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� ITC TOOLS FOR TRADE FLOW ANALYSIS AND MARKET RESEARCH

I.� Introduction

1. The International Trade Centre UNCTAD/WTO is the United Nations’ focal point for trade
promotion and international business development in developing countries and transition economies.

2. Trade flow analysis and market research is an indispensable element in trade promotion and
development.  At the national level, governments need to monitor trade performance in order to provide
adequate trade policy support.  Trade support institutions have to set priorities in terms of sectors, partner
countries or instruments in order to get the best mileage out of limited resources.  Firms need to scan the
world market for opportunities for product and market diversification.

3. It is against this background that ITC has developed a set of tools with the explicit objective of
facilitating the monitoring of national trade performance and the design of, and priority setting for, trade
development programmes of both the business sector and trade support institutions.  The present paper
provides a succinct overview of these tools.

4. The majority of these tools are made available on a cost-sharing basis.  Some major results are
also available from ITC’s Internet web site http://www.intracen.org.  For additional information please
contact the Market Analysis Section, Division of Product and Market Development of the International
Trade Centre UNCTAD/WTO.

II.� National Export Potential Surveys

A� Purpose

5. The purpose of National Export Potential Surveys (NEPS) is to provide a basis for the design of a
national trade development strategy.  A NEPS scans strengths and weaknesses of export-oriented firms and
sectors as well as trade support services in the country concerned in view to identifying priority sectors,
firms and instruments for trade promotion programmes.

B� Concept

6. NEPS involve five different steps :

q� Establishment of a national consultative committee comprising both public and private sector
representatives to oversee the exercise and ensure ownership and implementation of results.

q� Preselection of promising export clusters on the basis of close interaction among business associations
and trade support institutions and with inputs from trade flow analysis tools (TradeMaps).
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q� Interview surveys of exporting firms using ITC’s questionnaires developed for this purpose and
collection of feedback from foreign buyers.

q� Analysis of questionnaires and preparation of report with sector-specific, action-oriented  profiles.
Organization of national symposium for disseminating findings, forging a national consensus
q� on major issues and launching the implementation.  Performance Index

III.� Trade Performance Index

A� Purpose

7. The Trade Performance Index (TPI) is a tool for assessing and monitoring the multi-faceted
dimensions of export performance and competitiveness of countries and their principal export sectors.  At
present, the TPI covers 178 countries and 14 different sectors.  It reveals how competitive and diversified a
particular export sector is in comparison to those of other countries.  The TPI covers the basic performance
characteristics.  It brings out gains and losses in world market shares and sheds light on the factors behind
these changes.  Moreover, it monitors the diversification of export products and markets.  The TPI is
limited by its purely quantitative approach.  It does, however, provide a systematic overview of sectoral
export performance and comparative and competitive advantages.

B� Concept

8. The TPI is based on the world’s largest database of trade statistics, namely COMTRADE of the
United Nations Statistics Division.  Thanks to the coverage of COMTRADE of about 90 % of world trade,
the TPI is calculated not only for countries which report their own trade data, but also for over one hundred
primarily low-income countries which do not report national trade statistics and for which the export
performance has been reconstructed on the basis of partner country data.  Although this approach referred
to as mirror statistics has its shortcomings (see the Annex), it does generate a wealth of information which
would otherwise not be available.
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9. For each country and each sector, the TPI provides:

q� a general profile,

q� indicators on the position, which is essentially a static view or photograph of the country’s most recent
export performance, and

q� indicators on changes in the export performance which capture major trends over the recent past.

10. Altogether, the TPI consists of two dozens of quantitative performance indicators.  For ease of
reference, these indicators are presented in absolute terms and, in addition, as ranking among the 178
countries covered by the TPI.

11. Moreover, two composite rankings are calculated, one for the overall position of the country and
sector under review and another one for the change in performance.  The composite ranking on the
position is based on five criteria, namely the value of net exports, per capita exports, the world market
share, the diversification of products, and the diversification of markets.  The composite ranking of the
change in export performance covers the following five criteria:  the change in world market share (and its
decomposition), the trend of the coverage of imports by exports, the specialization on dynamic products,
the change in product diversification and the change in market diversification.

12. In sum, the TPI positions the export sectors of 178 countries on an export competitiveness ladder,
both from a static and a dynamic perspective.

C� Example and explanatory notes

13. The results of the TPI are presented in table format and as a chart.  Table 1 shows the results for
Ethiopia.  The performance indicators are grouped vertically into a general profile, the position in 1997 and
the change between 1993 and 1997.  For each of the five sectors for which Ethiopia is an active exporter,
one column summarizes both values and rankings of the performance indicators.  Table 2 provides an
overview of the indicators in terms of what they mean, how they are calculated, and how they are weighted
in the composite rankings.  Chart 2 finally presents the composite rankings for all export sectors in which
the country has participated with exports above US$ 1 million.

