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1 INTRODUCTION

Covering groups of companies that provide basicnecuoc, financial and social
infrastructure and support corporate businessessdvices sector has become more
and more important for generating income and emmpéoyt in various countries. As
Marchetti (2004) and Dihel, Eschenbach and Sheplidd6) have analyzed, an
increase in the share of services in the Gross BtoeEroducts (GDP) of countries is
seen as the income of those economies grows. &isdyigher the income of a nation,
the greater share of international trade in sesvitehas’ Furthermore, technological
transformations have favored expansion of tradgemices, once seen as untradeables
or difficult to export, such as education, accaugtihealthcare, publishing, research and
development, legal and business services. Hereastlnighlighted by Lopez, Niembro
and Ramos (2011), international trade in serviaskbeen growing at high rates in the
last decade and continues to maintain strong grpaténtial in the coming years.

The United States and the European Union (EU)lerdatrgest services exporters in the
world, jointly accounting for 55% of the total teadn commercial services in 2010,
according to data from the United Nations Confeeeno Trade and Development
(UNCTAD) which considers intra-European trade. Eviiough the international
services trade flows remain relatively concentratedhe past few years an expressive
growth in the market share of emerging economiesiean observed, particularly those
of the BRICS (Brazil, Russia, India, China, and tBoéfrica). According to the data
presented by the Organization for Economic Codjmraand Development (OECD,
2010), the average annual growth in services egpoetween 2003 and 2008 was
13.3% for OECD countries and 26.1% for the BRIC8awindicates an increase in the
relative importance of these countries in intewrsl trade in services. Developed
countries lost market share in total services aspior the last decade, from 75.7% in
2000 to 67.7% in 2010, while developing countriezeased their share from 22.8% in
2000 to 26.2% in 2050

Taking this context into account, this paper aimsabalyze the integration of the
BRICS’ countries in the international services nearkn order to do so, | exam some
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2| consider here the concept of commercial services, which includes all categories of services, except
government services. The categories are: Transportation; Travel; Communications; Construction;
Insurance; Financial Services; Computer and information services; Royalties and Licenses; Other
Business Services; Personal, Cultural, and Recreational Services. These 10 categories contain 160
subsections. See methodology at UNCTAD: http://unctadstat.unctad.org/ or at WTO:
http://stat.wto.org.

*There is also the group of transition economies.




indicators and secondary data on trade in servi@essed on the existing literature on the
topic. Also, the participation of the BRICS is avatled in the new dynamic sectors
(NDS)* of trade in services. | use the data availablbases such as the World Trade
Organization (WTO), World Bank (WB), Internationdllonetary Fund (IMF), OECD
and UNCTAD ones.

Besides this brief introduction, this paper cordathree sections. In section 2, the
participation of the BRICS in the international \8ees market is analyzed and
compared, highlighting characteristics of competitand complementarity among them
on this issue. In section 3, | exam the BRICS’ soie international trade of NDS.

Finally, in section 4, some concluding remarks@esented.

2 BRICS IN INTERNATIONAL TRADE IN SERVICES

The relative dispersion observed in internatiomableé in goods, with the increase
developing countries’ market share, particularkly BRICS, is also identified when one
analyzes trade in services. The United Stateswthréd's largest exporter of services,
with total value of exports exceeding US$ 518 dillin 2010, has had lower export
growth rates than the global average since 200&. aMerage growth of U.S. exports
from 2001 to 2010 was 6.87%, as seen in Chart flewglobal exports grew at 10% on
average in the same period, according to the WTQ1R

Chart 1: Average growth rate of services exports foselected countries - % (2001-
2010).
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*This concept includes: Construction, Computer and information services, Royalties and Licenses, and
Personal, Cultural, and Recreational Services. These are the sectors with the highest growth rates in
international trade as well as the greatest potential for growth in demand. See OECD (2010).



As presented in Chart 1, not only the United Stageports grew below the world
average between 2001 and 2010, but France, Japgahetnited Kingdom, renowned
global exporters of services, also had growth ratesller than the world average.
Germany, being the exception among developed desntichieved average growth of
11.74% in its services exports in the same pendtit can be seen as an impressive
rate given the high base of its total exports (Garraervices exports in 2010 reached
US$ 232 billion).

