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Highlights

* Reducing trade costs is essential for economies to join regional and global value chains; it allows trade to
continue as a major engine of growth and sustainable development.

» Trade facilitation has a direct impact on trade costs and an indirect impact on the price of traded goods; it
increases trade flows and ultimately leads to higher growth.

* Aglobal survey was conducted first in 2015 to assess the implementation status of trade facilitation worldwide.
The second global survey 2017 draws on the final list of provisions under the World Trade Organization’s Trade
Facilitation Agreement (WTO TFA) and the text of the regional UN treaty on cross-border paperless trade
facilitation. It also includes additional questions on trade facilitation in the context of Sustainable Development
Goals (SDGs).

The survey covers 47 trade facilitation measures in seven groups— (i) General trade facilitation measures,
(ii) Paperless trade, (iii) Cross-border paperless trade, (iv) Transit facilitation, (v) Trade facilitation for SMEs,
(vi) Agricultural trade facilitation and (vii) Women in trade facilitation. Main findings are as follows:

— Overall, the Asia and Pacific region shows a 50% average implementation rate for trade facilitation and
paperless trade measures.

— However, the level of trade facilitation implementation varies widely within each subregional group. Apart
from Australia and New Zealand, the highest average WTO FTA implementation is 73.7% for East and
Northeast Asia, followed by Southeast Asia (60.1%), North and Central Asia (52.4%) and South and
Southwest Asia (45.8%). Pacific Island Developing Economies lags far behind other subregions (28.2%).

— On (i) General trade facilitation measures and (iv) Transit facilitation—mostly covered by WTO TFA, the
region’s implementation rates are generally high at 50-70%. However, areas such as cross-border paperless
trade remain at an early stage.

— Very few countries in Asia and the Pacific have customized trade facilitation measures to support SMEs and
women, as reflected by the low average implementation rates in (v) Trade facilitation for SMEs at 34% and
(vii) Women in trade facilitation at 16%, respectively.

* Institutional coordination is key to successful trade facilitation. The Framework Agreement on Facilitation of
Cross-Border Paperless Trade in Asia and the Pacific, as a UN treaty, provides a unique opportunity for Member
States to boost their trade and investment competitiveness and actively support the growth of their digital
economy.

* Moving forward, further study is needed on how trade facilitation helps meet the SDGs.



1. Introduction

rade helps drive inclusive growth and poverty
reduction. For developing Asia, strong value-
added from trade-related activities contributes
to economic growth and development. Global trade
helps reallocate capital and labor toward sectors
holding comparative advantage. And international
trade is one important way to help meet the United
Nations Sustainable Development Goals (SDGs).
The beneficial links between trade and investment
catalyzes economic transformation, job creation,
and skill development—which all support SDG 8
(promoting decent work and economic growth),
SDG 9 (building resilient infrastructure, promoting
inclusive and sustainable industrialization and fostering
innovation), SDG 10 (reducing inequality within
and among countries), and SDG 17 (revitalized and
enhanced global partnership).!

Trade facilitation eases the cross-border movement

of goods by cutting costs and simplifying trade
procedures (OECD, 2005). It rests on four core pillars:
(i) transparency; (i) simplification; (iii) harmonization;
and (iv) standardization. Transparency promotes
openness and accountability; it involves publicizing
easily understood regulations so stakeholders can
provide feedback prior to enforcement. Simplification
eliminates unnecessary elements and duplications,
focusing on essential aspects of trade and critical
processes. Harmonization aligns national procedures,
operations and documents among trading partners.
And Standardization aims to develop international best
practices (UNECE, 2012).

Based on these principles, trade facilitation focuses
on five key areas: (i) publicizing and administering
policies related to trade issues; (ii) establishing rules
and procedures for import and export; (iii) creating

' M. Kituyi. 2016. SDGs: the people’s agenda. Why trade matters. http//
www.sustainablegoals.org.uk/why-trade-matters/

product standards that conform to WTO guidelines

on standards; (iv) building trade-related infrastructure
and supplying quality services that effectively reduce
trade costs; and (v) balancing fast customs clearance
with adequate security and protection from fraud (ADB,
2013, Figure 1).

Trade facilitation particularly benefits landlocked

and island countries, where it boosts participation

in international supply chains. They can diversify
production of intermediate and final goods to cater
to the global market, thereby benefiting other regions
as well 2

According to the latest data from the ESCAP-World
Bank International Trade Cost Database (Table 1), the
overall cost of trading goods among the three largest
European Union (EU) economies is equivalent to a 43%
average tariff on the value of goods traded. The People’s
Republic of China (PRC), Japan, and Republic of Korea
(East Asia-3) come closest to matching intra-EU trade
costs (51% tariff equivalent), followed by middle-income
Association of Southeast Asian Nations (ASEAN)
members (76% tariff equivalent). Countries in South
Asia, including Bhutan, face the region’s highest trade
costs (186% tariff equivalent).

Recent studies suggest that much of the reduction in
trade costs since 2000 has come through eliminating or
lowering of tariffs.®> Any further cost-cutting will have
centered on reducing nontariff costs, such as inefficient
transport and logistics infrastructure and services, and
cumbersome regulatory procedures and documentation.

2 Developing countries in East and Southeast Asia accounted for
approximately 40% percent of global supply chain trade in 2015, compared
with 34% percent for the European Union (EU), 10% percent for the
United States (US), and 5% percent for Japan (http;//www.dailymirror.lk/
article/Can-Sri-Lanka-join-Asian-supply-chains--122750 html#sthash.
mQIMCLWO.dpuf)

3 Forexample, see ESCAP. 2011. Asia-Pacific Trade and Investment
Report 2011.
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Figure 1. The Four Pillars and Five Key Areas of Trade Facilitation
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Table 1. Intraregional and Extra-Regional Comprehensive Trade Costs in Asia and the Pacific
(excluding tariff costs), 2010-2015

