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1 TARIFFS - ON THE ADVANCE?

Studies on foreign trade and its economic impact are numerous. Ricardo's (1817) thesis
that the international division of labour is welfare-enhancing, even if a country has compar-
ative disadvantages in the production of all goods, became a basic assumption of economic
thought. On this basis, free trade was considered superior to protectionism, although later
studies such as Samuelson (2004) and Autor (2016) relativized Ricardo by showing con-
stellations in which international division of labour can also lead to a permanent loss of
welfare.

For Germany, foreign trade has developed into one of the most important drivers of eco-
nomic growth. Since the European Monetary Union, Germany's share of the balance of
payments in gross domestic product has risen significantly and exceeded the six-percent
mark for the first time in 2007." More than ever, foreign markets determine the success and
failure of those sectors that have become — directly and indirectly — dependent on foreign
demand (Moénnig & Wolter 2020). However, world trade not only affects the production
structure of domestic industry, but also affects demand for employment. The number of
people in jobs that are directly or indirectly linked to export flows continues to rise. Looking
beyond the labour market, this also results in changes in occupations and qualification re-
quirements (Moénnig et al. 2013, Prognos 2011).

Particularly in the first decade of the post-war period, the sharp increase in world trade and
thus its increasing importance can be explained by a reduction in trade barriers (within the
framework of GATT/WTO, but also by increasing regional integration, e.g. by the EU or the
North American Free Trade Agreement NAFTA?2) (Morasch & Bartholomae 2017). Regional
integration into the EU, but also the number of free trade agreements, has continued to
increase. Further free trade agreements (e.g. between the EU and Canada and the EU and
Japan) were also negotiated or concluded in 2017/2018. The worldwide average tariff rate
declined to 2.6 % (World Development Indicator, value for 2017).

The World Trade Organisation (WTO) sets nowadays the framework of international trade.
It currently holds 164 members that all agreed to the rules of the General Agreement on
Tariffs and Trade (GATT). The aim of this trade agreement is to reduce tariffs and other
trade barriers and to implement a non-discriminatory trade system that grants both the rights
and obligations of its member countries. Non-discrimination of WTO members is guaran-
teed by the principle of the most favoured nation (MFN), in addition to the requirement to

1 According to the Scoreboard of the Macroeconomic Imbalance Procedure of the European Commission, a
share of the nominal gross domestic product of over six percent is not compatible with an external economic
equilibrium (EC 2011).

2 The NAFTA treaty was newly negotiated. Since July 2020, the new treaty is named USMCA (United States
Mexico Canada Agreement).
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treat imported and domestic goods equally on the market. In addition to coordinating world
trade, the WTO has a dispute settlement function. However, the possibilities for sanctions
in the event of misconduct by members are limited.

This can be observed by the present tariff war between USA and China, two members of
the WTO. This goes in line with an observable strong current against globalisation and free
trade. The failure of the TTIP negotiations, the US import tariffs on steel and aluminium, the
escalating trade war between the USA and China and the "abuse of power" of tariffs in
political disputes (USA and Turkey) show that free trade in goods and services is under
pressure. Even within the European Union, the exit of Great Britain from the EU enhances
the likelihood of reintroducing tariffs on European ground.

For an economy like Germany which is strong in exports and which holds close economic
linkages within the European Union and beyond, it is crucial to know the effects of free trade
on the German economy. In order to be able to map such developments and assess the
impact of trade barriers on the domestic labour market, the model TINFORGE (Moénnig &
Wolter 2019, 2020, Wolter et al. 2014) has been further developed in such a way that trade
barriers in form of tariffs are implemented product-specific and country-specific (Dreuw et
al. 2017).

The remainder of the paper is structured as follows: first a brief introduction to trade costs,
the measurement of trade costs, the impact of tariffs on the economy as well as the reason
for trade are given. Then, the modelling of tariffs in TINFORGE is described in greater detail.
The methodology is then tested on a scenario of an increase in US import tariffs on EU
motor vehicles. The paper closes with a summary and conclusion.

