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Preface

Tertiarization — the structural shift
from a manufacturing to a service
economy — has been observable in
Western economies at least since the
mid-1970s. Whereas the growth of the
service sector and the attendant devel-
opment of employment and productiv-
ity have been analyzed within national
boundaries, cross-border trade in
services (except travel) has attracted at-
tention only in recent years. In Austria,
a Vienna working group on economic
and sociological studies, for instance,
initiated a first inventory of trade in
services at the end of the 1990s.’

Balance of payments statistics have
traditionally been used as a basis for
observations about cross-border trade
in services. They provide information
about exports and imports by individ-
ual countries or by economic or mone-
tary arecas and enable analysts to exam-
ine trade flows by service categories
and partner countries. Since the eco-
nomic agents trading services are cor-
porations, not countries, transnational
trade in services must, however, be an-
alyzed at the firm level. Only then it is
possible to determine why companies
in fact trade services across borders —
results that may support interest
groups, politicians, and business and
industry in their decision making.

The Austrian authorities started to
directly survey enterprises on exports
and imports of services (except travel)
on January 1, 2006. This structural
change in data collection has effectively
and sustainably boosted the quality of
statistics of international trade in ser-
vices in Austria. Data on exports and
imports per service category and part-
ner country are now available on a per-
enterprise basis. The company register

" See Lamel et al. (1990).

number may be used to link these data
with structural or other organizational
information, e.g. about company head-
quarters, sales revenues, the number of
employees and about outward and in-
ward FDI or with foreign trade statis-
tics data. Following its regular annual
revision of the balance of payments
statistics, the Oesterreichische Natio-
nalbank (OeNB) undertakes to link
enterprise and foreign trade data start-
ing with the year 2006 and will regu-
larly publish the results of the analyses
in a special statistical publication.

The enterprise survey shows that,
in 2006, nearly 5,000 enterprises in
Austria traded services across borders.
Their economic activities involve some
774,000 employees and resulted in
sales revenues of about EUR 250 bil-
lion, service export revenues of about
EUR 20 billion and service import ex-
penditures of roughly EUR 15 billion.
In analyzing the survey results, the
OeNB took account of a number of
variables to identify the determinants
of trade in services, including the
degree of enterprise concentration in
services, the importance of external
trade for total sales, the reach of trade
in services and its correlation with
company size, enterprise age, industrial
classification and trade with goods. The
relevant empirical literature puts these
issues at the center of its research.” Our
analysis comes to the conclusion that
Austria does not feature “typical” ser-
vice exporters. Much rather, it is possi-
ble to distinguish between various
types of service traders: (1) network in-
dustries, where exports are intrinsic to
the system (postal, telecommunica-
tions and transport services); (2) tech-
nology-intensive parts of the manufac-

* For Austria, see e.g. Egger and Pfaffermayr (2005), Francois and Worz (2007), Wolfmayr (2008), Nowotny and

Palme (2008).
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turing industry, including e.g. the auto-
motive industry, chemicals and the
manufacture of radio, TV and commu-
nication equipment; (3) transnational
enterprises with global production sites
and an R&D center in Austria; (4)

group management providing a broad
range of services, e.g. advertising, legal
consultancy and financial services; and
(5) local, specialized companies in
areas such as technology and manage-
ment consultancy.

Preface
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Patricia Walter,
René Del’'mour?

1 The Framework for Compiling Trade
in Services in Austria

The Oesterreichische Nationalbank
(OeNB) is responsible for compiling
and publishing the balance of payments
and related external statistics, i.e. the
international investment position and
direct investment statistics. In January
2006, the OeNB introduced a new sys-
tem for compiling external statistics to
substantially improve these statistics’
quality and coverage.

Prior to January 2006, data for ex-
ternal statistics had largely been gleaned
as secondary information from banks’
records on payment transactions. Banks
had to report to the OeNB every single
transaction above a certain threshold
(at last count, EUR 12,500), providing
coded information about the type of
transaction, the amount, the currency,
the source or target country and the
domestic economic sector. The report-
ing obligation applied to banks’ own
transactions and those of their custom-
ers. Progressive economic globalization
rendered the largely indirect reporting
system increasingly unsuitable for pro-
viding the high quality of balance of
payments statistics demanded by na-
tional and international users. Among
the contributing factors was the rise in
intracompany  liquidity management
that eluded appropriate coverage by a
bank-based reporting system. As a re-
sult, the volume of trade and financial
flows was distorted upward in statistics
and did not reflect actual transactions
in the economy. The switch to a direct
reporting system was further driven by
the gradual harmonization of cross-
border payment transactions within the
euro area and the discontinuation of the
related reporting obligations of banks.

