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Cross-Border Trade in 2003 and Sales Through Affiliates in 2002

By Maria Borga and Michael Mann

U S INTERNATIONAL sales and purchases of
» \J .« services are presented here from a broad
perspective that includes not only conventional ex-
ports and imports of services that cross borders but
also services sold by locally established affiliates of
multinational companies. Including services sold
through affiliates recognizes the key role of affiliates
that are located within—but that are owned out-
side—the markets they serve in the delivery of services
internationally. It is also consistent with the way that
many firms view their worldwide operations.

The transactions in services that cross borders are
perhaps the better known channel of delivery, but in
recent years, most of the services sold to the U.S. mar-
ket by foreign companies and to foreign markets by
U.S. companies have been delivered through locally es-
tablished affiliates. In both 2001 and 2002, for exam-
ple, services delivered through affiliates substantially
exceeded cross-border trade in services (table A and
chart 1).

Table A. Sales of Services to Foreign and U.S. Markets
[Billions of dollars]

U.S. sales to Foreign sales to
foreign markets the U.S. market
Across Throughforeign Across Through U.S.
border affiliates border affiliates
275 422 206 368
281 401 21 387
294 na. 228 na.

n.a. Not available

In contrast to its persistent deficit on cross-border
trade in goods, the United States has run regular sur-
pluses on cross-border trade in services. In 2003, cross-
border exports of private services, at $294 billion, ex-
ceeded cross-border imports by $66 billion, down
from a surplus of $70 billion in 2002. Sales of services
abroad by foreign affiliates of U.S. companies have reg-
ularly exceeded sales of services in the United States by
U.S. affiliates of foreign companies. In 2002 (the most

Michael Mann prepared the section on cross-border
trade, and Maria Borga prepared the section on sales
through affiliates.

recent year that data are available), foreign affiliates’
sales abroad, at $401 billion, were $14 billion more
than U.S. affiliates’ sales in the United States; in 2001,
foreign affiliates’ sales exceeded U.S. affiliates’ sales by
$54 billion.

Chart 1. U.S. International Sales and Purchases
of Private Services, 1987-2003'
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MOFAs Majority-owned foreign affiliates

MOUSAs Majority-owned U.S. affiliates

1. The data for sales and purchases through majority-owned affiliates are shown through
2002, the latest year for which these data are available.
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In 2003, U.S. cross-border exports increased 5 per-
cent after increasing 3 percent in 2002, and imports in-
creased 8 percent after increasing 3 percent (table B).
For exports, the increase was more than accounted for
by increases in receipts for royalties and license fees
and in “other private services” (such as education, fi-
nancial services, insurance, and business, professional,
and technical services). These increases were partly off-
set by decreases in travel and passenger fares, which fell
for the third consecutive year; travel to the United
States continued to be dampened by concerns about
safety with the beginning of the war in Iraq and the

Table B. Sales of Services to Foreign and U.S. Markets Through
Cross-Border Trade and Through Affiliates

Through cross-border Through nonbank
trade ! majority-owned affiliates 2

Sales to foreign | Sales to U.S
: persons by | persons by U.S

U{rsé Ceésg)ts L(Jpzy::\né)r%rst)s foreign affliates of

affiliates of foreign
U.S. companies ®|  companies
Billions of dollars
775 64.7 60.5 n.a.
87.0 73.9 72.3 62.6
101.0 81.0 83.8 732
117.9 85.3 99.2 94.2
137.2 98.2 121.3 109.2
152.4 99.9 131.6 1195
164.0 103.4 140.6 128.0
171.6 109.3 142.6 134.7
186.7 120.2 159.1 145.4
2037 128.6 190.1 149.7
22241 138.7 2232 168.4
238.6 151.9 2553 (4) 2231
2447 166.2 286.1 2455
265.7 183.6 (%) 353.2 293.5
284.4 208.6 4135 344.4
274.6 205.7 4217 367.6
281.4 210.9 401.1 386.7
2941 228.2 n.a n.a.
Percent change from prior year

12.2 14.2 19.5 [
16.0 95 15.9 17.0
16.8 53 18.4 287
16.4 15.1 222 15.9
11.1 1.8 8.5 95
76 34 6.8 741
46 58 1.5 53
8.8 9.9 1.6 8.0
9.1 7.0 19.4 29
9.0 78 17.4 12.5
74 95 14.4 *)
2.6 94 12.0 10.1
8.5 10.4 (°) 19.6
741 13.6 17.1 17.3
-35 -1.4 2.0 6.7
25 25 -4.9 5.2
45 82 n.a. na.

n.a. Not available

1. The estimates for 1992-2002 are revised from those published in last years article in this series. See
Christopher L. Bach, ‘‘Annual Revision of the U.S. International Accounts, 1989-2003,” Survey o CuRRENT
Business 84 (July 2004): 52-114.

2. The estimates for 2001 are revised from those published in last year's article. The estimates for 2002 are
preliminary.

3. The figures shown in this column for 1986-88 have been adjusted, for the purposes of this article, to be
consistent with those for 1989 forward, which reflect definitional and methodological improvements made in the
1989 Benchmark Survey of U.S. Direct Investment Abroad. The primary improvement was that investment
income of affiliates in finance and insurance was excluded from sales of services. The adjustment was made by
assuming that investment income of finance and insurance affiliates in 1986-88 accounted for the same share
of sales of services plus investment income as in 1989.

4. Beginning in 1997, sales by U.S. affiliates were classified as goods or services based on industry codes
derived from the North American Industry Classification System; the estimates for prior years were based on
codes derived from the 1987 Standard Industrial Classification System. This change resulted in a redefinition of
sales of services by affiliates, which resulted in a net shift of sales from goods to services. See the box

**Changes in the Definition and Classification of Sales of Services by U.S."Affiliates” in the October 1999
Survey, 61; <www.bea.gov>.

5. Beglnnlng in 1999, sales by foreign affiliates were classified as goods or services based on industry codes
derived from the North American Industry Classification System; the estimates for prior years were based on
codes derived from the 1987 Standard Industrial Classification System. This change resulted in a redefinition of
sales of services by affiliates, which resulted in a net shift of sales from goods tg services. See the box

“Changes in the Definition and Classification of Sales of Services by Foreign Affiliates” in the November 2001
Survey, 58; <www.bea.gov>.
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spread of the severe acute respiratory syndrome
(SARS) virus. For imports, the increase was mainly ac-
counted for by “other transportation” (which consists
of freight charges and port services) and by “other pri-
vate services.” However, U.S. travel payments fell for
the same reasons that travel receipts fell.