2 TARIFFS AND TRADE

2.1 TRADE COSTS

Trade costs are all costs incurred during foreign trade. Trade costs can be divided into (1)
trade costs incurred within the global trade chain, (2) trade costs incurred when crossing
the border, and (3) trade costs incurred behind the border.

(1) Trade costs within the global trade chain refer mainly to transport costs. To keep
these particularly low, a good transport as well as a good logistics infrastructure is
required.

(2) After transport, further costs arise at the border. Costs are incurred for documenta-
tion and compliance with tariff barriers to trade, time-consuming administrative pro-
cesses, and various other delays. Tariff barriers to trade are trade barriers in the

3 If a country reduces or increases customs duties for another country, it must do the same for all other WTO
members. Exceptions to the principle of most-favoured-nation treatment are only permitted through free
trade agreements or customs unions, through market opening for developing countries or through barriers
(punitive tariffs) for unfairly traded goods or violations of the GATT by trading partners.
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form of customs duties. Duties can be levied in the form of ad valorem duties or
quantitative duties.

(3) Finally, there are several other costs behind the border which are caused by non-
tariff trade barriers, market access restrictions, trade financing, general costs or
business barriers.

The trade costs as defined in (2) refer to tariff trade barriers as discussed in the follow-up
of this paper. Non-tariff trade barriers refer to (3). The following table gives a differentiation
between both types of trade barriers and indicates whether modelling option prevail in TIN-
FORGE.

WWW.GWS-0S.COM 8
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Table 1:

Tariff barriers

Trade barriers —examples

Short description

Modelling option in
TINFORGE

Quantity duty (on imports)

Customs duty paid per imported unit (m?,

kg, number of pieces, etc.)

No. TINFORGE only records trade
in values not in volumes.

Ad valorem duty (on im-
ported goods)

Percentage duty that is added to the import

price.

Yes. See methodology description
below.

Non-tariff barriers

Import quota/quota quan-
tity

orem or quantity duty

Short description

The granting of import licences limits im-
ports to a certain number to protect domes-

tic products

Export subsidy Subsidising exports to make domestic | No. Requires recoding.
products competitive on the world market
Export duty Customs duty on exports, either ad val- | No. Requires recoding.

Modelling option in TINFORGE

No. Requires recoding.

Import ban

The strictest variant of an import quota in

which imports are completely prohibited.

Yes.

Local-Content quota

Ratio indicating how high the share of do-
mestic value added in the end product
must be.

No. Requires |O-table information

on country levels.

Import tax

Non-tariff
which are difficult to

barriers

quantify

Technical or legal regula-
tions, quality standards,
indications of origin, pack-
aging and labelling regu-
lations, environmental

and social standards

Non-politically control-

lable barriers

Tax, either per unit or as a tax rate, on im-
ported goods

Short description

Regulations, standards, indications of
source and various others, are (non-tariff)
trade barriers, as they lead to a time delay
at the border, to more difficult market ac-
cess behind the border, to more elaborate
production and documentation and other

costly efforts, which increase trade costs.

Short description

Yes. If interpreted as ad valorem
duties (see above)

Modelling option in TINFORGE

No. Requires recoding.

Modelling option in TINFORGE

E.g. geographical barriers
(distance to trading part-
ners, no access to the

sea), cultural differences

Due to a greater distance between trading
partners, trading costs inevitably increase.
Distance or access to the sea cannot, of
course, be changed, but it still affects
trade.

Yes. Captured in the coefficient of

the gravity function of trade.

WWW.GWS-0S.COM
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2.2 MEASURING TRADE COSTS

The exact measurement of trade costs is very difficult in practice due to the many indirect
influences on trading costs. Estimates of trading costs can be divided into direct and indirect
measurements:

The direct measurement of trading costs refers to the collection of observable data or
proxy variables that are intended to make various components observable. The average
time, for instance, it takes for a good to cross the border or the monetary costs incurred in
completing and adhering to customs documents incurred at the border. Customs duties and
some non-tariff trade barriers such as import quotas can be measured, too. Other non-tariff
trade barriers such as regulations or standards are often explicitly measured by simple fre-
quency counts or hedging ratios in certain countries.

