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TRADE FACILITATION
EVIDENCE, MEASURES AND REALITY
TheBorder

U Contrary to the dimensionless line-type of border assumed by theoretical models and
empirical analyses,the real border can be thick.

U The border is a zone populated by agenciesthat develop and administer regulations
firms have to comply with when engaging in international trade.

U Many of them have their own procedures and their own specific data requests

U The median number of agencieswith direct regulatory involvement in cross border
transactions is 15 and this number can eventop more than 30.
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TRADE FACILITATION
EVIDENCE, MEASURES AND REALITY
TheBorder

U The border canthen easily becomea mountain hard to climbé

>
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TRADE FACILITATION
EVIDENCE, MEASURES AND REALITY
BorderAgenciesandInternational Trade

U This is crucial becausecustoms and other border agenciesinfluence the time needed
to ship goods from their origins to their destinations andé

U Time matters in trade and its importance is likely to grow becauseof increasingly
segmented production chains and rising lean retailing, among other reasons

U However, our understanding of how these agenciesaffect trade is limited .

U Lack of precise data has beena major obstacle
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TRADE FACILITATION
EVIDENCE, MEASURES AND REALITY
BorderAgenciesandInternational Trade

U In the economicsliterature thesea g e n aaleehasdeenso far primarily captured by
(subjective) aggregated country -level measuresof time/documents to trade.

U While useful asa first approximation, the question arisesof whether we can do better
in describing f i r acwid experiencewith their c o u n t bhondex agéncies

0 The truth is that reality is much more complex than theseindicators suggest
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TRADE FACILITATION
EVIDENCE, MEASURES AND REALITY
A fewillustration fromtheexportside(2011)
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TRADE FACILITATION
WHY DOES TIME TO TRADE VARY?
A Numberof Key TradeFacilitation Concepts

U Even though not a perfect measure, time to trade consists of an entire distribution
acrossa universe of transactions (not a single value) and varies acrossfirms, products,
and destinations/origins . Besidesthe fact that port handling takes varying time é

U Time to trade varies becausecountries carry out risk analyses to identify shipments
that are more likely to be non-compliant and allocate them to different verification
channels (e.g., documental vs. physical inspections).
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TRADE FACILITATION
WHY DOES TIME TO TRADE VARY?
A Numberof Key TradeFacilitation Concepts

U Time to trade varies becausesome products require specific authorization and their

i

preparation and processing demand more or lesstime depending on whether single
windows arrangements are o not in place.

Time to trade varies becausesome firms are certified as trustworthy operators and
can have accesso expresslanesand reduced clearancetimes.

Time to trade varies becausefirms can trade under the regular regimes or simplified

regimes (e.g. postal exports), in which case fewer documental and process
requirements apply, and depending on whether initiatives are unilateral or regional
(e.g., transit trade).
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TRADE FACILITATION
THEPRACTI TI1 ONIEWRS 0

U Latin American and Caribbean countries have recently implemented various trade
facilitation initiatives .

U Concepts such as risk analysis, transit trade, single windows, and authorized
economic operators belongtop r a ct i teverydayactvities.

U Furthermore, these are subject of several | DB &@and other international
Or gani z aperations.s 0 )

0 é And arecornerstonesin the recent WTO Agreement on Trade Facilitation signed by
countries in Bali.
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TRADE FACILITATION
THEPRACTI Tl ONIEWRS O
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U Many researchersare not familiar with these concepts. And these concepts can open
an entirely new dimension of policy -driven researchin international tradeé
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TRADE FACILITATION
THERESEARCHFIEW G

U There is arelatively recent literature in international trade working with transaction-
level data that explores the determinants of f | r tnageddecisions and outcomes.

U Contributing to this literature belongs to several international trade r e sear c h
everyday activities.

U This literature can provide valuable insights into the impacts of the programs that
practitioners design and implement.

U Many practitioners are not aware of this.
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TRADE FACILITATION
THIS PROJECT

U This project aims to facilitate a meeting between research and policymaking and
thereby favor complementarities and synergies to gain a deeper understanding of the
influence of border a g e n @ctiens an their c o u n t intarnatorial trade.

U The ultimate goal is to inform policymaking and assistanceactivities by international
organizations such as the IDB by analytically going beyond generic border frictions
and into specific policies with the help of unprecedented data and rigorous methods.

U The project consists of series of impact evaluations of concrete trade facilitation
initiatives introduced throughout Latin America and the Caribbean:

Total Import Delays

Customs Delays and Exports
Single Windows

Authorized Economic Operators
Postal Exports

Regional Transit Schemes ‘ , IDB
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TRADE FACILITATION
THIS PROJECT
TheTeam

U Studies produced are the outcome of a collaborative research initiative involving
researchers at different universities and the IDB including: Bruce Blonigen
(University of Oregon) -who is the ResearchP r o] &echni@ad Advisor -; Federico
Bennett (former IDB), Jerdonimo Carballo (University of Colorado), Alejandro
Graziano (University of Maryland), Jacint Jordana (IBEI), Carlos Salamanca (IDB),
Georg Schaur (University of Tennessee),Olga Timoshenko (George Washington
University), Victoria Valente (IDB), and Christian Volpe Martincus (IDB).

