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Abstract in English

Since the mid eighties, re-exports in the Nethel$ais booming, with the exception of a short
interruption in 2001 and 2002. This research shilxata relatively strong growth of re-exports
is not just a Dutch phenomenon, but that thera ismigernational trend going on. Re-exported
products are at least doubly counted in world tfégigres. This international re-exports trend
contributes to the fact that world trade volumgriswing faster than the volume of world
export production. Besides, there are some seipbcations for the indicators of countries’
exports performances. If one doesn’t take accofititeoimplications of the international re-
exports trend, the relevant export market growthifatch manufactures as well as the loss of
market share of Dutch industrialists are overediiha

Key words: re-exports, export performance, marlkgfgygmance and loss of market share.

Abstract in Dutch

Sinds het midden van de jaren tachtig groeit deangtioer van Nederland explosief, met
uitzondering van een hapering in 2001 en 2002oBderzoek laat zien dat een onstuimige
groei van de wederuitvoer niet alleen een Nededdedomeen is, maar dat sprake is van een
internationale trend. Wederuitvoerproducten wordenimaal één keer dubbel geteld in de
wereldhandel. De internationale wederuitvoertrerahgt er daardoor aan bij dat het volume
van de wereldhandel sneller stijgt dan het voluine de wereldproductie van exportgoederen.
Bovendien zijn er gevolgen voor de indicatoren garuitvoerprestatie van een land. Indien
geen rekening wordt gehouden met de gevolgen vameimationale wederuitvoertrend, wordt
de voor Nederlandse fabrikaten relevante wereldtrerldaarmee het marktverlies van
Nederlandse fabrikanten overschat.

Steekwoorden: wederuitvoer, uitvoerprestatie, npaddtatie en marktaandeelverlies
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Preface

The concept of ‘re-exports’ was put on the map w@eB devoted a chapter to it in the
‘Macro-Economic Outlook 2002'. Since then, the simel development of re-exports has been
considered in many descriptions of the Dutch econ@nd total exports are being increasingly
divided into ‘domestically-produced exports’ and-&xports’. And rightly so, since it matters
greatly for the future development of the Nethed®rboth quantitatively and qualitatively, how
both export components will develop now and inftitere. The spectacular growth of re-
exports in the Netherlands is due above all tactirabination of globalisation, the global
division of labour and European integration ondhe hand and the specific geographical
location of the Netherlands on the other hand. &y more than half of Dutch manufacturing
exports consist of re-exports. Globalisation arelglobal division of labour are continuing, and
these developments affect not only the NetherlaimdSermany, for instance, re-exports
meanwhile account for more than 15% of total exqart Singapore for more than 50%, and in
Hong Kong for around 95%.

This document examines in greater detail the irtiional re-export trend and considers its
implications for the analysis of the export and keaiperformances of countries in general and
for the Netherlands in particular. An important clusion is that when the international re-
export trend is not taken into account, the expmatket growth for Dutch manufactures, and
hence the Netherlands’s loss of market share,dsestimated. Globalisation is ongoing, then,
and our understanding of its implications is impnoy

The preparation of this document has benefited firmights and comments by Rutger
Hoekstra, Jasper Roos and Piet Verbiest of Staidtetherlands (CBS), and by Rocus van
Opstal, Wim Suyker, Gerard van Welzenis and Herdni€ndonk.

C.N. Teulings
Director






Summary

Dutch re-exports have been expanding explosivelgesthe mid-1980s, with the exception of a
hitch in 2001 and 2002. In addition to the ongajiapalisation and European integration, the
popularity of ICT products — which constitute a staimtial share of Dutch re-exports — is a
major growth impulse for re-exports. Over the pstade, the growth of re-exports contributed
nearly 0.3 percentage points per annum on avetagedrall economic growth. This study
shows that an exuberant growth of re-exports igusita Dutch phenomenon, but an
international trend. In all ten countries studiedld) re-exports have grown faster than
domestically-produced exports. It is true, howetleat of the European countries under
consideration, the share of re-exports in totaldgoexports is the highest in the Netherlands,
where they now account for more than 50% of exp@dttsomparable share can be found in
Singapore, and in Hong Kong the figure is now clos85%.

Re-export goods are recorded in the import and egbatistics of several countries, and are
thus counted double in world trade at least onte. ilfiternational re-export trend explains in
part why the volume of world trade is rising fastesn the volume of world output. This
observation has implications for the indicatorsathshed light on a country’s export
performance. A conceptual distinction has to be ertagtween the concepts of ‘export
performance’ and ‘market performance’.

Export performanceompares the volume trend of a country’s total etgm growth of the
country’s export markets as a whole, or ‘export ksdgrowth’.Market performanceorrelates
the volume trend of domestically-produced expartthat of domestically-produced exports in
other countries or to export market growth for Dutnanufactures.

Both concepts have their own advantages and disgalyes. Export performance is in effect
the (weighted) average of the market performanaexpbrters and the trade and distribution
sector. The advantage of this measure is thahibescalculated relatively easily. But the
disadvantage is that the development of the exgmformance says relatively little about the
performance of domestic exporters. Market perforceasheds more light on this issue, but its
major disadvantage is that as yet there is vettg litata available on the domestically-produced
exports and re-exports of other countries and hendie export market growth for Dutch

manufactures.

In this study, we have tried to correct ‘traditibrexport market growth for the implications of
the international re-export trend, in order to adb&n approximation of export market growth
for Dutch manufactures. This required two spedaificrections, namely for the inflation of
world trade (‘inflation effect’) and for the diffent composition of the product mix of
domestically-produced exports (‘mix effect’).



Tentative calculations on the basis of a large remalb assumptions reveal that between 1996
and 2000 the international re-export trend hadtation effect’ on export market growth in
volume terms of 0.6 to 1.4 percentage points peuanon average. At the moment it is not
possible to make a more accurate estimate, becdtse lack of data on re-exports for many
countries.

Correcting for the ‘mix effect’ takes account oétfact that the product mix of
domestically-produced exports differs from the proidmix of re-exports. This study reveals
that between 1996 and 2000, export market growtthim Netherlands weighted with the
product mix of total exports increased by 0.8 petage points per annum more on average
than export market growth weighted with the product of domestically-produced exports. It
seems, then, that the product markets where reresxaee relatively strongly represented, such
as the market for ICT products, expanded fastenduhe past period than those where ‘Made
in Holland’ products are relatively strongly repeased.

All'in all, as a result of the inflation and mixfeéts, export market growth for Dutch
manufactures increased by 1.4 to 2.2 percentagesppér year less on average than
‘traditional’ export market growth between 1996 &@0D0. The reverse situation occurred 2001
and 2002, when global sales of ICT products fedlrgly. Since 2003 re-exports have increased
by double digits each year, so that the phenomentimed here has probably occurred in more

recent years as well.

Many organisations, such as the OECD and the Earo@®@mmission, compare a country’s
volume trend of total exports with that of its erpmarket to establish a performance indicator
for that country. Between 1996 and 2000, the volof®tal Dutch exports expanded by 2.4
percentage points per annum more on average tearotbime of the Dutch export market.
However, this favourable export performance paiotsrosy a picture of the market
performance of domestically-produced exports, sthegpositive developments of recent years
mainly have to be attributed to the spectaculamtiimf re-exports.

As an indication of market performance, CPB hases2001 correlated the volume trend of
domestically-producedxportsto that of the Dutch export market. This approgegults in a
deterioration in the market performance by an ayewt 2.6% per year between 1996 and
2000. But this in turn is an overly sombre preseoiteof the situation. Because in this approach
Dutch exports are corrected for re-export trendgendxport market growth is not, the loss of
market share is overestimated.

It follows from the exploratory analysis in thisidy that when domestically-produced
exports are correlated with export market growthDotch manufactures, the average loss of
market share ranged from 0.4 to 1.2 percentagdgper annum between 1996 and 2000.
Hence there is still a loss of market share, #isdsase for other highly-developed economies,
but it is significantly smaller than the loss 06% per annum calculated in the previous

approach.
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Between 2000 and 2004, the loss of market sharedased steadily, even when the trend in
domestically-produced exports is correlated with ltthwest estimate of export market growth
for Dutch manufactures. The main reason for thikéstrend in price competitiveness of
domestically-produced exports, which deterioratga botal of 7.5% over these years.
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1

Introduction

Good export performances are vitally importanttfee open Dutch economy. That is why it is
important that export performance indicators eimét tight signals. An internationally widely-
used method to determine a country’s export perémree is to compare the volume trends in
the country’s exports with the growth of the coytgrexport markets. An increase in export
market growth is regarded as an approximation @fitisrease in the market for the country’s
exports. The main question in this study is whethirapproach is still relevant in the light of
the exuberant growth of re-exports.

This question is particularly relevant for the Nelands because of the relatively large share of
re-exports in total exports of goods. Re-exporésgoods which are imported, undergo little or
no processing, and are then exported again. Intehdpve will examine the concept of ‘re-
exports’ in greater detail, seeking also to distish between ‘re-exports’ and ‘import
penetration’. Insofar as the re-exporting of thedminvolves Dutch transport and distribution
companies, these re-exports add to the Dutch expbgervices. This aspect will not be
considered further here. In chapter 3 we will shibat the economic significance of
‘domestically-produced exports’ and ‘re-exportdfelis, which is why it makes sense to
distinguish between the two. But this has consigdleraonsequences for the assessment of the
export performance. For some time now, volume tsandhe Netherlandstetal goods exports
have been moving broadly in line with export margetwth. But if the growth oflomestically-
produced exportss compared with export market growth, the pictisreonsiderably less rosy.

Until recently, the steep growth of re-exports wadely regarded as a typically Dutch
phenomenon, which barely affected the trends ifdvoade and export market growth for the
Netherlands. Comparing a country’s export growtthveixport market growth therefore seemed
a reliable approximation of market performanceis®iudy considers this line of thought. How
typically Dutch are re-exports, and their relativetrong growth? We answer these questions in
chapter 4. In chapter 5 we investigate the imgheest of the re-export trend for the calculation,
interpretation and analysis of export performamcidators for the Netherlands. And in chapter

6 we set out some conclusions.
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2.1

What are re-exports?

Definition *

At first glance, ‘exports’ seems to be an easilfirgl statistical concept. But on closer
inspection the situation is more complicated. Goans services cross the Dutch borders in
many ways, and hence there are many types of expidiis is examined in greater detail in a
box. In this section we concentrate on the conogfse-exports’.

Statistics Netherlands (CBS) defines ‘re-exporssgjaods which have been imported into the
Netherlands and leave the country again after neimally no) further processingThe
goods in question also have to be owned by a Dietsident at some point. If there is no
transfer of ownership at any stage, the goods eeenéd to be in transit.

