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GLOBAL DIMENSIONS AND DETERMINANTS OF
INTERNATIONAL TRADE AND INVESTMENT IN SERVICES®

by

Robert M. Stern
The University of Michigan

I. Introduction

Largely as a result of U.S. initiative,? issues relating to
trade and investment in services have been given an important place on
the international policy agenda. The present paper is intended
accordingly to assess the available information on services and thus to
inform both the positive and normative analysis of service-related
issues from the standpoint of individual countries and the world as a
whole.

In Section II following, we begin by analyzing the
characteristics of services and note especially the many ambiguities
which arise in defining and measuring services and distinguishing
services from goods. We then consider the various alternatives for
classifying services in terms of domestic transac;ions and output,
international transactions in the balance of payments, activities of
fofeign affiliates, and a variety of analytical classifications of
services which have been suggested in the literature. It will be
evident from our discussion that services pose many conceptual problems
and that the alternative methods of classifying services lack a unifying
theme. '

With the foregoing as background, we present in Section III a
number of tables relating to international transactions in services,

based on balance-of-payments classifications for the world as a whole



and for the U.S., Canada, EEC, and Japan. These latter tables are
broken down geographically in order to provide a more detailed picture
of the origin and destination of traded services. A similar table is
presented for the income and employment of U.S. foreign affiliates.
This information on the magnitudes of traded and investment-related
services is designed to provide perspective on the relative importance
of services in the aggregate and by type.

Because the available data on services are inadequate in terms of
coverage and detail, there is an evident need for improved data for
descriptive purposes and for use in analyzing important economic
influences and changes in policies. This includes as well information
on restrictions affecting trade and investment in services. These
matters are discussed in Section IV.

In Section V, we considér the applicability of models of
comparative advantage in analyzing the determinants of trade and
investment in services and comment on the comparatively few empirical
efforts which have been based on these models. Much remains to be done
to assess the costs and benefits of existing restrictions affecting
services in order to provide a basis for possible negotiations to reduce
or remove these restrictions. Finally, some concluding remarks are made

in Section VI.

I1. Characteristics and Classifications of Trade and Investment
in Services '
A. Characteristics
In his especially insightful paper, Hill (1977, pp. 317-18) makes

the following distinction between goods and services:



"A good may be defined as a physical object which is
appropriable and, therefore, transferable between econonic

units.

...A service may be defined as a change in the
conditions of a person, or of a good belonging to some
economic unit, which is brought about as the result of the
activity of some other economic unit. ...This definition
..« is consistent with the underlying idea which is inherent
in the concept of a service, namely that one economic unit
performs some activity for the benefit of another.
...Whatever the producer of the service does must impinge
directly on the consumer in such a way as to change the
condition of the latter. Otherwise no service is actually

provided.”

It seems clear from the foregoing definitions and from actual
experience that service activities are both numerous and diverse in
themselves and in the changes which they effect in goods and persons.?
To give an idea of the range and different types of services which
exist, the following groupings, as.noted in Government of Canada (1982,
p. 11), are suggestive:*

1. services complementary to trade in goods (e.g.,

transportation, insurance, banking, and advertising);

2. services that substitute for trade in goods (e.g.,

franchising, rental, leasing, and repairs); and

3. services without a direct prelationship to goods (e.g.,

banking, life insurance, professional services, real estate,
telecommunications, data processing and information services,
and travel).S

The foregoing definitions, categories and examples are not
necessarily exhaustive and mutﬁally exclusive, and it may in fact often
be difficult to disentangle what constitutes a good or service.
Nonetheless, services do have the distinguishing characteristic that

their production and consumption generally take place simultaneously,



and, as Hill (1977, p. 319) notes, services cannot be stored.¢ In the
case especially of services which are embodied in and thus change the
condition of goods, the question naturally arises as to whether it is
analytically meaningful and practical to separate the two. Much will
depend here on the nature of technological change and the ways in which
the specialized activities of firms, to use Bhagwati's (1984a)
terminology, are "splintered" off into services from goods and goods
from services.” Thus, depending on the level of aggregation for
recording transactions and particularly the time span involved, it may
be quite difficult to distinguish goods from services and vice versa at
the industry level.

This difficulty will become more pronounced especially if
services which had previously been purchased at arm's length from other
firms are subsumed within the firm. That is, intra-firm transactions
often cannot be measured accurately to the extent that there is no
direct market analogue available to value them. Given the large
absolute size and complexities of most large corporations in terms of
both their domestic and multinational activities, it seems unlikely that
it will ever be possible to identify separately the services embodied in
goods within the firm. Thus, the changing relative importance of inter-
firm and intra-firm transactions will have a major imbact on the
measurement of the values of goods and services.

We mentioned above in footnote 5 that some services may be
supplied by public as well as private enterprises in certain countries,
and, further, that there were a number of collective and pure public
services provided by governments. These latter types of services,

particularly those involving education, medical care, public



administration, and national defense, raise especially difficult
problems of valuation since, as with intra-firm transactions, there may
not be any direct market analogues that can be readily used. It is for
this reason that input measures commonly Serve to represent the value of
services in these cases.®* Thus, the services provided by public
enterprises and government may not be measured commensurately with most
private services, and there may be important intertemporal or
intercountry differences depending upon the private-public composition.
Finally, again as noted above, governments may pursue different
regulatory policies vis-a-vis services, and the resulting promotion or
restriction could result in national differences in the valuation and
significance of particular services.

The preceding discussion was meant to illustrate some of the
important characteristics of services and to call attention to the
ambiguities encountered in trying to define and measure services and to
distinguish services from goods. Inevitably one has to overlook many of
thesé difficulties and deficiencies of measurement and confront the
different ways in which services can be classified for reporting and

analytical purpases. Let us now consider these matters.

B. Classifications
Data on services are commonly collected in most countries in
connection with the compilation of national accounts and classified
according to expenditures on final demand as well as industry of origin.
Thus, in Table 1, which is adapted from Kravis (1983), we can see that
government, housing, and education accounted for about 60 percent of
total service expenditures in the U.S. in 1975. When medical care and

hotels and restaurants are added, the percentage rises to more than 80



percent. If expenditures are valued in terms of a common set of
international prices,® service expenditures as a percentage of GDP fall
from 49.3 to 38.4. This indicates that the prices of services are lower
in other countries, especially those with lower incomes than the U.S.!®
It is also evident that the composition of expenditure changes
noticeably when international prices are used.

