WORLD TRADE
INDICATORS 2008

Benchmarking Policy
and Performance




World Trade
Indicators 2008






World Trade
Indicators 2008

Benchmarking Policy
and Performance

Roumeen Islam

Gianni Zanini

THE WORLD BANK
Washington, DC



Copyright © 2008

The International Bank for Reconstruction and Development / THE WORLD BANK
1818 H Street, N.-W.

Washington, D.C. 20433, U.S.A.

All rights reserved

The material in this work is copyrighted. No part of this work may be reproduced or transmit-
ted in any form or by any means, electronic or mechanical, including photocopying, recording,
or inclusion in any information storage and retrieval system, without the prior written permis-
sion of the World Bank. The World Bank encourages dissemination of its work and will nor-
mally grant permission promptly.

The findings, interpretations, and conclusions expressed here are those of the author(s) and do
not necessarily reflect the views of the Board of Executive Directors of the World Bank or the
governments they represent. The World Bank cannot guarantee the accuracy of the data in-
cluded in this work. The boundaries, colors, denominations, and other information shown on
any map in this work do not imply on the part of the World Bank any judgment of the legal
status of any territory or the endorsement or acceptance of such boundaries.

Library of Congress cataloging-in-publication data has been applied for.
ISBN: 978-0-8213-7567-9

eISBN: 978-0-8213-7568-6
DOI: 10.1596/978-0-8213-7567-9

Cover design: Quantum Think, Philadelphia, Pennsylvania
Cover photo: Panos



Contents

Preface
Acknowledgments
Abbreviations

Countries and Customs Territories in the WTI Database

Executive Summary

1.

2.

Introduction

Policy-Related Trade Indicators

Trade Policy

External Environment

Overall Business and Institutional Environment
Trade Facilitation

Trade Outcomes

Regional Analyses

East Asia and the Pacific

Europe and Central Asia

Latin America and the Caribbean
Middle East and North Africa
South Asia

Sub-Saharan Africa

Appendixes

A. Definitions of Selected Indicators

B. Background to the Selection of Trade-Related Indicators
C. Trade Indicators by Other Institutions

D. Trade-At-A-Glance Tables, by Income Group

E. Full List of Indicators

Notes
References

Xi
xiii
XV

Xvii

23
36
38

1

55
55
58
61
64
66
69

75
83
85
89
101

m
n9



Contents

Box
21. Garment and Textiles Exporters Also Face Higher Tariffs Than the Rest of
the World 30
Figures
21. Tariff Protection Is Highest among Low-Income Countries and the SAS, MNA,
and SSA Regions 6

2.2. Tariffs Have Been Falling in All Regions, but Remain High in MNA, SAS, and SSA 8
2.3. Import Duties Collected Are Much Lower Than Statutory Tariffs

24. Countries with Lower Tariffs Tend to Be More Integrated 10
2.5. The SAS Region and Other Low-Income Countries Had the Largest Decreases
in Tariffs 1
2.6. Countries Have Liberalized Agriculture Less Than Other Merchandise Sectors 12
27. High- and Middle-Income Countries Have Less Transparent Protection 15
2.8. MNA and HI-OECD Countries Protect Agriculture the Most and SSA the Least 16
29.  Maximum Tariffs and Dispersion Are Still High in Many Regions 17
210. Tariff Escalation Is Highest in MNA and High-Income OECD Countries, Especially
in Agriculture 18

211.  Fiscal Revenues Are Most Dependent on Import Duties in SSA and SAS Countries 20
212.  ECA and High-Income OECD Countries Have Committed the Most to Open

Their Services Sectors and Low-Income Countries the Least 21
213.  High-Income Countries Are More Committed Than Other Groups to Services

Trade Liberalization in Most Sectors 24
214. Market Access Is More Restricted in Agriculture 25
215.  SAS Exporters Face the Highest Tariff Barriers and MNA's the Lowest 26
216. Better Market Access Helps Trade and Export Performance 31
217.  Agricultural Exporters Face Higher Market Access Barriers 31
218. Duty-Free Trade Has Increased Significantly 32
219. Benefits from Preferences Vary across Regions from Low to Modest 34
2.20. Countries with Better Institutional Environments Tend to Have Lower Export
Concentrations and Higher Shares of Manufacturing Exports 37
2.21.  Countries with Best Logistics Performance Are All Developed Economies
That Are Major Global Transport and Logistics Hubs 39
2.22. Countries with Better Trade Logistics Integrate Faster 40
3], Low-Income Countries Experienced Largest Trade Growth Slowdown in 2007 42
3.2. Services Trade Grew the Fastest in Mostly High-Income and Upper-Middle-
Income Countries 43
3.3. Trade Integration Has Been Rising across All Income Groups and Most Regions 47
34. Among Developing Regions, MNA and SSA Are the Least Diversified, and ECA
and SAS the Most 50
3.5.  Countries with Lower Export Product Concentration Exhibit Less Volatility
of Real Export Growth 51
Tables
21. High- and Middle-Income Countries Have the Lowest Import Protection 7

22. Some Countries Have Increased Their MFN Tariffs (Simple Averages) 13



Contents

vii

23.

24.
2.5.

2.6.

31
3.2.
3.3.

34.

3.5.

3.6.
41
4.2.
43.
44.
4.5.
4.6.

Most Developing Countries, Save WTO Accession Countries, Have Committed Little

in the GATS

Oil and Commodity Exporters and Rich Countries Enjoy the Best Market Access
Small Islands Enjoy Lowest Tariff Barriers, While Cotton Exporters the

Highest, 2006

Some Countries Draw High Benefits from Preferences, Others None

Developing Countries’ Export Growth Decelerated in 2007

Many MNA and SSA Countries Are among Those with the Lowest Trade Growth
Energy and Commodity Producers in SSA and a Number of Central Asian
Countries Expanded Their World Export Market Shares the Most

Southeast Asian and Small Countries Are More Integrated Than Larger
Developing Countries

OECD and Large Developing Countries Are Most Diversified, While Oil Exporters,
Small, Poor, Landlocked Countries the Least

Top 5 Export Products for 10 Most and 10 Least Diversified Countries, 2005

EAP Key Trade-Related Indicators

ECA Key Trade-Related Indicators

LAC Key Trade-Related Indicators

MNA Key Trade-Related Indicators

SAS Key Trade-Related Indicators

SSA Key Trade-Related Indicators

22
28

29
35
41
44

45

49

51
53
56
59
62
65
68
70






Preface

The World Trade Indicators (WTI) database and ranking tool cover country-
level indicators of trade performance and policies and institutions that affect
trade. The purpose of this initiative by the World Bank is to benchmark prog-
ress in these areas while highlighting important data gaps. The value of timely,
good-quality data for policy making and effective international negotiations
cannot be underestimated. Such data are also needed for reducing transactions
costs for businesses.

This publication summarizes patterns in world trade policy and trade out-
comes revealed by the WTI database, focusing mainly on regional and income-
level variations and providing the context to help evaluate individual country
progress. It is hoped that this initiative, by benchmarking country performance
in various policy and outcome areas, will enhance the ability of policy makers
to design and implement needed trade-related reforms. It is also hoped that
countries will be further encouraged to produce better and more up-to-date
data and make it publicly available, both domestically and in international
databases, in a timely manner.

Roumeen Islam

Manager

Poverty Reduction and Economic Management Unit
World Bank Institute

World Bank
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Countries and Customs Territories
in the WTI Database

For all countries and customs territories listed below, there are Trade-At-A-
Glance (TAAG) tables in the WTTI database that provide a snapshot of a coun-
try’s policy and performance. For countries and customs territories marked
with an *, the database includes a trade brief that also reflects the key findings
from available analytical work.

Afghanistan*
Albania*
Algeria*
American Samoa
Andorra

Angola*

Antigua and Barbuda*
Argentina*
Armenia*

Aruba

Australia

Austria
Azerbaijan*
Bahamas, The
Bahrain*
Bangladesh*
Barbados
Belarus*

Belgium

Belize*

Benin*

Bermuda
Bhutan*

Bolivia*

Bosnia and Herzegovina
Botswana*
Brazil*

Brunei Darussalem
Bulgaria

Burkina Faso*
Burundi*
Cambodia*
Cameroon*
Canada

Cape Verde*

*

Cayman Islands

Central African Republic*

Chad*

Channel Islands

Chile*

China*

Colombia*

Comoros*

Congo, Democratic
Republic of *

Congo, Republic of*

Costa Rica*

Cote d’Ivoire*

Croatia®

Cuba

Cyprus

Czech Republic

Denmark

Djibouti*

Dominica*

Dominican Republic*

Ecuador*

Egypt, Arab Republic of *

El Salvador*

Equatorial Guinea*

Eritrea*

Estonia

Ethiopia*

Faeroe Islands

Fiji*

Finland

France

French Polynesia

Gabon*

Gambia, The*

Georgia*

Germany

Ghana*

Greece

Greenland

Grenada*

Guam

Guatemala*

Guinea*

Guinea-Bissau*

Guyana*

Haiti*

Honduras*

Hong Kong, China

Hungary

Iceland

India*

Indonesia*

Iran, Islamic Republic of *

Iraq*

Ireland

Isle of Man

Israel

Italy

Jamaica*

Japan

Jordan*

Kazakhstan*

Kenya*

Kiribati*

Korea, Democratic
People’s Republic of

Korea, Republic of*

Kuwait

Kyrgyz Republic*
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Countries and Customs Territories in the WTI Database

Lao People’s
Democratic
Republic*

Latvia

Lebanon*

Lesotho*

Liberia*

Libya*

Liechtenstein

Lithuania

Luxembourg

Macao, China

Macedonia, Former
Yugoslav Republic of*

Madagascar*

Malawi*

Malaysia*

Maldives*

Mali*

Malta

Marshall Islands*

Mauritania*

Mauritius*

Mayotte

Mexico*

Micronesia, Federated
States of *

Moldova*

Monaco

Mongolia*

Montenegro*

Morocco*

Mozambique*

Myanmar*

Namibia*

Nepal*

Netherlands

Netherlands Antilles

New Caledonia

New Zealand

Nicaragua*

Niger*

Nigeria*

Northern Mariana
Islands

Norway

Oman*

Pakistan*

Palau*

Panama*

Papua New Guinea

Paraguay*

Peru*

Philippines*

Poland

Portugal

Puerto Rico

Qatar

Romania

Russian Federation*

Rwanda*

Samoa*

San Marino

S3o Tomé and Principe*

Saudi Arabia

Senegal*

Serbia*

Seychelles*

Sierra Leone*

Singapore

Slovak Republic

Slovenia

Solomon Islands*

Somalia*

South Africa*

Spain

Sri Lanka*

St. Kitts and Nevis*

*

St. Lucia*

St. Vincent and the
Grenadines*

Sudan*

Suriname*

Swaziland*

Sweden

Switzerland

Syrian Arab
Republic of *

Taiwan, China

Tajikistan*

Tanzania*

Thailand*

Timor-Leste

Togo*

Tonga*

Trinidad and Tobago*

Tunisia*

Turkey*

Turkmenistan*

Uganda*

Ukraine*

United Arab Emirates

United Kingdom

United States

Uruguay™*

Uzbekistan*

Vanuatu*

Venezuela, Reptblica
Bolivariana de*

Vietnam*

Virgin Islands (U.S.)

West Bank and Gaza

Yemen, Republic of *

Zambia*

Zimbabwe*



Executive Summary

Over the last decade, countries have improved many aspects of policy relevant
for trade. Worldwide, Most Favored Nation (MFN) average tariffs have fallen
from 14.1 percent during 1995-99 to 11.7 percent during 2000-04 and fur-
ther to 9.4 percent in 2007—a decline of more than 33 percent. In addition, a
substantial amount of trade is conducted at a zero MFN tariff rate (MFN-0)
or through preferential trade agreements. Both the severity of remaining re-
strictions and the importance of trade flows at duty-free or preferential rates
vary among countries. The most recent estimates indicate that all regions and
income groups have witnessed substantial real growth in trade during this
time. In 2007, average real growth in trade, 7.7 percent for the world as a
whole, is within the 7-9 percent growth range of the last decade. Groups
that have the best policies and institutions overall also tend to have stronger
and more consistent trade performance.

The trade reform agenda going forward is about rationalizing substantial
tariff peaks (particularly in agriculture), reducing overall tariff levels in some
groups or countries, reducing tariff escalation aimed at protecting special
goods, liberalizing services trade, and improving the other behind-the-border
factors that affect trade expansion and the gains from it. Tariff rationalization
is particularly needed in high-income countries where there are high tariffs on
products of particular interest to developing countries. In the Middle East
and North Africa (MNA), South Asia (SAS), and Sub-Saharan Africa (SSA)
regions, average MFN-applied tariffs are also greater than 10 percent (for
MNA, more than 15 percent). Trade in services has not been liberalized to the
same extent as trade in goods, especially in low-income countries. Locking in
current levels of liberalization through the General Agreement on Trade in
Services (GATS) would be a first important step toward a more ambitious
reform agenda, especially for low-income countries. Improvements in domes-
tic institutions could boost export performance, particularly in manufacturing
and services, and help support new markets and new products. Overcoming
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inefficiencies in trade facilitation in developing countries would have a high
payoff for trade performance, especially as tariffs have been reduced below
trade costs in most countries.

Trade Policy

Tariff protection, both with and without the inclusion of preferences, has fallen
consistently in all regions and income groups from the mid-1990s to 2007, and
especially in low-income countries, where average MFN applied tariffs fell 46 per-
cent (10 percentage points). High-income countries, which were earlier reformers,
still have the lowest average tariffs at 6 percent compared to a developing country
average of 11 percent. Other measures, such as the World Bank'’s Trade (MFN)
Tariff Restrictiveness Index (MFN TTRI), confirm this pattern.

* Among developing countries, the EAP and SAS regions’ performance is
noteworthy for the large declines in their (simple) average MFN tariffs,
which fell by 50 and 47 percent (10 and 12 percentage points) respectively.
Although SAS’s percentage decline is the largest, it also had the highest
tariff levels, averaging 26 percent. Among developing regions, the small-
est decline was in MNA (22 percent), which is the most restrictive region
with average tariffs around 16 percent. It is followed by the SAS and SSA
regions. The ECA region has the lowest average tariff (7 percent), followed
by the LAC region (9 percent). When including preferences, applied trade-
weighted tariffs are on average about 20 percent lower for high-income
countries and 14 percent lower for developing countries than MFN counter-
parts, but trends over time and regional patterns are broadly similar.

e Developing countries that have seen the largest falls in import restrictions
since the early 2000s as measured by MFN simple tariffs include the Arab
Republic of Egypt (from 47 to 17 percent), the Seychelles (28 to 8 per-
cent), India (32 to 15 percent), and Mauritius (18 to 3.5 percent). In China,
tariffs also decreased from 14 to 10 percent. Among developed countries,
overall tariff restrictions in the European Union (EU), Canada, Japan, and
the United States came down slightly, but from already low levels.

e While the overall trend has been toward liberalization, in some years,
some countries have raised their tariffs on particular products (and thus
their average tariffs as well). Between 2005-06 and 2007, three coun-
tries raised tariffs by more than 1 percentage point: Mauritania raised the
average MFN tariff from 11 to 12 percent, El Salvador’s tariff went from
6 to 7 percent, and St. Vincent and the Grenadines raised its tariff from
4 to 10 percent. With respect to the early 2000s, 31 countries have in-
creased their tariffs, of which 14 had increases between 17 and 42 percent.
Kazakhstan almost tripled its tariffs, increasing the average from 2.8 to
7.8 percent.
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But average tariffs do not reveal the whole pattern of protection. High-income coun-
tries have higher nontariff barriers, greater tariff escalation and dispersion, and
much higher maximum tariffs than low-income countries; that is, they protect cer-
tain sectors much more than others. Many of these protected sectors and goods are
of special interest to developing-country exporters.

All countries on average have higher trade barriers in the agriculture sec-
tor relative to mining and manufacturing; the SAS and EAP regions have
the most restrictive policies, followed by the high-income Organisation
for Economic Co-operation and Development (OECD) countries. The
low-income countries’ import-weighted average tariff on agriculture (in-
cluding preferences) is 1.4 times that on other goods. For the high-income
OECD group, it is 9 times higher. Among developing countries, the EAP
and ECA regions protect agriculture 4 and 3.3 times more, respectively,
than all other goods on average. By comparison, SSA protects agriculture
just 1.4 times more than other sectors. Net food importers on average
protect agriculture more relative to nonagricultural sectors than countries
that are not net food importers.

The level of protection may be significantly affected by nontariff mea-
sures, but information about nontariff measures is only available on a
cross-country basis for 2001 or earlier. When considering these measures,
the pattern of restrictiveness in agriculture changes: the most restrictive
region is MNA, followed by the high-income OECD group, and the least
restrictive is SSA.

OECD countries have high maximum MFN-applied tariffs, averaging
347 percent (having dropped from 1,488 percent in the latter half of
the 1990s), and low-income countries have the lowest at 122 percent.
MFN tariff dispersion is 2.4 times higher in high-income countries than
in low-income ones. Among developing regions, MNA has the highest
MFN maximum tariff, averaging 716 percent in 2007, followed by EAP
at 335 percent.

Developing country exporters face higher export hurdles at the upper
end of production than at the lower end. Most countries protect finished
goods more than unfinished goods, but tariff escalation is higher in the
high-income OECD countries than in developing countries. This pattern
is amplified in the agriculture sector. However, tariff escalation is highest
in the MNA region. The SAS region has the lowest tariff escalation both
in agriculture and overall. It is followed by the LAC and SSA regions.

Tariff reform is closely linked to fiscal outcomes in many developing countries
because of their high reliance on trade taxes for fiscal revenues.

Revenues from import duties account for almost a quarter of fiscal rev-
enues for low-income countries, compared to the high-income average of
only 7 percent. In 2007, the SAS region obtained 26 percent of its fiscal
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revenues from import duties followed by the SSA region at 23 percent,
compared with 0.8 percent for high-income OECD countries. In many
cases, exemptions and inability to collect full tariffs mean lower revenues
than implied by the statutory tariffs.

Barriers to services trade are still high across countries and especially in the low-
income countries.

e Services trade liberalization can confer large gains to developing coun-
tries but low-income countries have made the fewest commitments to
liberalize services in the World Trade Organization (WTO). Commit-
ments under the General Agreement on Trade in Services (GATS) do
not reflect actual liberalization since some countries have liberalized
unilaterally or in the context of bilateral or regional agreements. How-
ever, GATS commitments do indicate whether countries are bound to
a certain level of liberalization. Among the 20 countries that have made
the most commitments to liberalize, at least half are in ECA.

e In terms of sectors, fewer commitments by all income groups were made
in health and social services and transport sectors than in others. In other
sectors, there is some variation by income group. For example, high-income
countries have made stronger commitments in financial services, business,
and distributional services but weaker commitments in tourism sectors.
Many countries already allow a large degree of foreign participation in tele-
communications, with the ECA countries being fully open and most other
regions being very open except EAP.

Market Access

A substantial share of exports is subject to an MFN-O tariff level. In addition,
trade preferences, free trade agreements (FTA), or customs unions (CU) have low-
ered trade restrictions for many countries. But there are large differences across
regions and income and product country groups in how much trade is restricted or
conducted under a zero MFN tariff rate or through preferential arrangements. For
instance, low-income country exporters face a weighted average tariff including
preferences of 3.7 percent, which is higher than that faced by high-income country
exporters at 2.8 percent. And garment exporters in developing countries face restric-
tions on their exports on average that are more than double those faced by the rest
of the developing world.

e MFN-0 trade accounts for 26-45 percent of world exports; MNA and SSA
have the highest percentage of exports at the MFN-O0 tariff level, while SAS
and LAC have the lowest. High-income countries have 40 percent of their
exports in this category.

* MNA faces the lowest applied tariffs inclusive of preferences (1.2 percent)
and SAS has the highest (4.7 percent). The value of EU and U.S. prefer-
ences, for which more complete data are available, is modest for low-income
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countries, equivalent to only 3.2 percent of their exports to these two pref-
erence-granting countries. The average Latin American country benefits the
most from such preferences and ECA the least. The value of such prefer-
ences is above 10 percent of bilateral exports for less than two dozen coun-
tries, with a high of 48 percent for Anguilla and 33 percent for Swaziland.

* Notonly do the SSA and SAS regions have less favorable market access but
they also have the lowest proportion of their total exports going to coun-
tries with which they have an FTA or CU. For the SAS region it is around
2 percent for 2006 and for SSA it is under 10 percent. EAP countries have
38 percent of their exports in this category, ECA has 43 percent, and high-
income OECD countries have 57 percent.

Behind the Border

Improvements in countries institutional environments and in the quality of trade
facilitation could support trade and export growth. The institutional environment
varies widely across regional and income groups and among countries in the same
group. Countries whose institutional environments are better tend to have a higher
share of manufactures in their goods exports, have lower export concentration, and
tend to be more integrated in the world economy.

* Among developing countries, the SSA, SAS, and MNA regions rank below
the world average on institutional dimensions related to the business cli-
mate and general governance indicators as measured by the Doing Business
(DB) indicators and the Worldwide Governance Indicators (WGI) of the
World Bank.

There is a significant gap in the quality of trade facilitation between the high-income
countries and even the best-performing developing countries. Better trade logistics,
as measured by the World Bank’s Logistics Performance Index (LPI), are corre-

lated with positive changes in trade integration.

* At the bottom of the rankings are low-income countries that are geographi-
cally isolated or beset by conflict or other internal problems. Landlocked
developing countries, especially in Africa and in Central Asia, are the most
constrained in terms of trade logistics, as they typically suffer from difficult
geography, poor access to logistics services in neighboring countries, and
high coordination and transportation costs. Among developing regions, the
ECA and EAP regions score the highest, while the SAR and SSA regions
lag significantly behind them.

Trade Performance

According to World Bank preliminary estimates as of December, developing coun-
tries’ trade growth slowed down in 2007 while developed countries’ trade growth
increased, so that for both groups on average trade grew at 7.7 percent in real
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terms. There has been some change in the structure of world exports, with agricul-
ture’s share falling 31 percent over the last decade.

* In the early years of the 2000s developing countries’ trade and export
growth (both around 8 percent) was significantly higher than that of high-
income countries (both around 6 percent). In 2007, the ECA region had
the fastest growth in trade and exports (10 percent) on an unweighted
basis, followed by the EAP region (both just under 9 percent). The devel-
oping region with the lowest estimated growth in trade during 2007 was
the SSA region, followed by the SAS region.

e The weakest export performance was exhibited by the MNA region, fol-
lowed by SSA and LAC. China with 23 percent real growth and Sudan,
a mineral exporter, with 39 percent are among the countries with the
highest export growth. Algeria and Mauritania are at the bottom (—6 and
—17 percent, respectively).

e For the world as a whole, real growth in services exports has been higher
than growth in merchandise exports until the mid 2000s but has slowed
down in recent years. The largest services exporters in 2007 were Poland,
with real growth in services exports estimated at 48 percent, Azerbaijan at
30 percent, and the Czech Republic at 25 percent. Low-income countries
with growth above 10 percent included the Democratic Republic of
Congo, Bangladesh, Haiti, Burundi, and India. Several African countries,
among them Eritrea, Sudan, and Angola, have seen declines in services
exports.

e High growth in trade has meant increasing levels of integration: MNA'’s in-
crease of 39 percent in its trade-to-GDP ratio since 1995-99 is the highest
among the regions, and ECA and OECD countries follow with a 21 per-
cent increase. Surprisingly, the slowest integrators have been the LAC (6
percent) and SAS (13 percent, despite its recent high export and trade
growth rates) regions. Differences in integration among regions and income
groups are large: SAS, the least integrated region (73 percent of GDP) is
about half as integrated as the EAP (116 percent) or ECA regions (105 per-
cent). As expected, smaller economies tend to be more integrated than
larger ones. Among the larger countries that have the lowest trade-to-GDP
ratios are Brazil, the United States, Australia, and India. Among the smaller
countries that are the most integrated are Singapore, Hong Kong (China),
Malaysia, and Swaziland.

* The composition of world and regional exports has changed over the
last decade. Agriculture’s share in world exports has dropped 31 percent
from 1995-99 to 2006 (and 19 percent since the early part of this de-
cade). Manufacturing and mining have grown while services exports have
remained fairly constant as a share of total exports (and relative to GDP).
In 2005-06 services have accounted for 28 percent and manufacturing for
34 percent of world exports. The LAC and SSA regions and high-income
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OECD countries (from a low base) have seen the largest increase in the
mining share of exports. EAP and OECD countries have the highest share
of manufacturing in exports (just over 50 percent) and SSA has the lowest
(not quite 18 percent). The SSA and SAS regions have the highest share of
agricultural exports at 27 and 21 percent, respectively. High-income non-
OECD countries have the highest share of services exports (37.4 percent),
followed by SAS, EAP, and MNA (around 30 percent).

* Countries seek to diversify their export structures to manage risk arising
from volatility of export earnings as demand or supply conditions change.
Export concentration tends to change only slowly over time, and coun-
tries with higher income tend to be more diversified. Among developing
countries, the SSA and MNA regions have the most concentrated export
structures. In the former, the top five exports have accounted for almost
80 percent of exports, in the latter almost 70 percent for SSA. Export con-
centration is positively and significantly correlated with volatility in real
export growth. The 20 least diversified countries have 2.3 times greater
volatility in real export growth relative to the 20 most diversified countries.
The most specialized countries tend to be either mineral resource-abundant
economies or very small islands.

Effective assessments of global trade policies and outcomes are dependent on
good-quality data. The WTT database is useful in highlighting in one place the
many policy factors that together influence trade as well as data gaps and fluc-
tuations in country coverage. The existing data show that countries with poor
endowments and geographical constraints can overcome bottlenecks to trade.
The database, by allowing benchmarking and ranking of country performance
in various policy and outcome areas, provides a clearer picture of where each
country stands and should support incentives to implement policy reforms.






CHAPTER 1

Introduction

Since the mid-1990s, world trade in goods and services has expanded at almost
double gross domestic product (GDP) growth rates for developing countries
and customs territories, with even higher increases in recent years. Historically,
the growth of trade and the move to diversify exports have been uneven. Brazil,
China, India, the Russian Federation, and some East Asian countries have been
among the strongest long-term performers. In the last dozen years, trade and
export growth have become more even across regions and income groups (see
figure 3.1 in chapter 3). The long-term expansion of trade is likely to continue
and, according to a recent World Bank forecast, global trade in goods and ser-
vices, growing faster than output, is likely to rise more than threefold to US$27
trillion by 2030. Roughly half that increase is expected to come from develop-
ing countries (World Bank 2006a).

Countries and customs territories' will be seeking to gain from the increas-
ing global integration. Each country’s share of the world market and benefits
from increased integration will naturally be influenced by its initial position,
the policies it adopts, and its endowments relative to other participants in
world trade. The availability of relevant data and indicators on trade-related
policies and outcomes is a critical input into the policy-making process, help-
ing to assess the status quo and to appraise each country’s standing relative to
its competitors and trading partners.

The World Trade Indicators (WTTI) is a comprehensive database that com-
piles about 300 trade-related policy, institutional, and outcome indicators,
with the following objectives:

* enhancing awareness of the different policy factors that work together to
influence a country’s trade outcomes

¢ providing incentives for reform by benchmarking and highlighting a coun-
try’s policy position relative to competitors
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e allowing comparisons over time in order to better design policy
* highlighting important gaps in the existing data.

The data sources are chosen to maximize coverage, cross-country compara-
bility, and quality. The indicators are drawn from international databases and
are presented for each year between 1995 and 2007 (online only) and also for
four time periods: 1995-99, 20004, 20056, and “latest,” usually 2007.2 The
WTI database covers 210 countries and customs territories, though data on all
indicators for all time periods and countries are not available.? The indicators
have been organized into five main categories:

e trade policy or border protection, reflecting tariffs and nontariff barriers on
goods and (to a more limited extent) services

¢ the external environment, consisting of market access for a country’s ex-
ports and the evolution of the real exchange rate

e the overall institutional environment, in terms of business and governance

e trade facilitation, including logistics, trade costs, and some infrastructure
and human capital

e trade outcomes, consisting of trade growth in goods and services, structure
of trade flows, and export diversification.*

When relevant and feasible, broad sectoral breakdowns (for example, agri-
culture versus nonagriculture, and various services sectors) for WTI indicators
are provided.” Within each category, a representative indicator is highlighted
in the database and in the country tables for default-ranking purposes. It is
supplemented by other indicators, whose pairwise correlations with the rep-
resentative indicators are usually significant and have the expected signs. Users
of the WTI Web site can rank countries by their performance on any of the
indicators in the WTTI database.

The WTI project has focused mostly on assembling and organizing existing
data and indicators from the World Bank and other organizations in a com-
pact, user-friendly, and easily accessible format. In addition, the WTI 2008
database also includes some new indicators:

e production-weighted average tariffs®
e the share of tariff lines with a zero most favored nation tariff rate (MFN-0)
e MEN zero-duty imports and exports

e imports and exports to and from partners in free trade areas (FTAs) and
customs unions (CUs)

* take-up rates, utilization rates, and value of European Union (EU) and U.S,
preferences under unilateral schemes or reciprocal arrangements

* an index of services trade commitments in the general agreement on
trade in services (GATS), with a breakdown by (a) national treatment,
(b) market access (barriers to entry), and (c) 12 sectors
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* an index of logistics performance, based on a new World Bank survey of
logistics operators

¢ an index of import concentration provided by the United Nations Confer-
ence on Trade and Development (UNCTAD) to supplement UNCTAD'’s
established export concentration index

* export and import destination concentration indices
e the share of the top five exports in total exports.

This report uses the WTTI database to highlight some patterns in world
trade and trade policy, complementing existing World Bank publications that
focus either on a small subset of such indicators or specific regions or sectors.
It averages the country-level indicators in the database to concentrate mainly on
the global and regional levels, providing the broader context to country-level
analyses. Chapter 2 presents a comparative analysis of the various trade-related
policy, market access, institutional, and trade facilitation indicators across in-
come and regional groups and for selected countries. Chapter 3 provides a
broad picture of trade outcomes for country groups and for some top and bot-
tom performing countries. Chapter 4 investigates the patterns of key indica-
tors within each region. Appendix A provides a definition of the indicators
discussed in this report and their sources, Appendix B addresses the selec-
tion criteria used for the indicators, and Appendix C surveys existing data-
bases and benchmarking initiatives by other international organizations.
Appendix D provides Trade-At-A-Glance (TAAG) tables for five income
groups, patterned after the individual country TAAG tables available online
on the WTI Web site.