In 2002, sales of services by foreign affiliates of U.S.
companies decreased 5 percent, the first decrease since
these sales were first estimated in 1986.! The decrease
reflects a large drop in sales of services by foreign affili-
ates in utilities; this industry was hard hit by the col-
lapse of overseas energy trading operations and by the
business failures of some U.S. parent companies. Sales
of services by U.S. affiliates of foreign companies grew
5 percent after increasing 7 percent. The slowdown re-
flected a sharp falloff in cross-border merger and ac-
quisition activity in 2002, so most of the growth in
sales of services was accounted for by existing affiliates.
In contrast, in 1998-2001, newly acquired affiliates ac-
counted for most of the growth in sales of services
through U.S. affiliates.

This article presents detailed estimates of U.S. cross-
border exports and imports of private services and de-
tailed estimates of U.S. sales of services through, and of
U.S. purchases of services from, nonbank, majority-
owned affiliates of multinational companies. Cross-
border exports and imports are transactions between
U.S. residents and foreign residents; they are interna-
tional trade in the conventional sense and are recorded
in summary form in the U.S. international transac-
tions accounts.? The sales of services through affiliates
represent services sold in international markets
through the channel of direct investment (see the box
“Channels of Delivery of Services Sold in International
Markets” on page 28);® these estimates are from de-
tailed data sets on affiliate operations that are pre-
sented in annual articles on the operations of U.S.
multinational companies and of U.S. affiliates of for-
eign companies.* Comparisons between these two
channels of delivery of services cannot be precise be-

1. The data on sales of services of foreign affiliates were first collected in
the 1982 benchmark survey of U.S. direct investment abroad, but they
included investment income of affiliates in finance and insurance. See foot-
note 3 in table B.

2. In the quarterly articles on U.S. international transactions, table 1 pre-
sents cross-border exports of private services in lines 6-10 and cross-border
imports in lines 23-27; table 3 provides additional details.

3. These data cover all the sales of services by nonbank, majority-owned
affiliates, irrespective of the percentage of foreign ownership. The data are
limited to nonbank affiliates because bank affiliates were not required to
report annual data on sales of services to the Bureau of Economic Analysis.

4. Raymond J. Mataloni, Jr., “U.S. Multinational Companies: Operations
in 2002,” Survey oF CURRENT Business 84 (July 2004): 10-29; William J. Zeile,
“Operations of U.S. Affiliates of Foreign Companies: Preliminary Results
From the 2002 Benchmark Survey,” Survey 84 (August 2004): 192-217.
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cause of differences in coverage and measurement, but
the substantial gap between the two clearly indicates
that delivery through affiliates is the larger channel for
both U.S. sales and U.S. purchases of private services
(charts 2 and 3).5 However, for specific types of ser-
vices, the relative importance of the two channels is
difficult to gauge because of the differences in mea-
surement and coverage and because of differences in
the basis of classification. The available data on cross-

5. An example of a difference in coverage is that the estimates of cross-
border exports and imports include services provided by banks, while those
of sales through affiliates cover only nonbank affiliates. Examples of differ-
ences in measurement include insurance services and construction. See
Obie G. Whichard and Maria Borga, “Selected Issues in the Measurement
of U.S. International Services,” Survey 82 (June 2002): 36-56.

Chart 2. U.S. Sales and Purchases of Services
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border trade are generally classified by type of service,
but the data on sales of services through affiliates are
classified by the primary industry of the affiliate.

The remainder of this article contains three parts
and an appendix. The first part discusses cross-border
trade, and it presents preliminary estimates for 2003
and revised estimates for 1992-2002. The second part
discusses sales through majority-owned affiliates; it
presents revised estimates for 2001 and preliminary es-
timates for 2002. The third part is a special supplement
to this article that examines trends in international ser-
vices, focusing on the offshoring of services. Finally,
over the past several years, the Bureau of Economic
Analysis (BEA) has introduced many improvements to

Chart 3. U.S. Sales and Purchases of Services

by Major Area in 2002 by Major Country in 2002
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its data on international services. These improvements
have focused on expanding the coverage of BEA's inter-
national services data, on providing more useful mea-
sures of some services, and on constructing more
accurate and more complete estimates of some ser-
vices. As part of this ongoing data improvement effort,
BEA recently initiated several changes in methodology
and in data collection that are discussed in the appen-
dix “Improving the Estimates of International Ser-
vices.”

U.S. Cross-Border Trade in 2003
In 2003, U.S. exports of private services (receipts) in-
creased 5 percent, to $294.1 billion, after a 3-percent
increase in 2002. U.S. imports of private services (pay-
ments) increased 8 percent, to $228.2 billion, after a
3-percent increase.

U.S. cross-border trade in services was affected by
changes in the foreign-currency value of the dollar, but
the effect cannot be precisely measured, because it can-
not be clearly distinguished from the effects of other
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variables that affected U.S. services flows. In 2003, the
dollar depreciated against the currencies of most major
U.S. trading partners. The dollar depreciated 20 per-
cent against the euro, 9 percent against the British
pound, 7 percent against the Japanese yen, and 11 per-
cent against the Canadian dollar.

The increase in total exports of services was mostly
accounted for by increases in royalties and license fees

6. Annual exchange rates are period averages.

Data Availability

The estimates of cross-border trade for 1986-2003
and the estimates of sales through majority-owned
affiliates for 1989-2002 are available as files that can
be downloaded from BEA's Web site. To access these
files, go to <www.bea.gov>, click on “Trade in Goods
and Services” under “International” and look under
“International Services.”

Services are sold in international markets through two
distinct channels. In the first channel, the residents of
one country sell services to the residents of another
country. These transactions—cross-border trade—in-
clude both trade within multinational companies
(intrafirm trade) and trade between unaffiliated parties.t
They are recorded in the international transactions
accounts of both countries—as exports of services by the
seller’s country and as imports by the buyer’s country.
The second channel of delivery is sales through foreign
affiliates of multinational companies, which from the
U.S. viewpoint, are sales to foreigners by foreign affiliates
of U.S. companies and sales to U.S. residents by the U.S.
affiliates of foreign companies. These sales are not con-
sidered U.S. international transactions, because under
the residency principle of balance-of-payments account-
ing, affiliates of multinational companies are regarded as
residents of the countries where they are located rather
than of the countries of their owners. Thus, sales abroad
by foreign affiliates are transactions between foreign resi-
dents, and sales in the United States by U.S. affiliates are
transactions between U.S. residents. (However, the direct

1. The term “cross-border trade” differs from the term “cross-border
mode of supply” that is used in the General Agreement on Trade in Ser-
vices to refer to the provision of a service by a resident of one country to
a resident of another country in which neither the producer nor the
consumer goes to the country of the other (for example, a consultant
sending a report electronically or by mail).

Channels of Delivery of Services Sold in International Markets

investors’ shares of the profits earned on these sales are
recorded as U.S. international transactions.) To obtain a
complete picture of the services transactions of affiliates,
it would be necessary to examine not only their sales of
services but also their purchases of services, both in their
countries of location and elsewhere. However, the only
available data on their purchases of services are those that
are discussed in the section on cross-border trade.

