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Abstract. This paper deals with trade between Sino-Kazakhstan through the Revealed Comparative
Advantage Competitive (RCA), and the Net Export Revealed Comparative Advantage Index
(NRCA). The analysis of competition and complementarity shows that the comparative advantage
industries in Sino- Kazakhstan are different. Generally speaking, the two countries have strong
competitive advantages in the traditional trade field, but the development of emerging service trade
is relatively slow. Therefore, it provides relevant countermeasures and suggestions for deepening
Sino-Kazakhstan service trade cooperation.

Introduction

Since Kazakhstan declared independence and formally established diplomatic relations with China,
thanks to the geographical advantages of the two countries and the complementary advantages in
the economic and trade fields, the trade cooperation between China and Kazakhstan has maintained
rapid development. With the continuous development of trade in goods, the service trade industry
has become a hot issue of concern to both China and Kazakhstan. Under this background,
systematic and in-depth study and analysis of the status quo of China's and Kazakhstan's service
trade has important practical and enlightening significance for promoting China's economic
restructuring, realizing the upgrading of industrial structure, and improving the quality of trade
between the two countries. This paper mainly analyzes the China-Kazakhstan Display Comparative
Advantage Index (RCA) and the Net Export Display Comparative Advantage Index (NRCA) to
analyze the competition and complementarity of service trade between China and Kazakhstan, and
seeks to provide theoretical guidance for the cooperation and trade cooperation between the two
sides.

Revealed Comparative Advantage Competitive (RCA)

Vollratlh proposed the method of calculating RCA is to subtract the comparative advantage of the
industry's imports from the comparative advantage of the industry's exports. It reflected the real
competitive advantage of the country's industry. Its calculation formula is as follows:

CA;; = RCAj — RCA{]n
1)

RCAjjrepresents the Revealed Export Comparative Advantage Index, RCAj'represents the
Revealed Import Comparative Advantage Index. If a country's RCA index is greater than O, it
indicates that the country's service trade has a comparative advantage; if the CA index is less than 0,
it means that the country's service trade does not have a comparative advantage. The higher the
index, the stronger the international competitiveness of the country's service trade; on the contrary,
the lower the index, the weaker the international competitiveness of the country's service trade.
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Table 1 Comparative Advantage Index of China and Kazakhstan in 2006-2015

Comp | Use Cultur

Co | Transp Com uter&i | and Other | e&ent

unt | ortatio | Tuoris | munic | Constru | Insuranc | Financ | nform | license | busine | ertain
Year ry |[n m ation | ction e e ation fees SS ment
C -0.46 052 | 0.02 0.42 -2.84 | -0.12 041] -1.03 0.49 0.03
2006 | K 1.52 0.89 | 0.83 0.06 -12.74| -048| -017| -0.09| -092| -0.16
C -0.32 0.32 ]| 0.06 0.88 -255| -0.04 049 ] -1.00 0.41 0.15
2007 | K 1.35 0.85] 0.74 -15.07 -0.36 | — -0.16 | -0.10| -0.80[ -0.15
C -0.22 0.22 | 0.05 1.62 -2.38 | -0.02 054 -0.97 0.31 0.14
2008 | K 1.24 061] 054 -10.67 -0.14 | — -0.14 | — -0.89 | -0.24
C -0.52 0.14 ] 0.07 1.27 -2.06 | -0.02 0.66 | -0.92 055| -0.11
2009 | K 1.61 054] 0.70 -7.17 -0.15 | — -021 | — -1.17 | -0.30
C -0.55| -0.01| 0.07 3.37 -2.23 0.02 095] -0.99 0.68 | -0.13
2010 | K 1.82 0.63] 044 -7.55 -0.32 | — -0.14 | — -1.80 | -0.33
C -0.62 | -0.15| 0.19 3.57 -2.02 0.04 1.10| -0.84 0.73] -0.10
2011 | K 1.47 062 | 042 -9.10 -0.33 | — -0.12 | — -1.33 | -0.49
C -051| -048| 0.17 2.98 -1.79 0.08 136 | -1.02 092] -0.15
2012 | K 1.57 070 0.49 -12.43 009| -028| -005| — -1.27 | -0.49
C -042| -052 | — 2.72 -1.50 0.16 1.64 | -1.05 090 | -0.17
2013 | K 1.56 063 — -10.45 010 -053| -0.15| -0.23 0.00| -0.72
C -036 | -0.76 | — 3.38 -1.24 0.23 136 | -0.86 097 ] -0.16
2014 | K 1.97 022 — -7.13 018 -025| -0.23| -0.24 0.00] -0.80
C -0.08| -082| — 2.46 -0.04 010 — -0.58 0.75| -0.17
2015 | K 2.10 022 — -7.28 027] -031| -049| -0.20 0.00] -0.94

Source: UN COMTRAD calculation available

From Table 3 we can see that the CA index of China's transportation industry has been negative
for ten consecutive years, but the negative value has a decreasing trend. This shows that China's
transportation service industry does not have a comparative advantage. The Kazakhstan transport
industry CA index has been greater than 0 for ten consecutive years and is on an increasing trend
year by year. The CA index of China's and Kazakhstan's tourism service industry has been
declining year by year. China's CA index changed from positive to negative in 2010, and its
international competitiveness has become weaker in the past five years. In the communication
service industry, both China and Kazakhstan have comparative advantages. From the index value,
Kazakhstan has a higher comparative advantage than China. China has obvious comparative
advantages in the construction industry, with values maintained between 2 and 3, while Kazakhstan
has obvious comparative disadvantages. In the emerging service industries such as insurance,
finance, and computer and information, China and Kazakhstan do not have comparative advantages.
It is worth mentioning that the computer and information, other business services industry China's
CA index are greater than 0, showing a comparative advantage.

