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INTRCDUCTION

This study is concerned with three topics, of which fthe
firast and second are reviewed more briefiy, while the third 1is

cavered in mare detail:

(1} The current status of international service trade statis-

tics, with special regard to Asian countries (in particular: Hong
Kong, 1India, The Republic of Korea, Singapore, S$Sri Lanka and
Thailand};

(2) The evaluation of these statistics regarding coverage,
breakdowns applied, missing information, adherence to internationa?
standard, and usefulness for policy analysis; and

{3 The improvements desirable in statistics of the interna-

tional trade in services, 1including recommendations for data

develapment and for priorities to be adopted 1in this field of
statistics.

The relatively brief treatment of the first two topics is
teasible, because they can be dealt with on the basis of the

preceding averall report prepared by Maria Dunavolgyd af the United

Nations Statistical Office [see Dunavelgyi, 1891] among the
BIBLIOGRAPHICAL REFERENCES appended to this text]. The Dunavolgy:

report relied on personal visits ta the ecountries mentioned above.
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Qther materials utilized in summarizing the status and evaluation
of the existent statistics on international trade in services
included the more detailed individual country reports {mainly by
Dunavolgyil and other pertfnent materials of the UM Statistical
Office and the International Monetary fund's Bureau of Statistics,
in particular those relevant to the joint IMF/UNSO guestionnaire on

statistics on trade in services prepared in 1987.

The faocus of the paper

The focus of this paper 1s topic {3), with particular
regard to statistical recommendations and priorities for statistics
on internatichal trade 1in services. In discussing the relevant
issues, beyond the materials already mentioned, this paper also
relied on materials from some other countries, such as Pakistan,
the Philippines, and the United States.

As will be shown, statistics of the international irade
in services in our days is explaored in several directions. One of
the directions is the more traditional one: it is mainly related to
those service flows which are intimately related to the interna-
ticnal trade of goods, especially their transportaticen, insurance,
etc. Another direction of statistical deveiopments 1in regpect of
the international trade of services 1is related to a more recent
concern: the measurement of the activities of subsidiaries of
firms, whose 'mother' or ‘headquarter’ activities a#ﬁ centered in

i

ancther country. $till another area of measurement, relevant to
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the internaticnal trade in services, are services rendered to
business visitors and tourists during their trips to countries,
where they may purchases goods by 1ocal retail and cther establish-
ments and utilize ether sefvices during their sojourn. Also, 1in
cannection with the 1international frade of services, usually
considerable attention is pald to the statistics depicting the
movemeants in international factor income payments. And, depending
on the circumstances of various countries, statistical issues may
be important regarding such flows as international and multilateral
assistance, spending of students studying abroad, medical costs of
one countries residents in another country, and others.

our paper will touch upon the statistical issues reiated
ta such issues, and on the setting of priocrities for improving the
various areas. One factor in determining the desirable priarities,
it will be suggested, should be the present and the expected

importance of the varicus items within each country.

The genera’l significance of fhe topic

Today, it is net any more necessary to dwell on the reasons,
why the statistics on the international trade in services deserve
wider attention, The geheral c¢ircumstances leading to the
increased need for such data are well knewn. In the 2@th century,
and especially in recent decades, there has heen a very large

inerease 1n service production in the warid: at the'beginnﬂng cf

the 199¢'s about 78 percent of total employment and apbout 72
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percent of the Gross Doméstic Product in the United States were
ralated to service praducing industries {(that is outside agritul-
ture, mining, construction and manufacturing). The number of
countries were the output of services, in GDP by industrial origin,
is over 5@ percent, or even over 2/3 of the total, is considerable.
Another general factor is the vastly increased sconomic interaction
among nations since the Second World War, Without the increased
international division of labor and the much eniarged volume of
international trade, the overall postwar economic advances could
not have occurred. International trade in goods, of courée. was a
kKey alement of the general expansion in ecoenomic interactions among
the national economies of the world. However, international trade
in goods could not have progressed without an enhanced and
madernizing machinery of transportation, insurance, banking, and
other services. And today, international trade in services has
become an important field of economic interaction on its own. Thus
the attention to the field af statistics discussed in this study is
linked to these two major international economic developments of

our century: the growth 1in service activities and the growth in

trada.

The internaticnal statistical context

T addition to the general economic facors mentioned, and

more specifically, the paper is linkKed to deve]opmenﬁs in interna-

;
tianal statistics in recent years. Without going into details,
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beyond the field of inhternaticnal trade statistics, efforts to
improve balance of payments statistics and national accounts were
of particular importance the subject of this paper, including the
desire *ta provide for the'harmonﬁzation of all these fields of
statistics. Work on the latest revision of the overall framework
of aconomic statistics, the UN System of National Accounts and the
attention paid to further improvements in the Balance of Payments
Manuai provided various spect1tic stimuli to the study of interna-

tional trade statistics of services as well,

T. CURRENT STATUS: EVALUATION ANO PERSPECTIVES.

As already menticned, the avaluative overview provided in
this paper utilizes preceding reports and materials on the subject,
especially the description of the results of a recent statistical
mission to six Asian countries [Dunavoigyil, 19e1]. Those reports,
and other materials Havailab]e suggest that "statistics an the
international trade Qﬁ services are not as underdeveloped as
sometimes 1t 1is feared. Yet, the quantitative information
available gn this topic 1s uneven and should benefit considerably
from improvements required in this area of statistics. National
statistical experiences aliso suggest that such improvements are
feasible to undertake, albeit they will require persistent

attention to these matters over the years to come. ‘

It is of particular importance, that statistical services
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in countries aiready pay:cons1derab1e attention to international
recommendations existent in the field, such as guidelines from the
IMF Balance of Payments Manual {(BPM) and freom the UN System of
National Acccunté {SMNAD. |

As regards the basic concepts invelved, ‘international
trade in services’ need to rely on the international statistical
conventions relevant bath tc 'international trade’ and to ’'serv-
ices', and the appropriate references can be drawn from the IMF BPM
and the UN SNA, In respect of the former, the BPM concept of
reurrent account', and regarding the latter the SNA concepts of
'resident economic unit’ and the distinetion of 'goods and
services’ ought tc be mentioned. Of course, there is more than one
way to define goods versus services. L One way is toc define them
on the basis of the classification of producing industries with

reference to the UN International Classification of Al1 Economic

Activities (ISIC).

