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Abstract

We construct a novel world input-output table with regional detail for Belgium by integrat-
ing the Belgian MRIO tables with the World Input-Output Database (WIOD). The result-
ing dataset links sectoral activity in Brussels, Flanders, and Wallonia to international trade
flows with 43 countries. We document the methodology for harmonizing and balancing
the data, and use it to compute output, value added, and employment multipliers, Domar
weights, and measures of upstreamness. The results highlight stark regional differences in
global integration: Flanders is highly exposed to international production networks, while
Brussels and Wallonia rely more on domestic linkages. This dataset enables region-level
analysis of trade exposure and structural change within global value chains.
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1 Introduction

The sub-national component of economic activity is often scarcely considered when it comes
to analyzing the effects of exogenous shocks to the economy. One of the main reasons for this
lack of attention can be certainly attributed to the unavailability of data, due to the complexity
in tracing trade flows between regions, both within and outside national borders. However,
national economies are in fact largely disaggregated in reality, both in terms of sectors and
regions, and the distribution of economic activity is quite uneven. This, in turn, implies that
some regions and sectors will be more connected than others to other regions within and out-
side the national borders. Hence, specific shocks can propagate differently through the pro-
duction network and have different impacts on different regions within the same country. For
instance, a shock taking place in the US will hit differently Flanders than Wallonia in Belgium,
depending on the direct and indirect linkages that connect each region with the US. Similarly, a
shock taking place in Flanders will propagate differently through the international production
network than if the same shock was hitting Wallonia.

The need to use regional trade data has led researchers to provide new models and method-
ologies to retrieve these data from the national input output tables. These are usually known as
“non-survey” methods, and are of course easier and less expensive to implement than the more
accurate surveys. For example, Anagnostou and Gajewski (2021) construct an inter-regional
Input-Output table for Poland using country-level tables. Zheng et al. (2021) use a partial sur-
vey approach to create a multi-regional Input-Output table for 31 Chinese provinces spanning
several years. Koutaniemi and Louhela (2006) use a partial survey method to compile regional
tables for Finland both using national tables and freight data.

However, while there are not many studies aimed at constructing these tables for Euro-
pean countries, some countries are trying to fill this gap by making efforts to produce national
Input-Output tables with regional detail. For instance, in Italy, the regional public body for
economic planning IRPET has compiled the input-output tables for four macro-regions (at the
NUTSI level) using a combination of both survey and non-survey methods!. For Belgium,
the Federal Planning Bureau has collected regional trade data from its three regions (Brus-
sels, Flanders and Wallonia) and has combined this with individual firm-level data, obtaining
a full national Input-Output table describing the intra-regional and interregional trade flows
between the three Belgian regions for the year 2015 (Avonds et al. (2021)). However, when it
comes to international trade flows, data are unilateral and they are all aggregated into imports
or exports, without any information about shipping or target location, respectively.

This paper extends the Multi-Regional Input-Output (MRIO) table for Belgium developed
by Avonds et al. (2021) with international input-output linkages derived by the World Input-
Output Tables (WIOD), connecting Belgian sector-regions to the world economy. These data
allow to assess the position and relative importance of Belgian sector-regions in global value
chains and the world markets.

The starting point of our analytical framework is the Leontief inverse. This metric is central

to input-output analysis, and appears in quasi all linear production network metrics as a key
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building block to model direct and indirect exposure to supply and/or demand shocks.

This paper is the first to conduct this work for Belgium. Moreover, due to the high level
of sectoral disaggregation provided by the Belgian data (which contains 124 sectors), we can
match the sectors in our data exactly to the ones in the WIOD, allowing to keep a good level of
sectoral information with respect to other studies.

We use the resulting table to calculate regional output multipliers, decomposing them into
intra-regional, inter-regional and international components. We also present results in terms
of Domar weights, upstreamness and centrality of Belgian sector-region pairs, to evaluate their
position and relative importance both in national and in the world markets.

Similar work has been carried out by Dietzenbacher et al. (2012), who combine Brazilian
regional input-output tables with the WIOD to assess the position of Brazilian regions in the
global supply chains. Similarly, Los and Cherubini (2012) integrate sub-national input-output
tables for the four macro-regions of Italy with the WIOD. Krebs (2020) uses a dataset of trade
linkages between German counties and the WIOD to construct an interregional input-output
table for more than 400 German counties and several countries. Finally, the Joint Research
Centre of the European Commission has promoted two different projects aimed at creating
input-output tables with regional detail for the whole EU28. First, the EUREGIO dataset, de-
veloped by Thissen et al. (2018), which combines the WIOD with regional economic accounts
and interregional trade estimates data, constructing input-output tables covering years 2000 to
2010. Second, the RHOMOLO dataset constructed by Thissen (2020), which regionalizes trade
flows using the WIOD and regional freight data.

The paper is structured as follows. In Section 2 we describe the extraction of the data from
the raw files and the structure given to merge the two sets of data at a later stage. Section 5
presents the results of the input-output analysis.

2 Constructing a world input-output table for Belgian regions

We develop a harmonised world input-output table that integrates regional detail for Belgium
into a global cross-country framework. The resulting dataset combines information from the
Belgian Multi-Regional Input-Output (MRIO) tables with the World Input-Output Database
(WIOD), providing sector-location level data on trade flows, value added, and final demand
across 55 ISIC Rev.4 sectors and 47 geographies. Appendix A provides additional details on

the data construction.

2.1 Source tables and harmonization

The first dataset consists of Belgium’s MRIO tables for 2015, compiled by the Federal Plan-
ning Bureau in collaboration with the regional statistical agencies Statistiek Vlaanderen (Flan-
ders), IWEPS (Wallonia), and BISA (Brussels).> These tables report sector-region information
on intermediate goods and services flows, value added, imports, and final demand across 124
NACE Rev.2 (2008) industries at the NUTS1 level. All values are expressed in millions of euros
at current 2015 prices. To align these data with the WIOD, this data is harmonized in three

2MRIO documentation from the Federal Planning Bureau is available in Dutch and French.
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steps. First, transactions reported under a separate “extra-territorial” region (including for
example transactions by embassies or military missions) are proportionally reallocated to the
three main Belgian regions following Planbureau (2021). These adjustments affect less than
0.002% of total intermediate flows. Second, the eight final demand categories are grouped into
household consumption, government consumption, gross fixed capital formation, and changes
in inventories. The seven value-added components are aggregated into two categories: value
added and net taxes. These aggregations preserve total sector-region values. Finally, the 124
NACE industries are mapped to 55 ISIC Rev.4 sectors that are used in WIOD.

The second dataset is the World Input-Output Database (WIOD), developed by Timmer
et al. (2015) and maintained at the University of Groningen.®> The dataset reports inter-sectoral
transactions, value added, imports, and final demand for 43 countries and a Rest of the World
(RoW) aggregate, disaggregated into 56 industries at the two-digit ISIC Rev.4 level. All values
are expressed in millions of US dollars at current 2014 prices. To harmonize the WIOD with
the Belgian MRIO data, three adjustments are implemented. First, all monetary values are con-
verted from US dollars to euros using the average 2015 exchange rate, USD/EUR = 0.9013.%
Second, observations related to sector U (“Activities of extraterritorial organizations and bod-
ies”) are excluded, as this sector is not reported in the Belgian MRIO tables. Third, even after
adjusting for exchange rates, total Belgian output for 2014 recorded in the WIOD can differ
from the MRIO data in 2015. To reconcile the datasets, the WIOD entries for Belgium are ad-
justed using the RAS algorithm, a bi-proportional matrix balancing procedure introduced by
Stone (1962), and commonly used to update IO tables for intermittent years. This method
guarantees that the resulting matrix for Belgium is consistent with both the WIOD structure
and MRIO totals.

Finally, although the MRIO tables include total exports and imports by sector and region,
they do not identify destination or origin countries. Conversely, WIOD reports Belgium’s bilat-
eral trade by sector, but not its regional composition. To link both datasets, we proportionally
allocate each WIOD sector-country flow involving Belgium to the three Belgian regions based
on their share in national exports (or imports) in that sector. For example, Belgian exports
in the Manufacture of Basic Metals sector (ISIC C24) to the Motor Vehicles sector (ISIC C29)
in Germany are allocated to Flanders, Wallonia, and Brussels based on each region’s share
in Belgium’s total C24 exports, irrespective of destination. This ensures consistency between

regional MRIO constraints and WIOD's country-sector granularity.

2.2 Final dataset

The world input-output table with regional detail for Belgium is defined over 55 ISIC sectors
and 47 geographies: the 3 Belgian regions, 43 countries, and one Rest of the World aggregate.
Figure 1 illustrates the structure of the dataset. Sectors are indexed by i, j € N, and geographies
by r,s € S. Let B C S denote the set of Belgian regions, and F = S\ B the set of foreign

3The WIOD data is publicly available at https:/ /www.rug.nl/ggdc/valuechain/wiod /.
“Exchange rate obtained from the European Central Bank.
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countries. The intermediate transaction matrix Z consists of geographical sub-matrices Z",
where diagonal blocks represent local flows and off-diagonal blocks represent inter-regional
or international flows. The same structure applies to the vectors of final demand f and value

added v.
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Figure 1: Schematic representation of the WIOD structure with Belgian regional disaggrega-
tion.

