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Part One

Market Window Analysis
(Unmet Profitable Demand)

Concept & Estimation Methodology



Prioritizing indicators and screening criteria:

The state of the art methodology to set priorities and screen markets and
products in the fresh produce export market analysis consists normally of four
types of prioritizing indicators and screening criteria;

(A) Potential market size,
(B) Potential profitability,

(C) Competitive position, and
{D) Export country potential.

Inside these four general types, mmmogy‘mmm
indicators for twelve specific prioritization and screening oiteria

developing mmtmmmmmmmwmm
specific tems as intermediate.

The mlmmwmgm(x)ymmmm

A. Potential Market Sixe
1. Total Market Size {total consumption as indicator of consumer

eating preferences);
2, Import Market Size (seasonal imports as indicator of capacity of

self-supply); and
3. Profitable Demand Market Size during the Egyptian Seasonal Export

Window.,
B. Potential Profitability and Value Added
4, Profit and Margins per Metric Ton;
5. Total Profits for Profitable Demand Volumes,

poskion;
11. Country exports to the potential export markets anxd the capabiity
of delivering high quality products

“Ihe melhodology, specially what so called Profitsble Denend Ansiysis™ ., hes been
developad few years ago by SRD-group. Appiications of this methodology in different
countries and for different products proves that this good and warkabie melhodology in

most cases,



Pricwitization Methodology

A. Potential Market Size

The objective of the market size screening criteria and quantitative indicators
is to give priority to the largest volume opportunities among the potential
markets analyzed. Three separate, but related, market size concepts are
developed in the three component screening criteria and quantitative

indicators;

Screening criteria As an indicator of
(1) Historical consumption Consumer eating pattems and
volumes and trends preferences
2) Historical import volumes  Capability to self-supply, Import
and trends by season dependence, and capacity to fund
impsrts
(3) Profitable Demand Unsaturated  potential  import
volumes during the Egyptian
seasonal export window,

1. Total Market Size

Total consumption, including recent total and per capita volumes and
jong term trends, will be used as indicators of consumers eating
preferences and patterns. The intent of this indicator is to priotitize
those markets where large consumption gives evidence of established
and stable consumer product awareness and eating pattermn dependence.

2. Import Market Size

Seasonal import volumes during recent years, and longer term trends,
will be used as indicators of three market size concepts:

a. The capability of the country to self-supply its consumption demand

b. The demonstrated capability of consumers, marketers and importers
and related infrastructure to handle, store, transport and pay for
imports to meet local production gaps.

¢. The demonstrated capability of the economy to fund the foreign
exchange requirements of these imports.

3, Profitable Demand Market Size

The Profitable Demand concept of market size is defined as the volume of a
particuar product which a specific country market has consumer demand
capacity to import above recent year levels during the Egyptian seasonal
export supply window at prices to Egyptian exporters above their Egyptian
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break-even cost level, The Profitable Demand concept develops a quantitative
estimate of the volume of unmet consumer demand at, or above, prices
which would be break-even or better for the Egyptian exporters during the
seasonal window when Egypt can supply to that market.

The profitable demand concept and methodology address the issue that
quantity and price interact and that a single iarge supplier, andfor a number
of smaller but significant suppliers can and will affect prices with the volumes
they supply. This methodology provides a relatively simple method for
estimating the seasonal import volume and unmet volume demand issues
from the point of view of a particular supplier, such as Egypt. By estimating a
sale price at which an Egyptian supplier would break-even, the methodology
utilizes historical volume and price data to  estimate how much additional
product this market would absorb during the months Egypt could potentially
supply before the price would be forced below that break-even price. The
following section indudes additional conceptual and methodological detall on
the Profitable demand™ methodology Is as follows.

Methodology Note:
Profitable Demand Concept and Estimation Methodology

Knowing when the market window of opportunity ocowrs in a given market &
much simpler than knowing the depth or magnitude of the window. To
estimate the depth of the market at the Egyptian break-even price requires
additional logic and analytical effort. In order to understand the resulls of this
additional analysis, R is necessary to understand some of the underlying
methodology and evidence of its soundness. This explanation of the concept
and methodology used for estimation presents a case study using data for
Egyptian grapes in the German market. This case study Bustrates the MT]
methodology used for all products and markets except for a few special cases.
SED™ has developed this practical way of estimating weekly market window
depth, which called Profitable Demand. To estimate the "depth® of the market
window requires not only weekly wholesale price data for a particular market,
but also weekly marketed quantities, ]

Weekly S upply. Figure 1 outlines total weekdy supply quantities avadable in
the Genman market from domestic and imported sources. Weekly supplies are
very small during the first B weeks of the year and then increase to about
20,000 metric tons per week in March. By May and June supply rates have
decreased to about 10,000 Mt/week. By end of July supply rates have
increased to about 70,000 Mt/week, and then reach a peak of over 95,000
MT/week in August and September. There was a sharp tkop In supply in May
and by November and December the supplies are again wvery low. Since
grapes will spoill in less than one week, this supply must be consumed or

2SRD group ideas with some shight modification and recent data.
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Priocitization Metwdalogy

processed rapidly. The type of weekly quantity supply data displayed in figure
1 is necessary for making the Profitable Demand estimates used in this

analysis.
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Supply & Break-even Price Intercept Points . The first step in estimating
Profitable Demand, which is to identify the points during the year when the
wholesale price is equal to the Egyptian Break-even price. The Egyptian
Break-even price is the total cost of production, packing, transport, tariffs and
handling to place one kilo of grapes in a German wholesale market. In the
case of Egyptian grapes in the German market, the break-even priceis
approximately $2 per. The average wholesale price in 11 German wholesale
markets in 1995 was $2.75/kg during the 15" and 25™ weeks of the year.
The double XX in figures 2-4 indicated the quantities marketed in Germany in
the in the 15" and 25" weeks. These points are calied the break-even
quantity Intercept points and represent the guantities marketed at the
Egyptian break-even price. From Figure 1 we can see that this quantity is
approximately 50,000 metric tons per week. This is a very important strategic
fact for a potential Egyptian exporter to know about each market since it tells
him the quantity that market can absorb each week at or above prices which

will give him profit.

The more important question, however, is how strong or deep demand would
be during the "window" period after the 25" week and before the 15" week.
A review of price and volume patterns for the last three years indicates that
these points are acceptably consistent. It is clear therefore that German
consumer in the 15 and 25 weeks will pay retail prices supporting a

Part ono- Page &
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wholesale price around of around $2.75/kg for approximately 5,100 iilos per
week., If volumes increase (as &neydoﬁmﬂzelS‘toﬂneZS‘waeis)ﬂve
prices will drop below the break-even point. What the Egyptian
grower/exporter needs to know about the market is what quantity will be
absorbed per week at of above $2.75/kg in the periods from July to March.
Figwe 4 present Profitable Demand levels as a horizontal ine whose shape is
drawn on the basis of three alternative demand theories or hypotheses,

A.Reduced Off-Season Demand due to Cultural Diet Patterns. One
possible seasonal demand hypothesis is that German consumers have an
on-season preference for consuming grapes in their diet, which is based
on historical customn. Under German dimactic conditions fresh grapes have
been produced for centuries mostly in August-Sept. This hypothesis
argues that Germans therefore have customarily prepared meals during
that season that inchude grapes and therefore have a high astomary
preference for fresh grapes during that season. This argument would
suggest that if the same quantity of grapes were offered to them in
Jamupary their demand would be reduced and hence the price they would
be willing to pay for an equal quantity would be less, Conversely, the
quantity they were willing to consume, assuming this on-season
mmmmmbemmhmmmm

mm:ww-mmwmww_wm
Suppty&Estknated Profitable Dofang -
Table Grape in the German Markst 1”8

- Egypt Market Window

IR

Since the quantity they were willing to consume in August at the break-even
price of $2.75/kg was 5,100 tons, the quantity demanded in January would
have to be less. The Reduced Off-Season Demand hypothesis would give rise
to a Profitable Demand line shaped like Figure 1 where the quantity
demanded drops on both sides of the intercept points.

Post ea Page 5
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B. Increased Off-Season Demand due to Cross Elasticities. The second
possible theory or hypothesis about off-season demand is just the opposite of
the first and argues that the demand for fresh grapes is actually higher during
the off-season when they have not historically been available from domestic
sources. This argument is based on a well-known economic theory called
cross elasticity of demand. This theory argues that the demand for any single
product is determined in part by the availability or supply of competing

products.

_ Flgure 3, Increased Off-Season Demand due to Cross Elas

Supply & Estimated Profitable Demand
. Table Gripe in the German Market 19§
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In our case this theory would argue that during the summer months from
August-October German household are faced with an abundance of fresh
grapes and with many other fresh fruits such as cherries, peaches etc.
Demand for any single one of these fresh fruits will be depressed because so
many of their logical competing substitutes are available. Thus, this theory
argues, housewives would pay more for the same quantity of grapes offered
in January when the available substitutes are scarce, If the Profitable Demand
line were drawn based on the cross-elasticity theory it would have the same
illustrated in Figure 2 where a larger quantity would be demanded at or above
the break-even price as one moved further off-season from the intercept

points

i:. Flat Seasonal Demand due to Constant Seasonal Diet Preference,

A final argument can be made for a flat Profitable Demand line based on the
hypothesis that household would eat the same basic weekly diet year round if
faced with the same prices for the same guantities for a particular product.
This hypothesis argues that people do not have strong seasonal diet
preferences. This hypothesis would produce a flat Profitable Demand line

similar to the one shown in Figure 4.

Part one- Page 6
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- Figure 4. mm&mmmmmmm
Supply & Estimated Profitable Dem: v
Table Grape in the German Murket lm

8§ 5% 3 538k %8

The three alternative hypotheses give full range of alternative conckusions
about the level of off-season Profitable Demand, only one of them can be
corect for a particular product and market. There are some cases where one
© can be rather certain mm“mmﬁﬂﬂ“

preferences such as November demand for aanberries to coincide with the
European Thanksgiving holiday, and February/May demand for flowers due to
European Valentines and Memorial Day holidays. In Japan, for eample, early
summer meals traditionally include fresh grapes. In other countries similar
patterns exist which affect demand. Since ouwr Egyptian analysis does not
include any of these obvious seasonal preference items, the question is how
the markets will behave for Egyptian grapes. The only way to practically test
these hypotheses would be to have a case situation in a substantial market
where off-season supply was equal to or greater than on-season supply and

observe what happens to the prices.
The objective of the Profitable Demand indicator Is to prioriize thase markets
that are deep in the sense of having the largest unsaturated capacity o
absorb additional imports of  this particular product without softening prices
below profitable levels for Egypt.

B. Potential Profitability and Value Added

4. Profit and VA Margins per Kg. or MT

The first prioritization and screening criterion for potential profitability and
vammbmetwﬂ:mwmwhkhmmmw\m
historical prices paid for imported products, Although frequenty used, and
occasionally as the principle prioritizing indicator, profit margin estimates are
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Prioritizstion Methodology

-~ of limited export strategy value, and unless balanced by volume-linked
profitability concept, can miss-prioritize products and markets by focusing on
opportunities where prices may fall apart under volume supply pressure.

5. Total Profit & VA for Profitable Demand Volumes

A safer approach to prioritizing using profitability criteria is to combine unit
margin estimates with total profitability and value added estimates at a
predetermined point along the price/volume continuum which is quantified in
the Profitable Demand methodology. This will shift the priority focus to
product/market opportunities, which present the best AND the most robust

profitability oppoﬂunm
C. Estimated Competitive/Comparative Position

Three factors appear to be the major elements in competition between
locations supplying perishable fruit and vegetables seas

transport position and wage rate position. These major factors, along with
other input costs and yields, combine to contribute to landed cost differences.
While packaging costs and yield levels are both very important components of
overall landed cost differences, these factors can and do change in the short
run and do not usually represent longer run or underlying factors' in
competitive position. The methodology accounts for all of these factors as
short run cost retailers in the lastindicator, landed cost, but balances this
estimate with separate consideration of differently measured longer run
indicators for season, transport and wage rate positions.

6. Seasonal Position,

The seasonal position indicator estimates the proportion of the non- domestic
supply window, which can be supplied by Egypt. Thus if a particular country
“can produce a specific product to supply its demand during 4 months of the
_year, the non-domestic supply window is B months. If Egypt can supply that
product to four of the gap months. The seasonal position prioritization and
screening indicator is both an absolute and a comparative or competitive
indicator. Not only can this indicator be used as an absolute prioritization
indicator, it can also be used as a competitive or comparative position
indicator when placed alongside a similar estimate made for major

competitive suppliers,
7. Transport Cost and Agility Position

Transport cost and agility indicators present basic underlying transport
position taking into account distance and refrigerated sea traffic pattem
factors. These indicators are not directly limited to average cumrent transport
pricing structures and routings, dependent as they are on volume flows, and
scheduled vs. charter transport system differences, The shorter run realities
of current pricing schemes s taken account of in the composite landed cost

Meu-?ael}
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indicator 9 while this indicator 7 estimates transport costs and transk times
which are expected to emerge with the volume flows implied by the Profitable
Demand indicator. Thus this indicator should be a more accurate view of
Egypt's underlying geographic transport position, rather than just the current
jow-volume transport cost which curent carriers would charge to the new-
market destination. Thus Indicator 7 &5 a longer nn comparative and
competitive transport position indicator while indicator 9 covers the short run
transport cost reality relevant to evaluating start-up competitive position.

Of particular competitive significance from the transport perspective are
product/market situations in which the perishability of the product may
position Egypt to ship by sea because of its proximity to a given market where
a competitor Is forced to ship by air at a much higher cost. The competitive
significance of these inter-modal differences will be both captured in the
quantitative indicators and emphasized in the narrative analysis.

8. Wage Rate Position

For most perishable export crops, labor is the third largest cost, behind
packaging and transport, which are respectively first or second depending on
whether tronsport i by air or sea. Thus wage rates are a major competitive
and comparative advantage factor Although rising wage rates are an obvious
objective of expanded exports and wage rates are expected to change In the
short run, Egypt ‘s comparative position vis  vis potential competitors is an

9. Landed Cost per Unit

Landed cost/unit estimates are intermediate steps in arriving at profitability
indicators mentioned above. They may be further used as independent
estimates for competitors. The landed cost indicator concept is the same
whether the estimates are based on in-depth primary statistical sources, more
general secondary source estimates, or bracketed sensitivty analysis
estimates across a range of different yield and cost as assumptions.

D. Export Country Potential

This indicator is very important at jeast in the short run. Production season
and geographical position as well as the country edorts to the potential
export markets are the main quantitative indicators for this criteria:

10. Production season and geographical position;

Egypt capacity to produce a fresh produce item that shows high potential in
an export market with siight modifications in production systems to fit the
market windows is very important indicator in selecting candidate crops. The
easy to adapt to the market needs the higher weight should be given to this

fresh produce item.

Past on- Page 9



11. Country exports to the potential export markets and the capability of ('

delivering high

The capacity to compete in the target export markets effectively is ancther
important indicator. The indicator could be traced by looking at the Egyptian
exports to this market during the last 5-10 years. If the Egyptian exporters
were able to hit the market even with small quantities successfully this will
give an indicator that with some modifications the Egyptian exporters could

quality products

increase the Egyptian exports to this market.

Ranking Process:

Taking into account the eleven quantitative indicators mentioned above it will
be relatively easy to rank the candidate crops according to their export

market potential.

The ranking process is straightforward:
1. Apply the eleven criteria for each product in each potential export market.

2. Sum the results for all potertial markets for each commodity.
3. Multiple-sort candidate crops in all potential markets.

The flowing table summarizes the above mentioned qualitative indicators in

Prioritizstion Mathotoky,

practice:
Yabie 1. Summary of the ranking process
Criteria Quantitative Indicator Unit of Ranking Process
Measurement
Potential market Size | Total market size MT Bigger size ->higher rank
Import Market size MT Bigger size -> higher rank
Profitable demand size | MT Bigger size ->higher rank
Potential Profitability | Profit per metric ton US$/Ton Higher profit > higher rank
Total profits us$ Higher profit -Shigher rank __
EU competition Yes or No No ->higher rank
Non-EU competition | Yes or No No ->higher rank
Transport cost US$/Ton Lower cost ->higher rank
Wage rate US$/Ton Lower cost ->higher rank
Landed cost US$/Ton Lower cost <> higher rank
Country Potential Production season Fit the window
or neexis
modifications | Yes >higher rank
Historical exports MT/Year Higher volume ->higher rank
Part one- Page 10
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Mainr Suppliers and Egypt Comparative Pasition
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Profitable Demand Volumes for Egypt
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Export Market Potential for Egypitian Food Products
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perishable commodities, a broken cold chain is among
those bamriers. The recently operaied fresh produce
terminal in Cairo airport will contribule significantly in
removing this barier.

Unfavorable trade policy environment: GOE tends to
improve export policy rogime by means of: FOREX
policy, new export law, export support fund, and through
bilateralandmm&mlmwmﬂ

medsaiotutmpiﬂkm&rm!hhmyb:m
process,

o Farm production costs (labor, materials, annusiized land, mechinery, eic.)

Packing costs (labor, packaging, annualized plant, equipment, etc.)
« Transport costs (fam to pack-house, pack-house to wholesale markst in Europe)

. Tmmmmmm
These costs are added together to form a total cost for supplying one unit of produce o the

differert

and GCC markets. The break-even price will differ slightly in the variovs

European
markets hecause of the difference in tariff and transportation cost.

The Egyptian breek-even price for sslected fresh produce teme was estimated based on
fiold reviews. Detailed discussion of every stege of production, including fixed and variable
inputs and average yieki of one feddan (acre) are studied carofully. Different scales of
MmmmmMMEWMmpﬂmmw
mmmmmmmnmamm .
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While quality is dema

of .all competitors in
European and GCC fresh
produce markets,

competition among quality
suppliers is based on three
main factors:

Seasonal position
Transport cost
Wage rate and
costs of other inputs

Egypt is well situated from
the transport point of view.
s transport costs are
lower than most of its major
competitors. Egypt can
reach the major cities of
Europe by refrigerated
ocean carrier (Intramodal
system) within less than 4
—7 days and closeto 4 = 5
days tracking to the GCC
markets. Since transport
costs represent a
significant percentage (up
to 65%) of the deiivered
cost of fresh produce,
Egypt has a significant
comparative advantage
over more distant

such as the
South Africa, Chile,
Mexico, Brazil, Argentina,
India, and Pakistan.

Wage rates in Egypt place
it in a very competitive
in comparison to

all of the top fresh produce

T e

_Investment Rational

. Primec ore

Important questions: o
Q2. if Egypt successfully captures the fresh produce export

opportunities proven in this analysis, what does the overal!
picture look like in terms of profitability?

Answer: The fresh produce business is a highly profitabie

Figure 1 Chile total horticultural exports, 1970 - 2000

L

business and gaining demand. The forces driving the industry
from the demand side are: healthy life (anti-cholesterol) trend,
year-round demand, and high Income from the demand side.
From the supply side the driving forces are: off-season
capabilities, improved post-harvest and transportation
technologies and techniques, and limited local supply in the
target export markets. Countries positioning themselves well
in this regime showed huge benefits, such as Chile and

South Africa.

y=0.2906x - 75.412X + J50E.2( - 2299EX + 43635
R =0.9905

Egypt enjoys market windows of the same depth and width

as those open for Chile and South Africa with different timing.
At the same time, Egypt enjoys advantages over other
potential suppliers during Egyptian market windows as shown
clearly in the analysis. . S

exporters. The Egyptian competitive position may best be illustrated by examining that
position against two different groups of seasonal competitors. The competitors in the first
group are the “shadow” market window competitors. The second group of competitors is the
“off-season” competitors. Spain, France, and Italy are by far the most important competitors
during the on-season “shadow" periods just before the Egypt window opens in October —
December, and just before it closes in March — April. The very high wage costs in these

countries do have an impact on high delivered cost.

Egypt is fairly competitive, but this is only true if low cost refrigerated ocean containers are
utilized, which requires very careful post-harvest cooling and field packing. Central and

Prepared in cooperation with Agriculture-Led Export Businesses; USAID
funded project; Implementied by Abt Associates, inc.
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mmmmamm however freight coets and
seasonal potentials make Egypl's position unique. m

Morocco arxd israsl are roughly representative of Egypl's head-onhead seasonal
competitors in the open field category and illustrates Egypt's local cost advantages. The
Egyptian lower fabor cost and production potertiality (land and waler resources) gives & an
excellent market opportunily. However, productivity needs to improve.

Egypt did not yet take the advantage of the ofi-season high and large, as well as increasing
fresh produce markets in most West European and GCC markets. However, Medierraneen
competitors extend their efforts in this direction, though Egypt has meny advantages over
them. Mediterranean strawberry exports 10 Europe increased rapidly during the lest few
years. Egypt lies in the most flexible possible climatic position able, with new technologies
and varieties, 10 combine alf of its competitors’ seasonal sirategies.

Methodology o
of this market report follows a pattern of a “giobal” overview of the EU fresh frult

detailed commodily and market (country) specific analysie of selecied commodiies n
selected markets with significent export potential.

This report is rich with graphs that validate market potential. mmmm
econometric modeling based on the “Profitable Demand” analysis methodology uliiized

derive our findings.

The following section summarizes in an easy fo read table the current and potential Egyptian
export opportunities that we have determined based on the analyess that follow. We hape
the Egyptian reader and/or potential investors take time to digest this market criique and
implesment our findings and recommendations to profitably reelize the potentisl the ELJ fresh
produce market represents for the Egyptian agricultural industry.
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Exporis (MT) Export Market Windows (MT) [1] sjor Compatitors Capabliitviat
Crops | Volume| volume | Volume | volume | vome | Expon s | ace 3
1968 | 1996 | 2000 2001 2002 | Window
- 2002
reen Bean 285000 24,000 a,wﬂ > ’°‘°"1 Oct.-Apr. | r-m Senegel, Burddne-Faso
Hearbs 20 21,0000 21,0000 22000 130,000 Year Round finctia, Argentina *
Galke Mefon 180 200 TEEDL 200,000, Ock-Agr. Ot May , Spain, Cantral America
Artichols 2,000 2,100 0 Now.-Agx, Lebanon *
‘ (Now.-Apt.)
Gireen Qrions® isl 7o, mi 80 m,ﬂ Yaar Round Fm,m,% *
Fresh Onions 250 200 320 30,0000  Nov.-Apr. Nov.-Apr.  [india, Pakistan, Morocco *
Dry Oniong 210000 20000 22000 40,0000 Year Round | Year Found findia, Pakistan, Morooos .
resh Gardic 75000 8o 6 2,000 450000 Year Round | Year Round (China, ndla, Argerdina '
potaio 25 220004 Yoar Round | Yaar Poung [South Africs, Inraed ¢
Dates 7,000 6,500 50000 7,500 80,0000 Year Found Turisla, Algeria, Morocoo, inen )
ut Flowers 500¢ 50 7000 65,0000  Oot.-Jan [laret, Keoya, Thakend
otato 249,000 21,0000 200,0000 210 200,000 Wintsr \ Morooco, israel
J- L 5, Winter | Year Roond [lsmel, EU .
Mango | 900 1,900| 90,000 Sep-Dec. | Sep-Dec. |[Wexico, Brazk, Guatenaie -
Y : il ) , Morocoo, faly, Spein, Chils,
Grapes 5100 & a.ml 200 Agr Apr. W; Mor
7
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Exports (MT) "Export Market Windows (MT) (1) Competitors Canablind2}
; Crops | Volume| Voiume | Volume | Volume | voiume | ®xpon \ EU1s acc a —F 3
k 1908 | 1900 | 2000 | 2001 | 2002 | Window
! 2002
) oom 10 Year Found . . .
Estuos | Yoar Rlound ’ * :
| A - 7 Veur Roind : : ?
! ugar Snaps 8 3, Veur flound : : :
' Peas | - Year Found ' ] . . *
| Ground Nuts | 120 Yoar Found Argentina, India, EU : .

wherry 85 Nov.-Apt. Nov.-May , MOroooo . ‘

o
* Export daia collected from major producers and exporters such as Ei-Hoda Farme, Al-Franaa, Homain - Exports mainly to the UK market

** Seeds exports mainly to Japan ‘
(1] Egypt Export Data collected and complied from Agricuttural Quarantine, import data and PD estimated using EUROSTAT and Weekly EU market prices as
presented by ITC.
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European Fresh Produce Market
MARKET POTENTIAL SUMMARY

The fruit and vegetable assortment for the European consumer includes an enormous variety
of products from all over the world, delivered on the basis of the supply calendars of the
supplying countries and the seasonal supply of the Europsan homegrown production.
According to available data, total EU consumption of fresh fruit amounted to 25 million
tonnes in 2002, while vegetable consumption (including potatoes) amounted to around 30
million tonnes. Haly, Germany and France, together accounting for sround half of total
consumnption, largsly dominate the EU market for fresh fruit and vegetables. The market for

fresh fruit and vegetables showed rapid increase in the past few years.
EU fresh fruils and vegetables import trends

Figure 2
EU Fresh Fruits Import Trend EU Fresh Vegetables import Trend é
'S % try-EU traciy
2 fpare-EL) ynin B ExvienEU tracie
B Extra-EU iravie s
£ 5. 1
3
3 i&
#
2«
#1
.
3 - R 3 4 3 .
THF Elia i sBEBg G
Charscteristics of the present-day Enfomn consumer
Health food .

European consumers have a strongly increased interest in a healthy life and, consequently,
in the consumption of health food. Healthy food refers to food products that are low in fat

and have limited sugar and salt content.

Organic food

Since European consumers have recently experienced several food scares, many people are
concemed about the safety of food, as well as the effects of intensive farming on the
countryside and on the environment in general. These factors, combined with the increasing
awareness of the importance of diet and nutrition, have intensified interest in organic foods.

9 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
funded project; Implementad by Abt Associates, Inc.
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Food production, espednlypﬁm:ygmwg should be environmentally friendly (organic).
Waste, including packaging waste, should be avoided or at least reduced.

As a result of several food scares (BSE / mad cow disease, dioxins) consumers increasingly
pose questions on the production process and demand open, honest, and informative
labefing. This has resulted in a discussion in the fruit and vegetabile indusiry about “tracking
and tracing”. The industry is paying increased attention to chain management and labeliing
WMMMWMNMM&NW The Ewopesn
Commission also the importance of food safety and set up the European Food

recognises
Safety Authority (EFSA} in January 2002.

Convenience and exotics

West European consumers have a growing need for convenience meals. This has resulted

in an expanding demand for pre-packed products and consumer packs containing emi-
The consumption of exotic fruits and off-season products is now well

prepared vegetables.
establishod in the EU. Some new and special varielios still enter the Europsan market.
Initial incronses in sales of new tropical fruits and vegetables generally take place through

athnic minorities.

PRODUCTION IN THE EU

| Most countries in the EU have extensive domestic production of frult and
However, the temperate climate of northem Europe limits the production of various fruk and
Production in greenhouses partly compensates for the restrictive climatic

vegetables.
conditions, but, for bananas and a wide range of exotics, there »
for

exists a large and developing market that cannot, or only

insufficiently, be supplied by domestic (Eurcpean) production. opportunikties
suppliers from outside the EU
Eummwammrmpmmmmm

and apples. Howewer, at the seme time the production is
saason-bound, offering opportunities for suppliers from outside
the EU to supply the Europsan market in off-season periods,
although improved storage and distribution has enabled producers 10 reduce the negative

influence of the seasons.
mmmmammmwmmsmmhm The
of frult are by far, Raly (10.6 millon tonnes) and Spain (10.4 milion

leading producers
tmnes}. memmdmmmammwm&m:mnmu
an increass of 4 percent compared to 2001. Also in the case of fresh

WMMU&SMW)WW(“?MW)mNW
supplying countries. _

In off-season pericds

Imports

Frut

In 2002, EU member countries, representing a value of US$ 12 billlon of which extre-EU
countries supplied 40 percent, imported airmost 18.3 million tonnes of fresh fnik. Germany is

10 Praparsd In cooperation with Agriculture-Led Export Businessss; USAID
funded project; Implemented by Abt Associstes, Inc.
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the major market for fresh fruit accounting for 24 percent of total imports {in value) by EU
member countries in 2000, followed by the United Kingdom (17%) and France {14%).

The leading imported fresh fruit product is bananas, accounting for alrmost a quarter of total
fruit imports by EU member countries. Other leading products are citrus frult (21%), apples
(10%) and grapes (10%). In 2002, the leading supplier of fresh fruit to the EU was Spain,
supplying 21 percent of imports (in value} by EU member countries, followed by Italy (10%),

The Netherdands (10%), and France (8%).

More than seventy countries from all continents are responsible for the immmense product flow
directed at the European countries. The share of developing countries in imports by EU
member countries of fresh fruit amounted to 34 percent in 2002. Developing countries play a
major role in the supply of tamarinds & lychees, papayas, dates, bananas, and pineapples to
the EU, accounting for more than 60 percent of total imports by EU member countries in
2000. The leading developing countries exporting fresh fruit to the EU are South Africa and
Latin-American countries fike Costa Rica, Ecuador, Colombia, Chile, Argentina and Panama.
Other important developing country suppliers are Céte d'lvoire, Morocco and Turkey.

