lliasLekkos
Paraskew/lachou
Irini Staggel
VasilisPilichos

ECONOMIC RESEARCH AND INVESTMENT STRA
March 2019




= ceo

Purposeof the Study¢ KeyFindings

D NB SExterQaiSectorPerformance

A Critical Evaluationof D NB S NeEcheadiseTrade
Advantage& Quality

A Sectoral& CorporateView of GreekMerchandiseExports

Greece& GlobalValueChaing GVCs)

Appendix




PIRAEUS BANK

Purpasecgfthestidy 00

Throughoutthe crisisera one of the focal points of structural reforms was the transformation of the
economicgrowth paradigm of Greecefrom a & Of 2 &oBsRréption driven economyto an & 2 LIS Y ¢
investment and export driven one. Despiteinitial high hopes,until recently this changein the courseof

the Greekeconomyremained elusive Yet slowly but steadily changeis happeningand exports are
gettingtraction. In fact, in 2018the externalsectormadea positivecontribution to overallGDRgrowth.

In the present study we attempt to contribute to the discourseon the issueof the dmissing Greek
exportst on more than one levels Ourambitionis to move beyonda simpledescriptivenarrative on the
volumeanddestinationof Greekmerchandiseexportsand dwell uponissuessuchas

I.  whicharethe product categoriesthat Greeceenjoysa comparativecompetitive export advantage
li.  examinethe associatiorbetweenGreekexportsand product sophisticationand complexity,

lii. presentatop-down analysisof the numberandsizeof the Greekexportingfirmsand,

iv. lastbut not leastexaminethe extentof D NS Sparfidipation to the GlobalValueChains



'S Keyflindings(i) (¢ XN 1)

Basedon our analysighe keyfindingsare the following:

A Thegap between exports and imports, as a % of GDPclosed during the crisisperiod. Thereturn of
external sectorto balancewasthe result of a stabilization in imports (to around 34%in 2017 and a
substantialpick-up in exports(to 33%in 2017 up from 23%in 2008).

A Despitethis recentimprovement,in a globalcontext, Greeceremainsad O f & RoRE. In particular,
Greektrade opennessasa percentageof GDPaccountsto 67%versus90%of EAL9 averagein 2017.

A Greecehasglobalrevealedcomparativeadvantagein 22 out of 63 productgroups,accountingto 69.5%
of Greekexports, andexcludingd LIS & NRPINI Bz2ta@ 0 4868

A Greecehas comparative advantage mostly in exported goods with low global productivity level,
accountingio 31.9% of Greekexports

A Excludingpetroleum products, only 8.5% of Greekexports have comparative advantageand at the
sametime are of high globalproductivity level.

A Greececould increaseits export potential by emphasizingn goodsof high productivity level that now
hascomparativedisadvantageandtheir total currentshareis estimatedat 15.6%

A Whenmeasuringthe productivity level associatedwith a O 2 dzy” éxNdté€dlgoods, Greeceexhibitsa
moderate sophisticationlevel of its export basketand ranks51st out of 172 countries

A Thetechnologicalcontent of Greekexportsis low. In 2017, the shareof high technologyproductsin
Greekexportsstoodat 4.3% the lowestin ELRS.



‘= | Keyflindings/{ii) (e X:iX1)

A Only a small percentageof Greekenterprises(mostly SMEs)exports, estimated around 2-3% in
2016

A ConsequentlyGreekexports are highly concentrated Thetop 5 exportersaccountfor 23%of total
goodsexports Thetop 1,000firms accountfor 81%of Greekexports

A Thewholesaletrade and the manufactureof refined petroleum productsare the two big exporting
G & ’BlISNIG 2 NA €

A D NXB Spgarfidpation in the globalvaluechainincreasedoverthe pastdecadefrom 36%in 2005to
40%in 2015

i Thatwas mainly due to the increasedbackward participation. Greekgrossexports embody more
foreignvalueaddedthan ten yearsagoto 25%from 19%

i Onthe other hand, regardingthe forward participation, the Greekcontent in foreign exportsas a
percentageof grossexportsfell behindto 15%of grossexportsfrom 17%
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. Improved exporieefionaanc® halancesexiemabtfade OO

A Thegapbetween exportsandimports, asa %of GDPglosedduringthe crisisperiod.

