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Our	
  Mo'va'on	
  
1)	
  Shi0ing	
  rela've	
  
importance	
  of	
  trade	
  
costs.	
  

	
  Tariffs	
  
	
  Transport	
  Costs	
  
	
  	
  

– 	
  Underinvestment	
  
– 	
  Fragmenta'on	
  (GVCs)	
  
– 	
  Asia’s	
  emergence=	
  LAC’s	
  growing	
  
specializa'on	
  in	
  “transport	
  
intensive”	
  goods	
  (“heavy”	
  and	
  
'me-­‐sensi've	
  goods/tasks)	
  



Our	
  Mo'va'on	
  
2)	
  Uneven	
  trade	
  gains	
  behind	
  the	
  border	
  
	
  

• Within-­‐country	
  varia'on	
  in	
  transport	
  costs	
  is	
  
likely	
  to	
  have	
  an	
  important	
  role	
  in	
  explaining	
  the	
  
level	
  and	
  persistence	
  of	
  heavy	
  spa'al	
  
concentra'on	
  of	
  exports.	
  

	
  
•  This	
  calls	
  for	
  an	
  approach	
  the	
  goes	
  beyond	
  the	
  
one-­‐size-­‐fits-­‐all	
  that	
  mark	
  the	
  country-­‐wide	
  
analyses.	
  



Our	
  Objec'ves	
  

•  To	
  provide	
  a	
  more	
  detailed	
  (municipal	
  level)	
  and	
  reliable	
  
descrip'on	
  of	
  the	
  spa'al	
  distribu'on	
  of	
  exports	
  within	
  a	
  
selected	
  number	
  of	
  LAC	
  Countries	
  (Brazil,	
  Chile,	
  Colombia,	
  
Peru	
  and	
  Mexico),	
  where	
  the	
  basic	
  informa'on	
  is	
  available;	
  

•  To	
  es'mate	
  the	
  factory-­‐to-­‐port	
  transport	
  costs	
  of	
  these	
  
exports;	
  

•  To	
  asses	
  the	
  impact	
  of	
  these	
  costs	
  on	
  the	
  level	
  and	
  
diversifica'on	
  of	
  subna'onal	
  exports.	
  	
  	
  	
  



Empirical	
  Strategy	
  	
  	
  
1.  Data	
  building	
  
	
  

–  Origin	
  (municipality)-­‐des'na'on	
  (customs)	
  of	
  exports:	
  	
  
•  For	
  most	
  countries	
  the	
  primary,	
  custom	
  data	
  on	
  the	
  origin	
  was	
  biased	
  towards	
  the	
  

big-­‐ci'es	
  (firm	
  headquarter	
  bias)	
  	
  
•  Different	
  strategies	
  used	
  for	
  each	
  country	
  based	
  on	
  complementary	
  data	
  availability	
  

(e.g.	
  census,	
  industrial	
  survey,	
  firms	
  directories	
  and	
  interviews)	
  

–  Transport	
  costs	
  along	
  the	
  export	
  routes	
  
	
  	
  

a)  Following	
  Combes	
  and	
  Lafourcade	
  2005,	
  we	
  use	
  real	
  distance	
  and	
  'me-­‐related	
  opera'onal	
  
costs	
  of	
  land	
  cargo	
  services	
  taken	
  from	
  	
  transport	
  firms	
  surveys	
  or	
  na'onal	
  logis'c	
  plans.	
  

•  Transport	
  costs	
  =	
  Distance	
  costs	
  +	
  Time	
  costs	
  

•  𝐷𝑖𝑠𝑡𝑎𝑛𝑐𝑒  𝑐𝑜𝑠𝑡𝑠= ​(𝑓𝑢𝑒𝑙+𝑙𝑢𝑏𝑟𝑖𝑐𝑎𝑛𝑡+𝑡𝑖𝑟𝑒𝑠+𝑠𝑝𝑎𝑟𝑒  
𝑝𝑎𝑟𝑡𝑠)∗𝑙𝑒𝑛𝑔𝑡ℎ  𝑜𝑓  𝑙𝑖𝑛𝑘/𝑡𝑟𝑢𝑐𝑘  𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦  𝑖𝑛  𝑡𝑜𝑛𝑠 	
  