.

Prabably the meost important development in respect of
trade in services have been conceptual clarifications and the
separation of certain major components of the palance of payments
for purpocses of service trade statistics. These items, in the
main, belong to current account transactions, such as data on the

trade of goods (merchandise), the frade in services, the unreguited

transfers (mainly unilateral transfers by governments, private
remittances and other transfers). But they alsoc involve items

identified in the capital account, espacially regardi#ﬁ investments

4
+

and incomes connected to them. These capital account iftems can be
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discussed together with data on the international trade 1in
services, when the topic is considered 1in the broadest context.
While all of these components can have major effects on the balance
of payments, the data on 'the trade 1in merchandise, the flows
connected with unrequited transfers, and the information on factor
returns (such as investment incomes) are not the main concerns for
the statistics on trade in services, which is the focus here.

Just as on other continents, the statistics on trade in
services have various 1tlevels of articulatien in the Asian coun-
tries. This can be ilijustrated with a few remarks about the
situation in the countries invelved in this review. They are
presented 1in alphabetical order by the name of the countries,
usually in order to highiight some teature of interest, but without
praviding a comprehensive picture for any of them.

In Hong Kang, the data on internaticnal trade in services
are published in the annual national accounts of the country [see,

for information, Estimates of Gross Domestic Proguct 1966 to 198BS,

19997. The Hong Kong data is discussed in some detail pelow in
Section III. of this paper wnich deals with the quantitative
evidence available an international servige trade flows, While a
complete balance of payments of Hong Kong is not presented, the
data an trade in services is very well articulated and can be of
interest for information about the subject in general. {This 1is
the reason, why in this paper the Hong Kong data, together with
information about U.S. statistics on the topic, have been utilized

to indicate the magnitude of service trade relative to the trade in
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goods, as well as regarding the share of the main components of
services’ trade.) Unlike in countries with foreign axchange
reguiations and related reporting arrangements (which are, amond
others, the bases for collecting statistics an the relevant
transactions) in Hong Kong there is an annual survey of imports and
exports of services. Tnhis COVErs all establishments inveolived 1in
such trade. There is also a stratified sample survey of tourism.
Two circumstances affecting Hong Kong’s data with some signhificance
are the Vietnamese refugees, and the large transactions cannecting
China with the rest af the world via Hong'kong. The refugees are
treated, in 1ine with IMF recommendation (one-year residence ruie)l
essentially as residents. The merchandise transiting through Hong
Kang to and from China are treated as exports and imports; thus the
praocessing invoived in the transactions 1is not recorded as trade in
services but in goods. This is the case in the other countries
reviewed as well; however Hong Xohg has the largest amount of
pracessing interrelated with its trade in goods.

In India, similarly to Hong Koﬁg but to a lesser degree,
the balance of service trade was positive in 1978/789. Quarterly
statistics are furnished regarding travel, transportation,
insurance, investment income, gavernmental items, and a miscel-
laneous category; and work is 1h progress to develop a Rmore
detailed presentation in the balance of payments. In line with the
strict foreign exchange regulations, service trade related data 1is
collected from the authorized dealers. These are:%uﬁp]emented,

i

egpecially regarding governmental transactions, from other
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(governmental) sources. ° AS there is no exchange control with
Nepal, India’s transactions with Nepal cannot he separated on that
basis. The balance of payments are compiled by the Researve Bank of
India, mainly on the basis of the aforementioned reports to its
Exchange Control Department by the Authorised Oealers 1in the
country, Twe other unhits of the Reserve Bank of India tits
Department of External Investments and Operations and its Deposit
Accounts Department) as well as ather Indian gavernmental! agencies
in India and abroad provide the information nesded on the foreign
exchange transaction of the official sectaor. [Reserve Bank of India
Bulletin, Janhuary 19991, The Heserve Bank also utilizes a sample
survey on freight and insurance earnings related to exportis.

In The Republic of Korea, the trade 1in services was alsa

positive in 1987 and 1988. Balance of payments statistics are
available from The Bank of Korea on a monthly basis, usually wilth
a lag of less than one manth. The data separates out shipment:
freight anhd insurance; other transport: passenger tfares, port
services, charter of carriers; investment income; other 1tems -
government, non merchandise insurancej miscellaneous services such
as construction: and unregited transfers!: private, official. The
underlying information provides further g¢eographical detail and
category subdivisions., On the whaole, the stat1st{ca1 colliections
are related to the arrangements for foreign exchange controls,

In Singapare, the balance of service trade was also
positive {sighificantly so 1in 1989 and 129¢), uanke the trade

palance, which has shown a deficit, leading to an ovéra11 positive
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balance on the current account in both 1989 and in 1996. The
annual 'Ecohomic Survey of Singapeore’ presents the data on the
balance of payments, separating out entries on shipment, travel,
investment income, officiaf transaction, and on other transporta-
tion and services n.e.c. Unlike in countries with major controls
of foreign exchange transactions, 1in Singapore mostly annual
surveys provide the statistical sources: on services; con foreign
investmentg in Singapore; on overseas investmentis; an fthnancial
institutions. There ds also. a Survey of Overseas Visitors to
Singapore, conducted by the Sﬁngapore Tourist Promotion Board., in
this survey personal interviews are conducted, on a daily basis (1n
five languages) with departing visitors. The survey provides data
on the visitors by country, sex, income, travel pattern {(purpose,
duratian), visitors® eaxperience, and visitors’ axpenditures, In
the latter regard infaormation is sought on accommodation expendi-
tures, purchases of food and beverages, sightseeing, local
transpertation, shopping, entertainment and recreation, and
miscellaneous cutlays. The returns suggest that in 1988 and 1989
the share of shopping was nearly 65 percent of all visitors'
spending in Singapore.

