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Abstract 
Today, the services sector has increasingly overtaken manufacturing as a share of global 
GDP, and digital services trade has become a hot topic with the addition of digitalization. 
In this new phase of society's development, digital services are rapidly emerging to 
provide strong support for global economic development. Especially at a time when the 
global epidemic situation is still severe, digital services are protected from the impact by 
their unique characteristics. This sector offers new opportunities for business 
development and shows a trend towards more robust growth in the future. The 
significance of this paper is to examine the characteristics of digital services and the 
opportunities and challenges that companies trading in digital services will face in the 
current situation. 
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1. Introduction 

Today, the services sector has increasingly overtaken manufacturing as a share of global GDP, 
and digital services trade has become a hot topic with the addition of digitalization. In this new 
phase of society's development, digital services are rapidly emerging to provide strong support 
for global economic development. Especially at a time when the global epidemic situation is still 
severe, digital services are protected from the impact by their unique characteristics. This 
sector offers new opportunities for business development and shows a trend towards more 
robust growth in the future. The significance of this paper is to examine the characteristics of 
digital services and the opportunities and challenges that companies trading in digital services 
will face in the current situation.  

2. Digital Services 

Economic exchanges between countries are close today. With the development of the Internet, 
many companies use the Internet as a medium for marketing to expand their markets and 
develop international businesses. Unlike digital goods trade, digital services are almost fully 
automated. Both the services provided by the merchant, or the services enjoyed by the 
customers are delivered digitally. Trade in digital services has also grown rapidly in recent 
years. Under the influence of the Covid-19, people must stay at home. Compared with physical 
goods trade, digital service trade is more important to the maintenance and development of the 
economy and the connection between people (Stephenson & Sotelo, 2020). According to 
GOV.UK, digital services include radio and television broadcasting services, 
telecommunications services, and electronically supplied services (GOV, 2014). These services 
are fully automated. In addition, there are voice mail, call access, e-books, and downloadable 
PDF files. Digital services are not equivalent to E-commerce, for example Amazon. Although 
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customers browse products on the Internet, place orders and track order numbers, the actual 
delivery is products, not services. Amazon only exists as an online marketplace (OECD). 
The most direct feature of digital services is digitization, but in addition, it has other features to 
help it have a place under the general trend of economic globalization. First, digital services are 
intangible. Digital services do not involve actual items in nature. Although no tangible products 
are delivered to customers, the services that customers experience in the environment are 
psychologically equivalent to tangible assets (Salminen, 2014). A very common example is 
online libraries. The user does not actually get a physical book from the library's digital service, 
but an e-book or a PDF file. This is the intangibility of digital services. 
Another characteristic of digital services is invariance. Digital services can standardize contents 
and the quality of services, and it’s easier than standardizing services that require human 
intervention. But the customers themselves are different individuals, and different customers 
may experience the same service differently, which means that the customer’s experience is 
heterogeneous (Salminen, 2014). 
Another feature of digital services is high-tech (low touch). Customers in digital services mostly 
enjoy services on the Internet or through digital means. Correspondingly, service providers also 
establish communication with customers in a digital way, which is the so-called low contact. 
This requires high-tech support from electronic services to connect customers and businesses. 
Technology can be said to be the cornerstone of digital services. Long-distance and cross-
regional services cannot be achieved without high technology (Salminen, 2014). 
The last feature is scalability. Compared with traditional services, digital services only need to 
set the server in a compatible state at the initial stage. Even if businesses face more customers 
and need more services, digital services can be handled easily. Even if the service audience 
expands, the server can be compatible. It is precisely because of this characteristic that the early 
configuration of digital services is much more complicated than traditional services, it takes 
more time and money, and the risks that need to be taken are also greater (Salminen, 2014). 