14. The TPI allows comparison of the performance of a country’s export sector with that of other
countries as well as with the performance of other sectors of the same country.  Thus, the TPI sheds light
both on the competitive and the comparative advantage.  Chart 2 brings out clearly how the various sectors
rank on a global scale and which among Ethiopia’s various export sectors is the most competitive in terms
of its position in 1997 or the evolution over the period from 1993 to 1997.

15. There has been a striking difference in Ethiopia’s position and recent changes in trade
performance.  In terms of position, Ethiopia’s export sectors ranked between 82 and 140 for the export
sectors under review.  In terms of change, all of these sectors ranked significantly better, some of them
were even among the 40 leading countries out of a total of 178 countries.

16. Of particular interest is the change in world market share.  Line C1 in Table 1 not only indicates
the overall change in market share, but also the sources.  Does the change in market share primarily reflect
increased competitiveness or adaptation to changes in international demand, or is it merely the result of the
right initial specialization on the most dynamic product within the sector or the most dynamic target
markets ?  These four sources of change in market share are additive:  their sum is equal to the overall
change in market share.
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A� Chart 2 :  Trade Performance Index for Ethiopia
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Table 1:  Trade Performance Index for Ethiopia

Source:  ITC calculations based on COMTRADE of UNSD.

                                Note:  All calculations based on partner country statistics which accounted for 93% of Ethiopia’s 1997 exports according to IMF
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Table 2:  How are the combined rankings of the Trade Performance Index calculated?

��������� 	
��������������� 
�	�����������������
Weight
in the

ranking

P1 Value of net exports How important is the country on the world market? (net exports used to
eliminate re-exports)

Exports less imports 1

P2 Per capita exports How outward looking is the economy? To what extent does the labour
force produce for the world market?

Exports divided by population 1

P3 World market share Success on the world market Percentage share of world imports 1

P4 Diversification of products (Lack of) Dependence on a small number of products and vulnerability to
industry-specific external shocks

See cells below 1

P4a Equivalent number Number of export products of equal size that would lead to the observed
concentration of exports

Inverse of the Herfindhal index 0.50

P4b Spread (Lack of) Concentration of export products by value Weighted standard error 0.50

P5 Diversification of markets (Lack of) Dependence on a small number of export markets and
vulnerability to shock within partner countries

See cells below 1

P5a Equivalent number Number of markets of equal size that would lead to the observed
concentration of exports

Inverse of the Herfindhal index 0.50

P5b Spread (Lack of) Concentration of export markets by value Weighted standard error 0.50

C1 Change in world market share reflecting: Change in global performance Change in the world market share 1

C1a Change in competitiveness Gain in market share due to increased competitiveness Change in the exporting country’s share in destination markets’ imports times by the initial
share of partner countries’ imports in world trade (weighted average of the variation in the
country’s position on elementary markets*)

0.25

C1b Initial geographic specialization Benefits associated with the initial specialization of domestic exporters on
dynamic markets

Initial market share of the exporting country in partner countries times by the change in the
share of partner countries in world trade (weighted average of variations in the relative
importance of export markets)

0.25

C1c Initial product specialization Benefits associated with the initial sectoral specialization of domestic
supply on products characterized by dynamic demand.

Change in the share of elementary markets in world trade times by the difference between
the initial share of the exporting country in elementary markets* and the initial market
share of the exporting country in destination markets (initial product orientation weighted
average of changes in  destination market’s share in world imports)

0.25

C1d Adaptation to changes in world demand Ability to adjust export offer to changes in world demand Change in the share of the elementary markets* in world trade times by the change in the
exporting county’s market share in these elementary markets*

0.25

C2 Trend of the coverage of imports by
exports

Development of sectoral surplus or deficit of exports over imports Growth trend of the coverage ratio (exports divided by imports) over the period 1993-1997
(based on the least-squared method)

1

C3 Correlation with the dynamics of world
demand

Focus of the national export portfolio on the world’s most dynamic
products

Spearman's rank correlation between the country's share of export products in national
exports and the respective trends in world demand

1

C4 Change in the diversification of products Ability to develop new export products See cells below 1

C4a Variation of the equivalent number Change in the number of export products of equal size that would lead to
the observed concentration of exports

Variation in the inverse of the Herfindhal index 0.50

C4b Spread variation Change in the concentration of the export markets by value Variation in the weighted standard error 0.50

C5 Change in the diversification of markets Ability to penetrate new markets See cells below 1

C5a Variation of the equivalent number Change in the number of markets of equal size that would lead to the
observed concentration of exports

Variation in the inverse of the Herfindhal index 0.50

C5b Spread variation Change in the concentration of the distribution of export markets Variation in the weighted standard error 0.50
Notes:  Text in italics refers to components of the indicator above.  All absolute values refer to 1997;  growth rates to the period 1993 - 1997.  World trade is calculated on the basis some 80 reporting countries, which cover approximately 90% of actual world trade.
Coverage of non-reporting countries:  the trade of non-reporting countries is reconstituted on the basis of partner country statistics (mirror statistics).  This approach does not capture trade among non-reporting countries.
*  An elementary market refers to one country’s export of a specific product to a specific market.
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IV� TradeMaps