The crux of the above definition is the phraseeafto (or virtually no) further processing’.
If computers are imported and exported again witly aser manuals in the language of the
destination country added to the boxes, this igitiely clearly a case of re-exports. But if new
hard disks are installed on the computers in thiadtands before they leave the country again
(as computers), does this constitute sufficientigtidal processing for the computers to be
included among domestically-produced exports? Amlikl computers which are assembled in
the Netherlands from imported components be class#s domestically-produced exports or
re-exports? There is a large grey area betweee thestypes of goods exports. Moreover, this
grey area is probably expanding, because due tortheing globalisation, the production chain
of many goods is increasingly spread across difteteuntries. In the past years, Statistics
Netherlands (CBS) has conducted extensive res@anrder to arrive at clear and practicable

demarcations in this sphete.

Statistics Netherlands (CBS) eventually decideii¢tude goods among domestically-produced
exports if these goods undergo some processing@mgbquently are given a new six-digit
product cod€.Customs allocates a six-digit product code tanalorted and exported goods. If
the goods imported under a certain product codexgrerted under the same code, then these
goods are included among re-exports. This demartatiwhich to our knowledge is not used

! The following passage is based on Roos (2005, 2006a).

2 The CBS definition differs slightly from the UNComtrade definition used by the IMF: ‘Exports of foreign goods in the same
state as previously imported’.

® Re-exports are included in the export statistics and the National Accounts, while transit trade is not.

“ See Roos (2006b) and Roos and Exel (2006).

® The Customs Department uses the harmonised system of the World Customs Organisation (WCO), which classifies
imported and exported goods on the basis of eight-digit codes. The definition of re-exports uses a higher aggregation level
than could be used. With a more refined demarcation, a very small amount of processing (e.g. packaging the goods) could
be sufficient to have them included among domestically-produced exports.
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Trade flows via the Netherlands

In addition to domestically-produced exports and re-exports, there are other trade activities which in statistical terms are
regarded as part or not part of goods exports. The key factors are ownership, treatment at customs, and the nature of
the activities which take place in the Netherlands. The table shows the various flows which can be distinguished and

whether these are included among exports in the National Accounts.

‘Transit trade’ is defined as goods entering the Netherlands and leaving it again without becoming the property of a
Dutch resident. For some transit trade, the customs department carries out some administrative actions such as
preparing import or export documents. This is called ‘quasi transit trade’. Quasi transit trade goods are included as

exports in the International Trade Statistics, but not in the National Accounts.

A variant on quasi transit trade is what is called ‘commission finishing'. In this case, foreign goods are imported into the
Netherlands, and after some processing are exported again to the same owner. An example is printed t-shirts. The

National Accounts include a line for commission finishing, including paid employment and trade-related services.

Another part of transit trade is transported via the Netherlands, but without any administrative actions at customs. ‘True
transit trade’ goods are not counted as Dutch imports and exports. Of course, the transit trade may involve Dutch
transporters. In that case, there are exports of transport services. Figures on true transit trade are not collected

systemically, but there is no doubt that the goods flows are substantial.

Trade flows through the Netherlands with their corr esponding characteristics, 2005

Value Customs Property of Incorporated in National

(billion euros) formalities Dutch  Accounts (NA) or International

resident Trade Statistics (ITS)

Domestically-produced exports 155.0 yes yes NA and ITS
Re-exports 125.4 yes yes NA and ITS
Quasi transit trade 30.0% yes no ITS
Commission finishing 10.9 yes yes NA and ITS
‘True’ transit trade * 190b no no not
Entrepot trade yes no NA and ITS
Transito trade 3.5° no yes not

a Value in 2004.
b

Based on a CPB estimation for 1999 (see CPB 2000, pp. 93) and the growth rate of nominal re-exports between 1999 and 2005.
Extrapolation of data published in TNO-Inro (2003) point at figures of the same magnitude.

c ) . ’
Based on trend extrapolation. The value mentioned refers to a trade margin and not to the value of the traded goods.

In transit trade, the goods are not owned by a Dutch company, but they do cross the Dutch border. The opposite is also
possible. That is to say, a Dutch company can buy goods abroad and sell them in another country without the goods
coming physically to the Netherlands. An example is flowers from Israel, which through auction become the property of
a Dutch company and are transported directly from Israel to the United States. This is called 'transito’ trade. Another
type is what is called ‘entrepot trade’, in which goods from non-EU countries are stored in a customs warehouse in the
Netherlands in expectation of a final buyer. If this buyer is based outside the Netherlands, then in administrative terms

the goods are not deemed to have been in the Netherlands.

a
This box is almost entirely based on Roos (2005, 2006a).
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2.2

by any other statistical office — is not only cleiais also practical. What is more, it does not
require any additional surveys. However, accordinBoos and Exel (2006), some exceptions
have to be made to the rule. In the case of reftilgoroducts, for instance, the goods are
always included among domestically-produced expestsn if the product code remains the
same. But when the activity involves altering tbmperature, diluting liquids or repackaging,
then the goods are always classified as re-expares) if the allocated product code has been

changed.
Composition

An important determining factor for a country’s expperformance is the composition of the
export mix or product mix. Normally, the Netherlasishare in world trade will decline under
stable price competitive conditions if the marl@tdoods which the Netherlands exports grows
less fast than the market for goods which the N&thds does not export. Table 2.1 shows the
nominal shares of the various product groups in ektivally-produced exports and re-exports
of manufactures (i.e. goods excluding energy ahgroducts) respectively between 2002 and
2005. Energy and oil products are ignored in thenemic analysis for a number of reaséns.
These are goods with a very divergent producticuctiire, in which government influence is

relatively strong.

There are significant differences between the pcodiix of domestically-produced exports and
that of re-exports. Domestically-produced exporesdominated by agricultural products,
foodstuffs, chemical products, machinery and transpquipment. These product groups
accounted for around 68% of domestically-producediufacturing exports between 2002 and
2005. By contrast, machinery, computers and elatrequipment account for nearly half the
re-exports. Chemical products also play a majae.rol

The difference in the product mixes of domesticgifgduced exports and re-exports
increases as the product groups are broken dowmefuin fact, domestically-produced exports
of machinery, computers and electronic equipmenhipaonsist of machinery and include
hardly any computers and electronic equipment. &yrast, computers and electronic
equipment account for the bulk of re-exports.

® In analytical terms, it matters little that energy and oil products are not considered here. The tables for exports, including
energy and oil products, are available from the authors on request.
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Table 2.1

Composition of domestically-produced expo rts and re-exports of manufactures in the
Netherlands, 2002-2005

Domestically- Re-exports
produced exports

average nominal share in %

Agricultural products, hunting, forestry and fishing 8.1 3.3
Food products 16.2 4.0
Beverages and tobacco 4.4 0.6
Mining and quarrying (excluding oil and natural gas) 0.3 0.6
Chemicals and chemical products (excluding rubber and plastics products) 24.6 15.0
Intermediate products of:
Textiles, wood, paper, non-metallic and metallic minerals 13.0 8.1
Machinery, computers en electronic equipment
(excluding medical and precision instruments) 15.0 44.6
of which:
office machinery and computers 1.3 21.1
radio, television and communication equipment 2.7 15.7
other electrical and non-electrical machinery 11.0 7.8
Transport equipment 7.8 3.6
Clothing and footwear 0.5 33
Other goods 10.0 16.9
Total 100 100

Source: Statistics Netherlands (CBS).

2.3

The difference in the product mixes of domesticalitgduced exports and re-exports has
significant consequences for the interpretatiothefNetherlands’s market performance. Global
demand for agricultural products and foodstuffglgeto grow less fast than the world markets
for machinery, electronic equipment and telecommativons equipment. That is one of the
reasons why the percentage share of Dutch domiystzaduced exports in world trade is
falling.

Origin and destination

In the case of the Netherlands, the mix of domakyiproduced exports differs markedly from
the mix of re-exports. It may be that the markdtdamestically-produced exports and re-
exports also differ. There are no statistics atédélan the destinations of domestically-
produced exports and re-exports. But these carebeed indirectly from the figures in the
National Accounts and the International Trade Stias. Table 2.2 shows the destinations of
domestically-produced and re-exported manufactures.

Europe is by far the most important market for badimestically-produced exports and re-
exports. The markets for domestically-produced espand re-exports are broadly the same.
There are some differences between the exportsaofifactured goods, as shown in table 2.2,
and the exports of all goods (i.e. including eneagy oil products). In particular, the
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importance of Belgium and Germany as destinationsldmestically-produced exports
increases somewhat in the latter case, becaube tdrge volumes of natural gas exported to
those countries.

Table 2.2 Destination of Dutch domestically-produce  d exports and re-exports of manufactures, 2002-2005
Domestically-produced Re-exports Total exports
exports

average nominal share in %

Belgium 11.5 9.6 10.7
Germany 22.9 21.6 22.4
France 9.8 9.7 9.8
Italy 6.1 6.1 6.1
Spain 3.9 4.3 4.1
United Kingdom 10.1 11.3 10.6
Rest of Western Europe 13.3 145 13.8
Eastern Europe 5.4 6.5 5.9
Total of Europe 83.2 83.7 83.4
United States 4.8 4.9 4.8
Rest of America 2.0 1.6 1.8
Asia 7.4 7.6 7.5
Rest of the world 4.7 3.8 4.3
Total 100 100 100

Source: Own calculations based on International Trade Statistics of Statistics Netherlands (CBS).

Somewhat surprising are the large shares in retséxpeken by the United States and the Asian
countries. In the past, there were barely any mo#s ‘in the other direction’, that is, to Asia.
The ongoing globalisation may play a role hereyal as the fact that Asian countries are
becoming more important as export markets for ggodduced in Europe. Mergers between
US and European firms may account for the UnitedeSt growing share. In principle, it would
not be surprising if these mergers boost intermgdlaws from Europe to the United States
and hence the US’s share in re-exports. It shdshllze borne in mind in this context that
measuring market shares invariably only providegpshots. In the mid-1990s, the period
covered by the first CPB analysis of re-exportg (6®B (2001)), parts of Asia were hit by a
serious economic crisis, which may have had a teanp@dverse effect on exports to that part
of the world?®

"It is possible that natural gas is being exported via these countries to other countries. This will depend in part on the supply
of and demand for natural gas. But this is unlikely to apply to a large proportion of natural gas exports.

® The shares in table 2.2 are not based on real measurements. But they can be derived indirectly from CBS statistics. Such
an approach may lead to differences with the actual figures. The validity of the calculations has been checked by comparing
countries’ shares of re-exports with their shares in the exports of computers (which are almost exclusively re-exports). The
differences were not that great, so that the shares shown in table 2.2 seem reasonable.
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Table 2.3 Origin of Dutch domestically-produced exp  orts and re-exports of manufactures, 2002-2005
Imports for Dutch market Imports for re-exports Total imports

average nominal share in %

Belgium 11.9 9.9 10.9
Germany 21.9 20.1 20.1
France 6.1 5.4 5.8
Italy 3.2 2.9 3.1
Spain 6.0 6.1 6.0
United Kingdom 13.5 12.2 12.9
Rest of Western Europe 3.6 3.5 3.6
Total of Europe 66.2 60.4 63.2
United States 8.4 9.8 9.1
Rest of America 4.4 3.3 3.9
Asia 18.7 25.1 22.0
of which China 5.7 7.7 6.8
Rest of the world 2.2 14 1.8
Total 100 100 100

Source: Own calculations based on International Trade Statistics of Statistics Netherlands (CBS).