All period, regional, and income country group averages mentioned in
this report are simple averages of annual and country observations.” In the
analysis of stylized patterns revealed by the data that follows, the term
“significant” indicates statistical significance at least at the 10 percent level,
based on two-sided t-tests. Country reporting in the international databases
often suffers from gaps and sometimes from inconsistencies. Thus, indicators
and group averages are sometimes affected by missing observations for a
country for a single year or for entire time periods. In addition, some coun-
tries began reporting data after 1995. If their performance is different than
the rest of their regional or income groups, their addition to the group can
affect the group averages, sometimes substantially. In some cases, explana-
tions as to the possible source of a problem in the level of or the change
in a particular indicator are discussed, based on available information re-
garding weaknesses in primary data or on feedback provided by country
and trade economists at the World Bank and at the International Trade
Centre (ITC). In other cases, explaining puzzling trends or patterns will
require further feedback by users of the database and of the country trade
briefs (including TAAG tables), as well as further update and revision
work by the WTI team.

The regional groupings discussed here are East Asia and the Pacific (EAP),
Europe and Central Asia (ECA), Latin America and the Caribbean (LAC),
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Middle East and North Africa (MNA), South Asia (SAS), Sub-Saharan Africa
(SSA), high-income Organisation for Economic and Co-operation and
Development countries (HI OECD), and high-income non-OECD countries
(HI non-OECD). The World Bank regional and income group classifications
are used throughout the paper (see complete country listings at http://
go.worldbank.org/D7SNOB8YUOQ). Thus, most West European countries are
not included in the ECA regional group, and countries such as Bahrain, Hong
Kong (China), Israel, Kuwait, Singapore, or Slovenia are grouped as high-
income non-OECD rather than in their respective geographical regions.
Low-income and lower-middle-income countries account for more than
four-fifths of the EAP countries. In the ECA and MNA regions, most coun-
tries are in the lower-middle-income category, with upper-middle-income
countries second in importance. In LAC, half of the countries are upper-
middle-income ones and only a fifth are low-income. Finally, more than
three-quarters of the countries in the SAS and SSA regions are low-income
countries.



CHAPTER 2

Policy-Related Trade Indicators

A number of nonpolicy factors such as country size, physical location, and
endowments also influence trade outcomes, but the focus of this report is on
policy and institutional constraints. This chapter highlights some regularities
revealed by the WTI database in the four policy categories of indicators that
directly or indirectly may influence a country’s trade outcomes (the latter are
discussed in chapter 3).! Although there are several indicators in each category
that measure different aspects of policy (for example, the restrictiveness of a
tariff regime), only some key indicators are highlighted in the following dis-
cussion. Most indicators within a group tend to be correlated with each other
and give broadly similar rankings for the groups discussed in this report. For
example, regions and income groups tend to be ranked similarly when using
alternative indicators of trade policy.?

Trade Policy?

Merchandise Trade

A set of indicators that summarizes the tariff barriers imposed by a given
country are aggregated and disaggregated variations of the Trade Restrictiveness
Index (TRI) constructed at the World Bank.* The Trade (MFN) Tariff Restric-
tiveness Index (MFN TTRI) represents the tariff that when uniformly applied
across the entire (MFN only) tariff schedule would keep total imports at the
observed level. The MFN TTRI captures the protectionist aspect of a coun-
try’s nondiscriminatory trade policy.> Other variations are estimated for the
applied tariff structure: one that includes preferences (TTRI) and another
that includes both preferences and nontariff measures (Overall TRI, or OTRI).
The OTRI incorporates the latest available information on nontariff barriers
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Figure 2.1. Tariff Protection Is Highest among Low-Income Countries and the SAS, MNA, and SSA Regions
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Note: The latest available TRIs are based mostly on 2006 tariff schedules. MFN TTRI values in 2005-6 for SAS, MNA, EAP, ECA, HI non-OECD, and HI OECD are
significantly different than for their rest-of-the-world counterparts.

and other restrictive measures that date from 2001 or, for some countries, the
late 1990s.° These TRIs have an advantage over standard indicators such as
simple and weighted tariff averages and frequency ratios, as they overcome the
latters’ inherent measurement biases. One drawback, however, is that they are
available for a limited (125) number of countries.

The first panel in figure 2.1 shows that there is a strong negative correlation
between countries’ income level and the tariff restrictiveness of their trade
regimes as measured by the MFN TTRI, with the same relationship holding
also when nontariff measures are taken into consideration. Low-income coun-
tries on average are more restrictive than their middle-income counterparts
and are almost twice as restrictive as upper-middle-income countries.
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Table 2.1. High- and Middle-Income Countries Have the Lowest Import
Protection

MFN TTRI MFN TTRI
Country tariff (2006) Country tariff (2006)
1. Hong Kong, China 0 106. Algeria 1273
2. Singapore 0 107. Mexico 1290
3. Switzerland 098 108. Iran, Islamic Rep. of 13.07
4. Turkey 1.52 109. Oman 13.24
5. Papua New Guinea 1.69 110. Guyana 13.43
6. Mauritius 197 1M. Guinea 13.44
7. Iceland 198 112. Ethiopia 13.67
8. Kazakhstan 2.06 113. Bangladesh 1414
9. Norway 210 114. Cameroon 14.59
10. Israel 235 115. Uganda 14.65
11. United States 242 116. Romania 14.80
12. Moldova 295 117. India 15.05
13. United Arab Emirates 296 118. Sudan 1610
14. Australia 3.08 119. Gabon 1617
15. Canada 3.33 120. Nepal 16.44
16. Kyrgyz Republic 3.50 121. Rwanda 20.37
17. New Zealand 3.55 122. Tunisia 20.38
18. Brunei 3748 123. Morocco 21.39
19. Taiwan, China 3755 124. Central African Republic 2181
20. Malaysia 378 125. Malawi 30.39

As illustrated in table 2.1, which lists individual countries, the least restric-
tive trade regimes are found in high-income and middle-income countries, but
some low-income countries like Papua New Guinea also have low tariff barri-
ers. At the opposite end, the list is mostly composed of middle-income and
low-income developing countries from all regions except East Asia. Sudan,
Tunisia, and Morocco are the only countries that appear among the most re-
strictive countries (in the early and mid-2000s as well as in 2007, according to
various tariff indicators) and among the best performing countries on real
trade and export growth in 2007 (see table 3.2). Sudan’s trade expansion,
however, may be explained by its overall economic rebound from conflict in
the southern part of the country and by international oil market develop-
ments. Tunisia and Morocco may have benefited from strong European de-
mand for their exports and perhaps from recently initiated reforms to improve
the business climate and export competitiveness, even though there is no evi-
dence yet of their impact on trade policy indicators.

As measured by the MFN TTRI and illustrated in the third panel of
figure 2.1, the SAS region has the most restrictive tariff policies, followed by the
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SSA and MNA regions. The EAP and ECA regions have much lower tariffs
overall. High-income non-OECD countries are the least restrictive followed

closely by the high-income OECD countries, whose restrictiveness index is less
than a third of that of the SAS region.

Countries and groups with high MFN TTRI scores also exhibit higher simple
and weighted MFN tariff averages. These include the effect of both ad valorem
and specific tariffs, as the TRIs do, but they capture countries that are not cap-
tured by the TRIs, such as many countries in ECA and smaller economies (see
figure 2.2). Countries whose trade has been liberalized to a great degree with

Figure 2.2. Tariffs Have Been Falling in All Regions, but Remain High in MNA,
SAS, and SSA’
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Figure 2.3. Import Duties Collected Are Much Lower Than Statutory Tariffs
(2005-06)
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preferential partners rather than multilaterally, however, may rank much high-
er on indicators that effectively capture applied tariffs than they do on those
based on MFN-only tariffs. For instance, this is the case for Mexico, whose
indicators including preferences such as its low applied trade-weighted aver-
age tariff (2.5 percent) or low TTRI (3.7 percent) contrast with its poor place-
ment of 107th according to the MFN TTRI (about 13 percent). Nonetheless,
the MFN-based indicators are important measures of a country’s non-discrim-
inatory merchandise trade policy.

Calculations of applied import-weighted tariffs may overstate tariff protec-
tion in certain cases. A comparison of import-weighted tariffs and of import
duties collected indicates that for most regions the latter is much lower than
the former, as illustrated in figure 2.3. Import duty collection in SSA appears
to be closest to the expected collection according to the weighted average of
applied tariffs. For the other regions, however, tariff revenues are around half
or less than the value expected from the tariff regime. These differences may
reflect exemptions on tariffs or even corruption related to customs collection.
The very large gaps for high-income countries may reflect the imperfect infor-
mation available on the preferences they grant to developing countries.

Trade integration, measured by the trade share in GDP, is negatively and
significantly correlated with trade restrictiveness, as measured by various
indicators in the WTI database. Figure 2.4 provides an illustration of such a
correlation between a country’s merchandise trade integration ratio, averaged
over the 1995-2006 period, and its applied simple average tariff that includes
preferences averaged over the same period (trade integration is discussed in
more detail in chapter 3).

Trade restrictiveness has declined substantially since the late 1990s and
has continued to decline between the early 2000s and 2007. Average tariffs
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Figure 2.4. Countries with Lower Tariffs Tend to Be More Integrated
180.7 °

merchandise trade integration, 1995-2006

184

applied simple average tariff, 1995-2006

Note: The figure illustrates a simple ordinary least squares (OLS) line with an intercept, without Singapore and Hong
Kong (China) outliers. The regression coefficient is —0.34, significant at the 5 percent level.

have been falling in most countries, regions, and income groups, especially
among low-income countries, as illustrated in figure 2.5 (see also figures 2.2
and 2.6). From the late 1990s, the SAS region has had the largest reduction in
tariffs, followed by the EAP region.

A few countries had higher tariffs in 2007 relative to the levels of the mid-
2000s, with three exhibiting increases greater than 1 percent in the simple
average of their MFN tariffs: Mauritania raised its average tariff from 10.7 per-
cent in 2005-6 to 11.9 percent in 2007; El Salvador’s tariff went from
5.9 percent to 7 percent; and St. Vincent and the Grenadines had the largest
increase, from 4 percent to 9.9 percent (though still lower than the 12 percent
tariff of earlier years). Other countries recorded smaller increases, ranging from
0.1 percent for Paraguay to 0.7 percent for Argentina, with Angola, Iceland,
Oman, Vanuatu, Turkey, Reptblica Bolivariana de Venezuela, and Mongolia
falling in the middle.

With respect to the early 2000s, however, 31 countries have higher tariffs,
of which 14 recorded increases in the simple average of their MFN tariffs
ranging from 1 to 8 percentage points (see table 2.2) and in the most ex-
treme case, Kazakhstan, almost tripled the average from 2.8 to 7.8 percent.®
For the three Baltic countries, joining the EU meant adopting its common
external tariff which, though still relatively low at 5.3 percent, is almost
50 percent higher for all three than their pre-accession average tariff (it is
more than three times as high for Estonia). A similar story applies to Uganda,
which increased its tariffs on average by 50 percent (4 percentage points) to
12.6 percent, as it adopted the common external tariff schedule of the East
African Community.



Policy-Related Trade Indicators

Figure 2.5. The SAS Region and Other Low-Income Countries Had the Largest
Decreases in Tariffs

A. Change in MFN tariffs (simple average) since the late 1990s, by region
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Developing countries that have reduced their import restrictions the most
since the early 2000s include the Arab Republic of Egypt (from 46.8 to 17 per-
cent in the MFN simple average tariff), the Seychelles (28.4 to 8.3 percent),
India (31.8 to 14.5 percent), and Mauritius. In China, tariffs also decreased
from 13.7 t0 9.9 percent. Among developed countries, overall tariff restrictions
in the EU came down from 6.1 to 5.3 percent and came down slightly in
many other countries such as Japan, the United States, and Canada. Much of
this observed liberalization, however, pertains to manufacturing trade.



Figure 2.6. Countries Have Liberalized Agriculture Less Than Other
Merchandise Sectors

A. Applied tariffs (including preferences)—all goods (trade weighted average, percent)
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Table 2.2. Some Countries Have Increased Their MFN Tariffs (Simple Averages)

Absolute Percent
increase increase
1995-99 20004 2007 between 2007  between 2007

Country (percent) (percent) (percent) and 20004 and 20004
Bosnia and Herzegovina — 6.0 7.0 1.0 16.7
Russian Federation 1.8 9.8 ni 13 133
Sri Lanka 209 99 1.4 1.6 152
Lithuania 3.5 35 53 17 514
Latvia 43 35 53 18 514
Iceland 37 53 7.6 23 434
Bhutan 153 194 219 2.5 129
Zimbabwe 279 17.4 201 27 15.5
Vanuatu — 13.8 16.6 2.8 203
Estonia 0.1 16 53 37 2313
Uganda — 87 12.6 39 448
Uzbekistan — 1.0 15.6 4.6 41.8
Kazakhstan 95 2.8 7.8 5.0 178.6
Madagascar 6.9 4.6 124 7.8 169.6

Note: — = Not available.

Less has been done in agriculture. Across all regions and income groups,
agricultural imports face much higher trade restrictions than manufac-
turing and mining imports. Countries tend to protect domestic farmers
relative to manufacturing and mining. While the SAS region is still the
most protective, followed closely by the MNA region, high-income OECD
countries are more protective than any of the other developing regions,
according to the MFN TTRI shown in figure 2.1, fourth panel. The EAP
and SAS regions have had an increase in their weighted average tariff on
agriculture since the early 2000s, but since their simple averages are un-
changed or lower, this development seems to be the result of changing
import patterns rather than a deliberate protectionist move (see also figure 2.6,
second panel).’

Some of the liberalizers mentioned earlier have also reduced their tariffs in
agriculture between the early 2000s and 2007: India reduced its MEN simple
average tariff by 12 percent, Mauritius by 20 percent, and China by 25 per-
cent. But others have not. In the same period, Egypt raised its tariff rate on
agricultural imports from 45 to 66.3 percent, a 47 percent increase. High-
income countries moved in the same direction and on average raised their
tariff protection by 4.4 percent. In the EU, there was a decrease in protection
for established member states, from 19.1 to 15.2 percent, a 20 percent de-
cline. At the same time, however, new EU members had to increase their
pre-accession tariffs to the EU common external tariff of 15.2 percent (for
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Lithuania, tariffs increased by 47 percent). Russia raised its tariffs on agricul-
tural imports by a record 68 percent. Norway’s increase was more modest at
26 percent, but raised from a high level of 45.8 percent to 57.8 percent. In
North America, while the United States and Mexico kept their average MFN
tariff roughly unchanged, Canada increased its by an average of 11 percent,
from 16 to 17.9 percent. Japan also raised its tariffs, the average rising from
21.1 to 22.3 percent, that is, by 6 percent. Switzerland kept its tariff roughly
unchanged, around 44 percent.!” In the LAC region, Argentina and Chile
achieved substantial reductions, with the latter bringing its agricultural tariff
(7.5 percent in the early 2000s) down to its target uniform tariff rate of 6 per-
cent level by the mid-2000s.

With food prices rising on world markets, trade restrictions on agri-
culture are receiving special attention. According to a recent World Bank
research paper (Ng and Aksoy 2008), 147 countries are raw food net
importers (RFNI); of which almost three-fourths are low-income countries,
mostly concentrated in SSA. Probably reflecting the relative importance of
the policy goal of self-sufficiency over that of keeping food prices low for
consumers, the structure of protection for the developing RFNI countries
subset is more biased toward their domestic agriculture than that of the
rest of the developing world. The average trade-weighted applied tariff
(including preferences) of the developing RFNI group on all agricultural
imports was double (13.6 percent) that on nonagricultural imports (6.5 per-
cent) in 2007. The corresponding ratio for the rest-of-the-developing world
(raw food exporters) was lower at 1.6 (with tariffs of 12.8 percent versus
8 percent, respectively).

Import-weighted applied tariffs may underestimate protection since im-
ports fall (and may become zero) when tariffs rise. Another measure of tariff
protection is the production-weighted tariff average (in which the effect of
preferences is also included), which gives an indication of the policy bias
toward established domestic producers (see figure 2.6, third panel) but is
available for only 74 countries for 2006 and 79 countries for 2005. Production-
weighted tariffs are higher on average than trade-weighted tariffs among the
low-income and the lower-middle-income countries, but are only about half
as high among upper-middle-income and high-income countries (the latter
having the lowest average rate, 1.8 percent for 2006, among income groups).'!
At the regional level, they range from a low of 1.5 percent among the 23 high-
income non-OECD countries for which this indicator is available to a very
high 29 percent (and a peak of 45 percent for the agricultural tariffs) across
the MNA region (7 countries covered). This indicator has declined in all
regions since 2005 in line with all other tariff indicators.

Compared to both high- and middle-income countries, there is greater sim-
plicity in the trade regimes of low-income countries, primarily due to their
greater reliance on ad valorem tariffs and their low usage of nontransparent
specific (non-ad valorem) tariffs and nontariff measures.'? As illustrated in
figure 2.7 (both panels), high-income OECD countries stand out for their high
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Figure 2.7. High- and Middle-Income Countries Have Less Transparent
Protection

A. Frequency ratio of specific tariff (latest 2007 or 2006, percent of total lines)
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propensity to use specific tariffs and nontariff measures. On average, middle-
income countries also tend to use specific tariffs (as in Europe and Central
Asia) and nontariff measures (as in Latin American countries). SSA and SAS
countries are the least intensive users of such measures.

In regions with a high incidence of nontariff measures, the pattern of trade
restrictiveness is more complex than an analysis of tariff averages would indi-
cate. Nontariff measures are often important (and also nontransparent) tools
used to protect specific industries and products, especially in agriculture.
Assessing overall trade protection is not possible without discussing such mea-
sures. Thus, even though such information has not been updated worldwide
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since 2001 and its coverage is limited to 111 countries, the WTI database pro-
vides the data. In addition to clearly protectionist barriers such as quotas,
nontariff measures include technical barriers to trade and sanitary and phy-
tosanitary standards that may have legitimate consumer-protection or public
health rationales, though they may also raise the restrictiveness of trade
policy. Examples are lead content standards that many countries impose
on paint and import bans or testing requirements following the detection of
bacterial contamination. Although there are plans by the ITC to update the
underlying data (see footnote 15) and by World Bank researchers to distin-
guish between the two categories of nontariff measures discussed above (to
the extent possible), indicators in the WTI database only reflect the existing
available data.

According to the latest OTRI, which incorporates estimates of the impact
of all nontariff measures on trade flows, the pattern of trade restrictiveness in
2006 is somewhat different from that suggested by tariff-only indicators.
Overall, SAS is still the most restrictive region and ECA the least restrictive,
followed closely by EAP. However, in agriculture, as shown in figure 2.8, the
most restrictive region is MNA followed by the high-income OECD group,
and the least restrictive region is SSA. Still, countries in the SAS and ECA re-
gions and the high-income non-OECD group impose relatively high barriers to
agricultural imports on average. The EAP and LAC regions fall in the middle.

Other indicators such as tariff dispersion and the maximum tariffs charged
by countries shed light on the extent of the discretionary approach to trade
policy adopted in a given country—that is, whether there are particular prod-
ucts or specific subsectors a country protects more than others. In cases where
tariff dispersion is high but the average tariff is low, for instance, a country
may still protect certain sectors substantially while liberalizing overall. These
sectors in turn may be important export sectors for trading partners. By con-
trast, a more transparent and uniform tariff structure may be the result of a

Figure 2.8. MNA and HI-OECD Countries Protect Agriculture the Most and
SSA the Least (OTRI = Agriculture, 2006)
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Figure 2.9. Maximum Tariffs and Dispersion Are Still High in Many Regions

A. Maximum tariffs (cross-country average, percent), 2007
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country’s efforts to reduce corruption or administrative burdens associated
with implementing a complex tariff structure.

For the world as a whole, tariff dispersion has fallen since the early 2000s
and is slightly lower than the level of the late 1990s. Maximum tariffs world-
wide have fallen since 1995-99, but in 2007 there were some increases from
2006 levels. High-income OECD countries still retain high maximum MFN
applied tariffs, averaging 347 percent (having dropped from 1,488 percent
in the late 1990s). Figure 2.9 shows that the MNA region has both the highest
tariff dispersion measured by the coefficient of variation (2.5) of the MFN
tariff schedule and the highest maximum tariff (averaged among countries
within the region) of 716 percent in 2007. Its maximum tariff is almost twice
as high as the next highest among developing regions, 337 percent for the EAP
region, and seven times that of the LAC and SSA regions, which have the
lowest. The maximum tariff in high-income OECD countries is almost three
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times that in low-income ones, and tariff dispersion in the former is about two
and a half times as high as in the latter.

Some countries tend to protect finished goods much more than they pro-
tect intermediate goods and raw materials. For example, countries wishing to
protect infant industries, in which they expect to gain comparative advantage
over time, may lower protection on imported inputs to reduce costs for pro-
ducers and encourage production. The WTTI indicators of tariff escalation in
figure 2.10 measure the percentage change between tariffs on fully processed

Figure 2.10. Tariff Escalation Is Highest in MNA and High-Income OECD
Countries, Especially in Agriculture

A. Tariff escalation—agriculture, percent
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B. Tariff escalation ratio—non-agriculture, percent
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Note: Tariff escalation in the above charts is expressed as the percentage change between tariffs for finished goods
and tariffs for raw materials.
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versus primary goods (following the standard World Trade Organization
(WTO) classification of such categories) and at a very aggregate level capture
the higher effective protection with respect to nominal tariff protection
afforded to domestic producers. In manufacturing, this indicator is a proxy
measure for trade-related industrial policy measures. Generally, a more esca-
lated tariff structure is likely to create a stronger anti-export bias, as produc-
tive resources are artificially channeled into import-competing sectors. As
shown in figure 2.10, fully processed goods are much more protected than
raw materials, as expected. But the striking pattern evident from figure 2.10
is that across all country groups tariff escalation on average is lower (in some
extreme country cases even negative) for other sectors compared to agricul-
ture (including processed food).

Overall, tariff escalation is highest in the MNA (106 percent) and high-income
OECD (89 percent) countries, especially in agriculture.'> Among develop-
ing countries, the ECA region has had a similar pattern of escalation, reflect-
ing features of the EU tariff structure adopted or approximated by many
countries in the region that have recently acceded or aspire to accede to the
EU. However, the SSA region has the third highest tariff escalation, on
account of the relatively higher levels of escalation outside of agriculture
(mostly in manufacturing). In agriculture, the MNA region has the highest
escalation (447 percent), well above that of the high-income OECD coun-
tries (232 percent); the low-income group has the lowest tariff escalation
(30 percent), and the lower-middle-income group has the second highest
(155 percent) but is still below the high-income OECD countries. Australia,
New Zealand, and Egypt stand out as the countries with the most escalated
tariff structures in agriculture (973, 926, and 603 percent, respectively).
These same countries also appear on the top 10 list for escalation outside of
agriculture, which is dominated by Iceland, Mauritius, and Canada (2,832,
1,669, and 1,134 percent, respectively). Other countries also on the top 10
lists of tariff escalation in both sectors are Bosnia and Herzegovina, Swaziland,
and Lesotho.

The discussion on tariff policy is not complete without an assessment
of how it is linked to fiscal revenues, particularly in developing countries.
On average, tariff revenues in developing countries account for a larger
share of fiscal revenues than is the case for developed countries. Tariff
revenues are generally easier to assess and collect than regular taxes. De-
veloping countries with less developed tax systems or poor governance
are more likely to rely on border taxes for fiscal revenues. As tariffs decline
in these countries, additional adjustments to fiscal systems are required
(either to obtain higher revenues or to reduce expenditures). Duties on
imports as a percent of total taxes are most important in SAS and
SSA countries, where they have ranged, on average, from 19 to 30 percent
this decade, compared to only around 1 percent in the high-income
OECD countries (see figure 2.11). The other regions all have had less
than 17 percent of fiscal revenues coming from trade taxes since the start
of the decade.!*
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Figure 2.11. Fiscal Revenues Are Most Dependent on Import Duties in SSA and
SAS Countries
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Services Trade Liberalization

Services trade has grown faster than merchandise trade through 2006, but
services remain an underexploited source of exports for developing countries.
While some countries are large services exporters, many are not. In addition,
many services are an important input to other goods exports: the com-
petitiveness of these exports on world markets may depend on the quality
of domestic services such as telecommunications, transport and distribution
services, and financial intermediation. Global outsourcing has become
important in promoting both goods and services exports. Liberalization of
services sectors can improve the quality and efficiency of a country’s services
and can raise both goods and services exports. It can also raise consumer
welfare. !>

In the last decade, countries have become more aware of the potential
benefits from services liberalization, but have made few commitments to the
GATS with respect to either intended opening of their services sectors or
intentions to bind restrictions to current levels. Such commitments often do
not reflect actual liberalization, since some countries have liberalized further
unilaterally or within the context of bilateral or regional agreements. But,
even if countries do not promise additional liberalization, multilateral com-
mitments are particularly important in services where there are considerable
first mover advantages. The WTI database contains three indicators of ser-
vices trade liberalization, which are based on GATS commitments. The first
indicator measures GATS commitments to liberalize for 150 countries,
based on a methodology developed by Hoekman (1997) and recently applied
to selected European countries (Hoekman and Eschenbach 2006) for all ser-
vices sectors and subsectors.'® This proxy is an imperfect measure of actual
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Figure 2.12. ECA and High-Income OECD Countries Have Committed the Most
to Open Their Services Sectors and Low-Income Countries the Least

A. Overall GATS commitment index, by regions (1-100, most liberal), 2007
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service liberalization as discussed above.!” For the time being it is, however,
the only widely available comparative indicator with a broad sectoral cover-
age.'® A GATS commitment liberalization index for banking services is also
available from the United States International Trade Commission (USITC).
A third set of indicators constructed by the International Telecommunica-
tions Union (ITU) measures competition and the maximum share of foreign
investment allowed in the telecommunications sector.

According to the GATS commitment index shown in figure 2.12 and
table 2.3, countries that have recently acceded to the WTO in the ECA region
and developed countries have committed to a greater degree of openness in
services trade than have other groups. Scores for the high-income OECD
countries vary. At the upper end are Iceland (64) and the United States (63),
and at the lower end are many EU countries (with commitment indices
around 50), Japan (49), and the Republic of Korea (41).
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Table 2.3. Most Developing Countries, Save WTO Accession Countries, Have
Committed Little in the GATS

20 most committed 20 least committed
GATS commitments GATS commitments
Country index, 2007 Country index, 2007
1. Moldova 843 130. Togo 4.0
2. Georgia 70.5 131. Namibia 39
3. Latvia 691 132. Bangladesh 33
4. Kyrgyz Republic 66.6 133. Mauritania 33
5. Albania 651 134. Burkina Faso 32
6. Iceland 64.4 135. Uganda 32
7. Armenia 63.2 136. St. Kitts and Nevis 31
8. United States 627 137. Cameroon 31
9. Lithuania 59.7 138. Mali 3.0
10. Macedonia, FYR 581 139. Costa Rica 2.8
11. Hungary 58.0 140. Chad 27
12. Oman 574 141. Central African Republic 25
13. Estonia 56.7 142. Guinea-Bissau 24
14. Norway 56.5 143. Maldives 23
15. Jordan 56.4 144. Niger 23
16. Saudi Arabia 55.5 145. Fiji 22
17. Australia 54.8 146. Congo, Dem. Rep. of 22
18. Switzerland 537 147. Belize 1.6
19. South Africa 53.4 148. Tanzania 1.0
20. New Zealand 52.2 149. Madagascar 04

Few developing countries reach similar levels of commitments: indices
range from a low of 0.4 in the case of Madagascar (lowest commitments) to
84 (highest) for Maldova, a small open economy with very limited infra-
structure, especially in the telecommunications and banking sectors. Moldova
acceded to the WTO in 2001 and has FTAs with Romania and other Central
European countries, Russia, and nine other Commonwealth of Independent
States (CIS) countries. Other countries following closely are those in ECA
that have joined the WTO during the past decade. In comparison, the three
countries that acceded in 2007, Saudi Arabia, Tonga, and Vietnam, have
committed to a relatively lower degree of services trade liberalization, with
their commitment indices ranging from 56 for the former to 43 for the two
latter countries.

Most developing countries score below 40, including China (36), which
has committed less than (smaller) countries in Southeast Asia (for example,
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Cambodia with 49) and ECA as a condition of WTO accession. Low-income
countries have committed less than other groups in terms of liberaliza-
tion. The champion of services trade liberalization under the GATS is the
ECA region (see first panel of figure 2.12), with the exception of Turkey.
In fact, half of the most committed 20 countries are in ECA, as are six
developed countries. The SAS, SSA, and LAC regions have the lowest
degree of commitments, with most countries in the southern part of the
African continent scoring below 10. The most extensive commitments
among SSA countries have been made by two coastal, open economies,
South Africa (53) and the Gambia (52) and by two landlocked countries,
Lesotho (47) and Burundi (35). But 17 out of the bottom 20 countries are
in the SSA region.

Looking at the pattern of commitments made across sectors, high-income
countries have a more open stance across most sectors relative to other income
groups. Low-income countries exhibit a higher or similar average commitment
to services trade liberalization compared to rich countries in a few sectors,
namely in health and other social sectors and in tourism and travel (see
figure 2.13)." An additional index by the ITU measures the degree of foreign
participation allowed in the telecommunications sector on a scale from 0 to
100 percent. It shows all ECA countries being fully open and other regions
having an average score higher than 80. The EAP region is at the bottom
with a score of 59.

External Environment

Access to global markets for exported products is an important element of
an outward-oriented development strategy of many developing countries.
Domestic policies may support trade, but export growth could be limited if
third-party markets are closed to exporters’ products. The indicators in the
WTI database suggest that, in general, low-income countries face the highest
entry restrictions in the world market to their exports and upper-middle-
income countries face the lowest.

The Market Access (MA) version of the Trade Restrictiveness Indices in-
cludes all the available data on both unilateral and reciprocal tariff preferences
granted.?’ They are available for two recent years, 2005 and 2006. One version
is based on tariffs only and another includes also nontariff measures (MA-
TTRI and MA-OTRI, respectively).?! According to the MA-TTRI for all goods
(shown in figure 2.14) as well as the MA-OTR], all regions’ market access has
improved from 2005 to 2006, but in agriculture it has deteriorated for the
ECA, SAS, and high-income OECD countries. Exporters in SAS have faced
the highest barriers equivalent to a uniform tariff of 7.3 percent (or 18 percent
when considering nontariff measures). The next highest barriers are faced by
the SSA and EAP regions among developing countries, with the OECD coun-
tries also facing relatively high tariff barriers to their exports. The barriers
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Figure 2.14. Market Access Is More Restricted in Agriculture

A. MA-TTRI (including preferences), all goods (percent)
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faced by SAS are 204 percent higher that those faced by the MNA region and
115 percent higher than those faced by the LAC region. The LAC and ECA
regions faced more restrictions than MNA exporters, who enjoyed the most
favorable market access.?? In agriculture, where nontariff measures are often
very restrictive, the SSA and EAP regions faced MA-OTRI values (equivalent
uniform tariff rates) of over 30 percent and the four other regions in the
developing world between 20 percent and 30 percent (see second panel of
figure 2.14).