The effects of these direct measurements on trading costs are often econometrically esti-
mated using gravitation models (Anderson & van Wincoop 2001, Head & Mayer 2013) or
other quantitative approaches (Minford & Xu 2017). Some additional control variables (com-
mon language, common border, or distance between two capital cities) are added to the
econometric estimation. For the econometric estimation, however, it is elementary that qual-
itative information is made mathematically measurable.

The advantage of the econometric approach for analysing trade cost effects is its relatively
simple methodology. However, according to Anderson & van Wincoop (2004), the method
is inaccurate and problematic: Many of the subcomponents of trade costs are either partially
or completely unobservable and therefore impossible to quantify. Direct measurement ap-
proaches therefore accept sample distortions in the statistical analyses.

Indirect measurements of trade costs aim to measure trade barriers as a whole and then
to infer the extent of trade barriers to trade flows. No distinction is made between the indi-
vidual subcomponents of trade costs. In this measurement approach, trade costs are the
difference between the trade volume in a scenario of a "perfect” world without trade costs
and the observed trade volume. Here, too, an econometric estimate of the gravitation model
is used.

The advantage of indirect measurement is that no explicit definitions of trading costs are
required. At the same time, the disadvantage of this method is that policy recommendations
can only be given in a very rudimentary form since trade costs are measured globally and
thus both observable and non-observable costs are included in the measurement. There-
fore, it is not possible to say which policy measures reduces trade costs in the easiest /
most / best way.

2.3 IMPACT OF TARIFFS

Foreign trade theory teaches that trade increases welfare. The theories differ in their state-
ments about the distributional effects of trade and reasons for the formation of trade. What
all theories implicitly agree on, however, is that free trade is the best possibility among all
forms of trade. Moreover, most theories assume that there are no trade costs. At the same
time, these theories agree that an increase in trade costs through tariffs would increase
import prices and thus lead to lower trade and lower prosperity through trade.

WWW.GWS-0S.COM 10
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According to Baldwin und Wyplosz (2015), the effect of an import duty on the welfare of the
country collecting the duty remains unclear, since divergent effects are active at the same
time: on the one hand, the state makes a tariff profit and companies in this country also gain
welfare through higher domestic prices. Consumers, on the other hand, lose welfare
through higher prices and lower demand. Also, the rest of the world loses welfare because
less profit can be made from exports. Globally, customs have a welfare-reducing effect
according to these welfare analyses (Baldwin and Wyplsoz 2015, pp. 127-131).

In principle, two main effects can be identified on trade: (i) trade creation/ destruction and
(i) trade diversion/ concentration — depending on the decrease or increase of tariffs.

(i) Trade creation/ destruction

A decline/ increase of tariffs lowers/ increases import prices. Price advantages/ disad-
vantages lead to more or less trade. This is the price and volume effect of tariffs.

(i) Trade diversion/ concentration

At the same time, due to changing trading conditions, trade shifts occur. An increasing in
tariffs redirect trade flows to other countries and trade is getting more divert. A decline in
tariffs attracts trade flows to the country with lower tariffs than before — trade is getting more
concentrated.

2.4 REASONS FOR TRADE AND THE EFFECT OF TARIFFS

The theoretical effect of tariffs is as described. However, in standard trade theory, trade
costs and therefore also costs of tariffs are neglected. How do tariffs effect the reasons for
trade? This question is raised in the following by discussing the main reasons for trade as
discussed in trade theory and by combining them with the effects of tariffs.

