UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

KEY TRENDS

In International Merchandise Trade

UNITED NATIONS



UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

UNCTAD

ADVANCE UNEDITED COPY

KEY TRENDS IN INTERNATIONAL
MERCHANDISE TRADE

UNITED NATIONS
New York and Geneva, 2013



Note

This publication is a product of the Trade AnadyBranch, Division on International Trade in Goods
and Services, and Commodities (DITC), UNCTAD Semnat. It is part of a larger effort by UNCTAD to
analyze trade-related issues of particular impogafor developing countries. Alessandro Nicita wiiaes
coordinator of this study. Christina Bodouroglow dtarco Fugazza also contributed to this study.

The designations employed and the presentaticgheofmaterial do not imply the expression of any
opinion on the part of the United Nations concegrtime legal status of any country, territory, atyarea, or
of authorities or concerning the delimitation af fitontiers or boundaries.

This publication has not been formally edited.

Material in this publication may be freely quotedreprinted, but acknowledgement is requested,
together with a copy of the publication containithge quotation or reprint to be sent to the UNCTAD
secretariat at the following address:

Alessandro Nicita
Trade Analysis Branch
Division on International Trade in Goods and Searsjand Commodities
United Nations Conference on Trade and Development
Palais des Nations, CH-1211 Geneva 10, Switzerland
Tel: +41 22 917 5685; Fax: +41 22 917 0044
E-mail: alessandro.nicita@unctad.org

UNITED NATIONS PUBLICATION

UNCTAD/DITC/TAB/2013/1

© Copyright United Nations 2013
All rights reserved



| ntroductory note

The purpose of this report is to provide some key trends in world trade in goods over the recent
medium-term period. This report is intended as a monitoring exercise so as to provide interested
readers with informative data and analysison a regular basis.

The report is organized in four parts. The first part presents broad statistics on international trade.
The second section presents statistics on international trade disaggregated by broad product groups
and economic sectors. The third section presents statistics related to bilateral trade flows and
regional trade flows. The fourth part presents some of the commonly used indices related to
international trade including diversification, intra industry trade, and sophistication of exports.

This report relies on UNSD COMTRADE hard data for key trade statistics (in current value terms).
International trade is defined as trade exclusively in goods (merchandise). Services are not included
in any of the statistics presented here. COMTRADE data although comprehensive and comparable
across countries, does not perfectly reflect national statistics (see http://comtrade.un.org/), and thus
some discrepancies with specific national statistics may be present. The data has been standardized
to assure cross country comparisons. Non-trade macro level data used in the figures originates from
UNCTADSTAT.

For the purpose of this report, countries are categorized in two ways: by geographic region and by
level of income as defined by the UN classification (UNSD M49). Developed countries and major
developing economies comprise those commonly categorized as such in UN statistics. For the
purpose of this report transition economies, when not treated as a single group, are included in the
broad aggregate of developing countries. For the purpose of this report the statistics for Hong Kong
Special Administrative Region of China are presented separately under the name Hong Kong
(China).

Following the Broad Economic Categories (BEC) classification, international trade is classified into
four major economic categories, depending on the stage of processing and use. Primary products
comprise raw materials and resources used in the productive process. Intermediate products
comprise semi-finished goods that are used in the production of other products. Consumer products
are those that are intended for final consumption. Capital goods are manufacturing goods such as
machinery that are intended to be used in the production of other goods. Product sectors are
categorized according to the International Sandard Industrial Classification (IS C) augmented by
five broad agricultural sectors based on the Harmonized System classification (HS).

All the data and graphs contained in this report, as well as more detailed data can be accessed at:
UNCTAD Trade analysis branch website (http://www.unctad.info/en/Trade-Analysis-Branch)
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Overview

Notwithstanding the economic crisis, world trade racreased dramatically over the past decade,
rising almost threefold since 2002 to reach abduttrillion USD in 2011. Developed countries
continue to constitute the main players in intdoral trade, however developing countries account
for an increasing share. As of 2011 almost halfwoild trade has originated from developing
countries (up from about one-third in 2002). Altgbutrade growth (both import and export) has
been higher for developing countries during thé d@eade, this trend is slowly abating. Indeeda dat
for 2010 and 2011 indicate more homogenous rateéspdrt and export growth across all country
groupings, with no dramatic differences betweerettgpped and developing countries.

Although well performing as a group, developing mies’ integration into the global economy has
been very varied. East Asia continues to domina&eeldping country trade flows, while other
regions lag far behind. Notably, China has becomenareasingly important trading partner for
many other developing countries, not only in thetEssian region but also in Sub-Saharan Africa
and Latin America. Conversely, the importance ofeligped countries as major destination markets,
although still very important, has in many casesrel@sed. More in general, increased demand in
developing (especially middle income) countriedasing important repercussions for international
trade flows. This rise in demand paired with fragtagon of production processes has resulted in
the rapid increase of South-South trade duringldeedecade. Of note is that a large share of this
increase reflects specific product categories (@axtronics) being traded from, to, and especially
between East Asian countries.

The importance of regional trade has further défemamong developing country regions. While
about 40 percent of East Asian trade is intra-mregjiantra-regional trade is also of significancgyo

for Latin America and the Transition Economies (@b20 percent), whereas for the remaining
regions this percentage falls to around 10 peroenéss. For the latter regions, the lack of intra-
regional trade is largely due to the fact that ¢oas’ export (and import) profiles are generalyt n
complementary but overlapping. In practice, withauajor changes in export and import
composition (such as those brought about by fragatien of production processes and consequent
specialization in particular segments) further @ase in intra-regional trade is unlikely. Indeed,
intra-regional trade over the past five years leasléd to grow at a slower pace than extra-regional
trade.

Growth patterns of international trade have alstedaacross categories of products. The last decade
has seen an overall increase in the importanceriofapy (especially energy-related) products in
world trade. This has been prompted by a surgeimashd in emerging markets and consequent rise
in commodity prices. Driven by fragmentation of gwotion processes and higher intra-industry
trade, international trade of intermediates proslutas also increased greatly, reaching about 7
trillion USD in 2011 (up from 2.5 in 2002). Eachlwad at around 3 trillion USD in 2011, consumers
and capital products represent a significant, abkmnewhat declining, share of international trade.
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With regard to specific economic sectors, fuelgesent the largest (and fastest growing) product
category in terms of value of trade (almost 20 @etef world trade in 2011). Other significant
sectors include chemicals, machineries, commuwicaquipment and motor vehicles. In contrast,
the importance of agriculture in total merchandragle is relatively small (less than 10 percent and
less than each of the other major sectors). Théi@oof a country as an exporter of a particular
product is generally determined by the availabibfynatural resources, technological competence
and, ultimately, comparative advantage (productoal trade costs). While developed countries
remain major exporters of most sophisticated gdeds motor vehicles) and some heavy industry
(e.g. chemicals), developing countries have in@@aiseir market share as exporters of commodities
and especially of light manufacturing goods (empaael and electronics). One important insight is
that the export shares (and hence production)gbt imanufacturing have substantially shifted not
only from developed to developing countries bubasnong developing countries. Still, most of
these shifts have occurred to the advantage of Asiah countries. Other regions’ integration in
international trade of manufacturing products remmaxtremely limited. In practice, Sub-Saharan
Africa’s participation in global production and dais still largely confined to energy products and
other commodities, while that of Latin American nties remains largely tied to agricultural goods
and mining.