North Pacific
. East and Islands SAARC- | AUS-
Region ASEAN-4 | rsia-3 | Central Developing 4 NZL EU-3
Asia-4 | Economies
ASEAN-4 76%
(6.7%)
East Asia-3 76% 51%
(4.1%) (-2.9%)
North and 343% 167% 116%
Central Asia- 4 (5.4%) (-9.9%) (-0.9%)
Pacific Islands 172% 173% 370% 130%
Developing Economies (-9.0%) (-3.1%) | (21.6%) (-8.8%)
SAARC-4 130% 123% 302% 300% 119%
(3.5%) (-2.1%) (7.7%) (-4.6%) (12.9%)
AUS-NZL 101% 87% 341% 82% 136% 51%
(2.9%) (-5.4%) | (-4.9%) (-8.9%) (-6.7%) | (-4.9%)
EU-3 105% 84% 150% 204% 113% 108% 42%
(-3.4%) (-3.4%) | (-7.1%) (-7.1%) (0.3%) | (-2.3%) @ (-8.1%)
United States 86% 63% 174% 161% 112% 100% 67%
(8.0%) (0.4%) (-3.5%) (-5.4%) (6.7%) | (2.9%) | (0.4%)

ASEAN = Association of Southeast Asian Nations, AUS = Australia, EU = European Union, NZL = New Zealand, SAARC = South Asian
Association for Regional Cooperation.

Notes: Trade costs may be interpreted as tariff equivalents. Percentage changes in trade costs between 2004-2009 and 2010-2015
are in parentheses. ASEAN-4 includes Indonesia, Malaysia, the Philippines, and Thailand; East Asia-3 includes the People’s Republic of
China, Japan, and the Republic of Korea; North and Central Asia-4 includes Georgia, Kazakhstan, the Kyrgyz Republic, and the Russian
Federation; Pacific Islands Developing Economies include Fiji and Papua New Guinea; SAARC-4 includes Bangladesh, India, Pakistan,
and Sri Lanka; and EU-3 includes France, Germany, and the United Kingdom.

Source: UNESCAP. ESCAP-World Bank Trade Cost Database (June 2015 update).
http://databank.worldbank.org/data/views/variableselection/selectvariables.aspx2source=escap-world-bank-international-tradecosts.



2. Impact of Trade Facilitation

veryone gains from easier trading processes

(OECD, 2005b)—trade facilitation brings

governments higher revenues from reduced
fraud; businesses become more competitive and
efficient, raising profits; and consumers save from lower
prices. Inefficient trade procedures add significant
costs, usually shouldered by the taxpayer or buyer, and
it makes investment less attractive.

Trade facilitation increases trade flows and ultimately
sustainable and inclusive growth (Figure 2). It lowers
direct costs by raising efficiency among interacting
businesses and administering agencies. Prices fall as
they indirectly benefit from simpler, transparent border
procedures. Even modest cost reductions show a
positive link between trade facilitation and increased
trade. All countries—especially those developing—
stand to gain. Countries that improve border
procedures would benefit most.

Trade facilitation can have a greater impact on specific
product groups, firms, and economies (Box 1). For
example, agro-food products have higher cross-border
costs than manufactured goods, as they are subjected
to special border procedures (costing 1%-15% of
product value). Long border delays raise final costs by
increasing spoilage.

Small and medium-sized enterprises (SMEs) are more
vulnerable to financial and efficiency costs than large
enterprises. The larger the international trade within

a firm, the more economies of scale and comparative
advantage exist for logistics and administrative
coordination. In a highly competitive environment,
SMEs have to address the constraints of limited
human resources, information, and capital. They are
also often classified as high-risk and are required to
comply with additional documentary and cargo checks.
An Organisation for Economic Co-operation and

Figure 2. Impact of Trade Facilitation

Reduced trade
costs

Trade Facilitaition

Sustainable
. and Inclusive
growth

. Improved trade and business climate

- Increased inter/interregional trade
- Promotion of FDI
- Higher SME participation in international trade

{i) Publication and administration of policies related to trade issues

{ii) Rules and procedures forimport and export
{iii) Productstandards and conformance

{iv) Trade-related infrastructure and service

{v) Goodsin transit

FDI = foreign direct investment, SME = small and medium-sized enterprise.

Source: Authors.



Trade Facilitation for a More Inclusive and Connected Asia and Pacific Region

Development (OECD) report (OECD, 2003) estimates

that using simplified trade facilitation procedures,
would cut SME trade costs by 50%.

This is especially true for non-OECD countries with

high trade-to-gross domestic product (GDP) ratios—

and thus highly sensitive to changes in import and

export costs. Developing countries would experience
the largest relative gains from trade facilitation. Those
best able to ease border flows with minimal financial
resources show how small investments in trade
facilitation can bring high relative returns. Additional
investments would amplify the benefits.

Box 1. Estimates of Gains from Trade Facilitation

The benefits from trade facilitation vary by degree,
particularly in efficiency gains. Certain product groups and
countries—small and medium enterprises and developing

countries, for example—benefit more from trade facilitation

than others.

For agriculture and food products, sanitary and
phytosanitary measures, additional documentation and
physical inspections are required for border clearance.
For example, agricultural product exporters from India
currently face a 37% cost disadvantage to those firms.
In Bangladesh, export earnings could increase 30% with
higher port efficiency.

In Japan, use of electronic data led to a 7% reduction in
costs and a 4% shorter waiting time for goods subject to
similar procedures.

* In Australia, paperless trade resulted in a 1.5% savings for
bulk sea shipments and 15% for air cargo.

e In Thailand, the 2008 implementation of a National Single
Window brought savings of about $1.5 billion annually and
cut time-to-export from 17 days to 14 days.

* Singapore’s single-window system reduced
documentation costs by more than half.

* In New Zealand, processing time fell from 10 days to 12
minutes over a 4-year period after the automation of
customs procedures.

Source: UNNext (2012) and OECD (2003 and 2005b).



3. Status and Progress of Trade
Facilitation in Asia and the Pacific

3.1 Global Survey Results
on Trade Facilitation
and Paperless Trade

n 2012, the ESCAP Secretariat—in conjunction with
the Asia-Pacific Trade Facilitation Forum organized
by ESCAP and ADB—conducted the first regional
survey on the implementation of trade facilitation
and paperless trade. A second regional survey was
conducted in 2013/14. Extensive discussions at the
Global Trade Facilitation Forum 2013* over the lack
of reliable, detailed and regularly updated data on
the implementation of trade facilitation—building on
ESCAP’s regional surveys—led to the first global survey,
jointly by all United Nations Regional Commissions
(UNRCs) and other international organizations in
2015.

