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Grubel-Lloyd Index (1)

« Measures the degree of trade within the same
branch at the product level, i.e. the intra-industrial
trade.

* Mechanically, the share of intra-industry trade
rises with the level of sectoral aggregation

« Itis recommended to use SITC at 3 digits for
analysis of industries.
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Grubel-Lloyd Index (2)

* The calculation can be performed for only one
sector or for the country’s total. At the same time,
for groups of countries it must be weighted.
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Grubel-Lloyd Index (3)

« The index gives results between 0 and 1 whereby
three levels are defined:

 greater than 0.33 (indications for intra-
industrial trade),

» greater than 0.10 but smaller than 0.33
(potential intra-industry trade),

* and smaller than 0.10 (inter-industrial
relations).




Grubel-Lloyd Index (4)

Evolution of Global IIT, 1962-2006 (‘Long Coverage’ Sample)
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Grubel-Lloyd Index (5)

GLI for bilateral trade with selected partners

®2000-2001 m™2015-2016

Source: Authors based on data from COMTRADE.

Note: Each bar represents an average of the annual index. Sectorial data: SITC Rev2 3 digits



Trade Overlap Index

« Measures the level of specialization within a
sector relative to the trade between distinct
sectors, thereby showing the degree of
liberalization and integration of the economy in
the international market.

* Its value lies between O (inter-) and 1 (intra-
industrial trade).
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Herfindahl-Hirschman Index (HHI)

« Measures the degree of diversification/
concentration by weighting each product or trade
partner according to its relevance in total trade.

« The normalized index varies between 0 and 1.
« Values greater than 0.18 : “concentrated” trade

* Value between 0.10 and 0.18: “moderately
concentrated” trade

 Value between 0 and 0.10 : “diversified” trade




Analysis of the Herfindahl-
Hirschmann Index (1)

Latin America and the Caribbean: HHI combined for
Destinations and Products, 2010-2012
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Analysis of the Herfindahl-
Hirschmann Index (2)

Latin America: Development of the HHI, 1999-2001 and 2010-2012
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Thell Index

* Diversification measure: alternative to the HHI
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|t can be decomposed in two parts: the degree of
diversification between a group and the other
within each group (e.g. at different digits from a

classification)
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Thell Index

* Between-group component:
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« Cadot, Carrere & Strauss-Kahn (2013)



Intra-Regional Trade Index (IRT)

* Perhaps the best known and simplest indicator to
measure the importance of intraregional trade flows.

|t relates the total mutual trade between members of a
customs union or trade agreement to the trade of the
group of countries with the entire world.

« |t directly shows which share of the grouping’s total
trade takes place between the members.

IRT —exports =Y x, /Y X,
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@ Analysis of Intra-Regional Trade
i

Integration Schemes: Development of Intra-Regional Trade (exports), 1990 - 2013
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Source: ECLAC based on data from the integration schemes
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Trade Intensity Index

This index corrects the bias of the IRT index by
weighting by the group’s corresponding share of world
trade. The equations of the IRT index are modified in

the following way:
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Analysis of Intra-Regional Trade, corrected

Integration Schemes: Development of the Trade Intensity Index (exports), 1990 - 2012

Andean Community 19.4 12.4
Caribbean Community 824 177.7 1539 1420 1314
Central American Common Market 1496 146.6 1275 197.0 183.4

Southern Common Market 6.8 15.0 16.0 8.3 8.5

Source: ECLAC based on data from the integration schemes and WTO.




Trade Potential Index

 The indicator calculates the maximum trade flow that
the members of an integration scheme could realize.

* From a political point of view, it is more or less a
measure for the benefits from intra-regional
preferences that the countries grant themselves
mutually in the considered regional grouping.
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@ . .
Analysis of Trade Potential

CARICOM: evolution of trade potential, 2000-2015
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Exercises

 How has the concentration of Jamaica’s exports
to the United States changed between 2000 and
20157

Calculate the HHI for 2000, 2005, 2010 and 2015 using
export data.

* In 2010, which sectors in Jamaica’s exports to
the Dominican Republic showed the highest
levels of intra-industry trade?

« What was the country-level GLI between Jamaica
and the Dominican Republic in 20107
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