In Sri Lanka, the balance of service trade was also
slightly positive (1989-199@), whiie the balance of trade was
negative. The Central Bank is the pub11sher of quarterly balance
of payments data, which separates out: freight and merchandise
insurance: other transportation (passenger faras,_ﬁort expendt -

¢

E
tures, other items); travel; investment income (direct investment,
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cther); government expenditures; other services {(non-merchandise
insurance, other}). Trade in services data is mainly obtained on
the basis of reports concerning foreign exchange contraol opera-

tiens. The threshold of reporting obligation is US$ 53¢, which

circumstance - coupled with the fact that surveys are not applied
to collect information on tourism - suggests the existence of
serious limitations of information on the latter. In respect of

movement o0f people a wide-ranging study of services in the ecanomy
of Sri1 Lanka [Wanigaratne, 1983} highlights the emigration of
sKilled manpower 1in the 188@’s as related to service *factor
exports’.

In Thailand, the balance of trade 1in services was also
positive in both 1887 and 1988 and the exports of services were
eduivalent nearly to 3@ percent of goods. Owing to the existence
of wide foreign exchange controis, the statistics on service trade
are based mainly on scurces connected with those activities. Yet,
with 1liberalization steps in the controls (establishments of
fareign currency accounts for persohs and institutions!, the
effects on data avaiiability are not uniformly negative. The
details in which the reporting is available have been decreasing,
but motivation for non-reporting has also decreasgsed. Qther data
sources 1nclude the annual report of the Tourism Authority of
Thaiiand, which is based on official records kept and on survevs,
The International Visitors’ Expenditure Survey {undertaken
typically every other year) utilizes a sample size cf}about 19,900,

The Labour Department of the Ministry of the Interior collects data
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regarding ocutgoing travellers warking abroad. The Bank of Thailand
publishes quarterly data on services trade 1in the balance af
payments {freight and insurance on merchandise; other transporta-
tion; travel; 1H¥estment 1ﬁcome; government; other services),

The evidence availabie regarding the countries mentioned
permits a short 0ver§1ew of the perspectives on service trade
statistics in the area. On the whole, the perspectives are not
discouraging. There can be l1ittle doubt that - generally - the
a certain initial basis for the further development of the
statistics on international trade in services is ajready extant in
these countries of Asia. Very 1mportantly, certain majaor interna-
ticnal conceptual guidelines, such as the IMF BPM methodeoliocgy and
the UN SNA, are already underlying much statistical work in these
countries. Nevertheless, the situation is rather diverse on
various points, owing to special circumstances, national regulafory
practices, the particularities of atatistical organization and the
specific statistical traditiens in each country. Therefore, the
further development 0f_1nternat10na]1y cohparab1e statistics in
this field - one that can yield analytically meaningful quantita-
tive information in the reguired detail and in a timely fashion -
is not unpromising but will require energetic efforts in the coming

years.

Specifically, regarding the scope and coverage of

statistics on international trade in services, notwithstanding the

general reliance on IMF cor UN recommendations, the.hnternaticnal

,

4
comparability of country data sets is as yet far from perfect. And
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2ven if such perfecticon is not the main goal of the work, the value
af the national data will be greatly enhanced by increased
international comparability. Without going intc the details, the
wide problems in the 1internaticnal comparability aof balance of
payments data by countries is reflected in the discrepancies found
in internatichal transactions measured from national sources of
data. The IMF in the 1988's extended a majoer study of this problem
{IMF, Septembear 1987]. A report on the worid current account
discrepancy highlighted, that "after 1879, the available statistics
on the warld current account began to show a larde negative
discrepancy, indicating that either the deficits of some countries
and areas were being overstaved, or that surpluses were being
Understated. Concern that such discrepancies could lead to
inappropriate pelicy reactions was heightened in 1982, when the
excess of the repoerted debits exceeded $188 biilien - a very large
amount when scaled against the recorded deficits of major world
areas 1in that year." {IMF, 1987, p.1] Clearly, some entries
concerning the trade .in services (and_sqme regarding the countries
rebiewed in this report) were elements of this discrepancy, and
problematic information on them was undesirable for services trade
and in the broader context as well. It is important to nete, that
the IMF Working Party, that studied the problem, strongly recom-
mended "that each country conduct & reappraisal of its methodoiogy
in the 1ight of the findings in [its] Report and in conformity with

1

the Balance of Payments Manual. [IMF, 1987, p.116]

For judging the general perspectives of service trade
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statistics in the area it is alsc important to consider the depth
of the informatign available regarding trade 1in services, as

reflected in the breakdowns of statistics published on the subject,

While the available breakdown is rather detailed in one case, on
the whole the detail published is too 1imited. In part because af
the existence of unpublished detail, one can e hopeful regarding
the future articulation of data in more countries. Nevertheless,
this will require more effort regarding the quality of the
unpublished estimates in some countries, and the extension of
detailed astimates in others. In the next section of the paper,

this is one af the topics covered.

As regards the perspectives on the periodicity of data,

the experience in the countries is alse diverse. In some cases
monthly reports are available on service frade flows, while 1in
others quarterly and/or annual data series are published. The

diversity regarding timeiiness of publiication is apparently even

Jarger. In discussing priorities in the next secticen of {he paper,
some consideration will be accorded to these two points as well,
even though the difficulties preventing improvements here ocften
involve financial {budgetary) limitations at the organizations
producing the statistics.

