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Part III
Introduction

Prabir De

Non-tariff measures (NTMs) are policy measures, other than customs tariffs,
that potentially can have an economic effect on international trade in goods,
thus changing quantities traded or prices, or both. NTMs do not offer any
judgment over legitimacy or lawfulness, and are different from the concept of
“Procedural Obstacles”. NTMs are very diverse,1 as is their impact on trade,
NTMs are associated with the production stage of a product up to its marketing
and distribution stage. They can add costs to trade (for example, standards
requiring information and compliance) and preclude trade through prohibitions,
stringent requirements etc. They can also divert trade, due to quotas and
standards, and create trade, for example, through sanitary and phytosanitary
measures (SPS) and technical barriers to trade (TBT), which guarantee quality,
help to identify those that are safe etc.
The costs associated with NTMs, such as preparing documentation as well as
other import and export procedures for international trade, can account for a
substantial part of the value of traded goods. Trade facilitation has, therefore,
gained a high profile in South-East Asia. Cutting additional costs by removing
unnecessary NTMs, streamlining NTMs, and attaining improved trade facilitation
have helped countries to raise trade flows and/or diversify exports to newer
markets – regionally or otherwise. Simplification of trade processes and
procedures, the harmonization of trade transaction data and documents, and
easier compliance with standards are thus envisaged as keys to improving the
competitiveness of exports across most of the Asian countries, including the
Lao People’s Democratic Republic.
Agriculture remains the most challenged sector in Cambodia and the Lao
People’s Democratic Republic, and agricultural exports face several SPS
measures and TBTs. Multilateral and bilateral trade agreements have minimized

1

As obvious from table 5 in Chapter 1, Part II of this volume.
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tariffs, but the use of NTMs has increased considerably in recent years. The
three chapters in Part III of this publication deal with NTMs in Cambodia and
the Lao People’s Democratic Republic and identify several policy measures
aimed at facilitating agricultural trade.
The first chapter, “Non-tariff measures affecting Cambodia’s maize exports to
Thailand”, presents a detailed account of such exports and identifies the barriers
faced by Cambodian exporters. Maize is one of the top three crops grown in
Cambodia, in terms of cultivation area and overall production. The chapter
identifies two important policy recommendations: (a) quantitative restrictions
and similar limitations should not be used; and (b) the application of NTMs
needs to be implemented for legitimate reasons. Unnecessary NTMs also need
to be streamlined and the Mutual Recognition Agreement (MRA) between
Cambodia and Thailand should be taken into consideration in seeking to promote
better trade.
The second chapter, “The effects of non-tariff measures on Cambodian
agricultural exports: A gravity model”, identifies the NTMs faced by Cambodia’s
agricultural exports through gravity modelling. Almost all of Cambodia’s
agricultural products are subject to NTMs. SPS measures and TBTs have higher
coverage ratios than NTBs, with SPS measures being the most prevalent NTMs
imposed by major importing countries of Cambodia’s agricultural products.
Cambodia has an NTM regime that is different from all its major export partners.
However, it is somewhat similar to those of Viet Nam and Singapore compared
to other partners. SPS measures and TBT are unlikely to be barriers to
Cambodia’s agricultural exports as the country’s main agricultural products
meet the requirements of SPS measures and TBT applied by partners such as
the European Union, the United States, China, Malaysia, Singapore, Thailand,
and Viet Nam. Nonetheless, NTBs are likely to hold back Cambodia’s agricultural
exports.
The results of the gravity model show that if NTBs imposed by importing partners
of Cambodia’s agricultural products are reduced by 10%, such exports are likely
to expand by 2.7%. The chapter’s authors recommend that Cambodia’s
regulatory conformity agency should make efforts to reduce the procedural
obstacles of testing and certification by creating its own testing laboratories that
meet international standards.
The third chapter, “Non-tariff measures faced by exporters in the Lao People’s
Democratic Republic: An assessment”, evaluates the extent of the barriers
faced by Lao exporters in accessing their markets, and identifies the obstacles

faced by them in meeting technical requirements and complying with conformity
assessment procedures. The assessment was made from a survey of exports
of selected products by firms in the Lao People’s Democratic Republic. The
field level data indicate that about 80% of Lao exporters have been facing
difficulties with NTMs, of which 87% are agricultural firms (SPS) and 76% are
manufacturing firms (TBT). The exporters identified labelling requirements (B31),
and inspection requirements (B84) as common TBTs applied by the country’s
trade partners.
With regard to the eight products covered by the study, Lao exporters are of
the opinion that they do not face much restrictiveness from SPS and TBT
measures, with the exception of one or two cases. Although labelling (B31) and
inspection (B84) requirements are the two most common TBT measures faced
by Lao exporters, they were not identified as restrictive. In its conclusion, the
study notes that the Lao People’s Democratic Republic needs to pursue a
phased, focused and incremental approach to facilitating exports. This will
require further advisory and preparatory technical assistance as well as policy
reform.
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Part III
Chapter 1
Non-tariff measures affecting Cambodia’s maize
exports to Thailand1
Ratha Kong, Rithymony Uy, Ea Hai Khov and Liyean Slot

Introduction
The Kingdom of Cambodia became a member of the Association of Southeast
Asian Nations (ASEAN) in 1999 and the World Trade Organization (WTO) in
2004. Cambodia has experienced remarkably robust economic growth since
the 1990s. As one among the six fastest growing economies in the world, the
GDP growth rate of Cambodia averaged 7.6% during the past two decades
(1995-2014).2 There are at least four key driving sectors in the Cambodian
economy – the garment and textile industry, agriculture, tourism and construction.
Of these four driving forces of growth, the agricultural sector remains the most
challenged by unfavourable requirements for trade with its neighbours, although
all of them belong to the ASEAN Economic Community (AEC) that is aimed at
creating single market among all its members. Tariff elimination/reduction is
one of the key achievements of the regional economic integration for the free
flow of goods between the ASEAN members. Nonetheless, both technical and
non-technical requirements – for example, sanitary and phytosanitary (SPS)
measures, technical barriers to trade (TBTs), pre-shipment inspection, nonautomatic licensing, quotas, prohibitions and quantity-control measures – are
still a burden to the free flow of commodity trade.

Additional resources for this chapter are available online at
http://www.unescap.org/resources/trade-integration-within-asean-role-non-tariff-measurescambodia-lao-peoples-democratic
2
According to the Cambodian Ministry of Economy and Finance, Cambodia’s annual GDP growth
rate during 2014-2015 was in line with the Government’s medium-term target of 7%, as stated
in the “Rectangular Strategy – Phase III and National Strategic Development Plan 2014-2018”,
Cambodia Macroeconomic Monitor: Mid-Year Assessment 2016, Ministry of Economy and
Finance, Phnom Penh, August 2016).
1
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Both Cambodia and Thailand are members of ASEAN, and neighbouring
countries, sharing comparable cultures, traditions and religious practices.
The two countries have long enjoyed a strong friendship and partnership
through diplomatic relations, political cooperation and cross-border trade. With
regard to cross-border trade, due to the different stages of development and
implementation of trade policies in the two countries, a huge imbalance of trade
between Cambodia and Thailand continues to exist. In 2015, Cambodian imports
from Thailand totalled $4,881 million, while Thailand’s imports from Cambodia
only amounted to $638 million.3 For trade in goods, all ASEAN members,
including Cambodia and Thailand, are bound by the ASEAN Trade in Goods
Agreement (ATIGA, 2013) with a wide range of obligations for regional trade
liberalization and trade facilitation. ATIGA has resulted in significant consolidated
provisions from the Common Effective Preferential Tariff for ASEAN Free Trade
Agreement, and it has provided comprehensive coverage of commitments,
including tariff liberalization, removal of non-tariff barriers (NTBs) and the
application of non-tariff measures (NTMs) etc. (ASEAN Secretariat, 2013).
Maize is one among the top three crops cultivated in Cambodia, in terms of
cultivation area and overall production. This study focused on a specific case
of Cambodia’s maize exports to Thailand. In addition, the study analysed the
incidence and frequency of NTMs through the UNCTAD classification by utilizing
various sources of information. Section A details the research objectives and
methodology while section B focuses on trends in maize production in Cambodia.
Section C presents an analysis of Thailand’s regulations on maize trade and
its NTM classification. Section D provides policy recommendations for more
liberalizing trade and better trade facilitation.

A. Research objectives and methodology
The objectives of this study are to (a) fill the knowledge gap on practical NTMs
affecting maize product 1005 HS-2012, (b) identify the types of NTMs faced
by exports from Cambodia to Thailand and (c) ultimately seek better trade
liberalization mechanisms with regard to NTM utilization.
Based on the United Nations Conference on Trade and Development (UNCTAD)
definition, “NTMs are generally defined as policy measures other than ordinary
customs tariffs that can potentially have an economic effect on international
trade in goods, changing quantities traded, or prices or both” (UNCTAD, 2015). It

3

United Nations COMTRADE Database, accessed in 2016.
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should be also acknowledged that different products might have similar applied
NTMs, and that several types of NTMs can be imposed on the same products.
In this regard, the research questions are:
(a) What types of NTMs have been imposed on Cambodia’s maize
exports to Thailand?
(b) How do NTMs imposed by Thailand affect maize exports from
Cambodia?
(c) What can be done by Thailand and Cambodia to improve the
situation?

Methodology
The study uses a descriptive approach as its methodology based on past
research papers, consultations with government officials from different line
ministries, and interviews with representatives of traders and farmers located
in maize-growing provinces. Questionnaires, in the Khmer language, were
developed for collecting relevant information and data from a number of key
stakeholders. Face-to-face interviews with public servants from the Department
of Export-Import under the General Department of Trade Services, Ministry
of Commerce, discussed the NTMs that had been imposed by Thailand on
Cambodia’s maize exports during past years. At the same time, administrative
information on the maize issue was collected from the Ministry of Agriculture,
Forestry and Fisheries (MAFF) as well as the Ministry of Economy and Finance
on the development of maize productivity in Cambodia and the implications of
ATIGA. In addition, four exporters/middlemen and farmers were interviewed
through informal phone calls to gather information on the recent challenges
to exporting maize to Thailand. This approach made it possible to assess the
export climate and the perception of Cambodia’s maize farmers and exporters.
This study also used information available from the Food and Agriculture
Organization of the United Nations (FAO, 2016) for cross-checking facts on
maize production in Cambodia. The study used the UNCTAD (2015) International
Classification of Non-Tariff Measures, 2012 version, for classifying NTMs to find
the practical frequency of NTMs and the number of different NTM incidences
associated with maize exports from Cambodia to Thailand. In addition, various
information was extracted from the National Trade Repository, Trade Intelligence
Portal (I-TIP), UNCTAD and United Nation Comtrade database. Based on the
available information for 2010 to 2015, the study reviewed the NTMs that have
been imposed annually.
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The study also examines maize cultivation areas, production and trade flow
to determine the trends in Cambodia’s animal feed maize before and after the
imposition by Thailand of multiple NTMs on maize, which provoked a public
outcry in 2011. In this connection, the study provides policymakers and other
players in both countries with an overall view of the practical impacts of NTMs
and the consequences as well as a way forward in addressing NTMs.

B. Maize production trends in Cambodia
According to the World Bank (2015), agricultural production in Cambodia (rice,
followed by maize, cassava and vegetables) has significantly contributed to
the country’s development. Rice is the most important crop in terms of GDP
contribution, employment, food security and exports. Meanwhile, maize has
been characterized by its rapid adoption of improved seeds as well as its
integration with the feed industry, while growth in cassava production has been
exceptional even though its development is subject to sustainability and biodiversity
conservation. Vegetables are a major product due to their importance to nutrition
and food safety as well as being a good product for import substitution.
In the case of maize, it is the second most important crop for Cambodia “after
rice in terms of cultivated area and production,” and “the third-largest crop in
Cambodia (behind rice and cassava) based on its annual average production”
(MAFF, 2016). Maize production has remained an important staple food crop
for Cambodia’s agriculture industry and farmers’ living standards. Although
the market keeps fluctuating due to difficulties over market access and other
issues, Cambodian farmers have continued to cultivate maize. Production of
red and yellow maize is mostly for animal feed such as for pigs, chickens, ducks
etc., while the standard white maize is typically grown for human consumption
in Cambodia, but in much lower amounts compared with red or yellow maize.
Animal feed maize is an essential input for supporting the animal feed industry
as well as accounting for a large share of the costs of the livestock industry.
Cambodia’s animal feed maize is usually sown during May and June, and
harvested during September and October (figure 1). According to FAO (2016),
“the bulk of the 2016 maize crop was harvested by October”. After October,
farmers start to cultivate their rice crop which is normally sown during November
and December, and harvested during March and April (figure 1). Farmers utilize
their land from rice after harvesting to cultivate other crops such as maize,
cassava and vegetables.
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Figure 1. Annual maize plantation period

Source: FAO, Global Information and Early Warning System, December 2016.

According to MAFF, at l Source: FAO, Global Information and Early Warning
System, December 2016. east seven major provinces – Pursat, Banteay
Meanchey, Battambang, Pailin, Preah Vihear, Kandal and Kampong Cham – are
cultivating maize, mostly in the western region of the country near the border
between Cambodia and Thailand. Battambang and Pailin provinces are also
the main production areas in Cambodia for animal feed maize. The average
animal feed maize yield per hectare is 5.4 tons/ha in Battambang, which is higher
than the national average yield of 4.3 tons/ha (Mund, 2011). These feed maize
production areas, located in north-west Cambodia, “peaked at 147,300 ha in
2009 […] the area of maize in the rest of Cambodia remained relatively stable
at around 50,000 ha from 1998 to 2009” (Martin and others, 2016).
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Geographically located close to the maize farming provinces in Cambodia,
Thailand has been traditionally one of the major markets for maize exports
from Cambodia. When exporting to Thailand, maize exports usually go through
Cambodia-Thai border checkpoints at Pailin and Poipet (both in Banteay
Meanchey province).
According to United Nations Comtrade data, in 2008 Cambodia exported
310,966,969 kg of maize to Thailand; however, the amount steadily declined
annually to 20,326,000 kg in 2015 (table 1), with exception of 2012 and 2013
when there was an increase due to a new Thai policy that was made to meet
demand for more maize for animal feed processing. The Bangkok Post reported
in January 2013 that “the Thai Cabinet approved the import of 450,000 tons of
tariff-free maize from Cambodia and the Lao People’s Democratic Republic.”
Similarly, the export value decreased from $31,834,970 in 2008 to $2,451,758 in
2015 (table 1). Taking 2008 as the base year, by 2015 Thai maize imports had
declined significantly by approximately 93% in terms of both quantity and value.
Table 1. Thailand’s imports of maize (code 1005) from Cambodia,
2008-2015

Source: United Nations Comtrade Database (accessed 2016).

From 2011 to 2015, average maize production in Cambodia was about 709,000
tons annually (table 2). In 2015, maize production declined by approximately
400,000 tons. However, the forecast for production in 2016 was about 750,000
tons (FAO, 2016). The percentage change of maize production in 2016 was
therefore 88% which was extremely high compared with production in 2015.
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Table 2. Cereal production in Cambodia

Source: FAO, Global Information and Early Warning System: Country Cereal Balance Sheets, 2016.

According to the interviewees in this study, most Cambodian farmers usually
sell their wet maize to collectors or middlemen for further processing. It is then
sold to Thai traders. In the past two years, storage facilities for drying and
storing maize have been established at Sampov Loun, Malai, Kamrieng, Pailin
and Phnom Proek. Those facilities are capable to store up to 30,000 tons of
wet maize, soybeans or other crops, and it has enough abilities to dry up to 30
tons per hour for each facility.
Figure 2. Cambodia’s major export markets for maize, 2012-2015
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Viet Nam is another important market for Cambodia’s maize exports (figure
2). According to interviewees, after exporting to Thailand the remaining maize
will be sold to Viet Nam or absorbed by the local market. A maize collector in
Pursat claimed that “we mostly need to transport our maize by (our own) trucks
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from north-west Cambodia to south-east Cambodia to be sold.” This leads to
higher transportation costs. Only when demand is high, Vietnamese buyers
sometimes go to purchase maize directly from the farms. Therefore, since 2012,
Viet Nam has replaced Thailand as the largest market for Cambodia’s animal
feed maize. Pailin, which is one of the major producing-maize provinces in
Cambodia, has shifted its cropping pattern from maize to cassava since 2011
(figure 5). Maize, which traditionally was the second-largest crop after rice, has
now become third-ranked after cassava. The trend in maize production has
not shown any indication of an increase, and is continuing to decline. A maize
collector in Battambang claimed during an interview that “I quit my job as a
maize collector and moved to work in Phnom Penh for the past two of years,
after facing difficulties in the maize business. I have no more interest in maize
or any other agricultural business.”

