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The SITC thaee digit paoducts which accorded high wlues (> 50) of the
Grubel and Llogd index of Intra-Industry trade of the Developed Market
Economy countries with the developing world in the wears 1970 and 1982 are
Listed in table 1. 1In 970, six SITC 3 digit Level products registered
such high values. But by 1952, the connesponding number had more than
doubled.

Mo‘mmmmdm;wmmmuoydwuo‘m
than 50 in 1970, only thaee (SITC 513: Caaboxglic Acids, efe; SITC 551:
Essential Oils, Perfume and Flavouring mterials; SITC 632 - Manufactuned
articles in wood n.e.s.) appear in the coxnesponding List fon Lhe year 198
kvuﬁaus.ixamathmﬁngﬂntiuﬂucuco‘ﬂ:emmning
products also (SITC 612 : Manufactures of Leather n.e.s. ; SITC 656 :
Tulle, Lace embroidery, etc. and SITC 8§42 : Med's outenwean, not knitted}
intra-industry trade between the fwo grcups of countries continued fo be
Amportant.

The List of products pertaining to 1952 in table 1 show a greaten amount
of diversification in comparison to the conresponding List don 1970 in the
same table. While there were only 3 products §rom the SITC group 6 in 1970
which registered Gubel and Lloyd index of more than 50, by 1962 the
covresponding number had increased o seven. Two product -groups §rom the
SITC group 7 (i.e. : SITC 714 : Reaction engines, Gas Turbines, and SITC
729 : Machines and Electric Appliances, m.e.s.) also showed high Levels

of intra-industry trade while none from that SITC group appeared in the
List for 1970. The two iiems gom the SITC group § (i.e. SITC §93: Article
of Plastic, n.e.s. and SITC §99: other manufactured goods, n.e.s.) were
digferent from the one that appeared in the conviesponding List in 1970.

Table 11 shows the SITC three digit products + hich recerded high nates c4
growth (> 20 points cf the Gaubel and Lloyd index) in the Ltaa-industiy
Lrade boixien the Developed Mazrket Econemy countries and the Developing
Workd duirg the perdiod 1970-1962. Out of the 20 product g-oups Listzd

4n table 11, seven axe those which appeaned in the List ceiesponding Lo 19
(fable 1). 1In other wonds mone than half of the producst groups which
showed high indices of intra-industry thade in 1982 wene those neconded hig




Table 1

FRODUCTS WHICH RECORDED HIGH VALUES (> 50)\ OF THE GRUBEL AND LLOYD INDEX OF INTRA-INDUSTRY TRADE OF THE DEVELOPED MARKET °
ECONOMY COUNTRIES WITH THE DEVELOPING WORLD IN 1970 AND 1982

| 1970 1982
SITC PRODUCT DESCRIPTION SITC PRODUCT DESCRIPTION
513 | Canboxylic Acids, ete. 513 | Carboxylic Acids, ete.
551 ! Essential 0ils, Penfume and Flavouring materials 551 | Essential oils, Perfume and Flavouring materials
612 | Manufactures of Leather, n.e.d. 611 | Leather
632 | Manufactured articles in wood, n.e.d. 613 | Furshins, tanned on dressed
65¢ | Tulle, Lace, embroidery, efc. +32 | Manufactured articles in wood, n.e.s.
342 | Men's outerwear, not knitted 651 | Textite yarn
652 | Cotton fabrics,: woven, excent special fabrlcs
682 | Copper -
689 | Miscelii'Aeous Nom-gerrous base metals
714 | Reaction engines, Gas Lurbines
729 | Machines and Electric appliances, n.e.s.
893 | Anticles of plastic, n.e.4.
899 | Other ‘manufactured goods, n.c.s.
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growth of intra-industry trade during the period 1970-1962. While this is
2o be expceted, what i3 more {nterestung 48 the fact that in a number

0§ cases other than those which showed high Levels (> 56 of the Grubel
and LLoyd index) of intra-indusiny trade in 1952, such trade between the
munket economy developed countries and the developing wonld was aapidly
increasing. This was, for example, the case in SITC 629 : Manufactured
articles 4in nubber, n.e.s., SITC 642 : AMdticles of paper, pulp and
papenboard, SITC 672 : Ingots of primary inon, SITC 683 : Nickel, SITC 693
Wire products and fencing grills, SITC 694 : Nails, bolts, nuts, screws et
SITC 695 : Machine or handtools, SITC 698 : Other manufactured articles in
comnon metals, n.e.s., SITC 725: Paper and pulpmill machineny, SITC §61:
Scientific, optical, measurning appliances, SITC §91 : Musical instruments,
phonographs, necoads and SITC §95: Office and Stationery Supplies, n.e.s.
In other wonds, a §inst analysis of the data shows that the period covered
by the study was manked by a substantial increase in the number of manu-
gactuned products neconding high Levels of .intra-indusiry trade between
the veveloped ‘“lanket Economy couninies and the Developing Wonld. Funther,
even mone products registered moticeable increase in the intra-industry
frade betwecn the above-mentioned two groups of countries.

Before proceeding to analyse in some detail the pattenn of these changes
and Suggest some of the neasons behind {hem, two general poinis are wonth
noting here. On the whole the period covered by the study ¢ a fasten
growth of the output in the developing world than in the developed manket
economy cowrtries T thus Leading to a slignt navouwing dow: of the
diffenences in the gnoss output levels between the Bwo groups of countries
Secondly, the period covered by the study coincided with the impl.mentatic
of the Generalized Scheme of Preferences by the Veveloped Maxket Economy
countries (and six socialist couwrtries of Eastern Europe) in favour of
the imposts of (mainly) manufactures grom the Develeping Wonkd. In fact
the base ycar used in this study, i.e. 1970, was the Last vear before the
implementatics: cf the GSP 2. The system 48 a highly complex one 3 and

it 45 charactesised bu a numben of exclusions, Limitations and quoias,
particularly in the case of products fon which the developing countrics
have demonstrated competitiveness. 1In fact the nesults of the econometric
studies on the comodity coemposition of intra-Andusiny trade 4in manufactus
between Developed Manket Economy countries and the developing world
suggest that it is mainly in the product groups excluded §rom the scope

of the GSP that the intra-industry trade between the Lwo groupt of




Table 11

PRODUCTS WHICH RCCORCLD HIGH RATES OF GROWTH (> 20 POINTS OF G+L INDEX) IN THE INTRA-INDUSTRY TRADE BETWEEN DEVELOPED
MARKET ECONOMY COUNTRIES AND THE DEVELOPING WORLD 1970-1982 (CHANGES IN THE VALUES OF TIT INDEX IN BRACKETS)

g SITC . PRODUCT DESCRIPTION | stTe PRODUCT DESCRIPTION
; 613 Furshing, tanned, dressed (29.17) 714 Reaction engines, gas turbines {28.68)
i 629 Manufactured articles in rubber, n.e.s.(27.25) 725 Paper and pulp mill machinery (41.79)
i 642 Anticles of paper, pulp, paperboard (27.83) 729 Electrical machines, apparatus, n.e.s. (26.79)
| 651 Textile yarn (35.96) 861 Sclentifie, optical, measuning appliances (23.22)
I 672 Ingots, primary form of inon (41,98) 851 | Musical instruments, phonograrhs,records (22,00)
g 682 | Copper, except cement copper (34.00) 895 | Mticles of plastic, n.e.s. (20.06)
683 i Nickel (38.98) 895 Office and stationerny supplies, n.e.s. (30.63)
689 | Miscellancous Non-ferrous base metals (44,49) 899 Other manugactured goods n.e.s. (22.07)
693 | Wire products and fencing grills (30.88)
694 | Nails, bolts, nuts, screws, ete. (27.96)
695 Machine on handtools (34.94)
698 Other manufactured articles Lin common
i metals, n.c.s. (28.48)
|

.
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countries tend to be high (see Tharakan 1984, Tharakan 1986). Since i
cannol be directly checked in the present case where the 11T §igures pertain
Lo countries operating different conditions of exclusiors and Limitations,
one should be careful in interpreting the coincidence between the generat
4ncreate in the intra-industry thade moted here and the 4mplementation of
the GSP by the Developed Market Economy Countries.

