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Aid For Trade® EAHROF YR AMO T3t AAH)

AT 2] Aol whet fx9] Sidioks HaAvE A0 Aol thafjAl= B4
=to] 9tk FE G20 7o A|o A= = a4 (aid effectiveness)S oAl =
7iEE & 714 (development effectiveness)o] 7z 5] it 7HHEP9111]§ A AT} Rk 2]l

it

FHo 24 MDGsE 25t AR} a0} A7 Hh 22 913 53] ek A1
S HER sk e A A A anE 7HA7 HOHH 7178 & sAlslof & ok
= Foad L= (Aid for Trade: AfT)2farl & 4= Qlt} AfT= OECDQ} WTO7} # 2 7}
T oS T s dREorR BT sl el Roe Y wigE Sl A&7
S gAdsta AR AN WIS 0% ool 5 Q=R Sk Ae B L
= gt

WTO(2006)0] LreRLE ue} o] AfTE: *5eo] Shof’ A4S BHet Yzt OME}
ol A ge] peb o Bgaty] 98] RS A dets A
AFT T2 EY T2 I3150] 71 BHL 02 741 gl 47H] BEE @ an Z,

$% chsh, © A Alete] A7 Srsh @ 4%

AfTS] HR7T 5359 52 v (capacity building) 2.
zT o 7 s w9}, e} o9 7o W oo} B o] 3
A AABE Aol AR FAE o R o Hi AnhE 2 efetsich

ATT2] ¥ 17} Sl |51 917] wjiol] AfTe] il A T8 SIsAE AT Al

=37} metsfor oba A F ) ARt BEE S YES AT/ - HYE ojof T},
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% AR A YT BE Hokg T} 4 ¢l7] v Bel /b8 43S welst Aeu W E
o] £ gLk, Folg3l7t AA| AAAT o) 2 B WT FaT Ak AL
Solghl ofakat AN AR AT AR S 25T glofof Btk el ol of
o] W7k Al EBA 02 B3 9)7] W Ro] F7hER Jeket Ago] Wast,
“1of) M3Her G Rle] Basith o 249l W4 AT A% Taht WZgS
A BASHE A FashAu, Hok ofn] i e Y Tk Al A
AT Z219HS E&5Hs Alojeka & 4= it

ol@ wletol A o} A4, WIE 7Ho] A IelS urt Wate el A} 6
of Fredztrye] sejo] A AVLOR Sehui] Foh AFRASE okl Helo]
Z a5t

1. eh=2| AfT oigh

ook

HAAA AfTE 2k ol (commitment) 7| C. 2 Ars B H, 1990 o] S+l A 2000\
o 28 717 Folli= 150~2009 & ol A HE sttt o] & A S = 2=
A 20109 4479 =2 F715FAT. ODACA AfT7} 2HA| 8= HI5-2 2| 501 20051
13.6%0]4] 20104 21.3%717] X|4:2)91 Z7HAE A @slaL gt ol Th7] 25 v
33l FESo] ATE A EFH o] A o] 47 7]Qls7] = sl o] H k= =44
© 2 |- ODAQ 7t ay/do] FxE WA AT Fa/do] FZ4E I Q= Fof 714
Ao s &4 Sk

DAC 3|59 AfTE A= FFHE AmEd, 2010 Hy A 7|Eo =z 437t
A AT XN 9] 56.2%F Z}A|6h= 7h2- ], A2 37.4%, A& FAH= 6.5% =2
T/HIE Bl o= FAEol7t 2000 SHIZRAITE S A AFTE) 2/3 o) 2
Ao & 1 2A giulE =], E3], 2006 o]Foll= A RER} Fejo] A ujFo]
Ao vlsl F7Fet S8 S LRl AL QUThS)

2) AT Alekaql B43} phelsl WS 7ol 9](2010) T2
3) AfTe] 214 2A0] et 2ok AT A4S Zels 2)(2012) 2.
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=2] 77 AR ODAA AfT7} 2R 8= 52 20091 oF <Y 7]E 2 2 64.4%
2o, 23 vt F8 f2golmh o] Fopo HjFo] Bl 2 o R Hial
%] Qith4) 3H o] AfT= 2006~20094 7|7} 3= ool 7|Z o 2= 4.7v), Aol 7| &
S 2= Lo o R2A o] Eopo] = v AlA il otk 2y ol=
ALSA BAA L] Aatol x| AA| AP Aoz ) FAE AT Z7H2 27 o3&
Zo] et ket Fh=2] AT W8-S A 2 H 2009'd 9] 79 A o] i 29] AfT
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@ L=r2] WEHefo| FoS FRIS= 240 o|FofAof g} (Getting the
co-ordination right: mainstreaming trade into development strategies)

® Ak el Tzl Zcto] A& o] Fo] # of slr}.(Getting the diagnostics right: from
needs to binding constraints)

© 7NE 2] A 71548 =ofof slr}.(Getting the political economy right: the feasibility
of reforms)

@ PZ2ANAES =0l Wo g fxdgo| o]Fojx o gtrt.(Getting the delivery
right: the Paris Declaration on Aid Effectiveness)

(e £Yate] H=gufjofo] o]Foj#jof 3Bt} (Getting the regional dimension right:

strengthening capacities)

3. 82 AT FMEFX|Z U =228 7| A

=2 O A|7IA] AR A L= oh=o] AFTO T gt ikl Aehe 71t 2 o] gint.
AFT Z o] tjgk F2 2] ofolr]oj= OECD 2| AfT HEA|, Y=ol T3t =4 35] 2] o) A]
o A Y 5= Tl A E vE et AfTof| et i ebatal 414 9l A2kt
FAAA], FHZoF A T 5= B2 AAA ] AR o] 2
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& wASAL 24 Foll Gk BRE ATE G302 2957 AsiAE AFTY

%), FAAA), BIRE & 45He Hekx ol Wasith AT HekA

Pt @ AN 712 F4ohe PO R AYE AR AEstE ok
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o & Zlof e}, ofef o] <3t 1> g5 =] F gh=to] AfT A kx| o] ool 3 al4] 4]
A &= AR Aol
Y 12 AT H2EX|ZIQ] B4l LI
= LHE
- SRR 27|35 Y RoclEro| SEI0| S| Y U Bl
+ USE HY
AfT2|9| ¢ =2l =0 U0 FHE HAXQ 20 = o= FHASH
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* o=l TEPEQI Bz B OfL 2t AfTOl| QUOIM = =2
Ci=0] Bl S0 ot 2IFAl X|H5 s X|gfets HY
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- SEQI YZX T2 AT T2 0| NIt SIS 9I5104 CHUS! 0|7 X B
HOIE SRR 2 na{stn X|st= WA, 6l £0{ PBAs(Program-based
[u%]

2 = xR . OFd FXIAIA: TV | Mo 2 st=o| B-sHE HEMK|El= M2F StoflA AT
=< == |_x =y = = — -
N HYHAS 22I20] R LL7| /5t FEAMZ HRokd F7I +|x1|E nE
- HE0FY FEIAKIE 7|Z 2| HEHHQ! AR A HEIAIT|X| of
MBS 4 U W
* AT 3 2igeh s, DIZERE 2, 28 S Chet 2otof| cist
DRSS 7|26t o|alet mf 2] 2012 MEHHS E3ol= HIFILIER2E
AT ZSEAE 7SS 1
ATl * AT 20FEE $t=20| xIE3lE H|uR{E K- ME 2052 HAlstn
= o} TEH|&Q1 ARHEEOrS KA
s 2HO| HEOQI HAS T{olo] x| HEI S0 HA| SOt B A
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Identifying Uganda and Azerbaijan’s Binding Constraints to

Trade Expansion

Gimin Kang
EDCF Operations Department, Korea Eximbank

| . Introduction

International trade can be an important force for economic growth and poverty
reduction. However, in the case of developing countries, harnessing the power of trade is
often difficult because of supply-side domestic constraints (lack of trade-related
infrastructure and capacity). The Aid for Trade initiative was launched to address these
constraints.

