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I. INTRODUCTION

A widely accepted principle in international economics is that economic distortions have to be
addressed with domestic policies rather than with external policies. In practice, however, there
are numerous departures from this fundamental theorem. The adoption of protective trade
policies has been rationalized as a tool to generate government revenue, preserve domestic firms’
home market position, facilitate foreign market access, promote domestic saving, and as an
instrument to maintain an appreciated exchange rate. Successful trade reform requires the
dismantling of protection in concert with liberalization of exchange controls and rationalization
of resource allocation through correction of price distortions.

The quantification of countries’ trade orientation and degree of openness has proven to be
difficult and controversial (Edwards (1998), Deardorff and Stern (1998), Sharer and others
(1998), and Anderson and Neary (1994)). Following the Uruguay Round, countries have on
average reduced the use of tariffs, but have relied more heavily on regulatory restrictions
(including anti-dumping), price controls and technical measures to limit foreign competition.
Measurement difficulties arise when comparing different qualitative instruments and when the
effects associated with a measure depend not only on its type, but also on its effective application
(as in the cases of prohibitions and licensing requirements).

This paper studies the structure and evolution of trade protection in the Middle East and

North African (MENA) countries in the 1990s. Trade policy has evolved differently in the
MENA groupings of the Gulf Cooperation Council (GCC) economies and non-GCC economies,
given the differences in resource endowment and pressures to address external imbalances.? To
what extent have MENA countries liberalized their trade regimes? This question must
distinguish between GCC and non-GCC countries. GCC countries’ average tariff rates were
below tariff rates of, for example, the Association of South East Asian Nations (ASEAN)
countries throughout the decade of the 1990s. In contrast the 19 percent average tariff rate
maintained by non-GCC economies remains far above the single-digit rates achieved by the
ASEAN member countries during the same period. Despite the reduction of average tariffs in
both these country groupings, the tariff gap has remained constant. In addition, non-GCC
countries maintain varying degrees of quantitative controls and nontariff barriers.

Given the complex nature of the issues involved, the paper develops two measures of protection
to assess the nature and extent of trade restrictiveness. The first one follows the Index of
Aggregate Trade Restrictiveness which was developed by Sharer and others (1998) and
combines the unweighted average tariff rates and a ranking of nontariff barriers. The second

? GCC economies are Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the

United Arab Emirates. The non-GCC economies are Algeria, Djibouti, Arab Republic of Egypt,
the Islamic Republic of Iran, Iraq, Jordan, Socialist People’s Libyan Arab Jamahiriya, Lebanon,
Mauritania, Morocco, Pakistan, Tunisia, Syrian Arab Republic, Sudan, and the Republic of
Yemen.



measure of protection is an overall weighted trade restrictiveness index (OWTR) that combines
the level of tariffs, tariff dispersion, and nontariff barriers. The weights assigned to each
instrument of protection are endogenous.

The next section discusses the evolution of MENA tariff and para-tariff rates at the aggregate
and sectoral levels, presents country rankings based on the height of tariff rates, and compares
MENA region performance with the ASEAN experience. It examines the importance of nontariff
barriers and presents some rankings of countries based on the use of nontariff barriers.

Section III reports the cross-country correlations between tariffs, tariff dispersion, and nontariff
barriers. It also presents overall trade restrictiveness rankings. Section IV contains conclusions
and draws some lessons from the analysis.

II. MEASURING TRADE RESTRICTIVENESS

Trade liberalization is a complex phenomenon that includes reductions in tariff rates, suppression
of tariff spikes, reduction in the variability of tariff schedules, and cuts in nontariff barriers.
Given the variety of forces which have governed the use of trade restrictions and the pace of
liberalization in MENA countries over the past decade, a common measure of restrictiveness and
of liberalization policies is difficult to obtain. Countries have shown differing behaviors in the
use of trade restrictions calling for assessment by the type of instruments used.

A. Tariff Barriers

Tariffs include customs and fiscal duties (inclusive of general rates, most-favored-nation (MFN)
rates, rates bound under GATT/WTO, and reduced or suspended tariffs) while para-tariffs entail
customs surcharges and surtaxes, stamp taxes, and additional fiscal charges. A number of
indicators of trade restrictiveness (average tariffs, para-tariffs, and tariff dispersion) are presented
below to answer the following questions: which MENA countries are more open to foreign
competition? Is there a tendency towards trade liberalization in the MENA region? Are MENA
countries catching up with the experiences of, for example, ASEAN economies, which are
deemed to have spearheaded trade liberalization?

Average tariff rankings

Table 1 summarizes country rankings constructed from unweighted tariff to import-weighted
averages.’ Five of these country-rankings are constructed from unweighted average tariff data

? The import-weighted averages were obtained from IMF, United Nations Conference on Trade
and Development (UNCTAD), and the World Bank staff estimates. The UNCTAD and the
World Bank weights were obtained from total imports of a set of 120 developing countries in
1985. The main reason for using 1985 import figures is that actual import values underestimate
countries’ degree of protection because the share of imports attach small values to highly
(continued...)



developed by UNCTAD, the World Bank, the Organization for Economic Cooperation and
Development (OECD), and the IMF staff estimates.* The author’s estimates correspond to the
average MFN tariff rates collected from Trade Analysis and Information System (TRAINS)
database. The order of the ranking of MENA countries is from the Ieast protectionist to the most
protectionist. Despite differences in methodologies, periods used in the analysis, and criteria
employed in their construction, the rankings have important common features:

a. The weighted and unweighted tariff restrictiveness indexes are similar in most of the
cases. GCC countrigs are the least restrictive, Syrian Arab Republic, Tunisia, and Sudan are the
most restrictive countries. An exception is Morocco, which is ranked as a relatively open
economy when measured in terms of import-weighted tariff rates, but is restrictive when using
unweighted rates.’

b. The five unweighted orderings confirm the openness of GCC countries. Kuwait and the
United Arab Emirates have systematically low tariff rates (a flat rate of 4 percent in 1994-95),
whereas Saudi Arabia has the highest average tariff rate (around 12 percent) among GCC
countries. The GCC ranking has basically remained constant in the 1990s, despite the increase in
tariff rates in the United Arab Emirates from 1 percent to 4 percent in 1994 in order to converge
to the GCC common external tariff.

C. Ranking of countries with high nominal tariff protection changed between the late-1980s
and the late-1990s. According to UNCTAD data, Sudan and Egypt had the highest aggregate
unweighted average tariff rates in the late-1980s; IMF staff estimates put Syria as the most
protectionist country in the late-1990s, followed by Tunisia, Morocco, and Sudan.

Lack of convergence to global trends

The pace of liberalization of non-GCC countries has lagged relative to the experience in the
ASEAN countries, which exhibited the fastest pace of such liberalization over the past decade.
Table 2 shows that GCC countries’ MFN average rates were below ASEAN tariff rates both in
1988-1990 and in the late-1990s, a different picture emerges when examining non-GCC
countries. In the late-1990s, tariff levels in the non-GCC region remained high, far higher than
the single digit rate levels achieved by ASEAN economies and developed countries at large.
According to World Bank data, between 1991 and 1994, non-GCC countries’ mean tariff rate

protected goods. IMF staff tariff rate estimates correspond to the most recent tariff rates collected
from the literature.

* Unweighted tariff rates provided by UNCTAD, OECD, and the World Bank for MENA
countries mainly correspond to the simple average rates over al! tariff lines within each heading
belonging to the corresponding product category.

® These differences might result from the role played by the tariff measure used to calculate
weighted averages and the bias remaining when using 1985 import weights.



was twice as high as in ASEAN countries (32 percent as compared with 15 percent). In addition,
the non-GCC country tariff rates did not converge to those prevailing in the ASEAN countries
despite the tariff reductions by some MENA countries (Table 2). Mean tariff rates in the non-
GCC region declined from 28 percent in the late-1980s (UNCTAD) to 19 percent in the late-
1990s. The simple aggregate average MFN rate was about 37 percent in the late-1980s
(UNCTAD) and about 27 percent in the late-1990s for a selected subset of non-GCC countries
for which data are available (including Algeria, Egypt, Morocco, Pakistan, Sudan, and Tunisia).
Thus, despite trade liberalization by the various MENA countries, as a group they still remain
relatively more protectionist than ASEAN countries.