This pattern is confirmed when an alternative measure of market access,
available for all years through 2006, is considered—the weighted average of the
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Figure 2.15. SAS Exporters Face the Highest Tariff Barriers and MNA's the Lowest

A. ROW applied tariff (including preferences)—all goods (percent)
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rest-of-the-world (ROW) applied tariff (including preferences) facing export-
ers. Large improvements in market access for all regions between the early and
mid-2000s are evident from figure 2.15. This measure confirms that the MNA
region enjoys the most favorable market access when compared to other re-
gions, while the SAS region faces the worst access. Since the beginning of the
2000s, the LAC region’s market access has improved the most (in both per-
cent and percentage point terms). The SSA region’s market access worsened
significantly in 2005 from the earlier period, then improved considerably in
2006, even when compared to the early 2000s level. The increase in tariff
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barriers for SSA between the early 2000s and 2005 may have reflected the
general reduction in market access for agricultural products, which affected
overall market access for SSA more than other regions (many countries in
the SSA region are larger exporters of agricultural commodities relative to
other goods than other countries). SSA exporters continue to face the high-
est tariff barriers overall and, among developing regions, also in agriculture.
Exporters in the low-income country group also face the highest tariffs at 3.7
(trade weighted, and including preferences).

The most recent sharp improvements (in 2006), however, may not imply
a substantial improvement in tariff policies by importing countries, but may
reflect the recent effort to improve the coverage and quality of information
on preferences in the (harmonized) databases by the Geneva-based trade-
related agencies, and especially the ITC. In the case of the large improvement
in LAC’s market access in agriculture in 2006, for instance, many countries
in the region exhibit sudden and very large declines (by more than 50 per-
cent) in their row applied tariff averages, including Brazil and Argentina.?
However, the only development affecting the market access indicators
was the December 2005 entry of Reptblica Bolivariana de Venezuela into
Mercosur, which clearly cannot explain the size of the changes in the 2006
market access indicators. Better coverage of existing preferential arrange-
ments appears to be the most likely explanation for such changes. However,
even if the evolution of preferences may be hard to detect due to historical
data weaknesses, the cross regional pattern for all goods seems to be very
similar over time.

There is, however, a lot of variation in market access among countries, as
illustrated in table 2.4, which shows the countries enjoying the most and
least favorable market access in 2006 according to the MA-TTRI. Half of the
countries with the lowest access were in the SSA region, though 7 out of the 20
with the highest access were also in the SSA region. Market access varies accord-
ing to the specific products each country exports. In the earlier section on tariff
dispersion and maximum tariffs, it was clear that some goods are protected
much more than others, particularly agricultural products, in high-income
OECD countries. Qil exporters account for a large share of the countries with
the highest market access (7 out of 20). Central American countries for which
garment exports are important faced considerable barriers until early 2006.%
Market access for cotton exporters to the United States has improved sig-
nificantly since the Dominican Republic—Central America Free Trade Agree-
ment became effective in April 2006, but this change will be reflected only
when the 2007 tariff indicators recorded in the international databases are
updated (a following section discussing the value of U.S. preferences, how-
ever, does include such information, as it is based on information from
national sources).

The top and bottom list according to the rest-of-the-world applied tariffs
(rather than the MA-TTRI) shows some different countries on the top and
bottom 20 (the country coverage of this indicator is larger and the method
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Table 2.4. Oil and Commodity Exporters and Rich Countries Enjoy the Best
Market Access (2006)

Country MA-TTRI Country MA-TTRI
1. Botswana 04 106. Albania 235
2. Central African Republic 12 107. Guatemala 239
3. Niger 13 108. Bangladesh 241
4. Nigeria 13 109. Kenya 244
5. Algeria 1.5 110. Ghana 25.0
6. Gabon 19 1M. Madagascar 25.6
7. Venezuela, R. B. de 2.0 112. Nicaragua 25.6
8. Azerbaijan 21 113. Togo 25.6
9. Belarus 24 114. Burkina Faso 26.6
10. Brunei 2.8 115. New Zealand 26.8
11. Saudi Arabia 2.8 116. Malawi 283
12. Norway 29 117. Nepal 288
13. Sudan 29 118. Burundi 32.2
14. Namibia 31 119. El Salvador 325
15. Oman 34 120. Mauritius 327
16. Iran, Islamic Rep. of 3.6 121. Uganda 327
17. Qatar 3.6 122. Rwanda 33.6
18. Israel 39 123. Honduras 349
19. Russian Federation 45 124. Bolivia 35.2
20. Switzerland 45 125. Cambodia 46.0

to calculate access is different), though on average, the story is similar (see
table 2.5). For example, there are 7 SSA countries in the top 20 and 7 in
the bottom 20, as well as various small Caribbean and Pacific islands that are
not covered in the TRIs but appear here as they have high market access.
However, three African producers, Benin, Mali, and Burkina Faso, rank at
the very bottom in terms of market access, reflecting the high import tariffs
imposed by other developed and developing countries on cotton, a very
important product in their export baskets. Box 2.1 discusses market access
for garment exporters.

Market access is strongly and significantly correlated with trade and export
performance, as illustrated in figure 2.16.% The different patterns of market
access among different countries, regions, and income groups are driven pri-
marily by differences in the product composition of exports. To the extent that
countries in a particular group have similar types of exports, there will be sys-
tematic differences among country groups. Since agriculture generally faces
greater restrictions in terms of market access than manufacturing, regions and
countries exporting mainly agricultural products generally have lower market
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Table 2.5. Small Islands Enjoy Lowest Tariff Barriers, While Cotton Exporters the Highest, 2006
ROW applied tariff, ROW applied tariff,
weighted average, weighted average,

Country all goods Country all goods

1. Liechtenstein 0 184. Vietnam 538

2. Bermuda 0.02 185. Korea, Democratic People’s Republic of 595

3. Congo, Dem. Rep. of 0.09 186. Somalia 6.02

4. Equatorial Guinea 0.10 186. Malawi 6.09

5. Cayman Islands 0.12 187. Swaziland 6.40
6.Botswana 013 188. Honduras 6.55

6. Libya 013 189. Pakistan 6.83

6. Nigeria 013 190. Uzbekistan 795

9. Sdo Tomé and Principe 017 191. Cyprus 8.08

10. Venezuela, R. B. de 0.20 192. Macao, China 8.30

1. St. Lucia 0.23 193. El Salvador 8.41

12. Azerbaijan 0.24 194. Cambodia 8.69

12. St. Kitts and Nevis 0.24 195. Afghanistan 9.42

12. Bahamas, The 0.24 196. Lesotho 9.67

15. French Polynesia 0.25 197. Monaco 1013

16. Central African Republic 0.31 198. Haiti 10.53

17. Angola 0.33 199. Cuba 10.82

18. Gabon 0.34 200. Northern Mariana Islands 12.61

19. Papua New Guinea 0.35 201. Benin 12.84

20. Bosnia and Herzegovina 0.40 202. Mali 15.31

20. Armenia 040 203. Burkina Faso 23.02

access than those where minerals and manufacturing dominate exports of
goods. Indeed, both the MA-TTRI and the MA-OTRI are positively and sig-
nificantly correlated with the export share of agriculture (see figure 2.17,
which plots the latter two indicators) Conversely, given the importance of oil,
gas, or manufactured products in their export baskets, exporters like Nigeria,
Republica Bolivariana de Venezuela, Gabon, Mexico, many MNA countries,
the EAP region, and the high-income countries face more favorable market
access conditions.

Duty-Free Trade

What the discussion on tariff barriers does not reveal is that a substantial
amount of trade between some countries is free, with countries trading under
tariff lines with a MFN-O0 rate or with partners in FTAs or CUs. The first type
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Box 2.1. Garment and Textiles Exporters Also Face Higher Tariffs
Than the Rest of the World

Garments and textiles are very important export items for many countries. They
are found among the top five export products for 45 countries. These countries
are mostly concentrated among the low-income (16) and lower-middle-income
(18) groups.” For this group, real growth rates of total trade and of exports
(8.3 and 8.7 percent, respectively) have been higher since the late 1990s relative to
the trade and export growth rates of the rest of the world (nongarment export-
ers, 7.4 percent and 6.7 percent, respectively). On average, garment exporters
tend also to be more trade integrated than the rest of the world. Their average
trade share in GDP is 106 percent relative to 98 percent for the comparator
group, despite the fact that some of the largest exporters are also large coun-
tries having relatively low integration ratios (such as India, Bangladesh, Pakistan,
and Turkey). As expected, natural resources (mining) account for a much lower
proportion of their total exports and their export bundles are more diversi-
fied (with a low export concentration index of 31) than those for the rest of
the world (40).

Despite their heavier use of preferences, garment-exporting countries face a
significantly less favorable market access for their (total) exports than the rest of
the world, both for the group in its entirety and for the subset of garment ex-
porters in developing countries. In 2006, the latter group faced a weighted aver-
age tariff (including preferences) on their nonagricultural exports of 3.5 percent
versus 1.8 percent for the rest of the developing world. And this was the case
even though the value of EU and U.S. preferences utilized by the subset of gar-
ment exporting countries in the developing world was relatively high, equivalent
to 6.1 percent of their total exports to these two economies, more than double
the value of such preferences for the rest of the world (3 percent).

Most other trade policy, institutional environment, and trade facilitation in-
dicators appear in line with those of the rest of the world and with the middle-
income country group averages. Among the few notable, the garment-exporting
countries tend to have a much stronger home production bias in their tariff
schedules than the rest of the world. Their production-weighted average tariff
(including preferences) is substantially higher (10.5 percent for the entire group
and 14.2 percent for the subset of developing countries) than the rest of the
world’s (4.9 percent) or the rest of the developing world (7 percent).

of trade flows are shown in the first panel of figure 2.18. Across regions the aver-
age share of exports that are subject to MFN-0 is in the range of 26 percent to
45 percent, with the SAS and LAC regions below 30 percent. All regions show
substantial increases (34 percent on average) in the proportion of MFN-0 trade
since the late 1990s. The SAS region has the highest increase (88.5 percent),
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Figure 2.16. Better Market Access Helps Trade and Export Performance
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but from the lowest base (14 percent). The SSA region had the highest level
of MFN-0 trade at 39.4 percent in the late 1990s and has experienced the
smallest increase since—by only 15 percent.

Given the rapidly expanding web of North-South bilateral FTAs and some
regional South-South FTAs or CUs (such as the South Africa Custom Union
among some Southern African countries), another share of trade is taking

Figure 2.17. Agricultural Exporters Face Higher Market Access Barriers
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Figure 2.18. Duty-Free Trade Has Increased Significantly
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place duty free.?’ In the developing world, the pattern is similar to what was
found earlier for free trade taking place under multilateral arrangements,
with the SAS and LAC regions displaying the smallest shares of their ex-
ports being directed toward (reciprocal) free trade partners. The SAS region
stands out as having no trade with FTA/CU partners in the late 1990s and
only 2.2 percent of exports to, and 1.2 percent of imports from, FTA/CU
partners in 2006. The increase in trade shares with FTA/CU partners signals
the possible extent of trade diversion occurring through such agreements,
but to prove it, a more detailed analysis would be needed, correcting for
the overall growth of trade for each group and the overall composition of
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exports. Developing country import share from partners has increased
much faster (122 percent) than export share to partners (because high-in-
come countries’ export shares have risen faster).

EU and U.S. Preferences

In the case of preferences granted by the European Union and the United States
unilaterally or under reciprocal trade agreements, detailed, easily accessible
customs data exist that allow accurate estimates of how much trade is occur-
ring under such preferences. Almost half of U.S. imports and about 63 percent
of EU imports in 2006 are subject to MFN-0 rates. However, at 29 percent,
the corresponding figure for U.S. imports from developing countries is much
lower, as these countries tend to export more goods that are more protected;
some examples are sugar and garments. For those countries that already
have a high percentage of their exports entering the EU and the United
States under MFN-0 rates, preferences are largely irrelevant. Afghanistan,
Burundi, the Central African Republic, Djibouti, Guinea, Guinea-Bissau,
Sierra Leone, and Zambia have over 97 percent of their exports to the
United States facing MFN-0 duties. For the EU, over 98 percent of the exports
from Angola, Burundi, the Central African Republic, Liberia, and Sierra
Leone and 52 percent of those from least developed countries faced MFN-0
duties.?

In addition to those goods subject to MFN-0 tariffs, almost 23 percent
and 17 percent of imports by the United States and EU, respectively, were
eligible for some form of preference (34 percent and 16 percent, respec-
tively, when considering preferences given to developing countries only).
The overall value of such potential preferences was, however, 0.9 percent
of the value of U.S. imports and 1.1 percent of the value of EU imports
from the eligible countries.?” The corresponding figures for developing
countries were 1.2 percent and 1 percent (figure 2.19). The remaining
29 percent of U.S. imports was not eligible for preferences and on average
paid an MFN tariff of 5.3 percent. Of total EU imports, 20 percent were
not eligible for preferences and instead were subject to an average MFN
tariff of 7.1 percent.

Three measures were calculated to assess the extent to which countries
take advantage of the preferences that they are granted. The first is the “take-up
rate of preferences,” defined as the ratio between the value of a country’s ex-
ports claiming some kind of preferences and the value of exports eligible for
preferences. The take-up rate for U.S. and EU trade partners is 66 percent. For
the subset of developing countries, these rates are only slightly lower. The
“value of preferences,” which takes into consideration the actual tariff savings
on those exports for which preferences are claimed, is generally small relative
to the overall value of a beneficiary country’s exports to the United States and
EU, equivalent to about 3.8 percent on average. The indicator varies a great
deal among regions and countries (see figure 2.19 and table 2.6), with the
average LAC country benefiting the most from EU and U.S. preferences and
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Figure 2.19. Benefits from Preferences Vary across Regions from Low to Modest
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B. Utilization rate of EU and U.S. preferences
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Note: The utilization rate is the ratio of the value of claimed preferences and the value of potential preferences.

Sources: World Bank calculations based on USITC tariff and trade flows data for the United States; Trade Analysis and
Information System (TRAINS) tariff and European Statistics Database (EUROSTAT) detailed trade flows for the EU.

ECA countries benefiting the least. The top 20 beneficiary list (table 2.6) is
dominated by the least developed among the African, Caribbean, and Pacific
countries that benefit from the EU’s “Everything But Arms” initiative and
from the United States’ African Growth and Opportunity Act. In addition, the
value of preferences is high for some MNA countries with which the United
States has an FTA (for example, Jordan) or that benefit from especially low
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Table 2.6. Some Countries Draw High Benefits from Preferences, Others None
Preferences Preferences value Preferences Preferences
utilization rate (%) (% of exports) utilization rate (%) actual value
(EU + U.S,, (EU + U.S,, (EU + US,, (% of exports)
Country 2005-06) 2005-06) Country 2005-06) (EU + U.S., 2005-06)
1. Swaziland 99.6 33.5 157. Marshall Islands 73.0 0.0
2. Fiji 999 311 158. China 597 0.0
3. Belize 99.8 272 159. Timor-Leste 9.2 0.0
4. Dominica 99.6 257 160. Liberia 24.6 0.0
5. Andorra 100.0 22.6 161. Central African Rep. 30.0 0.0
6. Guyana 99.6 219 162. Brunei 07 0.0
7. Mauritius 967 217 163. Cayman Islands 29 0.0
8. Barbados 96.8 189 164. Iraq 6.3 0.0
9. Seychelles 927 187 165. Bermuda 0.0 0.0
10. Maldives 98.8 187 166. Channel Islands 0.0 0.0
11. Malawi 974 16.3 167. Hong Kong, China 0.0 0.0
12. Jordan 97.6 147 168. Isle of Man 0.0 0.0
13. Lesotho 99.8 4.6 169. Japan 0.0 0.0
14. Haiti 981 14.3 170. Korea, Dem. Rep. of 0.0 0.0
15. Solomon Islands 99.5 124 171. Korea, Rep. of 0.0 0.0
16. Greenland 99.7 12.0 172. Myanmar 0.0 0.0
17. Madagascar 95.5 n4 173. New Zealand 0.0 0.0
18. Cape Verde 90.2 13 174. Puerto Rico 0.0 0.0
19. Cuba 971 11 175. San Marino 0.0 0.0
20. St. Lucia 99.5 10.2 176. Taiwan, China 0.0 0.0

Sources: World Bank calculations based on USITC tariff and trade flows data for the United States; TRAINS tariff and EUROSTAT detailed trade flows for the EU.

Note: Countries ranked by value (expressed as a percent of bilateral exports) of claimed preferences.

preferential tariffs (thus high preference margins) under its Generalized
System of Preference scheme (for example, the West Bank and Gaza and
Egypt, although they do not make the top 20 list).

The third preference measure is the “utilization rate of preferences,” defined
as the ratio between the value of actual preferences claimed and the value of
potential preferences (see footnote 41). Despite common concerns about
restrictive standards and rules of origins discouraging exports from developing
countries with weak institutional capacities and limited processing facilities
for high-value added, the overall picture in terms of utilization of preferences
is positive, with an overall rate of 71 percent. However, Chad, the Republic of
Congo, and Gabon are examples of countries characterized by limited utiliza-
tion of U.S. preferences, with both take-up and utilization rates below 30 per-
cent. Afghanistan, Chad, and other small countries, such as Brunei, Macao
(China), and the Marshall Islands, are examples of countries with low utiliza-
tion of EU preferences, below 20 percent.
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Overall Business and Institutional Environment

The prevailing business environment and the quality of governance in a given
country can significantly affect the country’s performance in world trade.>! Busi-
nesses face lower transactions costs in countries that have better institutional
environments; similarly, exporters face lower transactions costs when exporting
in better institutional environments. Entry and expansion of businesses is sup-
ported by a good institutional environment. Better business environments can
also be expected to support the growth of exports and stability of export growth.
Risks associated with exporting are lower when the business environment, and
therefore supplies, inputs, and distribution needs are more predictable and sta-
ble and can support new product lines, diversification, and innovation. Natural
resource/mineral exporters, or exporters requiring less support from the overall
business environment and domestic market conditions, can be expected to do
better than manufacturing exporters in poor institutional environments. Con-
versely, as the literature indicates, rents from natural resources may encourage
rent seeking and corruption and lead to worse institutional environments.

The “Ease of Doing Business Rank” from the World Bank’s Doing Business
project captures information on a number of dimensions relevant to trade. It
measures several aspects of regulation and processes required to start and oper-
ate businesses, to enforce contracts, and to trade across borders, among others,
and ranks countries along all these categories. The latest rankings are based on
surveys conducted in 2007.%* A higher ranking in the Doing Business database
denotes worse institutional/business environments.

Figure 2.20 (panels A and B) indicates that countries having better institu-
tional environments also tend to have a higher share of manufacturing exports
and lower export concentration. In fact, worse performance on institutional
rankings tends to go along with a higher share of mining exports.

The Worldwide Governance Indicators (WGI), which provide alternative
measures of the institutional environment, are also included in the WTI
database.®® Two measures are considered here: regulatory quality and control
of corruption.** Regulatory quality measures the ability of the government to
formulate sound policies and regulations that permit and promote private sec-
tor development. Control of corruption measures the extent to which public
power is exercised for private gain, including petty and grand forms of corrup-
tion, as well as “capture” of the state by elites and private interests.

Countries that have better regulatory quality on average also tend to have
a greater share of manufacturing and services in exports and lower export
concentration. Figure 2.20 (panels C and D) shows some of these relationships.
Conversely, countries whose production/export bundles are very concentrated
in minerals/commodities have greater opportunity for rent seeking and cor-
ruption, as well as lower demand for competitive markets and effective regu-
lation, though these are instances where improvements in regulatory quality
are most needed (mining share in exports is indeed lower in countries with
better governance). In addition, real export growth and export growth volatil-
ity are lower in countries with better regulatory quality.®® (This is not shown
in the graphs). Similar results hold for countries that have lower corruption

(or better control of corruption).



Figure 2.20. Countries with Better Institutional Environments Tend to Have
Lower Export Concentrations and Higher Shares of Manufacturing Exports

A. Doing Business rank versus Export Concentration Index

100

export concentration index, 2005-6

0 50 100 150 200
Doing Business rank, 2005-6

B. Doing Business rank versus manufacturing share in exports

100

manufacture share in export, 2005-6

0 50 100 150 200
Doing Business rank, 2005-6

C. WGI regulatory quality versus export product concentration

100
b
I
o

~

x

[}

©

£ 60
c

9

8

€ i
S 40
(v}

c

o

v

v

8 204
x

v

0 T T T T 1
-3 -2 -1 0 1 2

WGl regulatory quality, 2005-6

37



38

World Trade Indicators 2008

Figure 2.20. (Continued)

D. WGl regulatory quality versus manufactures share in exports
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Trade Facilitation®

The quality and performance of trade facilitation and logistics services have a
significant effect on trade and competitiveness. As it complements existing
international indicators that measure some aspects of the logistics environ-
ment (such as the World Bank’s Doing Business measures and the World
Economic Forum’s Global Competitiveness Index), a recent study by
the World Bank provides a comprehensive assessment of the logistics gaps
and constraints facing 151 countries (World Bank 2007b). The composite
Logistics Performance Index (LPI) summarizes seven areas of performance:
(i) efficiency and effectiveness of the clearance process by customs and
other border control agencies; (ii) quality of transport and information
technology infrastructure for logistics; (iii) ease and affordability of arrang-
ing shipments; (iv) competence in the local logistics industry (for example,
transport operators and customs brokers); (v) ability to track and trace
shipments; (vi) domestic logistics costs (for example, costs of local trans-
portation, terminal handling, and warehousing); and (vii) timeliness of
shipments in reaching destination.?’

Unsurprisingly, countries that top the LPI rankings are all developed econo-
mies that are major global transport and logistics hubs (for example, Singapore,
which ranks first) or have a strong service industry (Switzerland). Logistics
services in these countries tend to benefit from economies of scale and are
often sources for innovation and technological change. The average score on
the index for high-income countries (3.7 out of a maximum of 5) is signifi-
cantly ahead of that of even the best-performing developing regions, as shown
in figure 2.21. Among the latter, the ECA and East Asia regions score highest,
and SAS and SSA the lowest. The high-income countries score 1.6 times higher
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Figure 2.21. Countries with Best Logistics Performance Are All Developed
Economies That Are Major Global Transport and Logistics Hubs
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4 —_
3.6
3] 27
25
23
5 2-
'| -
0 T T T 1
low-income lower-middle- upper-middle- high-income
income income
B. LPI (1-5 scale), by region, 2006
4 3.8
33
3 -
2.6 2.6
24 24 23 23
- I I
'| -
0 T T T T T T T
EAP ECA LAC MNA SAS SSA HI HI

OECD  non-OECD

Note: Underlying surveys were conducted in 2006. Maximum value of index is 5 and minimum is 1.

than the low-income countries on average. There are no developing countries
among the top 20 performers and no high-income countries among the bot-
tom 20 (all low-income countries).

At the bottom of the rankings are low-income countries that are land-
locked and geographically isolated or countries isolated because of conflict or
severe governance problems, like Afghanistan, which ranks last. In fact, land-
locked developing countries, especially in Africa and in Central Asia, are the
most logistically constrained, as they typically suffer from difficult geography,
poor access to logistics services in neighboring countries, and high coordina-
tion and transportation costs. The average LPI is in fact lower for landlocked
countries in SSA than for the region as a whole (2.22 versus 2.35). Nonethe-
less, three landlocked countries appear in the list of the top 15 performers in
the SSA region (out of 39 ranked in the LPI): Uganda (regional 8/global 83),
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Figure 2.22. Countries with Better Trade Logistics Integrate Faster
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Malawi (13/91), and Zambia (15/100). These three countries are served by
relatively efficient logistics providers. Uganda’s trucking industry has devel-
oped as a response to the demise of the Uganda railroad system. Malawi and
Zambia are integrated into South Africa’s relatively efficient transit system.

Differences in logistics performance are not simply linked to a country’s
income or development level. While all developed countries are top per-
formers, there is much dispersion among lower-middle-income and higher-
middle-income countries. For example, China ranks 30th of 150, while countries
in higher income groups, such as oil producers, rank lower. In addition to land-
locked countries discussed above, many of the countries ranked low on the
LPI within their regional and income groups are oil and gas producers. Algeria
(ranked 140th) lags significantly behind its neighbors Tunisia (60) and
Morocco (94). The same applies to the high-income Bahrain (36), Saudi
Arabia (41), Kuwait (44), and Qatar (46) relative to other high-income
non-OECD countries. While good logistics may promote exports, a strong
manufacturing sector may also promote better logistics. A lower LPI in these
countries may reflect these factors at work.

Countries doing relatively well on logistics performance are also likely to
do well in trade expansion and export diversification. This is the case for
instance of countries like South Africa (LPI rank of 24), Malaysia (27),
Chile (32), and Turkey (34) among the upper-middle-income countries; China
(30) and Thailand (31) among the lower-middle-income; and India (39) and
Vietnam (53) among the low-income (see tables 3.1 through 3.4). As illus-
trated in figure 2.22, countries with better performance on logistics also expe-
rience higher growth in their trade integration (trade-to-GDP ratio).



CHAPTER 3

Trade Outcomes

In 2007, based on World Bank estimates as of November—December 2007,
global trade in goods and services grew on average at an estimated 7.7 percent
in real terms, within the range of the 7 to 9 percent growth experienced in the
last decade. Export growth for developing countries (that is, low- and middle-
income countries) slowed to its lowest level (7.1 percent) since the 1990s.
High-income country performance also slowed, but only compared to the
period 2005-6, as its 2007 trade growth was nonetheless above historical
levels, so that in the most recent year both groups have seen similar growth
rates, at a little over 7 percent (see table 3.1).!

The lower trade and export growth among developing countries was largely
due to slower growth among low-income countries, as illustrated in figure 3.1
(for trade) and figure 3.2 (for exports). The only region with double-digit
(real) trade growth on a cross-country average basis in 2007 was ECA, which
recorded 10.6 percent growth and close to 10.2 percent for real export growth

Table 3.1. Developing Countries’ Export Growth Decelerated in 2007

Real trade growth percent

Countries 1995-99 20004 2005-6 2007
High-income 69 61 8.0 7.8
Developing 67 7.6 8.8 77
World 6.8 72 8.6 77

Real export growth percent

1995-99 20004 2005-6 2007
High-income 6.5 61 75 7.2
Developing 79 8.2 8.6 7]

World 7.6 77 84 71
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Figure 3.1. Low-Income Countries Experienced Largest Trade Growth
Slowdown in 2007
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(both significantly higher than the rest of the world) and which improved its
performance from 9.7 percent (the same rate for export growth) in 2005-6.
Other regions with trade and export growth rates above the world averages in
2007 were EAP and high-income OECD at around 8.5 percent. Trade growth
in the LAC region at 7.6 percent (6.3 percent for exports) was close to the
world average. The MNA region’s trade growth at 7.1 percent was around the
world average (5.4 percent for exports).

All other regions’ trade growth rates were lower than that of the rest of the
world, significantly so in the case of the high-income non-OECD group and
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Figure 3.2. Services Trade Grew the Fastest in Mostly High-Income
and Upper-Middle-Income Countries (2007)
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SSA. SSA countries experienced the slowest growth in the developing world,
at 6.4 percent (6.1 percent) on average, reflecting a continuous slowing from
7.9 percent (7.8 percent) in the mid-2000s and around 7 percent (8.4 percent)
in the preceding decade. Trade in the SAS region, which was the top per-
former in 20056 with an average growth rate of 11.9 percent (15.3 percent
for export growth), grew at only 6.9 percent (7.0 percent) in 2007. Trade in
the high-income non-OECD countries grew at the slowest pace, 4.4 percent
(3.2 percent for export growth), but down from the second highest level in
the mid-2000s.

At the country level, the reasons behind the very good performance and
poor performance have varied (see tables 3.2 and 3.3). At or near the top of
the trade and export growth lists (but not the world export market share
growth list) is Bhutan, which continues a trend of robust trade growth since
the late 1990s, but more recently is benefiting from stronger demand by India
for its hydroelectric power exports and globally for its tourism services.
Among the countries with the fastest trade and export growth in 2007 are
some African oil, gas, and other commodity exporters, such as Sudan, Angola,
and Sierra Leone (see table 3.2). The ECA region’s top standing in 2007 on
trade growth performance is driven to a great extent by an oil exporter in
Central Asia (Azerbaijan with a 11.8 percent trade growth rate and 21.1 per-
cent export growth rate); three Eastern European countries that recently acceded
to the EU (the Slovak Republic, Hungary, and the Czech Republic, with trade
and export growth rates between 12-18 percent); and a country that also is
benefiting from stronger association agreements with the EU (former Yugoslavia
Republic of Macedonia). The remaining high-performing countries are a mix
of low-, middle-, and high-income countries from all regions, including Haiti.
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Table 3.2. Many MNA and SSA Countries Are among Those with the Lowest
Trade Growth

Real trade growth Real trade growth
Country (latest 2007 or 2006) Country (latest 2007 or 2006)
1. Bhutan 304 141. Dominica 33
2. Sudan 25.2 142. Céte d'lvoire 29
3. China 217 143. Kuwait 29
4. Angola 184 144. Syrian Arab Rep. 29
5. Tunisia 17.8 145. Fiji 2.6
6. Morocco 17.5 146. Lesotho 23
7. Vietnam 17.2 147. United Kingdom 23
8. Slovak Republic 16.9 148. West Bank and Gaza 1.8
9. Macao, China 16.4 149. Pakistan 0.9
10. Sierra Leone 143 150. Papua New Guinea 09
11. Armenia 141 151. Congo, Rep. of 07
12. Macedonia, FYR 14.0 152. Tajikistan 0.6
13. Romania 139 153. Swaziland 0.4
14. Latvia 13.8 154. Bosnia and Herzegovina —012
15. Italy 137 155. Chad —04
16. Haiti 3.5 156. Yemen, Rep. of —07
17. Poland 13.5 157. Zimbabwe —24
18. Benin 133 158. Bahrain —36
19. Germany 131 159. Algeria —42
20. Korea, Rep. of 12.8 160. Mauritania —76

Among them are many countries that implemented ambitious liberalization
programs, linked to their accession to the WTO (China and Vietnam) or to the
EU during the last decade. Two MNA countries that are not oil exporters are
also near the top of the list: Morocco and Tunisia, which have favorable market
access to the EU and have just started ambitious economic reform programs.

Some of these same countries, such as Poland, FYR Macedonia, and the
Slovak Republic in Europe, and China and Haiti among developing countries,
are also top performers in services export growth. Other low-income countries
with growth rates of services exports above 10 percent include the Democratic
Republic of Congo, Bangladesh, and Burundi (see figure 3.2).