However, identifying which needs should be tackled first is not an easy task because
trade-related needs are not only numerous but also multi-faceted and country-specific.
This was an important conclusion of the Second Global Review of Aid for Trade held in
2009.

This report builds on the conclusion of the OECD Working paper “Estimating the
constraints to trade of developing countries” (Hallaert, Cavazos and Kang, 2011) and
seeks to analyze the most important supply-side constraints inhibiting Uganda and
Azerbaijan?) ’s trade performance. It will then compare the results against aid-for-trade
flows in order to identify the currently unfunded needs and contribute to a more efficient

aid for trade.

1) These two countries are Korea’s priority partner countries and were selected to reflect different regions and
income groups. Uganda is a low-income country, while Azerbaijan is an upper-middle-income country.
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The remainder of the paper is organized as follows. Section Two presents country case
studies illustrating the most binding constraints to trade in Uganda and Azerbaijan.
Section Three reviews the link between the identified constraints and aid-for-trade flows.

Section Four concludes.
Il. Case Studies - Uganda and Azerbaijan

1. Uganda: A landlocked, small and vulnerable economy

The experience of Uganda with trade reforms highlights three salient points. First, it is
important to identify the most binding constraint to trade in order to adequately sequence
the reforms and have a meaningful impact on trade and on growth. This is done by
analyzing the reasons for the failure of the 1990s reforms and the success of the trade
reforms of the 2000s. This comparison illustrates the second point, namely the
importance of the complementary policies. The trade reforms of the 1990s did not result
in trade expansion and economic growth because they did not address the most binding
constraints (they were limited to tariff reforms). This contrasts with the broader reforms
of the 2000s, which were successful in leading to a sharp increase in trade and significant
export diversification. Third, Uganda shows the importance of factors such as corridors,

time costs, regulation of the transport sector, and customs procedures.
Failure in the past: tackling the wrong binding constraints

During the 1990s, Uganda substantially liberalized its trade regime, while maintaining
macroeconomic stability. The tariff structure was simplified, the average import tariff
dropped from 17% in 1994 to 9% in 2000 (Figure 1) and taxes on exports were
eliminated. While these policy measures were expected to stimulate the economy,
economic growth was disappointing.

Uganda’s reform in the 1990s illustrates that some reforms fail because of flaws in
their design. In this case the flaw was a mistake in identifying the most binding

constraints to trade. This disappointing growth impact could be attributed to the fact that
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the trade regime was not the main constraint on trade. One of the biggest trade constraints
was the high transport costs. Milner et al. (2000) estimate that the implicit taxation of
exports from Uganda reached 77% in 1994; 64% was due to overland and sea transport

and only 13% was associated with customs tariffs.

<Figure 1> Uganda - Applied MFN tariffs (simple average, 1994~2009)
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Source: UNCTAD-TRAINS database.

Time is another major constraint to Uganda’s trade. For example, Djankov et al.
(2010) calculate that if Uganda reduces its factory-to-ship time from 58 to 27 days,
exports may potentially increase by 31%. Consistent with the literature on the impact of
time delays on trade, they also find that time delays have a much bigger impact on
exports of time-sensitive goods, such as perishable agricultural products.

In addition to high transport costs and time costs, unpredictability in the delays and
inaccurate information hamper competitiveness in the global market. The role of
uncertainty did not receive much attention but Arvis et al. (2007) state that
“transportation costs only explain one part of the real impact of being landlocked. Delays
and even more importantly low degree of reliability and predictability of services create

massive disincentives to invest and higher total logistics costs”, and, as a result, “are even
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more important in constraining their trading and thereby growth prospects.”

The trade reforms of the 1990s did not result in the expected trade expansion and
economic growth because Uganda did not address the most binding constraints and
focused on a less binding problem. Being a small landlocked country, the bigger
constraints to trade were the costs of transport, time, and uncertainty and not the trade
regime. This experience highlights the importance of identifying the most binding

constraints and appropriately sequencing reforms.
Sources of the success of the recent reforms

In the 2000s, Uganda launched a broader successful package of reforms that relied on
trade as an engine for growth. These reforms diversified exports and reduced transport

costs and time to trade.
a. Export diversification

Regional integration has played a pivotal role in diversifying exports and, reducing
transport costs, including transit times. Uganda has actively participated in regional trade
agreements notably the Common Market for Eastern and Southern Africa (COMESA)
and the East Africa Community (EAC). Traditionally, the European Union was the
largest market for Uganda, but COMESA countries have overtaken the EU. In 2007,
COMESA accounted for 37.9% of total exports and the European Union for 24.3%. The
increase in exports to the EAC is reported in Figure 2. As a result of regional integration,
Uganda has been able to improve access to sub-Saharan African markets, so that trade
with these countries has substantially increased. It is noteworthy that regional integration
coincided with an increase in inward foreign direct investment, which almost tripled from
USD 295 million in 2004 to USD 799 million in 2009.
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<Figure 2> Uganda - Export to the World and to the EAC (1994~2008)
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Product diversification is as important as geographical diversification for exports.
Traditionally, coffee has been Uganda’s main export. As illustrated in Table 1, export
receipts from coffee were the largest in both 1995 and 2008. However its importance has
decreased in absolute and relative terms. Not only export receipts from coffee decreased
over this period but, testifying to the diversification process, export receipt from coffee
which in 1995 were 12 times larger than receipts from the second largest export
commodity, were only four times larger in 2008. Non-Traditional Exports (NTE), such as
flowers, fruits and vegetables, have taken over traditional exports since 2001 and the total
share of export earnings from NTEs rose from 14% in 1991 to 70% in 2007. The
considerable diversification of exports protected the economy from the adverse effects of
volatility in international prices of coffee and cotton as well as the unstable global
economic conditions and contributed to GDP growth. Figure 2 shows the positive
correlation between GDP per capita and export concentration during the period
1999~2008.
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<Table 1> Uganda - Export Diversification
(in thousands of 2008 USD)
Products 1995 Rank 2008 Rank 1995 Value 2008 Value

Coffee 1 1 $487,662 $403,138
Fish 2 2 $39,211 $107,942
Gold 3 24 $36,160 $8,439
Maize (corn) 4 29 $26,199 $6,256
Vegetables, leguminous

dried. shelled 5 18 $19,426 $13,569
Hides and skin 81 $13,384 $1,161
Tobacco unmanufactured 7 7 $12,378 $42,470
Cotton 8 154 $11,432 $268
Oil seeds and oleaginous

fruits, n.e.s. 9 15 $8,506 $15,796
Soaps 10 13 $3,970 $20,584

Source: Easterly and Reshef (2010).

Participating in the EAC was a big step forward in addressing the constraint of high
trade costs on a regional level. Although the adoption of the EAC Common External
Tariff in 2005 led to an increase in tariffs for imports to Uganda (Figure 1), exports
continued to perform well (Figure 2) mainly because of the increased volume of

intra-regional trade, the improvement of customs processes and trade logistics.
b. Transport and time costs

Being landlocked has a significant effect in raising transport costs and despite efforts
to reduce non-tariff barriers, freight costs remained high in the early 2000s. Rudaheranwa
(2004) estimates that the implicit taxation of exports arising from land transport costs
represented 25% in 2003, down from 31% in 1994, while shipping costs rose from 32%
in 1994 to 37% in 2000. A possible explanation for the improvement of land transport
costs may be the impact of increased regional trade and the improvement of the Northern

Corridor.
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<Figure 3> Uganda - Export Concentration and GDP per capita (1999~2008)
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The Northern Corridor links Burundi, the Democratic Republic of Congo, Rwanda,
and Uganda to the Kenyan port of Mombasa. It is vital for Uganda as 95% of its external
trade passes through the port of Mombasa. About 90% of this cargo travels by road along
this corridor with the remaining 10% by rail. As of 2006, various aid-funded projects,
such as the World Bank’s “East Africa Trade and Transport Facilitation Project” aimed at
tackling the delays plaguing the corridor. According to the World Bank (2011), these
complementary policies led to a reduction in transit time at borders from three days to
three hours, and in the transit time along the Mombasa-Nairobi-Kampala section of the
corridor from 15 to 5 days.