A� Purpose

17. TradeMaps are a tool for benchmarking export performance, for identifying new markets  and for
monitoring the role of competitors.  TradeMaps focus on specific products rather than broad sectors as the
Trade Performance Index does.  They provide an overview of a country’s export portfolio in terms of the
dynamics of national supply and international demand, and they help to identify champion products for
trade promotion.  They analyse the direction of trade and the positioning of products in target markets.
Overall, TradeMaps provide a reference system for analysing national, bilateral and regional trade patterns.
TradeMaps are particularly useful in the initial phase of setting sectoral and market priorities for trade
promotion.  They provide an orientation on the issues that need to be analysed in greater detail.

B� Concept

18. TradeMaps are derived from COMTRADE.  As in the case of the TPI, mirror statistics are used
for countries which do not report their own trade data.

19. A variety of different TradeMap applications are available.  The annual publication National
export performance and international demand provides a succinct assessment of the dynamics of a
country’s export portfolio.  Results are available on the Internet (see
http://www.intracen.org/mas/smr_inde.htm).  Other applications include Market Diversification
TradeMaps which discern new export markets for a company’s products.  Bilateral TradeMaps identify,
for a given country, promising products for bilateral trade promotion in leading partner countries.
Regional TradeMaps focus on the potential for intra-regional trade development.  Examples of these
TradeMap applications are given in the following sections.

C� National Export TradeMaps

20. TradeMaps are presented as charts, pictograms and tables.  Chart 3 shows an example of the
national trade performance of Romania in terms of its leading export products at a very disaggregated
level.  The same data plus additional indicators are available from table 3 along with an explanation of all
indicators.

21. Chart 3 presents the performance of Romania’s 20 leading export product groups.  It shows the
export value of the products under review (size of the bubbles), and it compares national export growth
(horizontal axis) with the growth of international demand (vertical axis).  In addition, the chart indicates
the average nominal growth of total exports of Romania for the period 1993 to 1997 (dotted vertical
reference line) and the average nominal growth of world imports over the same period, which was 10%
p.a. (horizontal reference line).  Moreover, the diagonal line (i.e. the line of constant world market share)
divides the chart into two parts:  exports of products to the right of this line have grown faster than world
imports and thereby increased their share in the world market.  Conversely, products to the left of the
diagonal line have seen an erosion of their world market share.  The diagonal and the horizontal reference
lines are of particular interest from a trade development perspective, since they divide the chart into four
quadrants with different characteristics.  For ease of reference, each of these quadrants has been given a
name.
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22. Champions - winners in growth markets (upper right, first quadrant):  these are the export
products for which Romania has performed very well.  They comprise particularly dynamic products
which are growing faster than world trade in general, and for which Romania has been able to outperform
world market growth and has increased its share in world imports.

23. Exporters of these products have proven their international competitiveness over the mid-1990s.
Trade promotion efforts for these products are less risky, as there are national success stories, which can
serve as reference points.  Promotional efforts should aim at broadening the supply capacity.

24. Underachievers - losers in growth markets (upper left, second quadrant):  these products
represent particular challenges for trade promotion efforts in Romania.  While international demand has
been growing at above-average rates, Romania has been falling behind.  Its exports have either declined or
grown less dynamically than world trade.  As a result, Romania has been losing international market share.
In general, the bottleneck is not international demand, but rather on the supply side.  For these products, it
is essential to identify and remove the specific bottlenecks, which impede a more dynamic expansion of
exports.

25. Losers in declining markets (lower left, third quadrant):  the export prospects for these products
tend to be bleak.  World imports of the product concerned have increased at a below-average rate or
actually declined, and the market share of Romania has gone down.  Trade promotion efforts for product
groups in this category face an up-hill task.  They need to adopt an integrated approach to take into account
bottlenecks both on the supply and on the demand side.

26. Achievers in adversity - winners in declining markets (lower right, fourth quadrant):  products
in this quadrant are characterized by growing shares of Romanian exporters in world import markets which
are declining or growing below average.  From a trade promotion perspective, niche-marketing strategies
are required to isolate the positive trade performance from the overall decline in these markets.

27. The charts also provide an overview of the concentration of exports:  the appearance of one or a
few comparatively large circles shows that exports are highly concentrated.  It should be noted that the
criterion for distinguishing growing and declining products is the average nominal growth rate of total
world imports from 1993 to 1997, which was at 10% annually.  Products, whose world imports have grown
below this rate - e.g. at 5% yearly - are classified as declining products, as their share in world trade is
declining.  Growth rates are calculated as least-square trends.  Annual trends above 100% have been cut off
and set at 100% p.a.

