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 Highlights  

• As a group, Asian landlocked developing countries (LLDCs) have returned to registering a trade 

surplus in 2018, driven by strong export spurt of 45% while import increased by 23.8%. This 

followed a reduction in their trade deficit achieved in 2017 when an export value rise of 19.6% 

also outpaced rise in imports (7.1%). This 2-year increase in exports of LLDCs was driven by 

increase in prices of fuel exports. 

• This improvement in trade balance might be short-lived as low export diversification remains an 

issue for these countries. For most LLDCs, exports are limited to a small number of products, 

averaging 285 in 2017 as compared to the average of 873 for developing countries of Asia and 

the Pacific. In terms of export destinations, LLDCs on average supplied their exports to 46 

markets in 2017, a slight fall from 50 markets reached in 2012- this is a slightly better result 

than noted for all developing Asia-Pacific economies which on average registered a decrease 

from 70 to 57 during the same period.  

• Intraregional trade by LLDCs with other Asia-Pacific economies has increased in importance 

rapidly after the 2009 global economic crisis, but is mainly driven by trade with China. The 

European Union remains the most important export market (37%), followed by China (26%) 

and Russian Federation (8.2%). Intra-regionally, in addition to China and Russian Federation, 

important export markets for LLDCs are India (3.6%), Thailand (3.1%) and Turkey (4.1%). 

• LLDCs persistently face higher than average trade costs for Asia-Pacific economies when 

trading with East and North-East Asia (ENEA) and South-East Asia (SEA). This is particularly 

concerning for trade expansion in LLDCs as ENEA and SEA are seen as the most dynamic 

economic hubs of the Asia-Pacific region. 

• Of the 8 WTO members among LLDCs, all but one have already ratified the WTO Trade 

Facilitation Agreement (TFA). Armenia and Azerbaijan have also signed and acceded to the 

Framework Agreement on Facilitation of Cross-Border Paperless Trade in Asia and the Pacific, 

                                                           
1 There are 12 LLDCs in the Asia – Afghanistan, Armenia, Azerbaijan, Bhutan, Kazakhstan, Kyrgyzstan, Lao PDR, Mongolia, 

Nepal, Tajikistan, Turkmenistan and Uzbekistan. Unless otherwise specified, any reference to LLDCs in this note refers to 

Asian LLDCs. Asia-Pacific region refers to Asia-Pacific member States of ESCAP. 

 
2 Based on data available as of April 2019. 

Trade  ESCAP Trade Insights 

mailto:anukoonwattaka@un.org


                    

ESCAP Trade Insights                                                                                                              Issue No. 25  

2 
 

respectively. While good progress has been made on implementation of TFA, there is a need to 

accelerate implementation of single window facilities and related paperless trade measures. 

• As of April 2019, there are 63 signed Preferential Trade Agreements (PTAs) engaging LLDCs 

in the Asia-Pacific region. The average share of exports and imports to PTA partners were 

48.8% and 59%, of their total exports and imports, respectively, during 2017, similar to the 

corresponding average shares for Asia-Pacific of 43.7% for exports and 58.1% for imports. Still, 

LLDCs may have a higher dependence on PTAs for their exports than the average of Asia-

Pacific economies. 

 

Introduction 

The Vienna Programme of Action (VPoA) was adopted in 2014 to address the challenges and special 

needs of LLDCs arising from their geographical constraints for the decade of 2014-2024. The 

overarching goal of the VPoA is to contribute towards enhancing sustainable and inclusive growth in 

LLDCs as a means of eradicating extreme poverty.3 With the important role that trade can play in the 

achievement of sustainable development in LLDCs, improving trade performance and trade facilitation 

is prioritized in the VPoA, which include trade and trade facilitation among the six priorities for action:  

(1) fundamental transit policy issues; (2) infrastructure development and maintenance; (3) international 

trade and trade facilitation; (4) regional integration and cooperation; (5) structural economic 

transformation; and (6) means of implementation. 