These tables satisfy standard input-output accounting identities. The first identity states
that total gross output equals the sum of all intermediate sales and sales to final demand. For

any sector i located in a Belgian region r € B, gross output is:

x= Yz + LYt LY et LS

jEN seB\{r} jeN seF jeN seS
N—— N e N’

intra-regional inter-regional international

@
final demand

where the first term represents intra-regional intermediate sales within Belgian region r, the
second term captures inter-regional sales to other Belgian regions, the third term captures in-
ternational intermediate sales to foreign countries, and the fourth term aggregates all final
demand for output from (i, ), regardless of the destination.

The second identity states that total input expenditures of a sector-region pair equal the
sum of all intermediate inputs sourced from other sector-locations, plus the value added gen-
erated locally. For any sector j located in Belgian region s € B, total input expenditures are:

4= T4 + L T4+ X+ v @
ieN reB\{s} ieN reF ieN S~~~

intra-regional inputs inter-regional inputs international inputs

value added

Here, intermediate inputs may be sourced from the same region (intra-regional, z;), from

other Belgian regions (inter-regional, z; with r € B), or from abroad (international, z; with r €

F). Value added v; includes returns to labour and capital, as well as net taxes on production.



3 Descriptives

¢ For sure describe dimensions of the final dataset: 3 BE regions with Maybe show regional
variables (GDP per region, export values per region) + biggest sectors per region?

4 Analytical framework

This section presents the metrics used to extract structural properties of the Belgian regional
production network and its integration into global value chains. We focus on three key metrics:
output and value-added multipliers, Domar weights, and measures of upstreamness. These
metrics allow us to quantify the strength of input-output linkages within and across regions,
the relative influence of sectors in the economy, and the position of each sector-region pair
along the value chain. Formal derivations are provided in Appendix B.

4.1 Leontief multipliers

The starting point of our analytical framework is the Leontief inverse. Let x € R}* denote the
vector of gross output across all Belgian sector-regions, and let f € IRY* denote the correspond-

ing vector of final demand. Output satisfies the standard accounting identity:

x=71+f1, 3)

where Z, € RY®NR is the intermediate input matrix, and 1 is a vector of ones to sum over

all column entries in a row. Let the input coefficient matrix A = Z - diag(x) ' where entries
_ Zisjs
ais,js - Xjs

denote the share of inputs from supplier sector-region i, r to user sector-region j, s
in total sales of j,s. The canonical Leontief equation is then:

x = Ax+f. 4

In words, total sales of sector-region i, r is the weighted sum of sales of all other sector-regions,
with weights the respective technical coefficients, plus sales to final demand in all regions.
Next, solving for x yields:

x=(I-A)'f=Lf, )

where L = (I — A)™! is the Leontief inverse matrix. The element /, ; of L measures the total
direct and indirect output in sector-region i, r required to satisfy one unit of final demand in
sector-region j, s.

From this, the output multiplier y;, of sector-region i, is defined as the total output gener-

ated in the economy by a one-unit increase in final demand for output from i, r:

w,=Y i (6)
js

Since this multiplier is linear, it can be decomposed into intra-regional, inter-regional, and



international components:

N R N R
W= Y 00 Y Y o+ Y fr 7)
s=1

j=1 s#r j=1
N~

intra-regional inter-regional final demand

This decomposition allows to isolate the domestic propagation potential of demand shocks
from their international spillovers.

While the output multiplier captures the amplification of demand in gross output terms,
it does not account for differences in value-added intensity or employment content. These
dimensions are explored in the following subsection.

4.2 Domar weights and sector-region influence

4.3 Upstreamness

where (I — A) ' is often called the Leontief matrix, which we denote here ¥. This matrix is the
link between final demand and sectoral production. When final demand changes, it gives by
how much sectoral production will have to change to keep respecting the accounting identities.
Hence, this matrix became the central tool of final demand study. This equality can equally be
decomposed as an infinite sum of direct and indirect demand for the production of the sectors
in X for final demand F:

X=F+AF+ AAF+ ...

Taking a specific element of X, namely the sales of sector i in country c, we have that these sales

are directly and indirectly related to final demand for all sectors in all countries as follow:
= AL Lt

The elements of the Leontief matrix ¥ capture all these direct and indirect effects for a change
in final demand:

DR
d

Hence, we have that the total change in sales for all sectors in all countries given a change in

final demand in sector 7 in country c is given by:
LiAf; = 2 ): YA,

A similar exercise can be done when studying the change in sales in a specific sector and

country when final demand change in all countries and sectors:

Ax; = Z 2 Y Af]



Furthermore, we are able to find the impact of demand shocks on total jobs and value-added
by weighting the leontief multipliers using respectively the jobs and value-added per euro’s
worth of sectoral output. This allows a reweighting of the Leontief multipliers matrix in terms
of jobs and value-added.

Now, going back to our accounting identity , a second statistics emerge when we divide both
sides by GDP:

L, Zkfk ;Z ’dZ Zkfk

where ), Y, f¢ is world GDP, the sectoral sales divided by GDP % are called the Domar

d
weights A and where Ui Ty are the final demand shares in world GDP ¢ for sector j in country
d. The size of these Domar weights A are interpreted as the importance of a sector for final

demand and therefore for world GDP:
=) Yt}
4

The Domar weights are also used to measure the impact of a supply shock on real GDP (GDP
corrected for inflation). The computations are beyond the scope of this paper but the interested
reader can refer to [Hulten, 1978] for the derivations in an economy with perfect competition.
We have that, up to a first-order, the impact of the percent change in productivity in sector i in

country ¢ dIn f, leads to an increase in real GDP equal to A{d In {;:

dInRGDP =) Y AldIn{]
'

4.4 Upstreamness and bilateral upstreamness

Finally, starting from these basic statistics, recent research has developed new statistics to study
specifically the upstreamness/downstreamness of a sector with respect to final demand. A
sector that is relatively more upstream compared to others is closer to the raw materials used
at the beginning of the production and further away from final demand. The contrary applies
for downstreamness. This statistics is computed by taking the square of the Leontief matrix,
multiply it by the vector of final demand and divide it by sectoral sales:

U=Yf0oYf

where U is the vector of upstreamness by sector and @ is the element-wise division of matrices,
also called the Hadamard division. The interested reader can refer to [Antras and Chor, 2013]
and [Alfaro et al., 2019] for the computations.

A second statistics measure the relative upstreamness of a sector with respect to another sector.
It is given by taking the square of the Leontief matrix and multiply it by the technical coefficient



matrix:
B=YA0YA

where B is the bilateral upstreamness matrix, whose ij-th element B; is the relative upstream-

ness of sector i with respect to sector j. The interested reader can refer to [Alfaro et al.,2019].

5 Belgian regions in local and global value chains

We now proceed to apply the measures of input-output analysis for the interpretation of the
importance of Belgian regions and sectors in the economy-wide production process.

5.1 Leontief multipliers
51.1 Output multipliers

Figure 2 shows the decomposition of output multipliers for the three regions of Belgium and
all its sectors. The three regions show a vast heterogeneity, both in terms of top sectors and
magnitude of the different components. As an example, sector C19 (i.e. Manufacture of coke
and refined petroleum products) has the largest Leontief multiplier in Flanders, meaning that
any increase in final demand in that sector will generate around a 3.2 additional increase in fi-
nal world output. Digging more into the different components of this multiplier, we can notice
that its value is mostly due to the large international component. In other words, this means
that sector C19 in Flanders is the most integrated globally, importing goods that are either
coming from that same sector or from other ones®. As Figure 3 illustrates, the Netherlands
occupy the largest share in the international component of the Flemish output multiplier of
sector C19, weighting for 27% of the entire amount. Another 20% is made of imports coming
from the rest of the world.

The direct reason of this large international dependence is explained in Figure C.1, which
shows the total imports of sector C19 in Flanders from other countries. Aside from the mining
sector in the rest of the world (i.e. ROW_B), the second largest exporter to sector C19 in Flan-
ders is the Netherlands, which mainly exports service activities (mainly legal and accounting
activities through sector M69_M70) and inputs coming from the mining sector to be used in
production of coke and petroleum products. Besides, the Netherlands also export to sector
C19 in Flanders chemicals and construction materials (respectively, sectors C20 and F). On the
other hand, Leontief multipliers also take into account the indirect links, making the depen-
dence of sector C19 in Flanders on the Netherlands and on the rest of the world even larger.
As a result, any change in final demand coming from Flanders would cause dramatic changes
in total output in the Netherlands and worldwide through direct and indirect linkages.

As for the region of Brussels, sector A03 (i.e. Fishing and aquaculture) has the highest
output multiplier, most of it being composed by the intra-regional component. In contrast to

5Output multipliers are indeed derived from the demand-side Leontief inverse, and for this reason they are also
known as total backward linkages: the higher the multiplier, the more an industry is located downstream in the
production process.



sector C19 in Flanders, sector A03 in Brussels is mostly integrated domestically, importing a
large part of goods in that sector from other sectors in the same region. Besides, also the inter-
regional component is quite prominent compared to other sectors, showing that this industry
imports relatively more from other industries in Belgium rather than from foreign ones. In-
deed, panel (b) in Figure 3 shows that the international portion of the multiplier has a quite
hererogeneous composition in terms of supplying countries. Similarly, panel (b) in Figure C.1
shows that foreign imports to this sector are quite small compared to the top sectors in the
other regions.