The two channels of delivery typically differ in their
effects on an economy. For example, U.S. cross-border
exports usually have a greater effect on the U.S. economy
than the equivalent sales through foreign affiliates,
because most, or all, of the income generated by the pro-
duction generally accrues to U.S.-supplied labor and cap-
ital. In contrast, for sales through foreign affiliates, only
the U.S. parent company’s share in profits accrues to the
United States (and is recorded as a U.S. international
transaction); the other income generated by produc-
tion—including compensation of employees—typically
accrues to foreigners.

Some services can be delivered equally well through
either channel, but the type of service often determines
the channel of delivery. For example, many travel services
are inherently delivered through the cross-border chan-
nel, but many business, professional, and technical ser-
vices are mainly delivered through the affiliate channel
because of the need for close, continuing contact
between the service providers and their customers.
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and by “other private services,” such as education and
financial services (table C). An increase in “other
transportation” reflected an increase in ocean freight
rates toward the end of the year and increases in goods
exports and imports, which boosted receipts attribut-
able to foreign expenditures in U.S. ports. Travel and
passenger fare services decreased, reflecting heightened
travel concerns in the first half of the year when the
war in Irag commenced and the severe acute respira-
tory syndrome (SARS) virus was spreading. Travel re-
covered in second half of the year.

The increase in total imports of services was mostly
accounted for by “other private services,” especially in-
surance and “business, professional, and technical ser-
vices” (table C). “Other transportation” also increased
strongly, reflecting higher goods imports and higher
ocean freight rates. Passenger fares and royalties and li-
cense fees increased modestly. Travel payments de-
creased in 2003, reflecting a decrease in the first half of
the year, when concerns about travel caused many U.S.
residents to cancel, postpone, or limit their interna-

Table C. Cross-Border Services
Percent Change from Preceding Year

Exports Imports
2002 2003 2002 2003
Private SErviCes..........ouuevuivieiinriniicieiniins 2 5 3 8
Travel.............. -7 -3 -4 -2
Passenger fares.. -5 -8 -12 5
Other transportation..............coevereereennnns 3 9 -1 17
Royalties and license fees.... ......cccccuuunnnee 9 9 16 4
Other private SErvices........coeeeeeerrreees 7 8 11 14
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tional travel plans. Travel payments recovered in the
second half of the year.

Europe and Asia and Pacific together accounted for
two-thirds of total U.S. cross-border exports and im-
ports of private services in 2002 (chart 4). Three coun-
triess—the United Kingdom, Japan, and Canada—
accounted for nearly a third of both total U.S. exports
and total U.S. imports of services (table D).

Trade within multinational companies accounted
for $85.1 billion, or 29 percent, of the total exports of
private services and for $52.5 billion, or 23 percent, of
the total imports of private services (table E).

Cross-border trade in private services in the U.S. in-
ternational transactions accounts consists of travel,
passenger fares, “other transportation,” royalties and
license fees, and “other private services.” As a result of
the expansion in the quantity of data available on affil-
iated services by type of service, the following discus-
sion of trends focuses on total transactions in these
services rather than on unaffiliated transactions. In ad-
dition, a more complete picture of trade in these ser-
vices is now presented in table 1.

Travel

Travel receipts decreased 3 percent, to $64.5 billion, in
2003 after a 7-percent decrease in 2002. The decrease
reflected concerns related to the beginning of the war
in Irag and SARS, particularly in the first half of 2003.
Travel receipts picked up in the last half of the year, re-
covering to their level of the fourth quarter of 2002,
but were still well below pre-September 11t levels. The

Chart 4. U.S. Cross-Border Services Transactions: Share by Area in 2003
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dropoff and the recovery were largest for travel from
Asia and Pacific; travel from Europe displayed less
change. Receipts from overseas (excluding those from
Canada and Mexico) were 5 percent lower in 2003 than
in 2002, and the number of foreign visitors was 6 per-
cent lower than in 2002. The number of visitors from
Western Europe increased 0.5 percent, visitors from
Asia dropped 12 percent, and visitors from Japan
dropped 13 percent.

Travel receipts from Canada increased 9 percent in
2003, partly spurred by a relatively healthy Canadian
economy and a 12-percent increase in the value of the
Canadian dollar, which made travel to the United
States more attractive. Travel receipts from Mexico in-
creased 3 percent; nearly two-thirds of these receipts
represent visits in the border area, which are typically
day trips.

Travel payments decreased 2 percent, to $56.6 bil-
lion, in 2003 after a 4-percent decrease in 2002. Like
travel receipts, travel payments dropped sharply in the
first half of the year, when concerns about the Iraq war
and SARS caused many U.S. residents to cancel, post-
pone, or limit their international travel plans. U.S.
travel overseas also picked up toward the end of 2003,
and it also remained well below pre-September 11t
levels. Travel payments overseas were 4 percent lower
in 2003 than in 2002; the number of travelers increased
5 percent, but their average expenditures decreased 8
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percent. The number of U.S. travelers to Western Eu-
rope increased 3 percent, U.S. travelers to Latin Amer-
ica increased 13 percent, and those to Asia and Pacific
decreased 9 percent.

Travel payments to Canada decreased 2 percent. The
combined effects of SARS in Toronto and the declining
value of the U.S. dollar reduced U.S. travel to Canada
in the first half of the year. Travel payments to Mexico
increased 5 percent. U.S. travel payments in the inte-
rior of Mexico increased, while travel payments to the
border area decreased.

Passenger fares

Receipts for passenger fares decreased 8 percent, to
$15.7 billion, in 2003 after a 5-percent decrease in
2002. The decrease in 2003 reflected a 6-percent de-
crease in the number of foreign visitors from overseas
and a decrease in the share of visitors on U.S.-flag car-
riers. The decrease reflected the same factors that af-
fected travel receipts and payments.

Passenger fare payments increased 5 percent, to
$21.0 billion, in 2003 after a 12-percent decrease in
2002. The increase reflected an increase in the share of
U.S. travelers on foreign-flag carriers.

