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A Story Line

* |lam an SME and am considering exporting

. What do | do:
Identification of client?
— Evaluation of costs to exports?
— Permits, Certificates quality and/or phytosanitary?
— Packaging?
— Inventories?
— Consolidation? Scale to small?
— Bill of landing?
— Cold chain?
— Trucking service?
— Shipping service?
— Insurance?
— Custom agent?
— Certificate of origin?
— Trade finance?
e Multimodal operator?

* As a policy maker what and how should | focus a support reform program?
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Logistics Framework

* Critical for enhancing
competitiveness/productivity

 Critical for trade

* Critical for mainstreaming SMEs into the export
and value chain

* Critical for poverty alleviation

* Need a comprehensive and integrated approach:
not just a downstream focus (port or customs
related) or a just hard infrastructure focus
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Components of a Competitiveness
Framework

* Trade Policy and Access to Markets
— Tariff Regime
— Free Trade Treaties
» Exportable/Production Supply
— Quality and Standard
— Human Capital
— Innovation and Knowledge Transfer
— Clusters and value chains
* Logistic and Trade Facilitation Costs
— Hardware: Infrastructure
— Software: Associated Services and Trade Procedures
* Social/Productive Inclusion: Knowledge Transfer
— Articulation
— CITEs
*  Financial Instruments
* Institutions: Export Facilitation, Quality Agency, Innovation Agency
* Overall Investment Climate

e Objetive: Productivity increases, growth, trade and mainstreaming of SMEs into the
value and export chain
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Logistics performance is difficult to
measure (and to interpret as well)

Micro approach***
L ogistics performance based
on firms’” surveys. Cosits as a %

Perception
Recent | ogistics

Macro approach
L ogisitics cosis as

a % of GDP of product value Percepltion Index
. Based on the national Based on firms surveys New exercise: World
accounts Logistics costs as a % of Bank, GFP and Turku
- Logistics costs as a % . . .
or EDP SO&II:S ‘I’a"_‘et_ Perception-subjective-
. Demands some rfer ogistics dicat from pooled
assumptions periormance Iindicators information provided
- Quick and easy: Needs large samples for by freight forwarders
Provides overall robustness All . )
results Example: Peru (Guasch AlIOWS Tor a unique
- Example: Guasch and 1997), Argentina (1999), indicator, which can
Kogan (2002) LALC Observatory be correlated to others

. Alternative . WEF, WB, etc.
approaches (Michigan Corridor approach ( )

State Univ.) (USAid’s Fast Path) Other hard data also
collected

AThe | ogistics of international shipments is a
many public and private operations that does no
AThere is no statistical i1 ndicator that proxies

part of It o. Source: Measuring Global Connections - Draft




International LPI ranking

By default, the table is sorted by the Logistics Performance Index {(LPI). Click on the 9 icons to sort by other categories in
ascending order. Please click on the country name for the detailed information on the Country Scorecard. More

information ...

Int. Country Customs Infrastructure International Logistics Tracking Domestic Timeliness

LPI shipments competence & tracing logistics
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Singapore 4. 3.90 4.27 4.04 4.21 4.25 2.70 4.53
Netherlands 4. 3.99 4.29 4.05 4.25 4.14 2.65 4.38
Germany 4, 3.88 4.19 3.91 4.21 4.12 2.34 4.33
Sweden 4. 3.85 4.11 3.90 4.06 4.15 2.44 4.43
Austria 4. 3.83 4.06 3.97 4.13 3.97 2.24 4.44
Japan 4, 3.79 4.11 3.77 4.12 4.08 2.02 4.34
Switzerland 4. 3.85 4.13 3.67 4.00 4.04 2.26 4.48
Hong Kong, 4. 3.84 4.06 3.78 3.99 4.06 2.66 4.33
China

United 3. 3.74 4.05 3.85 4.02 4.10 2.21 4.25
Kingdom

Canada 3.92 3.82 3.95 3.78 3.85 3.98 2.84 4.19
Ireland 3. 3.82 3.72 3.76 3.93 3.96 2.65 4.32
Belgium 3. 3.61 4.00 3.65 3.95 3.96 2.62 4.25
Denmark 3. 3.97 3.82 3.67 3.83 3.76 2.52 4.11
United 3 3.52 4.07 3.58 3.85 4.01 2.20 4.11
States

Finland 3. 3.68 3.81 3.30 3.85 4.17 2.22 4.18
Norway =y 3.76 3.82 3.62 3.78 3.67 2.08 4.24
Australia 3.58 3.65 3.72 3.76 3.97 2.80 4.10
France 3.51 3.82 3.63 3.76 3.87 2.34 4.02
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What’s Trade Facilitation and Logistics?