Chart 2: Share of selected countries in world serees exports - % (2000, 2005,
2010).
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The rapid growth of global trade in services in llk&t decade relied a lot on emerging
economies, the BRICS in particular. With averagengh of their exports around 17.5%
between 2001 and 2010, the BRICS have more thablelbitheir participation in
international trade in services during that period2010, they represented over 10% of
world services exports, as illustrated in Charlt 2s worth noting, however, that there
are major disparities in growth rates of servicegoets among the BRICS, with India
leading the exports growth in the group, with @& ratt 24.12% between 2001 and 2010,
followed by China, Russia, Brazil and South Afridae latter presented higher growth
rate than the world average, but that rate reptesgmost half of the one observed for
Indian exports in the same period. Thus, the asymeseobserved among the BRICS
are clearly reflected in their integration intoamational trade in services.



Chart 3: Average growth rate of services imports foselected countries - % (2001-
2010).
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As far as the growth of services imports is conedrthe BRICS’ countries also stand
out, because they had growth rates that are welleathe global average between 2001
and 2010. During this period, global imports inceth at an average rate of 9.6%,
whereas the average growth rate for the BRICS wakd. With rapid growth, above
the global average, for services imports, the BRi@8eased their share in world
services imports flows from 6.7% in 2000 to 13%2010. As shown in Chart 3, the
traditional importers of services (the United Stat€&ermany, Japan, the United
Kingdom and France) also increased their purchaséle 2000’s at relatively high
rates, although lower than the world average, whigs driven particularly by the
impressive growth of imports from emerging econanie

2.1 Brazil

The openness of Brazilian economy to trade in sesvihas widened since the mid-
1990s, progressing from a relation between totalerin services and GDP of 2.8% in
1994 to 4.8% in 2002 and 4.5% in 2010. Brazilianvises exports accounted for
approximately 13% of its total exports of goods aedvices in 2010, what indicates
that the countries’ exports are well concentratedgoods and there is significant
potential growth for trade in services. Also, Bhari participation in the international

services market is historically characterized ljeficit in its trade in services balance,
as seen in Chart 4.



Chart 4: Brazil: trade in services — in US$ milliors (2000-2010)
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Although its exports have grown at an average oatE3.7% from 2001 to 2010, with
absolute values that went from US$ 9 billion in @@6 US$ 30.3 billion in 2010, its
imports grew even more than its exports in thisqoewith an average rate of 15.6% a
year. Brazilian imports were worth US$ 15.6 billion2000 and US$ 59.7 billion in
2010, what explains its trade deficit in serviceaching US$ 29.5 billion in 2010, a
figure 4.5 times higher than the deficit verifiad 2000. Despite the growth of both
exports and imports of services in Brazil in thstldecade, its share of international
trade in services remained relatively marginalhvit82% of world exports (81in the
global ranking in 2010) and 1.7% of world import§{ in the global ranking).

By analyzing the services exports basket of Brag#¢ can see that its composition is
concentrated in other business services, whichesepted 52.08% of total exports in
2010. Brazilian services imports present a gresiare for travel and other business
services, followed by transport and computer arfdrimation services. Taking into

account the average annual growth between 20022646, the main sectors were:
communications, with a growth rate of 39%; trawslth 23%; and other business
services, with 21%.

2.2 Russia

Russia’s economy is more open to trade in sentitas some emerging countries, like
Brazil, with its trade flows representing about 8/the GDP in 2010 (in 1994 it was
6% and, in 2000, 10%). Moreover, trade in serveesounted for approximately 10%
of Russian total trade in goods and services 9201

In absolute terms, services exports from Russiamd@d from US$ 9.6 billion in 2000
to US$ 43.8 billion in 2010 (23in the global ranking), with average growth foe th
period of 17.4% a year, well above the world averafy10%. This factor has increased



the relative participation of the country’s worlgperts of services from 0.64% in 2000
to 1.2% in 2010. Imports, meanwhile, went from abd8$ 16 billion in 2000 to US$
71.5 billion in 2010 (18 in the global ranking) and increased at an avesageial rate
of 16.6% in the same period, a rate that is alsatgr than the 9.6% average growth in
Russian services imports, increasing the counsiyare in world services imports from
1.1% in 2000 to 2% in 2010

Chart 5: Russia: trade in services — in US$ millios (2000-2010)
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Transport, travel and other business services septed around 82% of Russian
services exports in 2010, a share which is wellvabtihe world average for those
sectors. Financial services exports grew at afatgmnit rate, 30.61%, between 2002 and
2010, but represented only 2.4% of Russia’s totglogs in 2010. The construction
sector has a relatively high share of the countgivices export basket, approximately
6% in 2010, if compared to the world average andiquaarly to emerging countries
such as Brazil.