These circumstances prompted the
OeNB to redesign the data collection
framework for compiling the Austrian
balance of payments and related statis-
tics by switching from indirect reports
by banks to direct surveys of economic
agents. The heart of the new system
consists in taking random samples from
enterprises,  institutional
banks and households; the sampling
process differs depending on the type
of transaction surveyed. To benefit
from synergies in the new reporting
system, the OeNB works in close coop-
eration with Austria’s second key pro-
ducer of statistics, Statistics Austria.
Since 2006, the OeNB has thus con-
centrated on capturing financial trans-
actions and the financial sector, whereas
Statistics Austria has focused on real
economy data. The OeNB remains re-
sponsible for consolidating the different
reports and for the quality and publica-
tion of the balance of payments statis-
tics.

On behalf of the OeNB, Statistics
Austria compiles data on service ex-
ports and imports by nonfinancial cor-
porations classified under sections C to
I, K, M to O as well as division 67 of
the Austrian Statistical Classification of
Economic Activities (ONACE) 2003.
This does not include travel data, which
are captured separately because travel
operates according to a different mode
of supply that requires a different data
collection system, i.e. one that com-
bines primary and secondary data
sources. The OeNB, in turn, conducts
the surveys of the financial sector
(mainly banks and insurance compa-
nies) with regard to trade in services;

investors,

® The authors thank Helga Neuhold (Statistics Austria) as well as Anton Haas and Dieter Kreuz (both OeNB) for

GXPCII SUPPOI‘I.
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this relates to the divisions 65 and 66 of
ONACE 2003.

The direct surveys of trade in ser-
vices cover business activities according
to the Extended Balance of Payments
Services Classification (EBOPS, table 1).
The survey design for the nonfinancial
sector is a stratified corporate sample
within the scope of the structural busi-
ness survey (SBS). The respondents are
g'rouped by industry classified at the
ONACE two-digit level. The reporting
obligation applies to those nonfinancial
corporations whose service exports or

The Framework for Compiling Trade in Services in Austria

imports surpass a specified threshold.
Every industry has a particular report-
ing threshold of between EUR 50,000
and EUR 200,000, with the threshold
chosen to capture at least 90% of all
service imports and exports in every
industry.

Unreported data are imputed using
an estimation method. To this end, ser-
vice exports and imports of reporting
enterprises are stratified by industries
and sales size classes, median values are
calculated, and these are then applied
to nonreporting enterprises. Robust

Extended Balance of Payments Services Classification (EBOPS)

1. Transportation 1.1. Sea transport

1.2 Air transport

1.3 Other transport

14 Space transport

1.5 Rail transport

1.6 Road transport

services

Extended classification of other transport

1.7 Inland waterway transport

1.8 Pipeline transport and electricity transmission

1.9 Other supporting and auxiliary transport

111 Passenger
11.2 Freight
11.3 Other

1.21 Passenger
1.2.2 Freight
1.2.3 Other

1.31 Passenger
1.3.2 Freight
1.3.3 Other

1.5.1 Passenger
1.5.2 Freight
1.5.3 Other
1.6.1 Passenger
1.6.2 Freight
1.6.3 Other
1.7 Passenger
1.7.2 Freight
1.7.3 Other

2. Travel

3. Communications
services

4. Construction services

5. Insurance
services

2.1 Business travel

2.2 Personal travel

3.1 Postal and courier services

3.2 Telecommunications services

4.1 Construction abroad
4.2 Construction in the compiling economy

5.1 Life insurance and pension funding
5.2 Freight insurance

5.3 Other direct insurance

5.4 Reinsurance

5.5 Auxiliary services

211 Expenditure by seasonal and border workers
21.2 Other

2.21 Health-related expenditure

2.2.2 Education-related expenditure

2.2.3 Other

3.1.1 Postal services
3.1.2 Courier services
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The Framework for Compiling Trade in Services in Austria

6. Financial services

7. Computer and
information services

8. Royalties and
license fees

9. Other business services

10. Personal, cultural, and
recreational services

11. Government
services, n.i.e.

7.1 Computer services

7.2 Information services 799

services

8.1 Franchises and similar rights
8.2 Other royalties and license fees

9.1 Merchanting and other
trade-related services 91.2
9.2 Operational leasing

9.3 Miscellaneous business, 9.31
professional, and technical

services

932

9.3.3
9.34

9.3.5

9.3.6
9.3.7

101 Audiovisual and related services

10.2 Other personal, cultural, and
recreational services

10.2.3 Other

111 Embassies and consulates
11.2 Military units and agencies
11.3 Other government services

Source: OECD, Manual on Statistics of International Trade in Services.

721 News agency services
Other information provision

911 Merchanting
Other trade-related services

Legal, accounting,
management consulting,
and public relations

Advertising, market research,
and public opinion polling
Research and development

Architectural, engineering, and
other technical services

Agricultural, mining, and
on-site processing services
Other business services
Services between related
enterprises, n.i.e.

