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Abstract

The objective of the paper is to study Russia's pattern of specialisation in the manufactures
trade since 1998. Russia's global trade balance for manufactures is rapidly deteriorating.
However, the trade pattern in manufactures should be differentiated according to Russia’s
main trading partners: the European Union (EU), the Commonwealth of Independent
States (CIS) and China. On the basis of trade indicator analysis (revealed comparative ad-
vantages and Grubel-Lloyd index of intra-industry trade), we show that Russia is globally
disadvantaged in the manufactures trade vis-a-vis the EU and China, and advantaged in the
trade with the within the CIS. Russia is managing to expand its manufactured exports to
other CIS countries. However, it is gradually losing its role of main supplier of capital

goods in the post-Soviet space.

Keywords: international trade, trade specialisation, revealed comparative advantage,
intra-industry trade, Russia

JEL Classification: F14

PhD Olga Garanina, University of Grenoble Pierre Mendes France
Mailing address: LEPII, UPMF- BP47 38040 GRENOBLE Cedex 9 France
Telephone: +33 (0)6 15 82 50 27 Fax: 33 (0)4 56 52 85 71. Email: olga.garanina@upmf-grenoble.fr

The author is grateful to likka Korhonen, Ville Kaitila and all the participants of the Bank of Finland Institute
for Economies in Transition (BOFIT) research seminar “Integration of Russia and China into the world
economy” (Helsinki, December 2007) for helpful comments.



Olga Garanina What beyond oil and gas?
Russian trade specialisation in manufactures

Olga Garanina

What beyond oil and gas?
Russian trade specialisation in manufactures

Tiivistelma

Tasséd keskustelualoitteessa tutkitaan erikoistumista Vendjan tehdasteollisuuden tuotteiden
viennissd vuodesta 1998 ldhtien. Vendjin tehdasteollisuuden tuotteiden kauppatase heik-
kenee nopeasti. Maan tehdasteollisuuden tuotteiden kauppa kuitenkin vaihtelee kauppa-
kumppanin mukaan. Vendjdn suurimmat kauppakumppanit ovat Euroopan unioni (EU),
Itsendisten valtioiden yhteiso (IVY) ja Kiina. Paljastetun suhteellisen edun ja teollisuusalo-
jen sisdisen kaupan Grubel-Lloydin indeksin avulla voidaan nayttdd, ettd Vendja on jadnyt
teollisuustuotteiden kaupassaan selvisti jdlkeen EU:sta ja Kiinasta. IVY-maiden markki-
noilla Veniji onnistuu selvésti paremmin. Vendji on kasvattanut tehdasteollisuuden tuot-
teiden vientiddn ndille markkinoille. Se on kuitenkin menettiméassd merkitystddan péa-

omaintensiivisten tuotteiden padasiallisena toimittajana IVY-alueella.

Asiasanat: kansainvélinen kauppa, erikoistuminen, paljastettu suhteellinen etu, teollisuus-

alan sisdinen kauppa, Veniji
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1 Introduction

While the transition reforms of the nineties have achieved their principal goals, which are
the passage to a market economy and introduction of private property, the economic costs
of transition have been very high. Russia experienced a deeper and longer decline than
other economies of Eastern Europe. It lost about 40% of its GDP and 50% of its industrial
production in 1991-1998, while investments fell by 80%. The recovery started in 1999,
but Russia's GDP reached its pre-transition level only in 2006.

The industrial revival after the crisis of 1998 was based on the effects of the
rouble devaluation. It was also backed by the increase in world oil prices. Other authors
(Aslund, 2004) have pointed to the progress realised on the path of liberalisation, stabilisa-
tion and privatisation, in conformity to Washington consensus prescriptions. In terms of
political economy, the recovery can be explained by the emergence of a strong develop-
mental state and the enlargement of the planning horizon of economic actors under the Pu-
tin presidency (Garanina, 2007).

The favourable price conditions on the world energy markets are contributing to
improving the Russian external equilibrium. Several studies have been undertaken in order
to analyse the specialisation pattern of Russia in international trade (notably, Ahrend,
2004; Algieri, 2004). Two elements are commonly noted about the Russian foreign trade
structure. These are, firstly, its positive trade balance and, secondly, the high level of de-
pendency on hydrocarbon and other primary product exports. This leads us to conclude
that there is a vulnerability in the Russian external balance (notably, in the case of the re-
versal of price conditions on the world energy markets) and about the risks of the "Dutch
Disease" and its negative consequences for the domestic manufacturing industries
(Ahrend, 2006; Volchkova, 2006; Oomes, Kalcheva, 2007). However, these analyses don't
specify the eventual diversification of specialisation patterns depending on the trade part-
ners, which is especially significant for the trade in manufactured products.

In this paper, we study specifically Russia's trade flows in manufactures. What is
the pattern of diversification of Russia’s manufactured exports (and on what geographic
basis)? What are the major tendencies for the imports of manufactured products? The
manufactures-based approach is necessary for understanding the diversification potential

of Russian foreign trade and for evaluating the stability potential of the trade balance in
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case of a major degradation of price conditions on the world energy and primary commodi-
ties markets.

We show the differentiation of Russia’s specialisation patterns according to its
main partners, which are the European Union (EU), the Commonwealth of Independent
States (CIS) and China. While Russia is globally disadvantaged in manufactures trade vis-
a-vis the EU and China, it strives to expand its exports of manufactured products towards
the CIS. However, its global trade balance of manufactures is rapidly deteriorating.

The second section presents the overview of Russia's manufactures trade. The
analysis of the evolution of Russia’s global specialisation pattern in manufactures is based
on estimates of its revealed comparative advantage (RCA) since 1998. The third section
analyses the differentiation of trade patterns by Russia's main trade partners based on RCA
and intra-industry trade indices. In section four, we study more closely the dynamics of

bilateral trade flows with the CIS, the EU15 and China. Section five concludes the paper.

2 Dynamics of Russia’s manufactures trade

2.1 General tendencies

Being one of the main oil and gas exporters in the world, Russia has a strongly positive
trade balance which is influenced by world oil price dynamics. Indeed, Russian exports are
dominated by fuels and primary products. In 2006, primary commodities accounted for
about 75% of Russia's exports, while manufactured goods constituted less than 20% of its
exports. In particular, in 2006, fuels represented about 63% of the total exports and ores
and metals constituted about 7% (see Table 1). Moreover, while the share of manufactured
exports has been declining, the share of primary commodities in Russia’s exports has been
steadily growing. The latter can be partially explained by the growth of world hydrocarbon
prices, which are causing the value of oil and gas exports to drift upwards, the latter stag-
nating in volume over the last two years.

On the import side, manufactured products dominate, totalling about 75% of the
imports in 2006. Primary commodities account for about 20%, of which food items consti-
tute 14%. The main changes in imports over the studied period concern the increase in the

manufactures share, from 57% to 75% over the studied period. The major contribution to
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the growth in manufactured imports is being made by increasing imports of machinery and

transport equipment, rising from 29% to 44% of Russian imports during 1998-2006.

Table 1 Structure of Russian foreign trade (percentage of total exports/imports)

Exports Imports
1998 | 2000 | 2003 | 2006 | 1998 | 2000 | 2003 | 2006
Total (SITC 0 to 9), USD billion 72.3/103.1 | 133.7|301.6 | 43.7| 33.9| 57.3|137.7
Primary commodities, including fuels
(SITCO+1+2+3+4+68) 60.3| 64.1| 66.5| 74.5| 31.7| 32.8] 26.2| 19.3
All food items (SITCO+1+22+4) 1.6] 12| 20| 1.6]232]202]193| 144
Agricultural raw materials (SITC 2 - 22 - 27 - 28) 3.5 3.1 3.2 26| 1.0 21| 1.2 0.9
Ores and metal (SITC 27 + 28 + 68) 16.1 9.1 6.8 74| 41| 64| 34 2.7
Non-ferrous metals (SITC 68) 12.3 7.9 5.7 62| 07| 14| 0.7 0.6
Fuels (SITC 3) 39.0| 50.6| 545| 629| 33| 41| 2.2 1.3
Manufactured goods
(SITC 5 to 8 less 68) 287 24.1| 22.0| 17.0] 56.8| 56.0| 64.8| 75.3
Chemical products (SITC 5) 5.5 6.0 4.4 38 97| 11.8| 125] 122
Machinery and transport equipment (SITC 7) 78] 62| 69| 4.1|28.6]245]|31.6| 434
Other manufactured goods (SITC 6 + 8 less 68) 154] 11.9] 10.7] 9.0| 18.5| 19.7] 20.7| 19.7
Iron and steel (SITC 67) 7.6 6.0 6.1 57| 33| 42| 32 3.9
Textile fibres, yarn, fabrics and clothing
(SITC 26 + 65 + 84) 0.9 0.6 0.5 02| 27| 41| 34| 28

Source: UN Comtrade database, SITC Rev. 3. Accessed June 2008.

While Russia’s global trade balance is positive, the situation changes dramatically when
looking at the manufactures trade taken in isolation. The Russian trade balance for manu-
factured goods is negative and the disequilibrium is rapidly increasing despite the consi-
derable growth of manufactured exports since 2002 (see Figure 1).

Russian imports of manufactured goods grew by a factor of 5 during the period
1998-2006. The negative trade balance reaches about USD 50 billion in 2006, as compared
to a zero (or even slightly positive) balance at the end of the 1990s. Thus, Russia is becom-
ing increasingly exposed to the risk of price volatility concerning its main export products
(mainly hydrocarbons and metals).

On the exports side, a more than 100% growth is not spectacular if we take into
account the decrease of industrial production in 1991-7 by a factor of 2, and the fact that
the Russian GDP reached its pre-transition level only by 2006. Thus, the dynamics of
manufactured exports roughly reflects the industrial production pattern of the Russian

economy.
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Figure 1 Russian exports and imports of manufactured goods
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Source: UN Comtrade database. Accessed June 2008.

Table 2 Evolution of the Russian manufactures trade by main product groups
(% change as compared to previous year)

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
Exports
Chemicals and related products, nes (SITC 5) -1.2| 57.8|-21.3| -4.1| 25.0| 37.1| 264| 13.8
Manufactured goods classified chiefly by materials
(SITC 6 less 68) -16.7] 275 -1.7| 22| 220] 63.1| 16.6| 58
Machinery and transport equipment (SITC 7) -9.5] 259| 0.1] 25.1| 14.8| 158| -79] 26.1
Miscellaneous manufactured articles (SITC 8) 424 -39 -33| -65| -09] 55| -62| 134
Average for manufactured products =750 29.7| -6.2| 6.5| 18.5| 39.5| 11.0| 12.3
Average for all products 0.8| 41.4| -3.1 6.8| 25.3| 35.9| 33.0| 24.9
Imports
Chemicals and related products, nes (SITC 5) -28.3| 30.5] 30.9 6.4 29.0| 234| 41.3| 349
Manufactured goods classified chiefly by materials
(SITC 6 less 68) -269| 21.5] 229| 32| 32.6| 350| 264 346
Machinery and transport equipment (SITC 7) -39.2| 9.5] 38.5] 22.6| 284| 47.8| 46.8| 52.0
Miscellaneous manufactured articles (SITC 8) -40.1| 22.7| 45.0] 10.8| 21.5] 21.8| 19.8] 54.2
Average for manufactured products -35.1| 17.7| 343] 13.7| 284] 37.3| 39.0] 46.2
Average for all products -30.7| 11.8| 23.6] 103| 24.2| 31.8| 30.6] 39.5

Source: UN Comtrade database, SITC Rev. 3. Accessed June 2008.

