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CONCEPTUALIZING SERVICES SECTOR PRODUCTIVITY

by

Sylvia Charles

Introducticon

This paper, 1is intended as a theoretical framework for a
study on services sector productivity issues in selected Caribbean
economies, It is hoped that it will provide an analytical
framework for the study of Caribbean services sectors, which
account for large shares in the economic activity of the various
countries. For, while Caribbean countries do not rank among the
world’s leading service exporters, services in some cases carry a
disproportionate share in the total exports of individual
countries. WNon-factor serﬁiges exports as _ a percentage of total
expor£s range from 33 per cent in the case of bominica to 86 per
cent in the case of Antiqua. In addition, services sector GDP
contribution ranges from 55 per cent in Dominica and Trinidad to 79
and 81 per cent respecgizgly in Barbados and Antigua.!

The paper first defines services, identifying features which

distinguish them from goods and differentiates between consumer and
producer services. It then explores theories on the r&le and
origin of services in an economy: Finally it examines the coacept
of services sector productivity, drawing on the pioneering work of

Baumol, Fuchs, Briscoe and others. The paper 1is expected to lay

'World Bank, World Development Report 1987; IMF Balance of
Payment Statistics OECS/EAS National Accounts data; Central
Bank of Trinidad and Tobago, Handbook of Key Economic
Statistics 1989. -
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the groundwork for further analysis and measurement of services

sector productivity.

Concept and Definition of Services

Adam Smith, in "An Inquiry into the Weélth of Nations"
conceptualized 'services in a negative way. Smith, an eighteenth
century ecénomist, was primari;y concerned with the way in which
accumulation takes place and felt that only material goods
production had a role to play in that process. He therefore sought
to differentiate between "productive" and "unproductive" labour,
describing the former as adding wvalue to an_object; the other as
having no value. According to hisg thesis, the worker employed as a
manufacturer was ﬁroductive since he added value to material
inputs. The "menial servant" was on the otherfhénd unproductive.
Smith held furthe£ that the labour of some of therhiqhest orders of
society is like that of the menial servants, "unproductive of any
value". The conclusion that can be drawn from Smith’s arguments
then is that service jobs.are_ungggductive.

It may be argued that Smith, like the other classical writers
(for exanple Maltﬁus, Ricardo and Marx) who were concerned with
various aspects of the process of accumulation and growth, was
preoccupied with the role of the goods-producing sector. Marx,
however, while sharing that preoccupation, had a somewhat different
concern, that of demonstrating that it was labour, not capitai,
that was responsible for creating the surplus. The orientation of

these writers (products of their time) is understandable. Smith in
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particular, wrote at a time when the agricu;tural revolution had
matured and the industrial revolution was in its infancy in
Britain. Not only was he pre-occupied with the goods-producing
sector; but he felt that manufacturing (together with trade) was
‘the more important source of.-increased output. In addition, as Sar
A. Levithan (Economic Impact No 52) points out,

"Society could afford few services and the
emphasis - was therefore on producing the
tangible goods that were necessary for
subsistence. In Adam Smith’s day, more than
half the population was still engaged in
agricultural pursuits" (pp 29-30).

It is probably true to say that some activities which we now
classify as services were not recognized as such. D. Riddls (1985)
notes that

"Several key changes .in the services sector,
however, served to stimulate and sustain the
Industrial .Revolution. In the area of util-
ities, delivering new sources of power - first
coal, then steam - changed the type of tech-
nology that was possible in much the same way
~in which first electricity and then nuclear
and solar energy continue to revolutionize the
ways in which we live. The necessary techno-

= logical innovations sprang=from professional

research activities, grounded in improved
educational systenms. The transportation
improvements made possible through technolog-
izal innovations facilitated the timely
movement of both raw materials and finished
goods. Finally, innovations in financial
institutions made possible the mobilization of
nacessary capital" (p. 37).