At the other end of the spectrum, the list includes oil producers that have
either suffered from declining oil production and net oil exports (for example,
the United Kingdom, Mexico, and Norway) or have not increased their pro-
duction quickly for a variety of physical and political reasons (for example,
Kuwait, Chad, Algeria, Bahrain, Nigeria, Oman, and the Islamic Republic of
Iran), including deliberately restraining their export volumes to sustain higher
world prices. The remaining ones are small economies, many of which have
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Table 3.3. Energy and Commodity Producers in SSA and a Number of Central
Asian Countries Expanded Their World Export Market Shares the Most

World market share World market share
growth of export growth of export
Country (2006/7 latest) Country (2006/7 latest)
1. Maldives, The 26.8 151. Seychelles, The —84
2. Benin 26.0 152. South Africa -89
3. Sudan 251 153. Syria —91
4. Angola 234 154. Papua New Guinea —-93
5. Kazakhstan 219 155. Pakistan —94
6. Mongolia 197 156. Bahamas, The —95
7. Macedonia, FYR 187 157. Burkina Faso —95
8. Azerbaijan 16.5 158. Nigeria —10.6
9. Slovak Republic 15.5 159. Algeria -n3
10. Tajikistan 147 160. French Polynesia -n5
1. Libya 13.0 161. Swaziland —1.6
12. Hungary 124 162. Yemen, Rep. of —121
13. Guinea 122 163. Bahrain —123
14. Croatia 1.8 164. Suriname —13.0
15. China 1.2 165. Botswana —132
16. Bosnia and Herzegovina 1 166. Kuwait —133
17. Poland 107 167. Chad —14.8
18. Moldova 9.8 168. Mauritania —222
19. Czech Republic 9.4 169. Tonga —35.8
20. India 93 170. Zimbabwe —96.6

suffered from domestic political uncertainties or subregional conflicts
(for example, the Democratic Republic of Congo and Zimbabwe).? The
20 worst export performers (in terms of growth) include 7 MNA countries
and 7 SSA countries. Pakistan’s weak trade performance clearly dragged
down that of the entire SAS region, which contains only a few, mostly large,
countries.

Table 3.3 lists the top and bottom performers in terms of expanding their
world export market share. This indicator can help identify countries that
are succeeding in improving the productivity and competitiveness of their
export sectors and thus in growing at rates exceeding the average growth
rate of world demand for their export basket. However, only a few countries
like Benin and China appear to fall in such category. Energy and commodity
exporters in SSA and a number of Central Asian countries dominate the top
20 list for this indicator of trade performance. The next large group consists
of trading partners and neighbors of the EU and of China. A notable feature
is that no high-income country appears on the top list. Another is that,
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except for China and India, no other large emerging economy is in the top
list. However, countries on the bottom list are mostly those challenged by
either poor economic policies, remoteness from major destination markets,
landlockedness, or internal political crises.

There has been some change in the structure of exports in global trade
and across regions. Globally, real merchandise exports for the world have
been expanding at a slower pace than services exports since the mid-1990s
through 2006, which accounted for about 27 to 29 percent of total exports
(and around 11 to 13 percent of GDP). In recent years, however, growth of
services exports has decelerated and according to preliminary World Bank
estimates was slower in 2007 than for merchandise exports. Real growth in
services exports went from 13.9 percent during 1995-99, to 12.1 percent in
2000-4, 8.7 percent in 20056, and 6.3 percent in 2007 for the world as a
whole.

Over these same years, services trade has grown the fastest in the upper-
middle-income country group, but average growth rates in the low- and
lower-middle-income countries were still higher than those of the high-
income countries. The MNA and ECA regions saw the fastest expansion in
services exports through 2004, with the latter sharing the lead role in the
high-income OECD countries during 2005-6, both with average annual
growth rates of 13.7 percent. MNA instead moved in the mid-2000s from
the leader to the slowest performer, while SSA raised its average growth rate
to 11.7 percent to become the second fastest growing region after ECA.

In the LAC region, the services share of exports fell by 13 percent (the
largest decline and a significant one). SSA and SAS followed with 11 percent
declines, partly due in the latter case to its still stagnant growth in the late
1990s and possibly stagnant prices for its booming services exports in the
more recent years. Among developing regions, SAS has the largest share of
services at about 31 percent of total exports, with the EAP, MNA, and LAC
regions just below 30 percent, but still well below the relatively stable share
of exports of the high-income OECD countries (37 percent in 1995-99 and
in 2006).

As a share of global exports, the overall merchandise share has been fair-
ly stable between 1995-99 and 2006, around 71 to 73 percent. However,
the share of agriculture has dropped significantly, from 23 to 16 percent
(a decline of over 30 percent). At the same time, manufacturing has increased
its share by 13 to about 36 percent, and the mining (including metals and
fuels) share rose by 23 to 22 percent.

The mining/fuel share of exports has increased since 1995-99 in all regions
but MNA (in which it has historically accounted for over 40 percent of ex-
ports) and EAP. In some cases, this increase has been very large: for example,
in LAC the share rose from 14 to 25 percent, in ECA from 19 to 26 percent,
and in SSA from 21 to 23 percent—all significant changes. The share of man-
ufacturing in exports rose in the EAP (by 15 percent from an already high
share of 44 percent) and SSA regions (by 71 percent from a low share of
10.4 percent) but fell by a large amount (=33 percent or about 17 percentage
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points) in the SAS region to 34 percent. Over the same period, the share of
agricultural exports increased 61 percent for the SAS region to 21 percent by
2006. In other developing regions, the share was either stable or declining (in
SSA it declined 34 percent, in ECA 28 percent, and in EAP 26 percent). The
high-income OECD countries saw a decline in their shares of manufacturing
and agriculture and an increase in the share of mining exports.

All regions and income groups have become steadily more integrated with
the world economy as measured by their trade-to-GDP ratios (see figure 3.3);

Figure 3.3. Trade Integration Has Been Rising across All Income Groups
and Most Regions

A. Trade share of GDP, by region, percent (merchandise + services trade)
200
180
160
140 —
120 —

100 —
80
60 —
40
20
0~ T T T 1
ECA LAC MNA SAS SSA HI HI

EAP

percent

OECD  non-OECD

[H1995-99 [@ 20004 [[2005-6 [ 2006/7 latest

B. Trade share of GDP, by income, percent (merchandise + services trade)

140
120

100

low-income lower-middle- upper-middle- high-income
income income

[H1995-99 [@ 20004 [@2005-6 [12007




48

World Trade Indicators 2008

the world average has increased from 86 to 97 from 1995-99 to 2007. The
average trade integration ratio for the high-income non-OECD group
(mostly small countries and/or mostly oil and gas producers) has climbed
from 165 percent in the late 1990s to the 2007 level of 208 percent, signifi-
cantly higher than all regions and income groups. In the developing world,
EAP is the most integrated, with a 116 percent trade-to-GDP ratio in 2007,
followed by ECA with 105 percent. SAS has the lowest trade-to-GDP ratio.
The other regions (MNA, LAC, and SSA) fall in between, around the high-in-
come OECD average integration ratio of 89 percent. As seen in figure 3.3,
second panel, there is a positive link between the importance of trade GDP
and income level. The average integration ratio of upper-middle-income coun-
tries is around 123 percent, while the corresponding number is 80 percent in
low-income countries.

All regions are more integrated than they were a decade ago, but the fastest
integrators have been the MNA (from 70 percent to 97 percent), ECA (from
88 percent to 105 percent), and EAP (from 99 percent to 116 percent) re-
gions. The SAS region’s integration ratio is also slightly higher with respect to
the previous decade.’ Regions whose average trade shares fell slightly in the
most recent year are EAP, ECA, and LAC.

In addition to income level, country size is also an important determinant
of a country’s integration.* In fact, small economies tend to be more depen-
dent on trade—8 of the top 10 economies could be characterized as “small”
in terms of population and territorial size (the exceptions being Malaysia
and Zimbabwe). Small island economies, in particular Singapore, Hong
Kong (China), and the Seychelles, show an integration ratio of more than
300 percent. Zimbabwe’s ratio (269 percent) has been rising fast even as
official trade shrinks as nominal GDP in U.S. dollars has fallen even faster.
Due to large domestic markets and/or a more diversified economy and
endowments, large countries like Japan, the United States, and Brazil (with
openness ratios of 26-35 percent) are at the bottom of the list for 2007.
Australia (39 percent) and India (45 percent, up from 25 percent in the late
1990s) are close behind.

However, 7 of the 20 least integrated countries are small African econo-
mies.” In these countries, policies and/or other factors (such as conflict,
landlockedness, and distance from main trading partners) may have limited
their trade integration. Most of the landlocked countries (37 in total), and
especially those in West and Central Africa (10), with average ratios of 90
and 51, respectively (excluding Zimbabwe as an outlier), are less integrated
than their regional and income group comparators. The exceptions (15)
constitute a sizable minority, however, suggesting that the inherent draw-
backs of landlockedness are not insurmountable, especially when surround-
ed by dynamic or rich neighbors. These landlocked countries with relatively
high trade integration are six European states in and outside the EU, four
Southern African countries, and five others: Tajikistan (with a 142 percent
trade share of GDP), Mongolia (125 percent), Paraguay (121 percent), the



Trade Outcomes 49
Table 3.4. Southeast Asian and Small Countries Are More Integrated Than Larger Developing Countries
Change in

Selected Trade integration Change in percent Selected Trade integration percent
developing ratio (trade as (1995-99 to developing ratio (trade as percent (1995-99 to
country percent of GDP, 2005-7) country of GDP, latest 2005-7)
(1-20) latest 2006/7) and rank (57-76) 2006/7) and rank

1. Malaysia 2097 57. Uruguay 627

2. Guyana 175.0 58. Turkey 611

3. Vietnam 1681 61.3 (3rd) 59. Tanzania 60.8

4. Jordan 149.4 60. Guatemala 58.6

5. Thailand 1477 51.3 (4th) 61. Indonesia 56.7 —7.0 (66th)

6. Lebanon 146.0 733 (Ist) 62. Eritrea 56.4 —477 (76th)

7. Cambodia 1451 704 (2nd) 63. Kenya 55.9

8. Panama 143.4 64. Sierra Leone 53.6

9. Bulgaria 131.0 65. Venezuela 52.5

10. Belize 1289 66. Russian Fed. 50.7 0.1(60th)

1. Mauritania 1254 484 (6th) 67. Cameroon 50.3

12. Lithuania 1227 68. Peru 48.5

13. Congo, Rep. of 122.6 69. Benin 481 —16.4 (71st)
14. Nicaragua 1212 451 (7th) 70. Bangladesh 475

15. Tunisia 19.3 71. India 45.2

16. Togo n7.8 35.6 (11th) 72. Sudan 43.6

17. Libya 106.8 58.0 (5th) 73. Argentina 433

18. Ghana 105.5 33.7 (13th) 74. Pakistan 419

19. Costa Rica 104.6 75. Colombia 273 3.3 (58th)
20. Croatia 103.8 76. Brazil 259

Note: This selected group of developing countries excludes all high-income, landlocked, and small island countries and territories.

Kyrgyz Republic (116 percent), and the Democratic Republic of Congo
(93 percent).

To allow a deeper comparison among countries, table 3.4 shows the rank-
ings on this indicator for a subset of developing countries that excludes
small island, high-income, and landlocked countries and territories.® South-
east Asian and small countries dominate the top list, with many exhibiting
also the biggest changes in trade integration. The bottom list has a bigger
share of large countries and a predominance of LAC (7) and SSA (7) coun-
tries. China is not on the chart, but it has one of the fastest growing integra-
tion ratios, currently 76 percent, up from just 38 percent in the late 1990s.
This is quite a high number when compared with other large countries,
whether developed or developing. On the other side, a number of oil and
mineral exporters concentrated in SSA also show a decline in trade integra-
tion, like Angola (—32.1 percent), Namibia, Nigeria, and the Republic of
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Figure 3.4. Among Developing Regions, MNA and SSA Are the Least Diversified,
and ECA and SAS the Most
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Congo, as well as two larger and more diversified EAP countries like Indo-
nesia and the Philippines.

As countries integrate further into the world economy, they also seek to
reduce risks associated with terms of trade fluctuations. They may at the
same time seek to raise exports by finding new markets or new product
niches. Different indicators are used to assess the degree of merchandise
export diversification. The WTI database has product and market concentra-
tion indices (at the SITC 3-digit level), number of products exported, and
share of top five export products that show broadly similar results in export
structures across regional and income groupings.” Figure 3.4 shows that
countries with higher income per capita also have lower export concentra-
tion. High-income economies (especially OECD members) are significantly
more diversified than developing countries.® Looking at the data overall, the
WTI data provide some evidence that export product concentration is posi-
tively and significantly correlated with volatility of real export growth (see
figure 3.5).910

Average world export concentration has declined since the late 1990s,
significantly so for the ECA region and high-income OECD countries.
Among developing regions, MNA and SSA countries are the least diversi-
fied, and ECA and SAS countries are the most diversified.!! The degree of
export diversification may be affected by many factors, but the data show
that the most specialized countries tend to be either mineral resource abun-
dant (oil exporters like Venezuela) or very small island economies (for
example, Samoa and Antigua and Barbuda).

The most diversified exporters are European countries, as 14 EU mem-
ber states are in the 20 least concentrated list.!2 Table 3.5, however, has
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Figure 3.5. Countries with Lower Export Product Concentration Exhibit Less
Volatility of Real Export Growth (2000-06)
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Note: The line is based on a simple OLS regression with an intercept. The regression coefficient is 0.1, significant at
the 5 percent level.

Table 3.5. OECD and Large Developing Countries Are Most Diversified, While
Oil Exporters, Small, Poor, Landlocked Countries the Least

Export Export
concentration, concentration,

Country 2006 Country 2006
3. United States 7.6 170. Guinea-Bissau 749
7. Korea, Dem. Rep. of 8.6 171. Saudi Arabia 75.5
1. Brazil 9.07 172. Solomon Islands 76.6
12. Thailand 95 173. Maldives, The 767
16. Serbia 10.6 174. Tajikistan 76.9
19. China 1.0 175. Aruba 775
22. Croatia n9 176. Iran, Islamic Rep. of 78.2
24. Lebanon 12.0 177. Bahrain 787
26. Canada 124 178. Libya 799
27. Indonesia 129 179. Gabon 837
28. Argentina 13.0 180. Nigeria 851
EU-27(1...20+) 13.5 181. Yemen, Rep. of 85.2
29. New Zealand 137 182. Congo, Rep. of 869
31. Bosnia and Herzegovina 13.2 183. S&o Tomé and Principe 869
32. India 14.2 184. Sudan 87.2
34. Ukraine 143 185. Equatorial Guinea 904
35. Jordan 14.5 186. Venezuela, R. B. de 91

36. Nepal 14.6 187. Micronesia 917
37. Japan 147 188. Iraq 924

39. El Salvador 15.0 189. Angola 95.5
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been adjusted: the average for EU countries is shown in a single row to
make it possible to show non-EU countries’ relative standing. If the EU
were considered a single entity, it would rank as the 12th most diversified
exporter. About half the list would still be occupied by OECD countries,
but the other half is populated by a variety of developing countries, includ-
ing all large countries like Brazil, China, India, and Indonesia; a single low-
income country, Nepal; and a country that is semi-closed to the outside
world, the Democratic People’s Republic of Korea. The list of the bottom
20 or least diversified economies includes 14 oil and gas exporters. If these
were excluded, the 20 most concentrated country list would include
Malawi, Bermuda, Burundi, the Faeroe Islands, Benin, the Seychelles, Samoa,
New Caledonia, Zambia, Haiti, Vanuatu, Botswana, Mali, and Mauritania—
all countries that are small, mostly poor, often landlocked, and many of which
are in Africa.

Table 3.6, which excludes major oil producers who tend to have very
concentrated export structures, shows that mineral products (such as dia-
monds in Botswana), primary products (mostly commodities), and tour-
ism and/or fishery-related goods (as in the case of small island or coastal
African and Pacific states) tend to account for a large fraction of the total
merchandise exports of the least diversified countries. If oil exporters are
included, however, the table of the most concentrated exporters would look
very different. Equatorial Guinea, Angola, Chad, Iraq, Nigeria, and Libya
would figure in the top 10. A highly concentrated export structure can be
self-reinforcing due to exchange rate appreciation over time (caused by for-
eign exchange inflows in resource-abundant countries with booming min-
eral or commodity export sectors), which have a negative impact on the
international competitiveness of other export sectors (referred to as Dutch
disease). And indeed, the group of oil- and commodity-exporting develop-
ing countries has experienced an average annual real appreciation of over
2 percent since 1995.

Some countries export to many markets and others to only a few. Having
a larger number of markets for products may help insulate exports from
demand shocks in importing countries. The index of export market (desti-
nation) concentration (higher numbers reflect more concentrated markets),
shows little variability among different income groups (average indices are
in the range of 40-47). However, on a regional basis the SSA, LAC, and
MNA regions are above 40 on average, compared to the SAS and the high-
income OECD group with indices around 30.'* Moreover, over time, SAS
displays a large improvement in diversifying its destination markets, with
the index dropping from 45 in the late 1990s to less than 30 by 2006,
slightly lower than even the high-income OECD average. Other develop-
ing regions that have diversified export markets are EAP and LAC. On the
import side, the picture is similar in terms of both patterns and trends except
for the high-income countries exhibiting a much more diversified choice of
source countries.
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Table 3.6. Top 5 Export Products for 10 Most and 10 Least Diversified Countries, 2005

Top 5 export

products

(Percent of

Country exports) Top 5 export products (shares of total exports)
Most diversified
1. Italy 129 Pharmaceutical (4 percent), auto parts (3 percent), cars (2 percent), footwear
(2 percent), industrial machines (2 percent)
2. Croatia 133 Ships (3 percent), wood (3 percent), pharmaceutical (3 percent), chair parts (2 percent),
polyethylene (2 percent)
3. Netherlands 137 Oils (4 percent), computers (ADPMs) (3 percent), pharmaceuticals (3 percent),
microcircuits (2 percent), computer parts (2 percent)
4. Austria 15.2 Cars (5 percent), auto parts (3 percent), engines (3 percent), pharmaceuticals (3 percent),
sound recording equipments (2 percent)
5. United States 157 Microcircuits (5 percent), auto parts (4 percent), cars (3 percent), aircrafts (3 percent),
pharmaceutical (2 percent)
6. Bulgaria 177 Copper (8 percent), flat-rolled iron (3 percent), outer garments (3 percent), electric circuit
equipments (2 percent), jackets (2 percent)
7. Greece 189 Pharmaceuticals (6 percent), aluminum (5 percent), olive oil (4 percent), outer garments
(2 percent), prepared vegetables (2 percent)
8. Poland 201 Auto parts (5 percent), cars (5 percent), internal combustion engines (4 percent), chairs
(4 percent), furniture parts (3 percent)
9. China 20.2 Office machines (5 percent), machinery parts (5 percent), toys (4 percent), telecommuni-
cation parts (3 percent), sound and TV recorders (3 percent)
10. Romania 20.6 Footwear (6 percent), electric cable (5 percent), outer garments (3 percent), auto parts
(3 percent), trousers (3 percent)
Most concentrated
10. Mauritania 95.81 Iron ore (43 percent), frozen fish (26 percent), seafood (21 percent), other iron (3 percent),
and fish (3 percent)
9. Bermuda 95.84 Ships (88 percent), pharmaceutical (4 percent), liquors (2 percent), iron ore (1 percent),
nitrogen compound (1 percent)
8. Micronesia 96.08 Frozen fish (90 percent), fish (2 percent), coffee (2 percent), nonferrous metal (1 percent),
bones (1 percent)
7. New Caledonia 96.60 Ferro-alloys (65 percent), nickel ores (26 percent), iron ores (3 percent), seafood
(1 percent), and iron scrap (1 percent)
6. Palau 9714 Fish (93 percent), construction machines (1 percent), prepared fish (1 percent), survey
equipments (1 percent), bones/ivory (1 percent)
5. Liberia 98.03 Ships (79 percent), rubber (10 percent), tugs/vessels (7 percent), iron ores (1 percent), scrap
iron (1 percent)
4. Cayman Islands 98.08 Ships (96 percent), coal (1 percent), flat-rolled iron (1 percent), fertilizers (0.4 percent), art
(0.4 percent)
3. Guinea-Bissau 9831 Nuts (86 percent), frozen fish (9 percent), seafood (2 percent), scrap iron (1 percent), saw
logs (1 percent)
2. Botswana 98.50 Diamonds (88 percent), nickel ores (8 percent), beef (1 percent), industrial diamonds
(1 percent), jerseys (0.4 percent)
1. Marshall Islands 9917 Ships (91 percent), frozen fish (6 percent), fish (1 percent), coconut oil (0.4 percent), fish

fillets (0.4 percent)

Note: This table does not include major oil exporters.






CHAPTER 4

Regional Analyses

East Asia and the Pacific’

EAP is one of the most dynamic regions, according to most trade performance
indicators (see table 4.1). Based on simple (unweighted) cross-country aver-
ages, the region is one of the most integrated in terms of trade to GDP and
has had a relatively high real growth in total trade since the mid-1990s. The
regional average trade integration ratio (trade share in GDP) has risen from
92 percent in 1995 to 116 percent in 2007, the second highest in every year
between 1995 and 2007 behind the high-income non-OECD country group.
At 210 percent, Malaysia’s trade integration is the highest in the region, fol-
lowed by Vietnam at 168.1 percent. However, this indicator is not available
for the majority of the Pacific islands, many of which would likely have high
openness ratios. Indonesia’s trade integration at 56.7 percent is the lowest of
the EAP countries and customs territories and is also much lower than the
global average (98.2 percent).

Real growth of trade in goods and services was estimated at 8.6 percent in
2007, well above the global average, while the mean export concentration
index has remained relatively unchanged (at 38.3 in 2006 on a scale of 0 to
100, highest) since the late 1990s and in line with the global average. Among
the economies in the region, trade performance varies greatly. Although out-
paced in 2004-6 by Vietnam, China reclaimed the highest growth in total trade
within the region in 2007 (at 21.7 percent). Cambodia has also consistently
registered double-digit real trade growth this decade. These three countries
acceded to the WTO in 2001, and their corresponding adoption of more open
policies required for accession has probably helped to boost their recent trade
performance. The other Association of Southeast Asian Nations (ASEAN)
countries (with the exception of Laos) exhibit much lower trade growth rates.
Papua New Guinea has the slowest growth rates in trade (—0.3 percent and
0.9 percent in 2006 and 2007, respectively).
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There is substantial variation among individual countries in terms of their
export structure (small island economies relying on tourism or a few key prod-
ucts affect the regional unweighted average). The countries with the highest
export product concentration in both 2005 and 2006 were the Federated
States of Micronesia (92 out of 100) and the Solomon Islands (77), while
those with the most diversified exports included Thailand and the Democratic
People’s Republic of Korea (both around 9) and China (11). If the smaller
islands are not included, the average export concentration index is a low 26.

On average, and relative to most other regions, the EAP countries have in-
creasingly adopted more open trade policies over the last decade. The MFN
applied tariff (simple average) for the region declined from 19.5 percent in
1995-99 to 9.6 percent in 2007, and the regional MFN TTRI was 4.9 percent
compared to the global average of 15.8 percent. Within the region, the Feder-
ated States of Micronesia had the lowest tariff average (4.5 percent in 2006),
followed by Mongolia (4.5 percent and 5 percent in 2006 and 2007, respec-
tively). China almost halved its MFN tariff (simple average) from 18.9 percent
to 10 percent between 1995-99 and 2007 due to the reforms it undertook
in preparation to and following its WTO accession. Its trade-weighted tariff
dropped even more, from 16.4 percent to 5 percent, over the same time
period. With respect to services, the region’s average GATS commitment
restrictiveness index was 78 in 2007 (on a scale of 0 to 100, best), several
points higher than the next best-scoring region (ECA with 49), the high-
income countries, and also the MNA (71) region.

Countries in the region face more favorable market access than the average
for the low-income group but worse than the average for middle-income
countries. The trade-weighted average of the rest-of-the-world applied tariff
(including preferences) for the region is 3.2 percent, slightly higher than for
all other regions but SAS. The two countries facing the highest tariffs are
Northern Mariana Islands (12.6 percent) and Cambodia (8.7 percent), while
the ones enjoying the lowest tariff rates are Papua New Guinea, the Marshall
Islands, the Solomon Islands, and Samoa. As for import barriers, the subregion
facing the lowest market access barriers is the non—-WTO accession ASEAN
countries. When factoring in nontariff measures, however, Cambodia stands out
as the country facing the most unfavorable export environment. Its MA-OTRI
value of 46 percent, which places it at the very bottom of the ranking on this
indicator among 125 countries, reflects both a high rest-of-the-world tariff
and much higher nontariff barriers and a low value of preferences. MFN-0
duty exports represented 39 percent of regional exports in 2006 (this share
exceeded 70 percent for Papua New Guinea, Timor-Leste, and Malaysia, and
was under 5 percent for the Marshall Islands, Palau, and Cambodia). A simi-
lar share of exports (38 percent) was channeled toward FTA partners,
although some of it overlapping with the MFN-O0 share of exports. The uti-
lization rate of EU and U.S. preferences is very low at 60 percent, and their
value (reflecting the narrow margins between MFN and preferential tariffs)
is only equivalent to about 3 percent of total exports to the EU and the
United States.
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Large exchange rate movements (on a real, effective basis) have been few
in 2007, with Papua New Guinea’s currency depreciating 4.9 percent and the
Philippines’ and China’s currencies appreciating 9.6 percent and 5 percent,
respectively. Even with a depreciating currency, export growth in Papua New
Guinea was negative (—3.4 percent) and in the Philippines and China it was
positive (6.5 percent and 23 percent, respectively), suggesting that other pol-
icy and institutional factors or international market developments were more
important in affecting trade performance in this period.

Overall, the EAP region ranks (or scores) near the world average on business
environment indicators, but lags behind in governance, including rule of law
and control of corruption, and in logistics and other trade facilitation perfor-
mance. Countries with the highest ranking on most of these dimensions in-
clude Malaysia and Thailand, while Myanmar and Timor-Leste score the lowest.
Nonetheless, the average export and import per container costs (US$952 and
US$1,106, respectively) are lower than in any other region (these figures, unsur-
prisingly, are highest for land-locked Mongolia, while they are lowest for China
and Malaysia). China’s logistics performance is better than the regional mean,
but its scores on the business and institutional environment indicators are only
average. Malaysia and Thailand noticeably outperform the regional average on
both the business environment and trade facilitation indicators; yet their recent
trade growth is below average. But these two countries were already among the
region’s economies with the highest trade integration ratio, and both experi-
enced (real effective) exchange rate appreciation beginning in 2005. Among
those countries that did not do as well as others in the region on trade outcomes,
Timor-Leste and Myanmar are also considerably below the regional averages in
trade facilitation and business and institutional environment indicators.

Europe and Central Asia

Overall, ECA has witnessed a sharp improvement in trade integration, as
illustrated by the selected indicators presented in table 4.2. The region also
exhibits the second highest trade openness ratio (105 percent in 2007, up
from 87 percent in 1995-99) in the developing world and the most diversified
export structure with an export concentration index of 26, compared with the
global average of 38. By now the economies of the ECA regions are among
the most integrated with the world economy. The ECA region also scores
quite well on trade logistics. Many ECA countries and customs territories are
among the top 20 performers in various categories and very few in the bot-
tom 20. The region had the highest average real growth of trade of goods and
services (9.5 percent) of any regional group in the early 2000s (11.5 percent).
In 2007, the ECA countries sustained their high trade and export growth rates.
Over half of the countries with available trade data show double-digit real
trade growth rate in 2007 (compared to one-fourth in 1995-99). As a result,
its average trade world market share grew by 5.7 percent, evenly distributed
between exports and imports.
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Within the region, trade performance is very heterogeneous. There is a
marked difference between the policies and performance of the EU accession
countries on the one hand and those in South-Eastern Europe and the CIS
countries on the other. Most of the countries with fast trade growth are those
that have recently joined the EU and have implemented policy reforms
in the context of their accession. The Slovak Republic saw the highest trade
growth of nearly 17 percent in 2007, its third consecutive year of double-
digit growth following its 2004 accession to the EU.? However, trade, export,
and import growth in the Kyrgyz Republic fell to just 4.8-5 percent in 2007,
with export performance up from negative figures in 2005-6 (—5.7 percent)
and import growth sharply down from a record 22.6 percent in the same
period. Other ECA countries with relatively weak trade growth include
Croatia, Bselarus, Ukraine, and Uzbekistan—all countries with poor trade
facilitation scores.

ECA countries have the highest average ranking on most trade policy indi-
cators and second highest average ranking on trade restrictiveness indices
in the developing world. The region’s trade-weighted tariffs in 2006-7 of
5.2 percent (on an MFN basis) or 3.7 percent (including preferences) are very
low; only the high-income OECD group has lower tariffs. With a few excep-
tions, ECA countries on average have tariff structures more in line with those
of OECD countries than other developing countries, reflecting the fact that
many have recently acceded to the WTO (such as Georgia, the Kyrgyz Repub-
lic, Moldova, and Ukraine) and others aspire to accede to the EU. In the case
of Georgia, a very high 86 percent of its tariff lines exhibit MFN-0 duties.
Moldova has the highest GATS commitment (liberalization) index. However,
Turkey and other former CIS and central Asian countries score relatively low
on many trade policy indicators. Uzbekistan, Russia, Belarus, and Turkey, for
instance, have MFN tariffs over 10 percent on either a simple average or trade-
weighted basis.

ECA exports face relatively low market access barriers, with only the Czech
Republic, Lithuania, Poland, the Slovak Republic, Tajikistan, Ukraine, and
Uzbekistan experiencing a rest-of-the-world weighted average applied tariff
of more than 3 percent. Moreover, over 43 percent of the region’s exports on
average are with FTA partners, more than any other regional group average.
Over all subperiods during the last decade, the ECA countries’ currencies, on
average and on a real, trade-weighted basis, have appreciated in the range of
3.2-5.7 percent annually. Large exchange rate appreciations (on a real, effec-
tive basis) have been experienced by Armenia (14.9 percent), Hungary
(12.2 percent), the Slovak Republic (10.8 percent), Romania (9 percent), and
to smaller extent by Bulgaria and Russia. Despite the exchange rate apprecia-
tion, export growth ranged from 18 percent to 5.6 percent, suggesting that
other policy and institutional factors, generally good economic performance,
or international market developments were more important in affecting trade
performance.

In business environment, institutional, and logistics performance, the EU
accession countries stand out as the best performers. Most new EU member
states are in fact catching up to OECD countries on some measures of logistics
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performance, and all rank in the top 50 with the exception of Lithuania
(ranked 58th on the LPI). Like other indicators, the institutional indicators
reflect the dichotomy between two sets of countries: transition economies in
the CIS (for example, Tajikistan, Kazakhstan, and Uzbekistan) are in the bot-
tom two deciles of rankings on both Ease of Doing Business indices (Ukraine
also falls in this category) and on trade facilitation. Their LPI scores suggest
that customs and border management are among their biggest weaknesses. In
logistics, Russia also scores significantly below the average for upper-middle-
income countries.