The dependence of many developing countries on rexpof natural resources and other
commodities makes them particularly vulnerable tae movements in international markets.
Despite efforts by numerous countries to diverdifgir export base, these have often borne
negligible results. As of 2011 many developing daes’ exports are still concentrated in a limited
number of products supplied to a limited numbedestinations. This is particularly evident in many
low income countries, especially in the Sub-Sah@fitan region. Export diversification matters
more when countries are able to diversify theiraiginto more sophisticated, higher value added
products, as this typically signals advancemernisgthe technological ladder and often potentially
higher rates of economic growth. During the lage fyears the technological content of the export
basket of most developing countries has incread#thugh more so for those in the high and middle
income brackets. This trend suggests that low iceountries’ technological advancements have
been generally more muted, implying that their ekpasket has often remained tied to unprocessed
products with little value addition. One importansight is that technological content is generally
higher in the case of regional than for extra-reglarade. This suggests that intra-regional trade
could represent an important stepping stone for lo@ome countries to achieve technological
upgrading.



1. Overall Trendsin I nternational Trade

World trade has reached about 18 trillion USD in 2Q1, increasing almost threefold since 2002.
A large share of the increase in world trade can battributed to developing countries. High
and middle income countries (developed and develog) continue to constitute the main
players in international trade, while low income cantries’ (including LDCs) participation in
world trade remains limited.

Figure 1l - World Trade of Developed Countries and Develggountries by Income Level
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International trade has increased dramaticallyhm last 10 years, rising from 6.5 trillion USD in
2002 to around 12 trillion USD in 2006 to reachuwsn@ 18 trillion USD in 2011 (Figure 1a).

Developed countries remain the main destinationntdrnational trade flows, with total imports

valued at about 10 trillion USD. As of 2011, deyeig countries’ export value is similar to that of
developed countries (around 9 trillion USD). Trdidsvs to and from developing countries largely
involve middle income countries (about half) anghhincome countries (about one-third) (Figure
1b). Low income countries account for a small, @élibecreasing, share of developing countries’
trade; about 10 percent of exports and 12 perceimhports in 2011. Least developed countries
(LDCs) only account for a minor, although also &asing, fraction of developing country trade.



Developed countries account for more than half oflgbal export and import flows. East Asia
dominates developing country trade flows, its traddeing of a similar magnitude to that of all
other developing country regions combined.

Figure 2 — World Trade, by Region
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As of 2011, developed countries account for abotrillion USD of exports and about 10 trillion
USD of imports (Figures 2a and 2b). As a wholeddraf developing countries is of a similar
magnitude (9 trillion USD in exports and 8 trilli@SD in imports). East Asia comprises the bulk of
developing countries’ trade, with an estimatedidicim USD of exports and of imports in 2011.
Other regions’ participation in world trade is medky more limited. Nevertheless, there has been a
significant increase in exports and imports of otieveloping country regions over the past decade,
even if from much lower starting points.



Notwithstanding the economic crisis, internationaltrade has grown substantially over the last
five years. In general, rates of trade growth havéeen fairly similar across developing country
regions. Yet, South Asia has been the fastest grawj region both in terms of exports and
imports. Increased demand in South Asia, East Asiand Latin America has resulted in imports
growing faster than exports.

Figure 3 — Export and Import Growth, by Region

() (b)
Export Growth Import Growth
Bl 2010-2011 [T 2006-2011 Bl 2010-2011 [F 2006-2011
Percent Percent
0 20 40 60 80 100 0 20 40 60 80 100 120
Developed Countries Developed Countries
East Asia East Asia
Latin America Latin America
South Asia South Asia i
Sub Saharan Africa Sub Saharan Africa
Transition Ec. Transition Ec.
W.Asia & N.Africa W.Asia & N.Africa

World trade has risen significantly from its lewel2006. Figures 3a and 3b portray the increase in
trade between 2006 and 2011 as well as between 20d2011. In spite of the global economic
crisis, trade of developed countries has incredsedbout 30 percent since 2006. Trade flows
originating from and destined to developing cowsihave increased substantially faster. Since 2006
exports have increased by a minimum of about 6@gmerin the case of East Asia and Latin
America, and a maximum of about 90 percent in SAgla. Sub-Saharan African exports have
increased by about 80 percent. Imports by deveippountries have also increased considerably,
varying from almost 50 percent in West Asia andtNdfrica to a peak of more than 150 percent in
South Asia. Importantly, rates of import growth baexceeded export growth rates in East Asia,
Latin America and South Asia, indicating growingraéend levels in these regions.

The latest trends for 2010 and 2011 indicate sustiarates of import and export growth across all
country groupings, with no dramatic differenceswssn developed and developing countries.
Developed countries’ trade has on average incred#sedbout 15 percent, while developing

countries’ has grown by about 20 percent, with sonportant differences among regions.



Between 2006 and 2011 international trade has inaased in all major developing economies
but the Philippines. However, there have been largelifferences across countries. China,
Colombia and India have exhibited particularly robust export growth rates.

Figure 4 — Export Growth of Major Developing Economies &wth Gap
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Export performance between 2006 and 2011 has hmesiderably varied across countries. Figures
4a and 4b report the percentage change in the véleport flows of major developing economies
for the periods of 2006-2011 and 2010-2011, alategthe difference from the average change of the
rest of the countries in the respective regionzBr&hina, Colombia, India, Nigeria and Peru have
all recorded levels of growth substantially hightean their respective region. In particular, India’
export growth has been about 130 percent, surgatisenregion’s average by about 60 percentage
points. China’s and Brazil's exports also have grovensiderably more than exports from their
respective regions (about 30 percent higher). Lpetérmers in the major developing economies
category include Chile, Hong Kong (China), IrarR(), Mexico, Pakistan, the Philippines, Taiwan
(Province of China) and Venezuela (B.R.) which geeusstantially less than other countries in their
respective regions. With regard to the latest tsebetween 2010 and 2011, all major developing
economies — bar the Philippines — attained douigi-elxport growth rates on a yearly basis. Yet,
performance has varied by country. Export growttegahave been higher in Colombia and
Venezuela, particularly in comparison to other ha#tmerican countries. Major developing
economies such as Brazil, China, India, Indonesd $outh Africa have also over performed most
other countries in their corresponding regions. éfpdrformers include Chile, Mexico, Nigeria,
Pakistan and the Philippines (the only major dewelp economy for which exports contracted).