C. Analysis of Thailand’s regulations on the maize
trade and its NTM classifications
Following regional liberalization through tariff reduction, a great deal of
attention has been given to the role of NTMs. It is of paramount importance
that international trade is made more transparent, predictable and accountable
by having the NTMs in place that ensure public goods, human welfare,
environmental protection and State security rather than becoming the
unnecessary obstacles to trade. Newly-initiated NTMs, which have been
notified to WTO, increased significantly “from 1,200 in 2002 to surpass 2,500 in
2013, globally. The Asia-Pacific region has accounted for a fifth of these newlyinitiated NTMs” (Heal and Palmioli, 2015). Numerous international and regional
organizations have been making substantial progress in promoting better NTM
applications with transparency and accountability; thus, they have become good
sources of information and data for analysing the implementation of NTMs and
for comparing actual trade with the administrative information.
1. NTM identification based on I-TIP
According to the UNCTAD Integrated Trade Intelligence Portal (I-TIP), dated
21 February 2017, several NTMs imposed by Thailand appear to have affected
Cambodia and other relevant partners. In accordance with I-TIP, one NTM
has had an effect on maize since 1998, while the remaining NTMs have been
enforced only since 2015 (table 3).

195
Table 3. NTMs imposed by Thailand on Cambodian maize4

According to I-TIP, at least two existing Thai regulations are currently being
enforced on animal feed maize imports: (a) the Ministry of Commerce’s
Ministerial Notice to determine import fees for maize, fish meal and soybean
meal; and (b) Ministry of Commerce’s Ministerial Notice on imports of maize
as an ingredient of animal feed under AFTA.
Under the first Ministerial Notice (in force since 1998), I-TIP has classified only
one NTM (F69: Additional charges). However, it lists two substantial NTMs – a
special fee and certificates of origin (Rules of Origin). More interestingly, the
purpose given for collecting the special fee is to protect the domestic industry
as stated in the description in I-TIP.
Integrated Trade Intelligence Portal (I-TIP), Measures Search: SPS, TBT, INSP, CTPM, QC,
PC, OTH, EXP. Member imposing: Thailand. Partner affected: Any [Include the category “All
members”]. Date: 1 January 2010 until 31 December 2015 (in force). Product description – maize
(HS Code 10059090). Extracted 21 February 2017.
4
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The latter Ministerial Notice (in force in 2015), as appear in the table 3, two
different NTMs have been categorized by I-TIP, namely C3 (the requirement
to pass through specified port of customs) and H11 (State-trading enterprises,
for importing). However, under the second row of the table 3, there should not
be only C3, as the notice also comes along with plant inspection which is A84
(Inspection Requirement). Similarly, under the third row of the table 3, there
should not only be H11, since the notice has also the conditions on the period
of time for importation of maize in Thailand, either through PWO or other
importers. The limitation for period of importation could be acknowledged as the
F5 (Seasonal duties) since it is applicable at certain times of the year for animal
feed maize. The limitation for period of importation could be acknowledged as
the F5 (Seasonal duties) since it is applicable at certain times of the year for
animal feed maize (figure 3).
Figure 3. Cambodia’s maize cultivation period, 2015
Through other importers,1 March-31 August 2015.

Through PWO, 1 January-31 December 2015.
Through PWO, 1 January-31 December 2015.
One of the major challenges posed by the above NTMs is the time limitation
given to other importers during a certain interval before the maize harvesting
period of Cambodia. This has raised the following questions:
(a) Why does Thailand need to differentiate the permitted maize import
period for PWO and other importers?
(b) Why does Thailand allow other importers several months only, and
not the whole year?
(c) What is the rationale behind the role of PWO in maize trading?
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2. NTM identification and classification based
on legal analysis
The information from I-TIP somehow covers only those NTMs for maize
trading that have remained in force until today; therefore, inactive measures
are not covered in the table above. Thus, there is a loophole as a number of
measures or requirements have been replaced since the new regulations were
released. According to Heal and Palmioli (2015), NTMs are often contained in
complicated legislation comprising multiple overlapping rules. Thus, there is
a need to consider the progress of the regulations concerning NTMs imposed
on maize production during past years. Examination of recent applications
could perhaps provide some important evidence on the development of NTMs
imposed on maize imports from Cambodia. However, it should be also noted
that there are challenges to collect such information as these legal documents
are only available in the Thai language.
The following legal documents and information were provided by various
stakeholders. Based on the interviews, consultations and administrative
information supplied by the line ministries, it is known that Thailand has
apparently continued to impose new trade regulations on maize imports since
2011, which was only one year after ATIGA came into effect in 2010, which
basically affects Cambodia and the Lao People’s Democratic Republic. Protests
were made by farmers expressing concern since they faced difficulties in
exporting maize to Thailand, i.e., only certain periods of the year were permitted
for maize imports by Thailand, while in the remaining periods imports were
restricted or less preferences were given. Since 2011 NTMs have increasingly
been imposed with various requirements, such as SPS measures, set periods
for exports to Thailand, permitting specific importers and restricted amounts
only. However, such measures have been updated annually since 2011.
The new NTMs have become an obstacle to the flow of maize exports to
Thailand. More interestingly, the regulation containing the NTMs has emphasized
specific countries and defined the product supply. Given the fact that on 22
February 2011, a proclamation was issued by the Thai Ministry of Commerce
(detailed in annex 1 available in the online version of this publication) specifying
measures imposed on corn imports (animal feed maize) as stated in both Article
1 and Article 3 (1005.90.90) from the Kingdom of Cambodia:
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Article 1: The subject of this Prakas (Proclamation) by the Ministry of Commerce
is imports of corn for the production of animal feed supply from the Kingdom of
Cambodia under the Regional Free Trade Agreement for the Buddhist Calendar
Year 2554 [2011].
Article 2: This Prakas comes into force from 1 March in Buddhist Calendar
Year 2554 [2011].
Article 3: Corn, which serves as a raw material for the production of animal
feed supply, with an import tariff of 1005.90.90, originating from ASEAN in
accordance with Agreements under the Regional Free Trade Areas, is a product
that shall be certified by authorised government agencies and presented to
customs for importation by the Kingdom [of Thailand] in order to benefit from
special preferential tariff treatment. […]5
In complying with Article 1, imports of maize from Cambodia to Thailand are
subject to the imposition of all NTMs under these Articles. This Prakas imposed
some NTMs that can be found in other Articles such as Articles 3, 4 and 6. After
analysing the NTMs under these Articles, it was found that the classification of
several NTMs was based on the UNCTAD International Classification of NTMs
(version 2012), such as Product Registration Requirement (A81), Rules of Origin
(O), Seasonal Duties (F5) and Inspection Requirement (A84), which can be
found in Articles 3, 4(1) and 4(2), respectively, in the Prakas.
Table 4. Non-tariff measures imposed by Thailand on 22 February of the
Buddhist Calendar Year 2554 (2011)

Prakas of the Ministry of Commerce (Thailand) on the Importation of Corn for the Production
of Animal Feed Supply (unofficial translation), see details in annex 1 available in the electronic
version of this publication.

5

Art. 3(3) and 4(1)
Art. 4(1)
Art. 4(2)

Figure 4.

Certificate of Origin (form D) and other
documents.

O Rules of Origin

Imports must be between 1 March and 30
F5 Seasonal duties
June of the Buddhist Calendar Year 2554
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(2011).
Imports through the Customs post, requiring
A84 Inspection Requirement
inspection of plants and animals or inspection
Cambodia’s
maize production for animal feed and Thailand’s
by other authorized authorities.

NTMs of 22 February 2011

Between
June2011
2011
Between11March
Marchand
and 30
30 June

Among the above four NTMs imposed on Cambodian maize, the time-bound
NTM is the most critical barrier to maize trading. When applying the newlyinitiated NTMs imposed by Thailand to Cambodia’s maize production calendar,
the permitted period for exports to Thailand is only five months, starting before
the harvesting season of maize (figure 4).
Six days after the 22 Feb 2011 Prakas, another trade regulation has issued
new NTMs on maize products. Differing from the 22 February 2011 Prakas,
it contained a statement on the “Standards, Methods and Conditions for
Requesting and Issuing Certificates of full or partial exemption of taxes regarding
corn used as cooked feed for animals and imported into the Kingdom of
Thailand” (see annex 2 available in the electronic version of this publication).
The Thai Department of Foreign Trade issued an additional trade regulation
on 28 February 2011, imposed three major requirements: (a) exporters must
register (Article 2) and provide a certificate for corn (Article 1 and Article 6):
imports limited to between 3 March 2011 and 10 June 2011 (Article 5) in order
to receive the ATIGA tariff rate zero per cent, or otherwise use MFN under the
WTO scheme for which the import duty for maize is about 73% with a charge
of 180 baht per ton. These measures took effect from 11 March 20116 (figre 5)

6
See detailed information on the statement by the Thai Department of Foreign Trade on the
standards, methods and conditions for requesting and issuance of Certificates of Full or Partial
Exemption from Taxes regarding the corn to be used as cooked feed for animals and imported into
the Kingdom of Thailand according to the AFTA (see annex 2 available in the electronic version
of this publictaion).
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Figure 5. Cambodia’s maize production for animal feed and Thailand’s
NTMs of 28 Feb 2011
Between 03 Mar to 30 Jun 2011

Between 03 Mar to 30 Jun 2011

The regulation issued on 28 February 2011 was probably a correction of the
22 February 2011 Prakas, which did not state a specific country and permitted
Article
requirements
Measure
maize imports by Thailand NTM
during
a similar period. However, new measures
were
different conditions
for full
theorpreferential
tariffA83
in the
period of
Art.1,
2, 3,issued
5
Certification
•with
Requirement
to benefit from
partial
andimports
6
requirement
exemption
of
taxes
under
AFTA.
into Thailand. Those Articles contain NTMs in accordance with NTM
• Certificate only valid for a month and cannot
Classifications exceed
(table 5).
30 June 2011.

• Certificate only issued between 3 March and 10
June for the quantities requested.
Table
5. Non-tariff
measures
imposed
by they
Thailand
28 Feb
2011
Art. 2(1),
3
Importers had
to be registered
before
could on A15
Registration
import.
requirements for importers
Art. 4(3)
Certificate of Origin.
O Rules of Origin
Art. 5
E23 Temporary,
• Lower rates applied for certain periods, and
E6 Tariff-rate quotas,
higher rates charged on imports that exceeded
F5 Seasonal duties
those periods.
• Certificate issued for requested quantities only.

NTM requirements
Maize must pass through the Public Warehouse
Organization for the whole of 2012.
For other importers the period was between 1 March 2012
and 31 July 2012.

Measure
H11 – state-trading
enterprises.
F5 – seasonal duties

The attempt to regulate measures to be imposed on maize continued after
2012
2011 with new types of NTMs. On 29 December 2011, another regulation was
adopted for managing the flow of trade in maize (table 6). In this connection,
at least two major NTMs were put in place that permitted the PWO to control
the quantity of each import and the period during which such imports would
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be permitted.7 In the case of the PWO, maize imports are allowed throughout
Article the year (i.e., the whole
NTM
Measure
of requirements
2012). In the case of other importers,
the period of
Art.1, 2,importation
3, 5
A83 Certification
was between
1 March
July 2012 (figre
6)
• Requirement
to benefit
from and
full or31
partial
and 6

Art. 2(1), 3
Art. 4(3)
Art. 5

requirement
exemption of taxes under AFTA.
•Table
Certificate
only valid for
a month and
cannot by Thailand, 2012
6. Non-tariff
measures
imposed
exceed 30 June 2011.
• Certificate only issued between 3 March and 10
June for the quantities requested.
Importers had to be registered before they could
A15 Registration
import.
requirements for importers
Certificate of Origin.
O Rules of Origin
E23 Temporary,
• Lower rates applied for certain periods, and
E6 Tariff-rate quotas,
higher rates charged on imports that exceeded
F5 Seasonal duties
those periods.
• Certificate
issued for requested
only. of origin, SPS, registration,
certain
requirements,
such asquantities
a certificate

Beyond
and inspection, imposed in 2012, exporters of maize to Thailand were required
to meet additional conditions when going through the PWO to receive the
NTM requirements
Measure
preferential tariff.

Maize must pass through the Public Warehouse
H11 – state-trading
Organization for the whole of 2012.
enterprises.
For other
importers
the period was between
1 March 2012 andF5
– seasonal duties
Figure
6. Cambodia’s
maize production
Thailand’s
NTMs
and 31 July 2012.

in 2012

Through other importers between 1 March and 30 July 2012

2012

7
The role of the Public Warehouse Organization operates under the authority of the Ministry of
Commerce with the purpose “of carrying out all activities related to rice, and other agricultural and
non-agricultural products to ensure that quantity, quality and price are appropriate to the public as
was agreed by the Government” (Ministry of Commerce, 2016).
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In some cases, there was even a limit on the quantity of maize imports by
Thailand although they had to go through the PWO within a similar period in
2012. Then Secretary of State for Cambodia’s Ministry of Commerce, Chan Nora,
said that “this year (2012), the [Thai] regulations for the import of agricultural
goods are very strict. They are different from last year” (Sieam Bunthy, 2012).
Cambodia’s exporters in the private sector viewed the PWO as a restrictive
mechanism with no transparency in its requirements imposed on maize supplies.
According to the interviewees, the PWO had increasingly imposed restrictions
not only on maize, but also on other agricultural products such soybean and
cassava. At the same time, they said that they were confronted with number
of hurdles in complying with the administrative procedures, in addition to the
limited import period within the year. These NTMs inevitably limited the capacity
of the exporters to trade freely, even under the framework of the ASEAN Free
Trade Agreement.
Similar NTMs were imposed on maize imports in 2013. However, the 2013
measures permitted quantities that were higher than those permitted period for
maize importation with preferential tariff. On 1 February 2013, the Government of
Thailand allowed maize for animal feed in grain from Cambodia. To be imported
through PWO: 150,000 tons from November 2012 to Jan 2013, and 100,000
tons during August 2013 at zero import duty (table 7 and figure 7).
Table 7. Non-tariff measures Imposed by Thailand, 2013

NTM requirements
 Maize to go through the PWO.

 Certain period from Nov 2012 to Jan 2013 and
certain amount with 150,000 tons for zero per cent.
 In Aug 2013 with 100,000 tons for zero per cent.

Measure
 H11 – state-trading enterprises,
for importing.
 F5 – seasonal duty.

Figure 7. Cambodia’s maize production and Thailand’s NTMs in 2013
Through the PWO from November 2012 to January 2013, 150,000 tons, zero per cent.
Through the PWO from November 2012 to January 2013,
150,000 tons, zero per cent.

Through the PWO in August
2013,
tons,
zero 2013,
per cent.
Through
the100,000
PWO in
August
100,000 tons, zero per cent.
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In Cambodia, maize is usually sown in May and June, and harvested between
September and October. In this regard, NTMs imposed by Thailand on maize
imports from March to June or July with more preferential trade would appear to
be meaningless as Cambodia’s farmers are harvesting rice at that time. In other
words, increases in requirements and restriction measures have created a wide
range of challenges for maize production and maize exports by Cambodia. Thai
policy measures, not only in terms of timeframe allocation, but also in quantities
traded, involvement of the PWO among various other measures, potentially
have a negative economic effect on Cambodia’s maize trade. In addition, the
constant annual updating of measures has resulted in confusion and difficulties
for traders in following-up and implementing them.
Table 8. Timeline of the Non-Tariff Measures Imposed by Thailand8

Non-tariff measures imposed on maize from 2011 led to street protests by Cambodian farmers
to draw the attention of the Government of Cambodia to the fact that they could not export.

8
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As a consequence of introducing various types of “unfriendly” NTMs each
year, the annual quantities and trade value of Cambodia’s maize exports to
Thailand have been decreasing. The impact of these measures is not only
felt by the exporters, but also by farmers who annually cultivate maize. Some
farmers have given up maize production and begun cultivating other types of
crops as they have repeatedly confronted difficulties in selling to middlemen. A
former maize collector in Battambang province explained that he had “quit his
job, and has been working for a couple of years in Phnom Penh instead as he
could not make any profit from maize exports”.9 Cambodia’s customs officials
also confirmed the maize bans by Thailand. Cambodia farmers who live close
to the border between Cambodia and Thailand claimed that “corn prices have
fallen as the result of an import ban” by the latter country (Rann Reuy, 2012).
However, Jiranun Wongmongkol, who was Commercial Counsellor in 2012 at
the Embassy of Thailand in Phnom Penh, also confirmed that there had a ban,
but he claimed that “any ban must have been initiated by the private sector,
not by the Government of Thailand” (Rann Reuy, 2013). However, the fact that
only the Government has the legitimate power to authorise and implement a
trade policy which must be reasonable and not in violation of WTO principles
and the relevant provisions of any relevant other FTAs.