28. As mentioned in the introduction, the above approach needs to be validated and complemented
by qualitative product expertise in order to serve as a basis for policy applications and product-specific
trade promotion strategies.
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CHART 2

Note:  the area of the circles corresponds to the export value of the product group for Romania.
See explanatory sheet for details.
Source:  ITC calculations based on COMTRADE statistics.
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Explanatory Notes for Table 3

The indicators included in the tables are defined as follows:

All goods (COMTRADE):  The top line gives value, growth and stability information for the country’s total merchandise exports.
In case of mirror statistics, the export value is estimated according to the import data of the major trading nations.  The growth
trends are the source for the positions of the reference lines on national export growth and world imports growth in the chart.

All goods (IMF):  The second line indicates the value of national exports according to national sources as reported by the IMF
Direction of Trade Statistics.  The comparison of this figure with total exports as derived from partner country data provides an
indicator of how well the mirror statistics cover the exports of the country under review.  In a few countries, the mirror statistics
are actually larger than the national data.  This may reflect the CIF-FOB difference in valuation and the non-reporting of exports in
the country under review.

Rank value:  Rank of the 40 leading merchandise export products of Romania at the HS 6-digit level in 1997.

HS:  Product code under the Harmonized System, as arranged by HS category.

Product:  Product description.

Value 1997:  Value of exports of the product in US$ million in 1997.  For any country not reporting at least four years of data, this
is calculated as the sum of imports from that country by all reporting countries.

Trend 93-97:  Annual percentage growth (based on the least-square trend over the last four or five years) of the export value.

Trend stability:  Stability of the trend 93-97.  This figure indicates whether growth trends have been stable or volatile.  Trends are
classified as having a high, medium or low level of stability.  The classification is based on the percentage of variation in export
value explained by the trend.  High stability is defined as an R2 of between 0.70 to 1.00, medium as an R2 between 0.35 and 0.70,
and low as an R2 of less than 0.35.

Volume trend:  Annual percentage growth of quantity of the product under review, 1993-1997, based on the least-square trend
weighted on value.

World trend:  Annual percentage growth of world imports of the product under review, 1993-1997, based on the least-square
trend.

Market share:  Percentage share of exporting country in imports of all reporting countries of the product under review, 1997.

Unit value:  The relative average unit value serves as an indicator for the positioning of products.  Values above (below) 1
suggests that products are positioned in a market segment characterized by above-average (below-average) quality and prices.
Relative unit values have been calculated as the average unit value of the country’s exports of the product under review, divided by
the average unit value of imports from all reporting countries of the product under review.  Relative unit values, which differ from
the average by a factor of ten, i.e. which are larger than 10 or smaller than 0.1, have been replaced in the tables by “n.a.” for not
available.  Such extreme values imply that the concept of relative unit values is not valid for the product group under review.

No.:  Number of import markets which have imported the product concerned from the country under review in 1997.

Leading markets:  Lists the three largest imports markets for the exports of Romania and the product under review in 1997.  The
countries shown in italics have been reporting to the COMTRADE database for less than four years and have therefore not been
taken into account for the calculation of the trend of the country and product under review.

D� Market Diversification TradeMaps

29. Market Diversification TradeMaps analyse the target markets for a specific export product of a
given country.  They benchmark the weight and the dynamics of each target market in national exports
against the weight and dynamics of these markets in world trade.  Put differently, they scan world trade
with a view to identifying particularly dynamic markets and major markets in which the exporting country
is underrepresented.  Moreover, they analyse the positioning of national exports in the target market in
terms of average unit values.  Market Diversification TradeMaps also assess the level and changes in
import tariffs of all major target markets.  All these indicators are useful in the first phase of selecting new
markets.
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30. In addition, Market Diversification TradeMaps shed light on the performance of the competitors
for the product and target market under review by identifying the other sources of supply of the importing
country.  This information is useful for two different purposes.  It can be used as competitive intelligence
as it reveals from which other countries the importing country buys its products and how their market
shares have evolved.  At the same time, this information allows the identification of countries with similar
interests and hence of potential allies in multilateral trade negotiations.

31. Chart 4 gives an example of a Market Diversification TradeMap.  The bubbles in the chart
represent the target markets, with the size of the bubbles corresponding to the size of the import market
under review.  The horizontal axis indicates the share of the target market in national exports.  The position
of the bubbles along the horizontal axis shows whether export markets are diversified or not.  A diversified
export market portfolio consist of several bubbles in the middle range rather than one single market
absorbing the majority of exports.  The vertical axis measures the dynamics of import growth of the
leading target markets.  It follows that large bubbles in the upper part of the chart are of particular interest
as they represent large and fast-growing markets.

32. The lower part of table 4 examines the competitors of Brazilian soya bean exporters in the
leading markets.  Brazil ranks second as a supplier to Japan after the United States which provide three
quarters of total imports.  Moreover, Brazil’s exports have been declining and their relative unit values
have been slightly below average.  Among Japan’s seven leading suppliers, there are four South American
countries.
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CHART 3
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Explanatory Notes for Table 4

The indicators included in the table are defined as follow:

Estimation of World import market:  World import value of the product under review in 1997 based on a combination of mirror
statistics and direct statistics, i.e. the world import calculation is based on the import data of the reporting countries and exports to
the non reporting countries.