Export growth has been fairly varied across developd countries. Between 2006 and 2011
exports of developed countries have grown from a nxanum of about 110 percent (Australia)
to virtually zero (Finland). Export growth between 2010 and 2011 ranges from more than 40

percent (Greece) to about 5 percent (Spain).

Figure 5 — Export Growth of Developed Countries and GroGHp
(a) (b)

Export Growth (2010-2011)

Export Growth (2006-2011)
Developed Countries

Developed Countries
B 20102011 Growth [ Growth Gap vs Region

percent
20 40 60

I 20062011 Growth B8] Growth Gap vs Other Developed

percent
50 100 150 -20

Greece
Estonia
Bulgaria
_ Latvia
Lithuania

o
o

-50

Australia

Latvia

Romania
Bulgaria
Lithuanja
Slovakia
Estonia

Czech Reprllc
ol

Romania
Czech Republic
Slovakia
Norway

New Zealand
Portugal
Switzerland
Poland
Australia
Luxemburg

Slovenia
Sweden

gy

Denmarz
Germany
Canada
Iceland
Belgium

United Kindgom
France

an:
Netherlands
Greece

US.A
Portugal
Slovenia
Germany
orway
Belgium

Japan

Ireland
Luxemburg
Canada

lm.vmmnnl'N!“|

mmum'm'\W\WN’N

Austria
Netherlands
Japan
Spain

P
Austria
United KindFom
Finland

During the past five years export growth has beeryfvaried across developed countries. Figures
5a and 5b report the percentage change in expovs ffrom developed countries for the periods of

2006-2011 and 2010-2011, as well as the differémre the rest of developed countries. Since 2006
export growth has been more pronounced in Austrakawell as in many new members of the

European Union. Export growth has been below awenagnany of the core EU Member States as
well as in Canada and Japan. With respect to testl&rends, between 2010 and 2011 exports from
Greece and many of the newer EU Member States tpeoven at a notably faster rate than other

developed countries and even many developing desntin contrast, exports from Japan, the

Netherlands and Spain have grown at a markedlyesloate than other developed countries.



In the last decade trade growth has tended to be diner in poorer countries relative to richer
countries. In addition, low and middle income countes’ imports have generally experienced
faster import over export growth, reflecting a higher surge in demand in emerging markets.
Latest trends indicate more equal rates of trade grwth across national income levels.

Figure 6 — Trade Growth and GDP per capita
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Figures 6a and 6b illustrate the relationship betweade growth rates and GDP per capita. Between
2002 and 2011 trade growth has been inverselylatetewith GDP per capita as percentage growth
of both imports and exports has on average bedrehig poorer countries than in richer countries.
Moreover, in middle income countries imports haeeegyally grown faster than exports, indicating a
relatively higher surge in demand in emerging m&ak&he opposite is the case in high income
countries where imports have grown at a slower phae exports. The latest data for 2010-2011
confirm the inverse correlation between export dlowwnd GDP per capita. Nevertheless, this
correlation does not hold for imports, indicatingn@re homogeneous pattern of demand growth
across countries with different levels of income.
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2. I nternational Trade by Stage of Processing and by Product Sector

At more than 7 trillion USD in 2011, intermediate poducts comprise the most important flow

of world trade. During the last decade primary prodicts have seen their share of world trade
increase, prompted both by a surge in demand in enging markets and higher commodity

prices.

Figure 7 — World Trade and Export Shares, by Stage of R=icg
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Intermediate products trade accounted for more thaillion USD in 2011, representing a share of
about 40 percent of total trade. Primary, capital eonsumer products each account for slightly less
than 3 trillion USD (Figure 7a). A remaining 2 lioh USD is made up of products that are not
classified in any of these categories. Althoughwualeie of trade in intermediates has almost tripled
since 2002, its share in total trade has remainadghly stable. Mainly owing to rising commodities
prices, especially oil, primary products represemincreasing share of world trade. Conversely, the
importance of consumer and capital products in averhde has declined. Comparing the relative
trade shares between the two broad groupings @lolged and developing countries, the former still
accounted for over half of global exports at alliimstages of processing apart from the primary
product sector in 2011 (Figure 7b). Neverthelessjetbped countries’ share has seen a steady
decline over the past decade as that of develamuogtries has increased.
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As a whole, developed countries dominate world tragl at every stage of processing, both as
importers and exporters. Although East Asian counties account for a substantial share of
world trade, other developing countries’ participaton in world trade is much smaller, and still
largely limited to the exports of primary products.

Figure 8 — Exports and Imports, by Region and by Stagerotéssing

(a) (b)
Export Values 2011 Import Values 2011
by Stage of Processing by Stage of Processing
B rimary Intermediates consumer [l capital B Fimary Intermediates consumer [l capital
o . Trillign uUsD 5 . o . TriIIio; uUsD 5 .
Developed Countries Developed Countries
East Asia East Asia
Latin America Latin America
South Asia South Asia
Sub Saharan Africa Sub Saharan Africa
Transition Ec. Transition Ec.
W.Asia & N.Africa W.Asia & N.Africa

Developed countries account for the bulk of worktle in all categories of products, including the
export of primary products (Figures 8a and 8b). Amqaleveloping country regions, most trade
relates to East Asia. The region’s export compasiteveals its role as a global manufacturing hub,
as evidenced by relatively high imports of primand intermediate products, matched by relatively
high exports of intermediate, final and capital ducts. The value of trade of other developing
country regions is substantially smaller, and coesttypically concentrate in exports of primary

products and imports of intermediates and finatpods.
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Fragmentation of production, as measured by trade n intermediates, has increased
dramatically over the last decade. However, this isa phenomenon largely confined to
developed countries and the East Asian region. Dalalization of production to other
developing country regions, although increasing, istill limited.

Figure 9 — Exports of Intermediates, by Region and Regi@rantation

Exports of Intermediates

I intra-Regional Extra-Regional
Trillion USD
0 1 2 3 4
02—
Deve|0ped Countries 2006 |
2011
2002 |
East Asia 2000 —
2001 | E——
2002
Latin America 208 -
2

South Asia 20
2

2002
Sub Saharan Africa 20
2

Transition Ec. 208
2011

2002

W.Asia & N.Africa 200
2011

The high value of trade in intermediate productsntiicative of the fragmentation of production
brought about by the presence of global/regiongdplu chains. Fragmentation of production
processes in the context of global supply chains ieend that has proliferated in the last decade.
Figure 9 reports the value of trade in intermediadeross country groupings. Fragmentation of
production is a phenomenon that relates almostusik@ly to developed countries and to the East
Asian region. In addition, a substantial sharentérimediates trade is intra-regional, which suggest
that fragmentation of production occurs to a laegéent within East Asia and within developed
countries.

13



Comprising almost 20 percent of world trade, fuelgepresent the largest product category in
trade value terms. Other significant sectors includ chemicals, machineries, communication
equipment and motor vehicles. The importance of aggulture in total merchandise trade

remains at less than 10 percent.