D. Policy recommendations
The Government of Cambodia raised the maize export issue with the
Coordinating Committee on the Implementation of ATIGA (CCA) after the public
protests in 2011, as not complying with ATIGA provisions. At the same time, in
order to minimize the damage caused by Thailand’s NTMs, Cambodia’s Ministry
of Commerce encouraged farmers to consider cultivating other sorts of crops.
Until now, the available alternatives for Cambodia are to:

(a) Pursue its efforts through the available bilateral mechanism, a process
that could end up with same result as already exists;

(b) Continue to pursue efforts through the CCA by use of the multilateral

dialogue and consultation mechanism, which might not be fruitful as
the disagreement has been continuous since 2011;
(c) Invoke a dispute settlement mechanism, which could be the
ASEAN Dispute Settlement Mechanism or WTO Dispute Settlement
Understanding (which would require extensive input of resources, both
human and financial); or
9
The interviewee had worked in Oh Krouch village, Boeung Raing commune, Kom Reang district,
Battambang province

205

(d) Introduce trade retaliation measures on Thai products by using similar
NTMs to those imposed by Thailand. However, this approach could
either achieve a better outcome or lead to trade conflict.

The imposition of the above measures by Thailand is obviously inconsistent with
the provision of ATIGA, particularly with regard to Article 11 on the Notification
Procedures,10 which states that any imposed measure must be notified to the
Senior Economic Officials’ Meeting (SEOM) and the ASEAN Secretariat in
Jakarta at least 60 days before such measure takes effect. The provision also
provides sufficient time for other member States that might have an interest
in prior clarification, discussion and comments, both directly and indirectly,
regarding the measure concerned. However, according to Cambodia’s Ministry
of Economy and Finance, “until now Thailand has not notified her measures
properly to SEOM and the ASEAN Secretariat,” in the case of NTMs on maize.
Cambodia and other member States with substantial interests in such measures
have had no opportunity to submit their comments before newly imposed
measures have taken effect each year. At the same time, the regulations in
question are only available in the Thai language. Article 15 of ATIGA states that
conducting official communications and documentation must be “in writing and
in the English Language” for exchange among ASEAN members.11
With regard to the application of NTMs, Article 40 requires all countries to take
into account the need to promote better transparency the allowing public access
to information and regulations related to trade, especially interested trading
partners, relevant private traders and other stakeholders. All ASEAN members
are actually bound by the commitment to “ensure that any such measures are
not prepared, adopted or applied with the view to, or with effect of, creating
unnecessary obstacles in trade among the member States.”12 At the same
time, Article 40 states that NTMs will be established covering the aggregated
international community and not specifically discriminate any particular country
(as reflected in the 22 February 2011 Prakas, in which Article 1 specifically
emphasizes Cambodia, with certain NTMs that effectively restrict exports of
Cambodian maize to Thailand appearing in other Articles). Those NTMs, such
as time bound-measures for certain importers, have become effective tools for
hindering maize imports by Thailand. NTMs that have not been legitimated need
to be immediately eliminated in response to Article 42 of ATIGA.

10

ASEAN Secretariat, Jakarta, July 2013, p. 13.

ASEAN Secretariat, Jakarta, July 2013, p. 16.
12
Article 40, Application of Non-Tariff Measures, ATIGA, ASEAN Secretariat, Jakarta, July 2013, p. 41.
11
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More importantly, the PWO is believed to have become an active player in terms
of both technical and non-technical NTM utilization to create administrative
obstacles through high-level intervention by the Thai Government to protect
domestic farmers and stabilize prices as stated in its objectives.13 Together
with the limitation of the trading period at the first stage, and later allowed only
through PWO or with certain conditions for receiving preferential tariff, these
NTMs became restrictive measures on trade in animal feed maize between
Cambodia and Thailand. It is the yellow maize market that is much more
protected by the Government. However, this is not a reasonable or legitimate
action by the Government to intervene, as it is not necessary to do so in this
case. Thailand should therefore review the role of the PWO with regard to its
obligation under ATIGA to facilitate the free flow of trade. In this connection,
there are at least three factors that Thailand needs to take into account in the
case of PWO.
First, quantitative restrictions and similar limitations should not be used. So far,
quantitative and other restrictions have been practiced, hindering trade across
borders, as was the case in 2011, as stated in Article 5 (Appendix 2): “The
Department of Foreign Trade will issue certificates for cases of importation of
corn used as cooked feed for animals between 3 March and 10 June 2011,
according to the quantities requested.” This is often seen as a restrictive measure
or as a policy tool implemented by the Government of Thailand in order to protect
the country’s domestic producers. This type of policy choice could protect the
domestic producers for a certain period. However, the protected sector will
not gain a comparative advantage for the country due to depending largely on
government subsidies as well as no longer retaining its competitive potential
for trade and investment. Thailand should therefore make efforts to strengthen
a sector that has good growth perspective, rather than subsidizing a weakening
sector, under the liberalization process. The practical challenges that Thailand
has to confront are the adjustment costs in this transformation under trade
liberalization. If this step is not taken, Thailand will have unavoidably violated
ATIGA since all ASEAN members must undertake any necessary means to
eliminate quantitative restrictions (Article 41), even in the case of the tariff rate
quotas (Article 20).14 This particular type of measure, designed as a protectionist

The Warehouse Division became the Public Warehouse Organization, a state enterprise under
the authority of the Thai Ministry of Commerce, with the objective of enabling more flexible operations and greater efficiency than the private sector in carrying out all activities related to rice and
other agricultural products to ensure that their quantity, quality and price were appropriate and
acceptable to the public as agreed on by the Government.” History of the Public Warehouse Organization, Ministry of Commerce, Thailand, available at www.pwo.co.th/ewtadmin/ewt/pwo_eng/
ewt_news.php?nid=226&filename=index (accessed in March 2017).)
14
For Thailand, the tariff rate quotas will be eliminated the 3 stages by 1 January 2008, 2009 and
2010. (ATIGA, Article 20).
13
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policy to keep products out of an importing country’s market, will lead to an
international trade dispute and trade retaliation though the imposition of similar
practices. To resolve this problem, Thailand needs to: (a) eliminate quotas
and similar actions; (b) allow all-year-round maize imports rather than limiting
them to a specific period; and (c) with no conditions set for being granted the
preferential tariff if maize imports are made through the PWO.15 The quantity
of such imports will thus be determined by actual demand among Thailand’s
domestic industries, thus promoting greater trade in animal feed maize.
Second, the application of NTMs needs to be implemented for legitimate
reasons. This has become a controversial topic for debate. An importing country
might argue that certain health conditions and safety regulations were necessary
to protect and promote the welfare of its population or of its environment from
negative externalities arising from specific imports. However, NTMs can be
imposed with reasonable legitimacy for security, health or environmental
concerns based on logic, scientific proof or other evidence, rather than for
trade restriction purposes. Although a major role of the PWO is to maintain the
quantity, quality and price of maize at a certain level, the Government needs to
take into account the fact that the price of any commodity will be determined
by supply and demand; therefore, there is no need for any government body or
state-owned enterprise to be responsible for stabilizing prices in a free market.
This is because intervention by the Government will only distort a free market
as well as increase costs for traders and end-consumers (WTO, 2012). Since
feed maize is used as a raw material by animal feed and meat product industries
among others, any intervention will create higher prices in other areas. The price
of maize could have a direct effect on the competitiveness of meat products
because it accounts for the largest share of input costs, i.e., up to 70% of the
production cost of meat, eggs and poultry (Agriculture and Agri-food Canada,
2009). This presents an opportunity for Thailand to reduce production costs and
make food cheaper in the market, and ultimately create higher growth since it
supports the supply chains of domestic industries. However, such results can
only be achieved by reviewing the role of PWO with regard to intervention in
price control.
Last but not least, unnecessary NTMs also need to be streamlined and the
Mutual Recognition Agreement (MRA) between Cambodia and Thailand should
be taken into consideration in seeking to promote better trade. Applying different

15
In 2015, maize imported through the PWO were permitted between 1 January and 31 December
by provision of a purchasing plan corresponding to the Thai domestic situation. Maize imports
through other sources, were only permitted from 1 February to 31 Aug in the same year.
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NTMs to the same product will also create additional costs in international
trade due to various additional requirements and administrative procedures.
For example, in the case of maize imports by Thailand, multiple NTMs have
been imposed, such as product registration, Certificate of Origin, inspection
requirements and importation through customs at a specific port. However,
the best approach is to harmonize or conclude an MRA for certain agricultural
products between the two countries.
An MRA can be a bilateral, multilateral or regional mechanism for promoting
economic integration by liberalizing trade through: (a) mutual recognition
of conformity assessments, standards and procedures; (b) the reduction of
regulatory impediments to trade in goods; and (c) the introduction of equivalence
platforms for smoothing the free flow of trade. The result of an MRA will be lower
costs, more competitive products, better market access and a freer flow of trade
(University of Queensland, 2012). This type of arrangement is not something
new for Cambodia and Thailand. Under the ASEAN Framework, ASEAN
members have established MRAs on eight professional services related to the
movement of natural persons or skilled labour: (a) engineering services (Kuala
Lumpur, 2005); (b) nursing services (the Philippines, 2007); (c) architectural
services (Singapore, 2007); (d) surveying qualifications (Singapore, 2007); (e)
accountancy services (Thailand, 2009); (f) dental practitioners (Thailand, 2009);
and (g) tourism professionals, (Thailand, 2012) (Fukunaga, 2015).
In addition, under a smaller umbrella such as the Greater Mekong Subregion
Cross-Border Transport Facilitation Agreement (GMS CBTA) or the Southern
Economic Corridor, Cambodia and Thailand have implemented mutual
recognition of duly licensed transport operators of the contracting parties. This
mutual recognition provides acceptance for both countries’ vehicle registration
certificates, licence plates, vehicle inspection certificates and driving licences
(Prarputitum, 2015). In this sense, the possibility of streamlining or signing
MRAs can be achieved in parallel with the above frameworks for formulating
mechanisms that facilitate the flow of trade in feed maize or other agricultural
products.
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E. Conclusion
On the one hand, the application of NTMs is aimed at protecting consumers
by ensuring food safety and quality standards, protecting the environment and
preventing the spread of diseases and pests etc. On the other hand, it is clear
that some existing NTMs are designed as government policy intervention,
intentionally or unintentionally, which has a negative effect on international trade.
Since 2011, a wide range of NTMs on feed maize have resulted in Cambodian
farmers ending their cultivation of maize and increasingly focusing on cassava
cultivation instead. One of the factors hindering the flow of trade is the
intervention by Thailand’s PWO in quantitative and price controls, limitations
on import periods and required conditions for receiving a preferential tariff.
Those NTMs are therefore restrictive measures on trade in feed maize between
Cambodia and Thailand.
The multiple NTMs imposed on maize by Thailand are not only affecting
Cambodia’s maize exports, but are also having a negative impact on the animal
feed and meat industries in Thailand by directly contributing a very large share
of input costs, which play a critical role in determining competitiveness both in
the local and international markets. Indirectly, they also result in end-consumers
having to pay higher prices for some livestock products such as meat, eggs
and poultry. To resolve this issue and avoid the worst-case scenario in which
the affected country eventually takes a similar approach – either through trade
retaliation measures or by invoking dispute settlement mechanisms – the
recommended approach is to: (a) abide by the relevant rules under ATIGA; (b)
review the roles of the PWO; (c) eliminate quantitative restrictions and similar
limitations; (d) remove price control; and (e) consider the possibility of a Mutual
Recognition Agreement.
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Part III
Chapter 2
The effects of non-tariff measures on Cambodian
agricultural exports: A gravity model
Seyhah Ven

Introduction
Decades of robust economic growth have pushed Cambodia up to the lowermiddle income status. This robust growth has been driven mainly by the export
sector, which was valued at $10.7 billion in 2016, accounting for 61.7% of gross
domestic product (GDP). However, Cambodia’s exports depend primarily on
garment and footwear exports, which accounted for 50.4% of total exports in
2014. Agricultural products have great potential for the diversification and
expansion Cambodia’s exports. During the past two decades, production and
exports of commodities such as rice, cassava and natural rubber have expanded
drastically, although still only accounting for a small share in total exports. The
steady growth of Cambodia’s exports is a result of many factors such as (a)
favourable modifications of the rule of origin governing the European Union’s
Everything but Arms (EBA) initiative, (b) the advantages gained from several
duty-free, quota-free (DFQF) programmes, and (c) the application of free trade
agreements with ASEAN Dialogue Partners.
However, Cambodia still faces challenges in complying with stringent non-tariff
measures (NTMs) imposed by importing countries, such as Sanitary and
Phytosanitary (SPS) regulations and Technical Barriers to Trade (TBTs) imposed
on agricultural products. In Cambodia, the proportion of export companies
affected by NTMs in 2014 was 82%, which was the highest rate in ASEAN (ITC,
2014). The average tariff equivalent of NTMs was 7.7% on Cambodia’s exports
to the European Union, even with duty-free access (Brenton, 2003). The
academia, policymakers, and practitioners in the trade sector have paid
considerable attention to the effect of NTMs. Multilateral and bilateral trade
agreements have minimised tariffs, but the use of NTMs has been increased
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considerably to protect consumers’ health or the environment. Nevertheless,
because exporters in the least developing countries such as Cambodia may
lack the financial and technical capacity to conform to NTMs, they see NTMs
as barriers to their exports.

A. Literature review
1. What are NTMs?
Issued in the form of complex legal texts, NTMs are imposed by importing
countries on specific commodities for the purpose of protecting human health,
animals and the environment. However, NTMs are also considered as alternative
measures for safeguarding domestic products or industries. Developing
countries, especially least developed countries, are most affected by NTMs
because they do not have sufficient financial and technical capacity as well as
infrastructure to comply with them. Many definitions of NTMs have been
proposed, but none of them are sufficiently comprehensive because NTMs are
extremely diverse and heterogamous, i.e., NTMs are not what they are supposed
to be. Therefore, UNCTAD has classified and coded NTMs into 16 categories
in order to provide better identification. In a broad sense, the World Trade
Organization defines NTMs as follows (WTO, 2012):1
“NTMs are policy measures other than ordinary customs
tariffs that affect international trade in goods at the border
by changing quantities traded, prices or both. NTMs include
a wide range of instruments such as quotas, licences,
technical barriers to trade (TBTs), sanitary and phytosanitary
(SPS) measures, export restrictions, custom surcharges,
financial measures and anti-dumping measures.”
2. Analytical methods for studying NTMs
Deb (2006) pointed out 11 methods for studying NTMs, i.e., (a) inventory
approach, (b) frequency approach, (c) price differential approach, (d) quota
auction price measures, (e) survey-based approach, (f) tariff equivalents, (g)
measure of equivalent of nominal rates of assistance, (h) trade restrictiveness
index (TRI), (i) effective protection, (j) gravity model and (k) computational
general equilibrium (CGE) model. Additionally, recently Cadot and others (2015)

1

See also Table 5 in Chapter 1, part II of this volume.
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introduced analytical tools to calculate regulatory distance and stringency among
difference countries.
3. Empirical study on the effects of NTMs
There is extensive existing literature on NTMs, but empirical literature on how
least developed countries are affected by NTMs is limited (Deb, 2006).
Numerous empirical studies have examined the effect of NTMs, using price
differential methods. Some studies have found that NTMs have little effects on
prices. For example, Fukao and others (2003) examined the effects of Japan’s
NTMs on the price of beef, rice, steel and petroleum by using the price differential
approach. They found that the differences in the domestic and imported prices
of beef, rice and steel were not affected by NTMs, but were more likely to be
influenced by other factors such as consumer preferences.
Haveman and Thursby (1999) used time series panel data of 34 importers and
67 exporters from 1994 and 1998 to study the effect of tariffs and four kinds of
NTMs on agricultural trade. They found that most of the effects of NTMs were
not significantly different from zero. However, in those cases that were different
from zero, they were found to have had a strong positive effect on the trade
value. It should be noted that the positive sign of the effect of NTMs was as
expected, because theoretically NTMs can have either positive or negative
effects on the trade value, depending on domestic elasticity.
Another study showed that importers’ NTM reductions would not lead to
significant gain for exporters. Yue, Beghin, and Jensen (2005) employed the
price-wedge method to study the apple trade between Japan and the United
States. The study indicated that Japan’s TBT reduction did not yield considerable
export gain for the United States.
Few empirical studies have investigated the effects of NTMs on Cambodia’s
trade. An ITC (2014) study conducted a survey of the perception of Cambodian
trading companies regarding NTMs. ITC held telephone interviews with 502
companies, of which 242 (those that reportedly faced difficulties with NTMs)
were followed up with detailed face-to-face interviews. The study showed that
69% of the companies interviewed by telephone said they faced trade barriers.
Among the ASEAN members, Cambodia had the highest proportion of
companies affected by stringent NTMs (82%). Agro-food commodities were the
most affected. Eighty-nine per cent of agricultural exporters faced burdensome
difficulties. Exporters in Cambodia thought that getting the Certificate of Origin
was the most difficult requirement. The second-most difficult process was
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complying with conformity assessment requirements. Another study (Dourng
and Sok, 2005) appeared to have conducted a trading enterprise survey,
although the authors did not mention this very clearly. That study concluded
that Cambodian exporting companies mostly faced sanitary and phytosanitary
(SPS) measures. Other NTMs imposed on Cambodian exports included
government aid, customs and administrative procedures and Technical Barriers
to Trade (TBTs). The lack of technical capacity and international standard
laboratories led to difficulties in conforming with NTMs. The study also
speculated on the possibility that if NTMs were eliminated, Cambodian exports
would diversify and expand, yielding economic growth and poverty reduction.
However, no comprehensive supporting evidence or data were available, and
the speculation of removing all NTMs is impractical because NTMs are used
to facilitate trade and protect human health, animals and the environment.