Latin America and the Caribbean

After experiencing a high 9.4 percent real growth of total trade in goods and
services in 20056, the LAC region’s performance slowed down to 7.6 per-
cent in 2007, though it was still well above the level of the previous decade.
Export growth also slowed to 6.3 percent from 7.6 percent in the mid-2000s,
in line with its historical performance. LAC’s average trade share of GDP in-
creased from 86 percent in 1995-99 to 91 percent in 2007, a smaller increase
compared to that of most other regions.

As shown in table 4.3, which presents selected indicators for the region, the
countries with the highest level of export growth belong to the Central Amer-
ican and Caribbean subregions. Despite doing much worse relative to the rest
of the region on all policy and institutional dimensions other than market
access, Republica Bolivariana de Venezuela experienced a rebound in export
growth (6 percent) in 2007 from stagnation in the mid-2000s (it also led the
LAC countries’ import growth with 11 percent). Facing a strong demand (and
higher prices) for its copper exports and expanded market access through
recent bilateral FTAs, Chile’s trade grew at 8.7 percent in 2007, boosting its
integration ratio (trade as share of GDP) to 73 percent from 54 percent in the
late 1990s. Mexico, well above the regional averages on many dimensions of
policy and institutions, except when nontariff measures are considered (see
below), experienced a sharp reduction of trade growth in 2007 to 3.9 percent,
but its trade growth rate since 1995 (after North American Free Trade Agree-
ment [NAFTA] and a subsequent financial crisis) has been around 10 percent,
with export growth being even higher.

The export structure of countries in the region is relatively diversified, with
an average export product concentration index of 36 in 2006, in line with the
average for middle-income countries. Reptblica Bolivariana de Venezuela is
the country with the highest product concentration in the region (91 out of
100), due to its dominant oil exports. Brazil and Mexico, despite being major
oil and commodity exporters, have diversified and have low levels of export
concentration (9 and 15, respectively).

On average, LAC countries exhibit a relatively open trade regime, with
protection indicators in line with both global and middle-income countries’
averages. These indicators have improved from their historical levels. The
region’s MFN TTRI of 8 percent is lower than the 10.9 percent level of the
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early 2000s, but remains higher than in ECA and EAP (4.9 percent and 5 per-
cent, respectively). The LAC region, however, has fewer and weaker services
liberalization commitments under the GATS than is the case with respect to
middle-income countries and global averages. However, these countries may
have liberalized more than is indicated by this measure through their FTAs.

Tariff dispersion is very low, with Chile topping the list given its quite uni-
form tariff structure. The region’s maximum tariff rate of 130 percent is also
the lowest when compared to all other regions. However, LAC countries make
more frequent use of nontariff barriers than other regions. According to the
OTRI, the largest middle-income countries in the LAC region like Brazil and
Mexico tend to be the most restrictive when factoring in nontariff measures
(20.1 and 18.0, respectively). Given the preferences imports from its neigh-
bors and other distant countries enjoy under NAFTA and a host of other FTAs,
it is surprising that Mexico’s data would reflect such a high restrictiveness
index. It is possible that the import-restricting effect of the nontariff mea-
sures considered in the OTRI trumps the import-expanding impact of the
extensive preferences the country grants. Across most indicators, Chile stands
out as the best performer in the region, with the lowest OTRI of 3 percent
and a high ranking in ease of doing business and trade facilitation.’ Central
American and Caribbean countries are the least restrictive, even considering
nontariff measures.

Mexico and Republica Bolivariana de Venezuela face the best market access
conditions due to low barriers on their oil exports and, in the case of the for-
mer, various free trade agreements. Some of the Central American countries
(Guatemala, Nicaragua, Honduras, and El Salvador) had the worst market
access through 2006 despite pre—Central American Free Trade Agreement
(CAFTA) preferences granted by the United States and other countries, ac-
cording to the MA-TTRI indicator* and experienced lower trade growth than
the regional average in 2007. Market access indicators for 2007 are not yet
available, but they are expected to be more favorable for these countries, re-
flecting the deeper preferences granted by the United States under CAFTA.
Countries that experienced large exchange rate depreciations (with a — [minus]
sign) included the Netherland Antilles (—7.5 percent), Ecuador (—5.8 percent),
and Belize (—3.8 percent). Countries experiencing large exchange rate ap-
preciations were Colombia (11.8 percent) and Republica Bolivariana de
Venezuela (10.6 percent). In spite of these appreciations, their export growth
rates ranged from 3.4 percent to 6.2 percent, suggesting that other factors
(oil in the case of Republica Bolivariana de Venezuela) boosted these coun-
tries’ short-term trade performance.

Peru’s bilateral trade with the United States will fall under an FTA from
January 2009. Colombia stills enjoys preferences under an existing trade agree-
ment with the United States (the Andean Pact Trade and Drug Enforcement
Agreement [APTDEA]) through December 2008, but if a recently signed
FTA with the United States is not ratified this year by their respective legisla-
tures, its trade and export growth may be negatively affected. Whether the
extension of APTDEA, which offers U.S. preferences also to Ecuador and
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Bolivia as well, will be extended, is uncertain. However, the value of claimed
U.S. (and EU) preferences for these two countries is only a tiny fraction of
bilateral exports and is not critical to their export performance. An FTA
between Panama and the United States is also awaiting U.S. congressional
ratification.

Middle East and North Africa

Trade growth accelerated to an average of 7 percent in 2005-7 in the MNA
region, which has historically experienced sluggish trade growth. On average,
its trade growth had been 3 percent in the late 1990s (during which time no
country or customs territory in the region achieved rates of trade growth of
10 percent or higher) and 5.6 percent in 2000-4. Trade integration, as mea-
sured by the share of trade in GDP, has improved consistently and consider-
ably from about 70 percent in the mid- and late 1990s to 98 percent in 2007,
as country policies have become more open—both toward the rest of the
region and the world.

The countries of the MNA region have had varied performance in trade
growth in 2007 (see table 4.4 for selected trade-related performance indica-
tors). Poorly diversified fuel exporters exhibited slower real growth in trade of
goods and services, while countries with a more diversified export base (for
example, Jordan, Egypt, Morocco, and Tunisia) have experienced impressive
growth rates. Tunisia had the fastest real trade growth in 2007 at 17.8 percent
(up from 2.8 percent in the mid-2000s) with Morocco coming second at
17.5 percent. Notwithstanding the severe drought that afflicted countries in
the Maghreb region, Tunisia, Morocco, and Egypt had excellent export perfor-
mance, considerably stronger than that of the average MNA and middle-
income country averages. This may be due to strong demand from European
markets as well as recently initiated reforms to improve the business climate
and the competitiveness of the export sector. Djibouti and Jordan (the latter
with a relative low trade-weighted tariff, when including preferences) also
registered real trade growth of more than 10 percent in 2007. These same
countries are the ones with the most improved trade integration ratios be-
tween the late 1990s and 2007. Algeria is the only country in the region with a
negative real growth in trade (at —4.2 percent in 2007), partly attributed to a
fall in its hydrocarbon exports. Its nonoil export sector, moreover, does not
appear to have benefited from a sustained annual real exchange depreciation
of more than 2 percent since 1995.

The countries with integration ratios higher than the regional average are
small and include oil exporters such as Libya and Oman, as expected, but also
include nonoil exporters such as Jordan, Lebanon, and Tunisia. Given the im-
portance of oil exports for many countries in the region, the average export
concentration index of around 50 percent is one of the highest among devel-
oping regions and has hardly changed between the late 1990s and 2007. But
this average masks a much higher degree of concentration for hydrocarbon
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exporters (more than 75 percent for most of them) and much lower indices
for all other countries in the region with a diversified export base.

The MNA region’s performance on trade-related policy and institution-
al dimensions is one of the weakest among all regions, though it is highly
differentiated among countries. The MFN applied tariff simple average at
16.2 percent is the highest among all regions. Partly reflecting the importance
of preferential trade agreements,® the trade-weighted applied tariff (including
preferences) is about half that level, at 8.3 percent, but still higher than that
of the EAP, ECA, and LAC regions. Agricultural tariffs tend to be much
higher in the region relative to nonagricultural products, especially in Egypt,
Morocco, and Tunisia. Nonetheless, thanks to continuing reform efforts, which
have intensified in the last couple of years, the region has experienced substan-
tial improvement in its trade policy indicators. For instance, while still high
compared to other regions, its average Trade (MFN) Tariff Restrictiveness
Index dropped from 16.4 percent in the early 2000s to 11.7 percent by 2006.
Nontariff measures are particularly restrictive, as the region has the highest
average OTRI (including nontariff measures) of 24 percent and second high-
est nontariff measures frequency ratio of 26 percent among all regions.’
Exceptions in terms of their comparative levels of overall trade restrictiveness
are Jordan, Lebanon, and Saudi Arabia, which are more open than their neigh-
bors. The region fares better in its overall GATS commitment index, at 29,
than the average middle-income country and most of the other regions in the
developing world (except for the ECA region that scores 51).

Since many of the MNA countries are oil and gas exporters, the region’s
exports on average faces very few barriers in international markets, as is typical
for commodity exporters. In fact, the regional averages for the MA-TTRI
(including preferences) at 2.3 percent as well as the rest-of-the-world trade-
weighted tariff at 1.3 percent are the lowest among all developing regions.
Similarly, the average share of duty-free exports (45.1 percent of total ex-
ports) is one of the highest among all regions. As is the case for other indica-
tors, the range is very wide across countries, with high shares for hydrocarbon
exporters like Libya (79.5 percent) and very low shares for other countries like
Morocco (18.5 percent). The currencies of Bahrain and Saudi Arabia depreci-
ated by 6.9 percent and 3.8 percent, respectively. Nonetheless, their export
growth ranged from negative in the case of Bahrain (—4.3 percent) to slug-
gish for Saudi Arabia (3.2 percent). The Islamic Republic of Iran experienced
both stagnation in export performance (1.3 percent) and a large currency
appreciation (5.8 percent), probably due to the revenue windfall from higher
oil prices.

South Asia

Growth in trade has been the highest among all regions and income groups
in the SAS region this decade. Its 2007 average growth rate of 10.8 per-
cent followed a 2005-6 growth of almost 12 percent. This performance was
driven by impressive trade and export growth in India (11.5 and 9.7 percent,
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respectively) and Bhutan (30.4 and 22.9 percent, respectively). India’s trade
growth reflects strong export performance in chemicals, pharmaceuticals, iron
and steel, and information technology services. However, growth in traditional
sectors like textiles and apparel remained stagnant, possibly partly due to the
currency’s substantial appreciation on a real, trade-weighted basis and compe-
tition from others in world markets. Bhutan’s trade growth is related to India’s
increasing demand for its hydroelectricity and cement exports. The slowest
trade growth rates were for Pakistan and Sri Lanka (less than 1 percent and
6 percent, respectively). Rising food prices in Pakistan related to develop-
ments in international markets, and shortages in domestic supplies led the
government to restrict exports of wheat and rice. This had a significant impact
on Pakistan’s trade performance (see table 4.5 for selected trade-related per-
formance indicators for the region).

Notwithstanding the recent strong performance on trade growth, the re-
gion’s integration ratio of 73 percent in 2007, though higher than that of the
late 1990s ratio of 65 percent, is the lowest among developing regions. None-
theless, India’s integration ratio of 45 percent is high for an economy its size.
Nepal, Bhutan, and the Maldives have high export concentration, typical of
smaller economies. Trade relations with India are central for these countries.
Of the large economies in the region, Bangladesh also exhibits high export
concentration, reflecting the dominance of textiles and apparel in its exports.

Despite its recent strong performance, SAS still has the most restrictive
trade policy among all regions, as exemplified by its high Trade (MFN) Tariff
Restrictiveness Index of 13 percent. The MFN applied tariff (simple average)
for the region is 14.4 percent, the second highest after MNA, but down from
an average of 26 percent a decade ago. The large regional gap between the ap-
plied trade-weighted average tariff rate (11.6 percent, including preferences)
and the share of import duties to total merchandise imports (this gap is espe-
cially high in some countries like Nepal and Sri Lanka) suggests leakage due
to either customs exemptions or other practices. This gap is of particular im-
portance to the region, which obtains a quarter of its central government fiscal
revenues from trade taxes. As in all regions, agricultural tariff (applied) aver-
ages tend to be much higher relative to nonagricultural products. SAS coun-
tries tend to maintain high levels of protection in relation to each other, often
more than the level of protection with respect to the rest of the world, and
thus intraregional trade is less than 2 percent of GDP, compared to more than
20 percent for East Asia.

On average, SAS has one of the worst business environments across all
regions. None of its countries is in the top 50 in the ease of doing business
rankings, and only two are in the top 100, Maldives (ranked 60th) being the
region’s best performer and Pakistan (76th). For some of the smaller coun-
tries in the region like Nepal, Bhutan, and Sri Lanka, political instability
continues to be a problem, especially for foreign direct investment, new
business development, and growth in their important tourism sector.

Policy and institutional performance varies greatly among the countries
and customs territories in the region. Sri Lanka is still doing much better
than its neighbors on all trade policy indicators and is also less protectionist
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than in the late 1990s. Its MFN TTRI of 7.2 percent is much lower than its
SAS counterparts. It also has a better business environment and trade facilita-
tion than its neighbors. But other indicators suggest that it has increased im-
port tariff barriers this decade and retains one of the weakest commitments
under the GATS to services trade liberalization, relative to the regional or
lower-middle-income country averages. Sri Lanka has had consistently lower
trade growth rates than the regional averages. This may be partly explained by
relatively weak performance in its clothing export sector since the lifting of
the multi-fiber quotas that shielded this sector from international competition
and by continuing political instability in the country. Another factor that may
help explain its poorer performance is the relatively low value of preferences
it receives from the EU and the United States, amounting to 2.6 percent of its
exports to those two countries compared with 5.4 percent for Bangladesh.” Its
trade policy and market access indicators were not particularly favorable to
trade expansion over the period considered, but textiles and apparel exports
have grown consistently, supporting high trade growth. No country in the
region experienced large exchange rate fluctuations in 2007 on a real, trade-
weighted basis.

Sub-Saharan Africa

In 2007, trade volume in the SSA region is estimated to have grown by 6.4 per-
cent on a cross-country average basis, the lowest rate in the developing world
and representing a decrease from the 7.9 percent growth exhibited in 2005-6.8
Export growth was similarly low at 6.1 percent, down from 7.8 percent in
2005-6 and from more than 8 percent in the previous decade (see table 4.6).

Countries and customs territories across the region had very different trade
outcomes; 3 out of the 44 countries with available estimates recorded nega-
tive real trade growth. For example, in Mauritania, the region’s newest oil
producer, disappointing export growth (—7.6 percent in 2007, down from
38.3 percent in 2005-6) was largely due to a halving of oil output tied to
the installation of new oil exploration and extraction equipment acquired the
prior year. Zimbabwe’s economic mismanagement and political turbulence
were at the root of its negative (officially recorded) trade growth (—2.4 per-
cent). Chad’s 2007 negative trade and export growth rate (—0.4 percent and
—2.8 percent, respectively) is due to a decline in both oil and nonoil exports,
indicating a large decrease from its 2000—4 export levels (56.0 percent) which
were, at that time, caused by a jump in oil exports. Trade growth in Nigeria, the
region’s second largest economy, remained about the same—around 5 percent
in both 2005-6 and 2007, with a large slowdown in import growth. Export
growth was positive in 2007, albeit very low (2.1 percent), reversing the nega-
tive growth experienced in the period 2005-6 (—2.5 percent), which was large-
ly caused by underperformance in the oil export sector.

However, exports in 2007 grew by more than 17 percent in four African
countries, with nonpolicy, noninstitutional factors driving their trade and
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export growth. For instance, two countries, Sudan and Angola (ranked 2nd and
4th out of 160 countries on trade growth), are oil-producing countries that
benefited from increased oil prices and exports. They achieved their highest
export growth rates in almost 35 years (38.7 and 21.9 percent, respectively),
with correspondingly huge increases in their foreign exchange earnings, allow-
ing them to finance rapid real import growth. Benin was the region’s third best
exporter, with exports growing by 19.2 percent (—2.0 percent in 2005-6) and
imports by 9.9 percent (4.9 percent in 2005-6). Benin’s large jump in export
and doubling of import growth (surprising for a low-income cotton producer)
are largely due to increased re-exports to Nigeria, whose capacity to import
(whether through official or unofficial channels) benefited from higher export
earnings related to booming oil prices. Sierra Leone also registered a high ex-
port growth of 17.1 percent in 2007, largely as a result of the lifting of the
diamond export ban following the civil war (diamonds account for nearly half
of its total exports). All these countries had good trade performances related
to international market developments or developments in partner countries
affecting major exports, despite having poor scores on trade policy and insti-
tutional areas.

SSA’s export bundle is the least diversified among all developing regions
(with a regional average of 52.7 percent in 2006). The cumulative average coun-
try share of the top five export products is around 80 percent, also the highest
among developing countries. Recently, some countries, including Ghana,
Mozambique, Senegal, Tanzania, and Uganda, have slowly started to diversify
their economies and exports. South Africa remains the most diversified economy
in Africa.

On average, countries in the SSA region consistently score or rank relatively
poorly on most trade-related policy categories compared to other regions. SSA
is the second most trade-restrictive region, after SAS, with an applied tariff-
weighted average of 11 percent (albeit improved compared to 15 percent in
1995-99). Comoros, Sudan, Zimbabwe, and the Seychelles are the most closed
economies, having the highest restrictiveness indices and MFN tariffs (whether
on a simple average or trade-weighted basis). SSA countries have the fewest
and weakest services trade (liberalization) commitments in the GATS. The
region on average also displays the worst rankings in business environment,
governance, logistics, and other trade facilitation indicators.

Depending on the products they export, countries in the region face very
different market access. For example, countries like Botswana, Sudan, and the
Central African Republic face very low tariffs for their exports, but Burkina
Faso, Benin, and Mali (all cotton exporters) face much higher tariffs for their
products. The region does not score high relative to the other regions on mar-
ket access (even taking preferences into account), despite the fact that most of
the countries are low income.

Movements in real effective exchange rates do not seem to have had much
impact on export growth rates, at least in the short run. A number of countries
in the region experienced large real effective exchange rate depreciations in
2007. These included Zambia (13.9 percent, although this came after two years
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of even larger appreciations), Malawi (11.2 percent), South Africa (8.7 per-
cent), and Burundi (6 percent). Countries that experienced large real apprecia-
tions included the Gambia (10.7 percent) and two oil producers, Equatorial
Guinea (7.1 percent) and Gabon (5 percent). All these countries’ export growth
rates were positive, ranging from 4.1 percent to 7.2 percent, and at or below the
global average.

Among the countries with the highest scores or rankings in policy indica-
tors, Mauritius clearly outperforms the rest of the region, surpassing South
Africa in most dimensions but logistics. It has also liberalized some services
sectors, including telecommunications. It faces a relatively favorable market
access environment (2.1 percent being the rest-of-the-world trade-weighted
applied tariff compared to the SSA average of 3 percent) and has one the least-
protected economies in the world: it ranks 6th of 125 countries on the Trade
(MFN) Tariff Restrictiveness Index, with a trade-weighted applied tariff aver-
age of 1.7 percent, compared to the SSA average of 11 percent. Nevertheless,
the country’s trade growth was only 4.3 percent in 2007, lower than 6.9 percent
in 2005-6.

South Africa has the region’s second most open economy according to
the MFN TTRI and the applied tariff-weighted average (5.7 percent and
4.9 percent, respectively) and is also the second best performing on most insti-
tutional and trade facilitation dimensions, with a very good business environ-
ment and logistics. Its recent trade growth rate, however, also slowed down,
from a solid 10 percent in 2005-6 to 7.2 percent in 2007.

Other countries with relatively open services trade are Senegal, Ghana,
Kenya, and Nigeria. Their liberalization commitments under the GATS, how-
ever, remain few and weak. Among the top 10 countries in the region ranked
for Ease of Doing Business, Kenya and Ghana (72nd and 87th, respectively,
out of 178, worst) were only in the middle of the group on both tariff policy
and in trade and export growth.






APPENDIX A

Definition of Selected Indicators

Trade (MFN) Tariff
Restrictiveness Index
(MEN TTRI)

Trade Tariff
Restrictiveness
Index (TTRI)

Overall Tariff
Restrictiveness

Index (OTRI)

MEFN applied tariff

This index summarizes the trade restrictiveness of
the MFN tariff schedule of a country. It is equiva-
lent to the uniform tariff that would maintain the
country’s aggregate import volume at its current
level (given heterogeneous tariffs). Expressed in
percent (as if it were a tariff rate).

Source: As calculated by the World Bank Develop-
ment Economics Research Group (DECRG) using
UNCTAD TRAINS and the United Nations
Commodity Trade (COMTRADE) Statistics
Database through WITS. See paper by Kee, Nicita,
and Olarreaga (2008).

This indicator is calculated as the MFN TTRI
described above, but including preferential rates.
Expressed in percent (as if it were a tariff rate).

Source: Same as above.

This indicator is calculated as the TTRI described
above, but including nontariff measures. Expressed
in percent (as if it were a tariff rate).

Source: Same as above.

This indicator is calculated as the average of the MFN
applied (as opposed to bound) tariff rates available

at the Harmonized Schedule (HS) 6-digit product
level in a country’s customs schedule. Reported as a
simple average (includes lines where there are no
trade flows), a trade weighted average (weighted by
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Applied tariff

MEFN duty-free
imports/exports

Tariff escalation ratios

trade import values at 6-digit level), dispersion
(coefficient of variation), and maximum rate. These
are all reported disaggregated for agricultural goods
and nonagricultural goods.

Source: As calculated by the World Bank Institute
WTI 2008 team using the UNCTAD TRAINS
tariff database and the UN COMTRADE database
through WITS until 2004. For 2005-7, ITC
calculated the indicator based on their tariff and
trade flow databases, including at the tariff line level
when available information exists. For the trade
weighted average reported trade data at the HS
6-digit level have been used in most cases, but, for
some countries mirror data from trading partners
have been used (2006 or latest trade flows have
been used for in most cases, the estimation of the
2007 indicator).

This indicator is calculated in the same way as the
MFN applied tariff, but including preferential rates.

Source: Same as above.

This indicator reflects the value of goods imported/
exported duty free (based on the country’s HS
tariff structure) or under MFN-0 as a percentage
share of total merchandise imports/exports. In
cases where tariff lines include both duty free and
non—duty free rates at the HS 8-digit level, exports
are treated as non—duty free.

Sources: As calculated by the World Bank Institute
WTTI 2008 team using UNCTAD TRAINS and the
UN COMTRADE database through WITS until
2004. For a number of countries WITS uses mirror
data from COMTRADE for estimating MFN-0
imports/exports. From 2005-07 we used the ITC
database. ITC linked tariffs and trade at the tariff
line level when data were available for the same
year, but when trade data were not available at the

tariff line level, ITC used COMTRADE data.

These indicators are calculated as (i) the percent-
age point difference between the applied tariffs
for finished (or fully processed) goods and the
applied tariffs for raw materials (or primary
products) and as (ii) the percentage change
between the applied tariffs for finished (or fully
processed) goods and the applied tariffs for raw
materials (or primary products).
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Import duties as
percent of imports

Specific tariffs
frequency ratio
(percent of total
tariff lines)

Nontariff measures
frequency ratio
(percent)

Overall GATS

commitments index

Sources: As calculated by the World Bank Institute
WTI 2008 team using UNCTAD TRAINS and the
UN COMTRADE database through WITS until
2004. From 2005-07 we used the ITC database,
using WTO classification of tariff lines for primary,
intermediate, and finished product categories.

This indicator reflects a country’s customs and
other import duties as a percentage of total
imports, evaluated in local national currency.

Sources: World Bank WDI database and International
Monetary Fund (IMF) Government Finance
Statistics database.

This indicator reflects the number of HS 6-digit
level tariff lines with at least one specific tariff as

a percentage share of the total number of HS tariff
lines. A specific tariff is a duty based on unit quan-
tity and not linked to the product’s unit price.

Source: As calculated by the World Bank Institute
WTTI 2008 team using UNCTAD TRAINS and the
UN COMTRADE database through WITS until
2004. From 2005-7 we used the ITC database.

This indicator reflects the simple average of import
coverage in the percentage of products within a
category that is affected by at least one nontariff
measure at the HS 6-digit level. The nontariff
barriers covered are only those that include
various price control measures, variable charges,
anti-dumping and countervailing actions, quanti-
tative restrictions, nonautomatic licensing, or
other prohibitions. Latest year for which informa-
tion is available is 2001.

Source: As calculated by the World Bank Institute
WTI 2008 team using UNCTAD TRAINS and the
UN COMTRADE database through WITS until
2004. From 2005-07 we used the ITC database.

This indicator measures the extent of GATS
commitments for all 155 services subsectors and in
the four modes as classified by the GATS. Each
entry in the country’s schedule is assigned scores
based on its relative restrictiveness, using a criteria
set out by Bernard Hoekman’s methodology.
Scores range from O (unbound or no commit-
ments) to 100 (completely liberalized), with an
intermediate value of 50 for partial commitments.
Simple averages of the subsectoral scores were



78

World Trade Indicators 2008

ITU Competition
Index in Telecom
Sector

Market Access Trade
Tariff Restrictiveness

Index (MA-TTRI)

Market Access Overall
Tariff Restrictiveness
Index (MA-OTRI)

used to generate aggregate sectoral scores (for the
12 main services sectors as classified by the GATS),
modes scores, and market access and national
treatment scores. The overall GATS commitment
index is a simple average of the sectoral indices.

Source: GATS commitment schedules in the WTO,
as scored by the World Bank Institute WTI 2008
team. Scoring scale and criteria and sectoral
weights follow Bernard Hoekman, Tentative First
Steps: An Assessment of the Uruguay Round Agree-
ment on Services, Finance and Private Sector
Development Team— Technical Department,
ECA/MNA Regions, The World Bank. Presented at
a World Bank Conference, The Uruguay Round and
the Developing Economies, January 26-27, 1995.

This index reflects the level of competition in a
country’s telecommunications sector for
international long distance calls, mobile phones,
and Internet service providers. Based on the most
recent industry competition level (monopoly,
partial competition, or competition), each subsec-
tor is assigned a value of O to 2 (with the higher
value representing greater competition in the
market). The index is then calculated as the simple
average of the three subsector indicator values.

Source: 2006 ITU World Telecom Regulatory
database.

This index summarizes the trade restrictiveness of
the tariff schedules (including preferences) of a
country’s trading partners. It is equivalent to the
uniform tariff that would maintain a country’s
aggregate export volume at its current level (given
heterogeneous tariffs), including preferential rates.
Expressed in percent (as if it were a tariff rate).

Source: As calculated by the World Bank’s Devel-
opment Economics Research Group (DECRG)
using UNCTAD TRAINS and the United Nations
Commodity Trade (COMTRADE) Statistics
Database through WITS. See paper by Kee, Nicita,
and Olarreaga (2008).

This indicator is calculated as the MA-TTRI
described above, but including nontariff measures.
Expressed in percent (as if it were a tariff rate).

Source: Same as above.
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Rest-of-the-world
applied tariff

Share of trade with
regional trade
agreement (RTA)
partners (percent of
total exports)

Preferences utilization
rate (percent, actual/
potential value)

Preferences, potential
value (percent of
exports)

This indicator is calculated as the average of the
applied tariff rates imposed by a country’s export
partners, including preferences, available at the
HS 6-digit product level in a country’s customs
schedule. Reported as simple and trade weighted
averages.

Source: As calculated by the World Bank Institute
WTI 2008 team using UNCTAD TRAINS and the
UN COMTRADE database through WITS until
2004. From 2005-07 we used the ITC database.
ITC linked tariffs and trade at the tariff line level
when data were available for the same year, but
when trade data were not available at the tariff line
level, ITC used COMTRADE data. For the trade
weighted average, reported trade data at the HS
6-digit level have been used in most cases, but, for
some countries, mirror data from trading partners
have been used. The online database for the WTI
2008 Web site includes also ITC estimates (as of
March 13) for 2007 (2006 or latest trade flows have
been used for the estimation of the 2007 indicator).

This indicator is the ratio of the total value of
merchandise exports/imports with RTA partners
(including but not limited to free trade and
customs union partners) to the total value of
exports/imports. Expressed as a percentage of
total merchandise exports/imports. This indicator
was calculated according to the year each country
accessed to the RTA.

Sources: As calculated by the World Bank Institute’s
WTI 2008 team. WTO Regional Trade Agreements
Division, WTO Web site, and COMTRADE.

The ratio between the value of actually utilized
U.S. or EU preferences and the value of potential
U.S. and EU preferences, expressed in percentage
terms.

Sources: As calculated by the World Bank Institute’s
WTI 2008 team, based on USITC Trade DataWeb
and USITC Tariff Database Tables for U.S.
imports; UNCTAD TRAINS and Comext for

EU imports.

This is calculated by taking the difference
between the MFN duty and the preferential
duty (if applicable), regardless whether or not
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Preferences, actual
value (percent of
exports)

Real effective exchange
Rate change (percent,
+= appreciation)

Ease of doing business

rank (1-178)

Logistics Performance
Index (1 to 5)

trade occurred at that preferential rate, multiplying
by eligible exports for each tariff line at the HS
8-digit level, then summing across all lines.
Expressed as a share of the value of the country’s
bilateral exports to the U.S. and E.U.

Sources: Same as above.

The value of actually utilized US or EU preferences,
expressed as a share of the value of the country’s
exports to the US and EU. It is equivalent to
the following: taking the difference between the
MFN duty rates of those goods that entered
under preferential rates (as if they entered
under MFN rates), multiplied by the total value
of the corresponding exports claiming prefer-
ences, and the preferential duties that were
actually paid. Expressed as a percentage of

total bilateral exports. It represents the actual
savings in terms of duties paid with respect

to the MFN duties that would otherwise be
collected.

It is also reported disaggregated for E.U. only and
U.S. only exports for each country.

Sources: Same as above.

The real effective exchange rates are calculated
using geometric weighted averages of the
seasonally adjusted consumer price index and the
exchange rate index, U.S. dollar per national
currency, period average. It is calculated for those
countries having consumer prices data. Countries
with high inflation rates are not seasonally adjusted.

Source: Compiled by the IMF Information Notice
System.

The ease of doing business rank represents a
country’s overall business environment based on
ten indicators, three of which are reported here:
starting a business, enforcing contracts, and
closing a business, each ranked out of

178 countries.

Source: World Bank Doing Business, various years.
The LPI reflects the overall perception of a

country’s seven key logistics based on over
1,000 surveys of logistic information. Logistics
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Real growth in total
trade of goods and
services (in percent)

Trade integration,
trade share in GDP
(in percent)

Import/export product
concentration index
(0 to 100, max.)

categories include efficiency of customs and
other border procedures, quality of transport
and information technology infrastructures,
international and domestic transportation costs,
ease of shipments and logistics competence,

and tracking ability and timeliness of shipments.
The value of the index ranges from 1 to 5,

with a higher score representing a better
performance.

