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Status and trends of trade and investment 
in Asia-Pacific LDCs and LLDCs 



Characteristics of LDCs’ Trade

Low overall export 

volumes

Highly concentrated 

in just a few products

Limited number of 

destinations

Globally LDCs are 

around 12% of world 

population but only 1% 

of world trade

For many LDCs more 

than 90% of exports by 

value are covered by just 

three tariff lines

Compared to higher 

income countries, a high 

proportion of LDC 

exports go to a limited 

number of markets



Merchandise trade in Asia-Pacific LDCs and LLDCs

Source: ESCAP calculations based on UNCTAD data; accessed Aug 7, 2018; http://unctadstat.unctad.org/



Inward FDI to Asia-Pacific LDCs and LLDCs 

Source: ESCAP calculations based on UNCTADstat data Source: ESCAP calculations based on the OECD International Development Statistics online database



FDI Performance Index
• Measures a country’s relative 

success in attracting global FDI

𝑆ℎ𝑎𝑟𝑒 𝑖𝑛 𝐺𝑙𝑜𝑏𝑎𝑙 𝐹𝐷𝐼 𝐼𝑛𝑓𝑙𝑜𝑤𝑠

𝑆ℎ𝑎𝑟𝑒 𝑖𝑛 𝐺𝑙𝑜𝑏𝑎𝑙 𝐺𝐷𝑃

• Robust economic growth led to 

their increasing share in global 

GDP, but FDI inflows did not 

keep up. 

• Given the size and growth of their 

economy, AP LDCs and LLDCs 

should do better in attracting FDI 

and integrating in the global 

economy.

Source: ESCAP calculations based on UNCTADstat data

( ≈ 1.1 for the Asia-Pacific region as a whole )



Criteria for inclusion and graduation



3 criteria used to identify LDC

1. GNI per capita

2. human assets 

3. economic vulnerability to external shocks. 

• To be included in the list of LDCs, a country must satisfy all 

three criteria. In addition, since the fundamental meaning of 

the LDC category, i.e. the recognition of structural handicaps, 

excludes large economies, the population must not exceed 75 

million. 



Criteria for graduation

• Income criterion

• A three-year average estimate of GNI per capita (World Bank Atlas method)

• Human Assets Index (HAI) 

• (a) nutrition: percentage of population undernourished 

• (b) health: mortality rate for children aged five years or under 

• (c) education: the gross secondary school enrolment ratio

• (d) adult literacy rate

• Economic Vulnerability Index (EVI) 

• population size; remoteness; merchandise export concentration; share of 
agriculture, forestry and fisheries; share of population in low elevated coastal 
zones; instability of exports of goods and services; victims of natural disasters; 
instability of agricultural production



Graduation process (simplified)

• Must meet at least two of the three criteria (or at least twice the GNI threshold 

level with high likelihood of sustaining it)

• After becoming eligible: ex-ante impact assessment and a vulnerability profile 

are produced 

• To be recommended for graduation, a country must be found eligible at two 

successive triennial reviews by the CDP.

• Graduate from the LDC category three years after the GA takes note of the 

ECOSOC endorsement of the recommendation of the CDP. During this three-

year period, the country remains on the list of LDCs and continues to benefit 

from the special support measures associated with LDC status.



International Support Measures for LDCs



International support measures (ISM)

Development assistance

• Financial aid and technical 
assistance 

• Multilateral and bilateral partners

General support

• travel, caps on budget 
contribution, grants, etc.

A new programme (Sep 2017) has 
been designed to support LDC 
governments and firms with on-
demand legal and professional 
assistance on investment-related 
negotiations and dispute settlement. 

International trade

• Special and differential treatment (WTO)

• Preferential market access 

• Other preferential treatment provisions 

• Other measures besides WTO agreements 
(trade capacity building)

Objectives of trade-ISMs

• Increase trade opportunities for LDCs

• Safeguard the interests of LDCs 

• Flexibility in rules and disciplines

• Longer transitional periods 

• Provision of technical assistance



Trade preferences as 
international support measures



LDCs may not be able to benefit from trade 

• Low supply capacity

• High-trade costs

• Inequality in economic structures and levels of development 

• lack weight in negotiations (reciprocity and the MFN principle)

Therefore MFN treatment not sufficient – preferential access needed

• A two-pronged approach to help improve both demand and supply 
conditions

• Better market access through DFQF programs helps lift demand by 
reducing prices of LDC exports to foreign markets 

• Efforts to enhance LDCs’ supply and productive capabilities as well 
as trade infrastructure through aid for trade 

Trade preferences



Summary of DFQF schemes

Duty-Free Quota-Free Schemes for LDCs in selected major markets, 2014

Source: WTO (2014)

Notes: *China has extended DFQF coverage for LDCs to 95% of its tariff lines in 2013. It has reported in WTO meetings that an updated notification in this regard would be 



Services Waiver

• Until recently LDCs did not receive any preferential market access in 
services trade. 

• 2011 agreed ‘Services Waiver’ to provide legal basis for preference

• 2013 Bali meeting pushed for implementation

• LDCs submitted a collective request on preferential access to the WTO in 
July 2014.

