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In this note | describe our main activities and research projectsin 1999 and the first monthsin
2000 Second, | attach alist with papers based on GTAP data which are published or
presented.

activities
1999 was a very productive year for the division International Economic Analysis of CPB.
First of al we have published the description of our dynamic AGE model WorldScan, see
CPB (1999). Thefirst part of the publication discusses the main mechanisms of WorldScan
and its theoretical foundations and properties. It further documents our calibration procedure
and the data needed for calibration. Here we a so describe the way in which we use the GTAP
data. Finally, WorldScan's mechanisms are illustrated by simulations within a globalization
scenario. Applications demonstrate that the model can be used to construct scenarios, to
analyse events like ageing and globalization, and to analyse trade and climate-change policies.
Second, we have organised an IPCC expert meeting in The Hague. This meeting isa
part of the process of writing a new assessment report on climate change. During this meeting
simulation studies were presented which draw on the GTAP data base, see IPCC (1999).
Moreover, the organisation of this workshop strengthened our position in the network of
international climate change research, in particular the Economic Modelling Forum (EMF).

research

Climate change

An important research topic is the economic analysis op climate-change policies. In this area
we work intensively together with RIVM (Nationa Institute of Public Health and
Environment).

Carbon leakage that is to say the increase in CO, emissionsin non Annex 1 countries
as a consequence to CO, abatement policiesin the Annex 1 countries was a prominent theme
on our research agenda last year. We have analysed the determinants of carbon leakagein
various papers. Carbon leaks to developing countries for at |east two reasons. First, energy-
intensive industries reallocate to these countries because energy is cheaper there. Second,
production processes become more energy intensive in the devel oping countries because of
lower energy prices.

The work covers aso other aspects of climate change policies often carried out under
the heading of IPCC and EMF). One aspect is the devel opment of so called stabilisation
scenarios. These are aimed at a certain concentration levels of CO, gassesin 2100. Now the
scenarios are devel oped and quantified, we want to analyse the economic impact of
stabilisation and the timing of climate-change policies in these scenarios.

A new topic is the relation between technology and climate-change policies. We
participate in the new EMF round (EMF 19) in thisareaaswell asin EMF 18 on



"International Trade Dimensions of Climate Change Policies".

Research and devel opment

Research and development (R& D) raises not only the own technology levels, but also that in
other sectors and abroad. We have examined the trade-related diffusion of R&D in three
steps. First, using OECD and UNESCO data we provide an overview of globa R&D
expenditures. Second, we estimate the relation between sectoral R& D expenditures and
growth. Finally, these R& D linkages are incorporated in WorldScan. We simulate trade
liberalisation and anayse the effects on GDP in different regions. We find that the GDP
effects of trade liberalisation are magnified considerably for some regions - - notably Japan
and South-East Asia - - where for others - - for example China and Sub-Saharan Africa- - the
GDP effects are not increased at al. These findings can be traced back to changing
specialization patterns and changing import patterns. A region either specialisesin R&D-
intensive sectors or imports R& D-intensive goods. Some regions import the knowledge-
intensive goods from knowledge-poor regions. Such a >double unfortunate= trade and
production pattern explains the results for Sub-Saharan Africaand China.

schooling and ageing

Last year we have developed an extensive population model including labour market
participation and schooling. It is a detailed model in which schooling efforts can be analysed
for each age cohort. This enables us to analyse the development of human capital formation
quite precisaly. We will use these results this year to analyse the impact of schooling policies
in order to reduce the burden of ageing.

trade in servicesand WTO

In a collaborative project with the Chinese Academy of Social Sciences we have examined
the effects of China=s accession to the WTO on it sectoral structure and on the main trading
partners. Now we want to analyse trade in services into more detail. We want to focus on
trade in services between OECD and non-OECD countries. First we will analyse current
tendenciesin trade and its barriers. Later on we will focus on future prospects of the
development of trade in services.
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