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Abstract: South Asia recognized as one of the emerging economic region at global market. The potential of 

trade is the dynamic areas in the region and driving force for economic growth. The volume of trade has been 

increasing over the years but there are gaps between countries due to lack of access to trade facilitation 

measures. The critical ones include customs procedures, highly requirement of documents, lack of infrastructure 

and high transaction costs. The high volume of trade is ably marred by the existence of these constraints. Since 

the trade has been playing main role in making economy strong, it is a need to estimate the present status of 

trade facilitation measures among South Asian countries. This study is an attempt to explore the present status 

of trade facilitation measures in South Asia and analyse the major issues and future prospects. The results of the 

study revealed that trade performance was not impressive in the countries of Afghanistan, Nepal and Bhutan 

due to high customs procedures and lack of transport & communication infrastructure. The study also found 

that the daunting challenges from increasing gaps between LDCs and non-LDCs in the trade performance pose 

serious threats to economic growth. Therefore, it is a principle need to improve the access to trade facilitation 

measures and build the gaps through regional cooperation. 
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I. INTRODUCTION 
South Asia emerged as the fastest growing economy in the world. South Asia comprises 24 percent of 

world population and its contribution to the world’s Gross Domestic Product (GDP) was around 4 per cent. 

Despite its small economies and large population size, the prospects for trade and economic development are 

very bright. The region’s remarkable success in recent decades demonstrates this. In South Asia, forward-

looking regional cooperation was initiated in 1985 with the establishment of South Asian Association for 

Regional Cooperation (SAARC)
1
. SAARC is an economic, political and cultural organisation of eight member 

countries: Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and Sri Lanka. Trade is one of the 

priority areas of development for South Asia particularly intra-SAARC trade is a driving force for economic 

growth. The intra-SAARC trade is just 5 per cent of their total world trade. South Asia has a relatively lower 

importance of international trade in the overall economy. The trade openness is about 35 percent, indicates 

South Asia is not open to trade. These results reveal that the region was facing numerous trade challenges to 

maintain the competitiveness and complementarities. One of the best solutions to such challenges is to 

strengthen the regional connectivity, mutual cooperation and trade facilitation. Access to trade facilitation 

measures varies widely across countries, showing a huge gap between Least Developed Countries (LDCs) and 

non-Least Developed Countries (non-LDCs)
2
. The most pressing challenges faced by the countries to be the 

perennial problem of moving goods at national borders compounded by a highly requirement of documents, 

longest time and high costs. The volume and magnitude of trade in South Asia is ably marred by the existence of 

these constraints. It indicates that the enough attention was not being paid on the trade facilitation measures in 

South Asia. South Asian countries have promoted bilateral transit agreements that are not consistent with 

commitments on trade facilitation. Since the 1990s, however, several attempts have been initiated to boost South 

Asian economic integration. SAARC has taken initiatives to enhance integration through the initiation of South 

Asian Preferential Trading Arrangement (SAPTA)
3
, South Asian Free Trade Area (SAFTA)

4
 and recently the 

                                                
1
 SAARC was formed in Dhaka in 1985, its Secretariat was based in Kathmandu, Nepal. SAARC was regional 

inter-governmental organization and geopolitical union in South Asia. 19 summits have been held so far, the 

first summit was held in Dhaka, Bangladesh on 7-8 December 1985. Pakistan hosted the 19
th

 Summit in 2016. 
2
 SAARC countries categorised into two groups, least developed countries (LDCs) and non-least developed 

countries (non-LDCs). Among the countries, Afghanistan, Bangladesh, Bhutan, and Nepal are in the group of 

LDCs while India, Maldives (graduated to developing country status in January 2011), Pakistan and Sri Lanka 

are in the category of non-LDCs. 
3
 SAPTA entered into force in 1995. The aim of SAPTA is to promote and sustain mutual trade and economic 

cooperation within the SAARC region through the exchange of concessions. The basic principles underlying 
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SAARC Agreement on Trade in Services (SATIS 2010)
5
. However, little has been achieved under these 

instruments, and barring Afghanistan and Nepal, all the South Asian economies depend heavily on markets 

outside the region as their export destination (De Prabir 2013: 2). SAPTA contains provisions giving special and 

favourable treatment to the least developed countries in the SAARC region, but focus on trade facilitation issues 

is limited. SAFTA made progress in streamlining and harmonizing customs procedures. However, the expansion 

of trade in South Asia has shown a divergence in the performance. The welfare of South Asia strongly depends 

on how trade at borders benefits the whole economy. Since the potential of trade has been recognized as one of 

the driving force of development, it is a greater need to estimate the current status of trade facilitation. This 

study discusses the new context of trade facilitation and recognizes the broad-based consensus on trade 

facilitation that exists in the region. The present study aims at analyzing the trade performance and status of 

trade facilitation measures in South Asia and evaluates the trade facilitation provisions under WTO and the trade 

related agreements. The main objective of the study is to identify the challenges and prospects of trade 

facilitation in South Asia. The study also establishes the contours of the potentials for regional cooperation in 

access to trade facilitation and provides some policy perspectives. The study is organized into six sections. The 

first section starts with introduction and dealt with the importance and need for the study. Second section 

provides integration of South Asia with world market interns of trade and economy. Third section reveals the 

status of trade facilitation measures in South Asia using standard trade facilitation indicators. Section IV 

presents a quick recap of the series of events, which evaluates the provisions of trade facilitation under World 