10
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The analysis of the evolution of Russian manufactures trade by main product groups (see
Table 2) reveals a strong positive dynamic for the export of chemicals and related products
(SITC 5), manufactured goods classified chiefly by materials (SITC 6 less 68) and machi-
nery and transport equipment (SITC 7). The latter appears as a highly positive fact. How-
ever, on the import side, the growth rates are much stronger, especially for the imports of
machinery and transport equipment (SITC 7) and chemicals and related products (SITC 5).
A more detailed study of the evolution of the manufactures trade structure is ne-

cessary in order to understand the main patterns of change in recent years.

2.2 Russia’s revealed comparative advantages in manufactures

In the tradition of Balassa (1965), the Revealed Comparative Advantage (RCA) index can

be represented as (1):

x| X
xie | X g

where x;;/X; 1s the share of product i in the total exports of country j and x;/Xj is the share

(1)

of product i in the total world exports.

However, the exports-based method of calculation, which was initially justified by
the role of import protection measures for the import values, can lead to misunderstanding.
For example, is a country effectively specialised in a product i, if it exports the product i,
say, 1.5 times more than the world average, but also imports twice more? Thus, the imports
value should be taken into account. Moreover, in the case of Russia, the results will be
strongly influenced by the price dynamics for the major export goods. That is, the increase
of hydrocarbons prices may lead to a decrease in the share of manufactures in the total val-
ue of exports.

Given that, in this study, we use the Normalised Balance index, which can be

represented as (2):
(Xij-Mij)/(Xijt M) (2)

where X-exports, M-imports, i-product, j, k-trade partners (the whole world).

11
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The ratio varies between -1 (the product is not exported, revealed comparative
disadvantage) and +1 (the product is exported, revealed comparative advantage). The situa-
tion of a close-to-zero result (simultaneous exports and imports of the same commodity by
both trade partners) reflects intra-industry trade, which will be analysed later in this paper
(see section 3.3).

The calculation is based on UN Comtrade statistics (data reported by Russia). The

results are presented in Table 3 (see full table in Annex 1).

Table 3  Russia's revealed comparative advantages in manufactures

10 product groups 10 product groups
with highest RCA index (SITC) | 2900|2006 ] | ith lowest RCA index (sITC) | 2000 | 2006
56 igg)‘hsers (other than those of group 14 4 | 999 | | 85| Footwear -0.62(-0.95
51 | Organic chemicals 0.63 | 0.58 | | 54 | Medicinal and pharmaceutical | g4 | 4 93
products
67 | Iron and steel 0.62 | 0.52 | | 75| Qtfice machines and automatic | , o7 1 4 gy
data-processing machines
52 | Inorganic chemicals 0.66 | 0.46 | |83 Trayel goods? handbags and -0.92 (-0.89
similar containers
61 Leather, leather manufactures, nes, | 0461045 | |84 Articles Qf apparel and clothing 008 |-0.86
and dressed furskins accessories
Telecommunications and
63 Cork anq wood manufactures (exclud- 0.56 | 0.31 | | 76 | sound-recording and reproduc- |-0.73 |-0.84
ing furniture) . .
ing apparatus and equipment
66 II:Igr;—metalhc mineral manufactures, -0.16 | 0.16 | | 58 | Plastics in non-primary forms |-0.71 |-0.81
71 Power—generatlng machinery and 049 | 012 | |72 Machlqery sp§01ahsed for par- 20.57|-030
equipment ticular industries
Photographic apparatus,
79 | Other transport equipment 031 |-0.13 | | 88| cquipmentand suppliesand | 1| 79
optical goods, n.e.s.; watches
and clocks
62 | Rubber manufactures, n.e.s. -0.081-0.24 | |78 Roaq vehlcl'es (including air- -0.13 [-0.77
cushion vehicles)
Average RCA for manufactured products 0.13 | -0.34

Source: UN Comtrade database, SITC Rev. 3, author’s calculations. Accessed June 2008.

As seen in Table 3, Russia’s trade performances deteriorate during the studied period. The
average RCA declines from 0.13 in 2000 to -0.34 in 2006. Russia is disadvantaged for
most of the product groups. Inversely, it is advantaged for eight product groups only (in
decreasing order): SITC 56: Fertilisers; SITC 51: Organic chemicals; SITC 67: Iron and
steel; SITC 52: Inorganic chemicals; SITC 61: Leather, leather manufactures, n.e.s., and

dressed furskins; SITC 63: Cork and wood manufactures (excluding furniture); SITC 66:

12




BOFIT- Institute for Economies in Transition BOFIT Discussion Papers 23/ 2008
Bank of Finland

Non-metallic mineral manufactures, n.e.s.; and SITC 71: Power-generating machinery and
equipment.

Almost all the above-mentioned groups, except for power-generating machinery,
are semi-products. Furthermore, these are energy-intensive goods. That is, the hydrocarbon
endowment of the Russian economy and the applied regulatory policies (notably, the regu-
lation of the internal energy market enabling low internal prices of natural gas) contribute
to the economics of the energy-intensive industries.

Finally, the advantage in technology-intensive power-generating machinery wea-
kens through the studied period, reflecting the decline of the technological potential inhe-
rited from the planned economy.

However, this picture of Russia’s trade specialisation should be differentiated as

the trade structure is significantly differentiated depending on the trade partner.

3  Differentiation of specialisation patterns by trade partners

3.1 Russia’s trade pattern: an outlook

Three large country blocs can be distinguished within the geographical structure of Russian
foreign trade: '

1) The European Union (EU), Russia's main trading partner. The EU1S5 provide
about 40% of Russian foreign trade while the enlarged Union accounts for more
than 50% of Russian exports and imports;

2) The Commonwealth of Independent States (CIS), which regroups the former re
publics of the Soviet Union (except the Baltic countries). In 2006, the CIS ac
counted for only about 15% of Russian foreign trade (18.5% in 2000). To com
pare, in 1991 the part of the CIS in Russian exports was 55% and 58%
of the imports.*

3) China as a growing regional power in Asia. Despite the fact that Russian-Chinese
bilateral trade has more than quadrupled since the beginning of the 2000s, in
2006, China absorbed only 5.2% of Russian exports and provided 9.4% of

"'We use the UN Comtrade data unless otherwise stated.
% Interstate Statistical Committee of the CIS, www.cisstat.com .

13
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Russian imports. The share of Russia in Chinese imports was 2.2%, and 1.6% in
its exports. The high rates of economic growth in both countries and the stabilisa
tion of their political relations explain the strong development potential for their

bilateral trade.

In the coming sections, we analyse the differentiation of Russia’s trade in manufactures.
The major problem is the quality of statistical data on Russian foreign trade related to the
scope of "grey" imports in Russia. The gap between Russia’s and its trading partners’ sta-
tistics is very strong. In particular, Russian imports of manufactured goods seem to be un-
der-valued. However, we observe a gradual improvement of data over the studied period
(see Annex 2). Still, Russian-Chinese trade data remains questionable, since in 2006, Rus-
sia’s manufactured exports to China surpass China’s imports from Russia by 1.5 times.

In order to overcome this bias, we use the mirror statistics for the analysis of bila-
teral trade flows. That is, we calculate the average between the data reported by Russia and
by its trading partners.® Further, we prefer analysing the SITC 2-digit level in order to re-
duce the errors linked to misclassification.

The first results show that Russia’s trade pattern in manufactured products is high-
ly differentiated depending on the trading partner (see Figures 2, 3, 4):

1) With other countries in the CIS, Russia has a positive trade balance. Moreover,
the balance has been gradually improving since the beginning of the 2000s. Glob-
ally, the CIS is the only country group for which Russia is steadily increasing its
manufactured exports.

2) The EU accounts for the major part of the Russian negative balance in manufac-
tures. Russian manufactured imports from the EU are rapidly increasing.

3) The manufactures trade balance with China became negative since 2003. While
we are facing a boom of Chinese exports to Russia, Russian exports are globally
stagnating. One should also note a 25% decline in Russian exports in 2006, the
exports value passing from USD 4 billion to USD 3 billion. On the other hand,
China tripled its manufacturing exports to Russia in the last three years. In conse-

quence, the global trade balance with China has become negative for Russia.

3 However, as for the Russia-CIS trade, the mirror data is incomplete. In our study we use the aggregate CIS
indicator as reported in the UN Comtrade Database, but note that the direct data from Uzbekistan, Tajikistan
and Turkmenistan are lacking. Nevertheless, we consider this fact to be a minor problem as these countries
are not Russia’s major trade partners in the region.

14
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Figure 2. Russian exports and imports of Figure 3. Russian exports and imports of
manufactured goods towards the CIS manufactured goods towards the EU15
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Figure 4. Russian exports and imports of
manufactured goods towards China
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3.2  Revealed comparative advantage in bilateral trade
by Russia's main trading partners: CIS, EU15, China

Traditional theories of international trade explain trade specialisation by pointing to the
differential of relative prices, the latter due to differences in labour productivity (Ricardo
approach) or in factor endowments (Heckscher-Ohlin theory). In order to define Russia's
specialisation pattern, we calculate the indicator of revealed comparative advantage for bi-
lateral trade as it was defined in the preceding section.*

As shown in Table 4, the structure of revealed comparative advantages is strongly
differentiated by main Russia's trading partners (see full tables in Annexes 3-5). Russia ap-
pears as relatively advantaged in the trade with the CIS while being disadvantaged in the
trade relations with the EU. Thus, Russia can be qualified as an intermediate country in the
sense of Lassudrie-Duchéne, Mucchielli (1979). According to these authors, a country may
be advantaged in a given product vis-a-vis one trading partner while being disadvantaged
concerning the same product in its trade relations with another country or country group.

In fact, in the trade with the CIS, Russia possesses revealed comparative advan-
tages for most of the 34 studied product groups. The RCA index is negative only for eight
product groups (SITC 84: Articles of apparel and clothing accessories; SITC 73: Metal-
working machinery; SITC 85: Footwear; SITC 65: Textile yarn, fabrics, made-up articles,
n.e.s., and related products; SITC 82: Furniture, and parts thereof; bedding, mattresses,
mattress supports, cushions and similar stuffed furnishings; SITC 52: Inorganic chemicals;
SITC 79: Other transport equipment and SITC 67: Iron and steel).

On the contrary, in the trade with the EU15, Russia is clearly disadvantaged. In
2006, it demonstrates a positive RCA index for only six product groups (SITC 56: Fertilis-
ers; SITC 52: Inorganic chemicals; SITC 67: Iron and steel; SITC 51: Organic chemicals;
SITC 61: Leather, leather manufactures, n.e.s., and dressed furskins; and SITC 66: Non-

metallic mineral manufactures, n.e.s.).

