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Abstract: The importance of services and the international trade in services is
growing systematically. There are some reasons for that, especially the rapid de-
velopment of IT technologies. Thisincrease in the international trade in servicesis
a global phenomenon, however there are some other specific issues, other than
economic or technological, which might influence the trade in services in particu-
lar countries. As for the countries of the Central and Eastern Europe such a factor
could be the accession to the European Union (EU).

The objective of the paper is to analyse the export specialization of the Vise-
grad countries in the international trade in services and how it changed over seven
years after the EU accession. The service sector comprises of a variety of highly
heter ogeneous economic activities and the diversity of services is also reflected in
the international trade of particular countries. Generally, the trade theories deal
with trade of goods, but there are some attempts already to apply these theories for
services. To find out the export specialization based on the comparative advantage
in particular services, the main categories of services are analysed based on the
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adjusted RCA index assumptions. The analysis prepared in the paper is based on
the balance of payment statistics provided by the WTO. The article is concluded by
discussing the questions about the export specialization of particular countries and
how it changed after the accession to the EU.

Introduction

The importance of services in the economies has eawing over the
years. Services are also a growing component ofirttegnational trade
worldwide. The same phenomenon applies to the es@soof the Czech
Republic, Hungary, Poland and Slovakia. These fGantral European
countries constitute the Visegrad Group — an aikaestablished in 1991
for the purposes of cooperation and furtheringrtBgiropean integration.
In the last two decades, those countries have exmed significant chang-
es in their political and economic development. Tits change was a shift
from the socialist planned economy to the markehemy at the beginning
of the 1990s, followed by signing the CEFTA agreeimen the gradual
creation of a free trade area between the Centraan countries. And
the second major change was the accession to tiopé&an Union in 2004.
All those changes enabled the Visegrad countriesptm to new markets
and take advantage of the international trade awtgobound by the previ-
ous agreements and boundaries of the Council faud&Economic Assis-
tance (COMECOM). For all four states this freedoas lesulted in in-
crease of international trade, both in goods andcses.

The basic objective of the paper is to analyseeport specialization of
the Visegrad countries in the international trageservices using the Re-
vealed Comparative Advantage (RCA) index and hash@nged over time.
The special emphasis is put on the period of amumess the European
Union to find out if there was any influence obit the Visegrad countries’
international trade in services.

Research Methodology

Services are a very specific economic categoryrd’hee some discussion
in the literature how to define services and howrieasure the trade in
services. Trade theories based on a concept of aatige advantage are
widely used to analyse the trade in goods, howievelin the last two dec-
ades that economists have begun to examine how thesries might be
applied to trade in services. In the second pathefstudy, the theoretical
framework for the revealed comparative advantageegt is presented,
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followed by a discussion on the usefulness, oicigit on the application

of this concept to the interpretation of pattemshie trade in services. The
RCA index was constructed for the trade in goodp@ses, but with set-

ting two assumptions it might be used for analyzimg international trade

in services as well.

The theoretical part of a study is followed by d#ésog results. Firstly,
the international trade in services if the Visegcadintries is analysed as
for a volume and the share in the world’'s expofftservices for years
1993-2011. The analysis is based on the balanpaywshent statistics pro-
vided by the WTO. The core part of the study staith a calculation of
RCA indices for each of the Visegrad countries esponding to main
types if services, such as: transportation, traseinmunication services,
construction, insurance services, financial sesjia@mputer and infor-
mation, royalties and license fees, other busisesgices, and finally per-
sonal, cultural and recreational services. The gowent services are not
included. For the given RCA indices the trend asialys made, and time
trend coefficient checked for significance at tl4 evel. Then the tests of
series are carried out to examine whether the sadé®CA for the Vise-
grad countries before the accession to the Europge@mn were significant-
ly statistically different from the values aftelethccession. The year 2004
is taken as the first year of the European Uniombership. A test using
Fisher-Snedecor distribution to verify if the RCAdex values were ran-
dom (null hypothesis), or if a country's accessmithe EU has resulted in
statistically significant changes in the RCA valakernative hypothesis)
was conducted. The level of significance was s€tGl. The paper is con-
cluded with a summary of achieved results.

International Trade in Services

Services in recent decades have come to play agaisiogly important role
in national economies (compare Francois & Hoekn2@40, pp. 642-692).
Their share in GDP as well as in the creation b§js increasing. Howev-
er, the growing importance of the services seabortlie economies and
economic growth does not correspond to the sanenern international
trade in services. For many years, services haee bensidered as non-
tradablem due to specific features such as inlitsibnon-storability, re-
guirement of the physical contact between supph&ics consumers, close
ties to movement of production factors (labour,ited high level of spe-
cialisation and high trading costs (Grunfeld & Mesn 2003; Markusen,
2005). But recent years brought a significant clearand services became
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internationally traded to much higher extent. Tlinomenon is noticea-
ble, especially since the beginning of XXI centuexcept for a crisis
breakdown in years 2008-2008 (Fig.1). That resuitech two main fac-
tors: firstly due to the progress in communicatiechnology and, second-
ly, due to the emergence of “new economy servicesth as e-commerce,
software production and other services (IMF, 2008ith the development
of technology, the perception of services has cednghe possibilities
provided by modern information and communicationhtelogies have
allowed for a relatively high degree of "indepent&hof services. In some
cases, the usage of telecommunication or ICT nésvoas eliminated the
proximity constrains. This allowed for breaking soties between provid-
ers and consumers of services. Also an increaieeiproduction of inter-
mediate services and the growing importance ofothtsourcing processes
are largely responsible for the growth of interoadl trade in services
(Lennon, 2009).