As for Russian services imports basket, travelasgmted 37.1% of its imports in 2010,
followed by other business services, 21%, and panswith a share of approximately
17% of Russian imports that year. From 2002 to 284® categories of other business
services and royalties and licenses were the fagtewing ones, with average growth
of 32% and 39% a year, respectively, although gidlyhave a small share of the total
imported services by the country, only 2.4% forestbusiness services and 7.1% for
royalties and licenses in 2010.

2.3 South Africa

Among the BRICS, South Africa is one of the cowedrivith the greatest degree of
openness to trade in services. South African tttadle in services represented
approximately 9% of GDP in 2010, only smaller thilaa Indian share, which was 14%
that year. South Africa is also one of the BRIC$hwihe highest number of services
subsectors with commitments under the General Ageeé on Trade in Services



(GATS) to have reduced protection: 91 subsettdtswever, this degree of openness
also reflects the relatively small size and limitdiversification of South African
economy and trade flows. Trade in services reptedeh3% of the country’s total
exports of goods and services in 2010, a patteaahdan be found in most developing
countries, except India.

Chart 6: South Africa: trade in services — in US$ nillions (2000-2010)
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South African exports of services, which grew by522 on average between 2001 and
2010, rose from US$ 4.8 billion in 2000 to US$ 1Bilion in 2010, representing only
0.37% of total world exports in 2010. In the samary the basket of exported services
was concentrated on travel, with a share of apprately 67%, followed by transport,
with 12%, other business services, 8%, and finarsgavices, representing 6% of all
services exports of South Africa in 2010.

Total services imports were worth US$ 18 billion2@10, a figure three times higher
than the one observed in 2000, which represeni®®df world imports of services that
year (48" in the global ranking). It is important to noteathSouth African imports
basket is dominated by transport and travel categjowhich represented 70% of total
imports in 2010 and grew, on average, 16% and lZ4&%ually between 2002 and
2010, respectively.

The average annual growth of South African serviogsorts was 13.6% in the last
decade. With its imports growing at higher rateanthits exports between 2000 and
2010, there was an increase in the country’s todieit in services, which reached $
4.4 billion in 2010, 5.7 times higher than figurerh 2000.

>The numbers of services subsectors with commitments to reduce protection by the other BRICS’
countries are: 93 for China, 37 for India and 43 for Brazil. Russia has just recently concluded the process
to join the WTO.



2.4 India

India stands out among the BRICS as far as theritaupce of the services sector in the
economy and the country’s participation in inteioral trade in services are taken into
account. In 2010, India exported more than US$Hilidn in services, a figure 7.7 fold
higher than that of the year 2000, when the cousiported US$ 16 billion. This
significant difference is a result of an averageuamh growth rate exceeding 24%
between 2001 and 2010, what increased India’s shawerld services exports from
1.1% in 2000 to 3.3% in 2010%n the global ranking).

In India, services exports accounted for approxatya86% of the total exports of goods
and services in 2010. Its exports basket is chenized by a strong performance of
computer and information services, representingpou6% of its total exports in 2010,

followed by other business services, with 23.5%ydt, with 11.5%, and transport, with

a share of 10.7% of total Indian exports of sewitieat year. This exports basket
structure reflects the important role the countag Iplayed one of the world leaders in
computing and information technology sectors. Indighe only country among the

BRICS to have an important share of world compatet information services exports.
It has the largest share among the BRICS’ counwtfethe so-called new dynamic

sector (NDS) as percentage of its services expodg& in 2010, as will be seen in the
next section. India also had the highest growtk ddttrade in services between 2001
and 2010 amongst developing nations, with its espgrowing more than 24%

annually in that period, this figure is twice ag b the world average.

