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Overview of attributes that customers value in express
delivery services
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Global breakdown of international express delivery
users by sector of activity, 2013
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Source: Frontier analysis based on the data of members of the Global Express Association
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Steps involved in providing express delivery services
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Trade and international express delivery services, %
year on year change
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To what extent to border policies impact on trade? Is
this just an issue for express delivery?
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Customs capability database

Login .
Giobal e Covers 139 countries
GEA Express
Association .
e, | B e Key Performance Indicators of border
ABOUT US / OURPOSITIONS / CUSTOMS CAPABILITIES / CONTACTUS / REGISTRATION / MEMBERS ONLY / LIBRARY / LINKS EfﬁCiency (aS impaCt On eXpreSS CarrierS)
DATABASE SEARCH / PRINT REPORTS

e Many mirror articles in the WTO
Agreement
st (7% p.a. 2003-2008)
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Customs Capabilities

Search database Print reports
Search for specific customs capabilities (e.g. de Vlew or print the customs capability report for any

minimis) for any countries via an easy to use country.
database wizard.
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Overview of customs capability measures for shipment
requiring immediate release
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Weighted average CCI by Region (weights based on
national GDP)
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Source: GEA data, Frontier calculations




Distribution of countries across CCI levels

Number of countries at each level of CCI
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Background on trade facilitation

e Extensive research from impact of narrowly defined customs processes to broader
issues including transport and communications infrastructure and regulatory institutions
(such as standards and testing bodies)

e Barriers considered also include informal and tacit barriers such as measures of
corruption

e Common approaches include:
0 compute trade transactions costs of barriers in dollar terms

o measured restrictiveness of processes by indices (such as the Logistics Performance Index
developed by the World Bank)

e The impact of on trade has been estimated in various ways, either econometrically, or
by using computable general equilibrium modelling
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Recent findings

e An OECD study suggests that even a modest reduction (1%) in trade transactions
costs could increase global welfare by US$40bn annually (Walkenhorst and Yasui,
2009)

e Another OECD study found improvements in measures of customs efficiency have a
significant positive impact on imports (Wilson, 2009)

e World Economic Forum has found that reducing supply chain barriers facilitates trade
and increases world GDP by several times more than removing all tariffs. CGE
modelling indicates that an improvement in border administration and transport and
communication infrastructure from current levels halfway to global best practice could
increase global trade by 14.5%

e WTO's “Global value chains in a changing world” suggests that a 10% improvement in
flow of efficiency in across-the-border operations can boost GDP of APEC economies
by US$21bn annually
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Our approach

e Econometric analysis of trade flows (specifically imports) on a country-pair basis, using
2013 UN Comtrade data — a “gravity” model

e Directional data allows us to assess the impact of border process on both imports and
exports. CCI of importing and exporting country used as explanatory factors

e To reduce extent to which CCI captures other institutional factors impacting on trade,
also controlled for:

o World Bank Ease of Doing Business Index

o World Bank Logistics Performance Index (Infrastructure component)

e Extensive range of other control variables
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Control variables used in econometric analysis

Variable Observation level Source

Population size Country level World Bank Indicators
GDP per capita Country level World Bank Indicators
Distance Country pair level Frontier analysis — great circle

route distance between GPS
coordinates of the main airport in
each country
Colonial relationship Country pair level CEPII (Centre d’études
prospectives et d'informations
internationales) database
Common language Country pair level CEPII (Centre d’études
prospectives et d'informations
internationales) database
Contiguity Country pair level CEPII (Centre d’études
prospectives et d'informations
internationales) database

Openness Country level World Bank Indicators
Express delivery average Country pair level Derived from data from GEA
price members on volumes and

revenue for each country pair
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Continuation of control variables used in econometric
analysis

Variable Observation level Source

Unemployment level Country level World Bank Indicators
Inflation rate Country level World Bank Indicators
Human Development Index Country level World Bank Indicators
OECD Country level OECD website indicating the list
of countries members of the
OECD

15 Frontier Economics



Average impact of improving CCI score by 1 on

exports, imports and trade

e Model fit good (R? c. 74%)

e Coefficients have expected signs and plausible magnitude

e Most significant at 95% or 99% level

Institutions-related World Bank Ease of World Bank LPI
control variable: Business

Infrastructure

Including both
institution related
control variables

CCI Export 4.8% 6.0% 5.0%
CCl Import 4.5% 4.6% 3.7%
Average Impact on 4.7% 5.3% 4.4%
Trade

Source: Frontier Analysis
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Sensitivity tests

e The effect identified is linear, i.e. no detectable sign of decreasing returns to improving
border processes, nor “big bang” from starting from a low base

e No significant regional variation in results when restricting sample to smaller sub-
regions (subject to sample size)

e No obvious sign of omitted variable bias with regard to missing CCI data

e Model fit not improved if CCI components modelled independently, suggesting Index is
a reasonable measure
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Interaction with express delivery

e Individual elements of CCl are border processes especially important for time-sensitive
(express delivery)

e But our results relate to trade in total
e [s express the sole (or main conduit) for this additional trade?