Improvements in road infrastructure contributed to the reduction in the time to trade
and in delays, which both have monetary costs for traders. The uncertainty that delays
create for trade should not be underestimated. Unpredictability discourages trade and may
lead to the loss of lucrative business. When unpredictable delays due to transit and
roadblocks occur along the way, trucks often arrive at the port after the departure of the
ship that was meant to carry the goods. It is important to note that the majority of

Uganda’s NTEs are time sensitive and perishable agricultural products making time and
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the conditions of delivery especially critical. This may explain why there was no
alternative to air transport for the flower industry. Despite recent reforms, the main
source of delays appears to be administrative procedures along with shortcomings in the
availability or quality of the road infrastructure.

The streamlining of customs procedures reduced the time needed to trade. According
to the World Bank’s Doing Business database, the average number of documents to
export and import a container declined from 11 to 7 and 18 to 9 respectively between
2006 and 2013. While 42 days were needed to export and 67 days to import in 2006, the
time to export and import both dropped to 33 days in 2013. These improvements led to a
29% increase in the Logistics Performance Indicators (LPI) sub index for customs which
reflects the efficiency of the clearance process.

Other services supporting trade were also improved resulting in an overall increase of
the LPI score of 13% (Table 2). Notably, the score for the international shipments
sub-index, which represents the ease and affordability of arranging international
shipments, also improved by 25%. Progress has been more limited in improving
infrastructure and shortening the time spent at border crossings with transport-related
infrastructure and timeliness in reaching a destination increased by only 8% and 7%

respectively.

<Table 2> Uganda - Change in Logistics Performance Indicators’ Score (2007~2010)
International Logistics Tracking o
Economy LPI Customs | Infrastructure . X Timeliness
shipments competence | & tracing
Uganda 13% 29% 8% 25% 2% 5% 7%
Sub-Saharan
) 3% -1% -3% 6% -2% 8% 6%
Africa
OECD
0% 0% 2% -5% 0% 2% 1%
Average

Source: Logistics Performance Index (http://www.worldbank.org/Ipi).

Market regulation and competition also affect trade costs. The lack of competition in
the transport sector is a source of high transport costs. It is important to differentiate

between transport costs (cost to transport service providers) and transport prices (costs to
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traders). Rallaband et al. (2008) show that transport costs are not overly high compared to
transport prices in Africa. This is mainly due to official and unofficial market regulations
and the market structure of the trucking industry. The route from Mombasa to Kampala
has the lowest price and the lowest cost per kilometer among the ten African road

corridors they analyze (Figure 4).

<Figure 4> International Transport Prices and Costs in Africa’s Road Corridors
(from gateway to destination)
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Finally the quality of infrastructure in transit countries is an important element in
reducing transport costs. Indeed, the improved trade performance of Uganda is in part
due to easier access to port facilities and better port efficiency in Kenya. The recent
Global Competitiveness Report 2010-2011 (World Economic Forum, 2010) assesses the
ease of access to port facilities for Uganda and the quality of ports for Kenya, and found
that the score has improved substantially since 2003 for both countries (Figure 5). This is
mainly due to the creation of the EAC and the improvement of trade facilities in the port
of Mombasa, which has undertaken maintenance operations, system upgrades, and

streamlining port procedures. As a result, port congestion, inefficiency and processing
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times have been significantly reduced, thereby decreasing the level of uncertainty.
According to the World Bank (2011), waiting time at the port of Mombasa has been
reduced since 2006 from 19 to 13 days.

<Figure 5> Access to and Quality of Port Infrastructure
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Note: The index for Uganda reflects the ease of access to the port while the index for Kenya
captures quality of the port infrastructure. The assessment of port facilities goes from 1= extremely
underdeveloped to 7= well-developed.

Firms recognize that reforms improved the transportation environment in Uganda.
According to the Enterprise Surveys reports, 23.7% of exporting firms in Uganda
mentioned transportation as a major constraint in 2006, down from 36.1% in 2003.

In conclusion, customs tariffs were not the major barriers to trade in Uganda. As a
result, their reduction was not enough to boost export growth in the 1990s and the
increase in tariffs under the EAC customs union after 2000 did not stop trade expansion.
The most binding constraints to trade were related to transportation, in particular, the
inadequate infrastructure, the time spent at border crossings and the uncertainty arising
from unpredictable transport time. Regional integration (EAC) helped lower transport

costs and stimulate trade relations with the member countries in its vicinity. Time costs
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were also lowered as a result of improved customs procedures and better access to ports

reduced the time and uncertainty associated with exports and imports.

2. Azerbaijan: A landlocked commodity exporter

Azerbaijan reports that trade is an integral part of its national development plan
(OECD/WTO, 2009). It envisages moving toward a diversified and globally integrated
market economy (World Bank, 2009). Ensuring sustainable economic development by
maintaining macroeconomic stability and the balanced development of the non-oil sector
is a strategic goal for Azerbaijan’s Poverty Reduction Strategy Paper (SPPRSD) for
2008~2015.

The case study on Azerbaijan illustrates how some variables such as export
concentration, Dutch disease, and governance affect trade performance as well as the

development prospects of commaodity exporters.
Export diversification: a necessity for sustainable development

Azerbaijan was one of the fastest growing countries in the world during the period
2005~2007 (Figure 6) with an average growth rate of 28.6% following massive foreign
direct investment in 2003-2004. Its strong economic performance was driven almost
entirely by its natural resources sector, with the oil and gas industry attracting the vast
majority of foreign direct investment inflows and the engine of trade expansion and
economic growth.

As a result, Azerbaijan‘s export structure is highly concentrated. In 2008, oil exports
represented about 95% of the value of the country‘s total exports (World Bank, 2009). As
illustrated in Figure 7, Azerbaijan experienced a sharp increase in export concentration
from 2007 to 2008. This concentration exposes the economy to the volatility of oil prices
and makes it vulnerable to global commodity market developments and to the Dutch
disease. Export concentration is a source of instability in export earnings and the drop in
oil prices in 2009 illustrates the inherent vulnerability: Azerbaijan saw its growth rate

decelerate sharply from 34.5% in 2006 to a single-digit growth rate of 1% in 2011.
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Achieving economic and export diversification is a priority for two additional reasons.

<Figure 6> Azerbaijan - Economic Growth (1998~2011)
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<Figure 7> Azerbaijan - Export Concentration (1996~2008)
0.330
0.310 I
0.290 /
0.270 /
0.250 /\ f

0.230 / \/

0.210

0.190

0170

0.150

1986|1957 1998|1999 | 2000 | 2001 (2002|2003 (2004 |2005 (2006 (2007 (2003
s Herfindahl |0.206(0.192(0.190(0.212|0.236|0.270|0.258|0.251|0.236(0.214|0.238|0.226[0.311

Source: Authors’ calculation based on COMTRADE database.
Note: The Herfindhal index is calculated at the HS-4-digit level.