Chart 7: India: trade in services — in US$ millions(2000-2010)
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Indian services imports also grew at high ratefiénlast decade, 21% a year on average
between 2001 and 2010, resulting in an increasts aghare of world services imports
from 1.3% in 2000 to 3.3% in 2010"7n the world ranking). In 2010, total services
imports by India were worth US$ 116 billion, whangrated a trade surplus of about
US$ 7 billion. 40% of its total imports were in ttransport sector in 2010, showing a
clear interface with the increase of the countnyésticipation in international trade



activities, and 34% of them in other business ses:iThe categories of travel, financial
services and insurance services complete the fighe top five sectors of Indian
services imports in 2010, with shares of 9.2%, 5a88b 4.3%, respectively.

2.5 China

Chinese dragon seems to be awakening to tradervicse just as it did in relation to

trade in goods. China, the biggest economy amoa@BRICS, has a relatively lower

degree of openness to trade in services than cthertries of the group, with a total

trade in services as a proportion of GDP of 6.2%0h0, exceeding only that of Brazil,

the closest economy among the BRICS. Services txfiamm China accounted for

9.5% of its total exports of goods and service20mO0. Its total services exports in that
year were 5.65 times greater than the figures 0020@s imports values were 5.35 times
bigger for the same period of time.

Chart 8: China: trade in services —in US$ millios (2000-2010)
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Although presenting deficits in trade in servic€binese services exports and imports
grew at rates close to 20% in the last decadexiperts represented more than 4.6% of
world exports (4 in the ranking) and its imports 5.5% of world imo(3° in the
ranking) in 2010, the highest share amid the BRI&fbintries.

The rapid Chinese growth in trade in services isceatrated in the categories of other
business services, which represented 36% of & éaports in 2010, travel, with a 27%
share, and transport, 21% of its exports. It istivoroting that transport services have
achieved an outstanding growth in recent year20b0, for example, exports from

China grew over 45%, the highest growth rate inwleld for the sector. Financial

services, although representing only 0.8% of Clareegorts, grew 205% in 2010 over
the previous year. The country's import basketude$ transport, travel and other
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business services as those with the greatest sBa%&, 28.5% and 18% of its total
imports in 2010, respectively.

MAP 1: Countries’ shares in international trade in services — in US$ billions (2010)
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Source: WTO

Economic asymmetries amongst the BRICS, which miagen common actions in the
international arena, are well confirmed by analgzine data on trade in services. Total
Chinese exports of services in 2010 totaled US$HiM6n (4™ in the world ranking of
exporters), this figure is 38% higher than the Ite&vices exports from India, 12.5
times higher than South African exports, 5.6 tirbagger than Brazilian ones and 3.9
times greater than those of Russia. Nonetheless, Ghinese services exports
represented only a third of American ones in 200nsidering its total exported and
imported services, China is the only country of BRICS to join the select group of
countries with more than US$ 250 billion worth &ad services in 2010. As shown on
Map 1, the other countries are traditional servitaders and developed ones, such as
the United States, Germany, the United Kingdom,adapnd France. So, China is
quickly gaining ground in international trade inrioais services sectors, also being the
only country of the BRICS to appear in tfamking of the top ten services importers and
exporters in all categories examined, except firrservicesyoyalties and licensing,
and personal, cultural, and recreational services.

e By adding the services exports from Hong Kong to those of China, one gets a figure of USS$ 276 billion in
2010, which represents 53% of American exports and 7.5% of global trade in services that year.
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3 BRICS AND THE NEW DYNAMIC SECTORS OF TRADE IN SERVICES

The new dynamic sectors (NDS) of trade in serviceseased their share in total

Chinese services exports, from 30% in 2001 to 5098010. There was also a small
reduction in the share of these sectors in totah&€3® imports in the period, as one can
see in Charts 9 and 10.

In Brazil, the NDS increased their share in tatadlé in services particularly since 2004.
This phenomenon has occurred more intensivelysirexports than in its imports. In

2004, the NDS represented 41% of total exports4¥d of imports. In 2010, in turn,

the NDS represented 52% of Brazilian services dgpond 45.5% of its imports. These
data indicate a shift in Brazilian exports towarsisctors with higher growth in

international trade, which tends to amplify the gmtial for increasing the country’s
exports more than its imports in the mid and lomgnis. However, absolute values of
Brazilian trade continue to show trade deficitthe NDS as well.