Trade Organisation (WTO), SAPTA and SAFTA. Fifth section discusses the main issues emerged from the 

study and challenges that can be addressed in the context of trade facilitation. Section VI provides conclusion, 

limitations of the study and makes the required policies that can be improved trade facilitation and regional 

cooperation. 

 

II. ECONOMIC ENGAGEMENT OF SOUTH ASIA WITH WORLD MARKET 
International trade plays an important role in the development of South Asia’s economy and it assumed 

to be an engine of growth. The concept of trade openness and free trade at border level are always assumed to be 

a very important source of economic engagement. India, the largest economy in South Asia, accounted for 80 

per cent of the GDP, followed by Pakistan, Bangladesh and Sri Lanka, contributing around 8 per cent, 7 per cent 

and 3 percent respectively (see Table 1). The GDP share in world total GDP shows that India has occupied a 

highest mark among South Asian countries. The results also indicate that India emerged as the export driven 

economy in both world trade and intra-regional trade. In South Asia, the volume of intra-regional trade has been 

growing but the pace has been rather slow when compared to other similar regional trade blocs. The share of 

Foreign Direct Investment (FDI) inflows in GDP and Gross National Income (GNI) per capita shows that the 

countries like Maldives, India and Sri Lanka performed well. As far as the ranking on ease of doing business
6
 

for South Asian countries is concerned, doing business is easy in the countries like Bhutan, Nepal, Sri Lanka, 

India and Maldives. On the other hand the countries like Afghanistan, Bangladesh and Pakistan were the under 

performers. Dealing with construction permits, registering property, enforcing contracts and trading across 

borders were registered as major drawbacks. With poor performance in the starting a business, dealing with 

construction permits, paying taxes, trading across borders and enforcing contracts, India ranked 130 on ease of 

doing business (out of 190 countries at global level). However, India performed well in the categories of getting 

credit and protecting investors. Bangladesh’s doing business rank is 176, with registering property, getting 

electricity and enforcing contracts the most problematic areas. None of the country in South Asia was in the top 

50 in the ease of doing business rankings. Pakistan ranked 144 with the poor performance in the category of 

enforcing contracts, getting electricity, paying taxes. Afghanistan ranked 183 although its performance in the 

starting a business category is noteworthy. Bhutan placed at 73, performed well in the category of enforcing 

contracts. Nepal’s position was at 107, due to poor performance in paying taxes, trading across borders, 

enforcing contracts and resolving insolvency. Sri Lanka ranked 110, with its lower performance in dealing with 

                                                                                                                                                  
SAPTA are economic and industrial development, external trade, tariff policies, negotiation of tariff reforms, 

recognition of the special needs of the least developed contracting states and agreement on concrete preferential 

measures in their favour. 
4
 SAFTA entered into force in 2006. The main objective of SAFTA is to improve and create free trade at border 

level through reducing trade barriers and other trade restrictions. 
5
 In order to expand cooperation in trade and further deepen the integration of the regional economies, the 

SAARC Agreement on Trade in Services was signed in 2010. The Agreement entered into force in 2012 – 

saarc-sec.org/areaofcooperation/detail.php?activity_id=46. 
6
 The rank on ease of doing business is calculated as the average of starting a business, dealing with construction 

permits, employing workers, registering property, getting credit, protecting investors, paying taxes, trading 

across borders, enforcing contracts and closing business. Ease of Doing Business (out of 190 countries) - overall 

distance to frontier (DTF) score (0-100).  
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construction permits, registering property, paying taxes and enforcing contracts. Figure 1 shows that 

Afghanistan, Bangladesh and Pakistan were the under performers on ease of doing business. Dealing with 

construction permits, registering property, enforcing contracts and trading across borders were major problem 

areas in these countries. Bhutan and Nepal ranked high due to their remarkable performance on paying taxes and 

trading across borders.  

The Global Competitiveness Index (GCI)
7
 is an important tool that can measure the drivers of 

competitiveness in an economy. The GCI reveals that India and Sri Lanka were among the South Asian 

countries performed well. All other countries in the region were lagging behind. Out of 140 countries at the 

global level, the top ranks in South Asia registered for India (ranked 55) and Sri Lanka (ranked 68). India 

derives substantial advantages not only from its innovation & sophistication factors but also its strong efficiency 

enhancers like financial market development and market size. However, India’s overall competitive position is 

weakened by its macroeconomic instability. Sri Lanka performed well on business sophistication & innovation, 

but, it has been lagging with basic requirements like infrastructure, macroeconomic environment and 

technological readiness. Another area requiring urgent attention is Sri Lanka’s labour market, which lacks 

flexibility and efficiency, and is characterized by high costs, low female participation in the labour force and 

high tax rate.  