Importing country:  Target market.

Value 1997:  Value of imports of target market from Brazil in US$ million, 1997.

Trend 93-97:  Annual percentage growth (based on the least-square trend) of imports of target market of the product under review
from Brazil from 1993 to 1997.

Trend stability:  Stability of the trend 93-97.  This figure indicates whether growth trends have been stable or volatile.  Countries
are classified as having a “High”, “Med.” or “Low” level of stability of growth around the trend.  The classification is based on the
percentage of variation in import value explained by the trend.  High stability is defined as .70 to 1.00, medium as .35 to .69, and
low as .00 to .34.  This measure will be greater when the value has been less volatile.

Market share in Brazil’s exports:  Percentage share of target market in Brazil’s total exports of the product under review, 1997.

Relative unit value in Brazil’s exports:  For each product, the relative average unit value serves as an indicator for the
positioning of markets on quality/price segments in 1997.  Values above (below) 1 suggests that products are positioned in a
market segment characterized by above-average (below-average) quality/price.  Relative unit values have been calculated as the
average unit value of Brazil’s exports of the product under review to the target market, divided by the average unit value of
Brazilian exports to the world of the product under review.  Relative unit values, which differ from the average by a factor of 10,
i.e. which are larger than 10 or smaller than 0.1, have been replaced in the tables by n.a. for not available.  Such extreme values
imply that products within the same product group are too heterogeneous to permit an analysis of relative unit values.

World share of the target market:  Percentage share of target market in world imports, 1997 (in %) based on mixed of mirror
statistics and direct statistics, i.e. the world import calculation is based on the import data of the reporting countries and exports to
the non reporting countries.

Trend 93-97 of the target market:  Annual percentage growth (based on the least-square trend) of imports of target market of the
product under review from all countries from 1993 to 1997.  Only the countries that reported their data to the COMTRADE
database for at least four years between 1993 and 1997 have a calculated trend.

Relative unit value of the target market: For each product, the relative average unit value serves as an indicator for the
positioning of target market on quality/price segments on world import market in 1997.  Values above (below) 1 suggests that
products are positioned in a market segment characterized by above-average (below-average) quality/price.  Relative average unit
values have been calculated as  average unit value of imports of target market, divided by the average unit value of imports of all
countries of the product under review.  Calculations are based on mirror data (exports).  Relative unit values, which differ from the
average by a factor of 10, i.e. which are larger than 10 or smaller than 0.1, have been replaced in the tables by n.a. for not
available.

General note:  When the country under review did not report data for each of the four years, the calculations are based on mirror
statistics, i.e. the import data of the major trading nations reporting to the United Nations Statistical Office.
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E� Bilateral and Regional TradeMaps

33. Bilateral TradeMaps analyse the potential for stimulating bilateral trade between two countries.
They have been developed for promoting bilateral trade, and they have been designed in particular for
commercial trade representatives in charge of promoting trade between their home country and the country
where they are stationed.  Similarly, they can be used for preparing bilateral trade contacts and
negotiations.

34. Regional TradeMaps are widely used in intra-regional trade promotion programmes   and
especially for the promotion of South-South trade.  They help to identify intra-regional trade potential and
facilitate the selection of priority products and partner countries in the preparation of buyers-sellers
meetings.

35. Table 5 provides a summary of a Bilateral TradeMap for Lithuanian exports to Belgium.  The
table highlights the prospects for expanding the trade for six selected products.  Prospects seems to be
favourable for Lithuanian exporters of urea to Belgium, as the import demand in Belgium is significant and
very dynamic, and Lithuanian exports have proven to be quite competitive.

Table 5
Potential for expanding Lithuanian exports to Belgium

Existing trade Import demand in BELGIUM Supply in Lithuania

Product Score Value
US$ m

Growth
pattern

Value
US$ m

Growth
pattern

Price Suppl.
count.

Value
US$ m

Growth
pattern

Price

Milk powder •• 12 • 980 • aver. EU 450 • -

Urea •• 40   •• 4,500 •••• aver. EU,
RUS

2,300 •• -

Phosphates •• 60   •• 1,100 • aver. RUS,
ZAF

400 •••• aver.

Lumber • 55 •••• 7,000 • aver. CAN,
EU

3,100 •••• --

Women’s

overcoats

• 49 •••• 6,000 •• + EU 2,500 •• aver.

Women’s
trousers

•• 21 ••• 5,000 • + EU 880 ••• ++
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Explanatory Notes for Table 5

The indicators included in the tables are defined as follows:

Product:  Abbreviated product description corresponding to a HS 6-digit position.

Score:  Overall evaluation of the prospects to expand the trade (range:  zero to three smiling faces).

Existing trade

Value US$ m.:  Value of present trade from Lithuania to Belgium (in this case 1996).

Growth pattern:  Evolution of the trade from Lithuania to Belgium over the last five years (92-96 here), in
comparison to the evolution of the world trade for the corresponding product (range: •••• to  •••).

