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Abstract

The aim of this paper is to study Poland’s comjyetitess in international
trade in knowledge-intensive services (KIS). Thih@uanalyzes the trends in
Polish KIS trade and tries to answer the questidretver Poland is moving
towards obtaining a comparative advantage in thaklf

The first part of the paper presents a definitiord a&lassification of KIS,
indicators to measure competitiveness in intermatioservices trade, and
a short review of the research in this field. Tleeand part of the study is
empirical. The author uses traditional indicatorsiaternational competitiveness
such as: export performance, trade balance, andRB& index. The analysis
also touches upon the impact of Poland's accesgimnthe EU on its
competitiveness in KIS trade. Finally, some possi#terminants of Poland’s
competitiveness in particular KIS sectors are iatécl.

The paper uses the Eurostat and WTO databasesaridigzed period for
international transactions is usually 2000-2010¢ ar Poland the 1994-2010
period was used, i.e. since the European Agreesrgated into force.

Keywords international competitiveness, international teadin services,
knowledge intensive services
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1. Introduction

A modern competitive economy is defined as a seraicd knowledge-
based economy, and it should come as no surpris&iB play a key role in
such an economy. Statistical data demonstratesthisais the case in the EU
economies, including Poland. In addition, whenigseile of competitiveness in
international trade is discussed, it is generatipsidered that high-tech goods
are its driving force. There are some studies atthg that KIS are an important
source of productivity improvements, both in thevee and manufacturing
branches, and thus contribute to improving intéomat competitiveness. There
are also analyses showing the increasing importafid€lS in international
trade. Nonetheless, in general the issue of cothatess in international trade
in KIS remains poorly investigated.

The problem discussed in this paper is especialportant in the case of
Poland, because professional services were indicatea possible source of
comparative advantage in Polish trade following ascession to the EU
(Wyszkowska-Kuna 2004, p. 142), and were identifedpriorities in Polish
pro-export policy, owing to Poland’s good perforroann value added/export
activities, and high-tech advancement and innogatgés (Chojna 2008, p. 52).

The question whether Poland has moved towards sugiattern of
specialization is of great importance because Blplemcomparison with other
developed countries, is characterized by a relgtikav level of technological
advancement and competitiveness in internatiomdktin high-tech goods. On
the other hand, Poland has a relatively large pbotlatively cheap and well-
qualified labour, which has been perceived as aiplesresource of comparative
advantage in Polish export of KIS.

2. Definition and classification of knowledge-intesive services

The term “knowledge-intensive (or knowledge-basedlstries” usually
refers to those industries which are relativelyemsive in their inputs of
technology and/or human capital. While there armaldished methods for
classifying manufacturing industries according techinological intensity,
capturing the right service sectors to help measheempact of knowledge has
proved more challenging. The reasons for thus deline following: for a long
time most countries provided data on services alfairly aggregate levels;
limited information in areas such as R&D expenditand skill levels makes it
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difficult to group them according to “knowledgeensity”; countries/organizations
record services using different classificationseghnology/knowledge-intensive
sectors (some may use no definition), and thus dataing from different
sources may not be comparable (OECD 1999, p. 18).

In this paper Eurostat and WTO data are dsedrostat uses the sectoral
approach for all indicators except for data on fggth trade and patents (where
it uses the product approach). The sectoral appr@man aggregation of the
manufacturing industries according to technologicahtensity (R&D
expenditure/value added), and it is based on tlaistital Classification of
Economic Activities in the European Community (NACBManufacturing
industries are classified into high-technology, medhigh technology,
medium-low technology and low-technology industri®srvices are aggregated
based on the share of persons with a tertiary éiducapersons, and they are
classified into knowledge-intensive services (K&8j less knowledge-intensive
services (LKIS). Due to the revision of NACE Revl into NACE Rev. 2, the
definition of high-technology industries and knoudde-intensive services, as
well as knowledge-intensive activities, has chan@adaostat 2011a).

Eurostat (2011b) defines four categories of knogéehtensive services:

1. Knowledge-intensive high-tech services (HTKIS):
Post and Telecommunications (NACE Rev. 1.1)/ Teleoanications
(NACE Rev. 2); Computer and related activities;desh and development.

2. Knowledge-intensive market services (excluding KIFSand HTKIS):
Water transport; Air transport; Real estate aéisitRenting of machinery
and equipment without an operator, and of persandl household goods;
Other business activities;

3. Knowledge-intensive financial services (KIFS):
Financial intermediation, except insurance and ipeniinding; Insurance
and pension funding, except compulsory social sgcukctivities auxiliary
to financial intermediation;

4. Other knowledge-intensive services:
Education; Health and social work; Recreationdlycal and sporting activities.

In accordance with the definition of KIS presentdsbve, statistics on
output, employment and business activities areectdtd. We should keep in
mind that statistics on international trade uséfarént set of categories. What's
more, there is no official definition and no stitis on knowledge-intensive
services trade (KIS trade) - there are only steisin high-tech trade that refer
to trade in high-tech manufacturing products.