Figure 10 — World Trade, by Broad Product Sectors
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International trade can be disaggregated into badgories of products according to the ISIC
classification. Figure 10 displays the value ofleran 25 product sectors in 2002, 2006 and 2011. In
terms of value, a large share of internationaleénadates to energy products, chemicals, machmerie
communication equipment and motor vehicles. Trddeid of oil, gas and coal have increased
significantly since 2002, reaching a value of of2etrillion USD in 2011, or around 13 percent of
international trade. Combined with petroleum praduealued at more than 1 trillion USD in 2011,
this raises the share of energy trade to almostradf the total. Chemicals exhibited the second
highest value of trade at 2 trillion USD (up frotmoat 0.7 trillion USD in 2002). Trade in machinery
(comprising electrical, office and various) madearpund 2.6 trillion USD, or 15 percent of total
trade. Other highly valued trade sectors includaroanication equipment and motor vehicles, each
worth over 1.2 trillion USD in 2011. In contrasight manufacturing sectors including textiles,
apparel and tanning, comprised a relatively sntare of world trade. Agricultural sectors — which
include food products, vegetable products, aninmadycts, oils and fats, as well as tobacco and
beverages — accounted for around 1.5 trillion US$Eraxle flows, representing less than 10 percent
of international trade. Since 2002, the value raflé has increased steadily in all sectors; an
exception being office machineries, the value ofciwtdropped slightly from 2006 to 2011. Over
the past decade, trade growth has been particutaslyst in the energy and metal related sectors.
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Developed countries dominate trade flows in most duct sectors. Yet, developing countries
represent a significant share of exports in the pmary and some light manufacturing sectors.
Between 2006 and 2011 developing countries’ sharé ioternational trade has increased in

almost all sectors, although to a varying degree.

Figure 11 — Sectoral Trade Shares of Developed and Deveajdpountries

(a) (b)
Export Market Share (2011) Import Market Share (2011)
- Developed - Change to Developing 2006-2011 Developing - Developed - Change to Developing 2006-2011 Developing
Percent Percent
0 20 40 60 80 100 0 20 40 60 80 100
Motor Vehicles Apparel
Paper Prod, Publishing Motor Vehicles

ransport Equipment
Machinery Various
Animal Products

. Chemicals
Precision Instruments
Rubber/Plastics
Food Products

Metal Products

Wood Prod, Furnitures
Food Products
Tanning

Paper Prod, Publishing
Animal Products
Rubber/Plastics

Office Machineries
Metal Products
Non-Metallic Mineral - Oil, Gas, Coal
Electrical Machiner Non-Metallic Mineral
Basic Metals Chemicals
Tobacco, Beverages Textiles

e ——————
Vegetable Products Electrical Machinery
Petroleum Products Precision Instruments
Wood Prod, Furnitures Tobacco, Beverages
Mining and Metal Ores Transport Equipment
Oils and Fats Machinery Various
Tanning I Vegetable Products
Textiles Basic Metals
e
I
I—

Comunication Equip. Petroleum Products
Office Ma(:hmenesI Oils and Fats
Appare Comunication Equip.

Qil, Gas’:’%oal — Mining and Metal reps

|

The sectoral composition of trade — both on thearnpnd export side — tends to be related to a
nation’s level of development. Figures 11a and ddpict the share of global exports and imports of
different product categories pertaining to devetbped developing countries, and their changes
between 2006 and 2011. In 2011 developed courddesunted for more than 70 per cent of world
exports of motor vehicles, paper products, trartspguipment, various machinery, animal products
and chemicals. In contrast, developing countrieaat for a substantial share of exports of office
machineries and communication equipment, and lighanhufacturing products such as textiles,
tanning and apparel. Developing countries are &bsp exporters in sectors relating to primary
products (especially fuels). On the import sidejali@ped countries account for more than half of the
total value of imports in almost all sectors. Inl20developed countries accounted for almost 80
percent of global imports of apparel, and over éfcent of imports of a range of products including
motor vehicles, office machineries, wood productsl durniture, food and animal products.
Developing countries are major importers of enengg primary products. Developing countries also
account for a large market share of trade in comaoation equipment. Between 2006 and 2011
developing countries’ share of international tr&ds increased in most sectors (the exceptions being
mining and metal ores, petroleum products and dnpraducts — shown in white in Figure 11a).
With regard to exports, developing countries’ masdteare has increased most in the communication
equipment and office machineries sectors. Witheesp imports, developing countries’ share has
increased most in the case of mining and metal ares motor vehicles.
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Among developing country regions, East Asia is byaf the largest exporter in manufacturing
sectors. Exports of non-manufacturing goods are meruniformly distributed across developing
country regions. West Asia and North Africa dominag exports of energy products, while Latin
America enjoys a large share of exports of mining rad metal ores and certain agricultural
products.

Figure 12 — Sectoral Export Shares, by Developing Countrgi&e
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Figure 12 illustrates the share of world exporteath developing country region with a breakdown
by sector (developed countries account for the ported share). As of 2011, East Asia has been
positioned as the main exporter in a number of renuring sectors, not only among developing
countries but also at the global level. East Asieoants for about 70 percent of the global value of
exports of office machineries and communicationiggent and about 50 percent of exports of
tanning, textiles and apparel products. East Asigorts also constitute a significant share of dorl
exports in several other manufacturing sectorsefOdeveloping country regions do not participate
substantially in international trade in the mantdaag sector, although they are important players
some sectors relating to primary products and aluie. Exports from West Asian and North
African economies and Transition Economies addaugbiout half of world exports of oil, gas and
coal. Latin American countries represent a significardrshof exports relating to mining (ores) and
agriculture (vegetable and food products). Expdrtan the Sub-Saharan African region are
significant at a global scale in the energy, minamgl metal ores sectors. The importance of South
Asia as a global exporter is confined to the apparéd textile sectors.
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Between 2006 and 2011 trade growth has varied acsectors. Mining and metal ores, energy
and agriculture have been the fastest growing seatwy while several manufacturing sectors
have grown at a much slower pace. Developing coums have generally outperformed
developed countries in terms of export growth in ahost all product sectors. However, this
trend has not persisted in 2010-2011.

Figure 13 — Sectoral Export Growth of Developed and DeveiggCountries
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Partly prompted by higher energy and commoditygsiand partly by increased demand, the fastest
growing trade sectors in value terms between 20@652011 were mining and metal ores, energy

related sectors, and various agricultural secteigu(e 13a). Export growth has been relatively more
muted in some of the sectors of importance to logome countries such as textiles and apparel.
Exports of office machinery shrank in developed ntdas both because of lower demand and

relocation of production processes to developingnbotes. Between 2006 and 2011 developing

countries' export growth has generally outperforriemt of developed countries in most product

sectors. However, this trend has not persistetheénperiod 2010-2011, during which exports from

developed and developing countries have growmatasirates (Figure 13b).
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3. Trade flows Among/Within Developed and Devel oping countries.

