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1 INTRODUCTION
This part of the study looks at the positioning of the EU retail sector in the global value flow system by
analysing international input-output data. The primary focus here is on the:
–

forward and backward links of production flows to and from the EU retail sector

–

global positioning of the EU retail sector in terms of: i) the origins of direct and indirect value
added in exports of EU retail sector; ii) the sector’s value added contribution to other sectors’
exports as a means to assess the global value chains connections; and iii) composition of
domestic and foreign value added embedded in exports of the EU retail sector

The analysis uses data from the World Input Output Database (WIOD), covering years 2000-2014 (Timmer,
Dietzenbacher, Los, Stehrer, & de Vries, 2015). While these data do not provide the most recent picture of
the situation, international input-output tables take significant time to develop and at the time of the analysis,
alternatives that could provide the needed geographical and especially sectoral needs of the study are
limited. WIOD is relevant to the study because it covers both all EU Member States and provides the data
specifically for the G47 sector (NACE classification), which is retail trade, except of motor vehicles and
motorcycles. Therefore, it provides the basis for understanding the connections between the EU retail sector
and other sectors and countries.
While international input-output data allows reconstructing value added flows to a certain extent, they still
only provide aggregate information at the country-sector level. Therefore, it is not possible to reconstruct
global value chains for individual product/service with all the individual stages, especially since certain
indicators can be approximated more mathematically. Given that the retail sector is relatively downstream
and is a service sector rather than manufacturing sector, it is also more challenging to locate and define it in
the global value chains more precisely. Since the sector is very downstream, its global value chain
participation is also likely relatively one-sided, especially, considering the intermediate outputs needed for
creating its value added.
The years 2000-2014 saw important changes in the EU membership. In order to provide a more uniform
look, we have made the following decisions on defining the EU so that it would align with its current
composition:
– the analysis excludes the UK, even though it was a part of the EU during the time period of this
dataset
–

the analysis considers countries that joined the EU during 2000-2014 time period as members
for the whole time-series (however we overview of the data of the new Member States, to
identify any important differences between their pre-EU and EU periods)

Further in this chapter we look at: 1) inputs to and outputs of the EU retail sector; 2) global positioning of the
EU retail sector in terms of value added in exports; 3) the trends in the new Member States (MS) before and
after joining the EU. We use R programming environment and its international input-output data packages
decompr (Quast & Kummritz, 2015) and gvc (Kummritz & Quast, 2016) to calculate specific indicators, such
as origins of value added in exports or domestic value added in intermediate exports.

2 INPUTS AND OUTPUTS OF THE EU RETAIL SECTOR
2.1 Outputs of the EU retail sector
The output of the EU retail sector doubled between 2000 and 2008 in nominal price. Then, due to the global
financial crisis, the growth in the total output stopped and the level remained more or less steady until at
least 2014. However, if we separate the intermediate and the final outputs, a clear difference emerges. On
the one hand, intermediate outputs decreased significantly and by 2010 their amount was back to early
2000s levels, with no significant change between 2010 and 2014. On the other hand, the amount of
production going to final consumption (including gross fixed capital formation and changes in inventory)
continued growing until 2010 and then stabilized after a slight decrease between 2010 and 2011. These
developments are shown in Figure 1 below. One reason for the continued increase in final consumption
while in the middle of the financial crisis could have stemmed from “…the fact that expenditure on basic
needs tends to be more resilient than other consumption items in an economic recession.” (Eurostat, 2013,
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p.4). The basic needs that would fall under the scope of retail sector would thus continue to need to be met
and the final output would likely be more resilient than intermediary outputs that relate to continuing
production or services chains.
Figure 1 EU retail sector’s production by destination (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
Note: other sectors also include the retail sector when companies within the retail sector are selling to each other.

Overall, the data for 2000-2014 show that around two thirds of output volume from the EU retail sector goes
to the final consumption, while the remaining third goes to other sectors as intermediary outputs. This is not
surprising given that retail is a very downstream sector by its nature. Therefore, final consumption must be
the dominant destination of its output. Nonetheless, it is interesting to see that final consumption takes an
increasingly larger share of the total production of the EU retail sector, as final consumption increases and
the volume of intermediary outputs going to other sectors decreases or remains steady, as seen in Figure 1.
Thus, the downstream orientation became even clearer in the post-crisis period.

