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INTRODUCTION

Since countries have continued to liberalize trade

both unilaterally and as part of the implementation

of preferential trade agreements during the past

decade, import tariff costs now often account for

a very small share of the overall trade costs faced by

traders in Asia and the Pacific – typically 5% or less

for most countries and products. Countries have

therefore increasingly turned their attention

to trade facilitation, i.e. the reduction of non-tariff

related trade transaction costs, particularly those

associated with the generally complex set of

regulatory and other procedures involved in

completing international trade transactions and

moving goods across borders.

The direct and indirect costs of complying with

regulatory procedures and meeting documentary

requirements alone have been estimated at 7%

to 10% of the cost of goods traded, with potential

savings from streamlining procedures estimated

to be in excess of $300 billion annually for the

Asian and Pacific region as a whole. This chapter

reviews the current status and progress made by

the countries of the region in (a) reducing the

time and cost of trade imports and exports, and

(b) enhancing the predictability of trade transaction

through improvements in logistics performance. The

latest available data on intraregional trade costs as

well as an update on the WTO trade facilitation

negotiations are also provided.

A. TRADE TIME AND COST

According to the World Bank “Doing Business

Database” (table 4.1), the ESCAP region hosts

both the most- and least-efficient economies in

conducting international trade transactions,

measured by trade time and costs. Globally,

Singapore as well as Hong Kong, China, and the

Republic of Korea continue to lead in the top three

world rankings in terms of ease of trading across

borders. Malaysia, Thailand and Japan also

continue to be among the economies with the most

efficient trade procedures.

At the same time, however, landlocked countries

such as the Lao People’s Democratic Republic,

Bhutan and Uzbekistan continue to remain at the

bottom of the rankings. The gaps in trade time and

costs between the best and worst performing

economies are significant. For example, Singapore

needs 5 days for exporting and 4 days for importing,

while Uzbekistan needs 80 days for exporting and

99 days for importing. The situation is similar in

terms of costs; e.g. procedural costs associated

with moving a container from factory floor to ship’s

deck at the nearest seaport amounting to $456 and

$8,450 in Singapore and Tajikistan, respectively.

The performance of each subregion is shown in

figure 4.1 (more detailed information is given in

Part II, table 16). Figures 4.1(a) and 4.1(b) indicate

the time (measured in days) and costs (measured in

2000 constant United States dollars), respectively,

for completing trade procedures. As of 2012,

economies in the East and North-East Asia, South-

East Asia and the Pacific island subregions

recorded similar costs and time of trade procedures.

Economies in the North and Central Asia subregion

have the highest cost and time of trade procedures,

followed by South and South-West Asia.
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Table 4.1. Ease of trading across borders, 2012

Documents
Time to

Cost to
Documents Time to

Cost to

Economy
Global to export

export
export

to import import
import

ranking (number)
(days)

 ($ per
(number)  (days)

($ per

container) container)

Singapore 1 4 5 456 4 4 439

Hong Kong, China 2 4 5 575 4 5 565

Republic of Korea 3 3 7 665 3 7 695

Malaysia 11 5 11 435 6 8 420

Japan 19 3 10 880 5 11 970

Thailand 20 5 14 585 5 13 750

Lao People’s

Democratic Republic 160 10 26 2 140 10 26 2 125

Nepal 171 11 41 1 975 11 38 2 095

Bhutan 172 9 38 2 230 12 38 2 330

Kyrgyzstan 174 8 63 4 160 10 75 4 700

Mongolia 175 10 49 2 555 11 50 2 710

Afghanistan 178 10 74 3 545 10 77 3 830

Kazakhstan 182 9 81 4 685 12 69 4 665

Tajikistan 184 11 71 8 450 11 72 9 800

Uzbekistan 185 13 80 4 585 14 99 4 750

Source: World Bank, Doing Business Report 2013 (2012 data), accessed online 7 November 2012.

Figure 4.1. Time and costs for completing trade procedures

Source: Derived from World Bank Doing Business Report 2013 (2012 data), accessed 7 November 2012.

Figure 4.1(a) Figure 4.1(b)
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In 2012, economies in most subregions have

reduced their trade time from that in 2008. Among

the subregions, South-East Asia made the most

progress (21%) in reducing trade time by 2012. This

is particularly noteworthy as that subregion is

already one of the best performing subregions in

Asia and the Pacific, and therefore has further

increasing its trade competitiveness relative to other

subregions.