The second global survey began in early 2017. The
survey uses the final list of provisions included in
the World Trade Organization’s Trade Facilitation
Agreement (WTO TFA)® and the draft text of the
regional UN treaty on cross-border paperless trade
facilitation under negotiation at ESCAP. It covers
47 trade facilitation measures divided into seven
groups— (i) General trade facilitation measures, (ii)
Paperless trade, (i) Cross-border paperless trade,
(iv) Transit facilitation, (v) Trade facilitation for
SMEs, (vi) Agricultural trade facilitation and (vii)
Women in trade facilitation.* While General trade
facilitation measures and Transit facilitation measures
are largely featured in the WTO TFA, most cross-

* Organized jointly by all the UN Regional Commissions (UNRCs) in
Bangkok in November 2013. See http://www.unescap.org/events/
global-trade-facilitation-conference-2013

> Box2 shows the recent progress of the WTO TFA.

6 The survey questionnaire is available in full at: http://unnext.unescap.
org/tfforuml14-survey.asp

border paperless trade measures are not (although
they support implementation in many General trade
facilitation measures). To ensure comparability

across countries, two measures classified under
Institutional arrangement and cooperation (No. 33,
34), one measure under Paperless trade (No. 20), and
one measure under Transit facilitation (No. 35) are
excluded from the regional analysis. Because of very
limited data on Trade facilitation for SMEs, Agricultural
trade facilitation and Women in trade facilitation,
indictors in these groups are also excluded for regional
analysis.

For analysis and presentation of the results, each trade
facilitation measure included was rated either as “fully
implemented,” “partially implemented,” “on a pilot
basis,” or “not implemented.” A score (weight) of 3, 2,
1, and O was assigned to each implementation stage
to calculate scores for individual measures across
countries, regions or categories.’

Implementation levels of 44 countries in Asia and the
Pacific were calculated based on 31 trade facilitation
and paperless trade measures (Figure 3).2 The regional
average implementation of this comprehensive set of
trade facilitation measures was 50%, though results

7 Note: for the data on trade facilitation and paperless implementation
used in this report, the cut-off date for data validation was 31 June 2017.
Some data may be subject to changes if some individual countries send
feedback on data validation in July 2017. Accordingly, the results reported
here are still preliminary.

8 Among 38 trade facilitation measures surveyed, three measures—
including 20. Electronic Submission of Sea Cargo Manifests, 33.
Alignment of working days and hours with neighboring countries at
border crossings, and 34. Alignment of formalities and procedures with
neighboring countries at border crossings—are excluded for calculating
the overall score as they do not apply to all countries surveyed. Similarly,
four transit facilitation measures are also excluded. The overall score
of each country is simply the sum of the implementation scores (3,21
or 0) for each trade facilitation measure. The maximum possible score
is 93 and the average score across all 44 countries is 43.3 (or 46.5% in
percentage terms).
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Figure 3. Overall Implementation of Trade Facilitation Measures (44 Asia and Pacific countries)
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Source: The second global survey on trade facilitation and paperless trade implementation (2017).

vary widely by country. Australia, the Republic of Korea,

Singapore, the People’s Republic of China and Japan
have implementation rates over 80%, while several
Pacific countries barely reach 15%.

Figure 4 presents implementation rates of trade
facilitation measures (measured by percentage)

by subregion and groups of countries with special
needs—landlocked developing countries (LLDCs),
least developed countries (LDCs) and small island
developing states (SIDS)—as well as the average
implementation rate of each group (indicated by the
red bars). After Australia and New Zealand, the highest
average rate was in East and Northeast Asia (73.7%),
followed by Southeast Asia (60.1%), North and Central
Asia (52.4%) and South and Southwest Asia (45.8%).
The Pacific lags behind at 28.2%.

Implementation varies widely within each subregional
group. In Southeast Asia, all of ASEAN have well-
implemented trade facilitation measures. In contrast,
Timor-Leste only recently began to actively engage

in international trade. Differences in trade facilitation
implementation are smallest in the Pacific, possibly

due to economic cooperation initiatives on trade
facilitation—but arguably more likely because they all
face relatively similar implementation constraints.

Countries with special needs face particular challenges
in implementing trade facilitation measures—in
particular paperless trade and cross-border paperless
trade. The average implementation level of these
countries varies between 29% and 41% depending

on the group considered (see Figure 4). Interestingly,
LLDCs as a group have higher levels of trade facilitation
on average than LDCs or SIDSs. This is welcome given
the particular importance of trade facilitation for these
economies—and the strong support of development
partners in supporting trade and transport facilitation
in LLDCs (and in the context of the Vienna Programme
of Action (VPoA).?

?  httpy//unohrlls.org/about-lldcs/programme-of-action/
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Figure 4. Trade Facilitation Implementation across Asia and Pacific Subregions and Countries with Special Needs
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Figure 5. Implementation of Different Groups of Trade Facilitation Measures
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As shown in Figure 5, “transparency” measures speeding-up have also been given serious attention
have been the best implemented (regional average in many economies of the region, with the regional
implementation at 68.5%), followed by “formalities” average implementation rate exceeding 50% in that

measures (60%). Measures aimed at reducing or category. Regional average implementation also

7
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reaches over 50% for measures related to “institutional
arrangements and inter-agency cooperation” and
“transit”.

The regional average level of implementation of
“paperless trade” measures also stands close to

50%. While many economies have developed legal
frameworks to enable paperless trade, implementation
of “cross-border paperless trade” has yet to begin in
many developing countries and the average rate of
implementation stands at 23%.

