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Abstract in English

This paper investigates the impact of the emergen&hina and Eastern Europe as
increasingly important players on the world marfketa small open economy such as the
Netherlands. We describe and compare in detaibtedecomparative advantages across the
different country groups. This allows us to chagsize the sectors in the Dutch economy that
are most likely to experience enhanced competitidhe face of globalization. This analysis is
complemented with a gravity analysis that addscars# dimension to the competitive impact,
viz. the extent to which markets are localized ggosed to global. We conclude that the
overlap in revealed comparative advantages bet@éam and the Netherlands is limited. The
major impact of the emergence of China for Duteléris that it is likely to foster the position
of the Netherlands as a gateway to Europe. Furthiermve show that the overlap in
comparative advantage between China and Easteop&is relatively large, implying that
competition from Eastern Europe are likely to rersger than from China.

Key words: revealed comparative advantage, gravity analysis, China, Eastern Europe,
globalization

JEL code: FO1, F10, N70, O57

Abstract in Dutch

In dit artikel onderzoeken we de betekenis varntdenemende belang van China en Oost-
Europa op de wereldmarkt voor een kleine open enimals de Nederlandse. Ten eerste
beschrijven we het gebleken comparatieve voordaeMerschillende landengroepen. Dit stelt
ons in staat om de sectoren te identificeren dierelatief sterke concurrentie bloot staan ten
gevolge van de tendens tot verdergaande globaigseviervolgens breiden we de analyse uit
door op basis van een graviteitsanalyse markt&artkteriseren als locaal versus globaal. Op
basis van deze analyse komen we tot de conclusiedaverlap in comparatieve voordelen
tussen Nederland en China zeer beperkt is. De tpdileste betekenis van de opkomst van
China is gelegen in de mogelijke versterking vampdsitie van Nederland als ‘gateway to
Europe’. Vervolgens laten we zien dat de overlasén de gebleken comparatieve voordelen
van China en de opkomende Oost-Europese landarefedgerk is, wat betekent dat de
betekenis van de opkomst van China voor Oost-Egefsnden veel sterker is.

Steekwoorden: comparatieve voordelen, graviteitsanalyse, China, Oost Europa, globalisering
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Summary

In recent years, the fear for globalisation hasnistfied in the Netherlands, partly driven by the
emergence of countries like China and India andebent and upcoming enlargements of the
European Union towards the East. In this paperake & stand on the influence of globalisation
on the Dutch competitive position in world tradathaa special focus on the emergence of
China and Eastern Europe. This is done by focusintyvo distinct concepts that explain
separate dimensions of trade patterns, namely catnpa advantage and geographical
distribution of exports. The concept of comparatdvantage sheds light on the driving forces
behind Dutch international trade and specializagiatierns. By comparing the Chinese and
Eastern European comparative advantages with thfadbe Netherlands, we can identify the
potential threat of these countries’ exports fa plosition of Dutch sectors on international
markets. The geographical distribution of expottgras essentially characterizes markets in
terms of the extent to which these markets areadl(ds opposed to localized). This dimension
is relevant since the likely impact of globalisation the Netherlands evidently also depends on
the extent to which exports of, for example, Chand Eastern Europe, are destined for the

same markets as Dutch exports.

We have identified three important clusters inEheéch export patterns, namely the flowers
and bulbs cluster, the agriculture and food cluatet the chemical cluster. The strength of
these clusters is rather persistent over time (uer the period 1980-2000). The underlying
factors explaining the success of these clusterp@amary products and technology. It is
interesting to note that these products are digtimdor the Dutch comparative advantage in
world trade and that the Netherlands is an impaoitantributor to the world exports in these
products. The products that add most value todts Dutch export magnitude though, do not
belong to these three clusters. These are protiketslectrical machinery and office machines.
The fact that the important products out of thedbutational export- basket are different than
the products with which the Netherlands distingesshself in terms of comparative advantage
in world trade is explained by the role of the N@tands as a transit port for Europe.

Both China and the Eastern European countriescneoeies in transition and are
characterized by export patterns that substantififfgr from those of the Netherlands. China
mostly exports goods that are unskilled labourfiatee such as clothes, footwear and travel
goods, but also goods out of the consumer electsaiuster like electrical machinery, office
machines and photo, video and audio apparatuhesanderlying factors of China’s export-
basket are unskilled labour and technology. Atvtleeld level, China is a major exporter of
unskilled labour intensive products, while for fBhinese export-basket, more technologically
sophisticated products add most value. The somesulptising combination of unskilled

labour intensive production and technologicallemgive production in China reflects the



strong position of China in assembling consumertedaics (instead of really producing these
products). All Chinese export products are destioec global market and especially the
consumer electronics since the relatively distavietbped countries buy these products most

intensively.

Like the Chinese export pattern, also the expdtepaof the Eastern European countries
shows little overlap with the Dutch export pattéFhe Eastern European countries export
goods that are classified by materials like corpd and rubber and machinery and transport
equipment. The factors underlying Eastern Euromeguorts are thus natural resource-based
products and technology. Eastern Europe exportdgom the agriculture and food cluster,
but the strength of that cluster in Eastern Euligp®t nearly as great as that in the
Netherlands. We found no sound evidence that tiséeEaEuropean countries are more natural
trading partners for the Netherlands than Chingeast not for products in which both Eastern
Europe and China have a relatively strong compagattdvantage. From those products, the
Netherlands imports the more easily shipped prailat clothes, footwear and travel goods

from China, while goods like wood, cork and coa emported from Eastern Europe.

In this research, we have thus found that glob#disaloes not threaten the strength of the
Dutch export position in the traditionally strongrigulture and food cluster, the flower and
bulb cluster and the chemical cluster. Furthermduoe, to globalisation and the re-allocation of
production, the Dutch position as a transit portEarope is likely to intensify. So both the
position of the Netherlands as a producer andtesding nation has not been negatively
influenced by globalisation over the past twentgrge This is of course not to say that
globalization has not substantially affected theéddieconomy, although not in a negative way.
The example of consumer electronics may be usefillListrate this. Consumer electronics are
now mostly produced outside of the Netherlandsaede-exported by the Netherlands. The
fact that the Netherlands is loosing its positiothie production of consumer electronics is to
an important but not exclusive extent due to thergence of China and Eastern Europe.
Slicing up of the value chain results to an incireggxtent in the production of different parts
of those goods located in different countries. fhese products, it is increasingly the case that
the technological development is located in a diffié country than the manufacturing and
assembling of the parts. Sectors or firms thahatetied to one place and to local clusters can
easily re-allocate production to low labour costirnies and are therefore not likely to provide
a long lasting comparative advantage even forateldbour cost country. For the Netherlands,
loosing the production in these sectors to low lalmwst countries requires some adjustment on
the micro level, but is not something to serioustyry about on a macro level.



Introduction

In recent years, the fear for globalisation hasristfied in the Netherlands with the emergence
of countries like China and India and with the reganlargements of the European Union
towards Eastern Europe. In this paper we takeralsta the influence of globalisation on the
position of the Dutch economy on world markets hvatspecial focus on the emergence of
China and Eastern Europe. The emergence of Chimigpiarticular interest in this context,
given the scale and scope of China as well asjsacedented rapid transition and persistently
high growth rates over the past two decades. Bhisdbably the major reason why China is
often seen as such a threat in the popular préssE&stern European countries are interesting
for slightly different reasons. First, the proxignitf a large group of emerging economies with
low labour costs and with an improving institutibgaality based on the European Union
model, makes trade with these countries and reatitme of activities to these countries a
potentially attractive investment for Dutch firnkaurthermore, the developments in those
countries and their integration in the global eaagas also likely to intensify their trade
relationships with countries outside Europe withembially important implications for the
Netherlands given its geographically unique locatiad its potential role as ‘gateway to
Europe’, but also as a European gateway to theofeéle world.

In order to investigate the impact of the emergesfaehina and Eastern Europe on the
evolution of Dutch trade patterns, we empiricalharacterize and compare sectoral and
geographical features of the Dutch, Chinese andnidtinternational trade patterns over twenty
years from 1980 to 2000We have done this by focusing on two distinct epis that explain
separate dimensions of trade patterns, namely catnpa advantage and geographical
distribution of exports. The concept of comparatdvantage sheds light on the driving forces
behind Dutch international trade and specializagiatierns. The geographical distribution of
export patterns characterizes markets in termbheektent to which these markets are truly
global (as opposed to localized). This dimensiarlisvant since the likely impact of
globalisation on the Netherlands evidently alsoethels on the extent to which exports of, for
example, China and the EUnmc, are destined fosdnee markets as the Dutch exports. Our
analysis reveals that the impact of the emergeh@hima and Eastern Europe on Dutch trade
relationships over the past two decades has bedeshdComparative advantages are fairly
persistent over time and show little overlap withiri and Eastern Europe.

This paper proceeds as follows. Section 2 briefffgasses the theoretical background for this

study, focusing on the concept of comparative athgmand the gravity model. Section 3

 This period is partly chosen since 1980 marks an important turning point in China with the start of economic reforms (see
Suyker and de Groot, 2006, for a brief summary of the economic history of China and the key reforms that have lead to the
transformation of China into an increasingly recognized player on the global markets). The choice for the final year is largely
driven by data availability.



contains a description of the data used for théyaisaand the operationalisation of the concepts
used in our research. Section 4 describes thetsediiese are presented by first focusing on the
absolute comparative advantages of the Netherlandsecondly on the relative comparative
advantages of the Netherlands (viz. relative tan@lsind the new member countries). We aim

to explicitly distinguish between a comparative abage in production and a comparative
advantage in trade. This distinction is relevamegithe huge share of re-exports in total Dutch
exports. Section 5 concludes.
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Background and theory

The concept of comparative advantage — which gaek to the seminal work of David Ricardo
—is central in any discussion of a country’s sakzation pattern and trade relationships.
According to economic theory, a country will exptite good for which it has a comparative
advantage, even if that country has an absolutaldemtage in producing the good. According
to the concept of comparative advantage a coumtgyces a good if the opportunity cost of
producing that good in terms of other goods is loiwehat country than it is in other countries
(Feenstra, 2004, pp. 1-3). This leads to the ingmbiinsight that trade patterns are determined
by comparative advantages, while wages across Gesiatre determined by absolute
advantages (Feenstra, 2004, p. 4). In other waorttdgr free trade, less productivity should be
reflected in lower wages. Low wages lie at the hehthe comparative advantage of most
emerging economies.