Marshall (1961), regarded as a neo-classical writer, differs
from his predecessors by inferring that man does not really produce
material things, but rather produces "utilities". He argques for

instance that there is no scientific foundation for the distinction



between the commodity produced bf a cabinet maker and the service
of fered by é trader, since they both produce utilities. Disagreeing
with Adam Smith’s classification of domestic servants as unpro-
ductive, he argues that the superfluity which characterizes the
households with many gervants can also be observed in activities of
the goods-producing sector, such as whisky distilling. The work of
domestic servants therefore is not necessarily unproductive.
Marshall moreover removes the distiﬁction between goods and ser-
vices, defining goods as material on the one hand and personal and
immaterial on the other; the latter category embodying services.
Modern writers are divided over the.question as to whether a
distinction éught to be made between goods and services. Richard
Walker (1985) ‘for instance, has taken a position somewhat.similar
to that of Marshall; in that he holds that there is no distinction
between goods and services. Writing in some éense in a Marxist
tradition, he tends to view output as dictated by the requirements

of capitalism. He argues that the shifts to new lines of products/

outputs, such as informatics, are the results of a changing
capitalist systemn.

T.P. Hill (1977) holds a divergent position. Highlighting some
of the unique characteristics of services, he argues that it is
erroneous to class services as goods. He adds that services are
characterised by simultaneity of production and consumption and

that, in contrast to the producer of goods, the producer of

services does not purchase or acquire all inputs into the produc-



tion process. The principal input, the good being serviced,

continues to be owned by the consumer.

Definition

In ‘attempting a definition of a service, one needs to
recognise the heterogeneous nature of the activities which comprise
the services séctor. This diversity cfeates difficulties in
formulating a definition which can be applied universally. Perhaps
the most common characteristic of services is their intangibility.
Apart from this feature, it is difficult to f£ind elements which are
common to all services.

T.P. H1ll (1977) defines a service as a change in the
condition of a person or good belonging to some economic unity as -
! resu1£ of ‘'the activity of some dther.eqonoﬁiC‘uhit. He argues
that services are not capable éf being transferred from one unit to
another and are characterised by simultaneity of production and
consumption. He adds that services cannot be put in stock because
a stock of chanhges is a contradiction‘in terms. e

This definition is applicable to a large number of services,
for example, certain education and health services, recreational
services such as concerts and theatrical performances and other
personal services. Increasingly, however, advances in technology
have ﬁade it possible for some services to be produced in one
location at a particular time and to be consumed in another at a

later tine.



Bhagwati (1987) 1is of the view that the fact that some
services are storable does not detract from the general usefulness
of Hill’s definition. He himself makes a valuable contribution to
the literature on services, making a distinction between services
requiring proximity of users.and providers and those which do not.
The services which must be consumed and produced simultanecusly
require interaction between providers and users; and nmay be
categorised as follows:-

mobile provider, immobile user, where the

provider goes to the user. as in the case of

labour services.

mobile user, immobile provider, where the user

goes to the provider. The service 1is not

transferable geographically eg. tourism.

mobile provider, mobile user i.e. the service

is conducted in a location other than the

place of residence of provider of user. An

example is off-shore medical instruction pro-

vided in some Caribbean territories.
In addition to this category of services there is another type
which does not require physical proximity of provider and user.
Examples are long distance transmissions of live concerts and data. ~

Bhagwati (1984) further elucidates the definition of services

by introducing the concepts of "splintering" and "disembodiment".
He argues that technical and structural change defines a continuous
process during which services "splinter" off from goods and goods
"splinter" off from services. The I'"splintering" process is
associated with a "disembodiment effect" in that services embodied

in a person (e.g. a live musical performance or a lecture) become

disembodied and encapsulated in a good. Technical progress, the



instrument of the change, 1is said to leave behind a residue of
unprogressive services,.when goods splinter off from services. On
the other hand services which splinter off from goods are seen as
technically progressive; given that "splintering" in this sense
reflects specilisation which in turn leads to economies of scale.
Bhagwati notes also that ‘disembodiment may take place within
services, leaving the latter intact i.e. services are simply
transmitted electronically to users.