10.2.1 Education services
10.2.2 Health services

9.31.1 Legal services

9.31.2 Accounting, auditing,
bookkeeping, and tax
consulting services

9.3.1.3. Business and management
consulting and public
relations services

9.3.5.1 Waste treatment and
depollution

9.3.5.2 Agricultural, mining, and
other on-site processing
services

regression is used to estimate service
exports and imports at values below
the threshold. To this end, exports and
imports are calculated as a function of
sales revenues.

A time series break occurred in the
results when the new survey method
for international trade in services was
introduced. Between 2005 and 2006,
trade flows slumped, above all in
the category Unclassified Transactions.
This statistical artifact disappeared on
introduction of the direct survey sys-

* For a more detailed presentation, see Walter (2008).

tem, causing the trade volume to
shrink. At the same time, the degree of
detail and the plausibility of the statisti-
cal results increased.* On the basis of
these findings, the OeNB and Statistics
Austria backcasted service exports and
imports for the period from 1995 to
2005, using the methodology in place
since 2006, to provide users of Aus-
trian balance of payments data with a
largely consistent time series for their
analyses.’

The new tables containing this information are available on the OeNB’s website at www.oenb.at/en/stat_melders/

datenzmgebot/aussenW1'rtschqﬁ/zah]ungsbilanz/zah]ungsbi]anz.jsp#tcm:16 -4965
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2 Development of Trade in Services®

Austria’s balance of payments statistics
indicate that Austria has increasingly
been generating surpluses on service
exports and imports (excluding travel)
and that these have contributed sub-
stantially to the positive long-term
trend of external trade as reflected by
the current account balance (chart 1).
Between 1998 and 2008, net service
trade augmented from about EUR 1
billion to EUR 6 billion, a rise from
0.7% of GDP to 1.5% of GDP. The un-
derlying service flows have grown con-
siderably — exports by an average of
around 10% a year, imports by some
8% a year.

In Austria, travel also plays an im-
portant role as a net revenue source in
external trade (chart 2). Compared
with revenues on all other services
though, travel revenues expanded only
moderately between 1998 and 2008;
adjusted for inflation, travel expendi-
ture in fact stagnated (travel income:
+4% a year; travel expenditure: +2% a
year). As Austria has undergone a pro-
nounced shift in the structure of its

external trade, it cannot be considered
first and foremost a tourist destination
any longer. Much rather, Austria has
become a provider of varied services.

The value of goods imports by Aus-
tria tends to exceed that of goods ex-
ports. As a result, trade outlays were
higher than trade revenues for a long
period (chart 3).”In recent years Aus-
tria benefited from eastward EU en-
largement and posted trade results
close to balance or in surplus. A com-
parison of trade flows signals that the
value of trade in services remained
fairly low from 1998 to 2008, though.
The service-to-goods export ratio wid-
ened slightly from about 20% to 23%,
that of service-to-goods imports grew
from roughly 16% to 18%. Thus, the
annual growth of service flows was
higher on average than that of goods
flows (exports: +8% a year, imports:
+7% a year), but did not suffice to
make up for the head start of goods
trade.

The literature cites two main fac-
tors in the lag of trade in services on

Chart 1

Development of Trade in Services

EUR billion
30

20

10

1998
Bl Exports

1999 2000 2001
Bl |mports

2002

== Balance

Source: OeNB, Statistics Austria.

2003

== Current account balance

2004 2005 2006 2007 2008

° In the following sections, services are defined as business services. Travel is treated separately and travel results are

presented explicitly.

7 The data are derivedfrom the balance quayments, not the external trade statistics. There are methodological

differences; in particular, imports of goods are adjusted for transport and insurance components in the balance of

pa)/ments.
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Development of Trade in Services

Chart 2

Development of Service Trade Compared with Travel

EUR billion
30

1998 1999 2000 2001 2002

Bl Service exports Bl Travel revenue

2003 2004 2005 2006 2007 2008

== Services balance

El  Service imports Bl Travel expenditure == Travel balance

Source: OeNB, Statistics Austria.

Chart 3

Development of Trade in Services Compared with Goods Trade
EUR billion EUR billion
160 8
120 6
80 4
40 2
0 0
—80 -4
-120 -6
-160 -8

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

B Service exports (left-hand scale) . Goods exports (left-hand scale) == Service trade balance (right-hand scale)
Hl Service imports (left-hand scale) Bl Goods imports (left-hand scale) == Goods trade balance (right-hand scale)

Source: OeNB, Statistics Austria.

goods trade: first, the limited tradabil-
ity of services resulting from their im-
materiality and their intrinsic link to
the persons performing the relevant
service, and second, the continued ex-
istence of nontariff trade barriers,
above all in the form of regulations on
business startups and establishing a
commercial presence and restrictions

on labor mobility.* The extent of trad-
ability is determined by the way in
which services are rendered. The Gen-
eral Agreement on Trade in Services
(GATS) distinguishes between four
modes of supplying services: cross-bor-
der trade, consumption abroad, com-
mercial presence, and presence of natu-

ral persons (table 2).