In China’s case, low wages are important, but othen that, China has achieved a stellar and
rapid economic growth in a rather unorthodox ways interesting to briefly discuss this
unorthodox Chinese economic growth because it sligtitson the processes that take place in
that country. Rodrik (2006) concludes from his srsh on China’s exports, that China
established an export-basket that is significamitye sophisticated than would normally be
expected for a country at its income level. In gaheountries need to generate investments in
higher-productivity tradablésn order to establish rapid economic growth (Rlod2006). But
even for these standards China has performed adisgly well. Rodrik provides various
explanations for this achievement such as the pitissithat the large size of the Chinese
economy provides scope for policy experimentatiot the concomitant Chinese experimental
gradualism of economic development. Additionalhe Chinese government was very focused
on facilitating the accumulation of foreign diréevestment by providing special economic
zones and simultaneously on letting foreign firrnsperate with domestic ones. Gaulier et al.
(2005, 2006) provide a different explanation forir@ts anomalous export-basket. They argue
that China is able to export sophisticated prodbetsause of international processing activities,
based on inputs imported from Asian countries. &mwore specific, companies and firms
located in the industrialised countries of Asigo@a South Korea, Taiwan, Singapore and
Hong Kong) have moved the unskilled labour-inteagiarts of their production processes of
rather technologically intensive products and tieeincomitant trade networks. This has made it
possible for China to upgrade its industrial capaand develop a comparative advantage in
manufacturing. We turn to this issue in Section 4.

The Eastern European countries are characterizéesbyextreme growth rates in the period
following the abolishment of the communist reginreghe early 1990s. Most of the EUnmc

2 See also theory on export-led growth in for example McCann (2001).
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2.1

have struggled to (re)gain economic prosperity laanee worked hard to reform the economy to
meet the European Union criteria for accession.liBatChina, one of the most important
factors underlying the comparative advantages@ftinmc is low labour costs. Their
proximity to Western Europe might leverage thigdac

In the remainder of this section, we will discus® £mpirical concepts that will be used in the
remainder of this study to shed light on the impHadevelopments in China and Eastern
Europe on Dutch trade relationships.

Revealed comparative advantage

Comparative advantage starts from intercountryed#iices in the efficiency of individual
industries and takes labour productivity as a praxyefficiency (Balassa, 1965, p. 102). In a
practical sense, calculating a country’s compagadidvantages gives rise to some
methodological problems because comparative adgastappear to be the outcome of a
number of factors, some measurable, others note &asily pinned down, others less so”
(Balassa, 1965, p. 116). One of the most popindices of comparative advantage is the
revealed comparative advantage (RCA) index by Bal§$965) that is focused on products of
manufacturing industries. The Balassa index talte®bserved pattern of trade as a starting
point (Balassa, 1965, pp. 116-117) and is basdtienotion that comparative advantages
reflect relative costs as well as differences in-poice factors (Balassa, 1965, p. 102). The
Balassa index gives the exports of a certain prigsiector (indexeg) by a country (indexei)

as a share of the total export of that countryd#idi by the share of the export of that sector in
the total export of a reference group (indexgdThe revealed comparative advantage given by
the Balassa indexB() is as follows:

xy x%
. /X X/
Bl =— L= g I,jOJ (2.1)
Y ijv,t Xt
Xw,l Xw,t

WhereXij’t is countryi's exports in sectgrin periodt and X\Aj,yt is the export in sectgrin

periodt of a relevant reference groupis the number of countries consider@adaptures the set
of products/sectors considerel; ; = Zj Xij;t and Xy = Zj ijv,t . An RCA value

between zero and one indicates that a country dotesxport large amounts of a certain
product relative to what all other countries of théerence group export of that product. If the
index for a product is above one, a country is saidave a comparative advantage in the
production of that product because that countryoetsdarge amounts of that product relative to

% Its popularity clearly stems from the fact that empirical research has pointed out that it is one of the best performing
indicators of RCAs of countries (Hinloopen and Van Marrewijk, 2005; Vollrath, 1991; Yeats, 1985).
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2.2

the reference group. The numerator of the Balamkax gives a ratio of the export share of the
sector in the total national exports of a counttyis ratio thus captures the size of a sectorsin it
country’s export basket. It is possible that a ¢dguhas an RCA in a sector exceeding one, but
that the sector has a relatively small share irtaked national economy. Since the Balassa
index shows the importance of a country’s expow particular sector for the world exports of
that particular sector, national and internatidngdortance of a sector can diverge. A different
way of writing the index (used by Jacobs and Lafddm 2006), is by taking the ratio of a
country’s export of a product in the world expoftioat product. This clearly also shows how
large that country’s export share is in world expaf that product.

Care is required in interpreting the specific vahfiean RCA, since its interpretation is strictly
limited to comparison within the same sectors amomgntries used in the analysis (Yeats,
1985, p. 62). A Dutch RCA of 8 for flowers is, fexample, clearly indicative for the Dutch
position in the world (viz. reference group) expaof flowers and shows how specialised the
Netherlands is in exporting flowers. It is to bk mind, however, that the value of the RCA
depends on the concentration of the sector in thepgof reference countries. For sectors that
are concentrated in a few countries in the refezegroup, the RCA tends to be very high
(Yeats, 1985:pp. 62-63) and the group of referammtries chosen in the research is thus a
determinative factor in the outcomes of a RCA asialyy

The next step in our analysis focuses on the inapo# of identifying the geographical scope of
export markets for the sectors in which the Netras has a comparative advantage and
whether this has changed or not due to globalisaliberefore, we describe the theory behind

the concept of the geographical location of tragiagners in the next subsection.

Geographical distribution of exports

For an adequate interpretation and comparisoredetdata, geographical factors matter
(Anderson, 1979; Anderson and Van Wincoop, 200dhé&mgreen et al., 2004; Feenstra,
2004:144). For example, China’s trade in interratglgoods is heavily concentrated on Asia,
indicating that product sharing is above all aoegi process (Gaulier et al., 2005). Therefore
as for now, the most radical economic change dilkee@mergence of China has taken place in
Eastern Asia and not (yet) in the Western worldféksas the Netherlands is concerned, its
single most important trade partner (both for intp@nd exports) is Europe (the other 14
members of the European Union) (Gorter et al., 2005

There are many different ways to measure the gebgral distribution of exports. One can
look at the export-weighted average distance pealymt to characterize a sectoral group as

* See for example the paper by Richardson and Zhang (1999) on the RCAs of the United States.
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being either locally exported or globally. This reaee is simple, but a drawback of this method
is that it does not reveal the destination markétse products. If, for example, half of the
exports are shipped far away and half of the egporthe neighbouring country, this measure
suggests that the exports are (on average) shippeetbcation somewhere in between the
destination markets. One can also look at theifraaf products that are exported within a
certain distance from the exporting country. Thisasure reveals very accurately how much of
the exports are exported within certain kilomefresn the exporting country, and is therefore
very informative. A drawback, however, is that feever distance cut-off points one takes, the
less informative this measures becomes. Ideally,veould like to have a single measure that
indicates the sensitivity of exports to distancke Tistance decay effect is such a measure and
is the estimated distance coefficient of the ggagguation by Jan Tinbergen, inspired by the

gravity equation known from physics.

The gravity equation relates the size of internaldrade flows to the GDP (mass) of (two)
countries and their physical distances (Brakmaal.e2001, p. 267). Underlying the equation is
the assumption of complete specialization in défemproduct varieties across countries
(Feenstra, 2004, p. 145). If the gravity equat®nsed in this basic form, the assumption of
free trade, identical and homothetic demand aaosstries is made. This means that all
countries have identical prices. The equationstbésic form is:

log(sitc_exp;j) =a + S log(real _GDR ) + 35 log(real _GDP;) + B3 log(distjj) +&;  (2.2)

wherepB;captures the distance decay effect. More proximatmtries are more likely to trade
with each other and countries with higher GDPsmaoee likely to trade with each other.
Distance is not only proxies for transportationtspbut also for similar languages, institutions
and so on, and so forth, that facilitate bilatéradle. GDP is a proxy for the demand for goods.
One can imagine that for certain goods the purcdggsower or the elasticity of demand is
much more important for determining trade flowsrtlverall GDP. For example, luxury goods
will be shipped mostly to countries with a high GP&r capita and for a country like China;
these countries are far away rather than closéudimgy GDP per capita into the equation can

therefore be very informative.

The gravity equation is applicable in the analypdimany different specifications of trade
theories. Some scholars find this a drawback ofythgity equation. Deardorff (1995) on the
other hand, stresses that the applicability ofgitavity equation to many different trade theories
provides the theory with its exceptional strengtlexplaining observed trade patterns. It is

therefore a good addition to our research.
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3.1

3.2

Data and operationalisation
Data

The trade data that we used for our analyses aedban an extensive database of bilateral
trade data with detailed information on differeahumodities covering the period from 1962 to
2000 (Feenstra and Lipsey, 2069)o construct the trade data for all countrieshie world
between 1962 and 2000, Feenstra and Lipsey (2@083 ron import and export data (Feenstra
et al., 2005). They used reported import data testract the data on exports. Information
collected by the importer is usually viewed as nareurate than that collected by the exporter,
because the importer is often collecting tariffeeues and therefore has an incentive to record
imports accurately (Feenstra et al., 1999, p. 38&)e import data were missing, they used
export data. Data based on imports are c.f.i. and based on exports are f.6 Jbeenstra and
Lipsey (2005) constructed the data on a 4-digitddiad international trade classification (SITC)
revision 2 mode. The table of the SITC 2-digit slfisation is given in Annex A. For the
calculation of the gravity equation, we combineel ttade data used for the RCA analysis with
data about geography and distance from the CE@éintre d’Etudes Prospectives et
d’'Informations Internationales, Gaulier et al., 8)(ata about GDP, GDP per capita, GDP per
worker and population from both the Penn Worldéahtl (Heston et al., 2062)nd from the
World Development Indicators (2006) from the WaBldnk.

Operationalization

For the RCA analysis of this research, we haveidensd China as an aggregate of China,
Hong Kong, Macau, China FTZ, China SC and China NE& have chosen to take the world
as a reference group since this is the most obgbnchmark for comparing the strength of
the Netherlands in international trat/d/e have analysed the comparative advantage hy firs
looking at RCAs at a 2-digit level. At the 2-ditgtvel, the RCA changes of 2000 with respect to
1980 were considered for the Netherlands, ChinaEsiiern Europe as EUnrtfcTo see if the
Netherlands has a comparative advantage in the geodacts as relevant other countries, we

® Data to be found at: http://cid.econ.ucdavis.edu/data/undata/undata.html.