Net Export Revealed Comparative Advantage Index (NRCA)

In order to reflect the impact of imports on export competitiveness, Balassa also proposed an
improved index of comparative advantage in 1989, using the proportion of a country’s exports of a
certain industry in total exports and the country’s imports of the industry in total imports. The
difference in the ratio indicates the trade competitive advantage of the industry. This index is called
the “net export revealed comparative advantage index”. Calculated as follows:
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NRCA; = (Ki/x;)/ (Mi/my) 2

Xij represents the export of i country j products, X; represents the total export of country i,
M;; represents the import of i country j products, M;is the total import of country i. An index value
greater than O indicates a competitive advantage, an index value less than O indicates a competitive
disadvantage, and an index value equal to O indicates trade self-balance. The net export-displayed
comparative advantage index excludes the influence of intra-industry trade or division of labor,
reflecting the impact of both import and export. Therefore, using the index to judge the international
competitiveness of the industry is more realistic than other indexes. The higher the index value, the
stronger the international competitiveness; the lower the index value, the weaker the international
competitiveness. If we consider the impact of trade barriers.

Table 2 2006-2015 China-Kazakhstan Service Trade NRCA Index

Year | Court | tran tour tele cons insur Fina Comp | Lice Busi Entert
C -0.11 0.13] 0.00 0.01 -0.08 | -0.01 0.01] -0.06 0.11 0.00
2006 [ K 0.37 022 0.02 0.00 -0.37 | — -0.01 | — -0.21 0.00
C -0.08 0.08 ] 0.00 0.02 -0.07 0.00 0.02 ] -0.06 0.10 0.00
2007 [ K 0.33 020 0.02]| -0.37 -0.01 | — -0.01 | — -0.19 0.00
C -0.06 0.05] 0.00 0.04 -0.07 0.00 0.02 ] -0.06 0.07 0.00
2008 [ K 0.31 014 0.01]| -0.28 000 | — -0.01 | — -0.21 0.00
C -0.11 0.03] 0.00 0.04 -0.06 0.00 0.03| -0.07 0.14 0.00
2009 [ K 0.34 012 0.02]| -0.20 0.00 | — -0.01 | — -0.29 0.00
C -0.12 0.00| 0.00 0.06 -0.07 0.00 0.04 | -0.06 0.14 0.00
2010 [ K 0.39 0.13] 001] -0.14 -0.01 | — -0.01 | — -0.38 0.00
C -0.13| -0.03| 0.00 0.06 -0.06 0.00 0.05] -0.06 0.17 0.00
2011 | K 0.32 0.13] 001]| -0.16 -0.01 | — -0.01 | — -0.30 0.00
C -0.10 | -0.10 | 0.00 0.05 -0.06 0.00 0.06 | -0.06 0.20 0.00
2012 | K 0.32 0.15| 0.01| -0.21 0.00]| -0.01 0.00 | — -0.27 0.00
C -0.08| -011| — 0.05 -0.05 0.01 0.07 | -0.06 0.17 0.00
2013 [ K 0.30 013 — -0.18 0.00 | -0.02 -0.01| -0.01 0.00 -0.01
C -0.07| -016 | — 0.06 -0.04 0.01 0.07 | -0.06 0.19 0.00
2014 [ K 0.38 005 — -0.13 0.01] -0.01 -0.01 | -0.02 0.00 -0.01
C -001| -019| — 0.04 0.00 000 — -0.04 0.14 0.00
2015 | K 0.39 0.05| — -0.12 0.01] -0.01 -0.01 | -0.02 0.00 -0.01

Source: UN COMTRAD calculation available

After removing the influence of intra-industry trade or division of labor, we can see that China's
industries with a net export-displayed comparative advantage are architecture, computers and
information and other businesses, and trade self-balancing in the communications, finance and
personal culture and entertainment industries. There is a competitive disadvantage in the
transportation, insurance and proprietary rights use and licensing services industries. Kazakhstan
has obvious competitive advantages in transportation and tourism services. It also has certain
competitive disadvantages in construction services, and basically maintains trade self-balance in
other service industries.
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Suggestions on deepening the cooperation between Sino-Kazakhstan in service trade

Through the above indicators, we can clearly see that China and Kazakhstan have different
comparative advantages in service trade, China has obvious comparative advantages in the
construction services industry, and Kazakhstan has a comparative advantage in the transportation
industry. Although China's competitive advantage in emerging services is not obvious, the
competitiveness of the computer and information industry and other commercial industries is still
above the world average. In addition to the strong competitiveness of the communications industry,
Kazakhstan's other emerging service sectors are developing very slowly and are at a relatively
disadvantageous position. Therefore, China and Kazakhstan should give full play to their respective
competitive advantages, improve resource utilization, and optimize resource allocation. This will
not only rationalize the structure of import and export services, but also promote the common
development of the two economies.

It is necessary to promote the coordination of trade in goods and services, further adjust the
development strategy of service trade, and promote the service trade cooperation between the two
sides with the help of the “Belt and Road”. China's opening to the west is conducive to the
development of Kazakhstan, and the two sides should vigorously promote interconnection. Promote
cooperation in the fields of logistics, transportation, communications, etc., and build a good port of
Horgos, which will create more convenience for service trade between the two countries.
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