Chart 9: BRICS: share of NDS in total services expts (2001-2010)

80
70 ] —e— Brazil
60

—@— China

N =
40 \\.___.__'//M India
30 —r//

Russia
20
| %  x—— Kk %— —¥— South
10 Africa
0 ‘

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: UNCTADStat.



12

Chart 10: BRICS: share of NDS in total services imprts (2001-2010)

50

45 40=~‘::;:;=__4==___.<::::;:::::j::;,zizzzzzg__
/ * —e— Brazil

40 - —

35 (= 7#_*7 .

_— ——China
30 == =
25 :

W(———)K India
> M
15

x Russia

10

—¥— South
Africa

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: UNCTADStat.

Russia widened its trade deficit in NDS in the pdetade, what was accompanied by
an increase in the share of these sectors intakdmports as well as imports. In 2000,
the NDS represented 20.6% of Russian services expad 31.4% of its imports. In
2010, these sectors accounted for 38.5% of itsrexpod 38.2% of its imports. In turn,
South Africa has broadened the participation of ND3ts services imports between
2000 and 2010, while reducing the importance o$eéhsectors in its services exports,
which continue to be concentrated on travel, asreahentioned.

Chart 11: BRICS: countries’ share of world serviceexports in NDS (2001-2010)
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As shown in Chart 11, India and China share thd Baong the BRICS in exporting
NDS services, having relative participations ofS8&%and 5.60% in the world NDS
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exports, respectively, in 2010. Brazilian and Rassiservices exports in NDS
represented 1.1% each of the total world NDS esp&@buth African exports in NDS
represent only 0.1% of the world trade in thosdmec Furthermore, there has been a
clear growth trend for China and India in NDS tradee 2003, a phenomenon not seen
for Brazil, Russia or South Africa, what indicatessurge in disparities amongst the
BRICS as far as their integration into the inteioradl services market is concerned.

4 FINAL REMARKS

Despite the differences in the BRICS’ integrationgesses into international trade in
services, it is important to reiterate that theugre trade in services flows grew at
higher rates than the world average and also theilg exporters and importers of
services worldwide (U.S. and EU). This factor hageased the percentage share of the
BRICS in global trade in services from 4.7% in 2@6010.3% in 2010. At the same
time, though, from 2000-2010, the BRICS broaderter ttrade deficit in services,
except India, which moved from deficit to surpla2004.

The United States increased its trade surplusriicess from US$ 70.5 billion in 2000
to US$ 160 billion in 2010, even though with an rage growth rate of its trade in
services about 3 percentage points below the warktage between 2000 and 2010.
The European Union has also increased its tragdusuin services from US$ 52 billion
in 2004 to US$ 95 billion in 2010, considering oeiytra-bloc trade. These data attest
the centrality of the United States and the EU nternational trade in services,
confirming the high international competitivenedstleeir companies in the sector, a
position that does not seem to be threatened iergeby the rising share of BRICS’
exports in international trade in services.

Therefore, despite the increasing participatiorthef BRICS in international trade in
services, developed countries, particularly thetétéhiStates and the EU, will probably
continue to lead exports and imports of servicea imear future. Among the BRICS,
only India and China seem to have the ability te@tpositions of greater prominence in
the services market, particularly in sectors suslt@mputer and information services,
in the case of India, and transport and other lessirservices, for China. Brazil and
Russia tend to find some room for expansion inaiter business services sector, and
South Africa in the travel sector.

Finally, one should bear in mind that the differemof interests and approaches among
the BRICS concerning their participation in theemiational services market may
become a potential source of conflict amid thematwhight come to be observed in
multilateral forums such as the WTO. Chinas#ch-up in the services sector is
underway and may well create new disputes in thedereen China and other BRICS’
countries. However, there is also an opportunitytiie expansion of complementarities
and the consequent opening of trade negotiatiohsele® countries of the group in
specific sectors such as transport, travel, firelngervices, computer and information
services and other business services, what wouiddneate a cooperative and positive
trade agenda.
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