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Question and roadmap

Question:

= How can Indonesia use Deep Trade Agreements (DTAs) to boost exports and
participation in regional and global value chains (GVCs)?

Roadmap:

l.  Why should we care about trade agreements?
Il. From Regional Trade Agreements (RTAs) to DTAs
Ill. Assessing the impact of DTAs

V. Patterns of Deep Trade Integration in Indonesia
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l. Why should we care about trade agreements?



What are Deep Trade Agreements?
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Why should we care about DTAs?

-

= Regional Trade Agreements (RTAs) have boomed in numbers and deepened in content
= DTAs can influence how economies integrate, function and grow

= Vital that rules and commitments are informed by evidence and analysis



ll. From RTAs to DTAsS



S Ndd
o 3HO

SvO
1ZN

HON
El)v)

.. : IR
s e NNH
+ 320

. NI
. " snv

e Tl

: Nn3aa
e dIN
e | HE9D

”. N1
1v0O

... Va4
« noy

NEV
X3IN

| 0dO
., ° ds3

NVd

. VA
. * ”Nd
¢ AdH

N1DO
dntL

e 3ISd

Ndl

« Avg, applied Tariff

N ldd
e THO

Trade Weighted (%)

M1d
SNy
axn
vz

VHL
ZOM

NG

« Avg. notional MFN rate

25
20
15
10

RTAs have reduced trade-weighted average tariff rates to less than 5

percent for more than two-thirds of countries
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The number of commitments that governments have taken in RTAs has increased over
time, with deepening substantive commitments including enforcements

Number of agreements over time vs. Substantive provisions and a breakdown of
average coverage ratio non-substantive provisions in RTAs, over time
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Developing countries tend to have fewer substantive commitments in
RTAs, with few exceptions such as the Pacific Alliance

Average number of substantive provisions in RTAs by country
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lll. Assessing the impact of DTAs
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DTAs promote trade integration, thus having a positive effect on welfare

Effect of different clusters of trade agreements on trade General-Equilibrium effects of deepening existing trade

agreements
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Deep trade agreements are also a vehicle for global value chain

integration and upgrading

Agreements with higher number of provisions are
associated with higher levels of GVC-related trade
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Source: Laget et al. (2018). Note: GVC-related trade is represented by trade in parts and components defined as: all non-fuel
intermediates from the Broad Economic Categories (BEC) classification (codes 111,121, 21, 22, 42 and 53)
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... as well as a channel for GVC upgrading
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The economic effects of DTAs are shaped by the individual provisions
included

Estimated impact of labor provisions on trade volumes
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Inclusion of provisions on non-tariff measures in DTAs results in larger

increases in exports of small firms

Heterogeneous impacts of SPS and TBT provisions on exports in Chile, Colombia
and Peru across firm size
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Trade facilitation provisions in DTAs help export performance of GVC firms

R

Heterogeneous impacts of trade facilitation provisions on exports of
GVC firms in Peru
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Research and resources
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IV. Evolution of DTAs in Indonesia
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Countries have integrated over time in terms of number and content of

trade agreements and Indones
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In Indonesia, more than 85 percent tariff lines under existing agreements
have been fully liberalized (both for imports and exports)

Tariff liberalization, Indonesia
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Preferential liberalization has targeted highly protected sectors in
Indonesia

Trade weighted tariff rates imposed by Indonesia
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The content and coverage of Indonesia’s RTAs has evolved over time
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But there is room for Indonesia to deepen existing or new trade agreements
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Indonesia has untapped opportunities from DTA integration

(percentage point change in Indonesia’s economic variables associated with
various FTAs, by 2030)
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Indonesia has untapped opportunities from DTA integration

Backward Participation in GVCs (%) Forward Participation in GVCs (%)
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Proposed areas of work

= Benchmarking the overall content and specific provisions of Indonesia’s trade
agreements relative to other comparator or aspirational peers.

= Analysis of the impact of Indonesia’s RTA depth on trade flows.

* Analysis could be done using aggregate and granular data at the firm level to assess how the impact of
DTAs varies on firms' size or type of firm (GVCs vs non GVC firms)

* Focus on specific disciplines to assess the effect of specific provisions on trade
e Other outcomes such as FDI could be considered

= Analysis (quantitative and qualitative) on the implementation of RTAs in Indonesia:
preference utilization (subject to data availability), NTMs, other disciplines?

= Analysis on how RTAs can promote and lock-in domestic reforms in Indonesia.
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THANK YOU!

For more information, visit:
https://datatopics.worldbank.org/dta/index.html
https://www.worldbank.org/en/topic/regional-integration

Contact:
Mochamad Pasha (mpashal@worldbank.org)


https://datatopics.worldbank.org/dta/index.html
https://www.worldbank.org/en/topic/regional-integration