3. Opportunities for Digital Service Trade 

Despite the focus on trend of trade in digital services, it appears the opportunities for 
companies that trade in digital services. The most important opportunity that has to be 
mentioned in these past years is Covid-19 pandemic. As a result of the global pandemic, many 
governments imposed lockdown policies. The offline trade in goods and services has been 
greatly restricted and difficult to sustain. However, the digital services trade has been 
unaffected and used as an opportunity. In the audiovisual sector, for example, downloads of 
digital music and video on demand have grown strongly due to the pandemic (Vlassis, 2021). 
For their own safety, people had to stay at home and were unable to go to offline music festivals 
or cinemas for entertainment. Figure 1 (statista, 2021) shows the projected change in global 
digital media revenues before and after the Covid-19, including digital music and video-on-
demand. The pandemic generated strong growth of 9% and 6% for these two sectors 
respectively. And the digital audiovisual industry is expected to continue to see an increase in 
online subscribers as the Covid-19 continues to play out. 
In addition to the pandemic, there are several other factors that create opportunities for the 
development of digital services. The customers to whom digital services are addressed are 
expressing their preferences digitally. And a good service is one that can be adapted to the 
needs of the guest (Leimeister et al., 2014). Take digital music for example, where users 
download and sample music on Spotify, and some may rate or share the music. The company 
can determine the user's preferences based on the number of clicks and the type of music that 
is frequently played, then provide the user with music that is more personalized and in line 
with their preferences in subsequent services. Users will also increase their loyalty to the 
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platform or website in the process. Companies could get spontaneous promotion from users as 
long as their data is analyzed on a fair and legal basis. This not only retains old customers, but 
also enables a number of new customers to be obtained. 
The global pandemic has been a key factor in the strong growth of the digital services sector in 
recent years compared to other sectors. The de-localization and globalization caused by the 
development of the internet is also continuing to provide good opportunities for the 
development of the digital services trade. In addition to the spread of streaming services, a 
digital trend is beginning to emerge in areas such as healthcare and education, such as the 
development of e-learning platforms such as Moodle, the popularity of online meeting rooms 
such as Team and Zoom, and the use of telemedicine consultations (WTO, 2019). 
As previously argued, digital services trade has opportunities in the current global pandemic 
environment compared to other sectors, but it may also change as the environment changes in 
the future. 
 

 
Figure 1. Global Media revenue forecast in billion US$ in 2021 

4. Challenges and Potential Barriers 

Unlike cross-border trade in goods, digital services trade does not have actual goods being 
traded and circulated. This means that there are no tariffs to be paid when trading across 
borders, depending on national policies. However, digital services are not free from trade 
barriers, on the contrary, invisible barriers exist everywhere. These trade barriers hinder the 
globalization of digital services and challenge companies engaged in digital services in the 
process of global trade. 

4.1. STRI Index 
Governments of various countries have different degrees of control over data, so they have 
different policies to restrict digital services. The STRI index developed by the OECD is used to 
measure the restriction and supervision of digital services trade in various countries. This index 
quantifies the degree of freedom and restrictions that countries have on digital service trade 
(Benz & Rozensteine, 2021). STRI values range between zero and one, with values closer to zero 
indicating more openness in digital services trade and values closer to one indicating more 
restrictions (Ferencz & Gonzales, 2019). Take the audio-visual industry as an example, Netflix 
has a very wide range of global businesses. Users in most countries have the right to access the 
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programs broadcast on Netflix, but this does not include China. Due to the Chinese 
government's control over digital media, Netflix does not have access to the Chinese market. 
This policy barrier has caused Netflix to have not yet entered the Chinese market. As shown in 
Figure 2 (Nordås et al., 2014), China has the highest STRI index compared to other countries in 
the field of broadcasting and television, especially in terms of restrictions on foreign entry. 
China's overall index is also much higher than average. In addition, the STRI index of many 
Western countries is low. Therefore, national policy restrictions are a big challenge for 
companies engaged in digital service trading. 
 

