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4. Sectoral specialisation

An economy can be defined as “specialised” if a few sectors
account for a relatively large share of the country’s GDP,
whereas it is “diversified” if each of a relatively high
number of sectors accounts for a small share of GDP. Indus-
trial specialisation or diversification patterns relate to
economies’ long-run productivity, resilience to a crisis,
investment patterns, innovativeness and performance of
firms and sectors. The Hannah-Kay (HK) diversification
index captures a country’s full sectoral composition and
accounts for the influence of larger sectors. A lower HK
corresponds to rising sectoral specialisation. The concen-
tration ratio (CR) index shows the share of value added
accounted for by the economy’s top four sectors.

In the last decade almost all economies became more speci-
alised albeit to different extents. Diversified economies
show HK values above 10 (the Czech Republic and Korea
in 1998 and 2008); less diversified economies have values
between 6 and 7 (France, Luxembourg and the United States
in 1998 and 2008; Norway, Israel, Belgium, Germany and the
United Kingdom in 2008). Between 1998 and 2008 Norway
had the greatest increase in sectoral specialisation (the HK
index decreased by almost 40%). Poland is the only country
showing slightly greater diversification in 2008 than in 1998,
whereas Korea’s HK index fluctuated but remained basically
unchanged between 1998 and 2008.

A few broad sectors, typically “Wholesale and retail” and
“Business activities”, are consistently among the top four in
terms of share of value added. The size of the two leading
sectors differs considerably across countries: in Norway,
Mining and quarrying is three times the size of the second
largest sector but in Spain, the top sectors are more evenly
distributed. In the G7 countries, the concentration ratio has
grown over the last 30 years; the top four sectors represent
on average 55% of total value added.

Industrial specialisation, 1998 and 2008 
Hannah-Kay index, calculated for theta equal to 2

Source: OECD, Structural Analysis Database (STAN), May 2011. See
chapter notes.
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Definition

The Hannah-Kay (HK) index is calculated for a value of 
(theta) equal to 2, value for which the HK corresponds
to the inverse of the Herfindahl index.  measures the
extent to which the index is influenced by large
sectors. The HK(2) is calculated on 20 sectors and takes
values ranging from 1 to 20. According to the measure
used, and in analogy to the threshold values suggested
by the concentration literature, countries can be con-
sidered diversified if HK(2) is bigger than 10, moder-
ately diversified for HK(2) values between 10 and 6,
moderately specialised if HK(2) values are between
6 and 4 and specialised for HK(2) smaller than 4. The
concentration ratio CR(4) is calculated on four sectors
and is defined as the cumulative share of the top four
sectors in an economy in terms of share of value
added.

A corrigendum has been issued for this page. See: http://www.oecd.org/dataoecd/26/8/48742541.pdf
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4. Sectoral specialisation

Value added of the top four industries, 2008 
As a percentage of total value added (excluding real estate and the public sector)

Source: OECD, Structural Analysis Database (STAN), May 2011. See chapter notes.
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Value added of the top four industries, G7, 1980-2009 
As a percentage of total value added (excluding real estate and the public sector)

Source: OECD, Structural Analysis Database (STAN), May 2011. See chapter notes.
1 2 http://dx.doi.org/10.1787/888932487742

Measurability

Given data availability and coverage, and to ensure comparability across countries and over time, sectors are
considered individually (e.g. 45 is the construction sector) or at an aggregate level (e.g. 65-67 is the financial
intermediation sector). The HK(2) and CR(4) indicators shown rely on 20 main industries. Value added is taken at
current prices and non-market sectors are excluded from the calculation. Different levels of sectoral aggregation,
reference periods, value added measures and parameters would change the results. Greater sectoral disaggregation
improves the ability of the HK and CR indicators to identify key industries and trends. The indicators should be
considered experimental.
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71-74: Business activities

65-67: Financial intermediation

55: Hotels and restaurants

50-52: Wholesale and retail trade

45: Construction

23-25: Chemical, rubber, plastics and fuel products

60-64: Transport, storage and communications

10-14: Mining and quarrying
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