First, the oil and gas industry does not create enough jobs. It is a capital-intensive that
employs skilled labor, mainly engineering professionals and technicians. While the sector

accounts for 60% of GDP, it employs only 1.1% of the total workforce (World Bank,
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2009). The development of the non-oil economy is thus crucial for employment
generation. Second, although the oil sector is and will remain a large source of export
receipts, it cannot provide all resources needed to pay for the imports of an eventual
upper-middle income economy. Indeed, oil reserves are expected to be depleted in about
25 to 35 years. The World Bank (2009) estimates that, in order to achieve its
development objectives, Azerbaijan needs to increase its hon-oil exports per capita by 50

times in ten years.
Ways to achieve export diversification

Diversifying exports is a priority for the Azerbaijan economy. This cannot be achieved
without boosting trade and FDI in the non-oil sector. This, in turn, requires improving the
business and investment environment across the board. Azerbaijan ranked 67th in Doing
Business 2013. This is an improvement in the overall business environment compared to
a ranking of 97th in Doing Business 2008. However, much progress needs to be made
and five main challenges need to be tackled to promote investment in the non-oil sector.

First, dealing with construction permits is identified as the greatest problem for doing
business in Azerbaijan (Table 3). According to the recent data, it requires 28 procedures,
takes 212 days and costs 292.4% of income per capita. Indeed, the complexity of

obtaining permits gives pause to foreign investors and hampers economic growth of the

country.
<Table 3> Azerbaijan - Main Constraints to Business Activities
Most problematic factors for Doing Business
Global Competitiveness Report 2012~2013 (% of responses)
Corruption 234
Access to financing 14.2
Ranking in the 2013 Doing Business Report (out of 185)
Dealing with construction permits 177
Getting electricity 175
Trading Across Borders (cost, time, procedures) 169

Sources: World Bank Doing Business 2013, World Economic Forum (2012).
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Second, electricity appears to be a significant barrier to trade. Azerbaijan ranked 175
out of 185 in the Doing Business’ getting electricity indicator. Obtaining an electricity
connection is primordial to enable a business to conduct its most basic operations. More
efforts are needed to ensure safety in the connection process while keeping connection
costs reasonable for private sector development and trade performance.

Third, given that Azerbaijan’s development depends on trade, export diversification
and FDI, the effort to improve the business environment needs to be accompanied by a
broad reduction in trade barriers affecting non-oil exports. However, the country has
accorded only a low priority to trade issues. This is reflected in its low ranking (169th
place) in the 2013 Doing Business’ trading across borders indicator. The major
impediments are found in high transaction costs resulting from informal barriers and
administrative procedures for business operations with respect to licenses, customs
clearances, and tax inspections that turn away potential investors. These high transaction
costs limit the entry of new firms and have a negative impact on the competitiveness,
resulting in higher market concentration in various subsectors of the economy.

Fourth, the absence of competition and the presence of corruption are major obstacles
to investors and cross-border trade. While the government can play a prominent role in
diversification, it should also encourage competition and progress in areas of governance.
According to the World Economic Forum (2012), corruption is the most problematic
factor for doing business in Azerbaijan. It ranked 87 out of 144 countries in the area of
property rights, an important sector for export performance and diversification.

Lastly, improving the financial sector is critical for enhancing the competitiveness of
Azerbaijan. The World Economic Forum (2012) indicated that access to finance was the
second most problematic factor for doing business after corruption. It is a particularly
severe obstacle for small and medium-size enterprises (SMES) reducing opportunities for
them to grow and diversify in other economic activities.

Macroeconomic policies should be compatible with the development of the non-oil
sector and preserve its competitiveness. There is a substantial risk of Dutch disease,

detrimental to competitiveness of the non-oil tradable sector. Past experience shows that
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an overvalued exchange rate is a key factor in the failure and reversal of reform aiming at
opening up an economy to global trade. Moreover, oil price instability could lead to
unpredictable public spending that would also raise the real exchange rate and price
volatility. Finally, as illustrated in Figure 8, Azerbaijan’s real effective exchange rate
appreciated by 74% during the period 2004-09, in part as a result of the increasing
non-oil fiscal deficit, inflationary pressures driven by the country’s rapid economic

growth, inflows of capital, and rising export receipts.

<Figure 8> Azerbaijan - Inflation and Real Effective Exchange Rate (1998~2009)
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Experience shows that identifying potential non-oil export sectors is difficult.
According to Brenton and von Uexhull (2009), aid to export promotion is more
successful at helping existing exports than at creating new ones. Azerbaijan‘s agricultural
and agri-business sectors may hold significant potential, given its existing knowledge and
export base, and its climatic and geographic advantages (World Bank, 2009). These
sectors have received the largest amount of aid-for-trade flows since 2005.

Export diversification brings a lot of benefits but depends on fundamental matters,
such as comparative advantage and policies. Therefore it is more useful to improve the
business environment across the board rather than provide advantages to a limited

number of industries. In this context, Pomfret (2010) highlights the importance of
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improving soft and hard infrastructure and the need to retain flexibility to ameliorate any
mode of transport to any market. Promoting an efficient regional network and
implementing regional integration agreements are essential to reach its full trade
potential.

Transport infrastructure problems do not appear to be a significant constraint to trade.
In the 2009 Enterprise Surveys, no exporter mentions transportation as a constraint. This
may reflect the fact that virtually all exports transit through pipelines and that investments
in roads and railways have been made in order to reduce the cost of transportation along
the country’s main corridors (North-South: Russia-lran and East-West: Baku-Georgia).
These corridors are important to achieve another element of Azerbaijan‘s diversification
strategy: promote regional trade and diversify the country‘s exports market, which are
currently limited to the European Union, Russia, and Turkey.

This case study shows that Azerbaijan is endowed with natural resources but that
expanding its non-oil exports remains a challenge. Economic diversification and
increased competitiveness could help achieve its objective to become an upper-middle
income economy in ten years but the needs are numerous and cannot be tackled all at
once. It is therefore necessary to prioritize and sequence correctly the reforms. The
combination of trade reforms and macroeconomic stability will allow the country to
attain better trade performance. Complementary policies in areas of governance, access to

finance, and regional network are also important to increase its full potential.
lll. Is Aid for Trade tailored to the specific constraints of the countries?

The case stories highlight that constraints to trade performance differ across countries.
Does Aid for Trade reflect the differences in needs? In order to answer this question and
taking into account the fact that that some projects such as road infrastructure are by
nature more expensive than others such as technical assistance to the financial sector, this
section will compare the relative share of aid-for-trade disbursements and commitments

over the period 2007-2011. Disbursements are calculated in real terms (current U.S.
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dollars) on a five-year period to look at past activities. In addition, as priorities and needs
may have evolved, it is also interesting to assess prospective disbursements i.e.
commitments.

Data are from the CRS database. This OECD database covers around 90% of all ODA
and was recognized as the best available data source for tracking global aid-for-trade
flows. It is a database that is widely used notably by the OECD and the WTO for the
monitoring of Aid for Trade (OECD/WTOQ, 2009 and 2011).

It is important to stress that the analysis is to compare the aid for trade flows to the
needs and not to the national priorities that donors are committed to support in the Paris
Declaration on Aid Effectiveness (2005). As illustrated with the reforms undertaken in

1990s in Uganda, national priorities can differ from the most pressing trade-related needs.

<Table 4> Uganda - Aid-for-Trade Flows
(current USD)
Disbursements Commitments
2007~11 2011
Transport and Storage 33.2% 17.3%
Communications 0.1% 0.1%
Energy 23.3% 41.7%
Banking and Finance 6.2% 8.2%
Business and Other Services 2.6% 3.7%
Agriculture, Forestry, Fishing 26.4% 25.3%
Industry 4.4% 2.1%
Mineral Resources & Mining 2.0% 0.7%
Tourism 0.1% 0%
Trade Policies and Regulations 1.8% 0.9%

Source: Authors’ calculation based on CRS data extracted on 18 April, 2013.

Table 4 shows that on average aid-for-trade flows to Uganda’s transport and storage
account for 33.2% of the 2007~2011 disbursements and 17.3% of 2011 commitments.
Consistent with the finding of the case study on Uganda that transport infrastructure is an
important determinant of trade performance, the share of Aid for Trade disbursements

supporting hard transport and storage infrastructure is significantly larger than other
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sectors. Looking at commitments in 2011, the picture is less clear. While the share of Aid
for Trade devoted to the energy and agriculture accounts for 41.7% and 25.3%
respectively, only 17.3% has been allocated to transport and storage.