Finally, sector H51 (i.e. Air transport) is the largest in Wallonia in terms of output multiplier.
As it could be expected, this sector is made up by a large international component which can
be explained by the presence of one of the largest freight transport airports in Europe in the
area of Liege. On the other hand, the sector is not very integrated within the country, having
a small inter-regional multiplier. Panel (c) in Figure 3 and Figure C.1 show that most of the
international component is made up by imports coming from the rest of the world, mostly
from the same H51 sector, from sector H52 (i.e. Support activities for transportation) or from
sector C19 for the fuel of the airplanes.

Overall, the degree of integration with international markets is quite heterogeneous across
Belgian regions: Flanders is clearly the region with the highest number of backward linkages in
the international value chains, having on average small values for the inter-regional multiplier
for all the sectors. On the other hand, Brussels presents the largest inter-regional multipli-
ers among the three regions, showing that a big part of its imports come from Flanders and
Wallonia, where the industries are located.

10
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Figure 2: Decomposition of output multipliers for the three regions.
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Figure 3: Contribution to the international component of the top output multiplier for the three
regions.

5.1.2 Value added multipliers

Figure Figure C.2 in Appendix illustrates the decomposition of value added multipliers for the
three Belgian regions. Flanders presents a higher multiplier for sector I (i.e. Accomodation
and food service activities): for every euro increase in final demand in this sector in Flanders,
aggregate value added increases by 1.2 points. In addition, this increase in mainly driven by
the intra-regional multiplier, implying that Flanders itself will mostly benefit from the rise in
value added. As for the other two regions, they both present a large multiplier for sector J61 (i.e.
Telecommunications). However, the international component is much larger in Brussels than
in Wallonia, the latter being less connected with the rest of the world through international
trade. Thus, any increase in final demand by 1 euro in that sector in Wallonia will mostly
generate an increase in value added in Wallonia itself. On the other hand, the same increase
taking place in Brussels will generate a larger increase in value added in the other countries in
the world.

The results are in line with what we found for the output multipliers: any increase in final
demand in Flanders will generate small rises in value added in Belgium, while increasing
value added mostly in the other countries. On the other hand, increases in final demand in
Brussels and Wallonia will generate rises in value added also to the other Belgian regions,

having stronger inter-regional links.

5.1.3 Employment multipliers

Figure C.3 shows the results in terms of employment multipliers. Sector T (i.e. Activities of
households as employers) presents the largest multipliers in all the regions: an increase of 1
euro in final demand in that sector generates, on average, 80 new jobs in each region. It is
important to note that the increase takes place only within the region as this sector does not
trade with other sectors or regions.

Sector I is the one that generates most jobs worldwide following an increase in final de-
mand in Flanders. However, the manufacturing sectors C13-C15 (i.e. Manufacture of textiles,
wearing apparel and leather products) and C10-C12 (i.e. Manufacture of food products, bever-

12



ages and tobacco) are much more connected internationally, generating most of the new jobs
abroad.

Sector C13-C15 presents a high multiplier also in Brussels, but contrarily to Flanders, this
is composed for around a half by the intra and inter-regional components, and by the inter-
national one by the other half. Besides, the sector with the highest employment multiplier in
Brussels (after sector T) is sector A03, in line with the results of output multipliers. This mul-
tiplier, on the contrary, is mainly composed by the intra-regional component, thus generating
most jobs within the Brussels region.

Finally, an increase in final demand in Wallonia would generate most jobs in the Water
transport sector (sector code H50). In particular, most of them would be created in Wallonia
itself, due to the large value of the intra-regional multiplier.

Overall, it is worth noticing again that increases in final demand in Brussels and Wallonia
would generate more jobs within Belgium than any increase in final demand in Flanders in

any sector, due to the larger inter-regional multipliers.

5.2 Sales’ decomposition

To get a grasp on what sectors dominate in each region and how these sectors are linked to
domestic and international markets, we can examine the decomposition of their sales. Figure 4

presents the results.

13
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Figure 4: Sales” decomposition for the three regions.
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5.3 Domar weights and upstreamness

As a second exercise, we study jointly how the world economy would react to sectoral sup-
ply and demand shocks as a function of upstreamness. As can be observed in Figure 5 for
the sectors in Flanders, the output Leontief multipliers seem to be correlated with sectoral up-
streamness. Hence, this would mean that a demand shock to a more upstream sector would
increase more world total output than a shock to a more downstream sector. According to our
upstreamness measures, the chemicals sector and the sector of basic metals manufacturing are
the two most upstream. This means that when final demand is produced, the goods from these
sectors are the furthest away from final demand in the value chain.

Second, sectoral importance6

seems to be uncorrelated with sectoral upstreamness. As a con-
sequence, sectoral importance seems also uncorrelated with upstreamness. We find large sec-
tors in all the corners of the picture, indicating therefore that supply and demand shocks in
the same sector might be orthogonal in their impact to output. However, it is important to
note that Domar weights should give the impact on real value-added while output multipliers
should give the impact on gross output. Hence, to compare both supply and demand shocks
impact on value-added, we replace output Leontief multipliers by value-added Leontief mul-
tipliers in Figure 6.

Finally, we observe that manufacture and agriculture/mining industries tend to be more up-
stream and therefore to have higher output Leontief multipliers than service sectors. On the
other hand, service sectors tend to have a greater sectoral importance which is due to their
larger share in value-added and the evolution of advanced economies in past decades going
toward more service-oriented products. The way we divided these sectors is also available in

the appendix of the present work.

%We use total sectoral output rather than Domar weights but this does not weight any consequence on the
relative importance between sectors as Domar weights are simply a re-weighting of sectoral output
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Figure 5: Sectoral importance along several dimensions

A: Manufacture of food products, beverages and tobacco products; B: Manufacture of chemicals and chemical
products; C: Real estate activities; D: Legal and accounting activities; activities of head offices; management con-
sultancy activities; E: Electricity,gas,steam and air conditioning supply; F: Construction; G: Crop and animal pro-
duction, hunting and related service activities; H: Manufacture of basic metals
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A: Manufacture of food products, beverages and tobacco products; B: Manufacture of chemicals and chemical
products; C: Real estate activities; D: Legal and accounting activities; activities of head offices; management con-
sultancy activities; E: Electricity,gas,steam and air conditioning supply; F: Construction; G: Crop and animal pro-
duction, hunting and related service activities; H: Manufacture of basic metals
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5.4 Bilateral upstreamness

In this last section, we study the upstreamness of chosen supplying sector over using sec-
tors. As developed in the theoretical section, this bilateral upstreamness is the corresponding
measure of upstreamness between two sectors. When there is a large bilateral upstreamness
between a supplying and a using sector, this means that the supplying sector tend to be further
away from the using sector in the supply chain. When this bilateral upstreamness is small, this
means that the supplying and using sectors tend to be closer in the supply chain.

To illustrate this statistic with our dataset, we choose to look at the bilateral upstreamness for
sectors in the Flanders region of Belgium and in Germany on Figure 8 (we also provide the
same graph for bilateral upstreamness between Flanders and the Netherlands in Figure C.4).
The matrices on the diagonal give the bilateral upstreamness for sectors in the same region/country
while the matrices off-diagonal give the bilateral upstreamness between sectors that are not in
the same region/country.

A first take-away from these graphs is that sectors that are not in the same region/country
tend to be more bilaterally upstream that sectors which are in the same region/country. This
means that even though some sectors in other countries might be more competitive to produce
a specific good, sectors tend to still be further away in the supply chain if they are further ge-
ographically. Nevertheless, as can be observed of the graph, it is not a general rule and some
supplying sectors in Germany can be closer in the supply chains to Flanders’ sectors than their
Flanders’ counterpart.

supplying sectors (i)

Figure 7: Bilateral upstreamness between sectors in Flanders and Germany

BEL-200 preceding the sector number means that is that sector in the Flanders region of Belgium while the DEU
prefix means the sectors in Germany.

To better observe these outstanding sectors, we take the difference of the bilateral up-
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streamness that supply to the same sector but that are in different regions. Taking the differ-
ence between the sector that supplies from the same region as the using sector and the sector
from the other region, we know that a negative value means that the sector supplying from the
same country as the using sector is closer in the supply chain of this using sector than the other
sector. This is what we would expect. Now, when the value is positive, it means that a sector
supplying from another region/country is closer in the supply chain than the same sector that
is in the same region/country than the using sector.

DIFF-A01

DIFF-A02

DIFF-A03
DIFF-8
DIFF-C10-C12
DIFF-C13-C15
DIFF-C16
DIFF-C17
DIFF-C18
DIFF-C19

DIFF-G20
DIFF-C21
DIFF-C22

DIFF-E
DIFF-E37-E39 |

Bilateral upstreamness difference

using sectors (j)

Figure 8: Bilateral upstreamness difference between sectors supplying in Flanders

On the graph above, the values from green to dark blue mean that the sector supplying
from the same region (Flanders) is closer in supply chain to the using sector. We see that most
sector combinations follow that patter for the bilateral relationship between Flanders and Ger-
man sectors. On the other hand, values that go from yellow to dark red are for supplying
sectors from another country (here Germany) that are closer in the supply chain from the us-
ing sector than the same sector in Flanders. As can be observed, there is only few of them and
most values are between -2 and 0.

Most of the outliers to that rule supply to the same sectors in Flanders. The sectors C21 "Man-
ufacture of basic pharmaceutical products and pharmaceutical preparations”, G45 “Wholesale
and retail trade and repair of motor vehicles and motorcycles”, H53 “Postal and courier activ-
ities” and M72 ”Scientific research and development”. This means that one or several sectors
in Germany are closer than their Flanders’ counterpart to these sectors in the supply chain,

indicating a competitive production of these sectors in Germany.
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Appendix

A Data sources and construction

In this appendix, we provide additional details on the MRIO and WIOD data, and on the
construction of the final dataset.