As wos seen in the introductony part o this section, the cwently availabl
stock of knowledge on the intra-industry trade between the Developed Market
Economy Countries and the Developing World shows : a) the walue of the
Grubel and Lloyd index of 11T decreases when the product groups are mone
navowly defined, although they do mot disappear, b) some of the obsenved
1IT is the resull of vertical intra-industry sper talization, ¢) a trend
Lowards a similanity in income Levels contributes to Antra-industry thade,
d) the commodity composition of 11T between small industrialized countries
and the developing wonld seems te be determined by the interaction between
product differentiation and economies of scale while e) this variable

does not seem Lo explain the 11T between Largen DMEs and the developing
wonld.

In 50 far as this study deals with TIT indices of Larnge gnoups of countries,
it will be impossible tc test the detenminants of the commodity compositior.
of trade using twly nepresentative industry characteristics. Hemce in

the ensuing pages we shall devote our attention to neviewing the pattenns

of 11T that emenge from mone disaggregated information at product and
country lLevels. While such an analysis cannot provide definitive conclusic:.
4L is8 impontant fon at Least two significant theonetical neasons. Finst
the disaggnegation at the product Level could yield some insight as to
whether the 11T observed at SITC three digit Level consists of highly
heteregercus products in terms of fucton contents and/on enduses. Secondly:,
disaggregation at the Level c¢f countries are 4mpontant because necent
Theonetical developments [sec Deardonff (1979), Baldwin (1979), Krueger
(1979), Yungho You (1979) ] suggest that the genenalised commodity versior
0§ the Hechshen-OhLin-Samuelsor: theorem does not hold valid forn a country's
multifateral thade wiile it nemains valid at the bilateral Levef and hence

4




-6 -

the presence of 11T at the multilateral Level is not durprising, but it is
at the bilateral Level (Bergstrand 1983).%  Hence in the ensuing paraghaphs
we shall briefly analyse the intra-industry trade pattenrns disaggregated

at country and product Levels. Given the enoamous numbex of observations
that would nesult §rom such a disaggregation, we are obliged to be highly
selective in the cases to be analysed. The purpose is to be illustrative
nather than exhaustive. In selecting the bilateral TIT cases to be
analysed, the trade of the members of the Ewropean Community with ithe Develop.
countries is chosen muinly because in such cases the problem 6§ boaden
aademnbee&:imtzdandbecmethe&inamityoulacko(uinthe
patierns of the 11T of the big and small Developed Market Ecomomy
Andustrialised countries with the Developing Wonld can be mone nreadily
lustnated.
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2. Analysis of Intra-Industry Trade at Disaggregative Levels

In choosing the product groups to be analysed at a disaggregative Level,
we shall focuss aitention on the List of products which showed high Levels
{> 50 of the Grubel and Lloyd index) of 11T in 1952, neponted {n table 1.
- 12 48 important Lo 81ness here that such an analysis can be only {llustrative.
By concentratling our attention on the product groups with high 11T of the
DMEs with the Developing Countries we could Learn mone about the pattean
of intna-indusiry trade in such products, but it will not of counse tell
- us anything about the products which failed to registen such high indices
which could also sometimes provide useful insights. Secondly, the products
which showed high Levels of intra-industry for the DMES as a whoze need not
( be the ones which necond such high indices fon particular countries on
groups of couniries belonging to such a category. But inspite of these
Limitations, a detailed analysis at a disaggregative Level should be of
use LLlustrating the nature of the products entening into the stream of
11T between the DMEs and the developing world and help us in identifying sor:
0§ the countries which carry out such antna-industny trade.

In the ensuing paragraris w: shall present own analysis in the following
mnnen: Finst, the SITC five digit Level pro.acts contained in the nespective
3 digit product groups Listed fon the yean 1952 in table 1 ane mentioned.’
Subsequently the infonmation concerning the European Communities’ (EC 10) 11T
with the developing world as a whole is provided. Then the analysis at
the bilateral Level is prouvided. Making use also of othenr nelevant Anfonma-
( Zion, where available, inferences are drawn on the patterns of 11T emenging
fnom such a disaggregative analysis.

SITC 513: Canboxylic Acids etfc:

This pioduct group consisting cf chemical acids showed high 11T indices 4in
both 1970 and 1982, Within this SITC thuee digit group trade figures are
avaifable fon ECI10 for five digit picduct groups. ALL of them cxcept tuwr
{SITC 5:3.73: Methacrylic cxid and its salts and estens; SITC 513.82:
Phthalic Anhydride) show intra-industry thade at the EC 10 - DC Level fon
Zhe yern 1982. The highest 11T index 4in the EC 10 - DC thade ameng the

5 digi1 groups is neconded by SITC 513.90 (G+L index of 43) ("Carboxylic
acids with afeohol, phenot, aldehyde on ketone function and othen single on
complex ¢xygen function carboxyl 1C acids and thein anhydrides, helides,
peroxides and perecids and thein halogenated, sulphonated, nitrated or




nitrosated denivations”). The total EC 10 - DC trade in this sub-group is
also substantial imore than 57 million units of accounts). Other SITC § digit

sub-groups showing high amounts of total trade show Low indices of 11T
between EC 10 and DCs.

When we carny the analysis down to bilateral, 5 digit trade Level, three o4
the neamining 7 sub-groups within SITC 513 fail to show intra-indusiry trade
between any of the EC 10 member countries and individual developing couninies.
Fon example, in the case of SITC 513.71 (Acetic acids and its salts) there are
small amounts of imponts into Belgium-Luxemboung from Mexico, but mo exponts
gnom the foamen to the Latter although Belgium-Luxembourg has smll amounts
of such exponts to Singapore. Similarnily in the case of SITC 513.81

(Maleic Anhydriide) while imporis come in grom Brazil to selected European
countries, the exponts of sucn countries go Lo Taiwan. Fon SITC 513.84
(Esterns of Tenephthaclic Acid) the whole of the imponts coming into the

EC-10 gnom the developing world is accounted for by Italy's imports grom
Mexico. But 1taly does not export the same product £o Mexico.

