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transport costs in SIDS
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Trade

Transport > Connectivity
costs




/er transport costs

-> More trade

-> Economies of scale

> Lower transport costs

More income to finance trade
and transport facilitation

-> Better trade facilitation
-> More Trade

-> More income to finance trade
and transport facilitation




Better services
-> More trade

-> More competition
-> Better services

The challenge for SIDS:

 Avoid a vicious circle, where high
transport costs and low service levels
discourage trade, which will further
endear transport and reduce
connectivity...

* Instead: Initiate a virtuous circle
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Trade

Transport
costs

> Connectivity
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15%
14%
13%
12%

11%

10% WW ~#—Developing economies

~==World
8%

7% ~®—Developed economies

6%
B8 8§ 88888888 8¢g8ggeggze g iz

~~~~~~~~~~~~~~~~~~

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
Source: UNCTAD estimates. Data: 10 year moving average

2011
012
2013




L] o L]
Freight costs % of import value
15%
14%
13%
12% —+—S5IDS Indian Ocean and
Africa
11% -m-SIDS Caribbean
10% ~#—Developing economies
9% ——5IDS Pacific
8% ——World
7% —&—Developed economies
6% = - = -
FE 58888888888 B EEEEEEEE¢E
UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
Source: UNCTAD estimates. Data: 10 year moving average. Note: unweighted average for SIDS groupings

Differences in maritime freights depend on...




1) Distances

3) Imbalances

2) Economies of scale

Differences in maritime freights depend on...

4) Type & value of goods
5) Competition
6) Port characteristics

Differences in maritime freights depend on...

1) Distances

2) Economies of scale
3) Imbalances

4) Type & value of goods
5) Competition
6) Port characteristics




Freight rate

Freight rates and Distance in the Caribbean 0

3,500
°
y =0.6206x + 1019.9
[} [}
2000 R=0.2058
®s o ° J
2500 ° °® .0~0 oo %e %
o0 ° . ° |-
o @™ oo o* e
° ° L0 °
2,000 o o0 o 3
® o %P o o () °
ey ® 9 ° ’:
[ ) [ ) ' (] ° o o
1,500 ° . r Y
D) A e, s P00 e
% b o ® S °
o .}_d ° e o e o
1,000
o @ e
5 oo T é $ °
e o 8@ e °
500
0
0 500 1,000 1,500 2,000
Distance

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

UNCTAD Transport Newsletter, 1st Quarter 2007

Differences in maritime freights depend on...

1) Distances
2) Economies of scale

3) Imbalances

4) Type & value of goods
5) Competition
6) Port characteristics

2,500




1100 4250 8750 13000
Sample costs TEU TEU TEU TEU
Construction costs 28 77 135 167
million USD
Construction costs 25 000 18 117 15 430 12 850
USD per TEU
Crew 15to 17 15to 17 15to 17 15to 17
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Cargo imbalances (3)

Merchandise Imports and Exports as % GDP

Region/Country Imports  Exports Region/Country Imports Exports
Caribbean Pacific
Antigua and Barbuda 45.8 5.7 Fiji 62.7 24.1
Bahamas 42.3 12.3 Kiribati 57.1 5.7
Barbados 41.9 13.5 Marshall Islands 76.8 19.2
Micronesia (Federated
Dominica 41.7 7.3 States of) 64.4 10.7
Grenada 43.7 4.6 Nauru na na
Jamaica 45.4 10.8 Palau 61.3 3.1
Saint Kitts and Nevis 30.0 5.9 Papua New Guinea 35.1 41.5
Saint Lucia 56.5 15.3 Samoa 50.5 1.1
Saint Vincent and the
Grenadines 49.1 6.2 Solomon Islands 49.6 46.6
Trinidad and Tobago 40.3 56.2 Timor-Leste 28.6 0.9