2.1.1

Destination sectors

The majority of the outgoing production volume from the EU retail sector goes to final consumption, and
especially household final consumption (CONS_h in Figure 2 below). This is not surprising given that the
retail sector focuses on small quantity goods sales for consumption. The numbers for the whole time period
of 2000-2014 are shown below in Figure 2, where outputs going to final consumption account for more than
a half of all outputs of the EU retail sector. This relates to the dynamics shown in Figure 1, where final
consumption becomes even more dominant towards the end of the considered time period.
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Figure 2 EU retail sector’s production, by sector of destination (incl. final consumption) 2000-2014 (millions USD, current
prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
Note: sector names follow ISIC rev. 4 nomenclature, CONS_h stands for household consumption, GFCF stands for gross fixed capital
formation.

Data show (see Figure 1) that the difference between final consumption output and intermediate output
going to other sectors has increased over time. Indeed, when analysing the data from 2014 only, the retail
sector output to household consumption was around 65% (compared to the average of 55% over 20002014). This can be attributed to the overall decline in EU retail sector’s intermediate outputs after 2008 (see
Figure 1). For intermediate outputs going to other sectors, the manufacturing sectors (coded C) are the main
destination. The rest of the sectors individually constitute a fairly small amount of the outputs going from the
EU retail sector.

2.1.2

Destination countries

The output of the EU retail sector (whether as intermediate or as final products) is mainly used within the EU,
likely due to significant domestic orientation of the sector. In terms of the main destination countries for final
consumption, Germany has the highest volumes of inflows, then come France, Italy, Spain, the Netherlands,
and Poland. The primary destination countries outside of the EU are the UK and the US, but there the
volumes are very small compared to the larger EU MS. The UK is at the 23rd position and the US is at the
24th position. No significant variation during the 2000-2014 period emerged. Figure 3 shows the main nonEU destinations of EU retail sector’s final outputs.
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Figure 3 Main non-EU destinations of EU retail sector’s final outputs (including INVEN and GCFC-sectors) (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
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2.2 Intermediate products incoming to the EU retail sector
The EU retail sector showed clear growth in its use of intermediate products from other countries and/or
sectors in 2000-2008. After 2008, these levels plateaued and stayed at relatively similar values, which is
likely related to the global financial crisis of 2008. Figure 4 shows the total intermediate consumption, i.e.,
production coming to the EU retail sector for all the years covered by the dataset.
Figure 4 Total intermediate output consumption by the EU retail sector 2000-2014 (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

This section looks more closely at the sectoral and geographical sources of these inputs. First, we discuss
the country of origin, then we move on to discussing the sectors of origin.

2.2.1

Incoming intermediate production volumes based on the country of origin

Countries that supply most of the volume of intermediate outputs to the EU retail sector are mainly the
largest economies of the EU, namely, Germany, France, Italy, Spain, the Netherlands, and Poland. A nonEU country that supplies the most outputs to the EU retail sector is the US, which was in spot 12 (11, if the
rest of the world unit is excluded) out of the total of 44 countries in 2014, as shown in Table 1. Overall, it
seems clear that most direct intermediate inputs to the EU retail sector come from within the EU, likely from
domestic sources to a large extent.
Table 1 Total incoming intermediate products to the EU retail sector, by country of origin, for 2014 (billions USD, current
prices)
Country
DEU
FRA

96.0
65.1

Rank
1
2

Country
PRT
IRL

ITA
ESP
POL

61.1
33.8
17.3

3
4
5

NLD

16.4

BEL
AUT
SWE
ROU
ROW
USA
CZE

13.0
10.6
10.0
8.7
8.0
6.6
6.4
6.2

FIN

Inputs

Inputs
5.5
5.0

Rank
16
17

Country
CYP
RUS

GBR
GRC
HUN

5.0
4.9
4.2

18
19
20

6

SVK

4.1

7
8
9
10
11
12
13

LUX
CHN
HRV
BGR
SVN
CHE
LTU

3.8
2.4
2.0
1.8
1.6
1.6
1.0

14

LVA

0.9

Inputs
0.7
0.7

Rank
31
32

TUR
NOR
CAN

0.5
0.5
0.4

33
34
35

21

JPN

0.4

36

22
23
24
25
26
27
28

MLT
KOR
IND
BRA
TWN
IDN
AUS

0.3
0.3
0.3
0.2
0.1
0.1
0.1

37
38
39
40
41
42
43

29

MEX

0.1

44

DNK
6.2 15
EST
0.9 30
Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
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Nonetheless, even if EU countries are dominant, the US, the UK, China, and Switzerland also play an
important role.