Among the nemaining four SITC 5 digit product groups in which bilateral 11T is
seen betucen member countries of EC 10 and individual developing countries, ir

the case of SITC 513.72 (Estens of Acetic acid) the G+L index of 11T between

the Fedenal Republic of Genmany and Argentina (s above 50, but the total
rade 4n this sub-gnoup amounts to only about 200 thousand units of account.
On the othen hand, the total thade in SITC 513.79 (othen Monocanboxylic acdds
and anhydrides, halides, penoxides and pereceds of monocarboxylic acids and
the hafogenated, sulphenated, nitrated derivatives of the prvducts §alling
within lieading 513.7) amounts to mone than 71 million units of account.
Bllatcral thade with individual members of EC-10 is cavried out mainly by

two davelop.ing countries : Buzil and India. Brazil exponted to both Netherla
and 2he Fedexal Republic of Gewrmany and Lirpented the same product §rom thom.
In giic case of the Biazil-Neino ~Llands bilateral 11T, the G+L index was above
50 and the total value 0§ 1i2? paticular bilateral trade amowited o

more than 1 m{llion units of account. The bilateral of 11T of India was

wizh Genmany, Netherlands and UK, although in this case the Eurcpear exponts
{c India clearly dominated the §ow. ALthough the total ECI0 - DC trade 4in

the 5 digit S1TC subanoun 513.89 (Polearboxylic acids and anhydrides, halides,
peroxides and penacids of polycanboxylic acids, n.e.s., and the halongenated
sulphonated, nitrated on nitrosated dendivatives of the products §alling uithi
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heading 513.8) amounted 62.472 million units of accounts in 1952, the imports
grom the developing countrnies into EC 10 were only about 382 thousand units o
accounts and hence 11T index was very Low. More than 83% of such imponts
oniginated in Brazil. Two European Community countries had tilatenral 11T wit
Brazil, namely 1taty and France. The Guubel and Lloyd index in the 1taly-
Brazil trade was 75.47 and fon France-Brazil it was 57.45. But the amounts
involved wene smll. Finally <n SITC 513.90, as mentioned already, thene
was considerable amount of trade between EC 10 and the developing wonld
(wonth wmone than 57 million units of account) and a relatively high level IIT
(Grubel and Lloyd index of 43). Moxe interestingly a number of EC 10
countries had bilateral TIT which was,in this case, basically Limited o one
developing couniny partnen, i.e. Buazil. Table 111 shows the Grubel and
Lloyd index 4in the bilateral 11T of Brazil with 5 European Community countrie
§or the preduct SITC 513.90 for the year 1982. 1In case of all of them,

the G+L index was above 50. 1t is obuious that simillanity in income Levels,
boader trade on veatical 11T hypotheses cannot explain this §Low of
. billatenal intra-indusiny tnade.

SITC 551: Essential 0its, Perfume and Flavourning Materials

This SITC three digil group registered high 11T indices in both 1970 and
1952. This group consists of two 5 digit products. They are 551.30 4.e.
Essential oils !Teapeneless on not) concretes and absolutes; nresinoids;
concentrates of essential oils in fats, in §ixed oils, on in waxes on the Lik
obtained by cold absoaption on by maceration; <zerpenic by-products of the
deterpenation of essential oils and SITC 551.40 i.c. Mixtunes of two on

moie odond fenous substances (matural on arntificial) and mixtunes (including
alcokelic sclutions) with a basis of one or mone of 2thesc substances, cf

a kind used as sae matewals in the perfumery, food dnivk ox othes
andustades. Appasently, even at the 5 digit fLevel there can be considenablc
difserentiation within these product groups, particulasly due to the type cf
natusal nescusces paticular to the country of origen., At the EC 10 -
Develeping Woedd Level, §os botn five digit product group: the thadc flows we
substantial, Foa SITC 551.30 it amounted to 91.6 million wnits of accounts
and fon SITC 551.40 it was worth 219.7 million units of account. The Guubel
and LLoyd index of 11T at the EC 10 - Developing Wosdd Levei was 54.85 fox
the foamen, but was only 2.216 fon the latten.




Table 111
INTRA-INDUSTRY TRADL IN SITC 513.90 BETWEEN SELECTED EUROPEAN COMMUNTTY COUNTRIES AND BRAZIL IN 1982

——— e — - e

= e e e e —————— et - e e e ———— »

Trading Partners Exponts Imponts Grubel and LLcyd
’ 14n 000 Units of (4n 000 Units of Index of
Accounts) Accounts) Infra-Tndustry Trade
Germany - Brazil 1640 1113 80.86
Fvaee - Bhasdl 990 369 54.30
Ttaly - Brazdil 533 283 69.36
Netherlands - Brazil 192 548 - 51.89
United Kingdom - Brazil 442 175 56.72
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For SITC 551.30, nineteen developing countries had bilateral 11T with one oa
more Euwropean Communily countries in 1982. The developing countries conceaned
were : Algerdia, Tunisia, Egypt, Tvory Coast, Kenya, Mexico, Cuba, Jamaica,
Peru, Brazil, Argentima, Pakistan,India, Indonesia, Mataysia, Singapone,
South Korea, Taiwan and Hong Kong. Exports to India, Brazil and Egypt

alone accounted for more than 33 pen cent of EC-10"s exports to the developing
wonld. TImports coming into EC - 10 §rom Tunisia, Egypt, Ivony Coast, Mexico,
Brazil, Argentina, India and Indonesia accounted gor nearly 58% of the total
EC 4imponts from the developing wortd. Geamany, France and the Urited Kingdom
wene the main impirtens §rom the developing countries, although the imponts of
ltaty and the Netherlands were mat insignificant. Exports Lo the developing
countries were muinly impontant in the case of France and hence bilateral

TIT was muinly wpontant fon France. Some of the such significant (both in
Zenms of amounts involved and the Level of the Grubel and Lloyd index)
bitatexal TIT of France were as follows :

TABLE 1V
INTRA-INDUSTRY TRADE IN SITC 551.30 BETWEEN FRANCE AND SELECTED DEVELOPING
COUNTRIES IN THE YEAR 1952

Trading Partnens Exponts Tmponts Grubel and
(in 000 units | (in 000 units Leoyd index
of accounts) 0f accounts) of 11T

France - Egypt 1594 3844 56.62

France - Brazil 1624 2365 §1.42

France - India 3227 144§ 62.24

In &0 case ¢f SITC 551.40, as we have seen, EC 10's Cxpsrds Lo the develepding
ceuntrilt culsiidp, by sax, 4ts imponts from the sam: group. EC-10's expor et
gc; Lc @ iarge number of developing countries aitheusr tue amerg them -
Kigeria and Indenesia - account fon about hatf of such trade. Eurcpean
Commurity countries had bilateral 11T with only two develeoping countries :
Brazil and India. 1n value teams, both flows wene nefatively smalf. Onfv

in the case of Germany - Brazilf was the bilateral 11T of some impontance.

11 covered a 2otal trade §low of 586 thousand units of account and had a
Grubel and Lloyd index of 76.79.




