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UNITED STATES STATISTICS ON TRADE IN SERVICES1

1. Services account for a significant share of the international trade of the United States.  In 1999,
U.S. exports of services amounted to $272 billion, or 28 percent of total U.S. exports of goods and
services.  U.S. imports of services were $191 billion, 16 percent of total U.S. imports of goods and
services.  The balance on services trade -a surplus of $81 billion- offset almost one-fourth of the $345
billion deficit on trade in goods recorded in the U.S. international transactions accounts for 1999.

2. In 1998 - as of this writing, the most recent year for which data on sales through foreign
affiliates are available - the values of services delivered to foreign markets by majority-owned foreign
affiliates of U.S. companies, and to U.S. markets by majority-owned U.S. affiliates of foreign companies,
exceeded the respective values of cross-border exports and imports of services.  In that year, sales of
services to foreign (non-U.S.) persons by majority-owned foreign affiliates of U.S. companies were $309
billion, 17 percent higher than the $263 billion in cross-border exports.  Sales of services in the United
States by majority-owned U.S. affiliates of foreign companies totaled $255 billion, which was 40 percent
higher than the $183 billion in cross-border services imports in 1998.

3. To meet the needs associated with growth in the value of trade in services, trade negotiations, and
the development of new and more detailed international guidelines for statistical compilation, the United
States has taken a variety of steps over roughly the past 15 years to improve the coverage, specificity, and
international comparability of its statistics on trade in services.  Included among them have been
improvements in data on both trade in the conventional sense of exchanges between residents and
nonresidents and services delivered through locally established affiliates, the latter corresponding broadly
to the General Agreement on Trade in Services commercial presence mode of supply and commonly
referred to as "foreign affiliates trade in services", or FATS.  In this paper, I will describe the U.S. data
collection system for trade in services, discuss improvements that have been made in it, and identify some
improvement tasks that remain.

4. Institutional environment.--The Bureau of Economic Analysis (BEA) - a statistical agency
within the U.S. Department of Commerce - is the U.S. Government agency with the primary
responsibility for collecting and disseminating data on U.S. international sales and purchases of services.
BEA’s core mission is to compile the nation’s economic accounts.  Among the statistical systems that it
maintains are the national income and product accounts, the international transactions (balance of
payments) accounts, the input-output accounts, a regional economic information system, and an
information system dealing with U.S. multinational companies and with foreign-owned companies
operating in the United States.  For the most part, BEA does not itself collect the data it uses, but obtains it
from other government agencies, private sources, and - in a few cases - data exchanges with foreign
statistical offices or from international organizations.  However, it is a primary data collector in the area of
trade in services, including both data on cross-border trade and data on services delivered through
affiliates.

                                                     
1 Earlier versions of this paper were presented at the APEC Seminar of Statistical Reporting on Service Trade,

Tianjin, China, 14-17 August 2000, and at the WTO Seminar on Services Statistics, Geneva, 3 October 2000.
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5. Before describing the data collected, a word should be said about the legal framework for data
collection.  All of the surveys conducted by BEA are mandatory under a law known as the International
Investment and Trade in Services Survey Act.  Among its provisions, this act authorizes the periodic
collection of data on trade in services, makes reporting mandatory for U.S. businesses that engage in
international services trade, and provides that the data reported will be held confidential and used for
statistical purposes only.  Under the last provision, the data reported cannot be used for other purposes,
such as regulation, taxation, or investigation.  Thus, firms must respond to the questionnaires, but they do
so in the knowledge that others are having to do the same and that their responses will be held confidential
and cannot be used in any legal proceeding.  The act has existed in essentially its present form since 1984,
when legislation authorizing the collection of data on international investment was broadened to cover
trade in services as well.

6. A second law governing the collection of data on trade in services (as well as on other topics) is
the Paperwork Reduction Act of 1995.  Under this act, which is the current version of legislation originally
passed in 1980, U.S. Government surveys must undergo an approval process in which the agency
collecting the data is required to demonstrate to the approving authority - the Office of Management and
Budget - that the data are necessary, that they cannot be obtained from an existing source, and that their
collection does not place an unreasonable burden on respondents.  The act requires that proposals to collect
information be publicly announced and that the public be invited to comment on, among other things, the
necessity of the collection and the accuracy of the agency’s estimate of respondent burden.  Normally,
approval of a given survey must be renewed every 3 years.

7. Data sources. - It is within the context of this environment - and within the additional
constraint of its own budget - that BEA conducts its surveys of international services.  A list of the
surveys is contained in Annex A at the end of the paper;  facsimiles of the forms and instructions may be
downloaded from BEA’s Internet site, <www.bea.doc.gov>.2   Included in the list are both surveys dealing
exclusively with services and direct-investment-related surveys that include questions on services
transactions within multinational firms.  In a few instances, two surveys are listed as a pair;  in these cases,
one is a benchmark survey - essentially a census - and the other is a sample survey.3

8. Where they exist, benchmark surveys are usually conducted every five years.  They have lower
reporting thresholds than the sample surveys and usually are more detailed in terms of the items covered.
For periods not covered by a benchmark survey, estimates for data reported only on the benchmark survey
are derived by extrapolating forward the data reported on the benchmark survey, based on growth in the
data reported on the sample surveys.  This approach is used for some types of financial services, for a
group of "selected" (mainly business, professional, and technical) services, and for all of the direct
investment surveys.  This pairing of benchmark and sample surveys allows estimates covering the universe
of transactions to be produced for all periods, while reducing respondent burden and processing costs
below those that would otherwise be required.