Like Bhagwati, Sampson and Snape (1985) note that transactions
may occur without the movement of factors of production or of the
receiver of the service. Such services, which may be produced in
the exporting country and' then traded internationally are termed
Mseparated!" services; corresponding to Bhagwati’s ‘disembodied’
services. The authors aiso add that such services may ‘be
ihcorporatéd'in'goods and become identified as goods rather than
services. This 1leads them to assert that the "demarcation of
‘goods’ from ‘services’ along a spectrum includiné books, floppy
.géggs full of retrievable data, drawings of the plan of a bridge
" and data transmitted telegraphically is not at all clear" (Sampson
and Snape, 1985 p.173).

Another important aspect in the definition of services is that
some, termed consumer or marketed services, are destined for final
consumption, while others, producer or intermediate services, serve
as inputs into the production of goods or other services. Because
of the inter-linkage between services and the goods-producing

sectors, estimates confined to final consumer services understate



the contribution of services in an economy. Thus input/output
analysis constitutes a valuable tool in evaluating the services

sector’s econcomic contribution.

Role of Services: Theories
This section summarizes some of the theories advanced as
explanations for the development of the services:sector. One such
theory is predicated on Engel’s Law which suggests that as incomes
rise, consumers move to higher modes of consumption. Services then
are felt to exhibit higher income elasticities of demand than
goods. An economy 1s felt to move through certain stages of
development as follows:-
1) the pre-~industrial stage in which . the
. economy is primarily extractive based on
‘agriculture; mining; fishing, timber and other
natural resources.
2) the industrial phase in which manufacturing
plays a dominant role: in this case a signifi-
cant shift occurs from agriculture to

industry.

3)=the post industrial phase in whieh=the
economy becomes mainly a service economy.

Clarke (1960) and Bell (1973) are among the‘proponents of the
"stages" theor&. Colin Clarke (1960) classifies industries as
primary, manufacturing and services, describing services "as an
important residual"” (p.375). He examines the distribution of labour
between the sectors by considering the effects of increasing real
income per head. He concludes that as real income per head
increases, the relative demand for agricultural products falls over
time; and the relative demand for manufactures first rises, then
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falls in favour of services. He adds that real_product per man-hour
in the manufacturing sector nearly always advances at a g;eater
rate than in other sectors. In a situation of stationary relative
demand for manufactures, £he proportion employed in that sector
would decrease. Even in conditions ©of increasing relative demand
for manufactured goods, the proportion of labour employed in that
industry is still expected to decline. Agriculture in most cases
shows a fairly. steady tendency towards increasing product per man-
hour, though not as rapidly as for manufacturing. With the steadily
decreasing relative demand, it results in a decline in the
proportion of the workforce engaged in agriculture.

Bell in "The Coming of Post—Induétrial Society" describes
pre-industrial societies as largely extractive, engaged in
agriculture, fishing and forestry. He argues that they are charac;
terized by low productivit§‘and large populatioﬁ, giving rise to
underemployment which in ﬁurn is distributed among the agricultural
and domestic-service sectors. Thus there is a high service compo-
nent; but of the personal or household sort. ==

In Bell’s characterization industrial society is marked by the
dominance of goods production. Life is a game against fabricated
nature, as machine predominates. Post—industrial society, based on
services, 1is described by him as a game between persons. What
counts is not raw muscle power, or energy, but information. Bell
adds that in the transformation of industrial to post—industriai
society, there are different stages as follows:-