U Thesestudies would not have been possible without the valuable support of several
IDB colleaguesincluding JuanJo Bravo Moisés, Sandra Corcuera-Santamaria, Pablo
Garcia, Aurelio Garcia Navarrete, Jaime Granados, Manuel Marquez Farifia, and
Alvaro Sarmiento, and of several Latin American ¢ o u n t ageneiss ®GA -Costa
Rica, DGA-El Salvador, DIAN -Colombia, DNA -Uruguay, MINCIT -Colombia,
PROCOMER-Costa Rica, PROMPERU-Peru, SAT-Guatemala, SAT-Mexico, SENAE-

Ecuador, SERPOSTPeru, and SUNAT -Peru.



ROADMAP

Border Del ays:
. Customs and Exports
. Other Border Agencies: Single Windows
. Border Procedures and Supply Chains: Aj

. Border Procedures and Experimentatiq

. Regional Arrangements: Transit Trad
. The Way Forward
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BORDER DELAYS:I T @i MEASURE
THE ISSUE AND THE QUESTIONS

U Imports have to be internationally shipped, arrive at the destination port, unloaded,
possibly stored at port facilities, moved to customs, inspected, cleared, and picked up.

U Becausethese procedures take uncertain time, they affect inventory and financing
costs,af i r abiitg to plan production runs, and to respond to market fluctuations .

U Measurement and empirical evaluation of the benefits of trade facilitation policies is
challenging becausefirms may optimally choosethe amount of time they allocate to
port-of-entry processing.

U Questions: How long doesit really take to import? How doesthis time affectf i r ms G
imports?
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BORDER DELAYS:|I T di3E MEASURE
THE CASE STUDY : PERU

U Importing involves various stepsand diverse actors.

U Upon arrival, the ship hasto be unloaded by port operators. Unloaded shipments can
then be held in warehouseswhile firms revise them and prepare the documents.

U Once ready, the customs broker completes an electronic customs document (DUA)
and sends it to the customs, which validates the DUA, sends back a message
containing the number assignedto the DUA and the date, and informs the associated
tax and customs payments that are due.

U Upon payment (or warranty of it) of duties and fees,the shipments are assignedto a
verification channel basedonthe c u s t oisk sndnagement system.

U After the verification, if any, hastaken place, the customs releasesthe shipment. The
merchandise canthen be taken to its final destination within the country.
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BORDER DELAYS: I T dti¥E MEASURE
THE CASE STUDY : PERU
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BORDER DELAYS:|I T di3E MEASURE
DATA AND METHOD

Data

U Transaction-level import data taken from all customs import declarations and load
manifests processed at Callao over the period 20072013 from SUNAT. These
accounted for % of the total import value and the total weight.

U Eachrecord informs: the importer 1D, the origin country, the product code (10-digit
HS), the transport company, the import value in US dollars, the weight in kilograms,
the date the ship arrived, the data it was unloaded, the date the customs import
declaration was created and registered, the date the physical inspection took place,
the date the shipment was releasedby customs, and the customs verification channel.

u Dataonf i r employment, location, sector,and starting date from SUNAT.
Method

u IV along with differences-in-differences (augmented by several setsof fixed éectsb



BORDER DELAYS: |

DESCRIPTIVE EVIDENCE

T dI%E MEASURE

Border Delays: Total and Stages, by Customs Verification Channel, 2007 and 2013

ila
Year Stage Mean ik sedeatt
5 10 25 o . T O
5007 Total Border Delay U Import times exhibit substantial
Green Channel 119 4.0 5.0 6.0 : i
Orange Channel 15.6 5.0 6.0 8.0 Va”ab'“ty *
Red Channel 20.0 7.0 8.0 11.4
2007 Port Delay 1 . . .
Green Charnel 25 1.0 L5 2df G There is an intermediate stage that
Orange Channel 25 1.0 15 2.4 .
Rect Chare! 25 1.0 15 24 accounts for a large portion of the
2007 Preparation and Storage Delay . .
G Cramel 92 20 30 4d|  total import times.
Orange Channel 10.2 2.0 3.0 4.0
Red Channel 114 2.0 3.0 4.0
2007 Customs Delay ¥
Green Channel 21 1.0 1.0 1.Q u CUStomS delays depend on the
Orange Channel 49 2.0 2.0 2.0 verification channel.
Red Channel 8.0 2.0 3.0 4.0
2013 Total Border Delay
Green Channel 11.6 4.0 45 6.0 8.0 13.0 21.0
Orange Channel 16.9 5.0 6.0 8.0 13.0 21.0 31.0
Red Channel 23.2 7.0 9.0 13.0 19.0 29.0 4.0
2013  Port Delay
Green Channel 21 1.0 1.0 2.0 2.0 3.0
Ornange Channel 21 1.0 1.0 2.0 2.0 3.0
Red Channel 21 1.0 1.0 2.0 2.0 3.0
2013  Preparation and Storage Delay
Green Channel 2.0 3.0 45 7.0 11.0 19.0
Orange Channel 1.0 3.0 45 7.0 13.0 22.0
Red Channel 2.0 3.0 5.0 8.0 15.0 27.0
2013 Customs Delay
Green Channel 1.7 1.0 1.0 1.0 1.0 2.0 3.0
Orange Channel 6.0 1.0 20 2.0 4.0 7.0 13.0
Red Channel 10.5 3.0 3.0 5.0 8.0 13.0 19.5




BORDER DELAYS: I T dti¥E MEASURE
DESCRIPTIVE EVIDENCE

U New importers take longer
to import than experienced
importers .

U This is primarily driven by
preparation and storage
delays and customs delays.
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