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LINES BETWEEN INTERNATIONAL TRADE AND PRODUCTION OF SERVICES

Froblems and Work in Progreszs in the OECD Area

Summary and Conclusions

1. Conceprually, there are close links between international trade and

production of services: exports of services form a part of output, and imports
are components of intermediate consumption.

2. But in the statistical reality, most data on international trade in
gervices appear to be collected separately from production statisties in the
context of balance-of-payments statistics. Systematic information on country
practices is lacking; assembling information on sources and methods of
available data pn international trade in services would be desirable.

3. To the extent that data on internaticnal trade in services are collected
on two bases (i.e. in the framework of balance-of-payments statistics and of
preduction statistics), 8 systematic comparison of the series, with the aim of
tendering them compatible, would be useful.

4. In the longer run a new classification of international trade in
services geared to the UN Central Product Classification should be used.
Simultanequsly, the collection of data on external transactions in the
framework of production statistics should be generalised. The use of such data
for balance-of-payments purposes should be envisaged, as this would ensure
complete consistency between production and balance of payments accounts.
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5. The links between internationsl trade and the production of mervices are

summarised in the Pr?d?ction and Goods and Serviees Account of the SNA
Accounting Structure 1,

esoutr Uses
Output (1) Final consumption expenditure/
Taxest on products (net} (2) actual final consumption

Intermediate consumption (-) Gross capital formation
Gross fixed capital formation
Changes in stocks
Exports of goods and services
Imports of goods and services (-}

GROSS DOMESTIC PRODUCT GROSS DOMESTIC ERODUCT

(1) Dutput can be valued at (a) basic prices

(b) producers’ prices in the absence of VAT
(¢) producers’ prices in the presence of VAT

{2) The item "taxes on products, net” will include in case:
(a) all taxes on products. net
(b) only taxes on imports, net
{¢) only taxes on imports and VAT, met

6. They can be shown, more in detail, on the basis of SNA definitions of
putput and gress value added.

In this context, putput corresponds to the sum of

a. the value of sales of geoods and services, both to residents and non-
residents.

+ b. other uses of goods and services, provided to residents and non
residents, such as barter, payments in kind, etc.

+ ¢. the value of changes in the inventories of poeds produced as output.

As regards gervices, they are confined to categories a) and b), since,
as a rule, they cannot be stocked and do not form part of inventories.

7. The total output of services can be divided into (i} domestic sales &nd
other uses provided to residents and (ii) sales to non-residents and other uses
provided to non residents, which together form total exports of services.



8. Gross vplue pdded corresponds to:
a. output (as previocusly defined)
+ b, taxes less subsidies on products

- €. intermediate congumption of goods and services, provided by resident
and non-resident produters,

9. As regards services, those used for intermediate consumption (i.e,
consumed as inputs into production, where they are used vp by the production
process) can be divided into those received from {i) resident producers or

(ii) non-resident producers; they represent a part of total imports of
services; the other part of total service imperts are those representing final
tonsumption.

10. Data on exports and imports of services cen basically be compiled in two
vays:

a. data on output and intermediate consumption of services can be
ccllected as a whole and broken down into transactions with residents
and non-residents (domestic and external transactions).

b. data on exports and imperts of services can be collected

independently of data on output, e.g. by surveys confined to external
transactions.

11. In the first case, data on domestic and external transactions are
homogeneous and comparable, as they are collected from identical statistical
units. on the basis of the same classifications, definitions and coverage, In
contrast, a collecrtion of data on services exports and imports that is
independent of data collection on outpur and intermediate consumption risks to
entail inconsistencies, as the statistical units may diverge, classifications
and definitions way be different and the methods of data collection (such as
the units covered) may not be the same.

Data collectrion methods in the QECD area

12, In the DECD area, data on exports and imports are collected on the basis
of both bases outlined in the preceding chapter (para. 10). There does not
exist a systematic and exhaustive overview of the methods employed in
individual countries, so that the explenations provided in this Chaprer reguire
checking and completion.