Turning to Azerbaijan, Table 5 shows that on average aid-for-trade flows to energy
account for 37.9% of the 2007~2011 disbursements and 34.1% of 2011 commitments. It
is important to note that support to electricity infrastructure may depend on management
and regulation and tackling the regulatory framework might be a prerequisite to support
hard infrastructure. Thus caution is needed. In this context, more support to regulation
policies and training is needed in the energy sector.

As noted in the previous section, transportation does not appear to be a severe
constraint for Azerbaijan and donors seem to be aware of this since the transport and

storage sector has received the least support in terms of 2011 commitments.

<Table 5> Azerbaijan - Aid-for-Trade Flows
(current USD)
Disbursements Commitments
2007~11 2011
Transport and Storage 9.3% 0%
Communications 2.3% 0.1%
Energy 37.9% 34.1%
Banking and Finance 19.0% 10.1%
Business and Other Services 7.0% 3.0%
Agriculture, Forestry, Fishing 14.7% 50.4%
Industry 5.8% 0.1%
Mineral Resources & Mining 0.1% -
Tourism 0.2% 0.2%
Trade Policies and Regulations 3.6% 1.9%

Source: Authors’ calculation based on CRS data extracted on 18 April, 2013.

Export diversification is a necessity for sustainable development. Given Azerbaijan’s
potential in the agriculture sector, it is noteworthy that aid-for-trade support to the
agriculture, forestry and fishing industry has increased dramatically in relative terms.
While support to those sectors accounted for only 14.7% of aid-for-trade flows disbursed

during the period 2007~2011, 50.4% of total commitments went to the same sector in
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2011.

Support to private sector development is crucial to help notably production and export
diversification. The share of business and other services is 7% and appears well targeted.
However this activity is likely to receive less support, given that 2011 commitments fell
to 3%.

V. Conclusion

This report provides qualitative analysis about the most binding constraints to trade
performance in Uganda and Azerbaijan.

Customs tariffs were not the major barriers to trade in Uganda and their reduction was
not enough to boost export growth in the 1990s. Moreover, the increase in tariffs under
the EAC customs union did not stop the trade expansion. The most binding constraints to
trade were mainly related to transportation.

It is important for Uganda to maintain the momentum, continue to sustain both
product and market diversification and to improve its trading environment. According to
the OECD’s Creditor Reporting System (CRS) aid activity database, donors are
responding to the needs of Uganda. Total aid-for-trade disbursements have considerably
increased over the period 2007-2011, with 56.6% of total aid-for-trade flows going to
infrastructure. While commitments in 2011 largely focus on energy, the road transport
received USD 79.2 million, some 17.9% of total donor commitments, demonstrating
continuous support to the country’s transport constraints.

Azerbaijan is a commodity exporter of oil and the balanced development of the
non-oil sector is a priority to ensure sustainable economic growth. This cannot be
achieved without an enabling business and investment environment across the board.
Electricity is identified as a major problem for doing business and donors have committed
USD 62.2 million to support this sector. In addition, donors’ efforts to contribute to
export diversification are well reflected in their recent commitments, where 50.4% of

total flows is geared towards agriculture, forestry and fishing.
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Identifying the most binding constraints to countries’ trade performance is important
to prioritize and sequence reforms; and for donors to align with country specific needs.
Some prospective disbursements are consistent with the results of the case studies but

more progress should be made to recognize the specific trade-related needs of countries,

adequately sequence the reforms and for donor coordination.
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Abgigol 2e AT P A5} iy Eolc,

o] 2 QI3 T EO] AFT Brhe LA 20| A H el Aufo] WFFAL A
Sl A el STt P RS SHE B Uk AT Yok Bk
F AR e B A el WS shs Haket w2

] c}(Cadot etal.2013).
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1. Gotoll tist =2

1990t - E Foj= 9l 7|2 T2 7etE ol Ayt T4 2 A= v
AAddt ofazt WFARSY I Hoz ‘AvE ¢t Adyfete](Management for
Development Result)’ 7} ZZ3te|H A SO 2 S
de A3 G A Ao, BBk Al
o tjgt =27} 1 o] w Et}= =rH(Cadot etal.2011;Vijil,2012).

AT JEoF GA] ol @)= ol ol A, H7H E3] AFA RS 0|88 AT A3} 7] digh
487} =THOECD/WTO, 2011). Z1e{u} dAY7HA] AfTOl Tt 7= o] 2igt =29
HE5131 QA otk H-S =31 Qth(Turner, L.etal.,2008; Cadot etal.2011; OECD,
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2011; OECD/WTO, 2011). AfTS] =7} o= B 2719} AAA |7 Q= Ao &2
SAE L QLo Hes] o LA ATt %*UPE&%Q e =
F77h & o dasiot AT 7P 2 71 5 sl “Adubal 4718
E|2)” A & o WEdt 2AL J8E Havt ok AfT= JEstA ¥la23-S target
group &2 x| skA]| ofote Fo& Faf| AFEE FrAU 42 E F8l viaselA
T A5 Y 7|37 oA, ATH R WS AT & vk =Y E
Atk e} o] =gof| the M- Al A2 o] Fo| A7 ¢kar glom 11 FA JA| &
slths o] Muk&Ql 2ot} (Turner, L.etal.,2008; Cadot etal.2011; OECD/WTO,
2011). OCED/WTOZ} Alefgt <dtof| b2 AfT= thefst ol A W2 422] H717h
X138 Eo] AN i FE G Fehe 2 Hoks A olu A, A wet s 50
olof] o]&s}al 9l A 7Fol & A LS & e THOECD/WTO, 2011).

2. AT g7t Sdghat Ar

Fole 93 RS o) g BB B7he A1) ik ol ARTE] A2 3
A Aol AF7IAE 1 AnkE 2 Yok Bat YR g AT 4 e HEs g
Zk7] QI3 = o| A5y o]t OECD/WTO, 2011; Basnettetal.,2012; TunerandRovamaa,2012).
A7) AT WUE D3} 71 theal 28 A S20l4 A9=]7 Slrk (OECDWTO, 2011,
Basnettetal.2012).

EERIEEETE R Y
i) =27} 4220] %7}
i) Al 2o mU e 2 5o

o

7}

ZRAE L TR0Y 539 Prh FR FOFL FHOR o
R Fof=e I ARl wEt et el B AdskaL itk dEo] A
(Project), =115, Ao o]27] 7HA] thefRt =l H7HE shal ek vbd -3
A3 28 93] (European Commission)+= =7} == Z| ¥ (region) o)A Q] H7I=
A Z3}(regional integration)o]] 2342 Tl A]d)3}= Ho|tH(OECD, 2011; 2009).
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S150] 749 AFTO] Auba ) W} 27ho] A4 WA, 5ol o] s} 5o 272 5
AL o)k AAH Q) AT s el 9t B7hs @) OCED®] CRS codesh A2

S8 =A% A4 dlolE o <fsff A=A it

i

O

7y 20| A Q] IS = o AA| 8] Al R o8 2o}

7 ZEdE 9 Z2a 279 Bt
ERAE H9o] A9 B R Fol7|HBATE FHOE o] Fojx 1 gt
AT Z2AE 7hs B9l o2 zeaee] grieh iz Ass 497t

ol ok ERE T1g 7] wigoll AfTof tigh B7ietr] Hohe duhz Q] 22 E 3719
Ql2Jo] Z3ieh. ol AT ApH| 7} Bokz A )5l 2] dul §%] ok Awt o] ek,
20089 OECD/DAC o] 3/ ol 7] 3 A 5o 86%7} 7] BAFA Ol By} 7fo]=
2klof whet AJRYshal Qlukal SEeke], titE o] Fof o] AfTol| digh E=of AfT
Z203 9 Z2AE g7} rtol=eiqle nhskal A ¢ee & 4 ATH(OECD,
2011).

