WTO INPUT FOR UN-SG REPORT ON VPOA 2021
1.1 Introduction

Landlocked Developing Countries (LLDCs) face specific challenges to economic development due to
remoteness including lack of sea access, distance from international markets, high transit cost
amongst others, which also make their exports relatively uncompetitive. The effect of those
challenges is sure to be more pronounced in the wake of the COVID-19 global pandemic. Border
closures and social distancing measures instituted by governments across the world to combat the
pandemic have caused a severe reduction in economic activity, the effect of which is likely to have
added to challenges already being faced by LLDCs.

With only 3 years left in the implementation period of the Vienna Programme of Action (VPoA) for
LLDCs, the regression the pandemic has brought is a major setback. Consequently, there must be
an intensification of efforts from all stakeholders to recover and achieve meaningful progress by
2024. According to UNDESAZ, in 2020, global economy declined by 4.3%, and LLDCs’ economies are
estimated to contract by 2.4%.

In implementing the VPoA, the WTO has a clear and important role to play — especially regarding
Priority 3 on international trade and trade facilitation. The VPoA outlines precise actions that the
LLDC themselves, transit countries, and development partners must take to support the economic
development of LLDCs. The continuous and full implementation of the WTO’s Trade Facilitation
Agreement (TFA) is central to ensuring LLDCs can fully participate in the multilateral trading system.
More so, Aid for Trade being a key pillar of the TFA is equally critical to LLDCs especially in the wake
of the pandemic. This report examines these issues as well as long term trends in trade for LLDCs,
the impact of COVID-19, and the status of implementation of priority 3 of the VPOA on international
trade and trade facilitation from the WTO perspective.

1.2 Trends in Trade

LLDCs were net exporters of merchandises between 2011 and 2014 exporting as much as $260
billion in 2014 and importing $257 billion in the same year. 2015 onward saw the trajectory change
with LLDCs becoming net importers of merchandise. In 2019, LLDC’s goods trade deficit was $41
billion, a 35% increase from 2018. Merchandise trade has been very volatile in LLDCs over the past
decade (figure 1), with a series of negative swings between 2013 and 2016. Between 2014 and
2015, LLDC exports declined by as much as 31% year-on-year. Export growth slowed between 2018
and 2019 by -2%, which will likely make economic recovery for LLDCs in the wake of the pandemic
even steeper. The trend line for LLDCs imports is similar to the export trend; between 2014 and
2016, imports fell by 16%. Equally, import growth slowed between 2018 and 2019 to 4% from a
high of 13%o.

1 https://www.un.org/ohrlls/events/impact-covid-19-landlocked-developing-countries-lldcs-and-
implications-resilient-recovery



Figure 1: Percentage Change in Merchandise Trade for LLDCs (2011 -2019)

Source: WTO Secretariat

This negative merchandise import and export trends were worsened by the COVID-19 pandemic. As
of April 2020 (figure 2), LLDC exports were 40% lower than in April 2019, which is almost twice the
COVID-19 induced decline for world exports. As the world trade recovered towards the end of 2020,
LLDC exports continue to decline by as much as 8% while global exports grew by 7%.

Figure 2: Monthly evolution of LLDC and World Exports

LLDCs commercial services exports and imports have also experienced challenges over the past
decade. In 2019, LLDCs commercial services trade deficit was $11 billion, a 43% reduction from
2018. Commercial serw3dvnlcial hilel.7.



Figure 3: Percentage Change in Commercial Services Trade (2011 - 2019)

Source: WTO Secretariat

The COVID-19 pandemic poses unforeseen challenges to the multilateral trading system. LLDCs are
especially vulnerable to the pandemic’s negative effects as they possess relatively weak health and
social safety nets, and struggle to mobilize needed resources to address the pandemic and fund a
strong and inclusive economic recovery. It is equally concerning that, given the high number of
people employed in the informal sector of LLDC economies, COVID-19 containment measures will
have a greater economic impact on the population.



Figure 4: Evolution in share of global exports (merchandise) and share of global exports
(services)

Source: SDG Trade Monitor https://sdgtrade.org/en



https://sdgtrade.org/en

Figure 5: Average tariff faced (incl. preferences) in Developed regions (MDG) on all
products
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Source: SDG Trade Monitor https://sdgtrade.org/en

Even though the percentage of LLDC exports to the developed regions which faced tariff increased
in the past decade, we observe from figure 6 that share of exports admitted duty free to developed
regions for LLDCs actually increased by 3.6% between 2010 and 2019. Again, the reasoning being
that an increased share of exports entering developed regions’ market duty free is indicative of
expanding economic opportunities for LLDCs.

Figure 6: Share of exports admitted duty free to Developed regions on all products
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Source: SDG Trade Monitor https://sdgtrade.org/en

To show consistency in the effect of the increasing challenges experienced by LLDCs exports, we
observe that the share of merchandise exports over GDP for LLDCs have decreased by 11.5%
between 2011 and 2019. This is not encouraging as an increase in the share of exports of goods in
domestic production is indicative of the significance of trade in the economy. Fortunately, though,
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the share of services export over GDP for LLDCs increased by 0.3% between 2011 and 2019 — even
though minuscule, the increase is sig
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In December 2013, after almost a decade of intense negotiations WTO members concluded



Figure 9. Implementation Progress of the Trade Facilitation Agreement

Source: TFAD (Trade Facilitation Agreement Database) www.tfadatabase.org







Figure 12. Measures with the lowest implementation rates in LLDCs (March 2021)
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Source: TFAD (Trade Facilitation Agreement Database) www.tfaddatabase.org

Implementation rates also vary in transit countries. Transit countries have also been successful in
the implementation of 5.2, 9, 10.5, 10.6, and 10.9 as before, with current implementation rates
between 91.1% and 86.8%. As with LLDCs, articles 7.4, 8, 5.3, 7.7, and 10.4 are also the measures
with the lowest implementation rates in transit countries. As before they are flagged for
implementation upon receipt of capacity building support. Figure 13 and 14 below detail measures
with the highest and lowest implementation rates in transit countries as of March 2021.