! The WTO has no official definition of knowledgeténsive industries, and its data refers only to
international trade.
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In this paper KIS trade includes: Communicationsvises? Insurance
services; Financial services; Computer and infoignaservices; Royalties and
license fees; other business servitesid Personal, cultural and recreational
services. Other business services consist of: Mitolg and other trade-related
services; Operational leasing services and Mistedlas business, professional
and technical services (including: Legal servicBasiness and management
consultancy, public relations services; Accountiagditing, book-keeping and
tax consulting services; Advertising, market reskamnd public opinion polling;
Research and development services; Architecturagineering and other
technical consultancy; Agricultural, mining, and-site processing; Other
miscellaneous business, professional and techrsealices; and Services
between affiliated enterprises, n.i.e.). Eurostdééinition of KIS also includes
Inland waterway transport, Air transport, and Peasspending on education
and health services by foreign students and visitout these data are available
only from Eurostat (and for Poland mainly since 200thus we exclude them.

The Balance of Payments records transactions betvestdent and non-
resident entities, which covers to a varying extarge of four modes of service
trade defined under the General Agreement on Tira&ervices (GATS 1994
pp. 285-286). Thus, the analysis refers only termdtional KIS trade through
cross-border transactions and temporary movemesgrofce recipients (modes
1 and 2) and that part of temporary movement afrahpersons (mode 4) which
takes place through service transactions. We egdiatle through commercial
presence (mode 3 —separate data on Foreign afilsatistics), and that part of
mode 4 that takes place through temporary emplol(Benchsenius 2010, p.7).

2 Communications services consist of Telecommuninatipostal and courier services — KIS
should include only Telecommunications, but thitada incomplete (e.g. for Poland there is no
such data before 2004).

3 Other business services — the sub-category Meticigaand other trade-related services
should be excluded here, but statistics on thisgmay are available only in Eurostat databases
(mainly for the EU countries), thus for comparapilvith international data (WTO), the entire
category was included in KIS trade.

* The OECD statistics exclude these transport sugcses from the definition of KIS.
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3. Measuring competitiveness in international trade

Competitiveness, unlike comparative advantage, was rigorously
defined in the early economic literature, and eaftar many attempts to define
it,® it remains a somewhat ambiguous concept (Sigd¥l 20 5).

Because this paper analyses competitiveness imatienal trade in KIS,
we need definitions and indicators to measurefidlid of competitiveness.

Competitiveness in international trade is a measpirea country's
advantage or disadvantage in selling its produntsiniernational markets
(OECD, 2005). Indicators of competitiveness infinétional trade can measure
the size or increase of market shares (e.g. Daubadia, Molero, Valadez 2004,
pp. 5-7), export performance (e.g. Balassa 1966%e pratios (e.g. Durand,
Giorno 1987, p.153), cost competitiveness (e.gn&uyrGollup1997, pp. 5-7;
Cockburn, Siggel 1999, pp. 5-10), or more complexedsions (multi-dimensional
indicators, e.g. Porter 1990, pp. 73-91; Oral 1918,9-22). Biékowski (2008,
pp. 23-29). They may be categorized into: (a) iatics measuring benefits from
international trade (factorial or price terms ofide, labour and capital
productivity, a sector's share in a country’s towport); (b) indicators
measuring market domination (export performancerketashare, relative
market share, hypothetical export index, constamstrket share, revealed
comparative advantage); and (c) indicators comgitiie previous ones (composite
competitiveness indicators). The theoretical studia the international service
trade are not very extensive, but they generallpatestrate that export-based
indices of competitiveness can also be used ty sthpetitiveness in international
service trade (Misala 2001, pp. 153-168; Wyszkow&kaa 2005, pp. 15-30).

One of the most commonly used indicators of comnipetiess in
international trade is the Balassa (1965) inderewbaled comparative advantage
(RCA) (Wysokinska 1995, p. 106; Misala 2001, p. 245;®&mwski 2008, p. 28).
This index was designed to analyze competitiveimregsternational merchandise
trade, but as Nusbaumer (1987, pp. 60-61) notednitoe also used with respect
to service trade. At the same time Barras and &a1e(1987, pp. 139-140)
proved that the RCA index, together with adjustexpoet shares, are
conceptually superior measures of competitivenesstérnational service trade
compared with observed export shares. Thereforethim paper Poland’s
competitiveness in KIS trade is measured by the R@kx, as well as by its
export performance and trade balance.

