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Measuring the Trade Power: Theory and Methods

Yao Zhizhong

Abstract: This paper builds an index to measure trade power, equivalent to multiplying its trading
share by a price factor obtained from a comparison between the country’s trading price and the global aver-
age trading price, so as to measure the country’s relative gains from trade. The essential feature of trade
power is that it can reap more trade benefits from international trade than other countries. This index also
captures another important characteristic of powerful trading nations: that the process of transitioning from a
large trading nation to a powerful trading nation largely depends on moving from exporting low-priced prod-
ucts to exporting high-quality, high-priced products. The deconstruction and subsequent analysis of the in-
dex are very useful for understanding the sources of countries’ trade interests, their status within internation-
al trade, and a country’s development trajectory to become a powerful trading nation. The index also pro-
vides a new perspective for the analysis of the trading structure.

Key words: trade power, large trading nation, product quality
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