- SITC 611: Leathex

This SITC three digit group consists of & five-digit sub-groups. At the
Level of EC-10, there was intra-industry trade with the developing wonld in
7 of those sub-groups in 1982. But nather surpnisingly bitateral 11T in
the various categonies of Leather fon which the developing countries have
considerable amount of production was very Limited. Brazil had some
bilateral 11T with Germany and France in SITC 611.30 (culf Leather, except
Leather falling within heading 611.8). But only in the case of the 11T
between Gewmny and Brazil the value of the glow exceeded even 1/2 million
unils of account and the value of the Gubel and Lloyd index in that case
was only 17.44. In the case of SITC 611.40 (Leather of other bovine catile,
4ncluding buffels Leather, and equine Leather, except Leather falling within
heading 611.80), Zhene wns ome case of significant bilateral Antha-indusiny
trade, i.e. between Italy and India. The total value of this {low

of trade amounted to 19.4 million units of account in 1982 with the Amponts
coming §rom India Lo 1taly being considenrably higher than Italy's exponts

2o India. The value of the Guubel and Loyd index in this case amounted to
28.66. Apparently the differentiation in tenms of the raw material content
probably can explain this paniicular §low of bilateral 11T. 1In the case

of SITC 611.50 (sheep and Lambskin Leathen except Leathen falling within
heading 611.8) the United Kingdom and France have some bilatexal 11T

with some developing countries. 1In the case of the United Kingdom the
bilateral intra-industry thade was with Kenya and Hong Kong. France's 11T
was with Hong Kong and Monocco. Only the trade §Low with Hong Kong was
significant in the case of U.K. and France, amounting to 2.2 and 3.§ million
wits of account nespectively. But in these cases too the intna-indus try
Antensity was very Low. The Grubel and LLoyd index of the 11T between U.K.
and tong ‘Kong was §.59 and that fon the France-Hong Kong trade was only 1.06.

SITC 613 : Furskins tamcd c¢x dressed

- Unfortunately the 1962 tradc statistics fon the EC-10 de not report the
exponds and exports undesr this item in mone detailed bieakdows: At the
SITC 3 digit Level Genmany, France and the United Kingdom show bifatenal
Antra-industry trade with Hong Kong and South Konea. Both Germany and
France also show some bilateral 11T with Argentina. 1In all cases, cven at
2his nather high Level of aggregation the Giubel and Leoyd indices of the
bitateral I1T are very Low.




SITC 651: Textile Yarn

SITC 651 (Textile yarr) is a highly differentiated product group which conta.
48 give digit sub-groups. Out of these 45 sub-groups 5 ane of ailk on silk
type yarr, 7 of yarn made of wool, 2 of yarn made of other animal hain,

5 of yarn of cotton, 23 sub-groups of synthetic yarn, 1 of metalized yann,

1 of glassfibre yarn, ? of lax on ramie yarn, 1 0§ jute yarn and 1 sub-
group of other yaan. With such an extent of heterogeneity and because of
the fact that the product concenned is an intenmediate one, there is of
counse the Likelihood that what appears as intra-industry trade is minly

an exchange of products with different ifput requirements or the type of
exchange in which commodities of vertically adjacent on complementany stages.
Yet, a close examination of the international trade in the five digit
sub-groups showsthat the entire intra-industry thade in SITC 651 camnot

be ascribed to these neasons. 1§ we use the Ewropean Commumnity's (EC 10)
Dade with the developing wonld fon illustrative puiposes, we §ind that,

in centain sub-groups such as silk yarn, the intra-industry trade index
being very Low (G+L index of 11 for SITC 651.11) on for even nil (fon SITC
651.17). 1n such cases, imponts clearly dominate suggesting a clean
nevealed comparative disadvantage for Europe with nespect to the developinz
wonkd, probably due to the natwre of the natural nesource content of the
product concenned. The situation is mone complex .in the case o{ wool yann.
Here the European exponts gemerally have the uppen hand although in the casc
of SITC 651.21 (Wool tops) the imports from the developing countries clea’f:
dominate with a G+L index of 20.30 fon that sub-group. 1In the case of two
sub-gnoups (SITC 651.27 : carded wool, blended yarn, and SITC 651.29: Wool
ete, blended yarn, netail) the G+L index was 0 with thene being onty

exponts grom the European Community to the developing wonlkd and no Amponts
grom the developing wonld. ALL of ihe five cotton yarn product groups

at SITC five digit Levek cortained in SITC 651 clearly show intrna-industny
Lweac. The iighest G+L indox 48 neconded in this case for 651.37 {Cclic
yarn 0f 14 KK/LG ox Less) with the value of the index being 92. The Lowes?
G+L index 4is fon SITC 651.35 (Cotton yarn put up gcn retall) whick 8tc:d az |
In some of the sub-groups, the value of trade involved was substantial:

for example, in the case of SITC 651.33 (Cotton yarn + 40 but under §0 KM/KG!
the imponts grom the develLoping wonld into EC 10 amounted to mone than 137
million ECU while the exponts of EC 10 to the developing wonld wene about
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22.65 million ECU, thus yielding a G+L index of about 29. Interestingly,
out of the 23 give-digit sub-groups of synthetic yarn, 16 reconded intra-
industry trade. In all the cases except ome (SITC 651.47 synthetic fibre
yarn, bulk, monofil, of other contd. synthetic ibres) the exports by zZhe
EC 10 2o the developing world were higher than the imports from the developing
world into EC 10. Nevertheless, in certain SITC 5 digit sub-groups such as
SITC 651.45 (Synthetic Fibre -ymn, bulk, monofil of discont. synthetic
fibres) imponts from the developing countries into the EC 10 were as high as
46 million ECU. 1In the 8ix sub-groups where there were no imponrts from

the developing countiies, the exports were also margimal with only one
sub-group (SITC 651.73 : Other continous Regenerated fibre yarn) reconding
5 million ECU worth of exponts.

1T 48 interesting to note that even in the case of jute yanxn (SITC 651.95)
for which the comparative advantage of the developing world is unquestionable
both in teams of the natural nesounrce content availability and the §acton
intensity of the production process, there is a centain amount of intra-
industry trade between Euro-10 and the developing wonld which yields a G+L
4index of 26.

1t is of course <mpossible to neach definitive conclusions about the
detenminants of the commodity composition of Antna-indusiny thade on the
basis of the analysis of trade gigures atone, however detailed they might be.
Nevertheless a careful comsideration of the patterns apparent here suggests
some explanations. As we disaggregate the impont and expont §igunes into
mone detailed Levels, the inten-industre mature of the trade as distinct

from the intra-indusiry pattenn becomes more pronounced, but in the vast
majornity of the cases, the latter type cf trade does not disappear. 1In a
number of cases it even nemains substan..-f, both in teams of the value of
the trade §ows and the Level of the G+L index. 1In th: case of an
dntermediate product such as the textile yarn, a pzs? o4 the antra-Andustry
Dnade seem: o be explainable by the advantages duc o the neady availability
0f the natural nesounces contained. But even thi: caiiot cempletely explair.
among 2he 11T 4n wool, cotton ox synthetic yarn. Tho bupcthesis of vertical
intra-industry trade acconding to which trade in ket~ saneous commodities

of vertically adjacent on complementary stages ox processes 0§ production

in the same secton explains the observed 11T, is also non-applicable in this
case since here we have such trade in a product in the same stage of productics:.
In other wonds, at Least part of the 11T in textile yaan consists of
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Mmm:o"mmmmwmewsuuu
similar materials®. But it is also important Lo mofe that when we di
mm:m:bymccoumiuummwmmmm groups
at SITC 5 digit Level in most cases the European member countries concerned
that import a given product §rom a particular developing country do not expo
the same product Lo the same country. Thus, for example, in the case of SITC
651.22 (Yarn containing §5% or monre by weight of combed sheep’s or Lamb's
wool - wonsted yaan - not put up fon sale) the United Kingdom exponts to
India but has no imports grom that country. On the other hand, Belgium-
Luxembourg imports that product (SITC 651.22) $rom Pakistan but have mo
exporals Lo that country. 1In fact similan observations would apply to the
Antra-indusing trade in most of the SITC 5 digit sub-groups contained in the
3 digit group Textile Yarn.suggesting that differentirtion of the product

by country of origin probably plays a certain role in such exchanges. In
cerfain cases some of E.C. countries have developed a specialization in
certain variaties of a product which they succeed in exporting to certain
countries for a certain Lime, while other European countries not having
developed such a specialization tend to 4wmport other developing countries

as they start developing comparable products. An example i3 Dundée’'s expoats
of jute yarn which is used for backing fon high quality carpets and the
Ancneasing imoads being made by India gor the same product.