A.1 Redistribution of region 400

First, we redistribute all entries of the extra-regional territories (NUTS 400) to the three Belgian
regions Brussels (100), Flanders (200), and Wallonia (300). We implement the same propor-

tionality procedure as in Planbureau (2021). In particular, the value of shipments from sector

400,r

i in region 400 to sector j in region r € {100,200,300}, z;; ", is redistributed across the other

A
. . . . o H e
three regions with weights given by w; = o000, 2] There are no intra-regional flows for
region 400. A similar redistribution is performed for the value of total expenditures of sector j

: : 3 ST Z?fr
, with weights given by v] = A

5,400
ij
Adjusted sales flows from sector i in region s to sector j in region r are then:

in region 400 supplied by sector i in region s, z

SSr __ ST st ~,400,r St ~,5,400

Zij - Zij + wij Zij + 1/ij Zi/’ (8)
| N—
supply (400) use (400)

The same methodology is applied to final demand entries fl;’ (where j = {C,1,G,E}), imports
m, and value added entries vj. A graphical explanation is provided in Figure A.1. The blue
areas represent the entries that are to be distributed across the other regions and the grey
areas are the entries of the sub-matrix which represent transactions within the extra-regional
territories (400), always equal to zero.

100 200 300 400 100 200 300 400

100 le Zl2 Zl3 Zl4 fl f2 f3 f4

200 | Z2 - : f2

300 | Z3! . . f

400 | Z¥* ... ... @ | £# ... ... O
Imports | m' m? m® m* | m" m®

N
[

Value added v

Figure A.1: Redistribution of region 400 to the main regions.

A.2 Final demand and value added aggregates

Next, we aggregate final demand and value added categories in the MRIO and the WIOD
where needed to obtain harmonized categories in the final dataset. The mapping is provided
in Table A.1. In the MRIO, Consumption (C) contains “Consumption by households” (UN SNA
code P31.514) and "“Consumption by non-profit institutions serving households (NPISH)” (P31.515).
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Government expenditures (G) contain “Individual consumption of the government” (P31.513) and
"Collective consumption of the government” (P32.513). Investment (I) contains “gross fixed capi-
tal formation” (P51) and ”“Changes in inventories and valuables” (P52.P53). Finally, Exports (X)
contain “Exports in goods” (P61) and “Exports in services” (P62). Similarly, Value Added (VA)
contains “Compensation of employees” (D1), “Use of fixed assets” (P51C), and ”Net exploitation sur-
plus and net mixed income” (B2N+B3N). Net Taxes (NT) contains “Iaxes on value added” (D211),
“Other taxes on products (excluding value added)” (D21), ”"Other taxes on production” (D29), ”Sub-
sidies on products” (D31), and "Other subsidies on products” (D39). Similar categories exist in
the WIOD. Exports and imports are not reported separately as the WIOD contains all interna-
tional trade flows within the interconnected national IO tables. We drop the categories related
to purchases made by residents and non-residents and trade margins. Finally, we harmonize
the MRIO and WIOD categories for final demand and value added for the final dataset.

Category MRIO WIOD Final dataset
k] Final consumption of households Final consumption of households . .
s C : - - - - - - — Final consumption of households
£ Final consumption of non-profit organiza- | Final consumption of non-profit organizations
3 tions serving households (NPISH) serving households (NPISH)
g G IndlwdAuaI consump'Flon of government Final consumption of government Final consumption of government
) Collective consumption of government
I Gross fixed capital formation Gross fixed capital formation Gross fixed capital formation
Changes in inventories and valuables Changes in inventories and valuables Changes in inventories and valuables
Exports of goods - -
X -
Exports of services - -
Net operating surplus and net mixed income A
VA - Value added at basic prices Value Added
Compensation of employees
Taxes on value added
Other taxes on products
o i %
2 NT (excluding value added) Taxes less subsidies on products Net Taxes
e Other taxes on production
s Subsidies on products
=1 Other subsidies on products
s M Imports of goods - -
Imports of services - -
- Direct purchases abroad by residents
- Purchases on domestic territory by non-residents
- International transport margins

Table A.1: Harmonization of final demand and value added categories.

A.3 List of countries in WIOD

Table A.2 provides an overview of the 43 countries contained in the WIOD Tables. There is
also a Rest of the World (RoW) aggregate that contains major flows for other countries in the
world.

A.4 Sector correspondences

We convert the NACE codes in the MRIO to the ISIC sector codes in WIOT using the NACE
Rev 2 and ISIC Rev 4 correspondences provided by Eurostat. In particular, the MRIO tables are
constructed by the Federal Planbureau at a custom granularity of 143 sectors. After accounting
for confidentiality concerns, the final MRIO tables are reported for 124 NACE sectors. These
can be linked to the ISIC sectors using the correspondences reported in Table A.3.
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Country ISO Code | Country ISO Code
Austria AUT Lithuania LTU
Belgium BEL Luxembourg LUX
Bulgaria BGR Malta MLT
Croatia HRV Netherlands NLD
Cyprus cyp Poland POL
Czech Republic CZE Portugal PRT
Denmark DNK Romania ROU
Estonia EST Slovakia SVK
Finland FIN Slovenia SVN
France FRA Spain ESP
Germany DEU Sweden SWE
Greece GRC United Kingdom GBR
Hungary HUN Australia AUS
Ireland IRL Brazil BRA
Italy ITA Canada CAN
Latvia LVA China CHN
India IND Mexico MEX
Indonesia IDN Norway NOR
Japan JPN Russia RUS
South Korea KOR Switzerland CHE
Taiwan TWN Turkey TUR
United States USA

Table A.2: List of countries and ISO codes in WIOD.

25



193se[d pue awy Juswad JO aIndeNURIA €T

syonpoird onurersd pue urefadrod 1Yo Sezace snpoid raeie
s1onpoid [eraurw dI[[e}aW-UoU JDYJ0 JO dINIILJNUECIAL forée) pue w)serd pue juswad ‘sterrajewr Surpmq Aep ‘syonpoid L1ooe1gar Jo arnjoejnuey pue ureatod 100 pue sjeszews Suppng Aep ‘snpoid A1opeiRI O SIPEULI asz
syonpoid sse[3 pue sse[3 jo armyoenuey VET spnpoid sse[3 pue sse[3 jo arnjdeynuei Ve
syonpoud onserd jo armoeynuey qazce syonpoud onserd jo amgoenuey qaze

syonpoud oyserd pue 1pqqni jo amjdeynueA w0
spnpoid 1aqqni jo arnyoeynueiy 4 syonpoid 1aqqni Jo amnjoeynuey VT
suonjexedaid [eon

-naoceurreyd pue spnpoid [eonnadeurreyd diseq jo amjdenuey e suoneredard reonnaoeurreyd pue sponpoird reonnadeurreyd orseq jo armjoeynueA vie suonesedaid ennodeutreyd pue spnpord reonasewrteyd dtseq o amioemUEY vie
S2IqI SPLWI-ULU JO JINJORJNURIA! 902 S2IqIy SPRW-UBUI JO JINJILJNURIA] 902

suoneredaid jay103 pue suoneredaid jay03 pue
saumyrad ‘suoneredard Surysijod pue Suruespd ‘sjualejep pue deos jo amjdeynueA doe sawmyrad ‘suonjeredard Surysijod pue Suruesp ‘sjusdialep pue deos jo amyoeynuey doe
sopsewr pue syur Sunurid ‘s8uryeod refurs pue saysrurea ‘syuted Jo arnjoejnueA aoe sonsewr pue syur Sunurid ‘s8uryeod refrurs pue saysiurea ‘syuted Jo arnjoejnue o2
s3onpoid [ed1wayd pue S[edTwaYd JO IR NURIA 02D s1npoid [EoNTaLD T JO SIPENUEY 107
sPnpoid ey 12UHO pue $propsad jo ampdenuely 402502 syonpoid [esrwayoige 1ayo pue sapnsad Jo amjoeynue 20T
S[eDTWAL dIseq dIUeSIoUr 930 JO INJORJNURIA] 40z