Vegetables

Atthough smaller than fruit, the imports of fresh vegetables by EU member countries still
amounted to aimost US$ 6.6 billion or 8.1 million tonnes in 2002,

Germany was the leading fresh vegetable importing EU country, accounting for 33 percent of
total importe by EU member countries (in terms of valus) in 2000, followed by the United

Kingdom (22%) and France (14%). Spain was the leading supplier of fresh vegstables to the
EU by far, supplying 34 percent of imports (in vaiue) by EU member countries in 2002.

The ieading imported fresh vegetable product is tornato, accounting for more than a quarter
of total vegetable imports by EU member countries. Other leading products are

capsicumypimienta (13%), lettuce/chicory (10%) and cucumbers (8%).

Whereas Latin-American countries dominate the extra-EU import of frult, African countries
are important extra-EU suppliers of vegetables in particular to France, United Kingdom and
The Netherlands. Nevertheless, intra-EU trade dominates vegetable imports to a larger
extent than fruit imports. Developing countries play a significant role in the supply of peas &
beans and sweet com, supplying respectively 58% and 50% of total imports (in value) by EU

meamber countries. .

Exports

In 2002, total EU exports of fresh fruit amounted to US$ 8.8 billion, a strong decrease in
terms of value since 1998. In terms of volume, exports increased by 2 percent, reaching
more than 14 million tonnes in 2000, The major EU exporting countries, Spain, Italy,
Belgium and France exported large quantities of frut. The leading fresh fruit products
exported by EU member countries are bananas, apples, mandarins, grapes and oranges.

Between 1898 and 2002, exports of fresh vegetables by EU member countries decreased by

13 percent in value and 5 percent in volume, amounting to US$ 6.6 billion (8.5 million tonnes)
in 2002. Spain and The Netherlands are the leading exporters, together accounting for 70

1 1 Prepared In cooperstion with Agriculture-Led Export Businesses: USAID
funded project; implemented by Abt Associates, inc.
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domestic produce, a large part of the Netherlands' exports consists of re-exports.  Major
exported fresh vegetable products by EU member countries are tometoas and capsicum.

Re-exports

increasing internationalisation, which is also the case in the European Union, marks the frult
and vegetable trade. A total of US$ 18.6 billion of frult and vogetables entered the EU in
2002, but not more than 20 percert of this vaive remained in the same counlry 1o which &
was originally exported. The major share of it was transported to other destinations, partly as

re-exports, partly as transit trade.

Trade structure

strong tendency towards concentration and consolidation can be noticed in the horticultural
gade Mmmwmww As a result, demand for consistent vohrnes
and qualties of fresh produce increases, causing firms to infroduce procurement methods
that manage the supply chain more efficiently.

importers, trade fairs and increasingly the Intemet are valuable sources for finding trading
partners in the EU.

Opportunities for exporiers

Leading fresh fruit products from developing countries are tamerinds, table grapes,

strawberries, dates, guavas, mangoes and figs. However, in the trade of fresh vegetables,

Wmﬁmp&ymmnmbh&mm&mmmhhg
exporters

baby cormn, and winter vegetables. Opportunities for developing country
fresh fruit and vegetable market couid lie in the trade of exotics and off-season fresh frult and
_If trade in lesser-known exotic products is considered, markeling sirsiegies

although exporters 1o the EU are not Analysis
mmmmmmwmmmwmmmmm

EurepGap (Euro-Retaller Produce Working Group for Good Agricultural Practice) is 1o raise
mmmmdmmwwwmmm
sustainable use of natural resources and more environmentally friendly production.
Producers in developing countries experience difficulties in complying with the Eurep
. standards and some interested parties are caling for relaxation of the standerds. For more
information on the Eurep Group and EurepGap Protocol, please refer 10 www.ourep.org

12 Preparad in cooperation with Agriculture-Led Export Businesses; USAID
funded project; implemented by Abt Associnies, Inc.
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Consumption
Market size
Fruit

According to Euromonitor, total fruit sales in the EU amounted to around 25 million tonnes in
2002. More than 30 percent of the fruit sales consisted of citrus fruit, which was consumed
relatively more in Mediterranean countries like France, Spain, Italy and Greece. The major
EU fruit market is Haly with & consumption of 5.9 million tonnes in 2000, followed by
Germany with 4.9 million tonnes, and, at a considerable distance, France, Spain, and the

United Kingdom. Consumption of fruit over recent years has been quite stable,

Figure3  Volume sales of frult in major EU markets, 2000-2002
{million tonnes)
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Vegetables ®
In 2002, total vegetable sales (including potatoes) in the EU amounted to 30 million fonnes,
which was about the same volume as in the previous vears. More than half of total
vegetable consumption consisted of potatoes, while tomatoes accounted for around 10
percent of vegetable consumption. The major EU vegetable market is Germany with a
consumption of 5.6 million tonnes in 2002, foliowed by France, ltaly and the United Kingdom,

- with the UK being the biggest growth market (+3.4%).

13 Prepared In cooperation with Agriculture-Led Export Businesses; USAID
funded project; Implemented by Abt Associates, inc.
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(millions tonnes)

GERMANY

According 1o the German organisation ZMP, per capita consumption of fresh frult in Germany
was esiimated at 143.8 kg in 2001, representing an incroase of 7 percent compeared 1o the
preceding year, and per capita consumption of fresh vegetables was estimsted at 90.2 kg in
2000, which represents an increase of 2 percent since 1999,

Frualt
Total fruit consumption in Germany was estimated at 11.90 millon tonnes in 2001,
an increase of 14 percent since 1988. This boost in frult consumption is largely

representing
caused by a 25 percent increase in apple consumption, aithough pear, banana, orange and
also made a significant contribution. Unill 1999, bananas witneased

cherry consumption
mmtwmmmmmmmmwmw
remainad the second most popular fruit product in Germeny.

The leading fruit species consumed in Germany wes appies, which accounted for 27 pevosnt |

of total fruit consumption in 2001. Between 1999 and 2001, orange consumption increased
by 11 percent, amounting to 523 thousand tonnes. The demand for other cirus frult
(grapefruit, lemons, clementines, etc.) fluctuated, with consumplion increasing in 2000, but
dropping in 2001. In 2001, total citrus fruit consumption amounted 10 over 1 million tonnes.

Vegetables

in 2000, total vegeiable consumption in Germany was estimated at 7.4 milion tonnes,
representing a modest increase of 3 percent since 1988. The major vegetable product
consumed in Germany was tomatoes (.44 million tonnes in 2000), and the various cabbage
varieties (nearly 1 million tonines in 2000). Other popular vegetables are carrots, onions and
cucumbers. The demand for mushrooms and asparagus increased by 9% and 10%

14 Prepared in cooperation with Agriculture-Led Export Businvesses; USAID
funded project; implemented by Abt Associstes, inc.
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Table 2. Consumption of fresh fruits & vegetables in Germany, 19988-2001, tonnes {(000)

Export Market Potentiel for Egyptian Food Products %
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respectively since 1998, amounting to 173 thousand tonnes and 115 thousand tonnes in
2000. The demand for peas and beans was eslimated at 265 thousand tonnes in 2000. \

1999 - 2000' 2001 1998 1998 2000’
Fruits _ Vegetables

apples 2605 2780 3255 toratoes 1,423 1,399 1,441

bananas 844 889 976 cabbages 980 o828 91

pears 548 549 664 carrots 444 513 498
oranges 473 480 524 cucumbers/gherki 513 512 492

ns

bermies 485 538 507 cnions 447 521 490

prunes 410 480 480 lettuce 249 254 269
clementines 313 325 315 mushrooms 158 164 173

grepes 314 348 263 beans 174 165 168
peaches 261 328 290 asparagus 105 106 115 &
cherries 209 273 276 peas ‘ 83 88 97
lemons 126 132 127 leek 98 94 94
grapefruit 77 80 65 spinach 89 62 60
apricots 35 54 43 celery 53 60 56

other it 428 498 417 other vegetables 1,590 1,827 1,615

consumption cultivation for own
of imports 3,287 3330 3629 consumption 787 796 854

ot frult 10,414 11,053 11,858 total vegetables 7,200 7,267 7,411

- |

Source: ZMP, 2001

FRANCE

Total tresh fruit and vegetabie household consumption in France amounted to 158.1 kg in ‘
2000, which represented an increase of 2 percent compared to the preceding year.
According to Interfel, the fotal number of French households amounted to around 23 million.

Frult

Between 1999 and 2000, average household consumption of fresh frult increased by 4
percent, amounting to 88.8 kg in 2000. The mest popular fresh fruit species were apples,
oranges and bananas, together accounting for 42 percent of total fruit sales in 2000. Of
these frult species, only banana consumption remained stable, whereas the consumption of
the other two increased. During the past few years, exofic frult species like lychees and
mangoes gained more popularity, although their sales still account for a small share of total

fruit sales.

o
Ty B

15 Prepared in cooperation with Agriculture-Led Export Businesses; USAID e
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In 2000, average household consumption of fresh vegetables in France amountad 10 slmost
70 kg, which represented only a small increase since 1998. The most popular fresh
ware tomatoes accounting for a share of nearly 20 percent of total vegetabie

sales, followed by carrols (12%) and lettuce (10%}).

Table 3. Household consumption of fresh frult and vegetahles in France, 1999 - 2000
(kg per yeear)

1999 2000 1999 2000
total fruit 85.6 88.8  total vegeiables 69.0 69.3
apples 16.1 16.5 tomaloes 14.1 134
oranges 10.3 113  camots 86 84
bananas 89 9.9 lettuce 89 6.7
clementines 66 88  endive 51 57
melons 83 6.7 cabbages 48 48
peaches 62 64  courgettes 37 4.1
grapefruit 43 56  onions 34 38
grapes 42 49  leek 32 35
pears 47 4.7  cucumbers 32 30
strawborries 23 23  beoamns 1.7 1.9
avocados 1.6 22 raclish 14 1.4
iemons, imes 20 20 peppers 14 1.3
kiwi fruits 1.7 20  arichokes 12 1.1
apricots 24 2.0 mushrooms 1.1 11
pineapples 1.5 1.0  eggplant 09 1.0
lychees 0.2 02 asparagus 09 0.9
MANgoes 0.2 0.2 garlic 0.8 08
other fruit 4.0 40  others 69 7.0

A =,

b

“Source: interisi, 'Bilan Frults & Légumes 2000

THE NETHERLANDS

According 10 a survey published by the Commodity Board for Horticulture in 1968, one of the
major trends in The Netherlands is the growing demand for convenient and timesaving ways
of preparing meals. This trend applies in particular to vegetables and is @xpressed by the
growing demand for pre-packed and semi-prepared vegetsbles. In 1996, an average
Netherlands household purchased 101 kilograms of frash frult and 78 kilograms of freeh
vegetables {Commodity Board). The total fresh fruit consumption amounted %o about € 850

milion, while the consumption of fresh vegetables was slightly more, amounting 1o € 875
million.

Fnait

Total purchases of fresh fruit in The Netherlands amounted 1o 685 thousand fonnes in 1960,

which meant a decrease of 3 percent compered o 1996. As was also the case in 1006,
fruit species in The Netherdands were apples, oranpes and bananas in 1998.

mosi popular
They accounted for nearly two thirds of total fruit consumption. Other important frult species

16
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were mandarins and pears. The consumption of citrus fruit {oranges, mandarins, fruit
and melons) decreased by 4 percent, while the consumption of exotics {mangoes, avocados
and lychees) showed only a slight increase. In recent years, kiwi fruits have gained more -
popularity, climbing up to number 9 of the fruit top 10 in 1989, In this year, pre-packed fruit
accounted for 37 percent of total fruit consumption, which means an increase of 5 percent
compared to 1996, Pre-packed frult is mostly purchased in supermarkets, whereas
greengrocers and markets sell only small amounts of pre-packed fruit.

Vegetables

In 1999, total consumption of fresh vegetables (excluding potatoes) in The Netheriands
amounted to 513 thousand tonnes, which was about the sams amount as in 1996,
Domestically grown products like cauliflower, onions/shaliots and tomatoes dominate the
consumption of vegetables, In 1998, cucumbers gained popularity over carrots and climbed
up to the fourth place. Together, the top 5 vegetables accounted for 42 percent of total
vegetable purchases in 1989. In this year, pre-packed vegetables accounted for 45 percent
of total vegetable sales, while in 1996 it took up only 37 percent.

Table 4. Consumption of fresh fruit and vegetables in The Netherlands, 1998

H
b

(1,000 tonnes) :
- 1996 1999 1996 1999
tatal fruit 700.0' 685.4 515" 513.4
fruit top 10: ,
apples 187.1 185.4 58.1 5.9
oranges 170.3 161.4 434 447
bananas 102.0' 104.0 36.7 40.5
mandarins 55.9 56.1 38.9 40.4
pears 43.2 38.4 41.7 372
melons 25.3 252 25.2 25.1
grapefruit 212 212 324 24.0
grapes n.a, 20.3 green beans 20.4 20.6
kiwi fruits 14.0° 154 leek 21.1 o203
strawberries 16.0 14.4 endive 217 19.6
selected others: , selacted others:
jemnons 49 5.2 peppers . 12.§ 132
mangoes 2.0 1.9 asparagus 3.0 28
avocados 0.7 0.7 garlic 1.1 12
lychees - 0.3 0.5
* astimation

n.a.; not avaiiable
Source: Commodity Board for Horticulture, 2001

17 Prepared in cooperation with Agriculture-Led Expart Businesses; USAID
funded project; iImplemented by Abt Associates, Inc.
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fresh fruit and vegetables in the United Kingdom amounted to 78.8 kg in 2000, which meant
a slight increase of 1 percent compared 1o the preceding year.

Fruit

In 2000, the British consumed almost 38.7 kg of fresh frut par person, which was 1.7
kilogram more than in 1999. The most popular frult species was bananas, followed by
apples. Together, fresh banana and apple consumption represented maore than half of the
total fruit consumption. Apples and citrus fruit other than oranges showed the largest

increase in consumption in 2000.

Vegetasbles

In 1999, per capita consumption of fresh vegetables in the United Kingdom amounted 10 38.1
kg, representing a decrease of 0.6 kg since 1999. The most popular vegetables were carrots

representing 15 percent of total vegetable consumption, foliowad by tomatoes and onions.
The composition of the fresh vegetable consumption in 2000 ramained more or iess the

same as in 1998,
Table 5. Per capita consumption of fresh frult in the Unlisd Kingdom, 1999-2000

(g per your)

1999 2000 1990 2000
{resh vegetables 38.7 381 fresh fruit 370 30.7
of which of which
carrots 5.7 57 Dbananas 105 10.7
tomatoes 52 50 apples 88 9.4
onions 5.0 50  other citrus frult 37 42
caulifiower 42 4.1 stoned frulk a1 a0
loafy saiads 30 3.1 omanges 28 28
cabbages 2.7 25 pears 22 24
mushrooms 1.8 1.9 gmpes 2.3 22
cucumbers 1.9 1.9 soft frut other then 10 1.1

grapes
tumips 1.3 14 rhubaerb 0.t 0.1
beans 1.2 1.1 other fresh fruit 2.7 28
brussels sprouts 0.9 0.8
peas 0.3 0.3
other fresh 55 53
vogetables
Source: Nalional Food Survey 1999 and 2000
18 Prepared In cooperstion with Agriculture-Led Export Businesses; USAID @
: funded project; implemented by Abt Associstes, inc.
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ITALY \

Total fresh fruit and vegetable (excluding potatoes) consumgption in italy amounted to neardy
9 million tonnes in 2000, which represented & per capita consumption of 156 kg.

Fruit

Per capita consumption of fresh fruit in ltaly amounted to 102.2 kg in 2000, making # one of
the highest fruit consumption ievels in Europe. Citrus fruit sales awoumed for about one

quarter of total fruit sales.

Vegetables

In 1999, total italian consumption of fresh vegetables amounted to over 3 miliion tonnes.
Fresh tomatoes make up around 15 percent of total vegetabie sales, which represents a per

capita consumption of tomatoes of 8 kg. h
Figure § Volume sales of fresh fruit and vegetables in Haly, 1998-2000
: {1,000 tonnes)
2,000 -
600 | SHE 5489 349
L ;1998
40004 | - 01999
‘ 2,969 3059 3,069 2000
2,000 -
Bource: Euromoniior ‘Consumer Europe’, 2001/2002
Market segmentation

The market can be divided into segments following the quality classifications (Class Extra, I, l
and Il).

Another segmentation is possible with the help of the product classification. This classiication
reveals the following market segments:

« Domestically produced fruit and vegetables {temperate fruit and vegetable products)
« Well known products not, or only sporadically, produced in northem Europe

+ Exotics {tropical/subtropical products)

« Off-season products

1 9 Prepared in cooperstion with Agriculture-Led Export Businesses; USAID
funded project; Implemantad by Abt Associates, Inc.
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products are grown by organic famning or by conventional farming. This Is particularly
important since the demand for organic food is increasing in the EU member countries and
these can offer interesting market opportunities for developing countries exporters. Organic
products still account for a small share of the total food consumption, although most markets
for organic fruit and vegetables experianced strong growth rates during the last years of the
1990s. Particularly high growth rates have recently been obsorved in the United Kingdom
and italy. In the period 19988-2000, organic fruit and vegetable retall sales in Rely showed
annual growth rates up to 85 percent.

Because of its nature, organic procuction is highly suitabie for smell and medium-sized
farmers working in areas that may not be suitable for large-scale food production. For more
information on organic production and its cerlification, please contact SKAL, Ecocert, Soll
Association or other EU inspection organisations. Please refer t0 Appendix 9 for contact

detalls of these organisations.

Consumption patterns and trends
The population in Westem Europe is stil growing and will continue 10 grow untl about 20
years from now. i is estimated that thereafter, Westem Europe will start 1o show a declining
population size. However, the composition of the population is changing now. It shows a
growing number of elderly people combined with a decreasing number of young
people. We also see a family 'dilution”; famlly households are getting smaller because
people are having fewer chidren. Moreover, the number of single households in Westem
Europe is substantial and still increasing, making these peopie a highly signiicant consumer
group for food suppiiers.

Prosperity in the EU has increased over years, and eating behavior is releded 1% income and
fe style. Despite this increase in prosperity, the food market in the ELJ is highly compaetitive,
since consumers are not going to eat more, but will only, at the very moest, switch ¥ other

products.
A number of trends affecting European consumer demand for fresh frult and vegetables can
be distinguished in the past few years. These include:

Health food

Ewopean consumers have a strongly increased intorest in a healthy lle and, consequently,
in the consurmption of heaith food. Health food refers 1o food products which are low in fat
and have Bmited sugar and salt content; this includes functional foods, which have specilic
health-promoting properties and food products with added vitaming and minersis or bacteria
which support the intestinal function (see CBI Market Survey Health Foods’). Frash frulls
and vegetables are generally associated with heaith foods. This is because frult and
vegetables contain vitaming and natural antioxidants, which are supposed 1 have properties
preventive to heart diseases and cancer.

Organic food
Since Furopean consumers have recently experienced several food scares, many peopls are
concermned about the safety of food, as well as the effects of intensive farming on the

countryside and on the environment in general. These factors, combined with the increasing
awareness of the importance of diet and nutiition, have intensified interest in organic foods,
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which are grown amﬁng o aan&pies laid down ir Directive EC 2092/91 (m Section 1.3
of the EU Strategic Marketing Guide ‘Fresh Fruit and Vegetables’). The demand for organic
food is booming in several EU member countries and this can offer interesting market
opportunities for developing countries’ exporters. Organic products still account for a small
share of the EU’s total food consumption, although the market for organic products is
experiencing strong growth rates. France, Denmark and the United Kingdmn are the major
growth markets, with annual growth rates of over 20 percent.

Food safety, quality and environmental consclousness

Food production, especially primary growing, shouid be environmentally friendly (organic,
see above, good land stewardship, etc.). Waste, including packaging waste, should be
avoided or at least reduced. in the scope of the increasing environmentat consciousness in
the EU, a group of leading European food retailers launched the EurepGap Protocol in 1999,
The objective of EurepGap (Euro-Retailer Produce Working Group for Good Agricultural
Practice) is to raise standards for the production of fresh fruit and vegetables by promoting
food safety, sustainable use of natural resources and more environmentally friendly
production. Producers in developing countries experience difficulties in complying with the
EurepGap standards and some interest groups are calling for relaxation of the standards.
For more information on the Eurep Group and EurepGap Protocol, please refer to

WWW.eurep org.

As a result of several food scares (e.g., BSE/mad cow disease and dioxins) consumers

increasingly pose questions on the production process and demand open, honest, and

informative labelling. This has resulted in a discussion in the fruit and vegetable industry

about “tracking and tracing”. With good chain management and control within the chain,

distributors are able to supervise all kinds of aspects of fresh fruit and vegetables such as

plant material, growth, harvest, storage, distribution and processing. gs mentionad in the
box below, the consumer demands open, honest, and :rxformatfva abealfin

\r@etabie industry is increasingly paying aftention to chain mgemam and labeling

systerns with which products can be traced back to the producer.

Safe Quality Food (SQF), which was originally developed in Australia, has recently been
introduced in the EU. SQF aims at chain certification and combines quality concemns,

HACCP and Tracking & Tracing in its certification requirements.

The European Commission also recognises the importance of food safety and set up the
European Food Safety Authority (EFSA) in January 2002.

Convenience

European people (including women) are working more and more and have busy social lives.
Moreover, the number of single households is increasing. Less time is left for the
preparation of a full meal and, as a result, demand for products requiring extensive
preparation has declined, while the opportunities for easy to prepare, semi-prepared, catered
and processed. products are increasing. The high cost of labor in Europe constantly
encourages the shift towards adding value in the country of production. In the fresh fruit and
sector, this has led to pre-packed products and consumer packs containing semi-

ed vegetables such as sliced runner beans, topped and tailed ‘mangetout’ peas and

mixed packs of fruit and vegetables for stir-fry meals.

21 Prepared in cooperation with Agriculture-Led Export Businessas; USAID
funded project; implomented by Abt Associates, inc,
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Exotics

A remarkable increase can be seen in the consumption of exolic frults and off-season
products. Until the 1970s, there was hardly any consumption of exotics, though small
quantities were imported to meel the demand of ethnic minority groups. The increase in
ethnic minorities living in the EU is considered to be responsible for the inltial increases in
sales of all kinds of tropical fruits. Once the products were on the shelves, other groups were
inclined to buy them. Consumption of a wide scale of varieties of exclics ke mengoes,
papayas, passion fruit and avocados has increased siowly but steadily over the last decades.
in their search for products with more added value, major importers in The Netherlands are
now proroting lesser-known exotics fike kumquats, rambuian and mengosteen. Complying
with the demand for convenience, they provide the exotics in sasy recognisable peckages,
cortaining small amounts and with practical product information. mmamh
consumers 10 become famillar with these relatively now and unimown products.
Supermarkets are increasingly interested in sefing exotics in such standardized packages.

Table 6. Key Consumption Trends to 2010
Greater dernand for convenience

Move diversity of choice

Growth of demand for ethnic and exotic ingredients
increased demand for organic products

More ready-cooked, take-out foods

High growth in private label

Polarisation of markets (premium and budget)

¢ & 9 & » & @

Demand for and informative
Source: Food Marketing, Oclober 1999

Production

Most countries in the EU have extensive domestic production of frut and vegetables.
However, the temperate climate of northem Europe fimits the production of various frulls and
vegetables. Production in greenhouses partly compensates for the restricive climatic
conditions, but, for bananas and a wide range of exotics, there exists a large and developing

market that cannot, or only insufficiently, be supplied by domestic (European) production.
dmmmmmmmmuummm

mmmdmmmmgwmmmsuw&m
couniries. This development is partly caused by the frend towards consolidation at buyers’
level, and partly by the fact that more and more suppliers find & hard 10 conform 1o the
European regulations for agricultural production. As a consequence, giowers heve i
mmmmmhwmmwwhm»mhu

Larger buyers are the power behind consolidation at the supplier level, forcing shippers ©
attemnpt to match the scale of their customers in order 10 serve them efficiently. These large-
scale suppliers have sufficient financial resources and backing, and can bear the costs and
risks associated with producing crops in several regions or countries over extended periods.
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Frult

in 2001, the total production of frash fruit in the EU was estimated at 31.5 milfion tonnes, a
decrease of 6 percent since 1999. Remarkable is the (and in the cases of The Netherlands
and Belgium, even very substantial) decrease in production in the EU member countries
petween 1998 and 2001, except for Finland and Luxembourg. In 2000, ltaly and Spain were
the leading EU producers, together accounting for two thirds of total EU fruit production.
Other large producers of fresh fruit in the European Union are France, Greece and Germany.

in 2001, the harvest of apples decreased to 7.5 million tonnes, although it was still the main
fruit product grown in the EU. With 2.1 million tonnes in 2001, the production of pears is also
considerable. The production of peaches in the EU amounted to 2.9 miflion tonnes in 2001,

representing a decrease of 7 percent compared to 1999.

it is estimated that in 2001 the production of citrus fruit within the EU amounted to 10.3
million tonnes. The two leading citrus fruit producing countries in the European Union are
Spain and Haly, together accounting for almost two thirds of total citrus fruit production.
Except for lemons, which increased by 17 percent between 1999 and 2001, the EU
production of the various citrus fruits decreased moderately (mandaring and grapefruit) to
strongly {oranges) between 1999 and 2001. In 2001, the estimated harvest of oranges within
the EU amounted to 6.1 million tonnes, which makes it cne of the major fruit species grown
in the EU. tn that same year, EU growers produced 2.5 million tonnes of small citrus fruits
{mandarins, celmentines and satsumas), and 1.7 million tonnes of lemons. The importance
of grapefruit is relatively insignificant, with estimated production amounting to only 46
thousand tonnes in 2001,

Between 1995 and 2000, the kiwi fruit production in the EU was characterised by fluctuations
varying from 315 to over 480 thousand tonnes. Kiwi fruit production in 2001 was estimated
at 400 thousand tonnes, representing a considersble decrease compared o the record

production level in the previous year.
Table 7. Fruit production in the EU, 19888-2001 (1,000 tonnes)

Country 1999 2000 2001° 1889 2000 2001
Italy 11,068 10,888 10,608| EU15 33,490 32,700 31,500
Spain 10,686 10,193 10,428
France 3,790 3,781 3,427 ofwhich
Greece 3,308 3265 3,229 apples 8475 8205 7,543
Germany 1,330 1,443 1,173 oranges 6,145 5841 6,055
Portugal 976 936 921! peaches 31756 3,097 2944
The Netherlands 772 757  605] smalicitrus fruits’ 2,854 2,583 2,449
Belgium 760 741 434 pears 2331 2381 2,146
United Kingdom 359 258 338 lemons 1457 1,598 1,699
Austria 226 233 203] nectarines .18 1,197 1,170
Denmark 49 50 46| strawberries ) 088 933 853
Sweden 34 40 33| prunes 630 650 700
Firdand 19 22 2 apricots 631 580 586
irsland 18 18 17| kiwi fruits 437 483 400
Luxembolrg 5 6 5 cherrias 450 497 388
' estimated
% shese include mandaring, clementines and satsumas
Source: ZMP, 2001

23 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
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440 thousand tonnes in 2001, of which Spain accountad for aimost 90 percent.

Vegetables

Total EU production of fresh vegetables was estimated at 52.5 milion 10nnes in 2000,
an increase of 4 percent compared 10 1998, Besides the EU production of fregh

representing

fruit, italy and Spain also dominate the EU production of fresh vegetsbles, togethor
accounting for over half of total EU production. In 2000, the total italien production of
vegetables amounted to 15.5 million fonnes, which meant an increase of § percent compared
to 1997. Spain is the second largest producing country, accounting for a production of 11.7
milion tonnes in 2000.