Intra-regional differences in the use of tariffs

Aggregate tariff rates for the region as a whole hide different tendencies in countries’ tariff
profiles. The average tariff rates in Algerta, the Islamic Republic of Iran, Jordan,

Sacialist People’s Libyan Arab Jamahiriya, Morocco, Saudi Arabia, Syrian, and Tunisia have
either increased or remained constant since the late-1980s.® In contrast, for Egypt and Pakistan
estimated mean tariff rates declined from 42.2 percent and 61.0 percent, respectively, in the mid-
1990s to 15.9 percent and 23.8 percent, respectively, in the late-1990s.”

The pace of tariff reductions has been crucially affected by macroeconomic considerations
including difficulties associated with balance of payments pressures and budget deficits. In
addition, as countries reduced quantitative restrictions, the burden of protecting domestic import
substitutes shifted to tariff rates and domestic taxes. This shift did not necessarily result in higher
protection. For example the increase in Saudi Arabia’s average tariff rate from 8 percent in the
1980s to 12 percent in the late-1990s, primarily reflecting budgetary pressures and the higher
costs of managing customs administration.® Other countries were driven by a variety of other

S For instance, average tariff rates in Syria have increased from 14.8 percent in the late-1980s to
19.9 percent and 35 percent (if including surcharges) in the late-1990s. Average tariff rates also
increased in Tunisia, despite the reduction of rates on inputs and capital goods in the mid-1990s.
See El-Naggar (1992) for extended analysis of the 1980s experience.

7 Algeria, Jordan, Egypt, Pakistan, Sudan, and Yemen are among the countries engaged in
restructuring. Algeria adopted a structural reform program supported by the IMF in 1994. The
liberalization measures included the reduction of maximum tariff ceilings from 60 percent to

50 percent in 1996 and from 50 percent to 45 percent in 1997. As part of its stabilization
program in place in the late-1990s, Jordan is in the process of reducing the maximum tariff rates
from 40 percent to 35 percent.

® This is also the case for Iran and Jordan. Iran reacted to the 1994-95 balance of payment crisis
by tightening import requirements, by imposing import bans, and restoring an import-
substitution policy. Revenue losses lay behind the slow pace of trade liberalization in Jordan in
the late-1990s and the delays in the reduction of tariff rates in 1998.



pressures. Revenue requirements due to budget imbalances, protection of key domestic sectors,
and political objectives help to explain tariff rate increases and greater protectionism in Algeria
and Morocco. Although useful as an indicator of change in trade policy, one should be cautious
when using the height of tariff rates as evidence to conclude whether or not efforts toward trade
liberalization continued, slowed down, or were reversed. The conversion of nontariff barriers to
tariff barriers explains why, for example, Morocco’s nominal tariff rates increased from

22.8 percent in 1991-94 to 25.7 percent in 1999,

Sectoral dispersion of tariff rates

The inefficiencies associated with a tariff schedule depend on the variability or dispersion of
tariff rates. A uniform nominal tariff system is less distorting than a dispersed tariff rate
structure. For a given average tariff rate, greater tariff dispersion results in larger deadweight
losses.” Moreover, uniform tariffs are preferable because they are simple to administer,
transparent, and less subject to interest group pressures (Harberger (1964}, Panagariya and
Rodrik (1993), and Panagariya (1994)). In practice, authorities do not always abide by this rule.
When designing tariff schedules, countries tend to discriminate among sectors in order to provide
differentiated rates of effective protection.

Table 3 presents the most recent data available on MENA countries’ sectoral MFN tariff rates.
Non-GCC countries practice tariff acceleration with average rates ranging from 15 percent to
62 percent. The highest rates are imposed on prepared food (62.1 percent) followed by textiles,
live animals, footwear, and headgear. GCC economies continue using uniform tariff schedules
with lower rates than non-GCC countries in all sectors. For instance, Saudi Arabia and Oman
apply low average MFN tariff rates in most sectors, ranging between 5 percent and 13 percent.
Exceptions are the prepared food categories with average rates exceeding 15 percent in Oman. 10

There is no clear pattern in the reduction of tariffs at the sectoral level during the 1990s. While
some countries such as Pakistan engaged in a systematic reduction of maximum and minimum
tariff rates in many sectors, other countries increased tariff rates in key sectors of the economy

® The size of the deadweight loss related to a country’s tariff scheme is a function of the square
of the tax rate. Uniform rates minimize efficiency cost of protection if demand elasticity across
goods is approximately the same and cross-price effects are negligible (OECD, 1997a).

19 Health and religious reasons explain the large (and for some items prohibitive) tariff rates
imposed on the prepared food sector (inclusive of alcoholic beverages and tobacco). In the late-
1990s, the prepared food sector is subject to the highest average tariff rate: 62.1 percent in non-
GCC countries and 15.4 percent in the GCC. Protection of domestic producers and the presence
of lobbies explain the high rates on textiles and other primary items in non-GCC countries. The
non-GCC countries apply a 36.3 percent tariff rate on textiles. The second highest rate applied by
GCC countries is an 11.7 percent tariff rate on live animals and product.



that offset the reduction of rates in other sectors. For instance, Morocco substantially increased
its tariffs on primary goods—especially on fats, oils, and live animals—and slightly reduced
rates on textiles. Between 1992 and 1998, Tunisia substantially increased tariff rates on footwear
and headgear while rates applying to primary goods were kept relatively constant (ranging
between 21 percent and 32.6 percent). Table 4 analyzes the impact of tariff dispersion by
calculating the standard deviation of tariffs for selected countries for which data are available;
reduction of tariff dispersion implies a reduction of effective protection. Tariff dispersion in
Morocco shrank from 30.2 percent to 13.1 percent on average between 1993 and 1997 while
Pakistan’s tariff dispersion remained constant at 22 percent between 1994 and 1998.

Since the reduction of tariff dispersion—which captures the decline of tariff spikes—can hide
increases of average tariff rates, data in Table 4 need to be viewed in concert with the average
tariff rates and other indicators of restrictiveness. Saudi Arabia illustrates the difficulties in
obtaining a single measure of trade liberalization. Tt slightly increased its tariff rates in the late-
1990s, and has the highest MFN rates among the GCC countries. However, Saudi Arabia has the
least distorting tariff system, as measured by the standard deviation of tariff rates (the standard
deviation was 3.3 percent in 1995) among all MENA countries for which data are currently
available. Egypt is another remarkable case. It has the highest levels of dispersion, with
maximum tariff rates of 70 percent in most sectors. In terms of the average MFN tariff rate,
though, Egypt is a moderately open economy compared with the other non-GCC economies.

Para-tariff measures

Para-tariff rates are usually applied under escape clause provisions, as safeguard measures (such
as antidumping and countervailing measures), or to all imports as an additional duty to raise
revenues.’! The lack of transparency and the possibility of their use on a discriminatory basis
make para-tariff measures attractive instruments for protectionist purposes. In several instances,
the level of para-tariff rates and its discriminatory application across sectors constitute an
important source of government revenue and impose substantial cost increases on key import
sectors. Specific additional taxes, sales taxes, and custom clearance charges are common para-
tariff measures used in the MENA countries.'?

11 . . .
Para-tariff measures include customs surcharges, additional taxes and surcharges such as taxes
on foreign exchange transactions, stamp taxes, statistical taxes, and sales tax levied on imports.

12 In 1994, Egypt obtained about 23 percent of total custom value through customs clearance
charges. In addition to the MFN rate, Algeria imposed on average a 64 percent specific
additional tax on imports in 1998. This tax is especially relevant on items such as machinery and
vegetable products (with rates exceeding 65 percent). In 1996, Sudanese imports were subject to
a custom clearance tax of 6.7 percent (on average) over the average 5.4 percent MFN tariff rate.
Moreover, major customs clearance rates of 15 percent and 13 percent applied to footwear,
headgear, fats, and oils.



The simplification of para-tariff measures constitutes a major step toward trade openness. As part
of the 1994--98 liberalization strategy, Pakistan unified the set of para-tariff instrauments
(including customs surcharges, preferential margin rates, and other measures exceeding

30 percent in some cases) with the sales tax on imports (averaging 14 percent).