Most re-exports, then, are destined for Europe.\ihdre do these goods come from? Table 2.3
shows the origin of imports of manufactured gooeéstithed for re-export and the origin of
imports destined for the Dutch market. Asian coestare the main countries of origin for re-
exports. This is hardly surprising, given the prodmix of re-exports. After all, Asian countries
are major producers of computers, electronic egeigirand transport equipment, which make
up a major slice of re-exports. For Europe the eos® applies. Many of the imports from
European countries are destined for the Dutch nbarke

All'in all, then, the geographical differences beém domestically-produced exports and re-
exports are far less pronounced than their respeptioduct mixes. Europe is by far the most
important market for both domestically-produced @xp and re-exports. This means that the
difference in growth rates between domesticallydpiced exports and re-exports cannot be
explained by the fact that re-exports are destmathly for booming economies.
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Re-exports in the Netherlands

Dutch re-exports have increased spectacularly theepast two decades. In 1985, the value of
re-exports of manufactured goods (i.e. excludingrgy and oil products) came to around EUR
21 billion; by last year this figure had soarednore than EUR 135 billion, which amounts to
an average increase of no less than 9.2% per Reanestically-produced exports of
manufactures increased by an average of 4.2% peroyer the same period. Hence there is a
considerable growth differential between the twpak components. In volume terms, the
difference in growth rates is substantially evegda, since the prices of goods produced in the
Netherlands rose slightly on average over thisgagnvhile the prices of re-exports actually fell
(see table 3.1).

Table 3.1

Domestically-produced exports and re-expo  rts of manufactures in the Netherlands, 1970-2006 a

1970-1985 1986-2006 1986-1992 1993-2000 2001-2002 2003-2006

average yearly growth rates in %

Nominal (in values)

Re-exports 10.9 9.2 5.0 155 -0.9 9.7
Domestically produced exports 10.6 4.2 3.6 5.8 11 3.7
Total exports of manufactures 10.7 6.1 4.0 9.2 0.2 6.5
Real (in volumes)

Re-exports 5.8 12.0 9.1 17.2 2.9 11.7
Domestically produced exports 6.4 3.7 4.0 4.9 0.2 2.6
Total exports of manufactures 6.2 6.7 5.4 9.3 14 6.8
Price

Re-exports 4.9 -25 -3.7 -15 -3.6 -1.9
Domestically produced exports 4.0 0.5 -0.4 0.9 0.9 11
Total exports of manufactures 4.2 -0.6 -14 0.0 -12 -0.3

average level
Re-exports’ nominal share b 26.8 27.7 37.1 44.9 47.4

a
From 1995 onwards, revised National Accounts data have been used. For the years before 1995 the original National Accounts data

have been corrected for the revision of the National Accounts using fixed revision quotes.

b . .
Nominal share of re-exports in total exports of manufactures.

Re-export growth accelerated in particular fromeinel of the 1980s onwards. In the years
following the publication of the European Commisésowhite paper entitled ‘Europe 1992’ in
1988, many foreign distribution centres were essabl in the Netherlands, which sparked off
an increase in re-exports. And the establishmethieingle market within the EU in 1993 also
provided a strong growth impulse for re-expdtts.

° See Kusters, Ligthart and Verbruggen (2001).
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Figure 3.1
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Furthermore, it is striking that re-export growtloderated significantly in 2001 and 2002, both
by historical standards and in comparison with dstinelly-produced exports. The background
to this was the sharp fall in global sales of cotamiand consumer electronics during these
years (see figure 3.1). This downturn was a resptmshe overinvestments in ICT firms and
new software owing to the high expectations ofititernet and the millennium bug problem.
Because computers and consumer electronics actmmsubstantial share of re-exports, re-

export trends were relatively unfavourable durihig period.

World-wide nominal sales of ICT-products  , 1990-2005
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Source: WTO, International Trade Statistics 2005, www.wto.0rg.

Since then, re-export growth has surged again ag¥eg volume growth of nearly 13% per year
over the past three years. This is due in patteécstustained popularity of ICT products, the
accession of China to the World Trade OrganisaWimO), and the enlargement of the
European Union with 10 new member states in 2084 figure 3.2).

Re-exports are likely to increase by double digit8007 and 2008 as wefl European
consumers are spending more on all kinds of eleitispand European businesses are investing
more in computers and peripheral equipment. Becaiseports will probably continue to post
very strong growth, the value of re-exports of nfacotures will exceed that of domestically-
produced exports for the first time in 2007. Adetiain volume terms the change is even more
impressive, because the prices of many typicakpse goods — such as computers and
electronic equipment — have fallen sharply in régears.

% See CPB (2007).
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Figure 3.2

Origin and destination of Dutch re-expor
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When analysing the relative performance and cortipetiess of the Dutch economy on the

world market, it is important to take account of gtructural growth differential between

domestically-produced exports and re-exports. ihisr the following reason. Setting the trend

in Dutch total exports of manufactures againstgtmavth of Dutch export markets yields a

rather reassuring picture. Since 1970, both vaegbkve been moving more or less in tandem,

which implies that the share of Dutch exports inldidrade is broadly stable (see figure 3.3).

However, this constant market share is the balaht®@o opposed movements: the market

share of domestically-produced exports has beelndeg steadily since 1985, while that of re-

exports has been growing steadily. Hence the Duatket performance looks completely

different in terms of the relative trend in domeatiy-produced exports rather than re-exports

or total exports?

In its economic analyses, CPB distinguishes betwleemestically-produced exports and re-

exports. The reason for this is not so much thatténds of these two components are

diverging, but rather that the main explanatoryalales and the economic significance of these

two components are very different. Consequentlgse¢htwo components are distinguished in

CPB's large-scale econometric models, such as Athed SAFFIER?

 In figure 3.3 the trends in domestically-produced exports, re-exports and total exports (of manufactures) are set against

export market growth. This ‘export market growth’ is constructed by reweighting the import flows of 34 countries and eight

product groups, whereby the weightings are based on the composition of total exports. Ideally, the weightings used to

calculate market growth for re-exports should be different from those for domestically-produced exports. This is discussed in

greater detail in chapter 5.

2 See CPB (2006b), pp. 30-32, and Kranendonk and Verbruggen (2006), pp. 32-36.
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Figure 3.3 Volumes of domestically-produced exports , re-exports and total exports of manufactures agai  nst
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Source: CPB (2007).

The development of re-exports over the short teepetds in particular on the demand for
typical re-export goods, such as computers anduwoaselectronics. Because of the size and
the sophistication of the Port of Rotterdam, Scbigtirport, the connections with the
hinterland and the Dutch businesses distributiegelgoods across Europe, much of the
European demand for these goods runs via the Netitsr. In order to retain this strong
position over the longer term, good infrastructwitt be more important than, say, unit labour
costs in comparison with other countries, becalisse costs account for only a very small
proportion of total costs. The prices of re-expwbds certainly determine the attractiveness of
these goods, but because nearly 90% of these @rieatetermined by the import prices, the
relative prices say nothing about the relative cetitipeness of the Dutch ‘re-export sectbt'.
For instance, if computers or other typical re-axgmods become relatively cheap, then the
demand for these goods and hence re-exports witase, and this development will not be
significantly affected by unit labour costs in tinede and distribution sector. The situation is
completely different for domestically-produced ergoOver the short term, domestic cost
factors on average determine more than 60% oftkeadl price of domestically-produced
goods' In that case, then, the price balance comparéatéign competitors certainly has an
impact on the competitiveness of Dutch businesses.

% See CPB (2002), pp. 31.
* See Kranendonk and Verbruggen (2006), pp. 96.
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The above serves to emphasise that fewer Dutcluptioth factors are deployed in the re-
export trade. Generally speaking, the prices adelgoods are determined not by the Dutch
distributor but by world trade prices. Hence thesgradded value per euro for re-exports is
lower than for domestically-produced exports. Wit help of input-output analysis, it can be
calculated that, for re-exports, just over 9 eunts®f gross added value was created for each
euro in 2004, compared to an average of more thaguéocents for domestically-produced
exports, a considerably higher figure in other veofsee table 3.27.This means that an
increase in re-exports will have completely diffetrenplications for GDP growth and
employment, say, than a similar increase in ‘Madeélland’ exports®

a

Table 3.2 Cumulated Production Structure matrix for the Dutch economy, in billion euros, 2004
Domestically- Re-exports of Exports of Exports of Domestic  Total
produced manufactures services energy  expenditures
exports of
manufactures
Gross value added 76.8 10.3 54.9 8.8 337.8 488.6
Final imports 96.5 52.6 149.1
Intermediary imports 48.4 2.4 16.9 14.0 61.8 1435

Total output

125.2 109.2 71.8 22.8 452.3 7813

a Including stock building.

The relatively low added value per euro does namteat re-exports are economically
unimportant. On the contrary, in 2004 re-exportsagated EUR 10.3 billion in added value,
about the same as the chemical industry and apgainore than electrical engineering or
catering, for instance. What is more, over the pastde the growth in re-exports contributed
nearly 0.3 percentage points per annum on avetagednomic growth. This is not only
substantially more than the average GDP contributivinvestments, say, over these years; it
also amounts to more than 10% of the total GDP tra#2.6% per year on average during
this period.

Domestically-produced exports contributed just ur@l&% percentage points per year on
average to GDP growth over the past decade, ndadlgle the corresponding GDP
contribution made by re-exports. Per euro, theesbédomestically-produced exports in GDP
is nearly seven times greater than that of re-agpétence the contribution of re-exports to

*® see Kranendonk and Verbruggen (2005). The reported gross added value amounts per euro are averages. The actual
amounts can be substantially higher or lower for specific goods. In the input-output analysis, stock building, which can make
either a positive or a negative contribution, is netted with the largest expenditure category, namely domestically-produced
exports, for technical reasons. This has no significant impact on the outcome of 61 eurocents of gross added value per euro
for domestically-produced exports.

