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Trade Facilitation in India: A Reality Check
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Introduction

As around 336 million people in South Asia (nearly 23 per cent of
the region’s total population) suffer from hunger, the region

recorded a Global hunger index of 29.4 in 2015, indicating

serious food insecurity. In addition to suffering from hunger and
poverty, the South Asian region is vulnerable to natural disasters,
and the inevitable consequences of climate change. The United

Nations Report on Climate Change, titled ‘Clizate Change 2014:

Impacts, Adaptation, and 1 ulnerability contends that although the

deleterious effects of climate change will be felt worldwide — they
will be stark in the South Asian region. Poorer households

dedicate more of their budgets to food, they are the most

sensitive to weather-related shocks that can make daily staples
unaffordable. It is imperative that South Asia collaborates with its

neighbours via regional integration to combat the looming food
security challenge. The Prime Minister of Bangladesh, Ms. Sheikh
Hasina, in her speech during the South Asia Right to Food

Conference in 2015, asserted that “There is no alternative to

combined efforts to eradicate poverty and hunger from South

Asia and the recent devastating earthquake in Nepal reminds us

the urgency of establishing regional food security.” India, being
the biggest economy in the region needs to put strong emphasis

on trade facilitation and promote its ‘Neighbours first” policy to

lead the region towards food stability.
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Prospects for Regional Integration

Regional integration in South Asia is far from its potential at 6.77 per cent compared to 18.36 per cent
in East African Community (EAC), and 25.26 per cent in Association of Southeast Asian nations
(ASEAN). It is deemed as the least integrated region of the world despite several trade liberalisation
measures undertaken by the government, including bilateral and regional trade agreements to expedite
the movement of goods and services across borders. The South Asian Free Trade Agreement (SAFTA)
is one such initiative that began in 2004 and aimed to promote regional growth by eliminating trade
barriers such as tariffs and customs duties on the cross-border exports. Under this agreement, member

states agreed to facilitate trade and reduce trade costs and delays through harmonization of standards,

procedures and provision of better transit facilities. However, these measures were not legally binding,

the consequence of which is explicit through the region’s ‘low intra-regional trade’ index. The nub of
this problem lies in complex and strenuous trade procedures that increase trade costs and inefficiency
among the member countries.

Trade Facilitation in South Asia

The World Trade Organization (WTO) defines trade facilitation as “simplification and harmonization of trade

procedures with trade procedures being ‘activities, practices and formalities involved in collecting, presenting,
communications and processing data required for the movements of goods in international trade. Using statistics from

the Organisation for Economic Cooperation and Development (OECD) trade facilitation database, the

performance of South Asian nations on various trade facilitation indicators (TFI) in 2015 has been
analysed (Figure 1). India performs below the worldwide best practice (i.e. a TFI value of 2) on
parameters such as external and internal border-agency cooperation, formalities of documents, fees and
charges, involvement of the trade community, governance and impartiality and streamlining of
procedures. India’s neighbours, such as Sri Lanka and Bhutan, have shown the best performance in

areas of involvement of trade community and internal border-agency cooperation respectively.
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Figure 1 - Trade Facilitation of South Asian countries’ Performance: OECD Trade Facilitation

Indicators, 2015
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Source: OECD Trade Facilitation Indicators Policy Simulator (2015)

Note- a) TFI values range between 0 and 2, where 2 correspond to the best performance that can be achieved.
b) The data for Afghanistan and Maldives was not available on the database. Thus, the analysis could not be extended to

these South Asian nations.

As the TFI Policy Simulator indicates, the South Asian region has much to improve on different

parameters of trade facilitation. Table 1 summarizes numerical values of trade facilitation indicators

according to the OECD (a definition of these indicators can be found in the appendix).
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Table 1: Numerical Values of OECD Trade Facilitation Indicators, 2015