o Additional tests show that parameters on CClI fall between 33% and 66% with the inclusion of
(confidential) express volumes in the regression

o Implies, on average 50% of the trade facilitated by “express” border processes carried by other
non-express modes

o Highlights the facilitating role of express delivery in wider trade flows
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Conclusions

e Results confirm earlier findings that non-price factors can make a significant
contribution to facilitating trade

e Findings sit comfortably with other evidence from WEF, OECD, WTO which have
identified large positive impacts on trade from improving border processes

e The effect is not particular to countries with poor processes, nor is it subject to
diminishing returns

e Results provide some support for the idea of express delivery as a facilitator in wider
trade flows:
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Custom Capability Database Variables

Reference name

Corresponding question in

Custom Capability Questionnaire
Does Customs accept and process

. . electronically the data required for release =
Electronic customs / Pre-arrival . y! a . 1=yes
rocessin of shipments in advance of their actual
P g arrival so that they can be released either 0 =no
prior to or immediately after arrival?
Is full-time (24/7) automated processin =
24/7 automated customs (24/7) - P g9 1=yes
. for the customs ports at which you
processing : _
operate available? 0=no
Adapted working hours customs Are the working hours of Customs 1=vyes
personnel personnel adapted to commercial needs? 0=no

Inspection at operator facility or
transfer?

For shipments arriving by air, does
Customs inspect and release goods at the
operator’s facility or require their transfer
to another facility?

1 = operator’s facility

0 = transfer required

Other agency inspections cause
delays

If there are inspections by agencies other
than Customs, do those cause delays?

De minimis regime present?

Does the customs administration apply a
de minimis regime that allows goods the

value of which does not exceed a certain
amount to be exempted from duties and

taxes?

1=no
0 =yes
1=yes
O0=no
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Continuation of Custom Capability Database Variables

Reference name

If de minimis, simplified procedures?

Corresponding question in Custom Scoring

Capability Questionnaire

If yes, are those goods subject to simplified 1=yes
procedures e.g. consolidated
release/clearance? 0=no

Threshold for informal customs
procedure

Does the customs administration apply a de

minimis regime that allows dutiable goods the 1 = yes
value of which does not exceed a certain

amount to be exempted from formal declaration 0 = no
procedures

Necessity to provide a consular
trade document?

Does Customs or any other agency require in
connection with importation of goods that the
importer provide any of the following items: 1=no

- a consular invoice

0 =yes
- a consular visa for a commercial invoice
- other trade document
Does Customs or any other agency require 1=no
Third-party customs broker? clearance of import shipments by a third-party
customs broker? 0 =yes
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CCl effect on trade — regression results

arig_CCl

dest_CCl

In_orig_pop
In_orig_pop2
In_dest_pap
In_dest_pop2
In_orig_sdppercpita
In_orig_gdppercapital
In_dest_gdppercapia
In_dest_gdppercapia2
Indist

Indist2

colony

comlang_off

ontg

arig_unemp

dest_unemp

r¥ 1
Regression with Ease
of d oing bu siness

Index
coeffident

[SE}
[0.0145)
[0.0153)

[0.1=5)

OLDABL***
n_m#*#
1311%%*
000152  [OLDOSTT)
0931***  (0.197)
000637  [OLDOSTE)
2225%**  (0.227)
[0.0124)
(0,228}
[0.0138)
[0.134]
[o.0275)

(0,121}

_Omi L
ngg###
-QUOSEG*
-3.301%**
a14z**
0.537++
OESE*** (00791
017 [o.159)
0.0234***  [0.0men)

-000551  {0.D0M64)

reg 2
Regression with LM -
infrastructure
COMeD nent

coeffident  [SE])
0.0604%**  [D.0150)
0.04E3*** (00147
1.385***  [0.227)
-0.0D52E  (0.0DSAS)
1.010***  [0.245)
0.0M1E  (0.00715)
3474+ [0.24)
-0.1254*+ (00137
2.566**  [0.274)
-0.100***  [0.0154)
-2.005%**  [0.421)
0.123**  [0.0272)
0.384**  [0.132)
0.512**  [0.0832)
0.445%*  [0.161)
0.00733**  (0.00I00)
-0LDOBE3T  [D.ODAED)

r2g 3

Regression with both
coeffident  [SE])
0.0505%**  [0.0152)
0.0371**  [0.0154)
1.365***  [0.225)
0.004EL  (0.0DSAT)
0.551**  [0.245)
000213 (0.0071S)
3.083**  [0.249)
-0.122%**  [D.0138)
2.476**  [0.276)
-QOSE2**  [0.0154)
-2.975***  [0.41E)
0.127**  [0.0271)
0.387**  [0.131)
0.515***  [0.0B37)
o.4m**  [0.152)
0.0110***  [D.O0I00)
-0.00565  {D.OD4EE)

orig_ifl
dest_infl
arig_hdi
dest_hdi
oecd
oecdrest
Inprice
Inprice2

orig_easeofdoingbusiness -0.00805* ** | Q.0D0SEE)

dest_eazeofdoingbusiness -0.00370*** [0Q00DSLT)

orig_openess
dest_openess
ariginfrastructure
destinfrastructure
Const@ant
Obzervations