* That is, (Xii-Mij)/(Xju+Miji). X-exports, M-imports, i-product, j, k-trading partners (countries).
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Table4  RCA index by Russia's main trading partners

Russia - CIS trade 2000 2006 ‘Russia — EUI1S trade 2000 2006 |Russia - China trade 2000 2006
10 product groups with highest RCA index (SITC)
56 Fertilisers (other than those 0.51 0.94 [56 Fertilisers (other than those of 0.99 0.97 |56 Fertilisers (other than those 1.00 1.00
of group 272) group 272) of group 272)
55 Essential oils and resinoids 0.34 0.71 |52 Inorganic chemicals 0.85 0.66 |51 Organic chemicals 0.77 0.64
and perfume materials;
toilet, polishing and clean-
sing preparations
75 Office machines and auto- 0.69 0.65 [67 Iron and steel 0.63 0.62 |71 Power-generating machi-  0.94 0.57
matic data-processing ma- nery and equipment
chines
54 Medicinal and pharmaceuti- 0.33 0.65 |51 Organic chemicals 0.64 0.50 |67 Iron and steel 0.99 047
cal products
51 Organic chemicals 0.56 0.64 |61 Leather, leather manufactures, 0.06 0.30 (64 Paper, paperboard and 0.66 0.17
n.e.s., and dressed furskins articles of paper pulp, of
paper or of paperboard
59 Chemical materials and 041 0.64 |66 Non-metallic mineral manu- 0.34 0.29 |55 Essential oils and resinoids -0.79 0.14
products, n.e.s. factures, n.e.s. and perfume materials;
toilet, polishing and clean-
sing preparations
63 Cork and wood manufac-  0.31 0.60 (63 Cork and wood manufactures 0.24 -0.03 |79 Other transport equipment  0.98 0.08
tures (excluding furniture) (excluding furniture)
62 Rubber manufactures, n.e.s. 0.11 0.43 [64 Paper, paperboard and articles -0.29 -0.64 |73 Metalworking machinery 0.76 -0.10
of paper pulp, of paper or of
paperboard
71 Power-generating machi- 0.40 0.41 |65 Textile yarn, fabrics, made-up -0.42 -0.70 |57 Plastics in primary forms 0.99 -0.26
nery and equipment articles, n.e.s., and related
products
87 Professional, scientificand 0.21 0.40 |79 Other transport equipment 0.04 -0.71 |52 Inorganic chemicals 0.20 -0.29
controlling instruments and
apparatus, n.e.s.
10 product groups with lowest RCA index (SITC)
84  Articles of apparel and -0.63 -0.57 |54 Medicinal and pharmaceutical -0.96 -0.99 |85 Footwear -1.00 -1.00
clothing accessories products
73  Metalworking machinery ~ -0.51 -0.40 |78 Road vehicles (including air- -0.82 -0.98 |84 Articles of apparel and -1.00 -1.00
cushion vehicles) clothing accessories
85 Footwear -0.46 -0.28 85 Footwear -0.94 -0.98 (83 Travel goods, handbags and -1.00 -1.00
similar containers
65 Textile yarn, fabrics, made- -0.25 -0.14 |83 Travel goods, handbags and ~ -0.95 -0.98 |81 Prefabricated buildings; -0.88 -1.00
up articles, n.e.s., and re- similar containers sanitary, plumbing, heating
lated products and lighting fixtures and
fittings, n.e.s.
82  Furniture, and parts thereof; -0.54 -0.12 |75 Office machines and automat- -0.96 -0.98 |75 Office machines and auto- -0.90 -0.99
bedding, mattresses, mat- ic data-processing machines matic data-processing ma-
tress supports, cushions and chines
similar stuffed furnishings
52 Inorganic chemicals 0.08 -0.10 |74 General industrial machinery -0.82 -0.97 |78 Road vehicles (including 0.51 -0.99
and equipment, n.e.s., and air-cushion vehicles)
machine parts, n.e.s.
79  Other transport equipment  0.24 -0.08 |58 Plastics in non-primary forms -0.94 -0.97 |82 Furniture, and parts thereof; -0.97 -0.99
bedding, mattresses, mat-
tress supports, cushions and
similar stuffed furnishings
67 Iron and steel -0.25 -0.07 |72 Machinery specialised for -0.87 -0.95 |58 Plastics in non-primary -0.98 -0.98
particular industries forms
81 Prefabricated buildings; -0.20 0.04 |55 Essential oils and resinoids -0.87 -0.95 |54 Medicinal and pharmaceuti- -0.87 -0.98
sanitary, plumbing, heating and perfume materials; toilet, cal products
and lighting fixtures and polishing and cleansing prepa-
fittings, n.e.s. rations
74  General industrial machi-  0.02 0.06 |81 Prefabricated buildings; sani- -0.94 -0.94 |65 Textile yarn, fabrics, made- -0.79 -0.97
nery and equipment, n.e.s., tary, plumbing, heating and up articles, n.e.s., and re-
and machine parts, n.e.s. lighting fixtures and fittings, lated products
n.e.s.
Average for manufactured 0.01 0.14 |Average for manufactured prod- -0.33 -0.63 |Average for manufactured 031 -0.59
products ucts products

Source: UN Comtrade database, SITC Rev. 3, author's calculations. Accessed June 2008.
The grey area shows strong revealed advantages of Russia.
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In the Eastern direction, we observe a degradation of Russia's competitive position towards
China. According to the present statistical data, in 2006, Russia has a positive RCA index
for seven product groups only. These are SITC 56: Fertilisers; SITC 51: Organic chemi-
cals; SITC 71: Power-generating machinery and equipment; SITC 67: Iron and steel; SITC
64: Paper, paperboard and articles of paper pulp, of paper or of paperboard; SITC 55: Es-
sential oils and resinoids and perfume materials; toilet, polishing and cleansing prepara-
tions; and SITC 79: Other transport equipment.

Furthermore, concerning Russia-EU15 and Russia-China trade, the index is
strongly positive (over 0.50) for a very small number of product groups. These are mostly
chemicals, fertilisers and iron and steel. Also, we note an advantage in power-generating
machinery and equipment in Russian-Chinese trade (however being in decline in 2006).
Further, within the Russia-CIS trade, Russia is advantaged in office machines and automat-
ic data-processing machines and in medicinal and pharmaceutical products.

On average, Russia’s RCA index is slightly improving for the Russia-CIS trade
(the average RCA is 0.14 in 2006 as compared to 0.01 in 2000). That is consistent with the
increasing positive trade balance of Russia. For the Russia-EU15 and Russia-China rela-
tions, we observe the opposite tendency, that is, the decline of the average RCA index in
2000-2006. The decline is especially strong for the Russian-Chinese relations, the RCA
passing on the negative side (from +0.31 to -0.59). As for the Russia-EU15 trade, the aver-
age RCA is negative while the disadvantage is reinforcing (the RCA decreases from -0.33
to -0.63).

Intra-industry trade analysis is necessary to understand the nature of the trade

where the RCA index is close to zero.

3.3 Intra-industry trade

A country's foreign trade may be divided into two parts: i) the "equilibrated" part (the in-
tra-industry trade) and ii) the balance, which reflects inter-industry trade. While the latter
can be explained by the traditional theories of international trade (comparative advantage),
the intra-industry trade reflects the situation of imperfect competition analysed within

modern theories of international trade.
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In order to measure the intra-industry trade, we calculate the Grubel-Lloyd index.
The GL index is constructed as follows (3):

GL= [{(Xijk + Mijk) - | Xijk - Mijk | } / (Xijk + Mijk)] *100 , or
GL = [1 - |Xijk—Mijk | /(Xijk + Mijk)] * 100 (3)
X —exports, M —imports, i-product (industry), j, k — trading partners.

The intra-industry trade is therefore defined as the difference between the total trade (Xix +
Mix) and the net exports (imports) | Xik - Mix | , which reflect the intra-industry part of the
trade flows. The index varies between 0 (zero intra-industry trade for the industry i) and
100 (all the trade within the industry i is intra-industry).

The results show that the intra-industry trade measured by the GL index is rela-
tively stronger for the Russia-CIS trade than for the Russia-EU15 or the Russia-China
trade. While the intra-industry trade is relatively stable for the Russia-CIS trade, we note a
significant decline within the Russia-EU15 trade during 2000-2006, after a rebound in
1998-2000, which can be explained by the decrease in Russia’s imports from the EU15
after the 1998 crisis. Finally, the intra-industry component within Russian-Chinese trade

tends to decline, but the 2006 data shows a possibility of a rebound (Table 5).

Table 5 Intra-industry trade of manufactured products in 2000-2006

Grubel Lloyd index
SITC Rev. 3, 2 digit,
average weighted by the
trade value

1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

Russia-CIS 80.05 | 78.89 | 80.44 | 81.86 | 83.48 | 81.15 | 77.80 | 78.73 | 79.33
Russia-EU15 24.72 | 38.26 | 34.46 | 27.26 | 22.34 | 21.51 | 18.60 | 17.55 | 16.79
Russia-China 18.09 | 14.66 | 16.80 | 16.71 | 14.52 | 13.73 | 11.19 | 11.58 | 14.32

Source: UN Comtrade database, SITC Rev. 3, author's calculations. Accessed June 2008.

Within the Russia-CIS trade, the intra-industry trade is relatively more intensive for capital
goods and semi-products. In 2006, the intra-industry trade is particularly strong (GL index

more than 90%, in declining order) for:
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SITC 81: Prefabricated buildings; sanitary, plumbing, heating and lighting fix-
tures and fittings, n.e.s.;

SITC 74: General industrial machinery and equipment, n.e.s., and machine parts,
n.e.s.;

SITC 77: Electrical machinery, apparatus and appliances, n.e.s., and electrical
parts thereof (including non-electrical counterparts, n.e.s., of electrical household-type
equipment);

SIC 67: Iron and steel;

SITC 57: Plastics in primary forms;

SITC 64: Paper, paperboard and articles of paper pulp, of paper or of paperboard;

SITC 79: Other transport equipment;

SITC 72: Machinery specialised for particular industries.

The trade of consumption goods plays a limited role in the Russia-CIS intra-
industry trade. The dominance of capital goods in intra-industry trade could testify to a re-
constitution of industrial infrastructures in the CIS space. However, the volumes of manu-
factured trade remain quite limited.

As for the Russia-EU1S5 trade, the GL index is over 90% only for the group SITC
63: Cork and wood manufactures (excluding furniture).

Within the Russian-Chinese trade, the GL index surpasses 90% for SITC 79: Oth-
er transport equipment and SITC 73: Metalworking machinery. For both of these groups,

we observe a sharp decline in Russian comparative advantages.