 

Figure 2. STRI by policy area: Television and broadcasting (Nordås et al., 2014) 

4.2. Data Control and Regulation 
Part of the reason for the government's restrictions on trade in digital services is the control of 
data. Whether it is telecommunication companies or cross-border online banking, or even 
cross-border audiovisual services, all involve the movement of data across the globe. In a 
globalized environment, data itself is an asset with transformative value. Personal data, as well 
as personal authentication information, can easily be compromised and then exploited. The 
exchange of data, especially across borders, is also a matter of concern for governments and 
users alike (Casalini & González, 2019). In the course of digital services, companies' guarantees 
of users' personal privacy are sometimes not trusted by the state. In the telecommunications 
industry, for example, if hackers tap the contents of a television company's calls, there is a high 
risk of gaining access to the user's personal information or even bank accounts, passwords and 
other important content. 
In addition to this, data flows within and between countries are becoming increasingly frequent 
in line with economic development and globalization. Many data are relatively sensitive, such 
as personal identification information and data relating to telecommunications systems. 
Depending on the international and national situation, and the importance citizens place on 
privacy, governments will update their regulations to control the flow of data and restrict its 
international transfer (Casalini & González, 2019).  
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One manifestation of potential barriers is the collection of digital service taxes. European 
countries took the lead in advocating the levy of revenue taxes on digital service companies, 
and some other countries have also joined the ranks to levy taxes on companies that provide 
social media services or audiovisual services (Marel, 2021). 
Potential barriers to trade in digital services are also reflected in the supervision of domestic 
and international trade. With the development of digital service trade, the amount of data that 
needs to be transmitted between countries has gradually increased. The number of data and 
information that need to be supervised is also increasing day by day. From Figure 3 (Casalini & 
González, 2019), it can be seen that from 1972 to the present, the number of accumulated data 
supervision has been steadily increasing. 
 

 
Figure 3. Cumulative number of data regulations 

 
Countries will also have different regulatory measures in place for different types of data. When 
companies engaged in cross-border trade in digital services collect and transmit data, they will 
face multiple regulations. The regulatory measures in the two countries are also different, there 
is regulatory heterogeneity. In addition to this, regulatory heterogeneity can lead to 
uncoordinated policies. Some countries address this by establishing a common framework for 
privacy protection, which means that regulators in both countries recognize each other and 
barriers to trade in digital services are lowered. For example, the US and the EU, but this 
generally only applies to countries with similar legal or regulatory conditions (Casalini & 
González, 2019).  
Moreover, some countries have discriminatory policies and excessive protectionism in their 
regulations on trade in digital services. These policies tend to favor local companies and 
discriminate against foreign companies(Aaronson, 2021). For example, if a company wants to 
enter the domestic market, it needs to store its data in the country. Or it needs to share its 
technology with the country, allowing national technology companies to participate in the 
company's core technology areas (Smeets, 2021). This policy is detrimental to many digital 
service companies that are technology-focused and do not want to share their technology, and 
can easily create potential barriers to trade. 
Overall, there are many barriers to the development of trade in digital services, the existence of 
which restricts the free flow of data and hinders the innovation and long-term development of 
digital services. But some barriers are not going away, and governments have an obligation to 
protect individual privacy as well as national security. Barriers erected for this reason do not 
change as trade develops and trust increases. 
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5. Conclusion 

With a focus on digital services, this study analyses the specific meaning and characteristics of 
digital services, as well as the opportunities and challenges for companies when trading in 
digital services. The study shows that despite the pandemic impact on the global economy, the 
future of digital services trade remains bright. In addition to this, the potential barriers to trade 
that companies need to face are complex. This study contributes to a deeper understanding of 
the broader environment facing trade in digital services. However, the study is limited by the 
fact that the current social environment is heavily influenced by the global pandemic and that 
there are no very specific and publicly available policies that restrict trade in digital services in 
each country. More broadly, research on regulations and policies is also needed to determine. 
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