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PREFACE

This survey and analysis of the availability of data on Canada's
exports and imports of services has been developed under contract for
the Task Force on Trade in Services. It represents one of the speciflc
tasks required to identify the extent of existing data on Canadai's
international trade in services and to make recommendations on Improve-
ments in the data base and classification system. The classification

of services developed by Mr. Neil McKellar constitutes the other
-specific task. This survey and analysis is based on that classifica-
tion system and it should be read in conjunction with that report.

Randali Geehan Economic Consultants Ltd..

April , 1982
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Introduction

Organization of the Balance of Payments Accounts

The Balance of Payments has three principal components -- the current
account, capital account and net officiai monetary movements. The current

account is in turn split into merchandise tracie (also called "visible" trade)
and "invisible transactions". The term "invisible transactions" is used in
the United Kingdom-.but is uncoeunon in North America. However, it is a very
useful terii as it in turn covers three constituen~t components: trans fers;
profit, 'interest and 4dividends (or factor income flows); services.

In the Canadian Balance of Payments, inheritances and migrants funds plus
personal and institutional reinittances make tmp the transfers comporc.
Transfers are deffned as transactions for which there is no qui~d pro quo. The
Canadi.an Balance of Payments records i.nterest and dividend flows but does flot
record upnremtte4 profits, i.e. the portion of retained eamlings of Canadian
test4nt corporationls attribuztable to non-resident shareholdrs and the portion
of retained earnin95. of foreign corporations attribttable to Canadian residen.t
sharelsol4ers. By cpntrast, the U.K. and U.S. accounts are two of the fe%
countries which do include these unremitted pr'ofits as entriés in the current
and capital accounts. Bath countries enjoy a surplus of receipts over payments

on hisite, weras anaa 14l sho a eficit~ if data wre >avalable. This
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components: transfers; profits,. interest and4 divl4nds; services --. despite

the tact that neither the U4.S. nor the Canadian Balance of Payments records

entries. ini this way. Thiis report is concerned with services narrowly defiç,ed

as in the U.K. accounts.

Intere.st and Dividends

It is worth neting that the balance on Canada's' fnterest and dividendk

transactions fis-affected substanially by world inflation. Canada is a net

debta.r niationi whereas, the U.S. and U.K. rare net creditors. As a result,



Travel

A major component of service flows is reported under 11travel", which
covers ail expenditures by non-residents incidentai to travel in Canada
<recelpts or exports of travel services) and ail expenditures by Canadian
resi dents i nci dental to travel abroad (payuients or i mports of travel servi ces).
International traveliers include tourists , business travellers, students,
shoppers, commuters, seasonal workers, convention delegates, airpiane and truck
crews, diplomats and mlitary personnel, etc.

Travel expenditure includes international fare payiments, lo4qing, food,
entertainment, local transpprtation~, personal services, gi fts and other goods
purchased. Because many services, by their very nature, are consued at the
point of purctiase, thiey are purchased only by travellrs., Therefore, an
allocation of exports and imports to any classification of services is heavily
dependent on th avail4Miiy of. a dtailed breakdw of travel expanditure.
No country collects such highly detailed statistlcs, The available Canadian.
~daad permit a spllt intç expenditure on fares (by mode -- airship, rail,
bus) versus 411 othr

Ptublishe Balac of Pay ts statistics for Canada contain a wealth of

of~~~ ~ ~ trnatonadQ gorpiclrgo. Data are ailable on aquartely
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U. S. Data

Published U.'S. Balance of ?ayments data on services transaction~s is, for
the most part, less detailed than Canada's -- for exa#nple>. the U.S. has no

survery whicW provides Metalls cmarable ta those reported on the quadrennial
survey of business services referred to above. The Canada-Ulnited States

comoets of~ the trvel exedture estirnates are deri vec f rou a cooperati ve

effort which resuts~ in each cutyexchanging adreceiving essentially the
same quality of«data.



