


276

EXPLANATORY NOTES ON AID�FOR�TRADE COUNTRY PROFILES

 AID FOR TRADE AT A GLANCE 2019: ECONOMIC DIVERSIFICATION AND EMPOWERMENT � © OECD, WTO 2019

Indicators and sources

FDI is de�ned as an investment involving a long-term relationship and re�ecting a lasting interest in and control by 
a resident entity in one economy (foreign direct investor or parent enterprise) of an enterprise resident in a di�erent 
economy (foreign a�liate). FDI in�ows measure the net capital (equity capital, reinvested earnings and intra-company 
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B. TRADE COSTS

In the results chain, inputs and accompanying activities result in outputs. One of the main objectives of aid-for-
trade projects is to reduce trade costs. The trade costs section covers indicators that allow assessing how a country•s 
infrastructure and policy-related trade costs have evolved over time and how high trade costs are in comparison to a 
benchmark country group. 

Indicators and sources

Tari�s:  Simple and weighted averages of applied import tari�s measure most-favoured-nation (MFN) applied duties 
calculated either as simple average or as weighted average using import �ows at the Harmonized System (HS) six-
digit level as weights. The weighted average export tari� faced takes into account preferences and measures the 
weighted average tari� faced by the country in its top �ve export markets for agricultural and non-agricultural products, 
respectively. The share of duty-free exports measures the share of exports reaching these top export markets for 
agricultural and non-agricultural products duty-free. Source: WTO, World Tari� Pro�les.

Information and Communication Technology (ICT) connectivity (% of population): Mobile (�xed) broadband 
subscriptions refer to the percentage of inhabitants with an active mobile (�xed) broadband subscription. Internet users 
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Trade costs (ad valorem, %): These indicators capture a country•s total, intra-regional and extra-regional ad-valorem 
trade costs in percent. The trade costs measures are calculated as simple averages of bilateral ad valorem trade 
costs. Given the limited data availability, the number of partners used in the calculation of average trade costs di�ers 
across countries. Therefore, the measure is informative regarding a country•s evolution of trade costs over time but 
comparisons between countries should be undertaken with much caution. The bilateral trade costs are derived from 
observable trade �ows representing the geometric mean of international trade costs between two countries relative 
to domestic trade costs within each country. The intuition of the measure is that if bilateral trade increases relative 
to domestic trade �ows, bilateral trade costs have declined. The database and the bilateral trade cost measure are 
described in Arvis et al. (2013). To calculate intra- and extra-regional trade costs, trading partners are grouped according 
to the WTO classi�cation into the following regions: Africa, Asia, Commonwealth of Independent States (CIS), Europe, 
Middle East, North America, South and Central America (including the Caribbean). Source: Author•s calculations based 
on the ESCAP/World Bank Trade Cost Database.

Trade facilitation indicators (0-2): The trade facilitation indicators are composite indicators that measure various 
dimensions of trade facilitation, most of them closely related to the WTO Trade Facilitation Agreement, on a range 
from 0 (low) to 2 (best). The country pro�les show the following six indicators (out of a total of eleven) for which 
data coverage is best: Information availability (publication of trade information, including on internet; enquiry points), 
Advance rulings (prior statements by the administration to requesting traders concerning the classi�cation, origin, 
valuation method, etc., applied to speci�c goods at the time of importation; the rules and process applied to such 
statements), Appeal procedures (the possibility and modalities to appeal administrative decisions by border agencies), 
Automation (electronic exchange of data; automated border procedures; use of risk management), Procedures 
(streamlining of border controls; single windows; post-clearance audits; authorised economic operators), Governance 
and impartiality (customs structures and functions; accountability; ethics policy). Number of countries included in 
benchmark groups: LDCs (36), LMICs (28), UMICs (43), HICs (54). Source: OECD Trade Facilitation Indicators.

C. TRADE PERFORMANCE

Aid for trade interventions aim at improving the trade performance of �rms and countries by addressing national supply 
side constraints to either lower trade costs or improve the productive capacity of �rms. This section covers indicators 
that allow assessing the trade performance of countries in terms of value, growth, structure and diversi�cation.

Indicators and sources

Trade to GDP ratio is estimated as an economy•s total trade of goods and commercial services (exports + imports, 
balance of payments basis) divided by its GDP. Source: WTO Secretariat.

Commercial services as % of total exports (imports) refers to the share of commercial services in world exports 
(imports) of commercial services and goods. Trade �ows are measured by balance of payments statistics according to 
the principles of the sixth edition of the Balance of Payments Manual (BPM6). Source: WTO Secretariat.

Non-fuel intermediates (% of merchandise exports [imports]) refers to the share of non-fuel intermediate goods in 
merchandise exports (imports) as measured by customs statistics. Intermediates are classi�ed according to the UN Broad 
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Number of products and markets: The numbers of exported and imported products and the numbers of export and 
import markets provide simple measures of product and market diversi�cation, respectively. The maximum number of 
markets is 237 while the maximum number of products, de�ned at the Harmonized System (HS) 2002 4-digit level, is 
1,245. Source: Author•s calculations based on UN Comtrade data.

Hirschman-Her�ndahl (HH) concentration indices: The HH concentration indices measure the concentration, or diver-
si�cation, of a country•s trade in terms of either products or markets. The HH export (import) product concentration 
index is calculated as the sum of squared product shares in a country•s exports (import) and then normalised to lie 
between zero and one. HH market concentration indices are calculated analogously. HH export and import product 
concentration indices with scores close to zero indicate a diversi�ed, i.e. equally distributed, product portfolio and scores 
close to one indicate high concentration on a few products. Analogously, in the case of HH indices of export and import 
market concentration scores close to zero indicate that trade is diversi�ed, i.e. equally distributed, across markets and 
scores close concentration on a few markets. It should be noted that the HH indices inform only about the distribu-
tion of trade but not about the underlying numbers of products and markets. The assessment of, for instance, export 
diversi�cation should therefore take into account both the number of exported products and export markets and the 
HH indices indicating how equally distributed trade is across these products and markets. Source: Author•s calculations 