Figure 1. Volume of world’s export od services in years 12933 (billion USD
in current prices)
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Source: own calculations based on WTO databasexfsEs04564917).

Discussing international trade in services onetbdse concerned with
a problem of how to measure it. In the literatimeré are two definitions of
international mobility of services: first one useg IMF or WTO and an-
other one used by GATS. The first definition asssirtteat international
trade occurs only when the two parties involveddesn two different
states. These transactions are covered by baldmagments statistics and
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consist of the following categories of servicesngportation, travel and
other services: communication services, constructervices, computer
and information services, insurance, financial ises royalties and license
fees, other business services, personal, cultun@lracreational services,
government services.

A much wider definition was accepted in GATS, whéyer modes of
supply were recognized:

— mode 1 — cross-border supply,

— mode 2 — consumption abroad,

— mode 3 — commercial presence (foreign direct imaests),

— mode 4 — presence of natural persons (compensatiemployees and
workers’ remittances as approximate indicatorsiefrhode).

This concept of mobility of services identifies abrvices as tradable
(they can be provided and consumed under one modeather) and co-
vers all possible ways they can be delivered imttionally (Kwnar, 2007).

The data collected by IMF or WTO based on the lwaaof payments
that apply to the first definition do not corresdonith the GATS’s modes
of supply. For this paper’s purpose, we are udiregriomenclature of trade
in services used by the WTO, although we will hohsider government
services in this study.

Revealed Comparative
Advantage - Theoretical Framework

The concept of comparative advantage was introdbgddavid Ricardo in
1817. Since then, many economists have expandetbasie theoretical
framework developed by Ricardo. They also testedetttent to which the
theory of comparative advantage can be used t@iexgkisting patterns of
trade, however it is only in recent years that thaye begun to examine
how the existing theories could be applied to sewi(Feketekuty, 1988).
Comparative advantage means that every countrgaanfrom trade if
it concentrates its energies in the industries thake the best use of its
resources and skills (Feketekuty, 1988). Therefateording to trade theo-
ries, countries usually tend to specialize in etgof those services where
they have a comparative advantage (Balassa, 195 dDff 1985).
Generally trade theories deal with trade in godmlg, considering the
growing importance of services in the internatiotratle, there are some
discussions on trade theories for services goingDaardoff, 1985; Stern
& Hoekman, 1987; Snape, 1990; Stibora & De VaalQ5t9Markusen,
2005). Although services in their characteristi@$ed significantly from
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goods, it might be assumed that to some extengeheral ideas of trade
theories for goods can be also applied to serviaes,they can give some
useful insights about trade in services (HindleySé&ith, 1984; Stern &

Hoekman, 1987; Feketekuty, 1988). The problem wilde in services is
that it is largely invisible and it is tied to thhaternational flow of people,

information, capital and goods, and it is closédyl tto foreign investments
in the importing country. Therefore, it is difficub identify precisely what

is being traded. But Feketekuty (1988) emphasizasthe unique charac-
teristics of trade in services do not invalidate #pplication of existing

international trade theory, but the existing thewily have to be expanded
to deal with the unique aspects of trade in sesvice

There is also some criticism on the applicabilitytee concept of com-
parative advantage to international trade in sesvi®rieto (1989) argues
that to extend to which markets become increasig@alized, the con-
cept of comparative advantage ceases to be relegaint the theory it is
valid only when there is no mobility of productifectors. He also points
out that more than endowment of physical resouteesl and capital) there
are few other key elements that determine comparatilvantage in trade
in services. These are: information resources, tegisrielecommunication
infrastructure, orientation and volume of fundsrgpen investment and
development, level and skill of labour, and theatglity projected by
a given service supplier. The importance of otlaetdrs than physical en-
dowment is also recognised by Daniels (1993) angghammer (2004).
Daniels, in the case of trade in services, seedntipertance of finance
capital, political and cultural factors, charactds of human capital, the
pattern and level of existing development in a ¢gurHowever, in the
opinion of Langhammer (2004), comparative advantageservice trade
cannot be compared to comparative advantage fodgytrade because it
follows other determinants, such as existencesdffefrent modes of supply,
domestic policy factors and specifics of factor exments.