The past decade has witnessed a strong rise in tadbetween developing countries. As a result,
the value of South-South trade has increased to rel levels comparable to North-North trade
in 2011. Trade between developed countries and ddeping countries represents a share of
about 40 percent of world trade.

Figure 14 — Distribution of World Trade between Developed &eveloping Countries
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The increase in world trade between 2002 and 2@klbeen largely driven by the rise in trade
between developing countries (Figure 14). As of 120the value of trade between developing
countries (South-South) is almost as high as tharaale between developed countries (North-
North). In terms of share of world trade, South4Bduade has risen from less than a fifth in 2092 t
almost a third of world trade in 2011. On the othand, North-North trade has increased at a much
lower rate. As a result, the relative importanceéNofth-North trade has declined over time, falling
from almost half of world trade in 2002 to aroundhard in 2011. Trade between developed
countries and developing countries represents ee sbfaabout 40 percent of world trade, which
mainly comprises exports from developing nationghtodeveloped world.

2011
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Developed countries’ exports are concentrated in &@micals, motor vehicles and machineries.
The importance of manufacturing products — especiél communication equipment and office
machinery — in the export basket of developed counés has diminished, while that of
agricultural products, although relatively small, has increased.

Figure 15 — Sectoral Composition of Developed Countries'dera
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Figures 15a and 15b depict the importance of @iffeproduct sectors in the composition of North-
North and North-South trade in terms of export #owrade between developed countries mainly
encompasses trade in chemicals, motor vehicleyamous machinery, which collectively make up
around 40 percent of North-North flows. Conversehe agricultural, textile, apparel and tanning
sectors do not feature prominently in North-Norgde. In general, the export pattern of developed
countries tends to be similar irrespective of wketgoods are destined to other developed or to
developing countries. An exception includes thesaafsfuels (oil, gas and coal) which comprise a
larger share of North-North trade (around 5 peictiran North-South trade (2 percent). In addition,
North-South trade of communication equipment declisignificantly from 11 percent on 2006 to 7
percent in 2011. This is in line with developmentshe communication equipment sector which has
seemingly experienced a relocation of productiemfrdeveloped to developing countries. On the
whole, the importance of manufacturing productspeeially communication equipment and office
machinery — in the export basket of developed a@sthas declined, while that of agricultural
products, although relatively small, has increased.
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The energy-related sectors account for the largegand an increasing) share of exports from
developing countries, estimated at over 25 percefh 2011. Communications equipment also

presents a major export product group in developingiations, especially East Asia.

Figure 16 — Sectoral Composition of Developing Countriesade
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Figures 16a and 16b illustrate the importance ef\hrious product sectors in South-South and
South-North trade in terms of exports flows. Tréldevs originating in developing countries mainly
encompass fuels (oil, gas and coal as well as Ipatro products), communication equipment and
chemicals. The energy sectors account for the sargfeare, representing almost a third of South-
North trade and around a quarter of South-Souttetra 2011. The share of energy-related exports
from developing countries has risen since 2006,mpted by higher demand and prices.
Communications equipment also presents a major rexpoduct group in developing nations,
accounting for circa 15 percent of South-Southdradd 10 percent of South-North trade, although

this largely comprises East Asian exports.
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South-South trade flows have expanded over the padecade, to represent more than half of
developing countries’ trade. East Asia accounts foboth the largest and the fastest growing
share of South-South trade, while wide differencegxist between developing countries and
regions.

Figure 17 — Regional Composition of South-South and Soutst-Baian Trade
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Figure 17a denotes the contribution of South-Stnatthe over total trade, and further decomposes it
among intra-regional flows, related to East-Asia aher South-South trade. The significance of
South-South trade flows for developing countriesvglent when considering that in 2011, in most
cases, they represented more than half of devejomnntry regions’ trade (imports and exports).
This share varies by region, ranging from 40 peraehatin America and Transition Economies to
about 60 percent in South and East Asia. Althougbedain proportion of South-South trade
encompasses intra-regional flows, the largest pablves trade with the East-Asia region. In
addition, while the share of intra-regional tradges ldeclined since 2006, East Asia has become an
increasingly important partner for all other deyetg country regions. Other South-South trade has
also risen, mainly driven by increased trade ofgyneroducts and raw materials.

The scatter diagram (Figure 17b) further illustsatke importance of East Asian economies as
trading partners with other developing countriesthbwithin and outside the region. The scatter

diagram portrays the share of developing countr&sith-South trade (imports and exports) that

takes place with East Asian countries. East Asamties tend to trade to the greatest extent among
themselves, with intra-regional trade representivgr 70 percent of South-South trade in all

countries within the region. More significantly, aAsian countries have become increasingly

important trading partners of many other develomiagntries over the past 10 years, although there
are wide differences at the country level.
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During the last five years, South-South trade hasrgwn at a faster pace than South-North or
North-South trade in all developing regions. In thelast year, South-South trade has continued
to expand relatively faster in East Asia and LatinAmerica countries. However, South-North
trade has generally rebounded more strongly in thether developing regions.

Figure 18 — Trade Growth, by Region and Geographical Ortemadf Flows
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Between 2006 and 2011 trade growth patterns hase sienilar across developing country regions.
In all regions the rate of growth of South-Souttd& has exceeded the rate of growth of trade with
developed countries. With regard to trade betwesmreldping and developed countries, of note is
that North exports to the South have grown fastantSouth export to the North trade in all regions
but the Transition Economies. However, the afordroead trends have not been observed in the
period 2010-2011. Between 2010 and 2011 the ratgaith of South to North trade has exceeded
that of other flows, apart from in East Asia andihaAmerica where South-South trade flows
continued to increase at a faster pace than tratiedeveloped countries.
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Regional trading partners have become increasinglymportant for the large majority of
developing countries. Yet, the magnitude and pacef oegional integration vary both between
and within regions.

Figure 19 — Share of Intra-Regional Trade by Country
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Figure 19 illustrates the share of intra-regionadlé at the country level in 2002 and 2011. As show
in the figure, the large majority of developing otries lie below the 45 percent line, indicatingtth
the share of intra-regional trade has increasechost cases. Nevertheless, the degree of regional
trade integration remains quite diverse both witliml across regions. Most countries in East Asia
are now substantially more interdependent that these in 2002. In extreme cases (Korea D.P.R.,
Laos, Mongolia and Myanmar) the share of trade wetfional partners exceeded 80 percent of their
total trade in 2011. Of note is that China représan outlier in East Asia, its share of intra-oegil
trade being the lowest in the region and declinifigs is largely owing to China’s increased trade
with developed countries. Although the majority Laftin American countries have experienced a
rapid increase in their share of intra-regionadérahis has nonetheless not been the case forasome
the major economies in the region. Moreover, orraye the region’s share of intra-regional trade
remains below 40 percent; only in the case of Baldoes regional trade represent more than half of
total trade. With regard to other regions — with #xception of few landlocked countries and certain
Transition Economies — the share of intra-regidrale, albeit increasing, remains exceedingly low.
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Most East Asian countries are natural trading partrers with each other, as their export and
import profiles match. However, trade complementarly of other developing countries with
regional trade partners is significantly more limited. This suggests that substantial increases in
intra-regional trade are unlikely without major changes in their export and import
compositions.

