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Abstract

Least developing countries (LDCs) are those characterised by low income, poor human
welfare and very high economic vulnerability, as criteria identified by the United Nations;
all of which combined reflects a low standard of living aggravated by a fragile socio-
economic environment. By virtue of their LDC status, these countries receive special
treatment in the form of concessions and leeway that are designed to attain specific

socio-economic targets and hence graduate.

The essence of this Discussion Paper is to identify the manner in which tools provided
by the multilateral trading system have the potential to assist LDCs in graduating, as
provided by success stories of the past and specific benefits offered by trade-related
programmes. While only four countries having graduated so far, certain LDCs, such as
Bangladesh, Nepal and Kiribati provide interesting cases of complicated inter-
relationships of graduation criteria within the trading system. Although difficult to
directly correlate, the multilateral trade has the ability to assist more LDCs graduate,
and meet the goal of Istanbul Plan of Action (IPoA), by focussing on certain assistance
programmes and mechanisms while also amending its functions. Importantly, finding
an equitable support structure for developed countries, the World Trade Organisation
(WTO) and trade-related programmes to remove capacity constraints and building on

the unique opportunities of each country lies at the heart of LDC graduation. 1

! This Discussion Paper was contributed by Yogini Oke, West Bengal National University of Juridical Sciences, Kolkata. Comments
were provided by M. A. Razzaque, Head, International Trade Policy Section, Commonwealth Secretariat; Shishir Priyadarshi, Director,
Development Division, World Trade Organisation; and Ziyaad Ebrahim, Economic and Legal Officer, Development Division, World
Trade Organisation.
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Introduction

Least developed countries are deemed the poorest
countries in terms of socio-economic indicators
and face severe structural impediments.” Since
1971, under the auspices of the United Nations
Conference on Trade and Development
(UNCTAD) they have been officially termed and
treated as a special category requiring targeted
assistance from majority developed countries.
Various assistance programmes aim to enable
them to ‘graduate’ out of their LDC status, which
ultimately entails economic growth and human
development for the poorest in the global

community.

The process of graduation is extensive and
happens only on strict fulfilment of
predetermined criteria. To achieve this goal,
concerted efforts among various international
organisations have been consistent, but sadly,
without significant outcome. Out of the 48 LDCs,
only four have graduated till date, with a few
more in the pipeline. This is becoming more
difficult with each passing year as new challenges
are borne out of fast-changing geopolitics,
growing protectionism,’ threats of climate change
and new market patterns.*

The latest UNCTAD Overview of LDCs in 2016
reported that growth rates have dipped and are

2 ‘Inclusion In The LDC Category’, United Nations
Development Policy and Analysis Division (UNDESA),
available at: https://www.un.org/development/desa/dpad/least-
developed-country-category/ldc-inclusion.html

% See the growth of protectionist tariff and non-tariff measures
in Evenett, Simon and Johannes Fritz, ‘Throwing Sand in the
Wheels: How Trade Distortions Slowed LDC Export-Led
Growth’, Centre for Economic Policy Research, 2015,
available at:
http://voxeu.org/sites/default/files/file/Sand%20in%20the%20
Wheels_27April.pdf

* LDCs have doubled since their formal origin in 1971 from 25
to 48. ‘Handbook on the Least Developed Country Category:
Inclusion, Graduation and Special Support Measures

Second Edition’, Committee for Development Policy and
United Nations Department of Economic and Social Affairs,
2015, available at
www.un.org/en/development/desa/policy/cdp/cdp publications
[2015cdphandbook.pdf

stagnating, with an increase in LDC current
account deficit at a record US$68.6bn in 2015.
LDC exports, which depend heavily upon fuels
and minerals, also took a hit in 2015.

Considering the ambitious IPoA 2011 to
overcome the structural challenges faced by
LDCs, the vicious cycle of poverty, poor socio-
economic structure and limited sources of
economically productive activities have painted a
rather bleak picture for the future of LDCs.” From
the table below, it is also visible that LDCs have
suffered from a negative balance of trade, with an
especially low services trade element in the
balance sheets.

As trading capacity was one of the major factors
guiding the classification of LDCs by UNCTAD,
the multilateral trading system, through the WTO
and other supportive programmes, certainly has a
role to play in LDC development and eventual
graduation. However, the extent to which trade
mechanisms, such as duty-free quota-free
(DFQEF), trade facilitation, rules of origin (RoO),
sanitary and phytosanitary (SPS) measures, or
intellectual property rights (IPRs), can make a
significant direct or indirect impact on LDC
graduation is yet to be fully explored.