® c.f.i. means that the value of the product includes the costs of exporting that good, namely cost, freight and insurance
included. This is a higher value than the free on board, f.0.b., value which is only the value of the product.

’ Data to be found at: http://www.cepii.fr/anglaisgraph/bdd/distances.htm.

8 Data to be found at: http:/pwt.econ.upenn.edu/php_site/pwt_index.php.

° The dataset gives data for individual countries and for the world as an aggregate. Since the sum of all the exports and
imports of individual countries does not match the given world total, we performed the analysis by summing over all
individual countries to get the world total.

19 EU new member countries are: Czech Republic, Hungary, Poland, Slovakia, Malta, Estonia, Latvia, Lithuania, Slovenia
and Cyprus. From 1962 to 1992, data for the former Czechoslovakia is used.
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extended the analysis with a 4-digit analy$isVe have also looked at the factor intensity of
exports by using the factor intensity classificatat the 3-digit SITC revision 2 level by
Hinloopen and Van Marrewijk (2008j Hinloopen and Van Marrewijk use five categorigg, v
primary products, natural-resource intensive présluenskilled-labour intensive products,
technology intensive products and human-capitahisive products.

For the analysis of the geographical destinatiorketa of the exports, we have characterized
the SITC sectors for the Netherlands separategithsr being global or local. In order to
characterize export sectors as either being globlaical, we performed a ranking analysis
based on the results of the gravity analysis, ¥poe-weighted average distance per product
and the fraction of products with destination méskeithin a predefined distance from the
Netherlands. The gravity analysis is performed i SITC 2-digit data for GDP, GDP per
capita and geographical distance. For the Nethéslardistance decay coefficient of smaller
than —0.9 is considered to be indicative for abgldomarket, whereas for Chitfamarkets a
distance decay parameter smaller than —1 are cesideing ‘global’. If Dutch exports have
an export-weighted average distance per produsinadler than 1,350 kilometres, the market
for this product is considered to be ‘local’, wheesdor China local markets are those for which
the export-weighted average distance is less tl@0%ilometres. For the fractions of products
that are exported within a predefined distance ftbenNetherlands (or China), we have
classified the destination of exports and origimngorts per sector into six categories. These
categories are less than 2,500 kilometres, bet@gs0 and 5,000 kilometres, between 5,000
and 7,500 kilometres, between 7,500 and 10,000nkitees, between 10,000 and 12,500
kilometres and farther than 12,500 kilometres. Apaet fraction of 89% with destination
market within 2,500 kilometres from the Netherlaiglsonsidered local for the Netherlands
and an export fraction of 50% with destination nednkithin 2,500 kilometres from China is
considered local for China. The exact boundarieglibal and local exports are chosen
somewhat arbitrarily, but in choosing the boundavie aim to do justice to the small scale of
the Netherlands and Europe and the large scaldiob@nd Eastern Asia in our attempt to
ultimately identify the economic dependency of Ghamd the Netherlands on, respectively,
Eastern Asia and Europe, as their local markets.

* Since the number of products at the 4-digit level is close to 1,000, it is of no use to construct graphs that depict all
products.

2 Based on a classification of UNCTAD/ WTO by Hinloopen and Van Marrewijk. To be found at:
http://people.few.eur.nl/vanmarrewijk/eta/intensity.htm.

3 China is considered without Hong Kong, Macau, FTZ etc.
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4.1

Results

We begin the discussion of the results with diffeliaterpretations of the RCA analysis. With
the RCA analysis we can identify a country’s spiéggasion pattern and the trends and absolute
levels of the comparative advantages of the seataderlying the specialisation pattern. These
patterns describe which sectors determine the Despbrt-basket. By comparing the Dutch
export-basket with those of China and the EUnmcsknetl light on the probable substitutability
of the Chinese, EUnmc and Dutch exports. We alsk & the impact of the emergence of
China on Asian countries by looking at Japan anaildihd and the position of the Dutch
exports in European Union (the 15 members minud\gtherlands). We present the relative
comparative advantage by giving a comparison oetport-baskets of all these countries in
combination with identifying the geographical expmarkets of the Netherlands.

Specialization

The specialization of the Dutch export basket ikgaclose to the average specialization in the
world. Figure 4.1 illustrates this by a Lorenz camwith the cumulative world export shares and
the Dutch (or Chinese or EUnmc) cumulative expbarss in 1980 and 2000, sorted for the
values of the RCAs of tradable at the SITC 2-degitl. The slope of each line segment of the
Lorenz curve equals the RCA of the sector undesidemnation, starting with the sector with the
highest RCA at the left-bottom end in the graph ending with the lowest RCA at the right-

top end in the graph. The Dutch export specialiratian be explained by the fact that the
Netherlands is a small country that does not haval@anced resource endowment and does not
produce most industrial goods itself (Balassa, 1965

China has a specialised economy that deviates fnuichthe world average specialization. A
likely explanation for this sector specializatiarthat, since the lions’ share of world trade is
between the most developed countries, the worlomxgverage, (viz. the reference group used)
is biased towards the export-baskets of the deeel@puntries and is thus likely to be quite
technologically sophisticated. In this sense, agation of China is not surprising. The
convergence of the Chinese Lorenz curves towaslsvthrld average shows that China became
less specialized between 1980 and 2000 causedtgdhthat the highest RCAs have
decreased. Hinloopen and Van Marrewijk (2004) rehelsame conclusion for China based on
more disaggregate data. The Netherlands has haxdsenfiller decrease in sectoral
specialization, although the Dutch economy already less specialized than the Chinese and
EUnmc economies in 1980.

It is remarkable to see that the EUnmc are ndhall specialized and that their specialization
pattern looks much more like the world’s specidliapattern than China’s specialization

17



4.2

pattern. A likely explanation is that a clustercofintries taken together (viz. a large country)
always is far less specialised than a single girall) country. If one compares the EUnmc

block with China, China is still the larger counthpugh, indicating that the EUnmc indeed as a
block is far more technologically developed thann@hin combination with relatively low

wage costs and the proximity of the EUnmc, thisgests that the EUnmc is more interesting
for Dutch investments than, for example, China.

The Lorenz curves that we have discussed so fav ftlevels of the specialization in
combination with the size of the sector in the ekpba country. As a next step, it is interesting
to know which exact sectors determine the speecititim pattern of the Netherlands and
whether these sectors are the same for China @n@Winmc. In the next step of the analysis,
we identify these sectors by focusing on the tieddCAs between 1980 and 2000 and the
levels of the RCAs per sector in 2000.

Absolute comparative advantages and trends: The Netherlands

The sectors and trends underlying the specialisgiaitern of the Netherlands are depicted in
Figure 4.2 where the RCA changes at the 2-digiC3Bvel between 1980 and 2000 are
depicted:* This figure shows a fairly high degree of persistin the comparative advantages
for the Netherlands, because the RCAs are disgibalbse to the 45° i The axes are log-
transformed so as to make the relative deviatiomfunity equal for positive and negative
deviations. The figures for 1990-2000 and 1962-2i@08nnex B subscribe to the Dutch
persistence in comparative advantages. This isstens with other research that concludes that
RCAs tend to be fairly persistent over time (Ba¢ad965; Hinloopen and Van Marrewijk,
2005).

** We have applied a logarithmic transformation of the axes, since a linear representation of RCA values complicates the
interpretation of the results. For example, an RCA of 0.1 deviates equally much from 1 in relative terms as an RCA of 10. On
a linear scale, this is not visualized and the deviation on the positive side seems much larger than equally strong (relative)
deviations on the negative side. A logartithmic transformation of the axes avoids this problem (see Laursen, 1998; Vollrath,
1991; and Yeats, 1985 for a more extensive discussion of this problem and possible solutions).

*® The axes of this graph do not have the same numerical distribution as the other ones, for reasons of clarity for reading the
classification. Considering this, the Dutch RCA is much more persistent than the Chinese and EUnmc RCAs.
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Figure 4.1 Sectoral specialization in 1980 and 2000 for the Netherlands, China and the EUnmc
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Source: Own calculations based on Feenstra and Lipsey, 2005, SITC rev.2 2-digit.

The six different planes (indexed from | to VI)Rigure 4.2 depict the direction of the change
in comparative advantage during the twenty yeansicered. Plane | depicts the sectors that
changed their comparative advantage from weakomgtduring these years. Plane Il
represents the RCA of sectors that were alreadpgtand had an increase in RCA. Plane 1l
depicts the RCAs of sectors that were strong betedesed in RCA. Plane 1V depicts the sectors
that decreased in RCA from strong to weak. Plandagiicts the weak product groups with an
increase in RCA and plane V depicts the weak progrmips that declined even further in

RCA.

The RCA trend between 1980 and 2000 reflects thelDsustained strength over 20 years in
products in the agriculture and food cluster (SIT@® SITC09), the animal and vegetable oils
(SITC41, SITC42, SITCA43), the chemical cluster (S0 to SITC59) and in flowers and bulbs
(SITC29). The RCA of flowers and bulbs has increasem 5.95 in 1980 to 8.08 in 2000. At
the 4-digit level, the RCA of bulbs was 13.98 ir8@%nd 16.46 in 2000. The RCA of cut
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flowers increased from 13.64 in 1980 to 15.17 iB@R0ANnex C gives an overview of the
largest and smallest absolute changes in RCA valug® 4-digit level between 1990 and
2000, 1980 and 2000 and 1962 and 2000.

Other Dutch sectors that appear to be rather staodghat have had an increasing RCA
between 1980 and 2000 are beverages (SITC11),dol{&TC12), hides and skins (SITC21),
crude fertilizers (SITC27), photo apparatus (SITC&& office machines (SITC75). The
increase in the RCA of office machines (SITC75]us to the increase in the RCA of digital
office machines at the 4-digit level since 1990e Tbmparative advantage in beverages
(SITC11) is due to beer made from malt with a RGA&.21 in 2000, which is the second
highest RCA for this product group in the world.

Figure 4.2 RCA in 1980 and 2000 for the Netherlands
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RCA Netherlands 2000
-
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RCA Netherlands 1980

One product at the lowest end of the RCA distribution has been left out for ease of presentation.
Source: Own calculations based on Feenstra and Lipsey (2005), SITC rev.2 2-digit.
Annex A gives an overview of the meaning of the sector numbers used as labels in the Figure.

