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Stylized Facts 3

Intra-regional Trade in South Asia
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Source: UNCTAD Stat online database — UNCTAD, 2015
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Why Does Intra Regional Trade in South Asia
Remain Low?

Tariff Barriers ?7?

Poor trade facilitation !!!
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What is Trade Facilitation (TF)

TF refers to simplification and harmonisation of export and
Import processes and expediting the movement, release and
clearance of goods including goods in transit (WTO,2015)

Minimize trade transaction costs (TTCs)
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Trade Transaction Costs (TTCs) in South Asia

Direct Costs Indirect Costs (Trade Delays)
e ~N “ Impactis
At the border Cost for additional inventory high
holding
- Custom clearance fees Spoilage

. Penalties for missed delivery < Comparable
- Logistic charges dates fo tax on
Losing clients trade

( Costs of paper works etcj

1 / !

ﬂ:’oor facilitation at Ports \

( Behind the border \

. Poor infrastructure - Insufficient technology

. .. - Lack of human resources
- Transit restrictions

x Countries security inspections] \ Complicated transaction /
procedures
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Time to trade In South Asia

ETime to

T import(days) # Time to export
OECD (days)
& Time to export _
i (days) < Landlocked OTime to

Latin America & import(days)

Caribbean

East Asia & Pacific

South Asia

Source: Doing Business Report (World Bank, 2015)



Motivation

Reduction of trade delays

\ 4

Lower trade transaction costs

\ 4

Increase market access

\ 4

Export diversification

Quantitative Estimation of
these impacts in South

Increase exports and imports Asia based on GTAP

\ 4

Producers and consumers better off

¥

Increase intra-regional trade

¥

Faster economic growth




Estimation of Ad-Valorem Time in Trade Database
(Minor and Hummels ,2013)

O, O,

/ Estimation of bilateral, sector \
specific per day ad-valorem
tariff equivalents

_ The per day value of the time

savings
\ (product & country basis) j

Data Sources: U.S Merchandise imports database (1991-2005)
and Worldwide ocean freight times for 2006.

e / Mapping @ database
Per day ad-valorem into GTAP version 8
time in trade X @_ (57 sectors and 134 I@
Numberer of days to countries)
imports and exports
y, < 7

Data Sources: World Bank Doing
Business Data (2007)



Implementation of trade delays in the Standard GTAP model

Iceberg Approach



Implementation of trade delays in the standard GTAP model

Welfare impacts of reduction in trade delays
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Source: Minor and Hummels (2013)



Implementation of trade delays in the Standard GTAP model

The import demand equation

_ . i :
gXSirs = —AMSjrg + qim;gs — oy (pmsirs — AMSjpg — plmis)

The import price equation

pimis — Zr eirs pmsi;,s — AMmMSyg

Where;

o}, = Elasticity of substitution among imports of i
qxs;rs = Percentage change in bilateral exports of i fromrto s
qim;; = Percentage chnage in total imports of i into s
pms;,s = Percentage change in price of imports ofi fromrins
pim;; = Percentage change in average import price ofiin s
ams;,s = Demand shift equal to the ad valorem value of trade delays of i fromrto s
0;,-s = The Share of commodity i shipped from region r to region s



Data Aggregation

Regional aggregation Sectoral aggregation:
1. Pakistan 1. Grains and Crops
2. India 2. Vegetable and Fruits
3. Bangladesh 3. Livestock and Meat Products
4. Sri Lanka
5. Landlocked (Nepal, Bhutan, 4. Mining and Extraction

Afghanistan) 5. Processed Food
6. Unites States of America 6. Textiles and Clothing
7. European Union 7. Light Manufacturing
8. China 8. Heavy Manufacturing
9. Rest of the World

9. Utilities and Constructions
10. Transport and Communication



Simulations

} Half of the average

} 04 days Middle-Income

10 days Countries

_ Pakistan
India Sri Lanka
Bangladesh
Landlocked

Based on Hertel and Mirza (2009)



Simulations
Number of days to imports Simulated number of days to
imports
Country Customs | Port Inland Country Customs Port Inland
Clearance | Handling | Transport Clearance | Handling | Transport
Land-Locked 5 10 20 Land-chked 2.5 2.5 5 10
Countries(South Co.untrles (South
Asia) ASIa) -
USA 1 1 1 3 USA 1 1 1 3
Eu28 1 2 2 5 Eu28 1 2 2 5
B No
Row 3 3 3 9 Row 3 3 3 9 =
Source: Minor and Hummels (2013) Source: Authors’ calculations based on