% For a detailed presentation, see Kox and Kyvik Nordas (2007).

10
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Development of Trade in Services

Table 2

Four Modes of International Trade in Services (Modes of Supply)

Mode of supply Criteria

1. Cross-border supply

2. Consumption abroad

country

3. Commercial presence

4. Presence of a natural person

Source: GATS, document MTN.GNS/W/124.

Service delivered within the home territory
of the consumer, the supplier being located
in a different country

Service delivered outside the home terri-
tory of the consumer who moves to anothe

Service delivered within the home territory
of the consumer through the commercial
presence of a foreign supplier

Service delivered within the home territory
of the consumer with the supplier being
present as a natural person

Location of supplier

Service supplier not present in
the territory of the consumer

Service supplier present in the
territory of the consumer

The service survey in Austria dis-
tinguishes among 54 service items in
order to capture the different types of
service exports and imports in confor-
mity with international standards. The
survey does not make a distinction be-
tween different modes of rendering the
respective service. Most services may
be rendered in various ways. Take com-
puter service exports, for example: a
data medium with a particular software
may be sent to a customer in another
country, or a supplier may travel abroad
to install the software on site. In some
cases — take construction services or
management consultancy services — a
service can be rendered only if the per-
son performing the service is physically
present. Services that are provided by a
branch office abroad that is a separate
legal entity are not considered in the
service survey; they are reported as
part of the direct investment survey
instead.

This analysis subsumes the different
types of services in three main groups
to provide clear insights into trade de-
velopments and the shifts in the focus
of Austria’s external trade:’

— Traditional services: transportation;
construction services; trade-related
services; operational leasing'

— Innovative
tions services;'' computer and in-
formation services; research and
development; architectural, engi-
neering, and other technical ser-

services: communica-

vices
—  Knowledge-based services: legal
services;  accounting, auditing,

bookkeeping, and tax consulting
services; business and management
consulting and public relations ser-
vices; advertising, market research,
and public opinion polling; perso-
nal, cultural, and recreational ser-
vices

" The list does not include all service categories covered by the survey. The analysis does not take into account insur-

ance and financial services, as these are not part of the company analysis which follows. In addition, services that
cannot be c]assﬁed directly, such as “other business services” and government services, were excluded. Merchanting
was also left out of account, as it is at the methodological borderline between goods and services and would distort

the plausibility of the results on traditional services. In the International Monetary Fund’s newest Balance of
Payments Manual (6 edition) merchanting is now considered under goods.

10 Agricultural and mining services account for a negligible volume of services and can thus be disregarded.

""" Communications services include telecommunications, postal and courier services. However, as telecommunica-
tions services account for the bulk of exports and imports, the entire complex was considered under innovative

services. This presentation is also in line with balance of payments conventions (table 1).
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Development of Trade in Services

Chart 4
Development of Different Service Categories
EUR billion EUR billion
12

1997 1998 1999 2000 2001 2002

Exports of traditional services (left-hand scale)

Imports of traditional services (left-hand scale)

Net trade in traditional services (right-hand scale)
Exports of knowledge-based services (left-hand scale)
Imports of knowledge-based services (left-hand sclae)
Net trade in knowledge-based services (right-hand scale)

Source: OeNB, Statistics Austria.

2003 2004 2005 2006 2007 2008

B Exports of innovative services (left-hand scale)
Imports of innovative services (left-hand sclae)
== Net trade in innovative services (right-hand scale)

Traditional services generate the
highest volumes of exports and imports
in Austria in value terms (chart 4).
However, the surplus on trade in such
services is declining and approaching
balance. Imports have been gaining
momentum over time (average annual
growth of exports: +8%, of imports:
+8'/,%).

Transport services account for the
bulk of traditional service exports and

Chart 5a

Composition of Exports of Traditional Services

%
100

N W A~ U1 Oy N 0O O
o O O O O O O O

1997 1998
B Transportation

Source: OeNB, Statistics Austria.

0

1999 2000 2001
mm Construction

2002 2003 2004 2005 2006
Bl Trade

2007 2008

Operational leasing

imports (chart 5). In fact, their share
widened from roughly 75% to over
80% from 1998 to 2008. Transporta-
tion of goods accounts for the bulk of
trade flows and has risen compared to
passenger transportation. Transporta—
tion of goods abroad expanded by an
average of 12% a year, whereas passen-
ger transports abroad grew by 5% a
year. On balance, though, Austrians
make net payments to foreign transpor-
tation firms. The noticeable surpluses
on passenger transportation have been
trending toward balance. Hence, a
phase of rising trade surpluses from in-
ternational transportation services was
followed by a move toward a deficit af-
ter 2003."?