Of the sectors that experience a declining RCA betw1980 and 2000, some examples are
telecommunication, audio and video apparatus (S6)Clectrical machinery (SITC77), gas
(SITC34), prefabricated buildings (SITC81), texyirn (SITC65) and nonferrous metals
(SITC68). The reason for the decline in the compagadvantage of electrical machinery at
the 2-digit level for the Netherlands becomes Btgly clear by looking at the 4-digit SITC

level (see also Annex C). The decline in the RCAlattrical machinery is due to an enormous
decline in the RCA of shavers & hair clippers witlotor from an RCA of 22.72 in 1980 to a
RCA of 10.65 in 2000. An RCA of 10.65 in shaver&dir clippers with motor is still the
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4.3

highest RCA for this product group in the world.eTéther 4-digit SITC group that is
responsible for the decline in electrical machinisrglectrical filament lamps and discharge
lamps, which declined from a RCA of 6.77 in 198@tBCA of 2.41 in 2000.

This analysis shows that the Dutch export pattesideen rather stable over the past 20 year
and that the strong sectors, mainly in the agtiraland food, chemical and flower and bulb
cluster, are persistent. Some sectors in decleeannected to some Dutch internationally
well-known firms that have most probably reallochtieeir production of these goods in other
parts of the world that have lower labour costs.

Since the Dutch competitive position in world trddes not changed much on a macro-level, we
will, as a first step, discuss the export pattein€hina and the EUnmc in order to indicate the
most important sectors of their export basketstarske if these products have threatened the
Dutch export position in the past or might potdhtithreaten the Dutch export position in any
way in the future. The next step will be to ideptifie factors underlying the comparative
advantages of the identified sectors. In ordedémiify these factors we have re-classified the
exports according to factor intensity and looke®atch re-exports.

Absolute comparative advantages and trends: China and the EUnmc

The change in RCA between 1980 and 2000 for Chinavs that China witnessed a moderate
change in comparative advantages within these yearbecame somewhat less specialized in
2000. The deviation of the sectors from the 4% Ehows that the Chinese RCAs are not very
persistent. For China, the unskilled-labour inteesnhanufacturing cluster (SITC80 to SITC85
and SITC89), with products like furniture, travelagls, apparel and footwear, is strong but has
both increasing and decreasing RCA values. The RQx#efabricated buildings (SITC81) and
footwear (SITC85) increased. The RCAs in miscelbarsemanufactured articles (SITC89),
travel goods (SITC83), textile fabrics (SITC65) apparel and clothing (SITC84) have
decreased enormously, but are still quite strorjiaaportant for China’s exports.
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Figure 4.3

RCA China 2000
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Source: Own calculations based on Feenstra and Lipsey (2005), SITC rev.2 2-digit.
Three products at the lowest end of the RCA distribution have been left out for presentation.
Annex A gives an overview of the meaning of the sector numbers used as labels in the figure.

China experienced an increase in comparative adgarit sectors of higher technological
sophistication like office machines (SITC75) anelctlical machinery (SITC77), and a
decreasing RCA in telecommunication, audio andwigigparatus (SITC76) and photo
apparatus (SITC88), although still exceeding 1. @twavth in these sectors is especially rapid
between 1990 and 2000. Of the sectors with anasangly strong RCA, coal (SITC32),
inorganic chemicals (SITC52), and cork and wood ufectures (SITC63) are examples. Of the
group of strong but declining RCAs, the RCA in pilesin primary forms (SITC57) was 6.47

in 1980 and 5.57 in 2000, which is the third higHR€A in the world. The most important
product group at the 4-digit level is pyrotechnitickes. This group had the highest RCA (equal
to 14.14) of China in 2000. China’s declining biiit strong comparative advantage in crude
animal and vegetable materials (SITC29) is baseplamts and seeds used for pharmacy and

plaiting.

The EUnmc also became less specialized betweend#B82000 and is typically good in the
production of goods that are classified by matserf@ITC60 to SITC69) like rubber, cork and
wood, and non-metallic mineral manufactures. Thaead also has high RCAs in furniture
(SITC82) and prefabricated buildings (SITC81). Bedw 1980 and 2000 the RCAs of plastics
in primary forms (SITC57), power generating macki(®TC71), general industrial machinery
(SITC74), electrical machinery (SITC77) and roatligles (SITC78) have increased. So in the
SITC70 group, that of machinery and transport eapeipt, the EUnmc has increased its
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comparative advantage. The RCAs in cheap labouufaatures like footwear (SITC 85) and
articles of apparel and clothing (SITC84) have dased and the EUnmc does no longer have a
revealed comparative advantage in these goodikeafol travel goods (SITC83), organic
chemicals (SITC51) and beverages (SITC11).

Figure 4.4 RCA in 1980 and 2000 for the EUnmc
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Source: Own calculations based on Feenstra and Lipsey (2005), SITC rev.2 2-digit.
Annex A gives an overview of the meaning of the sector numbers used as labels in the figure.

The trend analyses of the RCAs for China and thar&tJclearly reveal that both countries
have become somewhat less specialized. Both cesifitsdve developed strength in other
groups than the cheap labour manufactures. ForaChie pattern is very evident because on
top of its strength in the unskilled-labour intergsmanufacturing cluster (SITC80 to SITC85
and SITC89), it also became strong in the prodanatiotsome more technologically intensive
products like office machines, electrical machinang telecommunication, audio and video
apparatus. The group of technologically sophistidagoods (electrical machinery, office
machines and telecommunication, audio and videarapys) that we identified in this analysis,
corresponds with what many scholars call China&sngith in exporting consumer electrorifcs
(Adams et al., 2004; Gaulier et al., 2005, 20061étpen and Van Marrewijk, 2004; Rodrik,
2006; Schott, 2006).

1% Scholars also point at the possibility that the Chinese exports of consumer electronics is of the lower quality segment.
Based on the analyses of this paper, this claim cannot be affirmed nor rejected.
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43.1

What remarkable is that all the countries that vwenesidered to have a comparative advantage
in the more technologically sophisticated produlikts electrical machinery,

telecommunication, audio and video apparatus afiteahachines. This indicates that these
products are produced by many countries and thadrérg these products is not as unique as,
for example, the export of flowers.

Factor intensity of exports

A comparison of the factor intensity of the Dutodperts for products at the SITC 4-digit level
for 1980 and 2000 with China and the EUnmc is gitegliin Figure 4.5. It reconfirms that
China has increased its production in more techgicédly intensive product¥, mostly at the
expense of primary products. In 2000, 51% of then&de exports were technology and human
capital intensive as compared to only 27% in 1¥3fina thus has made a big (and somewhat
surprising) leap in technologically intensive exgsdretween 1980 and 2000. For the EUnmc, a
similar shift in factor intensity has taken plaageen 1980 and 2000. In 2000, 63% of the
EUnmc exports were human capital and technologgngive, as compared to only 36% in
1980. The share of unskilled labour intensive etgpbas remained roughly constant at 17% of
total exports. The growth in technology and humapital intensive exports has been at the
expense of exports of primary products. As fath&sNetherlands is concerned, approximately
60% of the Dutch exports are technology and hunagital intensive in 2000 as compared to
43% in 1980. The largest change has been in pripragucts from 46% in 1980 to 31% in
2000. In 2000, the Dutch export-basket was thusacherized by a combination of primary
products and technologically and human-capitahisitee products.

" See also Adams et al. (2004), Chen (2005), Gaulier et al. (2005 and 2006), Hinloopen and Van Marrewijk (2004), Rodrik
(2006), Schott (2006) and Yue and Hua (2002) for similar findings on the rapidly growing importance of the Chinese exports
of a group of technologically sophisticated goods.
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Figure 4.5
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Re-exports or production

In interpreting the previously described result$s important to keep in mind that China’s
exports are to an important extent based on assgmlictivities and that the Netherlands re-
exports a fair amount of its exports. To investgidie relevance and implication of this, Table
4.1, shows the top 10 strongest (based on RCAJ)amgdst (based on export share) export
products. It is striking to see that the produotswhich the Netherlands has a strong
comparative advantage, like the agriculture and fdaster (SITCOO to SITC09), flowers and
bulbs (out of SITC29), animal and vegetable oild fats (SITC40 to 49) and the chemical
cluster (SITC50 to SITC59), are those products dled contribute significantly to the world
exports in those products, but that these prodiztsot have a particularly large contribution to
Dutch national export€ It is electrical machinery, office machines, teletnunicating
apparatus and chemical products that have thediaegport shares. This implies that the
Netherlands do not have a unique position in exppthese products, since the RCAs for these
products are relatively small, although the amdhbatexports of these products are substantial.
Stated differently, this reveals the Dutch positiofEurope as a transit port and underlines the
importance of re-exports for the Dutch economy sTiation is reconfirmed by data on re-
exports provided by the CB8These data show that 94.2% of the total Dutcloebqd office
machines are re-exports, 67.8% of the total Dukgdog of telecommunication, audio and
video apparatus, and 48% of the total Dutch expioglectrical machinery. So the large export
shares and RCAs of the Netherlands in office magshand telecommunication and less so in

audio and video apparatus are likely to be base@-@xports.

18 Jacobs and Lankhuizen (2006) made a characterization of Dutch exports and found the same strong clusters, which are
the agriculture and food cluster, flowers and bulbs and the chemical cluster. They also identify the strength of the
Netherlands in photo apparatus. They did not look at re-exports, resulting in the identification of a relatively small, though
considerable, RCA for the Netherlands in clothing, textile and office machines.

9 Since the data are re-calculated to fit the SITC classification, the percentages are very rough estimates and are therefore
not used for calculations, but only indicative.
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Table 4.1

SITC-2
(2-digit)

Product group

Top 10 export products

33
77
75
78
51
58
89

76

05
29

Petroleum

Electrical machinery

Office machines

Road vehicles

Organic chemicals

Plastics in non-primary forms
Manufactured articles

Telecommunication, audio,
video apparatus

Vegetables and fruit

Crude animal and vegetable
materials (flowers & bulbs)
Total

Top 10 RCA, 2000

29

02
12
43
01
08
05
42
00
09

Crude animal and vegetable
materials (flowers & bulbs)
Dairy and birds' eggs
Tobacco manufactures
Animal & vegetable fats/oils
Meat

Animals feeding
Vegetables and fruit
Vegetable fats & oils

Live animals

Edible products

Total

Primary products
Technology
Technology
Human-capital
Technology
Technology
Technology /
human-capital /
unskilled-labour
Human-capital /
technology
Primary products

Primary products

Primary products
Primary products
Primary products
Primary products
Primary products
Primary products
Primary products
Primary products
Primary products
Primary products

Factor intensity
Percentage share of

RCA Dutch Total Dutch

exports

1.0 10.2
1.0 10.0
1.6 9.8
0.6 4.7
1.9 4.4
2.3 4.4
1.0 3.9
0.7 3.1
2.5 2.9
8.1 2.4
55.9

8.1 2.4
4.5 1.9
4.4 1.3
3.7 0.2
3.2 2.2
2.8 0.9
2.5 29
2.4 0.5
2.4 0.3
2.4 0.6
13.2

World export
in product

3.3
3.1
5.2
17
5.9
7.2

3.1

2.1
8.0

25.5

25.5
14.4
13.9
11.8
10.2
8.9
8.0
7.5
7.4
7.4

Dutch tradables with strong revealed comparative advantage and large national export shares

Import to
export ratio

0.8
0.7
1.2
13
0.6
0.3

0.9

15
0.6

0.2

0.2
0.5
0.3
0.6
0.3
0.5
0.6
0.6
0.5
0.4

Sources: Own calculations based on Feenstra and Lipsey (2005), classification based on Hinloopen and Van Marrewijk (2006).