In Table V, all the cases in which at SITC 5 digit Level thene was bilateral
11T between the European Community member countries and the developing countri
4n Textile Yarn (SITC 651) in the yean 1982 are shoum. There were § instances
where Grubel and Lloyd index in such bilateral trade was over 50. But if
we apply a mone selective noxm of at Least half a million units 0§ accewut
for the total trade flow at SITC 5 digit Level and an above 56 Grubel and L{cy
Andex, only in three instances such critenia were met : SITC 651.44 in the
bilateral trade between France and Morocco, SITC 651.52 in the bilateaf
trade befween U.K. and Hervz Kend and SITC 651.74 in the bilateral 2nc::
betweer: Belgiwn-Luxertsin: and Moroceo. Finms grom all the thiee Eurcran
Commuiity countries cenicwnid are krown to have dinrect investment o sub-
CONLraLURG ariangeminit -« the Zeatiles and clothing industries in the
Drading partner countric: wivelved here. Whethen these on the activitics
under the special taniff provisions §ox of§-shone assembly would explain bifat
trade in textile yamiat the Level of disaggnegation considered here is not cf
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TABLE V

BILATERAL INTRA-INDUSTRY TRADE OF THE EUROPEAN COMMUNITY COUNTRIES WITH THE
DEVELOPING COUNTRIES IN SITC 651 (TEXTILE YARN) IN 1982

A —

SITC TRADING PARTNERS EXPORTS INPORTS | GRUBEL ¢ LLOYD|
(4<n 000 Units | (<n 000 Units |INDEX OF INTRA|
of Accounts) | of Accounts] |INDUSTRY TRADE

651.23 |Genmanu - S. Koxea 13§ 1394 15.00

U.K. - S. Koxea 20 1183 3.33

651.32 |France - Monrocco 113 1652 12.80

651.33 |Geamany - Egypt 45 1265 0.76

1taly - Egypt 92 1616 10.77
u.K. - Eg'wt 27 1593 3.33
Denmank - Egypt 22 3692 1.18
Genmany - Morocco 5 16 47.62
France - Morocco 219 5295 7.94
Bel./Lux. - Morocco 74 34 62.96
651.35 |Genmany - Hong Kong 154 173 96.92
France - Hong Kong 62 §4 §4.93
Italy - Hong Kong 46 3 12.24
U.K. - Hong Kong 541 31 10.84
651.41 |Faance - Monocco 167 1972 15.61
France - Taiwan 532 57 19.35
Italy - Taiwan 5 955 1.04

651.44 | France - Monocco 351 202 69.30

651.46 |Gewmany - Brazil 3 704 0.85

651.47 |1taly - S. Konea 10 6§ 2.56

Bel./Lux. - Mexico 5 402 2.46

651.48 |U.K. - Hong Kong 177 746 33.91

France - Maunitius 136 1136 27.2
Germany - Maunitius 16 2022 0.79
I1taly - Mawnitius 116 329 52.13
651.49 | Giwmany - Hong Keng 117 61 6£.54
U.K. - Hewg Keng 29 127 iF.IE
65i7.3: bCeurany - Konz Keig é9 265 i3
PFuance - Hong Keng 488 7 .63
YU.K. - Heng Kong 435 4585 ¢s.5¢
651.¢8 ! Fuance - Mesecce §3 1097 14.07
 12ady - Mosecee 16 3 7£.57
BeL./lux. - Moncceo 2 23 15.38
651.71 |U.K. - Tndia ? 484 0.82
€51.74 | France - Morocco 10 206 0.93
Bef./Lux. - Monrocco 776 2127 53.46
651.99 | U.K. - Sad Lanka 112 §97 22.20
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SITC 652 : Cottom fabrics woven, except special fabrics

Out of the 9 five digit SITC items contained in this, mo 1IT even at EC 10 -
developing world level is reconded in bwo items, i.e. SITC 652.11 (cotton
gauze, unbleached, not mencenized) and SITC 652.21 (Cotton gauze, bleached
mercerized, dyed, printed on otherwise {imished). Among the 7 remaining
items, there is no bilatenal 11T between European Comunity countries and
the developing countries in wo products, mamely, SITC 652.15 [other woven
cotton fabrics, containing Less than §5% by weight of cotton unbleached,
noi mexcerized) and SITC 652.22 (Teary towelling and similar terry fabrics,
of cotion, bleached, mercerized, dyed, printed on othermise §inished) .

In the case of one product, <.e. SITC 652.12 (Texry towelling and similar
Loy fabrics, of cotton unbleached, not mercerized) there is a small amount
of 11T at EC 10 - Third World Level, but the reakdosm of trade ¢igures

by countries is mot neported. The bilateral TIT fox the Aemuining 4 items
at SITC 5 digit Level is neponted in table VI. ALL four items are warieties
of woven coiton fabrics. Foa various aeasons, woven cotfton fabrics is one
of the product groups in which thene is the possibility of horizontal intra-
industry trade between the developed market economy countries and the
developing countries. The developing countries have already developed
considerable experience in this industry. Nevertheless, a numben of DHE
countzies which have a Long established tradition in this industny have beer
rying Lo netain at Least sub-sections of it, muinly on the basis of product
differentiation into high-priced and fashion-oniented products. Thus, most
0§ the nequirements suggested in theonetical Literature concenning the
development of hoiizontal inia-industry trade axe present in the case (71
Lhis sectoxr.

In the case of all the fous SITC 5 digit products wentioned above, there was
considerable a~vw:z ¢f TIT botecen EC 10 and the Tiiod Wenld. But as table V
shews, at thi bidateial Leved, the pictute that emetsis i a dax more qualisi
cne.  The bilateral 11T 4n SITC 652.14 (Cther wover dzbuiics coltaining 85 po-
cent on moxe by wiight of cetien, wikliached, noi mescerized) and SITC 657.73
(Pile fabrics and chenifle fabsics, wrven, o4 cotice! was not very importar.?
with the probable exception ¢f the trade between 1taty and Hong Kong. None
0§ the cases meet the double criteria of the Grubel and LLoyd index of 50

ex more and of the value of mcsie than 177 million units of accounts. The
case of SITC 652.25 (Other woven cotton fabrics, containing Less than §5%

by weight of cotton, bleached, mereenizad, dyed, printed, otherwise finished)
4s somewhat different. There are clearly mone cases of bilateral 117, and the
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TABLE VI

BILATERAL INTRA-INDUSTRY TRADE OF THE EUROPEAN COMMUNITY COUNTRIES WITH THE
DEVELOPING COUNTRIES IN SITC 652 (COTTON FABRICS) IN 1982