Source: Global Facilitation Partnership for
Transportation and Trade.

It is calculated as the average annual growth rate of
the total exports and imports in goods and services
at constant 2000 U.S. dollars. This indicator shows
the trade expansion of a country over the period.
Also reported are the disaggregated percentages for
exports and imports.

Source: World Bank Development Economics and
Data Group (DECDGQG), as reflected also in the
Development Data Platform through 2006.
Development Economics and Prospects Group
(DECPG) estimates (as of December 2007) were
used for 2007. Also, missing year values in the
DECDG historical series were interpolated

using DECPG estimates.

It is the sum of exports and imports in goods and
services divided by the value of GDP in current
U.S. dollars.

Source: Same as above.

This index, also called the Herfindahl-Hirschmann
index, is calculated as

H, = 100"

where X, is the country j's exports of product i
(at SITC 3- digit level), X is country j's total
exports, and n is the total number of 3- digit
products. Note that this type of concentration
indicator tends to be quite vulnerable to cyclical
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Import/export market
concentration index
(0 to 100, max.)

fluctuations in relative prices, in a way that
commodity price rises make commodity exporters
look more concentrated.

Source: UNCTAD Statistical Office, also reported
in the UNCTAD Handbook of Statistics, various
issues.

This index, also called the Herfindahl-Hirschmann
index, is calculated as

where X_ is the country i's exports to country j

(at SITC 3-digit level) and X is country i’s total
exports to all trading partners. Note that this type
of concentration indicator tends to be quite
vulnerable to cyclical fluctuations in relative prices,
in a way that commodity price rises make com-
modity exporters look more concentrated.

Source: As calculated by the World Bank Institute’s
WTI 2008 team using COMTRADE database.



APPENDIX B

Background to the Selection of
Trade-Related Indicators

Trade policy can take many different forms: tariffs, quotas, nonautomatic
licensing, antidumping duties, countervailing duties, tariff-quotas, subsidies,
and so forth. As widely shown in the literature, reforms related to traditional
trade policy (border controls on trade in goods and regulations of services) can
help accelerate integration into the world economy and strengthen an effec-
tive growth strategy. However, they cannot ensure its success (World Bank
2006b, chapter 2). Other elements that may constrain trade (and by exten-
sion, growth) need to be highlighted, including (i) a country’s access to the
global economy, (ii) the overall business and institutional environment, and
(iii) trade facilitation (mainly for customs and other logistics, but also selected
infrastructure and skills).

Access to global markets for the goods produced by the world’s poor, such
as agricultural products and textiles and apparel, is reflected in the database.
The problems of escalating tariffs, tariff peaks, and quota arrangements that
systematically limit market access and skew incentives against adding value by
poor countries are also examined to the extent allowed by data availability.

Including the behind-the-border reform agenda implies that the set of
relevant variables affecting trade outcomes is potentially very large. For example,
it may be argued that any policy that affects how businesses operate domesti-
cally may also affect whether, and how much, they export and import. Some
of these factors may have a disproportionate effect on trading firms versus
nontrading ones. Foreign firms may face higher transactions costs in a poor
governance environment than local firms because the latter may be able to use
informal methods to do business. These differential effects, however, are often
hard to quantify. The indicators chosen for the WTI are wider than what would
normally be thought of as pure trade policy, but include as much as possible
those with close links to international trade, as highlighted in the literature.
While a full literature survey is not provided here, some empirical work sup-
porting the choice of certain indicators is mentioned below. Regulations
on business and commerce and the general state of governance are believed to
play a significant role in hampering or promoting trade (Bolaky and Freund
2004; de Groot and others 2004; Anderson and Marcouillier 2002; Dollar and
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Kraay 2003; Levchenko 2004; Souva and Rowan 2005; Islam and Reshef
2006).' The quality and performance of logistics services also have a signifi-
cant effect on trade competitiveness (Hausman, Lee, and Subramanian 2005;
Limao and Venables 2001; Subramanian and Arnold 2001).2

Qualitative, subjective, or perception indicators from non-Bank surveys
have been excluded from this project due to the difficulty in assessing their
methodology and validity. Also, the Bank’s qualitative trade ratings that origi-
nate from the Bank country economists and are part of the annual Country
Policy and Institutional Assessment exercise have been excluded for similar
reasons as well as due to the existing publication restrictions of such indicators
for non-IDA countries.

Within each broad category of indicators, a representative indicator has
been identified to highlight the salient features of policy/outcome evolution,
based on a qualitative judgment by the project’s team about its methodologi-
cal robustness, relevance to policy makers, and theoretical linkages among
groups and within groups. The choice of highlighting representative indicators
rather than constructing composite indicators had been originally made mainly
for purposes of transparency and simplicity. Nonetheless, for all categories, the
preselected representative indicators turned out to be highly correlated with
composite category indexes, which the project team estimated on a previous
dataset (updated through June 2007) following the standard principal com-
ponent analysis (PCA) methodology.

Another notable feature of these indicators is that the trade policy, business,
and trade facilitation indicators appear significantly correlated across these
same groups. This is not surprising, as it would be expected that a country
committed to trade integration in the global economy would have a liberal
trade policy regime, a favorable business and institutional environment, and
good trade facilitation. Nonetheless, the only mild degree of such correlations
is also reassuring, as it provides evidence that each group offers valuable infor-
mation not fully embedded elsewhere.



APPENDIX C

Trade Indicators by Other Institutions

A number of other institutions also produce useful trade-related indicators,
which are easily accessible directly or via hyperlinks on the WTI Website.

The Geneva-based International Trade Centre (ITC) offers a series of ana-
Iytical tools (Trade Map, Market Access Map, Investment Map, Trade Competi-
tiveness Map, and Product Map) designed to facilitate strategic market research
and to monitor national and sectoral trade performance. Among those tools, the
Trade Competitiveness Map and the Market Access Map present trade and
market access profiles for most countries based on statistics that benchmark
national trade performance. ITC undertook primary data collection and verifi-
cation, but also used other sources such as the World Trade Organization and
UN. COMTRADE. For each country, CountryMap offers a Trade Performance
Index (TPI) which provides a general profile and ranking in 14 different sectors.
The TPI consists of 24 static and dynamic sector-level performance indicators
that are given (ad hoc) weights. CountryMap also provides separate National
Export Performance and National Import Profiles. These profiles provide an
overview of the export/import performance of countries by looking at the
composition of their trade portfolio in terms of the dynamics of international
demand and sector diversification. Additionally, CountryMap includes an
econometric model (TradeSim) based on a large variety of variables that can
help in the identification of sectors and markets with significant (untapped)
trade potential.

Between 1997 and the mid-2000s, the International Monetary Fund (IMF)
also computed a Trade Restrictiveness Index annually; this is a composite of
tariff and nontariff restrictiveness indexes from information collected during
Article IV staff visits. This indicator has been only utilized in bilateral policy
review discussions by the IMF with its members and is not available for public
disclosure.

The Organisation for Economic Co-operation and Development (OECD)
compiles International Trade and Competitiveness Indicators (ITCI) for its
member countries using data reported by those members. The ITCI table
contains cross-country comparisons of various indicators of international
trade and competitiveness from 1975 onwards. The trade indicators include the
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usual exports, export price, imports, and import price as well as export market
growth and performance. Other competitiveness indicators include unit labor
cost as well as indices of relative unit labor cost, relative export prices, and
relative consumer prices.

In the Economic Report 2004 on Africa, the United Nations Economic Com-
mission for Africa (ECA) conducted a benchmarking exercise and constructed
the Trade Competitiveness Index (TCI) for 30 African countries and 8 non-
African comparator countries. The TCI consists of three components: (i) a
Trade-Enabling Environment Index, reflecting the overall economic and
political environment’s conduciveness to trade; (ii) a Productive Resource
Index, measuring the availability of direct inputs to production, such as land
and labor; and (iii) an Infrastructure Index, measuring the availability of
indirect inputs that enable the movement of goods and services (for example,
transport networks, energy infrastructure, and communication networks). A
total of 31 indicators (from various sources, but primarily WDI) are used to
construct the three sub-indices, which in turn receive equal weights in
calculating the overall TCIL.

The World Trade Organization (WTQO) offers compact country trade and
tariff profiles on its Web site and in two publications (Trade Profiles 2007 and
Tariff Profiles 2006) that provide a good deal of information on (i) a country’s
structural trade flows through 2005; (ii) basic and sectoral MFN tariffs imposed
on imports and faced abroad by its exporters through 2006; and (iii) a number
of patents, trademarks, and trade-related disputes, among other trade indicators.
These profiles are complemented with general macroeconomic indicators.
Data are currently provided for 175 economies. These profiles reflect a joint
effort in recent years by the WTO, UNCTAD, and the ITC to construct an
agreed and updated trade database. The WTO does not, however, attempt to
rank or compare countries.

In 2005, the United Nations Conference on Trade and Development (UNCTAD)
produced and at end-2007 updated a composite Trade and Development Index
(TDI) for 123 countries, applying principal component analysis to various
indicators of economic performance and social development, including a
human development index, health expenditures per capita, domestic credit
to the private sector, access to improved water, gender development statis-
tics, and a few limited trade policy and trade outcome indicators. Its aim is
to provide “a quantitative indication and an analytical framework to identify
how well trade and development policies allow developing countries to
maximize benefits and minimize costs from trade liberalization and global-
ization” and to point to “policy options to overcome structural, institutional,
or financial bottlenecks, as well as shortcomings in trade policy and develop-
ment strategies.” The TDI provides a ranking of the trade and development
performance of developing and developed countries, as well as countries with
economies in transition. The 2007 update shows the United States holding the
top position, followed by Germany, Denmark, and the United Kingdom.

The Economist Intelligence Unit (EIU) has extensive trade and commerce-
related values and analyses, including country summaries of regulations
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and some basic aggregate trade indicators. Their business risk indicators are
extensive and widely used, but they are also subjective and proprietary. In any
case, they cover similar ground as the Bank’s Doing Business and WBI's Gov-
ernance Indicators (the latter actually incorporates the relevant EIU gover-
nance indicators).

The WTI database complements and extends the ITC’s and WTO’s global
approaches in a number of directions. In particular, the WTI database contains
country indicators at a more aggregate level better suited to country policy
makers and analysts than those available through the ITC, whose main clients
are business people. It includes more of the relevant aggregate trade policy and
behind-the-border indicators than those on the WTO trade and tariff country
profiles, while also incorporating some of the indicators reported by the WTO.
And finally, its focus is more on trade-related aspects of policy and outcomes
than the UNCTAD TDI, which is very broad and assesses overall develop-
ment policies.

The WTI indicators are based mostly on UNCTAD’s TRAINS database
(for tariffs), ITC’s trade and market access databases, the UN.s COMTRADE
(for disaggregated trade flows), and various World Bank sources (WDI data-
base, Ease of Doing Business rankings, Worldwide Governance Indicators, and
the World Bank’s Development Economics Prospects Group (DECPG) esti-
mates for the most recent year’s aggregate trade flows). Indicators from external
organizations (non-Bank generated or at least verified) that are included in this
dataset are the WTO'’s indicators related to regional agreements, binding cov-
erage, disputes, and contingency protection measures; an ITU indicator of the
maximum allowed foreign participation in telecom services; UNCTAD'’s Liner
Shipping Connectivity index; the USITC's indicators of the depth of multilat-
eral services commitments for the banking sector of 65 countries (and under
preparation for the insurance and telecom sectors);! the USITC indicators for
total freight charges and for air cargo freight rates; and DHL’s air freight costs
from the United States.

In early 2008, further consultations have been conducted with relevant
institutions to ensure that the WTI database uses the best and most accurate
information (and sources) and that it has real added value. The project team
will continue to monitor the indicators and methodologies used by other in-
stitutions for any further insights and, if warranted, for incorporating their
indicators or expanding their coverage more globally in the case of regional
institutions.
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Low-Income Countries: Trade At-A-Glance Apr-08
2007 GDP | 2007 GDP 2007 Share 2007 Trade Membership No. of RTAs/ElAs
(millions) | per capita | in World Trade | per capita GATT WTO Goods Services
$44,018 $574 0.08% 417 — 21 0.0
TRADE PERFORMANCE } Low inc
= == World
Ranking Decile P Lower mid inc
TRADE POLICY (TP) (out of 125) 92.6 8.0
EXTERNAL ENVIRONMENT (EE) (out of 125) 75.8 7.0 . .
INSTITUTIONAL ENVIRONMENT (IE) (out of 178) 136.9 8.0 (
TRADE FACILITATION (TF) (out of 151) 107.9 8.0 V)
TRADE OUTCOME (TO) (out of 160) 915 6.0
TF IE
1 Rankings are based on the “representative” indicators (in bold) in each group below for the latest year Outer bound represents best value in latest year
TRADE POLICY (TP) * 1995-99° 2000-04" 2005-06" Latest™
Trade Tariff Restrictiveness Index (MFN applied tariffs) — 123 1n4 n7 TTRI%
TTRI (applied tariffs including preferences) — — 109 109 (MFN)
Overall TRI (OTRI, applied tariffs incl. prefs.+NTMs) — — 22.0 22.0 i
Other trade policy indicators Applied
MFN applied tariff - simple avg (%) 23 142 126 2.6 (Wgtt:;‘g
Dispersion (coefficient of variation) 09 0.8 0.8 09 i
Maximum rate 2389 92.0 1284 167.8
Agriculture - simple avg (%) 267 181 16.0 16.0 ";’ft‘l’e': ;
Nonagriculture - simple avg (%) 217 13.6 121 121
MFN applied tariff - trade weighted avg (%) 19.2 122 n4 n3 i
MFN zero-duty imports (% in total imports) 14.8 14.5 244 23.8 Non-tariff %
Applied tariff (incl. prefs.) - trade weighted avg (%) 18.8 1.8 97 9.6 measures
Agriculture 23.6 15.2 131 129 T T 1
Nonagriculture 7.8 n3 94 92 0 o0
Applied tariff (incl. prefs.) - production weighted avg (%) — — 14.8 129 & World O Lower mid inc B Low inc
Applied tariff (incl. prefs.) escalation (% diff. raw to finished) — 28 26 2.8
Agriculture — 5.6 5.2 57
Nonagriculture — 5.6 39 4.0 )
Import duties (% of imports) 139 94 81 77 ii::::
Tariff overhang (MFN bound less MFN applied rate,%) 432 479 44.8 46.8
Bound tariff frequency ratio (% of total lines) 372 394 437 474
Specific tariffs frequency ratio (%) 09 04 0.6 07 0 40 60
Non-tariff measures frequency ratio (%) 67 1.0 — — World O Lower mid inc I Low inc
Overall GATS restrictiveness index (0-100, best) — — 134 13.8
EXTERNAL ENVIRONMENT (EE) * 1995-99° 2000-04" 2005-06" Latest”™
MA-TTRI (applied tariffs incl. prefs.) — — 70 6.3
MA-OTRI (applied tariffs incl. prefs.+NTMs) — — 211 18.0 MA-TTRI
Other external environment indicators
ROW applied tariff (incl. prefs.) - weighted avg (%) 77 48 45 37 | M
Agriculture 6.5 70 73 5.5 (exports)
Nonagriculture 7.0 42 32 27
MFN zero-duty exports (% of total exports) 374 415 430 446 Va;‘i:f‘;f
Exports with FTA / CU partners (% of total exports) 8.2 92 8.8 10.6 I )
Preferences (EU+U.S.) utilization rate (%) — — 83.0 71.0 Lovsest Highest1
Preferences (EU+U.S.) actual value (% of exports) — — 34 33 2 World B Lower mid inc B Low inc
Real effective exchange rate (% change,+ =apprec.) 3.0 —4.0 5.2 —22

* Indicators shown are period averages, incl. growth rates. Latest indicates 2007; when not available, 2006 (noted by *). For more info., see User’s Guide at http.//www.worldbank.org/wti2008.
* MFN: most favored nation; NTM: nontariff measures; MA: market access; ROW: rest of the world; FTA: free trade agreement; CU: customs union; WTO: Wrold Trade Organization
GATT: General Agreement on Tariffs and Trade; WGI: World Government Indicators; “—" indicates missing value; RTA/EIA: regional trade arrangement/economic integration arrangement.
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Low inc Trade At-A-Glance Apr-08
INSTITUTIONAL ENVIRONMENT (IE) 2004 2006 2007
Ease of Doing Business (rank out of 178) — 1367 1369
Starting a business (rank) — 147 n7.6 Fase of_
Enforcing contracts (rank) — m2 4.4 Doing
Closing a business (rank) — 123.8 1271 Business Y
Other institutional environment indicators _0 80 160
WGI - Regulatory Quality (—2.5 to +2.5, best) —093 —092 —
WGI - Rule of Law (—2.5 to +2.5, best) —094 —093 — World O Lower midinc B Low inc
WGI - Control of Corruption (—2.5 to +2.5, best) —0.87 —0.87 —
TRADE FACILITATION (TF) 1995-99° 2000-04" 2005-06" Latest™
Logistics Performance Index (LPI, 1to 5 best) — — 23 23
Efficiency of customs and other border procedures — — 21 21 Logistic
Quality of transport and IT infrastructures — — 21 21 index
International transportation costs — — 23 23 q
Logistics competence — — 23 23 Trading
Trackability of shipments — — 22 22 Across
Domestic transportation costs — — 3.0 3.0 Borders
Timeliness of shipment — — 27 27 i
Other trade facilitation indicators L;:]E;ﬁz
Doing Business - Trading Across Borders (rank out of 178) — — 130 133
No. of documents required for exports — — 9 8 ]
No. of days process required for exports — — 43 39 Telephones
Cost to export (US$ per container) — — 1,642 1,633 per 100
No. of documents required for imports — — 1l 9 i
No. of days process required for imports — — 52 46
Cost to import (US$ per container) — — 2,062 2,034 Secondary
Liner shipping connectivity index (0-100 best) — 84 84 93 enroliment
Telephones and mobiles per 100 people 12 35 1.0 151 o J
Average cost of 3-minute call to U.S. (US$) 82 57 04 — Lowest Highest
Internet usage (per 100 people) 01 1.0 32 39 £ World B Lower mid inc B Low inc
Secondary gross school enrollment (%) 27.8 329 38.6 42.0
TRADE OUTCOME (TO) ## 1995-99° 2000-04" 2005-06" Latest”
Real growth in trade of goods and services (%) 70 83 8.6 6.6 10 Trade Growth Rate
Exports 85 91 86 65 |8 P S
Imports 73 74 9.8 6.6 i
Other trade outcome indicators 2
Trade integration (trade as % of GDP) 614 674 781 801 0 : : : .
FDI inflow (% of GDP) 25 33 33 32 1995-99 2000-04 2005-06 2007
World trade share growth (%) 03 15 24 —-14 I \';%Vrligc
Exports 19 29 1.6 -6 Lower mid inc
Imports 0.2 14 29 —-09
Merchandise share in total exports (%) 757 76.6 785 79.5 Exports Share (2005-06)
Agriculture 30.8 239 212 18.0
Manufacturing 134 169 16.6 13.8 semvice Asric
Mining and fuel 19.0 191 261 32.0 N4 5‘2 ’
Service share in total exports (%) 243 234 214 204
Tourism 11 n3 93 9.5
Transportation 49 49 53 57
Other commercial services 7.0 6.2 5.9 5.8 Manuf,
Export product concentration index (0 to 100, highest) 454 474 459 46.5 Mining, 16.6
Export market concentration index (0 to 100, highest) 432 427 40.6 414 261
Top 5 exports share (% of merchandise exports) 852 74.8 72.8 —

Top 5 exports list (merchandise only)

* Indicators shown are period averages, incl. growth rates. Latest indicates 2008; when not available, 2006 (noted by *). For more info., see User’s Guide at http.//www.worldbank.org/wti2007
## Outcome indicators (mostly through 2006) are from the WDI (World Bank, Data Group), UNCTAD or COMTRADE; for filling gaps and 2007, data from the Prospects Group are used.
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Lower-Middle-Income Countries: Trade At-A-Glance Apr-08
2007 GDP | 2007 GDP 2007 Share 2007 Trade Membership No. of RTAs/ElAs
(millions) per capita in World Trade per capita GATT WTO Goods Services
$135,183 $2,702 0.32% $2,528 — — 3.0 04
TRADE PERFORMANCE } Lower mid inc
= == World
Ranking Decile TP Upper mid inc
TRADE POLICY (TP) (out of 125) 774 7.0
EXTERNAL ENVIRONMENT (EE) (out of 125) 541 5.0
INSTITUTIONAL ENVIRONMENT (IE) (out of 178) 100.7 6.0 0 EE
TRADE FACILITATION (TF) (out of 151) 92.2 7.0
TRADE OUTCOME (TO) (out of 160) 78.8 5.0
TF IE
1 Rankings are based on the ‘representative” indicators (in bold) in each group below for the latest year Outer bound represents best value in latest year
TRADE POLICY (TP) * 1995-99° 2000-04" 2005-06" Latest™
Trade Tariff Restrictiveness Index (MFN applied tariffs) — 103 8.2 87 ﬁklg
TTRI (applied tariffs including preferences) — — 83 83 (MFN)
Overall TRI (OTRI, applied tariffs incl. prefs.+NTMs) — — 161 161 i
Other trade policy indicators Apfal:f‘]jc %
MFN applied tariff - simple avg (%) 154 137 1.5 1.5 (wgt avg)
Dispersion (coefficient of variation) 09 11 13 15 p
Maximum rate 287.2 1979 247.8 2629 Import 2
Agriculture - simple avg (%) 209 184 187 187 duties
Nonagriculture - simple avg (%) 14.5 129 104 104 i
MFN applied tariff - trade weighted avg (%) 127 n.2 1.2 1
MFN zero-duty imports (% in total imports) 127 19.8 317 31.0 Non-tariff %
Applied tariff (incl. prefs.) - trade weighted avg (%) 2.6 10.6 81 8.2 measures
Agriculture 17.0 14.6 14.8 15.6 0 0 2 30
Nonagriculture 12.0 10.0 72 73
Applied tariff (incl. prefs.) - production weighted avg (%) — — 14.5 n3 World B Upper mid inc B Lower mid inc
Applied tariff (incl. prefs.) escalation (% diff. raw to finished) — 17 1.8 21
Agriculture — 61 101 10.2
Nonagriculture — 3.6 29 32
Import duties (% of imports) 74 58 47 34 Services
Tariff overhang (MFN bound less MFN applied rate, %) 171 191 21.0 214 commit
Bound tariff frequency ratio (% of total lines) 923 67.5 751 771
Specific tariffs frequency ratio (%) 5.6 28 15 17 _0 40 80
Non-tariff measures frequency ratio (%) 15.0 247 — — |m World T Unper mid e B Lower mid e
Overall GATS restrictiveness index (0-100, best) — — 212 217
EXTERNAL ENVIRONMENT (EE) * 1995-99° 2000-04" 2005-06" Latest”™
MA-TTRI (applied tariffs incl. prefs.) — — 42 3.2
MA-OTRI (applied tariffs incl. prefs.+NTMs) — — 16.8 147 MA-‘I‘I’RIZ
Other external environment indicators
ROW applied tariff (incl. prefs.) - weighted avg (%) 101 6.2 4.0 25 MFN duty-
Agriculture 15.8 127 89 39 free %
K (exports)
Nonagriculture 75 45 26 22 4
MFN zero-duty exports (% of total exports) 275 301 34.0 353 Value of a
Exports with FTA/CU partners (% of total exports) 212 301 342 35.6 prefer
Preferences (EU+U.S.) utilization rate (%) — — 85.2 735 . J
Preferences (EU-+U.S.) actual value (% of exports) — — 49 5.0 Lowest Highest
Real effective exchange rate (% change, + =apprec.) 09 0.0 2.0 2.8 | World B Upper mid inc B Lower mid inc

" Indicators shown are period averages, incl. growth rates. Latest indicates 2007; when not available, 2006 (noted by *). For more info., see User’s Guide at http;//www.worldbank.org/wti2008.
* MFN: most favored nation; NTM: nontariff measures; MA: market access; ROW: rest of the world; FTA: free trade agreement; CU: customs union; WTO: Wrold Trade Organization.
GATT: General Agreement on Tariffs and Trade; WGI: World Government Indicators; “—" indicates missing value; RTA/EIA: regional trade arrangement/economic integration arrangement.
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Lower mid inc Trade At-A-Glance Apr-08
INSTITUTIONAL ENVIRONMENT (IE) 2004 2006 2007
Ease of Doing Business (rank out of 178) — 101.9 1007
Starting a business (rank) — 102.9 100.0
Enforcing contracts (rank) — 94.4 94] Easetof
Closing a business (rank) — 100.3 100.9 Buz:';i
Other institutional environment indicators L SE—]
WGI - Regulatory Quality (—2.5 to +2.5, best) —048 —048 — 0 8 160
WGI - Rule of Law (—2.5 to +2.5, best) —0.48 —0.44 — 2 world E Upper mid inc [ Lower mid inc
WGI - Control of Corruption (—2.5 to +2.5, best) —048 —048 —
TRADE FACILITATION (TF) 1995-99° 2000-04" 2005-06" Latest™
Logistics Performance Index (LPI, 1to 5 best) — — 25 25
Efficiency of customs and other border procedures — — 23 23 Logistic
Quality of transport and IT infrastructures — — 23 23 index
International transportation costs — — 25 25 1
Logistics competence — — 24 24 Trading %
Trackability of shipments — — 24 24 Across
Borders
Domestic transportation costs — — 3.0 3.0 ]
Timeliness of shipment — — 29 29
Other trade facilitation indicators L;:EZ;Z
Doing Business - Trading Across Borders (rank out of 178) — 100 97
No. of documents required for exports — — 8 8 )
No. of days process required for exports — — 29 27 Telephones -_|
Cost to export (US$ per container) — — 1175 1125 per 100 2
No. of documents required for imports — — 9 8 i
No. of days process required for imports — — 34 30
Cost to import (US$ per container) — — 1302 1239 | Secondary %
enrollment
Liner shipping connectivity index (0-100 best) — 124 13.6 15.2
Telephones and mobiles per 100 people 79 207 463 55.5 0 j
Average cost of 3-minute call to U.S. (US$) 5.6 32 35 — Lowest Highest
Internet usage (per 100 people) 03 3.8 91 103 World [ Upper mid inc [l Lower mid inc
Secondary gross school enrollment (%) 629 687 747 75.0
TRADE OUTCOME (TO) ## 1995-99° 2000-04" 2005-06" Latest”
Real growth in trade of goods and services (%) 5.5 7.0 89 83 |10 Trade Growth Rate
Exports 67 75 9.0 8.0 8 -
Imports 54 74 9.2 8.6 6 —7/\\
Other trade outcome indicators 4
Trade integration (trade as % of GDP) 887 93.6 100.3 98.8 2
FDI inflow (% of GDP) 4.6 61 6.6 5.3 0 T T T |
World trade share growth (%) -0.8 23 4.0 —0.2 1995-99 2000-04 200.5.4)6 2007
Exports 0.0 34 49 0.5 _—— I\ﬁ:’le(; mid inc
Imports —09 2.0 31 —07 Upper mid inc
Merchandise share in total exports (%) 72 701 711 715
Agriculture 193 16.4 15.8 151 Exports Share (2005-06)
Manufacturing 271 309 293 26.5
Mining and fuel 18.0 14.7 154 175 Agric,
Service share in total exports (%) 28.8 299 289 284 Service, 158
Tourism 132 149 15.6 16.3 289
Transportation 69 67 6.2 61
Other commercial services 7.0 6.4 5.8 57
Export product concentration index (0 to 100, highest) 379 389 383 38.8 Manuf
Export market concentration index (0 to 100, highest) 444 425 385 36.6 Mining, 293
Top 5 exports share (% of merchandise exports) 87.0 68.6 62.9 — 154

Top 5 exports list (merchandise only)

“ Indicators shown are period averages, incl. growth rates. Latest indicates 2008; when not available, 2006 (noted by *). For more info., see User’s Guide at http;//www.worldbank.org/wti2007
## Outcome indicators (mostly through 2006) are from the WDI (World Bank, Data Group), UNCTAD or COMTRADE; for filling gaps and 2007, data from the Prospects Group are used.
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Upper-Middle-Income Countries: Trade At-A-Glance Apr-08
2007 GDP | 2007 GDP 2007 Share 2007 Trade Membership No. of RTAs/ElAs
(millions) per capita in World Trade | per capita GATT WTO | Goods Services
$194,493 $8,312 0.38% $9,423 — — 71 17
TRADE PERFORMANCE } ——— Upper mid inc
= == World
Ranking Decile High inc
TRADE POLICY (TP) (out of 125) 58.7 5.0
EXTERNAL ENVIRONMENT (EE) (out of 125) 45.6 4.0
INSTITUTIONAL ENVIRONMENT (IE) (out of 178) 9 5.0
TRADE FACILITATION (TF) (out of 151) 67.6 5.0
TRADE OUTCOME (TO) (out of 160) 72.0 5.0
1 Rankings are based on the “representative” indicators (in bold) in each group below for the latest year Outer bound represents best value in latest year
TRADE POLICY (TP) * 1995-99° 2000-04" 2005-06" Latest”™
Trade Tariff Restrictiveness Index (MFN applied tariffs) — 10.6 6.8 6.8 —
TTRI (applied tariffs including preferences) — — 53 53 (MFN)
Overall TRI (OTRI, applied tariffs incl. prefs.+NTM:s) — — 12.0 12.0
Other trade policy indicators Applied
MFN applied tariff - simple avg (%) 141 1.5 87 85 tariff
Dispersion (coefficient of variation) 13 1.5 14 15 (gt ave)
Maximum rate 2181 202.6 2282 2415
Agriculture - simple avg (%) 192 18.5 149 153 ";’lf’:l’e';
Nonagriculture - simple avg (%) 13.2 104 7.8 75
MFN applied tariff - trade weighted avg (%) 122 10.6 93 84
MFN zero-duty imports (% in total imports) 16.9 215 36.8 39.6 Non-tariff
Applied tariff (incl. prefs.) - trade weighted avg (%) n4 93 7.2 6.4 measures
Agriculture 157 157 10.6 10.5 T T T 1
X 0O 10 20 30 40 50
Nonagriculture 1.0 8.5 69 6.0
Applied tariff (incl. prefs.) - production weighted avg (%) — — 6.8 5.2 World [ High inc B Upper mid inc
Applied tariff (incl. prefs.) escalation (% diff. raw to finished) 31 1.0 12
Agriculture — 85 84 93
Nonagriculture — 4.6 17 17
Import duties (% of imports) 7.0 39 2.6 21 S;::sj:
Tariff overhang (MFN bound less MFN applied rate, %) 221 222 25.8 24.0
Bound tariff frequency ratio (% of total lines) 90.5 779 80.3 85.5
T
Specific tariffs frequency ratio (%) 139 31 32 39 0 40 80
Non-tariff measures frequency ratio (%) 251 389 — — World [ High inc B Upper mid inc
Overall GATS restrictiveness index (0-100, best) — — 279 271
EXTERNAL ENVIRONMENT (EE) * 1995-99° 2000-04" 2005-06" Latest™
MA-TTRI (applied tariffs incl. prefs.) — — 3.6 2.8
MA-OTRI (applied tariffs incl. prefs.+NTM:s) — — 13.6 92 MATTRI
Other external environment indicators
ROW applied tariff (incl. prefs.) - weighted avg (%) 15.4 6.5 34 21 |MAN ‘i‘:etz
Agriculture 23.0 17.6 n7 39 (exports)
Nonagriculture 10.3 42 21 19 N
MFN zero-duty exports (% of total exports) 205 283 340 359 Va:)“r: f‘e": E
Exports with FTA/CU partners (% of total exports) 161 33.0 32.0 32.0 I .
Preferences (EU+U.S.) utilization rate (%) — — 90.5 83.8 Lowest Highest L
Preferences (EU+U.S.) actual value (% of exports) — — 44 4.6 | World O Highinc B Upper mid inc
Real effective exchange rate (% change,+ =apprec.) 17 07 25 2.8