4 Dynamics of exports and imports by trade partner
41  Russia-CIS trade

Table 6 presents the dynamic structure of the Russian trade with the CIS (ranked by the
growth ratio 2006 to 1998). First of all, one can note a strong increase in exports for most
of the product groups. On average, the exports increased by a factor of 3.6 between 1998
and 2006. Among the groups contributing to a considerable part of manufactured exports,

we should note the following:
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The exports of road vehicles (SITC 78) experienced a five-fold increase between
1998 and 2006, contributing to 13.1% of Russian manufactured exports towards the CIS in
2006. The exports of road vehicles are mainly composed of motor vehicles for the trans-
port of goods and special-purpose motor vehicles (SITC 782), motor cars and other motor
vehicles principally designed for the transport of persons (SITC 781), and parts and acces-
sories of the motor vehicles (SITC 784), which comprise respectively 36.5%, 28.0% and
24.2% of the exports of road vehicles in 2006. The exports of lorries (SITC 782) increased
in value by a factor of 6.5, and the exports of vehicles (SITC 781) augmented by a factor of
4.7 between 1998 and 2006. However, an important part of this dynamic is explained by
price factors. So, in 2006, according to the Russian Ministry of Economic Development
and Trade (Minekonomrazvitia, 2007), Russian automobile exports towards the CIS in-
creased in value by 21.4% for cars and by 43.4% for lorries. Measured in quantities, the
exports of cars increased only by 3.7%, while the exports of lorries increased by 17.9%.

The exports of iron and steel have increased in value by a factor of 5, reaching
18.5% of the value of Russian manufactured exports towards the CIS in 2006. However,
the rapid increase of Chinese steel production and the growth of internal energy prices in
Russia could render the competition in this sector more acute.

Machinery exports accounted for about 23% of Russian manufactured exports to
the CIS in 2006. The growth rates are close to or less than the average for all manufactured
products, but are still significant (ranging from a 2 to 3.5-times increase between 1998 and
2006 depending on the product group). The main items in the Russian machinery exports
towards the CIS are SITC 71: Power generating machinery and equipment; SITC 74: Gen-
eral industrial machinery and equipment; SITC 77: Electrical machinery, apparatus and
appliances; SITC 79: Other transport equipment and SITC 72: Machinery specialised for
particular industries. Each of them contributes about 4-6% of Russia’s manufactured ex-
ports towards the CIS.

The fact of continued growth in machinery exports lets us suggest a gradual re-
constitution of economic (and also political) ties in the post-Soviet space. In fact, the ex-
ports of industrial equipment could provide the basis for the restoration of strong and dura-
ble links between the productive structures of the CIS countries under the Russian leader-
ship. However, Russia hasn't succeeded in maintaining its role as the main supplier of ma-
chinery and transport equipment for the post-Soviet space. Russia’s largest CIS partners,

Belarus, Ukraine and Kazakhstan, reported an increase between 2000 and 2006 in imports
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of machinery and transport equipment (SITC 7) by 3.2; 5.3; and 5.3 times respectively. At
the same time, the share of Russia in total imports of machinery and transport equipment
(SITC 7) declined from 44% to 28% for Belarus, from 33% to 20% for Ukraine and from
38% to 22% for Kazakhstan.” That means that Russia is gradually losing its role as the
principal supplier of machinery and transport equipment for the CIS. Further, the scope of
economic partnership within the CIS is limited by its political disintegration.

On the imports side, the value of manufactured imports increased by a factor of
2.5 1n 2006 as compared to 1998.

The imports of transport vehicles and equipment registered a strong increase. The
imports of SITC 79: Other transport equipment have increased by a factor of 7.3 in 2006 as
compared to 1998, reaching 7.6% of Russian manufactured imports from the CIS in 2006.
However, the imports of SITC 78: Road vehicles (which account for about 10% of im-
ports) have grown more slowly. In 2006, the imports of road vehicles constituted about 2.2
times the value of imports of 1998. A particularly strong increase in imports occurs in
2006. In absolute terms, according to the Russian Ministry of Economic Development and
Trade (Minekonomrazvitia, 2007), in 2006, the imports of cars (in physical quantities) in-
creased by 82.7% and imports of lorries augmented by 7.1%.

SITC 67: Iron and steel is dominant in imports of manufactured products (28% of
manufactured imports in 2006, increase in value by 3.3 times in 2006 as compared to
1998).

The part of machinery in manufactured imports from the CIS is comparable to the
Russian exports structure (SITC 74: General industrial machinery and equipment, nes, and
parts of, nes comprises 6.9% of manufactured imports in 2006; SITC 77: Electric machi-
nery, apparatus and appliances accounts for 6.8%; SITC 72: Machinery specialised for par-
ticular industries constitutes 4.5%; and SITC 71: Power generating machinery and equip-

ment 3.6%). However, the growth rates are slightly more moderate than for the exports.

> UN Comtrade, data reported by Belarus, Ukraine and Kazakhstan, SITC Rev.2. Accessed October 2007.
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Table 6

Evolution of Russian trade with CIS by product groups, 1998=100%

Share of Share of
Russian exports to the CIS (SITC Rev 3 product 2000 | 2005 | 2006 manuf [Russian imports from the CIS (SITC Rev.3 prod- 2000 | 2005 | 2006 .manuf
groups) exports |uct groups) imports
2006 2006
55 ssential oils and resinoids and perfume mate- | 303 115561 j6g | 27 |58 Plastics in non-primary forms 226 | 605 | 881 1.0
rials; toilet, polishing and cleansing preparations
Furniture, and parts thereof; bedding, mattresses,
82  mattress supports, cushions and similar stuffed 175 | 703 [1082| 0.9 |79 Other transport equipment 97 | 598 | 729 7.6
furnishings
56  Fertilisers (other than those of group 272) 118 | 539 |1022 1.6 |57 Plastics in primary forms 150 | 308 | 466 2.1
83 Travel goods, handbags and similar containers | 158 | 779 | 830 | 00 |64 Paper paperboard and articles of paper pulp, of | ;54 | 355 | 393 38
paper or of paperboard
63 El‘;:)‘ and wood manufactures (excluding furni- | |50 | 4oy | 693 | 16 |89 Miscellancous manufactured articles, n.e.s. 142 | 270 | 357 2.1
58 Plastics in non-primary forms 161 | 456 | 676 1.2 |67 Iron and steel 110 | 252 | 331 28.1
66 Non-metallic mineral manufactures, n.e.s. 127 | 395 | 560 4.9 |69 Manufactures of metals, n.e.s. 107 | 243 | 314 3.9
81 Prefgbrlcateq bul'ldmgs; sanitary, plqmbmg, 143 | 416 | 558 06 |74 General mdusm'al machinery and equipment, 107 | 233 | 290 6.9
heating and lighting fixtures and fittings, n.e.s. n.e.s., and machine parts, n.e.s.
67 Tron and steel 114 | 391 | 498 | 18.5 |63 g,??)‘ and wood manufactures (excluding furni- 95 | 240 | 287 0.5
78 Road vehicles (including air-cushion vehicles) 131 | 379 | 497 13.1 |72 Machinery specialised for particular industries 122 | 204 | 266 4.5
Electrical machinery, apparatus and appliances,
57 Plastics in primary forms 176 | 423 | 453 | 1.8 |77 M&sand electrical parts thereof (including non- |y | 197 | 546 | 638
electrical counterparts, n.e.s., of electrical house-
hold-type equipment)
89  Miscellaneous manufactured articles, n.e.s. 135 | 327 | 436 2.4 |66 Non-metallic mineral manufactures, n.e.s. 108 | 184 | 240 2.8
69 Manufactures of metals, n.e.s. 96 | 273 | 357 4.8 |73 Metalworking machinery 113 | 217 | 224 1.1
Electrical machinery, apparatus and appliances,
77 m.es, and electrical parts thereof (including non-| ;6 45 | 353 | 59 |78 Road vehicles (including air-cushion vehicles) 87 | 136 | 216 | 10,0
electrical counterparts, n.e.s., of electrical
household-type equipment)
72 Machinery specialised for particular industries | 110 | 277 | 337 | 4.0 |55 Essential oils and resinoids and perfume materials; | 1o | 147 | ;3 0.6
toilet, polishing and cleansing preparations
87 Professional, scientific and controlling instru- 130 | 254 | 322 1.7 |83 Travel goods, handbags and similar containers 127 | 208 | 212 0.0
ments and apparatus, n.e.s.
64 Paper, paperboard and articles of paper pulp, of 125 | 266 | 314 33 |87 Professional, scientific and controlling instruments 13 1172 | 185 09
paper or of paperboard and apparatus, n.e.s.
74 General industrial machinery and equipment, 99 | 236 | 294 | 59 |52 Inorganic chemicals 85 | 143 | 183 2.8
n.e.s., and machine parts, n.e.s.
54  Medicinal and pharmaceutical products 128 | 237 | 282 1.2 |84 Articles of apparel and clothing accessories 93 | 127 | 182 1.3
61 Leathpr, leather manufactures, n.e.s., and dressed 154 | 208 | 280 02 g1 Prefabrlcgteq buildings; samtar){, plumbing, heat- 72 | 127 | 175 07
furskins ing and lighting fixtures and fittings, n.c.s.
Furniture, and parts thereof; bedding, mattresses,
51  Organic chemicals 136 | 272 | 280 1.9 |82 mattress supports, cushions and similar stuffed 76 | 143 | 175 1.6
furnishings
79  Other transport equipment 70 [ 196 | 275 4.9 |71 Power-generating machinery and equipment 91 | 134 | 167 3.6
71  Power-generating machinery and equipment 141 | 235 | 268 6.5 |65 Textile yar, fabrics, made-up articles, n.e-s., and 127 | 132 | 156 2.6
related products
84  Articles of apparel and clothing accessories 100 | 252 | 234 0.3 |51 Organic chemicals 89 | 132 | 143 0.6
62 Rubber manufactures, n.e.s. 88 [ 178 | 222 | 3.1 |g1 Leather leather manufactures, n.es. and dressed | o5 | g5 | g7 | g
furskins
59  Chemical materials and products, n.e.s. 108 | 183 [ 221 | 1.5 |[sg Photographic apparatus, equipment and supplies | 1, | 74 | o3 0.1
and optical goods, n.e.s.; watches and clocks
g5 Textile yarn, fabrics, made-up articles, n.e.s.. 140 | 195 [ 216 | 1.5 |59 Chemical materials and products, n.e.s. 81 | 64 | 86 0.4
and related products
73 Metalworking machinery 80 | 188 [ 212 | 04 |76 Telecommunications and sound-recording and 92 | 93 | 81 04
reproducing apparatus and equipment
53 Dyeing, tanning and colouring materials 123 | 167 | 205 0.8 |62 Rubber manufactures, n.e.s. 64 | 65 | 80 1.6
52 Inorganic chemicals 126 | 165 | 188 1.8 |53 Dyeing, tanning and colouring materials 106 | 89 | 73 0.5
88 Photogr.aphlc apparatus,'equlpment and supplies 147 | 157 | 174 0.1 |54 Medicinal and pharmaceutical products 70 | 67 | 65 0.3
and optical goods, n.e.s.; watches and clocks
76 Lelecommunications and sound-recordingand | o3 | 147 | 169 | 04 [85 Footwear 80 | 38 | 51 04
reproducing apparatus and equipment
75 Ofﬁc&? machines and automatic data-processing 97 | 63 | 85 02 |75 OfﬁC§ machines and automatic data-processing 53| 00
machines machines
85 Footwear 79 | 64 | 77 0.2 |56 Fertilisers (other than those of group 272) 17 | 17 | 14 0.1
Average for manufactured products 116 | 285 | 365 | 100.0 |Average for manufactured products 101 | 191 | 247 100.0

Source : UN Comtrade Database, SITC Rev.3, author’s calculations. Accessed June 2008.
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42 Russia - EU15 trade

The structure of the Russian exports of manufactured products towards the EU15 (see Ta-
ble 7) is clearly oriented towards goods in the first stages of processing:

SITC 67: Iron and steel provides about 38% of manufacturing exports in 2006
(that is, the increase in value by a factor of 4.6 in 2006 as compared to 1998);

Another important group is composed of chemicals and fertilisers (SITC 51: Or-
ganic chemicals account for 10.7% of manufactured exports in 2006; SITC 52: Inorganic
chemicals for 9.1% and SITC 56: Fertilisers for 4.7%);

Finally, SITC 66: Non-metallic mineral manufactures provide about 13% of Rus-
sian manufactured exports to the EU15 in 2006.