1. Non-availability of products in importing country

Trade can be necessary just because a country cannot produce a certain product by itself.
Maybe because there is a lack of knowledge or a lack in sufficient endowment of capital,
labour, technology etc. A distinction is made here between absolute unavailability and rel-
ative unavailability of a good. Whereas in the former situation, the importing country cannot
produce the required goods at all, the latter situation describes a situation where the im-
porting country cannot produce the required goods in a sufficient quantity or quality.

In both cases, the price is not relevant for trade decisions. Quality, availability, and the
possibility of substitution of the product (within the importing country or by other trading
partners) are decisive in such a situation.

2. Comparative and absolute cost advantage

Smith (1776) and Ricardo (1817) are the founders of the trade theory on cost advantages.
Smith (1776) argued that countries that have absolute cost advantages for certain goods
(one country can produce a good with less resources than others) should specialise in the
production of these goods and sell the surplus produced abroad. Ricardo (1817) extended
Smith’s theory by introducing the principle of relative production efficiency. According to
Ricardo's two-goods-two-country example, trade can be advantageous for both countries if
each country specializes in those goods for which it has a comparative cost advantage.

WWW.GWS-0S.COM 11
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In both cases, prices are also not decisive for trade decisions, as long as a relative produc-
tion efficiency can be maintained. Production efficiency is determined as output over input
or — put differently — outcome over expenses and mainly refers in the context of Ricardo to
labour productivity.

3. Choice of product

The reason for trade is to extent the goods selection option (Linder 1961). A tariff does not
effect this trade reason, because the choice of product is not changed.

4. Market situation

Specific market situation can also decide about the extent to which trade may take place
and to which extent price effects have an impact on trade. Price elasticities and firm’s
market position as well as a firm’s strategy determine trade as well. Price elasticities
determine to which extent price changes change the demand for a certain product. The
more inelastic, the less strong are expected demand reactions on price shifts. If a firm’s
market position is strong — e.g. in a monopolistic market situation — price changes have no
effect on the demand. The more competitive the market, the higher the price effect. Last, a
firm’s strategy decides to which extent a company is willing to internalize price changes.
For example, if a firm wants to increase or maintain its market share it may be willing to
absorb price shifts induced by tariffs instead of passing them through to their customers.

Table 2: Summary of trade reasons and their implementation possibilities
in TINFORGE
Non-availability Cost ad- Choice of Market situation
vantage product
Quality Availa- | Substitution Relative pro- Price Firm’s Firm’s strat-
bility duction effi- elastic- market egy
ciency ity position
Withi  Be-
n tween
Yes Yes Yes No Yes No Yes Yes No
Captured in existence and magnitude of trade flows Captured in the co-
between countries efficient of trade

flow estimates

WWW.GWS-0S.COM 12
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3 TARIFFS IN TINFORGE

TINFORGE (Trade in Interindustry Forecasting Germany) is a world trade model which was
initially developed to forecast world trade dynamics as an input factor for the export projec-
tions in the INFORUM Input-Output-model INFORGE* (Interindustry Forecasting Ger-
many). The extension of TINFORGE with tariff information is a huge step in improving the
forecasting and simulation options of the model. Chapter 3.1 gives a brief overview about
the general structure of TINFORGE. In chapter 3.3 the tariff extensions are described in
more detail.

3.1 MODELLING TRADE AND TARIFFS

Two main streams in trade modelling can be observed: (i) classical trade models and (ii)
gravity models (Minford & Xu 2017). A rough comparison of both types of models are
given in

44 The INFORGE-Model is described completely in Ahlert et al. 2009. INFORGE belongs to the group of IN-
FORUM Models (Almon 1991) and is part of the inforum-group (www.inforum.edu.us). INFORGE is applied
among others to project structural changes and shifts in skills and occupations (www.qube-projekt.de).

WWW.GWS-0S.COM 13
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Table 3. In general, the two types are fundamentally different. Whereas the gravity model
is a demand-driven approach where trade is determined via import demand between trading
partners, distances, and cost factors such as trade costs or border costs, the classical trade
model is supply-driven. Trade is determined through the supply endowment in each country
and its productivity. Generated income is spent according to home demand. Exports takes
place when domestic supply exceeds domestic demand.