Production figures for selected fresh vegetables species grown in the EU are listed in Table
4.2, There is s remarkable increase in the production of the main products between 1998
and 2000, except for caulifiower, combined with a more or Jess stable production of the less
important products like artichokes, garlic and asparagus. TMmbyfarhw
product group produced in the EU, which makes this product not very interesting for

exporters from developing countries, Leading tomato producers in the EU are Haly and
Spain, together accounting for over two thirds of total EU production. Spain and The
Netherlands are the leading EU producers of onions, while France and the United iGngdom

produce most of the carrot supplies.
Table 8. Vegetable production in the EU, 1958-2000 {1,000 tonnes)

Country 1988 1999 2000’ 1998 1909 2000’
italy 14,692 15,183 15520, EU1S 50,708 53,048 525%
Spain 11,907 12,144 11,685

Franoe 6,253 6378 6297 of which

Greece 4111 3979 4,030| tomsaices 14,620 16317 18,171
The Netharlands 3236 3836 3,726| onions 3437 3829 382
Gomany 2706 2910 2954| camots 833t 3727 3675
United Kingdom 2855 2914 2749 mcabbago 2548 2633 2580
Portugal 2,199 2,634 2491 caulfiower 22668 2204 2127
Belgium 1,33 1,569 1,578] = capsicum 1,708 1,731 1,817
Austria 419 528 500{ green beans 1,088 1,118 1110
lreland 257 248 249! artichokes sa2 817 881
Sweden 246 249 2471 mushrooms 783 a8
Finlend 209 245 243] eggplants a5t aot 688
Denmark 223 221 225 garic an an 273
Luxembowrg 2 2 21 asparagus 2186 214 219
" patimeded

Source: ZMP, 200

The most important frult and vegetable growing regions in the EU, where the value of frult
and vegetable production represents more than 2.5 percent of the EU totsl production and
mmzsmmduwmawwmpmmhmmmm

following:
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Table 9. The most important fruit and vegetable growing regions in the EU

Region Country Share of EU (in %) Share of region (in %)
Emilia Romagna ltaly 4.3 27
Lazio ltaly 25 37
Campania . Haly 39 43
Apulia _ ltaly 4.3 42
Sicily italy 5.9 53
Communidad Valenciana Spain 46 67
Andalusia Spain 46 30
Murcia , . Spain 25 64
Provence Alpes Céte D'Azur France 29 46
Kentriki Ellada Greece 2.6 29

Source: CIMO, 2000

Commodity/Market Specific Analysis b

The following analysis focuses on specific products in specific target market(s). The intent of
this analysis is to investigate the export potential for selected fresh produce items. However,
this analysis is not inclusive as several fresh produce items have certain marketing
opportunities under certain conditions as indicated in the summary.

Strawberty

Strawberry is one of the most potential for profitable horticuitural Egyptian exports to the EU
and GCC markets. Off-season prices are quite high, and with appropriate technology
Egyptian growers could supply these markets during the highest price periods. Strawberry
markets are large and growing in most West European countries and GCC markets as well.

The largest two markets are Germany and France.

Study countries imports (including intra-EU trade) of strawberry have increased quickly during
the last years. From 1990 to 2001, imports of strawberries increased at an average annual rate

of more than 20 percent. _
Gemnany is by far the largest importing country with about 123 thousand tonnes imported each .
year. The UK Is a smaller but profitable market. While the Netherlands looks like a large
importer, that is partly due to the importance of Rotterdam as major port for incoming produce
destined for the rest of Westem Europe. Quality is the key in penetrating the very demanding

Waest European markets. _

Germany and France are the two largest potential Egyptian export markets. The share of
Germany imports amounted to 50% of total EU imports of strawberry 1994; France imports
amounted to 25%. The two countries absorb more than 75% of total EU imports. It appears
that the two countries can absorb roughly 4,000 metric tonnes per week at prices profitable

to an Egyptian producer.

The major Non-EU suppliers are Poland, United States, Israel, and Morocco. Spain is the
major player in the late summer market. Non-EU Imports fluctuate partly in response to the
size of local European harvests, but this effect is limited to small part of season when local

production is possible.

25 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
funded project; Implemented by Abt Associates, Inc.
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GERMANY

German imports of strawberries are strengthening over time. German imports increased st
an average annual rate of more than 26 percent. The major non-EU strawberry suppliers 1o
the German market are Poland and Morocco while Spein is the main EU supplier.

The German market presents the largest amount of potential Un-Met demesxd of the four
markets. The Gemen Profitable Demand ling is drawn at roughly 26,000 melric onnes per
month. During the five months when the market window is open 10 Egypt, this would imply a

total profitable demand of roughly 130,000 metric Ionnes.

During the three months before the window clases in March, competitors are already meeling
some of the profiable domand. This leaves the ovarall depth of the window at over 44,000
fOnNes per yeer.

The ovexall shape of the weekly supply line during 1998-2001 years suggesis a faily stable
supply situation. May is always the high supply period. This is when Gemmany and s major
suppliers are at peak production. Spain and italy supply most of the strawberry 1 the German

market. Spanish supplies enter the market in February and reach their peak in Aprll and May.
They can supply up to 4000 MT/Week during the peak months. Genmen domestic production

erdars nio the market much leter and usually peaks in May.
Figure 6 Germany fresh strawberries: Production, imports, exports. Estimaies of

consumplion and ten year trend
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laly, mmmmmmmmammm They
mmmwmmmw and Belgium have
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concentrated around on-season, leaving a large market window open for new competitors.
Although profits can stil be made during the on-season, Egypt should concentrate off-season

supply in the German market.
Figure 7 Germany fresh strawberry: major suppliers and Egypt comparative
position '

0 Jan Feb Mar. Apzz Bay.lmeéaiy&ug Sep. Oct. Nov. Dec

4r Average (Month)

Gerrnan domestic supplies do not affect the German market ke the domestic supplies do in the
French market. The small size of the domestic supply aliows the wholesale price to remain
above the break-even price for the whole year. The lack of domestic supplies also opens the
market fo competitor countries, but there is still a good off-season market potential in Germany.

27 Preparex in cooperstion with Agricufture-Led Export Businesses; USAID
{unded project; Implemented by Abt Associates, Inc.
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Figure 8
Germany Fresh Strawberry

Profitable Demand Volumes for Egypt
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large domestic production of strawberty, mmypiaysam}mmumm
May and June. The United States is the second largest supplier and has mm«m
penod of any country. US supplies begin in March, pm‘nm September, and
continue urtil October. Thus, the United States is able to supply the market nine of the
twolve months during the year. Spahaﬂecteﬁwnwkdhmywm

THE UNITED KINGDOM

UK imports of strawberries are increasing steadily over time. From 1990 o 2001, UK imports
increased at an average annual rate of more than 18 percent.  The major non-EU supplier is
the United States. Spein, Belgium and Netherlands are the main EU supplier.

28 Prepared In cooperation with Agriculture-Lad Export Businesses; USAID
funded project; implamenied by At Assacieles, Inc,
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Figure 8
UK Fresh Strawberries:

Production, imports, Exports with Estimaies of Consumption and Ten Yaar Trevds
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in the U.K. market, the profitable demand level is estimated at 5,500 tonnes per month. The
Egyptian window is open for five months with a total depth of approximately 27,500 tonnes.
The UK market is fairly stable market. The beginning of the on-season supply usually starts
in the 12" week of each year and rises to a high point in May. The Egyptian producer should
try to filt the market window during the period of November — March. Concentrating more on
the time frame starting at the end of the year, Morocco and Israel are the significant off-
season suppliers with supplies beginning in July and continuing until November., Colombia
has captured a small market window by supplying the market in July and August while few

29 Prepared in cooperation with Agricuiture-Led Export Businesses; USAID
funded project; implemented by Abt Assoclates, inc,
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France imports are strengthening over tima. From 1990, France imports increased at an

average annual rate of more than 10 percent. The major non-EU suppliers are Morooco and

30 Preparad In cooperation with Agriculture-Led Export Businessss; USAID
funded project; implemented by Abt Associsies, ec.
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Figure 12
France Fresh Strawberries:
Production, Imports, Exposts with Estimates of Consumplion and Tori Year Trends
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Profitable demand in the French market is estimated at approximately 16,000 metric tonnes
per month, making it the second largest market behind Gernany. The reason for the large
size of the French market is mainly to the size of the French domestic production.

From March until June the French market window is closed to Egypt. Quandities supplied
often exceed 15,000 metric tonnes per month during this period. The sizeable domestic
market cases prices to fali during the summer months, especiaily during the months of April,

~ May and June.

Figure 13 France fresh strawberries: major suppliers and Egypt’'s comparative
position
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Figure 14
France Fresh Strawberry
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Total unmet profitable demand in France totals approximately 80,000 metric tonnes. This
represents a great potential market i strawberries can be supplied during the off-season
period (November to February). Spain is dominant in the domestic merket during the on-
season. Only one other country (Morocco) is clearly visible. The domestic market begins in
late February and continues until July. Domestic supply peaks during May and June.

Even though domestic supply dominates the market, there is a large off-eonson market that
couki be supplied by the Egyptien producer. Spain is largest supplier of strawberrios ©
France. It competes during the first part of the French domestic production, choosing 1©
supply in November and December.

Other countries such as Poland, Mexico, and Colombia supply porlions of strawbenty 10 the
French market, but are dwarfed by the size of the domestic production. The Netherlands

market is much smaller in size than other three markets.

The profitable demand level is estimated at only 3,000 tonnee par month. The
window is open for five months with a total depth of approximately 3,000 tonnes. The
i of the on-season supply usually starts in the 12th week of each year snd riess 0 a

high point in Apri-June. There is more competition from off-season competiiors throughout
the eniire year.

The Egyplian producer should try 1o fil the market window during the period of November and
December, concentrating more on the time frame starting at the end of the yoar. This is when
competition is the weakest and as we will discover later, the wholesals prices are the higheet.

32
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THE NETHERLANDS

Netherlands is also dominant in Rs domestic market. The domestic market begins in late
February and continues until July. Domestic supply peaks duwring May. Even though
domestic supply dominates the market, there is a large off-season market that could be
supplied by the Egyptian producer. Spain is the largest supplier of strawberries © the
Netherlands. It competes during the first part of the Netherlands domestic production,
dwhgtomppiyhmrdtandm Spanish supplies tend to drop off during the peak

periods. The Egyptian producer should concentrate on the market

domestic production
window {November - December).

Figure 15
The Netheriands Fresh Strawberries:
Mmmmmawmrmmm

o : Y S————— Y v ¥ T i L i L] "
W87 1988 1000 1900 1901 1982 1903 1064 106G 1908 1997 199

33 Prapared in cooperation with Agricuthee-Led Export Businessas; USAID
tunded project; Implomernied by Abt Associsies, Inc.

iLt



uwm
i:m

‘@ UNITED STATES

2 DENMAX

» EGYPT

W ISRAEL

N QEPSMMNY

O FRANCE

O Ay

8 POLAND

£ DELGIE AND LLXEMSO

£ 8

Jon. Feb. Mw. Apd my‘#a

Other countries Poland, Morocco, and istasl supply porione of strawbeny 10 the
Nmmnm&“mmbyﬁpdﬁpwm

Figure 17 Netheriands Strswberry
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OTHER MARKETS

Although the above markets represent the biggest markets in terms of import volumes, other
markets also indicate very rapid growth that opens more and more market windows for

strawbernry.

Figure 18
Swedsn Fresh Strawberries:
Production, imponis, Exports with Estimates of Consumpiion and Ten Yesr Trends
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Table Grapes

Total grape imporis in Westem Europe were subjected 10 rapid increase over the st five
yoars. The major importing countries in Europe and Nothh America have becoms more
conscious about nutrition and physical fitness. This trend has been gaining strength and is
now beginning to exhibit itself strongly in the marketplace in the form of a shit in
consumption in favor of fresh fruits and vegetables. There is a simllar consumption trend,
which has favorably affocted the merket for fresh produce, which is related % the link
between cholesterol and heart disease. Recent research has confirmed the Sink, and a
significant proportion of the consuming population is now shifting diet in the direction of fresh
fruits and vegetables. -

Table grape markets are large and growing In West European countries. The largest four
markets are Germany, France, UK, and Netherlands. Germany s the largest

courtry of these four with imports amounting to 363,000 thousand tornes in 2001, and js by

far the largest importing country because domestic supply is aimost nonaxdstent. France e
the second largest importer with 135,000 tonnes followed by UK with 135 tonnes, and finally

Netheriands with 117,000 in 2001. Total imports of table grape for the four markets
amourted for 783,000 Tonnes {(91% of fotal EU grape imports in 2001).

Data indicate that grape import rends in Europe are strengthening over time. This dramadic
recent expansion in grape imports into Europe is very clear.

GERMANY

The surge in grape imports by Germany is striking and has experienced signiicant growth
during the period from 1990-2001. Gemnany experienced an annual incresse in grape

imports during that period amounting to 15,500 tonnes. This clemrdy indicates thet the
mmmmmmw.mmm?

Nc;vwzbm Greek supplies appear in the German market during the same mearket period as
italy. Greek supplies begin in July and peak in October. Spain is the third largest supplier in
the German market. Spanish supplies avoid much of the saturated merkst period of
September and October. Spain supplies enter in the market in July and August, decrease

36 Prepared In cooparstion with Agriculture-Lad Export Businessss; USAID
funded project; implemented by Abt Associstes, Inc.
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rapidly and then enter the market again in November, Chile and South Africa are the largest
suppliers in the off-season. Chile begins to supply the market during the month of January
and continues to supply up to 1000 tonnes per month until April. Egypt should try to supply
the French market during the same period. South Africa supplies the German market during

the same period as Chile.
Figure 19 Germany Fresh Table Grapes - Profitable Demand Volumes for Egypt
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The lack of domestic supplies also opens the market to competitor countries, but there is still
a good off-season market potential in Germany. Prices in the German market, as in other
EU markets, are very attractive to Egyptian exporters. Wholesale prices never drop below
Egyptian break-even prices during Egyptian market windows as shown in the following

graph.

Figure 20
Weekly Wholesale Market Prices of Thompson Sosdiess Grapes
in the German Market (1087.2001) - Class A '
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FRANCE

The French grape import trend has experienced significant growth during 1980 ~2001 with
an annual increase in grape imporis during that period amounting 10 7,500 torwwes. This
clearly indicatos that the French market has lmited production capackies and a strong

ing dernand with resultant positive import rends. The markat is stll unsatursted and

growing
open for serious off-season supplers.

Total grape supply in France is concentrated in the period July unil November. French
domestic production from Southern France can begin earfier in small volumes. The French
profitable demand Is drawn at roughly 29,000 tonnes per month. During the 7 — 8 months
when the market window is open to Egypt, this would imply a total profitable demand of
roughly 232,000 metric tonnes. During the months before the window closes in August, and
months after it reopens in Novemnber competitors are already meeting one-eighth of the
profitable demand. This leaves the overall depth of the window st over 203,000 tonnes per

yoar.

Improvexd Egyptian quality with the same growing conditions and Sechnologies parmit Egypt
to increase supplies to the French market by approximately 56,000 tonnes during May and
June. haly and Spain supply most of the grapes to the French market. Rallen supplies erter
wmmmthmmwawmmsmmmmmu

Mhmm but continue into November. Chile and South Africa are the largest
suppliers in the off-season. Chile begins to supply the market during the month of January
ard continues to supply up to 1000 tonnes per month untll Aprl. Egypt should try 1o supply
the French market during the same period. South Africe supplies the French market during
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THE NETHERLANDS

The Netherlands grape import trend has experienced significant growth from 1998 - 2001
with an annual increase in grape imports during that period amounting to 9,160 tonnes. This
clearly indicates that the Netherlands market has limited production capacities and a strong
growing demand with resultant positive import trends. The market is stil unsaturated and

open for serious off-season suppliers.

Figure 22 Netherlands Tabie Grapes

Production, imports, Exports with Estimates of Consumption and Ten Year Trends
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Figure 23 Netherlands Grapes — Profitable Demand for x
ot Covabmmglion =
Pyofigsin Dumenl Vahwon = Yotsl Cmpptioe-Siget Bslioone Yuluee

10000 i R S .
00 1 R ,‘:'w}i s
000 1 3
i
D Toml oe !
DEgp j
Bronioven O 5000
Volume 4000 |
= Profisbie gm
Voume 2000
TRK) -
e O | W] e
ol i
Buburvent Yelams
Dawimnd Voleme 9 L] ] [ ]
oy CIF LISEAGY [
|Equu o vosg

Ewope. Netherlands profitable demand is drawn at roughly 20,000 tonnes per
During the May and June months when the market window is opsn %0 Egypt, this would imply
a total profitable demand of roughly 8,000 metric ionnes. Chile, Htaly and Greece supply

most of the grapes to the Netherlands market,

demand with resultant positive import trends. The market is still unsaturated and open for
serious off-soason Supplers.

The April, May and June window for Egyptian grape in the UK market is very clear. The gap
between off-season supplies and on-season period in the UK markst opens sn excellent

situation for Egyptian grape in the UK market.

Total grape supply in the UK market is concentrated in two periods. Rallen suppliss dominate
UK profitable demand is drawn at roughly 32,000 tonnee per month.  During the four months
when the market window is open 1o Egypt, this wouid imply a total profitable demand of roughly

128,000 mebric tonnes. Competitors are zlready meeting roughly 100,000 tonmes of the
demand. This leaves the overall depth of the window at over 16,000 fonnes per year.

laly, Greece and Spain supply most of the grapes to the UK market. falien supplies erdor first
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into the market in July with small supplies and then as the ltalian season comes into full swing
by October supply rises to over 4,000 tonnes per month. During the italian peak in October,
ltalian supplies can reach 6,000 tonnes per month. [talian supplies trail off abruptly in late
October, but continue into Novernber. Greek supplies appear in the German market during the
same market period as Haly. Greek suppiies begin in July and peak in October. Spain is the
third largest EU supplier in the UK market. Spanish supplies avoid much of the saturated
market period of September and October. Spain supplies enter in the market in July and
August, decrease rapidly and then enter the market again in November. Chile and South Africa
are significant suppliers in the typical off-season period. They often supply over 10,000
MT/Month from February to May. The lack of domestic supplies also opens the market to
competitor countries, but there is still a good off-season market potential in Germany.

Figure 24
UK Fresh Table Grapes:
Major Suppliers and Egypt Comparative Posiion
. P ; -
(200 ¥
: i Olocal production
! mOther
10000 X B FRANCE
é 2 MEXICO
8000 B NETHEFLANDS
E B INDIA
£ 0000 # UNITED STATES
| o ITALY
O GREECE
4000 B SPAIN
: 2 SOUTH AFRICA
2000 |;

o L

Jan. Feb. Me. Apd May Jme Juy Aug. Sep. Ot Nov. Dec
£Yr Average {Month)
41 Prepared in cooperation with Agriculture-Led Export Businesses; USAID

funded project; Implemented by Abt Associates, Inc.




UK Fresh Tabie Grape
Profitable Demand Volumes for Egypt
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BELGIUM & LUXEMBOURG

In addition to the above mejor markets in the EU, other members, although amaeller in size,
showed very rapid growth in import demand for table grapes; among those are Balgium &

Luxembourg as shown below.

Figure 26
Belgium & Luxembourg Table Grape:
Procuciion, imports, Exports with Estimeles of Consumplion and Ten Yesr Trends
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Figure 27

Belgium & Luxembourg Fresh Table Grape
Profitable Demand Volumes for Egypt
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Green Beans

The iwo largest EU bean-importing countries are Netherlands and France, each importing 25

thousand fonnes to 35 thousand tornes imported per year. France is a major market but
prices until recently were significantly lower. While the Netherlands is a major market for
beans, much of the imporls are re-exported to other European countries, especially

Germany. The UK s a smaller but highly profitable market.

Netherlands imports amounted to 24% of total EU green bean imports in 2001. France,
Gemnany and UK imports amounted to 23%, 12% and 7% respectively. The three countries
absorb more than two thirds of total EU imports.

The mejor intra-EU suppliers are Spain, Netherands and France in that order. EU ()
production is concentrated from June through August. Kenya, Egypt, Senegal and Burkina
Faso are the major non-EU suppliers. Morocco has become a more important supplier in
recent years. Kenya ships throughout the year, with major concentrations in December ~
February and May -~ June. Egyptian exports also tend to be concentrated in December —

February and Apiil — May.

Burkina Faso and Senegal also compete in the winter market. Al suppliers are using
airfreight at the present time because of the extremely short shetf lite of beans. Controlled
atmosphere transport is technically and commercially feasible and coukd reduce Egyptian

delivered costs significantly.
EWeandeﬁwbeamdmwm any of these competitore. While their production costs

are competitive, Egypt has an advantage over Kenya, Senegal and Burkina Faso because its
transport costs are lower. The Canary Islands has low freight costs, but their costs of

43 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
funded project; implementad by Abt Associates, Inc.
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production are higher. The United States produces a lot of high quality green beans, but
high production and transport costs make it uncompetitive in the EU market.

The following sections include detailed analysis and information on markeling beans in EU
countries, with most analysis focusing on the four largest importing countries (Genmeany, UK,
France and Netheriands). imports by the four major importing countries (including intra-EU
{rade) have been quite stable at about 80,000 tonnes per year during the period 1996 o
2001. Dutch imports declined in 2000, and French imporis have been quite stable, with a
glight decrease in 2000.

Egyptian green bean export prices are generally about one helf of the prices peid for “fine*
beans. Those low prices are the result of the thickness of diameter of the “bobby bean” and

due to jow product quality caused by improper production and poet-harvest hending,
especially the absence of fast cooling.

The present analysis focuses exclusively on "fine” fresh beans, since conmaners, and
therefore processors pay a significantly lower price for bobby beans. The prices and
potential profit margins for fresh “fine” beans in European countries are high, especially
during the off-season. With appropriate production and post-harvest technology, Egyptian
growers could supply these markets during the highest price periode.

Fresh green beans are delicate and perishable. The product must be finally packed and fast

cooled immediately (within 1 — 2 hours) after harvest. Beans have the higheet rate of

respiration of any vegetable, meaning they quickly iose moisture ¥ not kept at low
temperature in & high humidity atmosphere.

consumers will only accept straight and tender beans with low fiber condent. Thus,

after harvest the product should be moved 10 & neerby pacidng and hydvo

cooling faciity, where the heat can be removed from the product within minuiss after

harvesting. Hydro cooling is a method of cooling products fast (fast cooling) thet are subject

to rapid queiity deterioration due 10 loss of moisture, The product is drenched In ice-cold

water unti the pulp temperature reaches 0 degrees centigrade. The product should be kept

German market prices are near or beiow the break-even ine in the on-season from June
through September. The prime market window for Egypt is December — May. Based on
2002 prices, the profit potential for Egyptian exporters would range from about $1.00 to $2.50
per kilo during that period.

Profits are low o negative during June-Augusi. The best proft margin for Genneny appears
1o be in February, March and May, when profits are often above $2.00/Kg.

The UK market, while a small markst for beans, has good profit polential during the entie
year. The shaded area never falls below ihe black breakeven price ine, indicating that
profits may be realized during the whole year. However, the Egyplien producer should
concentrate on the February ~ April period when profits would be about $3.00 per kdlo,

During March and early April the wholesale price is about $6.00Kg. Potential Egyptian
profits are about $3.00 per kifo during that period. During the rest of the yeer, profk
potentials in the UK market range from less than $1.00 to $2.00.
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The French wholesale prms are somewhat lower than in the UK market, Wholesale price
drops below the break-even price in May — June and again in August. Egyptian exporters
can make their best profits in March and in October. Potential profits would range from $1.00

to $2.00 per kilo.

The most atiractive marke! window for Egypt in the French market is in the month of March,
with profit potential of about $2.00 per kilo. Profit potentials are also reasonably good in
October — November. Egyptian exporters should avoid the May — September period.

The Netheriands wholesale prices are even lower than in the French market and are very
stable throughout the year. There is no highly attractive market window. Profit potentials are

about $1.00 per kilo throughout the year,

The Netherlands market presents marginal opportunities for the Egyptian expoﬂar Prices
rernain low but stable throughout the year. Profits range from about $.75 to $1.50 per kilo.

Eurépean consumers will pay very high pﬁces‘far fresh, pencil thin or smaller, succulent,

straight and tender green beans, a very different product from the one traditionally exported
from Egypt. To satisfy that demand, European distributors prefer what are called “fine" or
"axtra fine" beans. In order to deliver the quality demanded at highly profitable prices,
growers must plant the appropriate varieties, use proper cultural practices, harvest carefully,
fast cool the product within less than one hour of harvest and make sure the product is kept
at optimurn temperature and humidity until it reaches the supermarket shelf in Europe. Egypt
appears to have the growing conditions needed to produce the higher priced beans. Given
its proximity to Europe, and mild winter ciimate, fresh “fine” green beans shouid be a highly
profitable export crop. Since transportation costs represent a significant percentage (up to
75%) of the delivered cost of fresh produce, Egypt has a significant cornparative advantage
over more distant producers such ag Kenya, Burkina Faso and Senegal. A

Egypt lies in the most flexible possible climatic position. With '
jes and varieties, Egypt should be able to produce for selected off-season markets

and compete favorably in the front edge of the on-season as well.

GERMANY

German bean imports increased in 1598 and then foll below pre-1985 levels in 2001. The
major suppliers are italy, Netherlands and Spain. Kenya is the major supplier from outside
the EU. Imports from ialy, Netherlands and Spain have been declining due fo riging labor

costs. Bean production is quite labor intensive

The German Profitable Demand line is roughly 6000 metric tonnes per month. The peak
import level, in June, indicates that German consumers have already demonstrated a
willingness to purchase that quantity of imported beans at a price that would be profitable for
the Egyptian exporter. During the nine months when the market window is opsn to Egypt,

this w%):;?d imply a total profitable demand of roughly 54,000 metric tonnes.

45 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
' funded project; implemented by Abt Assoclates, Inc.
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A large portion of that profitable dermand is already heing met by competiiors and leeves for
Egypt around 4,700 tones. A review of similar data for 1980 — 2001 indiceded the overal
shape of the weekly supply line varies fittie from year to year. Spain and Haly supply most of
the beans to the German market. Spanish and Halian supplies enter the market in lsle May
and peak in June, with a second smaller peak in November. They supply over 2000 MY per
month during the peak month. Germnan domestic production enters inko the market much
later and usually peaks in August. German imports from non-EtJ countries are quite low.

Figure 29
Germany Green Beans
Profitable Demand Volumws for Egypt
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FRANCE

French bean imports decreased by about 8000 tonnes since 1989, Most of that decrease
came at the expense of other EU suppliers, especially Germany and Netherlands. Non-EU
imports have remained fairly constant, ied by Morocco, Kenya and Burkina Faso. Egypt has
not been a major competitor in France because the market is primarily for “fine” beans. |

Profitable demand in the French market is estimated at approximately 2,500 metric tonnes
per month, making it the second largest market behind Germany. The total unsatisfied
annual demand during the nine months when the market is under supplied is 22,500 tonines.
As in all EU markets, the period from June through August is unprofitable for Egypt.

A large portion of the profitable demand is already being supplied and leaves around 9,500

tonnes. Nevertheless, Egypt's lower delivered cost provides the exporter with assurance that

he will have a profitable market. Domestically produced beans dominate the market in
September when market supplies are large and prices are at their lowest. Imports are :
concentrated in April — June. As noted earlier, France is not a particularly attractive mariet

for Egypt. Supplies are large the entire period from April through August and prices are low .
throughout the year, relative to other EU countries. _

Spain and Haly are major intra-EU suppliers with sigrificant shipments in April — July and
somewhat smaller quantities in October — December. The major non-EU suppliers during
that same petiod are Morocco and Kenya. During the off-season, from December through
February, Burkina Faso and Senegal are major suppliers. Egypt ships small quantities in

November —~ December.

Figure 30 ~
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UNITED KINGDOM

UK bean imports were up from 1990 to 2001, slightly declining in 1983. Kerwa is the
dominant supplier, followed by Spain, Netheriands and Zimbabwe. Again, Egypt has not
been a major suppiller beceuse UK consumers prefer “fine™ heans and other varieties not
currently produced in Egypt.

mmmnmmammmm Profinble demeand is
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Figure 32 ‘
UK Green Beans:
Major Supphiers and Egypt Comparstive Position
TOOO o [ e e g
i o
| = ! ,,}
!¢ 0 Loos prduotion -
[ somw
5000 ] N BELGIUM AND LUXEMBO
8 JOADAN
4000 " PORTUGAL
R B NETHERLANDS
B ZAMBIA
fm O GAMBIA
0 EGYPT
2000 n SPAIN
B Z20MGABWE
" ¢
D P — - — . o .
Jan. Feb. Mar. Apd May June July Aug. Sep. Oct. Nov. Dwe
4'¢r Average (Month)
Figure 33 '
' UK Green Beans
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As indicated earlier, prices are higher in the UK market than other countries, so potential
profits are higher. This suggests that Egyptian exporters should concentrate on satisfying
the 200 to 400 tonnes per month, which is not being supplied by competitors.

Several countries provide significant amounts of beans during the off-season. This creates a
atmosphere for the Egyptian producer. The UK has a relatively large

more competitive
dom&s‘t&c production of beans, but only plays a strong part in the market during May and
June. Kenya is the largest supplier, followed by Spain and Netherlands. 1t is possible that at

49 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
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year, Germany and Spain are the main EU suppliers. The major non-EU supplier is Egypt,

foliowed by Senegal and Kenya.

Between 1990 and 2001 WM»MWM?@MW&
6,600 while Senegal increased its defivenios from 272 tonnes 10 over 2000 fonnes. Kenye's
market share has been constant. Even the Dutch market has a growing preference for “fine”
bean varieties rather than the "bobby” bean varieties produced and supplied by Egypt.