U. K. Data

Published annual data on services in the U.K. Balance of Payments are more

ýdetai1ed than the regularly published data of Canada or the U.S. In particular,

the U.K. presentation includes more detailed esti mates of financial services.

Whereas Canadian services data are available in roughly comparable detail, the
details are only published every four years, coinciding with the availability

of special survey resuits. A careful reading of the U.K. notes on sources and

methods reveals that the policy of their Central Statistical Office is to lean

much more toward a policy of publishing estimates even when they are based on

a roughly similar or lesser;quality of basic data sources as are (unpublished),

Canadian estimates. For example, estimates of receipts for banking services

are published for 1971, 1978, 1979 based on a 1976 survey and an estimate of

export of solicitors services is based on VAT returns. frein 1974 to 1977 "but

estimates for other years are notional'l (UJnited Kingdon Balance of Payments,
1980 edition, p. 20).

Couwent.s on U.S. and U.K. data in respect to particular categories of serv-
ices appear throughout the body of this report.

Conclusion on Data Quality

Close study of the Canadian Balance of Payments accounts and less intensive
analysis of U.S. and U.K. data have led*. the author of this report te the
conclusion that the Canadian data are at least as good, if flot better, in terms
of available detail and reliahility of the estimates. Of course, it is always

possib le to recouunend iinprovements -- speclfic suggestions are included in an



data. For many classifications there are also comparisons with and comments



SECTION 1 - SERVICES DIRECTLY RELATED To PEOPLE

Health Services for People

Estimates-(1977):

(S millions)
P ayments

Recei pts
26.3

no separate data

Comiments These figures represent the payments and receipts of provincial
governmenit health insurance plans for the claims of Canadia,
residents incurred abroad and for claims recelved for services
provided to non-residents1 travelling in Canada.

Education Services

Estimates : No separate data.

Comments: nd foreign students ir, Canada
res on the internationsal

ture figures do not contain
separate travel expendi ture
for students; however Can~îa-
~speçify the main purpose of

y "othelr" and non-resi dent
ieckç the category "study", if



Cultural and Recreational Services

131 Live performances, theatrical and similar

Estimates (1977): Payments 0.3

($ millions) Receipts no separate data

133 Sports events, live

Estimates (1977): Payments 16.7

(millions) Receipts 1.6

134 Film rental services

Estimates (1977): Payments 83.6

($ millions) Receipts 1.0

135 Performance and broadcast rights

Estimates (1977): Payments 17.8

($ millions) Receipts 13.8



U.S. and U.K. Data

The U.S. consultants report (ECS) coritains estimates of film rentai

receipts and payments. The U.K. Balance of Payments reports sepa-
rate figures for films and television which caver expenditures and
receipts withi respect ta rentals, royalties, production costs and

film purchases.

14 Food and Accommodation Serviices for People

Estimates :No separate data.

Comraents : Thsse expenditures are included tsnder travel expenditures and

recalpts in the Balance of Paym.nts.

U. S. and U.K. Data :
Published data are similar ta Canada's. The ECS const*tant's
report for the U.S. includes -an estimate of accoamodation serv-

ices but good quality data are flot available.



Other Services Directly Related to People 1 .2

Estimates~ : No separate data.

Comet : Personal service epnitures and receipts are included in travel
expdture in the Balance of Payments off Canada and other count-

ries.



SECTION 2 - SERVICES FOR THE PROPAGATION AND CARE

OF PLANTS AND ANIMALS

Es timates :Na separate data.

Consulting and other business services in this section of the

classification of services are included with "consulting and

other professional services" as reported on the quadrennial

Balance of Payments survey of "Business and Miscellaneous Serv-
ices and Charges" (BP-21S). An estimate of the value of serv-

ices of small firms of consultants and independent professionals

is also incorporated in the Balance of Payments but the amounts

are small and no details are available.

Comments :



SECTION 3 - SERVICES RELATED To LAND, WATER, AIR AND

MINERALS

Estimates :No separate data.