B. Nontariff Barriers and Protection

The importance of nontariff barriers, particularly quantitative restrictions, has been growing over
time in developing countries. The MENA region is not an exception. In the mid-1990s, the
incidence of nontariff measures in MENA countries was ten times higher than that in ASEAN
countries,

Nontariff rankings and international comparisons

The quantification of nontariff barriers is difficult owing to the lack of transparency."® Some
nontariff barriers are made public through an official mandate, but others are unpublished or
informal policies that might be applied on a discretionary basis. Moreover, in many instances the
application of some official regulations constitutes a nontariff barrier, per se. For instance,
clearance delays affecting imported perishable goods due to technical regulations (such as health
inspections) work as a de facto barrier to imports. Currently, the mix of nontariff barriers applied
by MENA countries on imports is quite complex and remains far from being transparent.

Table 5 summarizes four different country rankings based on the incidence of nontariff measures
which rank MENA countries from the most open to the most protectionist. Figures were obtained
from UNCTAD and IMF staff estimates,'® and author’s computations.’® The import-coverage

13 See Deardorff and Stern (1998), Edwards (1998), Rodriguez and Rodrik (1999), Laird and
Yeats (1990), Yeats (1978). Igbal (1999) examines the theory of alternative forms of trade
restrictions.

14 The nontariff measures provided by UNCTAD and World Bank for MENA countries
correspond to the percentage of tariff lines within the corresponding product category affected by
a nontariff measure (known as frequency ratio). IMF staff estimates are based on the share of
imports, production, or the number of tariff lines subject to nontariff measures. The classification
scheme is divided in three groups: low-incidence, intermediate incidence, and high-incidence.

1> The author’s ranking uses the frequency ratio as the nontariff barrier measure. The frequency
ratios reported by the author are based on the 1996 and 1998-99 versions of TRAINS database
published by UNCTAD, containing the number of tariff lines subject to nontariff measures.
Recent data was obtained for Algeria, Egypt, Morocco, Oman, Pakistan, Saudi Arabia, Sudan,
and Tunisia. The tariff lines used in the analysis follow the six-digit Harmonized Commodity
and Classification System (HS). IMF staff estimates were used when data are not available.
Following Sharer and others (1998), nontariff barriers are classified in three groups: open, which
includes the countries with less than 5 percent of product lines subject to nontariff barriers;
(continued...)
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ratio’® and the frequency ratio are the two instruments used to rank MENA countries. These
indicators serve to identify the sectors in which nontariff barriers are especially relevant, and the
significance of nontariff barriers in the overall economy. In the late-1980s, the Iran and Algeria
ranked as the most protectionist countries as measured by frequency ratios (UNCTAD, 1994).
The use of nontariff barriers in Libya and Syria substantially increased in relation to other
MENA countries between the late-1980s and the late-1990s. In the late-1980s, Libya and Syria
belonged to the intermediate-incidence region of the nontariff measure, but moved to the more
protectionist incidence region in the late-1990s.

Composition of nontariff barriers

Quantitative restrictions and technical requirements are overwhelmingly the preferred nontariff
mechanisms employed by MENA countries (Table 6). By far the most common officially
announced quantitative restrictions are non-automatic licensing and prohibitions. For example, in
1998 Pakistan’s prohibitions applied to 48.5 percent and non-automatic licensing to 18.6 percent
of all tariff lines. In the late-1990s, about 69 percent of tariff lines in Saudi Arabia were subject
to technical requirements (product labeling, packing, testing, inspection, and quarantine). The
restrictiveness character of technical measures should, however, be measured by the biased
application of national regulatory standards to foreign goods relative to domestic goods. The cost
and the delays suffered to obtain a certification also constitute an effective technical nontariff
barrier.

Transportation costs, customs clearance procedures, import valuation, quality controls, and
financing constitute important barriers to trade liberalization in the MENA region that are not
recorded in the available databases cited above. The high cost of transportation might reflect the
presence of a domestic monopoly. Port, freight, and refrigerated containers—required for some
perishable goods—represent a cost increase of about 40 percent over the CIF price of some
perishable imports in some MENA countries such as Egypt. The presence of a domestic
monopoly on maritime shipping could also contribute to such costs. Moreover, the cost of import
clearance represents an additional effective tanff.

Most MENA countries apply domestic import valuation criteria to reduce the competitiveness of
foreign goods. Two valuation practices used by MENA countries can be identified that are not
recognized under international standards. The first one is the reference price valuation system

moderate, which includes the countries with 5 percent to 10 percent of product lines subject to
nontariff barriers; and restrictive, with frequency ratios exceeding 10 percent.

16 The import coverage ratio is an import-weighted frequency ratio indicator highlighting the
proportion of a country’s imports subject to nontariff barriers. The pre-Uruguay Round sectoral
nontariff coverage ratios were obtained from OECD (1997b) which follows the SITC
classification system.
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~ used to determine the tariff base.!” The second mechanism is the discriminatory use of exchange
rates applied to import valuation. For instance, in 1997 Syria applied a rate of LS 11.2 =
US$1.00 on several primary imports (including raw materials, wheat, rice, sugar, and tea), but a
rate of LS 43.5 = US$1.00 on imports of computers, small electronic equipment, and others.
Domestic competition policies and privatization of key sectors (such as information technology,
energy, insurance, and banking) also play an important role in Jordan, Egypt, Saudi Arabia, and
the United Arab Emirates.

Incidence of nontariff barriers

Empirical trade literature has widely used the following four methods of measuring nontariff
barriers: (a) the frequency-type methods (e.g., frequency ratio and coverage ratio); (b) price-
comparison measure; (c) quantity-impact measure; and (d) the equivalent nominal rates of
assistance (Deardorff and Stern (1998), and Yeats (1978)). Our analysis focuses on the frequency
approach and the price-gap differential. The frequency type measure follows the inventory
approach, and uses the pattern and frequency of use of nontariff instruments. The frequency ratio
measure is computed for the late-1990s from the TRAINS database and is used for comparison
with the rankings based on pre-Uruguay Round nontariff frequency ratios for the period 1990-93
(OECD, 1997b). The price-gap measure is an outcome-type measure that uses the gap between
the free trade price and the price in the presence of trade restrictions to assess a country’s
restrictiveness level.

Table 7 summarizes a broad concept of the nontariff barrier frequency ratio at the sectoral
level.’® Tt indicates that nontariff measures are concentrated on a limited number of sectors,
typically primary goods and some manufactures. For instance, for Saudi Arabia the incidence of
nontariff barriers is concentrated on live animals and products, vegetable products, and weapons,
with the frequency ratios of 26 percent, 36 percent, and 100 percent, respectively. The incidence
in most other sectors is far smaller. The imposition of nontariff barriers was more widespread in

'7 In Pakistan, customs evaluation in the late-1990s entailed comparing the items value
declaration and the official price list published by the authorities in the Valuation Manual. In
1997, tariffs in Egypt were determined using the so-called “Egyptian Tariff Code” under which
tariffs are computed using the commercial invoice presented the first time the item was imported
independently of the importer’s identity. Customs authorities use the original invoice to compute
the duty, and no price lower than the first shipment price is authorized. In practice, this implies
the applied tariffs exceed the statutory tariffs. According to U.S. authorities” estimates,
commodity price increases due to customs evaluation practices range between 10 percent and

30 percent.

'® The core concept of nontariff barriers only includes price and quantity barriers. A broad
concept of nontariff barriers also covers restrictive licensing, quotas, standards, prohibitions,
money and finance measures, price controls, a single channel for imports, and others (OECD,
1997a).
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the case of Tunisia. Indeed, Tunisia in the mid-1990s, had nontariff barriers in all tariff lines, as
measured by frequency ratios. Based on the pre-Uruguay Round import-coverage ratio (OECD,
1997b), the coverage rates ranged from over 30 percent in manufactures to over 37 percent in
primary goods; the textile sector had the highest nontariff frequency (and import-coverage) ratio
exceeding 144 percent. Notice that frequency and coverage ratios can exceed 100 percent
because a given product can be subject to multiple measures. The incidence of nontariff barriers
in Pakistan remained small. Except for weapons and works of art, frequency ratios ranged
between 0 and 7 percent. Nontariff barriers in Pakistan are also applied to prepared food, mineral
products, transport equipment, and textiles. The frequency ratio for textiles is 4.9 percent and
corresponds to prohibited textile tariff lines in 1998. Compared with the rest of non-GCC
countries, protection levels based on nontariff barriers in Pakistan are relatively small, and
remained basically constant across sectors between 1992 and 1993.