                                                     
2 For surveys other than those related to direct investment, survey methodologies and copies of the forms and

instructions are included in U.S. Department of Commerce, Bureau of Economic Analysis, U.S. International
Transactions in Private Services:  A Guide to the Surveys Conducted by the Bureau of Economic Analysis
(Washington, DC:  U.S. Government Printing Office, March 1998).  This publication is also downloadable from
the BEA Internet site.

3 To date, "sampling" in BEA’s international services and investment surveys has taken the form of cut-off
sampling, in which all transactions or firms above a specified threshold must be reported.  Some aggregate
information, not disaggregated by trading partner or type of service, on transactions below the reporting thresholds
is supplied to BEA voluntarily or in certifying eligibility for exemption;  to improve the overall accuracy of the
estimates and, in particular, to avoid understatement, these data are included in the estimates, allocated
geographically and by type of service according to the distribution of the reported data.
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9. While the BEA surveys provide a large share of the U.S. data on trade in services, other sources
are used as well, sometimes in conjunction with BEA survey data.  In some of these cases, one source is
used to obtain a unit value or per capita amount, which is then multiplied by a volume measure obtained
from another source to derive an estimate of the total dollar value of the transactions.  For some types of
transportation services, for example, sample data on transportation carriers’ revenues and expenses
collected in BEA surveys are expanded to universe estimates by multiplying the sample data for these
items by the ratio of the total shipping weights tabulated by the Census Bureau from export and import
declarations to the corresponding sample data on shipping weights obtained from the BEA surveys.  As
another example of this methodology, estimates of expenditures by air travelers are derived by multiplying
a sample-based estimate of expenditures per traveler, obtained from an in-flight survey conducted by the
International Trade Administration of the Department of Commerce, by figures on the total number of
travelers, obtained from the U.S. Immigration and Naturalization Service.  Estimates of transactions in
education services are similarly derived through multiplication of per capita figures on tuition and student
living expenses by figures on the total number of U.S. students studying abroad or foreign students
studying in the United States;  the data used to derive the estimates are obtained from a variety of outside
sources.

10. Detail provided. - Through this eclectic use of its own surveys and outside sources of
information, and as a result of a variety of steps to improve its data, BEA now produces what it believes
are substantially complete estimates of resident-nonresident trade in services.  Monthly, quarterly, and
annual estimates are provided.  By type of service, the least detail is provided for the monthly estimates,
and the most detail, for the annual estimates.  For most services, the source data upon which the estimates
are based are collected annually or quarterly;  a few highly aggregated series are estimated monthly by the
use of indicator series.

11. Table 1 shows, for private services, the detail in which the estimates are provided, indicating for
each item the frequency of release and the dollar values for 1998 and 1999.  The data in the table are as
published in an annual article that is designed to present data on services trade in as much detail as
possible.4  In the article, many of the items shown are further disaggregated by trading partner, with
separate figures provided for 32 individual countries, plus several regional subtotals.

                                                     
4 See "U.S. International Services: Cross-Border Trade in 1999 and Sales Through Affiliates in 1998," Survey of

Current Business, October 2000: 119-161.
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Table 1.--United States Cross-Border Trade in Private Services, by Type of Service, 1998-99
(Millions of dollars)

Frequency
of release Exports Imports

1998 1999 1998 1999
Total private services M 244,099 254,665 167,607 174,825
Travel M 71,286 74,881 56,509 59,351
Passenger fares M 20,098 19,776 19,971 21,405
Other transportation M 25,604 27,033 30,363 34,317

Freight Q 11,048 11,667 19,412 22,214
Port services Q 14,557 15,365 10,950 11,925

Royalties and license fees M 36,197 36,467 11,713 13,275
Affiliated Q 26,809 26,307 8,754 10,208

U.S. parents’ transactions Q 24,720 24,576 1,755 2,134
U.S. affiliates’ transactions Q 2,089 1,731 6,999 8,074

Unaffiliated Q 9,388 10,160 2,959 3,067
Industrial processes Q 3,573 3,551 1,536 1,883
Other Q 5,814 6,609 1,423 1,185

Other private services M 90,914 96,508 49,051 46,657
Affiliated services Q 28,397 28,943 19,756 22,437

U.S. parents’ transactions Q 18,232 18,111 10,406 11,427
U.S. affiliates’ transactions Q 10,165 10,832 9,350 11,010

Unaffiliated services Q 62,517 67,565 29,295 24,220
Education Q 9,037 9,572 1,591 1,840
Financial services Q 11,273 13,925 3,561 3,574
Insurance, net Q 2,189 2,295 9,080 4,078

Premiums Q 7,265 8,259 20,290 21,242
Losses Q 5,076 5,964 11,210 17,164

Telecommunications Q 5,538 4,460 7,687 6,766
Business, professional, and technical services Q 22,175 24,368 6,869 7,430

Accounting, auditing, and bookkeeping A 353 440 318 531
Advertising A 488 414 886 757
Agricultural services A 22 25 8 9
Computer and data processing services A 1,922 2,291 399 432
Construction, engineering, architectural,
and mining services

A 3,548 4,071 544 530

Data base and other information services A 1,524 1,741 151 198
Industrial engineering A 1,316 1,492 205 141
Installation, maintenance, and repair of
equipment

A 3,212 3,487 310 302

Legal services A 2,419 2,560 637 844
Mailing, reproduction, and commercial art A 15 23 30 32
Management of health care facilities A 23 26 10 10
Management, consulting, and public
relations services

