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The more developed the country's economy, the Shushan
larger the share of services in the structure of GDP, MOVSISYAN
which speaks of the importance of this sector from the
point of view of economic development. To foster the
development of the service sector, it is important to
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advantages changed slightly during the five years of
the Union's existence, but underwent more significant
changes against the backdrop of the 2022 Russian-
Ukrainian war. In particular, Russia’s comparative
advantages have decreased in transport services. At
the same time, Russia's comparative disadvantages in
contemporary services decreased. Belarus and Armenia
have gained significant comparative advantages in the
field of telecommunications, computer and information
services, with the latter also excelling in travel services.
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NTRODUCTION: The service sector, also known
as the tertiary sector of the economy', revolves
around the production of intangible assets. Services

' Schafran, A., McDonald, C., Lopez Morales, E., Akyelken, N., & Acuto, M. (2018). ,/
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include various activities, such as transport of
goods and people, financial intermediation,
distribution, hotels and  restaurants,
education, health care, construction, and
accounting’. Along with the economic
development, there is a shift from
primary sectors of the economy to tertiary
ones. In other words, in developed post-
industrial economies the service sector
dominates. The share of services in the
economy of high-income countries is 70%,
whereas it is 53% in upper-middle income
economies, 49.1% in lower-middle income
countries and 33.8% in low-income
countries®. Hence, the service sector not
only holds a significant role in the
advancement of national economies, but
also serves as an indicator of the level of
development of the economy.

In the era of digitization and the
development of an innovative economy,
services are gradually acquiring a more
pivotal role in the global economy. Over
the past twenty years, international trade in
services has been growing at a faster pace
than the merchandise trade. In 2022,
compared to the previous year, world
exports of goods increased by 11.4%, while
the growth of world exports of services
was 14.8%". At the same time, developing
countries are gradually playing an important
role in the world services trade’.

Current research on EAEU (Eurasian
Economic Union) trade is predominantly
focused on merchandise trade, with limited
attention given to studies on trade in services.
Meanwhile, in order to ensure the maximum
benefit from the integration processes, it
is necessary to understand the competitive

WTO stats, https://stats.wto.org/
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advantages of member states and their
potential for services export. According to a
study of the trade complementarity index of
the EAEU countries, conducted by the Trade
Policy Institute, the level of complementarity
of trade in services of member states has
increased significantly in the context of
integration processes®. During this period,
a sufficient normative basis for EAEU single
market of services has been created. Within
the EAEU in certain sectors of the economy
there is a single market of services, currently
uniting more than 50 areas: hotel and
public catering services, travel, construction,
transport, consulting, computer services,
etc.”. However, cooperation of the EAEU
member states in foreign trade of services is
relatively low®.

The research aims to understand in which
areas of service trade the EAEU countries
have competitive advantages and how these
advantages have changed since the creation
of the Union. Our study is based on the
theory of comparative advantages. Academic
studies on comparative advantage in the
economic literature are mostly limited to
trade in goods, although this principle is
applicable to both goods and services®.

The Ricardian theory of international
trade states that countries specialize in
producing goods and services for which they
have a comparative advantage. The concept of
comparative advantage refers to a country's
ability to produce a product or service with
higher productivity and more differentiated
characteristics (quality, brand, after-sales
service) than trading partners'®. One of the
first attempt at an empirical study of
comparative advantage was made by B.

World Bank. Trade in Services: Using Openness to Grow, in Global Economic Prospects and the Developing Countries, 2002
World Bank databases, https://data.worldbank.org/indicator/NV.SRV.TOTL.ZS

WTO publications, https://www.wto.org/english/thewto_e/20y_e/services_brochure2015_e.pdf
Inasatosa M. K. (pyk. aBT. kon.), AragsaHan C. C., Amupberosa A.C. u ap.; OueHka nHTerpauuoHHbix npoueccos EASC B

ccpepe Toproeau: 2022. Kpatkaa Bepcua [Tekct]: mexayHap. fgokn. k XXII AcuHckoit (Anpenbckoil) MexayHap. Hayy. KOoHd. no
npobnemam pasBuTvA 3KOHOMMKM 1 obLecTBa, Mocksa, 2022 r. / Hau,. nccnep. yH-T «Bbicluaa wkona skoHomuku». M. : Uza.
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Balassa, who introduced the index of
Revealed Comparative Advantage'". Despite
certain shortcomings, it is the most popular
and widely accepted method of evaluating
a country's ability to produce goods and
services. Subsequently, a number of
modifications to the comparative advantage
index have emerged, correcting certain
shortcomings of the Balassa index.