" Indicators shown are period averages, incl. growth rates. Latest indicates 2007; when not available, 2006 (noted by *). For more info., see User’s Guide at http;//www.worldbank.org/wti2008.
* MFN: most favored nation; NTM: nontariff measures; MA: market access; ROW: rest of the world; FTA: free trade agreement; CU: customs union; WTO: Wrold Trade Organization
GATT: General Agreement on Tariffs and Trade; WGI: World Government Indicators; “—" indicates missing value; RTA/EIA: regional trade arrangement/economic integration arrangement.
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Upper mid inc Trade At-A-Glance Apr-08
INSTITUTIONAL ENVIRONMENT (IE) 2004 2006 2007
Ease of Doing Business (rank out of 178) — 707 719
Starting a business (rank) — 74.6 78.8 Ease of
Enforcing contracts (rank) — 85.6 86.6 Doing
Closing a business (rank) — 91.0 899 Business
Other institutional environment indicators +—
WGI - Regulatory Quality (—2.5 to +2.5, best) 018 0.24 — 0 80 Y
WGI - Rule of Law (—2.5 to +2.5, best) 010 0.08 — World [ High inc [ Upper mid inc
WGiI - Control of Corruption (—2.5 to +2.5, best) 0.02 0.06 —
TRADE FACILITATION (TF) 1995-99° 2000-04" 2005-06" Latest™
Logistics Performance Index (LPI, 1to 5 best) — — 2.8 2.8 Logistic %:l
Efficiency of customs and other border procedures — — 26 26 index
Quality of transport and IT infrastructures — — 2.6 26
International transportation costs — — 27 27 T
L Trading
Logistics competence — — 27 27 Across %
Trackability of shipments — — 27 27 Borders
Domestic transportation costs — — 29 29 E
Timeliness of shipment — — 32 32 %I
UNCTAD
Other trade facilitation indicators Shipping
Doing Business - Trading Across Borders (rank out of 178) — — 80 82 i
No. of documents required for exports — — 7 7
No. of days process required for exports — — 23 22 Telephones
Cost to export (US$ per container) — — 1172 1,227 per100
No. of documents required for imports — — 8 7 b
No. of days process required for imports — — 27 25 Secondary
Cost to import (USS$ per container) — — 1,296 1,335 enrollment
Liner shipping connectivity index (0-100 best) — 2.5 134 157 ,
Telephones and mobiles per 100 people 209 497 864 95.2 0 ‘ 1
} Lowest Highest
Average cost of 3-minute call to U.S. (US$) 47 7.2 29.2 —
Internet usage (per 100 people) 15 n4 214 229 World O Highinc B Upper mid inc
Secondary gross school enrollment (%) 79.6 86.0 90.4 88.0
TRADE OUTCOME (TO) ## 1995-99° 2000-04 2005-06 Latest " Trade Growth Rate
Real growth in trade of goods and services (%) 82 73 89 83 8 e
Exports 87 75 81 72 6 —_———
Imports 85 76 10.3 95 4
Other trade outcome indicators 2
Trade integration (trade as % of GDP) 931 961 105.6 107.4 04 i i i ,
FDI inflow (% of GDP) 64 6.0 76 8.8 1995-99 2000-04 2005-06 2007
World trade share growth (%) 33 23 35 1.5 ——— Upper mid inc
Exports 44 32 3.0 13 bty 0
Imports 37 19 35 1.6
Merchandise share in total exports (%) 72.6 77 714 747 Exports Share (2005-06)
Agriculture 15.6 129 12.8 17
Manufacturing 293 326 289 325 Aé';c'
Mining and fuel 182 17.0 215 24.0 Service, ‘
Service share in total exports (%) 277 285 28.6 25.2 86
Tourism 159 17.2 17.8 10.8
Transportation 6.0 57 55 54
Other commercial services 6.2 64 72 5.8 Mza;;f,
Export product concentration index (0 to 100, highest) 316 351 347 354 Mining ’
Export market concentration index (0 to 100, highest) 409 419 414 413 ns
Top 5 exports share (% of merchandise exports) — 321 56.4 —

Top 5 exports list (merchandise only)

“ Indicators shown are period averages, incl. growth rates. Latest indicates 2008; when not available, 2006 (noted by *). For more info., see User’s Guide at http;//www.worldbank.org/wti2007
## Outcome indicators (mostly through 2006) are from the WDI (World Bank, Data Group), UNCTAD or COMTRADE; for filling gaps and 2007, data from the Prospects Group are used.
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High-Income Non-OECD Countries: Trade At-A-Glance Apr-08
2007 GDP | 2007 GDP 2007 Share 2007 Trade Membership No. of RTAs/ElAs
(millions) per capita in World Trade | per capita GATT WTO Goods Services
$135,396 $22,995 0.76% $43721 — — 6.7 17
TRADE PERFORMANCE } = Hinon-OECD
= == World
Ranking Decile . High inc
TRADE POLICY (TP) (out of 125) 281 3.0
EXTERNAL ENVIRONMENT (EE) (out of 125) 48.9 4.0 \
INSTITUTIONAL ENVIRONMENT (IE) (out of 178) 385 3.0 T B
TRADE FACILITATION (TF) (out of 151) 319 3.0 ’
TRADE OUTCOME (TO) (out of 160) 90.2 6.0 A
TF IE
1 Rankings are based on the “representative” indicators (in bold) in each group below for the latest year Outer bound represents best value in latest year
TRADE POLICY (TP) * 1995-99° 2000-04" 2005-06" Latest”
Trade Tariff Restrictiveness Index (MFN applied tariffs) — 5.1 3.6 35
TTRI (applied tariffs including preferences) — — 4.2 4.2 (J:f‘;
Overall TRI (OTRI, applied tariffs incl. prefs.+NTMs) — — 74 74
Other trade policy indicators Applied
MFN applied tariff - simple avg (%) 3 91 72 75 tariff
Dispersion (coefficient of variation) 2.5 9.2 53 19 (wgt ave)
Maximum rate 3434 793.5 3641 339.8
Agriculture - simple avg (%) 13.5 15.8 121 12.8 Import
Nonagriculture - simple avg (%) 107 81 6.5 67 duties
MFN applied tariff - trade weighted avg (%) 109 18.5 69 7.0
MFN zero-duty imports (% in total imports) 30.2 28.8 513 50.7 Non-tariff
Applied tariff (incl. prefs.) - trade weighted avg (%) 10.8 181 6.0 6.0 measures
Agriculture 13.5 223 13.5 132 S+
Nonagriculture 104 169 54 53 0 10 20 30 40
Applied tariff (incl. prefs.) - production weighted avg (%) — 35 15 — World [ Highinc H Hi non-OECD
Applied tariff (incl. prefs.) escalation (% diff. raw to finished) — 0.2 0.2 0.0
Agriculture — 39 6.6 77
Nonagriculture — 13 0.5 01
Import duties (% of imports) 32 20 18 03 S;r:::i
Tariff overhang (MFN bound less MFN applied rate,%) 234 30.6 28.0 207
Bound tariff frequency ratio (% of total lines) 74 761 767 83.2 i
Specific tariffs frequency ratio (%) 122 23 35 31 0 40 80
Non-tariff measures frequency ratio (%) 20.5 25.0 — — World 0 High inc B Hi non-OECD
Overall GATS restrictiveness index (0100, best) — — 233 248
EXTERNAL ENVIRONMENT (EE) * 1995-99° 2000-04" 2005-06" Latest”™
MA-TTRI (applied tariffs incl. prefs.) — — 34 3.0
MA-OTRI (applied tariffs incl. prefs.+NTMs) — — 10.7 73 MA-TTRI
Other external environment indicators
ROW applied tariff (incl. prefs.) - weighted avg (%) 35.0 47 3.0 25 MFN dfl:z
Agriculture 276 18.2 94 61 (exports)
Nonagriculture 33.6 41 25 23
MFN zero-duty exports (% of total exports) 201 292 349 37.0 Value of
Exports with FTA/CU partners (% of total exports) 126 292 317 334 prefer I .
Preferences (EU+U.S.) utilization rate (%) — — 80.0 57.0 Lot Highest]
Preferences (EU+U.S.) actual value (% of exports) — — 27 25 World 0 High inc B Hi non-OECD
Real effective exchange rate (% change,+ =apprec.) —0.6 —05 —06 -15

“ Indicators shown are period averages, incl. growth rates. Latest indicates 2007; when not available, 2006 (noted by *). For more info., see User’s Guide at http.//www.worldbank.org/wti2008.
* MFN: most favored nation; NTM: nontariff measures; MA: market access; ROW: rest of the world; FTA: free trade agreement; CU: customs union; WTO: Wrold Trade Organization.

GATT: General Agreement on Tariffs and Trade; WGI: World Government Indicators; “—" indicates missing value; RTA/EIA: regional trade arrangement/economic integration arrangement.
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HI non-OECD Trade At-A-Glance Apr-08
INSTITUTIONAL ENVIRONMENT (IE) 2004 2006 2007
Ease of Doing Business (rank out of 178) — 381 385
Starting a business (rank) — 60.2 60.6 Ease of
Enforcing contracts (rank) — 785 90.3 Doing
. . Business
Closing a business (rank) — 543 56.8
Other institutional environment indicators -0 20 10
WGI - Regulatory Quality (—2.5 to +2.5, best) 1.04 0.94 —
WGI - Rule of Law (—2.5 to +2.5, best) 0.95 0.83 — B World O High inc B HI non-OECD
WGI - Control of Corruption (—2.5 to +2.5, best) 0.96 0.88 —
TRADE FACILITATION (TF) 1995-99° 2000-04" 2005-06" Latest”™
Logistics Performance Index (LPI, 1to 5 best) — — 33 33 Logistic
Efficiency of customs and other border procedures — — 31 31 index
Quality of transport and IT infrastructures — — 33 33
International transportation costs — — 33 33 )
Logisti Trading
ogistics competence —_ — 33 33
. i Across
Trackability of shipments — — 33 33 Borders
Domestic transportation costs — — 238 2.8 i
Timeliness of shipment — — 3.8 3.8
UNCTAD
Other trade facilitation indicators Shipping
Doing Business - Trading Across Borders (rank out of 178) — — 33 39
No. of documents required for exports — — 6 6
No. of days process required for exports — — 3 15 Telephones
Cost to export (USS$ per container) — — 739 757 per100
No. of documents required for imports — — 7 6 i
No. of days process required for imports — — 16 15
Cost to import (US$ per container) — — 803 780 Secondary
enrollment
Liner shipping connectivity index (0-100 best) — 18.0 18.6 19.5
Telephones and mobiles per 100 people 495 99.5 1351 144.6 0 1
Average cost of 3-minute call to U.S. (USS) 3.6 2.0 31 — Lowest Highest
Internet usage (per 100 people) 49 281 410 455 World O High inc [ HI non-OECD
Secondary gross school enrollment (%) 881 90.2 924 929
TRADE OUTCOME (TO) ## 1995-99° 2000-04" 2005-06" Latest”
2 Trade Growth Rate
Real growth in trade of goods and services (%) 5.1 72 10.2 6.5 0
Exports 46 77 99 51 | g ”A_ -
Imports 58 69 108 83 |¢{ === N
Other trade outcome indicators 4
Trade integration (trade as % of GDP) 1499 157.3 165.5 172.0 2
; o 0
FDI |Ejﬂowd(4 (;f GDP) o 149 58 8.6 101 i 199599 I2000—04I2005—06I 2007 !
World trade share growth (%) 0.6 0.3 29 —37 M mon-OECD
Exports 0.3 15 2.0 -39 - Worr‘ld
Imports 12 -08 09 —01 High inc
Merchandise share in total exports (%) 63.0 59.6 591 62.6 Exports Share (2005-06)
Agriculture 84 7.0 22 2.0 i
Manufacturing 27.0 27.8 29.0 324 grzlc
Mining and fuel 19.5 18.6 19.3 194
Service share in total exports (%) 37.0 404 409 374 Service, Mza; gf’
Tourism 213 232 228 209 409
Transportation 73 71 6.8 7.0
Other commercial services 75 8.8 107 107
Export product concentration index (0 to 100, highest) 41.8 420 457 45.6
Export market concentration index (0 to 100, highest) 48.0 46.5 413 40.5 Mining,
Top 5 exports share (% of merchandise exports) 91.8 71.6 68.6 — 193

Top 5 exports list (merchandise only)

* Indicators shown are period averages, incl. growth rates. Latest indicates 2008; when not available, 2006 (noted by *). For more info., see User’s Guide at http;//www.worldbank.org/wti2007
## Outcome indicators (mostly through 2006) are from the WDI (World Bank, Data Group), UNCTAD or COMTRADE; for filling gaps and 2007, data from the Prospects Group are used.
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High-Income OECD Countries: Trade At-A-Glance Apr-08
2007 GDP | 2007 GDP 2007 Share 2007 Trade Membership No. of RTAs/ElAs
(millions) per capita | in World Trade per capita GATT WTO | Goods Services
$1524,046 | $45023 237% $46,948 — — 181 42
TRADE PERFORMANCE * —— HI OECD
. . = == World
Ranking Decile " High inc
TRADE POLICY (TP) (out of 125) 21.8 2.0
EXTERNAL ENVIRONMENT (EE) (out of 125) 68.4 6.0
INSTITUTIONAL ENVIRONMENT (IE) (out of 178) 235 2.0 TOo EE
TRADE FACILITATION (TF) (out of 151) 15.5 2.0
TRADE OUTCOME (TO) (out of 160) 67.3 5.0
TF IE
1 Rankings are based on the “representative” indicators (in bold) in each group below for the latest year Outer bound represents best value in latest year
TRADE POLICY (TP) * 1995-99° 2000-04" 2005-06" Latest”
Trade Tariff Restrictiveness Index (MFN applied tariffs) — 5.2 4.0 37 —
TTRI (applied tariffs including preferences) — — 19 19 (MFN)
Overall TRI (OTRI, applied tariffs incl. prefs.+NTMs) — — 67 67
Other trade policy indicators Applied
MFN applied tariff - simple avg (%) 74 6.2 57 5.6 tariff
Dispersion (coefficient of variation) 45 8.8 24 24 (et ave)
Maximum rate 1488.0 19037 365.6 3469
Agriculture - simple avg (%) 234 204 19.0 194 Ir;i?er;
Nonagriculture - simple avg (%) 51 41 37 3.6
MFN applied tariff - trade weighted avg (%) 78 4.0 34 33
MFN zero-duty imports (% in total imports) 28.8 44.0 59.5 6011 Non-tariff
Applied tariff (incl. prefs.) - trade weighted avg (%) 6.5 29 21 24 measres
Agriculture 207 174 14.0 14.8 K 12) 2I0 3.0 4.0
Nonagriculture 54 19 15 1.6
Applied tariff (incl. prefs.) - production weighted avg (%) — — 29 19 @ World [ Highinc B HI OECD
Applied tariff (incl. prefs.) escalation (% diff. raw to finished) — -03 01 =01
Agriculture — 5.0 1611 15.8
Nonagriculture — —05 17 13
R o . Services
Import duties (% of imports) 0.8 07 07 0.2 commit
Tariff overhang (MFN bound less MFN applied rate, %) —01 1 2.0 21
Bound tariff frequency ratio (% of total lines) 99.6 99.5 99.5 994 i
Specific tariffs frequency ratio (%) 3.0 2.8 133 1.8 0 40 80
Non-tariff measures frequency ratio (%) 327 247 — — W World O High inc B HI OECD
Overall GATS restrictiveness index (0-100, best) — — 491 491
EXTERNAL ENVIRONMENT (EE) * 1995-99° 2000-04" 2005-06" Latest™
MA-TTRI (applied tariffs incl. prefs.) — — 47 41
MA-OTRI (applied tariffs incl. prefs.+NTMs) — — 15.8 9.8 MA-TTRI
Other external environment indicators MEN duty
ROW applied tariff (incl. prefs.) - weighted avg (%) 79 5.2 3.6 3.0 free
Agriculture 218 171 106 8.0 (exports)
Nonagriculture 6.2 39 2.8 26
Value of
MFN zero-duty exports (% of total exports) 232 347 39.6 417 prefer
Exports with FTA / CU partners (% of total exports) 51.8 5611 56.3 56.4 : !
Preferences (EU+U.S.) utilization rate (%) — — 93.5 93.0 Lowest Highest
Preferences (EU+U.S.) actual value (% of exports) — — 14 14 7 World O High inc B HI-OECD
Real effective exchange rate (% change,+ =apprec.) —01 12 03 19

“ Indicators shown are period averages, incl. growth rates. Latest indicates 2007; when not available, 2006 (noted by *). For more info., see User’s Guide at http.//www.worldbank.org/wti2008.
* MFN: most favored nation; NTM: nontariff measures; MA: market access; ROW: rest of the world; FTA: free trade agreement; CU: customs union; WTO: Wrold Trade Organization.

GATT: General Agreement on Tariffs and Trade; WGI: World Government Indicators; “—" indicates missing value; RTA/EIA: regional trade arrangement/economic integration arrangement.
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HI OECD Trade At-A-Glance Apr-08
INSTITUTIONAL ENVIRONMENT (IE) 2004 2006 2007
Ease of Doing Business (rank out of 178) — 234 235
Starting a business (rank) — 362 416 Ease of
Enforcing contracts (rank) — 333 334 BUZ;’LE
Closing a business (rank) — 19.2 20.5
Other institutional environment indicators 5 s w0
WGI - Regulatory Quality (—2.5 to +2.5, best) 147 138 —
WG - Rule of Law (—2.5 to +2.5, best) 1.55 153 — @ World B High inc Bl HI OECD
WGI - Control of Corruption (—2.5 to +2.5, best) 1.67 1.63 —
TRADE FACILITATION (TF) 1995-99° 2000-04" 2005-06" Latest™
Logistics Performance Index (LPI, 1 to 5 best) — — 3.8 3.8 Logistic
Efficiency of customs and other border procedures — — 3.6 3.6 Index |
Quality of transport and IT infrastructures — — 3.8 3.8
International transportation costs — — 3.6 3.6 Trading
Logistics competence — — 3.8 3.8 Bﬁ:{;:iz
Trackability of shipments — — 3.8 3.8
Domestic transportation costs — — 25 25 UN_CTf‘D ]
Timeliness of shipment — — 42 42 Shipping P77
Other trade facilitation indicators Telephones
Doing Business - Trading Across Borders (rank out of 178) — 23 25 per 100
No. of documents required for exports — — 5 5
No. of days process required for exports — — 1 10 Secondary [FEEEEE
Cost to export (US$ per container) — — 858 900 envoliment 72222
No. of documents required for imports — — 6 5 0 1
No. of days process required for imports — — 1 1 Lowest Highest
Cost to import (USS$ per container) — — 950 981 @ World O Highinc B HI OECD
Liner shipping connectivity index (0-100 best) — 395 414 419
Telephones and mobiles per 100 people 75.0 130.6 150.9 1534
Average cost of 3-minute call to U.S. (US$) 23 15 1.0 —
Internet usage (per 100 people) n7 394 55.6 577
Secondary gross school enrollment (%) 104 no4 107.5 95.6
TRADE OUTCOME (TO) ## 1995-99° 2000-04" 2005-06" Latest”™
Real growth in trade of goods and services (%) 81 53 6.8 87 |10 Trade Growth Rate
Exports 78 51 62 85 |84 S__.-=TT><
Imports 84 5.5 75 9.0 6
Other trade outcome indicators 4
Trade integration (trade as % of GDP) 751 84.6 894 919 2
FDI inflow (% of GDP) 33 19.0 157 163 | o4 . . . .
World trade share growth (%) 07 02 -8 0.0 1995-99 2000-04 2005-06 2007
Exports 05 0.2 -27 -02 Z__IhoED
Imports 1.0 01 —09 0.5 High inc
Merchandise share in total exports (%) 749 731 72.6 731
Agriculture 126 100 92 91 Exports share (2005-06)
Manufacturing 54.2 524 50.5 50.3 Agric,
Mining and fuel 69 77 29 10.6 ) 92
Service,
Service share in total exports (%) 251 269 274 269 274
Tourism 94 9.0 84 71
Transportation 59 6.7 6.4 6.2
Other commercial services 9.8 2.8 139 134 Mining,
Export product concentration index (0 to 100, highest) 13.2 141 14.4 144 99 Manuf,
Export market concentration index (0 to 100, highest) 32.0 316 30.8 307 505
Top 5 exports share (% of merchandise exports) — — 29.8 —

Top 5 exports list (merchandise only)

* Indicators shown are period averages, incl. growth rates. Latest indicates 2008; when not available, 2006 (noted by *). For more info., see User’s Guide at http.//www.worldbank.org/wti2007
## Outcome indicators (mostly through 2006) are from the WDI (World Bank, Data Group), UNCTAD or COMTRADE; for filling gaps and 2007, data from the Prospects Group are used.






APPENDIX E

Full List of Indicators

Main Rankings

Trade Policy (TTRI-MFN applied tariffs) (rank out of 125 countries)

External Environment (MA-TTRI incl. prefs) (rank out of 125 countries)

Institutional Environment (Ease of Doing Business) (overall rank out of 178 countries)
Trade Facilitation (LPI) (overall rank out of 151 countries)

Trade Outcome (Real Growth in Trade) (rank out of 160 countries)

Trade Policy—Trade Restrictiveness Indices

TTRI (MFN applied tariff)—All Goods
TTRI (MFN applied tariff)—Agriculture
TTRI (MFN applied tariff)—Nonagriculture
OTRI (MFN applied tariff + nontariff measures [NTMs])—All Goods
OTRI (MFN applied tariff + NTMs)—Agriculture
OTRI (MFN applied tariff + NTMs)—Nonagriculture
TTRI (applied tariff, incl. prefs)—All Goods
TTRI (applied tariff, incl. prefs)—Agriculture
TTRI (applied tariff, incl. prefs)—Nonagriculture
OTRI (applied tariff, incl. prefs + NTMs)—All Goods
OTRI (applied tariff, incl. prefs + NTMs)—Agriculture
OTRI (applied tariff, incl. prefs + NTMs)—Nonagriculture
NTM Frequency Ratio—All Goods

Trade Policy—MFN Applied Tariffs (Ad Valorem + Ad Valorem
Equivalents)

MFN Applied Tariff—Simple Average—All Goods (%)
MFN Applied Tariff—Simple Average—Agriculture (%)
MFN Applied Tariff—Simple Average—Nonagriculture (%)
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MFN Applied Tariff—Coefficient of Variation—All Goods
MFN Applied Tariff—Coefficient of Variation—Agriculture
MFN Applied Tariff—Coefficient of Variation—Nonagriculture
MFN Applied Tariff—Maximum—All Goods (%)
MFN Applied Tariff—Maximum—Agriculture (%)
MFN Applied Tariff—Maximum—Nonagriculture (%)
MFN Applied Tariff—Weighted Average—All Goods (%)
MFN Applied Tariff—Weighted Average—Agriculture (%)
MFN Applied Tariff—Weighted Average—Nonagriculture (%)

Trade Policy—MFN Applied Tariffs (Ad Valorem Only)

MFN Applied (AV-only) Tariff—Simple Average—All Goods (%)

MFN Applied (AV-only) Tariff—Simple Average—Agriculture (%)
MEFN Applied (AV-only) Tariff—Simple Average—
Nonagriculture (%)

MFN Applied (AV-only) Tariff—Coefficient of Variation—All Goods
MFN Applied (AV-only) Tariff—Coefficient of Variation—Agriculture
MFN Applied (AV-only) Tariff—Coefficient of Variation—

Nonagriculture

MEFN Applied (AV-only) Tariff—Maximum—All Goods (%)

MFN Applied (AV-only) Tariff—Maximum—Agriculture (%)
MEN Applied (AV-only) Tariff—Maximum—Nonagriculture (%)

MFN Applied (AV-only) Tariff—Weighted Average—All Goods (%)
MFN Applied (AV-only) Tariff—Weighted Average—Agriculture (%)
MFN Applied (AV-only) Tariff—Weighted Average—

Nonagriculture (%)

Trade Policy—Applied Tariffs (incl. prefs)

Applied Tariff (incl. preferences)—Simple Average—All Goods (%)
Applied Tariff—Simple Average—Agriculture (%)
Applied Tariff—Simple Average—Nonagriculture (%)
Applied Tariff—Coefficient of Variation—All Goods (%)
Applied Tariff—Coefficient of Variation—Agriculture (%)
Applied Tariff—Coefficient of Variation—Nonagriculture (%)
Applied Tariff—Maximum—All Goods (%)
Applied Tariff—Maximum—Agriculture (%)
Applied Tariff—Maximum—Nonagriculture (%)
Applied Tariff—Weighted Average—All Goods (%)
Applied Tariff—Weighted Average—Agriculture (%)
Applied Tariff—Weighted Average—Nonagriculture (%)
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Trade Policy—Applied Tariff Escalation

Applied Tariff Escalation (% diff., raw to finished)—All Goods (%)
Applied Tariff Escalation (% diff., raw to finished)—Agriculture (%)
Applied Tariff Escalation (% diff., raw to finished)—Nonagriculture (%)

Applied Tariff Escalation (% change, raw to finished)—All Goods (%)
Applied Tariff Escalation (% change, raw to finished)—Agriculture (%)
Applied Tariff Escalation (% change, raw to finished)—Nonagriculture (%)

Trade Policy—MFN Duty Free

MEN-0 Import Value (% Total Imports)—All Goods
MFN-0 Import Value (% Total Imports)—Agriculture
MFN-0 Import Value (% Total Imports)—Nonagriculture

Share of Tariff Lines with MFN-0—AIl Goods (%)

Share of Tariff Lines with MFN-0—Agriculture (%)

Share of Tariff Lines with MFN-O—Nonagriculture (%)
Customs and Other Import Duties as a % of Imports
Customs and Other Import Duties as a % of Total Revenues

Trade Policy—Peaks, Bounds, and Specific Tariffs

Share of Tariff Lines with Domestic Peaks—All Goods (%)

Share of Tariff Lines with Domestic Peaks—Agriculture (%)
Share of Tariff Lines with Domestic Peaks—Nonagriculture (%)

Share of Tariff Lines with International Peaks—All Goods (%)

Share of Tariff Lines with International Peaks—Agriculture (%)

Share of Tariff Lines with International Peaks—Nonagriculture (%)
Share of Tariff Lines Bound—All Goods (%)

Share of Tariff Lines Bound—Agriculture (%)

Share of Tariff Lines Bound—Nonagriculture (%)

Total Overhang (MFN bound less MFN applied rate)—All Goods (%)
Total Overhang (MFN bound less MFN applied rate)—Agriculture (%)
Total Overhang (MFN bound less MFN applied rate)—Nonagriculture (%)

Frequency Ratio of Specific Tariff (% total lines)—All Goods
Frequency Ratio of Specific Tariff (% total lines)—Agriculture
Frequency Ratio of Specific Tariff (% total lines)—Nonagriculture

Trade Policy—WTO, GATS, and Other Services

WTO Dispute Ruling (as a defendant)
WTO Notifications Outstanding (Central Registry of Notifications)
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WTO Antidumping
WTO Countervailing Duties
WTO Safeguards
GATS Commitments Index (0-100, most liberal) All Service
Sectors (12)
GATS Commitments Index—Market Access (0-100, most liberal)
GATS Commitments Index—National Treatment (0-100, most liberal)
GATS Commitments Index—Business Services (0-~100, most liberal)
GATS Commitments Index—Communication Services (0-100, most
liberal)
GATS Commitments Index—Construct/Engineering Services
(0-100, most liberal)
GATS Commitments Index—Distribution Services (0~100, most

liberal)

GATS Commitments Index—Educational Services (0~100, most
liberal)

GATS Commitments Index—Environmental Services (0-100, most
liberal)

GATS Commitments Index—Financial Services (0-100, most liberal)
GATS Commitments Index—Health/Social Services (0-100, most
liberal)
GATS Commitments Index—Tourism/Travel Services (0-100, most
liberal)
GATS Commitments Index—Recreational/Cultural Services (0-100,
most liberal)
GATS Commitments Index—Transport Services (0-100, most liberal)
GATS Commitments Index—Other Services (0100, most liberal)
USITC Banking GATS Commitment Index (0-100, most liberal)
ITU Foreign Participation/Ownership—Telecommunications (%)
ITU Competition Index—Telecommunications Sector (0-2, full
competition)

Market Access—TTRI, Applied Tariffs, MFN Duty Free

MA-TTRI (applied tariff incl. prefs)—All Goods
MA-TTRI (applied tariff incl. prefs)—Agriculture
MA-TTRI (applied tariff incl. prefs)—Nonagriculture
MA-OTRI (applied tariff incl. prefs + NTMs)—All Goods
MA-OTRI (applied tariff incl. prefs + NTMs)—Agriculture
MA-OTRI (applied tariff incl. prefs + NTMs)—Nonagriculture
ROW Applied Tariff (incl. prefs)—Simple Average—All Goods (%)
ROW Applied Tariff (incl. prefs)—Simple Average—Agriculture (%)
ROW Applied Tariff (incl. prefs)—Simple Average—
Nonagriculture (%)
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ROW Applied Tariff (incl. prefs)}—Coefficient of Variation—All Goods (%)
ROW Applied Tariff (incl. prefs)—Coefficient of Variation—Agriculture (%)
ROW Applied Tariff (incl. prefs)—Coefficient of Variation—

Nonagriculture (%)

ROW Applied Tariff (incl. prefs)—Maximum—All Goods (%)
ROW Applied Tariff (incl. prefs)}—Maximum—Agriculture (%)
ROW Applied Tariff (incl. prefs)—Maximum—Nonagriculture (%)

ROW Applied Tariff (incl. prefs)—Weighted Average—All Goods (%)
ROW Applied Tariff (incl. prefs)—Weighted Average—