On the import side, the growth was relatively more significant than for the ex-
ports. On average, the manufactured imports from the EU15 increased by a factor of 3.6 in
2006 as compared to 1998, while the exports increased by only 2.6 times during the same
period.

Machinery stands for about 30% of the Russian manufactured imports from the
EU15. Notably, the main imported products in this group are SITC 74: General industrial
machinery and equipment (10.2% of manufactured imports in 2006), SITC 72: Machinery
specialised for particular industries (9.2% in 2006), SITC 77: Electric machinery, appara-
tus and appliances (7% of manufactured imports in 2006). The growth rates are close to or
inferior to the average growth rates of the manufactured imports from the EU15.

The imports of other final products and consumption products demonstrate very
high growth rates. The imports of SITC 78: Road vehicles registered a spectacular increase
(7-fold during the analysed period), reaching approximately 14% of the total manufactured
imports from the EU15. Further, SITC 76: Telecommunications, sound recording and re-
producing equipment accounts for 6.4% of manufactured imports (increase by a factor of
4.5). SITC 54: Medicinal and pharmaceutical products accounts for 6.5% of manufactured
imports in 2006 (increase by a factor of 5.5 in 2006 as compared to 1998).

The rapid growth of imports of final products testifies to the poor competitiveness

of Russian domestic producers, who fail to compete effectively with imports.

24



BOFIT- Institute for Economies in Transition

Bank of Finland

BOFIT Discussion Papers 23/ 2008

Table 7 Evolution of Russian trade with the EU15 by product groups, 1998=100%

Share of Share of
Russian exports to EU15 2000 | 2005 | 2006 | ™20uF Russian imports from EU15 2000 | 2005 | 2006 | ™2PuT
exports imports
2006 2006
62 Rubber manufactures, n.e.s. 202 | 802 | 1411 0.6 78 Road vehicles (including air-cushion vehicles) 68 | 417 | 719 13.8
58 Plastics in non-primary forms 467 | 675 | 1141 0.1 57 Plastics in primary forms 118 | 485 | 708 2.1
76 Lelecommunications and sound-recordingand | |15 | 147 | 7g5 14 |73 Metalworking machinery 78 | 443 | 587 | 18
reproducing apparatus and equipment
g Prefabricated buildings; sanitary, plumbing, |7 | 40 | 77, 0.1 |54 Medicinal and pharmaceutical products 100 | 372 | 549 | 6.5
heating and lighting fixtures and fittings, n.e.s.
61 Leather, leather manufactures, n.e.s., and 203 | 608 | 707 14 83 Travel goods, handbags and similar containers 97 | 357 | 530 0.2
dressed furskins
67 Iron and steel 129 | 412 | 464 37.9 62 Rubber manufactures, n.e.s. 103 | 390 | 526 0.9
51 Organic chemicals 201 | 302 | 418 | 107 |75 Office machines and automatic data-processing | 134 | 408 | 454 | 3.5
machines
Furniture, and parts thereof; bedding, mat- Telecommunications and sound-recording and
82 tresses, mattress supports, cushions and simi- | 166 | 363 | 344 0.9 76 reproducing apparatus and equipment g 83 | 479 | 451 6.4
lar stuffed furnishings P & app quip
Essential oils and resinoids and perfume
55 materials; toilet, polishing and cleansing 200 | 418 | 323 0.4 53 Dyeing, tanning and colouring materials 101 | 317 | 418 1.8
preparations
53 Dyeing, tanning and colouring materials 70 | 151 | 322 0.4 79 Other transport equipment 51 | 180 | 412 1.5
Electrical machinery, apparatus and ap-
77 DPliances, n.es., and electrical parts thereof | 3,51 )65 | 5g4 | 14 |52 Inorganic chemicals 87 | 253|393 | 04
(including non-electrical counterparts, n.e.s.,
of electrical household-type equipment)
Office machines and automatic data-
75 . : 145 | 246 | 268 0.2 67 Iron and steel 102 | 252 | 378 2.0
processing machines
87 Professional, scientific and controlling instru- 296 | 184 | 258 05 74 General 1r}dustr1a1 machinery and equipment, n.e.s., 71 | 281 | 361 102
ments and apparatus, n.e.s. and machine parts, n.e.s.
63 gl(;;l;i?; wood manufactures (excluding 113 | 222 | 248 2.6 84 Articles of apparel and clothing accessories 81 | 257 | 346 3.0
56  Fertilisers (other than those of group 272) 108 | 234 | 240 4.7 56 Fertilisers (other than those of group 272) 48 | 235 | 341 0.0
69 Manufactures of metals, n.e.s. 403 | 193 | 236 2.3 55 Egsenhal ,‘“l? and rcsmmds' and perfume materials; 82 | 270 | 341 3.1
toilet, polishing and cleansing preparations
72 Machinery specialised for particular industries | 152 | 221 | 234 1.0 71 Power-generating machinery and equipment 58 | 251 | 339 1.9
52 Inorganic chemicals 111 ] 193 | 199 9.1 72 Machinery specialised for particular industries 76 | 252 | 337 9.2
64 Paper, paperboard and articles of paper pulp, | 3¢ | g4 | 183 | 2.8 |58 Plastics in non-primary forms 79 | 249 [ 333 | 1.7
of paper or of paperboard
71 Power-generating machinery and equipment 161 [ 172 | 170 1.1 69 Manufactures of metals, n.e.s. 65 | 233 ] 322 33
e
88 plies and optical goods, n.e.s.; watches and 90 | 174 | 166 0.1 77 T P uding 66 | 251 | 310 7.0
electrical counterparts, n.e.s., of electrical house-
clocks .
hold-type equipment)
o . Paper, paperboard and articles of paper pulp, of
83 Travel goods, handbags and similar containers | 60 | 148 | 158 0.0 64 88 | 244 | 305 2.9
paper or of paperboard
66 Non-metallic mineral manufactures, n.e.s. 49 | 156 | 154 13.2 59 Chemical materials and products, n.e.s. 84 | 249 | 305 2.4
g5 Textile yar, fabrics, made-up articles, ne.s, | 157 | 168 | 150 | 0.9 |51 Organic chemicals 92 | 250 [ 296 | 0.8
and related products
74 General industrial machinery and equipment, | 1¢6 | 119 | 143 | 0.7 |66 Non-metallic mineral manufactures, n.c.s. 84 | 233292 16
n.e.s., and machine parts, n.e.s.
. . Professional, scientific and controlling instruments
59 Chemical materials and products, n.e.s. 94 | 106 | 142 1.0 87 86 | 194 | 278 2.5
and apparatus, n.e.s.
S Prefabricated buildings; sanitary, plumbing, heat-
57 Plastics in primary forms 107 | 130 | 138 0.7 81 ing and lighting fixtures and fittings, n.c.s. 60 | 177 | 265 0.9
79 Other transport equipment 99 | 218 | 125 | 1.1 |gs Photographic apparatus, equipment and supplies | ¢ | 515 | o453 | o5
and optical goods, n.e.s.; watches and clocks
89 Miscellaneous manufactured articles, n.e.s. 99 | 96 | 119 0.9 89 Miscellaneous manufactured articles, n.e.s. 65 | 194 | 234 3.5
73 Metalworking machinery 138 | 102 | 111 03 |65 Textile yam, fabrics, made-up articles, n.e.sand | o7 | 173 | 53| g5
related products
78 Road vehicles (including air-cushion vehicles) | 84 | 75 | 101 0.7 63 Cork and wood manufactures (excluding furniture) | 55 | 162 | 207 0.6
85 Footwear 53| 6l 52 0.0 61 Leathpr, leather manufactures, n.e.s., and dressed 9 | 170 | 198 02
furskins
Furniture, and parts thereof; bedding, mattresses,
84  Articles of apparel and clothing accessories 91 | 62 | 48 0.6 82 mattress supports, cushions and similar stuffed 67 | 147 | 190 1.5
furnishings
54 Medicinal and pharmaceutical products 44 | 18 31 0.1 85 Footwear 62 | 130 | 189 0.9
Average for manufactured products 121 | 238 | 258 100.0 |Average for manufactured products 78 | 276 | 366 | 100.0
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4.3  Russia - China trade

One of the most outstanding features of Russian-Chinese relations is a high dispersion of
growth rates for imports and exports of different product groups (Table 8). The growth
rates by product group varied between a 1191-fold increase and a 90% decrease for the ex-
ports versus a 2-fold to 606-fold increase on the imports side in 2006 as compared to 1998.
Partially it can be explained by the poor quality of the statistical data available, but also by
a rapidly increasing scope of economic ties.

Russia’s manufactured exports towards China are concentrated in three main
domains:

1) Chemicals and fertilisers account for about 48% of manufactured exports. The
exports of SITC 51: Organic chemicals increased by more than seven times
between 1998 and 2006, reaching 18.2% of manufactured exports. SITC 56:
Fertilisers accounted for more than 28% of exports in 2006 (increase by a factor
of 1.8 as compared to 1998).

2) SITC 67: Iron and steel provides about 21.8% of Russian manufactured
exports to China.

3) SITC 71: Power generating machinery and equipment comprises 9.6% of
manufactured exports, but the value of exports decreased considerably

in the post-1998 crisis years.

On the imports side, the growth rates are very strong. While the value of Russian exports
increased by 1.4 times in 1998-2006, Russia’s imports from China registered a more than
12-fold increase. Russia imports primarily final goods, that is:

— The category durable goods accounts for an important share of Russian manu-
factured imports from China (SITC 76: Telecommunications and sound-recording
and reproducing apparatus and equipment makes up 14.2% of manufactured
imports from China in 2006; SITC 75: Office machines and automatic data-
processing machines represents about 7.4% of manufactured imports from

China in 2006). One should note very strong growth rates, including in 2006.