A 1,841 1,910 888 867

Medical services A 1,204 1,302 n.a. n.a.
Miscellaneous disbursements/1/ A 146 195 1139 1257
Operational leasing A 2,366 2,606 174 162
Personnel supply services A 106 102 18 20
Research, development, and testing
services

A 833 767 667 782

Sports and performing arts A 104 98 240 270
Training services A 419 408 165 175
Other business, professional and technical
services/2/

A 313 408 79 111

Other unaffiliated services/3/ A 12,305 12,946 507 532
Addendum:  Total services, including government M 262,653 271,884 182,697 191,296

n.a.  Not available
Frequency indicators:  M - monthly;  Q - quarterly;  A - annual
1. Includes disbursements to fund news-gathering costs, production costs of motion pictures and of broadcast material other than news, disbursements to

maintain tourism and business promotion offices, disbursements for sales promotion and representation, and disbursements to participate in foreign trade
shows.

2. Includes language translation services, security services, collection services, actuarial services, salvage services, satellite photography services, oil spill and
toxic waste cleanup services, and merchanting services.

3. Exports include mainly film and television tape rentals and expenditures of foreign governments and international organizations in the United States.
Imports include mainly expenditures of U.S. residents temporarily working abroad and film and television tape rentals.
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12. International comparability / data improvements. - Current international guidelines for the
compilation of statistics on trade in services between residents and nonresidents are provided by the fifth
edition of the International Monetary Fund’s Balance of Payments Manual, known as "BPM5".  Among
the more significant innovations of BPM5, in comparison with its predecessors, was to provide sharper
distinctions among goods, services, current transfers, and income transactions in the current account and to
provide more detailed guidance for recording trade in services.  The forthcoming Manual on Statistics of
International Trade in Services (MSITS) will provide still more detailed guidance, including
recommendations with regard to services delivered using the commercial presence mode of supply.

13. For the most part, the U.S. data on trade in services are in conformity with BPM5.  As the reader
familiar with BPM5 will recognize from table 1, their breakdown by type of service is in fact somewhat
more detailed than that suggested by the BPM5 standard components for services and includes a number of
the items needed to meet the requirements of the Extended Balance of Payments Services Classification of
the draft MSITS.  Since the appearance of BPM5 - or, in some cases, in anticipation of its appearance -
several changes have been made to improve conformity.  In addition, BEA has taken a number of steps to
improve the accuracy, comprehensiveness, and detail of its data on trade in services.  These not only have
improved conformity with BPM5 but have improved the general quality of the data and added to BEA’s
ability to meet the detailed needs of data users.  Several of the steps that have been taken are outlined
below.5

14. Perhaps the most important steps have been those to improve the coverage of trade in services.
Major improvements in coverage have resulted from the institution of two new families of surveys - one
that collects data on a variety of "selected" services and another that collects data on financial services.  In
both cases, the survey family consists of a benchmark survey conducted at 5-year intervals and a less
detailed annual survey.  The survey of selected services was first conducted for 1986 and collected data for
18 different types of services.  Over time, as new and emerging services have been identified, they have
been added to the survey, generally at the time of a benchmark survey;  currently about 30 types of services
are separately reported.  The survey of financial services was first conducted for 1994 and collects data for
9 different categories of financial services.

15. While most of the improvements in coverage have resulted from the new surveys, BEA has
increased its efforts to use outside source data to develop estimates of services that are not covered by its
own surveys.  Medical services and educational services provide the most significant examples of this
approach.  In addition, the quality of data on some of the already-covered services was improved in the late
1980’s, when previously voluntary surveys were made mandatory under the International Investment and
Trade in Services Survey Act.

16. Among methodological and presentational changes that have been made to improve the
usefulness of the data, a significant one was to record trade in services between affiliated enterprises on a
gross basis.  Before 1992, services transactions between U.S. parent companies and their foreign affiliates
had been netted and recorded under services exports, while similar transactions between U.S. affiliates of
foreign companies and their foreign parents had been netted and recorded under services imports.  This
treatment obscured the two-way flows of intrafirm services trade, caused an understatement of total exports
and imports of services, and was inconsistent with the principle of recording current account transactions

                                                     
5 The discussion of changes in the text is intended to be illustrative rather than comprehensive.  BEA attempts to

improve the international accounts on an ongoing basis, as allowed by source data and by its own resources, and
in most recent years it has been able to implement at least some improvements in its estimates of trade in services.
Each year, the revisions and methodological changes are documented in the Survey of Current Business.  In recent
years, this has been done in the July issue, and in 1995 and earlier years, in the June issue.  Major improvements
over the last decade are described in Annex B at the end of this paper.
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on a gross basis.  The adoption of a gross methodology for recording these transactions was implemented
for both royalty and license fee transactions and for transactions recorded in "other@ private services.

17. Significant changes in the definition and presentation of services in the current account were
made in 1989 and 1990.  In 1989, a new subtotal for services was introduced.  Initially, it included receipts
and payments of income as well as transactions that constitute "trade in services" as the term is now
generally used.  To better align the nomenclature with general usage and improve the analytical usefulness
of the estimates, in 1990 "services" was redefined to exclude income, which was reclassified to a new
subtotal of its own.

18. Recent changes to meet new international guidelines have included the reclassification of certain
operational leasing transactions and computer software royalties and license fees.  Before 1998, all
operational leasing of transportation equipment had been recorded in the transportation account. In that
year, operational leasing of transportation equipment without crew was grouped with recently improved
data on leasing of other types of equipment in a separate "operational leasing" category, consistent with the
BPM5 recommendations.  In the same year, royalties and license fees for general use computer software
were reclassified from computer and data processing services to royalties and license fees.  The new
treatment better reflected the affected transactions as involving intangible, nonproduced assets, and also
improved consistency with BPM5.