This note aims to review the progress that has been made by LLDCs in trade and trade facilitation. It 

looks into trade performance of LLDCs, which will help in assessing the extent to which objectives of 

VPoA priority 3 have been achieved.4 

 

Trends in international trade and trade structure 

Driven mainly by the hitting of bust cycle in commodity markets, trade in LLDCs went into a 

significant slowdown after the adoption of VPoA in 2014 until 2016 (figure 1). The figure highlights 

that slower global demand translated into a net trade deficit for the group from 2014 until 2016. Exports 

declined, on average, 14% per year during those years. Trade deficit was easing in 2017 when trade 

returned to its upward trend with the stronger growth of exports (19.6%) than imports (7.3%). Trade 

balance improved further in 2018. Estimates for 2018 indicate that the group of LLDCs would have 

recorded a trade surplus, with a high export growth of 45% and import growth of 23.8%.5  

  

                                                           
3 The specific objectives of the VPoA include: (a) To promote unfettered, efficient and cost-effective access to and from the sea 

by all means of transport, on the basis of the freedom of transit, and other related measures, in accordance with applicable rules 

of international law; (b) To reduce trade transaction costs and transport costs and improve international trade services through 

simplification and standardization of rules and regulations, so as to increase the competitiveness of exports of landlocked 

developing countries and reduce the costs of imports, thereby contributing to the promotion of rapid and inclusive economic 

development; (c) To develop adequate transit transport infrastructure networks and complete missing links connecting 

landlocked developing countries; and (d) To effectively implement bilateral, regional and international legal instruments and 

strengthen regional integration. 

4 The specific objectives of the VPoA priority 3: international trade and trade facilitation include: (a) To significantly increase 

the participation of landlocked developing countries in global trade, with a focus on substantially increasing exports; (b) To 

significantly increase the value added and manufactured component, as appropriate, of the exports of landlocked developing 

countries, with the objective of substantially diversifying their markets and products; (c) To further strengthen economic and 

financial ties between landlocked developing countries and other countries in the same region so as to gradually and 

consistently increase the share of landlocked developing countries in intraregional trade; and (d) To invite Member States to 

consider the specific needs and challenges of landlocked developing countries in all international trade negotiations.  

5 Estimates for 2018 export and import values were obtained from WTO Data. 
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Figure 1: Trends in merchandise trade and trade balance of LLDCs 

 
Source: ESCAP's calculation based on data from UNCOMTRADE available from WITS, using mirror data (accessed January, 

2019) and International trade statistics from WTO Database (accessed April, 2019). 

Notes: The area highlighted in yellow indicates periods associated with trade deficits (imports exceeding exports). Trade values 

for 2018 are estimates based on International trade statistics available from WTO Database (accessed April, 2019). 

Concentration of exports on fuel is a major factor for trade fluctuations in LLDCs. The downward trend 

of exports in LLDCs between 2012 and 2016 was driven mainly by fuel sector (figure 2). In a similar 

manner, a 24% increase in fuel prices in 2017 was a major factor for the recovery of exports in that 

period. Fuel sector accounted for more than half of the group’s total exports in 2017. The considerable 

increase of fuel exports concomitantly increased the share of fuel exports in total exports from 52% in 

2016 to 56% in 2017. The upward trend of fuel prices continued in 2018, with a 22.6% increase, which 

contributed to dynamic export growth of LLDCs.6 

Since the adoption of VPoA in 2014, there has not be a significant improvement in export 

diversification. Regardless of a short-term fluctuation in shares driven by the ups and downs of fuel-

export prices, manufacturing and agriculture exports still have low representation in export structure of 

LLDCs with the shares of 19.5% and 5%, respectively, of total exports in 2017. 

  

                                                           
6 Calculations are based on fuel price index data from the IMF Commodity Data Portal. 
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Figure 2: Trends and composition of exports of LLDCs (export value) 

 
Source: ESCAP's calculation based on data from UNCOMTRADE available from WITS (accessed January, 2019). 