Table1: Economic Engagement of South Asia with World 

Global Indicators Afghanistan Bangladesh Bhutan India Maldives Nepal Pakistan 
Sri 

Lanka 

GDP (US$ billions) 
2014 

21.3 205.3 2.2 2308 3 21.6 250 80.4 

GDP growth rate 

2014 
3.2 6.2 6.4 7.3 4.5 5.5 4.2 7.0 

GNI per capita (US$) 
2015 

680 1,080 2,390 1,610 7,290 730 1,410 3,400 

Exports  (US$ 

billions) 2015 
0.3 (22.6) 31.2 (17.7) 0.7 

464 

(26.3) 

0.28 

(11.8) 

1.0 

(21.8) 

25.1 

(10.6) 

11.8 

(13.2) 

Imports (US$ 
billions) 2015 

6.6 (11.9) 32.8 (15.6) 0.3 
466 
(18.5) 

1.8 (6.6) 
5.9 
(4.0) 

43.8 
(10.6) 

16.7 
(7.5) 

Intra-SAARC trade 

(US$ billions) 2012 
2.9 (8) 6.4 (15) 0.3 

18 

(42) 
0.3 3.9 (9) 5.4 (14) 4.7 (12) 

Foreign Direct 

Investment net 

inflows (% of GDP) 

0.5 1.0 0.9 1.7 13.1 0.5 0.4 1.6 

Ease of Doing 

Business Index Score 
40.58  43.10  65.21  54.68  55.04  60.41  51.69  58.96  

Starting a Business 93.05 (34) 81.72 (117) 
85.57 
(91) 

73.59 
(155) 

91.26 
(48) 

83.48 
(105) 

80.94 
(122) 

84.98 
(98) 

Dealing with 

construction permits 
22.94 (185) 65.27 (118) 

70.07 

(79) 

32.47 

(183) 

75.36 

(41) 

70.25 

(78) 

72.62 

(61) 

70.39 

(77) 

Getting electricity 45.52 (156) 15.31 (189) 
80.09 

(50) 
74.56 

(70) 
53.65 
(141) 

57.51 
(131) 

45.47 
(157) 

70.82 
(81) 

Registering property 27.50 (184) 27.48 (185) 
73.40 

(51) 

50.29 

(138) 

39.97 

(171) 

66.96 

(72) 

50.31 

(137) 

46.76 

(153) 

Getting credit 45.00 (97) 30.00 (133) 
50.00 

(79) 
65.00 

(42) 
35.00 
(126) 

30.00 
(133) 

30.00 
(133) 

45.00 
(97) 

Protecting minority 
investors 

10.00 (189) 53.33 (88) 
46.67 
(115) 

73.33 
(8) 

43.33 
(134) 

58.33 
(57) 

66.67 
(25) 

60.00 
(49) 

Paying taxes 74.14 (89) 74.42 (86) 
85.50 

(28) 

56.14 

(157) 

65.31 

(128) 

66.50 

(124) 

44.46 

(171) 

55.23 

(158) 

Enforcing contracts 35.11 (172) 22.21 (188) 
65.36 

(50) 

32.41 

(178) 

57.66 

(95) 

45.26 

(152) 

45.35 

(151) 

39.31 

(161) 

Trading across 

borders 
28.90 (174) 34.86 (172) 

95.49 

(21) 

56.45 

(133) 

55.87 

(137) 

81.60 

(60) 

38.11 

(169) 

70.70 

(90) 

Resolving insolvency 23.62 (160) 26.36 (155) 
0.00 

(189) 

32.59 

(136) 

33.02 

(135) 

44.19 

(86) 

42.96 

(94) 

46.40 

(78) 

                                                
7
 Global Competitiveness Index (GCI) is estimated as the average of 3 components and its pillars: 1. Basic 

requirements (institutions, infrastructure, macroeconomic environment, health & primary education), 2. 