The Netherlands market is a very stable market with relatively low prices and minimal profit
potentials. Profitable demand is estimated at 2000 tonnes per month. During the nine
months market window, iotal potertial annual demand would be 18,000 onnes.
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Only half of that potential demand is currently being met, which leaves for Egypt about
10,000 tonnes. France is the major supplier in the late summer, wiille Spain, Beigium-

season {December — February). The other major non-EU supplier ks Kerya. 1t is clear from
the analysis of these four major EU markets that the Egyptian producer should try to fll the
market wirclow during the period of September to May. Thig is when competition is the
weakest and when wholesale prices and potential profits are highest. Egypt is very well
located, with the right climate, soil and water o quite profitably supply the huge unsatisfied
dernand for fresh beans in the EU countries. The four EU countries included in this analysis

50 Prepared in cooperation with Agricultare-Lad Export Businesase: USAID
funded project; implemented by Abt Associuies, nc.
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can absorb the mand-boggimg sum of over 15,800 metric fonnes per month at prices
profitable to an Egyptian producer and exporters. However, the reader must remember that
this analysis focuses on "fine beans”, not the traditional "bobby” varieties grown and exported
by Egypt. The analysis also assumes that Egyptian growers and exporters are prepared to
dramatically change their cultural and management practices in order to assure delivery of
the varieties and quality levels required to receive the average market price levels. Egyptian
bean growers and exporters have not been able to do that in the past.

Figure 35
The Netherlands Green Beans
Profitable Demand Volumes for Egypt
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OTHER MARKETS

In addition to the above markets, other EU markets showed signiioant polentil for Egypt ]
among those are Beigium and Luxembourg, faly, Spain, and Denmark. The following
graphs indicate the green beans export potential to those markets.

51 p;em- in cooperation with Agriculture-Led Export Businesses; USAID
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Figure 36
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Figure 37
Belgium & Luxembourg Green Beans

Profitable W Volumes for Egypt
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‘Figure 39
Haly Green Beans
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Profitable Demand Volumes for Egypt
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Figure 42

Denmark Green Beans
Profitable Demand Volumes for Egypt
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Galla Melons

Among products showing very rapid increase and great potential for Egypt in the European
markets are Galia melons. Major suppliers of melons to the EU market are Spain and Israel
in addition to large volumes coming from Central America.

Egypt has certain advantages among current suppliers and can serve the increasing demand
through the best quaiity price combinations compared to any other compatitor.

The following summarizes the melons market in Europe and potential for Egypt.

GERMANY _
L

Figure 43
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Figure 54
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Figure 58
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OTHER MARKETS

Galia melons have started to gain popularity in the other EU markets in recent years, which
open more windows for Egyptian Galia melons in those markets as summarized in

potentially

the following graphs:

Figure 61
Denmark Galla and Other Melon:
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Figure 62
Denmeark Galia and Other Melons
Profitable Demand Volumes for Egypt
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Figure 63
: Sweden Galla and Other Melons
Profitable Demand Volumes fsr Egypt
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Figure 66
Austria Galla and Other Melons
Profitable Qamand Volumes for Egypt
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Appendix

EU Fresh Produce Market Access

Entry-price system

in principle, the price sefting of products in a free market is established on
the basis of demand and supply. However, in the EU the price setting for
imporied frult and vegelables is regulated following the so-called entry-price

system. This systern came to replace the referance price system, which set
import duties on fruit and vegetables untl the end of 1994,

The entry-price sysiem became operational on January 1, 1985, The enkry-
price system establishes an EU eniry {i.e. minimum} price. ¥ a prothxt's
import price es under this entry-price, a duty is imposed {depending on the
difference between the two prices). The entry-price sysiem applies o
fomatoes, apples, lemons, cucumbers and courgettes the entire yoear and o

other products during certain periods.

Following the entry-price system, the value of every imparied ‘party’ (the
terminology used in the official documents) must in principle conform 10 the
antry price. if & ‘party’ is imported at a price under the eniry-price, an extra
agricultural duty will be applied in addition o the Customs duty. With this
agricultural duty the price ranges between 100% and 102 % of the entry
price. The agricultural duty is appiied as follows:

= When the value of the imported party is between 52 percent and 84
percent of the entry-price, & percent of the entry-price wilt be added
to the normal Customs duty

o When the value of the imported party is betwesn 94 porcent and 96
percent of the entry-price, & percent of the entry-price will be added
to the nomnal Customs duty

« When the value of the imported party is between 96 percert and 08
percent of the entry-price, 4 percent of the entry-price will be added
1o the normal Customs duly

»  When the value of the imported party is between 98 percent and 100
percent of the entry-price, 2 percernt of the entry-price will be added
to the normal Customs duty.

Parties, which are imported at less than 92 percent of the enlry-price, will be
penalized by an extra levy, known as the maximum tariff equivalent. For
appies and pears the limit is set at BE percent (following & protest by Chile)
and for lemons at 84 percent of the entry price.

The following iable lists the products to which the entryprice system

 applies, together with the periods during which the entry prics is effective,

the entry price and the maximum tariff equivalent. Please nole that the list is
not comprehansive but merely indicative.

Prepared in cooperstion with Agriculture-Led Export Businesses; USAID
funded project; implemaeniad by Abt Associstes, Inc.
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Ergry prices aﬁd maximum tariff equivalent for fresh fruit and vegetables (in €/100 kg

I net)
Period Entry price Maximum tarfif
' equivalent
Fresh Vegetables
Tomatoes 1= 31/3 846 29.8
1/4~ 30/4 112.6 29.8
1/5~ 14/5 72.6 20.8
15/5— 31/5 72.2 29.8
1/6- 30/9 52.6 v 29.8
110~ 20Nz 62.6 29.8
: 2112~ 3112 67.6 29.8
Cucurnbers : 11— end/2 67.5 _ 37.8
1/3- 30/4 110.6 378
15— 308 48.1 37.8
Hali g 10/11 68.3 , 37.8
11/11- 3112 6805 378
Artichokes 11— 31/5 82.6 229 .
1/6- 30/6 . 654 : 229 ™
1/11- 3Nz 94.3 22.9
Courgettes 1/1- 3111 48.8 15.2
. 172~ 31/3 413 15.2
1/4- 31/5 69.2 15.2
1/6- 3177 413 , 15.2
1/8~ 312 48.8 15.2
Fresh Pruste " 31/5 35.4 7.1
Oranges 112~ 3112 354 7.1
Mandarins; clementines wikings and similar hybrids,
clementines 11~ end/2 64.9 10.6
1711- ainz 64.9 10.6
Monreales and saisumas 11~ end/2 286 10.6
o 1712~ 3112 288 - 108
Mandarins and wilkings 11— end/2 288 10.6
' 711 ngg ggg 10.6
angerines /1~ end/ . 106 sl
T /11— 31/12 28.8 10.6 i
Other citrus hybrids 11~ end/2 28.6 10.6
' - 111~ 3112 28.6 10.6
Lemons 11— 31/5 46.2 25.6
1/~ 3110 55.8 258
111~ 31712 46.2 256
rapes 21/7- 31710 54.6 9.6
@ 1= 20/11 gg g 9.6
Apples 111~ 306 . 238
: A7~ 31/12 45.7 238
17— 3177 46.5 23.8
1/8~ 31/10 38.8 23.8
/11— 3112 51 238
Apricats 1/6~ 20/6 107.1 227
i 21/6— 30/6 87.3 22.7
71 Prepared in cooperation with Agriculture-Led Export Businesses; USAID
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177- 3177 77.4 2.7

Cherries 215~ 315 149.4 274
16~ 3117 1254 274

18- 10/8 1.8 274

Peaches and nectarines 116~ 206 88.3 13
2106~ 3177 778 13

1/8- 209 60 13

Plums 116~ 30/ 69.6 10.3

The value of parties, which are imported under 92 percert, is not relevert o
the amount of the maximum tariff equivalent. The amount of this penalty is
fixed, regardiess of whether the import value is 91 percent or 60 percent. In
most cases, the tariff equivalent amounts to a significant percentage of the
endry price.

Consequently, the value of the imported product can be ralsed far above the
entry price, making the price of the product less competiive. During the first
years in which the new system was operational, most eniry prices were
lower than the former reference prices. However, during specilic periods,
the entry prices of certain products are higher than the reference prices.

It is possible for an importer to clear a shipment through Cusioms using
gither the invoice value or & set value. In order %0 avoiki & punitive tax (the
maximum tarff equivalent), the CIF value must at loast be on the same level

as the established entry price for the product in quastion.

Special safoguard clause

In order to protect Europesan producers and consumers againat axceplional,
market ifluences, France and the Mediterranean member sislos

disrupting
first advocated the special safeguard clause. in the case of an excess
supply by the European producers, the imports from exire-EU countries
must be limited. During crop fallures, a more gensrous admission policy
must apply 1o imports. For certain products in certein periods, reaclion
levels are determined, i.a. the so-called Trigger volume'.

if the imported quantities of these products exceed the trigger volume, a
supplemnentary duty is imposed on the extra imported quanity, baing equal
0 one third of the normal Customs duty. This is under the condition,
however, that the highest specific import duty {mecdmum it sguivalent) is
alfready being applied to the lot concemed and that the import takes place
during the period in which the suppiementary duty is applicable.

Valus Added Tax (VAT)

Although fiscal borders between EU countries were, in theory, eliminated
from 1 Jenuary 1993 onwards, in practice, harmonization of VAT (tax levied
at consumer sales’ level) rates has not yet been achieved. Table 1.2
summarnizes the VAT rates applied in the different EU member states for
foodstuffs in general. Please refer to the Ministry of Finance of the
respective country for specific information on the relevant rate applied to

fresh fruit and vegetables.
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TracieSirn version 2

1. The design and applications of gravity models

A. Design

Numerous empirical studies showed that trade flows follow the physicsl principles of gravity: two
opposite fofces determine the volume of bilateral trade between countries - the level of their economic
activity snd income, snd the extent of impediments to trade. The latter inclode in particular
transpormtion COSTS, trade policies, uncertainty, coltural differences, limited ovedap in consumer
preference schemes, various bottienecks etc. National borders are among these impediments, even for
industrialised countries (Mac Callom, 1995). While trade potential is the result of mstched export
capacities and impont demands at the microeconomic level, on 3 more aggregated level of snslysis,
prosimity in demand, in per capita income, in space, and in culture, are key macroeconomic
determinants of export potentials. Thus various combinations of macro-sconomic variables, such as
gross domestic products and populations with geographic distance, are powerful predictors of trade
potentials. Hence gravity cquations have beea used extensively in the empirical Hteratare on
internationa]l trade. (Havrylyshin and Pritchew, 1991; Frankel and Wei, 1993; Bsyoumi and

Eichengreen, 1995).

Within this expanding literature, gravity equations share 2 common design that can be customised for
different purposes: .

- First, a gravity equation is biluensl, It explains 2 trade-related dependent varisble, by tse combination
of macroeconomic variables (size, income, exchange rates, prices etc.) for both countries. Indicators of
tmnsportation costs between the two countries and more generally market sccess varisbles are added.

- Second, & gravity equation may be wsed in order to extimatt either determinants of tin wlume or determinanty of the
wature of trade flows Tn the latter case, the purpose is to use an index of intra-industry trade a5 dependent
varishle’.

~Third, theory definitively prosides sirong foundations fo 2 modeliing based on rough indicaters, which is quite
useful when the purposc is @ integmate a Jarge number of countries in the semple or when the
statistical background for {developing) countries is kmited.

-Fourth, there is inevitably a discrepancy between the theoretical model and the « idesl» equation that
would fit the data well. Border trade, seasonal trade, trade preferences or regional integration may be
controlled for with specific effects by pair of country; such a solution however jeopardises any attempt
to vse the model for forecasting . This justifies the mroduction of alinral, birterical or imstitutional
dederminamtyin cquations designed for an epplicd purpose.

Lastly, given the type of varisbles under consideration, gravity-type econonetric models are estimared
using rather sggregated data. Numerous studics run equations on tots] exports.

1 While income per capita is a good indicator of demand and trade volumes, differences in per capita incomes reflect
differences in factor proportions: rich countries are generally relatively well endowest in physical and human capital, in
contrast to developing countries. Hence, Iarge differences in per capita income will be associated with a lower share of
intrs industry trade in bilateral rade.
2 This is the sohution suggested by Hummels and Levinsohn (1995). In contrast, Fortagné, Freudenberg and Pajot
(IM}&@%&MMWWM!S@MuWW :
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The most common design it the following:
DS ATRS 2052 0

With:

X; the total exports from jto i

Y, Y, the countries’ incomes,

L., L; the conntries’ popalation,

D, the geographical distance between i and /,
P, a messure of market sccess from ito /, and
u; the notmal saxodom exsor eerm

Such an equation can be slemmatively written (Sanso o1 al. 1993):
Xy=ay ) L L O Fe™

y- * R
y= I,“, E a‘; i-ﬂf,,t’l‘ &n: ‘i’a,‘

(2

or

Xy =ay Yy NN DR

o =-o,a*=-a a'=q +a,.a =a, +a,

It is generslly estrmated in » Jog-Boesr focm such as [4]. Such 2 specification provides elasticities of

biltazeral trade o incotne, contiry sixe and ditance.

[ logX, =, *+0, *log y, +a, *log y, + @, *log Y, +a, *log ¥, +a,log D, +a fy +,
a,*=loga,; P, =(10)

{31

Modeds genenally use nomios! incomes st corrent exchange cswes. Howewer, the sssociased cnde-to-
income elasticities way be biased when developmg countries or conntrics in transition sec inscgesed o
the sample. Using PPPs also affect the trade-to-income elasticities. It is somwetienes srgued that PPF:
would be much more appropeiste to estimate trade potentisks i the Jong ran, an batizon in which o
mmmmwmmmkmmmwh

more sppropriate 0 anslyse shost-teem trade potentish. However, in o moded, estimating tade
equatioos vsing PPPs varisbles leads 1o vorelisbie and highly sensitive clesticities. Hence, the
shemative solution sdopted here is 1o estimate clasticities with current exclwage maes, bot usiog 2 sub-
ssmple of developiag covntries trading with all their partners, devcloping or industislised.
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Otber desermeinanls of trade

It is common to expand the basic gravity model by adding other variables, For insance variables are
added to vontrol for common langusge, common border, common colonial history, common currency,
land-lockedness and insulerity. Usually these vadables are introduced as dummies in the pravity
cquation. Hummels (2001) also found that shipping time is an important trade barrier, faster eransport
over tirne (air shipping and faster ocean vessels) being equivalent to reducing tasiffs from 20% to 5.5%
from 1950 to 1998. Bilateral FDI is also a crucial aspect in explaining bilateral trade flows (see

Fontagné 1999).

8. Applications

Gravity equations are onc of the most popular tools in empirical studies addressing issues in
international tade. Four categories of applications can be mentioned: estimating the cost of the border,
explaining trade pattems, identifying effects related to regionalism and lasdy tabulating trade potentials,

the major objective of TradeSi.

1) Caut of the border

If the presence of a common border facilitates bilateral trade between nations 7and J, the same border
is also an hindrance to trade. Hence, ceteris paribus, trade between regions of 7 should be more
developed than trade between regions of £ and regions /. This is the so called "border effect”. Using
data for inter-provincial trade, McCallum (1995) has shown that trade between Canadian provinces is
20 times larges than between these provinces and the United States, Wei (1996) relaxes the need for
internal trade dara. Country's trade with itself is simply the difference between its output and its
wtecxpmtswoﬁermﬁm Using this type of definition, the border effect is 3 to 10 for OECD
countaes, according to specifications. ln total, estimating an equation in which the imports of country
from country f are divided by imports of country ; {including internal imports) may identify the implicit
protectionism of countries. Head and Mayer {1998} calculate such relative imports. The latter are
explained using # gravity type equation disaggregated by industry. The border effect internal to the EU
is 12 w0 20 according to specifications. Crossing % border is equivalent to four times the aversge
distapce between national msrkets in the sample. To put it differendy the avemage ad-vslorem
eqﬁvakntuﬁﬁ'ofﬂ:cb@mintksingkmﬁetis?i?%.

2} Exgplaining trode patierns
Trsde patterns have also been investigated using gravity-type equations. The trade overdap (Le. two-way
trade within industries) is examined in Besgstrand (1989) and Hummels and Levinsohn (1995): they
tabulste bilatess! indexes of intra-industry trade st the industry level. These indexes are then aggregated
and their weighted average is explsined using a gravity equadon. Trade types, an alternative method
used to disentsngle trade in intra-industry versus inter-industry flows, are explained in Fontagné,
Freudenberg and Péridy (1998). They calculste trade types at the 8-digit product level and aggregate the
results at the industry Jevel These trade types are explained using equations integrating gravity-related
variables. However, the three papers consider trade shares rather than trade volumes, which departs

slightly from the bulk of work on gravity equations.

3] Reglonalion offects: Trade irvation wersws irade diversion

vaitymoddshwcbeenmmivdyusodtoaddfessshcissueofti:eimpuctofmdepo&iuonm
flows like the impact of regional trade agreements. Consider that our two countries 7 and J sign a
regional agreemeat. Introduce one dummy: 1 for sboth in» (fand / in the agreement) and 0 otherwise.
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except Mexico, the sdeced countries are noa-OECD members. Of-exporsen’ were siso excladed
from the sarple of exporting countries, but are inchided a3 impocting conntries.

In sddition, significant re-cxporiers, such as Panama, Hong Kong and Singapore, heve been oxcloded
froum the sample of exponting and importing countries. In order 10 obeadn robust estimetes wnd selisbie
trade-s0-icome dasticities®, countries with s GDP below § 14 ba in 1999-2000 bave been excloded.
Foz cxample, Guatemahs (GDP of $18 ba) and Tenisia (GDP of $21 bn) arc in the seouple, wolibe Mk
(GDP of 2.6 bn) or Ecusdor (GDP of $12 ba).

Using relatively small countnes in ¢ gravity model has several dangers. It adds significant aoive 1 the
m&kmmﬂnm&m&e&mwmmﬁmuwsh

commodites. Hence, their direction of tade is heavily desrmined by

W&MMMmuHﬁuMMQm
appard-masufactaring countries in Asis thas what the kew of graviy peedices. Sandedy, Gob

crustacean peoducers like Msunimnia export more 10 Japan than other developiog conntries.

All these observations cxn nrodoce many distortions in the parameters of the model.

In addition, mtroducing many small countries in the sample brings in meay zev0s (00 trade between
puirs of conntries) in the dats set, kmiting the smtistical interest.

Table §: Couniries selecied for all sstimeles

Exporting countries Inporting countries
Algeria, Argenting, Ausiralis, Ausirie
Bolarus, Bolgkan - ux, Brazll

Chile, China, Colombia, Croolie, Cubs Canadg, Chile, Chinm, Colomiia,

Corach Rapublic Republic

Dominican Republic Denmenk

Egypt Egypt
Fivleext, France

Gustonsin Garmany, Grescs, Guslemnsls

Hungery Hungery

Indie, Indonesie irxia, indonesie, ican, roland, rael, Rely

Kores, Republic of Karaksion, Kores (Rep)

Malnysin, Mexico, Morooco Maleysia, Mexico,
Netheriands, New Zesland, Nigesia, Noreey

Pukistan, Pecy, Phillppines, Pakistan, Peru, Philppines, Polesxd, Poriugst

Rornie, Russian Fedoration Romania, Russian Federsion

Shovakia, Slovenia, Sii Lanks Saudi Arabia, Siovenia, SACL, Spain, Sd Lanks
Swaden, Swikcerlend

Thellend, Tonisle, Turkey Thallerd, Tunisia, Tirkey

Ukraine, Urugusy, & Unlted Kingdom, USA, Usiguey

Viet Nam | Venerusle

4 Crude petrolessn ol snd gases accounting for more s 40% of total expornts. :
% The trade-1-GDP clasticities appear 16 be 100 high when using » large sample of countries (see Table 5)

u?
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Table 2: Other countries with available data

Exporting countries Importing courtries
Athania, Armenia Albania
smmmm Boiivia, Bosnia and Bahrain, Barbados, Bollze, Bolivia
erzegovina, Buigaria, Burkina Faso (*), Burund (%)
Cumocﬂa{') Cameroon Costa Rica, Cdte divoire
mm,cmm Cyprus
Dorminica (*) Dominica :
Ecuador, El saivador, Estonia, Ethiopia Ecuador, Ei Salvador, Estonia, Ethiopta
O
?;o@a,emmmmﬁm&m{'} Georgia, Ghana, Grenada
W,Hondtm(') Honduras
myzsm ‘i? iiwgyzﬂm
K ’
L% {*). Latvia, Lebanon, Lithuania Latvhmﬂ. Lithuania
Madagascar (*), Malawi ("), Maldives "), Mali{*) Madagascar, Maidives, Malta,
Malis, Mauoritanta {*), Mauritius, Mauyitios
Moldova (Rep), Mongoiia (), Mozambigue {*), Myanmar | Moidova, Republic of
Nepal, Nicaragua (*), Niger (*} §998L w .
Senegal, Seychelles, Suriname Sg’}in’:rne ' )
Tanzana, Togo Tarzaia, Trinidad and Tobago, Turkmenistan
Uganda Uganda

[ Zimbabwe

{*}: for these countries the, fixed chiects have extreme values (very large or wmﬂ},mmwwm
of the country are not well expiained by the model and that other factors, specific %o the country, heve to be considered.
Usaally it concems very smsll economies. The results are consequently not showed on 1TC's website,
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B. Tradle data

The 1999-2000 sverage is considered for all figures. Hence we use cross-sectional estimetes 35 & batis
for simulstion. Total uade & considered with the exchmion of focds snd minersl deposies, simply
becanse trsde in minenls refer w0 sbsolute adventges {or disadvantages) and comsequently presens
 Bude intevest for the snalysis of tade powenoal. Most of the suthors who estimuee gravity models do
The source of trade dats is COMTRADE, the UN. trade database® Trade dots has beea cheched sad
adjasted for potentially vnrelisble data (sec Annex 1). Dats for China hes been adjuswed, following o
discassion with UNCTAD and WTO trade specialists, who argued that the cight Esst Chinese
Provinces sccount for mose 80% of Chinese trsde. Consequently, the Chinese GDP of this "exporting
Chim" is underestimated in most gravity models, leading 00 vnexpecred results. The adpstments for
Chins sre explained in Annex 2.

C. Variables

1) Bilsteral measure of market access
Since the model & by constroction bilstersl, we need 10 use a bilateral messase of moacket scoexs thet
takes into sccount all preferential regimes.

Unfike most smadies camied out, slong with the initial version of TrwkSir et copuwes trade
agreements using dummy varisbles, we bave used an onginal approacis a bilsseral messore of mackes
scoess. The construction sad the terpretstion of the hilstersl dasbase, called M A Map ave exploiaed
in Bouct a al {2001). This very sophisticated measure includes oot only spplied teriffs, bot eleo
specific duties (for example 0.2§ per kilo), triff quotss and aut-dumping duties. AN these bersiers are
converted into and ad-valorem equivalents and sumenasised in ooc messuee. This measore is conyposed
initally st the wriff Eoe level It is also possible to cakeulate sversge bilseral messwwes st mose
aggregated Jeveds, for sectors or even for the entire economy.

In MAcMap, sn otiginal sggregatioo methodology, based oo country groaping, is used in osder w0 Benit
the effect of sn endogentous sggregation biss’.

MA: Map tkes into sccount all preferential regimes for esch importiog country veesos off its paroeer
countries.

Table 3 gives an abstoact of the MAr Map dstabase for Argentins, 33 an exporting cowntry w0 selecaed
the taziff mawe (and other mesvwe convened o o -wallosem

equivalents) faced by Asgentina in the Chinese sod Swiss markess is very high (sbove 29%), while
Canads and Chili are rouch more open 0 Argention's goods.

,a -...,’. f- N n’-f-.‘_.,..l }- “‘” bh . %M
(imcreasad), Lising national irrports s weigits jeads 10 an under vatustion of the protection level of a coustry.

e
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Table 3: MAc Map aggregeted dats for Argenting, as an exporting country to selecied parther
counirles.

“The use of this indicator provides precisely what we want to messure: the impsct of market restrictions
on trade. Conversely, dummy vaznisbles of regional agreements do not allow for the snalysis of the sole
impact of the trade agreement on trade, but instead also capture border effects (countries in 2 regional

t are usually very close to each other) and cultural factors (share of & common colonisl past,

agreemen
like UEMOA).

2) GDP at current prices
Dats are in cagrent billion US$ converted using the World Bank Adss method, We consider the
sverage G DP for 1999 and 2000 in US¥ taken from World Bank, World Development Indicators 2001,

3) Cultursl factors

A common culture variable, renging from 0 to 1 has been created. It takes into account common
nations] langusges (official or not), as well #s links established during the colonial period. The official
languages were tsken from Experters Engyclopedia 1998/99. The following languages were considered:
Anshic, Amerindian, Cantoaese, Dutch, English, French, German, Irish, Greek, Hungarian, Italisn,
japume,Mmdaﬁﬁ,Muhy, Porruguese, Russian, Spanish, Swedish, Swahili snd Turkish.

For each country, we have distinguished primary and secondary Janguages. Secondary languages may
not be officisl and include languages spoken by large communities of immigrants, such as Turkish
WthMh@-MmWwia&eﬂs&mmmmmm
influence of diaspors on trade.

One country may have up to three msin languspes and three secondary hinguages. Malaysin has, for
instance, two main langueges, Mandarin and Malay, and two secondary languages, Engiish and Hindi.
The vatiable can take four values: 0, 0.25, 0.5 and 1, according to Table 4.

$to
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Tabie 4: Intensily of common culbumn
Cases Value taken by
the collure
varisbie
‘The two counirias share 8 common main longuage 1
Couniry / for §) was 8 Tormer colony of counley f (o 1) 1
The two couniries, / and /, shere & cormmon leng uage, thel is & as
e lenguage In one country (f or /) but a secondary langusge:
i the oltwr for 1} _
The two couniries 3hem & common second main languege. 025

£) Tramsport and (ransaction costs

Usually, trassport and transsction costs in gravity models sre capeared by two vatisbles: the
bummmmmdhmmdumbmﬁ«%mwkm

Wh:dm.whncmﬂuﬁoﬁsumhbpmdwnnﬂybylmuodyﬁ
Razin (2002), who have mvestigated alternative ways of modeling teanssction snd transport costs. The
suthors srpue, “distance caprures more than wransport costs and thar lage distenoe zoxy be sssocised
with grester information and search costs”™. That explsins why the trade-to-distance elasticity (ranging
from ~0.8 10 1.5 in most studics) is 20 high, in comparson 1o theoxy. In s other study, Grossman
(1998) cakculated that if shipping costs are of the order of % of the valoe of usded goods, then the
distance chsticity should be arovnd -0.03.
The suthors suggest including vacdables thst caprure the role of informetions! infissauctase. They
introduce two varisbles: bilateral telephone teaffic and telephone densities (selephone Raes per capits)
and obtain very good results. Unformanancly, bilarersl relephone waffic is coly svailsble for » Samieed
aumber of countries. Conseguently, we have used the bilatesal relephone densities, swssared s the
product of tekephone Eoes per capins in the rwo countries. The souce for the dats is the Wosld Baok’s
Woekd Development Indicators.
The distance is the grest circle distance berween 75 and 7 cxpital {or main) civies. Having toassfossaed
the Intitade @ and the Joogitude A into radiens (xT1/360), the foomuls wsed 10 calculete the distamce
between the pair of countties is 5]

A=l ~A
s1 7y
151 D,:Axco&ng-cfﬁmgm,m,}

with 2= 6367 for kn and 3956 for miles. We used km 23 & noit.

For the USA snd Canads, different economic centres have been used: New York and Sen Francieco
for the USA, and Moatreal and Vancouver for Canads. For Russis, Moscow s conssdered hese ss dhe
only ecooomic centre since Novosibirsk and Viedivostok are pot atics of simder econoic
importance. The border dummy varishle nsed in conjunction with the distsnce allows the capoare of
extes -trade with neighbours (e.g. between Russis snd Moogolie).

L
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5) Langusage diversity agd Hteracy

Two vatiables of language diversity and literscy bave also been considered. The use of these variables is
discussed in demsil in Mélir (2002). Linguistic diversity at home promotes foreign trade. The sbility to
tead and write also influences foreign trade.

‘The source of the data is Grimes (2000). It is zlso availsble on the Interaet (www.ethnologue.com).
The index of linguistic diversity is available for s large number of countries. The index is interpreted, a3
“the probability that say two peoplc in the country picked # random will have different mother
tongues”. The higher the index — the closer to one ~ the higher the probsbility that a racdom pair of
individuals will have differeat mother rongues. For instance, the Janguage diversity index equals 0.65 in
Belgium (two main languages, Dutch and French), 0.24 in France and 0.35 in the USA.

Note: the liveracy rste i5 strongly related to the ievel of development sad GDP per capitn
Consequently, to avoid stroog colinessity, GDP per capita should not be used in a model that already

includes literacy mate.