Finmally, for the evailuation of the general perspectives

of service trade statistics the avaliabtlity of proper data sources

and methodologies are of particuliar sighificance. Happily, in the

, , s
countries studied - as a group - some Key general data sources as

4

well as the collecting methodolagies are already well entrenched.
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The group includes both countries with foreign exchange contrals
and with 1liberal currency and trade settings. On their basis
experience has been accumulated with statistical collections under

aelther environment.

II. STATISTICAL REQUIREMENTS AND PRIORITTIES.

The point of departure of this paper was a brief review,
in the preceding section, concerning the current status of
statistics on internatianal trade 1in services in selected Asian
countries. As mentioned earlier, that review was based on
preceding reports and materials pertinent tc the subject. In the
present section the main task is to follow up the stock-taking with
a ook to the future, with a view to the improvements needed and fto
the setting of priorities for statistics in the international trade
of services.

As 1t was stated above, the overall perspectives
regarding the future development of international trade statistics
in the countries concerned are not discouraging. However, turning
from the overall perspectives to the details of the tasks to be
solved rather major gaps are revealed in moet areas. The resoclu-
tion of these national problems, to some degree, depends on further
internaticnal progress in this field of statistics. The existence
of some unresolved issues at the international level is, in part,
related to the relative newness of the field: after aﬁ1 statistics

on the international trade of services received more attention oniy
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in recent years. Also, the latest revision of the UN BNA is not
yet out, and the new edition af the IMF BPM to be published is also
of much relevance here. Clearly, these are ’'outside factors’ and
not very much under the control of indi?idua1 countries. However,
while there are some unresclved conceptual matters or evolving
international recommendations to be reckoned with in the future,
there are other areas 1n which a reasonable degree of clarity
exist, Therefore, already at the present it 1is feasible to

consider some general strategies far the improvements of service

trade statistics in the area.

SeeKing an overall strategy for expanding statistics of trade in

saervices

It seams reasonable te suggest generally, that statistics
on trade in services in the countries reviewed can be considerably
improved via:

{a) Stricter adherence to IMF-UN mefhods

(b} Enhanced detail in data collecting and publishing
{c) WMore frequent issuance of the statistics

{d) Increased timeliness {(reduction of Tags)

(e} Mare thorough exploration of administrative records

and expanded utilization of special surveys.

Cne way of considering these avenues to_ﬁmprovements,

Fl

1)
among the specific conditions of each ceountry, 1is by preparing a
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national strategy outline for the next 3 or 4 years regarding the
statistics of international trade in services., Experience suggest,
thatl1n drawing up such strategies excessive detzil is counter-
productive: thoughts about the strategy are best kept in a
summary, ocutline form.

The important thing 1is that all five points to be
covered, together with thoughts about the time-frame ¢f implementa-
tion, about the mobilization of the required national (and perhaps
international) resources needed, and about the national, bhilateral
and multilateral consultations useful for the work,

In considering the five points mentioned, various matters
may nheed to be evaluated. Far example, in respect of adherence to
international guideiines, a kKey one is the usefulness of aligning
the statistical concepts pertaining to domestic and international
activities regarding services with each other. There are other
statistical conceptual matters to be reviewed as well {a number of
them are listed below). Indeed, their number is large enocugh to
raise the guestion of -priorities in dealing with them. The
envisaged work towardsvthe'resoTution of variocus concebtua1 issues,
just as decisions regarding the desirabhle statistical deatil on
trade in services for a given country, and efforts about related
matters ought to rely on the international recommendations as basic
reference points. But, naturally, the setting of national
atatistical priorities on service frade statistics in the final
analysis must refiect the actual significance of such'trade for the

economy . Therefore, for both the work on clarifying various
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conceptual points and for the development of the desirable
presentation of the data it 1s necessary to evaluate the impertance
of the given conceptual issues and the other statistical matters in
terms of the quahtitat1ve magnitude of fhe service trade transac-
tions in question. Statistics, just as the law, cannot focus on
smail matters. It must deal, fToremost, with the 1important and
growing components of service trade for the given country. Thus,
various international recommendations can furnish advice regarding
what are the transactiocns, the statistical observation of which is
generally desirable in national data co]Tectiqns; but these
recommendations need to be implemented with a view to local needs,
In respect of conceptual recommendations, national deviations are
typically rather counterproductive; here the national discretion
may manifest itself more in the priorities of applying what is

internationally recommended than in modifying 1t.

Important data categaries

In determining the desirable major categories of service
trade data, a useful point of departure is the new 1international
classification of the ’standard components' of the IMF BFM in work.

Regarding services the detzil contemplated is as follows:

IMF BPM STANDAAD COMPONENTS FOR SERVICES

1. Transportation !

1.1 Sea transport
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1.1.1 Passengser
1.1.2 Freight
1.1.3 Qther
1.2 Air transport

1.2.1 Passenger

1.2.2 Freight
1.2.3 Other
1.3 Other transport
1.3.1 Passenger
1.3.2 Freight
1.3.3 Other
2. Travel
2.1 Tourists
2.1.1 Business and professiagnal
2.1.2 Pleasure
2,1.3 Students and trainees
2.1.4 Other
3. Communications
4., Construction services
5, Insuranhce services
5.1 Life insurance
5.2 QOther insurance
5.3 Auxiliiary services
8. Financial services (other than insurance)

6.1 Financial intermediation
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6.2 Auxiliary ta financial intermwediation
7. Computer and related services
8. Other business services

8:1 Trade-related services

8.2 Leasing or rental without operators

8.3 Hesearch and development

8.4 Legal

£.5 Accounting, auditing, and taxation

8.5 Management ceonsuiting

8.7 Architectural, engineering, and octher tachnical

B.8 Advertising, market research, and public

refations

8.9 Other
9. Other personal services

8.1 Educational

2.2 Heaith

8.3 PRecreational, cultural, and sporiing

2.4 Other

1@. Government, n.e&.c.