"First, in the very development of industry
there is a necessary expansion of transpor-
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tation and of public utilities as auxiliary
services in the movement of goods and
increasing use of energy, and an increase in
the non-manufacturing but still blue-collar’
force. Second in the mass consumption of
goods and the growth of population there is an
increase in distribution (wholesale and
retail), and finance, real estate, and insur-
ance, the traditional centres of white-collar
employment. Third, as national incomes rise,
one finds, as the theorem of Christian Engel,
a German statistician of the latter half of
the eighteenth century, that the proportion of
money devoted to food at home begins to drop,
and the marginal increments are used first for
durables (clothing, housing, automobiles) and
then for 1luxury items, recreation and the
like. Thus, a third sector, that of personal
services, begins to grow: restaurants, hotels,
auto services, travel, entertainment sports,
as people’s horizons expand and new wants and
tastes develop". '

Ronald Kent Shelp (Economic Impact No 52: A Quarterly Review
of World Economics .1985/4), looking specifigally at the American
economy, observeé five categdries of sérvices that basically
parallel the phases of econoﬁic change. These ére (1) unskilled
personal services (2) skilled personal services,K (3) industrial

services (4) mass consumer services and (5) high technology

business services. Shelﬁ’s categorization, supports the earlier
works (Clarke, Bell) but identifies an additional phase, a
reflection of the later time period in which he conducted his
aralysis.

While the "stages" theory appears to offer an explanation for
services sector growth in some developed countries it does not seem
to have universal applicability. Riddle notes, for instance:

"Research by Singelmann (1978} shows that the
economic development path of Western Europe
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rggardinq employment shifts does not
generalize even to cCanada and the United
States (where labor moved into manufactutring
and services concurrently), let alone to Japan
(where labor moved into services before
manufacturing..." (Riddle 1985, p.6).

The "stages" thesis does not appear to hold much validity when
applied to the circumstances of developing countries in general and
Caribbean economies in particular. In fact Riddle (1985) holds in
respect of developing countries that labour moves out of the
extractive sector into both manufacturing and services sectors. The
traditional mono-sectoral and externally oriented production
structures of Caribbean economies have been well documented. (See
for example Girvan, Social and Economic ‘Studies, Vol, 22, 1973).
The development of services such as tourism is a deliberate policy
aimed at diversifying these economies and creating avenues for
generating employment, incomes and . foreign exchange. The
combination of economic activities Dbeing attempted by these

countries tends to confirm Shelp’s assertion that developing

countries "leap-frog" the stages. (Economic Impact No 52 1985/4).

Shelp advances the following reasons for the accelerated
progression in service development by developing countries:-

1) the demonstration effect facilitated by the
communication media;

2} the urbanization process which in developed
countries follows industrialization; but runs
ahead of the latter in the case of developing
countries;

3} the development strategies followed by
developing countries.

i1
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The "stages” theory seems to suggest that the services sector
is inherently.low in productivity. Thus the shift‘to the tertiary/
service sector is regarded as contributing to slowing down the rate
of growth of the economy. Another implication of the theory is that
an econeomy which has attained a certain level of development and
per capita incomes would automatigally experience a rapid increase
in the contribution of the services sector in terms of additions to
national product and employment. A further implication is that
there would be no need for a services policy. Thirdly it implies
that developed countries should specialize in the production of
services and developing countries in the export of goods. |

Another explanation for the growth éf the services sector is
that service employment grew out of the need to absorb manpéwer
which was sppucthrally in“excess; in other words as a reservoir for
labour discharged by the goods-producing sector (Momiglianco and
Siniscalco op cit). This argument holds séme validity when applied
to the circumstances of developing countries.

Yet==nother theory attributes the growtlf of the services
sector to the changing occupational structure within economic
sectors, moreso than with changing demand patterns between them. It
is argued for instance that the increased demand for professional,
technical, clerical and other specialized service occupations
relative to other employees within each sector accounts for much
more of the increase of employment in these types of occupations
than the increase in demand for service industry products. It has

been noted in particular that the reorganization of firms in
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response to the rapidly expanding information technology sector has
had a positive impact on the growth of services. The introduction
6f modern communications and information  technology has
revolutionized manufacturing processes. More automated forms of
production require less input of physical labour and materials and
more input of information and knowlédqe. The result is a sharp
increase in the need for professional services by scientists,
engineers, designers, computer programmers and managers relative to
the ﬁeed for blue collar labour. The end-product therefore contains
more information and knowledge inputs than was the case in the
past. (BEconomic Impact No. 52 1985/4).

