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The last six months

Short term plans (2014)

Policy use:
— How can we increase it?

Future of CompNet after our mandate ends
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. What we achieved



WSI

e Val

= New non-price indicators have been developed

ue added:

Based on product-level statistics (e.g. about 5,000 products)

— Applying novel methodologies

 Examples of indicators

(for complete list, check:

http://www.ecb.europa.eu/home/html/researcher compnet.en.html):

Non-price factors (K.Benkovskis, ] Worz)

Barometer of competitive pressure (K.Benkovskis, M.Silgoner, K.Steiner, | Worz)
Export sophistication index (E.Bobeica)

Shift-share analysis (G.Gaulier, D.Taglioni, S.Zignago and M.Dyadkova, G.Momchilov)
Contribution to trade balance (C.Osbat, S.Ozyiirt, T.Karlsson)

Alternative HCls based on trade in services (M.Schmitz)

Trade-weighted national unit labour costs (M.Silgoner)

Measures of integration in Global value Chains (S.Christodoulopoulou and |.Rubene)

* Several research on connecting determinants and outcomes (e.g.
Rua, Esteves...)
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WS2 =» Finalised the Micro-based Database (version 1)

What is available?

éet-up of a new \

research .
Start of i frastructure Firm-level * Average, sd, skewness and
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collection e Coordination and cost-relate . . .
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\ comparabilitU

@ Static and dynamic
1‘ indicators of allocative
efficiency
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e Data is aggregated at the 2-
digit NACE industries for | |
Countries over [995-201 |

Completion of

paper
documenting the

Output: database Several research papers from small
Co-authored by dedicated teams

all teams




Initial findings: Huge dispersion and skewness

* Firms are very heterogeneous, even within the same 2-digit sector

* Firm performance distribution is very asymmetric:
— Few high productive firms and a large mass of low productive ones

* Important findings from a policy point of view:
— The impact of macro/policy shocks depends on the underlying distribution
— Average labour productivity of a sector is not representative

Labour Productivity Levels
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WS3 = Selected New Findings

- Foreign VA is high and rising... - But the EU performance positive

Total foreign value added in the euro area Regional shares in world GVC income
g/; (in % of exports) (total manufactures, in %)
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Source:Amador et al. (2013) Source:Timmer et al. (2013)
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2. Plans for 2014



WSI = Competitiveness Assessment Toolkit

Comprehensive cross-

country dataset F
y : Econom(?trlc BMA output
(27 European countries, analysis

period 2002-2012)

Macro indicators

(>100 indicators and growing) B M A
Business conditions, labour market, Select a few relevant

institutional, financial, infrastructure, indicators for cross-

human capital, detailed trade Estimate millions
pital, of models to country

identify robust benchmarking
link between

trade outcomes

and indicators

Micro indicators

(Firm-level information from the
entire distribution of firms)

TFP, ULC, productivity, cost of
employees, ...

s More details on the variables sy, och.eUropa.eU ©




WS2 = Expansion of the database: the new ‘“modules”

All these dimensions can be combined

~
Export status of
[ \ firms and
- Productivity Export volumes )
and cost-
related
indicators . . . ) .
Financial Financial position Banking data
\_ ) Modul of firms/ credit (Pilot with IT and
OCHEE constraints NL)...?
Firm-level + <

based
database v2:

[- At least 6 \

hew
countries

N\
Sector level mark-ups
and bargaining power

Sector level

Labour and
product Mkt.
structure (WDN3:
details)

* Sector/size
dimension Labour
K j Module

Flag HGF/
Employment
transition matrixes

e Several research papers from small dedicated teams
e Data available for policy analysis
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WS3

Study impacts of GVC on CompNet relevant policy outcomes
(Trade performance, Productivity) along two dimensions:

* Cross-country spillovers
— Shock transmission comparison using gross trade and VA trade
— Exchange rate pass-through
— Export elasticities

* Impacts on domestic economy
— Productivity
— Employment
— Income distribution
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3. Policy use



Drill-down approach

What issue do |
want to look at? What are the

potential

Diagnosis
. Weakness related to
e.g
Excessive
concentration in
slow growing

(e.g. market share,
productivity
growth...)

determinants?

markets
Other ...

User-friendly interface to be used independently by country desks:
(examples in following slides utilise the software ‘“Tableau’’)

Firms’ size distribution by sector in comparison with EU average
Correlation firm size/productivity
Measures of allocative efficiency
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) Choose a trade outcome=>» Export market

Heat map: Export market share (annual growth) Export market share (annual growth) Y;:;(r) (;JJYears
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2) Trade outcomes and relative prices =» adjusting for quality matters

Export market share (annual growth) vs relative ULCT and quality-adjusted prices*
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Country regressions: Export market share (annual growth)
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*Reference:
Konstantins Benkovskis and Julia Wérz, "Non-price competitiveness of exports from emerging countries", ECB WP #1612, November 2013.
http://www.ecb.europa.eu/publ/pdfiscpwps/ecbwp1612.pdf
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Firm level labour cost and productivity

Distribution across sectors: Labour cost, median vs. Labour productivi- Distribution across sectors: Labour cost, median vs. Labour productivity, Choose Countries
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Conclusions and way ahead

 Making tremendous progress on all fronts (check Interim
report Il — feedback is needed to finalize it)

e Time now to extract out of database

* We need to extract - out of databases and research -
compelling policy messages

* ...and to show how to use the battery of indicators for
actual policy analysis/surveillance

* We are building a case for a continuation of CompNet
activities (databases) after the end of its mandate (mid-
2015)
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THANKS FOR YOUR GREAT
CONTRIBUTION

http://www.ecb.europa.eu/home/html/researcher_compnet.en.html