The ten main components listed above, and as many of
their subdivisions as natichally feasible and desirable, provide a
useful departure for determining the structure of service trade

statistics. As indicated, the magnitude of the elements can

provide guidance as to the desirabie detail. If no %ational cdata

is available to determine even the estimated quantitative magnritude
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of certain transaction, ihAternational data may help develeping some
educated guesses regarding their potential importance (see section
ITI. below). It is to be remembered, that without some quantita-
tive guidegostsfit may e fmnoss1b!e to contemplate the expected

costs and benefits of developing the different components of

service trade statistics.

Conceptual issues

As discussed , the conceptusl perspectives offered by the

available (or currentiy revised) international recommendations of
the BPM and the SNA provide Key contrinutions to national thinking

about developing service trade statistics. The characteristics and

desirable properties of service trade statistics in other countries

can alsg provide relevant information {(in Section III. below some
data of Hong Kong and the United States are cited in this context).

Considerations of cost-effectiveness were mentlioned as another

ingredient in formulating the national prierities,

As regards the conceptual issues, first a historical
reference seems tc be in order. This pertains to the gircumstance
that for decades before the recent increase 1in attention to
international trade in services, the concept af 'invisible trade’
was well kKnown to analysts. In certain countries such trade served
as a counter-baltancing component against the otherwise negative
balance of merchandise trade. Typicaliy, returns frcﬁ shipping, or

insurance, or capital investments abroad permitted these countries

——
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fto import more merchandise than their merchandise exports, 1in
themselves, could pay for. Today, however, it is widely recognﬁzed
that lumping simply together returns from service exports and from
capital exports does not prévide adequate breakdowh of a country’s
returns; similarly dimports of seéervices are preferred to be
separated from capital .imports or other entries on the capital
account of a country. In general: with the increased econemic
interactions among naticons, all components of the batance of
payments require better articulation. The 'standard components’ of
the new IMF BFPM (cited abowve) praovide an intetrnational framework
for such articulation. Hopwever, the better articulation of halance
of payments 1dnvolves not only provisions fTar a more detailed
statistical breakdown of the relevant items. It also requires
greater attentiaon to the conceptual dissues involved in refining the
data.

The systematic treatment of the relevant concepts, as is
well known, is provided by IMF’s BPM and by the SNA of the UN.
TIMF, (1977) .and WUN (1968)“among-the;references.] This report
cannot refer in detail to the conceptual framewecrk available from
these major international recommendations. Moreover, the currently
maturing revisions of their 1877 and 1968 versions, respectively,
would make an attempt of this sort impractical at the moment.
Anyway, a systematic effort regarding the SNA and BPM would much
axceed the practical size of this report.

Therefore here a more modest, seiectivef approach 1s

[

follawed, In the main, the conceptual points mentiohed below are



25
covered either because of their overall relevance or owing toc their
discussions in various countries. Alsc, the commenis made are far
from exhaustive; in most cases they are restricted to elements of
country commentsfreceived 1h reslies to the joint UN/IMF question-
naire on trade in services [UNSQ/IMF, August 1989].
Generally, 1t was felt by countries that the concept of

services should be consistent with the definitien of goods and

services premulgated by the UN SNA., Alsc, the distinction between
geods and services should be the same in recording international
transactions as used in the treatment of domestic transactions of
a country. Countries also agreed that there was a need to separate
data on the trade of services from other items afftecting the
balance of trade, often labeled as ’'Droader service items*®, such as
factor services related to investments, fransfers, and sales by
foreign affiliates where they are residents. Sales by affiliates,
which are residents of fthe couniry where they operate, are not
considered *cross-border’ transactions, and are not 'exports’ or
"imports?’ in the context of fThe SNA and BPM. {Affiliates mav
provide services to parent compantes and wvice versa, whizh are
‘true' exports or imports of services; however it may be difficult
to separate the service element from ncome flows betwesen them,
which are not service flows.) In the United States, where the
sales aof foreign afflliates today 1is as large as the export of
sarvices, the relevant data are shewn in the statistics on
Yinternational transactions’ bul separately from the cross-border

{balance of payments) group of items. Clearly, far economic
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analysis, Knowledge about foreign affiliates may be important inm
both 'parent’ and *host' countries; also, these data have unavoid-
able connections to the international divisien in labor, broadily
conceived, WHefheP the Eelevant data ought to he developed,
haturally depends, in part, on the specific sfignificance of such
sales in each country and on the feasibility of collecting the
series.,

Among the many specifi¢ borderline points in determining

the scope of services, processing is of significance in a numcer of

countries, Country practices suggest a diversity on this point:
processing is frequently freated in countries as merchandise trade
(trade in goods!, bHut in others it 13 classified as service trade.
Experts have suggested the making of distinctions between process-
ing that involved sutstantial physical transformation of the goods
invelved (to be recorded as trade in goods), and other processing
{to be recorded as service trade). In practice, as long as data on
processing transactions are separated ocut among the statistical
series, for purposes of international comparisens the informaticn
may be sufficiently clear (by permitting the rearrangement cf the

data, if necessary).

Some countries are engaged in construction activities

abroad. As a general matter, constructicn is a goods producing
rather than service activity. However, typically, it is determined
whether such constructicn activity has a *temparary’ character
{less than one year time-span) or lasts Jlonger. Depedding on this,

i
*t may be censidered {from the viewpoint of the parent organizati-
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on’s lacaticn} a ’resideﬁt' or 'nonresident' economic unit. If the
former, than it may consicdered as an sxport of services, and if the
latter, it may be recorded as direct investment abroad. However ,
by a number of Eountries,.a11 canstruction abroad 1s classified
under services. This 1is a case, 1in which an activity may have a
distinctly different perspective in the *host’ country {where the
construction cleariy results in the ¢creation of a "material gogd’ ),
and in the 'exporting® country, where it may be mainly felt as the
export of an 'immaterial service’ to the other country.