Ar g 7he] of| 2 by, FHE T of A A H] A Fo 5 E
o] At¥l= eF=ro] OECD/DACS] AT Ate]l &5 I8l Batgt 2
o] 2005~2006 ] K sFAE ALY 0] A W bR 1A vpero & a1 9l k(Kim and
Shin, 2011; gt=1=1A)| & H 1, 2008)

W 7}1o] iAol H 7hH T]of AFE- 1
™ 77 Fofel it *5"4—?5%
Atfe] 3= fHE T ore)
getet QlAAtd A dxéﬂ?‘i
sfjoF & o) IhA| o] myhH el

?l_
AR A 9 Aol o B ete] e
ua

-101

2t ) = al
BEZo| A2 ¢4 Hro] 2HS Bol ARHY o], B 2AE T
A% WARE BEE 52 ugom

S0 A9 AxIEo] WAL FoL hEE Z2AE Telo)A] o] Rojx| 1 gk,
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o] Sof Mg Au Ex 271 Fe Aite] A
L ol oby AiekA R dubxel Bt Feet
2012). . Tlo} AFE- Au| 2 Fols ujok ALY BrHe Bk Y
R, ARIe] B Z70] FYA EE ALE] Wk HA =
Qe 01-‘:— A1 0) B3 A7 RO E NE HA Rk SEATES 918
oA Yokl B, 2HARS 2
o] Zlt}.

oj¢} thxA o= HM oMY F7E E= TA 7S AMESH] AT 259
= 545 e A=E sk e vUEkeE dd =,
AT &35 53 H7H(Evaluation of Aid for Trade)E 1 9|2 &

u)=+9] = A|8)7|9] USAIDE 20104 1]=-2] 7 ==tof X
Aok Aol gt B7F HiAE TSR (USAID, 2010). 571 A= A}
(Result Framework)'& S22 U= et of A3} A9l 2 DA &f A5 Afo] ¢
w2 E F8 7P A AIATSHAL Al

frl
I‘IJR

<3 6> USAIDO| 5o 2kt X|Q Tyjo| ADIE

RESULTS FRAMEWORK - SUMMARY VERSION

RF 0.0
Rapid, Sustained,
Broad-Based Economic
Growth In TCB
Target Countries

I

RF 1.1 Critical Assumption

Trade Performance/ Performance of the

Foreign Investment Domestic Economy
Improved in Improved in TCB
TCB Target Countries Target Countries

Critical Assumption
. RF 21 RF 2.3 Critical Assumption
Trade Policies and ) RF 2.2 o " it
. . Firm/Industry/Sector More Efficient/Cost- Domestic Economic
Conditions in Trade-Related R . .
Other Countries/ Export/import & Public Sector Effective Movement & Business Policy
Investment Attraction A of Traded Goods Climate Stable
World Markets " Practices Improved
Practices Improved Across Borders or Improved
Stable or Improved

£%|: (USAID, 2010)
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o] H7bol A, Fof olaprate] FAQl AuE ol ofupgst B AT A%
ShaL 2|4 7Hs ek B S) AR A 02 A olsha Qe o] 2 9157 $18 7k b
5 AR ol A Qo Bt B 217 WAl dig ATES Susta 44
stol AR AF AES Brhsk Q). o] d e] L2 £ o] F HpPOR
s A here] 9 7Hs USAIDS] Aol 4 2| =o] o] 27] 7h4) AHEEl vl
WHoE 2AHY 4 gl RS TASE AYTL o)) BAH AAe) F1k AL

AARF .= BTk ZAE Al F ettt o] B7h= £ FF o 2715 A
Utk o1& $f3iA 200213 FE 2006 A3 m]=of 25671
B BHS A5t 188745 0] dlolH W Aupe] GG
49l AA) A% A, THE FolHgol 7 ee] Fejel
dE o)e AR sk 1 23 ‘F gt ol Al
= 5] 73] 42gre] 7o 4BEATL LSS o
Qo] 39 AFTol chal Yol 4] Abe] Th9lol] ol 271744 chest $5el Bt
A A]3}aL QITHOECD, 2011; 2009). AfT &5 %3 % 7} (Evaluation of Aid for Trade)+—
o] % A 20| Brlolrt, o] Byl Uko] AfT Tl Hoko] 2t AE A Hek
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OSE, 0-9|~
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“Development Initiative for Trade”2} “Development Initiative for Trade 20097 tjj gt
=g B7F2A 20114 ol 4 20121 Zof ZH o] FojFrk (MoFA Japan, 2012) B 7}
= T Ao A HA(Relevance), A}2] a4 (Effectiveness), A2 ElFA
(Appropriateness)o]l 2 H& W11 Q)00 B3] W E T} 2t ol 49 AtE AL 2
Arot A AT Qlek. o] ot o 4] W} chafe] wli= A o] 2 upeko 2 3 Y5
=g F2E W) F TAR AGkon ofo] tiat HrHE 915 £& 24} JICA, 9
o] TH BASRe) S 7], W E T} ehe 0] B 2ARE Ak,

v QB Al BLE AT 259 283} A0S Holeta 1 Aol =28 Y
3lo] o] & vtgro 2 Brhe Westa ek Wol o] Aldsk by 2 Aol Yoot
3 2~ 9lt},

=2 T M

Lt =7t &2 d7tet MA &2 2L EHZ R E7t
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29l H7he BA o s gk ofelat Brhs SUa Folvlwo] 242 AW 4
= Q3 9 /3] FEOE AW S ek, o2 H7ke] 3 o= “Evaluating Aid

for Trade Effectiveness on the Ground”S = 4= QIt}. o] H7l= AfTS eSS =27}
S| A HEsH] Yst Ao 2 ICTSD(International Centre for Trade and Sustainable
Development)oj| 4] A| 8§35} T ICTSD= 7 - =t9] Zx14 Q] =21} AfTO] AFS 28
o2 dojit AHS AlAstal WTOLE OECD FIk=sfof o] FofA|al = HYE P&
Heksl o le oS AstaAr A o] FrHE AdYskdnt. o] B7HE flsl ICTSD=
A R AL AEES o] &3 HES NS T U, E o), ke, HYAM L, HF
5 =7t Al A o= Al | it (Adhikari, 2011).

M| A 2 UE A H7l= WTO2} OECDE $4 2 & CRS(Creditor Reporting
System) code & ©]-§-5F0] o] Fo{X|aL Ut o] Y B F A|AES] 22 == Yol A
o}

o] ¢l 9JA] 119} FHA o] 3t o7t U BN Aol 23HE] 1, o] 2
3l 25| s E = = 5, AAA Rl ol A= T SR ) HetkEof
of gk RES 21| JrH(OECD AfT website). CRS code= Y% ¥ 558 FH=o]
HolF vl-e AT Q] Al LFolnt. Ty AfTS] 9 Ig, oA 9 $4le] Be
Y2 AT FAZE G w02 29hH7| wiEel AfTE S22 F4] il glow
M aFou F4l Soll AldHE Y A AT dR2 Frie e 59 2A8S oL
SATHOECD, 2011). MJA| s=<=2] H U e Bl g7} A= 2007 o] % v} 2idvct CRS
code % Zt=ofl Al =3 AR, HES S8 AR 2AE EYE T AT BuA 2 U3k

531 .