South
Parameter Bangladesh Bhutan India | Pakistan Nepal | Sri Lanka Asia
Information avail-
ability 1.60 0.90 1.90 1.70 1.40 1.50 1.50
Involvement of the
trade community 1.50 2.00 1.75 1.75 0.33 1.75 1.51
Advance rulings 0.00 0.00 2.00 1.43 0.33 0.85 0.76
Appeal procedures 0.87 1.17 1.62 1.50 1.12 1.28 1.26
Fees and charges 1.67 1.00 1.50 1.25 0.00 1.25 1.11
Formalities - Doc-
uments 0.50 0.20 1.00 1.00 0.40 1.33 0.73
Formalities - Au-
tomation 1.25 0.00 1.75 0.75 0.00 1.25 0.83
Formalities - Pro-
cedures 1.07 0.89 1.50 1.31 0.85 1.40 1.16
Internal border
agency coopera-
tion 1.00 2.00 1.00 1.67 2.00 2.00 1.61
External border
agency coopera-
tion 1.67 0.00 0.50 0.25 0.00 0.00 0.40
Governance and
impartiality 1.14 1.14 1.62 1.37 1.60 1.25 1.35

Source: OECD Trade Facilitation Indicators Policy Simulator (2015)

South Asia ranks the lowest on external border agency cooperation, which indicates lack of
coordination with neighbouring and third countries. This is evident from the low level of intra-regional
trade in the region. South Asia also scores low on document and automation formalities that involve
acceptance of copies, simplification of trade documents, harmonization in accordance with
international standards, electronic exchange of data; and use of risk management, automated border
procedures respectively. Due to cumbersome document and trade procedures, there is a significant

increase in costs for the traders.

Simplification of trade procedures is crucial to ensuring seamless trade in the South Asian region.

Presently, it takes an average of 652.8 hours to fulfill the border compliance requirements in South
Asia. Compared to other regional groupings like ASEAN, this process takes 326.7 hours, and NAFTA

records 265.7 hours to fulfill the procedures. This time spent on border compliance requirements can
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be significantly reduced by undertaking joint inspections by neighbouring countries in the region. The
South Asian region should take advantage of its physical connectivity and historical ties to set up
systems of joint inspection. For instance — at the India-Bangladesh border, the consignments coming
from Bangladesh, after getting inspected by the Bangladesh authorities are again tested by the Indian
authorities, but due to inadequate infrastructure at the border on the Indian side, these consignments
are sent to Kolkata laboratories for testing, thus causing delays in importing goods. If Bangladesh and
India were to jointly set up testing infrastructure on the border, it would reduce time and cost to trade
and also reduce repetitive and redundant testing practices by both countries. South Asia could also take
advantage of these joint testing facilities to test consignments coming in from other regions of the
wortld such as European Union and United States, thereby reducing individual testing testing costs of

South Asian countties.

For the low of automation formalities in South Asia, the South Asian countries need to implement

measures like the Single Window System and Risk Management System to strengthen its trade networks

and ease the regional trading processes. The Single Window System is a distinct and integrated online
platform to submit import, export and other transit-related documents only once with the Customs
(the implementing agency in case of India). This would reduce cost and time hassles of submitting
separate documents to various border agencies, namely Plant/Animal Quarantine, Food Safety
Standards Authority of India (FSSAI), Drug Controller, Wildlife Control Bureau. South Asian member
states should employ this system at a regional level to expedite the import clearance process. On the
other hand, adopting a Risk Management System — a mechanism that reduces the requirement of 100
percent sampling and replaces it with a sampling system where samples from consignments are taken in
accordance with the importers’ history of safe consignments — could complement the aforementioned

Single Window System in building a robust trade system in South Asia.

Trade Facilitation in India

India, the largest economy in the South Asian region, scores higher than South Asian average on most
parameters of OECD trade facilitation. India has improved its Ease of doing business’, specifically, ‘trading
across border via implementing several measures like the Single Window System, and building Integrated
Check Posts (ICPs) at various land ports like Attari-Wagah, Petrapole-Benapole, Panitanki-Kakkarbitta,
among many others. However, India still scores lower on internal cooperation, such as cooperation

between the various border agencies in the country and delegation of controls to the customs
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authorities. This lack of ‘horizontal integration’ is certainly a sore spot as India moves towards a more

dynamic role in integrating its economy with the world economy.

Horizontal integration

Horizontal integration refers to integration across different functions and services. In case of regional
trade, this concept relates to the lack of coordination and integration between several internal border
agencies such as Customs, FSSAI, Plant/Animal Quarantine and few others. The Indian government
has taken steps to facilitate trade and promote horizontal integration by setting up ICPs at several
border check points. Under these ICPs, the concerned border authorities — Customs, FSSAI, Animal
Quarantine, Plant Quarantine, Drug Controller, Central Warehousing Corporation, Land Port
Authority of India — have set up their separate offices in the same complex. However, the lack of
coordination between these agencies is a serious problem, as indicated by the OECD trade facilitation

indicator of internal coordination (Table 1).

