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Il. An overview of recent socio-economic development in LLDCs including impact of
COVID-19 pandemic

The section will analyse recent developments in the social and economic situation of the LLDCs
including progress made by LLDCs on the SDGs and the impact of COVID-19 pandemic on
these countries. The analysis will integrate gender and human rights.

Robust economic growth in many of Asia’s LLDCs during the first half of the VPoA
implementation period allowed for significant strides in poverty reduction, particularly among
Asia’s landlocked least developed countries (LDCs).! However, these countries as a group were
falling short of the expected progress for the year 2021 in the seventeen Sustainable Development
Goals (see figure 1). While they have made some progress towards reaching Goals 1 (no poverty)
and 3 (good health and well-being), they have regressed in efforts to realize Goals 12 (responsible
consumption and production) and 13 (climate action) and made almost no progress on Goal 6
(clean water and sanitation). Furthermore, insufficient or dated data availability makes it difficult
to gauge the progress in Goals 5 (gender equality) and 16 (peace, justice and strong institutions).

Figure 1: Snapshot of SDG progress made by Asian LLDCs, 2021

! There are 12 landlocked developing countries in the Asia-Pacific region: Afghanistan, Armenia, Azerbaijan, Bhutan,



Source: ESCAP Asia-Pacific SDG Gateway. https://data.unescap.org/data-analysis/sdg-progress/ (accessed on 2
March 2022).
Note: The progress is assessed based on latest data from ESCAP Asia-Pacific SDG Gateway. Data only partially
captures the impact of the COVID-19 pandemic. For most indicators, data collection dates are 2019 or before (i.e.,
pre-pandemic).

The prospects to achieve the Goals by 2030 have worsened since the onset of the COVID-19
crisis.2 For example, the pandemic has pushed an estimated additional 7.0 million people into
poverty in these countries, based on an income poverty line of $3.20 a day in 2021 (see figure 2)
despite the goal of eliminating all forms of poverty by 2030 (Goal 1). Unemployment increased









Despite investments in energy infrastructure by LLDCs in the Asia Pacific region, progress
across most of the targets for SDG 7 falls short of the pace needed to achieve them. To address
this, ESCAP has been supporting LLDCs in expanding energy access, and renewable energy,
while enhancing energy efficiency. Through the National Expert SDG Tool for Energy Planning,
ESCAP has partnered with several LLDCs to develop national SDG 7 roadmaps to optimise the
types of technologies and policies to close the remaining gaps and identify the estimated
investment requirements. SDG 7 roadmaps have been completed for Nepal and Bhutan and are
being completed for Lao People’s Democratic Republic, Kyrgyzstan and Tajikistan. In addition,
four more LLDCs are expected to join this initiative under a project supported by the
Development Account 14" tranche.

In addition, at the 77" Commission Session, ESCAP member States endorsed the Regional
Roadmap on Power System Connectivity. This offers a vision and set of strategies to interconnect
the region’s grid and promote cross-border power trade. Many LLDCs in Asia have significant
untapped potential for developing renewable energy resources, but insufficient domestic demand
to justify this development. Cross-border power system integration can support the development
of renewable energy while also offering export opportunities for LLDCs such as Bhutan, Lao
People’s Democratic Republic, Mongolia, Nepal and Tajikistan.

In terms of ICT connectivity, following the recommendations of the Committee on Information



toolkits were pilot tested at the three interstate corridors in Central Asia regions, namely: (1)



Figure 4: Export value (index at 100 at 2010) in Asian LLDCs, by economy (2010 -2020)

Source: ESCAP based on WTO data (https://stats.wto.org/), accessed March 2022

Throughout the period, merchandise trade in Asian LLDCs has been very volatile. The COVID-



Figure 5: Trade cost of Asia-Pacific subregions and LLDCs with major developed markets

Source: ESCAP-World Bank Trade Costs Database, online available at https://www.unescap.org/resources/escap-
world-bank-trade-cost-database.




