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Outline 

• Concept of trade costs  

• Trade costs and services 

• GVCs and RVCs in Asia-Pacific 

• Linking trade costs and global value chains for 
development (and economic diversification) – measures 
and actions to lower trade costs 

 

 



What are trade costs? 

All costs incurred in getting a good to a final user other than the 
marginal cost of producing the good itself. 

That may include: transportation costs (both freight costs and time costs), 
policy barriers (tariffs and non-tariff barriers), information costs, contract 
enforcement costs, costs associated with the use of different currencies, legal 
and regulatory costs, and local distribution costs (wholesale and retail)… 

 

Source: Anderson and van Wincoop (2004)  



How to measure? 

1. Direct measures of trade cost components: international 
transport costs (actual shipping costs of a standard 
container)and other components mentioned 

2. Indirect measures: 
1. inference from trade quantities (trade volumes)  

2. inference from prices  

a) Comparing import (world) prices to domestic wholesale prices  

b) Comparing retail prices of similar goods across countries 

(convergence of prices and role of exchange rates; McDonald index) 

 

 



ESCAP-WB international trade costs  

• The bilateral measure of trade costs is truly comprehensive in the 
sense that it includes all costs involved in trading goods 
internationally with another partner (i.e. bilaterally) relative to those 
involved in trading goods domestically.  

• It captures trade costs in its wider sense, including not only international 
transport costs and tariffs but also other trade cost components 
discussed in Anderson and van Wincoop (2004), such as direct and 
indirect costs associated with differences in languages, currencies as 
well as cumbersome import or export procedures.  



• Based on the comprehensive trade costs measure proposed by Jacks, 
Meissner and Novy (2009) 
• Measure derived from the theory-consistent gravity equation, i.e., 

ratio based essentially on Bilateral Trade data and Gross Output 
data  

 
  “objective” measure of costs 
 
• Captures all additional costs involved in trading goods bilaterally 
relative to those involved in trading goods domestically. 
 It includes: 
  International shipping and logistics costs 
  Tariff and non-tariff costs, including indirect and  direct 
 costs associated with trade procedures and  regulations 
  Costs from differences in language, culture,  currencies… 

• For technical material see http://artnet.unescap.org/db/usernote-
2016.pdf 

 

Definition from the ESCAP-WB Trade Cost Database 





What is the trade cost situation in Asia-Pacific? 

Source: ESCAP-World Bank  International Trade Cost Database (September, 2015) – avg. 2008-2013 

Note: Numbers in parenthesis show % change in trade costs since 2002-2007 

• Trade costs often much higher in developing than developed economies 

• Some progress in sub-regional integration, but often very high trade costs between Asia-

Pacific sub-regions 

• Trade costs in developing countries falling slower than in developed economies 

Intra- and Extra- Regional Trade Costs in Asia-Pacific (excluding tariff costs) 



Average trade costs of ESCAP sub-regions with key 

developed countries* 

9 
Source: ESCAP-World Bank Trade Cost Database, updated June 2015. Available from 

http://artnet.unescap.org/databases.html#first *Germany, Japan and USA 





Trade costs in services* 

• Services represent two-thirds of economic activity but 
trade in services is less than 5% of GDP (as opposed to 
20% for goods). 

• Services are less “non-tradable” than in the past. 

• Trade costs should explain why services are less traded. 

• Definition of trade costs: the full range of costs a firm 
confronts when it decides to sell its services overseas. 

 

* Mirodout, 2010 



Results of measuring trade costs in 

services: 

Strong evidence that trade costs in services are much higher 
than in goods: two or three times higher. 

Trade costs in services have remained stable over the last 
decade. 
 Lack of services trade liberalization? 

 China’s experience and results for RTAs suggest that trade policies can reduce 

trade costs. 

Services sectors facing lower trade costs tend to be more 
productive and have higher productivity growth. 

 



Why are services so important? 

Hoekman, 2016 



Main suppliers of services used in 

industrial exports in AP 

APTIR 2015 



GLOBAL VALUE CHAINS:  

Stylized facts on Asia-Pacific  

participation 



Drivers 



GLOBAL VALUE CHAINS:  

Key policy priorities for different  

development stages 



 
 
 
 

Contribution of natural barriers, behind-the border facilitation and trade-
related practice to trade costs 

* Illustrative based on casual observation of the data only. Natural trade costs for landlocked countries may be o
utside the range shown for natural trade costs. 