Based on large contributions to the total natiengorts, China’s largest export sectors are

clothing, footwear, miscellaneous manufacturestaednore technologically sophisticated

products like electrical machinery and telecommatiim apparatus (see Table 4.2). By looking

at high RCAs, the cheap labour cluster is more jgnent and this shows that China is

responsible for almost 25% of the total world expdrclothing and for 40% of the world

export of travel goods. In total, both the chedmla and consumer electronics cluster account
for 73% of the total Chinese export (see Table.4 B)s corresponds to the pattern of trade that

many other scholars have found for the Chineserexpdams et al., 2004; Rodrik, 2005).
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Table 4.2 China® tradables with strong revealed comparative advantage and large national export shares
Percentage share of

SITC-2  Product group Factor intensity RCA China Total Chinese World export in Import to
(2-digit) exports product export ratio

Top 10 export products 2000

84 Apparel and clothing Unskilled-labour 4.5 13.6 24.8 0.0
89 Manufactured articles Technology /
human-capital /
unskilled-labour 3.3 13.4 18.3 0.1
77 Electrical machinery Technology 11 10.5 6.3 0.8
76 Telecommunication, Human-capital /
audio, video apparatus  technology 1.6 8.9 9.0 0.3
75 Office machines Technology 15 8.6 8.2 0.3
85 Footwear Unskilled-labour 6.3 5.2 34.6 0.0
65 Textile yarn Unskilled-labour 1.6 4.6 9.0 0.6
69 Manufactured metals Human-capital 15 3.1 8.5 0.2
83 Travel goods Unskilled-labour 7.4 2.6 40.8 0.0
82 Furniture Unskilled-labour 2.3 2.4 12.8 0.0
Total 73.0
China top 10 RCA, 2000
83 Travel goods Unskilled-labour 7.4 2.6 40.8 0.0
85 Footwear Unskilled-labour 6.3 5.2 34.6 0.0
57 Plastics in primary forms Technology 5.6 0.1 30.6 0.0
81 Prefabricated buildings ~ Unskilled-labour 4.7 15 25.8 0.0
84 Apparel and clothing Unskilled-labour 4.5 13.6 24.8 0.0
89 Manufactured articles Technology /
human-capital /
unskilled-labour 3.3 13.4 18.3 0.1
82 Furniture Unskilled-labour 2.3 2.4 12.8 0.0
88 Photo apparatus Technology /
human-capital 2.2 2.2 12.1 0.2
32 Coal Primary products 21 0.7 11.3 0.0
65 Textile yarn Unskilled-labour 1.6 4.6 9.0 0.6
Total 46.3

a
China is an aggregate of China, Hong Kong and Macau special administrative regions, China free trade zones.

Sources: Own calculations based on Feenstra and Lipsey (2005); Factor intensity classification based on Hinloopen and Van Marrewijk

(2006).

As is discussed in previous sections, assembling pad components of technologically
sophisticated products is one of the explanatiomg @hina can export these products (Chen,
2005, Gaulier et al., 2005, 2006). Therefore, weetdone a somewhat rough calculation of
China’s value added activities based on a broad@uix categories-classification of the
United Nations® The analysis shows that, although China does itgplmt of parts and

components from other Asian countries and expogieat deal of final goods, the amount of

% For this analysis, data from the WTO is used at the SITC 5-digit level for 2000 to 2004. See Gaulier et al. (2006) for more
information.
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imports of parts and components is somewhat ddageastween 2000 and 2004. This might
indicate a shift from sole assembling to more potidun in China, supporting the findings of
Rodrik (2006), that domestic companies (start tay a significant role in the economic growth
of China and become more and more able to prodwezhipts themselves. This does not rule

out the possibility that this might be done by fgrecompanies with R&D centres in China.

Table 4.3 Top 10 RCA and export value for the EUnmc, 2000

Percentage share of
SITC-2  Product group Factor intensity RCA EUnmc Total EUnmc  World export in
(2-digit) export product

Top 10 exports products

78 Road vehicles (inc air-cushion vehicles)  Human-capital 14 12.1 2.3
77 Electrical machinery, apparatus & Technology

appliances, n.e.s. 1.0 10.2 1.7
84 Articles of apparel and clothing Unskilled-labour

accessories 1.6 5.3 2.7
71 Power generating machinery and Technology

equipment 2.0 5.1 3.4
75 Office machines and automatic data Technology

processing machines 0.8 4.9 1.4
76 Telecommunication & sound record & Human-capital

reproduce app & equip 1.0 4.7 1.7
82 Furniture & pts; bedding, mattresses, etc. Unskilled-labour 4.0 4.1 6.6
74 General industrial machinery & Technology

equipment, n.e.s. & pts 1.1 3.8 1.8
69 Manufactures of metals, n.e.s. Human-capital 1.8 3.6 3.1
33 Petroleum, petroleum products & related Primary products

materials 0.4 3.6 0.6

Total 57.4

EUnmc top 10 RCA, 2000

82 Furniture & pts; bedding, mattresses, etc. Unskilled-labour 4.0 4.1 6.6
63 Cork and wood manufactures other than  Natural-resource

furniture 4.0 1.9 6.6
32 Coal, coke and briquettes Primary products 3.3 1.2 5.4
24 Cork and wood Primary products 2.8 1.7 4.6
56 Fertilizers (except crude of group 272) Technology 25 0.6 4.1
62 Rubber manufactures, n.e.s. Human-capital 2.1 15 35
71 Power generating machinery and Technology

equipment 2.0 51 3.4
81 Prefab buildings; sanitary, plumb etc Unskilled-labour

fix nes 1.9 0.6 3.2
00 Live animals other than animals of Primary products

division 03 1.9 0.3 3.1
69 Manufactures of metals, n.e.s. Human-capital 1.8 3.6 3.1

Total 20.7
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As for the EUnmc, based on RCAs, these countriestaong in a bunch of different products
with different underlying factors like the unskidléabour intensive products of furniture and
prefabricated buildings and cork and wood and theufactures thereof which are primary
products and natural-resource intensive (see TaB)e If the contribution of sectors to the total
national exports is considered, the most imporfasmc export products are human capital
and technology intensive like road vehicles, eleatrmachinery, office machines and power
generating machinery. These products account f@9s0f the total national exports of the

EUnmc.

Relative comparative advantage

After having analyzed the strong export sectorstagntls in the comparative advantage of the
Netherlands, we will now compare the Dutch expaghet with the Chinese and EUnmc export
baskets to identify the sectors in which both coaathave a comparative advantage. In this
section we also look at the export basket of th& &=\Figure 4.6 shows the comparison of the
RCAs by factor intensity in 2000 for China and Metherlands and shows the potential
substitutability of products of high technologyglanes Il and Ill. Above the 45° line, the

Dutch RCA is stronger and below the 45° the ChirRE4 is stronger. The Dutch dominance
in the agriculture and food cluster and chemicasi@r is depicted in plane I, while the Chinese
dominance in the unskilled-labour intensive proagucts depicted in plane IV. The planes V
and VI show the products for which neither the Ne#mnds nor China have a strong RCA.
China lost its competitive advantage in vegetabatesfruits, edible products and essential oils,
while the Netherlands is still strong in producthgse products. The Netherlands lost its
comparative advantage (of which some is based-emperts) in textile yarn,
telecommunication, audio and video apparatus aefhlpricated buildings, while China is still
strong in producing these products. The NetherlamdisChina both are strong in crude
fertilizers, but the Dutch RCA is presumed to bedshon re-exports.

30



Figure 4.6
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Source: Own calculations based on Feenstra and Lipsey (2005) SITC rev.2 2-digit. Classification based on Hinloopen and
Van Marrewijk (2006).

Some products at the lowest end of the RCA distribution have been left out for presentation.

pr = primary products; nat.= natural-resource intensive; u = unskilled-labour intensive; ht = technology intensive;

hc = human-capital intensive; nc = not specified

The Netherlands and China also both became stroaffice machines, but again the Dutch
RCA is presumed to be based on re-exports. Bothtdes have a strong RCA in SITC29, but
at the 4-digit level, for the Netherlands this iedo flowers and bulbs and for China due to
plants and seeds used for pharmacy and plaiting.|@aves inorganic chemicals, photo
apparatus and electrical machinery as the onlytsutable and thus potentially competing
SITC tradable. Both China and the Netherlands laaR€A of close to or larger than 1 for
these products and less than 50% of the exportea®ports for the Netherlands.

The overlap between the RCAs of the Netherlandglaa@&Unmc in some products out of the
agriculture and food cluster like live animals, ine@ad diary products are depicted in plane I
of Figure 4.7 and in fertilizers and paper, degdteplane Il of Figure 4.7. The EUnmc have a
higher RCA in electrical machinery and office mads, depicted in plane V. There is no
overlap in the Dutch chemical cluster (plane I) gmelEUnmc production of cheap labour
manufactures, manufactures classified by mateaiadsthe machinery and transport equipment
(plane 1V).
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Figure 4.7 RCA according to factor intensity for the Netherlands and the EUnmc, 2000
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Source: Own calculations based on Feenstra and Lipsey (2005) SITC rev.2 2-digit. Classification based on Hinloopen and
Van Marrewijk (2006).

