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Abstract

In this paper, the authors start from the observation of two apparently contradictory trends: the increasing
regionalization of trade and the proliferation of regional trade agreements, on the one hand, and the increase
of the average number of trading partners of each country and of the trading distances over time due to
decreasing transportation and communication costs, on the other, pointing to more globalization. They are
brought together to better understand the characteristics of the process of internationalization which is
involving so many emerging countries. In particular, by considering the extent of regionalization in trade
or the preferentiality of regional trade, as well as the structure of some existing trade agreements in terms
of influence of individual countries on intra-regional trade flows, they address the following questions: is
internationalization of emerging countries starting at a regional level and eventually evolving to make them
global players? Is the growing export strength of many low- or mid-income and size economies due to their
linkages to some increasingly important traders in the world market, or is it an autonomous development of
their economies? The authors start from a particular specification of bilateral trade intensity indices which
allows for measuring revealed trade preferences, overcoming several statistical shortcomings of traditional
indicators. They then apply the tools of network analysis, in order to take into account whether local trade
structures and preferential agreements affect the overall system of international trade.
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1. Introduction

The impressive growth of trade flows from emerging countries and the proliferation of bilateral
and regional preferential trade agreements are among the main trends that characterized the world
economy in the past decade, and that drew the attention of policy-makers on the deep effects
that they have on the organization of international markets. The increasing trade shares of Brazil,
Russia, India and China (the so-called BRICs) have been largely documented and discussed,
but together with this small group of large economies, many more mid-size emerging countries
are rapidly expanding their exports and their imports. As discussed by Hanson (2012), since the
early 1990s, low- and middle-income economies more than doubled their total share of world
exports. As far as regionalization is concerned, two opposite trends are observed: on the one
hand, there seems to be a trend of increasing regionalization in trade. On the other hand, as
transportation and communication costs decreased, the average number of trading partners of
each country has been increasing over time, and more firms trade at long distance, suggesting that
regionalization should be declining, as shown also by the increase in the number of preferential
trade agreements (PTAs) being signed between far away countries. Overall, the number of existing
trade agreements between both geographically close and far away countries has increased very
rapidly since the 1990s, and in 2011 nearly 300 such agreements were in place. The amount of
international trade covered by these agreements seems to increase as well: according to the World
Trade Organization (WTO, 2011), the value of trade between members of PTAs has grown faster
than the world average in the past decades, increasing the share of PTA trade to world trade to
35% in 2008. In recent years, emerging countries have become very active in signing PTAs and
nowadays the vast majority of PTAs in place is between developing or emerging countries (WTO,
2011).

In this paper, we put together these two trends to better understand the characteristics of the
process of internationalization which is involving so many emerging countries. In particular, by
considering the extent of regionalization in trade or the preferentiality of regional trade, as well
as the structure of some existing trade agreements in terms of influence of individual countries on
intra-regional trade flows, we address the following questions: is internationalization of emerging
countries starting at a regional level and eventually evolving to make them global players? Is the
growing export strength of many low- or mid-income and size economies due to their linkages to
some increasingly important traders in the world market, or is it an autonomous development of
their economies?

Measuring trade regionalization and detecting leadership patterns in regional trade networks
may be done in different ways, including the use of gravity models, intensity indices or network
analysis tools. In this paper we start from a particular specification of bilateral trade intensity
indices which allows measuring revealed trade preferences, overcoming several statistical short-
comings of traditional indicators (Section 2). We then apply the tools of network analysis, in
order to take into account whether local trade structures and preferential agreements affect the
overall system of international trade (Section 3). In both sections we study the role of BRICs in
the global and regional trade networks in three years: 1995, 2008 and 2011. The four regions con-
sidered here connected to each BRIC country are the Southern Common Market (Mercosur),' the

! The Mercosur was established in 1991 and until 2011 included Argentina, Brazil, Paraguay and Uruguay. The recent
accessions of Venezuela and Bolivia have not been considered in this paper.
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