6) FDI stock per capita

Other vapables like bilstersl FDI flows are particulady relevant i exphining bilatexsl trade flows. For
example, Fontagné (1999) obtaine very sound results. Unfortumately, biateral FDI flows are only
svailable for OECD countries. Hence, we expect than bilacesal FDI would sccount for an important
shate in residusls in our model. Nevertheless, we found it interesting to include total inwaed FDI
figures, since this data is svailable for most countries. The source of this data is UNCTAD's Division
on Investment, Technology and Enterprise Development (DITE) {r0.unctad.org/en/subsites /dive /).
We have considered in particular the nward FDIT stock per capita of the exporting country, which
captures the sttractivencss of the country for forcign investors. FDI usually brings technology, kaow-
how and internations! marketing and genenally increases international competitiveness, Nevertheless,
the impact of FDI on exports depends on the nature of the investment and the target market.
Iavestments in the manufactuting sector in an export-odented perspective are likely to have # stronges
impact on nationsl exports than privatisation of 2 nations! tclecommunication company. It is also «
metter of market size. hivestment in large countzies, such as Bresil or Russia, is targeted primaxily st
the domestic market, 25 opposed to FDI in Estoniz, Huagary or Belgium.

mlnmﬁwmskakoapmyfozmknpmms,poﬁﬁalsﬁwrymdmm&umg&iﬂiﬂg
framework (financial incentives for foreign investors, possibility to repatriate profits, existence of free-
economic zones). .

7) Other variables

Other vaniables have been tested, even though they do not appear in the finsl model Aanex 3 shows
shernative models that have been tested.

Agn indicator of paved roads (a5 s percentage of all the country’s roads, measvred in length), taken
from World Bank's World Development Indicators, has been tested. It is not included in the final
model, since it is strongly correlared with the number of telephone lines (see Annex 4) and
consequently the estitaated paramcter bas an uncxpected sign (see Annex 3).

A dummy varisble of transit trade has also been tested. It tzkes the value 1 if one country is

landlocked and its partner country has access to the sea and is one of its neighbours. In this case, there
is 2 strong suspicion that made between the two countries will include transit trade {on both sides).

i
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Cascs in poiot include the pairs Sencgal- Mab and Kenys-Ugsnds. The varishie is highly significsnt on
the hagest sample of countries (see Annex 3) but not the sclected one. It s expleined by the smaller
pairs of observations in the sclected sample and 2iso by the fimited impactsace of taasit uade for
more accurte recording of fieal destinations and origns of products) for ncher land-locked comatries,
such as Hungary or the Czech Republic, than for Mali or Uganda. Since the traasit varisble & sooogly
correlated with the border dummy varable (see Anoex 4), we do not inchude i in the model. Tranei
wade shoukd bowever be taken into account when soalysing the resolts for Isad-locked commries.

A variable of conflict intensity between pairs of countries has been vested. The somece of the dam i
thi Hedelberg Instituee for Intemationsl Conflict Research (www.hilk.deT’. According o this source,
the term “conflict”™ is defined a5 the clashing of overlapping interests (positions] diffesraces) around
pavions] valves sod issues (mdependence, seif -determunation, bosders and wrotory, sccess 0 or
distribution of domestic or intrmational power); the cooflict hes 0 be of some ducstion sad
magnitade for at Jeast two parvies {states, groups of states, organizations or ceganized groups) that ace
determined to pursue their tcrests snd win their case. At Jeast ooe party is the “oogecized staee.”
According to theix definution, there: are four types of coallices:

- Lateat couflict; completely sonviolent

~ Crinis; mostly nonviclent

- Severe crivis; spoesdic, ircegular ne of force, ‘war in-sight’ crisis

- Wax; systematic, collective wee of force by regular troops

Over 85 reported coaflicts between countries in the sample heve been nken o sccount for this
model. The coailict index is calculated as combinstion of #3 dorstion () end iowcnsity (from 1 w0 4).
Only recent conflics have been tuken into account; conflicts thar ended before 1990 heve bees
discarded, sssuming that the effect of conflics on trade-potential dechines the mone distant the conflice.

The variable is stxtisticaly significant over the whole sample of conntries, but not on the selecard one
{sce Table 5), due 10 » Iack of observations.

The total area of the country is aiso tken into sccount 33 » peoxy for the internal dineance. Big
countties will tend # trade more with themscives than smalier countries would. The sousce of the dets
is Wodd Bank's Workd Development Indicators. Since the ares s correlated with the GDP, we howe
also considened the population deasity {(populstion divided by ares) 23 s siemstive 10 popalstion sad
lend aoen.

¥ we would 5ike © thank Professor Jrgen Braner, from Angusis State Usiversity, for e collectod duin snd the
suggestions sbout the construction of the intensity of conflict varible.

as?
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D. The equation

T'he final model used for the calculations of the trade potential is the following:

logX);, =-8.01+154-logk, +1.04-logY, +039-logDeny +0.11- logDens ~ Q.07-lopConflicy
[6] +027-logFD{+0.85logLiteracy+0.25 logLangdiy+0.11-logTelg —101-logh,
+&9~dee;—021~far§ﬁ' +L.18-Culturg +u,

where:

i : the exporting country

 the importing country

X, trade from country § to couatry /

Y,: GDP of conntry i

FDI: Per capita inward FDI stock in couatry /

Dexs;: population density in country 7

Littnxy,: Titeracy tate in country /

Lampdiv; language diversity in country /

Teke: product of telephone densities in countries /and /

D;:tﬁsmacbetwmimdj

Border;: i and j are neighbouring covatries (=1) or not (=0)
rgﬁ:&kmﬂmmm(ﬁxﬁ:ﬂefwﬁaho]} _

Equation [6] results from several steps, parameter estimates fincluding sigaificance probabilities) are
shown in colamn [A] of Table 5.

We have pmcecdﬁdis:gmen}to-spcdﬁc approach. Firstdy, we considered all countries with available
data. We also considered all types of variables, described in the previous section. Colums [C] of Table
5 shows the ¢stimates when using the whole sample of countries snd without imposing any restriction
ou:thammcmAm3indudcsmoak¢m&ve specifications to [C], considering in addition 1o
variables included in [C], the transit trade vaniable (columan [D]) and the paved roads rate (column {EJ).
The transit trade variable is strongly correlated with the border vatiable and hence has been discurderd
(mwnckéoamatxixiz&m4}S§mihdy,t§acpavedroa¢ismteish§ghlyconclndmﬂwmlepm
density, resulting in inconsistent estimates (unexpected sign in [D]).

The estimated cocfficients of [C] have all the expected signs and most of them are statistically
significantly different from 0 at the 1% probability kevel The population density-clasticities are
mésﬁcdysigniﬁmnﬂydiifmt&mnﬂatﬁwé%pwbsbiﬁtylmdbmmstd;ei%km!.'!he
intensity of conflict on trade scems to have a Emited but non-neglgible negative impact on trade, with
a 5% significance probabibity. Altcmzm measures of conflict intensity have not been tested here, It
wonld certainly deserve & decper analysis.

The impact of Jiteracy {elasticity of 0.63) and to a lesser extend of language diversity (elasticity of 0.13)
on trade is high and confirms the results of Mélitz (2002). Similarly, the common cultore index has a

i3
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strong impect on tade (265) This latter impect secms 0 be overestimmed, in particoler i
comparison with most other stadies 20d the initial version of TrwkSiw (0.53). The letser sivostion i
lurgely explained by the introduction of informations! infrsstroctare (telephone densities) wr the maded.

Tabie 5: Thres model specificalions

TA] (vquation [61) (7]
Selecied sampie, | Selected sample, | Whole sample,
N Varisbie with restrictions | no restriclions | no restricions
»E Pr> Pr> Pr>
) Estimate mﬁ eml mﬂ Estimate m"
Indsrcept 2.0t 8.5 -14.08
GOF oparter 1.54 1ﬁ 1.90 1
GDP imponer _ 1.04 1 1%
FLog poprdetion denally axporter 0.3 044 [T ]
Log population denslly inpovier (Sl 0.1 025
li.mmmm 085 0«4 083
Log FOI mxqporier 07 0.7 051
:w“?m 025 0.29 0.13
e
*m ::’*‘" o1y z :,j ﬁ a2
Border dumwny verisble 0.90 g o
of distance AN -1.000 ~1.00
measw of comenon Gllore 148 1. 20
Log of market SCCONE MoRRIe 029 -0, 129 o
JLog of corlict messurs -0.071r) oM 97 -
R 458 o ‘
Numbier «f oheervalions ZXh i
Towes thas 0.0001 we ot diuplayed

Notes: 1) - resiwicond pacosters. (1) Significmuce probabitiios
{*x: Ewivastes wot statiscically sigwificantly differem from 0, st the 5% sigaificance probubillity.

T shencied, eanimutes St differ siguificandly scomeding w0 e snple commtrics.
The negative i of distance on trade also Jooks over-cstimaned -1.89). Ia most stadics, it vaies
between -0.8 -1.5, with ~1.4 for the previous version of TrwkSie. As we will sec ler on, it is &
matter of coontry sample, since tansport costs {measured here by the distance) are 3 stonger
wmmmmmumesmmauaM
infostructare  (relepbone  densities) allows w0 capture tansaction costs sad heace provides o
complement to the teadicions] distance varishie.
The "tariffto-trade”™ elusticity oquals -0.21, meaning that decressing triffs by S0% (dividiag thean by
two) would mcresse trade by 10.5%. At first sight, this elasticity seems 10 be under-estimmsed. There
sre however two factors explaining this low impact on tede. Firsdly, the model is of macro-ecosomic
natore snd secoadly, it is s partel equilibiriom model
At the prodoct level the ouiff {or more exactly price) elasticity varies unully berween -3 sod -7, for
poice-elastic goods. At the secror ievel, the price-elasticities vary usually between —2 snd -3, while st the
mecm-economic level, they sre between 0 and -1,
The partial equilibcnn nstare of the gravity model, that does not capture dynamic effects sad ceoee-
mndusivy linksges, also contributes 1© & weak taniff -w0-trade dasticity. Using 2 genenal equilibeiom sodel,
Fraocots et sl (1996) estimated that the Urogusy Round, which 0o aversge decressed mafls by 40%,
incressed wodd trade by 14%, mesning » undetlying "tariff-eo-usde™ elasticity of —0.35, which s nce
far froen our estimate (-0.21).
The K vaine i estimated t0 be sroand 0.62. When introducing fxed effects on the exporer’s side
(dumy varisbie F, equals to 1 when 7is the exporting country and 0 otherwise), the R’ gets close 1
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0.75. The absence of fixed effects in the model is justified in the next section, explaining the calculation
of bilateral trede potential for countries. .

The majos problems of model specification [C] are the wade-w-GDP dlasticities, which appear 1o be
100 high when using this large sample of countries, that include many small economies. The trade-to-
GDP elasticity of the exportet is close to 1.9 and trade-to-GDP elasticity of the importer i close to

1.6. In theoty, one would expect 2n income-to-trade elasticity close to 1. In most existing studies, the
chsticity varies between I and 1.5, including the initial vession of TradeSim (1.33 for the exporter

elasticity and 1.05 for the imposter).

¥

Sclected sample of countries !
In order to obtain more robust estimstes, we have proceeded 1o 2 selection of countries. Since the
Pmbkg;isrekf;edwmeﬂkmofmﬂmnmmmsmplgwemm;wemm
GDP. When selecting cowatries, both on the importing and exporting side, with an ansval gominsl
GDP higher 10§ 14 billion, we obrain the estimates listed in column [B] of Table 5. As listed in Table
1, the sample includes 36 exporting countries (from the developing world) and 58 imponting countries.
Al of column [B] are in accordance with the theory. The income-©-trade clasticities are
now doser to one, 1.54 for the exporting country and 1.04 for the importing country. Other
p:mmwtkcbmmﬁktozbcchmgcofcmzysmpk. ,

Indeed, the influence of bordess and distances on trade looks quite differeat when using a different
ssmple of developing countries. Distance between big nations does not have the same impact (clasticity
of -1.0) than when including smaller economies in the sample (clasticity of -1.89).

On the other side, the border effect is more significant fos large economies than for smaller ones.
These resules are particuladdy significant from s South-South tmde promotion perspective. They
confirm that transport costs are 1 stronger impediment to trade in the developing word, in particular
developing countries endowed with 2 poor transport infrasoructure. For example, transport costs
between London and Nairobi (Kenyw) are comparsbie to those between Nairobi and Kampals, the
capits] of Uganda (Hummels 1998). In addition, being lnd-Jocked is a crucial matter in Africa in
particular. For example, Limso & Venables (2002) showed that the average transpost cost is much
higher in developing countries without any sccess to the sea. Transport costs are higher between
countoies ke Ugands snd Mali, than between Nigeria and Cameroon, explaining why intes-African
trade between the east coast and west coast is insignificsat.

Finally, it is worth highlighting & lower tariffto-trade clasticity (-0.12 versus —021) when vsing a
sample of larger economies. This esult is very interesting and confirms that dismanding trade barviers
berween developing countries is as importsnt gs dismantling South-©-North barders. Another possible
intespretation is that in most developing countries, technical barriers to trade we Jess important thas in
industrialised economies and hence our measure of bilateral market access captures trade obsmacles
more completely than when considering only 2 sample of nicher countries, which tend to develop more
wmwm

The impact of conflict on made is no Jonger significant. This is due primarily to 3 lack of observations
when selecting latger countries. Hence, for estimating this impact, the whole sample seems to be more
sppropiate, since it captures more conflicts.

Finally, in specification [B], three variables play 2 more significant role in expleining bilatersl toade
flows than when inchiding smefler economies, namely the populztion density, the literscy rate and the
lunguage diversity in the exparting covatry.

For the calculation of trade poteatisls, our ultimate goal, we have used » slighdy different version of
model {B], by adding two parameter restrictions, on the conflict and market access messures. For those

variables, we impose the use the parameters estimated in [C] for the bilateral measares of protection (-

0.21) and conflict (0.07). Indeed, since country sizc does not directly influence the bilatersl level of

15
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protection and coaflict intensity, the whole sample capaures mote observations sad hence peovides
more socursie estimates. The pasameters of this mode specification is shown i colama [A] of Table
5. snd in equation [6]. The two parsmeter restrictions do not mfloence moch the other eaticnsses.

E. Caiculation of trade potential

Tride potential is cakulsted on the basis of the parameter estimates shows in [ The focomis is
applied 1o the whole country sample. Hence for each exposting country  from the developing workd,
we caiculste the X, 0 96 partner countries sccording 10 {6 In oeder 1o sdjvet the trade posentinl
froe systematic effects, we define an “s posterion™ fixed effect F, defined ox:

X,
R /'é,i;

The ade posential TP, i cakculsred as: TP, = F, - X,

This procedare calculaes tade poteatinl usiog so-called “fixed effccts™ for out-of-ssmple counexies or,
in orther wands, for countries not used 1 estimating [6).

These systematic effects capture the factors that would expliin why & covntry would wade move (Jess)
with the rest of the world than if it was based solcly on the deteominants of trade ia J6]. It inclades, for
example, the attraction of expont-onented FDI in the manufactoring seceor (Tuniis e.g), successfal
export-odented steategy (such a3 Mauritan), etc.

%Y
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F. Resuits

Unlike the first version of TradSiw, we have opted here for 3 "zero sum™ approach. In other words,
for each exposting country, the sumn of present trade flows 10 sll of its partners is equal 1o the sum of
trade potential flows. Table 6 Hlustrates the output table for Turkey, while Chart 1 shows the graphic
output for the same coustry. Table 6 only preseats the results to Turkey's leading export marckets, The
table-available on the website lists the results to 95 partner countries. In addition to the current trade
and ‘the trade potential, the wble includes the relauve difference between these two flows and o

qualitative assessment of bilateral market access, distance and telephone lines,
Chart: Lesding export markels & markel potential for Turkey

¢

SCurant trache
B Trade polential

The relative difference varies between —100 (current trade is nil, trade potential is >0) and +100 (trade
pmﬁdisnﬂ,amtmdsk»ﬂ}mdisdeﬁmdm
Relative difference = 100 * (Cutrent trade-Trade potential) / (Corrent trade+Trade potential)

The import duty is based on the bileteral market access messure, sccording the following table of

Quabtative assessment of import duty | Range
Neghgible or duty-free 1%

Low >1% and £ 10%
High > 10% 20d S 19%
Peak > 19% and < 28%
Prohibitive > 28%

17



The distance is based on the geodesic distance, accarding the following whie of couresposdence:

TrackeSiw version 2

Qualitative assessment of distsonce Range

Very closed %1,000 kans

Rel closed >1,000 ks aad < 4,000 ken
Aversge > 4,000 ko and £ 7,000 keny
Rel far > 7,000 ke sod < 10,000 kv
Very far > 10000 ke

The telephone lines sre besed on the geometric sversge of the somber of siepbone nes in the
exporting and the impostiog countrics (oumber of fixed lines per 1,000 habitand), scooeding the

following table of correspondence:

[ Quabitative assessment of ehephooe lines  Range

Very poox % 40 Bxes

Rel pooe >40 Enes sod £ 80 Sines
Avenge > 80 Boes and £ 120 Noes
Rel good > 1209 lines and$ 200 Eeses
Very good > 200 lines

In sddition, in ordex o highlight interesting results, the lines of the table are coloured soconding w0 the
value of the relative difference. When the two countries trade currently moch more than the graviey
soccemfal

mm(mm»mmmﬁa%)«mmmmuw
Ene of the table it indicated io lght bine sod bold. When the

two countsies toade much Jess than in theory {the difference &5 lower than -30%), or in other words
there seems to be an untapped tnde potentisl, the corresponding line of the able is sheded.

When the relative difference between the current tzade and the trade posential is incloded berweey, —
mmm&emupmdmghumk&mmmeMnTﬁkﬂkw*

Jeading export markets, the curent trade is close to its that the gravity model
‘works selatively well for Turkey. Turkish exports 0 Russis and Iusél sre the abowe catimmed ade
, not folly captaved by the descominmes of tede wed in

MM*MM
ﬂﬂmﬁ.mmmkwﬁlu:dnhﬂﬂpwbyhm*ydm
signed o the late 1990s. Exports 50 Tuskmenistan ame also shove what the

WAWWH&WdWMme

Oo the other hand, Jupen is ¢ lergely untspped market for Tarkish exporsees. The Sacoes behind this
low volume of tede should be further cxplored. Neverthcless, we can sswme thet these e
mwwmmammmmamm Texkey,
WMMNTMMEMMQMM:MM
mﬁmawmm&xnﬂm&dnmhhﬁk
clothing), while it does not benefit from aay peivilege in the Japanese tacket.

mmmiwynwmm}hmapmmﬁﬁddw“ﬂnk

under theit

Bilaseral profile for developed matket economies
mwmmm»mm«mmm»mmh
mmummmmhbksmd%! but Jooking st USA snd France ss export
markets for devcloping countries, Similerly, ﬁemdcﬂ%mmmquﬁ:w&emmy

- Foomally, the "u posteriod™ fixed effect Fis defined ax:

s
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Accordingiy,tbeu:ﬁepomaﬁd TP}, is calculated as: IPg'mﬂ;j"
" It is important to note that the trade potentials calculated with a fixed effect for the importer (TP) ure
different from the trade potentials calculated with g fixed effect for the exporter (TP,).
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Table §; Output table for Turkey
Couecant tesde]  Trads Relath
mpodti ng country 1@2:0. Polential, | o o,  mport duty Distance !rawnm MJ
[Gommany 5615034] 6,982,541 1§ Vorylow or duly-tee | Fel. clowed Very good
L ISA 2744067 2.338.265 q Low Rel, tar Very good
1A 20545683 2,049,089 Very iow or duty-es | Rel. closed Vary good
vy 18443730 2.047 4500 r Low Ral_closed | _ Very posd .
1.793.5 2,841,318 -23 Low Rel.cloesd | Verrpood |
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In light blue and bold: successful partmership (trade >> potential)

In dark: untapped trade potentisl (potential >> trade)
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TradeSim version 2
G. Limitations for small and weakly diversified economies

By definition, trade specialisation of mare exsctly trade complementatity between the countries wader
snadysis is not taken ito sccount ia the gravity spproach and expising 10 2 grest exment lagge residonls.
This is particulaly true for small or weskly divensified cconomaes. For example, 8 covntry such s
Benin, which relies strongly oa cotton, will export more o Asisn counries than whae the theory
predicts, since there are product complementarities between Benm and Astan economies, which iaport
comon fipee for their luge mxtile and spparel industries. Simiarly, seafood peoducers, such s
Maaritarss, will expot mote to Jxpan (the lgest seafood importer worldwide) than whet the graviey
mode] predicts.

Hence, the trade potential should be considered s highly indicative for countries that see poodly
divensified, relying oo a few products. TaakSaw scroally gives the tde potential of a couetry, if it wes
relatively diversified. In the case of Benin, 20 sdequate saterpresstion woold be: “If Benin was moee
diversified, it would trade more with Europesn conntries than with Asia ™

To conclude, results from TrsdeSin, s macro-economic spproach, should be complesented with &

deeper sectoe-specific or product-specific amlyss in oeder to csprure the aade complementarities
berween the countsies under analysis. Same ITC's toals such s the Trade Performance Index, or the

National Export and Import Profiles provide uscful information st this sespect.
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Annex 1: Trade dats estimates

Exports are extmcted from COMTRADE. Udlike most existing models (that are based on IMF's
DOTS), we exclude crude oil and other extracted raw materials. Since there is « discrepancy between
reporting couatry and parmer declxeations fos « given trade flow, and according © the better quality of
import declarations, unless one of the two does not report dats we consider 2 weighted average of both
declarations. By default, if both reporters are considered to have the same level of dst reliability, the
2/3 role (243 for importers' data & 1/3 for the exposter's data) is used, If one of the two countries has
more reliable dats”, more weight is put on the datz reported by the "reliable” country. If the importer is
a more reliable reporter than s weighted combination of 6.8 ~ 0.2 bas been used. If the exporter is &
more reliable reporter than a weighted combination of 0.6 - 0.4 has been used. In addition, in some
special cases, data has been sdjusted for impormant bilateral discrepancies, for example, Indonesia-
Singapore (use of Indonesia’s data es Singapore reports 0, mentioning that due to smuggling, they do
pot trust their own data) and Belarus-Russia (Belarus’ declarations have been used xs Russia does not
The tsble below gives the list of countries according to the consistency of their trade data with their

partnet countries,

Consistency of trade dsta with partner countries:

Countryhartory with consistent iragie dats éouazqne%wﬁmmm
Argentin, Australls, Autiris, Barbados, Albsnia, , Chirse, Coln 't

Belgium- Lux, Bolivia s
Brazil, Canada, Chile, Colornbia, Costa Rics, Crostis Guatemais, Hondures, Kazakston
Dominica, Ecuador, Finland Kyrgyzstan, Latvis, Lithusnia
Madagascer, Maldives,

* Based 0n & recent JTC stady, which caleulstes indicators of consistencies of trade deta (see ITC web site). Countries
are considered as relisble (such as Cinada) when the global indicator is <0.30, non-reliable {¢.g. Russia) when >0.35or
with average relisbility bewteen these two values.
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Annex 2: Adjustments for China

In this version, we have spplied the following sdjstments, based on mecro-econcnsic soatistics by
provinces. Chins is considered as “exporting China”™, the eight Eastern provieces, which scoounted in
2000 for sround 85% of mations] usde, 30% of sl populstion, 52% of netioes] GDP and 30% of
total lxnd. These eight prowinces sttoscted almost 90% of inward FDY aver the 1990s.

Tu&&ammmm by multiplying bilateral trade Sows by 0.86% for exports aad
0.84% for imports and sssuming that the direction of tosde of "exporting Chine® docs aot differ
significantly from the whole China. An ahemative, much more time-consuming, would beve bees
use Chinese statistics by proviace,

e T Sl el el LT “’.’"“3‘( .
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Annex 3: Selected tested allernative models

Mam Whole sample MEM
Variable : e with paved With transht

. Fr> N Pr> " Pr>

& Estimate ") |Ectimate] "y |Cetimate * )
-14,06 -12.15 idom
180 idemg ickom
158 idem{ idem
0.07 04 0.14]  .004 idem
025 0 0.30] em
0.63 idem| idem
0.3t k’e_l_!i idem
Q.13 idem idem
0.12 0.18 dem

0.80 018 0.76] 0.20{ .61
-4.89 1 idem] idem
0.21 | idem] idem
07 " idem icem

-171 .00
24 .o

_ 062 0.63 0.62
Number of obsesvations M8 8848 PO49

Notes: (1) Significence probebilities Jower than £.0001 axe not displsyed. 1dem means very closed value 1o [C]
(*): Emimates not statistically significamly different from 0, & the $% significance probability.

25

2%



TradeSin version 2
Annex 4: Correlation matrices

- Correlstion between couatry-specific veriables (having the same value whatever the importiog comtry)

Log Meracy rate Log lnnguege Log wea
exporter diverchy sxporter | expories
. inguage
axporier .29
0% 045
G 028 008 57
Note: all estinates sre statistically signiBicendy different from 0, st the 5% significance peobbility. Caicolend oo
the whole ssmple of comries.

. Log of e of
ofthe] POOVCE of ,'-‘l“ . [V —
telephons S Logef | mesews of
ol

conflick market
denaities of
MW“ mcoun  variehie

of the product of
denciios of
porter snd importa
of blaiersl mechet
m” 201 200

oo

dursmy variable | 0.3 0.00" 005
. og of distaivce 058 Q11 015 035
;::w‘ .10 a1t | 0or o | o
[Tronst dummy variable | 6.8 -0.08 D0F 040 .15 om
’ ofthe productof | gor | ams 00 oo | oan | om
(*): estienates statistically not significsntly different from 0, ar the 1% ngnificance probabilicy. Calculered on the
whale sunple of countries.
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SUMMARY

ITC developed the Trade Performance Index (TPI) with the aim of assessing and monitoring
the multi-faceted dimensions of export performance and competitiveness by sector and by county, At
present, the TPI covers 184 countries and 14 different export sectors. The index calculates the level
of competitiveness and diversification of a particular export sector using comparisons with other
countries. In particular, it brings out gains and losses in world market shares and sheds light on the
factors causing these changes. Moreover, it monitors the evolution of export diversification for
products and markets. The TPl is limited by its purely quantitative appfoach, although it does provide
a systematic overview of sectoral export performance and comparative and competitive advantages.

For each country and each sector, the TPI provides three types of indicators: & genera! profile,
" a country position for the latest availabie year and changes in export performance in recent years.
' Altogether, the TPI makes use of around two dozen quantitative performance indicators. For case of
reference, these indicators are presented in sbsolute terms and, in addition, ranked smong the 184

countries covered by the TPL

Moreover, two composite rankings are calculated, One of these rankings refers to the overall
position of a country and sector and another ranking refers to changes in performance. The composite
ranking referring to the overall 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 refersing to changes in performance is based on five criteria, namely
the change in the world market share, the change in the cover ratio (exports divided by imports), the
level of specialisation in dynamic products, the change in product diversification and the change in
market diversificati

Introdnction

The trade performance of individual countries fends to be a good indicator of economic
performance since well performing countries tend to record higher rates of GDF growth. The majority
of developing countries have joined the World Trade Organization (WTO) and have fsken initiatives
gimed at opening their economies. Nevertheless, the outcome has not alwsys been systematically
positive with export perfonmance sometimes remaining disappointing. It is difficult to establish sn alt
embracing defmition of successful trade performance. Trade champions contrast with certain
wusedexpo;mthatwffuﬁmademaﬁoninthﬂrtenmnf!mde.?orwie,m
mmmmmdmwmmmwmmmmmmmmm
export markets, while other developing countries record more moderate rates of growth with a well
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diversified srray of products and partaer conntries. In other cases, suaccessful perfonmence i e result
of a favourable product or market penetration since the beginning Successful performence cun also be
gauged in terms of s coundry’s ability to adapt its export profile to changing patiorss of world
demand. The last approach is the most dynamuic snd demand-driven trade policy stance.

The Trade Performance Index (TP! thereafier) designed by ITC sims o tackle the complex
and multidimensions] nature of trade patterns. This index is computed using the world's lwgest trade
WW@I%&MWMMMI“M,M
more than 90% of world trade in 3,500 products is reporsed st the S-digit level of the SITCY. Simce
COMTRADE captures arommd 90 % of world trade, the TPI is calculsted not only &r cowntries that
report their own trade dats, bt alwo for over one hundred primarily low-inconse: comtrics thet do aot

Given that such an amount of information would be overwhelming 1o the final weer, products
are grouped into 14 sectors (see appendix 2). Caiculstions sre made at the product Jevel and reults
are presentod af the sectoral level and for the econonty as 3 whole. For each country and cach secior,
the TP provides a geseral projile, indicators on & country’s position snd indicators on chenges in
export performance in recent years.

The rest of the paper covers the objectives, methodology and resaits of the TH fiumework.