Data on the shares of services in GDP and employment classified
by industry of origin are recorded in Table 2 for the U.S. for 1982.
Services in the aggregate were 68.5 percent of GDP, which, as Kravis
(1983, p. 5) notes, reflects the relatively high proportion of value
added to gross output in services and the importance of services as
intermediate inputs. There are noteworthy differences among the sectors
in terms of their shares of GDP and employment. Thus, retail trade,
other private services, and government services account for a much
larger proportion of employment than GDP. The opposite is the case
especially for finance, insurance, and real estate.

There are obviously many measurement problems which arise in the
collection and classification of the expenditure and industry data and
in the analysis of the economic factors which determine the levels,
sharés, and changes in the various services categories for the U.S. and
other countries. Since it would take us too far afield to discuss these
matters here, we simply refer the reader to the literature.i?

When it comes to the recqrding and classification of
international transactions, it would seem natural to follow the separate
breakdowns based either on expenditures on final demand or industry of
origin. But, as Kravis (1983, pp. 15) notes, the classification of

services found in balance-of-payments accounts typically includes both



factor and nonfactor services. The largest elements of factor services
involve the payments and receipts of interest and dividends related to
the use of foreign capital and wages paid to foreign workers, consultant
fees, etc. Nonfactor services, in contrast, are more akin to what is
represented in the domestic classifications. But the balance-of-
payments classifications used may be a mixture of the domestic
classifications or there may be some domestic classifications that are
not included in the balance-of-payments classifications.!?

A further important issue involves the sales and earnings which
are generated by foreign affiliates. As noted above, investment income
is typically a very substantial element in a country's balance of
payments, but it may not reflect the total sales and earnings and the
employment generated by the operations of foreign affiliates. To the
extent that many service activities are location specific in terms of
the close ties that are necessary between the providers and demanders of
services, foreign direct investment may be the primary vehicle involved
rather than trade itself. This is the case especially for the U.S. as
will be noted below. Thus, the recording of domestic transactions
involving the production and expenditure relating to goods and services
will have an important foreign component depending upon the degree of
foreign ownership and control in particular sectors. The balance-of-
payments accounts will accordingly not reflect fully these investment-
related transactions, except to the extent that they cross national
boundaries.??

Thus far we have discussed the classifications which are actually
used for recording domestic and international transactions in goods and

services. It was noted especially that the recording of international
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transactions based on balance-of-payments classifications cannot be
reconciled easily with the domestic classifications used for
expenditures on final demand and for GDP by industry of origin. The
recording and classification of services are further complicated by the
presence of foreign affiliates whose activities may not be teflected
systematically in the accounts of the country of the parent company.
Besides the classifications which are in current use in.official,
recorded statistics, it may be of interest to consider some other
classifications of services which have been suggested in the literature
for a variety of analytical and policy purposes. Thus, for example,
services are often conceived of broadly as the tertiary sector in a
developmental sense in relation to agriculture and manufacturing, and at
times they have been identified as nontradables.*+ Gray (1983, p. 378)
has offered the following classification:
1. services derivative from trade in tangible goods (e.g.,
transport, insurance, and related financing);
2. Jocation-specific services (e.g., tourism);
3. Jlocation-joining services (e.g., passenger transportation and
communications);
4. general services provided usually in all nations (e.g.,
financial services, professional services, and intranational
communications); and

5. intrafirm transactions.

An alternative developmental classification has been put forward

by Ratouzian (1970, pp. 365-72):



1. new services (e.g., education, medical services,
entertainment) which are sensitive to the growth in per
capita income and leisufe time;

2. complementary services (e.g., banking, finance,
transportation, and trade) which are related to the process
of industrialization and urbanization; and

3. old services (e.g., domestic service) which have been subject
to substitution effects related to the increase in per capita

income and the availability of durable consumer goods.

Shelp (1981, pp. 101-108) has suggested a breakdown according to
the trade and investmen£ orientation of services and the nature of
existing national regulations:

1. investment-related services (e.g., banking, professional
services, employment services, advertising, leasing, and
hotel and motel services);

2. trade-related services (e.g., air and maritime
transportation); and

3. trade- and investment-related services (e.g., insurance,
communications, computer services, education and health

services, motion pictures, construction and engineering, and

franchising).

The classifications just noted are interesting because they
suggest different frameworks for thinking about and analyzing services.
The classification that one chooses will of course depend on the
purposes to be served. But inevitably it is necessary to rely on the

information which is actually available currently and then to assess
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what additional information we would like to have for particular
analytical and policy purposes. We turn next therefore to a brief
examination of the global magnitudes as reflected in the available data,

and subsequently to the need for better data.

'III. Global Dimensions of International Trade and Investment
in Services

The main source of internationally comparable data on world trade
in services is the International Monetary Fund's Balance of Payments
Statistics. We noted earlier that the balance-of-payments
classifications are far from ideal since they do not correspond exactly
to the domestic expenditure and industry-of-origin classifications, and,
further, they combine nonfactor and factor services. These limitations
should be borne in mind in what follows. As indicated in Table 3, total
services exports were valued at $350 billion in 1980 according to USTR
(1983). This total includes shipment, other transportation, travel,
labor and property income, and a residual "other" category which is
comprised mainly of private business and related sgrvices of various
kinds. Official services and investment income are excluded from the
services total shown. Total merchandise exports were $l,656 billion in
1980, which was nearly five times the total for services and about three
and a half times the total for services and investment income combined.
It is evident that total services grew somewhat less than merchandise
during the 1970s, but both grew-significantly more than GDP.

A percentage distribution of the major categories of services
exports for the U.S. and other major industrialized countries for 1980
is given in Table 4. Since Other Private Services cover many of the

business and related services which figure importantly in current policy
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discussions, it is interesting to contrast their importance as compared
to the transportation and travel-tourism categories noted. Thus, for
the U.S., as noted in the last column, Other Private Services were 28.8
percent of total U.S. services exports. For the other countries listed,
the percentages for Other private Services ranged from 14.9 percent for
Norway to 56.4 percent for Belgium. The relative importance of each of
the four categories can be gauged for the individual countries from the
details given in the table. For the 25 largest services exporters,
which include several developing countries as well as the industrialized
countries listed, Other Private Services were about one third of the
total services exports covered in this compilation.ls In terms of
magnitude therefore, the transportation and travel-tourism categories
are the largest for the U.S. and most other industrialized countries.