B. Research question(s) and scope of study
Based on the literature review above, it can be concluded that the empirical
research on the effects of NMTs on Cambodian trade is still limited, especially
in the case of studies that use sound analytical tools taught in the WTO/ESCAP
twelfth ARTNeT Capacity-Building Workshop on “Empirical methods in trade:
Analysing non-tariff measures”. Most previous research efforts used a surveybased or perception-based approach. Sound statistical methods regarding
NTMs imposed on Cambodian trade and their effects are rare.
To fill this gap, this study was aimed at determining the effects of NTMs on
Cambodian agricultural exports, using the analytical tools that the author learnt
from the above-mentioned Workshop. The research addressed the following
questions:
(a) What are the NTM coverage ratios of Cambodian agricultural exports?
(b) What are the most prevalent NTMs imposed on Cambodian agricultural
exports by the country’s trade partners?
(c) What are the regulatory distances between Cambodia and its agricultural
export partners?
(d) What are the effects of NTMs on Cambodian agricultural exports?
(e) What policy measures should Cambodia adopt to address the effects
of NTMs?
The research focused on NTMs in the SPS and TBT categories (i.e., Categories
A and B) of Cambodian exports of agricultural products, because those
categories are the most prevalent NTMs imposed on agricultural products.
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C. Overview of the agricultural sector of Cambodia
1. Agricultural production
Following the Paris Peace Accord in 1993 which brought peace and stability
to Cambodia, the country’s GDP expanded remarkably from about $2.5 billion
in 1993 to $18.05 billion in 2015. This rapid growth rate has mainly been driven
by garment and footwear manufacturing, construction, tourism and rice
production. However, this is a narrow-based growth rate that may become
vulnerable when the sectors forming the basis for growth are not doing well
economically. In addition, that economic growth has limited linkages with the
domestic economy, especially the rural agrarian sector. The agriculture sector
received limited attention and budgetary allocations of 3%-5% of the total
national budget (UNDP Cambodia, 2013). The budget appropriation for the
Ministry of Agriculture, Forestry and Fisheries, the Ministry of Water Resources
and Meteorology and the Ministry of Rural Development was less than 1% of
GDP in 2016 (Martin and others, 2016). Based on the experience of South-East
Asia, the agriculture sector formed the base for industrialization. For example,
during the 1960s and 1970s, Malaysia allocated about 25%-30% of the national
budget to the agriculture sector (UNDP Cambodia, 2013).
Agricultural production of Cambodia increased progressively from around $1.1
billion in 1993 to approximately $4.8 billion in 2015 (figure 1). The agriculture
sector employed 64.3% of the labour force in 2014 (figure 2). The majority of
Cambodian farmers are smallholder households who own agricultural land of
less than two hectares. However, rapid economic growth has enabled a
considerable transition in the economic structure. The agricultural share in
Cambodia’s GDP shrank from 44.5% in 1998 to 32.8% in 2008 and 26.6% in
2015 (figure 3).
Figure 1. Structure of the Cambodian economy, 1993-2015

Source: World Bank, World Development Indicators.
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Figure 2. Labour force by sector, 2014

Source: Asian Development Bank Statistical Database System.

Figure 3. Agriculture production share of GDP, 1998-2015

Source: National Institute of Statistics, National Account Data.

Figure 3 also illustrates the fact that crop production, which has the largest
share of total agricultural production, accounted for 20% of overall GDP in 1998,
17.9% in 2008 and 15.8% in 2013. The second-largest segment of agricultural
production is fisheries, representing 12.5% of GDP in 1998, 7.4% in 2008 and
5.9% in 2013. Fishery products are mainly directed at domestic consumption.
Livestock and poultry as well as forestry and logging make up only a small share
of GDP. Figure 4 shows that the growth rate of agricultural production fluctuated
considerably between -7.5% and 32.1% in 1999 and 2010, respectively. Since
2011, the growth rate decreased gradually from 12.9% during 2010-2011 to
0.5% during 2014-2015, as expansion of agricultural land faces unfavourable
situations and limitations (UNDP Cambodia, 2013).
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Figure 4. Annual growth rate of agricultural sector at current price,
1999-2015

Source: National Institute of Statistics, National Account Data.

In terms of value, the top 10 agricultural products are rice, sugar cane, cassava,
pork, vegetables, maize, oranges and beef (figure 5). Rice, the stable food in
Cambodia, is the major crop and source of income for most of Cambodian
farmers. In 2005, Cambodia started to produce sufficient rice to meet domestic
consumption in the whole country and formal exports began. Seventy-five per
cent of the total cultivated land (3.7 million hectares) is devoted to rice cultivation.
Before the mid-2000s, rice was the only major agricultural product of Cambodia,
while other products were meagre. After that, the production of sugar cane and
cassava leapt suddenly. Production of rice, sugar cane and cassava was, by
far, the largest in 2013, with a value of about $2.5 billion, $2.2 billion and $1.4
billion, respectively. The value of other agricultural products was below $0.6
billion (figure 5).
Figure 5. Top 10 agricultural products, 1991-2013

Source: FAOSTAT.
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Rubber, which is the second strategic crop in Cambodia after rice, also plays
an important role in the generation of employment. This product is mainly for
export. Before late-2008, state-owned enterprises dominated this sector by
owning 48% of the total cultivated area in 2007, while smallholders and private
companies held 44%. By the end of 2008, almost all state-owned enterprises
had been privatized. By early 2000, average production was about 34,000
tonnes per year. However, it dropped to 17,000 tonnes in 2007, increased to
about 41,000 tonnes in 2010 and then dropped to 18,000 tonnes in 2014 (figure 6).
Figure 6. Rubber production, 1990-2014

Source: FAOSTAT.

2. Cambodia’s agricultural exports
(a) Overview of the export sector
Cambodia’s total merchandise exports amounted to about $8.5 billion in 2015,
which was approximately 45.9% of GDP. The major component of merchandise
exports was that of textiles (garments), which was around $6 billion and
accounted for 70.8% of total merchandise exports (figures 7 and 8). Other key
components of merchandise exports included: footwear and headgear (7.9%);
machinery and electrical products (4.4%); vegetable products and crops (4%);
animals and animal products (3.4%); raw hides, skins, leather and furs (3.2%);
and natural rubber (1.9%) (figure 8). Compared to the exports of industrial
products, exports of agricultural products were meagre, amounting to only about
6% of total merchandise exports (figure 9). There may be potential to expand
agrarian exports, which will lead to a higher growth rate based on more diverse
sources, better linkages with the local rural economy; this, in turn, could
contribute significantly to enhancing the economic well-being of the local rural
poor.
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Figure 7. Total Cambodian merchandise and textile exports, 2011-2015

Source: Author’s calculation based on the United Nations Comtrade Database.

Figure 8. Components of merchandise export, 2015

Source: Author’s calculation based on United Nations Comtrade Database.

Figure 9. Agricultural and industrial shares in total commodity exports,
2011-2015

Source: Author’s calculation based on the United Nations Comtrade Database.
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(b) Overview of agricultural exports
From 2011 to 2015, the value of total exports of agricultural products (HS 01-24
and HS 40) fluctuated in the range of $0.3 billion to $0.6 billion. The largest
component was exports of vegetable products (HS 06-15) (figure 10), mainly
rice, which ranged from $136 million to $341 million (36.5% to 58.1%) of total
agricultural exports. During the same period, natural rubber (HS 40) exports
accounted for the second-biggest share, with an average value during this
period of $168 million and amounting to an average of 36.4% of total agricultural
exports. The value of foodstuffs (HS16-24) exports totalled $67.6 million with
an average share of 14% while livestock exports (HS01-05) were marginal.
During the same period, the top 10 exported agricultural products at the fourdigit HS level included: rice (HS1006); natural rubber (HS 4001); cane or beet
sugar and chemically pure sucrose (HS 1701); cassava and sweet potatoes
(HS 0714); cigars, cheroots, cigarillos and cigarettes (HS 2402); [residues and
waste from the food industries,] preparations of a kind used in animal feed (HS
2309); palm oil and its fractions (HS 1511); pepper of the genus piper, molasses
(HS 0904), ethyl alcohol (HS 1703) (figure 11). By far, the exports of rice and
natural rubber made up the largest share. During this period, the average values
of rice and natural rubber were $191.6 million and $162.6 million, respectively.
In 2015, the value of rice exports accounted for 45.8% of total agricultural
exports, while rubber exports accounted for 28.1%. During 2011-2015, the
average export value of cane or beet sugar and chemically pure sucrose was
only $22.9 million, while for cassava and sweet potatoes was $13.9 million.
Cigars, cheroots, cigarillos and cigarettes accounted for $14.3 million while
preparations of a kind used in animal feed amounted to $10.3 million. The
remainder were below $6 million each.
Figure 10. Agricultural and rubber exports by at the two-digit
HS level, 2011-2015

Source: Author’s calculation based on the United Nations Comtrade Database.

221
Figure 11. Top 10 exported agricultural products at four-digit HS, 2011-2015
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Source: Author’s calculation based on the United Nations Comtrade Database.

The top 10 importers of Cambodia’s agricultural products were Viet Nam,
Malaysia, China, France, Thailand, the United States, Poland, Singapore, the
Netherlands and Italy. The European Union, as a single market, was the largest
importer of Cambodia’s agrarian products. In 2015, the export value of
Cambodia’s agricultural products to the European Union totalled $194.2 million,
accounting for 33.1% of total agrarian exports (figure 12). In 2015, Viet Nam
imported Cambodian agricultural products valued at about $126 million,
accounting for 21.5% of total agrarian exports, followed by Malaysia at $87.4
million (14.9%), China at $68.6 million (11.7%), France at $52.3 (8.9%), Thailand
at $27.9 million (4.8%), the United States at $24.7 million (4.2%); Poland at
$23.6 million (4%). The remaining importers accounting for less than 4% of total
agricultural exports.
Figure 12. Top 10 importers of Cambodia’s agricultural products,
2011-2015

Source: Author’s calculation based on United Nations Comtrade Database.
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D. Methodology and data
1. Analysis method
The analytical method used in this study includes the analytical tools taught
during the WTO/ESCAP twelfth ARTNeT Capacity-Building Workshop, such as
the regulatory distance graph, NTM coverage ratio and other descriptive
statistics. More importantly, the gravity model was used to address research
question No. 5, i.e., to identify the effects of NTMs on Cambodia’s agricultural
exports.
(a) Regulatory distance
Cadot and others (2015) introduced regulatory distance to determine the
differences between NTM regimes of different countries. For this analysis, the
following steps were adopted to calculate regulatory distance. First, if two
countries apply one type of NTM to six-digit HS commodity k, then the regulatory
difference in NTM l on commodity k of both countries is RDlk = 0; RDlk = 1,
otherwise. The following formula was then used to calculate the overall
regulatory distance Dij between the two countries. All the values of Dij of countries
of interest are converted to an asymmetric matrix and plotted in a graph produced
in multi-dimensional scaling of proximity data using STATA.
𝒔𝒔𝒔𝒔𝒔𝒔 𝒐𝒐𝒐𝒐 𝑹𝑹𝑹𝑹

(b) NTM coverage ratio

Dij = 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄 𝒐𝒐𝒐𝒐 𝑹𝑹𝑹𝑹𝒍𝒍𝒍𝒍

𝒍𝒍𝒍𝒍

Coverage ratio is frequency ratios of NTM imposed on certain product categories.
This study calculated NTM coverage ratios as the share of import value of
agriculture products from Cambodia by its trade partners.
(c) Gravity model
The gravity model was used to identify the effect of NTMs on Cambodia’s exports
of agricultural products in 2015. The aggregate export value of all commodities
classified under HS code 01 to 24 and HS 40 were used as the dependent
variable for the gravity model. The reason for including HS 40, natural rubber,
in the model is that it is considered as one of the most important and most
exported agro-product of Cambodia. So far, many gravity models have been
developed by many previous studies. However, the gravity model used in this
study was not adopted from any particular gravity model developed by previous
studies. It just includes the essential explanatory variables of the gravity model
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as control variables, including partners’ GDP, distances between Cambodia
and partners, contingency of the countries pairs, and being an ASEAN member.
The purpose of the gravity model used in this study was to determine the effect
of NTMs on Cambodia’s agricultural exports. For this purpose, NTMs were
categorised into SPS, TBTs and NTBs. Thus, the model is specified as follows:
𝒍𝒍𝒍𝒍𝒍𝒍𝒊𝒊𝒊𝒊𝒊𝒊 = 𝜷𝜷𝟏𝟏 𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒋𝒋𝒋𝒋 + 𝜷𝜷𝟐𝟐 𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒊𝒊𝒊𝒊 + 𝜷𝜷𝟑𝟑 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒊𝒊𝒊𝒊 + 𝜷𝜷𝟒𝟒 𝑨𝑨𝑨𝑨𝑨𝑨 + 𝜷𝜷𝟓𝟓 𝒍𝒍𝒍𝒍(𝟏𝟏 + 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝒊𝒊𝒊𝒊 )
+ 𝜷𝜷𝟔𝟔 𝒍𝒍𝒍𝒍(𝟏𝟏 + 𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝒊𝒊𝒊𝒊 ) + 𝜷𝜷𝟕𝟕 𝒍𝒍𝒍𝒍(𝟏𝟏 + 𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊𝒊𝒊 ) + ɛ𝒊𝒊𝒊𝒊𝒊𝒊

where:
		
(a)
		
		
(b)
		
(c)
		
(d)
		
		
(e)
		
(f)
		
		
(g)
		
		
(h)
		

Xij is the aggregate agricultural export value of Cambodia to country
j in 2015;
GDPj is country j’s GDP in 2015;
distij denotes the distances between Cambodia and country j;
contigij is a dummy denoting a common border between Cambodia
and country j;
AMS is a dummy denoting ASEAN member;
SPScountij designates the total number of SPS measures imposed by
county j on imported agricultural products;
TBTcountij designates the total number of TBT measures imposed by
country j on imported agricultural products;
NTBcountij designates the total number of NTB measures imposed by
country j on imported agricultural products.
2. Data

Mainly, this research utilized cross-section data in 2015. The data were collected
from the following sources:
(a)
		
(b)
(c)
		
(d)
		

Trade data – collected from the United Nations Comtrade database
at https://comtrade.un.org/.
NTM data – collected from WITS at http://wits.worldbank.org/.
GDP data – collected from World Development Indicators (WDI) at
http://data.worldbank.org/data-catalog/world-development-indicators.
Other gravity model data – collected from CEPII at http://www.cepii.
fr/CEPII/en/bdd_modele/presentation.asp?id=8.
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E. Non-tariff measures on Cambodia’s agricultural exports
1. Coverage ratio of NTMs
This section presents the coverage ratio of NTMs imposed by the top 10
importers of Cambodian agricultural products in 2015, i.e., Viet Nam, Malaysia,
China, France, Thailand, the United States, Poland, Singapore, the Netherlands
and Italy. As the European Union is the largest importer of Cambodian
agricultural products and has a standardized NTM regime, all European Union
member countries are treated as a single entity. Figure 13 shows that almost
all Cambodia’s agricultural products are subject to NTMs. SPS and TBTs have
higher coverage ratios than NTB. Remarkably, Malaysia has the lowest coverage
ratios, while China also has relatively low coverage ratios compared with other
major importers.
Figure 13. NTM coverage ratio of Cambodia’s agricultural exports, 2015

Source: Author’s calculation based on the world Bank World Integrated Trade Solution (WITS)
database.
Note: AB = SPS and TBT; NTB: non-technical barriers.