Other transportation

Receipts for “other transportation” services increased 9
percent, to $31.8 billion, in 2003 after a 3-percent in-

Table D. Cross-Border Services Exports and Imports by Type and Country, 2003

[Millions of dollars]

Total private Travel Passenger Other Royalties and Other private
services fares transportation license fees services
Exports
All countries. 294,080 64,509 15,693 31,833 48,227 133,818
10 largest countries’ 167,159 37,681 10,345 16,313 29,460 73,360
United Kingdom.... 34,534 8,579 2,680 2,410 4,152 16,713
Japan 29,782 7,595 2,422 3,145 6,656 9,964
Canada 26,723 6,844 2,114 2,614 3,388 11,763
Germany 17,547 2,953 850 2,193 3,273 8,278
Mexico 16,599 5,861 1,158 882 1,223 7,475
France 11,061 1,739 529 798 2,365 5,630
Korea, Republic of 8,402 2,151 48 2,221 1,335 2,647
Switzerland 8,014 624 185 485 2,715 4,005
Netherlands 7,584 1,022 338 895 1,835 3,494
Singapore 6,912 313 21 670 2,518 3,390
Other countries 126,922 26,828 5,348 15,520 18,767 60,459
Imports
All countries. 228,216 56,613 20,957 44,768 20,049 85,829
10 largest countries’ 141,463 28,598 10,821 22,664 17,122 62,258
United Kingdom.... 30,553 5,446 3,981 3,189 1,663 16,274
Canada 19,146 6,376 406 3,634 810 7,920
Japan 17,368 2,323 966 4,763 5,598 3,718
Bermuda 16,417 306 0 680 984 14,447
Germany 16,410 2,320 1,825 3,028 2,331 6,906
Mexico 11,681 7,404 862 1,040 122 2,253
France 10,281 2,528 1,089 1,230 1,705 3,729
Switzerland 8,348 570 351 525 2,202 4,700
Netherlands 6,353 691 553 1,434 1,674 2,001
Taiwan 4,907 634 788 3,141 33 311
Other countrie! 86,753 28,015 10,136 22,104 2,927 23,571

1. Ranked by dollar value of total exports or imports.
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crease in 2002. The increase in 2003 was mainly ac-
counted for by increases in freight receipts. Port service
receipts also increased, reflecting higher goods imports
and exports and higher fuel prices.

The increase in freight receipts reflected increases in
ocean freight and air freight. The increase in ocean
freight receipts reflected increases in goods exports
and imports and a rise in ocean freight rates. The
rise in ocean freight rates was mostly accounted for
by U.S.-operated tramp and tanker vessels. Air freight
receipts also increased, mostly because of a higher vol-
ume of exports and an increase in the volume of goods
carried between foreign points.

SURVEY oF CURRENT BUSINESS
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Payments for “other transportation” services in-
creased 17 percent, to $44.8 billion, in 2003 after re-
maining nearly unchanged in 2002. The increase was
largely accounted for by increases in freight receipts,
but port service payments also increased, reflecting
higher fuel prices.

The increase in freight payments reflected higher
goods imports and higher ocean freight rates. Reve-
nues of foreign-operated tanker vessels accounted for
almost half the increase in ocean freight rates, mainly
as a result of a sharp rate increase in the first quarter of
2003, when oil companies sought to boost crude oil in-
ventories in anticipation of the war in Irag. Revenues

Table E. Intrafirm Trade in Services, by Type, 1997-2003

[Billions of dollars]

Other private services
Business, professional, and technical services
Total Royalties
private Transpor- and Total Manage- | Research Other Film and
services tation ! license Total ® Financial | business, | Computer mengt and business, | television
fees? services |professional,|  and and development| Operational professional,|  tape
and information consultin and leasing and rentals
technical | services senvi cesg testing technical
services services services *
Total receipts:
1997 52.0 0.4 245 27.1 23 224 1.6 (°) Q] 1.5 19.3 24
1998 54.9 0.4 26.3 28.2 2.7 23.0 1.3 () () 1.7 20.0 25
1999 62.6 0.5 29.3 32.8 4.0 26.4 1.2 () Q] 2.3 22.9 24
2000 66.9 0.5 305 35.9 38 29.9 1.1 (°) (©) 21 26.7 22
2001 69.0 0.6 29.2 39.3 441 33.0 1.3 2.1 55 22 21.9 22
2002 76.7 0.7 327 433 41 36.5 1.7 2.4 6.1 25 238 27
2003 85.1 0.7 35.9 485 5.1 40.6 2.1 24 55 26 28.0 27
By U.S. parents from their foreign affiliates:
40.8 0.4 231 17.3 1.4 13.5 1.4 (°) (©) 1.2 10.9 24
1998 42.9 0.4 244 18.1 1.8 13.9 1.3 (®) () 14 1.2 25
1999 50.3 0.5 276 222 25 17.3 1.1 (®) () 1.9 14.3 24
2000 51.9 05 28.3 23.1 2.8 18.1 1.1 Q] (©) 1.8 15.2 22
2001 52.1 0.6 27.2 243 3.2 18.9 1.2 1.3 2.2 1.8 12.4 22
2002 55.4 0.7 29.6 25.1 3.1 19.2 1.4 1.3 2.1 2.1 12.3 2.7
2003 60.9 0.7 325 27.7 34 215 1.6 1.6 2.2 2.3 13.9 2.7
By U.S. affiliates from their foreign parents: 7
1997 1.2 () 14 9.8 0.9 8.9 0.2 (°) (©) 0.3 8.4 ()
1998 12.0 (") 2.0 10.0 0.9 9.1 () ) Q] 0.3 8.8 (%)
1999 12.3 (") 1.7 10.6 15 9.0 0.1 () () 0.4 8.6 (")
2000 15.0 (") 2.2 12.8 1.0 1.8 0.1 () (%) 0.3 1.4 (")
2001 16.9 (*) 2.0 14.9 0.8 14.1 0.1 0.9 33 0.3 9.6 (")
2002 21.3 (*) 3.1 18.2 1.0 17.3 0.3 1.1 4.0 0.4 1.5 (")
2003 24.2 () 34 20.8 17 19.1 0.5 0.8 34 0.3 14.0 ()
Total payments:
1997 24.8 0.4 6.7 17.6 28 14.8 0.8 (°) Q] 0.9 13.2 (W]
1998 284 0.4 8.5 19.4 42 15.2 0.9 () Q] 0.9 13.4 ()
1999 36.6 0.4 104 25.8 59 19.8 3.0 () Q] 1.1 15.8 0.1
2000 417 0.4 12.5 28.8 741 217 26 () ©) 1.0 18.0 ()
2001 436 0.5 13.2 29.8 6.7 23.1 2.8 1.8 1.7 1.0 15.9 ()
2002 47.4 0.5 15.1 31.8 53 26.5 2.9 2.2 1.5 0.8 19.1 (")
2003 52.5 0.6 16.4 355 5.6 29.9 33 2.5 1.6 0.7 21.8 ()
By U.S. parents to their foreign affiliates:
10.8 0.4 14 9.0 25 6.5 0.5 (°) () 0.1 5.9 ()
1998 12.6 0.4 1.8 10.4 33 741 0.6 (%) () () 6.5 ()
1999 18.2 0.4 2.3 15.5 47 10.7 27 (®) () 0.1 79 0.1
2000 19.2 0.4 25 16.3 54 10.9 24 Q] (©) 0.1 8.4 ()
2001 19.6 0.5 25 16.6 5.2 1.4 26 0.5 0.6 0.1 76 ()
2002 205 0.5 3.0 17.0 46 12.4 2.5 0.5 0.7 0.1 8.5 (")
2003 21.9 0.6 2.7 18.6 48 13.8 3.0 0.6 1.0 0.1 9.2 ()
By U.S. affiliates to their foreign parents: 7
14.0 () 54 8.6 0.3 8.3 0.3 (°) (©) 0.8 72 ()
1998 15.8 (") 6.8 9.0 0.9 8.1 0.3 ) (%) 0.9 7.0 (%)
1999 18.4 (") 8.1 10.3 1.2 9.1 0.2 () () 1.0 79 (")
2000 22.6 (") 10.1 125 17 10.8 0.2 (°) (%) 1.0 9.7 (")
2001 24.0 (*) 10.7 13.3 14 1.8 0.3 1.3 1.1 0.9 8.3 (")
2002 26.9 (*) 121 14.8 0.6 14.2 0.4 1.7 0.8 0.7 10.7 (")
2003 30.6 () 137 16.9 0.9 16.0 0.3 2.0 0.6 0.6 125 ()