To better reflect trade facilitation in the context of
SDGs, three groups of trade facilitation measures
including “trade facilitation for SMEs”, “trade
facilitation for agricultural trade” and “women in trade
facilitation” were added to the Survey in 2017. Figure
5 shows that, according to the data received from 16
countries surveyed, agricultural trade facilitation has
been generally well implemented. However, very few
countries have customized trade facilitation measures
to support SMEs and women, as reflected by the

low average implementation rates at 34% and 16%,
respectively.

Studies by UNESCAP (2015; 2016) reveal that the
implementation both of the binding and non-binding
TFA measures would results in a 5% reduction in trade
costs, on average, under a partial implementation
scenario, and an 11% reduction under the more
ambitious full implementation scenario. In contrast,
implementation of the binding TFA measures alone
results, at best, in a 6.77% decrease in trade costs on

average in the Asia and Pacific region. Under a WTO
TFA+ scenario, where paperless trade measures not
included in the TFA are also implemented, the average

trade cost reduction across countries increases to more
than 13% (Table 2).

3.2 Subregional
Cooperation Initiatives
and Trade Facilitation
in Asia and the Pacific

This section presents a brief introduction to major
subregional programs in Asia and the Pacific. It also
describes trade facilitation projects that promote
development through deepening regional cooperation
and integration.

Central Asia Regional Economic
Cooperation Program

Overview

Established in 2001, the CAREC program covers 11
countries—Afghanistan, Azerbaijan, the People’s
Republic of China (PRC), Georgia, Mongolia,
Pakistan, Kazakhstan, the Kyrgyz Republic, Tajikistan,
Turkmenistan, and Uzbekistan—the last five forming
the core economies of the subregion. The program

Table 2. Changes in International Trade Costs of Asia and Pacific as a Result
of WTO TFA Implementation (%)

WTO TFA WTO TFA . -WTO TFA,+ .
(Binding only) (Binding + non-binding) (Binding + non-binding +
other paperless trade)
Partially Fully Partially Fully Partially Fully
implemented implemented implemented implemented implemented implemented
Model 1
Overall TF -3.15 -6.77 -5.38 -11.11 -6.71 -13.16
Model 3
Transparency -0.79 -1.67 -1.13 -3.09 -1.13 -3.09
Formalities -2.25 -3.17 -2.66 -3.95 -2.66 -3.95
Institution -0.10 -0.35 -0.10 -0.35 -0.10 -0.35
Paperless trade - - -1.45 -2.34 -2.91 -4.83

TF = trade facilitation , WTO TFA = World Trade Organization’s Trade Facilitation Assessment.

Source: UNESCAP (2015; 2016).
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focuses on regional infrastructure development and
trade issues prioritizing (i) energy, (ii) transport,
(iii) trade facilitation, and (iv) trade policy.

At the heart of CAREC is an institutional framework
that guides and strengthens initiatives from planning
to implementation. The annual Ministerial-level
conference is CAREC’s policy-making body, providing
guidance on the program’s overall direction. The
Senior Officials’ Meeting,'® sector coordinating
committees for transport, energy, trade policy, and
trade facilitation," and national focal points ™ provide
support.

Output growth in Central Asia fell to 2.1% in 2016 from
3.1% in 2015 as low oil prices, recession in the Russian
Federation and weak export demand continued to
constrain growth. Growth is projected to rise to

3.1% in 2017" with the anticipated partial recovery in
international oil prices and other commodities, a milder
contraction in the Russian Federation, and stronger
growth in the PRC.

New growth opportunities include economic corridor
development—particularly the Almaty-Bishkek
corridor between Kazakhstan and the Kyrgyz Republic.
Still in its early phase, the corridor is “instrumental in
promoting the regional cooperation agenda” by linking
markets, ideas and people (CAREC). Other initiatives
include the PRC’s Belt and Road, the US-favored

New Silk Road, the Eurasia Initiative promoted by

the Republic of Korea, and the Quiality Infrastructure
initiative sponsored by Japan. The entry of Kazakhstan
and the Kyrgyz Republic to the Eurasian Economic
Union is also expected to lower internal trade and
investment barriers. The establishment of the Asian
Infrastructure Investment Bank and New Development
Bank also expands multilateral development financing
in the region.

10 Coordinates cross-sectoral issues, prepares for ministerial conferences,

and ensures implementation of policy decisions made at ministerial

meetings.

Coordinates respective sectoral issues, strategy articulation, and program

development and implementation.

2 Ensures coordination among government agencies and other parties
concerned.

2 Asian Development Outlook 2017: Transcending the Middle-Income
Challenge.

While these developments are important, CAREC
needs to adapt quickly to a new normal of more
moderate capital inflows, subdued yet stable oil prices,
and lower purchasing power of remittances. This

is crucial if members are to capitalize on changing
patterns of trade, particularly the “shift of resources
from production that is not internationally traded to
production that competes in international markets,”
the increasing tradability of services across borders and
reorientation of trade toward Asia (WB 2017).

Trade Facilitation in Central Asia Regional
Economic Cooperation™

Trade facilitation is central to the CAREC Program.
Guided by the Transport and Trade Facilitation
Strategy, it aims to (i) reduce time, costs, and
uncertainty in trade transactions; (ii) encourage free
movement of people and goods; and iii) enhance legal
transparency. Trade facilitation has two components,™
customs cooperation on reforms and modernization,
and integrated trade facilitation by establishing a
regional mechanism. The trade facilitation program

is coordinated through the Customs Cooperation
Committee and the CAREC Federation of Carrier

and Forwarder Associations. ADB assistance covers
regional sanitary and phytosanitary (SPS) cooperation
and border services projects in the Kyrgyz Republic,
Mongolia, Pakistan, and Tajikistan.

CAREC plans six multimodal transport corridors in the
region (Figure 6). By 2015, corridor implementation
included the development of two ports, two logistics
centers, three border crossings, and six civil aviation
centers. CAREC projects contributed to building

or improving 809 kilometers (km) of expressways

or national highways, 93% of the target under the
Transport and Trade Facilitation Strategy 2020. In

' Asof September 2016, ADB’s cumulative CAREC investments under
CAREC totaled $28.9 billion (ADB, 2016; CAREC Mid-Term Report).
Of the total, this figure, $22.6 billion (78%) was in transport, $5.7 billion
(20%) in energy, and $0.6 billion (2%) in trade facilitation. ADB’s share of
the total was $10.1 billion (35%). In addition, CAREC has financed a total
of $466 million in technical assistance, (TA), of which ADB’s share was
$152 million (33%).