3. AT Hot Al Alel EXF

AFTE 7lshs WS oh2 AR e Sope] B7 Wby ah 27 thx) gk, ejy
AFTO] Hof B0 QIgt ofe] 7h4] of e 8-S 231 Qlrk. B vlet H7}e} AfTo
gt A5-L H7to] QojAl Wol walels BAEE R Aele) mi, A Fve)
o2&, 1231 ZNbE Q) AT 25 At phelS 98 2| 2o) 24 S 5 9k o]t

1) ZilolHe Z2AHE 29 Jﬂ7}°ﬂ & o e w7 As) Aol ek R =oolA oAl 9IA
AE Ao P AA|FE W8-S Cattaneo(2012)2F OECD(2010)0] 4 Tt

88



e
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o142 W7t AR o] 2ol XA ool Wad A E FHs] A Eala gk
3}al ¢lth(Delpeuch etal.,2011;Cadotelal.,2011;0ECD/WTO0,2011).

OECD/WTOS] 2011 AfT Y EH W H7} B A= AT A S 71
A ARETE A B Be A 2ARR 42 AR AEE Big o R 3
F2o| 9)&s}a Itk B I1sTHOECD/WTO, 2011; Cadot elal.,2013).0| 23t <74 9]
52 of 2] dlof ol WAL Utk A1 AfTeF oS St &4 gdFFo=
QI3 F7tof tisl =&t Bk BAH o7k Atk S 7 AR A7 S AL 2.9

ff Wk-S-5h= =7t =3l ow, AfTol =1E of 2| =45 (community)o] & 4|3t 3 7}
=2 7|7 = b Avrd o2 e HS T o] fE H2 4 Ut (Cadot etal.2011).

& T}2 o] 3.2 AT A4|2] 44S 5 4= gleh AT 250] 9] o 9ha ook
EF WL ok ol thepe 43l Y
Fob 7o BbsaA T 5 ovl o2 g Flol ol 4e & vt
(Delpeuch etal 2011). E3F A&-23} A3} Apo]of] R431A] ghe thE W47t 28T 5
9l EXS 7x] I 9lo], Q

(OECD, 2009).
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1% 7 A1o] Sek Siake 20006 L £ 4 o1EI0 £5E o183 4 2
ERAE gyt 23 o] A o|Estolof 5] W] ZRAEY BE

=5 J= 7 2
(Goppers and Lindahl, 2009). £349] 7§ ¢ Ei= A o)Q] thofgd o 2 QI3 AfT= 5 ==
o] PA Y thedt F= B2 g MUE-S A3Ysl7] = o] HTH(OECD, 2009; 2011). »guoq
Atole] o7 Aho] A EAS of7|AZ 4 Utk o E Hol EUSH e e 7
o Az ol i (trade policy and regulation)x} -4 7i4dk(trade development) 0;‘9]
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(IMP & World Bank, 2007).

o] o] MO AT IS AN D w e YEbdth. Zh=oll A AlE3t 16271 2 g7}
HIME EAT 23 AT F7h= 7o B a2’ 5 AT e A& 283t
) 89 AEES A AL 1% QA ohRT QA P Ao by
23| At 52| 8o]5 AFE3FL )% tH(Delpeuch etal.2011).0] 23t 25 AJ-L

A= 0] A5 Ak Ao]o] =28 WA S Welehs R 285 g
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O ARTo] &53h k2] ALge AEAQ) A Bk Aol uket Bojateh. o] 2
Sof UoAuE & B57F 45 F7F AYL FS 7] LSl Aol ofsf Aupi
SolgErte S Ao R AW 5 ek BAL o d 242t )4 FEe
AYEE 27ke] ool A4 20 Auet o @A ATAL F217} sH= Rolch
ERAE GET A} Aolo] AUVAS 7Pg H35| FHT 4 Uk PHOR GF
H7e S ek B ARIe] A9, 9T B71S B Ao 9F L nefsha) erokd
BARg Sof tjs) T Fbk ol el A 1 QIrk. Tk A E A Ei AfTSL 2ol
wajo] YT F2G S0l DE B9 G Brhole 42T 5 gl A7t et
of ] 81153 7k RIS Abolol A 2l AFTS] G5 Br7 7R @tel gk B2l
o7tk 53] 9F Fr7k 1 EA o] A 9E W95 Aol AHE 5 dAw
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(R 2) ZQ o7z X|1E

=] 2008 2009 2010 2011 2012e
A A A x| 1,247 986 1,574 -1,424 N.A.
A M 22X /GDP 6.2 3.2 4.2 -2.9 N.A.
o = o N 2,940 2,588 3,477 208 N.A.
> S 5,905 5,903 7,335 7,699 N.A.
> 2 2,965 3,315 3,857 7,491 N.A.
° B H £ o 3,718 5,252 5,717 6,353 6,239
= 9 xf o 8,103 9,970 11,240 11,841 15,258
ZQ i EMH/GDP 25.8 28.3 24.8 22.8 22.8
D S R 41 8.3 8.4 3.8 5.1
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g A 639 966 1,692

ol

PERCEERE

O v|ekutete] WMATR X 3K F75ka 9l FA216] 20101 6.4 T
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ol S
T
H X 7963 fat GDP 2,1459 =ty (2012E %)
ol 7 1of 8&oH o (20123%) 10l & GDP 1,192 23 (20124%)
A XA A ot 5| x| E 3t o 9 Pakistani Rupee(PR)
o o & =4 HaYsd 3 2(H2%) 93.40
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olgh HHOR F=, FH LR ofetu|of o} AL 35

Q T Aee 23 AAYA o] F ARGFR AF )7t FRo R sk ol
N oS RET} F2 BESE FUL(F F 1) 2uh)5} Aui] Aeko] Agst]

5 0l BRHE 127] Ebr) A
oA R FES AT 9] A S s A ohy) ARke Ao

0

o

_

e
FE

Q 7| Ashe A, A, A7t T2, 34 5 oy A Ao FReka Anj A
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1. =LHEH|

0 Zm]ao] o3t FAIAE] A Lo 20124 AA A GEO] 4.2% 7]

130

O 2010/11dof= # o] T2 GDP & 0.5%] s dsh= F 1009} &2] 2] &4 vy

Shw A A Eo] 0% 72

o] % &= Tall AL gt I AALE Q] Z1F A (M A3 99 2], ADB 209
e, u]= 19 5,000 2, 57 Ag 19 2,9007F &, = 2200 2 5) o=
2011/12 34 @ X ol = GDP7} 4.2% A A3lo] 20% 6,5409) F1(2,1459] )
71&

* 1215} GDP : 1,003 ©2]('10) — 1,184< 2 ('11) — 1,192 &) ('12)
GDP 1 11,7429 &2 ('10) — 2,0929] ©&](11) — 2,145%] & ('12)

fr
ok

ﬂl?i' )

2012/13 3|4 dmoli= sje| T} hart 2|4
S 7F= GDP2] 80% o]/= AHA| 5= Rl 7kaH| =
o] 3.5%= 3}ekak Ak

Ve A& AYE
2}

=
Fagh 2102 Hol FA14d

E]\I

- DARALEZ}LO] GDP H]Zo0] 20074 20.5%0] 4] 20124 10.9%7}7] 743t
ol= A A HA R M= FA7E At A 2ok IMFE] 2| F4]
(11.9), Zehe 2] 502 Qlgh £A18h ofs), 1e](20131 29 W 9.5%) A%

of mHE A9l of2] 15 Sof 7|93 Ao R B

Z7}8(%): -5.6 ('11) — -10.2 ('12) — -2.0 ('13)
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olF T3] AT TR U T = 2008W =7HSSEC] 19.3%7HA] s

201011 SAY Eol 53] Fula|z 4=E /o] F5%
BT SE 71S5190 8, 201112 SIA ol AR

i

| whet 11.9%¢]
7Hzjo] tha: o1

i

N2E 7h20] QYR T QAT aheRE AP AR, w28k 2u)st by Ak o
B7H4% Qrgo] ek 9lo] 2012/13 8] Aol 8.6%2] 42 41| A=
B8 7| AT