Efficiency enhancers (higher education & training, goods market efficiency, labour market efficiency, financial 

market development, technological readiness, and market size), 3. Innovation & sophistication factors (business 

sophistication and innovation). The three components of GCI have 12 pillars and further these pillars have 114 

sub-indicators. The sub-indicators outline the areas of trade, economy, education, health, technology, 

infrastructure, labour, capabilities, innovation etc. The GCI estimated at global level (out of 140 countries) and 

its score ranges 1-7. 
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Global 

Competitiveness 

Index Score 

N.A 3.8  3.8  4.3  N.A 3.9  3.4  4.2  

Basic requirements N.A 3.9 (109) 4.2 (90) 
4.4 

(80) 
N.A 

4.1 
(97) 

3.4 (131) 4.6 (67) 

Efficiency enhancers N.A 3.6 (105) 
3.4 

(116) 

4.2 

(58) 
N.A 

3.5 

(111) 
3.6 (107) 4.0 (76) 

Innovation and 
sophistication factors 

N.A 3.0 (123) 
3.3 

(105) 
3.9 

(46) 
N.A 

3.0 
(127) 

3.4 (89) 4.0 (41) 

Human Development 

Index 
0.465 (171) 0.570 (142) 

0.605 

(132) 

0.609 

(130) 

0.706 

(104) 

0.548 

(145) 

0.538 

(147) 

0.757 

(73) 

Source: Doing Business 2016 and 2017 and Connecting to Compete: Trade Logistics in the Global Economy 

(World Bank), Global Competitiveness Report 2015-2016 and Global Enabling Trade Report 2014 WEF (World 

Economic Forum) and Human Development Report 2015 UNDP (United Nations Development Programme). 

Note: Figures in parentheses for exports and imports are growth rates (2005-2015), percent share for Intra-

SAARC trade, ranks for ease of doing business and global competitiveness index sub-indicators, N.A: data not 

available. 

The performance of the countries like Pakistan (126), Bangladesh (107), Bhutan (105) and Nepal (100) 

was not noteworthy. The lack of technological readiness, innovation, business sophistication, macroeconomic 

environment, market size, infrastructure, health and primary education and labour market efficiency were 

responsible for their lower performance on GCI. Figure 2 reveals that India and Sri Lanka registered as the most 

competitive economies at global level. India derives substantial advantage not only from its innovation & 

sophistication factors but also its market size, financial market development, higher education & training and 

infrastructure. Sri Lanka’s strongest GCI indicators were health & primary education, financial market 

development, business sophistication and innovation. The lack of technological readiness, innovation, business 

sophistication, macroeconomic environment, market size, infrastructure, health & primary education and labour 

market efficiency were responsible for under performance in the region. 

 
Figure1: Ease of Doing Business Rank 2017 (Out of 190 countries) 

Source: Doing Business 2017, World Bank. 

The data on human development index indicates, out of 188 estimated countries at global level, only 

Sri Lanka and Maldives performed well. Other South Asian countries like Afghanistan, Pakistan, Nepal, 

Bangladesh and India were categorised as the lower human development group. The results indicate that there 

were major gaps between LDCs and non-LDCs in the performance of global economic indicators. India, 

Pakistan, Sri Lanka and Bangladesh were among the countries performed well. The results also reveal that 

major improvements have been made and are being made in some countries of South Asia, while others lag 

behind.  
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Figure 2: Global Competitiveness Index Rank 2015-16 (Out of 140 countries) 

Source: Global Competitiveness Report 2015-2016, WEF (World Economic Forum). 

 

III. STATUS OF TRADE FACILITATION MEASURES IN SOUTH ASIA 
Trade facilitation measures recognized as the major drivers for expansion of trade in developing 

countries like South Asia. Trade facilitation covers a multitude of issues that are relevant to the smooth and 

efficient flow of trade particularly at border level. The costs in trading at cross border level in South Asia are 

one of the highest in the world. In South Asia, limited road density, rail lines, inefficiency of customs 

procedures, poor transport & communications infrastructure, and delays in port clearance were among the major 

constraints. The region is the one where completion of commercial transactions requires the highest number of 

documents and the longest time. These constraints influenced strongly that South Asian countries lagged far 

behind in the area of trade facilitation. There are low potential for cooperation in connectivity and trade 

facilitation areas in South Asia and some of them are highlighted in the study. This study highlights the present 

status of trade facilitation measures in South Asia using Logistics Performance Index (LPI), Enabling Trade 

Index (ETI), Trading Across Borders (TAB) and Liner Shipping Connectivity Index (LSCI). The status of trade 

facilitation measures reveals that India was the top performer on LPI (ranked 35) followed by Pakistan (68), 

Bangladesh (87) and Sri Lanka (89) (see Table 2).  

Table2: Status of Trade Facilitation Measures in South Asia 

Trade Facilitation 

Indicators 
Afghanistan Bangladesh Bhutan India Maldives Nepal Pakistan 

Sri 

Lanka 

Logistics Performance 

Index8 2016 
2.14 (150) 2.66 (87) 

2.32 

(135) 
3.42 (35) 

2.51 

(104) 
2.38 (124) 2.92 (68) 2.70 (89) 

Customs 2.01 (138) 2.57 (82) 
2.21 

(128) 
3.17 (38) 

2.39 

(102) 
1.93 (149) 2.66 (71) 2.56 (84) 

Infrastructure 1.84 (154) 2.48 (87) 
1.96 

(151) 
3.34 (36) 2.57 (81) 2.27 (112) 2.70 (69) 