Conventional theories of services sector development have
tended to de-emphasize the role of the services sector in economic
-development. As Riddle (1985) notes,.the‘Bell—Clark~Fisher theseé,
although not intentionally, have fuelled the type of thinking which
relegates services to a post-industrial (Bell), residual (Clark)
and tertiary (Fisher) sector. Riddle departs from this passive
approach by emphasizisg that the services sector " is a TEEal force
in stimulating and facilitating economic growth" (pl 22). She adds

"Rather than being peripher#pal. or luxury economic

activities, services lie at the heart of any functioning

economy? (p. 26).

Using an interactive model to highlight the interdependence of the
various sectors, Riddle notes
"The services sector is in truth, the

facilitative milieu in which other productive
activities become possible (p. 26).
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Strong support for this interactive model can be found in
Momiglianco and Siniscalco (1982), who argue in respect of the
ITtalian economy that the growth of service employment can be
explained in terms.of structural change in the productive system,
that is, it derives "from a growing use of.activities classified in
the branches of the tertiary sector, but integrated into. the
productive system and into industry in particular" (p. 276).

Francois (1990}, in a study of the.U.S. economy over the
period 1929-85, supports this thesis; arguing that while the share
of services in final demand expenditures increased dramatically,
the most dramatic growth in services has been in producer or
intermediate services, rather than consuﬁer services.. He explores
the relationship of producer services to market expansion and
"ﬁintégration of the divisibn of labour, highlighting the role of*
services .as a complement rather than a substitute to the
manufacturing process.

Services Sector ProductivEey Issues ' ———

This section of the paper looks at the evideﬁce supporting the
lagging services sector productivity thesis, explores the unique
features of services in relation to productivity and looks at the
factors affecting productivity in services as well as the manner in
which certain services might enhance productivity in other sectors.

Reference has been made to the "stages" theory which suggests
that the services sector is inherently low in productivity. Some

writers have sought to refine the theory and more importantly to
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conduct empirical investigations into the causes of services sector
growth. They explain the latter in terms of the difference in the
dynamics of productivity between services and industry. Momglianco
and Siniscalco (op cit) state:

"The lower growth of productivity in the ter-

tiary sector is alleged to be caused either by

smaller opportunities of embodying technical

progress 1in that secter or by the smaller

exposure of the services sector to

competition" (p.272).

Fuchs and Baumol (Inman, 1985), on the basis of data on
the U.8. economy, sought to investigate the factors contributory to
the emergence of the services sector; and have concluded that
differential labour productivity growth .was the main explanatory
variable in services sector growth. Fuchs tested three hypotheses:

1) Services have an income elasticity greater

—~than 1, so that 4&as,  real income per capita

increases real services per capita grow more

than in proportion to the growth in income.

Thus services consume an increasing share of

national income, as well as employment.

2) As specialization and automation increase
with economic growth, it becomes efficient for

services once prowided within the household or i

firm to be contracted out to specialists,
Such services include legal, accounting and
data processing, restaurants, day-care and
housekeeping. Increased specialisation may
lead to higher service quality and/or lower
average costs which would increase demand for,
and production of such services.

3) The relative importance of services in
national employment is explained by slower
relative growth of labour productivity in
services than in agriculture and industry.
This means higher than average costs for
services, If the .demand for services 1is
relatively insensitive to prices, then as the
economy expands, services share of total
employment will increase.
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Fuchs concludes, from an examination of data for the period
1929-1965, that although each hypothesis is valid and contributes
to an explanation of services sector growth in the U.S., the major

- explanation is provided by the service sector’s lagging
productivity. .