2.2.2

Incoming intermediate production volumes based on the sector of origin

Table 2 below lists the economic sectors that the EU retail sector predominantly gets their inputs volume
directly from. These ten sectors cover 68.5% of the total volume of intermediate inputs that the EU retail
sector uses. Incoming volumes from EU countries constitute roughly 94% of the total incoming volume, while
non-EU countries contribute almost 6%.
Table 2 Ten sectors with the largest amount of intermediate inputs for the EU retail sector (millions USD, current prices)
Rank

Sector
code

Sector name

% of total
intermediate inputs,

EU
sources

Non-EU
sources

1
2
3

L68
N
M69_M70

Real estate activities
Administrative and support service activities
Legal and accounting activities; activities of head
offices; management consultancy activities

18.1%
8.5%
6.4%

99.5%,
92.7%
94.1%

0.5%
7.3%
5.9%

4

K64

Financial service activities, except insurance and
pension funding

5.5%

97.1%

2.9%

5
6
7

D35
H49
G46

5.3%
4.9%
4.8%

96.7%
95.0%
96.3%

3.3%
5.0%
3.7%

8
9
10

M73
H52
H53

Electricity, gas, steam and air conditioning supply
Land transport and transport via pipelines
Wholesale trade, except of motor vehicles and
motorcycles
Advertising and market research
Warehousing and support activities for transportation
Postal and courier activities

4.1%
3.6%
3.3%

91.5%
92.4%
96.5%

8.5%
7.6%
3.5%

2000-2014

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Interestingly, the retail sector itself (as defined by G47) is not among the highest contributing sectors here.
Instead, it plays a less prominent role. This is perhaps not surprising, as such sectors as real estate indeed
provide substantial contribution to enabling the functioning of the retail sector (e.g., for warehousing,
shopping, etc.).
The sectors where non-EU countries supply most of the intermediate consumption to the EU retail sector are
sectors B (mining and quarrying), T (activities of households as employers; undifferentiated goods- and
services-producing activities of households for own use), C26 (manufacture of computer, electronic and
optical products), H51 (Air transport), and C30 (manufacture of other transport equipment). However, each of
the sectors that supply more from non-EU countries than from within the EU are among the lowest supplying
sectors overall, as shown in Table 3 below.
Table 3 Ten sectors with the highest amount of intermediate inputs for EU retail sector (millions USD, current prices)
Rank

Sector
code

Sector name

45
55

B
T

Mining and quarrying
Activities of households as employers; undifferentiated goods-

% of total
intermediate inputs,

EU
share

Non-EU
share

30.0%
41.8%

60.0%
58.2%

2000-2014
0.3%
<0.01%

and services-producing activities of households for own use
31
C26
Manufacture of computer, electronic and optical products
0.7% 62.8%
39
H51
Air transport
0.4% 76.4%
51
C30
Manufacture of other transport equipment
0.1% 76.4%
Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

37.2%
23.6%
23.6%

Thus, at least looking at the direct links, the picture emerges that the EU retail sector mostly uses
intermediate products from within the EU to create its value added. However, only looking at the direct links
does not allow to uncover the deeper chains of production that link different economic sectors and countries.
The next section looks at decomposed data that helps to understand the global positioning of the EU retail
sector in greater detail.
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3 GLOBAL POSITIONING OF THE EU RETAIL SECTOR
In order to better understand the origins of value added incoming to the EU retail sector or coming from it, we
have used calculations based on Wang, Wei, and Zhu (2013) and Leontief’s decompositions. Such approach
allows us to:
• Identify the structure of the final and intermediate goods exports of the EU retail sector by looking at
embedded domestic (for country not country-sector) and foreign value added in exports
• Identify the origins of value added created by identifying the source countries and sectors that
contribute to the outputs of a country-sector of interest
Specifically, we look at the export dimension to see how value added flows going through the EU retail
sector are reflected in the global value flow system. This is more informative for understanding global value
chains than taking specific more mathematically derived indicators (e.g., on the length or distance to
consumer, especially when the downstreamness of the retail sector is known). Looking at exports rather than
the final outputs also allows to better focus the analysis on the integration into the global value flow system.
This approach also allows looking at foreign countries as destinations of intermediate value added created in
the EU retail sector that they then use to export their goods and services. It strengthens the global value
chain dimension to the analysis.