26



BOFIT- Institute for Economies in Transition

Bank of Finland

BOFIT Discussion Papers 23/ 2008

Table 8  Evolution of Russian trade with China by product groups, 1998=100%

Share of Share of
Russian exports to China 2000 | 2005 | 2006 | ™™ |Rusian imports from China 2000 | 2005 | 2006 | ™a"UF
exports imports
2006 2006
Essential oils and resinoids and perfume 311 | 19420 | 60667 1.3
55 materials; toilet, polishing and cleansing 2254 | 110521 | 119104 1.0 |57 Plastics in primary forms
preparations
63 gﬂ;‘fg‘::) wood manufactures (excluding 339 | 2666 | 4752 | 0.7 |78 Road vehicles (including air-cushion vehicles) 153 ] 5668 | 14599 1 3.6
Furniture, and parts thereof; bedding, mat- Office machines and automatic data-processin 273 | 7323 | 13425 7.4
82 tresses, mattress supports, cushions and simi- 332 823 3328 0.0 |75 machines P g
lar stuffed furnishings
75 ﬁii‘éiﬁﬁ?iiﬁ automatic data- 513 | 1179 | 1621 | 01 |73 Metalworking machinery 216 | 7436 | 12458 ) 0.3
. . Telecommunications and sound-recording and 146 | 4192 | 7675 14.2
59 Chemical materials and products, n.e.s. 195 1271 1499 0.6 |76 reproducing apparatus and equipment
Electrical machinery, apparatus and appliances, 189 | 5292 | 7620 8.8
58  Plastics in non-primary forms 154 | 604 | 1263 | 00 |77 ™S andelectrical parts thereof (including non-
. electrical counterparts, n.e.s., of electrical house-
hold-type equipment)
Photographic apparatus, equipment and sup- . e . . 181 | 2827 | 4789 1.6
88 plies and optical goods, n.e.s.; watches and 494 414 1031 0.1 |[81 Prefalbnc'a ted buildings; sanitary, p lumbing, heating
clocks and lighting fixtures and fittings, n.e.s.
51 Oreanic chemicals 314 629 706 182 |74 General industrial machinery and equipment, n.e.s., | 128 | 2180 | 4275 4.0
g i and machine parts, n.e.s.
65 Textile yarn, fabrics, made-up articles, n.e.s., 613 479 643 03 67 Iron and steel 64 1068 | 3717 2.0
and related products
61 ;‘::;She‘j’éfr f;tkhiirsmanufacrures, n.es., and 144 931 581 0.1 |63 Cork and wood manufactures (excluding furniture) 105 ] 2449 | 3544 0.5
- : 204 | 1409 | 3087 2.1
76 iﬂfggﬁﬁ;n;;xf:;:gijizi?l;ﬁzxdmg and 88 501 346 2.6 |72 Machinery specialised for particular industries
66 Non-metallic mineral manufactures, n.e.s. 256 350 293 0.3 [56 Fertilisers (other than those of group 272) 435 | 2198 | 2300 0.0
General industrial machinery and equipment Furniture, and parts thereof; bedding, mattresses, 68 1336 | 2120 0.8
74 ne.s.. and machine parts nre}z,s qup ? 66 171 183 0.9 |82 mattress supports, cushions and similar stuffed
T parts, n.€.s. furnishings
56  Fertilisers (other than those of group 272) 75 203 179 28.3 |83 Travel goods, handbags and similar containers 199 920 2045 1.5
Electrical machinery, apparatus and ap- 102 | 1168 | 1979 4.2
77 Pl1ance§, n.e.s., and e}ectncal parts thereof 33 180 175 2.0 69 Manufactures of metals, n.e.s.
(including non-electrical counterparts, n.e.s.,
of electrical household-type equipment)
64 Paper, paperboard and articles of paper pulp, 153 160 161 27 g7 Professional, scientific and controlling instruments 82 731 1482 1.1
of paper or of paperboard ) and apparatus, n.e.s.
53 Dyeing, tanning and colouring materials 68 209 137 0.0 |62 Rubber manufactures, n.e.s. 153 725 1369 0.4
71 Power-generating machinery and equipment 34 87 137 9.6 |66 Non-metallic mineral manufactures, n.e.s. 108 872 1348 3.2
52 Inorganic chemicals 62 115 136 1.6 [58 Plastics in non-primary forms 106 875 1235 0.9
67 Iron and steel 139 261 125 21.8 |52 Inorganic chemicals 201 891 1205 0.7
62 Rubber manufactures, n.e.s. 90 77 122 0.0 (85 Footwear 196 803 1148 8.2
57 Plastics in primary forms 277 163 114 29 |ss Essential oils and resinoids and perfume materials; | 214 | 662 1005 0.2
P Y ) toilet, polishing and cleansing preparations
85 Footwear 5 63 87 00 l6s Textile yarn, fabrics, made-up articles, n.e.s., and 100 685 861 53
) related products
84 Articles of apparel and clothing accessories 225 86 57 0.0 |59 Chemical materials and products, n.e.s. 101 619 781 0.8
87 Professional, scientific and controlling instru- 32 62 44 12 |38 Photographic apparatus, equipment and supplies 151 383 721 0.5
ments and apparatus, n.e.s. ) and optical goods, n.e.s.; watches and clocks
69 Manufactures of metals, n.e.s. 12 25 37 1.3 |51 Organic chemicals 180 481 679 1.0
72 Machinery specialised for particular industries | 35 15 27 0.2 [89 Miscellaneous manufactured articles, n.e.s. 119 | 499 672 5.7
. Leather, leather manufactures, n.e.s., and dressed 123 338 588 0.1
79  Other transport equipment 113 54 27 1.7 |6l furskins
54 Medicinal and pharmaceutical products 75 12 19 0.0 [71 Power-generating machinery and equipment 15 125 568 0.7
73 Metalworking machinery 3 20 19 0.9 |84 Aurticles of apparel and clothing accessories 120 | 607 502 17.7
78 Road vehicles (including air-cushion vehicles) | 157 16 17 0.0 |64 Paper, paperboard and articles of paper pulp, of 12 259 404 0.5
paper or of paperboard
89 Miscellaneous manufactured articles, n.e.s. 217 19 15 0.5 |54 Medicinal and pharmaceutical products 200 | 254 323 02
Prefabricated buildings; sanitary, plumbing, . . . . 39 158 243 0.2
81 heating and lighting fixtures and fittings, n.¢.s. 21 18 12 0.0 |53 Dyeing, tanning and colouring materials
83 ;frrsa:el goods, handbags and similar contain- ) R B 0.0 |79 Other transport equipment 12 41 199 0.4
Average for manufactured products 104 172 137 100.0 |Average for manufactured products 126 875 1240 100.0

Source : UN Comtrade Database, SITC Rev.3, author’s calculations. Accessed June 2008.

* - zero exports in 1998.
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In absolute terms, the imports of telecommunications and sound-recording and
reproducing apparatus and equipment (SITC 76) increased from USD million
24.4 to USD billion 1.9 during 1998-2006. The imports of office machines
(SITC 75) passed from USD million 7.3 to USD billion 1.0 during the same
period.

— Another important product group is composed of consumption goods, like
SITC 84: Articles of apparel and clothing accessories (17.7% of manufactured
imports from China in 2006); SITC 85: Footwear (8.2% of manufactured im-
ports from China in 2006). The imports have been increasing rapidly in recent
years.

— Finally, the imports of SITC 77: Electric machinery, apparatus and appliances

accounted for about 8.8% of Russia's manufactured imports from China in 2006.

5 Conclusion

Russia is globally disadvantaged in manufactures trade and the trade balance for manufac-
tures is rapidly deteriorating. However, when specifying Russia's trade relations according
to its main trading partners (the CIS, the EU, China), we note a significant differentiation
of specialisation patterns. Russia possesses revealed comparative advantages in manufac-
tures towards the CIS while being disadvantaged in the trade with the EU and China. How-
ever, Russia possesses strong potential in order to advance its international specialisation,
notably in terms of its human capital or its technological potential. Until now, Russia hasn't
managed to capitalise on this potential. In consequence, its benefits from the international
trade are limited.

In order to realise its competitive potential, Russia has to face the competition of
foreign oligopolistic firms which benefit from numerous advantages like the control of up-
stream markets, strong financial capacities, governmental support etc. One can suggest
strong opportunities for industrial diversification within the CIS while benefiting from in-
dustrial links inherited from the Soviet period. However, in economic terms, Russia is los-
ing the CIS markets vis-a-vis European and Asian countries. Moreover, the scope of eco-

nomic partnership within the CIS is limited given its increasing political disintegration.
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Annex