19. Unfinished business. - While BEA has made considerable progress in improving its trade-in-
services data and in aligning it with international guidelines, a number of data-improvement tasks remain.
For the most part, these tasks can be grouped under two headings - those needed to further improve
conformity with international guidelines and those needed to maintain and improve the quality of the data.
The discussion below illustrates what may be involved in each case.

20. Although the U.S. accounts are in general conformity with BPM5, it must be acknowledged that
there remain some areas in which conformity is lacking or incomplete.  In some cases, resource constraints
or source data limitations have precluded conformity, while in others, the variance has not been judged
significant enough in the context of the U.S. accounts to justify breaking the continuity of long-established
time series.  In still other cases, the issues are under review and, if deemed feasible and if permitted by
available resources, changes will be made in the future.  A comprehensive review of these issues is beyond
the scope this paper, but a few examples can illustrate what is involved.

21. One area in which additional work is needed concerns services transactions between affiliated
enterprises.  As shown in table 1, transactions between parents and affiliates in royalties and license fees
and in "other@ private services are shown separately from transactions between unaffiliated parties.  For
royalties and license fees, BPM5 recommends only a total, so in this case the separate categories for
affiliated and unaffiliated transactions simply represent additional detail.  For the services recorded under
"other@ private services, in contrast, BPM5 recommends a total for each type of service, including
affiliated and unaffiliated transactions alike.  However, in table 1, the affiliated transactions are not
disaggregated by type of service, making it impossible to derive such totals.  To provide the tools
necessary to construct totals, BEA first requested that sales of services between parents and affiliates be
broken down into a few broad types of services in its 1994 benchmark survey of U.S. direct investment
abroad.  Similar questions were added to the 1997 benchmark survey of foreign direct investment in the
United States.  These questions subsequently were carried over to the quarterly sample surveys for these
types of investment.  Over time, BEA will be investigating the best way to integrate these data into the
accounts.

22. While the new questions on the types of services traded between parents and affiliates have the
potential to improve conformity with BPM5, complete conformity in this area may be unachievable for
some time.  BEA’s experience in collecting these data has indicated that many respondents currently
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cannot break down all such transactions by type of service;  some of the transactions may represent
expenses, such as management services and research and development assessments, that are widely
allocated among the various divisions or parts of an enterprise and are not billed separately.  In addition,
adding a large number of separately identified services to the surveys could add unreasonably to
respondent burden and processing cost.  Thus, even if BEA is able to integrate the data on transactions
between parents and affiliates with the data on unaffiliated transactions, it still will be left with some data
that cannot be assigned to specific services.  Fortunately, the Extended Balance of Payments Services
Classification of the draft MSITS, which may be viewed as representing current international thinking on
classification of services trade, provides a residual category for services between related enterprises that
are not included elsewhere, under which these transactions may be recorded.  In addition, fine tuning the
list of services requested to be reported separately may offer some potential to reduce the portion of
intrafirm services trade that cannot be allocated by type of service.  In fact, BEA is currently in the process
of making initial adjustments to the list of services requested in its quarterly survey of foreign direct
investment in the United States.

23. Another area where there is a variance from the BPM5 guidelines is in travel.  One difference is
that travel is not broken down as recommended between business and personal travel.  Implementation of
this change would require an expansion of the sample frame of the International Trade Administration’s
in-flight surveys to raise the quality of the responses to the questions relating to this item.

24. Two areas where changes are being considered for possible future implementation are insurance
and royalties and license fees.  For insurance, the figures shown in table 1 represent the difference between
annual premiums and claims, which may not always capture the true economic value of the insurance
services performed during a given period.  In the coming months, BEA plans to conduct research on the
conceptual and practical issues that would have to be addressed in deriving more refined measures of
insurance services performed, along the lines suggested by BPM5.

25. An analogous situation exists in royalties and license fees, which currently include receipts and
payments for both the use and the outright sale or purchase of nonproduced intangible assets, rather than
just those for the use of such assets, as recommended by BPM5.  BEA has done some preliminary work to
investigate the feasibility of changing its survey report forms to require that sale and use transactions in
intangible assets be separately reported.  One issue that must be addressed concerns the conventions to
follow in borderline cases, where it is not clear whether the transaction should be regarded as involving
sale or use.

26. Although it cannot be described as a specific problem or data improvement, treatment of these
topics cannot be considered complete without some mention of the challenge and the necessity of keeping
abreast of new services that come into existence and of new ways of delivering services.  The most obvious
examples involve the Internet.  In recent years, as surveys have come up for renewal, instructions have
been added to indicate that the criteria for reporting are based on whom the transactions are between, not
on the location of the buyer or seller at the time of the transaction.  Thus, the instructions indicate,
transactions conducted over the Internet or other computer-mediated networks are to be reported if they
otherwise meet the criteria for reporting.  In addition, where new Internet-related services fall within the
scope of existing services categories, definitions are revised to mention them specifically.  Thus, the
instructions for telecommunications services recently were changed to indicate that Internet backbone and
broadband access services were to be included.  Similarly, instructions for computer and data processing
services were changed to indicate that Web site design and Web site management were to be included, and
Internet domain names were added as an example of the type of intangible assets covered by the survey for
royalties and license fees.  When the next benchmark survey of "selected" services is conducted, a new
category related to auction services likely will be added, reflecting the emergence of online auctions and
the relative ease of participation by residents of different countries.