To evaluate the comparative advantages
of the services exports of EAEU countries
the Normalized Revealed Comparative
Advantage Index (NRCA index)” is used in
the paper. The latter is the most recent and
improved index and is comparable by
products, countries and time, and is
calculated by the following formula:

NRCAy; = (E{/E) — (E E'/EE)

NRCAy; represents the Normalized
Revealed Comparative Advantage of country
I in exporting commodity j. E denotes the
volume of country i’s exports of commodity
j, E represents world exports, Ej denotes
global exports of commodity j, and Ei is the
exports of country L.

It is relevant to note that a country's
comparative advantages may change over
time due to changes in supply and demand in
domestic and international markets'®. Hence,
the data of the years 2014, 2021 and 2022
were analyzed, enabling the observation
of the dynamics of the comparative
advantages of the countries in the context
of the development of integration unit and
geopolitical changes.

The study is based on the analysis of ITC's
Trade Map and the World Bank databases.

DISCUSSION: Chart 1 shows the share of
services in the GDP of EAEU countries. The
service sector accounts for about half of the
GDP of the member countries, which shows
the importance of this sector in the structure
of the economy. However, when we compare
the sector's share in the GDP of each
country to the average of their income
groups, it becomes evident that the share
of services in the economies of Armenia',
Russia, and Kyrgyzstan surpasses that of
their income group, while the shares for
Belarus and Kazakhstan are lower than the
average for their income group.
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\ The share of the service sector in the GDP of EAEU countries, 2015-2022"
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Balassa, B., 1965, Trade Liberalisation and “Revealed” Comparative Advantage, https://doi.org/10.1111/j.1467-9957.1965.

Yy, R, Cai, ). & Leung, P. The normalized revealed comparative advantage index. Ann Reg Sci 43, 267-282 (2009). https://doi.

org/10.1007/s00168-008-0213-3
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Widodo, T. (2009). Comparative Advantage: Theory, Empirical Measures and Case Studies. Review of Economic and Business
Studies, 57-82. https://core.ac.uk/download/pdf/6605435.pdf
Kyrgyzstan is a lower-middle income country, while the others are considered upper-middle income countries
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\ The structure of services exports of EAEU countries, 2022'

The main types of services exported by
the EAEU member states are in traditional
sectors: transport, tourism and construction
services. Moreover, the export structure of
Armenia and Kyrgyzstan exhibits a high share
of travel services (58% and 44% respectively).
In the case of Kazakhstan, Belarus and
Russia, transport services dominate (59%,
40% and 32%, respectively). The export of
services from Russia and Belarus is the most
diversified. As for the contemporary sectors
of services, “telecommunications, computer
and information services” have a significant
weight in the exports of Armenia and Belarus
(17 % and 29 % respectively), while “other
business services” hold a notable share in
Russian service exports (21%).

Chart 3 shows the comparative advantages
of the export of services of the EAEU member
states by types of services in 2014, 2021 and
2022. Prior to the formation of the union
in 2014, the biggest comparative advantages
were in the export of transport services,
construction and other business services.
Russia stands out among other member
states with a relatively high NRCA index in
transport, construction and other business
services, as well as notable disadvantages
in three types of services: financial services,
travel and charges for the use of intellectual
property. Kazakhstan and Belarus also have

'® Author’s calculations on the base of ITC's Trade Map databases.

significant advantages in terms of transport
services. In the case of construction services,
only Kazakhstan has a disadvantage. In terms
of travel services, Armenia, Kazakhstan and
Kyrgyzstan have comparative advantages,
while Russia and Belarus have rather large
disadvantages. The latter countries have a
positive NRCA index for “manufacturing
services on physical inputs owned by others”
and for “maintenance and repair services
n.i.e”.  Belarus has advantages in
“telecommunications, computer, and
information services”, while Kyrgyz Republic
in “personal, cultural, and recreational
services”.

In 2021 NRCA indices for transport
services in Russia, Kazakhstan and Belarus
decreased to a certain extent, while
Kyrgyzstan achieved success in this sector,
turning its previous disadvantage into a
small advantage. NRCA index of construction
services of all member states of the Eurasian
Economic Union was positive, as Kazakhstan
gained competitive advantages as well.
Russia and Belarus significantly reduced
their comparative disadvantage in the field of
travel services. During this period, Belarus
lost its comparative advantages in the field
of telecommunications, computer and
information services, instead, Armenia
gained an advantage here. Russia has lost its
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\
and 2022"
large comparative advantages in the field of
“other business services”.

The year 2022 was a particularly difficult
for EAEU. The economic sanctions imposed

by the developed world on Russia, following
the Russian-Ukrainian war, had a significant

"7 Author’s calculations on the base of ITC's Trade Map databases.