Despite all the discussion for and against it,dbecept of comparative
advantage has already a permanent place in themioliterature. But the
guestion of how to measure is still being discusggtempts to quantify
the comparative advantage have been made by mamomdsts: e.g.
Liesner (1958), Balassa (1965), Donges & Riedel)J9Bowen (1983),
Vollrath (1991), Dalum et al. (1998), Laursen (1998 Proudman & Red-
ding (2000).

Initial work on the determination of the strengttishe economy by an-
alysing the structure of exports was carried byshér in 1958. A similar
approach was adopted by Bela Balassa in 1965, biisping a formula
that allows for identification of those areas a& #tonomy where a country
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has a comparative advantage. Index Revealed Cotiygarsdvantage is
currently the most commonly used indicator to meaghe competitive
position in international trade (Mongiato, 2007;el.2010). The traditional
formula for this indicator was the subject of mugiticism and attempts
were made to modify it (Laursen, 1998; Yeats, 1®Hudman & Red-
ding, 2000). However, the primary version of theexr remains popular
and is widely used in the literature.

Originally the RCA index was concerned with tradegpods (OECD,
2003). This was a consequence of the developmehedheory of interna-
tional trade. But a stable growth in internatiotmatle in services as a result
of globalization, technological changes, strongeerinational economic
relations, especially between developed countvies, the impetus for the
theoretical and empirical analysis explaining tesues of international
trade in services (Wrdbel, 2009). This index wasated for international
trade in goods, however with setting up two assionptit might be used
for analysing international trade in services ([De#f; 1985; Mongiato,
2007). Those assumptions are as follow: 1. traddeipeflects relative
costs and differences in elements other than prizetrade emerges be-
tween countries as a result of differences in emdemts of economic re-
sources, not as result of differences in technekgi

Revealed Comparative Advantage (RCA) index isndefias (Balassa,
1965):

Xij/ XiXij

RCA;; =
YXi X/ XX X

(1)

where:

Xij— exports of sectdarfrom countryj,

YiX; — total exports from countiy

Y% —exports of sectarfrom the reference group,
Yi>jX; — total exports from the reference group.

The RCA index is the key indicator that measuresdégree of export
specialization in a particular product or indusifje equation defines ex-
port specialisation in terms of country j's shamerélevant group of coun-
tries exports of product i in relation to countty ghare of total services
exports in reference group total services expartsther words, it express-
es if the country possess a comparative advantagigeiinternational ex-
ports of goods or groups of goods in relation ® share of the country's
total exports in exports of countries taken as recbmark. As a reference
(benchmark) group, a set of countries which pravidesufficient infor-
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mation on trade can be taken. Traditionally, theme two sources of data
used: OECD and World Trade Organization (WTQO). €fae, choosing
one of those two sources the reference group isetef For this paper, the
WTO database was used.

The RCA can range from 0 to infinity. When RCA irdequals 1 for
a given sector in a given country, the percenthgeesof that sector is iden-
tical with the reference group average. When RCabisve 1 the country is
said to be specialized in that sector exports,enthié RCA is below 1, then
there is no specialization. The closer to 0 the legortant is that given
sector in the country’s export. And vice versa e igher result the domi-
nation of particular sector in the country’s expastgreater.

International Trade in Services
of the Visegrad Countries

The world’s international trade in services in 20&8counted for
4720,2 billion USD. The major players in terms loéit export share were
developed countries: The United States (13,96% afdis trade in ser-
vices), the United Kingdom (6,75%) and Germany &80 The total ex-
port of the Visegrad group amounted to 90,6 billld8D (1,92%). And
individually Poland was placed on the 31 positiamoag 185 countries that
had reported to the World Trade Organization (Wif86% of share in the
world trade in services), the Czech Republic plageéd0,53%), Hungary
37 (0,50%) and Slovak Republic 62 (0,15%).

Taking into account changes over time after theeim®e in the first half
of 1990s, the share of the Visegrad countries enwilorld’'s trade in ser-
vices decreased and stayed around the level of 108%ew years. The
accession to the European Union had a positive ¢dmpa international
trade in services for all four Visegrad countridsatvresulted in significant
increase in volume of service trade for the Graip Killion USD in 2004
up to nearly 91 billion USD in 2013) and in increas its share in the
world’s trade (1,63% in 2004 up to 2,19% in 2008 ar08% in 2011) (Fig.
2 and 3).



Export Specialization in Services of the Visegradi@ries 273

Figure 2. Volume of exports of services for the Visegrad ddes in years
1993-2013 (billion USD)
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Figure 3. Share of the Visegrad countries’ exports of ses/iceworld’s export in
years 1993-2013 (%)
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Specialisation in Exports of Services
The service sector comprises of a variety of higldierogeneous econom-

ic activities. This diversity of services is alsgflected in the international
trade of particular countries (Table 1).