% In the broader literature we can find some clisstibns of different concepts and indicators
of competitiveness e.g. (Siggel 1997, pp. 6-16aMi2001, 242-255; Bidowski 2008, pp. 18-23).
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Finally, we should stress that the measurementoaipetitiveness is -
even within a well-defined conceptual framework erywv much a matter of
compromises with the available data, and entaiisiraber of trade-offs among
different criteria and objectives (Durand, Giorr@8Z, p. 153; Durand, Simon,
Webb 1992, p. 6; Chen 2011, p. 342). This is esfigcrisible in the case of
services trade, where data is scarce, often incmplecorded at a high level of
aggregation, and difficult to compare since it cenimm different sources —
generally of much poorer quality than in the cadenmerchandise trade.
Additionally, as Peterson and Barras (1987, pp.-1&%) noted, measuring
competitiveness in services is severely limitedthg problem of accurately
measuring the output of service industries (Peteasul Barras 1987, p. 133).

4. A review of related studies

Few research projects are focused on the impacsoafe producer
services (FC&BS - financial, communication and hesk services, KIS or
KIBS - Knowledge Intensive Business Services) oodpctivity and growth.
These services are recognized as providers okgtcainputs to the rest of the
system (manufacturing and service industries), #mefefore as important
contributors to increasing productivity in thesetses, and as a consequence
increasing competitiveness in international tratleey are also recognized as
sectors with a high potential growth (Antonelli 89%. 181, 192; Katsoulacos,
Tsounis 2000, p. 192; Windrum, Tomlinson 1999, $3-394, 401-402; Balaz
2004, pp. 478-487; Di Cagno, Meliciani 2005, p. 18¥indrum and Tomlinson
also state that the impact of KIS on a country'gpatiand productivity is higher
if there is strong degree of integration betweervises and other economic
activities (most notably manufacturing). The impote of intersectoral
linkages for export specialization is also stredsgd.aursen and Drejer (1997,
pp. 16-17). They conclude that the two types dfitetogical activities, namely
technological activities within a single ‘own’ sectand inter-sectoral linkages,
are both important in the determination of naticaglort specialisation patterns.

There are also few studies analyzing the issue oofipetitiveness in
international KIS trade. Guerrieri and MelicianiO@b, pp. 489-502) test the
determinants of trade specialisation and competitgs in FC&BS. They find
that a country’s ability to develop a competitiez\sce economy depends on the
structure of its manufacturing sector, as some fiaatwring industries are more
intensive users of these services. They also dtat knowledge-intensive
industries (office&computing machinery, professiongoods, electrical
apparatuses&radio, TV&communication equipment, doals and drugs) are
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the main users of producer services, and thus geamwhich specialise in these
industries are in a favourable position to devedopomparative and absolute
advantage in producer services. They also provedibraestic specialisation in
the service industries that are important uselB@EBS positively contributes

to international specialisation in FC&BS. Finallthey find that ICT has

a positive and significant impact on trade perfarosin FC&BS.

Di Cagno and Meliciani (2005, p. 151, 161) looksaillovers through
trade in services in the context of the literatomethe role of trade in economic
growth. They show that both domestic and importeddpcer services
(especially communication, business, financial atrdnsport services),
contribute to fostering technological change antddasing productivity. They
also prove that the importance of these servicaesracross industries.

Yap Co (2007, p. 893-900) studies the determinahtdS KIS exports
and finds that affiliated services exports (e.gesgch, development, and testing
services) generally arise to support other firmvéets (e.g. manufacturing) in
the importing countries, whereas non-affiliatedvems exports do not require
the presence of other activities. Thus affiliatedvices exports may be more
sensitive to the characteristics of importing coest

Brinkley (2007, pp 7-26) shows that the UK econonag experienced
a major structural change in its trade with the ofsthe world, from trade in
other manufactured goods towards exports in KISkagd tech manufacturing.
This has been driven by the rising global demamdKits, and it has been
achieved by: (a) consolidation of traditional sg#rs such as the City, business
services, and higher education; (b) moving intodigpgrowing areas such as
computer and information services and the creaidlgstries; (c) the transformation
of parts of manufacturing from pure production ffewng a manufacturing and
services package; and (d) the development of gllofzalds and expertise across
a range of knowledge-based service industries kigynclaims that the UK has
developed as an unrivalled world-leader in KIS &;adut there is a possible
threat from increased competition from high wagenemies in the EU and
North America, as well as from lower wage econorsigsh as India.

Javalgi, Gross, Joseph and Granot (2011) assesscamgpare the
comparative performance of major emerging market&IBS exports. They
indicate that while the major emerging markets &arélding competitive
advantage by focusing on KIBS, their progress diffsharply — e.g. China has
the lead, followed by India, Brazil, Russia, Mexicburkey, and Indonesia,
whereas smaller nations lag behind. They also shaivthe leading emerging
economies have not reached parity with the highdipstrialized countries.

In the studies referring to China, we learn tha® kiade contributed more
to the economic growth in China than the labouesstve and capital-intensive
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services trade (the University of International Bess & Economics 2010). On
the other hand Chen (2011, pp. 343-346), usingltbeand MI indices, shows
that China lacks international competitivenesshim KIS trade, which is related
to some extent with the immaturity of its KIS inthiss. Chen states that the
KIS sector in China is relatively backward and kekdependent innovation
capacity, and in addition is unfamiliar with foreiglaws, international
conventions and the market environment closelyaatsa with KIS industries,
such as insurance, consulting, financial and gbhefessional services. Thus, it
is difficult for China to adapt to international rkat demand.