There is a host of other conceptual questions related to
the development of statistics an trade in services, Among the
gquestions which have been raised during country visits of interna-
tional officials, in questionnaries returned, or by expert papers
relevant to the subiect the following are lTisted as exampies {(the
listing does not imply ranking):

a, Service trade allied {(bundiled) with goods

b. Refugees

c. Timing of flows

d. Government transactians
e, Insurance

. Aepairs

g. International comparisons
k. Border trade

i. Installation abroad

i. Software

K. Travellers purchases
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1. Leasing
m. Students abroad
n. Licensing
o. ITiega? exchénges
p. Authors fees
q. Under - and overestimates

r. Copyright

5. Sampiing errors
1. Embassies, consuliates
u. Franchising

The actual natienal significance of the clarification aof
these Jtems - as discussed earlier - depends very much on the
spacific situation in each country. Therefore, these problems are

only listed as potential topics of attention.

Qverall requirements and priorities

After 1isting the various conceptual matters above, it is
necessary to list some cther paotential topics of interest in the
context of developing the statistics on trade in services in the
Astan countries. Some of such topices of potential interest are the
foTllowing:

a, The evaluation of all data sources, with special

regard to the utilization of administrative records ind surveys of

+
data. .
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b. The desira61e periecdicity of data. Quinguenniail or
decennial censuses (if applicable); annual surveys, quartérly
reperts; monthly reports.

c, THe feasible.scopes of data collections, Complete
enumerations {census); larde scale surveys; smaller samples.

d. The requirements and advantages of 1international
comparability of the national statistics on trade in services;
minimumum common hreakdown: aytanded breakKdown, conceptual
deviations and their impairments of comparability.

e, The issues of legal authority for collections of
daté; confidentiality; disclosure.

f. The dissemination of statistics on trade in services;
publications of data; computerized data banks; diskettes; tapes:; CD
ROM .

g. The naticnal lessgns from the IMF studies on
reconciliation of the world current account discrepancy on
shipping, other transportation, and unregquited transfers.

h. The timing of the national adaptation of the Standard
Compeonents 1isting from the IMF BPM work.

i. The tasks related to the seascnal adjustment of the
available guerterly and monthly data series on trade in services.

i. The cost-benefit analysis required for the getting of

priorities in the fieid of service trade statistics.
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ITT. QUANTITATIVE EVIDENCE

The consideration of concepiual issues, data collectton
possibilities, national and international reporting requirements,
and seftting of overal] pr1or1tie§ was the focus of the preceding
section of the paper. In the present section an additional
consideration is introduced, namely that properiy planned statisti-
cal programs on service trade ought to take into account also the
guantitative significance of the wvarious enitries for which data
should be made availabile. Naturailly, in the absence of propsar
Tacal informatiaon {(which 1is net infrequently the case) the
determination of quantitative significance may need fo rely on
indirect evidence. Some such evidence may be available laocally;
otherwise data from other countries may offer some guidence,
Therefaore in this se§t1on an attempt is made to furnish information
about the main areas of services’ trade and about the growth trends

associated with them.

The gquantitative importance of various service activities

entering international trade is reviewed on the basis of data from
Hong Kong and from the United States. The review, in the main,
explores two aspects of such trade flows: (a) The retative
significance, at the present time, of the major companents of
international trade 1n services and their rankingﬁland {b! The

¥
grawth observed in ithe develcpment of the trade in services gver
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time, The objective of the reviews is to obtain some guidance both
about what is quantitatively important today and as to what may
become of interest tomorrow. However, in order to obtain an
overall perspect%ve an the ﬁatter, it 18 useful bkbriefly to review
the Hong Kong and United States data on overall goods’ and
services' trade.

In Hong Keong, according to data for 1988, within the
combined export of goods and services the latter accounted for
about 15 percent [Census and Statisiics Department, 1929¢). In the
United States, the 19299 share of services in the combined total was
25.5 percent. [Survey of Current Business, Juhe 1991] In both
countries, the share of services was congiderably smaller in their
imparts than in their exports. In 1988 within Hong Kong’s combined
imports of goods and services the latter's share was just abaut 19
percent, In the United $tates, the share of services within the
overall imports of merchandise and services was 17.7 percent in
198@.

The trade 1in services had a beneficial impact cn the
balance of paymenis both in Hong Kong and in the Unites States.

The first summary table iliustrates this for Hong Kong:

BALANCES OF GOQDS® AND SERVICES® TRADE
IN HONG KONG
{Millions of HK$, in current prices}

1978 1988

AL Goods {9,355) (8,185
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B. Services 6,549 3@,215
Total (A+B! (2,886) 22,119
Source: Census and Statistics Department, 188§,

bp. 26-28

As the table indicates, the improvement between 19728 and
1988 in the overall balance (goods+services) was mainly due to the
favorable developments in the balance of services?! trade in Hong
Kong, which more than offset the (somewhat decreased, vyet stili
existent) negative balance of goods.

Similar calculations for the United States, especially 1+t
Thney are carried cut for a longer period within the postwar period,
reflect a number of tmportant trade deveiopments. Among these, the
impact of tThe international trade in services is gquite significant
as an amelicorative factor of an otherwise dramatic shift from an
aoverall positive balance in 196¢ in the combined trade of goods and

services to a large negative balance for them in 1994.

BALAMNCES OF MEACHANDISE AND SERVICES TRADE
IN THE UNITED STATES

{(Mil1tlions of USE, in current prices)

1950 1999
A, Merchandise 4,882 (1@8,115)
8. Services {1,384 26,376
Total (A+B) 3,508 (81,739)

Source: Survey of Current Business, June 12881, pop. 44-45
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Between 1968 and 199¢, in the United States a slightly
negative trade 1in services turned intc a2 significantly positive
one. However, the shift in merchandise trade was in the opposite
direction: from a positive to a hugely negative balance. If there
were no improvements in the U.8. trade of services beween 196¢ and
1298, the 199¢ deficit in the combined merchandise and services
trade balance of the United States (other things being equal) would

have been about 28 billion dollars {(about 25 percent) higher than

it actualliy was.