Comitents

(BP-



SECTION 4 SERVICES RELATED TO BUILDINGS AND OTHER

FIXED ASSETS

n and
d Assets

separate data

220.9

tional

(from the
te for
survey of



42 Renting, Buying and Sellinq of Buildjigs

and Other Fixed Assets,

Estimates No separate data are available.

44 Repair, Renovation and Related Construction

Services, Buildings and Other Fixed Assets,

Estimates (1977):

(S millions)

Paflnents
Receipts

33.0
no s£ýparate data

Co0 r? nmet s This estimate i~s based on UJ.S. data. Payments to other countries

and ail recaipts by. Canadiani coompanies are a component of "consult-

ing and othier profession&1. services" as reported on the quadrennial

Balance of Paymernts survey of "Business and Miscellaneous Services

and Charges" (BP-21S).

U.S. and U.K. Data :
See the notes to çategory 41.

45 Manageen and4 Maintenance Servces,
Buildincis and Other FixedAssets



SECTION 5 -SERVICES RELATED TO THE MANUFACTURE AND MARKETING

0F GOODS, EXCEPT TRANSPORTATION

Design and Manufacturing Services
for Transportable Goods

Esti mates:

Comments

52

No separate estimates, except for the Item T Special Toollng
and other automotive charges", which for conceptual reasons
belongs more to merchandise trade andi so is excluded here.

Other components are likely include4 in the Balance of
Payment.s categories "scientific research and product
development' or consulting and other professional
services" which are collêcted on the quadrennial survey
Bp-aiS.

Starage of Goods Except Live Storage of Vehicles

Estimates : NO SeParate data.

Storage costs are a coipponent of freight and shipping, see
SectiAon 6.

comments :



54 Marketing and Rental Services, Transportable Goods

541 Services of purchasing and sales agents

Estimates (1977): Payments 197.7

($ millions) Receipts 264.6

542 Rental of transport equipment with or without operators

Estimates (1977): Payments 265.2

($ millions) Receipts 96.2

544 Rental of industrial machinery and equipment except transport equipment

Estimates (1977): Payments 25.0

($ millions) Receipts 17.0

548 Rental of ti-ansportable goods, n.e.s.

Estimates : No data, likely negligible.

549 Franchising services

Estimates (1977): Payments 11.0

($ millions) Receipts O



Maintenance, Repair and Servicing of Manufactured Goods

Estimates (1977)(partial):

($ millions)
Payments

Recel pts
n0 separate data

14.1i

Payments*and receipts of this type are included under "expend-
itures In foreign ports by*Canadian shipping operators",
'expenditure in Canadian ports by forelgn shipping operators",
plus airline expenditure and several classifications of business
services in the Balance of Payments. Respondents are flot asked
te report maintenance and repairs separately. A separate

-estiulata is made for "sip repairs n.e.i." in ýMe Balance of
Payments and that partial figure is reported here.

Services Related to the Manufacture and
* Marketing of Transportable Goods, n.e.s.

Estimates (1977):-

($ millions)
Payments

Recpi pts

~Separate data are not available on all of the.
ices that are classified te this category.

specialized serv-

Conïen ts

59

Comments:

9.2



SECTION 6 - TRANSPORTATION SERVICES

61 Air Transport Services

611 Air transport, passenger

Estimates (1977):
($ millions)

Paymmts

613 Air transport, except passengLr

Estimates (1977):
($ millions) •

Comments :

Payments

Receipts
58.5

38.8

Passenger fare estimates are based on the survey of international
travellers and include an estimate for receipts of Canadian car-
riers from non-residents travelling to and from locations outside
Canada. The figures for classification 613 are for air freight.