SITC TRADING PARTNERS EXPORTS IMPORTS GRUBEL £ 1
{4n 000 Units |lin 000 Units | INDEX OF 1
of Accounts) lof Accounts) INDUSTRY T
652.14 | Faance - Hong Kong 29 510 10.76
1taly - Homg Kong 126 437 44.76
U.K. - Hong Kong 69 26783 0.51
Genmany - Taismn 17 7079 3.02
652.23 | Gensany - Hong Kong 2284 144 11.56
France - Hong Kong 1454 89 11.54
U.K. - Hong Kong 77 10773 1.42
652.24 Germany - Hong Kong 3588 785 35.90
Faance - Hong Kong 765 110 25.14
1taly - Hong Kong 2004 302 26.19
Netherlands - Hong Kong §11 32 7.5%9
U.K. - Hong Kong 1046 6272 28.59
Dermwark - Hong Kong 102 561 30.77
Genmany - S. Korea 690 § 2.29
Italy - S. Koxea 272 530 67.83
Germany - Tunisia 15466 15 §.12
Faance - Tunisia 12353 770§ 76 85
1taly - Tunisia 2537 740 30.0¢
Netherlands - Tunisia 437 6 2.71
Bel. Lux. - Tunisia 6253 6251 99.9§
UK. - Tunisia 105 776 23.84
France - Morocco 12635 5052 57.13
Netherlands - Manocco 173 33 32.04
Bel.Lux. - Morccco 591 21 6.86
U.K. - Morccco 39 2 9.76
Genrany - Sinzaponl 1177 40 £.57
122fr - Sinszrone 127 53 IRE
UK. - Singapesc 350 11é : 4¢.77
UK. - Klapsia 65 g6 | 8631
657.75 | Gemany - Heng Ker: 3588 ¢.0
Fravce - Hong Ken: 765 1 . €.28
1taly - Hong Kong 2004 86 §.23
U.K. - Hong Kong 1046 2673 56.25
Germary - S. Korea 149 1 1.33
France - S. Koxea 15 4 42.10
I1taly - S. Korea 118 33 43.71
| Govmany - Malausia @ 108 142 74 Q7
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double criteria mentiomed above has been met in one case, i.e. the trade
bebwen U.K. and Homg Koag. But bilateral ITIT is cleartly more ispoatant in
the case of STTC 652.24 (Other woven fabrics containing 85% on more by
weight of ‘coiten bleached, mercerized, dyed, printed ox othenwise §inished).
Fox this sub-group there were 27 cases of bilaterat intra-industry trade.
In four cases, the double criteria mentioned above wus met and in 5 othen
cases, the glow was clearly far §rom mrginal whether considered in Leams
of value or the Gubel and Lloyd index.

Interestingly, in all cases of bilateral TIT neported in table VI, a Limited
number of developing countries figure. They axe : Hong Kong, Taisman,

S. Koxea, Singapoxe, Malaysia, Tunisi® and Mowocco. Private direct investment
4n, and subcontracting arrangements 4nvolving these developing countries and
the members of the European Community do exist. But private direct .investment
by itself need not Lead to intra-industry especially at SITC 5 digit Level.
For example, there is no special reason wly a British company should expont
colton yarn (SITC 651.35) to Hong Kong and at the same Lime Awport into U.K.
the same product from its U.K. affilinte. But it is possible that in the case
of products such as cotton fabrics, sub-contracting provisions and off-shore
assembly arrangements might Lead to intha-indusiry thade even when the
product s considered at the §ive digit Level. Whethen this is actually

the case, is at present not possible to verify. Most of the evidence
concerning the sub-contracting and off-shone assembly amangements of the
European companies have been reviewed elsewhere (see Tharakan 1979, pp. 95-103
What it confinms is -thatani.wpouan«tpmo(wchmngmm 48 in the
Zextiles and clothing industry and is Located muinly in the South-East Asiarn
and Nonth African countries which appear in table VI.

SITC 282 : Coppes

This gioup consists of nine SITC 4ive digit products. Out of ticse, 7 preduzz:
show some intra-industry trade at the EC-10 - Thind Wonkd Level. But at
Least in thiee cases, the value 0% Grubcl and Lloyd index even at the EC 10 -
Third Cordd Level is mirginzl. These asc : SITC 682.272 {Coppen plate, sheet,
stuip, wrought), SITC 652.23 (Copper foil of a thickness not exceeding 0.15 pm)
and SITC 682.26 (Tube and pipe §itlings). Nevertheless in one of these, <.e.
SITC 687.22 there wene four instances of bilateral 11T Ainvoluing 1taty-Hong Kon
U.K.-Hong Kong, U.K.-Brazif and Germany-Brazil. The 1taly-Hong Kong §Low
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aegistered a Guwbel and Lloyd index of 99.14 but in value Lerms it amounted
20 only 234 thousand units of account. In the other three cases both Gaubel
and iloyd index and the value of the thrade fLow wene Low. Among the other
product groups there was only one case where the bilateral 11T exceeded both
1/2 million units of account and 50 points in iteams of the Grubel and Lloyd
4index. This was the trade in SITC 652.21 (Copper bans, nods, angles, shapes
and sections wwught of coppex, copper wine) betueen Italy and Hong Kong
whene the Guubel and Lloyd index was 76.56 and the value of the §Low was
worth 583 thousand units of account.

SITC 683 : Miscellaneous Non-ferrous Base Metals :

Only four SITC §ive digit products in this group show TIT even at EC 10 -
Third Wonld Level. In most cases the value involved is smil even at that
Level of aggregation. One exception is SITC 6§9.99 (Other base metals,

n.e.s., Uwnought; Cenmets, Ummought; Waste and scrop of base metals,

n.e.s. and of cenmets) in which the value of the EC 10 - Thind Wonld trade
§Low amounted Lo 42.86 million units of account, most of which was accounted
§or by the imponts coming into the European Community from the thind wornld coun
Duies. Even in the case of this product, there was only one instance of
bitateral 11T. This was befween Gexmany and South Konea. The amount {nvolved
was very Low (11§ thousand units of account).

SITC 714 : Reaction Engines, Gas Turbines :

As can be seen §nom table VII, all of the 5 SITC five digit pnoducts 4in

this thice digit group nepont considenable amount of irz-a-industry trhade

a? tifatcszl Level, whethen considered {n tenms o4 2r: valuc of the trade
$low ox D magnitude of the Guubil and Lloyd 4rdex. 1In the case of

SITC 714.40 (Reaction engines) tnenl were 5 cascs of tilatenal 11T where

i valud ¢§ the trade ¢low far cxceeded the 1/7 miasion undts of account
benchmask.  In three of these cascs, the Giubel and .7:ud index surpassed 5C.
Fox SITC 714.81 (Turbo-propellens) both of the neponted cases of bilateral
11T met this double criteria. 1t was almost the case §on the 2 instances

of bilatenal 11T neponted unden SITC 714,68 (Other Gas turbines). Simifarnily,
Ain the case of SITC 714.91 (Parts, n.e.s. of reaction engines on tunbo-propell
in two cases of bilateral 11T high values of trade §low gn_q high value of the

_




TABLE V11

BILATERAL INTRA-INDUSTRY TRADE IN SITC 714 (REACTION ENGINES, GAS TURBINES)
BETWEEN THE EUROPEAN CCMMUNITY COUNTRIES AND THE DEVELOPING COUNTRIES IN 1982