Protection levels can also be assessed through the distortionary effects of trade barriers on
domestic prices, that is, on the extent to which domestic prices depart from free trade prices. This
is known as the price-gap measure (also implicit tarlff rate) and entails computing the tariff
equivalents of nontariff barriers at the product level.'® Table 8 summarizes the price- gap results
at the product level for selected MENA countries for which adequate data are available.”® Notice
that the price-gap analysis at the product level does not capture the overall degree of
protectionism. In the early 1990s, Saudi Arabia had larger levels of protection on wheat
compared with the rest of the MENA countries, followed by Qatar with a 83.6 percent price-gap.
However, owing to adjustment in domestic prices, the effective protection to wheat fell in the
mid-1990s. Judging from the lower sectoral price-gaps, Jordan has reduced the protection levels
on primary items and Pakistan liberalized imports on wheat and sugar.

How does MENA countries’ experience with nontariff barriers depart from ASEAN
liberalization experience? As in the case of tariffs, the incidence of nontariff barriers in GCC
countries is below ASEAN rates in 1988-1990; the GCC nontariff incidence rates were

3.7 percent versus 4.3 percent in East Asia. In contrast, the incidence rate was 45.4 percent for

¥ Formally, price-gaps are defined as the difference between the price of a good produced
domestically and the price of imported perfect-substitute goods. This measure assumes:

(a) domestic and imported goods are perfect substitutes and differences are negligible in terms of
their economic value; (b) prices are comparable at the time and location dimension; and

(c) prices are obtained for each distribution stage. The assumptions are quite stringent in practice
(for example, the first assumption is usually violated when country-of-origin plays a role in
signaling product quality).

20 We used CIF import prices as proxy for domestic commodity prices, and world commodity
prices as proxy of free-trade prices. Data were obtained from the United Nations Statistics from
1990 to the latest available reports covering 1996. Products covered are wheat, maize, sugar,
coffee, tobacco, and cotton. The countries analyzed are Algeria, Egypt, Jordan, Kuwait, Libya,
Morocco, Oman, Pakistan, Qatar, Saudi Arabia, Syria, Tunisia, and the United Arab Emirates.
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non-GCC countries. In the early 1990s, while the percentage of imports subject to nontariff
measures halved in both non-GCC and ASEAN countries, the use of nontariff barriers as
measured by the incidence ratio still remained ten times higher in the former than the levels in
the latter countries.

HIL. OVERALL TRADE RESTRICTIVENESS INDEXES

Measuring protectionism is a complex task since it requires controlling for the use of quantitative
and qualitative barriers to trade. For instance, the reduction of tariff rates might be accompanied
by an increase of tariff dispersion or nontariff barriers. Therefore, an assessment of
restrictiveness Tequires integrating the effects of tariffs, tariff dispersion, and nontariff barriers.”!
Table 9 presents the correlation matrix for tariff levels, standard deviation of tariffs, and nontariff
measures for the seven countries for which data are available (Algeria, Egypt, Morocco, Oman,
Pakistan, Tunisia, and Saudi Arabia). Figure 1 presents the scatter plots between the three
variables. The average MFN tariff rate has a weak positive correlation with the dispersion of
MFN tariff rates as measured by the standard deviation. In other words, there is complementarity
between tariff levels and tariff dispersion. MFN tariff rates are moderately correlated with the
number of tariff lines subject to nontariff barriers. The correlation between MFN tariff rates and
nontariff barriers is negative (the correlation coefficient is -0.46) when Tunisia is excluded. This
suggests that MENA countries (except Tunisia) tend to use tariff rates and nontariff barriers as
substitute instruments of protection.

Moreover, nontariff barriers and tariff dispersion are moderately substitute measures (with the
correlation coefficient of -0,3). This suggests that countries with more discriminatory tariff
structures impose lower nontariff measures. If Tunisia is excluded from the analysis, the
substitution is accentuated and the correlation coefficient rises to -0.8. Summing up, the results
obtained suggest (not surprisingly) that MENA countries with greater nontariff barriers set lower
MFN rates and less discriminatory tariff structures. But, higher tariff rates move along with
greater tariff discriminatory structures.

2 Alternative indicators of overall trade restrictiveness include: (a) the structure-adjusted trade
intensity index based on the magnitude of trade (imports plus exports) to production adjusted by
some ad hoc structural variables such as per capita GDP levels and transportation costs (Chenery
and Syrquin, 1989); (b) Leamer’s openness and trade distortion indexes based on the Heckscher-
Ohlin-Vanek model (Leamer, 1988); (c) black market premium indicators (Harrison, 1991); and
(d) quantitative measures based on trade and exchange rates (Balassa, 1971, Bhagwati, 1978,
Krueger, 1978 and 1984).
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Figure 1. Tariff Levels, Dispersion, and Nontariff Barriers
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A. Overall Classification Indexes

In order to accommodate all aspects of protection, we develop two overall protection indexes.
The first one is a combined index of tariff levels and nontariff barriers, and uses frequency ratios
as the measure of nontariff barriers. The second index is an overall protection ranking based on
the weighted average of the level of tariffs, tariff dispersion, and nontariff barriers. We compare
these estimates with two complementary rankings. The first alternative ranking is based on the
standard openness ratio (import plus exports as a ratio of GDP) based on the Penn-World Table
database. The second ranking is developed by Sharer and others (1998) and is based on an
overall trade policy restrictiveness index.

The Index of Aggregate Trade Restrictiveness developed by Sharer and others (1998) at the IMF
provides a measure of protection that combines the unweighted average tariff rate and a ranking
of nontariff barriers. As a first step, countries are classified in five categories (ranging from open
to restrictive) according to the level of tariffs. For instance, a country with tariff rates ranging
between O to 10 percent is considered open, but a country with tariff rates exceeding 25 percent
is rated as restrictive. In a second step, countries are classified in three categories (open,
moderate, and restrictive) according to the use of nontariff barriers. This is a judgmental
classification based on data on the share of imports and production in total demand, the number
of tariff lines subject to nontariff barriers, and the share of trade subject to nontariff measures
(depending on the availability of data). In the third and last step, the ratings given to a country
for the use of tariff and nontariff barriers are mapped into a classification scheme providing a
unique measure for overall trade restrictiveness.

Table 10 reproduces the ten-point scale matrix of trade restrictiveness developed by Sharer and
others (1998). Consider a given level of protection as measured by the use of nontarift barriers.
Moving from “open” to “relatively open,” as measured by the level of tariff rates, means
increasing the trade restrictiveness rating of the country by one unit. Similarly, consider a given
level of protection as measured by tariff barriers. Moving from “open” to “moderate” in the
nontariff barriers axis, implies increasing the rating value assigned to a country by three units
(except that when increasing the rating from moderate to restrictive and from relatively
restrictive to restrictive, the weight increases by two).

The author develops an overall ranking that differs from the ranking of Sharer and others (1998)
in that the author uses the frequency ratio measure to classify countries in three categories
according to the percentage of tariff lines subject to nontariff barriers. For instance, a country is
rated open when the frequency ratio ranges between 0 to 5 percent, but restrictive when the
tfrequency ratio exceeds 10 percent. This classification of protection schemes is based on an
objective and standard nontariff measure.” The author adopts the weighting schemes developed
by Sharer and others {1998) to combine tariffs and nontariff measures.

%2 The use of frequency ratios to measure the presence of nontariff barriers does not capture the
intensity of the nontariff measures set by the country. The coverage ratio measure is a standard
(continued...)
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According to the author’s ranking, the levels of protection in Algeria and Morocco are similar in
the late-1990s, and Pakistan is more open (Table 11). According to Sharer and others (1998)
overall ranking, Pakistan and Algeria have similar levels of protection, and Morocco is more
protectionist.

B. Overall Weighted Trade Restrictiveness Index

Sharer and others (1998) overall trade index and the overall index formulated by the author are
based on a classification scheme that does not explicitly consider tariff dispersion as an
additional source of distortion. Alternatively, tariff levels, tariff dispersion, and nontariff barriers
can be viewed as indicators that serve to characterize a latent variable, “protectionism,” which is
unobservable, The construction of an overall trade policy index should account for these three
variables. Such an indicator, developed below, has two virtues. First, it takes the dispersion of
tariff rates into account. Second, the relative importance assigned to different types of trade
barriers does not depend on judgment, in the sense that different analysts will obtain the same
ranking when using the same database.

