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Table 1: Border Trade Costs 

 
Sub-Saharan 

Africa 
East Asia 
& Pacific South Asia 

Latin America 
& Caribbean 

Documents for export 
(number) 

8.2 6.9 8.1 7.3 

Time for export  
(days) 

40 23.9 34.4 22.2 

Cost to export (US$ per 
container) 

1,561 885 1,236 1,068 

Documents for import 
(number) 

12.2 9.3 12.5 9.5 

Time for import (days) 51.5 25.9 41.5 27.9 

Cost to import (US$ per 
container) 

1,947 1,037 1,495 1,226 

Source: World Bank, Doing Business 2007. 

Infrastructure influences not only absolute, but comparative, advantage. Differences 
between countries in the quality of infrastructure services help to explain differences in total 
factor productivity. These impacts on productivity vary across sectors, depending on how 
intensively each sector uses infrastructure services and how reliant it is on the quality of 
infrastructure services (and the availability of technology for alternative production 
processes). Thus, patterns of specialization and trade are determined in part by the 
influence of infrastructure service quantity and quality on comparative advantage. Hummels 
and Skiba (2004) estimate that a 10% increase in product price leads to an 8.6% fall in the 
ad-valorem transport cost. Thus, transportation costs alter the relative prices of different 
quality goods, indirectly changing the composition of trade. 

Limitations in factor endowments may be mitigated by infrastructure services, also affecting 
the dynamics of comparative advantage. In different production processes, infrastructure 
services may serve either as complements to, or substitutes for, physical inputs. The 
significance of factor endowments in determining comparative advantage may thus be 
modified by infrastructure development (Brooks and Leuterio 1997; Yeaple and Golub 2002).  

Hummels (forthcoming 2009) looks at four types of recent changes in the composition of 
trade and their effects on demand for transportation: (1) changes in the ratio of weight to 
value of traded goods, (2) demand for timeliness and the shift towards increased air shipping, 
(3) new trade flows (both of products and geographical routes) and variation in the size of 
shipments, and (4) production fragmentation. The relationships are complex since the 
developments are interlinked. For example, declining weight/value ratios and vertical 
specialization in the fragmentation of new production supply chains generate new trade 
flows and patterns which have spurred the rapid growth in Asian air cargo shipments. 

When infrastructure development lowers the marginal cost of trade, there can be increases 
in exports at both the extensive and intensive margins. The expansion at the extensive 
margin (of new products, to new destinations), typically through small shipments from small 
firms, influences the types of infrastructure services demanded differently than does the 
deepening of existing trade flows. This is especially true for transportation infrastructure 
demand. When the new markets are inland, air transport may be a viable alternative to a 
combination of sea and land freight to avoid and reduce potential port congestion, noting that 
the shipping time savings are positively correlated with the shipping distances involved.  

The surge in oil prices during 2008 raised shipping (and therefore import) costs, shifting the 
balance in favor of domestic producers and inflation. Changes such as this can have a 
double or greater impact on products in international supply chains as both imported inputs 
and exported final products register higher prices. For example, Chinese steel produced with 
iron ore imported from Brazil and exported to the US was hit twice by higher fuel charges. 
The impact is obviously greater where the goods (or their imported components) are shipped 