These fundamental differences are mirrored in some other features of the model: while
classical models usually assume perfect competition across the world, gravity models as-
sume imperfect market conditions. Similar with prices: gravity models assume mark-up pric-
ing by producers, while classical models assume perfectly flexible prices around the world.

WWW.GWS-0S.COM 14
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Table 3:

Determinants

Markets

Prices

Drivers

Gravity model

Demand, distance, trade costs, border
costs etc.

Limited competition across world, imper-

fect,
Mark-up pricing by producers
Demand-driven

Work-intense, high number of regres-

sions

Source. According to Minford & Xu 2017

WWW.GWS-0S.COM

Classical and gravity model in comparison

‘ Classical model

Supply factors (e.g. labour and land),
productivity

High competition across world, perfect

Average world prices

Supply-driven
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Table 4 gives an overview of German studies related mostly to the analysis of free trade
agreements. Some studies concentrate on the analysis of tariff effects alone, but mostly
tariff and non-tariffs effects are considered. Apart from Prognose (2010), all studies have
used a gravity model to estimate trade effects. The results are implemented in general in a
Computable General Equilibrium (CGE) model (Pollitt et al. 2019) based on the GTAPS®
databank to analyse the impact on countries. Data on tariffs and non-tariffs are usually taken
from the GTAP databank, from Market Access Map or other studies. Non-tariff data is prox-
ied with the OECD’s restrictiveness indicator. Tariffs are mostly measured indirectly, hence,
also direct measure approaches are applied. Some studies combined their quantitative ap-
proaches with qualitative surveys.

5 The Global Trade Analysis Project (GTAP) is a global network of researchers and policy makers conducting
quantitative analysis of international policy issues.

WWW.GWS-0S.COM 16
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Table 4: Overview of tariff related studies

Research

o 5 COMTRADE; Market None Survey
é S %) Access ©
2 % E UN Service Estimation of im- | @
§> = A Trade Data- Map port elasticities 2
a B bank
s < 5 OECD, Market Market Ac- Survey
g o 9 & £ Access cess Map 3
£ s :|> ¢ S| UNCTAD, Gravity model £
2 N 5 T 5 Map 2
e w F c GTAP CGE
- GTAP GTAP OECD rest- Gravity model
o 5 g g rictiven
& 3 ° % cHveness CGE S
o l E T indicator 5
W@ | &g
© Surveys
&2 GTAP GTAP OECD rest- Gravity model
S < %)
N %) = icti -
Q ) E rictiveness CGE 5

| 0 indicator =
@ =
S |3 |2 °
8 Surveys
5 c S WIOD Falber- ? Gravity model
g o g & E mayr ]
£ 2| S 2 2 GTAP Y CGE 2
o N :|) T 5 2018 and 2
5 £
L L == others

OECD UNCTAD - Similar to gravity
W EUROSTAT model
4 £ 3]
<) ' S ILO £
z = e
= WORLD
BANK

Source: different studies; * Oxford Economics Global Economic Model

Overall, there are considerable differences in the approaches. However, the combination of
of CGE models and gravity models seems to be superior. Survey methods are especially
used to capture non-tariff trade barriers and to evaluate the quantitative results.

In contrast, the current version of TINFORGE is only able to process tariffs product- and
country-specific. It uses a wide range of different official and international data sources. The
bilateral trade data is published by the OECD. Individual country data is taken from Eurostat,
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OECD, ILO and World Bank where available. Tariff information are taken from the UNCTAD
databank. TINFORGE is constructed like a gravity model by estimating world trade as a
function of import demand and trading costs. Changes in tariffs can be addressed directly.
The following chapter 3.2 describes in full detail the construction of tariffs in TINFORGE.

