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Background

• Proliferation of preferential trading arrangements in the 
ESCAP region (APTIAD currently lists 110).

• PTAs represent a 'second-best' approach to trade 
liberalisation and as such have the potential to divert trade 
and investment and inflict economic costs on member and 
non-member countries alike.

• Need to provide a common framework of analysis for 
assessing PTA developments in the region, both ex-ante 
assessment (WTO Transparency Mechanism) and ex-post 
monitoring.



• The Trade and Investment Division of ESCAP provided 
the resources to develop an 'Online Database of PTAs in 
Asia and the Pacific' to contain a framework for 
comparison and analysis of regional and bilateral trade 
agreements in the region.

• The first phase in setting the framework and collecting the 
factual data for the database has been completed. 

• The second phase focuses on building statistical data sets 
related to each agreement and developing analytical 
measures and empirical indicators.

This Project



Analytical Approaches

• Three basic approaches can be identified and ordered in 
increasing degree of sophistication:
– Trade statistics and indicators are used to assess indirectly assess 

the implicit likely or actual effect of a proposed or implemented 
PTA. (Ng and Yeats, 2003). 

– Historical trade flows and a reduced form econometric model, 
most commonly the gravity model, to assess the impact of a PTA. 
(Frankel, 1997).

– Computable general equilibrium (CGE) models can be used to 
predict the impact of a PTA on an economy-wide basis. (Scollay
and Gilbert, 2001).



Broad Recommendations

• The database should focus should be on developing good 
practices in analyzing agreements on multiple dimensions 
(implying multiple indices).

• The database should respond quickly to new 
developments. 

• Database construction should be accompanied by data use 
guidelines, and investment in human capital in the region.

• Database construction should proceed with development of 
human capital in more sophisticated analytical techniques 
in mind.



Prototype Implementation

• Implemented in Excel
• Data for:

– 14 regions, 
– 5 agreements, 
– 41 commodity groups, 
– 15 years

• Can handle 16 different indices describing various aspects 
of international trade patterns

• Fully scalable
• Brief demonstration



Refinements

• Move to COMTRADE data.
• Allow for alternative calculation techniques where these 

have been proposed.
• Implement warnings/suggestions to user as they query the 

database.
• Shift to a web-interface that allows open-access to the 

procedures.



• Has intra-regional trade intensified post-formation of a 
preferential agreement?

• Index: Trade Intensity

• Definition:

• Interpretation: Trade share relative to world average 
trade share (if greater than 1, then the regional trade is 
'intense').

• Usefulness: Ex-ante potential for trade 
diversion/preference dilution (if intense trade with non-
members), success in promoting regional trade, ex-post 
occurrence of trade diversion.
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• Are the trade profiles of current or prospective members 
of a preferential trade agreement compatible?

• Index: Complementarity

• Definition:

• Interpretation: The degree to which the export profile of 
country A matches the import profile of Country B (%).

• Usefulness: Indicator of potential for trade creation, degree 
of adjustment costs, changes in economic integration.



2002
Indonesia Malaysia Philippines Singapore Thailand Vietnam

Indonesia - 43.6 54.3 48.5 46.6 46.0
Malaysia 38.7 - 61.1 71.7 54.9 34.4
Philippines 33.9 69.0 - 65.1 50.3 32.2
Singapore 51.8 81.1 71.2 - 67.1 49.4
Thailand 55.0 72.7 76.2 70.6 - 53.7
Vietnam 34.2 23.7 33.2 28.5 27.0 -

1992
Indonesia Malaysia Philippines Singapore Thailand Vietnam

Indonesia - 30.0 44.4 42.8 36.1 33.9
Malaysia 37.5 - 54.2 68.0 49.0 36.9
Philippines 35.7 57.5 - 59.2 45.3 36.9
Singapore 44.7 66.5 56.1 - 54.4 55.4
Thailand 36.5 50.4 50.2 54.4 - 40.6
Vietnam 18.8 15.4 26.9 26.3 21.2 -



• Can we identify those sectors in which members have 
comparative advantage?

• Index: Revealed Comparative Advantage (RCA)

• Definition:

• Interpretation: Greater than unity if the country exports 
more of the commodity than the world on average.

• Usefulness: Can highly protected sectors be matched to 
strong comparative advantage in at least one member 
economy ex-ante? If so, there is potential for trade 
creation. 



• Can we identify those sectors that might be significant 
sources of trade diversion?

• Index: Regional Orientation (with RCA) 

• Definition:

• Interpretation: The relative degree to which exports of a 
commodity intra-region compare to those extra-region.

• Usefulness: Indicator for trade diversion (when used in 
combination with RCA). 
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Other Questions

• To what extent are individual economies dependent on 
regional markets and how has this changed post PTA?

• To what extent are individual economies or regions 
dependent on particular products? 

• Are some economies regionally dominant, and what might 
this mean for negotiations?

• What is the structure of competitiveness?
• Has intra-industry trade expanded or contracted? What are 

the implications for adjustment costs?



Limitations

• Indices can help us to understand what is happening to 
trade patterns within RTAs, but they cannot demonstrate 
causality. Most useful as a tool for identifying potential 
areas of progress/concern for more in depth analysis.



Moving Beyond Indices
• Many economists argue strongly in favor of utilizing 

estimation in addition to trade indices. Policy advisors 
need to be familiar with these tools.

• Natural offshoot of the data collection project, since the 
underlying data on which a gravity model is estimated is 
the same trade flow matrix on which the indices are based.

• CGE is most useful ex-ante. ESCAP positioned to use 
detailed insights into the unique structure of regional 
economies in collaboration with CGE modelers to build 
custom models to deal with issues of importance to 
economies in the ESCAP region.
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