2. Prevalent NTMs imposed on Cambodia’s agricultural products by
major importing countries
Based on tables 1 to 7, SPS measures are the most prevalent NTMs imposed
by major importing countries of Cambodia’s agriculture products. European
Union member countries had the largest number of NTMs, following by Viet
Nam and the United States. China imposed 280 NTMs, of which 141 were SPS
measures, 87 were TBTs and 52 were NTBs. The European Union had 638
NTMs, comprising 486 SPS, 122 TBT and 30 NTBs. Malaysia had 264 NTMs,
including 154 SPS, 82 TBT and 28 NTBs. Singapore applied 230 NTMs,
containing 118 SPS, 76 TBT and 36 NTBs. Thailand had 392 NTMs, including
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255 SPS, 65 NTBs, 72 NTBs. The United States had 473, including 244 SPS,
173 TBT, 56 NTBs. Viet Nam had 479 NTM, including 327 SPS, 95 TBT, 57
NTBs.
Table 1. China’s NTMs imposed on the most exported agricultural
products of Cambodia
HS 4
0714
0904
1006
1511
1701
1703
2208
2402
4001
Total

A
24
24
36
10
1
4
42
0
0
141

NTM category
B
E
6
6
8
4
0
12
35
0
16
87

0
0
4
4
7
6
0
0
9
30

H
0
0
4
2
8
0
0
3
5
22

Total
30
30
52
20
16
22
77
3
30
280

Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS) database.

Table 2. European Union NTMs imposed on the most exported
NTM category
agricultural products of Cambodia Total
HS4
A
B
E
G
0714
113
18
2
2
135
NTM category
HS
4
Total
0904
60
8
0
0
68
A
B
E
F
1006
70
9
3
3
85
0714
30
18
0
0
48
1511
30
12
0
0
42
0904
20
8
0
0
28
1701
60
30
5
5
100
1006
20
9
8
1
38
1703
28
36
1511
10
84
4 2
0 2
22
2208
91
14
107
1701
25
15
0 1
0 1
40
2309
34
6
2
2
44
1703
10
4
0
0
14
2402
0
21
0
0
21
2208
35
12
0
7
54
Total
486
122
638
2309
4
2
0 15
2 15
8
2402
Total

0
154

6
82

0
12

6
16

12
264

NTMBank
category
Source: Author’s
calculation
based on World
World Integrated Trade Solution
HS
4
Total(WITS) database.
0714
0904
1006
1511

A
30
20
20
10

B
18
8
9
8

E
0
0
8
4

F
0
0
1
0

48
28
38
22
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Table 3. Malaysia’s NTMs imposed on the most exported agricultural
products of Cambodia

HS 4
0714
0904
1006
1511
1701
1703
2208
2309
2402
Total

A
30
20
20
10
25
10
35
4
0
154

NTM category
B
E
18
0
8
0
9
8
8
4
15
0
4
0
12
0
2
0
6
0
82
12

F
0
0
1
0
0
0
7
2
6
16

Total
48
28
38
22
40
14
54
8
12
264

Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS)
database.

Table 4. Singapore’s NTMs imposed on the most exported
agricultural products of Cambodia

HS4
0714
0904
1006
1511
1701
1703
2208
2309
2402
4001
Total

A
18
12
15
10
15
7
28
8
0
5
118

NTM category
B
0
4
6
4
5
1
42
0
14
0
76

F
6
4
5
2
5
2
7
2
3
0
36

Total
24
20
26
16
25
10
77
10
17
5
230

Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS)
database.
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Table 5. Thailand’s NTMs imposed on the most exported agricultural
products of Cambodia

HS4
0714
0904
1006
1511
1701
HS4
1703
2208
0714
2309
0904
2402
1006
4001
1511
1701
Total

A

NTM category
B
C E

43
28
28
22
45
14A
63
43
12
28
0
28
0
22
45
255

6
0 0
4
0 0
4
0 0
6
0 2
5
0 5
NTM category
2
B
C0 E0
28
6
00 00
2
4
00 02
4
4
00 00
4
6
04 20
5
04 59
65

F

H

Total

6
0
55
4
0
36
4
0
36
2
2
34
5
0
60
Total 18
2
0
F
H
21
6
0 0
55112
0
0
4
0
36 16
9
0
4
0
36 13
24
2 0
34 12
557 0 2
60392

1703
14
2
0 0
2
0
18
2208
63
28
0
0
21
0
112
Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS)
2309
12
2
0 2
0
0
16
database.
NTM
category
2402
0
4
0
0
9
0
13
HS 4
Total
C4
4001
0A
4
4B 0
0F
12
Table 6. United States’ NTMs imposed on the most exported agricultural
0714
24
0
Total
25565
65
4 9
57
26
392 95

0904
1006
1511
HS 4
1701
0714
1703
0904
2208
1006
2309
1511
2402
1701
4001
1703
Total
2208

2309
2402
HS 4
4001
Total
0714

28products of
20Cambodia
0
39
16
0
14
8
NTM category 0
A
B
C0
35
20
65
248
00
14
28
20
07
49
66
39
16
00
0
0
14
8
0
0
11
1
35
20
0
0
0
0
14
8
0
244
173
49
66
78

0
0
A 0
66244

0
11
B 0
12 173

4
4
2
F5
6 2
413
4 2
2
5
5
5
2
48
13

52
59
24
Total
60
95 24
52135
59 2
24
17
60
5
24
473
135

0
2
2
1NTM 5category17
C0
5E
5F
480
4730
08

H
6
0904
44
8
0
0
0
4
NTM
category
Source: Author’s1006
calculation based
on
World
Bank
World
Integrated
Trade
Solution
(WITS)
database.
46
11
0
0
1
4
HS 4
A
B
C
E
F
H
1511
18
6
0
0
0
2
0714
66
12
0
0
0
6
1701
45
15
0
0
0
5
0904
44
8
0
0
0
4
1703
16
4
0
0
0
2
1006
46
11
0
0
1
4
2208
56
14
1511
18
6
00
00
0 0
2 7
2309
20
8
0
0
0
1701
45
15
0
0
0
5 2
2402
6
12
3
3
0
1703
16
4
0
0
0
2 6

J
0
0
0
0
0
0

J
0
0
0 To
0
0
0
7
0
0

1511
14
8
0
2
24
1701
35
20
0
5
60
1703
14
8
0
2
24
2208
49
66
7
13
135
2282309
0
0
0
2
2
2402
0
11
1
5
17
Table
7. Viet 0Nam’s NTMs
imposed
on the most
exported agricultural
4001
0
0
5
5
products
of
Cambodia
Total
244
173
8
48
473
HS 4
0714
0904
1006
1511
1701
1703
2208
2309
2402
4001
Total

A
66
44
46
18
45
16
56
20
6
10
327

B
12
8
11
6
15
4
14
8
12
5
95

C
0
0
0
0
0
0
0
0
3
0
3

NTM category
E
0
0
0
0
0
0
0
0
3
0
3

F
0
0
1
0
0
0
0
0
0
0
1

H
6
4
4
2
5
2
7
2
6
5
43

J
0
0
0
0
0
0
7
0
0
0
7

Total
84
56
62
26
65
22
84
30
30
20
479

Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS) database.

3. Regulatory distances of NTM regimes
Figure 14 shows the regulatory distance of NTM regimes for agricultural trade
between Cambodia and its major partners. The figure illustrates the fact that
Cambodia’s NTM regime is an outlier, located far away from its major partners.
Cambodia’s NTM regime has the smallest distance from that of Viet Nam
compared to those of other partners, followed by Singapore. The NTM regimes
of Singapore, Viet Nam and the United States are very similar, located in one
cluster, while those of Malaysia and Thailand are in another cluster. The
European Union’s NTM regimes are approximately between the two clusters.
China’s NTM regime was also an outlier.
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Figure 14. NTM regulatory distance

Source: Author’s calculation based on World Bank World Integrated Trade Solution (WITS) database.
Note: Classical MDS, Mardia fit measure 1 = 0.4003, Mardia fit measure 2 = 0.5175.

F. Effects of NTMs on Cambodia’s agricultural exports
The gravity model was used to determine the effects of NTMs on Cambodia’s
agricultural products. The estimation method is the ordinary-least-square
regression using ppml command of STATA. The reason for using this estimation
method is that it estimates the parameters that are “consistent under very
general conditions, whereas robust/clustered standard errors only affect the
estimated standard errors” (“The ‘Log of Gravity’ Page”, 2017). The dependent
variable is the aggregate value of Cambodia’s agricultural product exports to
its partners in 2015. Although there were 107 partners, not all partners were
included in the gravity model due to the lack of NTM data. Only 55 partners
were included, so there were 55 observations in the database. In this model,
NTMs were categorised as SPS, TBTs or NTB. The natural log of the count of
each NTM category was used in the model. Although the use of fixed effect in
gravity model is recommend to control for time, country and pair-fixed effects,
they cannot be used in this model. Time-fixed effect cannot be used because
the data used in the model are cross-sectional. The use of country or partner
fixed effects will increase the number of explanatory variables more than the
number of the observations.
The result of the gravity model is presented in table 8. The R-squared of this
model is 0.5, which is a favourable level of R-squared for a sectorial trade model.
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The results show that the exports of Cambodia’s agricultural products had a
positive elasticity (β=0.09, p=0.001) with the partners’ GDP, so a 10% increase
in the partners’ GDP expands Cambodia’s export value of agricultural products
by 0.9%. Unexpectedly, the gravity model result shows that Cambodia’s
agricultural exports were not correlated with the number of SPS and TBT
measures (β=0.44, p=0.282 and β=0.06, p=0.796 respectively). This finding
suggests that Cambodia’s agricultural products can meet the requirements of
SPS and TBTs applied by the partners such as the European Union, China,
Malaysia, Singapore, Thailand and Viet Nam. This may be one of the reasons
why Cambodia’s agricultural exports expanded during the past five years,
especially exports of rice, rubber, cassava and sugar cane. The exporters of
these agricultural products may have enough financial and technical capacity
to comply with NTMs. However, it does not mean that they have no difficulty in
meeting the NTM requirements. As found by ITC (2014), 89% of Cambodia’s
agricultural exporters faced burdensome difficulties, with testing and certification
being the second-most reported difficulty.
Nonetheless, Cambodia’s agricultural exports had a negative elasticity (β=0.276, p=0.018) with the number of NTBs. If Cambodia’s importing partners
increase the number of their NTBs by 10%, Cambodia’s agricultural exports
will decrease by 2.7%. This finding is partly supported by ITC (2014), which
found that Cambodia exporters thought that getting a Certificate of Origin was
the most difficult.
Table 8. Results of the gravity model
lntexport

z

P>z

0.097

0.03

3.32

0.001

0.04

0.15

-0.118

0.12

-1.03

0.305

-0.34

0.11

0.316
0.443

0.23
0.41

1.35
1.08

0.176
0.282

-0.14
-0.36

0.77
1.25

lncountTBT

0.067

0.26

0.26

0.796

-0.44

0.57

lncountNTB

-0.276

0.12

-2.37

0.018

-0.50

-0.05

ams

-0.014

0.26

-0.05

0.958

-0.53

0.50

cons

-0.002

1.21

0.00

0.999

-2.37

2.37

lngdp_partner
lndist
contig
lncountSPS

Coef.

Robust Std. Err.

[95% Conf. interval]

Source: Author’s calculation.
Note: Number of observations (partners) were 55; R-squared: 0.50, Estimator: ppml command in
STATA.
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Limitations
Like all other studies, this study has a number of limitations. The first limitation
is single period data. This gravity model utilized a single period of trade data,
which could limit generalization of its results. The results may be biased by the
time-fixed effects; in other words, the results may be affected by other
phenomena that occurred only during in the period covered by the study.
The second limitation is the constraint of NTM data. This data was collected
from the World Bank’s WITS database. The periods of NTMs data of each trade
partner are different. For this study, the most comprehensive NTM datasets
were collected for each of Cambodia’s trade partners. Moreover, NTM data for
many of Cambodia’s trade partners are not available or cannot be used. As a
result, many trade partners were dropped from the model.

G. Conclusion
Based on the overview of the agriculture sector and the results of the analysis,
the following conclusions can be drawn. Major agricultural products of Cambodia
are rice, sugar cane, cassava, pork, vegetables, maize, oranges and beef. Rice,
the staple food in Cambodia, is the major crop and main source of income for
most Cambodian farmers. Natural rubber, the second strategic crop after rice,
also makes an important contribution in employment generation and is mainly
exported. The most exported agricultural products of Cambodia are rice, natural
rubber, sugar cane and cassava. Rice and natural rubber account for the largest
share of exports. Viet Nam, Malaysia, China and France are the major importers
of Cambodia agricultural products.
Almost all of Cambodia’s agricultural products are subject to NTMs. SPS
measures and TBTs have higher coverage ratios than NTBs. SPS measures
are the most prevalent NTMs imposed by major importing countries of
Cambodia’s agricultural products. Cambodia has an NTM regime that is different
from all her major export partners. However, it is somewhat similar to that of
Viet Nam and Singapore compared to other partners. SPS measures and TBTs
are unlikely to be the barriers to Cambodia’s agricultural exports. Cambodia’s
main agricultural products can meet the requirements of SPS and TBT measures
as applied by partners such as the European Union, the United States, China,
Malaysia, Thailand, Singapore and Viet Nam. Nonetheless, NTBs are likely to
hold back Cambodia’s agricultural exports. A 10% increase in NTBs may reduce
Cambodia’s agricultural exports by 2.7%.
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H. Recommendations
The following recommendations are based on the findings of this study. Although
the results show that SPS and TBT measures are not associated with
Cambodia’s agricultural exports, it does not indicate that Cambodia’s exporters
of agricultural products can easily comply with SPS and TBT measures, because
the gravity model could not deal with that issue. Based on the ICT (2014) study,
the majority of Cambodia agricultural product exporters confronted burdensome
difficulties in complying with NTMs, especially the testing and certification
process. This may imply that the quality of Cambodia’s agricultural products
can meet the requirements of NTMs, but the exporters have difficulties related
to the process of testing or certification in Cambodia. It is therefore recommended
that Cambodia’s regulatory conformity agency make efforts to reduce the
procedural obstacles of testing and certification. Cambodia should have testing
laboratories that meet international standards.
Agrarian extension programmes should include raising the awareness of famers
about the use of chemicals that are prohibited by importing countries. This will
improve the quality of agricultural products and make it easier to meet the
requirements of SPS and TBT measures.
Cambodia should speed up regulatory convergence and harmonization,
especially in the agricultural sector, which were initiated by ASEAN to address
NTMs. ASEAN has made efforts to harmonize its regulations and standards in
order to be in line with international requirements. So far, regulations in several
sectors has been harmonized, including electrical appliances, electrical safety,
electromagnetic components and rubber-based commodities among others
(Das and others, 2013). However, regulation harmonization in the agricultural
sector has yet to be completed.
Non-tariff barriers should be reduced; the identification and elimination of NTBs
was adopted by the twentieth AFTA Council for integrating the priority sectors.
The timelines set for countries to eliminate NTBs vary. For the CMLV countries,
NTBs should be limited by 2018. Nonetheless, identifying NTBs among the
huge number of NTMs is not a straightforward task. However, the findings of
this study may contribute to achieving this task. Based on the results of this
study, unlike NTBs, SPS and TBT measures are unlikely to be barriers to
Cambodia’s agricultural exports. The results of the gravity model show that if
NTBs imposed by importing partners of Cambodia’s agricultural products are
reduced by 10%, Cambodia’s agricultural exports are likely to expand by 2.7%.
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Part III
Chapter 3
Non-tariff measures faced by exporters in the Lao
People’s Democratic Republic: An assessment1
Prabir De, Thiphaphone Phetmany, Buakhai Phimmavong,
Aliya Phommathan and Athith Pathoumvanh