Turning to the composition of service trade, available
data indicates that the three major components af services trade in
Hong Kong's exports in 1988 were: transportation (44.2 percent),
travel (39.7 percent), and finance (7.8 percent). Tha more

detailed distribution of service exparts by Hong Kong is shown in

the fellowing tabhle:

HONG KONG’S SERVICE EXPORTS IN {9838

Mi'?ﬁons.of HK S Percent

TOTAL expart of services 85,447 1@a.9¢
TRHANSPORTATION 37,748 44 .15
Shipping 18,173 21.28

GCargo revenue 8,643 1@.12

Passenger revenue 246 P.29

Chartering revenue 1,@42 1.22

Manhagmt. & agency fees 1,327 d 1.85
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Foreign co. disbursements

in HK (excl. fuel oils &

;port chargés}
Air transport {excl.ufuel oils
& airport charges)
Fuel &il
Port & airport charges
Cargo forwarding
TRAVEL
Civilian visitors in HK
Service visitors in HK
Transit passengers in HK
Foreign crews in HK
INSURANCE
Pirect insur. to overseas
Reinsur., assum., fr, overseas
Insur. agents’ commission
SERVICES
Production and distrib. of
films/programmes
Hotel management

Advertising & market research

News transmissions

MiTlions HKS$

6,915

14,864
2,412
543
1,718
33,939
33, @98
129
334
369
1,045
192
560
383

2,268

779
£264

416

percent

17.490

g.64
2. m1
39.73
38.75
@.15
@.39

@.43

¢-12
@.68

@.45

@.9¢
.31

@.49

@.98
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Millions HKS percent

FINANCE 6,684 7.83

Fin. assets' dealing & broking 2,732 3.2¢

Ad3. for import shipment 1,354 1.59

Banking services 2,5498 3.04

OTHER SERVICES 3,772 4.42
Exp. of employees of extraterr.

badies & their dependents 481 #.56

Postal services 50 P.86

Misc. services n.e.c. 3,241 3.79

Source: Census and Statistics Cepartment, 199¢, pp. 26-29

In United States’' statistics, as a result of a more
recent emphasis on service statistics in general, and service trade
statistics in particu1ar,' there 1is now c¢onsiderable detail
available regarding the exports and imports of services and related
data. Before turning to the characterization of the detail, first
an gverview is given in the table below about major U.S. service
export categeries. The categories shown include about €1 percent
of the 'selected services’ exported, which, im turn cover about
95.8 percent of all U.S. service exports,

SELECTED U.S. SERVICE EXPQRTS IN 199¢

Million US$ Percent
Total oFf 'selected services! 122,7¢1 190,40
Travel 40,579 ! 33.07

Passenger fares 12,251 9.98
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Million US% Percent

Freight transportation 6,766 5.51
Port services ’ 14,69¢ 11.897
Rovalties, licence feeé 15,291 12 .48
Education 5,822 | 4,088
Financial services 4,873 3,97
Insurance {(net) 1,832 1.48
Telecommunications 2,742 2.23
Business, prof. & tech. serv. 7,552 6.18

Tatal of the ’‘selected

items! shown 111,588 9¢.92

Source: Survey of Current Business, September 1899, p. 85

In the U.S8. dinternational transactiom statistics it is

assumed, that "Services may be delivered to foreign markets through
alternative channels. A business in one country can sell sarvicaes
to persons in another country either directly, through cross-border
transactions, or indirectly, through affiliates in other countries.
-The information on transactians of affiliates ...covers sales of
services abroad by majority-owned foreign affiliates of U.S.
companiles and sales in the United States by majority owned U.S.
affiliates of foreign companies.® [DiLullec and Whichard, 129¢, p.
3Tl The data available suggest the considerable importance and
fast growth of transactiens by U.35. affiliates abroad, sales of
which was US$ 72.8 billion in 1986 and US$ 190.7 biilion in 1988.
Sales of foreign affiliates, even though they were smaller and greaw

slower, were also guite significant: US$ 2.6 pillion in 1986 and
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US$ 6B.7 billion 1n 1988. Within the total delivery of services to
foreigh markets in 1988, namely cress-border {(balance of payments)
transactions plus sales by non-bank Majority-owned affiliates of
U.S. companies, fhe share bf crogs-barder transactions was 49,75
percent while sales by affiliates 58.25 percent.

The U.S. statistics now include details devaloped within
the 'Travel, passenger fares, and ather transpaortation category’ by
geographical distribution for al11 three components. Also other
transportation is subdivided to freight and port services and both
by ocean, air and other transport. Data on royalties and license
fees are shown separately for affiliated and unaffiliated entities.
Within affiliated, there is subdivision of for U.S5. 'parents® and
for U.3. affiliates of foreign ’parents’. Within unaffiliated,
individual entries are shown for industrial processes; boaks,
records, and tapes; broadcasting and recording of Tive events, and
for franchises. There are further data an insurance {primary and
reinsurance) and on wunaffiliated business, professional and
technical services (advertising; computer and data processing
services; database and othér information services; research,
development and testing services; management consulting, and pubklic
relations services; legal services; construction engineering,
architectural and mining services; industria?l engineering;
instaiiation, maintenance and repair of equipment, and there 1sa
alsa an 'other’ category, wihin which the following subcategeries
are shown: medical services; agricultural services; %anagement af

health care facilities; accounting, auditing and bockkeeping
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services; educational and training services; mailing, reproduction,
and commercial art; personnel supply services; sports and perform-
ing arts).