Table 1. The RCA Indices for the Visegrad Countries

Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Transportation
Czech Rep. 0,900,96 1,13 1,30 1,29 1,11 1,11 1,18 1,08 1,24 1,17 1,17 1,17 1,23
Hungary 0,390,37 0,44 0,52 0,56 0,75 0,88 0,88 0,86 0,95 0,94 1,05 1,09 1,22
Poland 104 124 151 168 143 151 155 147 1,36 154 1,30 1,45 1,48 1,59
Slovakia 197 1,63 1,92 2,01 1,83 1,63 1,61 145 151 159 148 155 1,43 1,47
Travel
Czech Rep. 138 1,42 140 159 155 150 159 159 1,46 1,46 1,39 1,36 1,29 1,29
Hungary 201 1,92 168 154 1,30 1,18 1,19 1,09 1,20 1,24 1,14 1,04 0,96 0,95
Poland 1,73 155 144 127 154 142 135 146 134 1,23 120 1,16 1,17 1,13
Slovakia 0,611,10 0,88 0,91 0,86 1,01 1,07 1,14 1,24 156 157 151 1,30 1,34
Communications services
Czech Rep. 0,81,31 1,11 0,59 1,01 143 1,28 145 1,11 1,08 1,03 0,91 0,90 0,96
Hungary 0,530,59 0,78 1,01 1,20 1,15 1,19 1,07 1,08 0,96 0,94 0,68 0,61 0,53
Poland 1,02 0,90 0,76 0,97 0,99 0,82 0,79 0,74 0,70 0,85 0,68 0,64 0,58 0,53
Slovakia 1,04 0,89 0,95 1,03 0,98 1,11 1,92 1,553 1,47 1,36 1,31 0,70 1,11 0,74
Construction
Czech Rep. 1,20 1,06 0,80 0,69 0,60 0,91 0,67 0,76 0,78 0,82 1,83 1,52 1,57 1,25
Hungary 0,800,66 1,13 1,03 0,76 0,62 1,23 1,22 1,08 0,86 0,78 0,81 0,76 0,81
Poland 1,40 2,12 2,56 3,14 2,41 241 256 2,26 1,88 1,68 158 1,76 1,75 1,71
Slovakia 1,49 1,17 0,85 1,25 1,49 1,22 0,68 0,70 0,75 0,68 1,10 1,70 1,88 1,91
Insurance services
Czech Rep. 0,020,06 0,05 0,01 0,03 0,28 0,25 0,26 0,46 0,45 0,53 0,52 0,60 0,58
Hungary 0,160,13 0,07 0,12 0,15 0,03 0,05 0,06 0,07 0,04 0,06 0,06 0,07 0,08
Poland 1,19 1,04 0,79 0,68 0,19 0,22 0,22 0,03 0,19 0,03 0,22 0,46 0,41 0,24
Slovakia 0,320,16 0,21 0,18 0,21 0,11 0,09 0,15 0,23 0,44 0,27 0,16 0,36 0,31
Financial services
Czech Rep. 0,840,44 0,41 0,35 0,66 0,51 0,36 0,20 0,11 0,05 0,04 0,05 0,03 0,02
Hungary 0,380,37 0,31 0,32 0,35 0,16 0,15 0,17 0,16 0,13 0,12 0,12 0,11 0,13
Poland 0,150,28 0,21 0,22 0,18 0,19 0,14 0,16 0,20 0,20 0,23 0,18 0,17 0,18

Slovakia 0,250,15 0,37 0,27 0,36 0,45 0,35 0,46 0,31 0,14 0,10 0,07 0,09 0,11
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Table 1 continued

Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Computer and information services
Czech Rep. 0,43,50 0,56 0,24 0,35 1,31 152 1,24 128 1,28 1,10 1,37 1,56 1,57
Hungary 0,640,72 0,74 0,66 0,74 0,71 0,83 1,09 1,12 1,17 1,10 1,04 1,09 1,07
Poland 0,180,25 0,27 0,30 0,35 0,29 0,44 0,52 0,53 0,57 0,86 0,99 1,09 1,21
Slovakia 0,730,70 0,69 0,63 0,74 0,63 0,70 0,67 0,72 0,88 1,07 1,52 1,32 1,23
Other business services
Czech Rep. 0,960,97 0,94 0,78 0,70 0,76 0,75 0,81 1,05 0,97 1,00 1,01 0,99 0,96
Hungary 0,650,62 0,83 0,95 1,07 1,09 1,20 1,23 1,17 1,08 1,15 1,19 1,19 1,08
Poland 0,580,57 0,53 0,59 0,61 0,69 0,76 0,77 0,94 1,01 1,17 1,03 0,99 0,95
Slovakia 1,05 0,74 0,83 0,72 0,72 0,74 0,70 0,69 0,69 0,53 0,57 0,58 0,81 0,83
Royaltiesand license fees
Czech Rep. 0,120,10 0,12 0,12 0,07 0,06 0,04 0,04 0,04 0,08 0,08 0,07 0,14 0,17
Hungary 0,340,25 0,86 0,64 0,87 1,11 0,72 0,91 0,74 0,67 0,81 0,71 0,82 0,85
Poland 0,060,09 0,06 0,05 0,04 0,07 0,03 0,06 0,11 0,05 0,11 0,11 0,09 0,12
Slovakia 0,130,13 0,25 0,28 0,28 0,29 0,30 0,36 0,33 0,23 0,12 0,01 0,01 0,01
Personal, cultural and recreational
Czech Rep. 1,72 157 1,57 0,99 1,49 0,61 0,67 1,47 0,75 0,90 1,09 1,22 1,27 1,24
Hungary 2,25 590 4,82 6,44 7,75 7,93 6,25 10,29 6,61 7,44 7,71 7,82 7,73 8,26
Poland 0,310,47 0,41 0,36 0,49 0,46 0,58 0,87 0,77 0,62 1,11 159 1,16 1,05
Slovakia 155 1,69 1,61 1,48 2,36 224 229 596 198 1,63 142 1,46 1,26 0,68