601.4

301.8



Water Transport Services

621 Water transport, passenger

Estimates (1977):
($ millions)

Payments
Recei pts

623 Water transport except passenger

Estimates (1977):
($ millions)

Payments

Receipts

Comments The bulk of passenger fare payments are for ship cruises, as
estimated fronw the survey of international travellers. Pass-
enger fare receipts are negligibie. The available data on
"gwater transport except passenger" are quite detailed, includ-
ing separate figures for ocean shipping, Great Lakes shipping,
interport earnings, and ocean freight on ail imports. Charter
payments/receipts are excluded from the above figures but are
included 'in 542, "rental of transport equipment". Canal
receipts/payments are included in 423, "rentai services for
fixed assets except buildings". Port expenditures/receipts are
included in 695, "services incidentai to transport, n.e..s."e.

U.K. Data :Separate figures are reported in the U.K. Balance of Pa.yments
for "tankers" and "dry cargo".

881.2

455.8



63 Rail Transport Service Except Urban Transit

631 Rail transport, passenger, except urban transit services

Estimates (1977): Payments 2.4

($ millions) Receipts 0.9

633 and 67* Rail transport service except passenger and
Pipeline Transport Service.

Estimates (1977): Payments 580.3
($ millions) Receiots 804.7



valued at the customs frontier and there is no inland
freight component. Payments to the U.S. are for in-transit
oil and natural gas movements via the U.S.

U.S. and .K. Data on Category 633:

The U.S. and U.K. merchandise exports and imports are
valued at the customs frontier in agreement with the
recomendations of the IF Balance of Payments Manual.
Canadian merchandise exports and Imports are valued at
place of lading. Hence the cost of transporting Imports by
foreign carrier to the Canadian customs frontier is
recorded as inland transportation services (imports). The
services of Canadian carriers in transporting exports to
the border is recorded as inland freight (export
services). This difference in treatment should be borne in
mind when making international comparisons of service
trade. he total of goods and services is unaffected by
the treatment used, whether the Canadian or IWf convention.



Truck Transport Services

Estimates (1977):
($ millions)

Payments

Receipts

559.8
638.2

Coriments : See the notes to classification 63, rail transport.

Pipeline Transport Services

Amalgamated with category 633 for reasons of

confidentiality.



SECTION 7 - SERVICES RELATED TO RECORDS AND

INFORMATION

Information Originating Services

711 Research services, basic and applied

Estimates (1

($ million

Comments :

U.K. Data :

Payments

Receipts
190

These figures equal the item "scientific research and product
development" as reported on the quadrennial Balance of Payments
survey BP-21S.

The U.K. Balance of Payments reports a figure for "research and
development" rceipts, but no separate category appears on the
payments side. Furthermore, research services are likely also
included in the U.K. figures for service receipts and payments
between affiliated companies or branches.-

services, verbal

arranging services, musical and choreographic

(including video taping) services

servi ces

71

977):



72 Information Processing Services

Estimates No separate data.

Comments Payments and receipts in this category are likely a component of

the item "management and administrative services" or 'consulting
and other professional services" as reported on the quadrennial

Balance of Payments survey of other service receipts and payments
(BP-21$). One additional piece of information is available from

a 1977 survey performed by Merchandising and Services Division of

Statistics Canada, as reported in Computer Service Industry_ 1977
(Cat. no. 63-Z22, annual). Total revenue generated outside Canada
(receipts) by establishments primarily engaged in providing
computer services is reported to be $10.2 million. The 1981
Balance of Payments survey BP-21S includes a separate category for
"computer services".

U.S. Data : The U.S. consultants report (ECS) contains estimates of U.S.



publfcity Services

Estimates (15
($ millions

Comments

U.K. Data :

177): Payments,
Recel pts

89.4

28.0

These figures are reported as the item "advertising 'and sales
promotion" on the quadrennial Balance of Payments survey BP-21S.
On the payments side an estimate for advertislng by the provinces
has been removeci from government expenditures and added here, in
agreement wlth Input-Output Division estimates.

The U.K. Balance of Payments reports 11advertîingl' credits and
liagency expenses and advertising" debits.