Figure 4.1 also shows the changes in trade costs

and time from 2008 to 2012. Even after adjusting for

inflation, costs of trade procedures based on the

World Bank Doing Business data have increased

between 2008 and 2012 in most subregions,

particularly in North and Central Asia. While this

certainly deserves a more detailed investigation,

this may be explained by increases in the costs of

labour, fuel and other inputs during that period and,

in some cases, by the rising costs of services due

to lack of competition and limited availability of

infrastructure.

B. INTRAREGIONAL TRADE COSTS:

ROOM FOR IMPROVEMENT

Improvement in trade facilitation is needed in

intraregional trade, particularly as developing

economies of the region attempt to diversify away

from “slumping” traditional developed country

markets that are unlikely to return to a “growth as

usual” or “trade as usual” scenario in the near term.

The region has some of the world’s most dynamic

economies, so there is enormous potential to

promote intraregional trade and investment in Asia

and the Pacific. However, the reality is that

economies of the Asia-Pacific region are still better

connected to Europe and North America than

between themselves. With cumbersome border

procedures, sometimes requiring literally hundreds

of approval documents, for many countries in the

region it is too often easier and cheaper to trade

with faraway developed countries than it is to do

business with the country next door.

According to the latest ESCAP estimates (table 4.2),

the cost of conducting intraregional trade in goods

in Asia and the Pacific remains very high. Taking the

European Union as a benchmark, the non-tariff-

related comprehensive cost of trading goods among

the three largest European Union economies is

estimated to be equivalent to a 32% average tariff

on tradeable goods. China, the Republic of Korea

and Japan (East Asia-3) come closest to matching

the low intra-European Union trade costs, averaging

trade costs among themselves of less than 50%

tariff-equivalent in 2007-2009. Middle-income

members of the Association of Southeast Asian

Nations (ASEAN), i.e. Indonesia, Malaysia, the

Philippines and Thailand (ASEAN-4), also have

achieved a reasonable level of trade facilitation

among themselves, with average intra-ASEAN-4

trade costs only slightly more than twice those of

the European Union-3. In contrast, intraregional

trade costs among North and Central Asian

countries, at five times those among European

Union-3 countries, are highest in the region,

followed by those among South Asian countries.

Importantly, table 4.2 also reveals that trade costs

between Asian subregions are often higher than

those between Asian subregions and (sub)regions

outside Asia. For example, the non-tariff-related

costs of trade between ASEAN-4 and SAARC-4 are

higher than the costs between ASEAN-4 and all the

other non-Asian countries or country groups shown

in the table. In fact, ASEAN-SAARC trade costs are

nearly double those between ASEAN and the

United States.

C. TIMELINESS AND PREDICTABILITY

OF TRADE TRANSACTIONS

Although trade costs and time are of paramount

importance to traders, in many cases traders are

primarily concerned about the predictability and

reliability of the delivery of goods traded, as

unexpected delays can severely disrupt and

increase production costs. If the products cannot be

delivered in a predictable and reliable manner,

traders and manufacturers have to keep high

inventories of products, thus increasing their cost of

doing business and making it more likely that they

will switch to suppliers from other countries.
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Impediments to predictability and reliability of

deliveries can be attributed to inefficient logistics,

obsolete border-crossing infrastructure and

regulations, and inefficient customs and border

management. The World Bank Logistics Performance

Index (LPI) can be used to examine the regional

trend in trade reliability. The LPI is based on

a worldwide survey of operators with regard to

logistics performance of the countries in which they

operate and those with which they trade. Feedback

from operators is supplemented with quantitative

data on the performance of key components of the

logistics network. Thus, the LPI consists of both

qualitative and quantitative measures. An LPI with a

higher value (up to 5) indicates better performance.1

The LPI measures six dimensions of logistics

performance, including “timeliness”, defined as the

frequency with which shipments reach consignees

within scheduled or expected delivery time.2 This

indicator can help to clarify a country’s performance

in terms of logistics service providers’ ability to

deliver goods on time.

Table 4.3 includes the top performers in the ESCAP

region in 2012 in terms of “timeliness”. It also

includes selected landlocked developing countries

and Pacific Island countries. China, the Republic of

Korea, Singapore and Hong Kong, China, provide

the most reliable and timely logistics services and

related delivery of goods. Again, the landlocked

countries rank low in terms of timeliness,

highlighting the difficulties of those countries face in

delivering on time from geographic locations often

far from the main international markets.