SITC TRADING PARTNERS EXPORTS IMPORTS  |GRUBEL £ L
(In 000 Units |(In 000 Units |INDEX OF 1

04§ Accounts) of Accounts) JINDUSTRY
714.40 | U.K. - Saudi Arabia 103093 254675 57.63
U.K. - Bahein 36140 18224 67.04
U.K. - India 67369 4775 13.27
U.K. - Jondan 21291 9025 59.54
#14.81 | U.K. - Iran 90§ 249§ 53.32
u.K. - Malaysia §42 1540 62.79
714.85 | Germany - Saudi Arabia 2260 7273 47.41
Gexmany - Inan 2332 1955 91.21
714.91 | u.K. - Saudi Arabia 38535 56211 §1.34
u.K. - Brazit 13507 4203 46.67
U.K. - India 23219 1579 12.73
714.99 | Nethertands - Saudi Arabia 6376 3879 75.64
U.K. - Saudi Arabia 12758 3025 35.33
U.K. - Phillippines 1253 465 54.39
U.K. - Hong Kong 1026 169 26.1§
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Gubel and Loyd index are seen. Fimally, for SITC 714.99 (Parts n.e.s.
o reaction engines or furbo-propellens, there were 4 cases of bilateral

intaa-industry trade out of which o cases met the above mentioned double
Um- u.a. -

Out of the 15 instances of bilateral TIT axeported in table VII, 12 involved
the United Kingdom, two ccses pertained Lo Geasany and one the Nethenalands.
At Least in § cases the Third Woald partnex involved was one of the oil-aich
Middle East countries. In view of the absence of production of this product
in a number of these countries the most Likely explanailion of this phenomenon
4is that what shows up as 11T here is probably neaction engines and gas
tunbines sent to the European couninies for aepairs on seavicing and
neturned duning the same yeanr.

SITC §93: Articles of Plasiic n.e.s.

Out of the 9 thnee digit sub-groups fon which trade data are reponted fon
the yean 1982, only in the case of one product (SITC §93.92: Copolynens

of vinyl chnolride and vinyl acetate in the form of plates, tiles on sinip
of the types used fon §loorning) no intra-indusiry trade beticen EC10 and
tke developing wonld was noted. 1In the case of ome othen product (SITC
§93.93 : Rollen blinds, venetian blinds and similan anticles, and pants
theneof, of the matenials falling within division 58) there was no bilateral
11T between the European Community countries and the developing countries.
Fon all the othen SITC five digit products, varying degrees of bilateral
Antra-industny tnade took place between different members of the European
Community and some of the developing countries. Because of the rather

La~ge nimbesr of such cases neponted, w have shoum in table VIIT enly

2082 ansiances in which the value of bilaiiwal TIT exceeded kzil a million
wiilr ¢f accounts and the Giubel and Licyd 4andex of over 25. As can be
irodiately seen from table VITI, all tic diveloping countrdes involved
Eilenzed 2o the South East Asian grouy, paiiculanly the four expont-orndentes
\IC: (Singapcre, Taiwan, Hong Kong and Scuir Koxea).
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Table VIII

SELECTED CASES OF BILATERAL INTRA-INDUSTRY TRADE IN SITC 893 (ARTICLES OF PLASTI
n.e.s.) BETWEEN EUROPEAN COMMUNITY COUNTRIES AND DEVELOPING COUNTRZES IN 1982

SITC TRADING PARTNERS EXPORTS IMPORTS GRUBEL ¢ L
(in 000 Units |(in 000 units |INDEX OF 1
o Accounts) of Accounts) INDUSTRY TRADE

§93.10 | U.K. - Thailand 225 1297 29.56
Gerxmany - Malaysia 425 1703 40.16

Gexmany - Singapore 247 1330 31.33

U.K. - Singapore 869 4343 33.34

UK. - Taumn 373 1285 44.99

U.K. - Hong Kong 428 1093 56.28

§93.20 | U.K. - Hong Kong 501 336 §0.29
§93.50 | uU.K. - Hong Kong 130 533 39.21
§93.94 | Gevmany - Hong Kong 269 1495 30.61
£93.99 | Germany - Hong Kong 7436 1100 25.77
France - Hong Kong 2957 1078 53.43

Italy - Hong Kong 1183 763 78.42
Bel./Lux. - Hong Kong 687 205 45.96

U.X. - Hong Kong 9082 5338 74.03

Denmank - Hong Kong §42 207 39.47

I1taly - Taiwan 217 1136 32.07

Genmany - S. Korea 405 1530 36.24

France - S. Konrea 213 1133 31.65

Italy - S. Korea 275 614 61.87
Nethertands - S. Korea 262 8§47 47.46

U.K. - S. Korea 266 §67 46.95
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The aix cases of bilateral TIT aeported in table VITI §or SITC 893.10
(Articles for the comveyance or packing of goods - including containers
Moutwauabtewouwpoubudninung cups -, sloppers,

Lids, caps and other closures, of the materials falling within Division 5§)
dnvolved considerable amounts. Four cases involved the tnited Kingdom

and fwo concerned the Federal Republic of Genmany. Fon SITC §93.20
(Sanitary and Loilet articles, of the materials §alling within division 5§)
only in the case of U.K. - Hong Kong bilateral trade the ceriteria specified
for table VITT wes met. Similarily, for SITC §93.50 (Articles of electric
Lighting, of the materials §alling within diuision 5§) only ihe UK. -

Hong Kong flow could be included in table VITI. The Gerxmany - Hong Kong
§tow IIT in SITC §93.94 (Office on school supplies, of the materials §alling
within division 55) also excceded hal{ a million units of account and

the Guubel and Lloyd iadex of 25. SITC £93.99 (cther articles, n.e.s.,

of the materials falling within division 5§) is a heterogenous group even
at give digit Level. Hence it is perhaps mot very surprising to gind

a number of instances of bilateral TIT between European Community countries
and the developing countries involving considerable amounts and high on
relatively high Gubel and Lloyd index. Twelve such cases are neponted

4n table VITI. But it is important to bear .in mind that the substitutability
4n consumplion of the products involved in these tlows might not be high.

In general in most of the significant cases of bilateral 11T, the developing
countries involved are known fo have high amounts of private dinect
Anvestments on sub-contracting avangements.

SITC §99: Other Manufactured Goods, n.e.s.

This SITC three digit group consists 0f 26 five digit items of usually

Low unit value. Given the great heterogenity of the group, the high 11T
viiul at he SITC 3 digiz £:vel does not by itsel{ mearn vesv maci..
Novartheless 42 48 westhendic paying some attenticr Lo zhe 11T a1 2.

5 diglt Levid 4 this gacuy because these ane the items don whdcr. sc-.
evelepdrg countrdes have diveloped considenable expends and secendi; <n

27 out of 7¢ &ive digit paciicts there exists considernable amoun?

of 11T (botii in terms of value and often in teams of the magnitude of

Zhe Grubet and Lloyd index) at the EC 10 - “hird Workd Level. Neventheless
when we retain only those products which show bilateral 1 1T, eleven of

&y

o,
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the SITC 5 digit preducts do mot qualify. Foa two other SITC §ive digit
products (SITC 899.82: Powder puffs and pads §or applying cosmetics on
Loilet preparations of any material, and SITC $°0_g6: Scent and similar
dprays of a kind used for toilet purposes and mounts and heads thenefon)
the breakdown of trade figures by countries is not available. Among the
other SITC §ive digit products which have negistered bilatenal TIT with
Zhe develcping countries, those instances in which the trade §Low
exceeded 1/2 million units of account and the Grubel and Woyd index of
moxe than 25 are aeponted in table IX.