> Thefirst Transport and Trade Facilitation Strategy has three components:
customs reform and modernization, integrated trade facilitation, and
developing efficient regional logistics.

9
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Figure 6. Central Asia Regional Economic Cooperation Corridors
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2015, CAREC projects covered road safety, road
asset management, transport facilitation, and railway
improvement.

Trade facilitation is having a positive effect. ADB
estimates the average time needed to clear a border-
crossing along CAREC transport corridors—Dby rail

and road—was reduced by an hour in 2015 from 2014
(ADB 2016). Travel time by rail dropped 5.2 hours,
while average train speed increased 20%. Cross-
border clearance time by road declined 6.1% in 2015.
Similarly, costs have declined—average border costs
fell to $161in 2015 from $172 in 2014 (road transport
costs declined from $177 to $149). Intraregional trade
volume grew 49% from 2005 to 2013, exceeding the
planned 25% target (ADB and CAREC 2014). And road
transport costs fell 9.3% in 2015, mostly due to progress
along the Trans-Mongolian Corridor (CAREC 2016).
See Table 3.

Greater Mekong Subregion Program
Overview

The Greater Mekong Subregion (GMS) Program was
established in 1992 with Cambodia, the PRC (Yunnan
Province and Guangxi Zhuang Autonomous Region),
the Lao People’s Democratic Republic (Lao PDR),
Myanmar, Thailand, and Viet Nam as members.

The subregion’s aggregate GDP expanded from

$796 billion in 2010 to $1.2 trillion in 2015. Robust GDP
per capita growth lifted incomes across the GMS, led
by Guangxi and Yunnan provinces in the PRC. Poverty
incidence declined in all GMS economies from the
early to mid-1990s to the early 2000s.

Having started earlier than other subregional programs,
GMS members are more integrated. Intra-GMS trade
shares increased from 2% in 1992 ($5 billion) to 9.3%
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Figure 7. Greater Mekong Subregion Economic Corridors
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in 2015 ($444 billion). Aggregate intra-GMS foreign
direct investment (FDI) increased from $8.3 billion in
2001-2006 to $29.2 billion in 2010-2015. Physical
connectivity among members also improved. In 2015,
the PRC’s liner shipping bilateral connectivity index
was highest with Viet Nam (0.59) and Thailand (0.58).
Viet Nam’s connectivity with Cambodia (0.29) and
Myanmar (0.22) was more modest.

GMS uses a three-pronged strategy to enhance
cooperation and integration: (i) increasing connectivity
through infrastructure and economic corridors;

(ii) improving competitiveness through efficient

facilitation of cross-border movement and market
integration; and (jii) building a sense of community
through projects and programs (Figure 7). GMS
employs a 10-year Strategic Framework to guide the
program. The Strategic Framework covering 2012-2022
“expands the GMS Program from the conventional
infrastructure to multi-sector investments designed to
foster economic corridor development” (ADB 2013).
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Table 3. Impact of Trade Facilitation Measures at the Subregional Level

TF Measure

Impact

Border-crossing improvement (CAREC)

Drop in average time to clear border-crossing
point along CAREC transport corridors in 2015:

(i) by rail, down to 5.2 hours with train travel
speed up by 20%
(ii) by road, declined by 6.1%

Reduced costs in 2015 from 2014:

(i) average border-crossing cost by $11
(i) road transport cost by $23

Increase volume of intra-regional trade exceeding
target by 24% in 2013

Corridor improvement (CAREC)

Reduced road transport cost by 9.3% in 2015
from 2014

Hardware and software improvements at key
border crossing points (GMS)

Reduced travel time between Bavet, Cambodia
and and Moc Bai (Viet Nam) from about 10 hours
in 1999 to half in 2013

Increased cross-border trade from $10 million in
1999 to $708 million in 2013

Created 3,000 jobs and implemented 41 projects
worth $270 million in Moc Bai border economic
zone

CAREC = Central Asia Regional Economic Cooperation, GMS = Greater Mekong Subregion, TF =

trade facilitation.

Sources: ADB 2016, ADB and CAREC 2014, CAREC 2016.

Trade Facilitation in Greater Mekong Subregion

A Cross-Border Transport Facilitation Agreement
(CBTA) uses a single legal instrument for “key
nonphysical measures for efficient cross-border land
transport” (ADB 2011) to further increase and facilitate
traffic and to promote transport and trade facilitation.
In addition, a Transport and Trade Facilitation Action
Program (TTF-AP) provides advisory support and
capacity building. It “supports the development of

a more integrated GMS market that can serve as a
vibrant subregional production base” (ADB 2015) by
focusing on (i) expanding transport and traffic rights;
(ii) simplifying and modernizing customs procedures
and border management; (iii) supporting enhanced
transport and logistics; and (iv) strengthening capacity
of SPS agencies.

The TTF-AP has extended the East West Economic
Corridor between GMS capitals (Bangkok, Hanoi,
Vientiane), streamlined Single-Stop Customs
Inspection Mechanisms at key border crossings, and

implemented bilateral traffic rights exchanges between
the PRC, Viet Nam, Cambodia and Thailand, and

between Cambodia and Viet Nam. Challenges remain
in strengthening the institutional framework and
improving coordination among stakeholders.

Thus far, projects pursued under the GMS program
have yielded positive results. At key border crossings,
new infrastructure and greater border efficiency cut
travel time between Bavet (Cambodia) and Moc Bai
(Viet Nam) in half—from about 10 hours in 1999 to

5 hours in 2013. Cross-border trade increased from
$10 million in 1999 to $708 million in 2013. In the
Moc Bai border economic zone, 41 projects totaling
$270 million were implemented and nearly 3,000 jobs
created (Table 3).