There is also conéiderab1e geographical detail shown for
the transactions of (hoh-bank) majority-owned affiliates by
continents and by countries; also by 1industrial categories
(petroleum; manufacturing; wholesale trade; retail trade; finance,
except banking; insurance; real estate; services; other 1indus-
tries). Within the ‘’manufacturing', ‘services', and ‘'other
industries' categories there are further subcategaories. In
‘manufacturing’ these are: foods, chemicals, metals, machinery, and
other products. Within "services’ they are: hotels, advertising,
computers and data preocessing, motion picturesd and tv, engineaering
and architectural services, accounting, health, and other services.
Within ‘’other 1industries’ the subcategories are: agriculture,

mining, construction, transportation, communication, and public

utilities,

SUMMARY

(1) From both the conceptual viewpoint and in respect of
data collection the countries of Asia reviewed in the report are in
a promising situatien regarding the develepment of service trade
statistics. The relevant IMF BPM and UN SNA guidef1nes are not

only famiiiar to the statisticians in these countries, but alsoc
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underlie the statistical work undertaken so far. Statistics are
already available, at Teast, on some of the most important service
trade transactions, and in some countries on other flows as well.

{2} NSnethe?ess,.in most of the countries very consider-
able further work 1is required in this field. Improvements are
heeded in respect of all aspects of service trade statistics:
coverage, internaticnal comparability, the breazkdown of the data,
the periodicity of ¢ollection and dissemination of the data series,
the reduction of time-lags in making the data available, and other
matters.

(3) As the desirable detail of service trade statistics,
adherence to the new IMF BPM Standard Components is recommended.
{The 11sting is shown 1in Section II. of the paper.) In several
countries, this would entail more detailed national compilation of
data than it is the case at the present. The application of the
IMF BPM classification would also enhance the international
comparabiliity af the enlarged naticnal collection af the relevant
series.

(4) The unified approach of treatment of goods ang
services in the international and national context is favored, with
reliance on the UN SNA and IMF BPM concepts relevant for them.
While the revision works in progress concerning the international
standards may be of some import for the topic, generally it seems
feasible to draw up meaningful national plans on the basis of the

currently available conceptual knowledge relevant to %ervice trade

statistics.
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(5) Indeed, as a useful way of fostering statistics on
the trade in services in these countries tﬁe establishment of
hational strategies regarding the development of this field may be
recommended. Such strategiés may cover a time span of the next 3
er 4 years, and may be Timited to outline form. Excessive detail
in drawing up the strategies can be, in fact, counterproductive,
{In Section II. of the paper some matin features to be 1nciuded are
listed.)

{61 Given the large national differences in the size,
economic structure, development Tevel, administrative machinery,
and other characteristics of the countries reviawed, it seemed best

to 1Timit the recommandations to the ways of developing the

suggested national strategies, rather than making attempts of

describing their particulars.

(7} One of the general recommendations, put forward at
this time, concerns the utilization of gquantitative evidence in
evaluating the areas and aspects of service trade statistics
needing further development. In effect, strategies may focus on
the resolution of those conceptual issues and data collection
problems, which concern transactions having the greater importance
in each country’s economy. In cases where lack aof 1information
completely prohibits judgements inh these regards, quantitative
evidence avilable from other countries may be a basis for develop-
ing infoermed guesses about these matters, {See discussion of this
peint in Section III. of the paper.) f

4

{(3) In addition to identifying those service trade
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transactions and categoriés in the country, which are important but
ihadequateiy covered by the national statistics, the recommended
strategies should consider the desirable attributes of such data
pragrams. Amond others, périodicity of.co1lect1on and dissemina-
tion, 1he utilization of administrative records and periodic
surveys, the expected costs and benefits of the improved statistics
may require special attention. In general, as a first step the
reduction of the sometimes considerable time lags in making
available the results of annual statistics an service trade seems
to be of great impertance,. As anaother step, exploring the
feasibility of cellecting and disseminating short-term (quarterly

and monthly) service trade statistics can be mentioned.
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ENDNOTES

1. Semetimes goods and services are distinguished as outputs of
tangible (material) and intangible (non-material) nature. Peter
H117 developed what is sometimes called the functional definitien
of services [Hi11, 1977], emphasizing that the production abd
cansumption of goods is separated in time, while the production and
consumption of services occurs functionalily at the same time; and
in the process the service activity brings about a change in the
condition of the person or the good involved. Services and goods
can be also separated on the basis of the classification of major
producing 1ndustries. In terms of the International Standard
Industrial Classification of Al1l Economic Activities (ISIC) the
goods producing sectors are: Agriculture, ‘Hunting and Ferestry
(Divisions @1 and 92), Fishing (@5), Mining and Quarrying (1g8-14),
Manufacturing (15-37), Electricity, Gas and Water Supply {(4@-41),
Construction (45). The rest of all economic activities can be
classified as services: Wholesale and Aetail Trade; Repair aof
Motor Vehicles, Motorcycles and Personal and Household Goods {(5@-
52), Hotels and Resraurants {85}, Transport, Storage and Communica-
tions (6@-84), Financial Intermediation {(85-67), AReal Estate,
Renting and Business Activities (7@8-743, Public Administration and
Defence; Compulsory social security (75}, Education (8@), Health
and Social Work (85), Other Cammunity, Social and Persanal Service
Activities (98-93), Private Households with Employed Persons (985),
Extra-Territorial Organizations and Bodies (99). [ISIC, 199@]

2. There are a number of ways for reviewing distinctions among
international transactions. For example, cross-border transactions
and transactions regarding affiliates may be contrasted. Private
transactions versus governmental transactions may be studied.
Transactions can be separated by bank and non-bank transactions (on
the assumpticon that the former are financial 1n naturae, while the
latter include 'real’ elements as well). Transactioens may be alse
analyzed in regard of the number of factors involved {(both capital
and iabaor, labor only, capital oniy). Cross-border transactions
alsg can be cohceptualized as belonging to two categories: exports
including sales to purchasers abroad, and sales to purchasers
vigliting the country; and imports including domestic purchases of
items originating abroad, and purchases of such items abrod by
¥lsitors ta the country of origin of the qtem. In essence, the

jogic of the last categorization applies to the surveys of
purchases by tourists.

.