Let us denote the latent variable “protectionism” by the symbol (P). Protectionism is defined as a
linear combination of tariffs (T), dispersion (D), and nontariff barriers (NT):

P=o T+pD+(1- a-B)NT. (1)

The methodology for deriving the weights endogenously consists of obtaining the weights that
maximize the average correlation between the three measures and protection (P). Formally,

+ +
Mas, PLEE1* PID,P1+ pINT,P]

3
p [T, aT +$D+ (1--BINT] + 2 o [D, oT +BD+ (1--H)NT]

1
3

+ .;_ p INT, aT +BD+ (1-a-pNT].  (2)

alternative measure for nontariff barriers. However, because the coverage ratio accounts for the
value of imports subject to nontariff barriers, product lines subject to prohibitive nontariff
barriers (i.e., imports are zero) are not controlled by this measure.
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Notice that the endogenous weights and related ranking are invariant to changes of scale and
origin in the measurement of the variables (because correlations are invariant to scale and
origin).” The correlations between the trade restriction variables and the latent variable,
protection, are positive by construction {(otherwise the correlation would carry a zero weight). In
principle, the correlations should be weighted according to the distortions they generate.
However, the required elasticities and data on relative distortions are not generally available.
Furthermore, introducing additional parameters into the system and using a judgmental criterion
to weigh the relative importance of each correlation on measuring protection would weaken the
analytical robustness of the indicator.

The measure of protection (P) used for the OWTR classification for country (i) is:

P =aT +BD' +(1-0—B)NT'=0.6 T + 0.1D' + 0.3NT'. 3)

The weights are obtained by solving the maximization problem formulated above. Due to limited
data availability, this measure of protection was computed only for Algeria, Egypt, Morocco,
Pakistan, Oman, Saudi Arabia, and Tunisia >*

The correlation matrix is given by

o [T, 0.6T +0.1D+ 0.3NT]=0.9, (@)
5 [D, 0.6T +0.1D+ 0.3NT] =045,  (5)
o [NT, 0.6T +0.1D+ 0.3NT] = 0.6. )

There is a high correlation between tariffs and protection, and relatively high correlation between
nontariff barriers and protection. The correlation between dispersion and protection (P) for
MENA countries is moderate.

The OWTR index provides a tool to measure protection with minimum data requirements (the
level of tariff rates, standard deviation of tariff barriers, and the number of tariff lines subject to
nontariff measures). An alternative mechanism for accounting for protection is to use a loss
function accounting for the trade-off between tariffs, dispersion and nontariff barriers, but it is
difficult to assign weights.

¥ See Appendix I for an approach to weighted average ranking,

** Excluding Tunisia, tariffs explain 10 percent of protection, dispersion 20 percent, and nontariff
barriers 70 percent (i.e., o = 0.1, f=0.2, 1-o -f=0.7). The country ranking is the same as in the
Table 11.
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C. Comparison of Indexes

Table 11 summarizes the overall trade policy restrictiveness index developed by Sharer and
others (1998) and author’s overall indexes. The table compares the indexes with the standard
openness ratios (import plus exports to GDP ratio) for 1990 and 1992 presented by Summers and
Heston in the PWT 5.6 database (1994).%° Indexes in Table 11 are not based on welfare
comparisons but are computable, given available data and provide a more comprehensive
protection measure than the common method of only looking at tariff levels.?

Once missing countries are taken into account in the rankings, the methodologies give roughly
similar rankings but there are some important differences. For instance, Egypt appears more
restrictive than Morocco when dispersion is taken into account (author’s weighted ranking} but
appears equally restrictive when only tariff and nontariff barriers are considered (Sharer and
others, 1999 update). The reason is that Egypt has four times the standard deviation of tariff
levels of Morocco (see Table 4). According to Summers and Heston (1994), Iran and Sudan were
the most protectionists in the mid-1990s. According to Sharer and others (1998) and the author’s
ranking (1999), Iran and Syria were the most protectionist countries in the late-1990s.

IV. CONCLUSIONS

The tension between international pressures for liberalization, on one hand, and macroeconomic
pressures pushing for protectionism, on the other hand, are at the core of the recent developments
in the MENA region. Whether the balance moves toward protectionist or liberalization depends
on how governments are able to deal with domestic imbalances and regional conflicts. Up to
now, regional agreements have served as a channel to increase trade relations with developed
countries, but not between the countries in the region (El-Erian and Fischer (1996) and Fischer
(1992)).

In contrast with ASEAN economies, the paper finds that non-GCC countries’ tariff rates are not
converging toward ASEAN rates. In the mid-1990s, the incidence of nontariff measures in the
non-GCC MENA countries was ten times higher than in ASEAN countries. Moreover, the paper
obtains that MENA countries use tariffs as a complementary protection measure to tariff
dispersion, but use tariff dispersion schemes and nontariff barriers as substitute measures of

2 Dollar (1992) presents an outward orientation index based on estimates obtained by regressing
the index of a country’s relative price level on per capita GDP and other variables for

95 countries from 1976 to 1985. Pakistan and Jordan were the most open countries and Algeria,
Egypt, and Iraq were the most protectionist.

¢ For an analysis of a welfare-theoretic measure of trade restriction, see Anderson and Neary
(1994).
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protection. Tariffs and nontariff barriers are also substitutes. Specifically, excluding Tunisia, the
cross-country correlation between tariffs and nontariff barriers is -0.46, and the cross-country
correlation between tariff dispersion and the level of nontariff barriers is -0.8.

This paper takes a step toward studying the evolution and current state of trade policies in the
MENA countries. The lack of data on tariffs and nontariff barriers remains a major impediment
to objective analysis of protection policies. Further work entails exploring alternative measures
of trade protection, examining the substitutability and complementarity properties of different
trade policies, and searching for mechanisms and domestic policies to encourage greater intra-
regional trade.



Table 1. Tariff Rankings for MENA Countries

Unweighted Average Tariff Weighted Average
Tariff Rankings Tarill Rankings
UNCTAD Data World Bank UNCTAD Data World Bank IMF Data-
Based OECD Data-Based Data-Based  IMF Data-Based Author's Index Based Data-Based Based
1988-90 1993 1991-94 Most recent year 1999 1988-90 1991-94 1998
Kuwait Oman*® Saudi Arabia  Djibouti Djibouti Kuwait Saudi Arabia  Djibouti
U.AE. Kuwait*, Qatar*  Jordan Bahrain Bahrain Syria Lebanon Oman
Oman UAE.* Morocco UAE. U.AE. Algeria Algeria Bahrain
Saudi Arabia  Bahrain* Algeria Kuwait Kuwait Libya Morocco Iran
Jordan Saudi Arabia Tunisia Qatar Qatar Morocco Jordan Saudi Arabia
Syria Yemen* Egypt Oman Oman Egypt Tunisia Morocco
Yemen Algeria Pakistan Saudi Arabia Sandi Arabia Tunisia Pakistan Egypt
Libya Syria Yemen Yemen Pakistan Lebanon
Iran Jordan* Egypt Mauritania Sudan Jordan
Morocco Tunisia Mauritania Jordan Pakistan
Algeria Egypt Lebanon Lebanon Algeria
Tunisia Libya Tran Iran Yemen
Egypt Morocco Jordan Morocco Tunisia
Sudan Sudan* Pakistan Algeria Syria
Pakistan Algeria Egypt
Iran* : Sudan Libya

Morocco Syria

Tunisia Tunisia

Syria Pakistan

Sources: OECD, Market Access for the Least Developed Countries: Where arc the obstacles? OECD/GD(97)174; Foroutan, Faezeh, Does

Membership in a Regional Preferential Arrangement Make a Country More or Less Protectionist? mimec World Bank, 1998, IMF cstimates;

UNCTAD: Directory of Import Regimes, Part 1.; and 1998-99 version of TRAINS.