Some products at the lowest end of the RCA distribution have been left out for presentation.

pr = primary products; nat.= natural-resource intensive; u = unskilled-labour intensive; ht = technology intensive;

hc = human-capital intensive; nc = not specified

The position of the Dutch economy in the E@1if terms of comparative advantage according
to factor intensity is rather scattered, as is shawFigure 4.8. Plane | depicts the strong
position of the Netherlands in the agricultural dodd cluster as well as in the animal and
vegetable oils. Plane IV depicts the strong pasiibEurope in a variety of technologically
intensive products and human-capital intensive petsd Planes V and VI depict the sectors for
which neither the Netherlands nor Europe has agtpmsition. Planes Il and Il depict the
products for which both Europe and the Netherldralse a strong RCA. The Netherlands and
Europe both have a stronger position in the chedrolaater, in which Europe is somewhat
stronger than the Netherlands.

% There are good reasons why large countries tend to have RCAs that are close to unity (see Section 2). For the EU15 this
is clearly true. For almost all products they have an RCA close to 1. Only beverages (SITC11), medicinal and
pharmaceutical products (SITC54) and coin including gold (SITC95) have a RCA of larger than 2. A concomitant problem of
aggregating over countries is the increasing occurrence of SITC groups ending in X, A or 0, which are rather inconsistent.
Therefore it is not very informative to extensively describe the RCAs of the EU15, but only to compare the Netherlands with
the European Union.
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Figure 4.8 RCA according to factor intensity for the Netherlands and European Union, 2000
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Van Marrewijk (2006).

Some products at the lowest end of the RCA distribution have been left out for presentation.

pr = primary products; nat.= natural-resource intensive; u = unskilled-labour intensive; ht = technology intensive;

hc = human-capital intensive; nc = not specified.

As is seen in the previous analyses, China an&thenc have some overlapping RCAs.

Figure 4.9 depicts the RCAs according to factagnstty for China and the EUnmc. There is an
overlap in the cheap labour cluster of footweanthes and apparel and prefabricated buildings
(plane 1l and 111), but also in the consumer elexics cluster, in which China has a somewhat
higher RCA (plane Ill). What is also interestingoloserve, is that the EUnmc have more RCAs
in human capital and technology intensive produigpjcted in plane I, which are the sectors of
machinery and transport equipment and manufactlassified by materials.

In the next subsection, we turn to the questiontidrethe products out of the sectors for which
both China and the EUnmc and the Netherlands haweenparative advantage are exported to
the same geographical markets. If this is the dageDutch exports in these products might be

prone to competition from emerging economies.
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Figure 4.9 RCA according to factor intensity for China and the EUnmc, 2000
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4.5 Geographical distribution of Dutch and Chinese exports

The extent to which the emergence of China poskreat to the position of Dutch firms

largely depends on the overlap in destination marf@ China and the Netherlands.
Furthermore, to the extent that Chinese comparatilantages overlap with those of the
EUnmc, the latter countries may be more naturalimgpartners for the Netherlands. Table 4.4
gives the overlapping competing sectors for the lBdiand China in 2000 with the calculated
percentage that the Netherlands imports of theseéugts from these countries. The over all
imports from these countries have increased sutisligrbetween 1980 and 2000. The
Netherlands only imports more coal, wood and codnufactures, textile yarn and furniture
from the EUnmc than from China. The import of clathand footwear from China has
increased enormously between 1980 and 2000.Therirapplastics in primary form is, with
86% of the total imports, completely dominated hyr@. The Netherlands imports about 5%
of the telecommunication, audio and video apparfatum China and about 4% from the
EUnmc. The lions’ share of the imports of telecomination, audio and video apparatus from
the United States and the rich Asian countriesJi&ean, South Korea, Taiwan, Singapore and

Hong Kong. Most Dutch imports of electrical machineome from both the richer Asian
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countries and from the United States, the Unitetglom and Germany and less so from China
and the Eunmc.

Table 4.4 Competing sectors in 2000 for Eunmc and China by Dutch imports
From Eunmc China
1980 2000 1980 2000

SITC 2 (2-digit) Product group % Dutch imports
32 Coal, coke and briquettes 10.6 8.3 0.0 3.8
57 Plastics in primary forms 0.0 0.0 15.5 86.1
63 Cork and wood manufactures other than

furniture 0.5 7.3 0.2 6.0
65 Textile yarn, fabrics, made-up articles, n.e.s. 0.8 4.8 1.7 3.4
66 Nonmetallic mineral manufactures, n.e.s. 0.7 3.3 0.1 55
69 Manufactures of metals, n.e.s. 0.5 4.6 0.2 6.0
76 Telecommucation & sound record &

reproduce app & equip 0.1 3.9 0.0 4.8
77 Electrical machinery, apparatus &

appliances, n.e.s. 0.3 19 0.0 4.6

Prefab buildings; sanitary, plumb etc fix
81 n.e.s. 15 5.3 0.1 13.1
82 Furniture & pts; bedding, mattresses, etc. 1.2 7.8 0.1 4.9
84 Articles of apparel and clothing accessories 3.5 6.1 0.7 10.5
85 Footwear 1.5 2.5 0.4 13.3

When we consider the direction of the Dutch expiortgeneral, we observe that most of the
products are destined for European countries. &ptbducts of which we assume, based on
CBS data, that a large share are re-exports,dh@gen truer. We take a closer look at the
destination of the Dutch and Chinese exports bygidening the results of the gravity analyses
(given in Annex D).

For both the Netherlands and China the resultheftavity analysis reveal that the sectors for
which the countries have a comparative advantagéeas sensitive to distance than the sectors
for which the countries do not have a comparatisaatage. We have also found that the
sectors in which it is likely that the Netherlandsexports much, the sensitivity to distance is
much stronger. The products that are most sensai&DP, are the technologically intensive
products. These products have the highest estin@d coefficients. Since most rich
countries are located further away from China,gtevity equations for China for these
products show a low sensitivity to distance andga kensitivity to GDP. The gravity analysis
that we have performed at the 2-digit level for G#? capita and distance subscribe to these
conclusion, but in a more extreme way. If GDP @it is considered, the technologically
intensive products have a stronger GDP per cagpitaivity and a less strong sensitivity for
distance for China (vis-a-vis the GDP gravity asay Since the Netherlands are closer to the
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rich countries in the world, GDP per capita is afonger, but distance is not more sensitive
than under the GDP specification.

The results of the ranking analysis of the thréfedint geographical distribution measures for
the strong export sectors of the exports of Chimchthe Netherlands for 2000 are given in
Annex E. These results show that China has a gklyadrt market, while the Netherlands has a
much more localized export market, which is exgdiby the Dutch role as a transit port in
Europe. The great extent to which the Chinese ¢s@we destined for the global market, is also
emphasised by in Hinloopen and Van Marrewijk (2004 global pattern of Chinese trade is
also apparent in the potential substitutive prosifimt the Netherlands and China. 73% of the
Dutch export of electrical machinery is exportedEtaope and the rest is mostly exported to
Asia and America. China exports about 40% of tleetelcal machinery to Asia, while it

exports the rest to Europe and America. 82% ofthich export of inorganic chemicals goes to
Europe, while China exports about 40% of its inaiga&hemicals to Asia and the rest to
Europe and America. The Netherlands export 40%@photo apparatus to Europe and the rest
to America and Asia. Again China exports 60% opi®to apparatus to Europe and America.

Since both countries export these products to glwiaakets, it is likely that their trade is
competitive, though both the Chinese local marketthe Dutch local market seem more
natural trade partners. So only for the trade arganic chemicals, electrical machinery and
photo apparatus we have identified a possibilitingénsified competition for Dutch trade due
to the emergence of China, especially becausedmthtries export to the same markets.

Trade patterns of other Asian countries

Several scholars have pointed out that the emergence of China, and the role that foreign investment played in this
emergence, has influenced the allocation of production most heavily within Asia itself. In this box, we therefore take a
look at changes in trade patterns of other Asian countries as compared to China, namely Japan and Thailand. We will
show that even Japan’s RCAs did not suffer much from the emergence of China. Figure 4.10 shows the RCA trends and
levels for Japan and Thailand in 1980 and 2000. Japan is mostly good in producing machinery and transport equipment
(SITC70 to SITC79) and consumer electronics (SITC75, SITC76, SITC77 and SITC88) , as is depicted in planes Il and
Il. As is seen in planes | and IV, there are hardly any declining sectors in Japan, but also hardly any rising sectors,
showing that Japanese RCAs are persistent despite globalisation. Also Thailand shows many sectors with increasing
RCAs (plane I) like office machines (SITC75) and telecommunication, audio and video apparatus (SITC76), but also
more low cost labour products like footwear (SITC85). Planes Il and Il show that Thailand is good in producing
agricultural products (out of the SITCOO0 to SITC09 group) and manufactures classified by materials (out of the SITC60
to SITC61 group). A comparison between Japan and China in Figure 4.11 shows again that only the three consumer
electronics in plane Il and Il are potentially competitive. Japan has an economy that mostly relies on human capital and
technological intensive products out of the machinery and transport equipment and more scientific machinery (plane 1),
which do not compete with China. A comparison between Thailand and Japan in Figure 4.11 gives a similar impression,
namely that Japan does not experience much threat for its strong competitive position in the world trade for machinery

and transport equipment from emerging economies.
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Figure 4.10 RCA change for Japan and Thailand between 1980 and 2000
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Figure 4.11 RCA by factor intensity for Japan, China and Thailand in 2000
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Conclusion

In this paper, we have focused on the influencglafalisation on the Dutch competitive
position in world trade. We have done this by logkat the emergence of China and the
EUnmc. On the one hand the emergence of ChinalenBWnmc can affect the
competitiveness of important Dutch export prodietd on the other hand it can influence the
Dutch position as a transit port for Europe. Infbodses we have found that globalisation did
not have a negative influence over the past 20sydauspite of (or due to) globalisation the
Dutch position as a transit port for Europe hasnisified. With a further growth of production

in Asia, this position might become even more intgatrin the future. Also, in spite of, or due
to, globalisation the three important Dutch exmbusters, namely the chemical, flower and
bulbs and food and agriculture cluster are stilinggortant now as 20 years ago, pointing at the
persistence of these comparative advantages. Arkafle result of our analysis is that the
emerging economies that we have considered andetredoped economies we have considered
all have a RCA in electrical machinery, office miaes and telecommunication, audio and
video apparatus. This might indicate that havilRCGA in these products is not a very unique
feature of a country’s export-basket and thus anerto influence by globalisation because the
production of these goods can easily be re-alloctdow wage countries. For these products
it might mean that the technology of these prodisciscated in a different country than the
manufacturing and assembling of the parts of tipesducts. One can argue that sectors that
produce completely domestic are those sectorsatiegbersistent in their comparative advantage
because of existing networks and developed taciiedge. An example of such clusters is the
Dutch food and agriculture cluster and the flowetustry, which not only consists of the
farmers and breeders, but also of technologicatldgwment centres, universities, multinational
firms and infrastructure. Sectors or firms that ao¢ tight to such local clusters can easily re-
allocate production to low labour cost countried are not likely to stick in one place and are
therefore not likely to provide a long lasting caamgtive advantage for a country.