Import demand in Belgium

Value US$ m.: Value of present trade from the world to Belgium according to most recent figures (1996).

Growth pattern: Evolution of the trade from the world to Belgium over the last five years (92-96 here), in
comparison to the evolution of the world trade for the corresponding product (range: ••• to •••).

Price:  Serves as an indicator for the positioning of products.  For low market segment (cheap), "-" symbols are used
whilst for high market segment (expensive), "+" symbols are used.  It is based on the calculation of relative average
unit values (see previous box).

Suppl. count.:  leading supplying countries of Belgium's imports.

Supply in Lithuania

Value US$ m.:  Value of present trade from Lithuania to the world  (1996).

Growth pattern:  Evolution of the trade from Lithuania to the world over the last five years (92-96 here), in
comparison to the evolution of the world trade for the corresponding product (range:  •••• to •••).

Price:  Serves as an indicator for the positioning of products.  For low market segment (cheap), "-" symbols are used
whilst for high market segment (expensive), "+" symbols are used.  It is based on the calculation of relative average
unit values (see previous box).
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F� Interactive TradeMaps

36. The purpose of Interactive TradeMaps is to make TradeMap applications available on the
Internet for a specific user group and in an interactive manner.  They provide users with access to
indicators on national export performance, international demand, alternative markets and the role of
competitors from the perspective of their products and countries.

37. Interactive TradeMaps are of particular interest for servicing larger user groups irrespective of
whether they are from the public sector (e.g. the commercial attachés of a particular country) or the private
sector (exporters working closely with a trade promotion body).

38. Interactive TradeMaps provide the following cycle of analytical steps for a specific exporting
country and export product defined at the 2, 4 or 6-digit level of the Harmonized System:

q� Analysis of present export markets:  examination of the performance in the country’s present export
markets for the product under review.  Information is given on values and quantities, trends and market
shares and on unit values.

q� Pre-selection of priority markets:  overview of the world’s major importing countries, with
indicators total exports of this market, import values and quantities from the exporting country under
review, trends, market shares, unit values and rankings.  This information is available as bubble chart
and as table.

q� Overview of competitors in the global market:  ranking of competing countries exporting the same
product in terms of value with additional indicators on quantities, growth and market shares.

q� Assessment of competitors in specific export market:  listing of all leading competitors in any of the
leading target markets, with information on the export performance of these competitors in terms of
values, market shares, quantities, and trends.  Again, the information is available both in graphic and in
table format.

q� Review of opportunities for product diversification in specific export market:  comparative
assessment of import demand for related products (products in the same group of the Harmonized
System) in the market under review.  Indicators cast light on import values and quantities, growth rates
and market shares.

39. In the case of Interactive TradeMaps, ITC creates a special Internet site for the partner institution
requesting this service which also administers access to this site on the basis of passwords.
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V�  PC-TAS

A� Purpose

40. The purpose of the CD-ROM PC-TAS is to make very detailed export and import data available
for market research.  PC-TAS contains the most recent data of COMTRADE, the world’s largest trade
database maintained by the United Nations Statistics Division (UNSD).  The CD-ROM has been developed
for companies wanting to pre-select new export markets, analyse the export performance of competing
countries and identify new sources of supply.  For public sector institutions, it provides raw data for
developing national trade strategies and for monitoring national export performance.

B� Concept

41. PC-TAS has been developed jointly with UNSD.  It covers export and import statistics over the
most recent five years for some 80 reporting countries.  PC-TAS is available for two different product
nomenclatures, namely the slightly more aggregated Standard International Trade Classification SITC
covering 3500 products and the more detailed Harmonized System, the universally used customs
nomenclature with over 5,000 products.

42. The retrieval software has numerous selection parameters and allows data transfer to other
software programmes.  The following page provides examples of the outputs of PC-TAS.

C� Updates

43. PC-TAS is updated annually in late autumn.  It can be ordered from ITC (see contact data on title
page or special email PC-TAS@intracen.org).  The price for the 1999 edition (either SITC or HS) covering
the five years from 1994 to 1998 is US$ 900 with a 50% reduction for clients from developing countries
and economies in transition.
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� Import Screening Table :
According to the parameters selected, this mechanism provides a
holistic view of the total trade value. The example, given above, shows
the world’s leading importers of T-shirts.

Reporter Estimation:�
This tool estimates a reporter’s trade with selected partner countries, for
a specific product. In cases where the reporter has not provided regular
data, results can be obtained through the partner’s trade value with the
reporter (mirror statistics). The example above (top-right), ranks in
descending order, the main exporters of T-shirts from Viet Nam.

Further search mechanisms include:
 �  Product Ranking

�
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     Chart 5:  Description of  PC-TAS
                          Functions
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VI� TradeSim

A� Purpose

44. TradeSim is an econometric model whose main objective is to estimate the bilateral trade
potential of developing countries and economies in transition with any of their partner countries.  ITC’s
model builds on the recent progress in the theoretical foundations and on the empirical robustness of
gravity models for the analysis of international trade (see the background paper on «TradeSim, the ITC-
MAS Simulation Model of Bilateral Trade Potentials», for further details).  Although several gravity
models are maintained by other institutions, none of them corresponds to the specific needs of ITC’s
partner countries, namely a model designed for developing and transition economies that differentiates by
major industrial sector.