- RCAabove1l

Source: own calculations based on WTO databasexfisB4564917).

For the given RCA indices time trend analysis waslenand time trend
coefficient check for significance using Fisher-&@eor distribution at the
5% level. There were also calculations made ustegttto examine wheth-
er the values of RCA for the Visegrad countrielethe accession to the
EU were significantly statistically different frothe values after the acces-
sion in 2004 (the year 2004 was taken as a first géthe European Union
membership). The level of significance was set@5.0
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Table 2. The Estimated Time Trend Coefficient of RCA Indices

Services Rggﬁcbrric Hungary Poland Slovakia
Transportation 0,019 0,053 0,004 0,017
Travel 0,003 -0,046 0,026 0,042
Communication -0,004 -0,006 -0,031 0,002
Construction 0,047 -0,004 -0,052 0,032
Insurance 0,052 -0,005 -0,058 0,008
Financial services -0,055 -0,023 -0,002 -0,017
Computer and information 0,097 0,042 0,077 0,054
Royalties and licence fees 0,001 0,024 0,004 -0,014
Other business services 0,010 0,037 0,045 -0,014
Personal, cultural and recreational -0,032 0,292 0,077 -0,041
bold - statistically significant at the 5% level

- t-test — statistically significant change from 200

Source: own calculations based on WTO databasexfisB4564917).
Transportation services

Transport is usually one of the biggest sub-seatbservices in terms
of its share in the national economy and in emplaymit is also very het-
erogeneous itself, consisting of sea, air and ath&@uding land, internal
waterway, space and pipeline transport servicdsatigaperformed by resi-
dents of one economy for those of another, anditivatve the carriage of
passengers, the movement of goods (freight), ierithlarters) of carriers
with crew, and related supporting and auxiliarwsms (WTO, 2013). The
significance of that sub-sector depends on fewofactvhether the most
important ones are geographical location and ti@mspfrastructure.

The country with the highest RCA in transport segsgiis Slovakia. In
the pre-accession time the share of exports op@m services in the total
Slovakia’s exports was very high. The accessiotihéoEuropean Union in
2004 resulted in decrease of the RCA values tdel/&, however it is still
the highest RCA in this sub-sector amongst the gree countries. Also
Poland specialises in exports of transport servicdse RCA values are
above 1 and there were no significant changesdrietel of RCA during
the analysed time, however after accession to theéhe situation in the
exports of this sub-sector was stabilised. ForGhech Republic and Hun-
gary there was an increase in specialization insrart services (both has
statistically significant trends). Especially Hungaas noticed a very posi-
tive trend towards the specialisation in exportgafsport services.

For all four countries the accession to the Eurnpgaion had an im-
pact on their exports specialisation in transperwises, although it was
different for different countries. The impact oretzech Republic and
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Hungary was positive and the exports specializaitiotransport services
was improving, in Poland the level of exports splzation stabilized,
whereas Slovakia was losing its dominance.

Travel services

Travel services are a broad category that inclgtexis and services
acquired by personal travellers, for health, edapatr other purposes, and
by business travellers. Unlike other services,gr@& not a specific type of
service, but an assortment of goods and servicesuated by travellers.
The most common goods and services covered arintpdgod and bev-
erages, entertainment and transportation (withéneitonomy visited), gifts
and souvenirs (WTO, 2013).

At the beginning of the analysed time three outoof Visegrad coun-
tries specialised in exports of travel servicesnglry, Poland and the
Czech Republic. Since 2004 all four countries h&@hARbove 1, although
only for Slovakia the RCA values show a statistjcaignificant upward
trend and in 2011 Slovakia was specialized in espaof travel services in
the highest extend. For other three countries tiraed coefficient was
negative. The largest decrease was noted for Hiamgaxports specialisa-
tion, however accession to the EU had slowed ddwerdecline. For other
Visegrad countries the accession to the EuropeaonUrad no significant
importance for their exports specialisation in &leservices.