S[edTUIaYD dIseq druedIour 3o pue ‘surioy Arewrtrd ur eqqni dnayuAs

pue sonserd ‘spunodwod uIZonu pue SI9SITIAJ ‘S[EdTWA JISkq JO JIN}dRJNUEBIA 40evoe sutioj reurtid ut 1aqqni dnaty
-ufs pue soyserd ‘spunodwod UISoNIU pue SISSI[I}I] ‘S[EIIWAYD dISeq JO INJIRJNURIA] (114
spnpoid wmajoszad pauyar pue 9501 Jo armoeynueA 61D syonpoid wnajonad paugar pue 9501 Jo arnjoejnue V6l syonpoid wmajonad paugar pue 9501 Jo arnjoeynue V6l
eIpaW papiodai Jo uononpoidar pue Sunuri g 81D BIpaw papiodar Jo uordnpoidar pue Sunurr g V8L BIpaW pap1odal Jo uondnpoidar pue Sunurr g V81
syonpoid 1aded pue 1aded jo amidemnuey 21D syonpoid raded pue 1aded jo amyemnuepn VI spnpoid 1aded pue 1oded jo amyoeynuepy VLI

srerayewr Sunre[d pue mexs Jo SA[OTIE JO SIMIOLJNULUI DINJIUINy s[etayewr unrerd pue mens jo sapnIe jo I} srerayewr unrerd pue mens jo sapHIe Jo 2N}
1daoxa 1100 pue poom Jo sponpoid Jo pue poom Jo aInjoejnuey 91D -oegnuewr ‘amyuimy 3daoxa 10> pue poom Jo spnpoid Jo pue poom Jo aInjoejnueA V9L -oeynuewr ‘amyruimy 3dsoxs 10> pue poom Jo spnpoid Jo pue poom Jo aInjoeynueA V91
sponpoid paje[ar pue Iayjea] Jo aInjdeINURA VST syonpoid paje[ar pue 1ayjea] Jo arnjoeJnUR V<1
eredde Surream jo arnjoeynuey VT eredde Surream jo arnjoeynuey VHL
syonpoid 1ayyesy pue [predde Surream ‘sa[nxa} Jo INPPRINULIA GTD-ETD SoTTIxe} 79730 J0 STEITEI P STTI01 U0 JO STPENTEI pren
SI[1IXd} JO dINIORJNURI VeI S3[1X} JO dINJORJNURIA] Vel
SI9}eM PI[HOQ IOYJ0 PUE SIS}EM [RISUTW JO UOTINPOI] qart SI9}eM PI[HOQ IOYJO0 PUE SI}eM [EISUTW JO UOHINPOL] qart
syonpoid 0ddeqo) Jo arnjoeynuey vl
syonpoid 0ddeqo) pue (s1oyem [ersurur 10y 3deoxa) saderaaaq jo ampeynuey  YZIVIL SIoTom (eI 107 1d90% ‘5919494 JO SINPEITIY Vi
spaay ewtue paredard jo amjoejnuey for spady [ewitue paredaid jo amjoeynuey {01
*>°9°u spnpoxd pooy 130 Jo dnjoeJnUR 101 *>°9°u spnpoid pooy 1Y30 Jo dInjoeJNURI 101
A13U01109JU0d 1E3NS PUE 3)L[0J0YD “TESNS JO dINJORJNUBIA HOL K13u01109JU0d e8NS PUE 9)L[OJ0LD “TESNS JO dINJORJNURIA] HOL
snpord 0eqo) pue saSerasaq ‘spnpoid pooy Jo AMPEUENZLI-01 syonpoud yoreys pue saydress ‘sponpoud [ urerd jo arnjoeynueiy 401 syonpoud ypreys pue saypress ‘spnpoid [ urerd jo arnjdeynueiy 401
syonpoid Airep jo arnjoejnuejy 40T syonpoid Airep jo axnjoejnuel 01T
S}ej pue S[I0 [eWUe pue 9[qe}adaa Jo aInjoejnueiA aot Sjey pue S[I0 [eWUe pue 9[qe1dadan Jo aInjoejnueA aot
syonpord snoadeurre; syonpoid snoadeutrey pue A1oxeq Jo aInjdeyNUeA 901
pue £1oxeq jo Sunmyoeynuew ‘sajqejoSaa pue ymuy jo Suraresard pue Sursseor ] 20101 sarqe3adan pue jmuy jo Suraresard pue Surssado1 ] D01
SOSN{[OW pue SULDLISILD ‘Ys Jo Jurarasard pue Surssador ] qaot SOSNJ[OW pue SULDLISILID ‘Ysyy Jo uraresard pue Surssador a0t
syonpoid yeaur Jo uononpord pue jeaur jo Juraresard pue Surssado1 ] VoI syonpoid jeaur jo uononpord pue jeaur jo Suraresard pue Surssado1 ] VoI
sanIATOR 9014198 J10ddns Sururyg V60
sanranoe 2d1A19s 310ddns Sururur pue Surlrrenb pue Suninu YO V60VS0 Surkrenb pus Bumg PHO ve0
Surzrenb pue Surury q $910 [ejaw Jo Surur ) $910 [ejau Jo Sururn )
sed [erjeu pue wnajosad apnud Jo uonoenXy V90 se [ermjeu pue wnajoxad apnid Jo uondenxXy V90
U3y pue [eod Jo Surury VS0 a)us]| pue [e0d Jo SUIN V0
amynoenbe pue Sunysty OV amynoenbe pue Surysty vE0 amynoenbe pue Surysty V€0
Sur88o1 pue Ansarog 0V Surd8or pue Ansarog V20 Sur88oy pue £nsaiog V20

son

-IATJOR 901AISS paje[ar pue Sununy ‘uononpoird rewrnue pue dory 0V SANIANOE JDIAISS paje[ar pue Sununy ‘uononpoid rewrue pue dory V10 SaIIAIOR DIAISS pajefa1 pue Sununy ‘uononpoid [ewrnre pue dor)y V10
awreu 103995 DISI  DISI awreu 103098 FZIADVN  FZIHDOVN aureu 10309s FTADVN HOVN