Introduction2
The Lao People’s Democratic Republic (Lao PDR) is one of the fastest-growing
economies in South-East Asia. Sharing borders with Cambodia, China, Myanmar,
Thailand and Viet Nam, the Lao PDR acts as a land bridge between South-East
Asia and East Asia. Given its unique geographical positioning, the country has
been transforming gradually from a closed economy into a more open and
private-led market economy. The liberalized trade policy in the Lao PDR includes
improvement of transparency, the reduction of non-tariff barriers (NTBs) and
the introduction of trade legislation in line with the principles of the World Trade
Organization (WTO) and the Association of Southeast Asian Nations (ASEAN)
agreements. A renewed thrust has been given through trade policy reforms,
resulting in the Lao PDR gradually becoming integrated into the world economy
through trade agreements, regional or otherwise (ADB, 2011). For example,
the Lao PDR is the member of ASEAN and the country signed the ASEAN Trade

1
This survey was commissioned by the Department of Import and Export (DIMEX), Ministry of
Industry and Commerce as part of its Second Trade Development Facility (TDF-2), focusing on
“mainstreaming aid for trade”. TDF 2 is a multi-donor programme financed by Australia, the
European Union, Germany, Ireland and the World Bank focusing on improving trade and private
sector development in the Lao PDR. TDF-2 has three main components: (a) trade facilitation,
trade policy and regulations; (b) diversification and competitiveness; and (c) mainstreaming aid for
trade.
2
The authors would like to express their sincere thanks to the management of Department of
Import and Export (DIMEX) in the Ministry of Industry and Commerce of Lao PDR and the World
Bank team for their guidance and support along the study. They also thank Mr. Vangchai Vang, Mr.
Vilavong Soutthanilaxay and Mr. Morxeng Mouanhiabee for their excellent contribution of ideas,
information and continued support to the EDC Team, without which the study would not have been
completed.
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in Goods Agreement in 2010. It is also a member of the ongoing Regional
Comprehensive Economic Partnership (RCEP) Agreement negotiation. It was
the chair of ASEAN in 2016. It became a member of the WTO in 2013. The Lao
PDR also ratified the WTO Trade Facilitation Agreement (TFA). All these
agreements require profound modifications of tariffs, non-tariff measures,
customs reforms, and trade facilitation.
Trade has been identified as a national priority in increasing a country’s growth
and the welfare of the population. In particular, trade has been identified as a
key engine of economic growth, particularly in smaller economies such as that
of the Lao PDR; consequently, trade does and should continue to take an
increasingly central role in the Lao PDR’s development strategy. This should
be further enhanced, as studies show that countries that include trade as a key
part of their development strategy have grown at a faster rate than those that
have not done so (Ministry of Industry and Commerce, 2012; Higgins and
Prowse, 2010)
The Lao PDR witnessed sharp rise in exports from 2008 onwards. The biggest
challenge is to sustain the benefits from trade by making Lao exports globally
competitive. Increased trade links with neighboring countries and other trade
partners have translated into increased access to better or cheaper imports.
However, further challenges to market access remain (World Bank, 2016).
While economic growth has been fueled largely by its rich natural resources,
the Lao PDR can also focus on diversifying its export through integrating more
closely with its neighbors (World Bank, 2016). Here, competitiveness of Lao
products matters. Removal of barriers to trade, not only at home but also in
partner countries, may facilitate Lao exports globally, thereby further adding
value to the country’s growing service sector and growth.
The concept of non-tariff measures (NTMs) is neutral and does not imply a
direction of impact. According to the United Nations Conference on Trade and
Development (UNCTAD), “NTMs are policy measures, other than customs
tariffs, that can potentially have an economic effect on international trade in
goods, changing quantities traded, or prices or both” (UNCTAD, 2015). NTBs
are a subset of NTMs (NTM ≠ NTB), implying a negative impact on trade. NTMs
do not offer any judgment over legitimacy or lawfulness, and are different from
the concept of “Procedural Obstacles”. NTMs are very diverse, as is their impact
on trade. NTMs are associated with the production stage of a product to its
marketing and distribution stage. NTMs can add costs to trade (for example,
standards require information and compliance) and preclude trade through
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prohibitions, stringent requirements etc. They can also divert trade, due to
quotas and standards, and create trade, for example, through sanitary and
phytosanitary measures (SPS) and technical barriers to trade (TBT), which
guarantee quality, helping to identify those which are safe etc.
The costs associated with NTMs, such as preparing documentation and other
import and export procedures for international trade, can account a substantial
part of the value of traded goods. Trade facilitation has, therefore, gained a new
high profile in the South-East Asia. Cutting additional costs by removing NTMs
and attaining improved trade facilitation have helped countries to raise trade
flows and/or diversify exports to newer markets – regionally or otherwise.
Simplification of trade processes and procedures, the harmonization of trade
transaction data and documents as well as easier compliance with standards
are thus envisaged as keys to improving the competitiveness of exports across
most of the Asian countries, including the Lao PDR (ESCAP 2014).
In view of the above, the focus of this study was (a) the assessment of the
extent of barriers faced by Lao PDR exporters in accessing their markets and
(b) the identification of obstacles faced by them in meeting technical requirements
and complying with conformity assessment procedures. This was done through
a survey of exports of selected products by firms in the Lao PDR. This study is
different from earlier studies on NTMs in the following ways:
(a) It focuses on two major import-related NTMs, i.e., SPS and TBTs,
which have been of concern in the Lao PDR;
(b) It considers all categories of technical requirements and conformity
assessment procedures laid down by the importing country for SPS
measures and TBT;3
(c) It examines the NTMs based on a survey focused on collecting
qualitative and quantitative information;
(d) It considers only selected products. The purpose of selecting certain
products was aimed at gaining an in-depth understanding of the
NTMs and the manner in which they are applied. This approach is
also useful in examining the NTMs in the context of the larger
regulatory framework of the country.
3
SPS refers to measures such as restriction of substances and ensuring food safety, and those
for preventing dissemination of disease or pests. It includes all conformity-assessment measures
related to food safety, such as certification, testing and inspection, and quarantine. On the other
hand, TBT refers to measures such as labelling, standards on technical specifications and quality
requirements, and other measures protecting the environment. As in the case of SPS, TBT
also includes all conformity-assessment measures related to technical requirements, such as
certification, testing and inspection.
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The paper is organized as follows. Section A presents the literature survey. Data
and methodology, including the selection of products and samples, are discussed
in section B. Section C analyses the trade processes of Lao exports and the
NTM restrictiveness faced by Lao exporters as well as the decomposition of
such restrictiveness, including the procedural obstacles and associated problems.
Section D presents the conclusion.

A. Literature review and stylized facts
Studies have classified NTMs into different categories, either based on import
and export or at the place of implementation. Import measures are categorized
into technical measures (TBT and SPS, and pre-shipment inspection) and nontechnical measures, while export measures include export-related measures
such as export subsidies. Measures are organized in various chapters, according
to their type. The chapters are labelled with letters from A to P. NTMs are of
several types, such as price control measures, quantity restrictions, subsidies
on exported goods and product quality standards.
Staiger (2012) classified NTMs according to the place of implementation – at
the border and behind-the-border. Measures applied at the border are further
distinguished between imports (e.g., import quotas and import bans) and exports
(e.g., export taxes, quotas or bans). Behind-the-border measures are classified
as domestic taxes, subsidies and product quality standards. TBT/SPS measures
are the most frequent NTMs, according to data collected from official sources.
In the context of the Lao PDR, studies that highlight the impediments related
to meeting standards while trading are very few. Based on the primary data,
the World Bank (EDC, 2005) identified barriers faced by Lao exporters of five
products: (a) garments, (b) wood and wood products, (c) coffee, (d) textile
handicrafts and (e) non-timber forest products (NTFPs) and other agricultural
products. The identified constraints were mostly external NTBs such as: (a)
transport costs due to the monopoly of transport in Thailand; (b) third-country
transit costs and paperwork in Thailand; (c) documentation, customs procedures
and border formalities in the Lao PDR and Thailand; and (d) the absence of (i)
related infrastructure, (ii) decentralized decision-making for processing of
documents – local authorities have no power to issue Certificates of Origin
(COO) and (iii) testing and standards agencies at the sub-national level.
In a recent study, the World Bank (2016) reviewed NTMs affecting imports in
the Lao PDR. The study provided a comparative overview with regard to other
countries in the region and with the situation before WTO accession by the Lao
PDR. Additionally, the study also identified current lingering regulatory hurdles
that hamper the ability of the country to reap the gains of deeper integration
with the global economy. What matters for the Lao PDR, as the present study
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indicates, is to remove the cumbersome and costly import license scheme that
increases the time and costs involved in bringing products onto the market.
Some prominent NTMs have been identified such as the use of only recognized/
certified laboratories for testing, varied templates of COO across countries, and
marking requirements (EDC, 2005).
While these studies provide important information on non-tariff barriers/measures
faced by Lao PDR in integrating to the world, they are based either on qualitative
evidence or an examination of NTMs and the regulatory framework within which
the NTM is applied. To identify the NTMs faced by Lao exporters, it is necessary
to investigate all regulations that are currently applied which affect trade. Some
of the measures are official and mandatory, and are detailed and specific.
A procedural obstacle is associated with an NTM measure. However, none of
the above studies have looked into the procedural obstacles faced by exporters
in the Lao PDR and the corresponding NTMs. Therefore, this chapter provides
a valuable addition in terms of identifying the barriers to trade in the form of
NTMs and in providing policy options to deal with such barriers. In particular, it
considers SPS and TBT measures that Lao PDR exporters have faced, together
with the procedural obstacles while exporting selected agricultural and nonagricultural products to major trade partners.
In view of the above, based on the field-level survey, the present study has
made a fresh attempt to (a) analyze the restrictiveness of NTMs that Lao
exporters face due to SPS and TBT and (b) review the procedural obstacles
and associated problems.

B. Data and methodology
To assess the size of NTMs and their implications, eight products exported by
the Lao PDR were selected, i.e., bananas, coffee, dried cassava, maize, rice,
rubber, white charcoal and wood products. Table 1 presents the list of products
and corresponding importers. Although the NTM classification encompasses
16 chapters (A to P), only SPS and TBT were considered, based on UNCTAD
classification (UNCTAD, 2015). All eight products have potential for growth
within domestic and global markets, but all of them are hindered in doing so as
a result of a number of policy and market-based barriers. Selection of the
products was based on a combination of the following criteria:
(a) Major export products with TBT and SPS implications, including
agricultural and non-agricultural specifications;
(b) Current export products with high potential for growth in selected markets
which fall into line with the Government’s priority for promotion;

240
(c) A minimum of given to 10 export firms for each product group with
consideration geographical locations (concentration) that allow viable
logistical arrangements.
The objective was to assess the size of NTMs across a supply chain for
a particular product between exporter (origin) and importer (destination).
A survey was conducted only of the products in the exporting country (Lao
PDR). Due to structural limitations, it was not possible to carry out a back-toback survey of the same product in the importing country; however, such a
survey may be conducted in future. In addition to covering NTMs, the field
survey also captured important information on logistics and trade procedures,
such as time and cost involved at the border and behind-the-border at selected
border crossings.
Table 1. Selection of products
Sl. No
1
2

3
4
5

6
7

8

HS Code
071410
0803
090111

Product
Dried cassava
Bananas
Coffee

100590
100630

Maize
Rice

400121
440290

Rubber
White charcoal

441820
Wood
4407291090,
940350,

Importer
China, Viet Nam
China
Thailand, European
Union (Belgium,
France, Germany, Italy
and Sweden)
China, Viet Nam
European Union
(France, Germany,
Sweden), Viet Nam
China, Malaysia
Japan, Republic of
Korea
Thailand, Viet Nam

As an agricultural economy, the Lao PDR has been a prominent exporter of
rice, coffee, timber and fruit. The European Union is a significant market for
coffee and rice while China is an important market for fruit and rubber. Exports
from the Lao PDR to Viet Nam have witnessed a sharp rise in the past few
years, particularly with regard to coffee and wood. Most of these products
account for a large proportion of the Lao PDR’s exports to the world. Given the
large size of the European Union market, this study considered it to be a major
importer of the products listed in table 1.
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Moreover, the European Union has been offering the Generalized Scheme of
Preferences (GSP) to the Lao PDR from time to time. China is an important
destination for Lao fruit, but the main market for that product is elsewhere.
Coffee is also a major export by the Lao PDR. Lao coffee is similar to India’s
Darjeeling tea in that it can be found in markets all over the world. The European
Union is the major market for Lao coffee. The Lao PDR is also a rice-growing
economy. Lao PDR exports of organic rice to the European Union have increased
substantially. China is a major buyer of Lao rubber. Both Thailand and Viet Nam
are major destinations for Lao wood and wood products. Japan and the Republic
of Korea are major buyers of the Lao PDR’s white charcoal. China and Viet
Nam are the two main markets for Lao maize, and Viet Nam is the main importer
of dried cassava from the Lao PDR.

1. Selection of samples
The selection of the aforesaid products was made in close coordination with
the Department of Import and Export (DIMEX) in the Lao PDR’s Ministry of
Commerce (MoC), and the exporters’ technical staff and management. The
selection of products and corresponding sample sizes were made through
consultations with exporters in the Lao PDR with the help of DIMEX. The NTM
survey was conducted in face-to-face interviews with the export companies
(and their agents) based on a structured questionnaire. The questionnaire was
tested and modified after the pilot survey. Prior to this, under the guidance of
DIMEX, the kick-off meeting was held. It gathered key players of the major
export commodities’ value chain, including the owners, managers, manufacturers,
transporters etc. Two of the main objectives of the kick-off meeting were to raise
awareness and share knowledge about NTMs among relevant stakeholders as
well as gain insights necessary to reflect on the general nature of the export
activities and the sample selections.
Sampling of the selected export products was done purposively, rather than
randomly, given the fact that only eight products had been selected for the study.
The list of exporters provided by the provincial-level industry associations was
the main source of sample selection. This was in addition to the lists of companies
provided by a number of agencies such as the Provincial Department of Industry
and Commerce, Lao Coffee Association, Lao Furniture Association, Lao National
Chamber of Commerce and Industry, and Enterprise and Development
Consultants (EDC). Sample sizes are listed in tables 2(a) and 2(b). Maize had
the highest share at 20.3% (12 firms) in the total sample, followed by coffee
and dried cassava. Figure 1 shows the field-level data collection template.
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Table 2(a). Sample size (general)
Product

Firms
(No.)
6

Share
(%)
10.2

Coffee

9

13.6

Dried
cassava

8

13.6

Maize

12

20.3

Rice

5

8.5

Vientiane (capital),
Khammouane,
Savannakhet, Champasak

Germany, Sweden,
Viet Nam

Rubber

6

10.2

Luang Namtha, Oudomxay,
Khammouane, Borlikhamxay

China, Malaysia

White
charcoal

7

11.9

Vientiane (capital),
Borlikhamxay,
Khammouane, Savannakhet

Japan, Republic of
Korea

Wood
product

7

11.9

Oudomxay, Borkeo,
Vientiane province,
Vientiane (capital),
Khammouane, Borlikhamxay

Thailand, Viet Nam

Total

60

100

Bananas

Geographical location

Export destination

Borkeo, Oudomxay, Luang
Namtha
Champasak
Borlikhamxay, Luang
Namtha
Huaphanh, Oudomxay,
Luang Namtha

China
France, Germany,
Singapore, Thailand
China, Viet Nam
China, Viet Nam

Table 2(b). Sample size (logistics firms/customs agents)

Product
Rice

Product
White charcoal
Rice Coffee
Wood
and wood products
charcoal

White
CoffeeTotal
Wood and wood products
Total

Company
level

Number of firms
1

Number of1firms

1
1
2
1
5

2
1
5

Product
level

Province
Vientiane (capital)

Province
Borlikhamxay
Vientiane
(capital)
Vientiane (capital)
Vientiane
(capital)
Borlikhamxay

Vientiane (capital)
Vientiane (capital)

Partner
level
Thailand

Coffee
Company
A

European
Union
Viet Nam

Rice

European
Union

Product
Rice

Number of firms
1

Province
Vientiane (capital)

1
2
1

Borlikhamxay
Vientiane (capital)
Vientiane (capital)

White charcoal
Coffee
Wood and wood products
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Figure 1. Field-level data collection template

Total

5

Company
level

Product
level

Partner
level
Thailand

Coffee
Company
A

European
Union
Viet Nam

Rice

European
Union

The initial sample size consisted of 631 firms. However, after the first screening,
we have found that more than half of them (398 firms) could not be contacted
due to non-availability and wrong addresses. Out of the 233 contactable firms,
6 were out of business while 28 did not meet the criteria of selection. The field
survey followed face-to-face interviews with the objective of understanding the
problems related to products, partners, and NTMs that exporters experience.4
Finally, 60 firms were surveyed. Information was captured through the structured
questionnaire on product, destination, burdensome NTM etc. The distribution
and types of the firms surveyed are shown in figures 2 and 3. According to the
survey, the major exporting countries are Thailand, Viet Nam, Malaysia and
Singapore (ASEAN members), China, Japan, the Republic of Korea (ASEAN+3
countries) and several European Union members such as Germany, France
and Sweden.
Figure 2. Distribution of surveyed firms

Difficulties were experienced in scheduling appointments with companies for interviews. Some
firms did not trust the interviewers who, they felt, were working for the Government or competing
firms. In addition, some firms voiced concern that they were too small for their views to be taken
seriously. There were complaints that the questionnaire was too long and that they should be
mailed or completed faster, which was not possible.