Tonga 445 3.4
Indian Ocean Tuvalu 62.7 0.8
Comoros 50.3 4.2 Vanuatu 375 7
Maldives 69.9 14.1 West Africa
Mauritius 49.6 25.3 Cape Verde 41.9 2.9
Seychelles 70.9 44.0 Sao Tome and Principe 53.2 4.2

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
Source: World Bank, World Development Indicators

Cargo imbalances (3)
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Differences in maritime freights depend on...

1) Distances

2) Economies of scale | 5) Competition
3) Imbalances

4) Type & value of goods

6) Port characteristics
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Differences in maritime freights depend on...

1) Distances 4) Type & value of goods
2) Economies of scale  5) Competition
3) Imbalances 6) Port characteristics

Dependent variable: Q
maritime transport costs per tonne of containerizable carg

Variabhle Model 7
Observations N=75928
TONSK 00863
(5765)
VALUEPERTON 03422
(128.74)
DISTANGE; 03716
©580)
BILATERALVOLUME; 00100
(4.46)
BALANGEROUTE; 0.00020
(1.73)
PORTINFRA 00333
(992)
PORTINFRA 00497
(10.76)
PORTINFRA;
Better port infrastructure
s = reduces maritime transport costs
—
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Dependent variable: Q
maritime transport costs per tonne of containerizable carg

Variable Model7 | Models || Wodeld | | Mowellil o o
Observations | N=75928 | N=75928| N=75928| & ‘

TONSK 008563 008563 00669
{57.65) (57 67) (53.11)
VALUEPERTON 03422 0.3416 03416
(128.74) {12882) (128.94)

DISTANCE; 03716 0.36%8 03542
©580) ©97.26) 8031

BILATERALVOLUME; 00100 00109 00161
(-4.46) (553) (-7.97)
BALANCEROUITE; 000020 000027 000047
{173 240) (4.25)

PORTEFIG, 03835
(1765]

Port reform

Better (perceived) port efficiency
reduces maritime transport costs

= |

Dependent variable:
maritime transport costs per tonne of containerizable carg

L6

——
—

Variable | Model7 | Model8 | Model9 [ Model10 Model 11 Model12 | Model 13
Ohseniations | N=7RGR T N=7R9R 1 N-791 N=75928) N=7598 ] N=35438| N=73818
/ ] -00846 00874 00632 00857
5 cocegnend  (05651) (5885) (2915 (57.00)
VALL o 03408 03374 04665 03447
- ' S : {128.38) (12773) (11319) (129.16)
Ganemos a Puerto QBCVQI en Gua!emala 03716 Om Om 01769
5 y Puerto Cortés L%\}\*Iond uras &47] (%-81) [5536) GOZB]
BILATER/ Por nuestro pafs y nuestra ciudad 00075 0032 00794 00256
ganemos la competencia (331 £1370) (23.74) (1091)
j 0.00051 00002 | 00002 | 000228
s ' @31 (1.80) 5.06) (14.31)
00033
{2 00)
-0.0562
(-32.00)
Port privatization in the EXPORTING country
reduces maritime transport costs
e
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Dependent variable: Q
osts per tonne of containerizable carg

" Model 11 Model 12 Model 13
N=7598] N=35438 | N=73818
0.0874 0062 [ 00857
(58.89) (2919) (57.00)
03374 04685 03447
1319 | d291g
0.3380 0.1769
©5.35) (30.28)
00794 00256
(2374) (1091)
000082 | 00028
©.06) (14.31)

00512

432

0.0074

050)

S

Trade facilitation in the IMPORTING country

reduces maritime transport costs

Port reform

Dependent variable:
maritime transport costs per tonne of containerizable carg

L6

Variable Model 7 Model8 [ Modeld T * ~ 111 | Model12 | Model 13
Obsenvalions | N=75928 | N=75000 (ween carriers 98 | N=35438 | N=73818
TONSc| 00863 W 874 006R | 00857
(576 pellt iy Caribbeal B |  2m] 5o
VALUEPERTON 0342 74 04665 03447
{128.74) o 3) (11319 (129.16)
DISTANCE; 03716 0 0330 0.1769
9580) )] (5.36) (30.28)
BILATERALVOLUME; 00100 3 00794 0.0256