South Asia Subregional Economic
Cooperation Program

Overview

The South Asia Subregional Economic Cooperation

(SASEC) includes Bangladesh, Bhutan, India, the
Maldives, Nepal, Sri Lanka, and (since March 2017)
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Figure 8. South Asia Subregional Economic Cooperation Economic Corridors
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Myanmar. Started in 2001, SASEC has been helping
members improve cross-border connectivity and
increase trade using a pragmatic, results-oriented
framework focused on transport, trade facilitation,
and energy. Priority areas include (i) improving
international corridors to expand trade and commerce;
(i) modernizing customs operations, improving
border facilities, and facilitating trade through
transport; and (iii) improving cross-border power
transmission to boost energy security and reliability
(Figure 8). Changing global economic and trade
landscapes prompted SASEC to develop a new
vision to meet the subregion’s collective growth and
development objectives.

SASEC was created with the understanding that
regional cooperation can help address members’
constraints of size, geography, and institutional
capacity. SASEC economies individually lack the
factors that typically drive faster integration while
facing high costs to trade, inadequate infrastructure—
smaller Bhutan and Nepal are also landlocked. ADB

is SASEC’s lead financier, provides the Secretariat,

17-1599¢c AV

and generally acts as development partner. ADB
support covers (i) capacity building and institutional
strengthening, (i) various regional initiatives, and
(iii) financing for projects and technical assistance
(ADB, 2016).

Trade Facilitation in South Asia Subregional
Economic Cooperation

SASEC’s Trade Facilitation Strategic Framework
2014-2018 covers national and subregional projects
in five priority areas: (i) customs modernization

and harmonization; (ii) standards and conformity
assessments focusing on SPS measures; (iii) improving
cross-border facilities, (iv) transport facilitation, and
(v) institutional capacity building. It provides support
to Bangladesh, Bhutan, the Maldives, and Nepal for
policy-based and regulatory reforms, streamlining
processes and procedures, and planning institutional
arrangements to establish national single windows
(ADB and CAREC 2014). The Trade Facilitation
Strategic Framework (through the SASEC Customs
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Subgroup) oversees subregional and national projects,
including document exchange at major border
crossings and transit process automation.

At the SASEC trade facilitation and transport

working group (TFTWG) meetings in 2010-2012,

the governments of Bangladesh, Bhutan, India, and
Nepal requested ADB to continue its support for
SASEC trade facilitation. ADB approved SASEC Trade
Facilitation Program loans and grants to Bangladesh,
Bhutan, and Nepal in November 2012 to help

develop modern customs administrations, streamline
regulations and procedures, and provide improved
services and information to traders. In addition, at

the TFTWG meeting held in Thimphu, Bhutan, in
November 2012, SASEC delegations (i) agreed to
expand assistance to trade facilitation further through
additional technical assistance (TA) and (i) requested
ADB to explore the possibility of providing TAs to

help cover specific trade facilitation needs of SASEC
members. The TA supports more efficient, transparent,
secure, and service-oriented processing of cross-
border trade across South Asia.

Through 2025, SASEC’s agenda will be framed within
wider integration processes taking place in Asia. This
means enhancing economic linkages with East and
Southeast Asia, among others. SASEC’s connectivity
agenda will be better aligned within the frameworks of
the South Asian Association for Regional Cooperation
(SAARC) and the Bengal Initiative for Multi-Sectoral
Technical and Economic Cooperation (BIMSTEC) to
create greater synergy with these other subregional
initiatives. The SASEC Operational Plan for 2016-2025
underscores these priorities, with the current project
pipeline reflecting those identified by SAARC and
BIMSTEC studies—supplemented with projects that
will meet the subregion’s emerging needs.

To establish a trade and transport facilitation
monitoring mechanism (TTFMM), Bangladesh,
Bhutan, and Nepal conducted baseline studies
in 2016/17.% They review trade and transport
procedures, report relevant indicators, analyze

6 The first set of the study reports for Bangladesh have been published
(https://www.adb.org/publications/ttfmm-baseline-study-bangladesh).
The other two set of reports for Bhutan and Nepal, respectively, will be
released in 2017.

bottlenecks, and recommend options going forward.
The TTFMM baseline data will be used as the basis
for benchmarking trade and transport facilitation
performance over time.

The Pacific

Overview and Trade Facilitation

ADB has 14 developing member countries in the
Pacific.” Geographically, the Pacific island countries
are more remote from major markets (using GDP-
weighted distance) than other small island countries
in the Caribbean, for example. Many Pacific island
countries are also internally dispersed, with small
populations spread out over vastly distant islands.

Small, remote, and dispersed populations contribute
to high trade costs that undermine economic
competitiveness. Summary indicators on the time

and cost required for compliance with border and
documentary procedures suggest that the Pacific island
countries’ trade facilitation performance is broadly
comparable with countries at similar income levels.
However, as shown in Figure 3 and Figure 4 above,
developing countries in the Pacific lag behind the rest
of Asia in implementing trade facilitation reforms. Six
of ADB’s 14 Pacific developing member countries are
full WTO members and a seventh has observer status.
However, none of these countries has yet submitted a
protocol of acceptance for the WTO TFA.

Improving connectivity is a key pillar of ADB’s Pacific
Approach 2016-2020 and ADB Country Partnership
Strategies for Fiji, Papua New Guinea, and Timor-
Leste. ADB has been one of the leading supporters

of investments that improve transport connectivity
through shipping, aviation, and road transport. ADB
has also financed undersea telecommunications
cables. It is currently implementing a regional TA on
trade and transport facilitation to identify and prioritize
investments that support improved transport and trade

7" The Cook Islands, the Federated States of Micronesia, Fiji, Kiribati, the
Marshall Islands, Nauru, Papua New Guinea, Palau, Samoa, Solomon
Islands, Timor-Leste, Tonga, Tuvalu, and Vanuatu.
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linkages, both physical and “soft”. The project includes
creating trade forecasts, assessing transport demand
and existing bottlenecks, and implementing a trade and
transport monitoring mechanism in selected countries.
Trade facilitation assessments are done using a
participatory approach to build national capacity.
Where relevant, they also align with country level TA
programs.