26



Sa[2Ad10}0W pUE SIIYDA I0j0ur JO 3dAdXd ‘Dpe} [LSI[OYM 95D

syonpoid pajepar pue spany snoased

synpoid pajefar pue sfong snoased

pue pmbr “prjos pue sapAdiojowr pue sapIyaA 1ojour jo 3dadxd ‘Oper) I[esA[OYM voy pue pmbr “prjos pue sapAdIojow pue sapIyeA Iojour jo 3dadxd ‘Oper) I[EsATOYM vor
Sa04d10}
-ow pue S3IYIA I0jou jo Iredar pue ape [1eja1 pue S[esa[OyA PO S3[2AD10J0UI PUE SIITYIA I0j0wW Jo Iredar pue sper) [1ejdl pue S[esaOyAL Vb S3[2A210j0UI pUE SI[ITYIA I0j0W JO Iredar pue sper) [1eja1 pue S[esaOyA VSE
SANTATIOR UOHONIISU0D pasiferdads 1oyi0 asy SANTAT}OB UOTPNIISU0D pasiferdads 1oyi0 asy
Burystuy pue uona[dwod Surpymg o4 Sumystuy pue uonaidwod 3uiping gk
SANIATIOE UOTE[[LISUT UOTIONISU0d 1930 pue Surquunyd ‘[edtnddrg qacy SONTAT}OB UOTR[[RISUT UOTONISU0d 1930 pue Surquunid ‘[edtoarg qacy
UORINASUOS d uonjeredaxd ay1s pue uonoUd vEp uoneredard ay1s pue uonoudq veR
Sureaurdua [1a1) Vb Sureaurdua [1a1) Vb
s3urp[ing jo uondINISUO) V1F s3urp[ing Jo uopdINISU0D) ViF
R — SIDIAIDS JUSWIDZLURU 9)SeM IO PUE SITIATIOR UORIPIIDY V6e SIOIAIDS JUSWIDZRURU 9)SEM IDU}JO PUR SIIIATIOR UOLRIPIWDY V6E
3}SeM IS0 PUk SIHIATOR UOHRIPIIAI ‘AIDA0D S[RLIBIRW gery /ey 41040001 S[eLIRRIN 986 41040001 S[eLIREIN 48€
‘somARPE [es0dSIp PUE JUSWERT] UOHII[0D J1SeM SBEIMIG [esodsip pue juatujear) “UoNd3[[0d S v8e TesodsIp pue jusuIea) “UodI[[0d dISLAY V8E
a8eramag V. o8eromag Vi€
A1ddns pue juowean ‘UOTIOAY0d I9FEA 9¢q Addns pue jusuryear) “UonO[[0d TYEA| \ED) Addns pue jusurjear) “UoA[0d 123 v9¢
sureur y3noy sppny snoased jo uonnqrysip ‘sed jo arnjoeynuey dse
A1ddns Suruonrpuos te pue we)s ‘sed ‘Ajrndarg sea sed jo amyoeynuewr ‘A[ddns Suruonipuod e pue wred)s ‘voneuad Pmod drrdarg asevee A1ddns
SuruonIpuod ITk puk WEd)s ‘UOHNALYSIP pue uoIssrusuer) ‘uonerausd wmod o1oa[g Ve
juawrdmba pue Arounyoew jo uonereisur pue areday €D Juswrdmbs pue Areunpew jo uonerreisur pue areday vee juawrdmba pue Lreunyew jo uonereisur pue aredoy vee
sarpddns eorpaur ‘s£0y pue sowreS ‘spood s310ds ‘SJUSWNISUT [EISNW JO JINJORJNURA dee sarpddns [eorpaur ‘s£0y pue soureS ‘spooS s310ds ‘SJUSWMNIISUT [EDISNU JO JINJORJNURIA ace
Surmjoeynuew BYIO DINYIUING JO INPRINUR Z€D-TED
sopnIe pajear pue audnoliq ‘Adomal Jo armjdeynuey Ve sapnIe pajear pue audnoliq ‘Amemal Jo amjdeynuey Ve
QINJTUIN JO JINIIRJNURIA] Vig SINJIUIN JO SINJORJNUCIA ViE
Krounyoew pajefar pue jyeidadeds pue e Jo ampdejnueA 00€ Arounyoew pajefar pue jyesdadeds pue e Jo anjoejnuey D0€
juawrdmba j1odsuen; pue sapryaa SunySy Arejriur jo arnjoejnue aog
juawrdmba j1odsuen a0 jo amjoeynuey 0£D juswdmba
j1odsuen pue saAOW00] Aem[TeI JO drnjdejnuew ‘syeoq pue sdrys jo Surprng A0edoEv0e 2P0 Buflor pue soAowo30] Aemted Jo dumpEjnuely 40€
seoq pue sdiys jo Surpying V0g
SI9IRI}-TWSS PUE SID[TEI} ‘SIOIYDA I0JOUT JO JINIIRFNUCIA 62D SI[IIYAA I0JOUI I0J SALI0SSADOE pue spred ‘SIOIYIA I0JOU JO INPRJNURIN  G6TV 6T SI[OIYAA I0JOW JOJ SALIOSSAdDE pue s)red I9Y10 pue SI[Te1) ‘SaTpoq JO SINjdeNURIA i
SI[ITYIA JOJOUI JO AINJORJNURIA V6C
Azoump
->9'u juswrdmba pue Aunyoew jo amoeynue 82D Arouryoew jo ampenuelN  8TVST -ewr asodind-fewads 1o pue Arpuryoew Ansa10j pue [ernjmorSe Jo aInjoejnueA g8e
Krduryoew ssodimd-[erousd jo amjdeynuejy V8T
juawdinba [esrndare 1ayjo pue sedueridde onsawop jo armjoeynuey qasc juawdmba [edrndare 1ayjo pue sedueridde snsawop jo arnjoeynue q/z
juawrdmba [eornds[e Jo amydenuUEA Yree) Juawrdmbe SunyySiy o1130a[0 ‘sed1Adp Surmm juawrdmba SunyS1y o1130a70 ‘sad1Adp Surim
pue SULILM ‘SIOJR[NUNDDE PUR SILId)E] ‘SI0JRIdUdS ‘SIOJOW JLIII[D JO dINJIRJNURA! N4 pue SULILM ‘SIOJR[NUNDDE PUe SILI)E] ‘SIOJRIdUdS ‘SIOJOUI JLII[3 JO dINJIRJNURIA] \7rd
erpaw [ewndo erpaw ewndo
pue opausew pue juswdmba [eondo “uawidimba [esrpawondale ‘S0 pue saypPlem 09z pue opauSew pue juswdmba [eondo “uawdimba [esrpawondale ‘SO pue sayprem 092
‘wonediaeu pue Junsay ‘Surmseaw 105 saduerdde pue sjusWNISUT JO dINIORINURIA wuonediaeu pue Sunssy ‘Suumseawr 10§ saduerdde pue syuswMISUT JO dINORFNULA
spnpoid [eondo pue druondspe “endwod jo amjdenuey 920 SOIU01}II[d TdWNSU0d pue juswdmba uonesrunuIwod jo arnjoeynUeA a9z SOIU01}I3[d IdWNSU0d pue juswdmba uonesTUNUIOD JO d1NjoRINURA a9z
Jusw Juw
-dmba rereydirad pue szemdwod ‘spreoq pue sjusuodurod dIIOIOID JO AIMNORFNULIA V9t -dmba [eraydurad pue sromduwod ‘spreoq pue spusuodwod d1U0NI[P JO dINoeyNUEA V9T
spn spn
-poxd ejowr pajedtiqey Y30 pue drempirey [eUdd pue sj00} ‘AIB[IND JO dINjoejNUeA ol -poxd ejowr pajedtiqey 19yj0 pue drempiey [euad pue sjo0} ‘AIB[IND JO dINjoejnUeA osT
juawdinba pue Lrsunyew 3deoxs ‘spnpoird [ejow pajedtiqe; Jo aIdeNURIA fers) Bururyoew ‘sjejour Jo Sureod pue jusuI}edI], dase ururyoew ‘speour jo Sureod pue juaunedl], dsz
arempiey [erousd pue arempiey [erouad pue
Arapnd pue juswdmbe ‘Arouryoewr 1deoxs ‘syonpord [ejowr pajestiqey Jo aInjdeynUeA VSt Arapmd pue juswrdmba ‘Arsunewr jdeoxe ‘syonpoid [ejowr pajestiqey Jo amyoeynue Vst
s[ejour Jo Sunsed ‘S[ejat SNOLIDJ-UoU s[ejou Jo Sunsed ‘S[ela SNOLIDJ-UoU
S[eJoW dIseq JO dINJORINURIA [7®) 1930 pue snomaid drseq ‘[9a3s jo Surssadoxd 3s11y Jo spnpord 1ylo Jo aInjoenUERA ave 1930 pue snomard drseq ‘[9a3s jo Surssadoxd 3s11y Jo spnpord 1ylo Jo aInjoeynUR qavec
19335 Jo safgoxd mofoy ‘sadid ‘saqny “[99)s pue UOIT d1Seq JO SINIIRFNURIA \474 19315 Jo saqgoxd mofjoy ‘sadrd “saqny ‘[993s pue UoIT dIseq JO SINJoRJNUR ViC
*2'9°u sppNnpoiId [eIduT dIf[eIdW-UoU pue s3NpoId dAISEIqe JO INJORJNURIA] DUO0)S JO ase *2'9°Ur s)oNpoid [eISuUIUT dI[[e}PW-UOU pue s)NpPoId dAISEIGR JO JINJORJNURIA] DUO0)S JO ase

Surystuy pue Surdeys ‘Sumny ‘9jserd pue JUsILd “91210U0D JO SIITIE JO INJIRJNURIA!