This paper attempts to analyse the potential of the
multilateral trading system in helping LDCs to
graduate. Citing examples from the few LDCs
that have graduated and those which have greatly
progressed, the paper assesses select multilateral
trading system tools and their prospective
support to LDC meeting graduation criteria. This
will provide direction on how trade can be used as
a tool for LDC development and eventual
graduation.

> See further trade challenges facing LDCs and the IPoA in
Razzaque, Mohammad A. and Kirthika Selvakumar, ‘Putting
LDCs Back on Track: Challenges in Achieving the IPoA
Targets’, Trade Hot Topics, The Commonwealth Secretariat,
Issue 136, 2017
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Background

Global trade and financial liberalisation post-
1945 saw most developing countries adopting
market-oriented reforms while engaging in
multilateral trading activities and opening up
avenues for increased foreign investment. Their
share in world trade and own economic

indicators steadily improved.

However, at the same time, certain countries that
lacked the ability to make structural reforms and
capitalise on the on-going tide of liberalisation
were further marginalised and impoverished.
They lacked the adequate technical capacity and
infrastructural facilities, which was further
worsened by weak governance, ineffective
institutions, natural calamities and even global

political unrest.

Due to these and other factors, they were unable
to produce competitive goods on the one hand,
and a lack of market access impaired their ability

to market goods internationally, on the other.

The concept of LDCs was borne out of the
necessity to create separate policies for certain
countries which were till then considered ‘less
developed’ or had an unfavourable socio-
economic structure with poor human capital
indicators. To bring them to par with the more
developed nations and address their particular
needs, it was deemed necessary to identify and
classify all such nations as ‘least developed
countries’. UNCTAD and Committee on
Development Policy (CDP) were entrusted with
this task and the list was finally approved by the
UN General Assembly in 1971.

In order to create targeted yet inclusive policies
for LDCs to help them develop and thus graduate
from their status, it was necessary to first identify
countries as LDCs using a combination of three
criteria: (i) per capita gross national income
(GNI); (ii) human assets; and (iii) economic
vulnerability to external shocks. The identified

country must also have a population of less than

® ‘The Least Developed Countries:

Historical Background’, United Nations, available at:
www.un.org/events/Idc3/prepcom/history.htm
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75 million. Currently, there are 48 LDCs as
identified by the UN, out of which 36 are
members of the WTO. Eight other LDCs are
negotiating their accession to the WTO.

Criteria

Income

Human
Assets

Economic
Vulnerability

Criteria for LDCs Graduation

In order to graduate out of their LDC status, the
UN prescribes threshold levels on the basis of the

same three criteria of LDC identification.

Measurement

Based on a three-year average estimate of GNI per capita for the period 2011-2013, based on
the World Bank Atlas method (under US$1,035 for inclusion, above US$1,242 for graduation
as applied in the 2015 triennial review).

Human Assets Index (HAI) based on indicators of:

(a) nutrition: percentage of population undernourished;

(b) health: mortality rate for children aged five years or under;
(c) education:

Economic Vulnerability Index (EVI) based on indicators of:
a) population size;

b) remoteness;

¢) merchandise export concentration;

d) share of agriculture, forestry and fisheries;

e) share of population in low elevated coastal zones;

f) instability of exports of goods and services;

g) victims of natural disasters; and

h) instability of agricultural production.

—_ o~ — — — — —~ —

Source: ‘Criteria for Identification and Graduation of LDCs’, UN-OHRLLS

An LDC becomes eligible for graduation when at
“least two of the three criteria are met, or its GNI
per capita exceeds at least twice the threshold

level (US$2,484 in the 2015 triennial review) and

After three years when the UN General Assembly
takes note of the Economic and Social Council’s
(ECOSOC) endorsement of the CDP’s

recommendation a country can graduate from the

the likelihood that the level of GNI per capita is
sustainable must be deemed high.”” It is an
extensive process of nearly six years, where the
country must be found eligible for graduation at

two successive triennial reviews by the CDP.?

Only four LDCs have graduated out of their
status: Botswana, Cape Verde, Maldives and

Samoa.