STD/NA/SERV(2000)8

9

27. Measuring commercial presence.--For information on services delivered through foreign
affiliates - "FATS" statistics - BEA relies entirely on its own surveys.  Although the initial data were
collected without any particular regard for services, BEA (and its predecessor organization, the Office of
Business Economics) has now collected statistics that could qualify as FATS statistics for a full half
century.  Data on foreign affiliate operations were first collected in a benchmark survey of U.S. direct
investment abroad covering 1950.  Similar data were collected for the first time for foreign direct
investment in the United States in a benchmark survey covering 1959.  Over time the variables collected
have expanded, and annual data are now available covering both the key variables noted in the MSITS and
others, for both foreign affiliates of U.S. companies (available annually beginning with 1982) and U.S.
affiliates of foreign companies (available annually beginning with 1977).

28. As interest in services grew and as it became apparent that services would be included in
negotiations, a key adjustment was made to accommodate this new emphasis.  In particular, questions on
sales were expanded to request that this item be broken down into sales of goods and sales of services, and
definitions were provided to distinguish between the two.  In addition, when industry classifications were
revised, additional detail was provided for services industries.

29. Perhaps the most important change was requesting that sales of services be reported separately
from sales of goods.  Because the data on affiliate operations are classified according to the primary
industry of the affiliate, all of an affiliate’s sales are recorded in a single industry, even if the affiliate has
operations in multiple industries.  Many manufacturing firms and other goods producers have secondary
operations in services, but these operations would not be recognized as services in a breakdown by primary
industry alone, thus leading to an understatement in the role and importance of services.6  The breakdown
of sales into goods and services avoids this understatement.  It would be better still if sales could be broken
down by product - that is, by type of good or service - but from the standpoints of respondent burden
and processing costs, BEA did not feel justified in requesting this.  Disaggregating sales as between goods
and services thus served as a compromise solution, which avoided misstatement without imposing a large
increase in reporting burden or processing costs.

30. In its annual detailed article on international services, BEA has presented the following two
items:  (1) sales of services to foreign persons by majority-owned nonbank foreign affiliates of U.S.
companies, and (2) sales of services to U.S. persons by majority-owned nonbank U.S. affiliates of foreign
companies.  The foreign affiliates’ sales to U.S. customers, and U.S. affiliates’ sales to foreign
customers, are excluded from this integrated presentation because they are already reflected in the data on
cross-border trade.7  The data are for nonbank affiliates only, because the surveys from which the data are
derived exclude banks from coverage.  The coverage is restricted to majority-owned affiliates for both
practical and conceptual reasons.  For foreign affiliates, the breakdown of sales as between U.S. and
foreign sales is available only for majority-owned affiliates.8  In addition, the exclusion of minority-owned
affiliates may be preferred conceptually, because the direct investor may own as little as 10 percent of a
minority-owned affiliate and thus have less interest than local investors in the affiliate’s sales.

31. The industry breakdown of these statistics is as given in table 2. As can be seen, a transition in
classifications is underway, with a new system based on the North American Industry Classification
System (NAICS) being introduced beginning with data for 1997 in the statistics for U.S. affiliates of
foreign companies.  This classification system will be introduced for foreign affiliates of U.S. companies

                                                     
6 It is, of course, also possible for services firms to have secondary operations in goods, but this tends to be less

common than for goods producers to have secondary services operations.
7 However, data on these sales are available, as are data on total sales (including sales of goods), in a separate data

publication.
8 The foreign sales are, in turn, further disaggregated into local sales and sales to third countries.
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beginning with data for 1999.  NAICS is the new industry classification system of the United States,
Canada, and Mexico.  In the United States, it supplants the 1987 Standard Industrial Classification System.
Among other improvements, NAICS better reflects new and emerging industries, industries involved in the
production of advanced technologies, and services industries.

32. In addition to the sales variable shown in table 2, BEA’s data on affiliate operations include a
variety of other indicators.  Among these are balance sheets, income statements, employment and
employee compensation, research and development expenditures, taxes, and sources of external financing.
Although sometimes presented using different nomenclature, the variables covered include both the "basic"
and the optional "additional" FATS variables suggested in the draft MSITS.

33. In addition to being broken down by industry of affiliate (and, for foreign affiliates, also by
industry of U.S. parent), all of the variables collected are disaggregated geographically.  For foreign
affiliates, the disaggregation is based on the location of the affiliate whose operations are being described.
For U.S. affiliates of foreign companies, it is based on the location of the ultimate beneficial owner (UBO)
of the affiliate.9  The UBO is considered preferable to the foreign parent as the basis for geographical
classification of U.S.-affiliate operations because the UBO is the person that ultimately owns or controls
the affiliate and that therefore ultimately derives the benefits from ownership or control.