2.23 
(126) 

International shipments 2.38 (125) 2.73 (84) 
2.50 

(1080 
3.36 (39) 

2.34 

(132) 
2.50 (109) 2.93 (66) 

2.56 

(115) 

Logistics quality and 
competence 

2.15 (139) 2.67 (80) 
2.30 

(131) 
3.39 (32) 

2.44 
(111) 

2.13 (140) 2.82 (68) 2.91 (66) 

Tracking and tracing 1.77 (155) 2.59 (92) 
2.20 

(131) 
3.52 (33) 

2.49 

(102) 
2.47 (109) 2.91 (67) 2.76 (85) 

Timeliness 2.61 (137) 2.90 (109) 2.70 3.74 (42) 2.88 2.93 (104) 3.48 (58) 3.12 (85) 

                                                
8
 The Logistics Performance Index (LPI) is the composite index of its six sub-indicators: Customs, 

infrastructure, international shipments, logistics quality & competence, tracking & tracing and timeliness. LPI 

estimated at global level (out of 160 countries) and its score ranges 1-5.  



Purnachandra Rao, International Journal of Research in Management, Economics and Commerce,                

ISSN 2250-057X, Impact Factor: 6.384, Volume 07 Issue 06, June 2017, Page 73-83 

http://indusedu.org Page 78 

 

This work is licensed under a Creative Commons Attribution 4.0 International License 

(129) (110) 

Enabling Trade Index9 

2014 
N.A 3.4 (115) 

3.5 

(107) 
3.6 (96) N.A 3.3 (116) 3.5 (114) 3.8 (84) 

Market Access N.A 3.8 (57) 
3.4 

(102) 
2.4 (136) N.A 3.7 (61) 2.7 (133) 3.3 (104) 

Border administration N.A 3.2 (123) 
3.6 

(102) 
4.2 (74) N.A 3.1 (125) 4.3 (72) 4.0 (87) 

Infrastructure N.A 2.8 (119) 
3.0 

(109) 
3.8 (67) N.A 2.7 (123) 3.3 (94) 3.5 (83) 

Business/Operating 

environment 
N.A 3.7 (99) 4.1 (72) 4.1 (73) N.A 3.5 (113) 3.5 (116) 4.4 (53) 

Trading Across Borders10 
2016 

28.90 (174) 34.86 (172) 
95.49 

(21) 
56.45 
(133) 

55.87 
(137) 

81.60 (60) 
38.11 
(169) 

70.70 
(90) 

Liner Shipping 

Connectivity Index11 
2016 

N.A 12.62 N.A 46.24 7.59 N.A 36.58 63.21 

Source: Connecting to Compete, Trade Logistics in the Global Economy 2016, Doing Business 2016 (World 

Bank) and Global Enabling Trade Report 2014 WEF (World Economic Forum) and Liner Shipping 

Connectivity Index (LSCI) 2016, UNCTAD (United Nations Conference on Trade and Development.         

Note: Figures in parentheses denote ranks. N.A: data not available. 

The under performers like Afghanistan, Bhutan, Nepal and Maldives were trapped by the high number 

of customs procedures, lack of infrastructure, low logistics quality and timeliness. Among the LDCs Bangladesh 

performance was notable. Bangladesh’s strongest logistics indicators were logistics quality and competence. 

However, its weakest categories were customs clearance, infrastructure, and tracking & tracing. In the non-

LDCs category, Sri Lanka weak logistics indicators were infrastructure and international shipments. Maldives 

was the underperformer in timeliness and tracking & tracing, international shipments, however, it’s strong LPI 

indicator was infrastructure. India was a greater performer in all trade facilitation indicators. 

The results on ETI indicate that Bangladesh and Nepal performed well on market access. In the border 

administration India and Pakistan were better performers. India was enabling massive trade with high transport 

and communication infrastructure facilities than other countries in the region. The business environment was 

flexible in the countries like Bhutan and Sri Lanka. In addition, Bhutan, Nepal and Sri Lanka were among the 

countries in South Asia ranked top position in trading across borders. The countries like Afghanistan, 

Bangladesh, India and Pakistan were the under performers in this regard. The favourable LSCI was observed in 

the countries like Sri Lanka and India. The largest relative increase in LSCI was recorded in Sri Lanka which 

was more than doubled of its neighbours. Bangladesh and Maldives are least connected countries in the region. 

The results indicate that there are notable variations between countries in the access to various trade facilitation 

measures.  