FROM FACTORY TO SHELF: Navigating the Global Supply Chain
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DESCRIPTION
Licensing and Procedures

Administrative Costs and losses - - Customs, phytosanitary measures, if
Warehousing applicable, among others.

20.5% 19.0% Administrative Costs

- Logistics overhead
- Insurance

- Security

- Spoilage andlosses

Licenses and
10.1%

Inventories

(and financial costs Warehousing/ Storage

18.7% - Storage costs
- Coststo deterioration ofgoods andlosses due
to storage.

Transport: port related
17.8%

Transport: roads or/and railways Inventories (and financial costs)

14.0% - Costs ofmaint_ainingir_wentory
- Costof goodsin transit

Transport Costs

- Frieght Charges
- Coststo deterioration ofgoods andlosses

Cost of Logistics =32 % during transport
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Consequences of High Logistic Costs

« Reduced Competitiveness/Productivity overall
— Higher prices
— High levels of inventories
— High percentage of goods not reaching markets
— High rate of spoiled goods
— Lower connectivity

— Stunting the development of new products and new
exports

— Lower trade
— Increases in poverty
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How do trade /logistic costs matter?

» Distance still matters significantly

e Time costs matter

— Each day saved worth 0.8 ad valorem tariff .
— A day is equal to 1 percent of trade or 70 km

e Shipping costs matter

— Doubling transport costs (S/T) is associated with a 33%
decline in agricultural trade overall

— eliminating market power in shipping would increase trade
by 5-15 percent
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Productivity losses (%)

=|GOMPETE
@ CARIBBEAN

Logistics is a driver of competitiveness

Merchandise losses: Logistics costs as Levels of Inventory
Share of primary share of market
goods that do not value

arrive at market

Source: Guasch (2004, 2008)
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Figure 3: Logistic Cost as Percentage
of Product Value, 2004
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Source: Guasch and Kogan, 2006
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Logistics costs are a driver of firm prices and
stronger adverse effec t on SMEs

LAC Logistics Costs by Firm size: % of Total Value of Firm Sales

18 138
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‘.. 6’?8 731
11

Less than US$ 5 M USS 5Mto USS 50M USS$ 50Mto USS s00M More than USS$ 500 M

W Inventory Management &Warehousing @ Transport &Dis tribution

Fuente: Centro Logistico de Latinoameérica, Bogot, Colombia. Benchmarking 2007:
Estado de la Logistica en America Latina Anexo, Maria Rey LogisticSummit 2008
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Local producers are punished by logistics costs

uss/ke

271 Disaggregated costs incurred by a
Customs, 11%

small Central American

fruit exporter W Duties, 6%
0.8 Transport, 23%
0.6

I Others 9%
0.4
0.2 1 Farm gate, 31%
0 T T T T T T T

Source: LCSSD Economics Unit, World Bank (2010)
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Farm Gate

Producer Profit

Intermediary Margin

Transport Farm Gate te Distribution Center

Handling at Distribution Center

—Transport from Distribution Center to Border

Customs Agency Services Costa Rica

Customs Time Costa Rica

Customs Agency Services Nicaragua

Customs Time Nicaragua

Transport From Border to Center of
Distribution

Handling at Distribution Center

Transport form Distribution Center to Open Air

Market
Handling Losses
Storage
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Malaysia
Mauritius
Namibia
Trinidad & Tobago
Guatemala
Peru

Costa Rica
Colombia
Chile
Poland
Venezuela
Turkey
South Africa
Argentina
Portugal
Austria
Sweden
Greece
Switzerland
Mexico
Norway
Ireland
Finland
Denmark
Eastern Europe
Belgium
Middle East
Italy

Brazil

Great Britain
Australia
Canada
Bangladesh
Spain
France
Netherlands
Germany
China
Russia
India
Japan
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o Doubling of Connectivity

L S Rating = 15 percent

T - decrease in freight rates
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Logistics costs affect the poor

e Logistics and transport costs are 2 to 10 times higher than
import tariffs for basic goods.

e These basic goods represent
20 to 30 % of
household income

> For the poor
may
represent
up to 70
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