15 CPB takes explicit account of this when making short-term forecasts for the Dutch economy. That this is not, or not yet,
done by other organisations (such as the OECD or the European Commission) is often one of the main reasons for the
forecasting differences between CPB and these organisations.
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GDP growth is large in relative terms during thei@e in question, which is due to the
relatively strong volume growth in this export agtey.
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4.1

Re-exports in other countries

The above shows that Dutch re-exports expandetiveliastrongly over the past decades, are
now of virtually the same magnitude in euro termslamestically-produced exports, and have
a different product mix. In this chapter we willaxine whether re-exports in other countries
have developed in similar ways. An awkward aspethis context is that only a few countries
gather data on re-exports systematically and canaial basis. We therefore have to rely in
part on calculations from studies which have beadeon an incidental basis. Moreover, there
is no international agreement on the definitiorrefexports’. So even when figures on re-
exports are available, the differences in definisi@nd statistical methods mean that it remains
an open question whether these figures can be aechpaoperly with those covered by the
Dutch definition of re-exports. The results therefbave to be interpreted with great caution.
First we will look at several specific countriegmely Germany, Hong Kong and
Singapore. Then we will place re-exports in a bevdéluropean context. This will be done by

analysing input-output tables in a number of sarypkes.
Germany

Chapter 2 showed that Germany is the largest méok&utch re-exports. But are the Germans
also engaged in re-exports? Although the availaddéerial is less detailed than that for the
Netherlands, this question can be answered wittmayles. In 2002, the value of German re-
exports — described as ‘Exporte von importiertene@il (‘exports of imported goods’) —
amounted to EUR 111 billion, or more than 15% o¢é&ltgoods export§. The share of re-
exports in total exports is thus considerably semahan in the Netherlands, but the trend is
upwards, because in 1991 re-exports accountedntgr7i®s of total exports in value terms.
Between 1992 and 2002, nominal re-exports increbgedB.9% per annum on average, while
domestically-produced exports (‘Exporte aus inl&ader Produktion’) increased by 5.4% per
annum on average during this period. If we assurag &s in the Netherlands, the prices of
German re-exports rose less fast than those of sica#ly-produced exports during this period,
then the growth differential will be even wideninlume terms. No figures are available on

this, however.

" Source: Destatis (2004).
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Table 4.1 Structure and import intensity of exports in Germany, in value terms, 1991-2002
1991 1995 2000 2002  1992-2002
billion euros annual
average
change in %
Re-exports (1) 26.6 42.6 91.7 111.4 13.9
Domestically-produced exports 347.5 379.3 570.4 621.1 5.4
Total exports (2) 374.1 421.9 662.2 732.5 6.3
Imports (final and intermediary) used for 99.8 125.2 252.3 283.9 10.0
exports (3)
in percentages
Re-exports’ share; (1) : (2) 7.1 9.9 13.8 15.2
Import intensity of exports; (3) : (2) 26.7 29.7 38.1 38.8

Source: Destatis (2004).

4.2

The increase in re-exports and import penetratasot gone unnoticed in Germany either.
Comments and publications by Hans-Werner Sinn,igeas of the renowned IFO institute,
sparked off a lively debate on the notion of Gerynas a ‘bazaar economy’ (‘Basar-Okonomie
Deutschland’)'® Although there is no consensus in Germany as &then the phenomenon of
the ‘bazaar economy’ is a cause for concern orthetg is general agreement on the
backgrounds to the phenomenon: ‘The growing baaetiwrity and the processes on which it is
based (outsourcing, offshoring, import of internagdiinputs) are the result of the
intensification of the international division obleur and the specialisation and cooperation of
companies under the conditions of open markets,dhmices of location and competitidn’.
These backgrounds are in part the same as thgsensble for the systematic increase in re-
exports in the Netherlands. It is also possiblé @erman re-exports have benefited from
political factors such as the accession of Eadfemopean countries to the EU, which has put
Germany even more at the centre of the Europeakatntran before.

Hong Kong

Because of its special location in relation to @hiHong Kong holds a special place with
regard to re-exports. Last year, no less than 9#Pdoog Kong'’s total nominal goods exports
consisted of re-exports. Some 62% of these re-¢xpeare ‘Made in China’. As much as 22%
of all trade flows (excluding transit trade) to @ngim China was conducted via Hong Kong in
2005. Including transit trade, this percentage aassiderably higher. From the mid-1990s on,

8 see e.g. Sinn (2003, 2005), KfW (2004) and Diekmann, Meurers and Felgentreu (2004). For an overview of the many
publications and interviews on this issue, see http://www.cesifo-group.de. See also the box on this issue in CPB (2006c),
p. 42.

% See KfW (2004), p. 7.
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the value of domestically-produced exports decliste@dily, and Hong Kong has concentrated
more and more on re-exports to and from China &t producing goods itself. ‘Made in
Hong Kong’ has been replaced by ‘Shipped in Hongdlo

Table 4.2 Re-exports and domestically-produced expo  rts in Hong Kong, in value terms, 1982-2005
1982 1990 2000 2005 1983-2005
billion Hong Kong dollars annual average
change in %
Re-exports(1) 44.4 414.0 1391.7 21141 18.3
Domestically-produced exports 83.0 225.9 181.0 136.0 2.2
Total exports of goods (2) 127.4 639.9 1572.7 2250.2 13.3
in percentages
Re-exports’ share; (1) : (2) 34.9 64.7 88.5 94.0

Source Business-Stat Online (BSO), http://stat.tdctrade.com.

4.3

Singapore

Another country in Asia where re-exports play aonaple is Singapore. The main destination
for Singapore’s re-exports is Malaysia, followedatne distance by China and Hong Kong. In
2005 less than 10% of re-exports went to Europth thie United Kingdom, Germany and the
Netherlands the main destinations. As in the cAsleeoNetherlands, the share of re-exports in
Singapore’s total exports hovers around 50%. Owvepiast decade, Singapore’s re-exports
have expanded faster than domestically-producedrexgboth in value and volume terms. But
the differences in growth rates are smaller thathénNetherlands. The reason for this is that, in
the case of Singapore, the product mixes of boploexcomponents are more similar than in the
Netherlands. Thus in Singapore, ICT-related proslacé the main product category, not only in
re-exports but also in domestically-produced export
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Table 4.3

Re-exports and domestically-produced expo  rts in Singapore, 1995-2005 a

1995 2000 2005 1996-2005
in value in volume
terms terms
billion dollars (nominal prices) annual average

change in %

Re-exports (1) 69.0 101.9 175.1 9.8 11.1
Domestically-produced exports 98.5 135.9 207.4 7.7 8.9
Total exports (2) 167.5 237.8 382.5 8.6 9.9

in percentages

Re-exports’ share in total exports of 41.2 42.8 45.8
goods; (1) : (2)
Re-exports’ share in exports of 44.8 47.4 52.4

manufactures (total excluding oil)

a
Figures before 2003 are excluding the trade with Indonesia.

Source: Yearbook of Statistics Singapore, chapter External Trade, Europe.

4.4

Europe

To gain an understanding of the development ofkpoes in a number of other European
countries, we have studied the input-output tafilethese countries. It is possible to derive
from these tables the proportion of exports oritjirgfrom final imports?® Unfortunately
comparable input-output tables are not availabl@focountries, and the figures are not very
recent?* Nevertheless, these figures do give an impressidne importance of re-exports.
Table 4.4 shows the values derived from the inptpat tables for domestically-produced
exports and re-exports of manufactures in 19952810. The value of re-exports can be
retrieved directly in these tables as imports far purpose of exports. We first looked at the

importance of re-exports, and then we examinegtbduct mixes for the various countries.

Apart from a different mix effect, the geographicalimposition of domestically-produced
exports and re-exports may, of course, also diffechapter 2 it emerged that these differences
were not large for the Netherlands. We have noirésxed this for other countries. We suspect
that the difference for other European countridéalgo be limited, because European
countries after all trade primarily with each other

2 As in table 3.2, a distinction can be made for these countries between intermediate and final imports for the purpose of
exports. Only final imports for the purpose of exports count towards re-exports.

2 Most European countries draw up input-out tables (in current prices) only once every five years. Under the Eurostat
commitments, these tables must be available within three years of the end of the reporting year. Hence it will be some time
yet before the tables for 2005 will be available.
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Table 4.4

Exports of manufactures in some European countries, 1995-2000

1995 2000 Nominal change
Total Domestically- Re- Total Domestically- Re- Total Domestically- Re-
exports produced exports exports produced exports exports produced exports

billion euros annual average change in %
Belgium 106 76 30 153 103 50 8 6 11
Denmark 34 29 5 45 36 9 6 5 12
Germany 357 315 42 558 467 91 9 8 17
Finland 29 29 0 49 47 2 11 10 39
France 297 206 91
Netherlands® 124 83 41 196 112 84 10 6 15
UK 154 146 8
Sweden 57 56 1 87 85 2 9 9 9

a ) A .
Dutch figures are revised National Accounts’ data.

Source: Eurostat.

Importance of re-exports in Europe

The importance of re-exports varies widely from oy to country in Europe. In the case of
Sweden, Finland, Denmark, Italy and probably afsolnited Kingdom, re-exports play a
relatively small role in both absolute and relatigans. It is no coincidence that these are
countries which find themselves in unfavourableggaphical locations from a transport
perspective. In Germaffy and above all in France, the share of re-expsntsore substantial.
Because these countries have large economies,texgrerless important in relative terms. The
strong growth of re-exports therefore has less hpa economic growth in these countries.
Belgium and the Netherlands have the largest remxgectors in relative terms. The
geographical location of these countries and tlesgmce of large seaports doubtless play a
major role in this respect.

In Belgium, the Netherlands, Germany, and prob&bodnce as well, the value of re-exports
increased sharply between 1995 and 2000. Unforlynttis cannot be confirmed for France,
because no data is available for 1995. In thesatdes, the growth of re-exports exceeds those
of total exports and GDP. Most probably the differe is even greater in volume terms. In the
Netherlands, ICT products account for a large sbére-exports, and the prices of these goods
have fallen sharply in past years. Since the prad¢es-exports are formed on the world market,
it is likely that the prices of re-exports havddalin other countries as well. All this depends on
the product mix of re-exports, however. We will exae this in greater detail in the next

section.

2 The figures for Germany shown in table 4.4 do not tally with those in table 4.1. This is because table 4.4 refers to the re-
exports of manufactures (i.e. goods excluding energy and oil products), while table 4.1 refers to the total exports of goods
and services.
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Product mixes in Europe

In the investigation into the structure of Dutclpexs, it emerged that there were differences in
the product mixes of domestically-produced expand re-exports. This section will analyse
whether this is the case for other European caesais well. Tables 4.5 and 4.6 show the shares
of the various product groups in the domesticaligeguced exports and re-exports of
manufactures (i.e. goods excluding energy androifipcts) in eight European countrfés.

Table 4.5 shows that agricultural products and $baffls constitute a major share in the
domestically-produced exports of the Netherland=ark, and to a lesser extent France and
Belgium. Chemical products are actually importamnthie domestically-produced exports of all
European countries under consideration. This apptie most in the Netherlands and the least
in Finland. The exports of pulp and paper are irngdét important for Finnish and Swedish
exports, while transport equipment has a largeesilaGerman exports. This is hardly
surprising in the light of the prominence of ther@an automotive industry.

Table 4.5

Composition of domestically-produced expo rts of manufactures, 1995-2000

Belgium Denmark Germany Finland France Netherlands United Sweden

Kingdom

average value share in %
Agricultural and food
products; beverages and
tobacco 12.7 31.7 5.5 3.6 13.9 315 8.7 3.0
Mining and quarrying 0.6 0.2 0.2 0.3 0.2 0.3 1.4 0.9
Textile and leather
products 6.6 4.0 2.8 1.8 4.5 2.2 4.9 14
Pulp and paper products;
printing and publishing 3.3 2.6 4.1 235 2.9 4.3 3.4 11.9
Chemicals and chemical
products 21.3 12.6 14.5 6.0 15.7 21.9 16.2 9.0
Basic metals 11.6 2.4 6.5 6.6 4.9 3.4 4.9 7.5
Machinery 6.4 14.5 16.9 12.6 8.0 6.0 12.5 13.6
Computers 0.6 0.3 1.2 0.4 1.6 1.2 7.2 0.6
Radio, television and
communication equipment 3.3 3.3 3.9 19.9 6.8 6.4 7.6 14.7
Transport equipment 16.8 3.3 24.0 4.4 24.9 7.7 15.7 171
Other products 16.9 25.1 20.3 20.9 16.7 15.2 17.5 20.4
Total 100 100 100 100 100 100 100 100

Source: Own calculations based on Eurostat data.