45. TradeSim provides estimations of trade potential at both aggregated and sectoral level.  Other
applications include an assessment of regional, South-South integration potential and the dynamics of
comparative advantages.

46. TradeSim has been developed for trade support institutions, trade representatives and
international institutions.  It is of particular interest for assessing the trade potential among countries which
have had limited trade relations in the past.  Hence the input of TradeSim for national export potential
surveys.  Many other applications exist.  For example, TradeSim has been used by UNCTAD to estimate
the impact of weak infrastructure on trade and development for several African land-locked countries.

B� Concept

47. TradeSim is an econometric model based on macro-economic and other country data (GDP, GDP
per capita, existence of trade agreements between countries, geographic distances, cultural factors, etc.).  In
the present version, data for 1995 and 1996 has been used.  As TradeSim is a structural tool, it is not
essential to work with the most recent data.  What matters is the panel of selected countries and the
underlying modeling assumptions.

48. In opposition to most existing model, which are focused on trade flows for industrialized
countries, TradeSim has been built especially from the perspective of developing countries' exports.  The
other specificity of this model is that products are classified into 14 sectors that can be modeled separately.

49. In order to cope with the various applications, TradeSim encompasses a set of models rather than
a unique model.  The differences lie in the purpose of each model and consequently the panel of selected
countries.  In the South-World model, there are 53 exporting countries (developing countries and transition
economies) and 75 partner countries.  Countries affected by recent political instability, producing
unreliable data, of a too small size or whose re-exports are significant have been excluded from the model.
In the South-South model, partner countries from industrialized countries have been removed from the
sample.

C� Example

50. The chart below shows present and potential export markets for Senegal.  It is based on partner
countries' statistics.  It brings out the following points:
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The EU is by far the most important market for Senegalese exporters, but size, proximity and other major
characteristics of the EU market suggest that there is still untapped potential for increasing exports to the
EU.  Within the EU, Germany and the United Kingdom come out as the countries with the most interesting
potential in terms of the discrepancy between trade potential, on the one hand, and actual trade, on the
other.  Similarly, Senegalese exporters seem to be  underrepresented in Belgium and the Netherlands.

51. In contrast, Senegalese exporters have been extremely successful with respect to the three
Mediterranean countries France, Italy and Spain, where their import share is larger than would have been
expected.  Similarly, Portugal and Greece are markets in which Senegalese exporters have excelled:  in
absolute terms, these markets are more important for Senegalese exporters than Belgium, Germany, the
Netherlands, Sweden or Austria.  This could be associated to preferences in consumption, Greece and
Portugal purchasing large amounts of sea food products, leading export products of Senegal.

Chart 6

52. When comparing the real and the simulated export structure of Senegal by sectors, some
significant discrepancies emerge (see Table 6).  First of all, for processed food, Senegal outperforms given
its macro-economic characteristics.  Indeed, the relative share of processed food is three times as large as
expected, reflecting Senegal’s comparative advantage in preserved and prepared seafood.  The positive
performance in processed food correlates with a relatively smaller share of fresh food exports.  Chemicals,
and in particular fertilizers, represent another positive export performance.
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Table 6:  Observed and simulated export structure by sector, Senegal, 1995-96

Sector
(key export products in brackets)

Observed trade
(US$ million)

Present
structure

(%)

Simulated
structure

(%)
Fresh food and agro-based products (fresh and frozen fish,
crustaceans, cotton)

251 54% 81%

Processed food and agro-based processed products
(smoked, salted, prepared fish, arachid oil)

158 34% 10%

Wood, wood products and paper 1 0% 2%

Yarn, fabrics and textiles 3 1% 1%

Chemicals (manufactured fertilizers) 28 6% 1%

Leather and leather products 3 1% 0%

Metal and other basic manufacturing 0 0% 1%

Non-electric machinery 4 1% 0%

Computers, telecomm;  cons. Electronics 3 1% 0%

Electronic components 1 0% 0%

Transport equipment 1 0% 0%

Clothing 1 0% 2%

Misc. manufacturing 6 1% 1%

Petroleum Products 4 1% 0%

Total trade 463

Source:  Present trade figures are based on UN data (average over the 95-96 period).  Simulations are based on TradeSim.

53. According to the model, Senegal could perform better for clothing, metal products and wood and
paper.  Garments may represent indeed promising export opportunities, in view of local traditions, labour
costs and the availability of cotton in Senegal and the region (Benin, Burkina Faso and Mali).  With respect
to wood and paper, the result is less realistic, as Senegal is not endowed with forestry resources.

54. For all of the sectoral results, one should keep in mind that simulated trade flows by sector need
to be adjusted since residuals refer at least partially to comparative advantages.