However, the dominance of fuel exports by large LLDC economies conceal the diversity of trade 

patterns across LLDCs.  In fact, LLDCs in the region can be broadly categorized into two main groups, 

namely major fuel exporting LLDCs (i.e. Azerbaijan, Kazakhstan and Turkmenistan), which accounted 

for over 70% of total exports by LLDCs in the region, and other LLDCs (i.e. Afghanistan, Armenia, 

Bhutan, Kyrgyzstan, Lao PDR, Mongolia, Nepal, Tajikistan, and Uzbekistan).7 Figure 3 shows that 71% 

of the former’s exports are in mineral fuel/lubricant products. This implies that their economies are 

highly exposed to fluctuations in global fuel prices. Manufacturing, the second largest category of 

product exports accounts for 13.6% of all exports for this group. In contrast, other LLDCs have a 

relatively more diversified export structure (figure 4). 

 

Source: ESCAP's calculation based on data from UNCOMTRADE available from WITS, using mirror data (accessed February, 

2019). 

  

                                                           
7 We define major fuel exporting countries as those in which mineral fuel/lubricant constitute an excess of 50% of all exports in 

2017. This includes Azerbaijan (91%), Kazakhstan (56%) and Turkmenistan (89%). The next largest fuel/lubricant exporter 

amongst Asia-Pacific LLDCs is Mongolia, with 42.2% of total exports. 
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Export diversification 

A key aspect that needs to be considered when examining the progress of LLDCs in international trade, 

is that of export diversification in terms of products and markets. This is due to the pivotal role export 

diversification plays in reducing the growth volatility of trade openness. Export diversification is found 

to be an effective stabilising force to manage the risks associated with outward orientation.8 Countries 

concentrating in fuel and commodity exports are often found to have limited number of export items 

and destinations. 

Export diversification remains an unachievable target for LLDCs. For most LLDCs, exports are limited 

to a small number of products, averaging 285 in 2017 compared to 279 in 2012 (figure 5). In fact, the 

performance on this front tends to regress in several countries. There were five countries (Azerbaijan, 

Kazakhstan Mongolia, Nepal, and Uzbekistan) seeing an increase in product diversification between 

2012 and 2017, while the remaining seven saw a decrease. In comparison, on average, developing Asia-

Pacific countries experienced a decline in the number of export products from 938 in 2012 to 873 in 

2017. Despite this decline, it is clear that  LLDCs significantly lag behind the regional average in terms 

of export-product diversification.  

In terms of export destinations, LLDCs as a group saw a decline in their total number of markets (from 

600 in 2012 to 547 in 2017) (figure 6). However, while most LLDCs experienced an increase in market 

concentration from 2012 to 2017, three were able to open new markets. These include Bhutan, which 

expanded its export markets from 17 (in 2012) to 23 (in 2017), Lao PDR and Armenia, both of which 

marginally increased their export markets from 49 to 50 during the same period. Between 2012 and 

2017, developing Asia-Pacific economies, on average, saw a decline in export markets from 70 to 57.  

LLDCs, on average, supplied their exports to 46 markets in 2017, a marginal fall from 50 markets 

reached in 2012 –a slightly better result than that noted for developing Asia-Pacific economies. 

Nonetheless, the group still falls below the regional average in terms of export market diversification. 

 

 

Source: ESCAP’s calculation based on data from Trade Outcomes Indicators available from WITS (accessed February, 2019).  

 

Major trade partners of LLDCs 

The European Union (EU), China and Russian Federation are the main export destinations for exports 

from LLDCs. In this regard, the EU is distinctly the most important export destination, with export 

shares to it accounting for 37% of the total exports of the group (figure 7). China emerges as the second 

largest export partner for LLDCs with a share of 26% of total LLDC exports. Russia also accounts for a 

                                                           
8 See Haddad et al. (2010) for more details on the relationship between export diversification, growth volatility and trade 

openness. 
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notable share (8.2%) of LLDC exports. Over the past decade, exports to China have significantly 

increased whilst the share of LLDCs’ exports to ‘other Asia-Pacific economies’ has reduced 

considerably. The dominance of oil and gas exports to Europe, China, and Russian Federation partly 

explain the dominance of trade between LLDCs and the three largest partners.   