• Until Nov. 2018, 25 countries have notified WTO on preferences offered

• Early assessment of these offers shows that while many sectors are covered, 
commitments fall short of meeting the full LDC request, particularly 
regarding liberalization of services provided under ‘Mode 4’ covering the 
movement of natural persons. (and particularly requests regarding visa 
procedures and application processes and fees).



Assessment of Preferential Access offered 
under Services Waiver
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Mode 3

Mode 4

Sectors

1. Business

2. Communication

3. Construction and Engineering

4. Distribution

5. Education

6. Environment

7. Financial

8. Health

9. Tourism and Travel

10. Recreation, Cultural, and Sporting

11. Transport

12. “Other" `



Barriers
to effective use of preferential access



Criteria Considerations

1. Product
Coverage

Which products are covered? How do these correspond to 
the current or potential exports of the country they are 
intended to benefit?

2. Margins of 
Preference

How large is the benefit to LDCs or developing countries 
compared with the rates applicable to other countries? Is it 
growing or shrinking over time as MFN rates change?

3. Utilization 
and Rules of 
Origin

Can LDC and developing country exporters use the scheme 
or are there other barriers? How burdensome is 
compliance? Do rules of origin prevent the claiming of 
preferences?

4. NTMs Stringent or excessive regulations?

5. Domestic
capacity 
constraints

Do exporters have the knowledge and capacity to supply the 
market? Informational and technological gaps? Capacity 
among trade service suppliers e.g. certification services?



1. Product coverage: DFQF and LDC 
exports

Share of exports entering developed country markets duty-free

Source: United Nations MDG Database (2014)



2. Margins of Preference

• Eroded over time as tariffs have fallen
• Multilateral MFN liberalization

• Unilateral MFN liberalization

• Spread of Preferential Trade Agreements

• LDCs margins of preference against other 
developing countries also eroded



3. Utilization and Rules of Origin

• Rules of origin needed to determine national source of a product

• Preferential and non-preferential

• Vary significantly between countries and product

• Common criteria for rules of origin include: 

• the requirement of substantial transformation; 

• change of tariff classification; 

• an ad valorem (value added) percentage criterion; 

• or the criterion of a manufacturing or processing operation. 

• Stringent RoO make it difficult to comply

• Costs of demonstrating compliance also high – complex and time consuming 

– lack of information



4. Non-tariff Measures and Barriers 

• NTBs are a subset of NTMs

Non-Tariff 
Measures 

Non-Tariff 
Barriers

• Correct policy responses vary

Non-Tariff Measure Non-Tariff 
Barrier

Definition –Very wide array of 
measures affecting 
traded products. 
–Can also be trade 
enhancing. 

Protectionist by 
intent or effect

Correct 
policy 
response

–Evaluate trade 
impacts alongside 
wider public
purpose

Eliminate or 
reform



4. Consequences for developing countries 

• Lower capabilities to meet requirements: 

• Infrastructure gaps, weak export services and less advanced 
production/testing facilities

• Required to outsource services like laboratory testing and food certification 

• Erode the advantages that developing countries have from lower labour-
costs 

• Lack of information on NTMs among businesses (especially SMEs)

• Heavy application of NTMs in some product sectors

• Agricultural products such as fruit which developing countries are often 
able to produce but which are subject to stern testing and certification 
requirements in markets like the European Union



4. Sources of information on NTMs

Source Pros Cons

WTO notifications Frequently reported. Wide

coverage of countries. 

Reporting is patchy. Only 

covers NTMs with WTO 

disciplines. 

WTO Specific Trade 

Concerns 

Shows areas concerning 

policymakers

Not comprehensive

Business Surveys Identifies real problems 

affecting business

Problems of selection and 

misidentification

Global Trade Alert Wider than WTO Only since 2008. Does not 

record technical NTMs.

Transparency in 

Trade Initiative 

Broader coverage. Modern 

UNCTAD classification.

Only a few countries covered 

so far



4. Rising initiations of technical NTMs 
in the Asia-Pacific

Growing initiations of TBT and SPS measures in the Asia-Pacific region



5. Domestic capacity constraints

• Even if external environment is promising, domestic capacity 

constraints can limit opportunities

• Policy and non-policy obstacles

• Aid for Trade can be one channel of assistance

• Globally risen from $25bn to $55bn from 2005-2013

• In Asia-Pacific, India and Viet Nam largest recipients

• LDCs getting about 1/3rd of regional total



Making market access meaningful



Areas for further progress

• Expansion of DFQF coverage in US and developing countries

• Rules of Origin simplification – making guidelines binding? 

• Reform and capacity building on NTMs

• Extension of Services Preferences for LDCs, including Mode 

4

• Grace period revision?



For discussion

1. How to identify exports threatened by loss of preferences?

2. What to do about it:

a) improve competitiveness (reduce trade costs, improve financing, 
increase productivity, invest into new technology, improve 
management, marketing etc)

b) consider changing markets

c)    new / upgraded products

3. Engage in negotiation of reciprocal preferential trade agreements?

4. Host of complementary policies?



Thank you
•Q&A

Keep up to date and visit our webpage:

www.unescap.org/tii

http://artnet.unescap.org

mikic@un.org
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