Key factors in lowering trade costs in Asia-Pacific 



Strong relationship between TRADE FACILITATION and TRADE COSTS 



What is the state of implementation of trade 

facilitation in Asia-Pacific? 

 TF implementation very heterogeneous across the region 

unnext.unescap.org/UNTFSurvey2015.asp  

http://unnext.unescap.org/UNTFSurvey2015.asp


Towards “Next Generation” TF in Asia-Pacific 

Implementation of TF  

as a step-by-step process… 

WTO TFA Full Compliance  
(Minimum implementation score 
 associated with) 
 

unnext.unescap.org/UNTFSurvey2015.asp  

http://unnext.unescap.org/UNTFSurvey2015.asp


Summary: How can trade costs be further 

reduced? 
There is no one-size fits all formula, but some steps 

would work pretty much everywhere 

 

• Address tariffs and NTMs (based on evidence) 

• Fully implement the WTO TFA commitments 

• Take an integrated “whole of supply chain” 

approach 

• Prioritize TF measures (based on evidence) 



• Consult and work closely with the private sector 

Important to consult SMEs 

Different sectors have different needs (e.g., agrifood 

trade) 

• Apply modern ICT to trade procedures… and the entire 

trade process - potential of cross-border e-commerce 

• Strengthen regional cooperation on trade facilitation 

In particular towards paperless trade and transit 

Be ambitious! 

ASEAN Single Window (ASW) 

Regional Agreement on the Facilitation of Cross-

Border Paperless Trade 

Summary 2: How can trade costs be 

further reduced? 



THANK YOU! 

 

  

       Q&A 



Selected references and further 

materials 

Anderson and van Wincoop (2004) Trade Costs 
http://www.bc.edu/content/dam/files/schools/cas_sites/economics/pdf/workingpaper
s/wp593.pdf 

Arvis et al (2013) Trade Costs in the Developing World: 1995 – 2010 
https://www.wto.org/english/res_e/booksp_e/aid4trade15_chap2_e.pdf 

Asia-Pacific Trade and Investment Report – various issues from 
http://www.unescap.org/publications/asia-pacific-trade-investment-report 

Hoekman, B.  (2016) Trade and the SDGs: Making ‘Means of Implementation’ a Reality, The 
Commonwealth Secretariat,  

WTO (2015)How are Trade Costs Evolving? 
https://www.wto.org/english/res_e/booksp_e/aid4trade15_chap2_e.pdf 

Contact mikic@un.org for other references or go to unnext.unescap.org 

 

http://www.bc.edu/content/dam/files/schools/cas_sites/economics/pdf/workingpapers/wp593.pdf
http://www.bc.edu/content/dam/files/schools/cas_sites/economics/pdf/workingpapers/wp593.pdf
https://www.wto.org/english/res_e/booksp_e/aid4trade15_chap2_e.pdf
https://www.wto.org/english/res_e/booksp_e/aid4trade15_chap2_e.pdf
mailto:mikic@un.org


THANK YOU!!! 

www.unescap.org/our-work/trade-

investment/trade-facilitation  unnext.unescap.org 

http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://www.unescap.org/our-work/trade-investment/trade-facilitation
http://unnext.unescap.org/UNTFSurvey2015.asp


Benefits of  

Cross-Border Paperless Trade 

Annual regional export gains :                  

  $36 bn (for partial implementation) to $257 bn (full implementation)  

Export time reduction: 24% to 44% 

Export cost reduction: 17% to 31% 

Total direct cost savings across all trade: $1bn to $7bn annually  

Source: http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade  

http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade
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http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade
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http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade
http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade
http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade
http://www.unescap.org/resources/estimating-benefits-cross-border-paperless-trade


Trade Process Analysis Database  (TPAD) 

A database of business process 

analyses of country and product-

specific import and export 

procedures conducted in Asia-

Pacific developing countries.  

 

Over 50 import and export 

process cases included, based on 

studies conducted since 2009 by 

international organizations such as 

ESCAP, ECE, ADB and their 

member states. 

 

http://www.tpad.unnext.org/  

http://www.tpad.unnext.org/