Sunystuy pue urdeys ‘Surnny “1ase[d pue JUSWAD 932IU0D JO SIPIIE JO SINIIRFNUBIA

27



SONIATOR IOM [0S PUR |}[eay Uewniy

san1AToR [eyIdso V98 sopranoe reydsoy  v9g
uoneonpy  G8d uoreonpy Vs uoneonpy  ves
sanIAne AJ1modas [epos Arosmduro)) 78 sanIAnoe AJ1mdaes [enos Arosnduro)) OF8
£yumdas [eros Lrosindwod ‘eousyep pue uorensIUIpe [N 80 ssuSpp puv UOREISIIUPE AN GFEVES asudjaq qas8
uopensluIwpe Mqnd V8
sanrande jroddns ssaursng 1aypo pue 310ddns 901j0 ‘@AnEnSIUTUIPE dYJO VI8 sanrande jroddns ssaursng 1ay3o pue 3r0ddns 9o1j0 ‘@A EnSIUTUIPE OYJO V8
sonAnoe Sunres)d d18 ) q18
sanrande adesspuey pue saniande joddns sanioey paurquio) VI8 santande adesspuel pue saniande poddns sanioey paurquio) VI8
sanIAnde uone3NsaAUr pue AJLINdag V08 SaTAIOE UONESNSIAUT pue A11LNdag V08
senanoe 2o1A19s J10ddns pue sanexsUIIPY N SSNTATIOR PA)JE[AI PUR ADTAISS UOTIRAIISAI IBYJ0 pue 1ojerado 1oy Aouale [paer] Vo SSNTATIOR PIJL[AI PUR DTAISS UOTIRAIISAI JBYJ0 pue Jojerado 1oy Aousle [paer] Vo
sananoe juswiorduy V8L sanranoe juswiorduy V8L
syyrom payySri4doo 3deoxs “sponpoid zerruns pue Ajradord renyoorey DL syrom payySrrddod 3deoxe ‘syonpoid reqruurs pue Ayxadord renyosrrey /L
-ur jo Sursea] ‘spood a[qidue) pue juswrdmba ‘Kisuryoeur 1130 jo Surses| pue [eIuSY -ur jo Sursea] ‘spood a[qidue) pue juswdmba Kisuryoeur 1130 Jo Surses] pue [ejuSyY
spoog proyasnoy pue [euosiad jo Sursea pue [ejusy qasz spoo3 proyasnoy pue reuosiad jo Surseay pue [ejusy qa/z
SI[OIYAA I0JOW JO SUTSLI] pue [y VLiL SI[OTYAA JOJOW JO SUTSL] pure [eJuy ViL
somARE G/ SOnTADOE ATeurIopop VL SOHIATOR ATRULIO  VSL
ATeurIajoA ‘SaUTATIOL [EDTULDI} PUe dYHUADS ‘Teuorssajord y0  -HLA SIUTATIOR [EIIULDd) PuE dYIULIS ‘Teuotssajord oyi0 VL SATATIOR [EDTULDS} Pue dYIULIS ‘Teuotssajord oy0 VL
UDIEsal JodIeW pue uisnIoApy LN 213531 JosjIeW pue SUISHIDAPY VEL 219531 JosjIew pue SUISHIDAPY VEL
JuowdoPAdp pue YoIeasaI dyHuensg LA JuawdoPAdp pue YdIeasal dYHUIG VL Juawdo[aAdp pue YdI1easal dYHUIDG VL
sisATeue
pue Sunse) [EdIUYDI) ‘SaNTATIOR SULIAUISUD PUE [EINOAIYIIY /N sisATeue pue Sumnsa) [ed1Udd) ‘sanTATor SULAUISUD pue [RINIIANIPIY VI sisATeue pue Sumnsa) [ed1Udd) ‘SanIATOR SULRAUISUD pue [RINIANIYDIY VI
saniapoe Aouejnsuod uswadeurws (LA SONTAT}OE AJUE}NSUOD JUdWSLURW ‘SAOIFO Pedy JO SORTATDY VOL sanIAnde AOue)Nsuod JusweurU ‘S3OJO PeaY JO SARTAIDY vOZ
{SD1JJO PEAY JO SANIALDE ‘SanjIAnde Jurjunodde pue (e -9 sanranPe Sununodoe pue (e8] V69 sanranoe Sununodoe pue (e8] V69
SITAIIOR 2)e)Sa [y 891 9)©)$9 [a1 Pases] 10 UMo jo Sunerado pue [eyusy 489 9))$a [BaI Pased] 10 UMo jo Surjerado pue [ejusy 489
9)e)$9 [a1 Pasea] 10 umo jo Sunerado pue [eyuar 105 1dadxd SANIALOE 21e)Sd [eY M4 9))$9 [Ba1 Pases] 10 umo jo Sunerado pue [eyuar 10§ 3dadxd SANIALDE 21e)Sd [eY V9
SINTATIOE SDURINSUI PUE SIDIAISS [RIDURUY 0} AIRI[IXNE SANTANDY 99 SIITAI}OR SDURINSUI PUE SIDIAISS [RIDURUY 0} AIRI[IXNE SARIAIDY V99 SIITAIIOR SDURINSUI PUE SIDIAISS [RIDURUY 0} AIRI[IXNE SANIALDY V99
£jumdas [enos
A10smduwod 3dadxe ‘Gurpuny uorsuad pue souRINSUISI ‘dueInsuf Qo Ajumdas Tenos A1osmduod 3dedxe ‘Gurpuny uotsuad pue sduUERINSUTSI ‘@dUeImSu| Va9 £jumdas Tenos Arosmdurod 3dedxe “Surpuny uorsuad pue dueRINSUTDI ‘AdUreINSU] V&9
Sur
-puny uorsuad pue ddueInsur 3dedxa ‘SIMIATIOR IDIAIIS [EDUBUL] 93 Burpuny uotsuad pue sduemsur 3dedxa “SARTATIOL IIIATIS [RIURUL] VH9 Burpuny uorsuad pue soueinsur 3dedXa ‘SANIATIOR IDTAIDS [RIDURUL] V9
SINTATIOR SDTAISS UOTRULIOJUT SINTATIOL ADIAIDS UOTJRULIOJU] V€9 SAIATIOE ADTAIDS UOTJRULIOJU] vEe9
‘SanIAT)OE pajefar pue Adueynsuod ‘Gurururerdord wnduwo) eol-ol SaNIANOE pajefar pue Aduejnsuod ‘urururerdord emduio) ) SaNIATOE pajefar pue Aduejnsuod ‘Guruuwerdord emduio) V29
SUOTEUNWIWO3[3], 19( SUOIEDIUNWIWIO[] V19 SUOTJEDTUNUIWIOS[I], V19
sanane Jursedopeoiq pue sanande Sunsedopeolq pue Sururuer8or | V09 saniande Sunseopeorq pue urururerdor | V09
Surururex8oxd ‘sanrapoe Surysiqnd srsnwr pue Surprosar punos  ()9[-6G[ sanranoe Surysiqnd ors sanranoe Surysignd orsnw
‘uononpoid sunwrer8ord uorsiasfa) pue oapia ‘amyord UoHON -nw pue Surpiodar punos ‘uononpoid surwerSord uoisias[ey pue 0apra ‘amyard uonoA V6S pue Surpiodar punos ‘uononpoid swurerdord uoisiasfe) pue 0apia ‘2mydrd uononN ves
sanIane Sunysijqng 8s( san1AnE Sunystqn V8s son1Ande Sunysiqng V8s
SINTATIDR DIAIIS IFLIIA( PUB POO] v9S SINTATIDR JDIAISS IFLIIA( PUE POO] V95
SITATIOR DIAIIS POOJ PUE UOTIRPOUIIION Y 1
U0 EPOUNIIOND Y Vs UOTIEPOUIIION Y vss
SSTAT}OR ISLINOD PUE [}SO ] ¢SH SSTTAT}OR ISLINOD PUE [€1SO] ves SSTAT}OR ISLINOD PUE [1SO ] ves
uoneyrodsuern 105 santanoe 3r0ddns pue Sursnoyarep ¢SH uoneyrodsuern 105 santanoe 310ddns pue Sursnoyarep Ve uoneyrodsuer 105 sanianoe jroddns pue Sursnoyarepy Vs
jrodsuen 1wy 1SH jrodsuer) ary Vis j10dsuern 1y VIS
y1odsuer; 1ayepy 0SH jpodsuen @M GOSV0S yodsuen 1ojem pueiul 405
j10dsuer) 1oyem [ejseod pue eag V0S
aurpadid era syrodsuern pue sadiazas feaowar pue peor £q jrodsuer 3ySor] D6¥ auradid era syrodsuer pue sadiazes [eaowar pue peor £q yrodsuer) 3ySorg D6¥
saurfadid era j1odsuen pue jrodsuern pue 6VH podsuen pueT  g6RVEF jiodsuer; puep kmw“ﬁwwmmﬂﬂ M«w““m MMM
S2103s pasi[erads ur [any AR OWOINE JO J[ES [}y qas¥ $910)s pasi[erdads ur [ang SALOWOINE JO [es [1eJy q/¥
$90Ad1030W pue SIIYIA I0j0w jO 3dadxa ‘Dpen [1e3ay Vi)
S3[2Ad10j0UI pUE SIITYIA J0j0u JO }dadXa ‘aper) [1e1ay Vi Sa[2Ad10j0UI puE SIIIYIA J0j0u JO 3dadXa ‘aper) [1e1ay VI
syonpoid pajefar pue sfong snoased pue pmbiy “prjos jo aresajoypm q9F syonpoid pajefar pue sfng snoased pue pimbiy ‘prjos Jo aresaoym q9%

28



*$90URpu0dsa110d DS 03 HOVN €'V 2[qel

29

S3IPOq PUE SUOLEZIULSIO [RLIOJLLIAJRIIXD JO SAPIATOY n - - - -
SN UMO 10§ SPIOYISNOY JO sapTAnde Sunpord-saoiatas pue
-5po0% pajenUBIBHIPUN ‘S1aAo]dud Se SPOYESTIOY JO SPHIALIY L Puuosiad dnsawrop jo srakojduwa se spjoyasnoy Jo sanIALdY V26 Puuostad dysawop jo srakojduwa se SpIoYasnoy Jo SaNIALDY V26
sanIAnoR 138 [euosiad YO V96 sanIATOR 901AISS [euosiad 1PyI0 V96
spoo8 proyesnoy pue [euosiad pue sondurod jo mredsy V6 spoo8 poyasnoy pue [euosiad pue sonduwod jo reday VS6
suopestueSIo diysiquiow Jo SaNIALPY Vv6 suonestuedIo drysroquiaur Jo SoRIALDY V6
SOATIOR SDIAIDS JOYIO =Nt SONIATIOR UOTEIIDI PUR JUSWIASNUIE PUE SIIANE sp10dg VE6 SONIATIOR UOT}EIIddI PUR JUSWIASNIUIE PUe SanIARDe sj10dg V6
san1ARdR 3uryaq pue urjquies V6 sonIAnde Sunjaq pue Suques  vge
SANIATIOR [RIN}[ND IDJO PUE SWNISTIW ‘SIATYDIE ‘SILIRIGI] V16 SAIATIOR [RIN}[ND IDYJO PUE SWNISNIU ‘SIATUDIE ‘SILIRIGI] V16
SONIATIOR JUSWIUILLIDIUD PUE SHIE DALEIID) V06 SONIATIOR JUSWIUIELIDIUD PUE S}IE JAEIID) V06
UORPOWWO0. JNOY}IM SILIALIR YIOM [R1D0G V88 UOIRPOWIWOII. JNOY}IM SILIALIR YIOM [R1D0G V88
SANIATIOR DIBD [RIUIPISIY V.8 SLIATIOR DIBD [RIUIPISIY V.8
SOIIALE [eaY uewny O s sapIAde [edy uewny PO 498
sanianoe dnoeid [ejua 098 sanianoe ddndeid [ejua(y 098
SOIADOE [EDIPIN] 498 SOIADOE [BIPIN 498




A.5 RAS matrix adjustment

After accounting for exchange rate differences in EUR and USD between the MRIO and WIOD
data, total output values for Belgium might still differ between both datasets. To ensure con-
sistency before merging, we perform a RAS matrix adjustment that rescales WIOD entries to
match MRIO aggregates. The procedure is similar to the standard application of the RAS ad-
justment to input-output tables, with two key differences. First, standard applications aim to
update the IO matrix to a new year, with information on value added and final demand for a
next year from e.g. national accounts. We do not have this information and thus construct this
as part of the algorithm. Second, since our datasets contain negative values (e.g. for net taxes
and changes in inventories), we follow Junius and Oosterhaven (2003) and treat these entries
separately from the RAS adjustment.

Figure A.2 illustrates the matrix structure of the WIOD tables, where the sub-matrix Z
contains intermediate goods transactions, F final demand, and V value added. Let vectors
x = [x},...,x5) and y = [v},...,y5] be the row and column sums including intermediate
goods, and final demand or value added, respectively for sector i in country ¢ = 1, ...,C. Let
x(0) and y(0) denote the initial values in the WIOD data. Then, if entries of the input-output
matrix would be rescaled to a new target vector x(1) of row sums, the column sum property is
violated. Conversely, if entries are rescaled to the target vector y(1) of column sums, the row
sum property is violated. The RAS adjustment solves this by iteratively rescaling the entries

along both dimensions until the system of equations satisfies all constraints.