3.1 Domestic and foreign value added in EU retail sector’s exports
The dominance of the EU market mainly comes from the retail sector being close to the final consumer.
Therefore, the EU being the main ‘destination’ of the final EU retail sector’s products is not surprising, as
most of them are consumed domestically. However, the domestic value added embedded in sector’s final
goods exports can also be studied, to better understand the further value flows and sector’s dependence on
the international value networks.
In this case, EU countries’ retail sector actually exports more domestically created value (from across
different sectors domestic for a country) to non-EU countries than to those within the EU. Figure 5 shows
domestic value added (including from non-retail sectors) in final exported outputs (DVA_FIN) of the retail
sector and exported final outputs by type of destination country (EU vs. non-EU). Figure 6 that follows shows
the division of exported final outputs by country of destination for 2000-2014 except for the rest of the world
unit, since it aggregates a large number of smaller economies into a single one.
Figure 5 Domestic value added in EU retail sector’s final exported goods, total and by type of destination country
(millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
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Figure 6 EU retail sector’s value added in exported final goods by country of destination for 2000-2014 (millions USD,
current prices, except for the rest of the world unit)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
Note: ROW is omitted from this graph. Counting it as a single entity makes it the largest importer by far, with roughly 25% of all exports
of final goods from the EU retail sector. GFCF and INVEN sectors are not depicted here.

When looking at domestic value added embedded in exports of the EU retail sector, many countries that
were formerly in low positions on the total production volumes imported from the EU retail sector, such as
the US and the UK, are shown to be among the top recipients of domestic value added embedded in the EU
retail sector. Other non-EU countries, such as Russia, Norway, Switzerland, and Japan also import a
significant amount of exported domestic value added in final goods via the EU retail sector. Nonetheless,
when taking into account the rest of the world unit, the domestic value added in retail sector’s exports of final
goods to non-EU countries becomes more prominent than in exports to countries within the EU, as Figure 5
shows.
The EU retail sector also exports more domestic value through intermediate outputs (absorbed by direct
importer) to non-EU countries than to EU MS. Figure 7 shows that the intermediate outputs from the EU
retail sector going to intermediate exports in other countries used by the direct importer to produce domestic
final goods consumed at home. 1 The increase is steady during the period, and the financial crisis of 2008
only seems to have had a marginal effect on this indicator. A slight decrease is noticeable after 2008, but
with the level of intermediate outputs recovering and reaching a new peak already by 2011. The same
measurements but disaggregated by country of destination are shown in Figure 8 to provide a more detailed
overview. There, Germany, the US, the UK, Italy, Spain, and France can be seen as the main destinations
(accounting for close to 60% of the total if the rest of the world unit is excluded).

1 Calculations are based on the WWZ decomposition (Wang, Wei, & Zhu, 2013),
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Figure 7 EU retail sector’s domestic value added going to intermediate exports used by direct importer to produce
domestic final goods consumed at home (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Figure 8 EU retail sector’s domestic value added going to intermediate exports used by direct importer to produce
domestic final goods consumed at home (millions USD, current prices, rest of the world unit excluded)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
Note: ROW is omitted from this graph. ROW as a single entity account for about 40% of the total added value in the EU retail sector to
intermediate exports to produce domestic final goods consumed at home.

Therefore, the data suggests that when it comes to exported intermediate outputs, non-EU countries
(especially the US and the UK) play an important role. Still, compared to the gross output of the EU retail
sector, exporting plays a relatively minor role, which should not be surprising, given the downstreamness
and the usually local focus of the retail sector.

3.2 Country and sectoral destinations of EU retail sector’s value added
In terms of value added going directly or indirectly to other sectors’ exports as intermediate outputs (i.e.,
originating in the EU retail sector), data indicate that C sectors (manufacturing) are the main users of EU
retail’s output for exporting. Then come G sectors (wholesale and retail trade; repair of motor vehicles and
motorcycles), where the retail sector itself (G47) makes up most of the volume (i.e., transactions there are
mainly within the same sector domestically or internationally). As a single two-digit level sector, retail is by far
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the largest recipient of value originating in the EU retail sector and then being used further for export. Figure
9 below provides a detailed overview of the data for the whole 2000-2014 period.
Figure 9 EU retail sector’s value added in exports by sector in 2000-2014 (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Meanwhile, Figure 10 shows the evolution of the same data over time. First of all, it emerges that the overall
amount was higher in 2008 than in 2000 and 2014. This relates to the data in Figure 1, which shows a
decrease in the intermediate outputs going from the EU retail sector since the 2008 peak and is not
surprising. However, this data provides a decomposed look capturing indirect and direct flows of value added
created by the EU retail sector. Structurally, what is evident, is the growth of the links between EU retail
sector and G sectors (wholesale and retail trade; repair of motor vehicles and motorcycles), including G47
(retail trade, except of motor vehicles and motorcycles). By 2014, it has already nearly caught of with the
amount of value added going to C (manufacturing) sectors.
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Figure 10 EU retail sector’s value added in exports by sector in 2000, 2008, and 2014 (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
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Most of the EU retail sector’s value added later used as exports remains in the EU, as shown in Figure 11
Error! Reference source not found.below. From non-EU countries, the UK, Switzerland, China, the US, a
nd Turkey were the main users of EU retail sector’s intermediate outputs for exports.
Figure 11 EU retail sector’s value added in exports by country in 2000-2014 (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Figure 12 shows, the ratio of EU retail sector’s value added in intermediate products between EU and nonEU countries remained rather similar over the considered time period. However, there have been some
changes in the core non-EU partners, with China and Turkey gaining a more prominent role. Still, of the
overall value added in intermediate products later used for exports, non-EU countries accounted for less
than 10% of it.
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Figure 12 EU retail sector’s value added in exports by country in 2000, 2008, and 2014 (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