A Thereturn of external sector to balancewas the result of a stabilization in imports (to around 34% in 2017 and a
substantialpick-up in exports (to 33%in 2017up from 23%in 2008

A Asaresult, for the first time since1995 the external sectorwas balancedin 2015and only marginalin deficit 6 £8bn)in

2017,
External trade, Greece Trade balanc& Goods and services, Greece
(% of GDP) (current pricese mn)
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A Despitethis recentimprovement,in a globalcontext, Greeceremainsa a Ot 253032 R/ 2 Gréeéerankslast in the ELR8
with exportsto GDPat 33%versusa ELR8 averageof 45.7%

A Lookingat trade opennessmore generally(i.e. imports + exportsas%of GDP D NB S p@$ofrianceis improving,yet the
gapto EUL9 is maintained In particular,Greektrade opennessasa percentageof GDPaccountsto 67%versus90%of EAL9
averagein 2017

Export performance, 2017 Trade openness
(exports as % of GDP) (exports + imports as % of GDP)
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W A critieNKvilkit@h of Gred @t MerdhangiseZigdde2 T DNXE S %s éa
Advantage & Quality o

Asstatedin the introduction, one of our main objectivesis to move awayfrom a superficialpresentationof DNBE S O S Q
merchandiseexport volumesand export destinationsand delve deeperinto the structural problem of Greekexport
competitiveness

In order to achievethat we proceedin 4 discretesteps

a) First we usethe well-known Balassdndexto identify the product-categorieswhere Greeceenjoysa comparative
competitive advantagesvis "a visthe rest of the world.

b) Then we employthe so-called PRODYndex (introduced by Haussmaret al., 2007) to rank the main product
categoriesfrom first-to-last accordingo eachLIN2 R deQréedfQophisticationand quality.

c) Then we combine(a)and (b) to establisha link between D NB Si@ath @ & E LGONXIF Y LI yhéirddegree
of complexityand (technologicalsophistication

d) Lastbut not least, we estimate the averagedegreeof & & 2 LIK A & OfAGEeEkim&rénhgnéliseexports basket
usingthe EXPYndex(introducedby Haussmaret al., 2007 ) and compareit with the rest of the world.

* HausmmarR., Hwang J. ariRodrik5 ® 6 H A AT 03 &2 K Hdurnd & Emebia Grontkol i 23ssik pp.5125.
For more detail, sethe appendix.
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Despite populanbéhéfcGreedarhas asignificanhgomparative G @ o
advantage imamnmumbee b Ob prodiets

Out of 63 productgroups,Greecehasglobalrevealedcomparativeadvantagein 22 of them, accountingto 69.5% of Greek
exports. Excludingpetroleumproductsthe percentagedfallsto 40.4%

Theproductswith the highestcomparativeadvantageare the tobaccoand its manufactures crudefertilizer etc. and textile
fibres

Revealed Symmetric Comparative Advantage (RSCA), Graeg20162017
-1.0 -0.8 -0.6 -0.4 -0.2 0.0 0.2 0.4 0.6 0.8 1.0
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. Camectionogf the companaiive Advaniage dantd i G PR mﬁtzapit& ® 0
3f founDizstiypiriNdg&SesQ SELR NI SR 322 Ra

A Adopting the methodologyof Hausmannet al. (2007), we estimated the PRODYIndex, which is a proxy of the global
implied productivity level of exported products basedon the revealedcomparativeadvantageand the GDPper capita of
the countriesthat exportthem.

A Basedon our calculatedglobald K A S Ni gddd$&d J @8 graductswith the highestglobalimplied productivity level
are gasnatural etc., organicchemicalsand pharmaceuticaproducts

PRODY Index, PRgdnstant 2011 internationa$ in thousand, Worldavg20162017

4 9 14 19 24 29 34 39 44 49

.
« Organic chemicals (51)Gas natural/manufactured (34)
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e Ofe€eehas a negative correlaiion between comparative advantage and

global productivity level of its exported products G @ 0
Ourmainfinding is that Greecehascomparativeadvantagemostly on goodswith low global productivity level, which accountfor
31.9%of Greekexports

Excludingetroleumproducts,only 8.5% of Greekexportshave comparativeadvantageand are of high global productivity level.

Greececould increaseits export potential by emphasizingn goodsof high global productivity level that now has comparative
disadvantagandtheir total currentshareis estimatedat 15.6%

Revealed Symmetric Comparative Advantage (RS@&reecevs PRODY Index
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. Basetion the degree of sophistication of the dbosked pfGileek exports, 000
Greeceranks 515t out of 172 countries

A Basedon the EXPYIndex (Hausmannet al., 2007), which measuresthe productivity level associatedwith a O 2 dzy’ i NB Q&
exportedgoodsandasconsequencéts degreeof sophistication Greeceranks515t out of 172 countries

A D NXB S @Sitoris lower not only than developedbut also than severaldevelopingeconomies,revealinga moderate
sophisticationand productivity level of Greekexport basket

t NPRdzOGAGAGE t SOSt | a2 OAIEXRY MdesvgloA52d18 ((rPRPNInSant(PricSsR002) NI
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