1- Motivation for developing the Trade Performance Index

Genenlly, trade performence is characterised by rough indicators, sech as the lovel of
cpenness (total trade in goods snd services divided by GDP) or growth of exports over 2 gives peviod
{such ss the World Bank’s World Development Indicators).

Recent research on the relationship between trade sod growth sugposts thet openmcss sloae is
pot 3 sufficient criteria for determining high levels of growth. Other fackors, sach as e type of
peoduct available, the level of market and economic diversification, the positioning on guelity laddexs,
sre also significant in explaining growth. In addifion, it is important 10 detexmine the reascms for
country differences in cxport growth snd 0 desermine the redistributive process of merket shares

MRONg COMpELilon.

! In the case of mop-reporting coutries, the trade is reconstiveied cu the basis of pertmer cowntry statissics
;mi:mmy. This approach docs Dot capture i among now-feporting countries.
Sandsrd heernstioon] Trade Classification,



Departing from the rough indicators referred to sbove, microeconomic and generally
qualitative indicators are used to characterise the competitiveness of nations. In this light, the
“Microeconomic index of competitiveness™ (Porter and Christensen, 1999), is based on the micro-
foundations of a country’s competitiveness. Launched in 1998 a5 part of the Global Competitiveness
mghjgindexisbasedanasumyofscm#,ﬁmmsbmmmdgowmmwmdahinﬁs
countries, including OECD countries’. Regressing income per capita on this index explains more than
MOfthemofmmthemle.Aqmﬁmﬁwmhaémdmiopodiumierm
complement the qualitstive approach, which may be criticised on the ground of being Jimited 1o 2
small number of developing countries.

Tt appears that the relative position of a country or product on the international market, and its
development over time, is a good indicator of competitiveness. Trade statistics capture these changes.
Trade statistics have the sdvantage of being available for a substantial number of countries. For those
countries which do not report trade statistics, their trade profile can be (partially) completed by using
mitvor statistics. Lastly, trade data is brokes down at the industry and product levels, which provides 2

disaggregated insight into irade performances.
On this basis, developing coumtries can be ranked according to their trade performance, based

on various criteria. A ranking can be provided by country, sector, or a combination of different

o

} must be stressed that the performance of individual countries cannot be determined on the
basis of a restricted sampie of countrics or products. The derivation of the relative export
performance is achieved by including a significant number of countries, together with a detailed
product breakdown.

2~ Content of the TPI

For each country and cach sector, the TPI provides indicators on a country’s general profile,
on a country’s position and on changes in a country’s export performance. Altogether, the TPI
consists of 22 quantitative indicators of trade performance. For ease of reference, these indicators are
pmwdhmmmm&addiﬁmcmbmdmfmam“mgmmm
mmitgmkin;smcaicu}awd,mfmtheamﬂposiﬁmofﬂmmummdmmdwmiew
and another one for the change in performance,

3 Indicators range from the oversll infrastructure quality to administrative infrastructure, information
infrastructure, capitat availability, human resources etc.



All this information is grouped under three categories refemring ™ “gemersl profile™,
“position” and “change”.

Firstly, descriptive indicstors are provided, which will not be wsed in e celculetion of the
ranking. It is wortbwhile computing their values since they provide valusble sdditional informstion
for trade performance snalysis. These are, for a given group of products:

G1. The value of exports (ifi thousand US $) in 1998

G2. The (weighted) trend of exports (94-98)

G3. The share in nationa! exports in 1998

G4. The share in nstionsl imports in 1998

GS. The average annual change i per capita exports (94-98)

G6. The relative unit value in 1998

G7. The average sonusl change in relative unit value (94-98)

G8. The revealed comperative advantage.

A decreasing rank is calculated for the tread in exports and also for the change i per capita
exports. However, these are indicative rankings thet do not cnter inio the final manking
Complementing this first set of information, the country specialisstion index for the gromp of prodecs
considered is caloulated and presented separsiely. Such an indicator showid be considered separately
since competitivencss and specislisation refer 1o two sepersie concepty: compatitivencos sefiers % e
advantage 3 coontry has in exporting 2 certain product over other conntrics, while specialimtion refars
to the allocation of resources within the exporting sector, under the assamption of helaaced totel trade.

Then, the TP1 provides & second set of indicators relatod 1o positions:
P1. Value of net exports (in thousand US $)

P2. Pes capite exports (USS/inkhabitant)

P3. Share in workd market (%)

Pd-s. Product diversification (sueaber)

P4-b. Product spread (ranking)
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P5-a. Market diversification (number)

P5-b. Market spread (ranking)

For each of these indicators, a ranking is established, by decreasing performance, which will
be used in the calculation of a composite ranking of pasition. The reasons for calculating two separate
indicators of diversification for products and markets are clarified below. The composite index of
position considefs & simple average of the comresponding two ranks (average of the rankings for P4-g
and P4-b for instance).

Lastly, the TP provides & second set of indicators related to change:
C1. Percentage change in world market share

C2. Trend of import coverage by exports

C3. Matching with dynsmics of world demand

C4-s. Change in produet diversification

CA-b. Change in product spread

C5-a. Change in market diversification

C5-b. Change in market spread

The percentage change of world market share {C1) is divided into four complementary effects
that are quantified separstely, namely the competitiveness effect, the impact of initial geographic and
product specizlisation and the adaptstion to changes in the patterns of world demand.

All these indicators enter into a composite ranking of change.

3 Calculation of indicators
This section examines the rationale and the calculation of each indicator entering in the TPI.

General profile indicators, position-related indicators and change-related indicators are surveyed

respectively.
Al indicstors are calculated for each of the 14 seciors at the product level. Original dsta used
in the computation is at the 5-digit level of the SITC nomenclature, corresponding to some 3,500

products as 3 whole.
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A first set of indicators aims at giving the genersl profile for the couslry comsidered.
However, these indicators are not used in the calculstion of the fipa! anking provided by the TP,

already mentioned.

Gl- Value of cxports
Valoe of 1otal country exports by sector is given in million of USS for 1998. Exports sre given
in FOB tesms if the country is a difect reporter 1o the OOMTRADE detabese or in CIF woms when
i - I Ib IN *

G2- Trend of exparts

The weighted trend measures, for cach country and each sector, the sl porocstage growth
of exports from 1994 1o 1998, The index is calculsted using the ondinery least squares mothod. In this
index the trend is weighted sgainst the individeal weight of specific products within the sector. This
technique aime t0 rendes the results more sinble and minimise the effect of strong Nuctmations. The
mamking of the 184 comntries is proportional to the sversge growth rate of their respective exporm.

This refers to the share of exports (imports) by sector in relation 10 total comsiry expors
(imports), for the year 1998,

Gs-C3 . .

The level of exports is determined by the demand for a country’s products om world markets
and & country’s shility to satisfy that demnand, which can be reisted 1o its sive. Heace, the walne of per
capits exports shows bow outward Jooking is a country, snd the extent w whick the popuistion
produces for the workd market. The change in per capita exports reflocts chenges i & cowniry’s
outward Jooking stsuce snd performance for the group of products considered.

G6- Relative nuit value

The RUV of each soctor is calculsted as the ratio of the sverage uait value of exporss for 3
country to the world aversge unit value, The reference point or average relative unit value is 1 (fhe
unit value in the targeted country equals the unit value in the world market). If the RUV is below
{sbove) 1, then the country exports its product st & Jower (highes) price than the world average umit

price.



Traditionally, the comparison of unit values for homogeneous products gives an indication of
exporters’ relative prices. However, according to the niew theoties of intemnational trade, products are
differentiated by quality, which is often reflected by differences in price. Accordingly, prices are
considered as an indirect indicator of the guality of differentiated products: assuming that a consumer
has access to product information, two products of different quality cannot be soid at the same price.
However, since prices are not available for individual products, or even for indusiries, unit values
(values divided by quantities) are taken as proxies for prices. Higher unit values are considered as
reflecting a higher quslity, other things being equal, and not as an indication of poor price

competitivencss.

The change in Relative Unit Vahie represents the average annual evehstion of the RUV index
over the period (1993-199%).

In trade flows analysis, an indicator of comparative advantage aims al messuring
_Wﬁsaﬁmmspnciaﬁ&&ionofacmmtryismindinﬁanofkowagimcmalhmmiu
resources to its various industries, under the assumption of balanced total trade. The rationale
underpinning this assumption is that the contribution of any product or industry to the theoretical level
ofspechi‘saﬁmmmbemmmmhwsacyclammedeffmsndiasﬂwiapaﬁm%mdeef
changes in the real exchange rate. This is the goal of the index measuring the contribution to the net
trade balance developed by CEPH and used in the present analysis. Accordingly, the indicator has a

structural character.

The index, measursd in thousand panis of irade, gives the contribution of cach sector (and -

market) to the overall trade balance. It is calculated as the difference between the sctual net balance
and the theorctical net balance. The theoretical net balance corresponds to the net value that the sector
(or market) under analysis would register when global equilibrium occurs in the country’s trade. The
aim of this index is to identify for each country those sectors with the highest levels of specialisation,
rather than to compare countries,

Since this indicator compares levels of specialisation for different industries in a given
country, it is not presented in the synthetic table but in a separate graph.

* Centre d"éudes prospectives et d’informations internationales, Paris.
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According to equation (0), the revealed comparstive advantage is standardised bry totel trade Sor the

RCA, = m——) [(X'u -M)-(x; - H.'..)"%,."l{%:‘}] ©

X and M, respectively country i total exports and imports i year 1

X[, snd M, respectively country i total exparts and imports of products belonging 10 e clstar of
gt o - _ T
(X2, ~ M, ) the checrved trade imbslnce of country / for the chster of in yoar &,

4 4
. :z the weight of closer ¢l in country 1 exports ia year £
i. i

4 1 . ‘ .
(x7 -ae? o e :i £t/ e hoorctical imbalasce of coumy i forthe chuster f i yeur £
I & i. - R

Pl- Value of net cxponts

Net exports are defined as exports less imports. A country’s net exporss are 3 relisbic indicaior
of its position on the world market for two reasons.  Firstly, net exports eliminsie ro-gxports, which
would otherwise introduce a bias into the raw data. Secondly, the indicstor takes e sccoust the
isemations] division of production processes, since s Iarge part of imported istermedinte products
found within exports ususily belong to the same sector {cg clectrosic parts and smembled
computers). Hence, net exports provide s very simple but relishle correction for desling with e
globslisstion of production processes and the induced vestical specialisation of countries st variows
stages of production.

P2- Pax capita cxports

The value of per capita exports indicates the level of outward lookingness of s comatry sad e
exicnt 10 which # coaniry’s population produces for the workd market,

10



The world market share for a specific country is the ratio of total country exports to total
world exports. The market share can also be defined as the country’s share in netional markets for
cach partner country, 2nd the importance of each of these partners in worid trade.

Equatwn{l) deﬁmsthemiwtﬁwe PM’ ofwzm‘yiatmt

B Ty X', 1
P_Mz X/ z, &[X?‘Xr {1}

,.,.::.’._X’ imimﬁmimmw:tML L
B XJmmofmmmmwmyw:

]x' _w_mwmwwt -' R
wmmefaﬂmwmi L

- ;":'X“x, ummammwjfmhmum:ﬁ

L X%.  the weight o the imporing marketin work imports.

. Diversification, meamamred through exports, is a good indicator of production structures and
industry’s development level. Diversification limits the dependence on & small number of products
and hence reduces a conntry’s vulnerability to industry-specific externzl shocks.

In order to capture the degree of product diversification, two separate indicators sre
calculated: the equivalent number of products and the spread. The spread is the inverse of the
corresponding concentration. The equivalent pumber (EN=1/Herfindal), is a theoretical value which
represents the pumber of markets of identical size that would lead to the degree of cxport
concentration exactly equal to the observed one. Because thiz indicator is not highly sensitive to
activities of relatively weak importance, it is a measurement that is suited to sectoral stidies. We start
by presenting these indicators and then tumn to an example illustrating the value added of combining

the two indicators.

11




Calculating product differentistion by mesns of the equivalent sutsber distingwishes for each
country the equivalent number of exported goods of equal impartance (cithex withia each sector or iy
the whole naticual economy) leading W the ssme concentration of exports. The increase in rank is o
function of the increase in the level of diversification (both for products and markets). The lurger the
index value, the greater the diversification of exports, and consequently the besser the raaking.

betwees the highest and lowest value in a given statistical seric. They are calculated wiing = weighied
standard crror. The spread index for products caiculstes for cach country the distribwtion of export
products and compares it 10 the average export vaive. The grester the distribution (Le. sprend) of
exports from a country ss compared 10 the average, the higher the value of the index.

I all countries export all prodacts, aoe of these indicstors would be sufficient. Since this i
not the case, the combination of the two indicators is weefil. The valoe added of combining the two
indicators of dispersion can be illustrated by the example in Toble 1.

~ For example, we consider 4 countries xnd 10 industries. Country A exhibits usiformity in the
level of specialisstion in its industries, thereby achieving the highest level of diversificstion. Comntry
B is specialised with equal ineensity in 5 out of the 10 industries. Coomtry C exports prodects i 8
industvies and is highly specialised in industry 7, which sccounts for 1%% of is exports. Lastly,
is not the ssme for country A snd B on the one hand, snd B and C and the other band. Neither
indicstor discriminates simultaneously between countrics belonging s each of these psirs.

Consider the country pair A and B: the spread is 2evo in both cases (indicating mniformity in
the specialisstion in industrics) wheress the equivalent number is twice as bage for comsiy A
(indicating thet country A is diversified twice as much as B). The spread does not teke into scoount
the number of industries in which a country is active, but only the shere of cach indestry i totl
exports. The equivalent number, oo the other band, ignores the differcaces in cach indweiy”s shese 10
iotal exports and only focuses on the oumber of indistries a coontry is active in. Hesce, the sproad
indicator does pot distinguish sny differences betwees country A sad couniry B, wheroas the
cquivalent nuober finds differeaces betwoen them.

In the case of couniries B and C, the opposite result is obtsived. The equivalent smmber of
markets of equal size is S in both cases. However, since the dispersion is mmch larger in coutry C,
the spread can rank these two countries.

In sum, comtry A is the most diversified couniry, followed by B. Cownirics C sad D are the
Jenst diversified.

12
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Lastly, the comparison of resuits for countries C and D highlights the advantage of using the
weighted spread to the standard deviation. Using the standard deviation, the dispersion in country D is
ten times larger than in country C, even though only their size differs.

Table 1: An example of complementarity between the two indicators of diversification

Country A Country B Country C Country D |

industry 1 T 30 zoof
industry 2 20 15 150

industry 3 20 26 260

industry 4 20 20 200

industry § 20 20 200|

industry 6 20 40

industry 7 20 40 74 240

industry 8 20 40 5 50,
industry 9 20 40 20 200 ﬁ
industry 10 20 40

'Fotal exports 200 200 200 2000

cquivalent number 16.00 5% 50 500

standard deviation 0.00 000 2071 207.10]

weighted spread 0.00 08 BaM LI

[Rank EN 1 2 ? 2

Rank weighted spread 1 1 3 3

Ranking 7 2 3 K}
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T techmical terms, the cquivalcat musnber (for products) is calculaied 23 i equation (Z) below:
. |
(7]

. (x* Yo

ol

i

NE:, =

with X;, the export of product k by country / st yeur £,
Xiq MfWaﬁmwbﬁstdwt
X/ &emamimmlmefwihdwrd

mwmma‘wmm%u}muﬁemwmu
mm&NMmﬂwmmefmhmeMﬂ

J (xu ~pr |

R(X 1)

5=

with:
Xl 'Ma?aputd‘w&»wabuhm&
:?“w &m«hdmimiw:ﬁ&“d
mmfu} ﬁem»bwo{;mhakmdwdﬁmyt "

| J(Xu«'x“)’ the standand devistion.

PS- Divensification of markes
Diversifying partoer countries reduces a country’s dependence on & saal] samber of export
markets sl heace the volnershility o shocks within destination countries,

Iz order 8 capture the degree of market diversification, the sume two complemeontiary
indicators referred 10 sbove are used: the equivalent nusnber of markety and the apecad.

The equivalent number ased for calculating market diversification (equation 4) distingnishes
for ench country, the number of partner countries weighed scoording 10 their importance. The increase

14
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in rank is & function of the increase in the level of diversification of markets, The bigger the index
value, the greater the diversification of markets and consequently the better the ranking.

1
.NE': = 7 {d’)

*(Xp f‘i
o Xl’d

x;, wmyfmofﬁmmmmgmdm@dmmjmma
mw:m&lcxpmsofaﬂmbdomtoﬁnchmd

X/ ﬂ:eshmofm&ﬁ}meomnm&xpomofpm&cubﬂmmmwad

Spmdm&mmﬂmmmngmmxmbmmmgmmmwlﬂeﬁfu
given statistical series. They are calculated using the weighted standard error (equation 5). The spread
index for markets compares for each country, the share of its exports directed w different parmer
countries with the average export value. The greater the dispersion of exports from this country (i.e.
the greater the spread) as compared to the average, the higher the value of the index,

Concerning positions, the ranking of the 184 countries is a function of the degree of diffusion
of exported products (of a country’s exports to partuer countries). The smaller the index, the more
Wmmmmmm{mmmmﬁm)mmmmm

J (Xiﬁ-x""

§t = "tS)_-
e NXp)
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Taming to variations, the decamposition of the varistion in the world market shave provides
information on the competitiveness of the country considered. The maket share varistion con be
tabulated as the simple average of the raakings according 10 four criteria: competitivensen, txitinl
geographic specialisation, initial product specialisstion sad responsivencss 10 changes s world
dermand. These indicstors arc calculaied by decomposing changes in & couatry’s market shere in
clementary markets.

MWW&S#WM&MNM‘?&:MM‘I&W
market shere of country *i™ in the world market con be written as the sum of parteer conmtrice
(markets ™) as well & products (seciors “%™), weighted by the share of these sackets in world

exports.

The variaticn in coumtry *i*"s market share is the total derivative of this weighted avernge.
The equation can be writken as the sum of the following components:

Competitiveness gffect pa.: Gains in market shares doe 1o incressed competitivences. X is
calenlsiod a5 the change in the exporting country’s share in destinstion merkoot inaports, maltipliod by
the initisl share of the pariner conntries’ imports in world trade.

Initial geographic specialisation p.a.: This effect captures the benefits associsiod wilh the
initisl specialisation of domestic exports on dynamic markets. Quantitstively, it is calculstod as the
mitial market share of the exporting country in partner countrics, multiplied by the chonge in the shere
of partney coumtrics in workd trade.
sector specialisstion of domestic supply on products facing a dynsic dessand. Quentitstively, it is
calculsted s¢ the change in the share of clementary markets in world sade, multiphiod by the
difference between the initial shawe of the exparting country in clementary sasvkoets sad the initinl
market shave of the cxpeorting conntry in destinstion maricets.

Adaptation pa.: This effect captares the ability to adjust the sapply of exports 1o changes in
warld dexand. This is cbisined by calculsting the cross varistion of changes i cosiry “7"'s ekt
share snd the change in its share of clementary markets in world imports. i botk chenges are positive
(+,+), this indicates (et over the period studied, country *i* has expericnced an incresse i its ket
share o dynamic clementsry markets. & follows that the outcome from the cross varistion is positive.
I both changes are negative (--), it means that over the period stadied, country "i* has expericaced a
Jdecresse in its market share on recessive clementary markets. Thus, the cross varistion is aace agein
positive. In contrast, increasing market shares on recessive markets (+,-) of losing market shares on
dynamic markets {~+) Jeads o a negative cross variation.

16
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| In sum, the rarking for the change in market share is calculated as the simple average of the
rankings for the 4 foltowi_ng items: competitiveness, geographic specialisation, product specialisation
and responsivencss to changes in world demand.
More formally, the change in worid market share can be written as in (3).

xS, x5, ﬁ{' x,'l Xu 1
oPM,= | B{XJ [x.‘]*, . [X;] a{& Y, P S 63

Eir ol

Msthemofﬁmemnmdy’ ,
tbemwlmmmﬁﬁstmsm&dm&&mgmmmm

]
_z.} ["".1
st [ Xa X,
bencﬁtsof:heunm]mhsanmmdymemm

|
. F & X-ﬁ Xn«"'

&eaﬂa@amwmemmwﬁ&miﬁ

e

hum&mwﬁ*&wﬁ%ﬂﬁmﬁﬂmﬁanm(ﬂmthmm 3§mmm
éogmdmwée beneﬁu @&mﬂwm@wmmwww ‘

The index is calculated as the average annual growth rate of the cover ratio between 1994~
1998 (based on the ordinary lesst-squares method). It indicates the evolution of the trade balance for a
group of products. A positive index will be associated with a positive trend.
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This index is calculated with a view to rmking countries scconding 10 their ability to adupt to
the dynamics of world demand. ¥ is based on Spearman’s rank correlstion betweoen the raking shave
of the exporting countries’ export products in its total cxports, sad the rak of powlh trends in
worldwide exports of those products.

Each country is given & Gorrelation index that takes 2 value betwoen 1 and 1. A value of 1 (-
1) indicawes that the relative importance of 3 country's exporied goods is im full scoordemce
(discordance) with the ranking of world export growth rates for the same goods.

‘The country ranking is dependent on the rank correlation index. The closer the index is o0 1,
the beticr the country ranking vnder analynis.

The change in the product diversification of s given country represents the sverage somenl
variation over the period 1994-1998 in the number of equivalent export products.

The change in the product spread of & given country represcots the average ssasal varinion
aver the period 1994-1998 in the concentration of export products.

mm&&wm&:ﬁmcﬂywkwﬂ
varistion over the period 19941998 in the nmmbey of equivalent export markets.

The change in the prodoct spread of 3 given country represcots the svornge wsl varistion
over the period 1994-1998 in the comcentration of export srkels.

4 Interpreiation of the resalls

In addition to & general profile, the TPI ranks countries for each indicator sccording %0 two
criterin: the position, which is cssenitially a “mapshot™ of 3 country’s performance ot & given point of
time, and the evolution of expost performance over » given tine period (5 yews). The TPI positions
the cxport sectors of member countries by export competitivences, both from a static and dynamic

perapectrve.
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for the position and the evolution based rasks (Table 2). The

TPl is tabulated independently for the position and evolution of each country, and alternatively by
combining the position and evolution into a synthetic index,

Table 2: Content of the TPI
Unlt Weight in
Indicator the _
- ranking
Gl Value of expornts Thousand current dollars, 1998 No ranking
G2 | Trend in net exports Percent, 1994-98 0
G3 | Share in pational exports Percent No ranking |
G4 | Share in national imports Percent No ranking
G5 | Change in per capita exports Percentage variation, 1994-98 ¢
G6 | Relative unit value No unit 0
G7 | Change in relative unit value Percentage variation, 1994.98 0
GR Comparstive advantage (Not displayed) Per thousands of exporter's trade No ranking
Pl Value of net exports Thousand current dollars, 1998 1
P2 Per capita exports Current dollars, 1998 i
r3 World market share Percent 1
Diversification of products (1)
P4-a | Equivalent number No unit 0.5
P4-b | Product spread No onit 0.5
. Diversification of markets [}
P5-a | Equivalent number No unit 05
PSb | Market spread No unit 0.5
Change in world market share reflecting: Percentage vanstion, 1994-98 {1)
Change m competitiveness Percentage variation, 1994-98 025
Cl  [Initial geographic specialisation Percentage points 0.25
Initial product specialisetion Percentage points 0.25
Adsptation to changes in world demand Percentage points 0.25
C2 Trend of the coverage of imports by exports Percent, 1994-98 1
C3 Matching with the dynamics of world demand No unit 1
Change in the diversification of products (1)
C4-a | Variation of the equivalent number No unit, only the ranking displayed 0.5
C4-b | Spread variation No unit, only the ranking displayed 0.5
Change in the diversification of markets ()
Cs-a | Vanition of the equivalent number No unit, only the ranking displayed 0.5
C5-b | Spread varistion No unit, only the ranking displayed 0.5
TOTAL 10

The final ranking is 8 weighted average of the individual rankings for each of the different
indices. The improvement in the ranking reflects improvements in its trade performance (both in
absolute and relative terms). As an example, table 3 shows the standard output of the TPI for Ethiopia.
Three types of indicators are presented in the table, namely the general profile, the position in 1998

and the change over 1994-98.
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Figure 1 plots the TPI rnkings reporied in Table 3. For each exporting sector, the first bar
represents the performance according to the end of period position. In the case of Ethiopia, non-
electrical machinery is the most performant export sector in 1998, The second bar represents the
performance according to changes over the period under consideration. Fresh food products recorded
the greatest progress in perforance between 1994 and 1998. It should be noted that Ethiopia only
exports in 4 clusters out of 14.

Figure 1: Sectorial TPI rankings for Ethicjila, 1998

Lastly, comparative advantages do not enter in the ranking snd are displayed separately.
There is a definition of comparative advantage for each industry, whercas all the previous indicators
are related to exports or market shares only for those sectors in which the country exports.

Three remarks have to be made concerning the table below. First, this indicator adds up %0 0.
Second, the ranking of industrics are cakulated for each country. Such an approach differs
aigﬁﬁmnﬂyﬁmmemﬁnyefwmniwfmagiveninéusuy,asrefmedw:bove.lhird,ﬁgwin
the column “yevealed comparative advaniage” are specific to each country and should not be

compared with other countries.
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Table 4: Ethiopiss Revesled comparative sdvantages (1996)

Revealed
ETHIOPIA comparstive | Rank
] _yivanisoe
Frech food 2 N
N iaprade 3 2
Lontfoir prochects 2 3
m ,! &
Eletironic components K] y
Processedt food 3 {
Minc. sanclochering 2 2
Cons. Electronics y) .. T
Bapk: supmibnc:horing 42 "
O Chemicals ry .
Trmwapor! equiipment 4 .:)
JOTAL N

The table above and graph below show that Ethiopia hes 3 single comparative advantage on
fresh food products.

Figure 2: Ethiopisn Revealed comparative sdvantages (1996)
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ot Ot EAptue Wi SULNG SOR-FEPUNTInG OB,
* An picencniary marker refers 4o ont conntry’s export of b specific peoduct io s specific mwrtet.