Communication services

Any of the four Visegrad countries had a permamspiorts specialisa-
tion in communication services, which is a verydatacategory and en-
compasses the transmission of sound, images or iofoemation by tele-
phone, telex, telegram, radio and television calplé broadcasting, satel-
lite, electronic mail, facsimile services etc., liing business network
services, teleconferencing and support serviceso Alcluded are cellular
telephone services, internet backbone servicearithe access services,
including provision of access to the internet (WR013).

Before 2004 the values of the RCA indices varigphificantly for all
countries. After the accession to the EU in 200ztd¢hwas firstly an in-
crease in exports specialisation in the sub-sdotoSlovakia, the Czech
Republic and Hungary, but since 2006/2007 thereavdswnturn in RCA
values. There is no export specialisation in comioation services for
Poland and calculations show that revealed comparativantage in this
sub-sector for Poland was characterised by a titatlg significant nega-
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tive trend. The accession to the EU had no a sogmif impact on exports
specialisation for any of the Visegrad countries.

Construction services

In the exports of construction services, which ediie work performed
on construction projects and installation of aregmise by employees in
locations outside the territory of the enterpri$éT©, 2013), the Visegrad
countries are differentiated. The highest leve$pécialisation was record-
ed in Poland, however since 2003 there has begnidicant slowdown in
the exports share (from 3,14 in 2003 to 1,63 in120Eor the other coun-
tries RCA indices did not indicate a specialisatio exports of construc-
tion services, although after 2009 the exportdis sub-sector revealed an
increase in the comparative advantage for the CRmpublic and Slo-
vakia. For all Visegrad countries, the test ofeseshows that the accession
to the EU had no significant statistical effecttbair exports specialisation
in construction services.

Insurance services

Insurance services are very specific in natureyThight be traded in-
ternationally, however traditionally customers pretlirect contact with
insurers, especially when claims procedures anegbednducted. None of
the Visegrad countries revealed exports speciaisat insurance services.
Only for Poland prior to 2003 RCA indices in exgoof insurance services
achieved levels above or close to 1. After 2003sthere of these services
in Poland’s exports dropped significantly.

Low RCA indices for exports of insurance servicaghhbe explained
twofold. Firstly that most of the insurance sergicaight be internationally
traded in the form of foreign direct investmentsidAsecondly, since the
end of 1990s the ownership structure in insurammeepanies operating in
the Visegrad countries has been changing significéaowards the greater
share of foreign capital (e.g. in Hungary insuranoenpanies are nearly
100% foreign owned), which influenced the levekgports and imports of
insurance services.

As the tests of series revealed Poland was theafrihe Visegrad states
that accession to the EU had an impact on exppesiaisation in this sub-
sector.
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Financial services

In the financial services sub-sector the situaomearly the same as for
the insurance services, usually because finaneialices and insurance
services are very closely related. Very often thmes financial institutions
(e.g. banks) offer both financial and insurancedpots. Financial services
as a sub-sector covers financial intermediation andliary services pro-
vided by banks, stock exchanges, factoring ent@pricredit card enter-
prises, and other enterprises (WTO, 2013).

Calculations of the RCA show that none of the Viadgcountries has
revealed comparative advantage in exports of thenfial services. More-
over, time trends are negative and statisticatipificant. The worst situa-
tion during the analysed period appeared in theelCRepublic, where the
downward slope was negative to the highest extent.

During the whole analysed period, the exports mdricial services were
decreasing steadily and there was no a significapact of the accession
to the European Union.

Computer and information services

Computer and information services are subdivided oomputer ser-
vices (hardware and software related services atadptocessing services),
news agency services, and other information prowisiervices (database
services and web search portals) (WTO, 2013). Bjps of services gains
importance since the 1990s as the developmentwft@ehnologies is pro-
gressing.

In this services sub-sector all Visegrad countneted statistically sig-
nificant positive trends. The Czech Republic, Skiwand Hungary noted
increasing comparative advantage over analysed rié@ehing RCA indi-
ces above 1. Poland was the only state that wasakased by RCA be-
low 1, however the share of computer and infornmaservices in total
Polish exports has been permanently increasing. iltreasing role of
these services in exports seems to be a natureg¢gspwhile test of series
has not revealed any significant impact of the Ed¢'session except for the
Czech Republic.

Royalties and license fees
The royalties and license fees cover payments ecglpts for the use of

intangible non-financial assets and proprietarfistsgsuch as patents, copy-
rights, trademarks, industrial processes, and figes (WTO, 2013). These
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services arise usually as effects of research and development investments,
as well as investments in education and technology. These investments in
countries of Central and Eastern Europe tend to be rather low, and as
aresult any of the Visegrad countries specialize in exports of royalties and
fees. In overadl, their competitive position in this category of services was
very low. The best position in this sub-sector was noted for Hungary, how-
ever only in 2005 the RCA for Hungary exceeded 1. The accession to the
European Union did not have a special impact on exports of those services
in any of the Visegrad countries.