_OZ_
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Table 2. Simple Average Tariff Rates

UNCTAD  World Bank IMF
Mean Rates Mean Rates Most Recent Author's
1988-90 1991--94 Year Year Index
MENA Countries
Algeria 24.6 229 242 1959 242
Dyibouti n.a. n.a. 0.0 1996 n.a.
Egypt 335 422 15.9 1998 33.8
Iran 20.7* n.a. 23.0 1598 23.0
Jordan 13.8 17.6 237 1997 16.8
Lebanon n.a. n.a. 19.0 1998 159.0
Libya 18.3 n.a. 347 1596 347
Mauritania n.a. La. 12.0-19.0 1998  12.0-19.0
Morocca 23.5% 22.8 257 1999 23.9
Pakistan 58.8 61,0 238 1999 46.2
Somalia n.a. 4. na. n.a.
Sudan 56.6* n.a. 24.8-26.0 1998 54
Syria 14.8 n.a. 19.9-35.0 1996 19.9-350
Tunisia 27.3 27.6 29.9 1999 40.6
Yemen 16.2 n.a. 12.9 1998 12.9
Average total
(Non-GCC) 28.02 32.35 19.3-21.3 24.0-25.7
GCC Countries
Bahrain n.a. n.Aa. 3.0 1950 33
Kuwait 35 n.a. 42 1986 33
Qatar n.a. n.a. 3.0 1950 5.0
Oman 5.7 n.a. 5.7 1994 3.0
Saudi Arabia 122 12.1 12.3 1997 13.0
U.AE. 4.5 n.a. 4.0 1998 4.0
Average total
GCC 6.5 12.0 5.7 5.3
East Asian Countries
Hong Kong 0.0 0.0 0.0 1998 0.0
Indonesia 20.3 19.1 9.3 1998 6.0
Korea 12.9 10.1 7.9 1998 7.7
Malaysia 13.0 13.4 2.3 1998 6.4
Philippines n.a. 24.3 10.7-11.2 1998 13.34
Singapore 0.4 0.4 0.0 1998 0.05
Taiwan n.a, n.a. 11.2 1995 3.5
Thailand 40.8 37.8 18.4 1994 6.9
Average 1998
Total 14.5 15.0 8.4-8.44 5.1-5.5

Source: IMF estimates, World Bank: Recent Development Indicators, various issues, and World
Barnk, "Open Economies Work Better," Policy Research Working Paper

No. 1636.

*Data for 1984-87



Table 3. Simple Average Most-Favored-Nation Tariff Rates

Average Total
Algeria Egypt  Morocco Pakistan  Sudan Oman Saudi Arabia  Tunisia Total Non-GCC Total GCC
1998 1995 1993 1997 1994 1998 199 1992 1994 1992 1998 Most Recent Most Recent Most Recent
Live animals and products 352 289 30,1 740 618 571 157 12.2 11.1 32.5 326 334 333 11.7
Vegetable products 256 260 272 289 360 353 54 34 11.5 221 215 19.7 23.6 7.4
Fats and oils 19.1 159 190 956 592 515 33 22 12.0 256 260 28.2 22.4 7.1
Prepared food, ete. 354 2068 338 334 3504 453 232 17.5 133 282 282 50.4 62.1 15.4
Mineral products 1.6 129 11,1 84 446 399 21 6.4 12.4 17.0 272 14.6 15.1 9.4
Chemicai products 152 162 185 129 405 393 20 47 11.9 206 293 16.4 18.6 8.3
Plastic and rubber 230 221 230 227 607 357 39 5.3 12.6 319 355 22.6 26.6 8.9
Hides and skins 259 354 244 248 418 399 116 6.3 122 320 430 24.9 282 9.2
Wood and articles 274 285 216 209 485 460 26 5.0 12.8 352 364 224 26.9 8.9
Pulp, paper, etc. 212 288 294 274 606 552 33 5.0 11.9 290 340 234 27.8 8.5
Textile and articles 364 518 316 309 668 389 9.6 50 12.3 297 572 28 36.3 8.6
Footwear, headgear 407 64.8 383 319 445 432 111 5.0 12.3 00 418 314 33.0 8.7
Articles of stone 326 367 253 219 637 601 38 6.0 11.1 00 356 26.0 26.4 85
Precious stones, etc. 30.1 275 150 165 188 186 2.0 4.8 11.1 00 Q0 13.8 15.5 7.9
Base metals and products 209 220 178 171 564 524 3.0 5.0 134 221 296 20.4 23.0 9.2
Machinery 176 201 213 123 432 342 16 5.0 12.1 271 273 16.3 20.3 8.5
Transport equipment 189 310 201 144 644 619 17 5.0 11.8 306 307 219 274 8.4
Precision instrument 17.9 191 272 109 351 288 10 3.0 10.4 263 32.8 15.7 20.0 1.7
Arms and ammunition 165 283 347 323 700 650 00 5.0 7.3 00 00 19.3 24.1 6.2
Miscellaneous manuf. 376 424 350 281 564 533 114 5.0 14.0 250 414 29.1 34.1 9.5
Works of art., etc 0.0 425 147 106 571 500 00 5.0 12.0 00 00 15.0 17.9 8.5
Total 242 338 245 239 510 462 54 57 12.2 273 40.6 24.6 26.9 8.9

_ZZ—

Source: Authors' estimates from 1996 and 199899 TRAINS.



Table 4. Measures of Tariff Dispersion

Algeria Egypt Moroceo
1998 1995 1993 1997
Minimum  Maximum  Standard Minimum  Maximum  Standard Minirmum  Maximum Standard Minimum  Maximum  Standard
rate rate deviation rate rate deviation rate rate deviation rate rate deviation
Live animals and products 3 45 15.7 1 70 277 2.5 361.5 28.0 0 45 12.5
Vegetable products 0] 45 174 1 70 21.8 2.5 157 202 0 45 154
Fats and oils 5 45 154 1 70 16.2 2.5 290 115.9 2.5 40 9.6
Prepared food, etc. 5 45 15.5 1 3000 653.7 2.5 103 142 2.5 45 11.9
Mineral products G 45 10.2 5 70 13.0 0 35 1.7 0 40 7.8
Chemical products 0 45 9.0 1 70 14.0 2.5 35 122 0 40 9.4
Plastic and rubber 0 45 174 0 70 16.5 2.5 35 13.0 2.5 40 13.5
Hides and skins 5 45 17.9 0 70 21.8 2.5 35 11.0 2.5 40 124
Wood and articles 5 45 16.5 5 70 22.5 2.5 35 11.3 2.5 40 11.4
Pulp, Paper, etc. 0 45 14.5 0 70 22.3 2.5 35 11.7 0 40 12.4
Textile and articles 3 45 15.1 5 80 209 2.5 35 9.0 0 40 10.7
Footwear, headgear 0 45 9.5 30 70 10.6 i0 35 83 275 40 37
Articles of stone 3 45 13.2 5 70 19.9 25 35 11.6 2.5 40 10.5
Precious stones, etc. 0 45 15.8 1 40 16.9 -1 35 122 -1 40 144
Base metals and products 5 45 15.6 5 70 16.1 2.5 35 134 25 40 13.7
Machinery 0 45 13.2 0 70 214 2.5 35 11.9 2.5 40 10.5
Transport equipment 0 45 l6.2 0 160 369 -1 35 11.4 -1 40 14.6
Precision instrument 0 45 15.7 5 70 16.9 2.5 35 10.9 2.5 40 11.1
Arms and ammunition 0 45 15.1 0 70 17.4 2.5 35 7.4 225 40 6.1
Miscelaneous manuf. 0 45 12.9 5 70 27.2 2.5 35 11.1 10 40 7.1
Works of art., etc 0 45 0.0 5 50 18.4 2.5 35 14.1 25 40 173
Total 0 45 1.7 7 3000 1286 -1 3615 30.2 -1 45 13.1