Figure 20 — Trade Complementarity with Regional Partners
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Figure 20 illustrates the trade complementarityemdf developing countries vis-a-vis their
respective regions. This index provides useful rimf@tion on prospects for intra-regional trade
insofar as it reveals how well the structure ofcairdry’s imports and exports match that of its
regional partners. A high degree of complementasftgn implies more favourable prospects for
intra-regional trade, while changes over time iatBowvhether countries’ trade profiles are becoming
more or less compatible. Although many East Asi@nemies demonstrate the highest potential for
intra-regional trade, this potential has been déedl since 2002 suggesting a possible trend towards
greater extra-regional market orientation. In thasec of other developing countries, their
complementarity with regional trade partners app@auch more limited, indicating that a notable
rise in intra-regional trade is unlikely to takepe without the occurrence of major changes iretrad
structures. For instance, the prospects of Subf8ahafrican countries for greater intra-regional
trade, although becoming more favourable, remanitéd as their import and export profiles do not
match. The potential of increased intra-regionatiér is higher for a number of Latin American
countries as well as key regional economies sudndia, Russia, South Africa and Turkey, all of
which have trade structures well-endowed for fastecloser trade relationships with their regional
partners.
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The last five years has seen growth of intra-regiai trade lag behind growth of overall trade.
The most recent trends also confirm lagging growtlof intra-regional trade in most regions.

Figure 21 — Intra and Extra-Regional Trade Growth by Region
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Although the increase in regional trade is gengrpllomoted in the context of regional trade
agreements, there is no hard evidence that ingiaal trade has been growing at a faster pace than
extra-regional trade, including in the East Asigioa. Figure 21a reports the percentage increase of
intra-regional and extra-regional trade for theiqus of 2006-2011 and 2010-2011 for each of the
six regional country groupings. During the lastefiyears the rate of growth of intra-regional trade
has surpassed that of extra-regional trade ontlgarcase of Latin America. Between 2010 and 2011
the growth of intra-regional trade has outpaced tfaextra-regional trade only for Transition
Economies (Figure 21b). In the case of Sub-Sahafiaca, while extra-regional trade has grown by
almost 30 percent between 2010 and 2011 (largetause of burgeoning trade relations with
emerging markets), intra-regional trade has regidteery limited growth.
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World trade is largely concentrated within Europe, North America and East Asia. While the
importance of East Asia, and particularly China, agplayers in international trade is increasing,
that of developed countries is decreasing.

Table 1 —Matrix of Share of World Trade in 2011 and Chafrgen 2006 (in parenthesis) by Region
and Major Economies

Exporters
West,

Latin Australia South Central Sub
Importers Europe Germany Canada USA Mexico , EastAsia  China Japan Korea  and New ) India Asiaand Saharan
America Asia .
Zealand North Africa
Africa
Europe 16.5% 5.5% 1.6% 0.7% 1.0% 2.4% 0.6% 1.8% 0.5%
P -(1.8%) -(0.8%) -(0.2%) (0.0%) -(0.1%) (0.4%) -(0.2%) (0.0%) (0.0%)
4.7% 0.7%
Germany
-(0.3%) (0.1%)
0/
Canada L8
-(0.3%)
USA 2.0% 0.6% 1.9% 1.5% 0.9% 1.0% 2.5% 0.8% 0.7%
-(0.4%) -(0.2%) -(0.7%) -(0.1%) -(0.2%) -(0.3%) (0.0%) -(0.4%) -(0.1%)
. 1.0%
Mexico
-(0.1%)
. . 0.5% 0.8% 0.9% 0.5%
Latin America
(0.1%) (0.1%) (0.1%) (0.3%)
. 1.0% 0.9% 2.8% 2.5% 1.3% 0.7% 0.8%
East Asia
(0.2%) (0.0%) (0.0%) (0.3%) -(0.1%) (0.1%) (0.1%)
China 1.0% 0.5% 0.7% 0.6% 1.9% 1.1% 0.9% 0.4% 0.7% 0.4%
(0.3%) (0.2%) (0.2%) (0.3%) (0.3%) (0.2%) (0.2%) (0.3%) (0.3%) (0.2%)
0.8% 1.0% 0.8%
Japan
(0.0%) (0.0%) (0.0%)
Korea 0.5%
(0.1%)
Australia and New
Zealand
South Asia
India 0.4% 0.3% 0.3% 0.6%
(0.1%) (0.1%) (0.1%) (0.4%)
West, Central Asia and 1.9% 0.6% 0.7%
North Africa (0.0%) (0.2%) (0.1%)

0.3%

Sub Saharan Africa
(0.1%)

Percentages below 0.25 are omitted

Table 1 presents the distribution of world tradeoas geographic regions and some major countries
in greater detail (excluded from their respectiggions). World trade is largely concentrated within
three regional hubs (namely, Europe, North Amednd East Asia), in addition to a number of
bilateral flows largely involving China, the EU akk®. In particular, intra-European trade represents
about one-fourth of world trade (with Germany acdmg for about 25 percent of this). Trade
within NAFTA represents about 6 percent, while gammong East Asian countries accounts for
about 13 percent of world trade. Substantial tralde exists between US, Europe and East Asia
(especially China). A substantial part of interoatl trade also relates to oil and gas exports from
West Asia and North Africa. Sub-Saharan Africaasgély disconnected from international trade
flows, but for some trade with China and exportshi EU. In assessing trends over time, Table 1
also indicates the rising importance of East Asiagd in particular China, as a key player in
international trade. Since 2006 the share of iatigonal trade involving China, on the one hand, and
virtually all regions and major economies, on tkigeo, has increased.
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During the last decade major emerging markets havencreased their share of world trade,
while shares of developed countries have declineBor example, China’s share has increased
by about 5 percent, matched by a decline of aboutgercent in the US.

Figure 22 — Change in World Trade Shares, by Country
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Figure 22 displays the percentage change in th&ehahare of world trade at the country level
between 2002-2011 and 2006-2011. Over the pastidesraerging economies have gained a larger
share of world trade. China has experienced thatgsegains, its market share in world trade rising
by around 5 percent since 2002. India has alsois®share of world trade rise by around 1 percent,
with notable gains achieved over the past 5 yearsong developed countries only Australia saw an
increase in their share of international trade.t other hand, the decline has been particularly
pronounced in the case of the United States (lgoanound 4 percent since 2002), UK (loosing
almost 1 percent), Canada, France and Japan @asihd almost 0.5 percent).
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China’s increasing presence in global export market has come largely at the expense of
developed countries’ market share and not of othedeveloping countries which, in most cases,
have also gained market share in recent years.