The percentage shares in world services exports for the U.S. and
other major industrialized countries are given in Table 5.%¢ It is
evident that the U.S. is by no means dominant in any of the services
exports categories listed, and that its 9.8 percent share of the total
for Other Private Services is less than for Germany, the United Kingdom,
and France.!’

In order to provide additional perspective on trade in services,
" we present in Tables 6-9 a breakdown of total merchandise trade,
military sales, the major categories of private and official services,
and investment income by geog:aphic area for 1973 and 1983 for the U.S.,
Canada, and Japan and 1973 and 1980 for the EEC. These are balance-of-
payments data and thus reflect the problems of coverage and
interpretation already noted. It can be seen in Table 6 that in 1983

the U.S. had a $10.6 billion merchandise trade deficit with Canada, a
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$1.9 billion surplus on services (item 3), and a $9.3 billion surplus on
investment income. Canaﬁa accounted for somewhat more than 20 percent
of U.S. exports and imports and for much smaller percentages of the
total serbices and investment income. Western Europe and the rest of
world (All Other) accounted for the bulk of U.S. exports and imports of
services and investment income. These percentages were typically larger
than those for trade. The detailed entries in Table 6 provide an
indication of the absolute amounts of exports and imports and the
balances for the regions indicated. The entries in the Total columns
indicate the absolute and relative importance of the main categories
listed.2*

The breakdown for Canada in Table 7 shows the dominance of the
U.S. for all the categories listed, with the other OECD countries
(mainly Western Europe) next in importance. For Japan, the data in
Table 8 indicate a substantial merchandise trade surplus and a smaller
services deficit with respect to the U.S. Japan has relatively more
merchandise trade with the rest of world (All Other) than the U.S. while
its service proportions are about comparable with the U.S. The data in
Tgble 9 refer to the EEC-6 for 1973 and 1980, which was the latest year
available. The regional breakdown in this table refers to the EEC-9 and
thus excludes Greece, which is contained in All Other. A substantial
proportion of trade in merchandise and services as well as investment
income evidently is accounted for within the EEC. Services and
investment income are relatively more concentrated than merchandise
trade vis-a-vis the U.S. as we saw above. As with Table 6, there is
sufficient detail in Tables 7-9 for Canada, Japan, and the EEC-6 in case

one wishes to analyze further the component entries and totals.
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We had occasion above to note the important role which the
foreign affiliates of U.S. parent companies play in the production of
goods and services around the world. Some of the activities of these
affiliates are of course reflected in the trade in merchandise and
services and the investment income flows recorded in Tables 3-9. But
these international transactions understate significantly the
contributions of foreign affiliates to output and employment in the host
countries. In Table 10, we present a breakdown by sector and geographic
region for 1977 of the income and employment of all foreign affiliates
of all U.S. parents. For this purpose, petroleum-related services and
construction have been separated from the remaining services categories
noted on the grounds that these two sectors seem qualitatively different
from the others. Granting the separate listings of the aforementioned
sectors, the total income of services affiliates (item 6) was $171.1
billion in 1977, which is four to five times greater than the
international transactions recorded in Table 6 for the U.S.

Income of services affiliates as defined in Table 10 was 25.2
percent of the total for all sectors, and employment was 22.0 percent.
The petroleum and manufacturing sectors combined accounted for 71.7
percent of total income and 71.2 of employment. Within services,
wholesale and retail trade (item 6a) was by far the most important
sector, with banking, other services, and insurance next. The regional
breakdowns are unfortunately difficult to interpret because of missing
data, but the importance of affiliate operations in Europe especially is
clear.

It would appear from the foregoing tables that, while the income

of foreign services affiliates is significantly greater than the
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magnitude of traded services for the U.S., in botﬁ cases the services
involved are relatively small compared to the other categories noted.!®
In this light and in view of Ehe attention which has been focused on
services, it seems appropriate to ask whether the existing data may
understate the true magnitudes of services. For example, it is stated
in USTR (1983, p. 108):
"A downward bias probably exists in the statistical

estimations of most countries. In fact, international

concern over the growing statistical discrepancy in the

world balance of payments ($100 billion in 1982) has focused

increasingly on the potential under-reporting of service

industry and other invisible transactions.”

This contention is not examined further in the USTR study because
the requisite data are not available. But my own guess is that
unrecorded financial flows rather than services may account for the bulk
of the discrepancy. Further, in discussing efforts to improve upon the
existing data, the USTR focus (pp. 172-82) is on foreign affiliates
whose operations we have already seen are only partially reflected in
balance-of-payments transactions. The importance of trade in services
may thus be understated in this sense, but it must be borne in mind that
most of the services involved are investment related in terms of the
presénce of foreign affiliates.

It will be recalled from our earlier discussion of the
characteristics of goods and services that fhere is a continuous,
dynamic interaction between them which is associated with changes in
technology and firm specialization. It may be exceptionally difficult
therefore to disentangle or debundle many kinds of goods and services

for recording purposes, so that the question of whether services are

underreported perhaps can never be answered unambiguously.
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Finally, it ﬁight be argued that preoccupation with questions of
measurement may well divert attention away from the fundamental changes
in technology associated with the computer and telecommunications
revolution which the world is experiencing currently. If this is the
case, the appropriate focus might be on how to assess the importance and
ramifications of these changes in technology and to forestall policies
which may restrict the production and distribution of the goods and
services involved.2°

The data presented in Tables 3-10 evidently have many
imperfections and gaps, but they suggest that trade and investment in
services are relatively much less important in comparison to goods. For
the U.S. in particular, transport and travel-tourism receipts and
payments are considerably larger than private, business-related
services. Also, the U.S. is by no means dominant in world trade in
services. While the income from U.S. foreign services affiliated is
substantial in absolute terms, it is relatively small in comparison to
the affiliate income in manufacturing and other sectors. All of this is
not to deny the importance of services, but rathe; to put them in
perspective vis-a-vis all other sectors. The fact remains, however,
thét the documentation of trade in services is very limited as compared
to goods. It may be useful accordingly to review briefly the
recommendations for improved data which have been made in the U.S. and

Canada especially.

IV. The Need for Better Data
In considering the need for better data on services, there are

both positive and normative considerations which must be borne in mind.
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In the positive sense, it is evident that much greater attention has
been given to the development of classifications and methods for
reporting data relating to the production and trade in goods as compared
to services. As a consequence, it is difficult to determine the levels
and changes in particular types of services with the same kind of
accuracy as in the case of goods. This is an important limitation
because without such knowledge, the evaluation of policy options is
fraught with much uncertainty. 1In recent years, however, this situation
has been remedied somewhat byiwork being done on services in the U.S.,
Canada, and elsewhere. A proposed classification for trade in services
is outlined in McKellar (1982) and analyzed in relation to the existing
system of classification in Canada in Geehan (1982). This
classification is reproduced in Appendix Tablé 1 below.