Other business services

Other business services consist mainly of business-to-business services
and they are characterised by Markusen (2005) as knowledge-intensive
requiring a high initial investments in human capital. This is a sub-sector
that is intensive in skilled labour and whose final products are highly dif-
ferentiated. These category includes trade-related services, operationa leas-
ing (rentals), and miscellaneous business, professional and technical ser-
vices such as legal, accounting, management consulting, public relations
services, advertising, market research and public opinion polling, research
and development services, architectural, engineering, and other technical
services, agricultural, mining and on-site processing (WTO, 2013).

During the analysed period only Slovakia was constantly losing its
competitiveness in other business services. The other three countries were
systematically increasing exports of those services achieving the level of
RCA above 1 for al of themin 2011.

The accession to the European Union had statistically significant posi-
tive effect on exports of Hungary and Poland. In the case of Poland, exports
of other business services accelerated to reach 1,01 in 2009 from 0,53 in
2002, whereas for Hungary since 2004 the comparative advantage meas-
ured by RCA was stabilised at the level above 1.

Personal, cultural, and recreational services

Personal, cultural, and recreational services are subdivided into two cat-
egories. audiovisua services, and other cultural and recreational services.
The first component includes services and fees related to the production of
motion pictures, radio and television programmes, and musical recordings.
The second category services includes services such as those associated
with museums, libraries, archives, and other cultural, sporting, and recrea-
tional activities (WTO, 2013).
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The country that highly specialises in personaltucal and recreational
services is Hungary. It noted the highest levdRGA index in 2005 (7,93),
and since then its competitiveness has been gligetireasing, however it
still stayed above 5. Also Slovakia specialiseexports of this category of
services. On the other extreme there is Polandrenthe competitive posi-
tion was quite low until recent years. The Czeclpuddic was losing its
competitiveness, and since 2004 the comparativardadge index has been
achieving values below 1. The Czech Republic was #he only of the
Visegrad countries for which the test of seriesad®d a significant nega-
tive impact of the accession to the European Uminrthe share of this
category of services in the country’s total export.

Conclusions

Services are growing in importance in internatianadle for all four Vise-
grad countries. There are 10 main categories oficesx covered by the
WTO statistics: transportation, travel, communimatiservices, construc-
tion services, computer and information servicasuiance, financial ser-
vices, royalties and license fees, other businessces, as well as person-
al, cultural and recreational services. To find th& Visegrad countries
degree of specialisation in international traddifferent types of services
the Revealed Comparative Advantage index was el We found out

that in years of 2000-2011:

— The Czech Republic specialised in transportaticavel, communica-
tion services as well as computer and informatienvises. But during
that time it lost its competitiveness in persocaltural and recreational
services.

— Hungary specialised in personal, cultural and eg@eal services. The
level of competitiveness in this type of servicegsvoverwhelming all
other types of services in Hungary’s exports amiais the highest level
amongst all Visegrad countries. Hungary specialeded in exports of
travel and communication services, and with tingained competitive-
ness in computer and information services as veelhaother financial
services.

— Poland had the greatest comparative advantagenstroation services
followed by transportation services and travel mes: After 2009 there
was an increase in specialisation in other busisessces.

- Slovakian comparative advantage was the greatedtaimsportation
services and personal, cultural and recreationafices. This country
specialised also in exports of travel services, mmamcation services
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and construction services. At the end of analyssib@ computer and

information services were gaining a greater shaugldvakian total ex-

ports of services.

— All Visegrad countries had a very low level of caamtive advantage in
exports of insurance and financial services as aglh royalties and li-
censes fees.

In 2004 the Czech Republic, Hungary, Poland and/egia became
members of the European Union. Basing on the esiiithe test of series,
we noticed that the accession to the EU had sorsitiyio effects on the
total exports of services for the whole Visegradugr. However, this influ-
ence was different for particular countries andetypf services. For all
Visegrad countries, the influence of the memberstasig an effect on ex-
ports of transportation services. Although for @eech Republic and Hun-
gary this impact was positive, for Slovakia negatand for Poland the
accession to the EU had a stabilising effect onoggpof transportation
services. The positive impact of the EU membersyag noted in exports
of computer and information services in the Czeepulic and in exports
of other business services for Hungary and Polatgb the influence of
membership on the exports of travel services fondgduy should be ap-
praised as positive, while it hampered the rapiclige in the comparative
advantage that Hungary experienced in the pre-siceesme. On the other
hand, the negative effect of the accession wasdnfoieexports of insur-
ance services of Poland.

The conclusions based on the calculations of tha B test of series
are that in years of 2000-2011 all Visegrad coastexperienced changes
in the level of their export specialisations infelient types of services, but
the very moment of the accession to the Europeaaonumad not a special
impact on those changes, while they rather emeirgea the natural eco-
nomic development and changes in the national enmsoderiving from
the harmonisation and adaptation to the requiresneinthe European Un-
ion membership that started after signing the ag8on agreements at the
beginning of 1990s of the twentieth century.