A remark about the future threat of emerging ecaesrfor the Dutch competitive position in
world trade is that for the industries in which tietherlands has a comparative advantage and
those that are based on primary products, likegreulture and food cluster, future
competition with China is not likely. This is based the fact that China does not have a
comparative advantage in these products in geaachin the factor primary products in
particular. The EUnmc do have a comparative adggnita some agricultural and food
products, but it is questionable whether these wmsnare able to build a very distinguishing
cluster that makes the comparative advantage eétheoducts last in the future.

If China keeps developing its strength in technially intensive products, competition
between China and the Netherlands in the chemiigsier might arise. The product out of the
chemical cluster for which China and the Nethertaalleady compete is inorganic chemicals
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especially because both the Netherlands and Claiva & global export market for inorganic

chemicals.

In this paper, we have found no very sound evidd¢imaethe EUnmc are more natural trading
partners than China, at least not for the prodinctghich both countries have a comparative
advantage. We can come up with some possible reagionthis is so, but the result is still
quite remarkable. In the future, when not only phgsical barriers but the institutional barriers
in the EUnmc too have opened, trade might beconre intense. The fact that the Netherlands
might lose its already declining position in thestlh consumer electronics sectors in the future,
might be due to the emergence of China and the EUhut is most likely to be due to low
costs countries in general. We have just argueddirawage costs are a factor that does not
determine persistent strong export sectors. Loasiage sectors might need some adjustment
on the micro level, but is not something to worbpat on a macro level.
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Annex A SITC product groups classification

The SITC- Rev.2, 2-digit product groups classifimathas been applied.

00
01
02
03
04
05
06
07
08
09
10
11
12
20
21
22
23
24
25
26
27
28
29
30
32
33
34
35
40
41
42
43
50
51
52
53
54
55
56

food and live animals

meat and meat preparations

dairy products and birds' eggs

fish (except marine mammal) crustaceans, e¢pspr
cereals and cereal preparations

vegetables and fruit

sugars, sugar preparations and honey

coffee, tea, cocoa, spices and manufacturesdaher
feeding stuff for animals not including unmilleereal
miscellaneous edible products and preparations
beverages and tobacco

beverages

tobacco and tobacco manufactures

crude materials, inedible, except fuels

hides, skins and fur skins, raw

oil seeds and oleaginous fruits

crude rubber (including synthetic and reclaimed)
cork and wood

pulp and waste paper

textile fibbers and their wastes (excluding wogis, etc.)
crude fertilisers (not of div 56) and crude maie
metalliferous ores and metal scrap

crude animal and vegetable materials, not elseavpecified
mineral fuels, lubricants and related materials
coal, coke and briquettes

petroleum, petroleum products and related nadseri
gas, natural and manufactured

electric current

animal and vegetable oils, fats and waxes

animal oils and fats

fixed veg. fats and oils crude, refined, fractite
anml/veg fats/oils process/waxes/inedible pnep elsewhere specified
chemicals and related products, not elsewhezeifsgd
organic chemicals

inorganic chemicals

dyeing, tanning and colouring materials

medicinal and pharmaceutical products

essential oils, etc; toilet, polishing etc prep
fertilisers (except crude of group 272)



57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
87
88
89
90
91
93
94
95
96
97
98
99

46

plastics in primary forms

plastics in non-primary forms

chemical materials and products, not elsewhageifed
manufactured goods classified chiefly by materia

leather, leather mfr, not elsewhere specified, dressed fur skins
rubber manufactures, not elsewhere specified

cork and wood manufactures other than furniture

paper, paperboard and articles thereof

textile yarn, fabrics, made-up articles, noeelsere specified
non-metallic mineral manufactures, not elsewkeeified
iron and steel

nonferrous metals

manufactures of metals, not elsewhere specified
machinery and transport equipment

power generating machinery and equipment

machinery specialised for particular industries
metalworking machinery

general industrial machinery and equipmentetsgwhere specified, and pts

office machs and automatic data processing machs
telecommun and sound record and reproduce appanp
electrical machry, apparatus and appliancesglsetvhere specified
road vehicles (inc air-cushion vehicles)

transport equipment, not elsewhere specified

miscellaneous manufactured articles

prefab buildings; sanitary, plumb etc fix, ntseavhere specified
furniture and parts; bedding, mattresses, rsavetere specified.
travel goods, handbags and similar containers

articles of apparel and clothing accessories

footwear

professional scient and control inst and apparatot elsewhere specified
photo appt, equip and optical goods not elsesvigecified; watch and clk
miscellaneous manufactured articles, not elsexv$ecified
commodities and transactions not classifiednisee

postal packages not classified according to kind

special transactions and commodities not clagslify kind

animals, live, not elsewhere specified

coin including gold; proof and presentation sets

coin (other than gold coin) not being legal &nd

gold, non-monetary (excluding ores & concensgate

estimate of low valued import transactions

low value shipments; various shipments nik
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Annex B
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Annex C Absolute changes in RCA at the 4-digit
level for the Netherlands

fixed vegetable oils ]123.75
nickel — (0
aircraft & associated equipment and parts 757
photographic & cinematographic apparatus n.e.s 1584
flours, meals & flakes [ 15.06
special transactions & commodities, not classified to kind [ 13.96
linseed oil 1382

cocoa butter and cocoa paste 1346

bulbs 1312

machinery & equipment specialized for particular industries [ —13.07
dyeing & tanning extracts -6.09 ]
agricultural machinery and parts -6.28 ]
thermionic, cold & photo-cathode valves, tubes, parts R 0] —
aluminium 691
other non-electrical machinery tools By N
sanitary, plumbing, heating, lighting fixtures 780 —————
vegetables 804
regenerated cellulose =5 v J —
animal & vegetable oils and fats Aiei——————

tobacco manufactured -16.71 [
T T T T T T T T T 1

-20 -15  -10 -5 0 5 10 15 20 25 30
RCA 2000- RCA 1990

flours, meals & flakes ]
starches, inulin and wheat gluten —
bacon, ham & other meat of swine —
linseed oil I
photographic & cinematographic apparatus n.e.s —
converted paper and paperboard, n.e.s. I
other soft fixed vegetable oils —
iron pyrites, unroasted —
parts of and accessories suitable for office machines I—
fish fillets —
other artificial plastic materials, n.e.s. ———1
typewritters; cheque-writting machines ——1
margarine | —
swine, live ———1
meat of swine —
electrical filament lamps and discharge lamps C———1
tin and tin alloys
fabrics woven of wool [
coal gas, water gas,producer gas & similar gases [
shavers & hair clippers with motor and parts [
T T T T 1

-15 -10 -5 0 5 10
RCA 2000- RCA 1980



flours, meals & flakes [ 10.40
bacon, ham & other dried meat of swine 701
cut flowers 1696
swine, live 16.75
photographic & cinematographic apparatus n.e.s 1590
cigarettes [ 1545
road tractors and semi-trailers 1414
meat & edible offals 1401
coal gas, water gas,producer gas & similar gases 401
potatoes 1360
fatty acids 426 ]
sands, natural, of all kinds -4.33———]
hormones, natural or reproduced by synthesis 4521
fertilizers, n.e.s. -4.56 ]
vegetables -4.68 ]
palm kernel oil 476 ]
tugs, special purpose vessels, floating structures -5.39 ]
glass, n.e.s. 5551
margarine -6.47———1
electrical filament lamps and discharge lamps =X 0[0)
T T T T T T T T T 1
-20 -15 -10 -5 0 5 10 15 20 25

50

RCA 2000- RCA 1962
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Annex D Results Gravity analysis at the 2-digit level
for the Netherlands and China

Results Gravity analysis at the 2-digit level for the Netherlands

SITC 2 Log (distance) Log (gdp_wb)

Coefficient t-value Coefficient t-value
00 -0.70 -4.95 0.56 7.06
01 -0.75 -4.11 0.50 6.11
02 -0.30 -1.91 0.39 6.10
03 -0.59 -3.24 0.59 7.05
04 -0.57 -451 0.51 8.99
05 -1.20 -9.01 0.56 9.20
06 -0.60 -4.93 0.59 9.02
07 -0.82 -7.86 0.69 13.08
08 -1.04 -8.81 0.55 8.52
09 -0.45 -4.23 0.53 10.73
11 -0.56 -3.87 0.51 8.06
12 -0.56 -2.78 0.58 5.04
21 -0.10 -0.37 0.59 2.86
22 -0.90 -4.76 0.33 3.05
23 -0.76 -6.45 0.79 8.45
24 -0.64 -3.58 0.48 4.34
25 -0.32 -1.10 0.34 1.25
26 -0.45 -3.60 0.18 3.59
27 -0.95 -7.64 0.55 7.10
28 -0.54 -2.32 0.90 4.95
29 -1.07 -10.89 0.85 15.50
32 -0.96 -751 0.52 5.68
33 -1.07 -6.24 0.72 8.53
34 -1.25 -4.10 0.89 4.78
41 -0.79 -6.04 0.26 3.44
42 -0.94 -5.94 0.27 3.96
43 -0.65 -5.67 0.47 7.11
51 -0.53 -5.34 1.21 22.59
52 -0.65 -5.60 0.90 12.05
53 -0.52 -5.39 0.73 14.90
54 -0.52 -5.35 0.85 19.23
55 -0.73 -7.05 0.65 12.42
56 -0.52 -3.44 0.49 5.81
58 -0.88 -8.22 0.94 17.60

59 -0.42 -5.18 0.87 22.52

# obs.

71
73
123
65
114
109
74
88
87
108
97
62
29
36
50
38
28
76
55
42
93
32
92
21
29
85
63
99
69
98
128
95
69
103
111

RZ

0.57
0.52
0.31
0.55
0.54
0.67
0.62
0.76
0.68
0.60
0.52
0.41
0.24
0.52
0.70
0.50
0.11
0.34
0.70
0.44
0.83
0.79
0.60
0.78
0.67
0.47
0.61
0.87
0.75
0.77
0.80
0.72
0.50
0.82
0.85
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Results Gravity analysis at the 2-digit level for the Netherlands (continued)