Two studies, Economic Consulting Services, Inc. (1982) and
Lederer et al. (1982), were commissioned in the U.S. These studies
recognize the deficiencies in the reporting of services in existing
balance-of-payments classifications and the importance of U.S. foreign
affiliates in service industries. Several recommendations were made
especially in Lederer‘et al. to improve the services data on foreign
affiliates by means of specially designed, more detaiied, and more
frequent investment surveys. The existing information available in both
public and private sources for the major U.S. services sectors was
reviewed in the two studies as well as in USTR (1983, esp. pp. 172-82).
Efforts currently underway in the U.S. involve close cooperation between
the government agencies and the relevant industries for the purpose of

effecting improvements in the collection and reporting of data on
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services. Presumably the same is true in other countries and in the
OECD which has a longstanding interest in services issues.

The increasing attention devoted to services reflects the
recognition that there are many existing and potential barriers which
may restrict trade and investment in services. As a consequence, to
some extent in Canada and much more so in the U.S., each of the major
services sectors has been analyzed in depth in an attempt to identify
the major characteristics and especially the problems and restrictions
which are encountered both in trade- and investment-related services
around the world.?! One of the desirable next steps clearly would be to
coordinate the efforts of the U.S. and the other major countries to
standardize the available information and to analyze the costs and
consequences of existing restrictive measures affecting services.??

In designing such analysis, it might be useful to review the
important theoretical considerations invelved and to assess what we know

to date from the available empirical studies. This is the subject of

our next section.

V. Determinants of International Trade and Investment in Services

| What is the most appropriate theoretical framework to use in
analyzing the determinants of trade and investment in services? If the
answer is that we should rely on the existing models of comparative
advantage and foreign direct investment, are these models adeguate for
the purpose?

The theory of comparative advantage has of course been exposited

at length over the past two centuries, and we currently have well

articulated and rigorous theoretical statements of what determines the
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composition of trade and the gains from trade. Theré is also a large
empirical literature dating from the early 1950s especially in which
stylized versions of the theory of comparative advantage have been
"tested."”23 Although traditionally the theory of comparative advantage
assumes international factor immobility, the activities of multinational
enterprises and the international migration of labor have become too
important to be ignored. As a consequence, there have been numerous
efforts in recent years to model the behavior and consequences of
multinational firms and the international movement of labor,24

Some writers such as Hill (1977) and Herman and van Holst (1981)
have argued that services are not amenable to the traditional analysis
of exchange relationships’because of their special characteristics as
compared to goods. However, their contentions are not convincing, 323
and it seems reasonable therefore to use the existing models of
comparative advantage as a point of departure in analyzing services.2?¢
These models suggest that the composition of trade in services will
depend upon a niation's relative factor endowments, technology,
realization of scale economies, product differentiation, and government
policies. Presumably these same considerations apply to foreign direct
investment involving services.

It appears appropriéte in this light to adapt to services the
empirical framework that has been used to analyze the determinants of
trade in goods.?” A notable attempt along these lines is the work by
Sapir (1981) and Sapir and Lutz (1980, 1981), who analyzed the
determinants of international ocean freight, passenger services,
insurance, and "ofher" services as classified in the IMF balance of

payments statistics, based on a cross-section of national data for as
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many as 52 industrialized and developing countries. The services trade
data were for 1977 and the proxy measures for factor endowments and
technology were calculated for reasonably adjacent years. The empirical
results indicated the importance of physical capital abundance in
explaining trade in ocean freight and passenger services and human
capital in insurance and other services. Scale and locational factors
were significant in a few instances. Given the usual caveats about the
empirical implications of the underlying theory and the crudeness of the
data, the results are nonetheless suggestive in lending support to the
usefulness of the framework of comparative advantage as applied to trade
in services.

Work by Saxonhouse (1983) is also pertinent here. He sought to
investigate in a comparative context whether the large size of Japan's
distribution system*and the small Japanese exports of technology
services were unusual by international standards. For this purpose, he
used cross-section data for eleven countries for GDP originating in 23
sectors and technology trade iﬁ 25 sectors for the years 1965, 1973,
1975, 1977, and 1979. His explanatory variables included national
measures of capital stock, labor, educational attainment, distance,
petfoleum resources, iron ore, and arable land. Country-specific dummy
variables were included in the pooled, cross-section regression
estimates to allow for characteristics not included in the endowment and
other variables. The results wgre that very few of the Japanese country
dummies were statistically significant. Saxonhouse concluded therefore
that the size of Japan's distribution system and its trade in technology
services were not unusual by international standards compared with other

major countries. This is a further example accordingly of the role that
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factor endowments and related variables may play in determining the
structure of production and trade in services.

Finally we may mention work by Sapir and Schumacher (1984), who
attempted to calculate the direct employment effects of changes in the
composition of trade in commodities and services for the U.S., Japan,
and six of the major European countries for individual years between
1970 and 1981. They used primarily a l6-sector breakdown of
manufacturing industries, measures of sectoral labor-gross output ratios
for 1977, and trade in constant prices for the individual years. Traded
services were represented by only three sectors -- transport, travel,
and other private services -- on the basis of IMF balance-of-payments
statistics, and the labor-output ratios were calculated from domestic
data. The difficulty here was that the labor-output ratios for services
were based upon the domestic production data for essentially nontraded
services. As Sapir and Schumacher themselves note, the resulting ratios
may thus overstate the labor content of trade in services, and it turned
out that these ratios for services were in fact larger than for goods.
Calculations were made of the employment effects of changes in the value
of trade in both goods and services for each of the eight countries
globally and with respect to the developing countries. 1In the latter
case, an equal expansion of the export of services and the import of
manufactures was shown to be detrimental to employment in the
industrialized countries.

While the work by Sapir and Schumacher is highly suggestive, it
has several limitations. As mentioned, it considers only direct
employment effects, uses labor-output ratios for nontradable services to

represent tradable services, and implicitly assumes that goods and
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services are substitutes in trade for each other.??® In principle, these
limitations could be dealt with by using a more general model which
allowed for both direct and indirect effects in terms of an input-output
structure and the associated imports and exports of goods and services
for the individual sectors.2?® This would of course necessitate
disaggregated data on the production and trade involved, which may be
difficult to obtain for reasons mentioned earlier. But only if such
data become available, will it then be possible to make more systematic
calculations of the economic effects of changes in trade in goods and
services.