Given the natural disadvantages of small and remote
markets, it is essential Pacific members minimize
policy-induced constraints to trade. UNESCAP’s
analysis suggests that Pacific island countries can
significantly reduce trade costs through better trade
facilitation. ADB’s current TA will help develop a
richer baseline on trade facilitation performance

in the Pacific and prioritize the investments that
improve connectivity. Moving forward, ADB has an
important role to play in helping access the financing
and technical expertise needed to strengthen trade
facilitation across the subregion. Given the significant
economic benefits from improved trade facilitation,
there may be scope for ADB to provide financing
support for trade facilitation through policy based
lending operations (ADB 2017b).

3.3 Digital Trade and Small
and Medium-sized
Enterprises

Digital trade offers a major opportunity for SMEs to
better access international markets and global supply
chains, giving them the chance to grow both quickly
and sustainably.

Benefits from digital trade are numerous for SMEs.
The main one is that it can strongly reduce transaction
costs. Recent studies have shown that e-commerce
reduces the costs associated with physical distance
between sellers and consumers by providing both
trust and information at a very low cost (Lendle et al.,
2016). E-commerce can also reduce costs associated
to marketing and commercial canvassing (sellers do
not need to attend networking events, travel overseas,
or make international calls, as they can sell their goods

online). Moreover, digital tools and the use of ICTs
make it possible to offer integrated fulfilment, hosting,
translation, customer services and data analytics at

a low cost, and make SMEs more productive and
efficient. For instance, a study conducted by Duval

and Utoktham (2014) found that SMEs using emails
were 13 per cent more likely to be involved in exports or
international production networks (IPN), highlighting
the impact of communication costs reduction.

Apart from transaction costs, e-trade trade allows an
easier access to legal information, but also to financial
services (for instance, development of microfinance
institutions). It improves contact with suppliers and
buyers (thanks to the easier communication). Digital
trade also reduces costs of intermediate goods, as
SMEs have access to a wider market, and so a larger
number of suppliers. Lastly, digital trade leads to
paper-based practices being abandoned, meaning

first a reduction of direct costs linked to fulfilling and
exchanging these paper-based documents, and second
the possibility to develop harmonized procedures
across country. This interoperability of systems and
procedures would represent a real gain of time and cost
reduction.

Currently, SME participation in trade is often limited
by fixed market entry costs, differences in regulation
and standards, or access to information, among others.
Helping them apply digital trade techniques allow
SMEs to reach customers with lower costs, simplified
payments, or better data protection, for example.
Facilitating SME integration into global markets
through digital trade is needed to make them more
productive and competitive, and to promote growth.

The following Initiatives have already been taken in
Asia and the Pacific to support the participation of
SMEs in digital trade.

The ESCAP Framework Agreement on Facilitation
of Cross-border Paperless Trade in Asia and the
Pacific

In May 2016, after four years of negotiations, the
Framework Agreement on Facilitation of Cross-

15



16  Trade Facilitation for a More Inclusive and Connected Asia and Pacific Region

Box 2. The World Trade Organization’s Trade Facilitation Agreement

During the 2013 Bali Ministerial Conference, negotiations on
the Trade Facilitation Agreement (TFA) were finalized by
members of the World Trade Organization (WTO). Upon
ratification by two-thirds of members, the TFA came into
force on 22 February 2017. With the promise of alleviating
bureaucratic and logistic barriers to trade, the TFA promotes
customs improvements and cross-border cooperation
through technical assistance and capacity building. It is the
first agreement that allows WTO members to determine
implementation schedules and the type of assistance needed
to meet them.

Historically, complex trade processes have hampered
reaching the potential of global and regional exchange.
This emerged as an issue at the 1996 Singapore Ministerial
Conference, which prompted further research. The
consistent conclusion was that trade facilitation would
lower trade costs, and formal negotiations started when the
Negotiating Group on Trade Facilitation was established

in 2004. The proposals moved trade facilitation toward
simplified documentation and modernized customs
procedures, while evidence showed that trade facilitation

border Paperless Trade in Asia and the Pacific'®
(FA-PT) was adopted, with the aim to facilitate the
implementation of cross-border paperless trade
among willing ESCAP members States by providing a
dedicated intergovernmental framework to develop
legal and technical solutions. This agreement is open
for signature by ESCAP member States until 30
September 2017, and will enter into force after five
member States have ratified it. Entirely dedicated to
facilitation of cross-border paperless trade, the FA-TP
is complementary to the WTO TFA, which focuses
on conventional trade facilitation measures, but does
not specifically features paperless trade. Indeed,
implementing the framework agreement is expected
to help ESCAP member States to meet the Single
Window requirements of the WTO TFA.

Benefits from the Framework Agreement are
numerous, especially for SMEs. First, it is expected

' Fulltext available here: https://treaties.un.org/doc/
Treaties/2016/05/20160519%2012-16%20PM/Ch_X-20.pdf

would allow better integration into global supply chains

and expand international trade. This would help developing
countries as the TFA would help increase exports from
existing firms and open entry for new traders. This negotiating
phase concluded in 2013. A legal review of the proposals

and evidence was completed in 2014. Discussions on
amendments and qualification procedures culminated in TFA
ratification in 2017.

With the TFA in force, Category A provisions call for
immediate implementation for developed members and
within 1 year for developing country members. Meanwhile,
Category B provides a transitional period while Category C
requires implementation after the transitional period and
upon assistance provided for capacity building. Allowances
are made for developing members to maximize TFA benefits.
Trade costs are estimated to drop an average 14.3%, while
global trade is expected to increase up to $1 trillion per year.

Source: World Trade Organization. 2017. Trade Facilitation.

to allow for a strong reduction of paperwork thanks

to the electronic exchange of data and documents,
leading to communication cost reduction and time
saving. Secondly, it should give SMEs from States that
will ratify the FA-PT access to a wider market. Thirdly,
systems interoperability and norms harmonization are
expected, simplifying greatly procedures.

The ASEAN Strategic Action Plan for SME
Development 2016-2025

Recognizing the fact that SMEs are key actors of
ASEAN economic integration, and that they face many
obstacles in terms of access to finance, technology

and markets, ASEAN State members developed the
Strategic Action Plan for SME Development 2016-
2025. Digital integration is at the heart of the Action
Plan, with two of the five strategic goals being “promote
productivity, technology, and innovation” and “enhance
market access and internationalization”.