(4.46) (2374) (10.91)
BALANCEROUTE; 000020 . 0.00082 000028
1. . [ | 14.31
( ?3) 4 g - 7 ;w" :w s “\_‘;;,'\E SNTRDE AND oDV ! tS (:6) ( )
LINERSERVICES; ‘ . e ‘ 01129
(32.60)

""" Better connectivity between ports/
__ﬁ more competition among carriers

o " reduces maritime transport costs
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Trade

Introducing containerization
leads to more trade

3. The
‘| Economist

&
”fgft |

(Bernhofen et al, 2013)
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Containerization of trade, and
access to containerized transport
services are important determinants
of SIDS’s trade competitiveness

re this?

e, S

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

“Maritime connectivity”

UNCTAD'’s “Liner Shipping Connectivity Index” (LSCI):
An indicator for access to liner shipping services

Components:

+ Ships

+ TEU capacity

+ Shipping companies
+ Services

* Maximum ship sizes

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
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Higher Liner Shipping Connectivity
leads to lower trade costs

Figure 1. Relative Impact of Different Sources of Trade Costs

(normalized regression coefficients [“betas”] against the indicator measuring the
cost component)

cost of starting a business
logistics performance index
air connectivity

liner shipping connectivity
exchange rate

tariffs

same country

RTA

common language

common border

m endogenous
B exogenous

distance

-0.60 -0.40 -0.20 0.00 0.20 0.40 0.60
(Arvis et al, 2013)
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Reports \ | Table \ | Chart \
actors »| T 3B HEG

Liner shipping connectivity index, annual, 2004-2013 +

Other:  MEASURE ¢ - Index (Maximum 2004=100) &

YEAR 2004 | 2005 2006 | 2007 2000 2009 | 2010 2011 2012 2013
Antigua and Barbuda 2.33| 256 2.43] 176 302 266 240 240 241 24
Argenting 20.09 24.95 25.58 25.63 25.70 25.99 27.61 30.52‘34 21 33.51
Armenis " “ L . “ 1 “ . .
Arubs. 7.37| 752 7.53) 5,09 5.09) 3.82) 8.4 621] 6.03] 630
Australia 26.58(28.02 26,96 2677 30.21 26.80|28.11 26,34 28.81 | 29.87
Austria
Azerbaijon “ - “ “ . “ " “

| Bahamas \71!\!5‘70 16, I!‘IGIS 16,35 19.26|25.71 75,15‘27 06 26.41
~ | Baheain 539 4.34 444 599 575 8.04) 7.83 9.77|17.86 17.90
| Bangindest 520 5.07 5.29) 6.36 640 7.91) 7.55 8.5 0.02 7.96

Barbados 47| 877 534| 5.79] 5.36| 478 420 s.88| 4.02 5.8
Beigum 73.16/74.17 76.15(73.93| 77.90 82.80|84.00 80.47|70.05 82.21
Belize Z.I.‘ 2.59 262| 2.61 232 2.30| 395 JJ!‘ 9.99 10.32
Benin 10.13/10.23 10.99 11.16 12.02 13.52/11.51 12,69 15.04 14.28
Bermuds 154 157 1‘57‘ 157 157 157 187 |.$7‘ 1.57 15.92
Bhutan a| oW
Bolvia (Plurinational State of)

Bonaire, Sint Eustatws and Sebs

Bosnis and Merzegoving

Sotswans 4 I O ™ T
Branl 25.!)‘11‘49 31,61 31.64 30.87 31.08 31.65 Jl.sl‘)!.s) 36.88
British Virgin falands o s o W sl ol wl
Brunel Darussalam 39| 346 326 70| 3.68| 3.94) 5,12 4.68) 444 461
Buigaria 6.17) 5.61 4.47) 4.03 5.09] 578| 546 5.37| 636 5.89
Burkina Faso

Burund) " B B
Cambodia 3.89) 325 293 .25 247 467 452 536 )45 54
Cameroon 10.46/10.62 11.41/11.65 11,05 11.60/11.34 11.40/13.44/10.08

17



Suriname
127 Norway 923 831 734 780 79 793 793 732 531 528
123 Bulgaria 817 5861 447 483 509 578 546 537 636 589
Barbados
Saint Lucia
Grenada
132 American Samoa 5.17 5.30 488 628 644 460 485 456 439 419
133 Samoa 544 533 509 650 666 462 518 456 439 419