_Ez-



Table 4 (continued). Measures of Tariff Dispersion

Oman Pakistan Saudi Arabia
1992 1994 1998 1995
Minimum  Maximum Standard Minimum — Maximum Standard Maximum Standard Minimum  Maximum Standard
rate rate deviation rate rate deviation  Minimum rate rate deviation rate rate deviation
Live animals and products 0 100 273 15.0 70.0 159 -1 65 16.2 0 20 50
Vegetable products 0 100 12.2 0.0 70.0 16.2 -1 65 153 0 20 2.5
Fats and oils 0 5 2.5 25.0 70.0 157 -1 70 204 12 12 0.0
Prepared food, etc. 0 100 30.8 15.0 250.0 287 -1 250 29.6 0 30 4.9
Mineral products 0 50 8.3 15.0 70.0 21.1 -1 65 23.0 12 20 1.7
Chemical products 0 15 1.4 0.0 80.0 17.3 -1 65 16.9 0 20 3.0
Plastic and rubber 5 15 1.6 15.0 700 18.2 0 70 19.0 12 2.1 20.0
Hides and skins 5 100 1.0 10.0 70.0 248 10 65 227 12 20 1.1
Wood and articles 5 5 0.0 0.0 70.0 24.0 0 65 217 12 20 23
Pulp, Paper, etc. 3 5 0.0 15.0 700 17.6 -1 70 18.1 0 125 8.8
Textile and articles 5 5 0.0 10.0 70.0 11.0 -1 65 151 12 20 1.4
Footwear, headgear 5 5 0.0 350 70.0 15.7 35 65 13.5 12 20 1.6
Articles of stone 5 25 4.1 25.0 70.0 12.8 25 65 114 0 12 32
Precious stones, eic. 0 5 1.0 15.0 70.0 11.0 15 65 10.2 0 12 32
Base metals and products 5 5 0.0 15.0 80.0 20.6 -1 70 19.6 12 20 3.0
Machinery 3 5 0.0 10.0 70.0 16.0 -1 70 18.8 0 20 1.2
Transport equipment 5 5 0.0 20.0 265.0 48.1 -1 265 46.1 0 20 4,1
Precision instrument 5 5 0.0 10.0 70.0 204 -1 65 17.6 0 i2 3.6
Arms and ammunition 5 5 0.0 70.0 70.0 0.0 65 65 00 0 12 6.0
Miscelaneous manuf, 5 5 0.0 250 70.0 18.0 25 63 15.6 12 20 35
Works of arl, etc 5 5 0.0 25.0 70.0 22.0 25 635 207 12 12 0.0
Total n 109 ¢.1 8.0 265.0 22.1 -1 265 22.1 [ 125 3.3

-vz_



Table 4 (concluded). Measures of Tariff Dispersion

Swdan Tunisia
1996 1992 1998
Minimum  Maximum Standard Minimum  Maximum  Standard Minimom  Maximum  Standard
rate rate deviation rate rate deviation rate rate deviation
Live animals and products 0.0 30.0 14.8 17 52 11.8 17 52 11.8
Vegetable products 0.0 30.0 88 15 43 8.1 15 43 7.0
Fats and oils 0.0 5.0 2.4 17 43 9.4 17 43 9.3
Prepared food, etc. 0.0 200.0 47.0 17 34 7.0 17 34 7.0
Mineral products 0.0 10.0 2.7 17 17 0.0 17 38 7.4
Chemical and products 0.0 0.0 6.2 17 27 39 17 43 78
Plastic and rubber 0.0 300 7.2 17 52 5.8 17 32 9.3
Hides and skins 0.0 300 134 17 43 10.3 43 43 0.0
Wood and articles 0.0 20.0 47 22 52 10.8 22 52 10.2
Pulp, Paper, etc. 0.0 20.0 5.4 17 52 10.3 17 52 10.4
Textile and articles 0.0 50.0 13.7 17 43 12.5 17 60 92
Footwear, headgear 0.0 20.0 9.8 0.0 0.0 0.0 38 43 23
Articles of stone 0.0 20.0 48 0.0 0.0 0.0 27 43 6.3
Precious stones, ctc. 0.0 20.0 6.0 0.0 0.0 0.0 0.0 0.0 0.0
Base metals and products 0.0 50.0 4.8 17 32 54 17 43 10.2
Machivery 0.0 300 32 17 52 6.4 17 52 6.5
Transport equipment 0.0 10.0 2.7 17 52 10.3 17 52 10.1
Precision instrument 0.0 10.0 2.9 17 43 11.6 17 43 104
Arms and ammunition 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Miscelaneous manuf. 0.0 70.0 18.3 25 25 0 25 43 4.9
Works of art., etc 0.0 0.0 0.0 0 0 0.0 0 0 .0
Total 0.0 200.0 13.3 15 52 9.1 15 60 157

_Sz_

Source: Authors' estimates from 1996 and 1998-99 TRAINS.
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Table 5. Nontariff Measures' Rankings

UNCTAD IMF Author
1938-1990 1999 Most Recent
Kuwait Low-incidence Low-incidence
Saudi Arabia Bahrain Bahrain
Sudan Djibouti Djibouti
Libya Mauritania Mauritania
Pakistan Qatar Qatar
Morocco UAE. Egypt
Syria Intermediate-incidence Pakistan
Egypt Algeria Oman
Tunisia Egypt Intermediate-incidence
Algeria Jordan Algeria
Iran Kuwait Egypt
Lebanon Jordan
Morocco Kuwait
Oman Lebanon
Pakistan Morocco
Saudi Arabia Saudi Arabia
Sudan Sudan
Tunisia Yemen
High-incidence High-incidence
Iran Iran
Libya Libya
Syria Syria

Sources: Foroutan, Faczeh, “Does Membership in a Regional Preferential
Arrangement Make a Country More or Less Protectionist?” mimeo World Bank,
1998; IMF staff estimates; and UNCTAD: Directory of Import Regimes,

Part 1. Author’s data was obtained from the 1996 and 1998-99 TRAINS database.



Table 6. Nontariff Barriers Distribution

(In percent)

MENA Countries (Non-GCC) GCC Econormies

Algeria Egypt Morocco Pakistan Tunisia Saudi Arabia  Oman

Nontariff Mcasures 1992 1998 1994 1994 1993 1998 1993 1995 1999
Quantitative Restrictions 59.8 974 48.1 96.3 75.0 67.1 77.1 30.0 98.7
Prohibitions 598 0.0 48.1 1.8 46.8 48.5 0.0 19.1 21.8
Non-automatic licensing 0.0 97.4 0.0 94.5 28.2 18.6 7.1 10.8 76.9
Price Control Measures 0.0 0.0 0.0 375 0.0 0.0 13 0.0 0.0
Administrative pricing 0.0 0.0 0.0 375 0.0 0.0 1.0 0.0 0.0
Variable charge 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0
Monaopolistic Measures 0.0 2.0 0.0 24 2.1 0.9 12 1.2 0.0
Technical Measures 39.2 0.0 519 0.0 229 20.9 202 68.9 0.0

Source: Authors’ computations from 1996 and 1998-99 TRAINS database
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Table 7. Frequency Ratio Using the Broad Nontariff Barriers Concept

Algeria Egypt Morocco Pakistan Tunisia Sandi Arabia  Oman

1992 1998 In percent 1992-95 1994 1993 1998 In percent 1992 1995 1992
Live animals and products 30,5 480 17.5 0.3 9.3 4.8 4.8 0.0 0.4 26.2 0.0
Vegetable products 04 45.1 44.6 0.0 4.6 36 3.4 -0.2 68.4 36.3 56
Fats and oils 6.6 43.7 37.0 0.0 6.8 34 43 0.9 429 1.5 0.0
Prepared food, etc 5.8 8.2 2.4 0.6 7.3 6.9 6.9 0.0 94.9 23.0 83
Mineral products 0.0 0.0 0.0 00 37 7.8 6.1 -1.7 70.2 0.0 0.0
Chemical products 0.2 0.0 -0.2 0.8 0.7 4.1 41 0.0 173 10.8 6.9
Plastic and rubber 0.0 0.0 0.0 0.0 1.8 1.0 1.0 0.0 i74 0.0 43
Hides and skins 0.0 0.0 0.0 0.0 09 1.9 1.9 0.0 65.6 13.3 0.0
Wood and articles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 26.8 0.0 0.0
Pulp, paper, etc. 0.3 0.0 -0.3 0.0 0.0 0.6 0.6 0.0 61.9 33 12.8
Textile and articles 0.1 0.0 0.1 0.0 20.3 49 4.9 0.0 144.5 1.3 0.0
Footwear, headgear 0.0 0.0 0.0 0.0 11.0 0.0 0.0 0.0 80.6 0.0 0.0
Articles of stone 0.7 0.0 -0.7 0.0 2.1 03 03 0.0 249 0.0 0.0
Precious stones, etc. 0.0 0.0 0.0 0.0 0.7 43 0.9 -34 97.0 7.8 38
Basc metals and prod. 0.1 0.0 -0.1 0.0 0.4 0.0 0.0 0.0 21.2 0.0 0.0
Machinery 0.0 0.0 0.0 0.0 1.1 0.6 0.5 -0.1 22.4 0.0 34
Transport equipment 0.0 0.0 0.0 0.2 14.9 5.8 51 -0.7 59.2 0.9 0.0
Precision instrument 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.0 178 0.3 0.0
Arms and ammunition 0.0 0.0 0.0 0.0 0.0 48.2 482 0.0 100.0 100.0 105.9
Miscellancous manuf. 0.6 0.0 -0.6 0.0 0.8 0.4 1.1 0.7 43.8 1.4 0.0
Works of art., etc 0.0 0.0 0.0 0.0 0.0 18.8 18.8 0.0 857 0.0 16.7
Total 0.6 5.1 4.6 0.1 5.7 3.0 2.9 -0.1 50.9 7.1 3.1