SITC 2

61
62
63
64
65
66
67
68
69
71
72
73
74
75
76
77
78
79
81
82
83
84
85
87
88
89
90
93

Log (distance)
Coefficient

-0.45
-0.73
-0.83
-0.83
- 0.96
-0.81
-0.88
-0.70
-0.87
-0.40
-0.44
-0.50
-0.61
-1.33
-1.03
-0.72
-1.04
-0.42
-0.96
-0.91
-1.03
-1.37
-1.24
-0.52
-0.47
-0.96
-0.19
-0.34

t-value

-2.85
-7.01
-7.21
-8.75
-7.79
-7.65
-6.77
-5.61
-8.49
-3.61
-4.61
-3.41
- 6.66
-10.14
-7.07
-5.46
-7.89
-2.37
-8.47
-7.22
-8.90
-8.54
-6.44
-4.73
-4.08
-8.34
-0.71
-1.18

Log (gdp_wb)

Coefficient

0.43
0.53
0.49
0.75
0.61
0.72
0.66
0.87
0.70
0.61
0.77
0.59
0.86
0.79
0.87
1.07
0.65
0.42
0.56
0.58
0.43
0.49
0.42
0.79
1.08
0.85
0.91
0.44

t-value

4.62
10.75
7.58
15.93
10.23
11.64
9.88
11.97
13.80
11.81
17.62
6.39
19.34
13.10
10.38
15.03
11.06
4.67
8.25
8.80
6.09
6.04
4.19
14.42
15.89
14.51
3.12
3.68

# obs.

46
99
63
105
96
72
89
73
102
104
113
54
113
105
83
100
110
7
64
69
40
56
40
101
71
102
28
51

0.41
0.70
0.70
0.80
0.69
0.77
0.67
0.73
0.77
0.65
0.78
0.52
0.83
0.77
0.69
0.76
0.69
0.33
0.72
0.68
0.75
0.70
0.63
0.74
0.80
0.78
0.31
0.24
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Results Gravity analysis at the 2-digit level for China

SITC 2 Log (distance) Log (gdp_wb)

Coefficient t-value Coefficient t-value
01 -1.76 -3.74 0.37 3.86
02 -0.56 -0.94 0.06 0.31
03 -1.25 -3.42 1.00 9.50
04 -1.60 -4.13 0.24 2.40
05 -0.98 -4.85 0.81 13.58
06 -1.32 -4.16 0.52 4.27
07 -0.17 -0.50 0.31 3.45
08 -1.46 -5.80 0.66 7.33
09 -0.97 -3.99 0.52 7.03
11 -184 -4.36 0.54 3.94
12 -1.41 -3.86 0.36 3.44
21 -1.79 -2.90 -0.09 -0.33
22 -0.72 -2.15 0.61 6.28
23 -1.39 -4.93 0.35 2.66
24 -1.84 -4.41 0.94 5.23
25 -1.02 -1.79 0.19 0.78
26 -1.37 -3.70 0.54 4.53
27 -1.17 -5.40 0.90 11.81
28 -0.84 -3.41 0.91 9.72
29 -1.15 -4.50 1.04 11.46
32 -0.89 -2.32 0.83 5.09
33 -1.24 -341 0.47 4.17
42 -1.40 -2.73 0.33 1.20
43 -0.27 -0.97 0.17 1.30
51 -0.45 -2.40 0.92 16.73
52 -1.19 -5.98 0.82 14.70
53 -0.73 -3.09 0.69 10.12
54 -0.50 -2.63 0.70 13.95
55 -0.49 -2.16 0.52 8.03
56 -1.35 =277 0.19 1.12
57 0.08 0.30 0.53 6.58
58 -1.00 -4.12 0.74 9.17

59 - 0.56 -2.70 0.65 10.78

# obs.

40
16
47
68
90
49
76
37
61
27
50
11
53
26
31
11
57
68
48
59
46
73
20
14
106
100
87
107
80
24
62
74
96

0.47
0.06
0.70
0.27
0.71
0.40
0.15
0.69
0.52
0.49
0.34
0.51
0.47
0.57
0.59
0.29
0.39
0.70
0.71
0.72
0.41
0.31
0.32
0.22
0.74
0.73
0.58
0.69
0.48
0.32
0.42
0.57
0.59
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Results Gravity analysis at the 2-digit level for China (continued)

SITC 2 Log (distance) Log (gdp_wb)

Coefficient t-value Coefficient t-value
61 -1.36 -4.15 0.75 6.21
62 0.06 0.28 0.64 11.31
63 -0.59 -2.35 0.84 11.55
64 -1.12 -4.93 0.80 11.57
65 -0.65 -2.41 0.63 9.25
66 -0.62 -3.37 0.84 17.69
67 -1.37 -6.86 0.78 13.83
68 -1.19 -4.94 0.84 12.46
69 -0.28 -1.56 0.83 18.12
71 -1.05 -3.92 0.76 10.98
72 -0.97 -4.59 0.57 10.25
73 -0.82 -4.11 0.72 11.95
74 -0.69 -3.70 0.86 17.25
75 -0.20 -0.82 1.33 18.04
76 -0.61 -2.61 1.17 17.41
77 -0.50 -2.21 1.04 17.49
78 -0.42 -2.06 0.68 13.50
79 -0.78 -1.95 0.23 1.93
81 -0.16 -0.86 0.91 18.14
82 -0.28 -1.09 1.05 13.41
83 0.20 0.85 1.02 17.57
84 -0.69 -2.37 0.97 12.62
85 0.07 0.27 0.81 12.81
87 -0.84 -4.33 0.89 15.92
88 -0.51 -2.32 1.13 16.64
89 -0.03 -0.15 1.16 22.10
90 -0.61 -0.96 0.05 0.16

93 -0.28 -0.32 0.79 3.40

# obs.

61
117
70
82
138
119
99
7
129
95
119
78
124
97
111
126
125
67
111
80
110
123
132
94
85
132
24
20

0.49
0.53
0.69
0.66
0.43
0.75
0.72
0.71
0.74
0.63
0.55
0.70
0.74
0.78
0.75
0.73
0.62
0.11
0.76
0.70
0.75
0.60
0.57
0.76
0.78
0.80
0.05
0.41
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Annex E Geographical destination of Dutch and
Chinese strong export sectors

Chinese exports of strong sectors by destination, 2000

Average distance Distance East-Asia EU USA Rest

SITC 2 km decay RCA <2500 <10000 <12500
%

03 4050 -1.25 1.35 72.10 8.89 15.59 3.42
27 5146 -1.17 1.50 51.20 16.62 18.75 13.43
29 5648 -1.15 1.50 47.11 20.72 22.34 9.84
32 4168 -0.89 2.06 67.87 13.10 7.29 11.73
52 5583 -1.19 1.28 40.77 15.20 16.57 27.47
57 8632 0.08 5.57 9.62 36.62 34.85 18.90
63 6471 -0.59 1.26 41.71 17.50 34.56 6.24
65 4981 -0.65 1.64 52.47 13.06 14.61 19.85
66 7092 -0.62 1.15 32.91 19.28 36.91 10.90
69 7394 -0.28 1.54 28.32 22.30 36.92 12.46
75 6977 -0.20 1.50 31.84 20.47 35.66 12.03
76 6342 -0.61 1.63 41.83 14.89 31.96 11.32
77 5972 -0.50 1.15 44.63 16.31 27.23 11.84
81 8288 -0.16 4.69 21.50 18.31 52.36 7.83
82 8275 -0.28 2.32 25.02 13.12 58.62 3.24
83 6274 0.20 7.43 43.69 23.66 26.14 6.51
84 5270 -0.69 451 56.31 15.95 18.61 9.13
85 7531 0.07 6.29 33.71 10.04 49.35 6.90
88 6036 -0.51 2.20 45.89 19.82 26.50 7.78
89 7456 -0.03 3.33 32.10 18.53 43.35 6.03

Source: Own calculations based on Feenstra and Lipsey (2005), CEPII (2005).
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Dutch exports of strong sectors by destination, 2000

Average distance

SITC 2 km
00 1351
01 1307
02 2097
05 1037
06 2072
07 1874
08 985
09 2288
11 4158
12 1088
21 3379
27 858
29 1589
33 566
34 308
41 751
42 1327
43 1501
51 2007
52 1695
53 2215
54 2455
55 1689
56 1666
58 1518
59 2665
64 1438
75 1021
77 2617
88 4720
94 5144

Distance
decay

%

- 0.70
- 0.75
—-0.30
-1.20
—0.60
—-0.82
-1.04
—0.45
—0.56
—0.56
—-0.10
-0.95
-1.07
-1.07
-1.25
-0.79
-0.94
—0.65
—-0.53
—-0.65
—-0.52
—-0.52
-0.73
-0.52
—0.88
—-0.42
-0.83
-1.33
-0.72
—-0.47

0.02

RCA

2.36
3.22
4.55
2.53
1.36
1.84
2.81
2.35
1.80
4.41
1.81
1.08
8.08
1.04
1.17
1.22
2.39
3.74
1.87
1.21
1.44
1.35
1.10
1.67
2.29
1.70
111
1.64
0.99
1.76
1.34

EU
<2500

86.48
91.35
74.50
91.65
79.08
80.98
94.07
78.46
38.63
97.24
68.79
92.76
85.31
95.24
98.93
96.68
88.57
86.45
80.09
82.84
78.89
75.40
86.03
85.75
87.44
72.98
87.83
92.81
73.46
43.38
20.61

Source: Own calculations based on Feenstra and Lipsey (2005), CEPII (2005).

USA
<7500

9.97
1.66
9.00
4.31
7.56
9.17
0.81
4.17
49.37
0.85
2.90
3.81
7.25
3.16
1.07
0.61
4.83
4.15
7.31
9.70
5.70
9.10
3.48
4.35
3.23
7.73
4.44
3.04
6.41
23.15
64.82

CHN
<10000

1.23
5.14
7.14
1.54
9.11
5.21
3.20
7.84
9.34
0.91
27.03
1.59
5.57
0.46
0.00
1.13
4.27
4.57
8.80
4.21
8.57
6.61
5.46
5.94
5.56
12.20
4.13
1.08
14.56
31.31
11.30

Rest

2.31
1.85
9.36
2.50
4.24
4.64
1.92
9.53
2.66
0.99
1.27
1.85
1.87
1.15
0.00
1.59
2.32
4.83
3.80
3.24
6.83
8.88
5.04
3.96
3.77
7.09
3.60
3.07
5.57
2.16
3.26
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