5. Poland in international trade in knowledge intesive services

The data in the Table 1 shows that, between 200@@h0 (earlier data is
unavailable),the dynamics of growth in KIS exposas higher than of world
services exports, world merchandise exports andvitréd GDP. KIS exports
increased threefold, whereas world services expocteased 2.5 times, world
merchandise exports nearly 2.5 times, and world @bbled As a result KIS
increased their share in total services exports #&.9% to 50.3%; in exports of
goods & services from 8% to 10.1%; and in world Giiitn 2% to 3.1%.

Table 1. World exports of KIS compared with world exports of services, goods and GDP

World value (in min $) Relation to world 2010/2000x100
GDP (in %) World Poland
Exports: 2000 2010 2000 2010 2010/04 2010/0p
of KIS 637,900 1,927,300 2.0 3.1 302.1 659.6
of services 1521700 3835000 4.8 6.1 252.0 314.9
of foods 6456000 15274000 20.5 24.p 236.6 503.1
GDP 31492776 63048823 200.2 297.1

Source: World GDP: World Bank, 2002/2007/2011. T@BP 2000/2005/2010, World Development
Indicators database, World Bank, http://mww.pdwiaudiv/  weltbank/  gdp00.pdf;
http://mww.fts.uner.edu.ar/catedras03/economiafarshts/PBIBanco Mundial.pdf;
http://siteresources.worldbank.org/DATASTATISTIB8Sources/GDP.pdf., World KIS /services
/goods exports: WTO, Time series on internatioad, http:/stat. wto.org/ Home/WSDBHome.
aspx?Language=E.

The growth dynamic of KIS exports in Poland was entvan twice that of
the world KIS exports, total services exports ardPGn Poland, as well as
higher than merchandise exports in Poland (Tablén13 result, with more than

6.5-times growth, KIS increased their share ingPoiervices exports from 19%
in 2000 to 40% in 2010.
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Graph 1. Poland's share in world KIS/services/goodexports and in world GDP — 2000-2010
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Source: Own calculations based on the sourceTabla 1.

In Graph 1 we can see that between 2000-2005, &slahare in world
KIS exports remained at the same level (in castotal services it decreased
slightly), whereas between 2005-2010 it increasedenthan twofold (in total
services by 33%). With respect to merchandise frdresituation was reversed.
In a further part of the paper we explore the re@faof this growth to Poland’s
accession to the EU.

According to the data in Table 2, we can see tb&irfél has increased its
position in world KIS exports from 9lace in 2000 to F6place in 2010, and
its share in world KIS exports from 0.31% to 0.688spectively. However, it
should be mentioned that Poland’s place actually imaer, both in 2000 and in
2010° In 2010 Poland managed to achieve a better positian Australia,
Czech Republic, Portugal and Turkey, but we dontiwk if Poland was ranked
higher than Egypt, Israel, Malaysia and Mexico (faa on ‘Other business
services’ for these countries). Thus, we can suppbat in 2010 Poland was
ranked at more or less the same position as indvearinmercial services exports
(30" and in world merchandise exports {p8Poland’s share in world KIS
exports (0.68%) was lower than its share in woddrises exports (0.9%) and
world merchandise exports (1.0%). (WTO, 2012, @gh.Z5)

% In 2000 Belgium and Luxembourg were treated as @ammtry, and four countries were
probably ranked higher: Denmark and Finland — nta @& KIS exports, India and Russia — data
incomplete (lack of data on Other business seryviaed in the case of India also on Computer and
information).
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Table 2. Leading World KIS exporters in 2000 and ir2010

Inmin$* | In% Inmin $ | In %
2000 2010
World 637,900 | 100 World 1,927,30(*) 100
1. USA 134,343| 21.06| 1.USA 324,048 16.81
2. United Kingdom 77,317 12.12 2. United Kingdom omsI2 9.39
3. Germany 36,850 5.78 3. Germany 129,299 6.71
4. Japan 33,482 5.25 4. Ireland 88,432 4.5P
5.Belgium/Luxembourg| 29,520 4.63 5. Japan 75,969 4 3.9
6. France 27,927 4.38 6. China 75,729 3.98
7. Hong Kong, China 21,348 3.35 7. India 72,007 | 743.
8. Canada 20,737 3.25 8. Singapore 64,093 3.33
9. ltaly 17,867 2.80 9. Luxembourg 58,252 3.02
10. Switzerland 15,776 2.47 10. France 55,653 2.89
11. Spain 13,292 2.08 11. Hong Kong, Chjna 53,856| 79 2.
12. Ireland 12,423 1.95 12. Belgium 47,987 2.49
13. Taipei, Chinese 11,912 1.87 13. Spain 45,558 36 2.
14. Sweden 11,674 1.83 14. ltaly 44,210 2.29
15. Singapore 11,421 1.79 15. Sweden 43,534 2.26
16. China 9,641 1.51 16. Canada 39,803 2.07
17. Korea, Rep. of 9,196 1.44 17. Switzerland 38,548 2.00
18. Austria 8,172 1.28 18. Austria 26,077 1.35
19. Norway 5,804 0.91 19. Korea, Rep. of 24,935 1.29
20. Australia 5,780 0.91 20. Taipei, Chinese 21,263| 1.10
21. Malaysia 5,685 0.89 21. Finland 20,453 1.06
22. Brazil 5,514 0.86 22. Brazil 19,416 1.01
23. Israel 4,135 0.65 23. Norway 18,915 0.98
24. Mexico 3,383 0.53 24. Russia 18,099 0.94
25. Turkey 2,991 0.47 25. Denmark 16,502 0.86
26. Egypt 2,604 0.41 26. Poland 13,040 0.68
27. Czech Republic 2,222 0.35
28. Portugal 2,069 0.32
29. Poland 1,977 0.31