Use
Intermediate use Final demand
Country 1 Country C
a0 Country1 | ... | CountryC
Sectorl ... Sector N Sectorl ... Sector N

N Sector 1

=

=

= .

S
IS Sector N
B V4 F X
[

O Sector 1

=

<

3 o

3]

O | Sector N

Value added A%

Figure A.2: Matrix structure of the WIOD tables.

The procedure is as follows. We first need values for the new vectors x(1) and y(1) as
the target sums of the updated WIOD matrix. Let the weight of gross output x{ of country ¢

in total world output of sector i be wi = Ecxf - Initial entries in the WIOD for Belgium are
c=1"i
denoted by w?*(0). We ensure consistency for Belgium throughout the MRIO and WIOD by

keeping the weights for Belgium fixed in the initial and target vectors: w?*(0) = wf* (1) =
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w?P* . Then, the target vector of row sums is x(1) = [w]x},..., wix5]". The procedure for

y(1) = [viyi, ..., v5yS] is the same, with weights given by total expenditure shares in world
d
expenditures v{ = Cxifd
Li-1%]
Next, we apply the RAS algorithm. As the entries for Belgium are already consistent in the
MRIO tables, we do not need to apply the algorithm for the corresponding matrix entries. Fol-
lowing Miller and Blair (2009), we incorporate exogenous information in the RAS calculation

by replacing all known entries in the starting matrix by zero and defining a new matrix K as
BEL,BEL
ij

WIOD into P — N, where P contains the nonnegative entries of the WIOD (referring to e.g. net

a null matrix with the ex ante known transactions for entries k . We then decompose the

taxes and changes in inventories) and N contains the absolute values of the negative entries,
which will be added back after rescaling the WIOD matrix with non-negative entries P. Hence,
the target vectors x(1) and y(1) are adjusted so that:

%(1) =x(1) ~Ki+Ni and §(1) =y(1) - K +i'N

where i refers to a vector of all ones. Next, the matrices in Figure A.2 can be decomposed as:

B — [ZP, FP] andC = | %

P

where Z;, F; and V,, represent the same sub-matrices defined above, but with only nonnegative
entries. Let #' and §' be the diagonal matrices containing the adjustment terms on the main
diagonal:

P = [kO)(®) " and &= [](5)

where the superscript indexes the iteration number. Then, the algorithm proceeds as follows:
Step 1: adjust rows so that their sum is equal to the target vector X(1):

B' = [2},F}| = 'B(0)
Step 2: decompose B' and use the updated matrix, Z:

zZ,

“O= v,

Step 3: adjust the columns to the target sum y(1):

Cl — Zf’

] = C(0)8'

P

Step 4: decompose C' and use Z} again in Figure A.5.

Step 5: repeat step 1-4 until convergence for some € > 0, i.e.:
[%(1) =x" <e and [§(1) -§"| <e
Step 6: after convergence insert back values for K and N.
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A.6 Merging MRIO with WIOD

Finally, we merge the harmonized MRIO and WIOD datasets. We connect both datasets by
allocating sector-country flows from/to Belgium in the WIOD to Belgian regions in the MRIO,
using ex- port/import shares of each BE region in total exports or imports for that sector.
First, we divide the WIOD dataset into sub-matrices as shown in Figure A.3. In blue are
the sub-matrices for all domestic flows of intermediate goods Zgg; grr, Value added Vg ger, and
final demand Fgg, ge- Entries for these sub-matrices are filled with values from the MRIO data.
We also define all sub-matrices in which which Belgium is the exporter (Eg), the importer
(Mgg,), or both. Entries in these sub-matrices are to be proportionally imputed to the Belgian

regions. All other sub-matrices remain unchanged.

Use
Intermediate use Final demand
Country 1 Belgium Country C
800 500 Country1 | ... | Belgium | ... | Country C
Sectorl ... Sector N Sectorl ... Sector N Sectorl ... Sector N
— Sector 1
2
g
BEL BEL
5 M M
Sector N
Sector 1
=
o | 3
g5 EBEL 7/ BELBEL EBEL EBEL JFBEL BEL EBEL
O
Sector N
L,;» Sector 1 MR MFEL
K
)
=3
© | Sector N
Value added AVEELEEL

Figure A.3: Sub-matrices of WIOD for regionalizing trade flows from/to Belgium.

Second, for exports from and imports to Belgium, we proceed as follows. Starting with the

matrix containing Belgian exports:

BEL BEL,1 BEL,C
e’ e R
B = ©)
BEL BEL,1 BEL,C
ey e ce. ey

where each row vector ef*" contains the exports of sector i in Belgium to every other country

c. Note that exports are considered irrespective of the use industry j in destination country c.

r_ 4
Next, let 0] = W

value of that sector-region. Then, each entry of E** is to be redistributed to the three Belgian

be the export share of sector i in shipping region r, where ¢/ is the export

regions, proportionally to their export shares. L.e., we expand the matrix by repeating each
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row for each of the Belgian regions:

_efEL_ efEL,l N efEL c
113EL efEL,l efEL C
BEL efEL,l efEL c
EBEL — — :
eﬁEL eﬁ]EL,l . eﬁ]EL C
ePEL eIEj]EL/l N eIE\iIEL c
_egEL_ eﬁ]EL,l . eﬁ]EL C

Pre-multiplying by the diagonal matrix diag(c), with regional export shares as entries, we
obtain the matrix of exports of each Belgian region r to each destination country c:

E*™ = diag(o) x "™

Redistributing imports to Belgium proceeds similarly. The matrix of Belgian imports is:

BEL21 BEL,1
my my
BEL __ BEL BEL | — N
M™ = ImP* ... mft| = -
BEL,C BEL,C
m; .. My

BEL
s

where, each column vector m?** contains the imports of sector j in Belgium from every coun-
try ¢, for ¢ # BEL. Similarly to exports, we consider imports irrespectively of the shipping

industry from each country c. Expanding each column of this matrix by the number of Belgian

regions:
BEL,1 BEL BEL,1 BEL BEL,1 BEL
1 1 1 N N N
MBEL =
BEL,C BEL,C BEL.C BEL,C BEL,C BEL,C
my my my ny my my

S

Let p; = % be the import share of receiving sector j in region s, with imports values ;.
Finally, by po]st—multiplying the above matrix by diag(p), i.e. the diagonal matrix with the
import shares on the main diagonal, we obtain the matrix of imports of each Belgian region
from any country j:

MBEL — MBELdiag(”)

We thus end up with two new matrices of exports and imports for Belgium, E*** and M®®
respectively, with every other country c as trade partner, regionalizing the WIOD for Belgium.
Note that the above methodology applies both for the intermediate transactions and for the
final demand sub-matrix. The value added sub-matrix does not require adjustments as it only
contains domestic value added for Belgium. Its values are filled with the data from the MRIO
tables.
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B Theory appendix
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C Additional results

importsC1l9fl.png importsA03k

(a) Sector C19 in Flanders

Figure C.1: Imports from foreign countries to top sectors in the three regions in terms of output
multipliers.
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vamultdecompfla.png

vamultdecon

Figure C.2: Decomposition of value added multipliers for the three regions.

(a) Flanders
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emplmultdecompfla.png

emplmultdec

Figure C.3: Decomposition of employment multipliers for the three regions.

(a) Flanders
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Sectors Upstreamness
vBEL-200-C24 3.5011
vBEL-200-C20 3.3357
vBEL-200-A02 3.2342
vBEL-200-C18 3.0214
vBEL-200-C19 3.014

vBEL-200-M69-M70 2.9363
vBEL-200-M73 2.9259
vBEL-200-C17 2.8977

vBEL-200-M74-M75 2.8183
vBEL-200-C22 2.8148

Table C.1: Top 10 sector by upstreamness in Flanders
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Sectors Upstreamness

vBEL-200-1 1.531
vBEL-200-R-S 1.5278

vBEL-200-F 1.4827
vBEL-200-C29 1.4534
vBEL-200-L68 1.3871
vBEL-200-G47 1.2156
vBEL-200-M72 1.1637
vBEL-200-O84 1.1284

vBEL-200-Q 1.0822
vBEL-200-P85 1.0719

vBEL-200-T 1

Table C.2: Bottom 10 sector by upstreamness in Flanders
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Sectors Output

vBEL-200-F 73294.6186
vBEL-200-G46 33538.4859
vBEL-200-M69-M70 | 31825.3543
vBEL-200-C10-C12 | 29510.7717
vBEL-200-L68 28077.7672
vBEL-200-Q 26787.9237
vBEL-200-C20 25823.2749
vBEL-200-N 20092.4335
vBEL-200-H52 19082.1655
vBEL-200-P85 17141.7065

Table C.3: Top 10 sector by output (M) in Flanders
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Sectors Upstreamness
vBEL-200-C16 2145.19348
vBEL-200-H50 2141.38483

vBEL-200-]58 1858.23788
vBEL-200-]59-J60 1730.78148
vBEL-200-M74-M75 | 1690.95494
vBEL-200-E36 1292.25072
vBEL-200-C30 939.417545
vBEL-200-B 349.034607
vBEL-200-T 286.97212
vBEL-200-A03 103.627745
vBEL-200-A02 78.6309467

Table C.4: Bottom 10 sector by output (M) in Flanders
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bilateralFlandersNetherlandsEverything.png

Figure C.4: Bilateral upstreamness between sectors in Flanders and Netherlands

BEL-200 preceding the sector number means that is that sector in the Flanders region of Belgium while the NLD
prefix means the sectors in the Netherlands.
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