None of the aforementioned studies dealt explicitly with the
determinants of foreign direct investment involving services, which we
have seen above to be especially important in the case of the U.S.

There is reason to believe, however, on the basis of work by Baldwin
(1979) that the same types of factor endowment and related variables
which may serve to explain the composition of trade in goods can be
applied to foreign direct investment. This finding should carry over
presumably to investment in services, although whether it does in fact
remains to be seen.3°

| If it can be granted that international trade and investment in
services are governed by the conventional economic and policy-related
variables which determine comparative advantage, this in turn will
establish the basis for analyzing the effects on economic welfare of the
existing structure of trade and investment in services and possible
changes in this structure. As mentioned above, considerable attention
has been given especially in the U.S. to documenting the foreign

restrictions faced by U.S. firms engaged in trade and investment in
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services. In this connection, it would be interesting to review the
restrictions on services which exist around the world in light of the
models of the political economy of protection and lobbying which have
been developed in recent years in .order to detérmine if the same
considerations apply to services as to goods. Off hand, I would not
expect any important differences to emerge in such an analysis.3?

Further, restrictions on trade and investment in services can be
analyzed using the same kind of cost-benefit analysis that is used for
goods. That is, it should be possible to determine what effects
existing restrictions have on consumers and producers and the return to
factors and how these might change if restrictions were reduced or
removed altogether. Again, the data requirements may be an important
limiting consideration, but this should not controvert the applicability
of determining how economic welfare may be affected in given
circumstances.

This leads to a final point of whether and why there should be
concern over existing and possibly new restrictions on trade and
investment in services. The data on trade and investment in services
presented earlier suggest that the magnitudes are relatively small
compared to goods. Further, it can be argued that the restrictions
affecting trade and investment in goods are far more important and
damaging, and that the GATT system seems rather fragile and increasingly
unable to coée with the situation.3*? It is not surprising therefore
that there has been reluctance in many countries to support the U.S.
initiative on services. It would be useful in this light if
calculations could be made of the costs of existing or potentially new

restrictions on services. We would then have a more firm foundation on
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which to base judgments and to consider the desirability and feasibiiity

of seeking changes in policies for individual nations and groups of

nations.

vi. Summary and Conclusions

our discussion suggests a number of conclusions, which are noted

below.

1.

2.

Services come in a variety of forms and in the manner by
which they change the condition of goods and persons. There
is a continuous interaction between goods and services due to
changes in technology and resulting changes in the activities
carried on within and between firms. Intrafirm services and
collective and pure public services provided by government
involve difficult problems of measurement because of the
absence of market analogues.

Existing classifications of services in domestic transactions
and international transactions used in balance-of-payments
accounts involve many incompatibilities. The activities of
foreign affiliates engaged in service industries are not
reflected systematically in either of the foregoing
classifications. It is difficult therefore to obtain an
accurate indication of the level and changes in the values of
services for particular sectors and overall. There is an
obvious need accordingly for improved and more detailed data
on services and for concordances among the various systems of

classification which are used.
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Given the existing data, it appears that transportation and
travel-tourism are the major categories of traded services in
the U.S. and other major industrialized countries. While the
income generated by U.S. owned foreign affiliates in seévice
industries is substantial, manufacturing and other sectors
are relatively much more important. It is not obwvious
therefore how large the benefits might be if existing
restrictions on trade and investment in service industries
were reduced or removed entirely and potential new
restrictions avoided. More substantial gains might be
realized accordingly by concentrating on the liberalization
of restrictions affecting goods, while at the same time
preparing the groundwork for liberalization efforts involving
services.

Trade and investment in services presumably are determined by
the same influences which shape comparative advantage in
goods. These influences include factor endowments,
technology, and government policies. The same normative
considerations involving economic welfare will apply to trade
and investment in both goods and services. This reinforces
the need already noted for better data in order to permit
more effective analysis of alternative policies relating to

services.
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Footnotes

iThe research underlying this paper was made possible in part by
assistance from the Ford Foundation and the Donner Foundation. Helpful
comments on an earlier draft were received from Alan V. Deardorff,
Partha Sen, and graduate-student members of the Research Seminar in
International Economics at The University of Michigan. Bernard Hoekman
and Judith Jackson are to be especially thanked for their assistance
respectively in organizing some of the data and in the typing and
revisions of the paper.

15ee, for example, Brock (1982), Diebold and Stalson (1983),
Gray (1983), Grey (1983a), IMF (1984), Sapir (1982), Schott (1983,
1984), Stalson (1983), and USTR (1983).

3In his conception and examples of services to persons, Hill
(1977) apparently has households and individual consumers in mind.
However, as will be evident from our ensuing discussion, there may be
many kinds of services rendered to businesses which are only indirectly
reflected in the goods being produced. Perhaps one can consider the
entity of a business firm as a person in this light.

+The Government of Canada report includes services embodied in
goods as a separate category, but there is no clear way of
distinguishing the services involved as we note below. It might be
argued nonetheless, as Michael Leidy has suggested to me, that using
Lancaster's framework of product attributes, we could think of goods in
terms of the services which they provide, and that there may be some
services which exist independently of goods.

5The examples given here relate primarily to traded services,

and no distinction is made as to whether the services are provided by
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private or public enterprise. Hill (1977, pp. 331-36) discusses the
provision of collective and pure public services (e.g., education,
public health, roads, etc.; public administration and national defense)
which involve important elements of externalities and can be
characterized as "unsolicited” services. The provision of collective
and pure public services may have an important bearing upon a nation's
domestic economy and external trade by affecting the cost and
availability of many private services. This will be the case, as well,
if governments undertake regulatory policies which may limit or protect
the activities of its service sectors.

¢Thus, as Herman and Van Holst (1981, p. 9) point out, one can
think in terms of a stock of service-rendering capacity which must be
available to meet demand. This may in turn clarify Hill's contention
(1977, p. 318) that services cannot be analyzed in terms of conventional
market exchange because they cannot be transferred like goods between
economic units. Hill may be correct in a narrow sense, but surely firms
and households will be sensitive to price differences among the entities
which offer services for sale.

Bhagwati's conception is that as specialization emerges owing
to economies of scale, service activities will be splintered off and
become part of inter-firm transactions. He views this as technically
progressive. On the other hand, when goods are splintered off from
services due to technological progress, we may be left with relatively
unprogressive service sectors as conventionally measured.