% It should be noted here that a number of countries only distinguish industries in the input-output tables. Strictly speaking,

then, we have taken the exports and re-exports of particular industries as approximations of exports and re-exports of the

associated product groups.
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In general, the eight European countries underideration export few computers, radios,
televisions and telecom equipment. Finland (ara lesser extent the United Kingdom) is the
exception. Finland’s exports are heavily influenbgdhe presence in that country of a major
player in the mobile phones’ market. In the casthefUnited Kingdom, the close commercial
links with Ireland could be a factor. A number 6fTl multinationals have set up subsidiaries in
Ireland, and some of the consequent trade flows miaydministratively via the United
Kingdom.

Among re-exports, the shares of chemical produetsedatively high for most countries. Two
exceptions are Finland and the United Kingdom. ifesxaind footwear are important in the re-
exports of Denmark, Germany and Sweden. It isisgikhat computers only account for large
shares in re-exports in the Netherlands, the Uriiieddom and Sweden.

Table 4.6 Composition of re-exports of manufactures , 1995-2000

Belgium Denmark Germany Finland France Netherlands United Sweden

Kingdom

average value share in %
Agricultural and food
products; beverages and
tobacco 8.0 13.5 4.2 10.6 4.8 8.1 0.0 10.6
Mining and quarrying 13.0 0.1 0.2 0.1 0.2 0.6 18.2 0.0
Textile and leather
products 4.4 15.3 10.9 0.8 6.6 7.0 0.0 17.7
Chemicals and chemical
products 17.6 8.8 8.2 0.4 16.5 13.5 0.0 19.1
Basic metals 3.1 3.3 3.2 14 6.2 4.3 14.2 3.6
Machinery 8.3 10.0 9.3 55 10.9 7.2 0.0 7.4
Computers 4.7 8.8 10.9 8.0 7.1 24.0 29.7 19.3
Radio, television and
communication equipment 4.6 9.9 12.7 3.4 9.8 13.6 21.9 3.7
Transport equipment 13.7 11.6 18.3 65.5 19.5 4.7 12.7 10.7
Other products 22.5 18.6 22.2 4.3 18.6 16.9 3.3 7.8
Total 100 100 100 100 100 100 100 100

Source: Own calculations based on Eurostat data.

In France and Germany, it is mainly transport emquépt which is exported again after first
being imported. And in Finland, transport equipma&ctually accounts for more than half the
re-exports. These are probably Russian cars deskimehe European market, or European cars
destined for Russia. It should be borne in ming:h#rough, that Finland’s total re-exports are
negligible, which makes the breakdown more susbkpto exceptional and incidental factors.

It seems that each country has its own niche wigfard to re-exports. This may be due to the

presence of specific companies or knowledge inumtry or to logistical aspects. For instance,
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minerals account for a relatively large share ofgi@en’s re-export$? It is more than likely
that these are diamonds. Antwerp is a major cénttiee international diamond trade.
Diamonds are usually treated as minerals in théssts. In addition to the influence of
economic specialisation, it is also possible ttetigtical aspects play a role. Among other
things, differences in the demarcation of the vasiexport flows, as mentioned in the box in
chapter 2, may influence the results.

In the Netherlands, there is a difference in thedpct mixes of domestically-produced
exports and re-exports. This is also the casehiardEuropean countries where re-exports are
relatively important, specifically Belgium, Germaagd France. Computers do not play as
important a role in re-exports as in the Nethertard France, for instance, transport equipment
is important. In theory, the calculation of exporarket growth for these countries should take
these differences into account. In the next chapéewill consider this issue in greater detail.

% Minerals also have a large share in the United Kingdom'’s re-exports. This is probably due to the presence of the London
Metal Exchange, the main international exchange for minerals, in the British capital.
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5.1

Implications for performance indicators: some ten tative
calculations

The international re-export trend calls for a residaration of a country’s performance
indicators. In section 5.1 we will examine the ifoations for the concepts of ‘export
performance’ and ‘market performance’. In ordepobgain an accurate picture of market
performance, which shows how the exports of doroalyi-produced manufactures are
developing compared to the exports of foreign cditgrs, export market growth has to be
corrected for the implications of the spectaculamgh of re-exports at home and abroad.
Specifically, two corrections have to be made, Wwhigll be explained in section 5.2. And
finally, in section 5.3 we will discuss the implians of the international re-export trend for the
calculation and interpretation of the performanudidators for the Dutch economy.

Divergence of export performance and market per  formance

A widely-used method to analyse the trends in axtrgis export performance and market
performance is to correlate the volume growth tdiltexports with export market gronthin

this context, ‘export market growth’ is regardedaasapproximation of the growth of the global
market for a country’s export products. Howeveeg $pectacular growth of re-exports in
various countries (see chapter 4) calls for a nicatibn of the above method. Because of the
international re-export trend, the concepts of @xperformance’ and ‘market performance’ no
longer coincide, and these concepts therefore twakie distinguished.

A country’s export performance says something atimitvolume growth of exports compared
to the volume growth of the country’s export maskeX country’s market performance tracks
the trend in domestically-produced exports comp&oeather countries’ domestically-produced
exports or the exports of foreign competitors. Arajor domestic producers of export goods
able to hold on to their share of the world maidketot? These type of questions can be
answered using the concept of market performance.

Because of the international re-export trend, tBeds in export market growth and world
production of export goods are increasingly diveggiA specific example may clarify this. In
the past, when Chinese-produced clothes were ghifppsn Shanghai in China to Hamburg in
Germany, these items were counted once in worttbtstatistics. When the same clothes are
now first exported to Hong Kong, where English-laage labels are stitched in, after which the
clothes are shipped to Rotterdam, where the cateuittions are added for the German market,
and the clothes are then transported to Germaaysame items are included three times in
world trade. This is one of the reasons why warddi¢ is growing faster than world production
of export goods. This is called the ‘inflation effeof the international re-export trend.

% gee e.g. OECD (2006), Statistical Annex Tables, table 44.
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By way of illustration, in annex A we have workegt the implications for export market
growth when a country decides to export goods ri@ter country, where some minor (non-
manufacturing) processing takes place. The upshtbait this affects export market growth for
all countries, even for those countries which areinvolved in re-exports at all, whereas it

does not affect world production of export goods.

Figure 5.1 shows how a country’s export performaaucg market performance relate to each
other. Both the export component of the countrguestion (‘the numerator’) and the variable
to which these exports are correlated (‘the denaioiry differ for both indicators. Export
performance is concerned with total exports intretato export market growth, while market
performance is concerned with domestically-produsgabrts in relation to export market

growth corrected for re-exports.

Figure 5.1 Two alternative exports performance indi  cators
Relevant
world trade
A
Total exports » Export performance Inflation
effect
Domestically-
Re-exports produced > Market performance
exports

'Y

Relevant
world trade
adjusted for

re-exports

Both concepts have their own specific advantagdsd@advantages. Export performance is the
(weighted) average of the market performance obgiugy producers and the trade and
distribution sector. The advantage of this mea@utieat it can be calculated relatively easily.
But the disadvantage is that the development oéxpert performance says relatively little
about the performance of domestic exporters. Mgskefiormance is more revealing, but its
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major disadvantage is that as yet there are nabelidata on export market growth corrected
for re-exports?®

The difference in the development of both indicatisrstrongly evident in the Netherlands.
Because over past decades re-exports have growtastiblly faster than domestically-
produced exports (see figure 3.3), the export perdmce paints too rosy a picture of the
relative performance of domestically-produced exporhat is why CPB decided in 2001 to
correlate not only volume growth of total expotist also that of domestically-produced
exports to export market growth. Since then theparés have been considered in the Spring
Forecasts and the Macro-Economic Outlooks as appations of market share, or market
performance. However, correcting Dutch exportsrésexports while not doing so for export
market growth yields an overly sombre picture ofkes performance. Not correcting export
market growth for re-exports overestimates the ginosf the global market for ‘Made in
Holland’ products, and hence the loss of marketeshg Dutch exporters.

Export market growth corrected for re-exports

In order to construct a better indicator of manetformance, it is necessary to compare the
export component with the appropriate export magketvth. Export market growth is
calculated by weighting the growth of import volusr(ef the destination countries for Dutch
exports) with the export shares of count@esl product groupd’ Export market growth
calculated in this way is also called ‘doubly-reglgied’ world trade. The shares of countries
and product groups in exports are based on totadrex

To calculate market performance, the volume groeftlomestically-produced exports is
compared to export market growth corrected forxpests. To calculate export market growth
corrected for re-exports, two corrections havedamiade to the world trade figures. First the
proportion of import volumes intended for re-exploats to be subtracted from the total: the so-
called ‘inflation effect’. This corrects for re-eag trends in other countries. Then these import
volumes have to be reweighted to reflect the exgloates of countries and product groups. This
should be based on the weights in the Netherlasmisiestically-produced exports, which differ
from the weights in total exports. This deals wifth ‘mix effect’. From this perspective, export
market growth corrected for re-exports can be rdgadrmas ‘triple-reweighted’ world trade.

% Another disadvantage is that comparisons are made only with other export countries. This excludes the trade partners via
domestic provision (domestic sales). Competition of, say, Dutch brewers with German brewers on the German market is
thus not reflected in this indicator.

#" For a more detailed explanation of CPB'’s calculation of world trade figures compared to those of the OECD, IMF and
WTO, see Van Welzenis and Suyker (2005).
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Correction for the international re-export trend

Because there is no re-export data for many cas)tthe magnitude of the re-export effect on
export market growth cannot be determined accwyralt@wever, it is possible to calculate the
average magnitude of the inflation effect betwe@@6land 2000, because nominal re-export
figures are available for a number of countriesf895 and 2000. By making some
assumptions on price movements in re-exports artti@molume and growth of re-exports for
countries for which no data is available, it is §ibke to calculate the trend in export market
growth excluding re-exports. Because of the wideentainty margin, we have made
calculations under different assumptions, which biorad can give an impression of the
magnitude of the inflation effect. The method ug®dhese calculations and the outcomes are
explained in annex B Here we restrict ourselves to presenting a comsisevas well as a high
estimate of the inflation effect of internationat@xport growth on export market growth.