R-zquared

Regression with Ease

of doing business
ndex
coefiident  {SE)
-003E5*** [D.O0GEE)
0LO0ELT  [0.D0B4Z)
0,160 [0.152)
0.126 [0.155)
0.0721  [D.OB45)
0258***  [D.0565)
0.030%*  [0.381)
0,147 4% [D.0aET)

Regression with LPI -

infrastructure
COMPonent
coefiident  {SE)
-00323***  [D.D06S1)
OLODETZ  [0LD0ESA)
-04E2***  [0.151)
-0 16D [0.157}
-0.0DES1  [0.101)
0.255**  [0.0560)
1.127***  [0.414)
-0.173***  [o.0521)

Regression with both

coefident  {SE)
-QOZET***  [D.00S54)
0.00E6T  (DUDDBS54)
-0.455***  [0.153)
-0.153 [0.157)
0.D0E38  [0.100)
0.267**  [D.0565)
1.008**  [D.a0o)
-0.168%**  [D.0515)
-000237*  [DLD0L0Z)

-0.00193** [0.000952)

0.00564*** [0.0D03ES) QLOO3ET** * (0000415} QO0IES*** (0.0004LE)

0U00340* ** [0L0DDSZE) QO02EE** (0.000557) QUD0ZTA*** [0LOONSES)

35 AT
7,045

0.743

[3.540}

llmiﬁi

n_miti

-AT.02***
5125

0.6

(0.0829 0.211***  (0.0855)
(0.0B70) 0.585***  (D.0B02)
(3.788) -s4.73*** (3.87)
5125
o.J7

Source: Frontier analysis of data from GEA members and publicly available sources. Standard errors in parentheses,
% n<0.01, ** p<0.05, * p<0.1

23

Frontier Economics



Linearity tests
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Regional homogeneity tests
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Overview of CCI scores by country

| Country Name
Albania
Algena
Andorra
Angola
Antigua and Barbuda
Argentina
Armenia
Australia
Austria
Azerbagan
Bahamas
Bahrain
Bangladesh
Barbados
Belarus
Belgium
Belize
Benin
Bermuda
Bhutan

Bolivia

Bosnia and Herzegovina
Brazil

Brunei Darussalam
Bulgana

CCl! Country Name
Dominican Republic
Ecuador

Egypt

El Salvador
Entrea

Estonia
Ethiopia

Fig

Finland

France

Source: Frontier analysis

CCT Country Name

6 | Myanmar
5 | Nepal
25| Netherlands
2 | New Zealand
25| Nicaragua
65| Nigena
5 Norway
6 Oman
9 Pakistan
65| Panama
45| Paraguay
65| Peru
9 | Phiippines
8 | Poland
95| Portugal
55| Qatar
4 Romana
55| Russian Federation
7 Rwanda
Sant Lucia
5 Sant Vincent and the
Grenadines
45| SaudiArabia
6 | Serbia
5 | Sierra Leone
75| Singapore

cCl

95

o~ -
ﬂﬂ@h(ﬂ‘h‘l"nwo‘

55

85
55

~ N
cuum o D o

Country Name CCl  Country Name CCl  Country Name CCl
Burkina Faso 45| taly 6 | Slovak Republic 7
Burundi 4 Jamaica 5 Slovenia 85
Cambodia 8 Japan 9 South Africa ]
Cameroon 5 | Jordan 5 | Spain 9
Canada 8 Kazakhstan 15| SnlLanka 15
Central African Republic 35| Kenya 55| Suriname 1
Chile 7 Kinbati 1 Sweden 8
China 6 Republic of Korea 10 | Switzerland 7
Tawan, provnce of china 95| Kuwai 5 | Thaland 95
Colombia 7 | Kyrgyzstan 7 | Togo 55
Comoros 1 | Latva 7 | Trindad and Tobago 2
Democratic Republic of the
c 4 Lebanon 4 | Turkey
Congo 5 | Ubena 6 | Uganda 55
Cook Islands 1 Lithuania 5 Ukraine 35
CostaRica 85| Luxembourg 65| Untted Arab Emirates 6
y The former Yugoslav ;

Cote d'voire 5 Regublic of Macedonia 1 United Kingdom 10
Croatia 45| Madagascar 65| United States 7
Cyprus 55| Malaysia 6 | Uruguay 3
Czech Republic 6 | Maha 65| Venezuela 55
Denmark 8 | Mexico 2 | Vietnam 6
Djibouti 25| Montenegro 45

| Dominica 2 | Morocco 7 )
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