3.3 Country and sector origins of value added in exports of EU retail sector
Looking at the origins of direct and indirect flows of value added in EU retail sector’s exports, it is still true
that most of the intermediate inputs come from within the EU, with the US and the UK being the main nonEU sources. Thus, most of the participation in value chains whether backward or forward, is within the EU
(whether domestically or by trading with other EU MS), while the involvement with non-EU countries is
limited.
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Figure 13 Origins of value added in EU retail sector’s exports 2000-2014 by country (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

As Figure 14 shows, the sources used for creating EU retail sector’s value added that is then exported has
increased over time. There was also an increase in the use of non-EU sources relative to the EU sources
(from about 4% to about 9% of the total). It suggests an increased global backward orientation of the EU
retail sector, even if the numbers remained rather low. Finally, in addition to the US, the UK and Switzerland,
China and Russia became important sources (at least relative to other non-EU countries) over the
considered time period.

VERSION NO. 02 |

17

Figure 14 Origins of value added in EU retail sector’s exports 2000-2014 by country (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Looking at origins of value added in country’s exports from the sectoral perspective provides a relatively
similar picture with G sectors and especially retail being the main source of intermediate inputs then used by
EU retail sector for exports. However, there are certain differences. For example, inputs from manufacturing
(C sectors) play a more limited role, while in terms of share, those related to real estate activities (L sector)
are more prominent.
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Figure 15 Origins of value added in EU retail sector’s exports 2000-2014 by sector (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Figure 16 shows changes over time. As it can be seen, all sector groups (at the NACE letter level)
demonstrated increase over time, with the dominant sectors remaining the same – trade, real estate, and
manufacturing. However, the latter two are already quite significantly behind.
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Figure 16 Origins of value added in EU retail sector’s exports in 2000, 2008, and 2014 by sector (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015
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It is important to stress that these data cover only the export dimension, where the EU retail sector uses
incoming intermediate products to produce exported goods or where the EU retail sector produces
intermediate outputs that are then used for exports by other countries and/or sectors. The data also identifies
the origins of value added that can come directly (i.e., without additional steps) or indirectly (i.e., through
other countries and/or sectors). While it does not provide a detailed view of the global and domestic value
chains, where the EU retail sector is involved, it still the general positioning of retail in terms of the value
chains’ relations with other sectors and countries in terms of value added created by the retail sector itself.

3.4 Vertical specialisation
Vertical specialization measures how much value a specific industry imports to then subsequently export.
We use the measure of foreign value added embedded in exports to capture this dimension. Here, two
measures have been extracted using Wang, Wei, and Zhu (2013) decomposition:
• Total value added from the direct importer used in the production of gross exports of country of
interest (MVA)
• Total value added from other countries used in the production of gross exports of country (OVA)
Below, in Figure 17, we provide data on both measures for exports of final goods. It leads to several
conclusions. First, the data clearly shows that value added from the direct importer used in the production of
gross exports of country of interest (MVA) is lower that value added from other countries (OVA). Secondly,
foreign value added in exports is oriented mostly towards non-EU countries.
Figure 17 Foreign value added embedded in EU retail sector’s final goods’ exports
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Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Nonetheless, compared to domestic value added in final exported goods and services (see Figure 5), foreign
value added amounts are significantly lower. This indicates a stronger reliance of the EU retail sector on
domestic value added flows (from all within-country sectors) than a stronger backward integration into
international networks for producing exported outputs. However, the increase can be seen here, including in
the post-2008 period.
Similar situation can be seen with intermediate outputs’ exports (see Figure 18). Direct importers play a
smaller role and overall, non-EU destinations are more prominent. Compared to domestic value added
embedded in exported intermediate goods (see Figure 7), embedded foreign value added is lower, similar to
the trend in exports of final outputs. There is also an overall increase in the amounts of foreign value added
embedded in EU retail sector’s intermediate goods’ exports.
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Figure 18 Foreign value added embedded in EU retail sector’s intermediate goods’ exports
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Source: Treatment by Visionary Analytics, 2022 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