The conservative estimate assumes that there aeeexports in countries where no re-
exports are recorded, and that the price moventdntsexports and other imported goods are
the same. In that case, the growth of the globpbexmarket is overestimated by 0.6
percentage points per annum on average in thecharider consideration. The overestimate
naturally increases as the volume of re-exportégher and expands faster. In the high
estimate, it is assumed that in the missing coemittie re-exports are of a similar magnitude
and are developing broadly along the same linés & countries observédin that case, the
volume growth of the world market for ‘Made in Hafid’ exports increased by 1.4 percentage
points per annum less on average than export mgr&eith in the period under consideration.

Between 1996 and 2000, the volume of export magkatith expanded by 7.2% per annum
on average. From that perspective, between 8 atrddt@xport market growth during this
period can be attributed to the international rpegktrend.

To gain an impression of the magnitude of the tidtaeffect, we made a total of 60
calculations under different assumptions (see a®)eln these calculations, the inflation effect
ranges from a minimum of 0.6 percentage pointsriaaimum of 2.3 percentage points per
annum. The various assumptions were based onaatatintries for which re-export data is
available. This may lead to an overestimation efittflation effect. After all, it seems plausible
that countries for which re-exports are relativiehportant will be more inclined to gather data
on this phenomenon than countries for which re-etspare not important.

In the years following 2000, with the exceptior2®02, re-exports also grew relatively
strongly, although the growth rate was less spetaathan between 1996 and 2000. For the
years after 2000, data on re-exports is availatni@¥en fewer countries at the moment.

% For a more detailed explanation, see Mellens (2007).

% This high variant assumes that the share of re-exports in imports is 15%, that the value of re-exports increases by 5% per
annum more on average than the value of total imports, and that the prices of re-export goods fall by 1 percentage point per
annum more on average than the prices of imports.
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Tentative calculations (see annex B) suggest arageenflation effect of 0.3-0.7 percentage
points per annum between 2001 and 2004, whichlighet calculated for the period between
1996 and 2000.

Correction for the mix effect

For the Netherlands, figures are available forgheduct mixes of both domestically-produced
exports and re-exports. Consequently, for the N&thds, the reweighting of import volumes
by product groups can take account of the facttti@product mix for domestically-produced
exports differs from the product mix for re-expofgee chapter 2). As far as the destination
countries are concerned, the differences betwearedtically-produced exports and re-exports
are quite small (see table 2.2), so that we alidi@m this.

Figure 5.2 Relevant world trade growth, weighted wi  th different product mixes, 1996-2004
16, %

14 -

12 -

01 —— weighted with product mix of total exports
2] == weighted with product mix of domestically produced exports
----- weighted with product mix of re-exports
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CPB has conducted some initial calculations orbtes of classifications at a high aggregation

|.30

level* This involved the reweighting of import volumes thwe export share of the goods in

domestically-produced exports and re-exports respeg.>! This means, for instance, that the
importation of machinery, electronic equipment aochputers weighs more heavily in the
calculation of export market growth for re-expdtian in the calculation of export market

% See G. van Welzenis, ‘Pakketherweging van de relevante wereldhandel van Nederland’, CPB Memorandum, forthcoming.
% These weightings are based on the product classifications used in the National Accounts, while total export market growth
is based on the SITC classification. The SITC classification is the most widely used for international figures, but these
statistics do not distinguish between domestically-produced exports and re-exports. For our calculations, we tried to match
the two classifications as closely as possible, but a perfect match is not possible because of the different allocations of some
goods. For that reason, the weighted growth figures of export market growth for domestically-produced exports and re-
exports do not add up exactly to the total export market growth.
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5.3

growth for domestically-produced exports. The d#feces in export market growth when the
different product mixes are taken into accountsateout in figure 5.2.

It follows from figure 5.2 that in most years, expmarket growth weighted with the product
mix for re-exports grows faster than export maidgeiwth weighted with the product mix for
domestically-produced exports. It seems that tioakets where re-exports are relatively
strongly represented tend to grow somewhat fasterast years than those markets where
‘Made in Holland’ products are relatively strongbpresented. Exceptions are the years 2001
and 2002, when sales of ICT products tumbled. Betm&996 and 2004, export market growth
weighted with the product mix for re-exports incsed by 0.4 percentage points per annum
more on average than ‘traditional’ export markedvgth, which is weighted with the product
mix for total exports. Between 1996 and 2000, tleéghting effect averaged 0.8 percentage
points per annum, and between 2001 and 2004 iagedraround 0%.

The weightings of import volumes were applied atgh aggregation level. As stated in
chapter 2, the differences between domesticallghpred exports and re-exports become
greater at a more detailed level. Because of teerade of the necessary data, it is not possible
at the moment to apply the weighting at a lowerragation level. But it is likely that the
correction arising from the differences in the prodmixes will be somewhat greater in more
disaggregated calculations. However, we are urtalday whether the difference is marginally
or substantially greater.

Performance indicators for Dutch exports

What does the above mean for the calculation atedgretation of the performance indicators
for Dutch exports? Table 5.1 shows different perfance indicators for Dutch manufacturing
exports. From this, it follows that the export permhance of the Netherlands was positive
between 1996 and 2000. During this period, thewelwf total exports expanded by 2.4
percentage points per annum more on average tkearotime of ‘doubly-reweighted’ export
market growth. This was due mainly to the excelfgrformances in 1997 and 2000, when re-
exports posted spectacular growth. In short, thenfavourable trend in the Dutch export
performance relies above all on the good perforreaie by the trade and distribution sector.

The trend in market performance presents a lessufable picture. On the basis of the
traditional method, Dutch manufacturing exportest imarket share every year between 1996
and 2000. According to the traditional method, ltss of market share averaged 2.6% per
annum between 1996 and 2000.
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Table 5.1 Performance indicators of Dutch exports o

f manufactures, 1996-2004

b

1996 1997 1998 1999 2000 1996-2000 2001-2004
annual volume changes in %

Exports
Total exports (1) 36 114 7.3 9.2 164 9.6 3.8
Domestically-produced exports (2) 2.4 6.2 3.3 4.3 7.0 4.6 1.2
Re-exports (3) 6.0 211 137 169 29.6 17.5 7.1
Relevant world trade
Traditional % (4) 48 70 80 50 111 7.2 4.0
Idem, weighted with product mix of domestically-
produced exports (5) 4.4 6.4 7.3 4.2 9.6 6.4 4.1
Inflation effect, conservative estimation (6) 0.6 0.6 0.6 0.6 0.6 0.6 0.3
Inflation effect, high estimation (7) 1.4 14 1.4 14 1.4 14 0.7
Performance indicators
Export performance (1 -/- 4) -1.2 44 -0.7 4.2 53 2.4 -0.2
Market performance:
Traditional calculation (2 -/- 4) -24 -08 -47 -07 -41 -2.6 -28
New calculation with conservative estimation of
inflation effect (2 -/-5 + 6) -14 04 -34 0.7 -20 -1.2 -2.6
New calculation with high estimation of inflation
effect (2-/-5+7) -0.8 1.2 -26 15 -1.2 -04 -2.2

a h ) ) .
Including re-exports and weighted with product mix of total exports.

b . . . . .
Figures for the period 2001-2004 are surrounded with relatively large uncertainty margins.

Because Dutch exports are corrected for the effefats-exports but export market growth is
not, this results in an overly sombre presentatibtine situation. When domestically-produced
exports are correlated with ‘triple-reweighted’ expmarket growth — taking account of the
international re-export trend — then our tentatiaéculations on the basis of a large number of
assumptions reveal an average loss of market shaging from 0.4-1.2 percentage points per
annum between 1996 and 2000. Hence there is $tiflssof market share, as is the case for
other highly developed economies, but it is sigaifitly smaller than when calculated
according to the traditional method (see figurg.5.3

By historical standards, the years 1996 to 2000beacharacterised as a period with a relatively
strong growth of re-exports (17.5% per annum orrage). In the following years (2001-2004),
re-exports grew relatively modestly (7.1% per anrarmmaverage), due in part to the sharp fall

in global sales of ICT products in 2001 and 2002twen 2001 and 2004, there was barely any
difference between export market growth weightethwhe product mix of total exports and
export market growth weighted with the product mixdomestically-produced exports.
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Figure 5.3
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In recent years, the inflation effect has also @édleompared to the period between 1996 and
2000. Hence it does not come as a surprise thaeket2001 and 2004, the overestimation of
the loss of market share by the traditional metheaks out at considerably less. This is
reflected in figure 5.3, with the shaded part (lmwthe continuous line and the dotted line)
increasing only modestly after 2000. However, ialgative terms the same conclusion applies:
the export performance paints too rosy a picturthefrelative performance of Dutch exporters,
and the traditional approach to market performagiees too sombre a picture.

Between 2000 and 2004, the loss of market sharedsed steadily, even when the trend in
domestically-produced exports is correlated with ltthwest estimate of export market growth
for Dutch manufactures. The main reason for thihéschange in price competitiveness of
domestically-produced exports, which deterioratga total of 7.5% over this period.

According to the ‘Spring Forecast 2007, re-expavib increase by an average of 12% per
annum between 2004 and 2008, while global salé8Dproducts are expected to be relatively
buoyant. On this basis, it is likely that duringstperiod the extent of overestimation of the loss
of market share according to the traditional metiiltiwork out somewhere between the
values found for 1996-2000 and 2001-2004.
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Conclusions

Dutch re-exports have been expanding explosivelgesthe mid-1980s, with the exception of a
hitch in 2001 and 2002. This study shows that arberant growth of re-exports is not just a
Dutch phenomenon, but an international trend. liteal countries studied here, re-exports have
grown faster than domestically-produced exportis ftue, however, that of the European
countries under consideration, the share of re-ggpo total goods exports is highest in the
Netherlands, where they now account for more tha#b 6f exports. A comparable share can be
found in Singapore, and in Hong Kong the figuraasv close to 95%.

Re-export goods are recorded in the import and gtatistics of several countries, and are
thus counted double in world trade at least onbe. ifiternational re-export trend explains in
part why the volume of world trade is rising fastesn the volume of world output. This
observation has implications for the indicatorsathéhed light on a country’s export
performance. A conceptual distinction has to beertaetween the concepts of ‘export
performance’ and ‘market performance’.

Export performanceompares the volume trend of a country’s total etgm growth of the
country’s export markets as a whole, or ‘export kedgrowth’.Market performanceorrelates
the volume trend of domestically-produced expartthat of domestically-produced exports in
other countries or to export market growth for Dutnanufactures.

Both concepts have their own advantages and digtatyes. Export performance is the
(weighted) average of the market performance obeeps and the trade and distribution sector.
The advantage of this measure is that it can bmiledéd relatively easily. But the disadvantage
is that the development of the export performarage selatively little about the performance of
domestic exporters. Market performance is morealwg, but its major disadvantage is that as
yet there are very little data available on the dstically-produced exports and re-exports of

other countries.

Calculations of market performance which correcttf@ implications of the re-export trend are
still of an exploratory nature at the moment. Besgadata on re-exports is lacking for many
countries, many assumptions have to be made. Titetitee finding of this study is that
between 1996 and 2000, the international re-expamd had an average upward effect on the
volume of export market growth of between 0.6-ledcpntage points per annum. Between
1996 and 2000, the volume of export market growdteeded by 7.2% per annum on average.
From this perspective, between 8% and 20% of exparket growth during this period can be
attributed to the international re-export trend.