8See Kravis, Heston, and Summers (1982, pp. 133 seq.) for a
careful empirical analysis of alternative measures of these types of

services.
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'For more details, see Kravis (1983, esp. pp. 6-8).

10Se@e Bhagwati (1984b) for a theoretical analysis of why services
are cheaper in poor countries.

11See especially Bhagwati (1984a, b), Economic Consulting
Services, Inc. (198l1), Government of Canada (1982), Hill (1977),
Katouzian (1970), Kravis (1983), Kravis, Heston, and Summers (1982,
1983), Krommenacker (1984), Saxonhouse (1983), Shelp (1981), Summers
(1983), and USTR (1983).

12Thus, Kravis (1983, pp. 15-16) cites transportation as a
standard category in the industry-of-origin classification while the
component involving passenger fees reflects a final-demand category. He
notes further that trade is an important domestic service industry in
its own right, but that distributive services are considered part of the
value of the goods or services when they are traded internationally. ,
The reason is that nonfactor services are measured based on gross sales
revenue or purchase values when they are involved in international
transactions, while in domestic transactions they are measured in terms
of value added.

131f foreign affiliates trade with third countries, these
transactions will of course not be included directly in the accounts of
the country of ownership of the affiliates.

14as Katouzian (1970, pp. 363-65) notes, the primary, secondary,
and tertiary categorization was popularized especially by the writings
of A.G.B. Fisher and Colin Clark. The treatment of services as
nontradables reflects the manner in which industry-of-origin and trade
data are organized. In particular, services may be treated as

nontradable according to conventions of national income accounting.
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Thus, for example, in their computational model of world production and
trade, Deardorff and Stern (1981) classify ISIC sectors 2 and 4-9 as

nontradables.

135See USTR (1983, p. 114) for the complete list of countries.
The 25 countries combined accounted for more than 90 perc;nt of the
world totals.

16aps indicated in the table and in the preceding footnote, the
totals refer to the 25 largest services exporters.

17This point is made also by Kravis (1983, p. 25).

18The sum of fees and royalties (item 3d) and other private
services (item 3e) presumably corresponds to the category of Other
Private Services in Tables 4 and 5 above. '

19This is the conclusion reached also by Kravis (1983, pp. 23 and
29) in terms both of the relative importance and growth experiences of
most services for the U.S.

20In this connection, see Feketekuty and Aronson (1984), Frazee
(1983), Grey (1983b), and Sauvant (1984). | |

31See, for example, Government of Canada (1982), Krommenacker
(1984), Schott (1983), Shelp (1981), U.S. Department of Commerce (1980),
USITC (1982), and USTR (1983).

212FPor some recent analyses of particular sectors and countries,
see Feenstra (1984), Grubel (1984), OECD (1983), and Tucker et al.
(1983).

23See the various chapters in Jones and Kenen (1984) for in-depth
analyses and surveys of the important recent theoretical and empirical

developments in international trade theory and policy.
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24Caves (1982) is a useful source on foreign direct investment.
See the May 1983 issue of the Journal of International Economics for a
symposium on international factor mobility.

1sSee footnote 5 above for a comment on Hill's contention.
Herman and van Holst maintain that it is necessary to "disentangle the
causality chain" in order to understand the basis for comparative
advantage, but they are not explicit in how to accomplish this.

26In this connection, see Bhagwati (1984b), Deardorff (1984), and
Hindley and Smith (1984).

21750me work has been done to develop forecasting equations for
trade in services, but these efforts usually stress financial
determinants as in the case of investment income or the effects of
changes in relative prices and income on the demand for particular types
of services. See, for example, Proctor (1982).

285ee USITC (1982) for some estimates of the amount of U.S.

merchandise exports related to the activities of selected service
industries, and what the effects on exports might be if existing
barriers to trade in services were reduced.

29Tt might also be useful to allow for intercountry effects in a
multilateral setting, as, for example, in the Michigan model of world
production and trade. See Deardorff and Stern (198l).

sopeardorff (1984) has some theoretical reservations on this
matter which suggesf that comparative advantage may not apply when
considering some of the activities of multinational firms.

115ee Kravis (1983, p. 30) for a classification of service
industries involved in current U.S. trade liberalization efforts,

classified by the motivations of foreign restrictions. These
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motivations include: cultural identity; financial stability, national
sovereignty or security; and the protection of the public from monopoly
power, fraud, or other undesired practices not easily discerned by
consumers.

33This view is expressed forcefully in Grey (1983a).
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Table 1

Shares of Services in Expenditures on
Final Demand in the U.S. in Own
. Prices and International Prices, 1975

, Expenditure g Shares in Own ! Shares in International
Category é Prices é Prices
Housing ! 24.1% ! 27.4%
Gross rent ' 20.3 : 22.6
Medical care : 14.2 ' 9.3
Education ; 12.9 : 8.7
Hotels and restaurants : 7.2 : 8.6
Other : 18.8 : 19.3
Public transport : 1.1 : 0.9
Communication : 2.6 : 3.0
Recreation : 3.0 : 2.8
Barber and beauty shops ‘! 0.7 : 0.5
Government E 22.8 ; 26.7
Total ; 100.0 g 100.0
Service expenditures : :
as % of GDP l 49.3 | 38.4

Source: Adapted from Kravis (1983, p. 7).
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Table 2

Shares of Service Industries in
GDP and Employment in the U.S., 1982

Industry ! Share of GDP ; Share of Totala
Category ; in Current Prices i Persons Engaged
Transportation ! 5.1% { 4.4%
Communication : 4.1 5 2.0
Electricity, gas, etc. 4.3 5 1.3
Wholesale trade : 10.2 ; 8.1
Retail trade ' 13.5 ; 20.8
Finance, insurance § :
and real estate ! 24.4 ; 8.6
Other private services ! 20.9 ; 30.3
Government services ; 17.5 ; 24.5
Total 2 100.0 g 100.0
Services as % of total é 68.5 ; 70.6

8Total of full-time equivalent employees plus self employed.

Source: Adapted from U.S. Department of Commerce, Survey of
Current Business, July 1983, pp. 68 and 74.