13, Most data available on exports and imports of Eervices are compiled in
the framework of the balance of payments. Institutional arrangement relating
to balance og payments statistics differ between countries. In most OECD
Countries the responsibility for balance of payments statistics lies with
thet central bank, in the others the central statistical office is in charge of
these statistics. In the first group of countries all data on external service
transactions are collected independently from data en output. In the second
group -- where data are collected by central statistical offices -- this
appears alsc to be the case, An example are the gurveys of the Bureau of



Economic Analysis of the US Department of Commerce (3) designed to collect data
on external service transactions, particularly the "Benchmark Survey of
Selected Services Transactions with Unaffilinted Foreign Persons” (BE-20) vhich
covers a great number of “other private services": advertising, computer and
dsta processing services; database and other information services;
telecommunications; agricultural services: research and development, commercial
testing. and laboratory services: manapement, consulting, and public relations
services; mansgement of health care facilitdies; mccounting, suditing, and
bookkeeping services; legal gervices; primary insurance; educational and
training services. mailing, reproductien, and commercisl art; employment
sgencies and temporary help supply services; industrial engineering services:
industrial maintenance and repair, installation, and training services:
performing arts, sports, and other live performances, representations, and
events: and construction, engineering, architectural, and mining services.

This survey is confined to external transactions.

14. France shows ?x?urts and imports of services in its production accounts
for marketr services '4); the account for total market gervices is reproduced in
Annex 1. These data are derived from the French balance of payments and
sdapted to the classification of the production accounts; this requires a
series of assumptions and adjustments for the sectoral attribution of foreign
transactions whose sectoral characteristics have not been identified in the

data collection process {e.g. cost of transport and insurance included in the
c.i.f. value of merchandise imports),

15, Collection pf data on services exports in the framework of industry
surveys is practiced by certain OECD Countries. Examples for this procedure
that have been published relate to Canada and the United Eingdom,

16. Statistics Canada has organised surveys of its computer service

indus r¥; the results of the latest of them relating to 1988 were published in
1991 13) . This survey covers both goods and services. A breakdown of total
revenue into domestic sales and exports is provided for seven sub-categories:
software products development, professional services, processing services,
hardware sales, lease and rental, repair and maintenance, and other (such as
payments from subsidiaries}, as is shownh in Annex II.

17. The U?ited Kingdom has undertaken statutofy computing services

inguiries (6)  Toral billings to clients for work done have been broken inte
domestic and foreign clients (see Annex III). Total data on computing services
are divided into: A. Bureau services: database services, value added network
services and other; B. Software: semi-custom software, software products,
software supports/maintenance; C. Hardware including maintenance; D. Other

professional services: independent consulting, education and training. and
other.

18. In the Netherlands, data on internstional trade in services are
collected by the Dutch Central Bank in the framework of the balance of
payments, but also by the central statistical office (CBS) {7/, (CBS initiated
& project "International trade in Eervices" (ITIS) in order to assess data
compiled outside the balance of payments context. In the framework of its
production statistics it mdded questions sbout exports of Eervices to the
questionnaires addressed to large companies in the manufacturing industries, in
ctonstruction, transportation and certain business service sectors.
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19, Initiatives to improve the linkages between data on international trade
and production of gervices have been taken at the internaticnal and the
pational level.

20. At the international level, the initistives of the IMF, on the one hand
and the OECD and EUROSTAT. on the other, are interrelated. In the revision of
its Balance of Payments Manual . the INF has sttached grest importance to
linking the revised classification of services to the new UN Standard Product
Classification {CPC), to the extent practicable. The same procedure hat been
chosen by OECD Tn? EURDSTAT in elaborating their joint trade-in-services
classification ‘%), which will be an extended subsystem of the IMF
classifiestion (it will be finalised after the adoption of the Fifth Manual),
In this joint classification, transportation. communications, tonstruction
work, insurance and financial services, computer and related services, other
business services and other personal services are defined in CPC terms: no
direct link is possible for travel and government services. As service
production statistics are also expected to be geared to the CPC, comparabilitry
between the two areas should improve once the new trade-in-services
classifications will be implementsd.