It should also be borne in mind that the product afidomestically-produced exports
differs from the product mix of re-exports. Thisdy shows that in most years export market
growth weighted with the product mix for re-expagtews faster than export market growth
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weighted with the product mix for domestic produesgborts. Between 1996 and 2000, the
weighting effect averaged 0.8 percentage pointapaum.

Allin all, export market growth for Dutch manufaceés has increased by less than
‘traditional’ export market growth in recent years.

Many organisations, such as the OECD and the Earo@®mmission, compare a country’s
volume trend of total exports to that of its expmirket to establish a performance indicator for
that country. Between 1996 and 2000, the voluntetaf Dutch exports expanded by 2.4
percentage points per annum more on average tkearotime of the Dutch export market.
However, this favourable export performance paiotsrosy a picture of the market
performance of domestically-produced exports, sthegpositive developments of recent years
are mainly attributable to the spectacular growitheeexports.

As an indication of market performance, CPB hases2Z001 compared the volume trend of
domestically-producedxportsto that of the Dutch export market. This approgegults in a
deterioration in the market performance by an ayewef 2.6% per annum between 1996 and
2000. But this in turn is an overly sombre prestoiteof the situation. Because in this approach
Dutch exports are corrected for re-export trendgendxport market growth is not, the loss of
market share is overestimated.

This study yields the tentative conclusion that mwbemestically-produced exports are
correlated with export market growth for Dutch méautures, the average loss of market share
ranged from 0.4 to 1.2 percentage points per anpetmveen 1996 and 2000. This bandwidth is
determined by the choice of either a conservative laigh estimation of the inflation effect.
Even if the implications of the international expwend are taken into account, there is still a
loss of market share, as is the case for otheflyhiggveloped economies, but it is significantly
smaller than when calculated according to the ti@thl method.

Between 2001 and 2004, re-exports grew relativeddestly (7.1% per annum on average), due
in part to the sharp fall in global sales of ICDgucts in 2001 and 2002. Between 2001 and
2004, therefore, there was barely any differenderden export market growth weighted with
the product mix of total exports and export mag@iwth weighted with the product mix of
domestically-produced exports. During this perite, inflation effect has also halved

compared to 1996-2000.

At the same time, the loss of market share incobaseadily between 2000 and 2004, even
when the trend in domestically-produced exportoisipared with the lowest estimate of export
market growth for Dutch manufactures. The mainoedsr this is the change in price
competitiveness of domestically-produced exportscivdeteriorated by a total of 7.5% over
this period.

On the basis of current perceptions, re-exportkimgrease by an average of 12% per
annum between 2004 and 2008. On this basis,ikdlyIthat during this period the extent of
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overestimation of the loss of market share accgrtinthe traditional method will work out
somewhere between the values found for 1996-2002861-2004.

Because of the limited availability of data on detiwally-produced exports and re-exports in
other countries, the above estimates have to bepited with great caution. This is all the
more so since in the light of differences in ddfons and statistical methods, it remains an
open question whether these figures can be compaoperly with those covered by the Dutch
definition of re-exports.

In order to improve our understanding of the maperformances of Dutch and
international manufactures, it is very importardattata on re-exports is gathered in a
responsible (and preferably uniform) way for otbeuntries as well, as Statistics Netherlands
(CBS) does for the Netherlands. This is all the el since the international re-export trend is
likely to continue over the coming years. Consegjyethe export performances of many
countries will say less and less about their mapleetormances.
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Annex A Effects of re-exports: a stylised example 52

Re-exports change the calculated export performanttieators. A stylised and extreme
example can clarify this. The starting points du@ itmports and exports of countries A, B, C
and D at two moments and in two scenarios. Thenagsion in the stylised example is that each
country trades only one product. Between the peii@hdt+1, trade flows increase, so that
world trade increases. In scenario 1, there anerexports and each product is shipped directly
from the exporting country to the importing countfjhe notional trade flows are represented in

the trade matrices of table A.1.

Table A1

Country

o0 w >

Imports
(total)

Trade flows between countries, scenario 1

Period t Period t+1

A B C D Exports Country A B C D Exports
(total) |— (total)
X 20 30 10 60 A X 22 33 11 66
10 X 10 20 40 B 12 X 11 26 49
20 30 X 10 60 C 24 36 X 12 72
10 10 10 X 30 D 11 12 13 X 36
40 60 50 40 190 Imports 47 70 57 49 223

(total)
Growth 175 16.7 14 225 17.4

(in %)

Scenario 2 assumes that the trade flows are the aanm scenario 1. The difference is that
country B decides to ship its exports via countryirCthis case there are re-exports, with
country C becoming the ‘re-export country’. Thiglgs the trade flows represented in table
A.2.

The example is extreme in the sense that a situatis been chosen in which a country decides
to ship all its exports via one other country. tmpiple, this assumption can be abandoned
without its having much impact on the outcorfie8.comparison of table A.2 and table A.1
reveals that world trade is ‘inflated’ in both peis, by 30 and 38 respectively. The exports
from country B to countries A and D (30 in peripaind 38 in periodt+1) are nhow counted

%2 A memorandum (in Dutch) in which the example is elaborated analytically and hence in more general terms is available
from the authors on request.

3 Another situation arises when no re-exports take place in period t, but they do in period t+1. Scenarios 1 and 2 are then
combined. In that case, the import volume of country C increases sharply, because the ‘inflation effect’ is added in period
t+1. With the exception of country C, all countries are confronted with deteriorating export performances. The weightings in
the formulas are not yet affected by the re-exports. One might wonder to what extent these weightings are representative for
the new situation. In such a case, the development of exports should ideally be divided into a part which is caused by the
shift to re-exports and a part which is caused by ‘real’ autonomous export growth.
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double. In the first instance, the transactionsracerded as exports from country B to country
C, and then as exports from country C to countfiesd D.

Table A.2 Trade flows between countries, scenario 2
Period t Period t+1
Country A B C D Exports  Country A B C D Exports
- (total) 1= (total)
A X 20 30 10 60 A X 22 33 11 66
B X 40 0 40 B X 49 0 49
(10+10+20) (11+12+26)
c 30 30 X 30 90 C 36 36 X 38 110
(20+ 10) (10+20) (24+ 12) (12+26)
D 10 10 10 X 30 D 11 12 13 X 36
Imports 40 60 80 40 220 Imports 47 70 95 49 261
(total) (total)
Growth 175  16.7 18.8 225 18.6
(in %)
How does this introduction of re-exports impactexport market growth and the export
performance of the countries in question? Tablesh@ws the export growth, export market
growth and export performance of countries A, Bar@ D. Export market growth is calculated
here as import growth weighted by a country’s exgbare. For instance, export market growth
for country A in scenario 1 is 20/60*16.7 + 30/6@*Q + 10/60*22.5 = 16.3%.
Table A.3 Relevant world trade and performance indi  cators in different scenario's
Scenario 1 Scenario 2
Exports Relevant Market Exports Relevant Market
world trade  performance world trade  performance
Country % Country %
A 10.0 16.3 -6.3 A 10.0 18.7 -87
B 22.5 19.1 3.4 B 22.5 18.8 38
c 20.0 18.0 2.1 c 22.2 18.9 33
D 20.0 16.1 3.9 D 20.0 17.6 2.4

Table A.3 shows that country B’s decision to skspeixports via country C in peridéll has
consequences for the export performances of aflratbuntries. The export performances of
countries A and D deteriorate in scenario 2 conghawescenario 1, because export market
growth has increased for these countries. Thiggabse of an increase in country C’s imports
as a result of the re-exports. Country B’s experfgrmance improves in scenario 2 because
export market growth decreases. And country C’'oetqperformance improves in scenario 2
compared to scenario 1. These calculations arfalr exports. Domestically-produced exports
are still equal to 60 in periadand 72 in periodt+1 (the values from scenario 1). If this export
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growth (20%) is compared with the new export mageeiwth for country C in scenario 2, then
its export performance still improves, but now myoone-third of that in table 5.3. Country
C’s export performance also deteriorates in scerain comparison with scenario 1, from
2.1% to 1.1%.

In principle, this worse performance of country @amestically-produced exports is a
remarkable outcome, since these exports do notgehd&@o intuitively the outcome in scenario 1
should be the same as in scenario 2. But thistitheocase, because export market growth in
scenario 2 is not a good yardstick to measure énfopnances of domestic manufacturers. For
one thing, this export market growth is ‘inflateglith re-exports. And for another, the country
weightings used to determine C’s export market ghoave different in scenario 2.

This example can also be analysed in more geresrakt The main conclusions are that re-
exports also affect the export performances of treemwhich are not involved in re-exports,
and that the impact of re-exports depends on tteedcire-exports in relation to domestically-
produced exports, and on the growth of re-exportelation to domestically-produced exports.
The above example is, of course, a highly-simplifiepresentation of reality. It can be further
elaborated, for instance by making countries bagtridutors and producers of export goods.

But this has no implications for the above condusi
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Annex B Tentative calculations to quantify the inf lation
effect

In this annex, we examine in greater detail thehadtdlogy of calculating the effect of re-
export trends on export market growth. In the finstance we will concentrate on the period
between 1996 and 2000, because most data areldedda this period. Then we will give an
indication of the effect in 2001-2004.

B.1 Method

‘Doubly-reweighted’ export market growthis calculated as the growth of import volumes
weighted by export share of the Netherlands’s tyaahtners. Part of a country’s imports
consists of re-exports, which are not destinedHerdomestic market. Imports for the purpose
of re-exports should not be included in the caltotaof export market growth as an
approximation of the market for Dutch export gootise aim is to calculate the increase in
imports excluding re-exports. The difference betverport market growth corrected for re-
exports and the original export market growth isratication of what is called the ‘inflation
effect’. The calculation of export market growthaiso affected by the fact that the export
weightings are based on total exports rather tlanestically-produced exports. This ‘mix
effect’ is not considered in this annex (see sedi@ for this).

Quantification would be straightforward if the vole of re-exports were measured in all
countries. Unfortunately that is not the case. ¥digures are available for a number of
countries and years, but price information is nmigdor nearly all countries. To estimate the
effect, assumptions have to be made concerningibging data. The key factors are (a) the
share of re-exports in a country’s imports, (b) ¥h&ue growth of re-exports in relation to that
of imports, and (c) price trends in re-exportséfation to those in imports.

Of course, the effect increases as the share eXperts in imports increases and the volume
of re-exports expands faster than that of imparis.important to note that thdifference
between the growth rates is the crucial factoreléxports were to grow as fast as imports
destined for the domestic market, then only thelle¢ imports and not the development of
export market growth would be affected. As the el@rre-exports in imports increases, a
difference between re-export growth and import growill have a greater effect. W is the
share of re-exports in imports, adds the difference between re-export growgt)@nd import
growth @), then the growth of imports for the domestic nedirie equal t@'-wd/(1-w)

3 As will become apparent below, export market growth is calculated by multiplying import growth with an export share
based on total exports. This is somewhat different from the method used in practice, which includes a reweighting on the
basis of the product mix. But this simplification does not make much difference for the calculation of the magnitude of the
effect.
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A number of assumptions have been made for thengiskata, which - coupled with the
available re-export data - will lead to the samebar of outcomes. The variations in the
outcomes give an indication of the bandwidth far éffect of the international re-export trend
on the development of export market growth.