Logistically friendly countries are more likely to have better global value chain integration and attract 

export-oriented FDI and also experience economic growth. Logistically underachievers may impede access to 

new technologies and slow trade expansion. The performance of South Asian countries on LPI during the period 

2007-2016 indicates the highest LPI mean registered in India followed by Bangladesh, Pakistan, Sri Lanka and 

Maldives (see Figure 3). Figure 3 also depicts the landlocked countries like Afghanistan, Bhutan and Nepal 

were recognized as under performers. The absence in incentives, low access to resources, slow implementation 

process and high transportation costs were important reasons for poor performance in the countries. With 

support from World Bank and other external partners, Afghanistan has embarked on major programmes to 

strengthen and reformed its customs administration. However, Afghanistan weakest LPI indicators were 

customs clearance, infrastructure and timeliness. The results shows that, the under achievers like Afghanistan, 

Bhutan and Nepal may have been facing severe logistic challenges and also over regulated services 

characterized by practices such as the tour de role
12

. In South Asia, better infrastructure, stronger connectivity, 

institutions etc, are the keys for success of regional integration and trade potential. 

 

 

                                                
9
 The Global Enabling Trade Index (out of 138 countries, score 1-7). 

10
 Trading across Borders is the summary of documents to exports and imports, time to exports and imports and 

cost to exports and imports. 
11

 Liner Shipping Connectivity Index (LSCI) is calculated based on five components: Number of ships, the 

container carrying capacity in twenty-foot equivalent units, the number of shipping companies, the number of 

shipping services, and the maximum ship size – unctadstat.unctad.org. 
12

 Tour de role refers to a heavily regulated freight allocation system where truckers are queuing to get loads in 

turns. Price is typically set by collusion between transport unions and the government. 
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Figure3: Logistics Performance Index (Mean) 2007-2016 

Source: Calculated based on the data of Connecting to Compete, Trade Logistics in the Global Economy 2007, 

2010, 2012, 2014 and 2016, World Bank. 

As far as the logistics gap is concerned, there was a significant correlation between LPI and GDP per 

capita. The countries like Sri Lanka, Maldives and Bhutan were over achievers in this regard (see Exhibit 1). 

The under performers were include Afghanistan, Nepal, Bangladesh and Pakistan. R-square value gives the 

measure of the reliability of liner relationship and the value getting close to 1 indicates excellent liner 

reliability
13

. The estimated R-square value is 0.08 indicates the linear reliability is not desirable. Countries doing 

relatively well on logistics are also likely to do well in intra-country trade. This significant correlation should be 

interpreted in terms of their association rather than causality. To close this logistics gap, the under achievers 

(Afghanistan, Bhutan and Nepal) should pursue improvements in the markets for logistics services, reduce 

coordination failures, and build strong domestic constituencies to support reforms. The overachievers should 

have a comprehensive approach to improve all the key logistics in parallel, those with a piecemeal approach. 
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Exhibit1: Logistics Gap (Over achievers and under achievers) 

Source: Estimated from the data of Connecting to Compete, Trade Logistics in the Global Economy. 
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 Y = 0.216x+3.162, R = 0.282, R-Square = 0.079.  
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IV. TRADE FACILITATION PROVISIONS 
Intra-SAARC trade has expanded in recent years but it is far below its potential due to much attention 

is not being paid on the improvement of trade facilitation measures. Trade has undergone significant reforms in 

the last few decades, which has resulted in lowering tariff and non-tariff barriers through progressive rounds of 

WTO and other regional and bilateral free trade agreements. Trade facilitation has a close link with trade 

liberalization. WTO has been providing a credible framework for binding commitments in the area of trade 

facilitation. In this steam trade facilitation has emerged an important issue in the Fifth Session of the Cancun 

Ministerial Conference in 2003. The WTO General Council has decided that the review of GATT Articles 1994 

and recognized trade facilitation needs and priorities of members particularly developing economies. On the 

other side regional and bilateral trade agreements was born to create free trade in the SAARC region. But the 

provisions relating to trade facilitation are very limited. SAPTA has given little importance to trade facilitation 

in Article-VI. But the process of SAFTA was different. SAFTA has additional measures in Article III and VIII 

that related to trade facilitation. In the recent past the trade performance of South Asian countries have been 

shown inspiring trend. This favourable trend is caused by the flourishing trade negotiations at WTO and the 

additional measures in regional trade agreements. Negotiations in the WTO have focused largely on 

strengthening provisions on transit facilitation, simplifying and modernizing import, export and customs 

formalities, and making trade regulations transparent and also more importantly special & differential (S&D) 

treatment, technical assistance and capacity building for LDCs (see Box 1). The SAPTA and SAFTA provided 

trade facilitation measures in many aspects. However, SAPTA and SAFTA ignored the most important trade 

facilitation measures. The implications on transaction costs, capacities and solutions in implementing trade 

facilitation measures are not included either in WTO or SAPTA/SAFTA provisions. In the South Asian region, 

the strength of negotiations differs across countries. In the region smaller countries were facing numerous 

difficulties in the negotiations. South Asian countries need to identify their needs and priorities in relation to the 

cost implications and implementation capacities of the proposed negotiations. Whether these landlocked and 

least developed countries have the necessary resources for implementing trade facilitation measures, good 

governance remains an important issue. The good governance, political will, legislative enactment, credible 

consensus and commitment are important elements apart from other measures such as S&D treatment, capacity 

building, technical assistance and infrastructure development to secure trade facilitation measures. High 

transaction costs, customs process and administrative delays at ports remain high in South Asian countries. Poor 

programme implementation, lack of coordination among and between countries, inadequate skilled manpower 

and lack of multi-sectoral approach to trade facilitation, have contributed to the unsatisfactory outcomes.  