4
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Figure 3. Types of surveyed firms

Of the 60 surveyed firms, 73% were domestic in nature, 20% were foreignowned and 7% were JV-type (figure 2). Most of the interviewed firms were
exporters (73%), while 14% were manufacturers (figure 3). The surveyed firms
had, on average, been in business for seven years and had an average annual
turnover of $ 1.47 million. In terms of manpower, the size of the surveyed firms
varied. While the number of employees per firm averaged 56, the large exporting
firms had employees numbering more than 300 (bananas), 400 (coffee) and
972 (rubber).
This survey was conducted across the country. In particular, the interviews were
carried out in nine provinces in three regions of the Lao PDR. Surveyed firms
in the Northern provinces were mainly exporters of rubber, bananas and maize,
whereas those in the central region were primarily exporters of wood and wood
products, white charcoal, dried cassava and rice. In the Southern provinces,
the export enterprises were predominantly coffee and rice exporters. In addition
to interviews with the firms, the relevant agencies were also consulted in order
to obtain information on NTMs.5
2. Survey methodology
The field survey (including time used in contacting/appointments with the firms
and actual interviews) took place from mid-October 2015 to the end of December
2015. The questionnaire comprised four main sections, with several subheadings
and questions. The four main sections covered (a) general information, (b)
NTMs, (c) logistics, and (d) perception of the future. The questionnaire used
the UNCTAD classifications for SPS and TBT measures as well as for the
procedural obstacles. Approximately 2-3 hours was spent on each interview in
Such as Provincial Chambers of Commerce and Industry (Champasak, Borlikhamxay and
Huaphan provinces), and the Provincial Import and Export Section (PIMEX) of the visited
provinces, the Lao Coffee Association in Champasak, and the Lao Furniture Association in the
capital city, Vientiane.

5
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addition to the follow-ups to obtain relevant information (export sales records,
etc.) that was unavailable at the time of the interview. The interviews of logistics
firms were complementary to the interviews of export firms, which did not have
information related to logistics (as they used the services of shipping firms). It
should be noted that, together with the telephone calls to make the appointments
for interviews, quite often the firms – especially those are located in the main
province, Vientiane – requested that the questionnaire be sent to them beforehand
in order to help them provide the right respondents, prepare the relevant
information and arrange time for the interview. In the case of the Northern
provinces, making appointments for interviews did not work well; therefore a
“walk in” approach was used instead.

C. Identification of procedural barriers
The capacity of private individuals to deal with NTMs, exchange information
with each other, and provide effective transport, logistics, payment and other
services is crucial to the efficiency of the international trade process (UNCTAD,
2013). To assess the size of procedural barriers faced by Lao exporters, this
study analyzed the export process of the selected export products. As the Lao
PDR is a landlocked country, it depends very much on use of ports in neighboring
transit countries (e.g., Thailand and Viet Nam).
The scope of the trade process analysis in this study includes all processes
involving the exporter (seller) or its representatives directly, from the signing of
the contract between the buyer and seller to the loading of the goods onto a
sea-going vessel (or, if by land, up to the border checkpoint of the importing
country), and receipt of payment. The scope of the export process analysis
generally includes all procedures involving the importer (buyer) – i.e., procedures
related to the signature of the contract between the buyer and the seller, all
procedures from the arrival of goods at the border (or seaport) of the importing
country and delivery at the warehouse in the importing country.
Based on the United Nations Network of Experts for Paperless Trade and
Transport in Asia and the Pacific (UNNExT) Business Process Analysis
methodology,6 information on export processes was collected essentially through
repeated interviews of a small number of key informants, e.g., buyers, sellers
and intermediaries directly involved in the process. Interviews and consultations
with relevant government agencies were also conducted whenever possible.

The Business Process Analysis is based on the BUY-SHIP-PAY process. This is in contrast
with the World Bank’s Doing Business Report, which mostly excludes the BUY and PAY process
(except for preparation of documents for L/C) when calculating export and import time. See
ESCAP, 2012.
6
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1. Exports of rubber to China and Malaysia
Exports of rubber to China involve nine major processes and eight actors, while
rubber exports to Malaysia involve eight processes and seven actors. Chinese
importers demand a copy of the export quota certificate issued by the Lao
Provincial Department of Industry and Commerce, whereas exports to Malaysia
do not have to comply with such a requirement. The other processes under the
category of SHIP between the Lao PDR and these two importing countries have
remained the same. In fact, most Chinese importers are so-called “head offices”,
whereas the Lao exporters are producers. Therefore, the contract between a
Lao exporter and a Chinese importer involves the usual process, and on-site
inspections are not required. However, Malaysian importers who are introduced
by a Thai broker insist on an on-site inspection of the product before signing
the contract. The payment process is the same in China and Malaysia. The
export processes for rubber have been simplified and do not involve any variations
between the two importing countries. Documentation has also been liberalized
by both Malaysia and China. The entire export process, particularly under the
category of SHIP, in the Lao PDR is handled manually, indicating that Lao
exports face high transaction times and costs.
2. Exports of maize to China and Viet Nam
Lao exporters of maize to China need to use a service of one particular Lao
shipping company in order for the export documents to be prepared on behalf
of the exporters. Hence, maize exports to China involve few processes compared
to the same for Viet Nam. Consequently, a downside of this is an increase of
transaction costs for Lao exporters. Exporting maize to China involves eight
processes and seven actors. In the case of maize exports to Viet Nam, exporters
have to deal with seven major export processes and six actors under the category
of SHIP. The remaining processes are the same for China and Viet Nam.
Importers in both the countries carry out on-site inspections before signing
export contracts. Transportation time and costs as well as documentation time
appear to be the major barriers to Lao maize exports. Importers in Viet Nam
need copies of the export quota certificate (not required by Chinese importers),
phytosanitary certificate, COO and tax clearance. Chinese importers, on the
other hand, need copies of the phytosanitary certificate, COO, tax clearance
and export license. However, documentation in both cases has to be handled
manually. There is enough scope for the reduction of transportation time and
costs, which would improve the competitiveness of Lao exports.
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3. Exports of dried cassava to China and Viet Nam
The processes for cassava exports to Viet Nam are much simpler than for
cassava exports to China. However, the other processes are the same for China
and Viet Nam. Importers in China just need a phytosanitary certificate and COO.
Nevertheless, importers in both the countries carry out on-site inspections before
signing contracts with exporters. Documents have been submitted and processed
manually. As a result, transportation time and costs as well as documentation
time, particularly with China, are the major barriers to Lao exports of cassava.
4. Exports of bananas to China
Banana exports to China involve five major processes and five actors. The
importers carry out on-site inspections before signing contracts with Lao exporters.
Chinese importers need copies of export licensing only. Documents have to be
submitted manually. Transportation time and costs are the major barriers to Lao
exports of bananas.
5. Exports of rice to Viet Nam and the European Union
The processes for rice exports to Viet Nam, which are simple and do not involve
much documentation, involve six major processes and six actors. Only three
documents, i.e., a COO, phytosanitary certificate, invoice and packing list, are
needed to export rice to Viet Nam. The Lao PDR exports both ordinary (normal)
and organic rice to the European Union. Both types of rice have to comply with
12 major processes and deal with 13 actors. Nine and seven documents are
needed to export ordinary and organic rice, respectively, to the European Union.
Exports of ordinary rice need two additional documents – a quality control and
test report, and herbicide certificate. In contrast, food and drug certificates and
an organic certificate are required for exporting organic rice to the European
Union. European Union importers do on-site testing before signing contracts.
Transportation time and costs as well as documentation time, especially with
the European Union, are the major barriers to Lao rice exports. The overall
export process, particularly under the category of SHIP, in the Lao PDR has to
be handled manually, resulting in Lao rice exports facing high transaction time
and costs.
6. Exports of coffee to Thailand and the European Union
Coffee exports to Thailand are relatively simple as they involve only seven major
processes and seven major actors. Only five documents, i.e., COO, phytosanitary
certificate, quality control test report, tax certificate, and invoice and packing
list, are needed to export coffee to Thailand. To export of coffee to the European
Union, Lao exporters have to comply with 10 major processes and deal with
12 major actors. Eight documents, in particular COO, phytosanitary certificate,
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quality control and test report, organic certificate, are required to export coffee
to the European Union. Only three main documents are needed when exporting
washed coffee to the European Union, i.e., COO, phytosanitary certificate, and
quality control and test report. Additionally, in the case of exporting natural
coffee, fumigation certificate is required. For an organic and fair-trade label,
Lao exporters need to provide a single document, an organic certificate; it is
not necessary to provide a certificate of fair trade. European Union importers
do on-site testing before signing a contract. The entire export process, particularly
under the category of SHIP, in the Lao PDR has to be handled manually, resulting
in Lao exports facing high transaction time and costs, both at the Lao-Thailand
border as well as at the transit port.
7. Exports of white charcoal to Japan and the Republic of Korea
Exports of white charcoal to the Republic of Korea and Japan need certain
documents that are purely internal in nature, such as a tax certificate, permission
to export non-timber products, product identity certificates. To export white
charcoal to the Republic of Korea, Lao exporters have to comply with 11 major
processes and deal with 11 major actors. Exports of white charcoal to Japan,
on the other hand, involve 10 major processes and 10 major actors. Importers
in the Republic of Korea require six documents, while five documents are
required to export to Japan. The entire export process, particularly under the
category of SHIP, in the Lao PDR has to be handled manually, resulting in Lao
exports facing high transaction time and costs, both at Lao-Thailand border as
well as the transit port in Thailand.
8. Exports of wood and wood products to Viet Nam and Thailand
Exports of wood products are relatively liberalized, involving only eight major
processes in the case of Thailand and five processes in the case of Viet Nam.
Vietnamese and Thai importers insist on carrying out on-site inspections before
signing contracts. Exports to Viet Nam require four documents while for Thailand
seven documents are needed. The entire export process, particularly under the
category of SHIP, in the Lao PDR has to be handled manually, resulting in Lao
exports facing high transaction time and costs, both at the Lao-Thailand border
as well as the Lao PDR- Viet Nam border.
The main challenge in the Lao PDR is how to transfer to the local economy the
benefits and opportunities that result from increased global and regional trade
and investment. Exports of bananas to China, maize to China and Viet Nam,
and rice to Viet Nam involve low levels of documentation, processes and actors,
compared with other products (table 3). Regulations related to these products
are fairly liberal and do not pose high barriers in the Lao PDR. However, the
entire trading process has to be dealt with manually; online/electronic submission
of trade documents has yet to be implemented in the Lao PDR. Manual handling

3%
3%

Exporter

7%
Manufacturer

14%
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Clearing agent

of trade documentation is a great disadvantage as it makes Lao exports
73%
uncompetitive globally. Among the importing
countries, both Viet Nam and China
appear to be more trade-friendly as they haveFreight
lowest numbers of processes
forwarder &
and actors. In both countries, business process steps
clearingand
agentcorresponding actors
in exports are relatively less dispersed.
Table 3. Level of procedural barriers faced by Lao exporters
Sl. No.
1
2
3
4
5
6
7
8
9
10
11
12

Export
product

Partner
(importer)

Bananas
Coffee
Coffee
Dried cassava
Maize
Rice
Rice
Rubber
White charcoal
White charcoal
Wood
Wood

China
European Union
Thailand
China, Viet Nam
China, Viet Nam
European Union
Viet Nam
China, Malaysia
Japan
Republic of Korea
Viet Nam
Thailand

Level of procedural barriers
Document
Low
High
Medium
Medium
Low
Medium
Low
Low
Low
High
Low
Medium

Process
Low
High
Medium
Medium
Low
High
Low
Medium
High
High
Medium
Medium

Actor
Low
High
Medium
Medium
Low
High
low
Medium
High
High
Medium
Medium

While procedural barriers created by the level of required documentation have
been in the low to medium range across most of products and partner countries,
the barriers arising from the required processes and actors are in the medium
to high range, suggesting that the benefits provided by low documentation
requirements have been neutralized by procedural barriers facing Lao exporters.
Therefore, electronic submission of documentation, together with simplification
and harmonization of trade processes, is essential in order to transform the
trading environment as well as improve the competitiveness of Lao exports.

D. NTMs, restrictiveness and barriers to trade
As barriers to trade, NTMs can prevent market access even though some of
them are WTO-compliant. Exporters in the Lao PDR have to comply with a wide
range of requirements, including technical regulations, product standards and
customs procedures, which may sometimes act as protectionist measures; as
a result, they have the potential to negatively affect trade flows. Procedural
obstacles arising from standards and regulations are challenges that make
compliance with the measures difficult. Some of these measures create delays
in testing or getting certification, lack of transparency and availability of information
on given regulations. The regulations are imposed by the importing country and
the exporting country is compelled to comply with these requirements.
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The field survey data indicates that Lao exporters of bananas to China have to
comply with measures such as labelling (A31), marking (A32), packaging (A33),
microbiological criteria of the final product (A41), hygienic practices during
production (A42), and cold/heat treatment (A51) for the elimination of plant and
animal pests and disease-causing organisms in the final product.
When exporting rice (both ordinary and organic) to the European Union, most
of the NTMs that Lao exporters have to comply with are related to conformity
assessment (A8), such as product registration (A81), testing (A82), certification
(A83) and quarantine (A86).
Exports of rubber by the Lao PDR to China and Malaysia have to comply with
(a) the registration requirement for importers for TBT reasons (B15), under the
category of prohibitions/restrictions of imports for objectives that are set out in
the TBT agreement (B1), (b) product registration (B81), labelling (B31) and
packaging (B33), all of which come under the category of labelling, marking
and packaging requirements (B3).
In the case of exports of white charcoal to the Republic of Korea and Japan,
Lao exporters told the field survey interviewers that they had to comply with
registration requirement for importers for TBT reasons (B15), labelling (B31),
marking (B32), and several measures under conformity assessment such as
product registration (B81), testing (B82), certification (B83), inspection (B84)
and traceability information (origin, processing and distribution) (B85).
Exports of wood to Thailand and Viet Nam also require compliance with all
conformity assessments related to TBT measures (B8) such as product registration
(B81), testing (B82), certification (B83), inspection (B84), and traceability
information (origin, processing and distribution) (B85).
Enhancing the regulatory environment in the goods sector is essential to
eliminating unnecessary regulatory divergences that can only restrict trade
flows. Identification of TBT and SPS would, therefore, help in identifying the
trade barriers that need to be eliminated. The field-level data indicate that about
80% of Lao exporters have been facing difficulties with NTMs, of which 87%
are agricultural (SPS) firms and 76% are manufacturing (TBT) firms.
The exporters identified (a) labelling requirements (B31) and (b) the inspection
requirement (B84) as common TBT measures applied by the trade partners of
the Lao PDR. Labelling requirements (B31) cover the measures regulating the
type, color and size of printing on packages and labels, and the defining of the
information that should be provided to the consumers. Labelling covers any
written, electronic or graphic communication on the packaging or on a separate
but associated label, or on the product itself. It may include requirements
concerning the official language to be used as well as technical information on
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the product, such as voltage, components, instructions on use, and safety and
security advice. For example, rubber needs to carry a label indicating size,
weight and other technical details. On the other hand, the inspection requirement
(B84) – as part of conformity assessment is the requirement for product inspection
in the importing country – may be performed by public or private entities. It is
similar to testing, but does not include laboratory testing. For example, imports
of white charcoal must be inspected for size and materials used before entry
is allowed, a requirement that is enforced by Japan and the Republic of Korea.
1. Opinions of exporters on the restrictiveness of NTMs
The opinions of exporters on restrictiveness of NTMs are detailed below:
(a) Rice exporters in the Lao PDR have found that the quarantine
requirement (A86) in the European Union is very restrictive.
Otherwise, they do not face much SPS measure restrictiveness.
Quarantine requires the detainment or isolation of animals, plants
or their products on arrival at a port or other place for a given
period to prevent the spread of, or contamination by infectious
or contagious diseases. For example, a certain category of rice
needs to be quarantined to terminate or restrict the spread of
harmful organisms.
(b) Lao exporters of wood products to Viet Nam and Thailand have
found the certification requirement (B83) to be very restrictive.
Certification of conformity with a given regulation is required by
the importing country, but may be issued in either the exporting
or the importing country. For example, a certificate of conformity
for wood products is required. Exporters in the Lao PDR face
relatively low restrictiveness in exporting other products.
(c) With regard to the eight products covered by the survey, exporters
were of the opinion that, with the exception of one or two cases,
they did not face much restrictiveness from SPS and TBT
measures.
(d) Labelling requirements (B31) and inspection requirement (B84)
– the two common TBT measures faced by Lao exporters – were
not identified as restrictive (table 4(a)).
(e) Exporters in the Lao PDR have to comply with a higher number
of NTMs, even though none of the measures were identified as
restrictive by the Lao respondents. Among these measures, the
quarantine requirement (A86) and certification requirement (B83)
are common (table 4(b)). It is also quite apparent that small and
medium-sized enterprises (SMEs) are more vulnerable to NTMs
than large companies. Therefore, it is logical for a diagnostic
assessment to be carried out in order to identify the procedural
obstacles and develop actions in more than one dimension that
rationalize the NTMs. Given the importance of streamlining the
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NTMs, it is crucial to investigate further the details of NTMs; this
would provide an adequate and up-to-date picture of the impact
of NTMs on the activities of Lao exporters for decision makers,
negotiators and the business community. Ultimately, the findings
would be helpful in rationalizing the SPS and TBT measures.
NTM Table
Labelling
requirements
NTM
(B31)
Labelling

requirements
(B31)