Figure 7: Destinations of LLDCs exports, 2017 

 
Source: ESCAP’s calculation based on data from WITS (accessed February, 2019). 

Due to geographical factors, LLDCs, in particular the small ones, have to depend substantially on their 

large neighbouring countries. Considering trade partners of each LLDC reveals that most must rely on 

either India, China or the EU for their exports (figure 8). Bhutan, Nepal and Afghanistan fell into the 

India group, with export shares to India amounting to 87%, 54% and 45%, respectively. The EU was the 

main export partner for Armenia (26%), Azerbaijan (55%) and Kazakhstan (61%), whilst China was the 

main export partner for Mongolia (85%) and Turkmenistan (84%). Despite Lao PDR exporting a 

sizeable share (34%) of its total exports to China, its main export partner was Thailand, with an export 

share of 47%. The remaining LLDCs, i.e. Kyrgyzstan, Tajikistan and Uzbekistan, were found to have 

relatively diversified export partners. 

Similar to the trends in export structures, in 2017, LLDCs imported mainly from India, China, the 

Russian Federation and the EU. Following this, Bhutan’s imports from India accounted for 73% of its 

total imports, whilst this share was 70% for Nepal. Lao PDR’s imports from Thailand amounted to 66% 

of its total imports. For Kyrgyzstan, China was the largest import partner, accounting for 64% of total 

imports. China and the Russian Federation were the largest import partners for Kazakhstan, Tajikistan 

and Mongolia, whilst the EU and the Russian Federation were key import partners for Armenia and 

Azerbaijan. 

Heavy reliance on a very small number of export and import partners carries with it significant risk. A 

good example of such risk is the 2011 Bhutanese liquidity crisis. Hasty trade liberalisation with India, 

which is almost its only trading partner, led to a deterioration in its terms of trade in addition to other 

macroeconomic instabilities. These instabilities, in turn, culminated in a liquidity crisis resulting from 

Bhutan having denominated majority of its private and public debt in Indian rupees.9 Moreover, for the 

case of Mongolia, it is found that high export concentration has placed the country at considerable 

potential risk from the slowdown in China’s domestic market and export sector (see Anukoonwattaka 

and Lobo, 2019).  

                                                           
9 See Ura (2015)  
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Figure 8: Major export partners of LLDCs, 2017 

 
Source: ESCAP's calculation based on mirror data from UNCOMTRADE available from WITS (accessed February, 2019). 

Notes: For brevity, Switzerland, the European Union and the Russian Federation have been written as Switz., EU and Russia, 

respectively.  

 

Trade costs for LLDCs 

The biggest challenge that LLDCs face relates to high trade and transaction costs. As highlighted by 

Duval et al. (2015), these high trade costs stem from the reduced competitiveness LLDCs face in 

attracting trade and investment, owing to their lack of access to the sea. Following this, it is insightful to 

uncover the relative trade costs for LLDCs with Asia-Pacific sub-regions to better understand the 

potential ramifications of these high trade costs. In this regard, we utilise the ESCAP-World Bank Trade 

Costs database to quantify the average trade cost LLDCs face in trading with each sub-region.  

Estimated bilateral trade costs indicate that most LLDCs enjoy lower than average trade costs for Asia-

Pacific economies when trading with North and Central Asia (NCA) as well as with South and South-

West Asia (SSWA) (figures 9b and 9d). This is to be expected as of the 12 LLDCs 10 are located in one 

of these two sub-regions, thus enabling lower trade costs through proximity to markets. However, a key 

finding from our analysis is that LLDCs face higher than average trade costs for Asia-Pacific economies 

when trading with East and North-East Asia (ENEA) and South-East Asia (SEA) (figures 9a and 9e). 