*At current prices. India: data on Computer & infation and Other business services from 2009.

Source: WTO, Time series on international tradén(@able 1).
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6. Poland’s competitiveness in KIS export in the gjht of its accession to the EU

From the data in Table 3, we can observe that larfdloKIS accounted
for more or less the same (slightly higher) shard¢otal exports as did high-
technology products, whereas in the EU high-teadypcts recorded a higher
share. It seems important to note that KIS incrédBeir share in EU exports,
whereas high-technology products decreased —esu# the difference between
them in 2010 was much smaller than in 2000. In mbldoth KIS and high-
technology products more than doubled their sharetal exports, but in both
cases they were lower than in the EU.

Table 3. KIS exports in comparison with high-tech poducts exports as a share of total exports in
Poland and in the EU-27

KIS exports as a share of total exports  High-fgduducts exports as a shafe

of total exports

2003/04 2005 2010 2000 2005 2010
Poland 3.1 3.4 6.8 2.8 3.2 6.0
EU-27 10.8 11.3 13.1 20.4 18.7 16.1

Source: Exports of high technology products asagesbf total exports (1995-2006, SITC Rev. 3)/(from
2007, SITC Rev. 4), http://epp.eurostat.ec.euraf@oeal/page/portal/science_ technology
innovation/data/database, Exports of KIS as a sifdotal exports — own calculations based on:
International trade in services, geographical lfeak: International trade in services (since
2004)/(from 1985 to 2003), http://epp.eurostat.ecropa. eu/portal/page/portal/balance
of_payments/data/database.

Examining Graphs 2 and 3 below, we can see thashP#lIS exports
recorded two periods of increase: between 19941808 (with the exception of
1996), and since 2004 (with the exception of 200%.important to note that
the first period of increase began when Polandredténto its association
agreement with the EU, and the second when Polatetesl the EU. It is also
not surprising that the second period of increasel®en much stronger than the
first, because following the accession most bariarservices trade between
Poland and the EU were removed. Lack of data orsiPskrvice transactions
with the EU countries before 2004 makes it moréatift to assess the impact of
EU integration on Poland’s competitiveness in ssmwiexports. But nevertheless
it seems justified to relate this growth in KIS exp to the integration processes.

Graph 2 yields additional important informatiorhat the chart for Other
business services (OBS) exports is very similath® chart for KIS exports.
OBS is the major category in KIS trade, and thsrthigh export growth was
the main engine of the growth in KIS exports. While other two categories -
Computer and information services (C&IS) and Ragaltand license fees
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(R&LF) — achieved even higher growth rates, thegtgbuted to a much lesser
extent to the increase in KIS exports, because hgg a relatively low share in
Polish KIS exports (particularly in the case of REL

Graph 2. The growth of KIS exports in comparison wih the growth of exports in other main
services categories in Poland between 1994-2010
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Source: as in Table 3.

