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Context and Background

e ADB Regional Technical Assistance Project —
Enhancing Border Trade Services and Rules for
SMEs (2009-2013)

* Primary Data Collection — partly involving
academic institutions in China and Viet Nam

e Data Set Archiving — repository in Mongolia
and accessibility by the other countries



Data and Methodology

e Two surveys — enterprises by size of assets
(Border Trade Survey) and services institutions
(government, private) survey (Limited Scope
Survey)

e BTS data predominantly category variables
and LSS data predominantly perception
indicators

* Project required knowledge and information
on how to enhance border trade services not
rigorous analysis









Hypotheses and Some Results

e There are barriers along a supply chain that
MSMEs must overcome not only to engage in
cross-border trade but of being efficient in that
direction;

e The stronger determinant of (identifying) MSME
is the number of workers it employs rather than
(value of) its assets yielding more meaningful
insights;

e Engagement in cross-border trade influences
location of production unless there are severe
location constraints;



Size of MSME determines the degree of use of
informal and formal sources of (i) information across
a range of needs and (ii) financing of production and
trade;

Size of MSME also drives the informal and formal use
of transportation services to deliver goods from
location of production to border sites;

Infrastructure constraints are more neutral in MSME
effects i.e. they affect all sizes of MSMEs and overall
conditions of the country may be more determining;

The success of MSME in engaging in cross-border
trade is driven more by border conditions — the
friendlier they are the more the MSME will engage in
cross-border trade.
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Chain Behavior Support Sources
Production Organization Private decision
Before and Location In, out-of border Public, private
On the Information Formal, informal Public, private
Way to Financing Financial Svc Public, private
The Market Access Procedures Public, private
Border

Business Svc

Legal, tax, actg.

Public, private

Infrastructure Physical, social Public
Transport Land, sea, air Public, private
Telecom Devices, Internet Public, private
Logistics Delivery Svc Private
Customs Declaration processes Public
Dispute resolution Customs Public
Procedures
Cooperation Single window Public
Information Joint border Public
Exchange Committees



















Policy Directions

e The evidence we have of the 3 countries in this
study shows that MSMEs are characterized by
significant informality in sources of information,
finance, and transport facilities before and on the
way to the border, at the border, and across the
border i.e. along the whole supply chain;

e To the extent that policy can re-direct or shift
these informal sources of information, finance,
and transport facilities to more formal sources
that are reliable, systematic, stable, and
complete, then their impact would be towards
more engagement by MSMEs in cross-border
trade;



This means that policy aims at constructing an information system
that acts as portal for MSMEs in the supply chain;

A second priority is provision of necessary infrastructure especially
in Mongolia but also true for PRC and Viet Nam as well though
perhaps well-targeted to other borders;

A final priority is cooperation at the border level to make it MSME-
friendly. Cooperation needs to be clearly defined such as
information exchange of goods crossing borders to provide a basis
for risk profiling and management especially for frequent traders;
common standards especially where there are windows at the local
government levels to misinterpret or widen their meanings;
informal and formal meetings between border agencies to set-up
rules and procedures to follow for goods crossing borders; jointly
formulate ways to settle disputes related to valuation, classification,
documentation; organize or nurture joint border committees or
commissions; and explore border-to-border mechanisms to
efficient movement of goods within accepted norms such as the
Revised Kyoto Convention (e.g. common control areas, joint
control). Many of these can be carried out directly at the border
level and may not need a formal trade agreement or free-trade-
area.



Conclusions

e Evidence from PRC, Mongolia, and Viet Nam regarding
the barriers MSMEs face or must overcome in order to
engage in cross-border trade turns out to be analogous
to what SMEs also face even in developed countries
with far better environment and systems in place let
alone FTAs;

e Policies suggested in 3 main areas of formal
information system, infrastructure, and border
cooperation. They do not preclude specific policies
from being pursued independently. But it remains clear
that because of the heavy informalities associated with
MSMEs, pointing them towards more formal sources
for their engagement in cross-border trade eventually
gets them to trade more efficiently, expand their
business and contribute to the country’s expanded
trade, inclusive growth and poverty alleviation