Table 4.3 also shows that from 2007 to 2012, the

top performers in the region, including China, the

Republic of Korea, Singapore and Hong Kong,

China, generally improved their “timeliness”

performance. In the case of the landlocked

countries, Mongolia has made substantial progress

in this particular dimension of the LPI, although its

overall logistics performance and rank remained

generally unchanged between 2007 and 2012.

Table 4.2. Intra- and extraregional trade costs in the Asia-Pacific region,

excluding tariff costs, 2007-2009

Region ASEAN-4 East Asia-3
North and

SAARC-4 AUS-NZ
European United

Central Asia Union-3 States

ASEAN-4 79% 73% 291% 134% 90% 97% 77%

(-9.5%) (-5.9%) (-14.2%) (2.1%) (-12.3%) (-4.9%) (3.0%)

East Asia-3 73% 47% 187% 119% 78% 70% 53%

(-5.9%) (-21.1%) (-32.7%) (-2.8%) (-15.7%) (-19.0%) (-13.5%)

North and 291% 187% 149% 270% 270% 149% 165%

   Central Asia (-14.2%) (-32.7%) (-20.5%) (-22.4%) (-22.2%) (-26.0%) (5.0%)

SAARC-4 134% 119% 270% 113% 130% 101% 99%

(2.1%) (-2.8%) (-22.4%) (5.0%) (-2.7%) (-3.2%) (5.9%)

AUS-NZ 90% 78% 270% 130% 45% 89% 82%

(-12.3%) (-15.7%) (-22.2%) (-2.7%) (-23.5%) (-17.0%) (-11.1%)

European 97% 70% 149% 101% 89% 32% 51%

   Union-3 (-4.9%) (-19.0%) (-26.0%) (-3.2%) (-17.0%) (-32.6%) (-18.2%)

United States 77% 53% 165% 99% 82% 51%

(3.0%) (-13.5%) (-17.3%) (5.9%) (-11.1%) (-18.2%)

Source: ESCAP Trade Cost Database (version 2), www.unescap.org/tid/artnet/trade-costs.asp, accessed 5 November 2012.

Notes: Trade costs may be interpreted in percentage of value of goods (tariff equivalents). Percentage changes in trade costs

between 2001-2003 and 2007-2009 are in parentheses. The values without parentheses refer to the average of 2007-2009 values.

ASEAN-4: Indonesia, Malaysia, Philippines and Thailand; East Asia-3: China, Japan and Republic of Korea; North and Central

Asia: Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan and Russian Federation; SAARC-4: Bangladesh, India, Pakistan and

Sri Lanka; AUS-NZ: Australia and New Zealand; European Union-3: France, Germany and United Kingdom.

1 So far, the LPI survey results have been published

three times – in 2007, 2010 and 2012. The surveys included

150 countries in 2007 and 155 countries in 2010 and 2012.
2 Based on data at http://lpisurvey.worldbank.org/international/

global, accessed 7 November 2012.
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Figure 4.2, which shows the performance of the

ESCAP subregions according to LPI “timeliness”,

reveals that East Asia and South-East Asia were the

best performers during 2007-2012. From 2007 to

Table 4.3. “Timeliness” of deliveries: performance of selected economies in

Asia and the Pacific

Country/economy
2012 2010 2007

Score Rank Score Rank Score Rank

Singapore 4.39  1 4.23  14 4.53  1

Hong Kong, China 4.28  4 4.04  26 4.33  8

Republic of Korea 4.02  23 3.97  28 3.86  29

China 3.80  30 3.91  36 3.68  36

Lao People’s
2.82 118 3.23  89 2.83 102

Democratic Republic

Kyrgyzstan 2.69 135 – – 2.76 109

Uzbekistan 2.96 102 3.72  50 2.73 112

Kazakhstan 2.73 131 3.25  86 2.65 120

Mongolia 2.99 98 2.55 147 2.25 142

Tajikistan 2.51 145 3.16  99 2.11 146

Afghanistan 2.80 119 2.61 146 1.38 150

Fiji 3.12  85 2.82 135 – –

Solomon Islands 3.04  93 3.05 116 2.30 138

Papua New Guinea 3.01  95 3.24  87 – –

Source: Derived from the World Bank LPI at http://go.worldbank.org/88X6PU5GV0, accessed 7 November 2012.