Figure 23 — Change in World Market Share in Four Dynamict&@sg by Country
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Figures 23a-d illustrate market shares in 2006 20l of major exporters in four of the most
dynamic trade sectors. In general, China’s glokpbg market shares have increased substantially,
while those of developed countries have been daglifWith regard to office machinery China’s
gains in terms of export market share (17 percenpagnts) were largely at the expense of US and
Japan. Similar trends, although of a lower magm®ifuate observed in the case of communication
equipment. In the case of apparel, China’s gaimtsden 2006 and 2011 were much smaller, while
Bangladesh and Vietnam also experienced noticegites. For the most part, losses in market share
were distributed across many economies, but weyecesly high for Hong Kong (China). Similar
trends, although of a slightly larger magnitudes abserved in the textile sector with China,
Bangladesh, India and Vietnam increasing their etaskare, while developed countries and Hong

Kong (China) experiencing a loss in market share.
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Over the last 10 years China has become an increagly important trading partner for
virtually all countries. In contrast, the relative importance of major developed economies has

decreased.

Figure 24 — Share of Trade with Major Economies, by Country
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Figures 24a-d depict countries’ share of trade vaHth of four major trading partners as a
proportion of total trade in 2002 and 2011. Over plast 10 years China has become an increasingly
important trading partner almost universally. Whhe US remains an important trading partner for
Latin American countries, the share of US traddwiuntries in the region has declined over time.
For most other developing countries, bilateral éradth the US represented less than 20 percent of
total flows. The EU remains a particularly sigreiit, even if decreasingly so, trading partner for
many West Asian and African countries and Transifi@onomies. Japan trades to a greater extent
with East Asian countries, while the share of leflat trade with other developing countries remains
below 10 percent.
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4. International Trade | ndicators and I ndices

Export growth is mainly driven by the increase in he value of existing trade patterns. Export
growth owing to diversification into new products @ into new markets is less common.

Figure 25 — Intensive and Extensive Margin of Export Growih,Region
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Export growth can be driven by an increase in valuexisting export flows to the same destinations
(intensive margin) or by exports of new productd/anto new destinations (extensive margin). In
general, export growth largely occurs at the intenmargin. Yet, growth at the extensive margin is
indicative of export diversification, which is amportant prerequisite for sustainable export growth
Figure 25 shows that, on average, export growtheaextensive margin has been relatively muted in
developed countries and the East Asian region.@nother hand, export growth at the extensive
margin has been more pronounced in Sub-Saharacaffgountries, Transition Economies and the
region comprising West Asia and North Africa.
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Export diversification acts as a determinant for sgtained economic growth. Yet,
diversification remains relatively limited for many developing nations. Countries in East Asia
and South Asia are among the most diversified, whel those in Sub-Saharan Africa are the
least.

Figure 26 — Export Diversification, by Region
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Figures 26a-b report simple and trade-weightedame= of the Herfindahl index for each regional

grouping. The Herfindahl index is a measure ofdbgree of concentration of the export basket of a
given country. Export concentration can be defiaethe product level (Figure 26a — a lower value
indicates the region is exporting a more varieckbasf HS 6-digit products), or at the product-

destination level (Figure 26b — a lower value iaths the region is exporting a larger number of HS
6-digit products and/or to a larger number of daegions). High concentration levels are generally
interpreted as an indication of vulnerability, agp@ts rely on a small number of export markets
and/or products.

While developed countries’ overall export structisesignificantly diversified, exports of many
developing countries are still concentrated imatéd number of products and supplied to a limited
number of destinations. Among developing countiiles,most diversified regions are East Asia and
South Asia. Sub-Saharan Africa is the least difietsiregion. As can be inferred by the difference
between simple and weighted averages larger cesntend to be more diversified than smaller
ones. This is particularly evident for countrieshe Sub-Saharan Africa region.

Although regional differences are similar in Figur26a and 26b, Figure 26b suggests a stronger
increase in diversification with respect to 200&pexially in the case of Sub-Saharan Africa. This
difference signals that diversification in many deping country regions has largely occurred due
to new export destinations rather than new expartiycts. Another important insight is that East
Asian exports have been becoming less diversiflaath in terms of products and country
destinations. This has resulted from specializatioth a more intra-regional orientation of trade.
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The extent of export diversification varies signiftantly among major developing economies.
Countries abundant in commodities and natural resotces tend to have a less diversified
export basket. The opposite is true for developingountries with a large manufacturing sector.

Figure 27 — Export Diversification of Major Developing Ecances
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Figure 27 reports the Herfindahl concentration indé some major developing economies in 2011
and its deviation from the median of the respeategion. Most of the major developing economies
depict a relatively low index of export concentoatiand often a significantly lower index compared
to the median index for their region. This is natpsising as major developing economies are
generally more diversified than other developingrtdes in their respective region. Countries with
the most diversified export basket are those witlarge manufacturing sector such as China,
Thailand and Turkey. Countries with the least difexd basket are those with exports that rely
heavily on extractive resources, as in the caseanf(l.R of), Nigeria and Venezuela.
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Rising commodity prices alongside new discoveriesnd means of exploitation of natural
resources have resulted in primary products represdging an increasing share of the export
basket of many countries. The growing importance oprimary products is evident not only in
developing countries and economies in transition,ut also in some developed countries.

Figure 28 — Re-Commoditization and De-Commoditization
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Figures 28a-b illustrate the percentage of expafrfgimary products, and its change with respect to
2006. Primary products represent more than 60 peafeexports in several developing countries,
with the figure exceeding 80 percent in certain esasin addition, there has been a re-
commoditization trend as the export structure ohyneountries is now less diversified than it was 5
years ago. This has been observed not only in dpwvel countries and economies in transition, but
also in some developed countries, namely AusteaithCanada. This is partly due to discoveries and
developments in the extraction of natural resourasswell as rising prices of commodities.
However, in some countries re-commoditization hesnbprompted by much lower growth rates of
non-commodity export sectors. In addition, the nambf countries reducing their dependence on
primary product exports appears to be relativelglsm
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Most countries maintain a deficit position in termsof food trade, with imports substantially

higher than exports. Latin America represents a syplus region, while countries in the energy
rich regions of West Asia and North Africa are oft& large net food importers. Between 2006
and 2011 net food trade positions have not changedibstantially, with the exception of China
and the US.

Figure 29 — Food Security: Imports and Exports and Net FDale
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Figure 29a reports the log value of food importd arports in 2011, and a corresponding 45 degree
line. Food security tends to be an important nafigrolicy objective of many countries. Beyond
policy considerations, a country’s net food tradesifion depends on various factors such as
availability of agricultural land, population andmparative advantage. Accordingly, countries in
Latin America — especially Argentina and Braziénd to be large net food exporters.