At Attari-Wagah border, for instance, Customs is segregated into Customs (Appraisals) and Customs
(Preventive) and they report to different headquarters, one in Ludhiana and the other in Amritsar. This
segregation engenders coordination issues. Similarly, at the Petrapole-Benapole border, there is a clear
lack of coordination between border agencies, as officials of different agencies hold conflicting and
diverging opinions on common issues. For example, the lack of testing facilities is one of the crucial
issues. Different agencies have quite varying opinions on the same issue, which makes it hard to find
one solution for the issue. The Central Food Testing Laboratories’ officials, for instance, strongly
believe that the cost of setting up testing labs at border check points is exorbitant and infeasible. The
FSSAI officials also held somewhat similar views, asserting that testing labs could not be placed at all
border check points given their high setting-up cost and less relevance, especially at the border. The
Customs’ officials, on the other hand, held the view that lack of testing was a serious problem that
caused delays in the clearance of consignments. The Plant Quarantine office supported the view that
testing facilities should, in fact, be present at the border because it is important that infested plants/
animals be detected on the border itself. The main reason for this is that once infested plants/animals
enter the country, they could potentially spread in the Indian environment thus, making further testing

a futile exercise.

The lack of internal coordination can also be attributed to the absence of clearly outlined single

operative procedures for all border agencies. Each department has its own operating procedures,
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causing “overlap, conflict of authority, coordination and cooperation related issues.” To amend this

problem, a standard operating procedure must be put in place and clearly define operating ambits of
different authorities, to avoid confusion and the resultant delays in the trading processes. For instance —
FSSAI is not present at Petrapole-Benapole, Attari-Wagah land custom stations, whereas it is present at
Mumbai and Chennai seaports. Due to a lack of standard operating procedure throughout India,
compliance differs at different ports. Where one port has FSSAI and Plant Quarantine presence, the
other ports have delegated these duties to the Customs, which changes the organizational structure and
thus affects the levels of compliance and the time it takes to import. Several Plant Quarantine officials
reported that the Customs officials are not sufficiently trained in conducting FSSAT and Plant/Animal
Quarantine testing. To ensure the smooth functioning of trade, a cleatly defined uniform system needs

to be put into place at all border land and sea ports.

Conclusion

Given the climate and food security challenges in South Asia, it is imperative that South Asian countries
implement measures to facilitate trade as soon as possible. The OECD trade facilitation indicators
point out several measures that could strengthen trade in South Asia. It is a rather grave conundrum
that a region with such strong physical, historical, and cultural ties remains the least economically
integrated region in the world. Given that India is one of the main trading partners for Nepal, Bhutan
and Sri Lanka, it needs to strengthen its own trading mechanism and lead the way to a more integrated
region. It is crucial that the South Asian countries eliminate trade complications and establish a robust

trading network, regionally and globally.

Although, some FSSAI officials advocate that there is no need for integration of various border
agencies as long as each agency coordinates with the Customs (the nodal agency for import clearances,
internal co-ordination), we argue that multi-faceted trade problems that involve various agencies cannot
simply be solved via one nodal agency. It is crucial that all agencies coordinate on a single platform to
come to timely solutions. Additionally, new facilitation measures like the set up of Integrated Check
Posts and implementation of Single Window and Risk Management systems should be evaluated to
ensure proper implementation. Moreover, ideas like joint testing labs by border countries should be

explored.
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Appendix

Enquiry peints; publication of trade information, including on
Internet

Consultations with traders

Prior statements by the administration to requesting traders
concerning the classification, origin, valuation method, etc.,
applied to specific goods at the time of importation; the rules
and process applied to such statements

The possibility and modalities to appeal administrative
decisions by border agencies

Disciplines on the fees and charges imposed on imports and
exports

Acceptance of copies, simplification of trade documents;
harmonisation in accordance with international standards

Electronic exchange of data; use of risk management,
automated border proecedures

Streamlining of border controls; single submission points for
all required documentation (single windows); post-clearance
audits; authorised economic operators

Control delegation to Customs authorities; co-operation
between various border agencies of the country

Co-operation with neighbouring and third countries

Customs structures and functions; accountability; ethics policy

Source: OECD Trade Facilitation Indicators: An overview of available tools
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