Baumol, whose findings are similar, notes that lagging
productivity accounts for 55 per cent of the annual rate of change
in the services sector; compared with 14 per cent in the case of
the rising income hypothesis and 31 per cent for the exogenous
demand shifts hypothesis.

Saxonhouse (Ed. Inman 1985), in studying the Japanese case,

"has come to somewhat similar conclusions as Fuchs and Baumol. He
attributes the growth in services to lagging productivity in the
services sector as well as the strﬁcture of Japan’s wholesale and
retail tradé‘for the distribution of goods. .

Briscoe in a comparison of labour productivity between

the manufacturing and services sectors of the United Kingdom (1951~

- _13). concludes that there is a significant long-term differential in

favour of the manufacturing sector. He no£es however that when

allowance is made for data inadeguacies in defining the services

sector, this long-run differential is appreciably reduced. On the

basis of short run estimates, sectoral productivity growth rates

showed considerable variability. There was however no certainty
that the differential was narrowing over time.

Briscoe provides an explanation for the differential

productivity growth rates in terms of the marked growth in the
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numbers of employees in services and the relatively higher rate of
increase in the price of services [1.e. wage demaﬁds have kept pace
with thosze in the more productive sectorsj}.

An ilmportant observation was that within the services sector
there are wide differentials, with the relatively more dapital-
intensive sub-sectors eg. public utilities, transport and
communications exhibiting higher rates of growth. Moreover the
average growth rate for these three activities exceeds that for the
manufacturing sector. Briscoe concludes by recommending
"econtinuing high levels of investment in the mbre labour-intensive
services, so as to increase. the productivity growth of industries
which are absorbing an increasing proportion of the nation’s labour
resources." (p.278). |

. Kirkland (Economic Impacﬁ_No. 52, 1985/4) -also holds the view
that service productivity differs depending on the type of service
and that much of modern services éfowth tends to be in activities
which are capital-intensive and technically progressive. Looking
at the AmM&rrcan economy, he distinguishes betweén low technology,
low-pay end jobs and the high-paying, high-technology service jobs.
Admitting that the former account for the bulk of service jobs, he
notes however, that the latter are the fastest growing service
eccupations. He notes that computers, which are reshaping service
jobs and enhancing their value, will play a big role in bringing
about a shift in the job spectrum. In fact, service industries are

the biggest buyers of the new information; purchasing more than 80
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per cent of the $25 million worth of computers, office equipment
" and communications equipment shipped in 1982.

What is more imporﬁant in the context of this paper, however,
is a deterﬁination of the impact of these investments on services
sector productivity. A recent study on the U.S services sector has
painted a gloomy picture. The author holds that service companies,
not exposed to much competition, have "allowed their white collar
payrolls to become bloated, their investments in information
technology to outstrip éaybacks, and theilr productivity to
stagnate" [Roach in Harvard Business Review Sept-Oct. 1991]. -

Just as the services sector is found to consist of a variety
of sub-sectors, with dJdiffering susceptibiliﬁy to productivity
changes, so  too it consists of a heterogeneous bunch of
occupations, which may be classified on-the one hand as "knbwlédge
workers" - including managers, executives and professionals; and on
the other, as service workers - ranging from sales workers and
secretaries to bank tellers and computer operators. Roach arques
that investmentc in information technology has 1ot improved the
productivity of the white collar worker.

This position ié supported by Drucker [Harvard Business Review
Nov-Dec 1991) who also ﬁakes a distinction between knowledge
workers and lower-skilled service employees. He argues that
ﬁnowledge workers will always be in the minority, outnumbered by
those qualified for low-skilled service jobs. The 1logical
conclusion -then is that in order to raise the U.S growth rate,

ways would have to be found to improve the productivity of the
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lower-skilled. Drucker also argues that investment in the services
sector has brought with it the need for more highly paid people,
but has not reduced the existing staff by a single person.