Graph 3. The growth of KIS exports in comparison wth the growth of exports in KIS categories,
in Poland between 1994-2010
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Table 4. International services transactions in Paind between 1994-2010 (min EUR)
1994 2003 2005 2007 2010 2010/94
Communication | Credit | 175.7 215.9 249.1 368.7 419.8 238.9
Debit 1345 216.8 293.1 510.6 488.9 363.5
Net 41.2 -0.9 -44.0 -141.7 -68.8
Insurance Credit | 127.8 192.1 54.4 14.0 134.9 105.6
Debit 198.4 365.3 311.0 335.4 278.4 140.3
Net -70.6 -173.2| -256.5| -321.4 -143.4
Financial Credit 58.0 142.1 175.0 285.7 419.8 723.7
Debit 106.8 252.3 309.5 375.3 642.1 601.4
Net -48.8 | -110.2| -1345 -89.6 -222.6
Computer & Credit 1.7 118.2 158.6 483.4| 1162.869172.6
information Debit 204 | 3105 | 337.1| 6356 12550 4268.3
Net -27.7 -192.3| -178.5| -152.2 -93.1
Royalties & Credit 0.8 25.7 50.5 72.7 177.2| 21074.3
licence fees  ["Debit 151 | 6589 | 8337 11441 16920111815
Net -14.3 -633.3| -783.3| -1071.4 -1514|8
Other business | Credit | 952 | 1351.9| 2156.10 39305  7296/21049.4
Services Debit 896.2 | 2185.4| 2553.8 3616.8 5570|9 621.6
Net -200.9 | -8335| -397.7| 3137 17250
Personal, Credit 11.8 53.4 75.3 140.6 232.4 1976.0
cultural and Debit 10.9 113 | 1278 219.6] 6504 5953.1
recreational Net - - - -
0.8 59.6 52.5 79.0 418.1
KIS Credit | 1071.0 | 2099.3] 2919.0 5295.6 9843/3 919.1
Debit 1391.3 | 4102.2| 47659 6837.6 10578.8760.3
Net -320.3 | -2002.9| -1846.9 -1541 -735[7
Services Credit | 5631.7 | 9881.4| 13102.F 131027 24717.5438.9
Debit 3244.2 | 9418.4| 125153 12515(3 22381.2689.9
Net 23875 | 463.0 587.4 587.4 2336/
Transport Credit | 2049.6 | 3533.3| 4393 43935 6637|8 323.9
Debit 11475 | 2031.8| 2684.1 2684.1  4644|4 404.7
Net 902.0 | 1501.5| 1709.4 1709.4  1993|4
Travel Credit | 19546 | 3598.1| 50564 5056.4 72236 369.6
Debit 269.0 | 2476.6| 4485.0 4485.0 6510|12420.0
Net 1685.6 | 11215 5715 571.5 7135
Other services | Credit 1627.6 | 2750.0| 3652.5 3652.5 1085(.4666.7
Debit 1827.6 | 4909.5| 5346, 5346.5 11219.4613.9
Net -200.1 | -2159.5| -1694.1 -1694[0 -3692

*1994 — min ECU.

Source: International trade in services (as inerapl
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It is also worth stressing that OBS and C&lIS reedrdnly slight declines
in exports in 2009, while international trade imvees suffered from a deep
decline due to the world financial crisis. What'ena, the following year they
not only recovered to the growth rates from thequebefore the crisis, but they
even increased them (e.g. C&IS doubled their valeveen 2009-10). R&LF
were more heavily affected by the decline in 2004, the following year they
recorded their highest growth, particularly in estpdo the third countries. As
far as the other KIS categories are concernedf &tlem - except for Insurance -
increased their credit and debit transactions withe analyzed period, and they
also quickly recovered after a one-year-declingd9.

As we mentioned in section 2, a net trade balalscan important
indicator of a country’s competitiveness in intdioaal trade. The data in Table
4 shows that throughout the entire analyzed pdPioidnd recorded a deficit in
KIS trade, which indicates a rather poor level ompetitiveness in this field.
Generally, during this time Poland enjoyed a swgpfutotal services trade, but
this was thanks to a surplus in transactions inn3partation and Travel,
whereas in transactions in Other services Polaffdred a deficit. However, it
is important to stress that there has been an wepment in the competitiveness
of Poland in KIS trade in recent years. After a-y@ar period of growing
deficits in KIS trade, since 2004 Poland has reednkductions in this deficit.
This was mainly due to the high export growth in®HB his was the only KIS
category that has enjoyed a trade surplus sinc&,280d what's more this
surplus has grown 5.5 times (following a fourfoldwth in its deficit during the
association period). C&IS and Communications ses/ibave also recorded
reductions in their deficits (following a sevenfaldowth in the deficit during
the association period), whereas R&LF, Personaltual and recreational
services (PC&RS) and Financial services have recbrucreases in their
deficits, with the highest deficit taking placetransactions in R&LF.

In order to effectively assess the impact of Pomagcession to the EU
on its competitiveness in KIS trade, we should hdaéa on Polish service
transactions with the EU before and after 2004.odohately, there is no such
data before 2004, thus we can't say if there wakifa from extra-EU to intra-
EU trade following the accession. From the dat&dhle 5 we can observe that
since 2004, on average about 75% of Polish traiosachave been intra EU-
trade, both in exports and imports and in both K#fle and total services trade.
Thus we can say that Poland’s services trade hes feeatly dominated by
transactions with EU countries. However, since 2@@7 can observe a shift
from intra-EU to extra-EU transactions in PolishSKéxports, owing primarily
to OBS. OBS exports have recorded high growth, tmthe third countries and
to the EU member states, but exports to third g@sithave increased eight
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times, twice more than the corresponding exportheédEU. As a result, in 2010
their share in extra-EU services exports reachedetel of 36%, 10 p.p. higher
than in services exports to the EU (Table 6). Tthemotwo categories with the
highest growth rates (C&IS and R&LF) have increaear shares in the EU
markets to a greater extent.