Agriculture (%)
ROW Applied Tariff (incl. prefs)—Weighted Average—
Nonagriculture (%)

Real Effective Exchange Rate—(% change, + =appreciation)

MFN-0 Export Value (% in total exports)—All Goods
MFN-0 Export Value (% in total exports)—Agriculture
MFN-0 Export Value (% in total exports)—Nonagriculture

Market Access—FTA/CU, Preferences, WTO Complainant

No. of FTAs/CUs—Goods and Services
No. of FTAs/CUs—Goods
No. of FTAs/CUs—Services
Share of Trade with FTA/CU Partners—Exports
Share of Trade with FTA/CU Partners—Imports
Preferences (EU + U.S.) Utilization Rate (%, actual/potential value)
Preferences (EU-only) Utilization Rate (%, actual/potential value)
Preferences (U.S.-only) Utilization Rate (%, actual/potential value)
Preferences (EU + U.S.) Actual Value (% of exports)
Preferences (EU-only) Actual Value (% of exports)
Preferences (U.S.-only) Actual Value (% of exports)
Preferential Exports (EU + U.S.) Take-Up Rate (%)
Preferential Exports (EU-only) Take-Up Rate (%)
Preferential Exports (U.S.-only) Take-Up Rate (%)
WTO Dispute Rulings as Complainant

Institutional Environment

Ease of Doing Business—Rank (out of 178, worst)—Same as Institutional
Environment Ranking
Doing Business—Starting a Business Rank
Doing Business—Closing a Business Rank
Doing Business—Enforcing Contracts Rank
WGI—Government Effectiveness
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WGI—Regulatory Quality
WGI—Rule of Law
WGI—Control of Corruption

Trade Facilitation

LPI—Overall (1-5, best)
LPI—Efficiency of Customs and Other Border Procedures
LPI—Quality of Transport and International Transport Infrastructures
LPI—International Transport Costs
LPI—Logistics Competence
LPI—Trackability of Shipments
LPI—Domestic Transportation Costs
LPI—Timeliness of Shipments
Doing Business—Trading across Borders Rank (out of 178)
Doing Business—No. of Documents for Export
Doing Business—Days for Export
Doing Business—Cost to Export (US$ per container)
Doing Business—No. of Documents for Import
Doing Business—Days for Import
Doing Business—Cost to Import (US$ per container)
UNCTAD—Liner Shipping Connectivity Index (0 to 100, best)
Telephones (fixed + mobile) per 100 Inhabitants
Average Cost of 3-Minute Call to United States (US$)
Personal Computers per 100 Inhabitants
Internet Users per 100 Inhabitants
Secondary Gross School Enrollment (%)
Tertiary Gross School Enrollment (%)
Total Freight Costs to United States (% of import value)
Air Freight Costs to United States (% of import value)
Air Freight Costs from United States—DHL, 1 Ibs
Pump Price for Diesel Fuel (US$ per liter)
Electricity Cost for Industry (US$ per kilowatt hour)

Trade Outcome—Real Growth and Overall Nominal Growth

Real Growth in Total Trade (g+s, %)
Real Growth in Exports (g+s, %)
Real Growth in Merchandise Exports (%)
Real Growth in Services Exports (%)
Real Growth in Imports (g+s, %)
Real Growth in Merchandise Imports (%)
Real Growth in Services Imports (%)
Nominal Growth in Total Trade (g+s, %)
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Trade Outcome—Nominal Growth in Exports

Nominal Growth in Exports (g+s, %)
Nominal Growth in Merchandise Exports (%)
Nominal Growth in Agricultural Exports (%)
Nominal Growth in Nonagricultural Exports (%)
Nominal Growth in Manufacturing Exports (%)
Nominal Growth in Mining Exports (%)
Nominal Growth in Services Exports (%)
Nominal Growth in Transport Exports (%)
Nominal Growth in Travel Exports (%)
Nominal Growth in Other Commercial Services Exports (%)

Trade Outcome—Nominal Growth in Imports

Nominal Growth of Imports (g+s, %)
Nominal Growth of Merchandise Imports (%)
Nominal Growth in Agricultural Imports (%)
Nominal Growth in Nonagricultural imports (%)
Nominal Growth in Manufacturing Imports (%)
Nominal Growth in Mining Imports (%)
Nominal Growth in Services Imports (%)
Nominal Growth in Transport Imports (%)
Nominal Growth in Travel Imports (%)
Nominal Growth in Other Commercial Services Imports (%)

Trade Outcome—Trade Integration, World Market Share,
and Growth and Trade Balance

Trade Integration (total trade as a % of GDP)
Trade Share Growth of World Market (%)
Total Trade Share (g+s) of the World Market
Trade (g+s) Balance (as a % of GDP)
Merchandise Trade Balance (as a % of GDP)

Trade Outcome—Export Integration

Export Integration (as a % of GDP)
Merchandise Exports (as a % of GDP)
Agricultural Exports (as a % of GDP)
Nonagricultural Exports (as a % of GDP)
Manufacturing Exports (as a % of GDP)
Mining, Fuel, and Other Exports (as a % of GDP)
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Services Exports (as a % of GDP)
Transport Exports (as a % of GDP)
Travel Exports (as a % of GDP)

Other Services Exports (as a % of GDP)

Trade Outcome—Import Integration

Import Integration (as a % of GDP)
Merchandise Imports (as a % of GDP)
Agricultural Imports (as a % of GDP)
Nonagricultural Imports (as a % of GDP)
Manufacturing Imports (as a % of GDP)
Mining, Fuel, and Other Imports (as a % of GDP)
Services Imports (as a % of GDP)
Transport Imports (as a % of GDP)
Travel Imports (as a % of GDP)
Other Services Imports (as a % of GDP)

Trade Outcome—Share and Concentration

Merchandise Share in Total Exports (%)
Agricultural Exports Share of Total Exports (g+s, %)
Nonagricultural Exports Share of Total Exports (g+s, %)
Manufacturing Share of Total Exports (g+s, %)
Mining, Fuel, and Other Share of Total Exports (g+s, %)
Services Share in Total Exports (%)
Transport Share of Total Exports (g+s, %)
Travel Share of Total Exports (g+s, %)
Other Services Share of Total Exports (g+s, %)
Share of Top Five Merchandise Exports (as % of total exports)
Export (merchandise) Concentration index
Export (merchandise) Destination Index
Share of Top Five Merchandise Imports (as % of total imports)
Import (merchandise) Concentration Index
Import (merchandise) Destination Index

Trade Outcome—Export Share in the Growth of World Market

Exports Share Growth of the World Market (%)

Merchandise Export Share Growth of World Market (%)
Agricultural Exports Share Growth of World Market (%)
Nonagricultural Exports Share Growth of World Market (%)

Manufacturing Exports Share Growth of World Market (%)
Mining Exports Share Growth of World Market (%)
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Services Exports Share Growth of World Market (%)
Transport Services Exports Share Growth of World Market (%)
Travel Services Exports Share Growth of World Market (%)
Other Services Exports Share Growth of World Market (%)

Trade Outcome—Import Share in the Growth of World Market

Imports Share Growth of World Market (%)

Merchandise Imports Share Growth of World Market (%)
Agricultural Imports Share Growth of World Market (%)
Nonagricultural imports Share Growth of World Market (%)

Manufacturing Imports Share Growth of World Market (%)
Mining, Fuel, and Other Imports Share Growth of
World Market (%)

Services Imports Share Growth of World Market (%)

Transport Services Imports Share Growth of World Market (%)
Travel Services Imports Share Growth of World Market (%)
Other Services Imports Share Growth of World Market (%)

Trade Outcome—Export Share of the World Market (%)

Exports Share of World Market (%)
Merchandise Exports Share of World Market (%)
Agricultural Exports Share of World Market (%)
Nonagricultural Exports Share of World Market (%)
Manufacturing Exports Share of World Market (%)
Mining, Fuel, and Other Exports Share of World Market (%)
Services Exports Share of World Market (%)
Transport Services Exports Share of World Market (%)
Travel Services Exports Share of World Market (%)
Other Services Exports Share of World Market (%)

Trade Outcome—Import Share of the World Market (%)

Imports Share of World Market (%)
Merchandise Imports Share of World Market (%)
Agricultural Imports Share of World Market (%)
Nonagricultural Imports Share of World Market (%)
Manufacturing Imports Share of World Market (%)
Mining, Fuel, and Other Imports Share of World Market (%)
Services Imports Share of World Market (%)
Transport Services Imports Share of World Market (%)
Travel Services Imports Share of World Market (%)
Other Services Imports Share of World Market
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Trade Outcome—FDI and Remittances

FDI Inflows (as % of GDP)

FDI Inflows (as % of exports)

FDI Inflows (as % of total FDI to Low and Middle Income Countries)

FDI Inflows (as % of total FDI to Low and Middle Income Countries,
excluding China and India)

Trade Outcome—Export and Import Products

No. of (merchandise) Products Exported
No. of (merchandise) Products Imported
Top 5 Exports (merchandise) Product List (2005)
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Chapter1

1. From this point on “countries” will be used to denote both countries and
customs territories.

2. When 2007 is not available, then the most recent period shown in the tables and
charts in this report is 2006.

3. Some indicators in any given year or time period may have no country cov-
erage (for example, the nontariff measures frequency ratio since 2002). For other
indicators in the most recent years, country coverage varies from a minimum of 79
(the production-weighted import tariff) to 202 (2006 rest-of-the-world tariffs),
and a maximum of 203 countries (2006 governance indicators) out of a total of
210 countries and territories. In between are indicators for simple tariff averages
(with 149-52 countries in 2006 and 2007, respectively), and for aggregate trade
outcomes (with 152-61 countries in 2006 and 2007, respectively).

4. A detailed description and a full set of indicators and country briefs, with
accompanying Trade-At-A-Glance (TAAG) tables with a subset of 80 indicators, can
be found at http://www.worldbank.org/wti2008.

5. Tariff and trade indicators by 22 product groups are available in the World
Tariff Profiles 2006 and in the World Tariff Profiles 2007 (forthcoming 2008), a
joint ITC, UNCTAD, and WTO database and publication (available at http://www.
wto.org/english/res_e/statis_e/statis_e.htm). Online detailed information by product
groups and by tariff line is accessible from the International Trade Centre’s Market
Analysis Services portal (http://www.intracen.org/mas/). These databases are linked
to the WTTI database.

6. This indicator is available for 79 countries for which matching tariff and
production data are available at the disaggregated level in the Global Trade Analysis
Project (GTAP) database.

7. The medium-term goal is to offer WTI Web site users the flexibility to con-
struct weighted averages of the indicators (weighting for example by population,
output, or trade share in the world total) for customized analyses of user-defined
country groupings.
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Chapter 2

1. For a brief discussion of the theoretical and empirical literature supporting the
choice and organization of indicators, see the evidence and references mentioned in
appendix B to this report and also the various papers cited in World Bank (2001).

2. There may be some differences in precise ranking across individual coun-
tries, but generally the countries are ranked similarly within a category. Note that
the online WTI database defaults to a particular representative indicator (see
appendix B), but users may rank countries by any other indicators or a combination
of any five indicators based on user-defined weights.

3. The discussion in this paper refers to applied rather than bound tariffs. There are
two indicators in the database that deal with bound tariff rates: the share of tariff lines
that have been bound in the WTO and the tariff overhang (bound/applied ratio).

4. See Kee and others (2008) for more details on the TRIs, which use estimated
elasticities to calculate the impact of a tariff schedule on a country’s imports. These
measures are based on actual or current trade patterns and thus do not capture
restrictions facing new or potential trade. They also do not take into account domestic
subsidies or export taxes. The latest available TRIs were published in May 2008 but
were calculated in December—November 2007 and were based mostly on tariff and
trade flows for 2006 (see http://go.worldbank.org/C5VQIIV3HO).

5. MFN applied tariffs are the nonpreferential tariffs applicable to all WTO
partners per national schedules (as opposed to bound levels at the WTO).

6. An effort managed by the International Trade Centre and funded by the
World Bank and other donors is under way to update nontariff measure information
for about a dozen countries, but additional funding for increasing country coverage
remains to be secured (about US$100,000 per country is required).

7. The spike in the high-income non-OECD applied tariff (including prefer-
ences) shown in the second panel of figure 2.2 is driven by an outlier, Bermuda,
whose early 2000s average tariff was 173.6 percent (in the UNCTAD Trade Analysis
and Information System [TRAINS] database), but whose late 1990s tariff was missing
(it is about 30 percent for later periods). Without it, the chart would have displayed
a gradual decrease in the protection rate for this country group.

8. In 2005, Madagascar simplified the structure of its duties and taxes on imports,
in particular by abolishing a large “import tax” and a small “statistical tax” on imports
and consolidating them in its customs tariffs. Thus, the large increase in the WTTI tariff-
based indicators between the early and the mid-2000s does not represent an increase
in protection but a change in the type of protection accorded. In fact, (consolidated)
import revenues remained virtually unchanged between 2005 and 2006. For this
reason, Madagascar is not included among the 31 countries that raised their tariffs.

9. Each group average is significantly different from that of the rest-of-the-world.

10. Low or no average increases, however, do not reveal whether actual changes
on individual products occurred.

11. The production-weighted tariff tends to overstate protection as it takes into
account only those tariff lines corresponding to goods produced by the country, which
have usually higher tariff rates than other goods. It is useful to look at alternative measures
of protection in order to understand a country’s overall policy stance.

12. Specific tariffs require complex estimation of ad valorem equivalent rates,
involving unit prices, to be averaged with the more prevalent ad valorem tariffs. As mar-
ket conditions change, unit prices change and so does the implied protection afforded
by an unchanged specific tariff (to be also reflected in all aggregate measures of tariffs
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and often also in the maximum tariff rate), even though no change in tariff policy has
occurred.

13. The high variability in the MNA regional average figures stems from a combi-
nation of factors. In the early 2000s, Tunisia’s negative escalation dominates Jordan’s,
the only other country in the database. In 2005 and 2007, the inclusion of Egypt
(with overall escalation rates of 468 and 603 percent, respectively) trumps the other
7-8 countries’ numbers for which such estimates are available. In 2006, the unavailabil-
ity of Egypt’s escalation estimates is responsible for the much lower regional average.

14. The high ratio for the non-OECD high-income group is driven by Bahrain,
Kuwnait, and the Bahamas.

15. See Mattoo, Stern, and Zanini 2008; World Bank 2008.

16. Each entry by subsector and by mode in the commitment schedule has been
graded 1, 0.5, or 0, depending on whether scheduled liberalization commitments are
full and unqualified, partial or qualified, or unbound (nil or virtually nil). Such raw
scores are then aggregated by subsectors and modes to which specific weights are
assigned to reflect their economic importance in the world economy.

17. In fact, countries usually at the top of global competitiveness rankings and
whose actual policies and regulations are very open to services trade, like Singapore,
Hong Kong (China), and the United Arab Emirates, rank very low using this indicator
(26, 23, and 17, respectively), due solely to weak commitments under the GATS.

18. An ongoing project at the World Bank surveying selected services sectors in a
number of developing countries (56 in its first pilot phase) will enable the construction
of a more comprehensive set of indices of actual services trade restrictiveness, which are
expected to be included in the next (late 2008) update of the online WTI database.

19. In banking, both the subsector index of the GATS commitment index dis-
cussed and a sector-specific index constructed independently by the U.S.I.T.C show
that the LAC region and many EU member countries have the lowest commitments
(with the Baltic states at the bottom). The EAP region, Japan, ECA countries that
have not acceded to the EU, and upper-middle-income countries have the highest
commitments. Within such groups, however, there are large differences. For instance,
in the LAC region, Costa Rica is the country most closed to foreign providers of bank-
ing services, while Mexico and Uruguay are fully open to foreign banking services
providers. In the EAP region, China is the most restrictive market for banking services
providers, while Indonesia, Malaysia, and Vietnam in contrast are fully open.

20. The data on preferences are partial since South-South agreements are not
fully covered in the TRAINS or ITC databases. Neither do they fully include prefer-
ences granted by all the high-income countries, although recent years’ preferences
are covered better than in the past and EU and U.S. preferences are well covered.
Better quality of the data on preferences in the last two years may explain some of
the market access improvements noted in this section (see also footnotes 22, 24).

21. See Kee, Nicita, and Olarreaga (2008) for more details on this indicator. The
MA-TTRI computes a single “uniform tariff” equivalent of all tariffs facing the given
country’s exports, using estimated elasticities to calculate the impact on trade flows.
It is calculated using bilateral trade and preferential tariffs (and assuming their full
utilization) as recorded in the TRAINS database. It is also based on actual or current
trade patterns, a static measure that does not capture dynamic trade dimensions such
as new exports that may result from changes in policies or market conditions. Just
as for the TRIs, a version including nontariff measures (the MA-OTRI, based on the
latest available information for 2001 or earlier) is available in the WTI database (see
http://go.worldbank.org/C5VQJIV3HO for more details on the World Bank TRIs).



N4

Notes

22. The LAC region’s relative standing is negatively affected by the lack of
updated information on FTA preferences for the Central American countries (for
more details see footnote 24) in the database used to calculate market access restric-
tiveness indicators. Note however that the WTI estimates discussed below on the
value of U.S. preferences rely on national data for 2006 and thus do reflect the post-
CAFTA (Central America Free Trade Agreement) preferences, although their impact
on trade flows will become apparent only in later years.

23. Between 2005 and 2006, the rest-of-the-world trade-weighted applied tar-
iffs (including preferences) for Brazil went from 7.8 to 3.8 percent for all goods and
from 19.9 to 12.8 percent for agriculture; for Argentina they dropped from 10.5 to
4.8 percent for all goods, and from 6.8 to 3 percent for agriculture.

24. After the DR-CAFTA with the United States became effective in April 2006,
the high effective pre-CAFTA preferential tariffs that the United States imposed on
Central American exports of cotton products were reduced significantly, in many
cases to zero, but the TRAINS database (and thus also the various restrictiveness
indicators that rely on this database) still reflect for 2006 the higher, pre-CAFTA
preferential tariffs. Thus, Central American countries’ (and the LAC region’s) relative
standing on market access is expected to improve once the 2007 applied tariffs will
be taken into account in the next WTI update. The WTI estimates discussed below
of the value of U.S. preferences rely on national data for 2006 and thus do reflect
the post-CAFTA preferences, although their impact on trade flows is expected to
become visible only in later years.

25. Note that the criterion used excludes China and Thailand, both large export-
ers of garments and textiles from the rest-of-the-world point of view, as the focus
here is on the economic importance of this product category for the exporting coun-
try, not the global economy.

26. While such partial correlations do not help identify causality or the relative
importance of one variable to the determination of the other when many factors are
contributing to the final outcome, these patterns suggest that enhanced unilateral
preferences aimed at improved market access may help trade and export growth in
the beneficiary countries.

27. Note that some trade flows with FTA/CU partners may still be subject to
some tariffs, depending on the degree of coverage of each FTA/CU arrangement,
and so the WTI indicator should be interpreted as the potential share of trade under
FTA/CU arrangements that could be subject to zero duties. Also, the share of trade
occurring with FTA/CU partners cannot be simply added to the MFN-0 share to get
an overall picture of trade occurring duty free, since some of the trade recorded as
FTA/CU trade may well take place under MFN-0 as well.

28. LDCs are 50 of the poorest countries that have a special status in the WTO
and enjoy special tariff preferences from most OECD countries. They are so classified
by UNCTAD according to three criteria: low income, human resource scarcity, and
economic vulnerability.

29. The value of potential preferences is the difference between the MFN duty
and the potential preferential duty (regardless of whether the trade was subjected
or not in reality to that preferential duty) times eligible exports. The actual value of
preferences is the difference between the MFN duties on those exports that actually
entered under preferences and the duties that have been actually paid using trade
preferences granted to that country times actual exports. For ease of comparison
across the countries, they are both expressed as a percentage of a beneficiary country’s
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total exports to the relevant preference-granting country(ies) (the United States and
the EU for this WTI 2008 round).

30. Brenton and Tkezuki (2005) reach the same conclusion on their work on Africa
and LDCs. This paper makes the same point but at the global level. The tariff savings
are small, either because the share of exports for which preferences granted is small, or
for which preferences claimed is small, for example, due to restrictive rules of origin,
or because the preferential margins (difference between MFN and preferential tariffs)
are small or in some cases nil (for example, in case of MFN-0).

31. Appendix B has a discussion of the theoretical and empirical literature that
links the institutional environment to trade outcomes. There is a vast literature on
how good institutional environments support trade. See also World Bank 2002.

32. The 2008 Ease of Doing Business findings were released in October 2007,
based on underlying surveys conducted in the spring of 2007.

33. See the Worldwide Governance Indicators (WGI) at http://www.govindicators.
org. These composite indicators refer to surveys conducted and indicators produced
by various organizations in 2006. The value of these indicators ranges from —2.5 to
2.5 with a higher value corresponding to better governance.

34. For empirical work linking overall trade and governance indicators in the
context of gravity models see Islam and Reshef (2006); the paper also discusses other
empirical research in this area.

35. Because of the strong relationship between income and better governance,
these relationships were also examined controlling for income per capita. Better gov-
ernance is associated with a greater share of manufacturing and services in exports,
lower real export growth volatility, and higher real export growth.

36. This section draws largely from World Bank (2007b) and the LPI dataset avail-
able at http://www.worldbank.org/Ipi.

37. The LPI and its indicators have been constructed on the basis of the infor-
mation gathered from a 2006 worldwide survey of logistics companies responsible
for moving goods—the multinational freight forwarders and main express carriers.
More than 5,000 individual country evaluations were used to prepare the LPI, which
covers 150 countries. The value of the index ranges from 1 to 5 for each component;
1 is the lowest score and 5 is the maximum score.

Chapter 3

1. The 2007 world trade growth rate is not significantly different in statistical
terms from rates in the early 2000s and late 2006, and neither is the export growth
rate compared to all previous three periods. For 2000-04, the trade growth rate in
developing countries (8.7 percent) was significantly different from that in high-
income countries (6.7 percent). The different growth rates between the 1995-99 and
the 2005-06 periods are not significant.

2. Intra-EU trade is included in the calculation of total trade outcomes for each
EU country.

3. The average trade integration average for the SAS region has been calculated
by assuming for 2007 the same very high share of trade over GDP (176 percent in
2006, much higher than the rest of the region) for the Maldives, a small country with
no available data yet for 2007. Without such adjustment, the average regional share
of trade would show a precipitous drop between 2006 and 2007.



né6

Notes

4. In a study of trade in SSA, Rodrik (1998) finds that “country size (as mea-
sured by population) and per-capita income are two very strong determinants of the
openness of an economy. Smaller and richer countries trade more (as a share of their
GDP). The estimated coefficients imply that a doubling of population decreases
trade by 16% of GDP while a doubling of per-capita income increases it by 12%.”
Other papers also find a positive correlation between openness and income.

5. Benin, Uganda, Niger, Sudan, Rwanda, Burkina Faso, and the Central African
Republic.

6. Trade shares of GDP in high-income and small island countries range between
29-474 percent and 43-326 percent, respectively, and average 121 and 120 percent,
respectively.

7. Note that these types of concentration indicators tend to be quite vulnerable
to cyclical fluctuations in relative prices, in a way that commodity price rises make
commodity exporters look more concentrated.

8. Recent research has shown that diversification is not monotonically increasing
with income levels and that past a certain level of income, countries show a tendency
to reconcentrate their exports (see Klinger and Lederman 2004 or Carrére et al.
2007).

9. The data do not, however, provide evidence that export concentration is corre-
lated with the volatility of (nominal) export revenues when compared across countries.

10. See Jansen (2004) for a survey of the literature and opposite findings based
on his analysis of changes in terms of trade and export earnings. He concludes that
“the more concentrated are the exports, the more volatile a country’s terms of trade
are likely to be, in particular if exports are concentrated in commodities. Terms of
trade volatility, in turn, affects income volatility positively and so does openness.”

11. Export concentration values for both SSA (most concentrated) and ECA
(least concentrated developing country region) are significantly different from their
rest-of-the-world counterparts in all time periods.

12. Intra-EU trade is included.

13. The index is calculated similarly to the export product concentration index.

Chapter 4

1. Many countries in the EAP region are small islands for which a number of
trade indicators are unavailable.

2. In March of this year, the Slovak Republic announced it would change from
borrower to aid provider status in the World Bank Group.

3. For instance, Chile ranks 32" (out of 151) in trade facilitation, behind only
high-income countries and a handful of developing ones such as South Africa,
Malaysia, China, and Thailand.

4. See however the qualifications in footnotes 20, 22, and 24 in chapter 2 and
regarding post-CAFTA market access that will be reflected in the next update of the
WTI database and other weaknesses of date or preference.

5. And possibly partly reflecting the impact of high tariffs on imports.

6. However, information in the international databases about these nontariff
measures has not been updated to reflect changes since 2001.

7. In 2005-06, Sri Lanka claimed less than half (48 percent) of the preferences
that it could have taken advantage of, compared with 64 percent for Bangladesh.
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8. Economic growth in SSA accelerated from 5.7 percent in 2005-06 to 6.1 per-
cent in 2007, with a robust 8.1 percent among oil exporters (notably Angola and Sudan)
and 5.3 percent among oil-importing countries. Trade with nontraditional partners,
particularly in Asia, has increased in recent years (Broadman 2007). By 2004 the Asian
share of African exports (27 percent) was on par with the EU’s (32 percent) and the
United States’ (29 percent). In particular, Africa’s exports to China grew by 48 percent
annually during 1999-2004, compared to 14 percent for India. However, most of these
exports come from five oil and mineral producing countries (85 percent).

Appendix B

1. For instance, Bolaky and Freund (2004) find that increased openness does not
stimulate growth in economies with high regulation. There is some evidence that
openness may even hamper growth in economies with excessive regulation. Research
by de Groot and others (2004) highlights institutional quality as an explicit deter-
minant of bilateral trade, recognizing that the performance of institutions can have a
significant impact on transaction costs, which in turn affect trade. Various contribu-
tions in the literature explain the value of institutions to international trade through
their impact on information asymmetries, property rights, and contract enforcement.
Anderson and Marcouillier (2002) develop a model in which corruption and poor
contract enforcement reduce trade between countries. Levchenko (2004) models
institutional differences as a source of comparative advantage and shows, among
other things, that developing countries may not gain from trade due to the poor
quality of their institutions and that factor prices may diverge when institutional
quality varies among trading partners. Souva and Rowan (2005) examine the relative
importance of political versus market institutions for trade and conclude that it is the
latter that counts. Islam and Reshef (2006) look at the impact of institutional quality
versus differences in institutional design on trade values.

2. For instance, Hausman, Lee, and Subramanian (2005) find that logistics per-
formance has a statistically significant relationship with the level of bilateral trade.
Many empirical studies have examined the effect of transport costs on trade flows.
Notably, Limdo and Venables (2001) find a robust statistical link between trans-
port costs and international trade flows. They also find a clear link between the
quality of infrastructure and transport costs—and thus conclude that infrastructure
investments are important for export-led economic growth. Other studies find that
differences in logistics performance are driven only in part by poor quality of physi-
cal infrastructure services such as road, rail, waterways, port services, and telecom-
munications (Subramanian and Arnold 2001). Instead, the inadequacies often are
caused by (nontariff) policy and institutional constraints—such as procedural red
tape, inadequate enforcement of contracts, poor definition and enforcement of rules
of engagement, delays in customs, delays at ports and border crossings, pilferage in
transit, and highly restrictive protocols on movement of cargo.

3. Principal component analysis (PCA) is a statistical method to reduce
multidimensional datasets to lower dimensions to find patterns. PCA summarizes
a p-dimensional dataset into a smaller number, g, of dimensions while preserving
the variation in the data to the maximum extent possible. The g new dimensions
are constructed such that (i) they are linear combinations of the original variables,
(ii) they are independent of each other, and (iii) each dimension captures a successively
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smaller amount of the total variation in the data. The p original variables are combined
into g linear combinations, which form the new principal components of the system.
A standardized linear combination Z, of data vector, X, = (X, X,,, ..., X, ) of length
p is defined as: Z, = w' X; where the sum of the squares of the weights, ' is equal 1.
PCA chooses the weights by determining the linear combination of all p variables in
the transformed dataset that maximizes the variance of the data. Each principal com-
ponent provides a set of factor loadings of the indicators, which correspond to their
importance for the component.

Appendix C

1. These indices are grounded in the same transparent and quantitative scoring
methodology used also (with minor differences) by WBI for producing the index of
overall services trade commitments across all services sectors (see section on services
trade in chapter 2).
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The World Bank’s World Trade Indicators (WTI) database on the CD-ROM in this volume provides more
than 300 performance indicators measuring at-the-border and behind-the-border country trade policy,
institutions, and outcomes from 1995 to 2007. The database allows each country to be ranked by any
policy or performance dimension relative to others. Trade-at-a-Glance tables for the 210 countries in the
database facilitate comparisons among countries in key areas. Complementing the rich database are
Trade Briefs for 142 developing countries summarizing insights from the data and the main findings of
analytical work conducted by the World Bank, the International Monetary Fund, and the World Trade
Organization for individual countries.

The companion volume to the World Trade Indicators 2008 highlights the main patterns in policy and
performance revealed by the database grouping countries by region or income. The 20 best and 20
worst country rankings for a number of indicators are shown. For country policy makers, trade
negotiators, and advisors, this volume provides the rich context within which to interpret a single
country’s standing on various dimensions. Business people will gain new insights about the countries in
which they and their competitors operate. Trade researchers will find tantalizing country stories on trade
policy and institutional dimensions and trade outcomes.

Country performance is benchmarked in five key areas:

Border protection, such as tariffs and nontariff barriers on imports of goods and services
Market access barriers in the rest of the world to exports of goods

Overall business and institutional environment

Trade facilitation

Trade outcomes, such as trade growth, integration, and diversification.

“The World Trade Indicators provides an impressive array of information that policy makers can use as a
benchmark to measure their country's progress as well as its position with respect to other countries. It should
also provide a good basis for informed policy making, including negotiations, and thus provide much-needed
information for small and developing countries with limited resources to develop such a comprehensive database.

— Mari Pangestu
Minister of Trade, Indonesia

“The last decade has seen a flurry of new databases in trade and development. What was missing up to now was
a synthesis of the information contained in those databases. The World Bank Institute has undertaken the colossal
endeavor of piecing it together, and the result is a unique set of measures of the trade environment in virtually all
countries. This database will prove an invaluable asset to researchers and practitioners in the field, and the World
Bank Institute’s work represents a landmark in trade database development.”

— Olivier Cadot
Directeur, Institut d’Economie Appliquée, Lausanne, Switzerland

“The World Trade Indicators’ Web site will be an invaluable tool for anyone (trade professional, student, journalist,
or policy maker) who would like to get a quick snapshot of trade policies for countries around the world. It is a
great achievement.”

— Michael Moore
Director, Institute for International Economic Policy
Elliott School of International Affairs, George Washington University, Washington, DC, United States
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