Another observation was that knowledge and service jobs can be
divided into three categories by looking at what productive
performance in a given Job actually represents. For some jobs,
performance means quality; for others it means quality as well as
quantity and in other cases it may be confined to a gquantity
indicator. Efforts to raise the productivity of service workers
should start by defining the task and performance criterié.
Implicit in these performance criteria 1is the fact that
productivity measures in the case of the services sector cannot be
confined to quantity indices. Some guality measure -needs to be
incorporated.

An important point to note when examining préductivity is that
the special nature of services demands a different treatment of the
concept. Levithan (Economic Impact No. 52, 1985/4) notes for
instance that inezeased productivity is not always dessmable. He
cites the examples of smaller class size (in schools) as preferable
tg larger; and treatment of patients by surgeons as if- on an
assembly line as undesirable. The preference then in these two
cases ought to be to trade off increased productivity for more
highly skilled personal service. The other point made by the author
is that there is great variance in the growth of productivity in

service industries,
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Given the heterogeneocus nature of .the services sector,
meaningful productivity measurement and analysis requires that the
sector be disaggregated. Baumol [Inman, 1985] notes that services
differ according to thelr susceptikility to productivity growth.
He therefore categorizes them into stagnant personal services,
progressive impersonal services and asymptotically stagnant
impersonal services. Stagnant personal services are defined as
activities in which guality is highly correlated with labour-time
expended and in which frequently there must be contact between
service provider and consumer. The product 1is often not'
standardized. This type of service has been the basis of the

assertions that services resist productivity change.

The progressive-impersonal services- are at the oéher'epd.ofu
the spectrum. Being heavily dependent on electronics, there need
not be contact between the provider and user. In addition
technological innovations have resulted in cost reductions.

The asymptotically stagnant impersonal services constitute an
amalgam between the progressive and stagnant services. They may at
one point outperform the progressive; but productivity growth is
self~e¥tinguishiﬁg. Computing for example,_involves both hardware
and software inputs. The former 1is automated, therefore
progressive; the latter is dependent on human input and belongs to
the stagnant sector.

The progressive impersonal services are not only significant
from the point of view of their tendency towards productivify

growth; but also in terms of their potential for impacting
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favourably on the productivity of other sectors such as
mgnufacturing. New manufacturing techniques such as flexible
manufacturing systems (FMS}, Jjust-in-time (JIT] and computer-
assisted designing [ZAD] are all information driven and therefore
highly dependent on computerization and telecommunications links

[Charles, 19921.

Conclusion

The survey of the literature leads one to conclude that the
concept of services is a complex one; that services may be
distinguished from goods by virtue of their inﬁangibility and that
the majority are characterised by simultaneity of production and
consumption. There is another class of services which ﬁay be
transmitted .elecﬁrqnicélly " and therefore performed without
necessifating the movement of either service provider or receiver.
It is the latter which have transformed the sefvices sector and
enhanced its tradeability. .

Theorists ére not agreed omnthe origin or role of services
within an economy. Some have posited a "stages" theory whereby the
economy‘is said to move to superior modes of consumption, as a
result of rising per capita incomes; being transformed from primary
to industrial and finally to services sector. Another theory
proposed 1is that of the exogenous demand factors i.e. the trend
towards intra-firm reorganisation leading to increased demand for
speclalized services. Finally the marked shift towards the growth
of producer services is seen by some theorists as emanating from

structural changes within the productive sector, which have
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increasingly éncouraged the integration of the services and other
sectors, particularly manufacturing. Increasingly the lagging
services sector productivity idea, implied in the "stages" theory,
" is being advanced as an explanatory thesis for serviEes sector
growth.

Services sector productivity analysis and measurement
constitute a complex and intriguing proposition, given; the
heterogeneous nature and intangibility of services. Some services
appear to be amenable to achieving productivity gains, while others
appear to be resistant to the same. Most of the studies in this -
field have been confined to developed/industrialized countries. It
is intended that this conceptual framework will form the basis for

empirical work on selected Caribhean countries.

- I -

Sylvia Charles
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