•  𝑇𝑖𝑚𝑒  𝑐𝑜𝑠𝑡𝑠=   ​(𝑚𝑎𝑖𝑛𝑡𝑒𝑛𝑎𝑛𝑐𝑒+𝑐𝑎𝑝𝑖𝑡𝑎𝑙+𝑐𝑟𝑒𝑤)∗𝑙𝑒𝑛𝑔𝑡ℎ  
𝑜𝑓  𝑙𝑖𝑛𝑘/𝑡𝑟𝑢𝑐𝑘  𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦  𝑖𝑛  𝑡𝑜𝑛𝑠 	
  	
  



Empirical	
  Strategy	
  	
  	
  
b)  To	
  iden'fy	
  the	
  export	
  routes,	
  we	
  

combined	
  the	
  (i)	
  origin-­‐des'na'on	
  
data,	
  (ii)	
  the	
  georeferenced	
  cost	
  data	
  
and	
  (iii)	
  the	
  digital	
  map	
  of	
  the	
  
transport	
  networks	
  to	
  find	
  the	
  least	
  
costly	
  route	
  for	
  each	
  product-­‐
municipality-­‐custom	
  (GIS	
  so0ware.	
  

c)  we	
  then	
  calculate	
  the	
  ad	
  valorem	
  
transport	
  costs	
  for	
  each	
  product	
  as	
  
follows:	
  	
  

	
  TCad	
  = ​​𝑡𝑟𝑎𝑛𝑠𝑝𝑜𝑟𝑡  
𝑐𝑜𝑠𝑡𝑠↓𝑖,𝑗 ∙ ​𝑤𝑒𝑖𝑔ℎ𝑡↓𝑖,𝑗,𝑝,𝑡 /​
𝑒𝑥𝑝𝑜𝑟𝑡𝑠↓𝑖,𝑗,𝑝,𝑡  	
  

b)  Overall	
  database:	
  	
  
–  Chile:	
  2006-­‐2008,	
  	
  
–  Colombia	
  :	
  2004-­‐2006	
  
–  Peru:	
  2000-­‐2009	
  
–  Brazil:	
  2007-­‐2010,	
  	
  
–  Mexico:	
  2007-­‐2010 	
  	
  



Share of total 
exports % 

Only	
  19%	
  of	
  the	
  municipali'es	
  exports,	
  accoun'ng	
  for	
  27%	
  of	
  the	
  
territory.	
  The	
  top	
  10	
  exporters	
  account	
  for	
  55%	
  of	
  all	
  exports.	
  	
  

Ad valorem costs % 

Descrip'ves:	
  Brazil	
  	
  



Descrip'ves:Peru	
  	
  

Share of total 
exports % Ad valorem costs % 

Only	
  24.5%	
  of	
  the	
  districts	
  exports,	
  which	
  account	
  for	
  36%	
  of	
  the	
  
territory	
  occupied.	
  The	
  top	
  10	
  make	
  up	
  for	
  45%	
  of	
  all	
  exports.	
  



Descrip'ves:	
  Mexico	
  	
  

Share of total 
exports % 

Ad valorem costs % 

39%	
  of	
  the	
  districts	
  exports,	
  with	
  69%	
  of	
  the	
  territory.	
  The	
  top	
  10	
  
account	
  for	
  68%	
  of	
  all	
  exports.	
  



Descrip'ves:	
  Colombia	
  	
  

24%	
  of	
  the	
  districts	
  exports,	
  with	
  11%	
  of	
  the	
  territory.	
  	
  The	
  top	
  10	
  
account	
  for	
  73%	
  of	
  all	
  exports.	
  

Share of total 
exports % Ad valorem costs % 



Descrip'ves:	
  Chile	
  	
  

69%	
  of	
  the	
  districts	
  exports,	
  with	
  57%	
  of	
  the	
  territory.	
  The	
  top	
  10	
  
account	
  for	
  74%	
  of	
  all	
  exports.	
  