While traditional services still pre-
dominate Austrian service trade flows,
the pace of growth is most dynamic in
trade with innovative services (chart 4).
From 1998 to 2008, such exports
jumped by an average of some 15% a
year, whereas imports went up by 10%.
Net innovative services moved from a

12 In balance quayments methodology, “cross-border” is understood to mean that aforeign enterprise is commis-
sioned with transportation. Whether goods or persons are transported within a country or abroad is irrelevant.

12
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rough balance to a surplus of about
EUR 3 billion, mainly because of the
positive development of architectural,
engineering and other technical ser-
vices as well as of research and develop-
ment services, reduced by net expendi-
ture on royalties and license fees.

Architectural, engineering, and other
technical services represent the highest
share of innovative service exports
(chart 6). In the course of time, their
share has contracted, falling from 48%
in 1998 to 35% in 2008. The share of
exports of computer and information
services as well as research and devel-
opment services has been growing.
Whereas Austria’s revenues from royal-
ties and license fees are negligible, ex-
penditures of this type dominate inno-
vative service imports. However, their
share has lost ground against imports of
computer and information services as
well as of research and development
services, dropping from 38% in 1998
to 25% in 2008."

Comparing traditional, knowledge-
based and innovative services, knowl-
edge-based service exports and imports
account for the lowest volume in value
terms throughout the entire observa-
tion period (chart 4). Although knowl-
edge-based services exhibit robust
growth (average annual growth of ex-
ports: +8%, of imports: +7%), the sig-
nificance of these trade flows for the
economy has diminished
against those of traditional services,
with exports falling from 16% in 1998
to 15% in 2008 and imports from
24% to 20%.The minor importance of
knowledge-based services may be at-

Austrian

Development of Trade in Services

Chart 5b

Composition of Imports of Traditional Services
%
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Source: OeNB, Statistics Austria.

Chart 5¢

Composition of Net Trade in Traditional Services
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Source: OeNB, Statistics Austria.

tributed to regulations on business
startups and establishing a commercial
presence regarding, for example, legal
consulting and personal services.
Advertising, market research, and
public opinion polling services, fol-
lowed by business and management
consulting services account for the larg-
est share of exports of knowledge-based
services (chart 7). In the case of im-

13 Revenues from royalties and license fees are generated whenever the patented results of research and development
are provided as immaterial assets and property rights to third parties abroad for authorized use. Conversely,
research and development services cover services connected to the performance of basic research, applied research

and the development of new products and processes for customers abroad.

STATISTIKEN SPECIAL ISSUE JUNE 09
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Chart 6a

Composition of Exports of Innovative Services
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Chart 6b
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ports, personal, cultural and recre-
ational services have gained ground.™
Rises in imports of personal services
have an impact on net knowledge-based
service trade and determine its trend to
slip into deficit.

Using the revealed comparative ad-
vantage (RCA), analysts can determine
on which services Austria has a com-
parative advantage in exports. In par-

ticular, the RCA shows to what extent
the export-to-import ratio of a particu-
lar service deviates from the export-to-
import ratio of all services (excluding
travel). Typically, the index for country
iis defined as

RCA =100 In [(exj/im],)/(Gex/Girn)]
where

ex exports

im imports

j  type of service

G total services

The RCA index displays a positive
value if the ratio is above average for a
particular service. Thus, a positive
value indicates that a country has a
strong international competitive posi-
tion for that particular service. In rela-
tive terms, foreign suppliers of that ser-
vice have not gained as strong a foot-
hold in that country’s market as
domestic suppliers have succeeded in
gaining a foothold abroad.”

In terms of traditional services,
Austria exhibits comparative disadvan-
tages in transportation (chart 8). With
the exception of operational leasing,
Austria also has comparative disadvan-
tages in the case of all other traditional
services. In other words, the market
access for those types of services in
Austria by foreign suppliers outpaces
that of Austrian suppliers abroad. In the
case of innovative services, though,
Austria possesses comparative advan-
tages in research and development ser-
vices and in architectural, engineering,
and other technical services. Its com-
parative disadvantage in the communi-
cations and computer service trade has
been diminishing over time and is tend-
ing toward balance; Austria posts the

* The importance of this service category is attributable mainly to the purchase of health services abroad. As the

survey cannot cover such services directly, as they are imported by households, the data are based largely on
estimates of the shadow economy used in drawing up the national accounts.

" For a more detailed presentation, see Utkulu and Seymen (2004).

14
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greatest competitive disadvantage in
trade in royalties and license fees. Turn-
ing to knowledge-based services, Aus-
tria has a predominantly negative com-
petitive position, with no trend reversal
observable so far.