Top “timeliness”

performers

Selected

landlocked

countries

Selected

Pacific island

countries

Figure 4.2. Performance of ESCAP subregions according to LPI “timeliness”

Source: Calculated from World Bank LPI at http://go.worldbank.org/88X6PU5GV0, accessed 7 November 2012.

2012, all subregions demonstrated improved

scores, indicating that they have all generally

enhanced trade reliability.
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D. FACILITATING TRADE THROUGH

PREFERENTIAL TRADE AGREEMENTS

As attention to trade facilitation continues to

increase, many countries are now systematically

adding trade facilitation provisions or chapters to

the preferential trade agreements (PTAs) they

negotiate. In fact, 49 of the 54 trade agreements

signed since January 2005 by the Asian and Pacific

economies have included trade facilitation provisions

(Duval, 2011). In contrast, less than 25% of the

agreements signed by them between 1975 and

2004 included trade facilitation measures.

A comparative study of recent plurilateral preferential

trade agreements conducted by ESCAP revealed

that all agreements commit to increasing transparency,

including through an obligation to publish laws and

regulations affecting trade. They all also recognize

the importance of using international standards for

trade facilitation. Other measures that appear to be

increasingly common include the application of risk

management, provision of advance rulings and

development of paperless trade systems, including

automated customs clearance systems and electronic

single windows for submission and processing of

trade documents.3 As table 4.4 shows, the agreements

also increasingly provide for cooperation and

capacity-building in customs and trade facilitation

among preferential trade agreement members.

The real challenge for PTAs in trade facilitation

lies in the actual implementation of the various

provisions, as such provisions often remain non-

binding and of a “best endeavour” nature. The

Table 4.4. Coverage of selected agreements on paperless trade and

cooperation in trade facilitation

Trade facilitation coverage
ASEAN-

ASEAN CH-SING KOR-US JAP-VIET
WTO Draft

and provisions
APTA ANZ FTA

TIGA FTA FTA EPA
on trade

facilitation

Paperless trade

Specific chapter on

   E-commerce and/or

   paperless trade

Automation/use of ICT

Acceptance of electronic

   versions of trade documents

Single Window

Regional single window ( )

Domestic legislation

   regarding electronic

   authentication

Cooperation and capacity-building

Specific chapter on a

   cooperation

Customs cooperation

Trade facilitation cooperation

Trade facilitation-related

capacity-building

Differential treatment for less

   developed members

Source:Duval, 2011.

Notes: APTA – Asia-Pacific Trade Agreement; ASEAN-ANZ – ASEAN-Australia-New Zealand FTA; ASEAN TIGA – ASEAN Trade in

Goods Agreement; CH-SING – China-Singapore; JAP-VIET EPA – Japan-Viet Nam Economic Partnership Agreement.

 indicates existence of the chapter/measure/provision in the agreement.

( ) indicates the measure is implied, or only applies in a very restricted manner.
a The Trade Facilitation Chapter may be considered a chapter dedicated to trade facilitation cooperation.

3 For more details see Duval, 2011.
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Box 4.1. Trade facilitation chapter in the ASEAN Trade in Goods Agreement

The ATIGA trade facilitation chapter consists of provisions mandating implementation, and defining the objective and

scope, of an ASEAN Trade Facilitation Work Programme, followed by Principles on Trade Facilitation, agreement to

assess progress every two years, and a specific provision on the establishment of a regional ASEAN Single Window.

Interestingly, the scope of the Trade Facilitation Work Programme encompasses “customs procedures, trade

regulations and procedures, standards and conformance, sanitary and phytosanitary measures, ASEAN Single Window

and other areas as identified by the AFTA Council.”

However, other than the ASEAN Single Window establishment, the chapter contains few specific trade facilitation

measures. Instead, trade facilitation measures are – in line with what is found in many of the bilateral trade agreements

reviewed – embedded in different chapters of the agreement, including the chapter on Customs.

Source: Duval, 2011.

ASEAN Trade in Goods Agreement (ATIGA) stands

out as it provides a concrete and specific way

forward on trade facilitation (box 4.1).

E. TRADE FACILITATION AGREEMENT

IN THE DOHA ROUND: AN UPDATE

In July 2004, WTO Members formally agreed to

launch negotiations on trade facilitation. Under the

mandate of the so-called “July package”, Members

have been directed to clarify and improve GATT

Article V (Freedom of Transit), Article VIII (Fees

and Formalities connected with Importation and

Exportation), and Article X (Publication and

Administration of Trade Regulations). The

negotiations also aim to enhance technical

assistance and capacity-building in this area and to

improve effective cooperation between customs and

other appropriate authorities on trade facilitation

and customs compliance issues.