Q A7k Fef o2 27 2|17 20121 GDP Hj®] 6.6% 7] =

O Hp7| g2 Fofet A7 |RE v a8 2 Q] Al e = Alspr AR Aako] A =

Qloto] BA| L P ) A Bekel w2 ] X Z(H40] 25%), th it
ol o)A o] w2 1e) AFBK(35.4%), A7 4] BET(19.6%) 5o AE 2 el

A HAE 5

2008'd 129 IMF th7]/d 2pk =] 270 &2 154 A S A4t A 2008/09d
WA AA7E5.3% 2 G4k v A7A Raa AR, S Yo 5 5=
A A Fo] thA] S EH A 2009/10 31 Ad = A7 2 AF7t GDPO] 6.3%E 71 =
5F9om, 2010/11 3| A A ol &= GDP2] 6.6% = Z}tj|

2011/1241 A5EHE 91ah Ao A) Eelo] @175 Sh, Fag PR
21 ] 5te] kA U7)2H(CSF)o] Aol utet A Y 247t IMFE] 237 (4%)
2 27 goldol AT $UL 6.6% 715
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* A=A L7 =(CSF): nl=ro] gHi2feke] Aol et =l Algste A

7=
(B 1) 9 ZUEH x|=
(TH]: %)
= 2008 2009 2010 2011 2012e
a4 H o4 FH B 1.6 3.6 3.5 3.0 4.2
™LX /GDP -7.6 -5.3 -6.3 -6.6 -6.6
AHXEIH}ASE 19.3 9.6 12.9 11.9 9.7

XI=: IMF, EIU,

2 AW 7Z U HHY

EA
(=]

-l

7L #=

it}
i

10

o
o

0 & HArF2ol d5E T2, 53] A A sljoll FeF

O ‘5ol GDPoA A3l 3l HFo] A} HAshal 3o Yol GDP2 of
20%E AHAIBFAL 5 Q1] 40%7) & oll FAFohE 5 oA 8] uhr| AEe] 71
S8k

* TR A AIAI =) - HEHAR), F7EH), H6H), AFR(69), &
(1241)

O Th7|2Ehe] A 212 GDPE) 26% AHA 5T OB, 1 Foll A AT FRa
BT FRG WSS v O R F G0l O] 60%0l S A sHA
w7 28 Ao A E BFE )2 2

- wsH W AEo) nlo| B AR QIE W BE R} Bl v)$ ot 22
2, AR gAbere] WA o] TS Alet #9). 20109 8% WG TR F4E

132



P ol <t ek A Q) MR 5 MR FE ] 20%7} H4H A

ABRS 3t Q1L n|=tof o] 2 AA| 499 HEAYARToI LY AHF A
St 2992 ARE Qo o&stal Qlor, Al Weky
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2R i 9S
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Q Fore A7 uko] TEgt 23 o] el

O W7|Aee] Uut whuf Al XﬂE(General Sales Tax)= H7}712] 4|9} S-A}8F A=
OoJA| T, F77HA| & Aluttt Ala3 A4dhe Zo] ofy et 2F Aol thal
AR Alag Faketths 54 7HAA glom, AP = ookt F5of i)
A Sl el A5t A w7 A8 3] Zke] AA| A= AAE 7HA

A 7] 25k A iﬂ A2 (GDP) % 10%uto] Al Habthaoln], 25412
A =719 1969 HEsHs 5 4|47 vko] i Fop

- M, ARLE, SJORE 5 120047 Rofo] s WA EL AlEo] HgEIon,
Al 3t AR efo} 16-25% chepatA

olof FH-= 15% TAAlE A&, LAl FII7ER|A|eF o] mi A= ThA o A
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e F75k3 9)
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et ek ofst, e, Qlxetulu], 3A AT )E, A JRAY 5
o EAGH) A o] v]$- 423 20081 oF 549 Fel9] 9Tl FAE {H T
0]% 2011 199 &, 2012 7¢ &= A T4

7| A~8F $9F-2-3)(the State Bank of Pakistan)2- 2012 of| 9t 7| &F8| & & 250
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3. CHel74=H

QB4

0 2@ ZZfjabzol u|Za EUS] 48 Zhas 2011/12%

5.7% 7+A3t 241

%ﬂaﬂu

olof 4

O Hiel87t 2)RE7] ofHE A

S

2 37

=
2eIE 7| S5A GDP tiju] BA4A AR LT%E 4%

L A

A AR} Z7F2 2011/12d 7

Ara=2] A 27} GDPE] 1.7% 7| &

25 7|5 Hiof

Fato] 2011/121d of| =
FTA AA7F A ] 24.6% S7Fsto] 156

= Ad

- - =

787442 A 2= GDP thu] 2.0% % T %

A 010
T HT

2.8% =7}3F 3979
el 37}

Rkl

og AHup

- B3] vl ofxrhAgto 21 E 2 ¢¢~mm5

4 FEol ddriv

201049 &4 3 0|F THA]
EEERIET

227) HA} 2 AaA) A2 A oY) 68.2% 271t 37

Slo]| Al IMF 2}3-2| Qo] 27 o) whe} 2012/13d

2718 A

I ER DS O

sto] AB|Apx] A G| oid A2 2 Hof GDP tiu] <] A7}
A&H oz e AoE 92g.
(#2) 2 tiel7 x|#
(Eh9l: gt =2 %)
T =2 2008 2009 2010 2011 2012e
4 o = N -15,655 -3,993 -1,354 —2,234 -3,700
A4 +X/GDP -10.8 -2.6 -0.8 -1.1 -1.7
A = = X| -17,022 -10,270 -11,448 -12,639 -15,600
e & 21,214 18,347 21,469 26,295 24,100
& A 38,216 28,617 32,917 38,934 39,700
? @ H K A 7,011 9,938 13,115 13,474 9,20
XI&: IMF, EIU
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Ao elghEfolo] 2011 8T 1659 S/ S7tskdle. Ly o) %
ojo] 22 Agro 2 9)8kR G317} thA] 312}sly] Al2kshe] 20121 129 W 1209

e, AT Yo 2702 4,

0 $EYA, ARAANEA 4 5o WA JahRE Ale 7 45 of wet
2915} oA X4 E T 98 2011 49 192 T Bhgo] 84.66 29 71%) et
ShO o] A 4H 07 A5317] A4 20131 199 97.56 3] 7K A
S 5 QJaHEo] T e A5 E X4E Y

Q AR el o 5 R ta 24

O Z A7} 2011 6139 9,600%F E&of 4] 20124 602 9,0009F &&= 7hrAstal

2013 of| = 58891 2,4007 E&| &2 & gad Aoz A,
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I

e e 2 DSR(E& Hivl A d2la A2 BlF)2 15.6%= 2
o

"ol Ak, 2)7f2] GDP tjju] 75t A4 02 e} g v A gL
QLo IMFo| digt o)) A8hg 2|<:ato] 20134 319] 2], 2014 209] e

o QA= et ol <.

* 20 7/%%=2 : 198.9%('10) — 190.8%('11) — 198.6%('12)
22227121 25.3% (110) — 12.0(11) — -5.7('12)
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(E 4) =03 XE

T 2 2008 2009 2010 2011 2012e
= 9 M X A 49,337 53,280 57,181 61,396 60,290
EAMXHY/GDP 33.9 34.2 32.8 29.4 28.1
D S R 13.0 16.8 19.6 12. 15.6
Xt&: OECD, EU

Q A, 2 ekofsl 5o wreh b= rhe] tlE el et A At A sfet

O 8U 7t B35t FEAFERE (Prevez Musharraf) tf5-3 2] AFJ0]$- 20081 9 A A&
w7| g 5 AANA 27| A HINIE(PPP) 3-5-274Q1 ofA|Z &re] A=r}e
(Asif Ali Zardari)7} th &5 0 2 Al
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