                                                     
9 The UBO is that person, proceeding up a U.S. affiliate’s   ownership chain, beginning with and including the

foreign parent, that is not owned more than 50 percent by another person.  (The foreign parent is the first foreign
person in the affiliate’s ownership chain.)
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Table 2.--Sales of Services Through Majority-Owned Affiliates, by Industry  (Millions of dollars)

A. Sales of Services to Foreign Persons by Nonbank Majority-Owned Foreign Affiliates of U.S.
Companies, by SIC-based industry

1997 1998

All industries, except depository institutions 255,335 308,998

Petroleum 12,417 12,676

Manufacturing 15,522 16,392

Food and kindred products 321 292

Chemicals and allied products 93 92

Primary and fabricated metals 231 239

Machinery (D) (D)

Other manufacturing (D) (D)

Wholesale trade 14,721 14,853

Retail trade (D) (D)

Finance, except depository institutions (D) (D)

Insurance /1/ 45,486 46,288

Real estate (D) (D)

Services 92,832 111,639

Hotels and other lodging places 3,366 3,236

Advertising (D) 6,491

Equipment rental and leasing, except autos and computers 2,178 2,446

Computer and data processing services (D) 45,780

Motion pictures, including television tape and film 7,807 8,024

Engineering, architectural, and surveying services 9,701 11,212

Accounting, research, management and related services 8,829 10,337

Health services 350 376

Other services 20,768 23,738

Other industries (D) (D)

Agriculture, forestry, and fishing 65 181

Mining 104 113

Construction 267 878

Transportation 11,073 (D)

Communication 8,344 14,947

Public utilities (D) 25,474
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B. Sales of Services to U.S. Persons by Nonbank Majority-Owned U.S. Affiliates of Foreign
Companies, by NAICS-based industry

1997 1998
All industries, except depository institutions 223,060 255,081
Manufacturing 13,427 25,383
Of which:

Food 1,583 955
Chemicals 2,826 2,777
Primary and fabricated metals 348 398
Machinery 2,034 925
Computers and electronic products 4,394 5,177
Electrical equipment, appliances, and components 646 (D)
Transportation equipment 287 4,021

Wholesale trade 9,949 11,640
Of which:

Motor vehicles and motor vehicle parts and supplies 5,161 4,468
Professional and commercial equipment and supplies 1,938 2,209

Retail trade 471 410
Information 35,823 42,771

Publishing industries 13,286 16,440
Newspaper, periodical, book, and database publishers 12,714 15,411
Software publishers 572 1,029

Motion picture and sound recording industries 10,433 9,168
Motion picture and video industries 5,307 4,424
Sound recording industries 5,126 4,744

Broadcasting and telecommunications 9,383 14,164
Broadcasting, cable networks, and program distribution (D) (D)
Telecommunications (D) (D)

Information services and data processing services 2,722 2,999
Information services 2,565 2,827
Data processing services 157 173

Finance (except depository institutions) and insurance 73,344 78,059
Finance, except depository institutions 15,372 15,165

Nondepository credit intermediation and related services 2,410 1,900
Securities, commodity contracts, and other intermediation and
related activities

12,768 13,084

Funds, trusts, and other financial vehicles 194 181
Insurance carriers and related activities /1/ 57,972 62,894

Insurance carriers, except life insurance carriers 27,293 26,135
Life insurance carriers 27,276 32,821
Agencies, brokerages, and other insurance related activities 3,402 3,938

Real estate and rental and leasing 14,334 14,675
Real estate 12,342 12,559
Rental and leasing (except real estate) 1,992 2,116

Professional, scientific, and technical services 12,356 14,511
Architectural, engineering, and related services 3,520 3,914
Computer systems design and related services 3,675 5,075
Management, scientific, and technical consulting 480 451
Other 4,681 5,072

Legal services (D) 12
Accounting, tax preparation, bookkeeping, and payroll services 0 (D)
Specialized design services 23 59
Scientific research and development services 502 463
Advertising and related services 3,973 4,328
Other professional, scientific, and technical services (D) (D)
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Other industries 63,357 67,632
Agriculture, forestry, fishing, and hunting 107 99
Mining (D) 2,421
Utilities 12,710 13,191
Construction 2,225 2,360
Transportation and warehousing 15,217 15,821
Of which:

Air transportation 142 119
Rail transportation 1,158 1,888
Water transportation 2,228 2,076
Truck transportation (D) 2,327
Support activities for transportation 5,261 4,908

Management of companies and enterprises 3 (D)
Administration, support, and waste management 10,855 12,948

Administrative and support services (D) 10,368
Of which:

Employment services 4,758 6,488
Travel arrangement and reservation services 1,965 2,141

Waste management and remediation services (D) 2,580
Health care and social assistance 4,723 5,871
Accommodation and food services 11,256 10,942

Accommodation 6,442 6,527
Food services and drinking places 4,814 4,414

Miscellaneous services (D) (D)
Educational services 488 572
Arts, entertainment, and recreation 1,753 1,398
Other services (except public administration and private
households)

(D) (D)

D Suppressed to avoid disclosure of data of individual companies.

SIC 1987 U.S. Standard Industrial Classification.

NAICS North American Industry Classificaiton System.

1. Reflects operating revenues of insurance affiliates, net of investment income but gross of losses paid.  Excludes
any goods sold by these affiliates (in practice, these tend to be negligible).  As such, the data shown here as sales
by insurance affiliates are more comparable to the Apremiums@ line under insurance in the data on cross-border
trade shown in table 1 than they are to the net of premiums and claims shown in that table as the measure of cross-
border trade in insurance services.
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Annex A:  Bureau of Economic Analysis Surveys of International Services

The following list includes both surveys dealing exclusively with services and direct-investment-related
surveys that include some questions dealing with services.  As noted in the text, facsimiles of the forms
and instructions may be downloaded from BEA’s Internet site, www.bea.doc.gov;  for surveys other than
those related to direct investment, survey methodologies and copies of the forms and instructions are
included in U.S. Department of Commerce, Bureau of Economic Analysis, U.S. International Transactions
in Private Services:  A Guide to the Surveys Conducted by the Bureau of Economic Analysis.