4 NEW EU MEMBER STATES
One of the potential areas, where variation within the EU may be prominent is the new Member States
joining the EU. Most of these countries had centralized economies tied to the Eastern bloc before 1990s and
had to reorientate themselves after the end of the Cold War. Therefore, joining the EU may have affected the
retail sector in those countries. However, upon the inspection of the data, it seems that those countries that
joined after 2000 (ten countries in 2004, two in 2007, and one in 2013), show no clear difference in retail
production trends between periods before and after joining the EU. This difference is seen neither for
incoming nor outcoming production volumes. There is a clear general increase for most countries during the
time frame covered by the data,2 but this increase is well within the frame of expectations when compared to
the overall trajectories for these countries before joining. The data are shown in Figure 19 and Figure 20.

2 With the exception of the crisis/post-crisis period, which is applicable to other EU Member States as well.
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Figure 19 Intermediate EU retail products going to country’s economy by country of destination (millions USD, current
prices)

Source: Treatment by Visionary Analytics, 2021 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

Figure 20 Products incoming to EU retail sector by country of origin (millions USD, current prices)

Source: Treatment by Visionary Analytics, 2021 based on data from Timmer, Dietzenbacher, Los, Stehrer, & de Vries, 2015

The overall level of both incoming and outgoing production volumes for the ten countries that joined the EU
in 2004 is not significantly different before and after joining, as seen in Figure 19 and Figure 20. The growth
rate of these indicators before and after 2004 is not clearly different either. For all of the countries that joined
the EU in 2004, except Malta, the growth rate (measured in terms of trade with the EU retail sector, as it
could be expected that joining the EU would mean closer ties with other MS) is actually lower after 2004
compared to before, between 2000 and 2004. The same also holds true for Bulgaria, Romania, and Croatia.
When adjusting for their joining dates, their growth rates for both incoming and outgoing trade with the EU
retail sector is lowered after joining. The differences are, however, low across the board. One can therefore
not conclude that joining the EU had specific effects on the levels of trade with the EU retail market either.
These growth rates being lower after joining may have come as a result of the stagnating growth rate overall
due to the 2008 financial crisis, which would skew the averages, or due to other factors that could impact the
retail market. Another possible factor is the link between the EU and countries preparing to join it prior to
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actual joining. The EU accession process takes a long time and that these countries become more involved
the longer it goes on. This would mean that the actual process of developing links with the EU market starts
much earlier, which would not show clearly in this dataset due to the covered timeframe. Another reason
might be that these countries were already closely interlinked with the EU even before joining, owing to for
example geographical proximity or historical ties and trade. These findings may also be the result of specific
properties of the retail sector, which may not be impacted by joining the EU to a noteworthy extent.

5 CONCLUSIONS
The retail sector is very downstream in the value chains, which is further confirmed by the analysis of the
international input-output data. Most of the volume exiting the retail sector is shown to ends up in final
consumption rather than as intermediate outputs then used in other countries and/or sectors of the economy.
The share of the EU retail sector’s production going to final consumption versus the share going to other
sectors has increased over the studied time period, and final consumption now makes up well over 60% of
the outgoing production volumes. The year of 2008 (which can be linked to the global financial crisis) had
implications for the growth of the retail market in the EU, where growth trends stopped at least temporarily,
but also plateaued, or even reverted to the early 2000s levels. However, the effect seems to have been
smaller on the final products than on the intermediate products.
Most of the production volume coming to the retail sector and added value going from the retail sector is
traded within the domestic markets of the countries themselves. Excluding the domestic trade shows that
there are multiple larger non-EU trade partners for the EU retail sector, such as the US, the UK, China,
Russia, Norway, and Switzerland. The same countries seem to be the main links in the value chains with
non-EU country involvement, when looked from the perspective of origins of value added in exports.
However, even though the retail sector does have international connections, most of the value chains that
the EU27 retail sector is involved in, are within the EU, with a large part of production focused on the
domestic markets.
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