On the other hand, many of the high income Easamsiconomies are net food importers, with
certain countries recording substantial deficitéood trade. In a similar vein, most countrieshe t
energy rich (and often desert) regions of West Asid North Africa are large net food importers.
The distribution between net food importing and axpg countries tends to be more uniform in
other regions. Between 2006 and 2011, there hame @ major changes in countries’ net food trade
positions, although net positions have generalklygased in value (Figure 29b). Notable exceptions
to this pattern include the US which switched frarslightly deficit position in 2006 into surplus in
2011, and China where the opposite occurred.
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With changes in production and trade costs, produedbn moves around the globe, therefore
shifting countries’ share of world trade. Between Q02 and 2011 the propensity to relocate has
varied by sector. Sectors which have experienced dhier relocation rates include office
machinery, communication equipment, textiles and aparel. Lower relocation rates are found
in chemicals, paper products and the agricultural sctors.

Figure 30 — Change in Export Market Share, by Sector
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Export shares in world trade often shift acrossntoes, with some sectors being more mobile than
others. Figure 30 reports the percentage of expbaishas shifted around the globe for the given
sector in the given period. The figure providesratication of the dynamicity of each sector in term
of relocation of production and export processesiiad the world. During the past 10 years the most
dynamic sector, with almost 40 percent of expatsaating across countries, has been that of office
machinery. Other sectors in which export marketreshahave shifted significantly include
communication equipment, textiles and apparel. Bxploares of mining and metal ores have also
changed substantially, largely owing to an increasAustralia’s market share. On the other hand,
there has been limited change in the market shéarprexision instruments, chemicals, motor
vehicles, tanning, paper products as well as faodnal and vegetable products.
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Export competitiveness in an economic sector ultintaly hinges on comparative advantage.
High income countries tend to have a comparative a@ntage in precision instruments,
machineries and motor vehicles, while low income oatries in apparel, textiles and
agriculture.

Figure 31 — Export Sophistication, by Sector
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Figure 31 reports the PRODY index associated w#bheeconomic sector, and its change with
respect to 2006. PRODY is an index measuring thel lef sophistication of a product. Higher
values of PRODY pertain to sectors which requicddes of production which high income countries
have a comparative advantage in (highly skilledkes and advanced technology). These sectors
are defined as more sophisticated. On the otheat,hawer PRODY values relate to sectors in which
low income countries have a comparative advantagesquiring unskilled labor, easily reproducible
technology and natural resources). Since 2006 R@D of many of the highly sophisticated
sectors has been declining, indicating that low amddle income countries are increasingly
producing these products. This is especially evidethe case of office machinery, exports of which
have moved from high to middle income countriese Triftrease in the PRODY in sectors related to
natural resources is driven by growing exports mérgy products and minerals from developed
countries, especially Australia and Canada.
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A country’s ability to produce and export highly shisticated products typically signifies its
advancement along the technological ladder, resuttg in a higher rate of economic growth.
East Asian countries’ exports tend to be more sopsiicated than those of other countries with
comparable levels of GDP per capita. The reverse his for Latin American countries.

Figure 32 — Export Sophistication and Economic DevelopmentCountry
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The level of sophistication of exports is correthvath economic performance. In general, countries
exporting more sophisticated products are thosarazng faster along the technological ladder, and
therefore achieving higher rates of economic groviAigure 32 shows the relationship between
EXPY (the average PRODY of the exported producta @iven country) and per-capita GDP at
purchasing power parity (in logs). By constructi&iXPY and GDP per capita are positively
correlated, however, what is of consequence is h@netountries are located above or below the
fitted line. Countries lying above the fitted lihave an export structure that is more sophistic@sd
defined by PRODY) than their GDP per capita wouledgct.

Conversely, countries lying below the fitted linepert products that are typically exported by

countries at a lower level of development. Chiraisl most other East Asian countries’ exports are
more sophisticated than what their GDP per capdalévsuggest. In contrast, with the exception of
Mexico, Latin American countries’ export structusemore comparable to that of countries with

lower GDP per capita. For other developing coustregions — especially Sub-Saharan Africa — the
level of export sophistication vis-a-vis GDP pepita is more heterogeneous, with some countries
below and some above export sophistication’s leselgsaged by their GDP per capita.
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Since 2006, the degree of export sophistication hasen more in high and middle income
developing countries than in low income countriesChanges in export sophistication have
varied across major developing economies, even withthe same region.

Figure 33 — Change in Export Sophistication and GDP pertaapy Country
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Between 2006 and 2011 change in the level of sbphi®n of exports has been correlated with
GDP per-capita. Figure 33 illustrates the relatmmdetween the two variables with a fitted line. |
general, EXPY has increased more in high and middieme developing countries than in low
income countries. Among major developing econonti2&?Y has recorded the greatest increase in
China, Colombia, Hong Kong (China), India, IrankiBen and Turkey. EXPY has decreased in the
case of Brazil, Egypt, Indonesia, Korea (Rep &aJaysia and especially the Philippines.
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For a large majority of countries, intra-regional exports are relatively more sophisticated than
extra-regional exports. This suggests that trade wh regional partners could represent an
important stepping stone in achieving technologicalpgrading and learning by exporting.

Figure 34 — Sophistication of Exports, Intra-Regional verExsra-Regional, by Country
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Figure 34 illustrates the difference in the degrésophistication between goods exported to intra-
regional and to extra-regional trade partners.ontries positioned below the 45 degree line, intra
regional exports are more sophisticated than erganal exports, and vice-versa. In a large
majority of developing countries, and especially lend middle income developing countries, export
sophistication is substantially higher for intrgianal flows. This is the case for virtually all tira
American and most Sub-Saharan African countrieBigher level of sophistication of intra-regional
exports indicates that trade with regional partregld represent an important stepping stone in
achieving technological upgrading and learning xyoeting.
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Intra-industry trade represents a large part of international trade. Its importance is higher in
developed and East Asian countries, and lower in loér developing countries, especially in Sub-
Saharan Africa and in the region comprising West Ag and North Africa. This divergence is
likely to persist as trade growth that is intra-industry (vis-a-vis inter-industry) has been lowest
in these two regions.

Figure 35 — Intra-Industry Trade and Change in Marginaldfititdustry Trade, by Region
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Figure 35a depicts aggregate intra-industry tradices computed for developing country regions
either as a simple average or as a trade weightedge. The aggregate intra-industry trade index
provides an overall measure of the relative impm#aof intra-industry trade in an economy’s trade
profile. Higher values generally denote efficiennythe form of specialization and economies of
scale. Developed and East Asian countries exhitgt largest values, meaning that the relative
importance of intra-industry trade in their trad®fpe is the greatest. Countries in Sub Saharan
African region as well as in West Asia and Northiéd stand at the other extreme of the scale, with
index values which are less than half of thoseastAsia.

Figure 35b illustrates the marginal intra-indugtgde index. This index provides an overall measure
of the degree of trade expansion between 2006 &id 2hat was intra-industry versus inter-
industry, with larger values indicating a highelgae of intra-industry trade and lower values a
higher degree of inter-industry trade. Whether wereng simple or trade weighted figures, trade
growth in all regions between 2006 and 2011 has lmeainly driven by increased inter-industry
trade. Trade growth due to intra-industry trade heen lowest in Sub-Saharan African countries and
largest in East and South Asian countries.
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