This is particularly concerning for trade expansion in LLDCs as ENEA and SEA are seen as the most 

dynamic economic hubs of the region, and participation in regional and global value chains is strongly 

influenced by trade and transaction costs. 
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Figure 9: Trade costs for LLDCs with Asia-Pacific sub-regions 

  

 

 

 

Source: ESCAP’s calculations based on ESCAP-World Bank Trade Costs database (accessed January, 2019). 

Notes: Average trade costs for LLDCs are calculated as the simple average of trade costs for LLDCs with partners in each sub-

region. Unless otherwise specified, these trade costs are calculated for the year 2016. For Bhutan, Nepal, Tajikistan and 

Turkmenistan, trade cost data for 2016 is not available. Following this, the most recent trade cost data for each country is 

utilized in the calculation. The most recent year chosen is provided in brackets.  

The Asia-Pacific average has been calculated using simple average of trade costs for all Asia-Pacific countries with each sub-

region for the year 2015. 2015 is chosen as it provides the largest sample of the most recent trade cost estimates for Asia-

Pacific countries. 
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Trade Facilitation in LLDCs 

Trade facilitation involves the simplification and harmonisation of import, export and transit 

procedures, including paperless trade. For many LLDCs, high transport costs, stemming from non-

physical barriers, delays and inefficiencies associated with border crossings and ports, uncertainty in 

logistical services and weak institutions is a major obstacle in building export competitiveness. Trade 

facilitation is essential for sustained and inclusive growth, in particular through enabling participation 

by SMEs in regional and global production networks. 

The WTO Trade Facilitation Agreement (TFA) provides a basis for LLDCs, to reduce trade transaction 

costs through a variety of measures aimed at making import, export and transit procedures more 

transparent and efficient. Regional initiatives, such as the Framework Agreement on Facilitation of 

Cross-Border Paperless Trade in Asia and the Pacific, also offer a platform to develop new and 

harmonized solutions to gradually eliminate paper documents from the trade clearance process and 

accelerate trade digitalization.10 

From the 12 LLDCs located in the Asia-Pacific region, only 8 are WTO members. Among these, only 

Tajikistan has yet to ratify the WTO TFA. An ESCAP (2017) led survey conducted in 2017 showed that 

the region’s implementation of trade facilitation and paperless trade measures vary widely across 

LLDCs of the region (figure 10). Implementation of the trade facilitation measures specified in the 

WTO TFA are relatively high, at 50–70%. In contrast, implementation of paperless trade including, in 

particular, cross-border paperless trade measures to electronically exchange trade-related data and 

documents across countries, remains limited. However, some LLDCs have taken a pro-active role in this 

area, with Azerbaijan becoming the first country and LLDC to accede to the Framework Agreement on 

Facilitation of Cross-Border Paperless Trade in Asia and the Pacific in February 2018.11  

Figure 10: Trade Facilitation and Paperless Trade Implementation of LLDCs 

 
Source: UN Global Survey on Trade Facilitation and Paperless Trade Implementation 2017 (ESCAP, 2017). 

 

Regional Integration of LLDCs 

Regional integration involves cooperation between countries in trade, investment and domestic 

regulation as well as in energy, ICT and transport infrastructure. For the case of LLDCs in particular, 

infrastructure, trade and regulatory policies in transit countries play a vital role in their external trade. In 

addition, regional integration also plays an important part in fostering structural change and economic 

growth in LLDCs, as well as enabling collective regional linkage to global markets. Thus, regional 

                                                           
10 https://www.unescap.org/resources/framework-agreement-facilitation-cross-border-paperless-trade-asia-and-pacific  

11 Armenia also signed the Framework Agreement in 2017, but has yet to ratify it. 

https://www.unescap.org/resources/framework-agreement-facilitation-cross-border-paperless-trade-asia-and-pacific
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integration will help increase the competitiveness of LLDCs and maximise their benefits from 

globalisation. As this note focuses on examining the progress of LLDCs in international trade, the 

means of regional integration evaluated here is through preferential trade agreements (PTAs). 