21. The CBS of the Netherlands has undertaken a systematic comparison
between its trade-in-services data and dats ¢ollected by the Dutch Central
Bank. A study snalysing this comparison, which was commissioned by EUROSTAT,
is in the process of elaboration.
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FRANCE

1 Tk Services
(FF billion)

16987 1988 198% 1950

1. Totsl production 1 407,5 1 576,2 1 777,64 1 932.9
2. Various transfers 117,4 126,4 137,12 149.5
3. Toetal distributed production 1 525,00 1 702,6 1 914,8 2 QB3.4
4. Imports 47.4 45,7 4B. 5 53.6
5. Trade margins -63,3 -69,2 -75,0 -19.5
6. Total respurces 1 509.0 1 679,2 1l 8BB,4 2 0%6.4
7. Intermediate consumption 379.,8B 634,9 £93.9 750,7
8. Fixed capital formation and

variations of stocks 49,2 54,8 62,6 67.5
9. Exportis 80.2 74,1 87,2 85,2
10. Total uses 1 505,00 1 679,2 ] 888,4 2 056,4

2ource: INSEE, Les comptes des services en 1990, Paric 1991, page 77



Annex JI

CANADA

d ips r Computer Servi irm lasgified Majer rvice, 1688

Total Expanwes Employes Exports Average Revenue Bmployeep
revenue sarnings salary per per

firm firm

An a percentage of total revenue

thousands of % ¥ thousands of § Ne,

Boftware Productm
Developmernt A92,E85 101.9 431.7 20.6 6.7 2,517 30
Profesnicnal Services 1,167,003 86.4 aE.2 1%.4 as.1 4,178 50
Frocessing Services SE2,62) 94.6 i5.0 1.5 24.8 6,461 3]
Hardware Salea 594,946 54 .4 25 .4 12.4 4.1 4,280 32
lease and Rental 132,672 85.9 13.0 0.B 441.5 15, B42 4€
Repait and Majintenance 75,697 104.1 42.9 1.1 31.8 3,795 £l
Cther 47,422 111.5 47.7 £.5 2.9 1,824 26
Total 3,577,058 B2.3 36,3 11.4 36.6 4,528 45

Source: Statistics Canada, Computer Service Industry 1988, Ottawa 1991, p.i2.



Anpex IIX

UNITED EINGDOM

M illings ign

{£ thousands)

Sectiom Ay Puresu sarviess
Databare Putvicea

Vaiue added networx services
Other survicas

Total eection A

Snctiom B Boftware

Custom moftwara

Semi-custom softwars
Software products

Scftware support/maintenance

Total serction B

Secticn C1 Eardware

Hardware
Hardware maintenance

Total section ©

Saction D1 Otlar profsasiconl services

Indspendent consulting
Bducatien and training

Cther professional services including

unclassified billinge
lfor total only)

Total esection D

Total billings

Ecftware/programe including those

scid independently of or in

eonjurction with hardwara sales

by bardware manufacturers

Total billings

Blllinge to forsign eliants

}
}

1950 1991
184,15) 133,446
146,96 147,868
481,877 478,157
812,991 819,451
698,624 { 765,700

{ 45,135

553,413 563,819
205,523 267,408
1,457,560 1,645,062
380,154 319,886
106,550 115,996
467,104 455,862
445,226 460,547

92,058 91,651
259,196 327,807
796,480 880,005

3,554,135 3,800,440
369,867 409,627

1990

42,754
5,801
26,397

76,992

1 53,434

pO, 111
22,084

155,629

5,426
1,E43

6,565

34,895

3,893

13, K88

52,3276

291,96¢6

1931

EB D09
£ san
28,629

531,038

79,520

113,446
11,404

224,370

£, 468

8,466

40,872

4,716

23,278

65,867

391,741

Source: Central Statistical Qffice.

Business Monitor SDQY, pages 1 and 2, HMSO 19852,

10

Computing Services Fourth Quarter 1991,