Survey(s) Content / purpose

Benchmark Survey of Selected Services
Transactions with Unaffiliated Foreign Persons
(BE-20) and Annual Survey of Selected Services
Transactions with Unaffiliated Foreign Persons
(BE-22)

Exports and imports of about 30 different types
of mainly business, professional and technical
services.  The benchmark survey has a lower
reporting threshold and covers a few more
services than the annual survey.

Annual Survey of Construction, Engineering,
Architectural, and Mining Services Provided by
U.S. Firms to Unaffiliated Foreign Persons (BE-
47)

U.S. sales of the listed services.  (Purchases of
these services are collected on the BE-20 and
BE-22 surveys.) Items collected include gross
operating revenues (sales), merchandise exports
included in gross operating revenues, and
foreign expenses or disbursements.  Gross value
of new contracts received also is collected, as an
indicator of future sales.

Annual Survey of Reinsurance and Other
Insurance Transactions by U.S. Insurance
Companies with Foreign Persons (BE-48)

Premiums and claims related to reinsurance
assumed from or ceded to insurance companies
resident abroad and to primary insurance sold to
foreign persons.  U.S. purchases of primary
insurance (which typically would not involve
U.S. insurance companies) are collected on the
BE-20 and BE-22 surveys rather than on this
survey.

Benchmark Survey of Financial Services
Transactions Between U.S. Financial Services
Providers and Unaffiliated Foreign Persons (BE-
80) and Annual Survey of Financial Services
Transactions Between U.S. Financial Services
Providers and Unaffiliated Foreign Persons (BE-
82)

Sales and purchases of financial services by U.S.
financial services providers.  The benchmark
survey has a lower reporting threshold than the
annual survey.  Data on several different types
of financial services are collected separately.
These surveys cover only financial services
providers;  purchases of financial services by
other types of firms are collected on the BE-20
and BE-22 surveys.

Annual Survey of Royalties, License Fees, and
Other Receipts and Payments for Intangible
Rights Between U.S. and Unaffiliated Foreign
Persons (BE-93).

Receipts and payments related to intangible
rights.  The survey also collects data on rentals
of motion picture film and TV tape.  Eight
categories of transactions are requested
separately.

Foreign Ocean Carriers’ Expenses in the
Untied States (BE-29)

Foreign ocean carriers expenses in the United
States.  Expenses are broken down into several
categories.  The survey also collects information
on the shipping weight of the cargo handled.
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Ocean Freight Revenues and Foreign Expenses
of United States Carriers (BE-30)

U.S. carriers’ revenue from outbound cargo
and from inbound cargo, outbound and inbound
shipping weights, and expenses incurred in
foreign countries.

Foreign Airline Operators’ Revenues and
Expenses in the United States (BE-36)

Foreign airlines’ freight revenues, shipping
weights, and U.S. expenses.  The expenses are
broken down into several categories, including
fuel.

U.S. Airline Operators’ Foreign Revenues and
Expenses (BE-37)

U.S. airlines’ revenues from carriage of cargo
from the United States to foreign destinations;
transportation of cargo and passengers between
foreign locations;  foreign expenses;  and
interline settlement receipts and payments with
foreign airline operators.

Direct Transactions of U.S. Reporter with
Foreign Affiliate (BE-577)

Services transactions (and other items) related to
outward direct investment.  Recently expanded
to require annual detail by type of service.

Transactions of a U.S. Affiliate, Except a U.S.
Banking Affiliate, with Foreign Parent (BE-605)
and Transactions of a U.S. Banking Affiliate
with Foreign Parent (BE-605-BANK).

Services transactions (and other items) related to
inward direct investment.  Recently expanded to
require annual detail by type of service.

Benchmark Survey of U.S. Direct Investment
Abroad (BE-10) and Annual Survey of U.S.
Direct Investment Abroad (BE-11)

A variety of indicators of the operations of
foreign affiliates of U.S. companies (i.e.,
outward FATS), and of U.S. parent companies.
The benchmark survey also collects balance of
payments transactions, and is used in creating
universe estimates from the data collected on the
BE-577 survey, which is a cut-off sample
survey.  The benchmark survey has a lower
reporting threshold and is more detailed than the
annual survey.

Benchmark Survey of Foreign Direct Investment
in the United States (BE-12) and Annual Survey
of Foreign Direct Investment in the United
States (BE-15)

A variety of indicators of the operations of U.S.
affiliates of foreign companies (i.e., inward
FATS).  The benchmark survey also collects
balance of payments transactions, and is used in
creating universe estimates from the data
collected on the BE-605 and BE-605 BANK
surveys, which are cut-off sample surveys.  The
benchmark survey has a lower reporting
threshold and is more detailed than the annual
survey.

Initial Report on a Foreign Person’s Direct or
Indirect Acquisition, Establishment, or Purchase
of the Operating Assets, of a U.S. Business
Enterprise, Including Real Estate (BE-13)

Initial report for newly established or acquired
U.S. affiliates of foreign companies.  Collects
information on investment outlays, type of
investment (e.g., established or acquired), source
of funding, and a few key operating statistics.
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Annex B:  Improvements to BEA Data on International Services - 1990-2000

1990: In the presentation of the current account, "services" were redefined to exclude investment income.
This redefinition aligned the term more closely with general usage and was consistent with work
then underway to harmonize the classification systems of foreign sector accounts in the
International Monetary Fund’s Balance of Payments Manual and the United Nations System of
National Accounts.