Many LLDCs are now actively engaged in PTAs. The extent to which LLDCs trade with their PTA 

partners varies considerably (figure 11). It is to be noted that the data on trade with PTA partners 

presented here are based on the overall trade between PTA partners, as most economies in the region do 

not record or publish preferential trade data. The total trade among PTA partners in real sense is 

significantly higher than the actual preferential trade among them due to several factors, including lack 

of information for exporters, all the items traded not being covered in the tariff concession list (many 

items are in sensitive or negative list), some products not meeting the criteria relating to preferential 

rules of origin, etc.  

The LLDCs’ average share of exports and imports to PTA partners were 48.8% and 59%, respectively, 

of their total global exports and imports during 2017. The corresponding average trade shares for Asia-

Pacific region were 43.7% for exports and 58.1% for imports. This reflects that LLDCs have been 

relying relatively more on exports to their immediate neighbours, which are also their PTA partners 

(details of Asia-Pacific LLDCs signed PTAs is provided in the Annex). Having PTAs with partners 

beyond subregional level can thus be a tool to promote diversification of export markets as well as to 

participate in regional and global value chains. 

Figure 11: Share of exports and imports with PTA partners, 2017 (in %) 

 
Source: Derived from Asia-Pacific Trade and Investment Agreements database (APTIAD) using WITS (accessed February, 

2019). 

Another observation can be made considering trade values instead of export and import shares with 

PTA partners. Despite an increasing trend in fuel and mining commodity prices during the 2016-2017 

period, most LLDCs exporting fuel and mining commodities have suffered a negative trade balance 

with their PTA partners during that period. For countries such as Kazakhstan and Kyrgyzstan, this 

deterioration in their trade balance has likely been driven by their PTA with China, a key import partner. 

More generally, many LLDCs, with the exception of Lao PDR, have continued to experience trade 

deficits with their PTA partners. However, Armenia, Azerbaijan and Bhutan faced a decrease in the size 

of their trade deficits in 2017.  

 

Summary and way forward 

In summary, LLDCs experienced a reduction in their trade deficit in 2017, driven by increase in prices 

of fuel exports. WTO estimates for 2018 indicate that the group registered a trade surplus, driven by 

strong export growth outpacing import growth. It is found that export diversification remains an issue 
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for LLDCs in the region. Only five countries (Mongolia, Nepal, Azerbaijan, Uzbekistan and Kazakhstan) 

saw an increase in product diversification between 2012 and 2017, while the remaining seven saw a 

decrease. In relation to export destinations, barring Armenia, Bhutan and Lao PDR, which saw marginal 

increases in their export markets during this period, the group saw a decline in their total number of 

markets. In terms of trade dependence, most LLDCs can be grouped into those that rely heavily on 

exports to India, China and the EU, and imports from India, China, Russian Federation and the EU. 

LLDCs may also have a higher dependence on PTAs for their exports than the average of Asia-Pacific 

economies because these countries have been trading relatively more with their immediate neighbours, 

which are also their PTA partners. Finally, it is found that LLDCs face higher than average trade costs 

for Asia-Pacific economies when trading with ENEA and SEA; the most dynamic economic hubs of the 

Asia-Pacific region. 

The biggest challenges that LLDCs face relate to high trade and transaction costs, and lack of 

diversification in exports. Ratifying the Framework Agreement on Facilitation of Cross-border 

Paperless Trade in Asia and the Pacific, implementing measures identified in the UN Global Survey on 

Trade Facilitation and Paperless Trade Implementation, and negotiating effective PTAs would help 

these economies enhance their market access and join regional and global supply chains. This in turn 

will improve their competitiveness and improve export diversification. Simplification and 

standardization of rules and regulations, especially those behind-the- borders would increase the 

competitiveness of LLDCs’ exports and reduce the costs of their imports, thereby contributing to the 

promotion of rapid and inclusive economic development. 
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