NRCA index of EAEU member states in the services exports categories, 2014, 2021

impact not only on Russia's external
economic relations, but also on other
member states of the EAEU.

In 2022, compared to the previous
year, Russia has maintained its competitive
advantages in the field of construction
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services, while its competitive advantages
in the field of transport services have
decreased. It is a positive phenomenon that
the comparative disadvantage of the country
in the field of financial services and charges
for the use of intellectual property has been
reduced dramatically.

In 2022, Armenia's competitiveness has
significantly increased in the field of travel
services. Belarus has gained competitive
advantages in the field of
telecommunications.

CONCLUSIONS: Thus, the competitive
sectors for the export of services from EAEU
member states still remain the traditional
directions: transport, construction and
travel. In contemporary sectors, such as
financial services, insurance, charges for
the use of intellectual property and other
business services, EAEU countries are
not competitive in the world. Among
contemporary services, the union has
comparative advantages only in the field

of telecommunications, computer, and
information services.
Despite the efforts made through

EAEU, there have been minor changes and
in some areas, even negative changes, in
the global competitive advantages of the
member states.

Instead, during the Russian-Ukrainian
war, there were visible shifts. Armenia gained
an advantage in terms of travel services,
while  Belarus  obtained  significant
comparative advantages in the field of
telecommunications, computer and
information services. The NRCA index of
Russia's comparative advantages in the field
of transport has decreased. However, the
reduction of Russia's disadvantage in
financial services and charges for the use
of intellectual property can be considered a
positive development, which may be a sign
of successful adaption to difficult situations.

In summary, it is worth noting that a
country's competitive advantages generally
change rather slowly over time. However,
the formation of a single market within the
framework of the EAEU and the unification
of legislations can contribute to the
development of this sector. At the same time,
it is necessary to emphasize the imperative

normative measures to develop a single for the development of contemporary
market for various services and promote services.
growth in the services sector within the
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Lywan MOBCUCAH
SKcnepm uccnedosamenbckozo yeHmpa «Ambepo», AI2Y

KAK UBMEHWINCb CPABHUTE/IbHbIE MPEUMYLLECTBA CTPAH EASC B C®EPE YCINYI?

Yem pa3Buta 3KOHOMMKa CTpaHbl, Tem bonblue gona ycnyr B ctpykType BBI1, uto nopyepkusaer
BaHOCTb 3TOIO CEKTOpa C TOYKM 3PeHUA SIKOHOMUYECKOTO pa3BuTuA. [lna copeiicTBrA passuTuio cipe-
pbl YCNyr BaXHO MOHMMaTb HarnpaB/ieHUsA, B KOTOPbIX CTPaHa UMEET MoTeHLnan.

B cratbe viccnepyetca KOHKypeHTOCMOCOBHOCTb KCMopTa yciyr cpeamn rocyaapcTts-uneHos EASC
Ha OCHOBE OL,EHKM CpaBHUTENbHbIX NMpenmyLecTs. [poBeaeH aHanus AVHaMUKM CPaBHWUTENBHbIX Npeu-
MyLLecTB Ao v nocne cpopmupoBaHua EADC. AHanus nokasan, yto rocygapctsa-unenbl EADC obna-
AAIOT CPaBHUTENbHBIMY MPEUMYLLLECTBAMU B 3KCMOPTE TPAAMLMOHHBIX YCNYr, TakUX Kak TpaHCMopT,
CTPOMTENBCTBO U TYypU3M. 3a NATb NeT cylecTBoBaHnA Coto3a OHM W3MEHUIUCH HE3HAUYUTENbHO, HO
bonee cyLlecTBeHHble U3MEHEHUA NpeTepreny Ha hoHe poccuiicko-ykpauHcKoii BoiiHbl 2022 roga. B
YaCTHOCTU, CpaBHUTENbHble MpeumyllecTBa Poccun cHusunmuce B cdepe TpaHCMopTHbIX yenyr. B To
e BpeMA YMEeHbLUWINCh cpaBHUTENbHble HepocTaTkn Poccun B cpepe coBpemeHHbix yenyr. Benapycb
1 ApMEHVA MONYYMNU 3HauUTENbHbIE CPaBHUTENbHbIE MpeuMyLLecTBa B chepe TeneKOMMYyHUKaLWA,
KOMMbIOTEPHBIX U MH(OPMALMOHHbBIX YCNyr, NMpUYeM MOCNEAHAA Takke Monyyuna npeumyLLecTBo B
cdepe TYPUCTUYECKUX YCTYT.

Kniouesbie cnosa: cpasHumesbHbie npeumywecmsa, uHoekc HBCI, ycnyeu, skcnopm, EASC
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