Source: ESCAP based on https://untfsurvey.org data, accessed March 2022.

ESCAP has assisted several LLDCs in joining the Framework Agreement on Facilitation of
Cross-border Paperless Trade in Asia and the Pacific. ESCAP organized a webinar on 20 October
2020 to help officials of the State Customs Committee of the Republic of Uzbekistan better
understand implementation issues in paperless trade. ESCAP has also provided technical
assistance to Mongolia and Tajikistan in their completion of domestic procedures for accession
to the Framework Agreement in 2020, under the accession/ratification accelerator programme.
ESCAP also provided capacity building for public and private sector stakeholders from five
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Source: ESCAP based on data from ILOSTAT (accessed on 3 March 2022).

However, the trends reveal that several Asian LLDCs may suffer from premature de-
industrialisation, whereby the share of manufacturing peaks at a lower level of GDP as compared
to earlier industrialisers. Even within industry, there has been limited upgrading of production
structures in LLDCs, whereas other developing countries have made greater strides in producing
more complex products. A measure of production capacities, the Economic Complexity Index,
indicates that, in relative terms, Asian LLDCs are currently less capable of producing
sophisticated and complex products as compared with two decades ago.?? Moreover,
transformation towards services often does not result in widespread productivity gains either, and
hence its contribution to poverty reduction is limited, as new job opportunities are in services
characterised by low productivity.

Priority 6: Means of implementation [MPFD, SONCA]

Public and private resource mobilisation is critical to ensuring VPoA’s effective implementation
and impact. However, since the COVID-19 pandemic, countries across the Asia-Pacific region
including the LLDCs have experienced rising debt levels and reduced fiscal space. For the
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economic and environmental implications of selected policy scenarios in both beneficiary
countries.

In relation to rising debt levels and addressing debt distress, ESCAP has published materials and
policy notes on debt-for-climate swaps as a tool to tackle debt burdens while achieving
development and climate outcomes. ESCAP will hold a regional debt conference in April 2022
which will convene debtors and creditors to discuss and explore sustainable regional and national
options and strategies to address the debt stress vulnerabilities of ESCAP member States and
associated members associated to both the COVID-19 pandemic and to climate risks. The lessons
from this conference, which will also discuss innovative instruments such as debt for climate
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Accede to the Framework Agreement on Facilitation of Cross-border Paperless Trade at the
earliest to improve trade connectivity in the region and beyond, and development partners
are requested to extend their support to LLDCs in their accession to the Framework
Agreement and its implementation. To assist Asian LLDCs in their accession, ESCAP has
established the online guide for self-assessments of legal and technical readiness on cross-
border paperless trade.

Priority 4: Regional Integration and cooperation

Asian LLDCs need to enhance regional integration among neighbouring countries and strengthen
cooperation with relevant regional and international entities, especially in the priority areas of
the Vienna Programme of Action. Countries can utilize existing regional and subregional
platforms to demonstrate their readiness to coordinate actions and policies. A coordinated
approach, especially in the development of cross-border systems, can facilitate flows of goods,
services, capital and people, which are essential to socioeconomic development in LLDCs.
Additionally, LLDCs need to reinforce their ownership of the regional platforms and resources
made available to support them. These infrastructures that have been put in place needs to be led
by and respond to the needs of the LLDCs.

Priority 5: Structural economic transformation

To advance structural economic transformation, Asian LLDCs will need to accelerate economic
diversification to reduce dependence on the extractive sector, together with the related policy of
strategizing FDI towards more value-added activities, such as manufacturing. This will help
prevent and mitigate the risk of premature de-industrialization, or even a “primitivisation” of the
industrial base. The emphasis should be on improving productive capacities and facilitating
business for the private sector. Special economic zones are an effective strategy for attracting
FDI to desired industrial sectors and for speeding up development. Rural modernization is of
particular importance for Asian landlocked LDCs where agriculture employs a significant share
of the labour force. Efforts should be made to increase labour productivity in agriculture by
modernizing the s= @CO