Box1: Trade Facilitation provisions under WTO, SAPTA and SAFTA 

WTO SAPTA SAFTA 

For Trade Facilitation 

Freedom of transit 

(GATT Article-V) 

Special facilities and 

rates in respect to 

shipping (Article-VI) 

Facilitation of cross border movement of goods and eliminating 

barriers to trade (Article-III) 

Fees and 

formalities 

connected with 

importation and 

exportation (GATT 

Article-VIII) 

Development of 

communication 

system, transport 

infrastructure and 

transit facilities 

(Article-XII) 

Simplification and harmonization of customs clearance procedures; 

harmonization of national customs classification based on HS 

coding system; customs cooperation to resolve disputes at customs 

entry points; promoting conditions of fair competition in the free 

trade area; the elimination of tariffs, para tariffs and non-tariff 

restrictions on the movement of goods; simplification and 

harmonization of import licensing and registration procedures; 

simplification of banking procedures for import financing; transit 

facilities for efficient intra-SAARC trade; removal of barriers to 

intra-SAARC investments; macroeconomic consultations; rules for 

fair competition and the promotion of venture capital; development 

of communication system and transport infrastructure; making 

exceptions on foreign exchange restrictions; simplification of 

procedures for business visas; harmonization of standards and 

certification of products (Article-VIII) 

Publication and 

administration of 

trade regulations 

(GATT Article-X)     

Resource 

implications on 

trade facilitation     
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For LDCs 

Special & 

differential (S & D) 

treatment, technical 

assistance and 

capacity building 

Identification, 

preparation and 

establishment of 

agricultural and 

industrial products; 

cooperative financing 

and buy-back 

arrangements; setting 

up of manufacturing 

facility to meet intra-

regional demand under 

cooperative 

arrangement; 

formulation of export 

promotion policies and 

establishment of 

training facilities to 

maximize trade 

benefits; export 

marketing support; 

export credit insurance 

and access to market 

information to facilitate 

imports; promotion of 

joint ventures between 

enterprises and project 

sponsors to expansion 

of trade (Article-VI) 

Transit facilities for efficient intra-SAARC trade, especially for 

the landlocked contracting states (Article-VIII) 

Review of trade 

policies and export 

& import policy     

Telecommunication 

regulations     

Source: www.wto.org and www.saarc-sec.org. 

SAFTA has given more emphasis on simplification and harmonization of customs clearance and 

development of transport and communication infrastructure. WTO concentrated on freedom of transit, fees and 

formalities related to export and import and trade regulations. WTO provisions would be a good move to India, 

Bangladesh, Nepal and Sri Lanka; modest to Pakistan and Afghanistan. The provisions under SAPTA and 

SAFTA have given the major priority for LDCs than WTO regarding trade facilitation. In this way there is a 

need to concentrate and adopting provisions on implementation process. There is a principle need to reiterate 

and reinvigorate the pattern of provisions.  

 

V. ISSUES AND PROSPECTS 
The results indicate that South Asia has been growing rapidly, although trade has a least importance as 

a proportion of GDP. The existing low level of trade is mainly due to the numerous trade facilitation constraints 

in the region. The removal of these constraints is critical to boost intra-regional trade. The main issues emerged 

from the study were include the status of trade facilitation measures was not impressive in the region. There 

were a wide gaps and subtle differences between countries, especially LDCs and non-LDCs. The results indicate 

that, the LDCs and land-locked such as Afghanistan, Nepal and Bhutan are backward in all aspects of economic 

development and trade facilitation measures. It is evident that the resources are high in some of the LDCs but 

effective utilization is low due to poor governance. The region has taken some initiatives for facilitating trade, 

but implementation flaws, lack of cooperation and mistrust resulted imbalances between countries. The main 

problems in the region were relative absence between the countries and identification of problem areas in trade 

facilitation. Majority of South Asian countries bear very high customs and port clearance, poor communication 

and transportation infrastructure, market access barriers and regulatory constraints at the borders. Since trade is 

the key channel for the international efficiency of the economy, poor logistics may impede access to new 

technology and slow the rate of economic growth. Reducing trade costs and facilitating transit are important 

steps for more integrated economy. It is a need to improve international shipments in the countries like Maldives 

http://www.wto.org/
http://www.saarc-sec.org/
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and Sri Lanka. The governance indicators were not favourable for the countries like Afghanistan, Nepal, 

Bangladesh and Pakistan (poor governance due to lack of political stability, voice & accountability, government 

effectiveness, regulatory quality, rule of law and control of corruption). It is envisaged that speeding up 

infrastructure, customs clearance and port efficiency could have a major impact on reducing costs and improves 

the economic power of the region. 