Once again, ¢nrom: the Third World side the South East Asian countries,
particularly Hong Kong dominate such flows. In gact, out of § cases of
bilateral 11T neported in table 1X, flong Kong is concenned in six.
Interestingly, its bilateral 11T is not only with the United Kingdom,

but also with other members of the European Community. 1In fourn instances
out of the § cases reponted in table 1X, the nigonous double eritenia

of monz than 1/2 million units of accounts and the Guwubel and LeLoyd
4ndex of mone than 50 are met. Two of these instances are in trade in
SITC 899.727 (Brooms and brushes, consisting of twigs on othen vegetable
materials menely bound together and not mounted in a head - with on
without handles ; othen brooms and bruthes - including brushes of a kind
used as parts of machines - ; prepared knots and tugts fon broom on
brush making ; paint nollens ; squeegees and mops). The trading pantnens
concenned wene Ttaly and Hong Kong in one case and Germany and South
Korea in the second. Another instance of significant (according to the
critenia slated above) bilateral 11T was in the case o4 SITC §97.84
(Stide fastenens and parnts thereof) and the ading partners wene Germany
and Malaysia. Finally, there was also an dAmpontant bilatesal 11T §Lov:
betuwcer. France and Hong Kong in SITC §99.85 (Combs, kzis stides and the Like)
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TABLE 1X

SELECTED CASES OF BILATERAL INTRA-INDUSTRY TRADE IN SITC §99 (OTHER MANUFACTURED

PRODUCTS, n.e.s.) BETWEEN THE EUROPEAN COMMUNITY COUNTRIES AND THE DEVELOPING
COUNTRIES IN 1982

SITC TRADING PARTNERS EXPORTS IMPORTS GRUBEL £ LLOYI
{4n 000 Units |(in 000 Units |INDEX OF INTRA
of Accounts) of Accounts) INDUSTRY TRAD

899.34 | Nethertands - “ong Kong 462 1774 41.23

899.62 | Nethealands - Hong Kong 546 169 47.27

§99.72 | Italy - Hong Kong 166 356 63.60
u.K. - Hong Kong 387 2251 29.01
Gevmany - S. Konea 250 425 74.07
§99.83 | U.K. - Hong Kong 207 1200 29.42
§99.84 | Germany - Malaysia 565 1117 67.1§
§99.85 | France - Hong Kong 997 1104 94.91
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General Remarhs:

The mumber of products (at SITC thmee digit Level showing high values

(> 50 of the Grwubel and Lloyd index) of intra-industry trade between
Developed Market Economy countries and the developing world has more than
doubled duning the period covened by this study. The present stock of
knowledge on the determinants of the commodity composition of 11T deal
minly with such trade between countries with similar land high) income
Levels. In fact intra-industry trade betieen countries with clearly
diffenent facton endowment patieans is motl easy to explain within the usual
theoretical framewonk dealing with 1IT. In the present context we have
canied out the analysis at highly disaggregative Levels, both in Lerms
of products and countries. The evident reason fon analysis at a more
disaggregative Level of products 48 that at the usually used SITC 3 digit
Level, commodity groups might contain sub-groups which are not close
substitutes in tenms of facton intensities on end uses. Disaggregation
in tenms of countries is intenesting because necent theonetical
developments suggest that the existence of 11T at multilatenal Level is
not sunprising, but at the bilateral Level it is. We have chosen to apply
such a disaggregative analysis io the European Community countries trade
with the developing countries, fon those products which neconded high
Levels of 11T in 1982 in the DME-Developing Wornld §Low.

Strictly speaking, and inspite of the Last-mentioned theoretical developmerz
the pnevalence of 11T between EC 10 and the Developing World as groups alsc
A8 significant, given the difference in the income (and factor endowment)
Levels between these two groups of couninies. Our analysis shows that

even at SITC 5 digit Levels most products show intrha-industirny trade betweer
and Thind Wondd. But when the analysis <8 carnied doum Lo bilateral Level
the pictune changes censidenatly. Although the 11T does not disappea,

it becomes Less impertant, pasiszulatly 44 we apply "selection eritesda”
such as 1/7 milldior: uniis ¢é = zounts and a Guubel and Lloyd index o4

mone than 5. Funthes, iz nz7uve of the 11T (ox its determinants) appeat
to change am>ng different proc. 2 groups. The significant bilateral 117 o:
EC-10 countrdies, at SITC 5 dig.7 Leveds 4r product groups such as Carbexuli
Acids on Essential 0ils, Perfume and Flavouring Materials take place with
countries such as Brazil, Mexico, India, Egypt etc. In certain cases the
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difference in the mtural resource content might be one of the explanations.

The bilateral intra-industry trade at SITC 5 digit Level in product groups
such as Textile yarn (SITC 651) and cotton fabrics woven, excep? special fabri
(SITC 652) is far mone widespread. It could well be that the theonetically
postulated detexminanis of horizontal 1IT, such as the .interaction between
economies of scale and product differentiation play a certain aole here.

But it is wonth moling that most of such bilateral 1IT of the EC-10 countries
lakes place with developing countries which are known Lo have foreign dircct
investments ox coniractual irading arrangements with European §inms. While
such anrangements need nof in themselves be sufficient explamations of 11T

observed at SITC 5 digit Levels, they could be channels which facilitate
such {Low.

The substantial amount of TIT obsenrved in SITC 5 digit products in product
groups such as Reaction Engines, Gas Furbines (SITC 714), can only be due
2o nepains on servicing avangements as most of the developing country
partners concenned are not producens of such products.

Finally in a numben of Low unit vatue products contained in product groups
Such as Articles of plastic (SITC 893) and other Manufactured Goods (SITC
§3%] thene is considenable amount of bilateral 11T between EC 10 countrnies
and the developing countries. Product differentiation (also in the form of
hetenogeneity even at SITC 5 digit Levels) probably play a nole here.

1t is also Likely that foneign direct invesiment on contractual trade
avnangements have facilitated such §lows of bilateral 11T.




Foorwores

See UNCTAD 1984, p. 14, table 1.

By the end of 1972, all ihe schemes had been implemented except those
of Ccnada and the United States whose schemes were introduced in 1974
and 1976 aespectively.

The GSP 4is indeed a cosplex system and its essential elements which
are ¢f xelevance here can be summed up as §ollows : The products covered
include miinly manufactures and semi-mumufactunes. Agricultunal
products are included only to a Limited extent. In general, manufacture
products covered by the schemes emjoy duty-§{ree treatment. Preferential
imports to the E.C. and Japan are subject to safeguard mechanisms in the
form of iariff quotas, ceilings and maximm country amounts. Preferentic
dmponts to the U.S. are Limited to products for which developing
couniries do not demonsirate competitiveness. Preferential amports to
Ausuauamwbjwtedtoco-poﬁﬁnnudcxduiomandmi“
quotas {see UNCTAD 19585, p. 110). '

This neasoning, based on the so-called "chain of comparative advantage”
suggests the following: Although the H.0.S theorem must hold valid in
constructing some nanking of commodities to predict the pattean of
Inade between any two countries, in a world of unequal factor prices

4% need not hold in this "ondering sense” for a country's multilateral
trade under conditions of facton price mom-equalization. Stated
othenwise, the pattern of a country's multilateral trade is Likely

to be 4inconsistent with the nankings constwrfo-! acconding 2o the H.0.S.
proposition, although interestingly, it will hold between any pair of
countries.

SITC 632 and SITC 723 a+i Left out as hic Arziviicai Tabics o3 Foreign
Trade of 1982 of th: Euwcpear Commanities 2> rot picvide 20 data pertain
Lo them.






