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HOW EASY 1S5 MAKING TRADE
ACROSS BURDERS?

A COMPARISON BETWEEN KOREA AND TURKEY

SERA FACIL FAZER COMERCIO
ATRAVES DAS FRONTEIRAS?

UMA COMPARACAD ENTRE A COREIA E A TURQUIA

Each economy has its unique circumstances that require numerous variables to take into consideration
for a sound comparative analysis. Comparing Korean and Turkish economies in particular demonstrate the importance
of trade policy differentials. Both countries have followed restrictive trade policies during the 1950s and started the
planning development strategy during early 1960s. However, they ended up with different trade openness and eco-
nomic development levels by the 1990s. Korea shifted from import substitution to export promotion in the early
960s, while Turkey continued the import substitution policy until 1980. This study is a snapshot comparison between
Korean and Turkish economies in terms of how easily each one trades with the rest of the world today, taking into
account trade regulation indicators such as number of documents, time and cost required to export and import. Using
the World Bank’s Trading Across Borders data, we find that procedures necessary to export and import seem in favor
of Korea with respect to Turkey both in terms of duration and cost subcategories.

Cada economia tem as suas circunstancias Unicas que requerem inimeras variaveis a ter em consideragao
numa boa anélise comparativa. Pretende-se comparar as economias coreanas e turcas, em particular demonstrar a
importancia das diferengas da politica comercial. Ambos os paises seguiram politicas comerciais restritivas durante
0s anos 1950 e comegaram uma estratégia de planeamento do desenvolvimento durante os anos de 1960.
No entanto, eles acabaram com a abertura comercial e niveis de desenvolvimento econémico diferentes na década
de 1990. A Coreia passou de substituicao de importacdes para promocao de exportagdes nos principios dos anos de
1960, enquanto a Turquia continuou a politica de substituicdo de importacgdes até 1980. Este estudo é uma compa-
ragdo entre as economias coreanas e turcas, para perceber de que forma cada um destes paises realiza negdcios
com o resto do mundo, tendo em conta indicadores de comércio de regulagao, tais como numero de documentos, o
tempo e os custos necessarios para exportar e importar. Utilizando os dados do World Bank Trading Across Borders,
descobrimos que os procedimentos necesséarios para exportar e importar parecem a favor da Coreia no que diz res-
peito a Turquia, tanto em termos de duracao e subcategorias de custos.

Export, Import, Korea, Turkey Exportar, Importar, Coreia, Turkia.

PhD Assistant Professor of Economics. Isik University, istanbul.Turkey
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There is a number of studies that investigate the eco-
nomic policies of Korea and Turkey in a comparative per-
spective. Krueger (1987) examines the variables that
affect economic growth and shows the importance of
the different policy choices in the two countries. Yilmaz
(2002) demonstrates the importance of the different
development strategies pursued by both countries in the
same period and explains their effects on foreign trade
and international competitiveness. Oh and Varcin (2002)
compare the two countries in terms of their state-led
development programs and market bypassing. Kalyoncu
(2005) investigates the sustainability of the fiscal
stances of Korea and Turkey and finds a long run rela-
tionship among variables for the two countries. Onaran
(2009) analyzes in her study the effects of globalization
(i.e. international trade and FDI intensity) on the wage
share in the two countries.

Korea and Turkey have started the 1950s with macro-
economic imbalances, followed protectionist trade poli-
cies during the period and started the planning
development strategy during early 1960s (i.e. Korea in
1962 and Turkey in 1963). However, they ended up with
different trade openness and economic development
levels by the 1990s. This is the basic point where the
motive for the existing literature on the comparative
analyses of the two economies mostly rests on. At the
beginning of the 1950s, the countries had almost the
same population (around twenty million), while Turkish
per capita income was three times than that of Korea.
For both countries, agriculture had the largest share in
the sectoral composition of the economy. Turkish ex-
ports were fifteen times those of Korean exports, and
the Turkish savings rate was much higher than Korea
(Yilmaz, 2002: 59). While Turkey maintained a restrictive

trade strategy until 1980, Korea shifted from import
substitution to export promotion in the early 1960s. Ac-
cording to the OECD International Trade Statistics, Ko-
rean exports in value is more than four times than that
of Turkey (48.22 and 11.14 billion dollars respectively)
as of January 2011. Again, Korean per capita income is
more than two times higher than that of Turkey by 2008.
Differences in trade policy implementations alone can-
not be considered as the main sources of diversities in
economic development levels for the two countries
without further empirical reasoning and it is not within
the context of this study. This paper compares selected
Korean and Turkish data in order to assess how easily
each country trades with other economies. By doing so,
the study aims to portray the trade environment of the
two economies and contribute to the related literature
in a way that may serve as a resource for the countries
willing to encourage more efficient regulations towards
international trade.