Figure 13. Measures with the highest implementation rates in transit countries (March
2021)
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Source: TFAD (Trade Facilitation Agreement Database) www.tfaddatabase.org




Figure 14. Measures with the lowest implementation rates in transit countries (March
2021)

Source: TFAD (Trade Facilitation Agreement Database) www.tfaddatabase.org

The WTO and partner agencies recognize the importance of technical assistance in the
implementation of the TFA, including in LLDCs and transit countries. The TFA notifications set out
the technical assistance needs for the category C provisions. LLDCs have identified human resources
and training, legislative and regulatory frameworks, and information and communication
technologies as their primary concerns, in order of importance (figure 15). For transit countries
human resources and training, information and communication technologies, and legislative and
regulatory frameworks are of primary importance, followed closely by infrastructure and equipment
(figure 16). The TFA also established a Trade Facilitation Committee in the WTO which serves as a
forum to discuss problems regarding implementation; review progress in provision of TACB; share
experiences and information; and review notifications. The Committee is required to meet at least
once a year

The WTO Trade Facilitation Agreement Facility (TFAF) was created at the request of developing and
least-developed country (LDC) Members to help ensure that they receive the assistance they need
to reap the full benefits of the Trade Facilitation Agreement (TFA). The TFAF assists Members through



Figure 15. Types of Technical Assistance requested by LLDCs (March 2021)

Figure 16. Types of Technical Assistance requested by Transit Countries (March 2021)

1.3.2 The Aid-For-Trade Initiative

The WTO-led Aid-for-Trade initiative is enshrined as a priority in the VPoA. Aid for Trade helps
developing countries, including LLDCs, to build the trade infrastructure necessary to complement
efforts made on trade facilitation. Building supply side capacity and trade-related infrastructure is
particularly important for LLDCs and is necessary to support trade expansion and market opening.
Together, these elements constitute a tried recipe for increased growth, economic opportunities,
development, poverty reduction and job creation.



In recent times, the COVID-19 pandemic has provided a powerful reminder of the importance for
trade to continue to flow. In 2021, even more acutely than in the past, global populations have been
relying on the effective production and circulation of vaccines, of medical equipment and other
essential goods — not only for food but also as a means for them to earn a living. As this report was
being produced, the pandemic continues to exact a severe toll on the health and wealth of countries.
To remedy this, major aid-for-trade donors have stepped up their response. However, as a result,
they have also seen their budgets becoming more stretch than ever. In this context, it is ever more
important to make sure that the funds that are available are put to the most effective use.

Set to begin in 2020, the implementation of the Aid-for-Trade Work Programme on "Empowering,
Connected, Sustainable Trade" was extended by WTO Members to cover the year 2022. It was also
updated to include an assessment of the trade and economic impacts of COVID-19. This took shape
on 23-25 March as the WTO organized the 2021 Aid-for-Trade Stocktaking event. The conference
marked the occasion for



http://www.wto.org/aidfortrade_stocktaking
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The immense trade impacts of COVID-19 on LLDCs was highlighted by the East African Community
(EAC) during the recent Aid for Trade Stocktaking event held in March 2021.° During the initial
months of the pandemic, LLDCs and their transit country partners within the region implemented
COVID-19 testing requirements for cargo drivers and other trade personnel navigating across
borders. However, as this testing was largely paper based and there was no mutual recognition of



Figure 17. Trade-related notifications and measures by WTO Members during COVID-19



Figure 19. Trade-related processes that have become less difficult due to COVID-19
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Figure 20. Most urgent TFA provisions with positive impact on Members given COVID-19
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Given these bottlenecks, the WTO Trade Facilitation Agreement Facility, with it's partners WCO,
UNCTAD, ITC, and IATA have launched a COVID-19 Trade Facilitation Repository. The repository,
which can be accessed through the TFAF website, is a platform consolidating the actions and
initiatives on trade facilitation adopted by partner organizations and stakeholders. It ensures access
to these resources is user-friendly, easily available, searchable, and unified.



1.4 Conclusion

The trade performance of LLDCs has been uneven despite the implementation of the Vienna
Programme of Action in 2014. LLDCs continue to depend on exports of a few low value-added
products. There has been a better performance when it comes to exports of services, but LLDC's
share in services exports remains very low. Unfortunately, between 2011 and 2019, tariffs faced by
LLDCs exports in developed regions have increased by 0.2%. Fortunately, the share of exports
admitted duty free to developed regions for LLDCs actually increased by 3.6% between 2010 and
2019.

LLDCs have registered significant amounts of progress in the implementation of the Trade Facilitation
Agreement. LLDCs have already implemented 50.7% of all notifiable commitments, up from 34.7%
in 2020 while 14.7% of those commitments have been designated to be implemented with additional
time, and a final 34.7% of the commitments have been flagged by LLDCs as needing technical
assistance support for implementation. The WTO and partner agencies recognize the importance of
technical assistance in the implementation of the TFA, and LLDCs have identified human resources
and training, legislative and regulatory frameworks, and information and communication
technologies as their primary concerns, in order of importance.
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