A regional analysis of trade in ser-
vices proves how important trade rela-
tions within the EU are for Austria
both in terms of the value of service ex-
ports and imports and in terms of the
trade result (chart 9). In 1998, Aus-
trian exports to non-EU countries
came to 40% of its exports to the EU-
27, a ratio which fell below 30% by
2003 to recover to 43% in 2008. In
other words, Austria focused its service
trade on EU countries after joining the
EU in 1995, and then, after 2004,
strengthened its service trade relations
with non-EU countries. This logic does
not apply to service imports, which
Austria has purchased from EU coun-
tries to a steadily growing degree. The
surplus on trade in services with the
EU has been trending more or less side-
ways at a high level since 2000, while
net revenues from non-EU countries
have been developing dynamically.

Broken down by EU accession
dates, trade within the EU-27 has
focused above all on the original EU-15
countries, both in terms of the service
export and import value and in terms
of net revenues, which augmented from
a position in balance in 1998 to EUR 3
billion in 2008 (chart 10). But trade
flows with the Member States that
joined in 2004 developed more dynam-
ically by comparison, with exports ad-
vancing on average by 11% a year and
imports by 13% a year (EU-15: exports
+9%, imports +7%). As a result, the
ratio of service exports to the EU-10
compared with those to the EU-15
went up from 20% in 1998 to 24% in
2008, that of service imports rose from
18% to 33%. The trade result shifted

Development of Trade in Services

Chart 6¢

Composition of Net Trade in Innovative Services
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from an initial surplus into deficit, in
particular because of imports of trans-
port and personal services from the
EU-10 countries. Trade flows with the
two second-wave accession countries
Bulgaria and Romania posted the fast-
est growth (exports: +23% a year, im-
ports: +19%).By definition, the service
trade account is in balance, but tends to
show a slight surplus.

Germany is by far the most impor-
tant target country for Austria’s service
exports (table 3); its significance has
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Development of Trade in Services

Chart 7b

Composition of Exports of Knowledge-Based Services
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been stagnating.'® Germany’s predomi-
nance as a target country for Austrian
goods exports has been losing ground
much more noticeably, shrinking from

some 36% in 1998 to 31% in 2006.
Switzerland and Italy are the number
two and number three targets for Aus-
trian service exports. In the period
from 1998 to 2006, France and some
Eastern and Southeastern European
countries gained significance as sales
destinations for Austrian service ex-
ports. Additionally, Turkey moved fur-
ther up the list of main target coun-
tries. Overall, non-EU countries make
up a greater share of Austrian service
exports than of Austrian goods ex-
ports.

The Balassa index of the RCA mea-
sures the intensity of trade specializa-
tion of a country within a region of the
world. The calculation is the following:
Export share of a product category of
the total exports of a country, divided
by the export share of this product of a
region.The Balassa index is defined as

RCAC’S = (XC’S/NXC’S)/ (wa/WXS)
where

X., exports of product category s by

5

country ¢
NX s total exports by country c
WX, exports of product category s by
a region
WX, the region’s total exports
The Balassa index assumes a value
greater than 1 if the country has spe-
cialized on exports of a particular prod-
uct category. In such a case, the share
of exports in the country’s total ex-
ports is larger than the respective share
of the region."”
This analysis examines Austria’s
service export specialization, defining
goods, travel and business services as

1 Table 3 shows the ranking qftarget countriesfor Austrian service exports in 2006, as the company analysis that

follows also refers to 2006.

'7 For a more detailed presentation, see United Nations et al. (2008).
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total exports. Austria’s export share of
business services was compared with
that of the EU-27, with individual
Member States’ total international (i.e.
intra- and extra-EU) service trade
flows being analyzed.

Development of Trade in Services

The analysis shows that at the be-
ginning of the review period, Austria
had comparative advantages in trade in
services (chart 11), but that these
advantages dissipated after 2000. By
contrast, Austria has developed a spe-
cialization in travel.

Chart 8a

Austria’s Competitive Position in Trade in Traditional Services
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Table 3

Target Countries
for Austrian Service Exports in 2006

Rank

2006 1998

1 1
2 2
3 5
4 3
5 4
6 7
7 12
8 8
9 9
10 19
11 10
14 11
15 16
16 14
17 15
19 18
20 21
21 38
22 24
23 42
25 35
26 25

Germany
Switzerland
[taly

United Kingdom
US.A.

Hungary
France
Netherlands
Czech Republic
Romania
Slovakia

Poland
Croatia
Russian Federation
Slovenia
China
Japan
Finalnd
Turkey
Cyprus
Bulgaria
Ukraine

Source: OeNB, Statistics Austria.