* Less than $50 million

1. Equal to “affiliated other transportation” in table 1.

2. Equal to “affiliated royalties and license fees” in table 1.

3. Equal to “affiliated other private services” in table 1.

4. Includes affiliated telecommunications and insurance transactions; see footnotes 4 and 5 in table 1.

5. Prior to 2001, management and consulting services were included in “other” services. Beginning in 2001,
data on management and consulting services were collected as a separate type of service.

6. Prior to 2001, research and development and testing services were included in “other” services. Begin-

ning in 2001, data on research and development and testing services were collected as a separate type of
service.

7. In addition to transactions with its foreign parent, a U.S. affiliate’s receipts and payments include transac-
tions with other members of its foreign parent group. The foreign parent group is defined as (1) the foreign
parent, (2) any foreign person, proceeding up the foreign parent's ownership chain, that owns more than 50
percent of the foreign person below it, up to and including the ultimate beneficial owners, and (3) any foreign
person, proceeding down the ownership chain(s) of each of these members, that is owned more than 50
percent by the person above it.
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for tramp vessels reflected the sharp increase in rates
due to China’s demand for dry bulk cargoes that
caused a shortage in capacity.

Royalties and license fees

U.S. receipts of royalties and license fees increased 9
percent, to $48.2 billion, in 2003 after a 9-percent in-
crease in 2002. Most of the increase was accounted for
by an increase in U.S. parents’ receipts from their for-
eign affiliates, reflecting a substantial increase in re-
ceipts from foreign affiliates in Europe, mainly from
affiliates in manufacturing and in wholesale trade. In
addition, U.S. affiliates’ receipts from their foreign par-
ents increased.
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U.S. companies’ receipts from unaffiliated foreign
companies also increased. The increase was accounted
for by royalties and license fees for the use of industrial
processes that are used in connection with the produc-
tion of goods. A significant portion of this increase was
accounted for by a few large companies in the pharma-
ceutical and telecommunications industries. As a result
of the increase, industrial processes surpassed general-
use computer software as the largest category of royalty
and license fees receipts. Unaffiliated receipts from the
rights to use and to distribute general-use computer
software fell. Additional receipts from software-licens-
ing agreements stemmed from transactions through
affiliated (intrafirm) channels, but the value of these

The estimates of cross-border transactions cover both
affiliated and unaffiliated transactions between U.S. resi-
dents and foreign residents. Affiliated transactions con-
sist of intrafirm trade within multinational companies,
specifically, the trade between U.S. parent companies and
their foreign affiliates and the trade between U.S. affili-
ates and their foreign parent groups. Unaffiliated trans-
actions are with foreigners that neither own, nor are
owned by, the U.S. party to the transaction.

Cross-border trade in private services is classified in
the same five broad categories that are used in the U.S.
international transactions accounts—travel, passenger
fares, “other transportation,” royalties and license fees,
and “other private services.”

Travel. These accounts cover purchases of goods and
services by U.S. persons traveling abroad and by foreign
travelers in the United States for business or personal rea-
sons. These goods and services include food, lodging,
recreation, gifts, entertainment, local transportation in
the country of travel, and other items incidental to a for-
eign visit. U.S. travel transactions with both Canada and
Mexico include border transactions, such as day trips for
shopping and sightseeing.

A “traveler” is a person who stays less than a year in a
country and is not a resident of that country. Diplomats
and military and civilian government personnel are
excluded regardless of their length of stay; their expendi-
tures are included in other international transactions
accounts. Students’ educational expenditures and living
expenses and medical patients’ expenditures for medical
care are included in “other private services.”

Passenger fares. These accounts cover the fares

Types of Cross-Border Services: Coverage and Definitions

received by U.S. air carriers from foreign residents for
travel between the United States and foreign countries
and between two foreign points, and the fares received by
U.S. vessel operators for travel on cruise vessels; the fares
paid by U.S. residents to foreign air carriers for travel
between the United States and foreign countries and to
foreign vessel operators for travel on cruise vessels.

“Other transportation.” These accounts cover U.S.
international transactions arising from the transporta-
tion of goods by ocean, air, land (truck and rail), pipe-
line, and inland waterway carriers to and from the
United States and between two foreign points. The
accounts cover freight charges for transporting exports
and imports of goods and expenses that transportation
companies incur in U.S. and foreign ports. Freight
charges cover the receipts of U.S. carriers for transport-
ing U.S. exports of goods, and for transporting goods
between two foreign points, and the payments to foreign
carriers for transporting U.S. imports of goods. (Freight
insurance on goods exports and imports is included in
insurance in the “other private services” accounts.)

Port services consist of the value of the goods and ser-
vices purchased by foreign carriers in U.S. ports and by
U.S. carriers in foreign ports.

Royalties and license fees. These accounts cover trans-
actions with nonresidents that involve patented and
unpatented techniques, processes, formulas, and other
intangible assets and proprietary rights used in the pro-
duction of goods; transactions involving trademarks,
copyrights, franchises, broadcast rights, and other intan-
gible rights; and the rights to distribute, use, and repro-
duce general-use computer software.
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receipts cannot be identified (see the box “Delivery of
Computer Services to Foreign Markets”).

Payments of royalties and license fees increased 4
percent, to $20.0 billion, in 2003 after a 16-percent in-
crease in 2002. The increase in 2003 was more than ac-
counted for by payments by U.S. affiliates to their
foreign parents. The largest increases were attributable
to affiliates in manufacturing and in “professional, sci-
entific, and technical services.” Within manufacturing,
the largest increases were in transportation equipment
and chemicals manufacturing. Affiliated payments
were $16.4 billion.

Payments by U.S. companies to unaffiliated foreign
companies decreased to $3.6 billion in 2003 from $4.2
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billion in 2002. This decrease reflected the absence of a
factor that had increased payments in 2002—specifi-
cally, a jump in payments for the broadcasting and re-
cording of live events, including payments to
international sports organizations for the rights to
televise live sporting events. Excluding this factor in
2002, unaffiliated transactions would have increased in
2003.