Table 5. Percentage shares of trade with the EU-Zbuntries in Polish international transactions
in KIS and in total services for the period 2004-200

Credit Debit
Year| 04| 05| 06| 07/ 08 04 10 og 05 06 D7 P8 |09 |10
KIS | 76 | 76 | 77| 75| 70 69 66 7% 76 77 Y6 Y7 |8 |77
S 73| 74| 75| 74, 73 73 7 5 Y6 6 (77 |77

S — Services.

o)
~
[*2]

!

Source: Own calculations based on the sourceTabla 4.

Table 6. Trade in each KIS category as a percentagé total services trade (in 2004 and 2010), and
its growth between 2004-2010; in Poland — with theU and with third countries

EU (27) Extra EU (27) EU (27) Extra EU (27)
Year | 04| 10| G*| 04| 10 G| o4 1d g o4& 1p 6
Credit Debit

C 25| 19| 167 15 14 200 2F 23 180 13 18 282

| 03] 06/ 484 10| 04 99 22 1p 192 11 d1 P2

F 13| 20| 331 09 1d 308 25 2]8 283 32 B30 186
c&l | 12| 46| 854] 23] 50 553 29 5k 390 40 64 320
R&LF | 0.2 | 06| 804| 04| 09 652 56 65 244 95 115223
oBS | 15.1] 266 384 1156 36/5 814 190 258 299 17.86 [ 215
PC&R | 0.7| 1.0| 336 08 08 270 o0b 2[3 571 14 49 76

* Growth: 2010/2004*100.

Source: Own calculations based on the sourceTabla 4.

As was mentioned in section 2, the RCA index i®gazed as a reliable
indicator for measuring competitiveness in servitesle. In Table 7, RCA
indexes for Polish KIS exports are presented —ragglg for exports to the EU,
to third countries, and for total exports.

A country enjoys a comparative advantage in expafrégsgiven product if
the of RCA index value is above 1. In 2000, the Ri@dexes in Polish KIS
exports could be calculated only for total trade ffwe basis of statistics from the
WTO database). They showed that Poland enjoyedrmpa@tive advantage in
the export of Insurance and Communications ser\iogbe latter case the RCA
index had a border value). However, in the follagviyears the RCA indices
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reflected a decreasing trend in both categories particularly high decreases
in Insurance. In OBS and C&IS the trend was rewkrboth with respect to
exports to the EU and to the third countries. Assalt, in 2010 Poland achieved
comparative advantages in both categories, butestiegly only to the EU in
the case of exports of C&IS, and only to third daes in the case of exports of
OBS (the RCA index more than doubled its value vapect to third countries).

Table 7. RCA indexes in Polish KIS exports to the B countries; to the third countries; and in
total exports (in 2005 and 2010)

In exports to the| In exports to the In total exports

EU (27) third countries
Type of services 2005 201( 2006 2010 2000 2005 2010
Total KIS 0.48 0.75 0.42 0.83 0.44 0.4y 0.78
Communications 0.75 0.60] 0.72 0.6L 1.00 0.81 0.68
Insurance 0.16 0.28 0.25 0.1% 1.17 0.21 0.25
Financial 0.32 0.46 0.12 0.11 0.1% 0.19 0.23

Computer & information 037 1.24 0.28 0.65 0.18 0.28 0.82
Royalties and license fee$ 0.05 0.08 0.13 0.15 0}060.06 0.11
Other business 0.63 0.97 0.62 1.40 0.57 0.68 1.14
PC&R 0.33 0.68 0.55 0.70 0.30 0.45 0.79

Source: Own calculations based on the sourcelabla 4.

7. Determinants of Poland’s competitiveness in thexport of Other business
services and Computer and information services

Competitiveness in KIS exports, including OBS exporis mainly
determined by a country’s endowment in human ch@tawell as by the costs
and productivity of labour. Comparing the data ampyment in HRST-core
as percentage of total employment, we can sedPtilanhd generally enjoyed an
advantage over the EU-27 countries in the sernideastries (including KIS),
whereas in manufacturing the situation was reverkedalso worth stressing
that between 2004-2010 this advantage increaseticiparly in KIS, where it
amounted to 10 percentage points (49% in Polarfd; i8%he EU-27). Poland’s
largest advantage was in Financial services, Irion and communication

" HRST-core employment - persons fulfilling at lease of the following two conditions: (1)
have successfully completed a university level atlon; (2) are employed in a science and
technology occupation as ‘Professionals’ or ‘Techaris and associate professionals’.
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(1&C) and Professional, scientific and technicaiaties (PS&TA). To compare
the costs and productivity of labour we can usedtita on Wage adjusted labour
productivity (WALP). On the basis of the relation between WAibPPoland
and in the EU-27, we can say that Poland has amngatye over the EU-27 in OBS,
since 2008 in PS&TA (that replaced OBS) and in Raslecommunications, since
2008 in 1&C (that replaced P&T). WALP in Poland waigher than in the EU-27
by 10% in OBS and 33% in P&T (2007), 22% in PS&TAda31% in 1&C
(2010) (Eurostat, 2013).