23



Appendix-2: the classification of product
e Products

Sectors

1 Fresh foud and agrobased products

o
o
0z
w4
836
o4
o1

m
piil
mn

LIVE ANMIMALS

BOVINE MEAT

OTHER MEAT, MEAT OFFAL
FISHFRESH.OHILLED FROIN
CRUSTACEANS MOLLUSCS ETC
WHEAT. MESLIN. UNMELLED:
RICE

BARLEY, UNRMRLLED

MAIZE UNMILLED

OTHER CEREALS. UNMILLED
VEGETABLES

FRUITNUTS EXCLOWL NUTS
COFFEE.COFFEE SUBSTITUTE
COCOA

TEA AND MATE

SMCES

TOBADCO. UNMANUFACTURED
HIDES SKINS(EX FURSLRAW
FURSKINS, RAW
ONSEED(SFT.FIX VEG.ORL)
ORSEEDIOTH. FIX_ YEG.OIL)
NATURAL RUBBER. ETT.

six

COTION
JTEOTHTEXTL BAST FIBR
VEGETABLE TEXTILE FIRRES
WOOL. OTHER ANIMAL HAR
CRUDE ANIMAL MATERLS.NES
CRUDE YEG MATERIALS. NES

WEATEDOFFLDRY SLTSMK

2 Procesed food sad agre-bused preducts

MEX AND CREAM
BUTTEROTHER FAT OF MELK
CHERSE AND CURD
EOGSAMDE YOULKS ALBURMIN

FISH ETC.PREFD MRSVDNES
MEALFLOUR OF WHEAT MRLN
OTHER CEREAL MEALFLOURS

CEREAL PREPARATIONS
VEGTABLES FRID PRSVDNES

ERUST. VEGETABLE RACES

SUGAR CONFECTIONER Y
CHOCOLATEOTIOOCOA PREF

MARGARINE AND SHOR TENING
EDIBLE PRODLPREPRTNS NES

ALOOHOLIXC BEVERAGES

TOBACCO, MANUFACTURED
ANIMAL OILS AND FATS

wl



421

FIXED VEG.FAT.OILS. SOFT

422 FIXED VEG.FATOILS OTHER
4311 ANIMALVEG.FATS.OILS.NES
551  ESSNTL.QIL PERFUMEFLAVR
3 Wouod, wood products and paper 244 CORKNATURALRAW:WASTE
43 FUEL WOOD, WOOD CHARCOAL
46 WOOD INCHIPS, PARTICLES
247 WOOD ROUGH,ROUGH SQUARER:
48 WOOD, SIMPLY WORKED
251  PULP AND WASTE PAPER
£33 (‘{’RK MANUFACTURES
434 VENEERS, PLYWODD. ETC.
635 WOOD MANUFACTURES. NES
641 PAPER AND PAPERBOARD
42  PAPER.PAPERBOARD.CUT ETC
TGS Wooden furmiture
4 Yarm, fabrics and textiies 651  TEXTILE YARN
§32  COTTON FABRICS, WOVEN
653 FABRICS.MAN-MADE FIBRES
654  OTH.TEXTILE FABRIC WOVEN
4535  KMIT.CROCHET. FABRICNES
8%  TULLELACE EMBROIORY.ETC
&57  SPECIAL YARN.TXTL.FABRIC
688 TEXTILE ARTICLES NES
£59  FLOOR COVERINGS, ETC,
5 Chemicals 232 SYNTHETK RUBBER, ETC.
26 SYNTHETK FIBRES
267 . OTHER MAN-MADE FIBRES
5H HYDROCARBONS NES . DERIVTS
517 ALCOHOL.PHENOLETC.DERTY
513 CARBOXYLIC ACIDS.DERIVTS
514 NITROGEN-FUNCT COMPOUNDS
315 ORGANC-INORGANIC COMPNDS -
316 OTHER ORGANIC CHEMICALS
522 INORGANIC CHEMLELEMENTS
523 METALSALTS.INORGAN.ACID
524 OTHER CHEMICAL COMPOUNDS
525  RADKMACTIVE MATERIALS
531 SYNTH.COLOURS.LAKESETC.
532 DYEINGTANNING MATERIALS
§33  PIGMENTS. PAINTS, ETC.
541  MEDICINES ETC.EXC GRP342
32 MEDICAMENTS
553 PERFUMERY COSMETICS.ETC.
55¢  SOAPCLEANERS POLISHETC
562  FERTHAIZEREXCEPT GRP2Z72
571 POLYMERS OF ETHYLENE
5§72 POLYMERS OF STYRENE
573 POLYMERS.VINYL CHLORIDE
574  POLYACETALPOLYCARBONATE
573 OTHPLASTIC PRIMARY FORM
57%  PLASTIC WASTE, SURAPETC
381 PLASTIC TUBE PIPE HOSE
582  PLASTIC PLATESHEETS.EYC
583 MONOFILAMENT OF PLASTICS
581 INSECTICIDES. ETC.
392  STARCHESNULINETC.
593 EXPLOSIVES.PYRDTECHNICS
597 PREPRD ADDITIVES.LEANDS
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598 MISCCREMICAL MODTS.NES
621  MATERIALS OF RUSBER

65  RUDBER TYRES.TUBESEN.
629  ARTICLES OF RUBRER. NES

6ft  LEATHER
617  MANUFACT.LEATHER EYCMES
613 FURSKINS TANNED,DRESSED
51 TRUNKSUIT-CASEL BAGETC
331 FOOTWEAR

i LIMECEMENT CONSTIOMATRL
7 CLAY ZEFRCT.CONSTRMATRL
863 MINERAL MANUFACTURESNES
i GLASS

5 GLASSWARE

&6 POTTERY

67 RESTOF 47 NOT DEFINED

81 MG WONSPEGELEISNETC
17 INGOTS EVCIRON OR STEEL
1 FLAT-ROLLED MONETC

M FLAT-ROLLED PLATED IOM
7% FLAT-ROLLED, ALLOY STEEL
6%  IRONSTLBARSHAPES ETC.
77 RAILWAY TRACK IRON.STEEL
678 WIRE OF IRON OR STEEL

6N TUBES PPESETC.IRONSTL
681 SILVERPMLATINUMETC
I o]
8
o84
8
86
o7
L
o1
wn
&
4
e
5%
4
o9

WIRE PRODUCTS EXCYL ELECT

HOLSEHOLD BOUSMIEMT NES
MANUFACTS.BASE METALMES

™ STEAM
T2 STEAM YUREBINES

T3 INTRNL COMBEE PSTN ENGIN
714 ENGINESMOTORS NON-ELBCT
N6 ROTATING ELECTRIC PLANY

T2 AGRICMACHINES EX TRACTR

CIVIL ENGINEERING BCUIFY
TEXTRE LEATHER MALIENES
PAPERPULP WILL MACHINES
PRICTNGBOOKBINDNG MACHS
FOOD-PROCESS MCH NOW DOM
OTHMACH PTS.SPCL NDUSY
METAL REMOVAL WORK TO0LS
MACH-TOOLSMETAL-WORKING
PARTSNESPOR MACH-TOOLS
METAL WORKSNG MACHNEY NES
HEATNG.COOLNG BOUIP PAKT

dRgdydgay

®
&




M2
743

PUMPS FOR LIQUIDS.PARTS
PUMPS NES.CENTRIFUGS ETC

744 MECHANICAL HANDLNG EQUIP
745 OTH.NONELEC MCH.TOOLNES
746 BALLOR ROLLER BEARINGS
14T TAPS.COCKS,VALVES.ETC.
748 TRANSMISSIONS SHAFTS ETC
749 NON-ELECT MACHPARTSETC
3 Compoters, telecomm; cons. Electronics 751 OFFKCE MACHINES
752 AUTOMATC.DATA PROCEQUIP
759 PAR¥SFOR GFFICE MACHINS
761 TELEVISION RECEIVERS ETC
762  RADID-BROADCAST RECEIVER
763  SOUND RECORDER.PHONOGRPH
764 TELECOMM EQUIP.PARTS NES
18 Electronic compeneats 771 ELECT POWER MACHNY .PARTS
772 ELECSWITCHRELAY.CIRCUT
713 ELECTR DISTRIBT.EQPT NES
774 ELECTRO-MEDCL.XRAY EQUIP
775 DOM.ELEC.NON-ELEC.EQUIPT
716 TRANSISTORS,VALVESETC.
778 ELECTRIC.MACH.APPART.NES
11 Transport equipment 781 PASS.MOTOR VEHCLS.EX.BUS
782 GOODS.SPCL TRANSPORT VEH
783 ROAD MOTOR VEHICLES NES
784 PARTS.TRACTORS.MOTOR VEH
785 CYCLESMOTORCYCLES ETC.
786 TRAILERSSEMI-TRAILRETC
791 RAILWAY VEHICLES.EQUIPNT
797 AIRCRAPT,ASSOCTD.EQUIPNT
793 SHIF BOAT.FLOAT.STRUCTRS
Cleihing 841 MENS,BOYS CLOTHNG,X-KNIT
2 842  WOMENGIRL CLOTHNG.XKNIT
843 MENS BOYS CLOTHING KNIT
844 WOMENGIRLS CLOTHNG.KNIT
845 OTHR.TEXTILE APPARELNES
866  CLOTHING ACCESSRSFABRIC
848 CLOTHNGNONTXTLHEADGEAR
13 Misc. manufacturing 811 PREFABRICATED BUILDINGS
812 PLUMBNGSANITRY.EQPTETC
813 LIGHTNG FIXTURES ETC.NES
E71  OPTICAL INSTRUMENTS.NES
872 MEDICAL INSTRUMENTS NES
873 METERS.COUNTERS.NES
874 MEASURE.CONTROL INSTRMNT
881 PHOTOORAPH APPAR.ETC.NES
882 PHOTO.CINEMATOGRPH.SUPPL
883  CINEFILM EXPOSD.DEVELPD
854 OPTICAL GOODS NES
885 WATCHES AND CLOCKS
851 ARMS AND AMMUNITION
92 PRINTED MATTER
853 ARTICLES.NES.OF PLASTICS
894  BABY CARRIAGE.TOYS.GAMES
895 OFFICESTATIONERY SUPPLS
89  WORKSOF ARTANTIQUE ETC
897  GOLDSILVERWAREJEWL NES
898 MUSICAL INSTRUMENTSETC.
899 MISC MANUFCTRD GOODS NES

27



FERTILIZERS. CRUDE
STONE. SAND AND (GRAVEL.
SULMERUNRSTDIRON FYRS
HATURAL ABRASIVES. NES
OTHER CRUDE MINERALS
RONORE, CONCENTRATES
FERROUS WASTE AND SCRAP
COPPER ORES CONCENTRATES
NICKEL ORES.COMCTR MATTE
ALUMBSLM ORECONCTILER
URANIUM, THOR BN ORES ETC
ORELCONCENTR.BASE METALS
NON-FERROUS WASTE SURAP
PREC METAL ORES.CONCTRTS
COALNOT AQGLOMERATED
BRENETTESLIONTIEPEAT
QOKE SEMI-COKERET.CARBN
FETROLEUM OILS. CRUDE
PETROLELIM PRODUCTS
RESHOUAL PETROL PRODUCTS
LIQUEFIED: PROPANE BUTANE
NATURAL GAS

FETROLEUN GASES. NES
COAL GAS. WATER GAS. EYC.
ELECTRIC CURRENT

14 Mincrals- te be excinded

L R A E E  E F E E R L

WORN CLOTHING, TEXTLARTL

-
-
-
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Welcome

Welcome 1o the User's Guide of the Trade Analysis System {TAS). The purposs
of the guide is to be an elfective ool for understanding the working of the System
) and o expiain to users how 1o go about working with trade statistics, using 7AS.



Ragpiaiie Reading

The guide has been developed on the assumption thet users are fwniiar with
Windows and GUI concepts. it woulkd be a good ides 1o look up the Windows
rmanual, prior 1o working with TAS.

4



w
The information in the guide is spread across the following 10 chapters. A chapter
is devoted to each of the functions in TAS, while giving step-by-step guidance to
the users in using that option. .
Chapter 1 gives an overview of the system and also lists its salient features.

Chapter 2 provides the basic information required to get working with TAS and
also includes information on installing the system, y

Chapter 3 gives a lucid explanation on the Screening option in TAS.
Chapter 4 takes you through the Trade Estimation option.
Chapter 5 guides you through the Product Ranking option.
Chapter 6 provides details on the Profillmport/Export option.
Chapter 7 explains the Country Profile option,
Chapter 8 details the Define Country Group option. - : .
Chapter 9 1akes you through the Explanatory Notes Criteria option,
" Chapter 10 guides you through generating various reports. :
A Glossary of ferms used in the guide is available at the end of the guide.
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1.1 About TAS

mmmmm&mm&mmmw This
introchaces you to TAS, the business jogic on which TAS hes been

chapier
bullt and Rs sallent features.

Access o trade information is an important key 10 the cormpelitivenaas in
inlernational trade. In particular, there is a great demand for comprehensive and

up-to-date global trade statistics. in response 10 this demand in 1985, the
international Trade Centre UNCTAD/WTO (ITC) disseminated the first isaue of the

Personal Edition of the Trade Analysis System or TAS on CO-ROM.

TAS (Personal Edition) holds data for five years, Le. the last five years avellabie in
the COMTRADE database of the United Nations Statislics Division (UNSD).
UNSD receives data from customs and statistical officos worldwide. The deia
provides an overview of actual import and export values, quantities and rends
right down to the level of country of origin or destination for each product.

TAS is comprohensive in that

O i covers trade data from reporting countries - countries that have provided the
most up-fo-date export and import data (Le. most OECD and nowly
mm;mwmmﬁwmm

3 & provides data on products, ranging from vegetables 1o umbrelias. Product
classification is based on the intemational standarde adopled for grouping
products, such as the Standard international Trade Classiicegion {SITC) and

the Harmonized System (HS).
The system offers user-friendly data retrievel procedures, with the possibilly of
browsing, printing and transferring daia to standard software such as Exosl and
Lows 123,

The TAS (Parsonal Ediition) data is updated annually.

M _



1.2 Wiy use TAS?

information. mmmamamgzmmmmwm@w

whom you may have to compete when exporting to North America or a
ntal institution doing reseamhmmystcexpmdmmfo

governme
Europe, TAS is an essential tool.

Trade stetistics extracted from TAS can be usefid to trade operators in:

O pre-selecting new export markets (e.g. before undertaking further market
studies) .

o 'analyzhgﬂweewperfmmefmmeﬁngm

.o ideritying new sources of supply (by country)

For users from govemment and research institutions, the trade statistics
applied in:

3 monitoring national trade performance on major world markets

1



2.1 Geiting funlller wilh TAS

Being equipped with basic information required to undersiand the working
of TAS Is very helpful in working smoothly with K. Here's a quack loix.

This chapter introduces you to the common functionality in TAS. R aleo gives the
proliminary information that you require 10 work smoothly with TAS. The
information provided here is a useful guide 1o all the funciions that you are lkely 10

use while working with the system.

113



2.2 Instalting PC-TAS
To install PC-TAS (TAS Personal adiﬁon) from the CD-ROM drive, run Sefup.exe

If you have already installed a previous version of PC-TAS In SITC or HS, you

need to remove it first and then re-install the new version. You st insert the new |
CD-ROM before running PC-TAS. If you have already downloaded the PC-TAS - -
database on your hard disk, it is not possible to download the other version on the .
same disk drive. If you want to keep the first database on your hard disk, itis
possible to work with the new one on CD-ROM or on a different disk drive, but in
ordertodeso,youwﬂihavetamodifyﬂaefoﬁowingmez c:\program
files\pctas-hs\asper.ini. In the file, instead of ‘DataDrive=C’ if you have
downloaded the database on the C drive you have to write ‘DataDrive=E’ i E
represents the CD-ROM drive. '-
Click gaxb’ﬁapmodwﬂhﬂremmssaup.orcm cm*wmme .
installation.



o
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You must select an option for PC-TAS instaliation.

The *Standard’ option s the simplest way to install PC-TAS. This option will sleo

' Myou»w«moumﬁmdmms.m-nmm1mm

without re-installing the software.

mwawmmumumﬁm
of your requests by copying the PCTAS database from the CD-ROM 1% your herd
disk. To select this option, around 500 MB should be avellabile on your hard disk.

The ‘Standard & Uncompressed Database’ option is only avaliable for Windows
NT, 2000 and XP. This option wilf optimize the processing ime of your requeets by
uncompressing the PCTAS datsbese on your hard disk. The installetion of PCTAS
on your compisier will teke around 20 minutes and around 1500 MB. ¥ you select
this option, you will soe a new screen before uncompressing the datubase and at
this stage i you choose “Cancel’ only the standard option will be installed,
however, if you click on ‘Next>’ please do not try 1o stop the installaion belore &

finishes.

1



Before starting fo copy the files, you will be prompted 1o review the settings. Click
on ‘Next>’ to proceed with the PC-TAS Setup, or click on ‘<Back’ to go to the
previous screen to change any settings or eise click ‘Cancel’ to cancel the
instaliation.

I
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Steps for uninstalietion of the appiication:

It you Want Yo Moy, tepair or ramave the PC-TAS prograum, siner Fam the Sekip
again (see Screen ‘Modify, repair or remove the program” } or on yo¥
Add/Remove Programs, you will find 2 tab ‘instaliUninsiall. Select PC-TAS from
the fist and click ‘Add/Femove...” to uninstall the PC-TAS appiication.

S e e e

r > 1



Upon clicking ‘Add/Remonve...’ you will be prompted for confirmation. Select
Femove all installed components. Click on “Next>’ to proceed with uninstaliation
or click ‘Cancel’ to stop uninstall,

2%



Upon
clicking
oK
you
will be prompted
with
a
MOsSage
“Maintenance
Compiets’
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9::! ;‘asxs Revion

" Cick Firish o conpletp Sekip. .

Click *Finish* to complete with uninstafiation.
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u'ﬂnﬂ‘n. 7
The TAS main menu bar consists of the following menus:
mmmmhwmmmmmmmuum

MMMWMMMMMMM”
the particular Criteria screen:

« Screening

e Trade Estimation
s Product Ranking
s Profilimport/Export
o Country Profile

uwmmmpmmmwemmmu
wmm
System information: Clicking here dispiays the System Global oplion through

which you can view details on the data that has been uploaded inio the system,
such as the product classification, the threshold value and the years for which the

- data has been uploaded.
wmmwummmﬁnmubmmsm

site, and About PC-TAS is available. This option can also be accessed by
_pressing the F1 key.



2.4 Common functionsiity
Each option of the View menu has three main types of screens.

Criteria Screen: The Criteria screen displays information depending on your .
pre-selections.

Selection Screen: The Select screen helps you make a selection from the given
list. t is called from the Criteria Screen by clicking on the *‘Select Reporters’, *
Select Partners' or ‘Select Products’ menu items. The Selection screen copies the
selection to the Criteria screen when you click on the ‘Done’ button. If the ‘Cancel’
button is cficked, the control is retumed to the Criteria screen wmmsem

being passed.

The screen contains the following lists: .
Select List- This list displays all the values from a given master table (viz. '
Country/Product)

Selected List - This list displays all the selected values

Report Screen: The Report screen displays the report based on the criteria
selected in the Criterfa screen. This screen can be invoked by clicking on the

Run/View Report menu option.



These are butions used to perform functions such as ‘Done’, ‘Cancel”, ‘Firet’, ‘List
>, "Copy >*, ‘Copy all >>', ‘Delete’, ‘Delete alF and ‘Group’.

— The Copy Bution

Ywmmmammmmeﬁthﬂm

seloctod vake from the list is automatically displayed in the selecied list. Highlight
the values you want to select by using the SHIFT + mouse click or SHIFT + amrow

up/down key for selecting & block of records or CTRL + mouse click.

The Copy Al Button

Clicking on this bution copies all the values from the select list 1 the selected et

The Delete Bution

Clicking on this bution allows you 10 delete the value highlighted In the ssleciud
list. Highlight the values you want 10 select by using the SHIFT 4+ mouse click for
selecting a block of records or CTRL + mouse click. Click on the “‘Delele’ bution

to delete all the highlighted records from the salected st

— The Delete Al Button

Clicking on this bution allows you to delete all the values from the selecied et

B . it sunon

mwmmu‘wmmmbwmum
displayed in the select list before actually doing a seleclion. You can select the
digits of the code(s) and the group(s) for which you want the producis 1o be lsted
and click on the “List’ button. The products that maich the dight seleciion are
displayed in the salect lst. .

— Thae Group Bution

Upon clicking this bution, the list of Product Groups is displayed. When you select
a group from this fist, all the products belonging 1o this group are displayed for
selaction in the Select Products screen.

B . ro suton

Upon clicking this button, the Find Dialog Box appears displaying the colurmns of
the active list. Type in the value 0 be searched in the list and click on the ‘Find®

button. if the vakue is found, the focus shifts 10 the found record.

EEEN oone




When you click on this in the Selection screen, the selected values are sent to the
Criteria screen. ‘ '

e e R m
When you click hers, the control shifts back to the Criteria screen without the
values being transferred. '




2.8 Tool bultons of tha crilerls scrsen

. Selecting Products
Upon clicking this option, the Select Products screen is displayed. Products for el

digits or any combination of digits and/or groups can be Ested in the select llst by
clicking on the appropriate check box and clicking on the “List® bution.,

Nots: A waming is given i the user selects more than 30 products. A higher
seloction of products leads 1o degradation in performance.

Upon clicking this option, the Select Reportars screen js opened. Depending on

the requirernent, only countries or only groups or countries and groups sre Setad.
You can select from the select list using either the ‘Copy >* or ‘Copy all >>»*

butions.

- Selecting Partners
Upon clicking this option, the Select Partners screen is displayed. Dapending on

the requirement, only countries or ahly groups or countries and groups are listed.
 You can selact from the select st using either the ‘Copy >* or ‘Copy oll >>°

buttons.
In the screen, the Select Partners menu Rem is splt inko *

Profilimpor/Export
Select Partner 1° and ‘Select Partner 2' menu options. Both these oplions rwole
the Select Partners scroen, but allow selaction of only one Partner (individusl or

group).

Upon dlicking this option, the Report screen is opened displaying date for the
selected criteria.

- The Find Button

mmmwmmwwmmma
mmu

- The Avaliabilty of Trade Data Screen
Upon clicking this option, the Data Availability report is displayed. This option is
available only from the ‘Screening’ criteria scroen,



Open Criteria Button
Upon clicking this option, the Open File dialog box Is opened.

You are aliowed to select a file, the contents of which will then be displayed in the
criteria screen after proper validation checks.

Save Criteria ~ |
Upon clicking this option, the Save File dialog box Is opened.

You ars allowed to type in the name of the file in which you want to save the
criteria.

Phis



.mm

Upon clicking this option, the Default Criteria for the displayed screen is set for you.

Al



2.7 Tool buttons of the report screen

- The Print Button

Upon clicking this option, the Print dialog box appears.

You can change the settings, if required before sending the report to the printer.

Upon clicking this option, you can preview the report before sending it to the
printer.

Page Setup

You can change the page seftings before printing a report. The Page Setup dialog
box appears when you click on Flle, and then on the Page Setup option of the
Screening Report, Screening Graph or Availability of Trade Data.



T&malmyoubmmepmw&“mm

...

Upon clicking this option, the First Page of the report is dleplayed.

N ..

Upon clicking this option, the Next Page of the report is displeyed.

. mmmrm?mdumhm

..

Upon clicking this option, the Last Page of the report is cisplayed.

-mm

Upon clicking this opfion, the data for the next reporter, with respect o the current




reporter is displayed in the report.

Uponchcldng!?ﬁsapﬁm the data for the previous reporter, with respect to the "
current reporter is displayad in the report.

UpoﬂctMngﬁtfsopﬁon the data for the next product, mﬂuespmtoﬂmcum
product is displayed in the report.

Upon clicking this option, mmwmmepmkusmmwwwm
wm;@mdtmiscssphyedmmeraporﬁ

2§y



To access & menu llem, either use the mouse or the keyboard. The stiandards
adopted for navigstion are:

Using the Mouse
700pm&wmu.poiaﬁnmmmnmmw!nmwmm
the left mouss bution. To move directly 10 a menu Rem drag the ssleclion cursor
down with the mouse until the menu iteen is highlighted and then release the

mouse bution.

Using the Keyboard

Every menu item has one of its characters undedined. if the ham is one of the
meain menu tlems, then on prassing the ALT key and the underiined chesmcler,
simultaneously, the relevant menu displaying sub menu Rems is opened, ¥ any, or

it directly opens the relevant screen. The underiined characters ams unique within
" the same menu level. Once a main manu item is opened using this procedure, you
can navigate to the options in the pull-down menu either by clicking on the oplion
or by pressing the underiined character of the desired option,



2% Ouitting TAS

Click on Exitin the File menu option to quit the TAS application.

e



encounter in TAS:
' of messages that you are kely 1o

two types

Thero are

that
messagas give you information on an aclion
Information Messages: These

is taking place in the system.

offect of an
are prompied by an adverse
Ervor Messages: These messages '
are indicated by a ‘Stop® icon.
action. They

al



Z11 Troubleshooting

My report does not reflect the changes that | have made 1o the criteria.

if you change the criteria specification while your report window is still open, the
changed criteria will not be reflected in the report. if both Criteria and Report .
windows are open, click on Run again to reflect the changes made In criteria.

in Print Preview, the report goes beyond the page.

Remember to set your page in the Page Setup as per your need. The default
setup is A4 (210x 287 mm). Otherwise the report will go beyond the page.

somcolumnsmmmshowasum
Astaﬁsksmanyofmemmad eoiamﬁsdenoteﬁmwwmbmaﬁonhm
~ possible since some of the parameters have a valus of zero. .
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3.3 Aot Bcrasning

information on trade is usually reacilly available. BiX, the sbilly 1o process
the information from all possible angles, in order to arrive st a compiste and
comprehensive picture of the trade scenario, Is what makes the informetion

powerful
mmmmmmmmmmﬂ*

comprehensive view of the trade flow. You can choose from a number of
permutations and combinations 1o arrive at a holistic view of the total rade valus.

To screen trade data, cick on Screening in the View pull-down menis. The

Then, click on Select. A pul-down menu with the following oplions appears:

211



3.8 Example of # Scresning Report

individuals Only —
When you click on Run after you have selected Individuals Only in the Screening

Criteria screen, the data is first sorted by product code in the ascending order.

Reporters appear in the descending order of their sum of five years with the worid,

followed by the default ranking order for partners, followed by the sum of five years

* trade value with pariner(s) in the descending order and finafly pariner in .
ascerdding order. The report layout is as follows:

. BASEE ON THE BNSD COMTRADE DATABASE SYSTEM
CVALUE M US DOLLARS THOUSAND, THRESHOLD VALIE MBS BOLLARS &

010 Qucubers i gk seaparnd or prasersad by vinager of acalic acid
MPORT  FROM vV 1905 Yy 19888 v 19 v 1988

am o
15004 18
o 148
8818 e
204 P
# M
1900 e
™ o
&7
] 5

Upon clicking on “Graph” in the View pull-<down menu of the Screening Rapoﬁ
“you can see the graphical representation of the share, trend and value for trade
values and trade quantities,
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This option consists of the following two sub-options:

o Top Reporter(s)
B . Top Partner(s)

Top Reporter(s)
Use the up/down aitows 10 solect the number, or otherwise type in the number of
top reporters whose data you would like to view for each of the seleciad producis

in terms of trade value (the top reporters are selected based on the sum of 5 years'
trade vaiue with the workd).

. NOTE

Once you have specified the number of Top Reporier(s) here, you cannot select
Reporters as you woukd have otherwise, (Refer lo section 1.9) since you sre
already specifying the top reporters.

Top Partner(s) .
Use the up/down arrows to select the number or type in the mavber of op pariners
for sach of the selected reporters, for each of the selected products (Yhe fop

" partners are selecied based on the sum of 5 years” trade vaiue with the reporer).

NOTE
This option is enabled only if you have selected individuals Only in Partnars
Once you have specified the nurmber of Top Partner(s) here, you cannot select
Partners as you would have otherwise, (Refer o section 3.4) since you are
siready specifying the top partners.

The Threshoid value that you specify as additional criteria is applied after the Top
‘n’ is selected. Thus, the report may display less number of reporiers/pariners
than the fop selacted.

Example:

i the threshold value is USD 1000 Thousand, and you have selected 10 view the
Top 3 Reporters, and thers are only two reporters who maich the threshold value.
Then the report that is subsequently generated will display trade value for only
those two reporters.

ot



A.5.3 Bummation

This option offers you various combinations or records that will be displayed in the
report. The foliowing are the options under Summation:

3 Products

O Reporters
O Pariners
o ®

You may have various combinations and permutations of the above options.

Summation Products
When you click here, the report displays the total value of all the selected products

that a given reporter and a given pariner trade in.

Summation Reporters .
When you click here, therepeﬂdisplaysmetasalmdasmmbmm
product for sach of their partners. , _

Sum Same Period
[This option is enabled only If you have selected Reporiers under Summation.]

0 Clicking on No here implies that you wouid like 1 view all the salected
reporters irrespective of the availability of five years trade data with the world.

O Clicking on Yes hore implies that you wish to view only those of the selected
repoﬁe;sw!ﬁehhaveﬁvamrszmdedamwimmm

Summatloan '
‘When you click here, ﬁﬁmpondisplaysmetmlva&:eafaﬂpam foragvan

product, for a given reporter,

you have selected either Aggregates and Individuals or Aggreg
artners Display, you are not allowed to selact the Summation Parmtrs option; it

disabled.




354 Thwe Suummaiion Combinations

Summation Reporters and Summation Partners

i you select this combination, the report displays the summation of ol selected
reporters and all selectad partners for each selected product.

Mwmmm

If you select this combination, the report displays the summation of all selected *
products and all selectad partners for each of the selecied reporiers.
Summation Products and Summation Reporiers

nmmmmmmmpmmaam
products and all selected reporters for each selected partnes.

Summation Products, Summation Reporters and Summation Pariners

i you seioct this combination, the report displays a comprahensive pichure
~ between selected reporters and selected partners for selected products.

Note
1. As a partner, the World (although not displayed for selection) is always on the fop
hmwm.wwmmtmiwn

Sum Partners s treated as a separate partner, Sum Reporiers s Yeated as &
~__separute reporter and Sum Products is troated as a separate product in the report.

0O Click on - 10 view the report.
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18.2 Fonaren Of TAS

The following are the sallont features of the systent

Find: You can diick on Find on any active window. You are allowed 1o select the
column on which 10 perform the search, the diracion Le. upward or dowrmard and
case sensitivily. The special feature is that the 100l button is not attached 1o a
specific window area. {f there are three lists within a window, you can just ciick on
any of the lists 10 make it active for the search and click on Find. The search
feature will be activated for the list within the active window.

mvmmmmmammwmmmnm
heading of the list. A single click sorts data in the ascending order. Clicking again

sorts the dats in the descending order.

Print: You can see the report before printing &, in the Print Preview mode. The
Zoom option can be used 1o increase/decrease the view. in addiion, the Ruler
can be used o determine report dimensions, based on which you can decide the
page stze required 10 print the report.