Other private services

“Other private services” consists of education, finan-
cial services, insurance services, telecommunications
services, and business, professional, and technical
(BPT) services.

“Other private services.” These accounts consist of edu-
cation; financial services; insurance; telecommunica-
tions; business, professional, and technical services; and
“other unaffiliated services.”

Education consists of expenditures for tuition and liv-
ing expenses by foreign students enrolled in U.S. colleges
and universities and by U.S. students for study abroad.
Education excludes fees for distance-learning technolo-
gies and for educational and training services provided
on a contract or fee basis; these transactions are included
in training services in business, professional, and techni-
cal services. Financial services include funds manage-
ment, credit card services, fees and commissions on
transactions in securities, implicit fees paid and received
on bond trading, fees on credit-related activities, and
other financial services.

Insurance services consist of the portion of premiums
remaining after provision for expected or “normal”
losses, an imputed premium supplement, representing
the investment income of insurance companies on funds
that are treated as belonging to policyholders, and auxil-
iary insurance services.! Primary insurance mainly con-
sists of life insurance and property and casualty
insurance, and each type may be reinsured.?

1. The portion of total premiums required to cover “normal losses” is
estimated by BEA on the basis of the relationship between actual losses
and premiums averaged over several years. Auxiliary insurance
services include agents’ commissions, actuarial services, insurance
brokering and agency services, and salvage administration services.
For a detailed description of the imputed premium supplement, see
Christopher L. Bach, “Annual Revision of the U.S. International
Transactions Accounts, 1989-2003,” Survey 84 (July 2004): 60-
62. For a description of other components of insurance services, see
also Christopher L. Bach, “Annual Revision of the U.S. International
Transactions Accounts, 1992-2002,” Survey (July 2003): 35-37.

Types of Cross-Border Services: Coverage and Definitions—Continued

Telecommunications consists of receipts and payments
between U.S. and foreign communications companies
for the transmission of messages between the United
States and other countries; channel leasing; telex, tele-
gram, and other jointly provided basic services;
value-added services, such as electronic mail, video con-
ferencing, and online access services (including Internet
backbone services, router services, and broadband access
services); and telecommunications support services.

Business, professional, and technical services cover a
variety of services, such as legal services, accounting ser-
vices, and advertising services (see the list in table 1).

“Other unaffiliated services” receipts consist mainly of
expenditures (except employee compensation) by foreign
governments in the United States for services such as
maintaining their embassies and consulates; noncom-
pensation-related expenditures by international organi-
zations, such as the United Nations and the International
Monetary Fund, that are headquartered in the United
States; expenditures of foreign residents employed tem-
porarily in the United States; and receipts from unaffili-
ated foreigners for the display, reproduction, or
distribution of motion pictures and television programs.
Payments consist primarily of payments by U.S. distribu-
tors to unaffiliated foreign residents for the display,
reproduction, or distribution of foreign motion pictures
and television programs.

2. Reinsurance is the ceding of a portion of a premium to another
insurer who then assumes a corresponding portion of the risk. It pro-
vides coverage for events with such a high degree of risk or liability that
a single insurer is unwilling or unable to underwrite insurance against
their occurrence.
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Receipts

Receipts for “other private services” increased 8 per-
cent, to $133.8 billion, in 2003 after a 7-percent in-
crease in 2002. The largest dollar increases were
concentrated in “other business, professional, and
technical services” and in financial services (table 1; for
more detailed estimates, see tables 5-8 at the end of the
article).

Education. Receipts for education increased 6 per-
cent, to $13.4 billion, in 2003 after a 10-percent in-
crease in 2002. The increase in 2003 was mostly
accounted for by higher average tuition and higher
room and board costs for students. The number of for-
eign students studying in the United States increased
less than 1 percent, the smallest increase since the mid-
1990s. The number of foreign students from most
countries with majority Muslim populations fell
sharply. Nearly one-fourth of all foreign students came
from two countries—India and China; the number of
students from India increased 12 percent, to nearly
75,000, and the number of students from China in-
creased 2.4 percent, to nearly 65,000.

Financial services. Financial services receipts in-
creased 13 percent, to $22.7 billion, in 2003 after a 7-
percent increase in 2002. Financial services receipts
from affiliated parties increased nearly 25 percent, to
$5.1 billion; the increase in receipts by U.S. affiliates
from their foreign parents was particularly sharp. Fi-
nancial services receipts from unaffiliated parties in-
creased 10 percent, to $17.6 billion; the increase was
mostly attributable to an increase in brokerage com-
missions from securities transactions (table F).

Brokerage commissions were higher as foreigners
increased their trading in outstanding U.S. bonds;
trading in U.S. stocks was down slightly. Private place-
ment and underwriting services rebounded, as for-
eigners increased their issuances of stocks and bonds in
the United States. Management and advisory services
decreased; financial management services increased,
but the continued slow pace of merger and acquisition
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activity resulted in a reduction in financial advisory
services. Credit card and credit-related services in-
creased, as activity in these services picked up. “Other
financial services” receipts increased because of gains
in securities lending, electronic fund transfers, and
other financial services.

Insurance services. Insurance services receipts in-
creased 8 percent, to $4.9 billion, in 2003 after a 32-
percent increase in 2002. (See the box “Types of Cross-
Border Services: Coverage and Definitions” on page 33
for a description of insurance services.) Receipts for
both reinsurance and primary insurance increased.
The increases reflect increases in both premium rates
for property-casualty policies and increases in invest-
ment returns.

Telecommunications services. Receipts for tele-
communications services increased 9 percent, to $5.5
billion, in 2003 after a 16-percent increase in 2002. In
recent years, as transactions associated with private
leased channel services and value-added services (such
as video conferencing and broadband access services)
have grown, the share of telecommunications services
receipts that is attributable to message telephone and
other basic telecommunications services has decreased.

Business, professional, and technical services.
Business, professional, and technical (BPT) services re-
ceipts increased 7 percent, to $69.7 billion, in 2003 af-
ter a 6-percent increase in 2002. BPT services consists
of five major categories: Computer and information
services; management and consulting services; re-
search, development, and testing services; operational
leasing services; and “other BPT services.”

Receipts for computer and information services in-
creased 8 percent, to $7.6 billion; the increase was
mostly accounted for by a rise in affiliated transac-
tions. Management and consulting services, which also
covers public relations services, increased 3 percent, to
$4.2 billion; the increase was accounted for by a rise in
unaffiliated receipts. Research, development, and test-
ing services decreased 6 percent, to $6.8 billion; a rise

Table F. Unaffiliated Financial Services Transactions, 1994-2003
[Millions of dollars]

1996

1997

Total receipts
Securities transactions *
Management and advisory 2
Credit card and other credit-related
Other ®

Total pay

Securities transactions *
Management and advisory 2
Credit card and other credit-related ............ccocecvvvrrnsnerisrieinnns
Other ®

4,715 4,690 4,833 5,458 5,020 5,810 6,948
2,663 3,219 4,687 6,209 5,204 5,600 5,353
1,839 2,030 1,959 2,122 2,360 2,357 2,516
1,136 1,388 1,931 1,733 2,235 2,324 2,820

1. Includes brokerage, underwriting, and private placement services.

2. Includes financial management, financial advisory, and custody services.

3. Includes securities lending, electronic funds transfer, and other financial services.
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in unaffiliated receipts for research, development, and
testing services was more than offset by a falloff in af-
filiated receipts, which account for about 80 percent of
total receipts for these services. Operational leasing
services increased 3 percent, to $6.3 billion; the in-
crease was mostly accounted for by an increase in affil-
iated receipts.’