Share of total 
exports % 

Ad valorem costs % 



Empirical	
  strategy	
  	
  

•  Es'ma'on	
  
	
  	
  

	
  
	
  

​ln(𝑒𝑥𝑝𝑜𝑟𝑡𝑠↓𝑖,𝑗,𝑝,  𝑡 )= ​𝛽↓0 + ​𝛽↓1 ln(1+ ​𝑇𝐶↓𝑖,𝑗,𝑝𝑡 )  + ​𝑑↓𝑖,𝑗,𝑝 + ​𝑑↓𝑡 + ​𝜀↓𝑖,𝑗,𝑝,𝑡 	
  



Results	
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Note: Results are statistically significant at 1%.For Chile and Peru, agriculture and mining share the same coefficient as they were jointly estimated.
See the technical appendices of the countries' respective chapters for details.

Figure 4 - The Impact of Transport Costs on Exports by Sector and Country.



Simula'ons	
  
Brazil	
  
	
  
ü  Upgrading	
  all	
  roads	
  with	
  

top	
  quality	
  pavement.	
  In	
  
our	
  2007	
  benchmark	
  year,	
  	
  
only	
  26	
  %	
  of	
  roads	
  had	
  
pavement	
  rated	
  good.	
  

	
  
ü  Waterways	
  and	
  railways	
  

projected	
  by	
  PNLT:	
  (Nova	
  
Transnordes'na,	
  Leste-­‐
Oeste,	
  Norte	
  Sul	
  e	
  
Transoceânica,	
  Tocan'ns	
  e	
  
Teles-­‐Pires	
  Tapajós).	
  









Conclusions	
  
ü  The	
  results	
  suggest	
  that	
  trade	
  policy	
  seems	
  to	
  have	
  much	
  to	
  gain	
  by	
  incorpora'ng	
  among	
  

its	
  objec'ves	
  lower	
  to	
  transport	
  costs	
  to	
  the	
  ports	
  ,	
  par'cularly	
  in	
  regions	
  whose	
  
development	
  is	
  lagging	
  behind.	
  	
  

	
  
ü  What	
  is	
  at	
  stake	
  is	
  not	
  only	
  the	
  maximiza'on	
  of	
  	
  export	
  	
  gains	
  for	
  the	
  countries	
  as	
  a	
  

whole,	
  but	
  also	
  a	
  	
  bemer	
  subna'onal	
  distribu'on	
  of	
  	
  these	
  benefits.	
  	
  
	
  	
  
ü  This	
  agenda	
  can	
  only	
  be	
  advanced	
  by	
  addressing	
  the	
  chronic	
  underinvestment	
  and	
  the	
  

unbalanced	
  regional	
  a	
  and	
  modal	
  development	
  of	
  transport	
  infrastructure.	
  

ü  	
  Underinvestment	
  seems	
  to	
  arise	
  not	
  so	
  much	
  from	
  budget	
  constraints-­‐-­‐especially	
  in	
  light	
  
of	
  the	
  improvements	
  in	
  the	
  fiscal	
  situa'on	
  in	
  the	
  last	
  decade-­‐-­‐but	
  from	
  a	
  combina'on	
  of	
  
misguided	
  public	
  expenditure	
  priori'es	
  and	
  ins'tu'onal	
  weaknesses	
  that	
  seriously	
  
hinder	
  the	
  execu'on	
  of	
  investments	
  by	
  both	
  the	
  public	
  and	
  private	
  sectors.	
  

	
  
ü  There	
  seems	
  to	
  be	
  plenty	
  of	
  	
  good	
  plans	
  and	
  diagnos'cs.	
  Yet,	
  they	
  are	
  usually	
  

compromised	
  by	
  :	
  (a)	
  the	
  regulatory	
  agencies’	
  lack	
  of	
  poli'cal	
  independence,	
  technical	
  
exper'se	
  and	
  coordina'on;	
  (b)	
  badly	
  drawn	
  up	
  contracts;	
  and	
  (c)	
  misguided	
  na'onalist	
  
policies.	
  