1 Revealed comparative advantages: Russia-world trade
Product group (SITC) 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
56 | Fertilisers (other than those of group 272) 0.99 | 1.00 | 1.00 | 1.00 | 0.99 | 0.99 | 0.99 | 0.99 | 0.99
51 | Organic chemicals 038 | 048 | 0.63 | 0.55 | 0.58 | 0.57 | 0.61 | 0.59 | 0.58
67 | Iron and steel 0.59 | 0.63 | 0.62 | 0.58 | 0.69 | 0.63 | 0.69 | 0.64 | 0.52
52 | Inorganic chemicals 0.58 | 0.57 | 0.66 | 0.30 | 0.21 | 0.39 | 0.52 | 0.46 | 0.46
61 | Leather, leather manufactures, n.e.s., and dressed furskins 0.31 | 0.05 ]| 046 | 0.16 | 0.58 | 0.63 | 0.58 | 0.49 | 0.45
63 | Cork and wood manufactures (excluding furniture) 0.29 | 0.55 | 0.56 | 0.42 | 0.40 | 0.31 | 0.35 | 0.39 | 0.31
66 | Non-metallic mineral manufactures, n.e.s. 0.52 [ -0.17 | -0.16 | 0.40 | 0.19 | 0.13 | 0.16 | 0.20 | 0.16
71 | Power-generating machinery and equipment 029 | 0.51 | 049 | 0.48 | 0.43 | 042 | 0.35 | 0.21 | 0.12
79 | Other transport equipment 0.04 | 0.31 | 0.31 | 0.36 | 0.55 | 0.60 | 0.53 |-0.05]-0.13
62 | Rubber manufactures, n.e.s. -0.11 | -0.16 | -0.08 | -0.07 | -0.04 | -0.02 | -0.16 | -0.22 | -0.24
64 | Paper, paperboard and articles of paper pulp, of paper or of paperboard -0.02 | 0.10 | 0.13 | -0.03 | -0.14 | -0.21 | -0.19 | -0.22 | -0.28
69 | Manufactures of metals, n.e.s. -0.12 | 0.49 | 0.53 | 0.13 | -0.13 | -0.21 | -0.29 | -0.30 | -0.30
82 Fuml_tur'e, and parts ther.eof; bedding, mattresses, mattress supports, cushions 068 | -032 | -0341-0471]-057-049 | -045 | -0.47 | -0.52
and similar stuffed furnishings
87 | Professional, scientific and controlling instruments and apparatus, n.e.s. -0.39 [ -0.11 | -0.14 | 0.04 | -0.19 | -0.35 | -0.40 | -0.41 | -0.55
59 | Chemical materials and products, n.e.s. -0.24 | -0.37 | -0.30 | -0.41 [ -0.48 | -0.47 | -0.52 | -0.59 | -0.57
55 Essent}al oils and resmmds and perfume materials; toilet, polishing and 086 | -0621-0501-0661-068!-0661-064!-0611-061
cleansing preparations
57 | Plastics in primary forms 0.18 | 0.26 | 0.31 | 0.04 | -0.18 | -0.32 | -0.28 | -0.50 | -0.62
65 | Textile yarn, fabrics, made-up articles, n.e.s., and related products -0.30 [ -0.30 | -0.29 | -0.39 | -0.34 | -0.44 | -0.45 | -0.50 | -0.62
89 | Miscellaneous manufactured articles, n.e.s. -0.31 ] 0.24 | 0.09 | -0.38 | -0.21 | -0.35 | -0.45 | -0.61 | -0.63
81 Prgfabrlcated buildings; sanitary, plumbing, heating and lighting fixtures and 0751 -079 | -0.62 1 -0.68 | -0.74 | -0.70 | -0.67 | -0.67 | -0.65
fittings, n.e.s.
Electrical machinery, apparatus and appliances, n.e.s., and electrical parts
77 | thereof (including non-electrical counterparts, n.e.s., of electrical household- | -0.51 | -0.17 | -0.18 | -0.37 | -0.47 | -0.60 | -0.63 | -0.64 | -0.66
type equipment)
53 | Dyeing, tanning and colouring materials -0.68 | -0.40 | -0.50 | -0.62 | -0.70 | -0.64 | -0.75 | -0.75 | -0.70
74 | General industrial machinery and equipment, n.e.s., and machine parts, n.e.s. | -0.68 | -0.53 | -0.30 | -0.33 | -0.57 | -0.56 | -0.57 | -0.68 | -0.71
73 | Metalworking machinery -0.30 | -0.27 | 0.17 | -0.54 [ -0.58 | -0.65 | -0.69 | -0.67 | -0.74
78 | Road vehicles (including air-cushion vehicles) -0.44 | -0.22 1 -0.13 | -0.39 | -0.36 | -0.55 | -0.63 | -0.70 | -0.77
38 Photographic apparatus, equipment and supplies and optical goods, n.e.s.; 064|036 1-047 | -0611-0691-0701-0681-0671-079
watches and clocks
72 | Machinery specialised for particular industries -0.77 | -0.62 | -0.57 | -0.58 | -0.69 | -0.73 | -0.71 | -0.74 | -0.80
58 | Plastics in non-primary forms -0.87 | -0.75 | -0.71 | -0.77 | -0.83 | -0.80 | -0.80 | -0.82 | -0.81
76 Telgcommumcatlons and sound-recording and reproducing apparatus and 071 1-0541-0731-076 | 079 | -0.74 | -077 | -0.84 | -0.84
equipment
84 | Articles of apparel and clothing accessories -0.04 | 0.40 | 0.08 | -0.25|-0.47 | -0.47 | -0.59 | -0.66 | -0.86
83 | Travel goods, handbags and similar containers -0.82 | -0.79 | -0.92 | -0.96 | -0.96 | -0.96 | -0.94 | -0.86 | -0.89
75 | Office machines and automatic data-processing machines -0.67 | -0.551-0.67 | -0.87 | -0.77 | -0.85 | -0.87 | -0.91 | -0.91
54 | Medicinal and pharmaceutical products -0.85(-0.79 | -0.86 | -0.89 | -0.85 | -0.84 | -0.88 | -0.91 | -0.93
85 | Footwear -0.41-0.26 | -0.62 | -0.82 | -0.85 | -0.85 | -0.84 | -0.91 | -0.95
Average for manufactured products -0.09 | 0.09 | 0.13 | -0.04 | -0.08 | -0.12 | -0.11 | -0.22 | -0.34
Source: UN Comtrade Database, SITC Rev.3., author’s calculations. Accessed June 2008.
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3 Revealed comparative advantages: Russia-CIS trade

Product group (SITC) 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
56 | Fertilisers (other than those of group 272) -0.39] 031 ] 051 0.69| 0.85| 0.84| 0.88| 0.87 | 0.94
Essential oils and resinoids and perfume materials; toilet, polishing and
55 | cleansing preparations -0.15| 0.27| 0.34| 0.37| 0.58| 0.59| 0.65| 0.73 | 0.71
75 | Office machines and automatic data-processing machines 041 | 049] 0.69| 0.56| 0.23| 0.65| 0.62| 0.64 | 0.65
54 | Medicinal and pharmaceutical products 0.05] 0.33] 0.33] 030| 041 ] 049 | 0.58| 0.59| 0.65
51 | Organic chemicals 040] 0.56| 0.56] 0.50 | 0.57| 0.58| 0.62| 0.66 | 0.64
59 | Chemical materials and products, n.e.s. 028 025| 041) 045| 047| 0.50] 0.61 | 0.67| 0.64
63 | Cork and wood manufactures (excluding furniture) 025] 027] 031] 021 | 0.22] 0.26| 037 | 0.54| 0.60
62 | Rubber manufactures, n.e.s. -0.05[-0.06| 0.11 | 021 | 0.46| 049 | 047 | 0.42| 043
71 | Power-generating machinery and equipment 020| 032] 040| 036| 0.29| 033 | 0.52] 045| 041

87 | Professional, scientific and controlling instruments and apparatus, n.e.s. 0.15| 0.00] 021 | 0.23| 0.26| 0.32| 0.36| 0.33 | 0.40

61 | Leather, leather manufactures, n.e.s., and dressed furskins -0.11] 0.00| 0.08| 0.19]-0.03 | 039| 044 | 0.27| 0.40
66 | Non-metallic mineral manufactures, n.e.s. -0.01 | 0.16 | 0.07] 0.07| 0.12| 0.21] 0.29 | 0.36 | 0.39
53 | Dyeing, tanning and colouring materials -0.18 | -0.16 | -0.11 | -0.30 | 0.03 | 0.14| 0.29 | 0.13 | 0.32
83 | Travel goods, handbags and similar containers -0.39 1 -0.38 | -0.30 | -0.27 | -0.12 | -0.09 [ -0.22 | 0.24 | 0.27
78 | Road vehicles (including air-cushion vehicles) -0.14 | 0.10| 0.06 | 0.07 | 0.18 | 0.26 | 0.30| 0.35| 0.26
69 | Manufactures of metals, n.e.s. 0.17 | 0.14| 0.12| 0.14| 0.16 | 0.16| 0.19| 0.23 | 0.23
58 | Plastics in non-primary forms 034 | 0.17] 0.18] 030 0.27| 036 0.39] 0.20| 0.21
89 | Miscellaneous manufactured articles, n.e.s. 0.11] 0.06]| 0.09| 0.22| 0.19| 025| 0.28 | 0.21 | 0.21
Telecommunications and sound-recording and reproducing apparatus and
76 | equipment -0.16 | -0.35 | -0.15 [ -0.33 | -0.18 | -0.07 | -0.04 | 0.07 | 0.21
Photographic apparatus, equipment and supplies and optical goods,
88 | n.e.s.; watches and clocks -0.11 | -0.07 | 0.07 | 0.06 | 0.20| 0.30| 0.27 | 0.26 | 0.20
72 | Machinery specialised for particular industries -0.04 | -0.27 | -0.09 | 0.06 | 0.03| 0.04| 0.05| 0.11] 0.08

64 | Paper, paperboard and articles of paper pulp, of paper or of paperboard 0.19| 0.06| 0.06 | 0.02| 0.03| 0.01| 0.09] 0.09 | 0.08

57 | Plastics in primary forms 0.09] 0.16| 0.17] 0.08| 0.25] 0.31| 0.40| 0.24| 0.07

Electrical machinery, apparatus and appliances, n.e.s., and electrical parts
thereof (including non-electrical counterparts, n.e.s., of electrical house-

77 | hold-type equipment) -0.12 | -0.08 | -0.09 | -0.02 | -0.02 | 0.01 | 0.05|-0.01 | 0.06
General industrial machinery and equipment, n.e.s., and machine parts,

74 | n.es. 0.05| 0.03] 0.02| 0.13|-0.04| 0.01 | 0.05] 0.06 [ 0.06
Prefabricated buildings; sanitary, plumbing, heating and lighting fixtures

81 | and fittings, n.e.s. -0.50 | -0.30 | -0.20 | -0.15 | -0.06 | -0.10 | -0.04 | 0.05| 0.04

67 | Iron and steel -0.27 | -0.25 | -0.25 ] -0.16 | 0.05 | -0.07 | -0.04 | -0.06 | -0.07

79 | Other transport equipment 0.39] 0.50| 0.24] 0.10 | -0.03 | 0.12 | -0.22 | -0.15 | -0.08

52 | Inorganic chemicals -0.121-0.11 | 0.08] 0.33| 0.25]| 0.25| 0.17 | -0.05 | -0.10
Furniture, and parts thereof; bedding, mattresses, mattress supports,

82 | cushions and similar stuffed furnishings -0.77 | -0.71 | -0.54 | -0.51 | -0.52 | -0.45 [ -0.38 | -0.23 | -0.12

65 | Textile yarn, fabrics, made-up articles, n.e.s., and related products -0.30 | -0.33 | -0.25 ] -0.19 | -0.06 | -0.08 | -0.08 | -0.11 | -0.14

85 | Footwear -0.46 | -0.53 [ -0.46 | -0.37 | -0.09 | -0.11 | -0.21 | -0.23 | -0.28

73 | Metalworking machinery -0.37 1-0.36 | -0.51 [ -0.53 | -0.55 | -0.51 | -0.45 | -0.43 | -0.40

84 | Articles of apparel and clothing accessories -0.65 | -0.68 | -0.63 | -0.53 | -0.42 | -0.38 [ -0.45 | -0.41 | -0.57

Average for manufactured products -0.06 | -0.01| 0.01] 0.05]| 0.11| 0.13] 0.14| 0.14| 0.14