2.
UATA AND
Me THODOLOGY

While comparing the trade regulations of Korea and
Turkey, this study uses the data derived from The World
Bank's Doing Business Project (DBP) — Trading Across
Borders rankings (The World Bank Doing Business Re-
port 2011). DBP (launched in 2002) presents quantita-
tive indicators on business regulations for 183 countries.
The set of regulations measured in the rankings consists
i. starting a business, ii. dealing with construction per-
mits, iii. registering property, iv. getting credit, v. protect-
ing investors, vi. paying taxes, vii. trading across borders,
viii. enforcing contracts and ix. closing a business.
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Among these, Trading Across Borders rankings are con-
stituted as a percentile average of data on procedural
requirements for exporting and importing a standard-
ized cargo of goods by ocean transport. To make the data
comparable across economies, the indicators are meas-
ured according to some basic assumptions referring to
a specific type of business (See Table 1).

TABLE 1. MAIN ASSUMPTIONS OF THE CASE STUDY
THE BUSINESS

Has at least 60 employees and is located in the econo-
mys largest business city
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documents required for the issuance or advising of a let-
ter of credit are taken into account. Local freight for-
warders, shipping lines, customs brokers, port officials
and banks provide information on required documents
and cost as well as the time to complete each procedure
(The World Bank Doing Business Report 2011, p.54). De-
tails of the subindicators can be seen in Table 2.

TABLE 2. SUBINDICATORS OF TRADING ACROSS BORDERS RANKINGS
NUMBER OF DOCUMENTS REQUIRED TO EXPORT

AND IMPORT
Bank documents

Is a private, limited liability company, which exports
more than 10% of its sales. It is fully domestically
owned and does not operate in an export processing
zone or an industrial estate with special export or import
privilages

Customs clearance documents

Port and terminal handling documents

Terminal documents

NUMBER OF DAYS REQUIRED TO EXPORT AND IMPORT

THE TRADED PRODUCT

Obtaining all the documents

Inland transport and handling

Is transported in a dry-cargo, 20-foot full container
load; weighs 10 tons and is valued at $20,000.

Customs clearance and inspections

Port and terminal handling

Is not hazardous or does not include military items; it
does not require special phytosanitary or environmental
safety standards, refigeration or any other special envi-
ronment.

Does not include ocean transport time

COST REQUIRED TO EXPORT AND IMPORT
(USS$ PER CONTAINER)

Is one of the economy'’s leading export or import prod-
ucts.

Source: Trading Across Borders, The World Bank Doing Business Report 2011, p.54

Inthe measurement of the rankings, all documents as-
sociated with every official procedure are counted—
from the contractual agreement between the 2 parties
to the delivery of goods. For exporting goods, procedures
range from packing the goods at the warehouse to their
departure from the port of exit. For importing goods,
procedures range from the vessel's arrival at the port
of entry to the cargo’s delivery at the warehouse. The
time and cost for ocean transport are not included. Pay-
ment is made by letter of credit, and the time, cost and

All documentation

Inland transport and handling

Customs clearance and inspections

Port and terminal handling

Official costs only, no bribes or tariffs included

Source: Trading Across Borders, The World Bank Doing Business Report 2011, p.54
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-
INTERNA
UNAL TRADE
COMPARED

While Turkey maintained a protectionist trade strategy
until 1980, Korea shifted from import substitution to ex-
port promotion in the early 1960s. With this macroeco-
nomic policy change, Korea promoted exports of
manufacturing goods and encouraged investments in
physical and human capital. On the contrary, Turkey fol-
lowed the import-substitution policy until 1980 and
opened its economy gradually since then.

TABLE 3. HISTORICAL DATA FOR TRADING ACROSS BORDERS RANKINGS

Table 3 shows the historical trading across borders
data for Korea and Turkey between the years 2008-
2010 and provides information on the rankings of the
two countries. In overall rankings among 183 coun-
tries, Korea is in the top ten, while Turkey ranks 72nd
and 76th respectively for the years 2010 and 2011. For
the number of documents to export and import, it can
be seen that while Turkey has not decreased these doc-
uments in number, Korea has managed to do so. Par-
ticularly, documents required for importing have
increased by half in number. Similarly, time needed to
export and import is also decreased for Korea, while it
is higher and remains high for Turkey. Costs as USS per
container to export and import are again higher for
Turkey compared to Korea.

TRADING ACROSS BORDERS DATA 2008 2009 2010 2011
Korea Turkey  Korea Turkey Korea  Turkey Korea Turkey
Rank n.a. n.a. n.a. n.a. 8 72 8 76
Documents to export (number) 4 7 4 7 3 7 3
Documents to import (number) 6 8 6 8 3 3 8
Time to export (days) 11 14 8 14 8 14 8 14
Time to import (days) 10 15 8 15 8 15 7 15
Cost to export (US$ per container) 745 865 767 940 742 990 790 990
Cost to import (USS per container) 745 1013 747 1063 742 1063 790 10637

Source: Compiled from the Trading Across Borders historical data tables for Korea and Turkey,

The World Bank Doing Business Report 2011, pages 58 and 57 respectively.
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TABLE 4. PROCEDURES TO IMPORT AND EXPORT A STANDARDIZED CARGO OF GOODS

NATURE OF EXPORT PROCEDURES (2010)

