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Outline of Presentation

 Trade trends
— Developing countries
— Low-income developing countries

» Trade-growth linkages: three things that
matter

— Openness
— Variety
—Time

 Implications and applications

Trade trends




Global trade is growing faster than GDP

World Trade and GDP Growth
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‘Source: World Develoy s, 2007

Developing countries account for a growing
share of global trade ...

Developing Countries’ Share of Global Merchandise Trade
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Trade is becoming more important to
developing countries
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A few developing countries dominate

Top 10 developing country exporters, 2005

% of developing country exports
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LOW INCOME COUNTRIES ACCOUNT FOR LESS THAN 1% OF DEVELOPING
COUNTRY TRADE (0.3% OF GLOBAL TRADE)

s, 2007

Top 10 account for 64 %
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Trade liberalization

matters to growth!

Trade is associated with higher growth:
Cross-country comparisons

GDP per capita growth rates, 1990s (ppp)
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‘Source: David Dollar and At Kraay, Globalization, Growth, and Poverty, World Bank 2001




Trade liberalization is associated with higher
growth: country experiences

GDP Per Capita Growth Before and After Reforms
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Source: Ataman Aksoy and Gonzalo Salinas, Growth Before and Afer Trade Li World Bank Working Paper 4062, November 2006.

Trade liberalization helps exports, not just
imports

Exports to GDP Manufactures exports, share of Export concentration
total
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‘Source: Ataman Aksoy and Gonzalo Salinas, Growth Before and After Trade Liberalization, World Bank Working Paper 4062, November 2006,

Trade diversification matters

to development!




Vulnerability—Most developing countries
still rely on primary products exports

Share of countries that depend on primary products exports
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Many developing countries are dependent on
textile/apparel exports

Textiles and Apparel Exports
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Sorce: UNCTAD, World Report 2007.

Prices for fuels and minerals commodity
exports are strong now, but...
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—+—Crude Oil (petroleum), Price index simple average of three spot prices (APSP); Dated Brent, West Texas Intermediate, and the
Dubai Fateh
‘Commodity Agricultural Raw Materials Index includes Timber, Cotton, Wool, Rubber, and Hides Price Indices
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Heightened competition among developing
country apparel exporters in the post-quota world

U.S. Apparel Imports by Major Exporting Region
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‘Source: UN COMTRADE and analysis by Nathan Associates. China includes.

d Macao.

U.S. apparel imports

P0st-2004 Trends

China Explosive growth: + 70%
(+43% if Hong Kong is
included)

SAARC Strong growth: + 31%

ASEAN Strong growth: + 23%

CAFTA Erosion: -15%
NAFTA Erosion: -21%

‘Source: UN COMTRADE and analysis by Nathan Associates.

Safeguards have curbed
growth in 2006; will be
eliminated at the end of 2008
India and Bangladesh are
major drivers

Second tier suppliers;
alternate to China; believed to
be the biggest beneficiary of
China safeguard

CAFTA - Too little too late?

Mexico is largest loser from
quota elimination

Time matters to trade

competitiveness




“Time to trade” data available for
178 economies

Export Procedures in Mozambique, 2007
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Average per-day value of time savings
varies by product

Manufactured
and high value
Average tariff added goods are
equivalent of one more time
day delay: 0.9% sensitive.
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Source: David Hummels, Peter Minor, Matthew Reisman, Ern Endean, Calculating Tariff Equivalents for Time in Trade,” March 2007 (Washington DC: USAID)

Average applied tariffs vs. time cost of
crossing borders faced by exporters

Average Ad-Valorem Tariff Rates and Tariff Equivalent of Time
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Average applied tariffs vs. time cost of
crossing borders faced by exporters

Average Ad-Valorem Tariff Rates and Tariff Equivalent of Time
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Implications and applications

Trade liberalization matters!

¢ Implications for measurement

— Change the way you benchmark and assess
progress

— MCC (Heritage Foundation index)= cross-country
rankings, indicators slow to shift

— Country-specific measures of progress may be
quicker to see, more relevant anyway

 Implications for assistance

— Build trade liberalization in to trade promotion
programs




Trade diversification matters!

Export Dependence, percent LMICs

mDependent on primary products  [Dependent on manufactures B Dependent on Textiles and Apparel

« “Resource curse” * Additional efforts at « Focus on enabling
makes it harder for firm/industry level required environment;
resource-abundant to reduce competitive conditions must be
countries to be cost- disadvantages good to attract
competitive exporters (productivity, market investment
of manufactures awareness)

Time in trade matters!

¢ Help traders without “picking winners”
¢ Implications for measurement
— Focus on impediments that affect the physical
shipment of goods, maintenance of inventories

— Look more closely at specific country

context/impediments; DB indicators are not always
relevant

¢ Implications for assistance
— Build trade facilitation into competitiveness
programming

— As countries move up the value chain and become
more diversified traders, the time in trade matters
more and more