2006

Share in %

32.50
7.04
6.44
4.50
A2
3.05
2.78
2.74
247
1.95
1.88

1.59
1.58
1.50
1.38

0.93
0.82
0.81
0.72
0.69

0.66
0.60

1998

33.08
8.47
4.84
8.24
749
3.32
2.09
242
2.31
0.60
211

210
0.76
1.39
1.23

0.65
0.53
0.25
0.47
0.18

0.27
0.47
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Chart 8b

Austria’s Competitive Position in Trade in Innovative Services
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Chart 8c
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Chart 9
Development of Intra- and Extra-EU Service Trade
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Chart 11

Austria’s Competitive Position in Trade in Services
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3 The Determinants of Trade in Services

3.1 Description of the Data Set
The data on service exports and im-
ports are taken from the survey of
nonfinancial corporations’ trade in
services in 2006, the reporting year for
which all data sources required for
the analysis were available. The analysis
does not cover travel, nor does it
take into account survey data collected
from financial corporations (mainly
banks and insurance companies). Con-
sequently, the relevant services — insur-
ance and banking services — are re-
corded only rudimentarily, above all
such service exports.

The analysis is based exclusively on
service exports and imports actually
reported and leaves imputed and esti-
mated values out of account. Moreover,
enterprises that do not have a company
register number — mainly associations
— were not considered. Finally, the
merchanting data were adjusted by us-
ing the estimated service component
(net presentation) rather than the gross
presentation in which flows of goods
are captured.

The following variables were ob-
tained from this data set: the company
register number, the type of service,
the country of incorporation of the
trade partner, and export revenues and
import expenditure in euro (table 4).

The data on service exports and im-
ports were linked with structural in-

formation about the reporting enter-
prises, most of which was taken from
the 2006 structural business statistics
(SBS). Master data of companies cov-
ered by the trade in services survey in
2006 but not covered by the SBS were
taken from the company register.

The following structural informa-
tion was used: the industry in which
the company operates (ONACE 2003),
annual average employment (employ-
ment at year-end if the information was
taken from the company register), and
sales revenues.

Moreover, information about com-
panies’ total goods exports and imports
in 2006 on the basis of the foreign trade
statistics was used.

The master data were comple-
mented by information derived from
the OeNB’s company database. For the
2006 reporting year, the variables com-
pany headquarters (Austrian province),
date of establishment, outward FDI (yes
or no) and inward FDI (yes or no) were
queried per company register number.

3.2 Description of the Sample

The SBS have been drawn up annually
since the reporting year 1997 in com-
pliance with the requirements of the
relevant EU regulation.18 These statis-
tics are compiled on the basis of a full
survey with cutoff limits for those com-
panies whose employment figures and

Table 4
Variables per Company Register Number
Company | Head- Date of | Industry | Employ- | Sales Out- | Inward | Exports | Imports | Type of | Coun-| Exports | Imports
designa- | quarters | estab- | in 2006 | mentin | revenues| ward | FDIlin | of goods | of goods | service | try in 2006 | in 2006
tion lishment 2006 in2996 | FDlin | 2006 | in 2006 | in 2006
2006
Austrian ONACE | annual yes/no | yes/no balance | ISO
province 2003 average' of pay- code
ments
items

Source: OeNB, Statistics Austria.

" Except for the data source being the company register.

I8 See Statistics Austria (2008).
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The Determinants of Trade in Services

Table 5

Description of the Sample: Total Degree of Coverage

Variable Sample

‘ Degree of Coverage

In % of the 2006 SBS, restricted to
registered companies

Enterprises 4963
Employees 774122
Sales revenues, EUR million 250,284

Source: OeNB, Statistics Austria.

3.6
33.6
43.9

! Excluding education; health and social work; other community, social and personal services.

sales revenues are above legally defined
thresholds. In 2006, the SBS comprised
289,635 reporting units including an
estimate for companies below the re-
porting threshold; this figure repre-
sents all survey-relevant companies in
Austria.

For this analysis, an extract that in-
cluded only active enterprises regis-
tered in the Austrian company register
was drawn from the 2006 SBS; thus,
the analysis does not include companies
that are covered by the SBS but that do
not have a registration number. Con-
versely, the analysis includes registered
companies that are part of the trade in
services survey but that are not covered
by the SBS. The total data sample for
the analysis thus covers 138,306 enter-
prises, and the analysis applies to it as
the “basic population.”

A sample was drawn from this
population; it comprises 4,963 enter-
prises that either exported or imported
services, or did both, in 2006 (table 5).
Based on the company register number
as the identification criterion, all 14
variables were defined for each enter-
prise. Whereas the sample represents
only a small segment of the population,
it contains over one-third of all employ-

ees and more than 40% of sales reve-
nues. Hence, large companies are over-
represented in the sample compared
with the population. This fact corre-
sponds to the aim of using a random
sample based on thresholds in compil-
ing trade in services to cover a high de-
gree of service exports and imports
while keeping the number of respon-
dents and the administrative cost to
companies as low as possible.