INTERNATIONAL BUSINESS AND ECONOMICSREVIEY/ 098 . 099

DURATION (DAYS) COST (USS)
Korea Turkey Korea Turkey
Documents preparation 2 6 60 220
Customs clearance and technical control 1 3 30 200
Ports and terminal handling 3 3 200 270
Inland transportation and handling 2 2 50 300
Totals 8 14 790 990
NATURE OF IMPORT PROCEDURES (2010)
DURATION (DAYS) COST (USS)
Korea Turkey Korea Turkey
Documents preparation 2 8 60 280
Customs clearance and technical control 1 3 30 200
Ports and terminal handling 2 3 200 183
Inland transportation and handling 2 1 500 400
Totals 7 15 790 1063
DOCUMENTS FOR EXPORT AND IMPORT
Export Korea Turkey
Bill of lading YES YES
Certificate of origin NO YES
Commercial invoice YES YES
Customs export declaration YES YES
Packing list NO YES
Preferential certificate NO YES
Technical standard/health certificate NO YES
Import Korea Turkey
Bill of lading YES YES
Cargo release order NO YES
Certificate of origin NO YES
Commercial invoice NO YES
Customs import declaration YES YES
Import license NO YES
Technical standard/health certificate NO YES
Terminal handling receipts YES YES

Source: Compiled from the Trading Across Borders historical data tables for Korea and Turkey,
The World Bank Doing Business Report 2011, pages 59-60 and 60-61 respectively.
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Liberalization of trade does not only mean reducing tra-
ditional barriers to trade but also

simplification and harmonization of international import
and export procedures (e.g. customs valuation, licens-
ing procedures, transport formalities, payments, insur-
ance, etc.). Although regulatory authority on trade is
substantially being transfered to supranational institu-
tions as a consequence of the integration to the global
economy, each country individually may persist on fol-
lowing individual trade procedures.

As can be seen from Table 4, procedures necessary to
export and import seem in favor of Korea with respect
to Turkey both in terms of duration and cost. Prepara-
tion of the export documents takes two days in Korea
with a cost of USD60, while it takes six days and
USD220 in Turkey. Customs clearance and technical
control takes only one day in Korea and it is worth
USD30, while it takes 3 days and is worth USD200 in
Turkey. Although ports and terminal handling takes
three days both in Korea and in Turkey, the cost is
USD200 and USD270 respectively. A similar case holds
for inland transportation and handling; although it takes
2 days in both countries, the cost is USD50 and USD300
for Korea and Turkey respectively. As of year 2010, the
documents needed for import procedures take 7 days
in total with a cost of USD790 in Korea, while the dura-
tion is 15 days in Turkey with a total cost of USD1063.
In the category of documents necessary for export
and import, Table 4 shows that Turkish regulations in-
clude bill of lading, certificate of origin, commercial in-
voice, customs export declaration, packing list,
preferential certificate and technical standard/health
certificate. Among these, Korean regulations only re-
quire bill of lading, commercial invoice and customs ex-
port declaration. Import regulations in Turkey contain
bill of lading, cargo release order, certificate of origin,
commercial invoice, customs import declaration, im-
port license, technical standard/health certificate and
terminal handling receipts. On the other hand, bill of
lading, customs import declaration and terminal han-

dling receipts are the only three documentation re-
quired for importing in Korea.

Following the import substitution policies of the 1950s
to 1970s, many developing countries started the trade
liberalization process in early 1980s and intensified in
the 1990s. Although the content of this trade reform
varied in different countries, the common idea behind
the programs was to minimize the role of government
on resource allocation and to follow an export promo-
tion path instead of import substitution. Private sector
was believed to better handle achieving economic
growth and diversification of exports which would be
attained through the expansion of investment and bet-
ter allocation of resources and investment outlays to
productive sectors. The results were expected to be, in
addition to growth and diversification, the upgrading of
the production structure, facilitated by imported tech-
nology and improved skills enhanced by trade.

To what extent the objectives of this trade reform have
been achieved is the topic of another study. However,
there has indeed been a tremendous increase in inter-
national trade over the past decades. Between 1951
and 2010, world GDP has increased about nine times,
and the volume of merchandise trade has increased 33
times. From 1995 till today, the average annual growth
in trade volume has been roughly double that of total
output which shows the higher and increasing share of
international trade and growing trade inter-linkages
among countries. This in turn requires that monitoring
and transparency should play an increasingly important
role for the international trading system.
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Today, countries involved in trade have to know as
much as possible about the conditions of trade, there-
fore related regulations and policies should be trans-
parent. This study aims at contributing to the existing
literature on comparative analysis of Korean and Turk-
ish economies by investigating a variety of trade regu-
lation measures for the two countries. By doing so, the
paper may serve to encourage countries to compete
towards more efficient regulation and offer measura-
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ble benchmarks for reform towards liberalized trade.
Examining the World Bank's Trading Across Borders
rankings for Korea and Turkey, the paper shows that all
procedures necessary to export and import seem in
favor of Korea with respect to Turkey both in terms of
duration and cost. As an implication for a more com-
prehensive further research, the reasons behind and
the trade (volume) impacts of this finding can be ex-
amined.
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