Status and Progress of Trade Facilitation in Asia and the Pacific

In order to achieve the agreed goals, the Plan is based
on a precise roadmap, ASEAN partners dialogue,

and periodic monitoring of the plan thanks to ten key
policy indicators. For instance, the action “promoting
the development and utilization of e-platforms to
encourage expansion of SMEs” should be achieved by
2020.”

The APEC SME Working Group Strategic Plan
2017-2020

With the aim to foster the development of SMEs,

the Small and Medium Enterprises Working Group
(SMEWG) was created in 2000. Aware of the fact
that SMEs were facing many trade barriers, the APEC
incorporated precise objectives - in terms of digital
trade facilitation - into the SMEWG Strategic Plan
2017-2020.%° In particular, the APEC SME Working
Group on Digital Transformation was launched, aiming
at examining “the nature of digital transformation and
its implications for SMEs”.

' See the whole roadmap: http://asean.org/storage/2015/12/SAP-SMED-
Final.pdf

20 One of the four priority areas of the Strategic Plan supporting the growth
of SMEs in Asia and the Pacific is “Entrepreneurship, innovation and the
internet and digital economy”.
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4. Challenges and Way Forward

ith the entry into force of the WTO TFA,
which focuses on conventional trade
facilitation measures, the challenge
is putting the Agreement into practice (see Box
2). Developing and least developed countries are
at various stages of setting up trade facilitation
measures with the cost of implementation differing
in accordance with the measure being considered
and the country circumstances. For trade facilitation
to successfully drive inclusive growth and poverty
reduction, it must enable not only countries in different
stages of development, but also different types of
industries and enterprises.

Implementing facilitation measures is by nature more
challenging than implementing physical infrastructure
projects. For example, the impact of delays is greatest
on routes crossing multiple borders. But the measures
that reduce delays are complex and difficult to
implement due to multiple layers of agents and
countries. A key challenge going forward is thus to
adopt a more integrated approach to transport and
trade facilitation that improves efficiency in tandem
with new physical infrastructure.

The success of subregional programs—that serve as
mutually beneficial platforms for formulating reform
policies (similar to the one vessel scheme of the
Pacific)—rests exclusively with the group’s member
countries. Institutional coordination is essential for
successful trade facilitation given its multidimensional
and complex components. Commitment and
consistency are required—for all stakeholders

on policies, systems, and institutions. Improving

the business climate and governance are critical
prerequisite to maximize trade facilitation results.
Sustaining institutional changes requires a long-term

commitment from all national governments involved
with subregional programs.?'

The assessment from the 2017 global survey on
trade facilitation and paperless trade confirms that
most countries in the region are actively engaged in
implementing measures to improve transparency,
enhance inter-agency coordination and cooperation,
and streamline fees and formalities associated with
trade. While customs services in virtually all countries
have been actively developing paperless systems to
speed up clearance while improving control, nearly
40% of these economies are also working on more
advanced national multi-agency paperless systems,
such as national electronic single windows.

However, implementing cross-border (bilateral,
subregional or regional) paperless trade systems
remains mostly at the pilot stage. This is not surprising
given that, on one hand, many developing countries
are at an early stage of developing paperless systems
and that, on the other hand, more advanced countries
have paperless systems not sufficiently harmonized
with each other. Given the large potential benefits
associated with implementing “next generation” trade
facilitation measures,?? countries from all groups

must work together to develop the legal and technical
protocols needed for the seamless exchange of
regulatory and commercial data and documents. Some
bilateral work has been done as well as cooperative
efforts in several Asian subregions (in ASEAN as part
of ASEAN Single Window initiative, for example).

2 |In CAREC, forinstance, there is a need for countries to revitalize
and strengthen their national joint transport and trade facilitation
committees. These are considered critical for the effective coordination
and implementation of CAREC transport and trade trade-facilitation
initiatives at the national level.

2 See ESCAP (2014) at http;//www.unescap.org/resources/estimating-
benefits-cross-border-paperless-trade
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The Framework Agreement on Facilitation of Cross-
Border Paperless Trade in Asia and the Pacific, as

a UN treaty, provides a unique opportunity for
members States to boost their trade and investment
competitiveness and actively support the growth

of their digital economy. Negotiated as an inclusive
and flexible intergovernmental platform to enable
the electronic exchange of trade-related data and
documents across borders among Parties, the
Framework Agreement is set to benefit all parties
regardless of their current state of implementation of
paperless trade. Therefore, all countries in the Asian-
Pacific regional are encouraged to become a party of
the treaty as soon as possible to take advantage of
being a party, especially in terms of access to capacity
building and technical assistance associated with

the treaty.

Remarkably, the only trade facilitation performance
“monitoring” measure included in the survey
(Establishment and publication of average release times)
remains one of the least implemented measures across
the region. This is important, as what ultimately matters
is not how many measures one implements, but how
effective they are in reducing the time and cost of trade
transactions. Thus, countries should be encouraged to
establish a sustainable trade and transport facilitation
monitoring mechanism (TTFMM) using UN/CEFACT
Recommendation 42 as reference.” Experience and
success stories from TTFMM baseline studies in
Bangladesh, Bhutan and Nepal are useful references
for others in conducting similar studies.

%2 https//www.unece.org/fileadmin/DAM/cefact/recommendations/rec42/

ECE_TRADE_C_CEFACT_2017_8E_R1_Rec42.pdf
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Trade Facilitation for a More Inclusive and Connected Asia and Pacific Region
Progress and Way Forward

Trade facilitation increases trade flows, lowers trade cost, and ultimately contributes to sustainable and
inclusive growth. This publication, jointly prepared by the Asian Development Bank and the United Nations
Economic and Social Commission for Asia and the Pacific, provides an overview of assessments from the
2017 global survey on trade facilitation and paperless trade in the region. The progress and challenges in

the regional and subregional trade facilitation efforts being made to streamline trade procedures are also
presented.
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