Other Srices Rel ated tao Records and. Information

Estimates : No separate data.
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SECTION 8 - (SPARE)



SECTION 9 - SERVICES OF GENERAL APPLICATION 29

91 Management and Administrative Services.
92 Legal, Judicial and Legislative Services.

93 Protective Services.

Estimates (1977)*: Payments 828.4
($ millions) Receipts 307.0

911 Management and administrative services, except public
administration

Comments : The bulk of this category consists of the item "management
and administrative services" reported by respondents to the

qùadrennial Balance of Payments survey of other service
recelpts. Most of these payments are between affiliated
corporations and are not always equivalent to market
values. It is possible that the amounts reported are



U.K. Data :

915

business corporation expenditures in Canada (other than

those reported on BP-21S) and international trade union

payments of wages and salaries to Canadian residents are

also components of the receipts. Furthermore, payments to

various UN and other international organizations are

included in the payments.

The U.K. Balance of Payments records the catch-all

categories "Services rendered by/to U.K. enterprises

to/from: overseas parent companies" and "overseas branches,

subsidiaries and associates".

Public administration and management: not relevant to trade in

services



Payments include expenditure for the development of the
long range patrol aircraft. The bulk of payments are for
maintenance of bases, defence installations and Canadian
military personnel abroad.

The figures published for the services component of the
U.S. Balance of Payments include some goods as well as
services. The Canadian figures do not include goods.

Insurance Services

Estimates (1977):
($ millions)

Payments
Receipts

274.4

150.6

ims for·all types of insur-
data could be separated out

U.S. Data :



Financial Services

No separate data.

The net income of Canadien c4iartered banks from their foreign

operations are recordeti under "mi scellianeous income" i n the

Balance of Payments toget.her wi th banks earnl ngs on forel gn

currency assets net of payinents on i iabilIi ti es. No teparate

estimate is madie for the value cf the services (exclusive of

interest andi profit flcws) performed iIn Canada. for non-residents

nor is a separate estimate made for financial service imports.

Neither are there separate estimates for payments, and receipts
~.~44nnfooac (whirh are substantial in view of Canada's

estimate for fees

Estimates

Coîmets:



Reconciliation Between Balance of Payments Published Figures
and Data Allocated According to the Proposed

Classification of Services

(Year: 1977, figures in $ millions)

Balance of Payments
(Source: CANSIM)

Travel receipts
2,025

Travel payments
.3,666

Classification of Services
(Source: this report. Classification

code in parentheses.)

Passenger fares
Air (611)1
Water (621)
Rail (631)
Bus (64)

Total passenger fares
Unallocated2

Total

Passenger fares
Air (611)1
Water (621)
Rail (631)
Bus (64)

Total passenger fares
Unallocated2

Total

Freight and shipping
recelpts

2,371 (56)

'66)
icidental

294.3
0.0
0.9
9.9

.305 1
1 719.9

598.3
49.0
2.4
7.9

3,008.4
3,66 .0

11.1
27.6
14.1
38.8

455.8

804.7
638.2

278.4

102.1



Reconciliation (continued)

Balance of Payments 8.f

Freight and shipping Canal fees (49) 18.6
paymnfts Charters (542) 58.56

2,397 Air freight (61) 623) 881.2
Water transport (
Rail transport (633) 580.3

and Pipeline (67) 5
Truck transport (66)59.

Other services incidental 85.7to transport (69)
Total services 38.7

Bunker fuel (est.)7-97T

GoverflUeIt transactions
receipts

servi c



Reconclllation (continuec

Balance of Payments

Miscellaneous income
receipts 822

payments 1,182

1)

Classification of Services

These series consist of various forms
of interest and profits which for
institutioal and statistical reasons
are not included in the Balance of
Payments series for "interest and
dividends" although, conceptually,
they belong there. These data are not
allocated to various services
classifications.

Culture & recreation (13) 26.6
Architects, engineers, etc.