Customize: This is an option provided for the user 1 position the iolbar for eass
of use. You can place & on the left, right, on the 1op or at the bolliom of the window
or just place it wherever desired. You may aleo choose 10 have the foolber

Wﬁwmmm



10.3 Moz Tips

The following are the menu options that you will find on all the report screens:

[ Close . gdm#‘wmm
{Print - gewﬁ‘iepmsdahgbw } Y

- - PrintPréview | see what the report looks fikepﬁw

| PageSetup - - “define settings for the. paeg T
Exit ... | quitthesystem -

dspi&yﬂumn*# ’
| en?a;ge or rad.k:e the size of ihe mpnf@eetkiﬁ

tnd'wﬁ:s% eafﬁmwna&m

‘ gw&enm%afawmm
gvmﬂmmwmmgeef&wmm
go to the last page of the report i
‘dsplwdmmmepmowmp@emfwi&:
‘Trespect to the current reporter in the répart

| display data for the nenreﬁmmdﬁ\ respmln
i | the eurrent reporter in the rem

igus - [ cisplay data for the WW roh '.r

. or;!y for rfsé Saeeamg and Esﬁmﬁm'm :
" |"export the report to snother applicaian .~ = . |

The Ruler and Zoom options are available only in the Print Preview mode.

T ST LT 2 o AR
Bpces s Tt

- Custamm?eeib&r hi’m&tsnn the i:l:zalﬁw' as you desire (Top, ™
N | Bottom, Left; Right Finamgwge
Buttors/Show Tool Tips), L

You can access this option by right clicking on the toolbar Hself,



Select Te
| Help Topics muﬂimhﬁpmhw '
- J About TAS mndeopmdlmdmirhmm I
' on TAS .




10.4 Tips

Here are some ussful hints that you could keep in mind while generating reports:

| Partner.u commy -

-5 prodocn, HMr mhﬁé-._
- QoL
Fumnumunuy

e

: iemmedluﬁmdmiympm :
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Glossary
This Glossary aims to explain expressions that might be unclear or difficult to
understand, but which are important for using TAS. ‘

Accelerator Ratio: . fmtesmaanddamwamm'
with respect to the world trend for the product. | *

Aggregate: | The summation dons for a region. Regions are
' grouped for the purpose of aggregation as Long and

Expianatory Notes: Indicate information about the trade data which can --
be the source, explanation about trads figures, etc. ‘

Group: . Anumber of reporters of partners that have been
grouped together on certain criteria such as Political,

Geographical, ete.

Harmonized System: An Mmaﬁor;aﬂy recognized product classification
system.

Index: Indicates the trade growth of a country for a product
over 5 years, Trade Index of a product for a country Ty
or region or world = (Fifth year's trade value for the :
product / First year's trade value for the product) *

© 100.
Long Aggregates: LongAggegaMamaﬁﬁwWMyhm : ‘
system, including the Short aggregate regions. '
Minimum Display Value:  The system seis the minimum value by default at US
$ 50,000. This means that only those vaiues above
US $ 50,000 will be displayed for a given year within .

the period. You can modify this default setting 1o a
higher or a lower value. The higher the minimem
value, the fewer the number of partner countries

dispiayed.
Partner: A couritry or region which trades a given prodiict with ’
a reporter. -
" Product Code: A unique code that identifies the products in the
system:.

257



Product Group:

Short Aggregates:

Weighted Partner

Welghted World:
World Value:

TAS allows you 10 Creats a product group by
sedecting a number of product hame. Thees are
ITC-defined grouping of products.

A group of countries that are grouped together on
WWMuwm

The country {(usually an OECD and newly
industrialized country) thet reports s trade
information t0 UNSD. The trade fow is with respect

10 this country.

Percentage of trade by a reporter with & pariner as
ageinst the reporter's trade with the world, for a

product.

Short aggregates are regions based on the
development levels of the member countries (e.0.

Deveioped EC, Developing EC, DGME, Others)

Standard intermational Trade Classification -an
intemationally recognized product classification

implies that at least one of the five years should have
a trade value that is greater than or equal 1 the
value specified as threshold.

The type of trade between reporter and partner Le.
import or Export.

The annual average growth rate (in percent) of
selected values, based on & least squares

exponsntial formula, over five years.

Repressnts the fraction of the worid value, in USS"*
000, for a given product which reporting country
imports {or exporis) 10 a given pariner country.

(Trend Pariner / 100) * Value Pariner

(Trend World / 100) * World Vakie
Represents the total trade, in US$"000, of a reporting _

country for a given product {export 10 the world or
import from the world).

3s¥



World: It is treated as a special pariner. it provides the
total trade of a reporter for a product,
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Abbreviations

Cost, insurance and freight

Free on board

Harmonized Systern

international Monetary Fund

intemational Trade Centre UNCTAD/WTO
Least deveioped countries

miflion

per annum

Trade Analysis System on Personal Computer
relative unit value

Southern African Customs Union
Specialization index

Standard International Trade Classification
Trade Performance index

Trade Support Institution

United Nations Conference on Trade and Development

United Nations Statistics Division
World Trade Organization

if

international Trade Centre UNCTADWTO

Xz



ITC's MARKET ANALYSIS SERVICES ~ TRADEMAF

“ITC is a technical cooperation organizsation whose mission is te suppert
developing and transition economies, and particularly their business
sectors. It has & wonderful collection of country data, so if you need o
know how much vodka is imported to Azerbaijan or the principal exports

of Zambis, this is the place to look.”

GMGreer.com, 8 US-based Security Indastry Dete compeny
hatp://gmgreer comvotherresrces vl
16 October 2001

intemational Trade Centre UNCTALVWTO &
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ITC's MARKET AMALYS!S SERWICES — TiaDeMAP

{. Introduction

Understanding the structure and evolution of intemational markets is essentisl for both firms
and trade support instRutions (TSIs). As outwardly orientad firms scan the world markst for

» What is the structure of the workd market for a product?
What are the trends?

« With which countries does my country currently trade?

« Where are opporiunities for market diversification?

o What tariff and non-tariff barriers to access exist in a specific market?
» Which countries are competing in a specific market and globally?

TSis neod to set priorities In terms of sectors, partner countries, and approaches 1o utiiee
limited resources effectively. Strategic market research heips them gauge the sffectivenses
of national and sectoral trade performance and identlify priority products and marksls for
trade development by addressing the following types of questions:

. mmmmmmwmm

« What countries supply the majority of my country’s imports?
What alternative sources of supply are available?

o In what areas does my country have a competitive advantage?
+ What is my country’s curvent trade performance!

» For what products is there potential to increase bilateral trade?

TradeMap was developed by the Intemational Trade Centre UNCTADYWTO (ITC} 10 answer
these and related questions with the explict objeciives of facilitating strategic market
research, monitoring both national and product-specific trade performance, revesling
comparative and competitive advantage, identifying the potential for markst or product
diversification and designing and prioritizing trade development programs for both firms and

trade support institlutions.
transforming the large volume of primary trade data into an accessible, user-friendly, and

By
interactive Web-based format, TradeMap provides users with indicators on couniry or
product performance, demand, allernative markets and the role of competitors. it presents

irmmational Trade Centre UNCTADIWTO 1



ITC's MARKET ANALYSIS SERVICES - TRADEMAP

information in both tables and charts, and allows queries based on product, couniry, and/or
partner country for exports or imports.

The information contained in TradeMap is based on the world’s largest database of trade
statistics, COMTRADE, maintained by the United Nations Statistics Division. COMTRADE
covers more than 90% of world trade, allowing TradeMap to inciude over 200 countries and
territories and 5,000 products defined at the 2-, 4- or 6-digit level of the Harmonized System

{HS).

Data is avaitable not only for couniries that report their own trade data, mmmmw

one hundred primarily low-income countries that do not report national trade statisti

trade of these countries has been reconstructed on the basis of partner country data or

mirror statistics. Although this approach has its shortcomings (see Annex I), it does generate

- a wealth of information, which would otherwise be unavaitable. This mix of direct and mirror
statistics gives the best estimation of the worldwide market for alt products.

In addition, TradeMap makes tarlff and non-tariff bamriers more transparent at the tariffdine
level Tor 133 countries and provides detailed information on bilateral market sccess
conditions across products and countries, including aﬁ-vaim and specific tariffs, tariff

quotas and ant-dumping measures.

TradeMap Is avallable on a subscription basis and a customized version is available for
trade support institutions (TSI TradeMap) in English, French or Spanish. In this case, a
special password-protecied Internet site for subscribers allows multiple connections by
larger user groups (see Figure 1, TradeMap Uganda). Alternatively, individual partners can
access the application directly on a subscription basis. For further information piease email

ITC at: tm@intracen.org

TradeMap is now available in a number of developing countries, including Benin, Burkina
Faso, Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan), Chile, Cote d'lvoire,
Egypt, Haiti, Indonesia, Kenya, Malaysia, Oman, the Philippines, Romania,

Slovenia, South Africa, Switzerland, Tanzania, Trinidad and Tobago and Uganda. TradeMap ’

is in tum made available, via a local Trade Support Institution or Export Development
Agency to companies and organizations in their country.

' Figum 1: Ugand# Tradeﬂap hm page

TradeMap Uganda |
lmem:me Syztem of ’f‘mdg Informatisn

The Tuenctivesi Tross Cantra, 3 joint rbaidhary orgem ot the VAPS, T him e Subiehod s 39KS, uwﬁmw—uQ
ndiadd Dlatioi A Yhie Wl Trade Crgauiartin:. Spperts warts » « surtebable iomi by pragmetiook ol - ol

wiping oewrivim, sl portiouierly thale hationcs sectors, P Mk fovas? et T Mot merits

’ — - i T g et Wt Al ganc i e gl s labrmma g
" Paasvard, sontuot ANENIRNERME :

2 intermational Trade Centre UNCTADMWTO




ITC's MARKET ANAL Y525 SERVICES ~ TRADEMAS

H. Product Approach

The two main approaches to using TradeMap are by product and by country. From a product
mdtﬁemawmmﬂymnﬁm%ﬂ“tﬂhh

Box 1: Peter Gallagher of Inquit Communications Pty. Lid.

*I have been using the data now for ubout 3 montks since 1 have had acoess 10 the
TradeMap. Frankly, I found it fantastic, just really an excellent system, I have been
surprised by the foct that it, first of all, works so fast across the Web, secondly, that it is
50 comprehensive and what I have really found terribly valuable is the ability %o drill
down through the data, io take several views of the data, to get gquick responzes not only
om the static data, but also linking inta the bubbles maps, giving me ideas abowt
competitiveness by product. It is a fantastically rich resource. I have had to say over
these three months, I certainly haven’t come to the boundaries; I haven't found where
the edpe is ...

My own view, you know, in the last round of the Urugmay Round I was a trade
negotiator I was working on the market access negotiations and frankly I would have
killed to have something like this. It is a wonderful resource and 1 encourage you © go
on #o developing it but right now, it is a functional, valuable, interesting resource,
which frankly I am intending io try and acquire myself™”

M. Peter Gallagher, BA. (Homs), M. Pub. Law

Inquit Comsaneicatioos Pty Lad
12 April 2002

inemationsl Trade Centre UNCTADMWTO 3
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ITC's MAsKET ANALYSE SERVICES — TRADEMAP

“Strategic market research is an expensive commodity. That is why the ...
work of the International Trade Center (ITC) in Geneva has brought new
hope to farmers, investors and entrepreneurs in some of the world’s

poorest countries.”

Warld Trade Agenda
24 April 2000

4 internstionsl Trade Centre UNCTADWTO
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ITCS MARIET ANALYSIS SERVICES ~ TRADEM

Expianatory Notes for Tables 1 and 2

WMMWI:WMWMM

imported {Exported) valus in 2001, In US$ thousand: Value importad (exported) in 2001 in curent USS
thousand ss reporied by couniries 10 the COMTRADE databese or s calculeied with misvor stellelics.

Quantity imporied (exported): Concaming the mirmor quandly, ¥ is possibis 10 get dilerent quunilty unii
depending on the reporiing countries.

Quantity unit: The unit in which quenilies are reporied.
Unit value: Prics in USS per unit.

Annust growth in vaksm between 1887-2001 pa. of imporia {axporis] o6 & perceniage: Thin tend b
calculsted using the loast squares method. if a coundry doss not report irade dada in 2001, w tend celculalion
is bused on mirror staisics. No trend is calculaled in cases whers The reporting couniry dals s not svaliebie for

ot lonsl & four-year period.
Annusl growth in quantity betwesn 1997-2001 pa. of Imports {sxports) ss & parcentage: This vend b
calculsied by the same method used in the calcoletion of the anousl value irends.

Annusi growth In value between 2000-2001 p.a. of imporis {(Sxpovts) a5 5 percentage: This growth s »
good complement 10 the 5-year trend, indicating whether growth trends have been sisbie or volelle owar the 5
yoars and showing the country performance over the et two yesrs.

Market share in world imports {sxporis) as & percentage: This indiceior takes Mo scoount aff couniies,
whether or not they have reporied.

Tabile 4 information on tarllt and non-tariff barriers: Infocmation on el and non-lerill hasriees &t e Sl
i line lovel {i.e. 6~, 8-, or 10-dighs depending on the couniry).

Table 2 Report In COMYRADE: The “Y™ kv ‘yes' indicuies which couniries have reporied thelr irade deie 1o e

i COMTRADE detebese in 2001. H there is no anlry, that country did not report and the dete are based on wiler
siatislics. -

“The introduction by TIDCO of TradeMap ... is an important tool to assist
entreprencars in Trinidad and Tobago in their export thrust. I wish to nrge

all entreprenenrs to make good use of the TradeMap.”

Hon. Mervyn Assam, Minigter o Trade,
Industry and Consumer affuires Trinidad snd Tobago
17 November 2000

International Trade Centre UNCTAIVWTO 7
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1TC's MARKET ANALYSS SERVICES ~ TRADEMAP

B. Identify new export markets - Lemons from South Africa

® . Clmpec  ©kowm ' : SRR
ey weme—] B}
) e i
‘nm- | | | - -‘ "

An exporter of Lemons in South Africa may wish to examine opportunities for diversifying
export markets. in TradeMap, the exporter would select South Africa (above} as the country
and Lemons as the product under review, making the specific selection of Lemons and
limes, fresh or dried from a list of related products.

Several initial steps are involved in choosing a potential market for exports (presentad in the
following pages). The exporter should review his exports to present pariner countries o
gauge South Africa’s current performance. Next, the world's leading importers for Lemons
and limes, fresh or dried would need to be identified to see who else is importing, where
current partners rank as importing countries and what other countries might be potential
markets. Then, the exporter should find out what the access barriers are to these potential

markets and which countries are curently supplying them.

a international Trade Cenire UNCTAD/WTO
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ITC's MARKET ANALYSIS SERVICES — TRADEMAP

The selection menu at the bottom of Table 3 gives the option of viewing: more importers of
Lemons and limes, fresh or dried (Next), a list of other products groups exported by South
Africa (Product clusters exported by South Africa), a list of those markets that supply
Lemons and kimes, fresh or dried to South Africa (Supplying markets), a list of World
importers or World exporters of Lemons and limes, fresh or dried, and the option t0 view
Table 3 as reported by partner country imports (Mirror data) (See Annex 1).

Explanatory Notes for Table 3

Importers: Couniry names are soried by exporied valus.

Exported value in 2001, in US$ thousand: Value exporied in 2001 in USS thousand as reporied by the
selecied country or as reporied by the pariner country (when the selecied couniry does not repost rads dale).
Share in South Africa’s exports as a percentage: Share of partner couniries in the exports of the terget
country (South Africa).

Exported quantity: Quaniity exporied in 2001. Conceming the mirmor quaniity, & is possibie 1 get dilsrent
quaniity units depending on the reporting countries.

Quantity unit: The unit in which quaniities are reported.

Unit valus: Price in USS$ per unit.
Export trend in value betwesn 1997-2001 p.a. as & percentage: This end is caiculeted using the least

squares method. ¥ a counlry does not report trade data in 2001, the rend calculelion is based on mimor
statistics. No trend is calculaind in cases where the reporting country dats is not aveliable for at lsast 8 four-year

period.

Export trend In quantity betwesn 19972001 p.a. as & percentsge: This tend is calculsted by the same
method used In the calculation of the annual valus trends. R is inleresting 1 compare growth in value and
growth in quanilty 10 have an indication of the growth of prices in US$S

Export growth In valus betwesn 2000-2001 p.a. as » percentage: This growth is a good complament 1 the
5-year trend, indicating whether growth trends have been stable or volatlie over the 5 years and showing the

couniry performence over 1he lest two years.

Ranking of pertner countries in world imports: This indicates the world ranking of the parinar couniry es an
importer. Wilh this indicator, it is possible 10 know if the selecied country rades with the lsading marhets for the |

selecied product.
Market share in world imporis 83 8 percantage: This indicates the world shave that he partner counby
represents as an imporier of the seiscied product.

10 inlemnational Trade Centre UNCTAD/WTO
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Explanatory Notes for Table 7
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ITC's MasaeET ApaLYSEs SERVICES ~ TRADEMAP

. Country Approach

The second approach, or country approach, aliows analysis using TradeMap from & country
perspective. From this angle, 8 user can assess the national trade performance of & country
and also review the potential for blateral trade with a partner.

Box 2: Florence Xata of the Uganda Export Promotion Board

hmm:'mmmmmma&mwm
Board, contacted MAS at ITC's regional Executive Forum in Nairobi and asiked how she might
find new overseas mearkets:

“I heard abost the...TradeMap in Nairobi..I found it extremely usefil and 30
versatile that I did not leave the Forum until 1 had already secured a provision to
have it connected in my country... "

“It's not only me who has used it, because as soon as I got it into my Board, 1
invited a core of decision makers and gave them a demonstration. I immediately
made the Policy Makers, the Minister of Finance, the Minister of Trade, a few
Associations aware of it... recently, when we are analysing a markel, trying 10 see
how Uganda cam participate in AGOA (the African Growth Opportunity Act, a
preferential trade provision given to the Sub-Saharan African countries), we use ...

in order to be able to anabse the US market vis-d-vis export
performance and I must say that even my Ministers found it very, very wseful in
developing our strategy for entering the American market. We still even use it soday
mmmwmwwmmmmw
product performance and advise them on haw the products are performing... ™

“I dom’t find it difficsdt to use. The HS codes help a lot becanse maost of the exports
that we have owt of our country are already HS coded. So, it is easy to go directly 1o
the product that one is looking for...You have 1o find out the trends, the competition,
the pasition in your own country, the prices. It 's not really difficult... ™

Ms. Florence Ksta, Executive Disector
Ugsada Export Promotion Bosrd
25 April 202

TradeMap provided the Ugands Export Promotion Bosrd with:

An overview of Uganda's current export performance sad existing country clients.

A Tist of the top world importers not currently supplied by Uganda.

The volume and valoe of product imported by these countries.

Uganda's potential competitors in these new murkets,

An indicstion of prices paid by these countries and trade berriers applied.

These key indicators help the Uganda Export Promotion Board to focus its efforts on the markets
with the largest potential and provide starting points for further market rescarch w0 identify
potential importers in the selected markets.
mUmwmmmbmmeMpmmtm
supported by the Integrated Framework.

BUROO

intemationsl Trade Cantre UNCTADIWTO 23
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YOS MARKET AMALYSES SERVICES ~ TRADEMAS

Explanatory Notos for Tables 11 and 12

Hs rwe, §: Product code for product exporied in 2001.
Product: Abbrevisied product descripion corresponding io an HS 8-digh posillion.

Value sxpocted In 2001, in USS thousand: These figuss are at reporiad by counirles 90 the COMTRADE
datsbese or as ceicuinind with mirror stalielics.

Quantity exporied in 2001: Conceming the misror quantily, ¥ reporiing counivies ueed dilferent unlis for qunilly,
no quantity will be displayed.

Ouantity unit: The tnit in which quaniiios are reporied.

Annusl growth In vsiue between 18972001 of exports as a parcentage: This twnd is caicudsied by the least
method. i & country does not report trade detx in 2001, the wend caiculelion is besed on mimor

statistics. No trend is calculaled in cases whers the reporting couniry dats is not avalisbie for of least & Tour-yesr

period.
Annual growth In quaniity between 1997-2001 of axports a8 & percentage: This rend is calculated by the
same method used in the calculaion of the anvusl velue growiih.

Annusl growth in velus betwesn 2000-2001 of exports as a percentage: This growth s & good complament

1 the S-year trend, indiceting whether growth irends have been stable or voisilie over the 5 years and showing

tha product performence over 1ha last tWo years.

| narket share in world exports a8 » percentage; This indicaior tnkes inlo acoount ol couniries, whelher or not
they reporied.

| Renking in world exports: The workd ranking of the selecied couniry I the export of the product under review,

Annual growth in value betwesn 19672001 of world imports as 2 parcentage: The rend is calculeied for Sw

product under review by The lsast sgusres method.

From Table 12, Chart 3 can be generated, which is similar fo Chart 2 but with significant

Chart 3 it is the diagonal and the horizontal reference lines that divide the chart inin fowr
quadrants.

It shouid be noted that the criterion for distinguishing growing and declining products is the
average nominal growth rate of tolal world imports from 1697 0 2001, which was 4%
annually. Products, whose workl imports have grown below this rale, e.g. at 3% annually,
are classified as declining products, as their share in workd trade is declining.

30 inbnationsl Trade Centre UNCTADMWTO
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ITC’s MARKEY ANALYSIS SERVICES — TRADEMAP

Chart 3: Growth of national supply and international demand for the twenty leading
Romanlancxportshm

Y REZaEN o S i o S {E%w. pe——

smamhhal;dppuwmmlm ;
forexponproduchofkomhlnm

e
|

.

O "

Note: The aves of he circles comeeponds 1 e export value of the product for Romenis
Sowcs: ITC ceiculstions besed on COMTRADE stalisfics.

internationsl Trade Centre UNCTAD/WTO 31
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ITC's MARKET ANALYSIS SERVICES — TRADEMAP

B. Bilateral Trade Potential — Prefabricated bulldlngs between Estonia and France

| ]

A TSI in Estonia may wish to explore the trade potential between Estonia and France. By
selecting Estonia as the country, France as the partner country and ‘Export’ in the selection
menu (above), the information given in Table 13 appears at the HS 2-digit level. ,

Table 13: Existing and potential trade between Estonla and France in 2001,
2-digit level

Esionia’s exports have been reported by Estonie

France's have been reporied by France

France's imports from world

growthin | Market
2| in” | e
o ' betwesn world

1897-2001, | imports %

32 Intemational Trade Centre UNCTADWTO
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{TC'S MARKET ANALYSES SERVICES - TRADEMAS

Explanatory Notes for Table 14

Product code: Product code for the product traded between ths two counides under review.

Product label:; Abbraviated product graup description cosresponding 1o an HS 2-digit posiion.

Value exportedt in 2001, in USS thousand: The trade betweer the two selecied counirias, ss mparied by he
selecied country i the COMTRADE datsboss or a5 roporisd by the seiecied parkww counlry o e
COMTRADE database i fhe selecied couniry has not reporied trade dets.

Annust growth in velus bebween 1957-2001: The trand of bilaleral rade as & pecantage. The end b
calculatect ysing the jeazt squerss method. i the selecied country doss not report rede deia in 2001, S end
calkculation is based on partner stalistics. No trend is cakulsted in cases whers couniry OF pariner couniry daie

is nat available for st jeest a four-yeer paiod,
Share in Estonin’s axports as 3 percentage: Shars of pariner counivies in the sxpors of the twpet counley
(Estonia).

Global value imporisd in 2001, in USS thousand, by the partner couniry: The velue imporiad by e pariner
counkry from the world for the product group under review, &t reporiad & e COMTRADE dulntwes or »s

caiculeied with rmisvor statisiics.
Annual growth o value betwess 19072001 dﬁum%hmm?&”ﬁm

from the world for the selecied pariner courlry. The trend is calculaled veing the leest scures melbodd. If the
selaciad periner country doas not report rade date i 2001, the vend ciculelion s based on mivor siallelics.

Mo trendd is calculaled in cases where partner couniry data is not avaeliable for st lesst & four-yesr paviod.

imported quentity: Quaniity imported in 2001. Conceming the misror quanilty, R is posaible 10 get dillarent
quenilty units depanding on the reponiing couniries.

Cuandity unit: The unlt in: which queniilies are reporied.

Global valus sxporied 2001, in USS thousand, by the selected country: The valus eaporied by the counlry -
10 the world for the product group under review, 88 reporied o the COMTRADE detsbase or as celculeted with

mirror statislics.

Annusl growihs In value betwesn: 1S87-2901 of world exports for the selecind comiry: The (ol of

exporis 10 the workd for the selecied counity. The Wend s calculsted by the leest squises method. I the counly

under review does nol report rede date in 2001, the trend calculelion is based on miror sietielice. No bend is
calcuietnd in cases where couniry data is not avaliebie for oi leest & four-yeer period.

Exportad queniity: Craniity exporied in 2001. Conceming the miror quaniily, X is possbie  get diferenl
Quanilly units depanding on the eporiing couniries.

Ouantity unit: The it In which queniiies are reporied.

indicative Trade podentied: The polential ¥ade between the WD selecied couniries as caloulsied i 2001,
Trade polniiel is defined ss the lower vaiue of e amount 8 market sxpors Gmports) 10 e workd and Ge |
amount the pertnsr counlry imports {axports) from the workl, minus the axisting irade between the i oouniries
under review, Trade polential = Minimum (Export supply capecily, Import damand) - exleling rade. In offwer
words, high polential means: that the perkses country’s imports are: significant and the couniry’s saporis are alwn
signilicant, however the share of the country in the imports of the pariner couniry is smadl.

" intemational Trade Centre UNCTADWTO 35



ITC's MARKET ANALYSIS SERVICES — TRADEMAP

"1 will be teaching an internstional trade course to B.A. level students at
CIDE...] want to use the TradeMap as a tool to help them understand the
real world of international trade (and its tariffs and non-tariff barriers)."

Dr. Antonio Ortiz Mena LN., Director

Divisién de Estudios Intemacionales

Centro de Investigacién y Docencia Econdémicas, A.C. (CIDE), México
E-Mail 22 January 2003

international Trade Centre UNCTAD/WTO
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ITC'S MARKET Axal vsis SERcES ~ TRADEMAP

V. Sunmary

Whether from the public or business sector, aciors in inlermational trade must heve the ability
to analyze trade flows from both a product and country perspective. TradeMap provides this
information in a user friendly and easily accessible format. Users have access 1o the world's
largest trade database, COMTRADE, containing indicators on national export performance,
international demand, altemative markets, and the role of competitors from both the product

and country perspective. Users can quickly and easlly:

« Analyrs present export markefs. Examine the performencs and dynemics of a
country’s export markets for any product, identifying the number and sixs of export
markets and the concentration of exports and highlights countries where markst share

has increased.

« View the competitors in the global market. Competing countries, exporiing the same
are ranked in terms of value, with additional indicators on quantities, growth and

market share, highlighting the position of 2 country in workl exports, a8 well as the
position of neighboring countries.

« Pre.seloct priority markets. View the world’s major importing countries, with indicators
llustrating the exient of import concentration in the worid's markets and in which

Find information on tariff and non-tarilf barriers. Based on the TRAINS detsbese of
UNCTAD, this function provides lariff-line information on countries’ major instruments of
trade control, such as ad-valorem and specific tariffs, MFN tariffs, tarlff quotes, anti-
dumping duties, prohibitions and norms at the moet detalled level.

« Assess competitors in specific export markets. View a counbty's compedtiions in any
leading target market, with information on the export performance of these compethors,
showing the number of supplying countries and their performance in the market.

« ldentlfy new sources of supply. Countries exporting a product both 10 the world and 0
a specific couniry are ranked against one another, allowing direct comparisons of carrant
and potential sources of national supply.

Review opportunities for product diversification in & specific market. Make a
comparative assessment of import demand for related products in the mavket under
review and identify whether similar products are imported by the counby under review
and ¥ synergies ane possible.

« Assess national trade performance. Make ard overall evalustion of national trade
performance and identify priority ereas for investment and tade promotion at the
sectoral and product lovel.

. mmmwmmmmmmm

trade opportunities can be identified by comparing aclual bllateral trade, demand In
m«mwmﬁmmmmmmwma

the home country.

TradeMap can be customized for trade support institutions (TSt TradeMap)} via & speciel

password-protecied intemet site for subscribers, allowing multiple connections by larger user
groups. Alternatively, Wpﬂ;ﬁ%mmﬂwappﬁmoiﬁymam

hassﬂTCTmymemmammm tmQintracen. o
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ITC'S MARKEY ANALYSIS SERVICES — TRADEMAP

Siovenia re-exports 10 Poland and counts it as exports, while Poland may not consider
Slovenia to be the country of origin and does not include R in imports.

Similarly, in Table 18 we see that France, the Czech Republic, Latvia, Slovakia and iceland
report imports from Slovenia, whereas Slovenia does nol report axports 10 thess countries.
Maybe these couniries consider Slovenia 1o be the country of origin, but Slovenia doss not
export to them directly and therefore does not include them in its export statistice.

In view of the above shortcomings, foreign trade statistics should never be the sole sources of
insight, but need fo be complementad by other sources and in particular cross-checked by
product specialists and industry insiders. Overall, ITC's experience suggests thut Wade
statistics represent 8 very useful source of information and a valid point of deperture for
strategic market research, ¥ analyzed with a healthy mix of skeplicism and pragmatism vie-
#-vis their strengths and shoricomings.
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