VII� Reliability of trade statistics

55. In general, trade statistics are among the more reliable sets of economic and business data,
primarily because they are generated as a by-product of customs procedures.  Yet, the reliability of trade
data is far from perfect and users of trade data need to be aware of the short-comings of the country- and
product-specifc data they analyse.

56. In support of users of trade data, ITC has established a facility on ITC’s Web site which
compares the two observations typically available for each trade flow, namely the data of the exporting and
the importing country.  This Web site covers all countries reporting trade data to the UNSD COMTRADE
database in 1997.  For each of these 89 countries, this Web site provides four pages covering exports by
leading products and exports by leading partner countries as well as imports by leading products and
imports by leading partner countries.  Products are defined at the HS 4-digit level.  Table 7 provides and
example.
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Table 7:
Comparison of Bangladesh’s import statistics with those of partner countries, 1997

57. The tables on imports by products provide information on the following items:

• � The import value (cif) and the number of partners according to the reporting country;

• � The import value (fob) and the number of partners according to partner countries;

• � The ratio of 1 to 2;

• � The ratio of world imports and exports for the product under review;

• � The Measurement of Agreement which is a more precise way of measuring discrepancies in terms of
values, quantities and for world trade of the product under review.  It is defined as the absolute value
of exports minus imports divided by the sum of exports and imports (see the explanatory notes on the
Web for more details).
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Foreign Trade Statistics as a Basis for Strategic Market Research
What Users Should Take into Consideration

Foreign trade statistics provide a differentiated picture of trade flows among countries.  They are comprehensive in
terms of product coverage (more than 5,000 products under the Harmonized System), geographical coverage (over 80
countries covering 90% of world trade) and time series (data under the Harmonized System are available for the last
decade).  Moreover, they are readily available at moderate costs.  This makes them an attractive source for market
research and the assessment of trade performance.

Against this background, ITC has developed a number of tools for international marketing and trade promotion based
on trade statistics.  TradeMaps, the Trade Performance Index, the CD-ROM PC-TAS and ChinaTraders are cases in
point.  All of these tools strive to present trade statistics in an analytical and user-friendly format.  Notwithstanding
the attractiveness of this comprehensive source of information, users should factor in the following weak points of
foreign trade statistics:

q� Trade data are never complete.  Smuggling and non-reporting represent a serious problem in a number of
countries.  In addition, trade statistics – as any source of information – are not free of mistakes and omissions.

q� Most countries include imports for re-exports and re-exports in their trade statistics.  A low-income country may
be an exporter of airplanes simply because its national airline has sold second-hand planes.

q� According to international conventions for reporting trade statistics, the export value refers to the total or contract
value, which may, of course, be very different from local value added.  For many processing activities, for
instance, the local value added remains below 20% of the export value.

q� Detailed trade statistics are available only for merchandise trade and not for services, although the latter may
account for a sizeable share of national exports.

q� Even at the lowest level of disaggregation, product groups in the trade nomenclatures do not necessarily reflect
trade names and often contain a wide spread of different products.  Moreover, the product nomenclature is
sometimes misleading.  The labels of aggregated product groups are often very general and provide at times only
limited guidance on the leading items within the group of products concerned.

q� Exchange rates fluctuations are not always properly recorded in international trade statistics.  Values are
normally aggregated over the period of one year in local currency and converted into US dollars.

q� For countries which do not report trade data to the United Nations, ITC uses partner country data, an approach
referred to as mirror statistics.  Mirror statistics are a second-best solution.  They are better than having no data at
all.  At the same time, they have a number of shortcomings when compared to the first-best solution of nationally
reported data.  First and foremost, they do not cover trade with other non-reporting countries.  As a result, mirror
statistics hardly cover South-South trade.  For an assessment of intra-African trade, for instance, mirror statistics
are not a suitable source of information.  Second, there is the problem of transshipments, which may hide the
actual source of supply.  Third, mirror statistics invert the reporting standards by valuating exports in cif terms
(i.e. including transport cost and insurance) and imports in fob terms (excluding these items).

In view of the above shortcomings, they should never be the sole source of insight but need to be complemented by
other sources and in particular cross-checked by product specialists and industry insiders.  Overall, ITC’s experience
suggests that trade statistics represent a very useful source of information and a valid point of departure for strategic
market research, if analysed with a healthy mix of scepticism and pragmatism vis-à-vis their strength and
shortcomings.
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Abbreviations

CIF Cost, insurance and freight
FOB Free on board
HS Harmonized System
IMF International Monetary Fund
ITC International Trade Centre UNCTAD/WTO
LDCs Least developed countries
m. million
p.a. per annum
PC-TAS Trade Analysis System on Personal Computer
RUV relative unit value
SACU Southern African Customs Union
SI Specialization Index
SITC Standard International Trade Classification
TPI Trade Performance Index
UNCTAD United Nations Conference on Trade and Development
UNSD United Nations Statistics Division
WTO World Trade Organization