“Other BPT services” increased 11 percent, to $44.9
billion, largely reflecting an increase in affiliated ser-
vices. “Other BPT services” consists of allocated ex-
penses (which represent charges by parent companies
on their operating units for overhead and support ac-
tivities except research and development and manage-
ment services) and professional and technical services,
such as advertising and legal services, and a variety of
miscellaneous disbursements.2  Miscellaneous dis-
bursements fell sharply as they returned to historical

7. This category covers rentals of transportation equipment (such as
ships, aircraft, and railcars) without crews or operators; if crews or opera-
tors are provided, the transaction is included under transportation services.

8. BEA collects and publishes additional details on transactions with
unaffiliated foreigners that cover more than a dozen different types of ser-
vices (see the addenda to table 1).
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levels after increasing sharply in 2002.° Disbursements
had jumped in 2002 because there were large receipts
of funds associated with production costs for the
Olympics and other events in the United States that
year. The increase in “other BPT services” also partly
reflects limited reconstruction activity in Irag.1

Film and television tape rentals. Receipts for film
and television tape rentals increased 7 percent, to $10.1
billion, in 2003 after a 7-percent increase in 2002.
These services cover the rights to display, reproduce,
and distribute U.S. motion pictures and television pro-
gramming abroad. U.S. films and TV programming
continued to be popular abroad, often surpassing the
popularity of local films and TV programming; for ex-
ample, the top three films in terms of box office reve-
nues in France and the United Kingdom in 2003 were

9. Miscellaneous disbursements cover transactions such as news gathering
costs of broadcasters and the print media and production costs of motion
picture companies that are filming abroad.

10. Reconstruction projects abroad by U.S. companies are treated as
exports even if they are funded by agencies of the U.S. Government rather
than by foreigners. Services funded by the U.S. Government are treated as a
form of aid that is recorded in the international transactions accounts as a
payment or grant to foreigners under unilateral current transfers.

The delivery of computer-related services and of many
other types of services, may be further divided within the
two major channels of cross-border trade and sales
through affiliates. As a result, the total value of these ser-
vices may be scattered across several categories of
cross-border trade and sales by affiliates in the tables.
Cross-border receipts from unaffiliated foreigners for
“computer and data processing services” and “database
and other information services” are shown under “busi-
ness, professional, and technical services” in table 1.
Computer-related services that are delivered to foreign
markets through cross-border software-licensing agree-
ments, such as on-site licenses, are shown under “royal-
ties and license fees.”? Moare specifically, receipts through
agreements with unaffiliated foreigners are shown in
“general-use computer software” in table 4. Receipts
through agreements with affiliated foreigners (intrafirm
trade) are included in affiliated royalty and license fee
transactions in table 1 of this article, but their value can-
not be separately identified. Intrafirm receipts of com-

1. For detailed estimates of receipts for these services by country and
area, see table 7.

2. Receipts and payments for general-use software that is packaged
and physically shipped to or from the United States are included in
trade in goods. The value of software that is preinstalled on computer
equipment and peripherals is captured in the value of this hardware
and thus is also included in trade in goods.

Delivery of Computer Services to Foreign Markets

puter and information services, which consist of
computer and data processing services and of database
and other information services, are shown in table 1 and
table E.

The wages of U.S. residents who provide computer
services to nonresidents are included in “compensation
receipts” in the U.S. international transactions accounts
(ITAs) (line 17, table 1), but their value cannot be sepa-
rately identified. Compensation covers the earnings of
U.S. individuals who are employees of nonresident firms
and the earnings of certain independent individuals who
provide services to nonresidents; it is classified in
“income” in the ITAs rather than in services trade. If a
U.S. resident goes abroad to provide these services, the
length of stay must be less than 1 year; otherwise, the
individual is considered a foreign resident.

Sales of computer-related services to foreign residents
through foreign affiliates exceeded cross-border exports
of these services in 2002, the most recent year for which
the two sets of data are available, reflecting the advan-
tages of a local presence when delivering these services to
foreign customers (table 10.2). The available data on
sales through affiliates are classified by primary industry
of the affiliate rather than by type of service, but com-
puter-related services may also be sold through affiliates
in several other industries, particularly machinery manu-
facturing, and wholesale trade.
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U.S. films, and two of the top three films in Japan and
Germany were U.S. films.™

Payments

Payments for “other private services” increased 14 per-
cent, to $85.8 billion, in 2003 after an 11-percent in-
crease in 2002. The increase in 2003 was mostly
accounted for by business, professional, and technical
services and insurance services (table 1).

Education. Education payments increased 10 per-
cent, to $2.7 billion, in 2003 after a 9-percent increase
in 2002. Most education payments are made by
women, reflecting that nearly two-thirds of U.S. stu-
dents studying abroad are female, a proportion that
has held steady over the last several years. More than
half of the U.S. students studying abroad attend educa-
tional institutions in Western Europe, mostly in the
United Kingdom, Spain, and Italy. Most education
payments are by U.S. students studying abroad in se-
mester-long or shorter term programs.

Financial services. Financial services payments in-
creased 8 percent, to $9.8 billion, in 2003 after falling
16 percent in 2002. The increase marks a turnaround
after declining since the peak in 2000. Payments for fi-
nancial services between affiliated parties increased 6
percent, reflecting an increase in U.S. affiliates’ pay-
ments to their foreign parents. Unaffiliated payments
increased 11 percent; the increase was mostly attribut-
able to an increase in securities transactions (table F).
Brokerage commissions increased as U.S. investors in-
creased their trading in outstanding foreign bonds and
foreign stocks, and private placement and underwrit-
ing services increased because of increased levels of
U.S. securities issued abroad.

Payments for management and advisory services
were virtually unchanged; an increase in financial
management services offset a decrease in financial ad-
visory services. Credit card and credit-related services
increased mostly because of gains in credit-related ser-
vices. Payments for “other financial services” increased
because of gains in securities lending, electronic fund
transfers, and other financial services.

Insurance services. Insurance services payments in-
creased 21 percent, to $26.7 billion, in 2003 after in-
creasing 32 percent in 2002. These payments have
more than quadrupled since 1997 and have been the
fastest growing major category of services imports in
1997-2003. In fact, after travel and transportation ser-
vices, insurance services have become the third largest
type of service imported by the United States.