Export Specialization in Services of the Visegradi@ries 283

References

Balassa, B. (1965). Trade Liberalization and “RésdaComparative Advantage.
Manchester School of Economic and Social Studi&3. DOIL:
http://dx.doi.org/10.1111/j.1467-9957.1965.tb00850.

Dalum, B., Laursen, K., & Villumsen, G. (1998). &ttural Change in OECD
Export Specialisation Patterns: De-specialisatioth ‘Stickiness’ International
Review of Applied Economic&?2(3). DOI: http://dx.doi.org/10.1080/026921
79800000017.

Daniels, P. W. (1993)Service Industries in the World Econan@xford: Black-
well.

Deardorff, A. V. (1985). Comparative Advantage andernational Trade and
Investment in ServicefResearch Seminar in International Economics, Gerald
R. Ford School of Public Policy, The UniversityMithigan, Post-Print Paper,
5.

Donges, J. B., & Riedel, J. (1977). The ExpansibrManufactured Exports in
Developing Countries: An Empirical Assessment opf8y and Demand Is-
suesWeltwirtschaftliches Archjv113(1).

Feketekuty, G. (1988)nternational Trade in Services: An Overview anddglrint
for Negotiations Cambridge Massachusets: Bullinger Pub Co.

Francois, J., & Hoekman, B. (2010). Services Trade Policy.Journal of Eco-
nomic Literature 48(3). DOI:_http://dx.doi.org/10.1257/jel.48.364

Grunfeld L., & Moxnes, A. (2003). The IntangibldoBalization: Explaining the
Patterns of International Trade in Servidderwegian Institute of International
Affairs, Working Paperg57.

Hindley, B., & Smith, A. (1984). Comparative Advage and Trade in Services.
World Economy 7(4). DOI: _http://dx.doi.org/10.1111/j.1467-970984.
tb00071.x.

Kuznar, A. (2007). International Trade in ServicesDeveloping Countries —
Threats and Opportunities. Are Developing Coun@esnpetitive? European
Trade Study Group (ETSG), 2007 papers, Retrieveah tnttp://www.etsg.org/
ETSG2007 /papers/kuznar.pdf (30.05.2013).

Langhammer, R. J. (2004). Revealed Comparative Adges in the Services
Trade of the United States, the European UnionJapén: What Do They Tell
us?. Journal of World Investment & Tradg(6).

Laursen, K. (1998). Revealed Comparative Advantage the Alternatives as
Measure of International Specialization, Danish d&esh Unit for Industrial
Dynamics,DRUID Working PaperNo. 98-30.

Lee, J. (2010). Export Specialization and Econo@iowth Around the World.
Economic System85(1). DOI:_http://dx.doi.org/j.ecosys.2010.11200

Lennon, C. (2009). Trade in Services and Tradeands: Differences and Com-
plementaritiesWIIW Working Papers, no. 53pril 2009.

Liesner, H. H. (1958). The European Common Market British IndustryEco-
nomic Journal 68. DOI:_http://dx.doi.org/10.2307/2227597.




284 Joanna Stefaniak-Kopoboru, Joanna Kuczewska

Markusen, J., Rutherford, T., & Tarr, D. (2005)ade and Direct Investment in
Producer Services and the Domestic Market for BiggeCanadian Journal of
Economics38(3). DOI:_http://dx.doi.org/10.1111/{.0008-408605.00301.x.

Mongiato, D. (2007). Specjalizacja eksportowa éwajUE w medzynarodowym
handlu ustugamiStudia Europejskies.

Prieto, F. (1989)Trade in Services: Some Comments on Comparativaniatye.
Services Development: The Role of Foreign Direcestiment and Trad&nit-
ed Nations.

Proudman, J., & Redding, S. (2000). Evolving Pateof International Trade.
Review of International Economic8, DOI: http://dx.doi.org/10.1111/1467-
9396.00229.

Snape, R. H. (1990). Principles in Trade in Sewiida P. Messerlin & K. P.
Sauvant (Eds.)The Urugway Round. Services in the world econdi‘gshing-
ton, D.C: The World Bank, United Nations Centre Taansnational Corpora-
tion.

Stern, R. M., & Hoekman, B. M. (1987). Issues aradaDNeeds for GATT Negoti-
ations on Service®World Economy10(1).

Vollrath, T. L. (1991). A Theoretical Evaluation @éfiternative Trade Intensity
Measures of Revealed Comparative Advantaffeltwirtschaftliches Archijv
127(2).

Wrobel, A. (2009).Migdzynarodowa wymiana ustugVarszawa: Wydawnictwo
Naukowe Scholar.

WTO (2013). WTO Statistical Data Sets — MetadategtriBved form
http://stat.wto.org/StatisticalProgram/WSDB StatPamgT echNotes.aspx?Lang
uage=E#Def Meth_Services.

Yeats, A. J. (1985). On the Appropriate Interpietatof Revealed Comparative
Advantage Index: Implications of a Methodology Basmn Industry Sector
Analysis.Weltwirtschaftliches Archjv121.