134 Iceland 472 438 475 472 472 473 470 468 468 466
135 Brunei Darussalam 391 346 326 370 368 394 512 468 444 461
136 Faeroe Islands 422 440 443 445 420 420 42 420 421 47
137 Guyana 454 437 460 451 436 434 395 396 408 431
138 Albania 040 040 040 228 198 230 434 454 053 443
133 Congo, Dem. Rep. 305 303 266 268 336 380 524 373 405 401 411
140 Cape Verde 190 228 276 245 363 513 389 424 448 412 410
141 Antigua and Barbuda 233 256 243 376 382 266 240 240 24 243 407
142 Northern Mariana Islands 217 220 185 286 376 376 343 365 344 137 406
143 Eritrea 3.36 158 223 - 32 326 002 402 417 402 402
144 Guinea-Bissau 212 519 503 522 534 354 350 407 431 400 398
145 Qatar 264 423 390 350 32 210 787 360 653 335 386
146 Saint Vincent and the Grenadines 356 358 340 434 452 413 372 395 402 410 385
147 Latvia 637 582 510 587 552 518 598 551 545 407 362
143 Tonga 381 475 445 407 423 399 373 372 337 317 358
143 Virgin Islands (U 8 ) 7 300 322 376 38 370 332 339 334 337 3371
150 Marshall Islands 349 368 326 306 306 285 283 308 291 291 302
151 Kiribati 306 328 305 306 306 285 286 3n 291 291 291
152 Serbia & Mentenegro (From 2010, Montenegro) 292 292 29 296 320 0.02 448 404 135 235 290
153 Saint Kitts and Nevis 549 532 559 616 619 308 284 266 267 258 236
154 Greenland 232 232 22 227 236 227 227 230 230 230 230
155 Dominica 233 251 233 240 231 273 188 208 208 159 159
156 Bermuda 154 157 157 157 157 157 157 157 167 1590 182
157 Micronesia, Fed Sts 280 287 194 313 385 385 343 362 358 217 132
158 Palau 104 104 187 307 379 379 343 362 358 217 132
Cayman Islands

—#—HBahamas, The

—&- lamaica

—#— Netherlands Antilles (From 2011, Curagao)

= Aruba

e Haliti

==& Barbados

= Saint Lucia

— Grenada

~—— Antigua and Barbuda

—#—Saint Vincent and the Grenadines

10
—®—Saint Kitts and Nevis
—— Dominica
5
= Bermuda
s Cayman Islands
o

2010 2011 2012 2013 2014
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—4— French Polynesia

—a—Fii

—— Papua New Guinea

——Guam

—8— Solomon Islands

e Vanuatu

—— American Samoa

“=Samoa
—#—Northern Mariana Islands
a —m—Tonga
—— Marshall Islands
2 bati
—— Micronesia, Fed. Sts.
o
2000 2010 2011 2012 2013 2014

—e—Mauritius

—m—Seychelles

= Maldives

—e—5a0 Tome and Principe

——Cape Verde
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Liner compan

20

0
2004 2005 2006 2007 2008 2009 @ 2010 2011 2012 2013 2014

-m-Liner companies 22.1 = 21.8 205 202 195 | 184 | 179 178 170 163 161
—+-TEU/ Company 13625 14471 16675 19080 21246 22182 26111 27628 32387 34261 36072

Average

—x——"“\\x

2008 2009 2010 | 2011 2012 2013 2014
~Ships 1457 1293 1357 | 1356 1388 1351 1305
—+—Average ship size 2848 3161 3452 3622 3962 4121 4443




Determinants of maritime connectivity

To sum up:
. Geog raphy Differences in maritime freights depend on...

» Distances « Competition

* Type & value of goods « Economies of scale
° Trade Volu mes * Imbalances * Port characteristics

« Port characteristics

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

Trade
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Transport - > Connectivity

costs ; C\
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Liner shipping connectivity and
ransport costs in SIDS - < scrimon g
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+ Trade volumes

+ Port characteristics

Jan:Hoffmann@UNCTAD.org, Geneva; July 2014
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