While analysing competitiveness in the servicedenae shouldn’t forget
about the process of out-sourcing/off-shoring. Tiinly refers to computer
and business activities, where Poland has advamtager the EU-27. Thus,
Poland should be an interesting location for owtrsed/off-shored activities,
which in turn may enhance its export performanceéhgse sectors. From the
data on FDI in Poland, we can observe that beti®86-2009 the FDI inflows
into Real estate and business activities increbgelb times, whereas total FDI
inflows increased by only 2.7 times. As a resudtitlshare in total FDI inflows
increased from 3% to 21% (26% in 2008). On theshakinew classifications,
we can see that in 2010 Real estate activitiesusted for 11%, and PS&TA
for 36% of total FDI inflows into the Polish econpnThe share of C&I in total
FDI inflows was very small, although it recordece thighest growth (from
0.01% to 3%). Thus, we can say that in both sedt@s inflows can have
a positive impact on export performance. Howevee, stould add that on
average 87% of FDI inflows came from the EU coesirso they mainly generate
increased export opportunities to the EU markeBRN2004/2008/2010).

8. Conclusions

1. In the most recent decade the growth of world KtSoets was higher than
that of world services exports, world merchandisgoets, and world GDP.
In Poland the growth of KIS exports was more thaité higher than that
of world KIS exports, Polish total services exppasd Polish GDP, as well
as higher than the growth of Polish merchandise®sp

2. Poland has improved its position in world KIS exppand in 2010 this was
higher than Poland’'s position in world merchandise world services
exports. However, if we take into account Polangtare in world KIS
exports (0.68%) it was lower than Poland’s sharevorld merchandise
(1%) or world services exports (0.9%).

8 WALP — apparent labour productivity by averagespanel costs.



96 Joanna Wyszkowska-Kuna

3. Despite the high growth rate in KIS exports, in @athe share of KIS in
total trade was in Poland still nearly twice lovilean in the EU (in case of
high-technology products it was even three timegel). But the disparity
between Poland and the EU has diminished significan

4. Poland has enjoyed a surplus in services tradegdmgite the high growth
rate in KIS exports Poland still hasn't manage@abieve a surplus in this
field. On the other hand, we can note an improvenianPoland’s
competitiveness in KIS trade, mainly thanks to G&8@orts. This was the
only KIS category where Poland has enjoyed a sarplace 2007, with
a 5.5-time growth rate since then. OBS was alsootilg category where
Poland managed to achieve a comparative advantaggh +espect to third
countries, and nearly so in the EU and in totaloetep In 2010, despite its
trade deficit, Poland also achieved a comparatithea@tage in exports of
C&lIS, but only to the EU market. It is worth strieggthat, during the times
of the global crisis, which adversely affected ingional trade, in Poland
transactions in KIS trade recorded only a singlery@ecline, after which
then they returned to a path of growth, in someegasith even higher
growth rates.

5. Poland’s competitiveness in the export of OBS a@lCis positively
affected by its advantage over the EU-27 in waggusted labour
productivity and HRST-core employment, as well g$DI inflows.
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Streszczenie

KONKURENCYJNO SC W MI EDZYNARODOWYM HANDLU USLUGAMI
NASYCONYMI WIEDZ A — PRZYPADEK POLSKI

Celem artykutu jest zbadanie konkurency@moPolski w mgdzynarodowym
handlu ustugami nasyconymi wigdAutorka analizuje tendencje wgtdkzynarodowych
transakcjach Polski w ustugach nasyconych wjddstara s¢ odpowiedzié na pytanie,
czy Polska przesuwaesi kierunku ogigniecia przewagi komparatywnej w tym obszarze.

W pierwszej g&ci artykutu przedstawiona jest definicja i klasgfiiia ustug
nasyconych wiedz omowiona jest kwestia pomiaru konkurencygmow handlu
ustugami oraz dokonany jest przgglbada: w analizowanym obszarze. Dalszgséz
pracy ma charakter empiryczny. Autorka wykorzystujeradycyjne mierniki pomiaru
konkurencyjngci w handlu mgdzynarodowym, takie jak: wielké eksportu, saldo
transakcji handlowych oraz wskaki przewagi komparatywnej RCA. Analiza dotyka
réowniez wptywu akcesji Polski do UE na jej konkurencyihav eksporcie ustug
nasyconych wiedz Na koniec wskazane smaliwe determinanty tej konkurencyjfu.

W pracy wykorzystywaney $azy danych Eurostatu i WTO. Analiza obejmuje
okres 2000-2010 dla transakcji gdzynarodowych, oraz 1994-2010 dla Polski (od 1994
roku wszedt wycie Uktad Europejski).

Stowa kluczowemiedzynarodowa konkurencyijig miedzynarodowy handel ustugami,
ustugi nasycone wiegz