3.2 THE WORLD TRADE MODEL TINFORGE

TINFORGE has been described in its first version in Wolter et al (2014). The updated ver-
sion is documented in Ménnig & Wolter (2019). The complete TINFORGE system is shown
in Figure 1. There are 84 country models, which are pure macro models with a similar struc-
ture. The gross domestic product is determined on the demand side. As a principle, price-
adjusted values and the corresponding price indices are estimated. The nominal values are
derived by definition. Exogenous parameters are the population (UN 2019), world commod-

ity prices and exchange rates.

Domestic
Price

Figure 1: Overview TINFORGE

-~

Country Model

Economy

-

Components
of Gross
Domestic

Import Price

Weight Bilateral

Product

-

Employment

World
Trade

Export Price

Labour Market

Exogenous: Population, Raw Material Prices,
Exchange Rates, Interest Rates

Quelle: GWS

The bilateral trade module determines import prices and export demand. It connects ex-
porting and importing countries through trade flows. Currently 154 countries and one region
- Rest of World - are represented. Trade links are again differentiated according to 33 eco-
nomic sectors (ISIC Rev. 4). In world trade, each country is price taker for its imports and
offers export goods on the world market. The sum of import demand of the respective trad-
ing partners determines the export demand of a country.

The gravity equation of TINFORGE is a very simple one: The world trade shares WBXTQ
between exporting ec and importing ic countries and by 33 economic sectors i are moved
with a 4-year moving average approach. This means that trade shares are fluctuating to-
wards a long-term average that is somewhere between the historical highest and lowest
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observed shares. That indicates that trade shares are — yet — independent of trade distor-
tion.

[1] WBXTQt,i,ec,ic =
(WBXTQt—l,i,ec,ic + WBXTQt—Z,i,ec,iC + WBXTQt—B,i,ec,ic + WBXTQt—4,i,ec,ic)/4

The export of a country corresponds to the sum of the imports of its trading partners. The
same applies to the import price: The import price of a country is made up of the export
prices of its trading partners.

The import demand of the trading partners is the result of domestic production. This is de-
termined for 84 countries in country models. In addition to the nominal and real values, the
country models also determine the corresponding prices of the gross domestic product
used.

The distribution of trade flows in traded values is presented in a bilateral trade interdepend-
ence matrix WBX. The columns of this matrix show the importing ic countries and the rows
show the exporting ec countries. Export demand xc,,. is finally determined by

— \'155 33
[2] XCect = Liec=1 i=1WBXi,ec,ic,t

WBXQi,ec,ic,t
100

The domestic price development is determined by wage development and import prices.
The latter in turn corresponds to the weighted export prices of the trading partners. If these
trading partners (e.g. Norway) are countries rich in raw materials, their export prices are
more strongly influenced by the development of raw material prices, as they primarily export
this raw material (e.g. crude oil). Norway's export prices, in turn, are import prices for its
trading partners. In contrast, the export price of a country like Germany that is poor in raw
materials is only indirectly affected by raw material prices via import prices. The import price
ixigssp;. of a country results from the weighting of the export prices Ilcegssp,. of those
countries from which goods and services are purchased. By weighting the imports with the
export (sales) prices, an average import (purchase) price (always converted into USD) is
formed for the respective importer.

With WBX; ocict = * mc; o With ec,ic € (1,..,155),i € (1,..,33)

[3] ixigsspice = WBXTQecic,t * Leegsshec \ith ec,ic € (1,..,155)

bexrec

3.3 METHODOLOGICAL EXTENSION BY BILATERAL, GOODS-SPECIFIC
TARIFFS

The methodological extension of TINFORGE is related to the reformulation of the gravity
equation [1]. In chapter 3.3.1 data and design of the databank is explained. Chapter 3.3.2
than introduces the new gravity equation. What follows are some stylized facts about tariffs
and trade are presented (chapter 3.3.3).