In terms of employment and sales
revenues, the sample is approximately
as representative compared to the pub-
lished 2006 SBS data as it is compared
to the basic population of the analysis.
The comparability of the degree of cov-
erage can be explained by the fact that
company register numbers were se-
lected as the identification criterion for
the population, so that the smallest
companies — personal undertakings
that do not require registration — were
not taken into account.

Two-thirds of the nearly 5,000 en-
terprises in the sample were very small
and small companies” in terms of staff
size (chart 12), but the large companies
accounted for more than 60% of total
sales revenues. This distribution is a
first indication of the importance of

' Four categories of enterprises by size were defined in line with European conventions: very small companies (less
than 10 employees), small companies (10 to 49 employees), medium-sized companies (50 to 249 employees), large
companies (250 employees and over). As the results are highly compatible, no additional breakdown of size classes

was made.
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Chart 12a

Chart 12b

Description of the Sample: Distribution
of Enterprises by Staff Size

Description of the Sample: Distribution
of Sales Revenues by Staff Size

Source: OeNB, Statistics Austria.

large companies for generating reve-
nues from cross-border trade in ser-
vices.

The breakdown of enterprises by
industry in the sample displays a het-
erogencous structure. The size of the
sampling fraction differs from industry
to industry, which is attributable to the
statistical coverage concept that applies
to international trade in services: The
reporting thresholds were determined
to minimize cost to the respective in-
dustries and at the same time to ensure
that the degree of coverage was suffi-
cient in every service category, which is
why it differs among the industry cate-
gories.

The sample comprises just under
940 manufacturing companies; these
account for 19% of the sample (table
6). The sampling fraction comes to
about 6% of the population for the
analysis. Most of the companies manu-
facture machinery and equipment or
metals, or are in the publishing or food
industry.

222 enterprises or 4% of the
sample — less than 2% of the population
— are construction companies.

Service providers represent the
bulk of the companies in the sample,

i.e. 3,560 companies or almost 72%.
However, these service companies rep-
resent only 3% of the population, which
is indicative of the very fragmented
corporate structure in Austria. Most of
the service companies belong to the fol-
lowing industries: wholesale trade and
commission trade, supporting and aux-
iliary transport activities (shipping
companies and travel agencies), land
transport (including transport via pipe-
lines), computer and related activities,
management consulting, management
of holding companies, architectural and
engineering services, and advertising.
Nearly EUR 20 billion of service
exports were made by the companies in
the sample (table 7). In terms of the
2006 balance of payments, this corre-
sponds to a degree of coverage of 95%.
The service imports of the concentra-
tion sample account for a volume of
EUR 15 billion, which corresponds to a
coverage degree of 85%. The degree of
coverage is highest for exports of com-
munications services and for merchant-
ing and other trade-related services; it
is lowest for personal, cultural, and
recreational services and for waste
treatment and depollution, agricul-
tural, and mining services. The reason
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for the low degree of coverage for per-
sonal services is that data from the na-
tional accounts complement survey
data for the compilation of the balance
of payments in this area.’® The trade in
services survey in 2006 was conducted
just after the new direct survey system
had been introduced in Austria, and it
was still in the project stage for agricul-

The Determinants of Trade in Services

tural services, which explains their low
degree of coverage. Moreover, legal
services exhibit a comparatively low
degree of export and import coverage
(63%) because in Austria, a large pro-
portion of such services are provided
within banking groups and are re-
ported by banks (the sample does not

include financial intermediaries).

Table 6
Description of the Sample:
Sampling Fraction by Industry Classified According to ONACE 2003
Section Division, designation Number of
enterprises
A—C| Agriculture, hunting and forestry;
fishing; mining and quarrying 17
D Manufacturing 15—16 | Manufacture of food products and beverages;
manufacture of tobacco products 84
17 Manufacture of textiles 30
18 Manufacture of wearing apparel; dressing and dyeing of fur 13
19 Tanning and dressing of leather; manufacture of luggage, handbags, sad-
dlery, harness and footwear 6
20 Manufacture of wood and of products of wood and cord, except furniture;
manufacture of articles of straw and plaiting materials 47
21 Manufacture of pulp, paper and paper products 23
22 Publishing, printing and reproduction of recorded media 83
23-24 | Manufacture of coke, refined petroleum products and nuclear fuel;
manufacture of chemicals and chemical products 55
25 Manufacture of rubber and plastic products 42
26 Manufacture of other nonmetallic mineral products 57
27 Manufacture of basic metals 39
28 Manufacture of fabricated metal products, except machinery and equip-
ment 104
29 Manufacture of machinery and equipment n.e.c. 154
30 Manufacture of office machinery and computers 4
31 Manufacture of electrical machinery and apparatus n.e.c. 41
32 Manufacture of radio, television and communication equipment and ap-
paratus 23
33 Manufacture of medical, precision and optical instruments, watches and
clocks 33
34 Manufacture