B.2 Data

Table B.1 shows the data which has been used d&m#i®for the calculation of the inflation

effect. The import figures shown in the table demaised by CPB to calculate export market
growth. Import prices are also derived from thisadset. Most of these figures come from the

OECD®

Table B.1 Data used for calculating the inflation e ffects
Country Imports 1995 Imports 2000 Re-exports Re-exports Average annual Average
1995 2000 imports price exports’ share
change 1996-2000

1996-2000
billion dollars %

Belgium 148.4 155.5 40.2 48.2 -4.0 12.7
Germany 484.8 496.3 55.8 84.4 -56 26.7
France 281.7 311.8 85.0 -5.9 10.6
Italy 208.8 235.9 1.4 1.3 -29 5.8
Netherlands 175.8 190.4 55.3 79.5 -7.2 0.0
Spain 116.8 156.7 -4.3 3.2
United Kingdom 267.6 332.8 10.3 -4.3 10.3
Canada 164.3 240.4 11.6 18.5 -24 0.4
United States 743.8 1218.0 36.4 68.2 -18 4.1
Japan 336.2 379.6 -16 1.0
Hong Kong 192.8 213.1 143.8 188.3 -2.7 0.5
Singapore 124.5 134.6 51.3 57.6 -21 0.5
Other countries 1927.6 2412.6 -28 24.2

The data on re-exports in the European countriedased on input-output tables prepared by
Eurostat. The figures on US and Canadian re-expoetdased on Bureau of the Census
statistics®® The export share is calculated for the period betw1996 and2000 and based on
figures from the International Trade Statistics [shed by Statistics Netherlands (CES).

* The value figures and most prices come from the OECD. Unknown import prices have been estimated by CPB on the
basis of known prices. See Van Welzenis and Suyker (2005).

% See the Strategis website, www.strategis.ic.gc.ca.

37 See CBS-Statline, theme ‘international trade’, www.cbs.nl.
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B.3 Calculations

As mentioned, for many countries there are no datee-exports. Hence assumptions have to
be made on (a) the share of re-exports in a cosritnports, (b) the value growth of re-exports
in relation to that of imports, and (c) price trerid re-exports in relation to those in imports.
Realistic lower and upper limits are calculateddach factor on the basis of the available data
on and knowledge of re-exports. The effect is tt@loulated for a low estimate, in which all
factors are set at the selected lower limit, asd &r a high estimate, in which all factors are
set at the selected upper limit. When calculativegé values, no account is taken of the
interaction between factors at this stage. It$s likely that a country has both a high share of
re-exports in imports and a high volume growthesexports. To take account of this, the
values for the higher estimate have been set maargozisly than might be warranted on the
basis of the empirical data.

Of course, the selected limits are also surrounvdéid uncertainties. The vulnerability of the
outcomes to the assumptions has been investiggtathking the calculations under a large
number of different assumptions. These analyses haen described in a separate
memoranduni®

Share of re-exports in imports

The first factor which is important for the inflati effect is the nominal share of re-exports in a
country’s imports. For the periods under consideraand among the observed countries, this
share ranges from virtually 0% (ltaly) to nearl@%Hong Kong). It is not very realistic to
choose the highest percentages for those coumttimh do not record re-exports. After all, if
re-exports had been such an important phenomend®985, they would certainly have attracted
more attention from the statisticians.

The most conservative estimate assumes that thengiisountries have no re-exports.
Hence the figures for these countries are not ctedefor re-exports. A figure of 15% is chosen
as the highest percentage for the share of re-expoimports. It is true that this share is much
higher in some countries in the data set, but mb#tese countries are relatively small and
have a clear distribution function. A share of 1B%lose to the share of re-exports in German
imports, for instance. In 1995 this share was digbwer, by 2000 it was slightly higher.
Because of its location, Germany also has a magtnittition function, but it is also one of the
world’s largest producers of export goods. In dfftlte assumption here is that re-exports are
important for a country, but that it has not spkséal in trade and distribution.

* See Mellens (2007).
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Value growth of re-exports and imports

The growth of re-exports and imports is the sedamdfactor affecting the magnitude of the
inflation effect. Here, too, the values are detewdion the basis of the available data. In the
conservative estimate, re-exports in the missingtrées are growing in line with the total
imports. This means that there is no need to cbthecfigures for re-exports regardless of the
selected share of re-exports in imports. The amah@ver looks at the size of the export
market, only at its growth. As long as re-exporsvgin line with domestically-produced
exports, there is no inflation effect on export ketrgrowth.

The data show a wide variation in the growth rate®-exports. In some countries, the
value of re-exports even increased by less thandhe of imports between 1995 and 2000. In
that case, the doubly reweighted world trade gromtiald underestimate export market
growth. However, those countries with low re-expgawth are ones with very few (Italy) or
few re-exports. In countries with a substantialrelaf re-exports in imports, re-exports grew by
3 to 8 percentage points per annum more on avehageimports during the period in question.
The high growth rates for the Netherlands and Geyn3a.9 percentage points and 8.2
percentage points respectively, can be attribuddtlie large share of ICT products in Dutch re-
exports and the pivotal role of Germany in the ange@conomic integration of Western and
Eastern Europe respectively. Consequently, thegedriowth rates should be regarded as
exceptions. The high estimate therefore settles difference between the re-export growth and
import growth of 5 percentage points.

Price trends for re-exports and imports

The third important factor for the inflation effeistthe difference in price trends for re-exports
and imports. Unfortunately, very little is knowrténmnationally about the price trends in re-
exports. Because computers and other electronipegunt (telephones, televisions etc) often
constitute a large share of re-exports, and beddasgrices of these goods have either risen
less than those of other goods or have even bechesper over the past decades, it is
reasonable to assume that the prices of re-expodghave fallen faster than those of other
goods.

The price trends for total goods imports can bemeined on the basis of the international data.
The price trends in re-export goods are known doythe Netherlands. This means that the
impact of the choices for this factor have a gretgact on the outcomes of the calculations,
because they apply to all countries. In the corsany estimate, the price trends in re-exports
are the same as in total imports. In effect, neeation is made for price effects. A striking
feature of the Dutch figures for 1987-2005 is thamost years re-export prices fell by more
than import prices. In a quarter of these casesptites of re-exports fell by 1.9% or more than
the prices of imports. The median price differentias 1.0%.
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The choice has fallen on price differentials of p& annum and 1% per annum respectively. In
the conservative estimate, price changes do ndtibate to the difference between export
market growth corrected for exports and that ingigde-exports. The high estimate of a 1%
price difference per annum may seem overly cautigiven the sharp falls in the prices of
computers and other ICT products. But in the lighthe paucity of the data material and the
relatively large impact which the assumption onphiee differential will have on the

outcomes, the price effect has been set on the naiedeide.

Tentative outcomes
With the various assumptions in place, the efféceaxport growth on export market growth
can be calculated for the period between 1996 &00.20n the basis of the conservative
estimate, the average difference between expoitehgrowth corrected for re-exports and
original export market growth works out-#@.6 percentage points. This difference is due above
all to the strong export growth and the high reakghare in Belgium and Germany. But even
on the assumption that no re-exports take platiedase countries where they are not recorded,
the effect on Dutch export market growth is subtin

This effect rises te'1.4 percentage points in the high estimate. Urttese assumptions, re-
export growth is corrected for all countries with recorded figures for re-exports. Moreover,
there is an effect faall countries, because the assumption is that thegpdtre-exports fall
faster than the prices of domestically-producedbetep It is primarily the difference in volume
growth which determines the inflation effect, rattiean the share of re-exports in imports.

The calculations are vulnerable to the assumptioade. On the basis of the empirical data, the
effects could be greater, on the assumption thakperts have a large share in other countries’
imports and are growing fast. But it is not vergligtic to assume that re-exports are that
important, given the modest attention which thisqdmenon receives in the statistics. The
figures on re-exports probably overestimate thmjpartance, because countries with high re-
exports will be more inclined to gather data omth€&or this reason, the assumptions on the
growth and share of re-exports have been set soatdasier in the high scenario than might

be warranted on the basis of the empirical data.

B.4 Estimates for 2001-2004

The effect of re-exports on export market growtk haen calculated for the period between
1996 and 2000, because it is for this period thadtrdata on the development of re-exports are
available. An analysis for more recent periodsasihble, not least because demand for ICT
products tumbled worldwide in 2001 and 2002. Unifpdtely, the available data material for
recent years is even more fragmented, so thahtlieation of the difference between export
market growth (excluding and including re-expoitsurrounded by even higher uncertainties.
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Even so, we will try on the basis of the availatidéa material to give an indication of the effect
during this period. Re-export growth declined irare all countries after 2000. In the United
States, for instance, re-exports grew by 13.2% b&etni996 and 2000, but only by 7.0%
between 2001 and 2004. During the latter yearsethvas barely any difference between import
growth and re-export growth. In Hong Kong, re-exgpowth fell from 27.4% between 1996
and 2000 to 8.7% in the following four years. And3ermany, re-export growth (in dollar
terms) fell from 9.6% between 1995 and 2000 to 46001 and 2002. The only exception
was Singapore, where re-export growth accelerated 2000 compared to the previous five
years. One reason for this is the smaller shamwoifputers in that country’s re-exports.

Re-export growth in the Netherlands also workslower in the years after 2000. The annual
average difference between the volume growth obirgpand re-exports fell from 7.2% to
3.4% between 2001 and 2004. On the basis of thés dad above all the data from Germany, it
is possible to conclude with a considerable degfertainty that the annual growth
differential between export market growth (excluglie-exports) and export market growth
(including re-exports) was smaller between 2001 20@4 than in the previous five years. In
particular on the basis of the German data, a |dwet of 0.3% seems plausible. This is half
the lower limit for the period between 1996 and @0Dhe German data paints too sombre a
picture, because it does not include the upswirrg-@xports which followed the downswing
after the bursting of the ICT bubble. But the Dufighures, which are available for a longer
period, also point to a halving of the effect.

To determine the upper limit of the effect, assuors have been made about the missing data.
It should be noted that the highest scenarioshiedifference in the value growth of imports
and re-exports are less realistic. A differentiaivizeen 2.5 and 5% seems plausible. However,
the lowest scenarios for these values have alsonbedess plausible for the period between
2001 and 2004, because of the strong growth inxpents during the 1990s. As far as price
trends are concerned, on the basis of the Dutchal&fb6 stronger price fall for re-export goods
seems realistic. On the basis of these assumpit@eems plausible that the average difference
between export market growth (including and exalgdie-exports) works out between 0.3 and
0.7 percentage points per annum between 2001 &l Z@is constitutes a halving of the
bandwidth for the period between 1996 and 2000.
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