Source: UN Comtrade Database, SITC Rev.3., author’s calculations. Accessed June 2008.
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4 Revealed comparative advantages: Russia-EU15 trade
Product group (SITC) 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
56 | Fertilisers (other than those of group 272) 098] 099 0.99] 099| 097 | 098] 098 | 098] 0.97
52 | Inorganic chemicals 0.81| 0.86] 0.85| 0.80| 0.76 | 0.75| 0.78 | 0.76 | 0.66
67 | Iron and steel 0.55] 038 ] 0.63| 0.56| 0.56| 0.64| 0.74] 0.70 | 0.62
51 | Organic chemicals 036| 043 ] 0.64| 053] 0.51] 0.51| 0.53] 0.54| 0.50
61 | Leather, leather manufactures, n.e.s., and dressed furskins -0.32|-0.17| 0.06|-0.12| 0.26 | 0.37| 0.33 | 0.30| 0.30
66 | Non-metallic mineral manufactures, n.e.s. 0.55| 039] 034 038 041 0.33] 0.35| 040 0.29
63 | Cork and wood manufactures (excluding furniture) -0.12 | 0.23] 0.24| 0.05] 0.04|-0.01 | 0.02] 0.04 | -0.03
64 | Paper, paperboard and articles of paper pulp, of paper or of paperboard | -0.47 | -0.29 | -0.29 | -0.32 | -0.41 | -0.49 | -0.53 | -0.57 | -0.64
65 | Textile yarn, fabrics, made-up articles, n.e.s., and related products -0.60 | -0.50 | -0.42 | -0.47 | -0.46 | -0.48 | -0.48 | -0.60 | -0.70
79 | Other transport equipment -0.28 1 -0.70 | 0.04 | -0.14 ] -0.65 | -0.12 | -0.40 | -0.19 | -0.71
69 | Manufactures of metals, n.e.s. -0.65| 0.17| 0.14 | -0.42 | -0.63 | -0.73 | -0.73 | -0.70 | -0.73
62 | Rubber manufactures, n.e.s. -0.90 | -0.81 | -0.82 1 -0.90 | -0.90 | -0.85 | -0.89 | -0.81 | -0.76
Furniture, and parts thereof; bedding, mattresses, mattress supports,
82 | cushions and similar stuffed furnishings -0.86 | -0.70 | -0.68 | -0.72 | -0.74 | -0.71 | -0.67 | -0.68 | -0.76
71 | Power-generating machinery and equipment -0.57 | -0.13 | -0.14 | -0.20 | -0.61 | -0.47 | -0.63 | -0.68 | -0.76
59 | Chemical materials and products, n.e.s. -0.67 | -0.64 | -0.64 | -0.73 | -0.77 | -0.80 | -0.81 | -0.84 | -0.83
57 | Plastics in primary forms -0.421-0.391-0.46 | -0.61 | -0.77 | -0.81 | -0.80 | -0.80 | -0.85
89 | Miscellaneous manufactured articles, n.e.s. -0.79 1 -0.67 | -0.70 | -0.74 | -0.92 | -0.89 | -0.91 | -0.89 | -0.89
Telecommunications and sound-recording and reproducing apparatus
76 | and equipment -0.94 | -0.87 | -0.92 | -0.95 | -0.96 | -0.98 | -0.98 | -0.98 | -0.90
84 | Articles of apparel and clothing accessories -0.48 | -0.18 | -0.43 | -0.60 | -0.67 | -0.73 [ -0.79 | -0.84 | -0.91
Photographic apparatus, equipment and supplies and optical goods,
88 | n.e.s.; watches and clocks -0.87 | -0.81 [ -0.90 | -0.90 | -0.90 | -0.91 | -0.92 | -0.90 | -0.91
53 | Dyeing, tanning and colouring materials -0.89 | -0.74 | -0.92 | -0.91 | -0.96 | -0.96 | -0.96 | -0.95 | -0.91
Electrical machinery, apparatus and appliances, n.e.s., and electrical
parts thereof (including non-electrical counterparts, n.e.s., of electrical
77 | household-type equipment) -0.91 [ -0.59 | -0.61 | -0.86 | -0.87 | -0.90 | -0.91 | -0.90 | -0.91
87 | Professional, scientific and controlling instruments and apparatus, n.e.s. | -0.91 | -0.74 | -0.72 ] -0.70 | -0.76 | -0.89 | -0.92 | -0.91 | -0.92
73 | Metalworking machinery -0.69 | -0.62 | -0.52 | -0.78 | -0.84 | -0.94 | -0.91 | -0.92 | -0.93
Prefabricated buildings; sanitary, plumbing, heating and lighting fix-
81 | tures and fittings, n.e.s. -0.98 | -0.98 | -0.94 | -0.98 | -0.98 | -0.96 | -0.96 | -0.94 | -0.94
Essential oils and resinoids and perfume materials; toilet, polishing and
55 | cleansing preparations -0.94 | -0.85]-0.87 | -0.92 | -0.93 | -0.93 [ -0.91 | -0.92 | -0.95
72 | Machinery specialised for particular industries -0.93 1 -0.86 | -0.87 | -0.92 | -0.93 | -0.93 | -0.93 | -0.94 | -0.95
58 | Plastics in non-primary forms -0.99 | -0.97 | -0.94 | -0.99 | -0.99 | -0.98 | -0.98 | -0.97 | -0.97
General industrial machinery and equipment, n.e.s., and machine parts,
74 | n.es. -0.93 | -0.87 | -0.82 | -0.83 | -0.93 [ -0.93 | -0.95 | -0.97 | -0.97
75 | Office machines and automatic data-processing machines -0.96 | -0.93 [ -0.96 | -0.98 | -0.97 | -0.97 | -0.97 | -0.97 | -0.98
83 | Travel goods, handbags and similar containers -0.92 | -0.85 | -0.95]-0.95 | -0.94 | -0.95 | -0.95 | -0.97 | -0.98
85 | Footwear -0.92 | -0.82 | -0.94 | -0.95 | -0.96 | -0.97 | -0.96 | -0.96 | -0.98
78 | Road vehicles (including air-cushion vehicles) -0.851-0.80 | -0.82 | -0.92 | -0.93 | -0.95 [ -0.96 | -0.97 | -0.98
54 | Medicinal and pharmaceutical products -0.91 | -0.89 [ -0.96 | -0.98 | -0.98 | -0.96 | -0.99 | -1.00 | -0.99
Average for manufactured products -0.51]-0.36 | -0.33 | -0.50 | -0.56 | -0.58 | -0.55 | -0.57 | -0.63

Source: UN Comtrade Database, SITC Rev.3., author’s calculations. Accessed June 2008.
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5 Revealed comparative advantages: Russia-China trade

Product group (SITC) 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
56 | Fertilisers (other than those of group 272) 1.00 | 1.00| 1.00| 1.00| 1.00| 1.00| 1.00| 1.00 | 1.00
51 | Organic chemicals 0.63| 0.71| 0.77| 0.78| 0.76 | 0.77 | 0.78 | 0.70 | 0.64
71 | Power-generating machinery and equipment 0.88] 097| 094] 098 | 098] 098 | 093] 0.83| 0.57
67 | Iron and steel 098] 099 0.99| 099 098] 099 | 0.96| 091 | 047

64 | Paper, paperboard and articles of paper pulp, of paper or of paperboard 0.56| 0.68 | 0.66]| 0.50| 0.62| 0.53| 048] 0.37| 0.17

Essential oils and resinoids and perfume materials; toilet, polishing and

55 | cleansing preparations -0.98 [ -0.941-0.79 | -0.91 | -0.75 | -0.53 [ -0.03 | 0.30 | 0.14
79 | Other transport equipment 0.80] 1.00| 098] 098 | 098] 0.95| 0.86| 0.84 | 0.08
73 | Metalworking machinery 1.00] 0.89| 0.76 | 0.43 | 0.38] 0.66 | 0.63| 0.16 | -0.10
57 | Plastics in primary forms 099 1.00| 0.99| 099]| 096]| 092 | 0.87 | 0.45|-0.26
52 | Inorganic chemicals 0.66| 036] 0.20| 0.11|-0.04|-0.21 | -0.12 | -0.23 | -0.29
61 | Leather, leather manufactures, n.e.s., and dressed furskins -0.42 [ -0.17 | -0.35 | -0.61 | -0.04 | 0.59 | 0.43 | 0.06 | -0.42
63 | Cork and wood manufactures (excluding furniture) -0.59 | -0.34 | -0.08 | -0.29 | -0.16 | -0.21 | -0.48 | -0.56 | -0.48

87 | Professional, scientific and controlling instruments and apparatus, n.e.s. 0.81] 0.86| 0.58] 0.59| 046 | 0.44| 0.07 | -0.10 | -0.55

59 | Chemical materials and products, n.e.s. -0.84 | -0.86 | -0.71 | -0.30 | -0.26 | -0.08 | -0.69 | -0.69 | -0.71

69 | Manufactures of metals, n.e.s. 0.63 | -0.34 | -0.31 | -0.23 | -0.29 | -0.54 | -0.81 | -0.82 | -0.85

Electrical machinery, apparatus and appliances, n.e.s., and electrical parts
thereof (including non-electrical counterparts, n.e.s., of electrical house-

77 | hold-type equipment) 0.44 | 0.00 [ -0.38 | 0.00 | -0.55]-0.67 | -0.84 | -0.84 | -0.89
General industrial machinery and equipment, n.e.s., and machine parts,
74 | n.es. 0.14] 043 [-0.19| 0.02]| 0.31]-0.06 | -0.72 | -0.81 | -0.89
Photographic apparatus, equipment and supplies and optical goods,
88 | n.e.s.; watches and clocks -0.93-0.76 | -0.79 | -0.71 | -0.65 | -0.78 | -0.64 | -0.92 | -0.90
Telecommunications and sound-recording and reproducing apparatus and
76 | equipment 0.03 | 0.02 | -0.22 | -0.47 | -0.53 | -0.59 | -0.70 | -0.78 | -0.91
72 | Machinery specialised for particular industries 0.49 | 0.46]-0.33]-0.35|-0.441-0.45|-0.81 | -0.94 [ -0.95
62 | Rubber manufactures, n.e.s. -0.57 | -0.68 | -0.72 | -0.54 | -0.59 | -0.71 | -0.85 | -0.94 | -0.95
89 | Miscellaneous manufactured articles, n.e.s. 0.00 [ -0.07 | 0.30|-0.22 | -0.64 | -0.70 | -0.90 | -0.93 | -0.96
66 | Non-metallic mineral manufactures, n.e.s. -0.821-0.80 | -0.62 | -0.63 | -0.78 | -0.82 | -0.90 | -0.92 | -0.96
53 | Dyeing, tanning and colouring materials -0.94 1 -0.97 | -0.89 | -0.83 | -0.93 | -0.96 | -0.88 | -0.92 | -0.96
65 | Textile yarn, fabrics, made-up articles, n.e.s., and related products -0.96 | -0.84 | -0.79 | -0.98 | -0.96 | -0.97 | -0.98 | -0.97 | -0.97
54 | Medicinal and pharmaceutical products -0.69 | -0.90 | -0.87 | -0.96 | -0.98 | -0.96 | -0.99 | -0.98 | -0.98
58 | Plastics in non-primary forms -0.98 | -0.96 | -0.98 | -0.95 | -0.93 | -0.97 [ -0.97 | -0.99 | -0.98
Furniture, and parts thereof; bedding, mattresses, mattress supports,
82 | cushions and similar stuffed furnishings -0.99 | -0.87 | -0.97 [ -0.99 | -0.99 | -0.97 | -0.99 | -1.00 | -0.99
78 | Road vehicles (including air-cushion vehicles) 0.51] 0.06| 0.51]-0.20 | -0.45|-0.57 | -0.85 | -0.98 | -0.99
75 | Office machines and automatic data-processing machines -0.94 | -0.42 [ -0.90 | -0.76 | -0.90 | -0.94 | -0.97 | -0.99 | -0.99
Prefabricated buildings; sanitary, plumbing, heating and lighting fixtures
81 | and fittings, n.e.s. -0.32 | -0.15 ] -0.88 | -0.99 | -1.00 | -0.99 | -1.00 | -0.99 | -1.00
83 | Travel goods, handbags and similar containers -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00
84 | Articles of apparel and clothing accessories -1.00 | -1.00 | -1.00 | -0.99 | -0.99 | -1.00 | -1.00 | -1.00 | -1.00
85 | Footwear -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00 | -1.00
Average for manufactured products 040 046 | 0.31] 0.31| 0.19|-0.01|-0.26 | -0.38 | -0.59

Source: UN Comtrade Database, SITC Rev.3., author’s calculations. Accessed June 2008.
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