11. Foreign box office revenues as reported by Variety.com and Nielson
EDI.
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The increase in insurance services was mostly ac-
counted for by an increase in reinsurance, which re-
flected an increase in investment returns and an
increase in premium rates for property-casualty poli-
cies over their already elevated 2002 level.

Telecommunications services. Payments for tele-
communications services increased 3 percent, to $4.8
billion, in 2003 after decreasing 3 percent in 2002. Pay-
ments for basic telecommunications services account
for a larger share of telecommunications services than
receipts for these basic services because foreign compa-
nies provide relatively little value added, support, or
other types of nonmessage services to U.S. residents.’

Business, professional, and technical services. Pay-
ments for business, professional, and technical (BPT)
services increased 13 percent, to $40.8 billion, in 2003
after an 11-percent increase in 2002. Unaffiliated BPT
payments increased 14 percent; affiliated payments in-

12. This share is based on data that BEA collected for 2001, the last year
in which BEA collected detailed data on telecommunications trans-
actions. See Maria Borga and Michael Mann “U.S. International
Services: Cross-Border Trade in 2002 and Sales Through Affiliates in
2001,” Survey 83 (October 2003): Table I, 76.
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creased 13 percent. Payments for computer and infor-
mation services, the largest category of BPT services,
increased 11 percent, to $5.2 billion, in 2003; most of
the increase was accounted for by a rise in affiliated
services. Unaffiliated payments for computer and in-
formation services also increased; unaffiliated pay-
ments to India doubled, reflecting an increase in
payments associated with the offshoring of services
such as remote electronic claims and data processing
and infrastructure management services. Management
and consulting services increased 16 percent, to $3.6
billion. Research, development, and testing services in-
creased 20 percent, to $2.9 billion, the largest percent-
age increase in BPT services; the increase was mostly
accounted for by an increase in unaffiliated payments
for these services. Operational leasing services de-
creased 13 percent, to $0.9 billion. “Other BPT ser-
vices” increased 13 percent, to $28.3 billion. The
increase was attributable to a strong increase in miscel-
laneous disbursements.

Film and television tape rentals. Payments for film
and television tape rentals increased 48 percent, to $0.4
billion, in 2003 after nearly doubling in 2002. How-
ever, the payments for these rentals continue to be a
small fraction of receipts, reflecting the smaller U.S.
audience for foreign films and television programs and
the large foreign audience for U.S. films and television
programs.

Sales Through Affiliates in 2002

The worldwide sales, to both foreign persons and U.S.
persons, of services by U.S. multinational companies
through their nonbank, majority-owned foreign affili-
ates were $420.2 billion in 2002, the latest year for
which data are available, down 5 percent from sales in
2001. Worldwide sales of services by foreign multina-
tional companies through their nonbank, majority-
owned U.S. affiliates were $416.2 billion, up 5 percent
(table G).1®

Sales of both goods and services by affiliates are pre-
dominantly local transactions. In 2002, 81 percent of
worldwide sales of services by foreign affiliates of U.S.
companies were local sales—that is, transactions with
parties located in the same country as the affiliate; the
local sales of goods accounted for 60 percent of the
worldwide sales of goods. Services’ larger share reflects
the importance of proximity to the customer in the de-
livery of services. Local sales accounted for 93 percent
of sales of services by U.S. affiliates of foreign compa-

13. In this section, sales of services are defined as sales that are typically
associated with selected industry groups, which are listed in the note to
table G.
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nies and for an estimated 91 percent of sales of goods,
partly reflecting the large U.S. market.'4

Both the sales of services to foreign persons by non-
bank foreign affiliates (that is, their local sales plus
their sales to other foreign countries) and the sales of
services to U.S. persons by nonbank U.S. affiliates (that
is, their local sales) represent services that are delivered
to international markets through the channel of direct
investment. These sales are presented by country of
foreign affiliate or by country of the U.S. affiliates’ ulti-
mate beneficial owner (UBO) for 1995-2002 in table
9.1 Tables 10.1 and 10.2 present sales by primary in-
dustry of the foreign affiliate cross-classified by coun-
try for 2001 and 2002. Tables 11.1 and 11.2 present
sales by primary industry of the U.S. affiliate cross-
classified by country of UBO for 2001 and 2002.

14. The local and foreign shares of sales of goods by U.S. affiliates have
been estimated from the data on exports of goods shipped by affiliates
because the data on sales of goods by U.S. affiliates are not disaggregated by
destination. In 2002, these exports represented 9 percent of total sales of
goods by these affiliates.

15. The UBO of a U.S. affiliate is that person (in the broad legal sense,
including a company), proceeding up the affiliate’s ownership chain begin-
ning with the foreign parent, that is not owned more than 50 percent by
another person. The UBO ultimately owns or controls the affiliate and
derives the benefits associated with ownership or control. Unlike the for-
eign parent, the UBO of a U.S. affiliate may be located in the United States.

Table G. Sales of Services by U.S. MNCs Through Their Nonbank
MOFAs and by Foreign MNCs Through Their Nonbank MOUSAs,
2001-2002

[Millions of dollars]

2001 2002
Sales through MOFAs
Total 443,530 420,219
To affiliated persons 54,272 55,964
To unaffiliated persons 389,257 364,254
To U.S. persons 21,816 19,108
To U.S. parents 17,541 15,272
To unaffiliated U.S. Persons............couwceeereeenereenrerenns 4,275 3,835
To foreign persons 421,714 401,111
To other foreign affiliates 36,731 40,692
To unaffiliated foreign Persons...........c.ccoweerereeerree 384,983 360,419
Local sales 370,320 340,974
To other foreign affiliates 11,574 11,180
To unaffiliated foreigners.........couvveeeeevriirererecinsinneens 358,746 329,794
Sales to other countries 51,394 60,137
To other foreign affiliates 25,157 29,511
To unaffiliated foreigners..........ooweeeeeeerreenrerirerinn 26,237 30,626
Sales through MOUSAs
Total 396,290 416,225
To U.S. persons 367,557 386,741
To foreign persons 28,734 29,485
To the foreign parent group..........ccuveeeeeeeresererseenenseeens 11,390 9,627
To foreign affiliates 77 2,890
To other foreigners 16,573 16,968

Nore. Depository institutions are excluded because data are not available.

In this table, sales of services through affiliates are those typical of establishments in the following industries
derived from the North American Industry Classification System: Utilities; transportation and warehousing; infor-
mation; finance and insurance; real estate and rental and leasing; professional, scientific, and technical
services; management of companies and enterprises; administrative and support, waste management, and
remediation services; educational services; health care and social assistance; arts, entertainment, and recre-
ation; accommodation and food services; support activities for agriculture and forestry; support activities for oil
and gas operations; support activities for mining; and other services.

MNCs Multinational companies

MOFAs Majority-owned foreign 