-S‘Zo

Source: Authors' estimates from 1996 and 1998-99 TRAINS



Table 8. Sectoral Price-Gap Measures

Wheat Maize Sugar Coffee Tobacco Cotton

1990- 1995~ 1990- 19935- 1990- 1995- 1990— 1995~ 1990- 1995~ 1990- 1995~
Imports 1992 1996 Change 1992 1996 Change 1992 1996 Change 1992 1996  Change 1992 1996 Change 1992 199¢  Change
Algeria 6.6 322 256 6.3 10.1 38 R7.2 545 -32.7 228 1.9 -20.9 -55.7 “41.1 14.6 3.0 17.1 14.1
Egvpt 183 169 -1.4 26 4.9 23 669 273 -39.5 149 206 5.7 -29.9 -9.8 20.1 -160 814 -65.4
Jordan 426 212 404 7.3 1.2 6.1 629 589 4.0 209 209 0.0 30.7 1.0 -29.7 277 00 27.7
Kuwait 81.2  21.0 -60.2 211 167 4.4 479 1072 59.3 1431 117.% -25.1 na. na. na. -584 503 8.0
Libya 30.1 n.a. n.a. 68.5 na. n.a. 67.7 n.a, n.a. 19.3 n.a. n.a. n.a. n.a. n.a. 41.8 na. n.a.
Morocco 10.5 10.2 -0.2 8.0 4.6 -3.4 17.3 118 -5.5 233 8.2 -15.1 -32.6 -234 92 -19.9 0.1 10.8
Oman 48.0 9.0 -39.0 212 758 -97.0 1093 1265 17.2 88.3 856 2.7 -6.9 148 216 n.a. 109.1 I.a.
Pakistan 63.2 161 -471 214  -R20 -60.7 89.4 485 -40.9 na 1083 na. na 309 n.a. 5.0 -34.6 -39.6
Qatar 836 n.a. na. 386 n.a. n.a. 1489 na n.a. 1809 na. n.a, na. na n.a. -53.8 na n.a.
Saudi Arabia 2361 762 -1599 228 -182 -41.0 96.2 69.4 -26.7 1553 1106 -44.7 n.a. -52.3 n.a. =575 541 34
Syria na.  -100.0  na n.a. 0.2 n.a. n.a. 238 n.a. n.a. 17.4 n.a. n.a. 18.9 n.a. na 8118 n.a.
Tunisia 25 12.8 10.3 8.9 4.9 4.0 455 386 -6.9 183 522 33.9 n.a. na. n.a. -11.5  na n.a.
UAE. 826 na na. 228 na n.a. 96.2 n.a. n.a. 1553 na n.a. na. na. na. 408 na n.a.
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Table 9. Correlation Matrix

Standard
Correlation Matrix Tarifl Deviation NTB

Correlation matrix for Algeria, Egypt, Morocco, Oman,

Pakistan, Tunisia, and Saudi Arabia when using the most
recent available data

Tariff 1

Standard deviation 0.23 1

Nontariff barrier 0.32 -0.35
Correlation matrix when excluding Tunisia

Tariff 1

Standard deviation 0.43 1

Nontariff barrier -0.46 08
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Table 10. Overall Trade Restrictiveness Index

Tariff Restrictiveness Nontariff Restrictiveness
Classification Classification
Level Average NTB Level Frequency Ratio
Frequency Ratio Tariff Range (Sharer) (Author)
(In percentage) (In percentage)

Open 0 <t<10 Cpen 0<f<5
Relatively Open 10<t<15 Moderate 5<f<10
Moderate 15<t<20 Restrictive >10
Relatively Restrictive 20<t<25
Restrictive > 25

Source: Sharer and others (1998), and author

Weighting Scheme for Overall Trade Restrictiveness

Nontariff Barriers

Open Moderate Restrictive
Tariff
Open 0+1=1 1+3= 4 4+3 =7
Relatively open 1+1=2 2+3=5 543= 8§
Moderate 2+1=3 3+3= 6 6+3=9
Relatively restrictive 3+1=4 4+3=7 7+3=10
Restrictive 4+1=5 543= 8 §+2=10

Source: Sharer and others {1998}



Table 11. Trade Orientation and Openness: Overall Rankings

Penn-World Table Sharer Overall Authors' Overall Authors” Weighted
Ranking Ranking Ranking Ranking
1990 1992 1999 1999 1999
Bahrain (88) Mauritania Dijibouti, Qatar, U.AE. Djibouti, Oman, Qataz, U.AE. Oman
Jordan Tunisia Bahrain Bahrain Saudi Arabia
Djibouti (87) Egypt Mauritania Mauritania Morocco
Mauritania Syria (91) Oman, Kuwait Kuwait, Sudan Algeria
U.AE (89 Moracco Saudi Arabia, Yemen Saudi Arabia, Pakistan, Egypt, Yemen Pakistan
Kuwait (89) Algeria Yemen Lebanon, Jordan Egypt
Tunisia Pakistan Lebanon Algeria, Morocco Tunisia
Qatar (89) Iran Pakistan, Jordan, Algeria  Tunisia, Iran, Syria
Saudi Arabia (89} Sudan Morocco, Sudan, Egypt
Oman (89) Iran, Syria
Yemen
Egypt
Syria
Morocco
Iraq
Alpgeria
Pakistan
Iran
Sudan

Source: Summers and Heston Penn-World Table database, Sharer and others (1999), TRAINS database and authors’ computations.
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Weighted Average Ranking

The weighted average ranking is an overall protectionist ranking based on the weighted average
of the level of tariffs (T), tariff dispersion (D), and nontariff barriers (NT). Formally, weights &
and [ are obtained by maximizing the average correlation with overall protectionism oT +fD+

(1-o -B)NT, which is equivalent to:

Maxqg [T, P]+ o [D, P] + p [NT, P]
= p [T, oT +BD+ (1-a -B)NT] + o [D, oT +BD+ (1-a -B)NT]
+ p[NT, oT +BD+ (1-o -B)NT]

ac? + BeoW(T, DY+ (L-a - B)cov(T, NT)

+

GTJaza% +82h + G-~ BYckr +208 cov(T, D)+ 2a(l - & — B)cov(T,NT)+ 28(1 - & - B)coW( D, NT)
Hob + acov(D, T+ (1- & — Beov(D,NT)
aDJaza% + Brop +{l-u- B ok + 2af cov(T, DY + 2a(l — a — B)eov(T, NT) + 28( — a — fyeov(D,NT)

+ (l—a—ﬂ)aiq- + @eov(NT,T) + feow(NT, D)
amJaza% + Blad v (- - BPakr + 2afoov(T, DY + 2a(l - — Brcow(T, NT) + 28(1 -t — f)cov(D,NT)

We obtain the weights {o,p} from the first order conditions

dip[ TP+ p[D,PI+p [NT,Pl}_ . d(p[L,P]+p[D,PI+p[NLPY}_
da dap

The two-equation system was solved using Mathematica. The standard deviation for tariffs is or
= 14.7, the standard deviation of tariff dispersion is op = 44.4, and the standard deviation of
nontariff barriers 1s ont = 17.9. Covariances are given by orp = 165.97, 6 pnr =-201.4 and or,
xt = 81.6 with Tunisia. If Tunisia is excluded, the standard deviation for tariffs is ot = 14.6, the
standard deviation of tariff dispersion is o = 47.7, and the standard deviation of nontariff
barriers is onr = 2.5. Covariances are given by orp = 247.2, op,nt = -13.8 and o1 nt = -80.5.
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