The first in what was to become an annual series of articles on U.S. international sales and
purchases of services was published in the Survey of Current Business.  The article provided detail
over and above that found in the U.S. international transactions accounts, and it included data on
services delivered through foreign affiliates in addition to data on services trade in the
conventional sense of exports and imports.

1992: Trade in services between affiliated enterprises began to be recorded on a gross basis.  Previously,
services transactions between U.S. parent companies and their foreign affiliates had been netted
and recorded under services exports, while similar transactions between U.S. affiliates of foreign
companies and their foreign parents had been netted and recorded under services imports.  This
treatment obscured the two-way flows of intrafirm services trade, caused an understatement of
total exports and imports of services, and was inconsistent with the principle of recording current
account transactions on a gross basis.  The adoption of a gross methodology for recording these
transactions was implemented both for royalties and license fees and for transactions recorded in
"other private services."

Miscellaneous improvements in source data improved the coverage and accuracy of the travel,
passenger fares, and transportation accounts.  Partner country data began to be used in developing
estimates of travel transactions with Mexico.  New estimates of U.S. international cruise
transactions were introduced, as were new estimates of interline settlements between U.S. and
foreign airlines and of U.S. rail carriers’ revenues for transporting foreign-owned goods shipped
through the United States from one foreign destination to another.

Results of the second benchmark survey of Selected Services Transactions with Unaffiliated
Foreign Persons, covering 1991, were presented.  The coverage of the benchmark survey was
expanded by introducing a new exemption criterion and by adding several new types of services.

1994: Estimates of freight charges for the transportation of goods by truck between the United States and
Canada were introduced.  The addition of these charges recognized the impact of deregulation in
the United States and Canada in the 1980’s, which opened truck transportation in each country to
the other’s carriers;  of the growing importance of transportation of goods by truck as the volume
of U.S.-Canadian trade expanded;  and of the encouragement of commerce between the United
States and Canada due to the North American Free Trade Agreement.

Monthly estimates of U.S. international services transactions were introduced, in a joint news
release with the Bureau of Census on U.S. International Trade in Goods and Services.  The release,
which replaced a Census Bureau release on trade in goods alone, responded to the increased
emphasis placed on services by economic analysts and policymakers and the need for more timely
measures of services activity.  It provided a few highly aggregated series on services, estimated
largely by the use of indicator series.

1996: More accurate and complete estimates of transactions in financial services were introduced, based
on BEA’s first Benchmark Survey of Financial Services Transactions Between U.S. Financial
Services Providers and Unaffiliated Foreign Persons.  The estimates replaced partial estimates that
previously had been estimated by indirect methods.  The benchmark survey covered 1994 and was
to be repeated every 5 years;  a less comprehensive annual survey of financial services was
instituted beginning in 1995 to provide survey coverage for nonbenchmark years.
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1997: Results of the third Benchmark Survey of Selected Services Transactions with Unaffiliated
Foreign Persons were released.  The survey, which covered 1996, provided data that filled gaps in
several new, growing, and volatile services categories.

Several improvements to the transportation estimates were made due to newly available source
data.  Census Bureau data on freight charges for the transportation of goods by truck between the
United States and Canada replaced BEA projections that were previously used to estimate truck
receipts and payments.  In addition, estimates of foreign-operated ocean carriers’ expenses in U.S.
ports were revised to reflect newly available details, obtained from a BEA survey of ocean
transportation, on the types of expenses incurred in U.S. ports by foreign ocean carriers.

1998: Computer software royalties and license fees were reclassified to royalties and license fees from
"other private services.  "The purpose of the reclassification was to better reflect the acquisitions
and sales of rights to use or reproduce computer software as transactions involving intangible,
nonproduced, nonfinancial assets and proprietary rights and to combine them with other such
transactions.

Operational leasing of transportation equipment without crew was reclassified from the
transportation accounts to "other private services."  This reclassification consolidated all
operational leasing in one account.  A consideration in making it was the availability of improved
source data, from BEA’s surveys of selected services, on leasing of other types of equipment.

New detail was published on intrafirm trade in services, identifying some of the specific types of
services traded within multinational firms.  This detail was first collected in the 1994 benchmark
survey of U.S. direct investment abroad, and published in the final data publication for that survey.
An annual series was introduced in the annual article on U.S. international sales and purchases of
services.  (Similar data related to inward direct investment was first collected on the 1997
benchmark survey of foreign direct investment in the United States.)  BEA is considering how best
to integrate these data with the data on trade with unrelated parties.

1999: Compensation of employees, which was previously included indistinguishably in services, was
reclassified to the income account.

Improved estimates of medical services provided to foreign residents at U.S. hospitals were
introduced.  The new estimates used both an improved methodology and newly available source
data.

Estimates of U.S. residents expenditures while traveling overseas were revised to incorporate the
results of a one-time survey by D.K. Shifflet covering 1998.  The survey, which was completed by
U.S. residents after they returned from their trip, were compared with the results of the
International Trade Administration’s in-flight survey that BEA uses to estimate U.S. travelers’
expenditures and that is completed by travelers upon their departure.  BEA used the data from the
Shifflet survey to develop adjustment factors that can be applied to the ITA survey data.

2000 Improved estimates were introduced for several items, including financial services,
noncompensation expenditures of foreign embassies and consulates and of international
organizations in the United States, and expenditures of temporary nonagricultural workers in the
United States.  The improvement in the estimates of financial services resulted from the 1999
Benchmark Survey of Financial Services Transactions Between U.S. Financial Services Providers
and Unaffiliated Foreign Persons.