(41) 220.9
Services related to trans-

portable goods,
n.e.s. (59) 9.2

Sales agents (541) 264.6
Rental, transport equipment

(542) 68.6
Rental, industrial machinery

(544) 17.0
Franchising services (549) 11.0
Transport of migrants and

7.5

265.5
31.0
65.8
28.0

150.6



Reconciliation (continued)

Balance of Payments Classfication of Services

Business services Culture & recreation (13) 118.4

and other transac- Construction services 44) 33.0
ans tascervices related to

p nti s 2,834 transportable goods, n.e.s. 3.4

Sales agents (541) 197.7
Rental, transport equipment

(542)
Rental, industrial machinery 25.0

(544) 25.0
Transoort of migrants and

(74)



Reconciliation (continued)

Sumnary of Reconciliation Resulits

Receipts Payments

Travel:

allocated to services (fares)
unal located

Total

305.1
1 719.9
2,025.0I

657.6
3 008.4

Freight and shipping:

allocated to services
conceptually excluded
unallocated

(bunker fuel)

Total

Government transactions:

allocated to services
conceptually excluded (taxes,

representation abroad)
unallocated

Total

2,268.7
102.1
--30.

190.6

141.1
40.7

372.4

2,358.4
38.7

---

446.7

. 133.0
13.8

-59-3¯5

1 182
1,182

822
822
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Conclusions and Recomendations:

Addendum to

A Survey and Analysis of the Availability

of Data on Canada's

Exports and Imports of Services

- April, 1982 -

, 'l





Concl usions 39

The results of this study, as summarized in the reconciliation table at
the end of the report volume, demonstrate the feasibility of classifying serv-
ice exports and imports accorcling to the system developed by Mr. Neil McKellar.
As shown in the reconciliatioi table, the only major component of ýhe Balance
of Payments service account which cannot be readily allocated is the large
non-fare component of travel receipts and payments. Apart from this, only about
10% of services cannot be classified, at least approximately. It is clear from
the explanatory notes in the body of the report that two major kinds of problems
remain: first, existing data have flot been collected with the classification
of services in mind and therefore the allocations macle in this report arc some-
tiines "forced" and componeàts w hich should be split out cannot be, owing to
lack of detailed data; second, there are gaps in the data which the Task Force
on Trade in Services would liké to see filled. Finally, it is important to
note that, as .a practical matter, the implementation of the classification of
services cari only be done if some classes are aggregated to the two- or even
one-digit level, as has been clone in the report. Some services are flot very'
important in international trade and it would constitute a misuse of resources
to attempt greatly improved data quality in guch areas.

The recommendations I isted below take account of the relative importance
of the data one is seeking to improve as well as the feasibility and cost of
making improvements. These reconïnendations are based on a strategy 0f seeking



payments". A23 and B23 also cover transactions by governments which
iriclude soîne tax flows whicb are transfers, flot payment for services.
The presentation of the ILK. Balance of Payments is clearer in classifying
and distinguishing arnong the tiiree. Ail three together are referred to, as
"invisibles" in the U.K. accounts.

(2) Insurarice and Financial Services

Frçm the. viewpoint of the Task Force of Services, it would be ery Mseful
to develop sepa.rate estimates of the value of b..nking, underwriting >and
brokerage services. Fopr sm .o~f these copoents, the mjr prqWjeips are
llJçely to be as. nuc~h cnetual as data gathering in nature, which~ is to
say it's possible tJat a year's effort >by a. qualifi>q4 person çpould çmake
considerable progress it liWtt1 increase ini on9ing costs, For other
coImponents .(e.g. fees and comssions for bnkjing s ervies terolems

residency.
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Iresuits in this area.

Mn the value of real
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naires, vihici 1 uîners<Zand are WQt yet in fin~al form. For exanmple (if

necessary) questions might be added on constructionl contractor's feCs,

architects' fees, engineering and scienijfic fees, managemeniL anid econo-

wics consultants' fees.

(7) Additional Surveys of Canadian Service Industries

S;iirvevs of Canadian service industries, such as the 1977 survey of QOjfeS
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