The first negotiating text was released in December

2009 and has undergone 13 revisions, the latest

having been released on 24 October 2012 (TN/TF/

W/165/Rev. 13). Despite its very advanced stage,

the fate of the negotiating text of the Agreement on

Trade Facilitation remains uncertain because it is

part of what is termed as the “Single Undertaking”

of the Doha Round of negotiation. One of the

underlying principles of “Single Undertaking” is that

“nothing is agreed until everything is agreed”. In

other words, “trade facilitation” negotiations, in

principle, cannot be completed separately from

other subjects under negotiation. However, in view

of the current impasse faced by the nearly 11-year

Doha negotiations as well as the advanced stage

and consensus on the draft negotiating text on trade

facilitation, some WTO Members have proposed

that it may be beneficial to take the WTO

Agreement on Trade Facilitation out of the “Single

Undertaking” and sign it separately as a stand-

alone agreement.

While there is widespread acknowledgement by

WTO Members that the Agreement on Trade

Facilitation could be useful in delivering the Round,

some developing countries either oppose or are

reluctant, at least in the short term, to accept it. The

main concerns are that:

(a) A stand-alone trade facilitation agreement

may discourage the Members to negotiate

other aspects of the Doha Round, such as

agriculture; and

(b) Without a firmer and more specific commitment

from the developed countries on provisions of

financial and technical support to implement

the agreement, it may still be too early

to conclude it, as financial resources and

human capacities will be required for its

implementation.

There is no convincing evidence that the agreement

can be adopted in the near future. However,

considering the efforts being made by some WTO

member countries in this regard, the possibility of
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a stand-alone Agreement on Trade Facilitation will

certainly continue to be discussed, including during

the Ninth WTO Ministerial to be held in Bali in

December 2013. In the meantime, the WTO draft

negotiating text may provide a useful template for

designing trade facilitation provisions as well as

chapters of bilateral and regional trade agreements.

Should the agreement be finally concluded at WTO,

it will certainly provide further impetuous for

countries of the region to further accelerate trade

facilitation reforms.

F. THE WAY FORWARD

The data and indicators reviewed in this chapter

reveal that developing countries in the region have

generally continued to make improvements in trade

facilitation, including in terms of reducing their

import and export times and costs as well as

the predictability of deliveries. While typically

achieved through improvement of both hard and

soft infrastructure supporting trade transactions,

a major driver of improvement is the increased

used of modern information and communication

technologies to automate trade procedures as

well as speed up the exchange of information

between the many stakeholders involved in trade

transactions behind the border.

However, facilitating trade means looking beyond

national borders to develop systems that can

facilitate information exchange between all the

parties involved in the international supply chains.

ESCAP member States made it very clear that more

regional cooperation was needed in this area when

they adopted ESCAP Resolution 68/3 on “Enabling

paperless trade and the cross-border recognition of

electronic data and documents for inclusive and

sustainable intraregional trade facilitation” during

the 68th ESCAP Commission Session in May 2012

(box 4.2). Many countries in Asia and the Pacific

have developed automated customs or port

systems, and many are now moving towards

implementation of fully-fledged national single

windows. However, these systems can often handle

electronic documents generated within the national

territory only, as the electronic data and documents

generated by them are often not recognized across

borders. The full benefits from developing these

e-trade systems are therefore not yet captured, and

this issue may be addressed by enhanced regional

cooperation.

Box 4.2. ESCAP Resolution 68/3 on Enabling Paperless Trade for Trade Facilitation

Although some countries in ESCAP have very advanced paperless trade systems in place, trade procedures in some

ESCAP developing countries remain very inefficient. For example, the time to complete trade procedures can be three

times the OECD average. Such disparity makes it difficult or impossible to exchange cross-border trade information.

In this context, the ESCAP member countries adopted ESCAP Resolution 68/3 on “Enabling paperless trade and the

cross-border recognition of electronic data and documents for inclusive and sustainable intraregional trade facilitation”

at the 68th Session of the ESCAP Commission convened in May 2012. In this Resolution, among the other issues

addressed, the ESCAP member countries were invited to work towards the development of regional arrangements on

the facilitation of cross-border paperless trade. Accordingly, the ESCAP secretariat was requested to facilitate the

process, and to continue and further strengthen its support for capacity-building activities related to trade facilitation

and paperless trade.
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