Table 3

Total World Exports of Services and Merchandise,
Investment Income, and GDP for 1980 and Growth Rates for 1970-80

! ! Average

: Value i Annual Growth,

E ($U.S. Billions) ; 1970-80
Services exports ! 350 ! 18.7%
Merchandise exports : 1,650 : 20.4
Investment income E 225 i 22.4
Gross domestic product E 9,389 E 14.2

Source: Adapted from USTR (1983, p. 110).
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Table 5

Percentage Shares in World Services Exports in 1980
for the U.S. and Other Major Industrialized Countries
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1973 and 1983

Table 6

(Bitlions of U.S. Dollars)

by Type and Geographic Area,

United States Exports and Imports of Merchandise and Services
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1973 and 1983

Table 7

(Billions of U.S. Dollars)

by Type and Geographic Area,

Canadian Exports and Imports of Merchandise and Services
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the present 10 member countries.

Foreign Department, Balance of Payments Monthly, April 1975, pp. 63-68 and April 1984,

Bank of Japan,

1973 data are thus not strictly comparable with 1983.
pp. 69-72.

.
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For 1973 the EEC comprises the original six plus the U.K. and for 1983,

a
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‘Table 9

1973 and 1980

(Billions of U.S. Dollars)

EEC-6 Exports and Imports of Merchandise and Services
by Type and Geographic Area,

el e B~ Ow OO OO N
- . .. . . . . A .. ..
g|leww Mo OO0 MO NT v <
o - N [ ] 1 ]
[}
e cadmecnooossonsasnnacanacsancascsssnaasssecsscencnacaacnancannanane
-; Q. om o< onr o~ QQ wm Tm 00 00 OO0
- E|lam N O NO© - nm -
6 |S[9% 98 2% 28 -8 88 88 88
| ol - I - L adh od Lol od - v
| =e wn me oM 00 oY *o oo oo oo
X|lo~s OO0 o o™ oo N— (X ]
185 582 &% 2% o 28 88 88 88
- < -
@ TN I <0 N IO o~
- .. .. .. . ..
g |~ O OO0 OO OO on o
o -1 [ S | [} ] .
(8 :{MOM 0T O OO OM KV oK oM O~ MmO
- Q Q . . e .. .. . . .« . [ .« e
- E [N noeo v PN vm [y N.)] -0 - < (% B ad
q¥ | ~] <O - - - oM wT OO
o o~
a nwmn oo Ov 0O o w9 T DM TN O«
x| a nw mm NN O+ V@ T- no VO OV
w mN - o~ me OM OO0
o o OO 9~ 0T o O
3 ww *n o- oo oN TO ??
o ";":.?:":-;;.?":»':":::5":5:"'-o Nin 0w ©0 wm
(8] E ~® ~ @ 0w tn © (R 0 (')v bm NO Nm
w | 0w - o~ nNT << OO
w o~
d N =< =< 00 IO &~ OO noN 00 1w
X O VY <V +M WO OO nmm oM >~
w mg - - o M T NO
. < - M O~ [T IR ol - - TN ~Mm
s|o~ 66 oo ¢ 292 % %¢
7] [ (=} ?? o o]
c e cofmacessescssnansenancacasaneccsanacssscsasssessnnanescoaanaeean
a a E- TN O~ g— 58 -m 8m @ ™ [oXe] Q)
] E NN o— [o X e) -0 .+ OO o] - .- OO
2 - o 00 O
R I RIPTN. - SIS, . AU
d N B0 Mo Qo os gm - @ MmO MM oN
x|+~ Ov oo -O o : O oo v e O~
w | [« o O
. on MmN MY ~0 N B - @
Q| -w —o oo oo -0 ‘N o
m - [o ]
] ]
(7] d O W9 ~a@ O oGO O~ oM o~ oo 0o
=] 13 wo nwe ot ON OO0 o Oh ~~ nv o~
-.---..............-......................-...-.........-.....-...
d. O" GHD wN vw meo mv [ N+)] (DO 'eh QQ
X|~uw wh - ~® -0 -0 <0 um mv ~a
w| - - - oo
2 ot Ao B B oM = &~
- c+ O+ OO o— on o .
] o— [eXe] P . . O
° «© ?? 09 OO oo o
b o] e copmececsccancnccsacanancncsssncsersnccccancancscesecctncene oo oo
g n- < - MmO Qg 82 88 89_) 80 [ N--] ~ n
. . e - . .
[ E|]~r< O : 3 P : O 0 OO0 OO
°© = £2..22..22..22 . QC.eeeeeeee
]l o~ e O OO O~ b MO omw OO0 OoOw
(o} . . . . - M - (o R O« - . . . .« . . .
x - Ov— .« . . . P « . R o0 LR o > o
w 00 00 OO 00 O
|8 [ X*] ™0 o0 ™O 0 MO0 ™O ™o mO ™m0
g @0 SO MO MO D MO MO N~ D MO
L1 [ X1 [ K] o0 00 [N (2 X)) [ X [ X oM [N
= -~ - - - > - >-— - - - - - - - - R adl od Lol o
c
[*]
-
>
3
o -] [
-~ Q - [}
] E I 3]
Q Q > [*] +~ 0 -
[ - - Q (2] > -
[] % - 0w C - 8 c
0 |s (3] [¢] (] Qo - TU o Q
Q ] - Q - het (¥ c (7] E
> ] > 7] [} Q L - +* QaQ + Q
- - (S [= > - Q> [« (o) = - 0 E
° [ ] « Y Lo Q [ ] ] o0
[~ ] [ [ & + Q0 E L + 20
] [ ad - o ou - co (o] cc
£ - "] [T - — -
(4] ) [ Q
[ - . . . > f
Q [o] ] el [§) kel [« [ - .
- - [ o~ o~ o~ ] a® ¥l
" <
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1976, pp.

100-117.

Statistical Office of the Eurocpean Communities (Eurostat), Balances of Payments, Geographical Breakdown,
PP.

131 and 1982,
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131
133
134
135
129
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141
143

Appendix Table 1

PROPOSED CLASSIFICATION FOR
INTZRNATIONAL TRADE IN SERVICES

SECTION 1 <« 3SZRAVICES DIRECTLY RELATED 70 PEOPLE

EZealth Services for People
Consulting, diagnostic and therapeutic services, medical,
dental and similar

Hospital ard similar patient care services
Other health services directly related to people

-~

2ducatinn Services

General programs of elementary education

Programs of vocational education at the primary level
General programs of secondary education

Programs of vocational education at the secondary level
General programs of post-gsecondary education

Programs of vocational education at the post-secondary level
Programs of education not definable by level

Cultural and Reereational Services

Live performances, theatrical and similar
Sports events, live

Pilm rental service

Performance and broadcasting rights

Other cultural and recreational services

foaé _and Accommodation Services for People

Pood and beverage services
Accommodation services for those not requiring special

services
Accommodation for those regquiring special services

Correctional Services
Carrectisnal services

Saploavment Servicas

Emplovee recruitment and employment placement services
Fersonnel services except recruitment and placement

Other services related to employment

44
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19

191
132
193
199

21
210
22

221
222
229

231
233
239

291
292

45

Other Services Directlvy Related to People

Personal grooming services
Personal councelling and guidance services

Religious services
Other services directly related to people, n.e,s.