Inspection
requirement
(B84)
Inspection

requirement
(B84)

4(a). Most common NTMsDetails
faced by Lao exporters
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Table 4(b). Most restrictive NTMs faced by Lao exporters
NTM
Quarantine
requirement
NTM
(A86)
Quarantine

requirement
(A86)
Certification
requirement
(B83)
Certification
requirement
(B83)

Particulars
Detain or isolate animals, plants or their products on arrival at a
port or other place for a Particulars
given period in order to prevent the
spread
of,
or
contamination
by infectious
contagious
diseases,
Detain or isolate animals, plants
or their or
products
on arrival
at a
or
contamination.
port or other place for a given period in order to prevent the
Product:
Rice.
Importer: European
Union. or contagious diseases,
spread of,
or contamination
by infectious
Certification
of
conformity
with
a
given
regulation that is required
or contamination.
by
the
importing
country,
but
may
be issued in either the
Product: Rice. Importer: European Union.
exporting or importing country.
Certification of conformity with a given regulation that is required
Product: Wood. Importers: China and Viet Nam.
by the importing country, but may be issued in either the
exporting or importing country.
Product:
Wood. Importers:
China
and Lao
Viet Nam.
2.
Institutional
progress
by the
PDR

The Lao PDR has liberalized its trade through extensive unilateral reductions
of more than half of its tariffs to under 5%. Its tariff regime is even more liberal
under ASEAN, which accounts for most of the country’s trade. Under ASEAN,
more than 70% of its tariff lines are zero per cent and 25% of the tariff lines are
less than 5%. This opening up has served the Lao PDR well, with recorded
trade increasing to 75% of GDP in recent years (World Bank, 2012).7 As in many
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other countries, non-tariff measures (NTMs) now form a more significant barrier
to trade than tariffs.
The Lao PDR is already engaged in a modest streamlining of its NTMs as part
of its ASEAN commitments. At the AEC Council Retreat in October 2011 in
Malaysia, ministers agreed to address trade barriers that impede intra-ASEAN
trade by developing a mechanism for capturing all NTMs through the establishment
of an ASEAN Trade Repository as well as identifying NTBs, and the involvement
of the business community in addressing specific bottlenecks. Implementation
of the ASEAN Trade in Goods Agreement will be enhanced by the ASEAN Trade
Repository and the harmonization of National Trade Repositories. Development
of regional capacity to classify and notify NTMs is being implemented across
the region. The objective is to support the implementation of the ASEAN Trade
in Goods Agreement, with particular focus on enhanced transparency and NTMs.
The identification, classification and notification of NTMs will assist businesses,
traders and Governments in dealing with such measures, preventing or resolving
trade barriers, and fostering regional integration.8
The Lao PDR has made significant progress unilaterally. It has moved ahead
of many other ASEAN members by collecting all regulations and procedures
that are involved in the trade of goods at the ASEAN HS-8 level. It recently
launched a comprehensive Trade Information Portal9 where this information is
posted via a user-friendly and searchable website. It has also established a
Trade Facilitation Secretariat, an inter-ministerial committee representing line
agencies involved in dealing with trade facilitation issues and chaired by the
Vice-Minister of Industry and Commerce. DIMEX acts as the focal point and
representation is from the Lao National Chamber of Commerce and Industry.10
DIMEX is now moving to implement the component of TDF-2 that is related to
reviewing and rationalizing NTMs. This component is designed to complement
and extend ongoing government efforts to streamline and harmonize NTMs. It
focuses on three interrelated activities or subcomponents and is designed to:
•

Enhance transparency and predictability by making additional information
on trade requirements and procedures (including NTMs) available via the

7
Note that one of the effects of the reductions in import duties has also been reductions in informal
trade.
8
With regard to setting up an ASEAN Trade Repository, a new website based on i-TIP software
developed by WTO (see http://asean.i-tip.org/) was recently launched to provide comprehensive
information on NTMs for the 10 ASEAN members. The NTMs were identified from each country’s
official source of trade regulations, and classified according to the NTM classification system.
9
Available at www.laotradeportal.gov.la.
10
As indicated in Decision No. 023/NSC, the Trade Facilitation Secretariat is the body dealing with
trade facilitation issue. There is no exact word regarding NTMs. It states only import and export
and trade in transit. However, DIMEX is revising the 023 decision by including NTMs.
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•

•

Trade Information Portal and by ensuring the Lao PDR is able to meet its
commitments associated with participation in the ASEAN Trade Repository
program;
Establish a sound and well-resourced capacity to identify, categorize and
review NTMs with a view to achieving a major reduction in the trade restrictive
impact of NTMs and, where possible, their streamlining. Furthermore,
eliminate NTMs that no longer serve sound policy objectives;
Identify and assess the impact of NTMs faced by Lao PDR exporters in
ASEAN and other key markets (“external NTMs”), and strengthen the
capacity of relevant officials to participate in negotiations on the elimination,
streamlining and harmonization of NTMs.

E. Conclusion and policy implications
The field level data indicate that about 80% of Lao exporters have been facing
difficulties with NTMs, of which 87% are agricultural (SPS) firms and 76% are
manufacturing (TBT) firms. The exporters have identified (a) labelling requirements
(B31) and (b) inspection requirements (B84) as common TBT measures applied
by the trade partners of the Lao PDR.
Exports of bananas to China, maize to China and Viet Nam, and rice to Viet
Nam involve a low level of documentation, processes and actors, compared to
other products. Regulations of these products are fairly liberalized and do not
pose high barriers in the Lao PDR. However, the entire trade processes have
been dealt with manually, and online/electronic submission of trade documents
has yet to happen in the Lao PDR.
Among the Lao PDR’s trade partners, given the lowest numbers of processes
and actors, both Viet Nam and China appear to be more trade-friendly. In both
countries, the business process steps and corresponding actors in exporting
are relatively less dispersed.
While the procedural barriers resulting from levels of documentation has been
in the low to medium range across all the products and partner countries, those
arising from the processes and actors are in the medium to high range, suggesting
the benefits of low levels of documentation has been neutralized by procedural
barriers faced by Lao exporters.
One rice exporter in the Lao PDR has found quarantine requirement (A86) in
the European Union to be very restrictive. Otherwise, the exporters do not face
much restrictiveness in SPS. However, Lao exporters of wood products to
Thailand and Viet Nam have found the certification requirement (B83) to be
very restrictive.
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With regard to the eight products covered by this study, Lao exporters are of
the opinion that they do not face much restrictiveness from SPS and TBT
measures, with the exception of one or two cases. Although labelling (B31) and
inspection (B84) requirements are the two most common TBT measures faced
by Lao exporters, they were not identified as restrictive.
To facilitate exports, the Lao PDR must pursue a phased, focused and incremental
approach. This will require further advisory and preparatory technical assistance
as well as policy reform. The following recommendations are proposed as the
best means for the Lao PDR to achieve the objectives stated in this study:
(a) Simplification and harmonization of trade processes will be essential
in transforming the trading environment as well as improving the
competitiveness of Lao exports. Harmonization of standards among
the countries is also vital in the elimination of repetitive procedures
and practices.
(b) Enhancing the regulatory environment in the goods sector is essential
to the elimination of unnecessary regulatory divergences that can
only restrict trade flows. The Lao PDR should introduce a regulatory
environment that helps facilitate trade.
(c) Disseminate all SPS and TBT notifications of importing countries
among Lao exporters in a transparent, timely and speedy manner.
In parallel, strengthening the capacity of exporters for SPS and TBT
requirements will help achieve higher trade. For example, rice exporters
in the Lao PDR have found the quarantine requirement (A86) of the
European Union to be very restrictive.
(d) The Lao PDR needs to develop infrastructure such as testing
laboratories, accreditation of testing laboratories, the mechanism for
certification of conformity etc. For example, Lao exporters of wood
products to Thailand and Viet Nam have found the certification
requirement (B83) to be very restrictive.
(e) It is also apparent that SMEs are more vulnerable to NTMs than large
companies. Therefore, it is logical to carry out a diagnostic assessment,
identify the procedural obstacles and derive actions to rationalize the
NTMs.
(f) The border infrastructure on the Lao PDR side needs to be improved.
Approach roads need to be widened and properly maintained.
(g) Lengthy documentation procedures and the absence of an effective
transparent environment make Lao exports uncompetitive.
Simplification of documentation is needed. Submission of customs
documents needs to be made through a digital portal (EDI system).
It is recommended that the Lao PDR consider setting its own customs
EDI system and integrate it with the ASEAN Single Window.
(h) Facilitating standard-related documents is essential. Exporters in the
Lao PDR should adapt their products to the regulations in force in

256
the destination countries. However, it might be difficult for them
financially/technically to adapt their products to such regulations. In
the opinion of the interviewed firms, easing the standards or removing
the NTMs would lead to an increase in Lao exports. For example,
some of the Lao PDR’s trading partners require the weight certificate,
issued by the Government or a recognized institution. It takes
considerable time to receive the quality control certificate and test
report from the Provincial Science and Technology Section. Using a
digital interface, it is possible that the regulator may notify the duration
for receiving these certificates. All documents should be made available
on-line. Online applications would save time as well as make the
system transparent and faster. Therefore, facilitating standards-related
documents is essential. The Lao PDR should sign Mutual Recognition
Agreements (MRAs) with standards bodies of partner countries, either
bilaterally or through the ASEAN regional process. Finally, the Lao
PDR should consider using international standards for technical
regulations.
The majority of exporters noted that they are aware of the international standards
for the products covered by this study; those standards are applied by the Lao
PDR’s partner countries such as China, Japan, Malaysia, the Republic of Korea,
Thailand and Viet Nam as well as the European Union. However, several firms
in the Lao PDR were found to be unaware of the international standards,
especially in case of cassava, rubber and coffee.
Transparency, awareness and availability needs to be ensured for regulatory
information, as that will certainly ease the barriers to exports. In addition, the
field survey revealed crucial and important information on the perception exporters
in mitigating trade barriers. Selected recommendations by the Lao PDR’s
immediate neighbouring countries are listed in table 5.
The survey respondents identified faster handling equipment and vehicle tracking
system on the Lao PDR side of the border as major barriers to trade. Apart from
the problem of corruption and bribery as well as a lack of amenities such as
hotels, the Lao PDR respondents were found to be satisfied with all the attributes
selected in this survey. In addition, 100% of the respondents identified corruption
on the trading partners’ side as the average type of barrier to trading in the case
of Lao PDR exports.
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Table 5. Selected recommendations by the Lao PDR’s immediate
neighbouring countries

•
•
•
•
•
•

•
•

•

•

•

Thailand
Provide suitable export
quotas for companies.
Reduce documentation
and costs, making trading
more export-friendly.
Establish a Single Window
for all approvals.
Provide more information
about markets and
regulations.
Identify a responsible
person/office with clear
tasks.
Reduce paper work
process, adopt quicker
approval mechanism.
Remove the need to get
approval/signatures at the
district level, which is a
time-consuming
procedure.
Provide vocational training
to help Lao laborers to get
jobs.
Use an IT system to
facilitate trade at the
border, as that will reduce
time and costs.
The Government of the
Lao PDR should provide
loans with low interest
rates for SMEs.
Disseminate information to
all concerned industry
associations and provincial
officials. For example,
withdraw the regulation on
weight limit check points
nationwide.
Revise the standard
service charge (export
related documents).

•
•

•

•

•

•

•

•

China
Provide loans with low
interest rates.
The customs point at
the border should
contain a clear list of
services fee/taxes for
goods clearly. Create
a paperless trade
environment.
Reduce extra
payments without
receipts at the police
check point in Ban
Poung of Luang
Namtha province.
The Government of
the Lao PDR should
improve taxation
system and also
reduce tax on exports.
The Government
should provide trade
regulatory information
center about trade
between the Lao PDR
and China in both
languages.
The Government
should reconsider the
weight limits in the Lao
PDR. In the Lao PDR,
trucks cannot carry
more than 20 tons,
whereas Chinese
trucks carry 38 tons.
As a result, extra
payments have to be
made for overweight
shipments.
The Government
should designate the
concerned office for
the on-site inspection
for the Phytosanitary
Certificate.
The Government
should increase the
export quota.

•
•
•

•

•

•
•

•
•
•

•

Viet Nam
The Government of the
Lao PDR should facilitate
the value chains.
Remove foreign
middlemen who come to
buy dried cassava.
Promote the roles and
responsibility for the
Provincial Chambers of
Commerce and Industry.
Improve the infrastructure,
especially road expansion,
and make weight limits
comply with international
standards.
Provide long-term loans
with low interest rates at
the right time (during the
harvesting season).
The Government should
revise the tax rate.
Reduce the on-site
inspection process of the
Provincial Agriculture and
Forestry Section.
Notifications from the
Government should reach
exporters quickly.
Establish a laboratory
center for agricultural
products.
Although exports are tax
exempted, the
Government still collects a
so-called “transportation
tax”.
Remove unnecessary
security requirements.
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Short-term technical assistance and funding by international development
organizations should be sought for the following activities: (a) a review of the
laws and regulations that govern the oversight and application of SPS and TBT
measures; (b) preparation of an inventory of laboratory assets in the country;
(c) an assessment of the training needs of each ministry of the Lao PDR, and
specification of the priority of the programs needed to meet those needs; and
(d) identification of the needs, opportunities and practices that would engage
SPS and TBT agencies in collaborative border management.
The Lao PDR should modernize its oversight and application of SPS and TBT
measures by: (a) eliminating or at least reducing unnecessary inspections and
testing-related delays; (b) formulating a transition strategy for replacing
requirements with international standards, and (c) mainstreaming SPS and TBT
concerns into the agenda of national and regional transport and trade facilitation
bodies.
National Single Windows and single-stop border inspection facilities should be
further developed to: (a) augment regional action for harmonizing SPS and TBT
implementation; (b) enable mutual recognition of laboratory findings; (c) refine
border risk identification and risk management procedures; and (d) make
pertinent information accessible to all trade regulation agencies.
Finally, coordination among ministries, capacity-building of officials dealing
standards etc., is needed to boost exports by the Lao PDR. The Government
of the Lao PDR alone cannot build the infrastructure required for facilitating its
exports. Therefore, technical assistance, international aid and private sector
investments are essential in bringing about the improvement of the country’s
capacity and infrastructure for dealing with standards.
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