Hertel and Mirza (2009)



Results

Percentage Change in Imports by Commodity in South Asia due to
reduction in Trade Delays

e
) S
g | |2 .
Sectors 3 '_;4(‘2 g - 'c% %
= o m ) -1 O
Grain crops 6 1 16 32 176
Meat & livestock 36 43 44 41 138
Extractions 0.3 3 41 1 190
Processed foods 2 8 19 18 32
Vegetable & fruits 11 63 76 125 254
Textile &wearing-apparel 3 12 1 -7 34
Light manufacturing 3 16 37 23 64
Heavy manufacturing 0.3 1 7 5 17
Utilities &constructions -3 2 11 14 43
Transport& 0.3 2 11 10 36
communications
Other services 0.3 2 10 15 36

Source: Authors’ calculations



Results

Percentage Change in Exports by Commodity in South Asia due to
reduction in Trade Delays

=
0
c & C
& & c =
Sectors © @2 <2 e - @
=) _é % = % S
= o m n -1 9
Grain Crops 3 8 63 2 236
Meat & Livestock 2 70 8,913 1,120 499
Extractions 2 141 1,048 56 (31)
Processed foods 1 1 38 2 52
Vegetable & fruits 16 70 2,764 202 403
Textile & Wearing-apparel |1 -1 -19 -16 51
Light manufacturing 6 16 66 113 505
Heavy manufacturing 0 8 119 0 55
Utilities &constructions 0 -3 -24 -23 -83
Transport& 0 -2 -15 -15 -56
communications
Other services -1 -3 -18 -24 -75

Source: Authors’ calculations



Changes in Trade Balance in Selected Sectors in South Asia (US$ million)
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Source: Authors’ calculations
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Percentage Change in Intra-Regional Trade in South Asia

% Change

Grain crops 27
Meat & livestock 361
Extractions 288
Processed foods 18
Vegetable & fruits 162
Textile & wear-apparel 30
Light manufacturing 225
Heavy manufacturing 15
Utilities &constructions =77
Transport& communications -5
Other services 4

Source: Authors’ calculations

Note: Intra-regional trade is calculated as total export sales from South Asia to South Asia
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Percentage Change in Intra-Regional Trade due to Reduction of Three
Elements of Trade Delays

Reduction of Reduction of Inland | Reduction of Port

SO Customs Delays | Transport Delays Handling Delays

India 9 5

Pakistan

Bangladesh

Sri Lanka

South Asia

Source: Authors’ calculations
Note: Intra-regional trade is calculated as total export sales from South Asia to South Asia
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Export Sales from South Asia and the Rest of the World to the
Landlocked Countries (US$ million)
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Source: Authors’ calculations



Macro Economic Changes

Changes in real GDP Welfare Improvement

2100.34

1730.11

1168.18

Us $ million

Percentage changes

Source: Authors’ calculations



Way Forward

Extension of ad valorem trade time database
v Extension to the GTAP version 9

v Incorporating investment costs of reduction of trade
delays to the GTAP model

v Estimating long run effects of trade delays



Thank you




Results
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Changes in Intra-Regional Trade in South Asia by Country and Sector (US$ million)

India Pakistan Bangladesh  SriLanka Landlocked South Asia
Sector
Pre [Post | Pre [Post Pre [Post Pre [Post | Pre [Post Pre
Grain crops 644 [705 71 |90 = 133 [1565 54 (96 60 [172 961
Meat&livestock 90 - 30 - 0.43 - 8 - 5 - 134
‘Extractions 177 90 18 [441°7" 16 [110°7] 71 [195° 288

Processed foods 1,040 - 293
_ 28 - “

Textile&wear-

388

apparel

137 37
Heavy 5,049 545
manufacturing
Utilities 3 1
&constructions
Transport& 40 23
communications
Other services 171 [180 | 29

All commodities

Source: Authors’ calculations

8,372 - 1,496
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Note: Intra-regional trade is calculated as total export sales from South Asia to South Asia
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