 

VI. CONCLUSION AND POLICY IMPLICATIONS 
It can be observed from the study, the differences between countries are explained by the fact that the 

poor performance, in one or two areas in the country, can have strong implications for overall performance. This 

insight is important for the design of effective reforms in the South Asia. Effective implementation of Electronic 

Data Interchange (EDI), United Nations Conference on Trade and Development’s (UNCTAD’s) Automated 

System for Customs Data (ASYCUDA), discovery of trade routes and pattern of adopting technology are the 

first priority. South Asia was a partial reformer in trade facilitation at global level. The share of World Bank’s 

trade facilitation lending was only 3 percent (2004-09), lowest among all regions in the world. We hope the 

World Bank’s Trade Facilitation Facility (TFF, 2009) would help South Asian countries to improve 

infrastructure, institutions, services, policies, procedures and market oriented regulatory systems that enable 

firms to conduct trade on time and reduce costs. Reviving free trade and access to trade facilitation measures are 

the two key approaches to achieving a more economic growth in South Asia. Development of cross-border 

infrastructure, especially transportation linkages across the region will contribute to the regional integration by 

reducing transportation costs and facilitating intraregional trade. It is a greater need to reduce the gaps between 

LDCs and non-LDCs on trade, access to various trade facilitation measures and governance. Doing so will 

encourage economic activity across borders, eventually generating employment through industrialization as well 

as benefit the poor of the LDCs like Afghanistan, Bhutan and Nepal. Finally, South Asian countries should 

wake up and identify their needs and priorities to improve trade and economic development through mutual 

cooperation. It should be focused on severely logistically constrained and partial reforming countries and major 

concentration on exchange of experiences, preferences and the possibility of consensus building to achieve 

tangible results in export growth and regional cooperation 

Implications of the Findings 

The following recommendations could set right the implementation and improvement of trade 

facilitation measures in South Asia. 

 The World Customs Organisation (WCO) tools like Revised Kyoto Convention (RKC) on the 

simplification and harmonization of customs procedures, ATA Carnet and TIR Carnet
 
are absent in the 

countries like Afghanistan, Bangladesh, Bhutan, Maldives, Nepal and Pakistan. India is using the ATA 

Carnet, for a very limited purpose. Sri Lanka also joined recently to use ATA Carnet. At this stage 

these mechanisms should expand all South Asian countries to meet the customs clearance process 

effectively and efficiently.  

 It is recognized that better infrastructure facilities are more conducive to export expansion especially 

for LDCs. The countries like Afghanistan, Bangladesh, Bhutan and Nepal have lowest railroad, port 

and air transport infrastructure facilities. Road transport is a primary mode of transport in these 

countries that is vital need of reform. Road quality issues need to be addressed in conjunction with 

cross-border services. Only by addressing these issues will intra-SAARC land transport be more 

competitive than the current circuitous maritime routes. Streamlining regulations on transport and 

telecommunication regimes can also facilitate trade. In addition, it should be focus on modernization of 

harbours, internal transportation corridors and air transportation system.  

 There is a need to build governance gap in the countries like Afghanistan, Pakistan, Nepal, Bangladesh 

and Sri Lanka.   

 WTO provisions are not good move to LDCs in South Asia. These countries are facing numerous 

difficulties in the negotiations and moreover the strength of negotiations differs across countries. It is 

believed that SAARC needs to reinvigorate its negotiating capacities and to revisit its trade promotion 

strategies. In the context of intra-SAARC trade, customs delays, infrastructure constraints and high 

transaction costs are major issues. In this position greater significance has to be given to Article V and 

VIII. Under these Articles, efforts are required for achieving common trade documentation, procedural 

harmonization and sharing of information between border agencies. 

 Design of the programme, domestic regulatory procedures, financial mechanisms and institutional 

structures based on international best practice models can improve transparency in border clearance 

procedures. There is a need to follow these models for implementation of trade facilitation measures, 

thus help to bridge asymmetries that exist in trade. 

Sources of Funding of the Study 

Project Name: Trade Facilitation in South Asia - A comparative Analysis 
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Sources of Funding (Sponsored Organisation): Funded by the ‘Friedrich-Naumann-Stiftung für die 

Freiheit (FNF)’, South Asia, located in 6, Special Institutional Area, USO Marg, Block A, Qutab Institutional 

Area, New Delhi – 110067 (India). 

Project completed in the ‘Rajiv Gandhi Institute for Contemporary Studies’, 2009, Rajiv Gandhi 

Foundation, Jawahar Bhawan, Dr. Rajendra Prasad Road, New Delhi-110 001 (India). 
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