T3S

S2CTION 2 = SERVICES FPOR THE PROPAGATION AND CARE OF FLAN
AND ANIMALS

Conesultinag Services Related to Plants and Animals

Consulting services related to plants and animals

Health and Nutrition Services for Plants

Applications of plant pesticides
Nutrition services for plants
Other health services for plants_

services for Plant Propagation and Barvesting

services related to logging
Soil preparation, seeding, planting and related services

Other services for the harvesting and management of
vegetation

Health Services for Animals

Veterinary and related services

Food, Accomodatiom, Propagation and Miscellaneous Services

for Animals

Food and accommodation services for animals
Other services related to animals and animal care
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SECTION 3 =~ SERVICES RELATZD TO LAND, WATER, AIR AND MINERALS
31 Surveying, Consulting and Maoping Services, Land and Resources

211 Consulting services related to land and other natural
resources

212 Laboratory services related to land, water, air and mineral
resources

313 Mapping, surveying and weather forecasting services

32 Renting, Buving and Selling of Land and Natural Resources

320 Renting, buying a2nd selling of land and resources

34 Mining and Well Drilling Services

341 Petroleun field exploration, development, and operating
services

344 Ore milling services

349 Other mining and earth moving services

39 Othar Services Related to Land and the Environment

3e0 Other services related to land and the environment

SECTION 4 =~ SEZRVICES RELATED TO BUILDINGS AND OTHER PIXED ASSETS

41 Architectural, Engineering, Design, Decoration and Appraisal
Services for Buildings and Other Fixed Assets

411 : Architecstural, engineering, and design services for buildings
and other fixed assets
419 Decoration, appraisal and other services related to the

construction of buildings and other fixed assets

42 Renting, Buving and Selling of Buildings and Other Fixed Assets

421 Rental services for buildings, residential or non~residential
423 ‘Rental services for fixed assets except buildings
425 Buying and selling services, buildings and other fixed
assets
44 Repair, Renovation and Related Construction Services, Buildings
and Other Fixed Acsets
441 Repair services, buildings and other fixed assets
442 Renovatinsn and construction services, buildings and other

fixed assets
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Management and Maintenance Services, Buildings and Other Fixed
Assets
Management services, buildings and other fixed assets
Maintenance services, buildings and other fixed assets

Other Services Related to Buildings and Other Pixed Assets

Services of transportation terminals and facilities
Other services related to buildings and other fixed assets,
n.,e.s, .

SECTION 5 - SERVICES RELATED TO THE MANUFACTURE AND MARKETING
OF GOODS, EXCEPT TRANSPORTATION

Degign and Manufacturing Services for Transportable Goods

Designing and preparing drawings for goods to be manufactured
Custom manufacture of goods from others' materials

Storage of Goods Exceot Live Storage of Vehicles

Food storage, refrigerated or not, not bonded
Non-food storage, refrigerated or not, not bonded

Bonded storage services
Marketing and Rental Services, Transportable Gonds

Services of purchasing and sales agents
Rental of transport eguipment with or without operators

Rental of industrial machinery and eguipment except transport

equipment
Rental of transportable goods, n.e.s,

Pranchising services

¥ainternance, Revair and Servicing of Manufactured Goods

Maintenance, repair and servicing of household and personal
ejuipment :

Maintenance, repair and servicing of transport equipment

Maintenance, repair and serviecing of other manufacturecd

goods

iceg Related to the Manufacture and Marketinag of Transonrtable
Goods, n,e.s,

Service

Services related %o the manufacture and marketing of
transportable goods, n,e.s,
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SECTION 6 = TRANSPORTATION SERVICES

€l Air Transport Service

611 Air transport, passenger
€12 Air transport except passenger

€2 Water Transoort Service

21 Water transport, passenger

623 Water trancsport except passenger

62 Pail Transport Service Except Urban Transit

631 Rail transport, passenger, except urban transit
5§33 Rail transport service except passenger

64 Urban Transit and Other Passenger Transport Services

541 Urban transit service
643 Bus transpnrt service except urban transit service
€45 Other passenger transport services

649 Services incidental to passenger transport

66 Truck Transport Services

660 Truck transcort services

67 Pipeline Transoort Service

€70 ?ipeline transport service

29 Other Non—Passenger Transport and Services Incidental to Transport
691 . Other non-passencer transport services

695 Services incidental to transport, n.e.s.

SECTICN 7 -~ SERVICES RELATED TO RECORDS AND INFORMATION

71 Information Originating Serwvices

712 Research services, basic and applied

72 Writing services, verbal

Tl Cemposing and arranging services, musical and chereographic
715 Photographing (including video taping) services

716 Sound recording services

719 Other information originating services
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Informatinn Processing Services

Computer services
Accounting, auditing and bookkeeping services

Other ianformation processing services

Co-munication Services

Information transmission, postal, telegraph and cable
Information transmission, broadcasting

Iaformation transmission, n.e.s,
Communication equipment, circuit and channel services

Publicity Services

Advertising services
Saleg promotion and publicity services except advertising

Other Services Related to Records and Information

Other services related to records and information

SECTION 9 « SERVICES OF GENERAL APPLICATION

Management and Adminigtrative Services, n,e.,s.

Management and administrative services, except public
administration
Putlic administration and management services, n,e,s,

Legal, Judicial and Legislative Services

Legal services
Judicial and legislative services

Protective Services

Natimnal defence services

Police and crime prevention services
FPire protection services

Protective services n.,e.s,

Insurance Services

Health and accident insurance

Life insurance
Insurance services except health, accident and life
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96  Dinancial Services
%€l Deposit and loan services

963 . Money transfer and foreign exchange services

965 Security and commodity exchange and brokerage services
959 Other financial services

a9 Miscellaneous Services n.e.S.

Q9] Consulting services n,e.s,

Q99 Other miscellaneous services n.e.Ss,

Source: McKellar (1982, pp. 1-7).
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