3.3.1 DATA AND DESIGN OF DATABANK

In principle, different data sources are available for custom records. The following table
gives an overview of the different properties.
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Table 5: Overview databanks
Aggregation Bilaterale Volume Classifi-
level structure cation
Market Access Map (free High (21 sectors) | No Yes No HS 2012
access)
World Development Indicator | High No Yes Yes HS 2012

Datenbank der World Bank

WTO Tariff Download Facility | Low (6-digit) Yes, by FTA Yes No HS 2012
not by signle
countries
Comtrade Datenbank Low (6-digit) Yes No Yes HS 2012
UNCTAD Datenbank der Low (6-digit) Yes Yes Yes HS 2017
Weltbank

TINFORGE uses the World Bank's UNCTAD database because of its high level of detail,
information on both tariffs and volumes traded, and because the databank also gives bilat-
eral information. As in all databases, the classification follows the product group classifica-
tion of the HS nomenclatures.

However, two challenges are associated with the UNCTAD databank.

1. Data coverage is not all inclusive
2. Classification mismatch

Concerning the data coverage: For 48 countries out of 154 countries in TINFORGE, no tariff
data as reporting country is available. No information is available for these countries on the
duties they apply to trading partners. For instance, it is not known how high the Indian duty
rate is on EU products, but how high the EU duty rate is on Indian products. The following
table lists those countries with no tariff data.

6 Harmonised Commodity Description and Coding System (HS). The Harmonised System (HS) is a nomen-
clature of the World Customs Organisation (WCQO) for the classification of goods (services not included)
mainly for tariff purposes and for the classification of external trade data. It has been in force worldwide since
1988, revisions have been made with the HS 1996, HS 2002, HS 2007, HS 2012 and HS 2017. Since
1.1.2017 the HS 2017 has been in force. A revision takes place every five years (www.wcoomd.org).
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Table 6: List of reporting countries with no tariff data
TINFORGE posi- 3-digit country code Country name
tion
1 85 SRB Serbia
2 36 TUR Turkey
3 42 MEX Mexico
4 47 HKG Hong Kong, China
) 50 MAC Macau
6 53 IDN Indonesia
7 54 MYS Malaysia
8 55 MMR Myanmar
9 56 MNG Mongolia
10 57 PHL Philippines
11 61 BGD Bangladesh
12 62 BTN Bhutan
13 63 IND India
14 64 MDV Maldives
15 68 GEO Georgia
16 72 IRN Iran
17 80 SYR Syria
18 82 YEM Yemen
19 84 ABW Aruba
20 87 CHL Chile
21 90 GUY Guyana
22 93 SUR Suriname
23 99 HND Honduras
24 101 PAN Panama
25 105 SDN Sudan
26 106 TUN Tunisia
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27 111
28 113
29 114
30 119
31 122
32 123
33 125
34 130
35 138
36 139
37 141
38 142
39 143
40 144
41 145
42 146
43 147
44 148
45 149
46 150
47 153
48 154

CPV

GHA

GIN

GMB

CAF

GAB

ETH

SYC

ZMB

ZWE

CuB

DOM

DMA

JAM

MSR

VCT

KNA

TTO

FJI

NCL

PNG

TON

Cape Verde
Ghana
Guinea

The Gambia

Central African Republic
Gabon
Ethiopia

Seychelles

Zambia
Zimbabwe
Cuba
Dominican Republic
Dominica
Jamaica
Montserrat
Saint Vincent and the Grenadines
Saint Kitts and Nevis
Trinidad and Tobago
Fiji
New Caledonia
Papua New Guinea

Tonga

The list covers a large list of small states and islands and missing data is mostly not prob-
lematic for the intended purposes. However, also some bigger and economically more im-
portant states are listed, e.g. Mexico, Hong Kong, or India. The overall trade share of

those countries listed in
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Table 6 is around 12 percent.

The second problem with the UNCTAD databank refers to the classification mismatch with
TINFORGE. UNCTAD reports in HS but TINFORGE works with ISIC?. Therefore, to be
compatible with the bilateral trade module of TINFORGE a transition from the classification
of products to the classification of economic activities must be made. For this purpose, a
transition matrix based on the HS-2 digits and for product group 27 ("M