" ‘Criteria for Identification and Graduation of LDCs’, UN-
OHRLLS, 2017, available at: http://unohrlls.org/about-
Idcs/criteria-for-Idcs/

8 Once an LDC is first eligible for graduation, an ex-ante
impact assessment and a vulnerability profile is conducted

LDC status. During the review period, the
country remains an LDC and continues to benefit
from Special and Differential Treatment (S&DT)

in trade-related areas.

While the LDC graduation process allows for a
few different avenues, it is acknowledged that the
criteria are not mutually exclusive and rather
form an interdependent substantiation of
development; often requiring improvements in all

three criteria areas nevertheless.

Additionally, in achieving threshold levels,
particularly in human asset and economic

vulnerability criteria, it may be a more



http://unohrlls.org/about-ldcs/criteria-for-ldcs/
http://unohrlls.org/about-ldcs/criteria-for-ldcs/

cuTs™

International

challenging and lengthy process since these are
highly dependent on other macro and micro
economic and socio-political variables. Capacity
building is an area where major efforts need to be
inputted through tools offered by the multilateral
trading system. Even then, observations suggest
that trade may not necessarily provide an all-

encompassing solution for LDCs.’

International Institutional Support
to LDCs

Trade concessions of different types are granted
to LDCs, mainly involving technical assistance,
participation in the multilateral trading system
and development financing all tailored to their
specific requirements.!’ These have come about
through different kinds of multi-donor
programmes, such as the Enhanced Integrated
Framework (EIF) and Aid for Trade (AfT) to
remove supply-side and trade-related
infrastructural constraints. Intergovernmental
initiatives, such as the Commonwealth Fund for
Technical Co-operation, also play important

roles.

The Preamble to the WTO recognised that
positive efforts must be designed to support
developing countries and LDCs, which shaped the
S&DT provisions in WTO law. These S&DT
provisions enable developed nations to forego the
basic non-discrimination principle of most-
favoured nation (MFN) treatment and hence
trade in a differential and more favourable
manner with LDCs. This includes longer time

limits, technical assistance and increased

® ‘Least Developed Country Status: Effective Benefits and the
Perspective Of Graduation’, UNCTAD, TD/B/49/7, August
2002: p 7-8, available at:
http://unctad.org/en/Docs/tb49d7.en.pdf

1% ‘UN recognition of Least Developed Countries (LDC)’,
UNCTAD, available at:

http://unctad.org/en/Pages/ALDC/L east%20Developed%20Co
untries/UN-recognition-of-LDCs.aspx

flexibility for compliance and implementation of
WTO legal provisions (e.g. waiver of TRIPS
compliance for LDCs till 2031) and provisions
regarding safeguarding of LDC interests. A major
step taken was the Decision of the Contracting
Parties on Differential and More Favourable
Treatment, Reciprocity and Fuller Participation
of Developing Countries ("The Enabling Clause")
in 1979, which set up the Generalised System of
Preferences (GSP).

Thus, since the 1 WTO Ministerial Conference
in Singapore in 1996, where the Comprehensive
and Integrated Plan of Action for LDCs was
adopted, to the Nairobi Ministerial Conference in
2015, smooth integration of LDCs into the
multilateral trading system has always been an
important item on the agenda. Progressive steps
have been taken to effect higher integration of
LDCs: multilateral guidelines on preferential RoO
to facilitate market access for LDC products; and
a decision regarding increase in DFQF coverage
to improve market access for LDCs and another
to help LDCs secure preferential market access

for their services and service suppliers."

In addition, LDCs also benefit from the WTO's
partnership arrangements with multilateral
institutions aimed at addressing trade and
development challenges of developing countries.
These include, inter alia, the Joint Integrated
Technical Assistance Programme; WTO-UNIDO
Programme; Standards and Trade Development
Facility (STDF); and the WTO-WIPO Joint

Initiative on Technical Co-operation for LDCs.

" Quite a few of trade boosting decisions for LDCs were taken
at the Bali Ministerial. ‘Trade and Development’, WTO,
available at:

https://www.wto.org/english/tratop _e/devel e/devel e.htm

6
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Main Drivers Behind Previous multilateral trading system can and has played a
LDC Graduation role. Importantly, all four graduated LDCs
undertook major domestic structural, financial
LDC graduation is not a straightforward process and institutional changes with a focus on tertiary
and requires sizeable efforts to make structural industries. Important factors from previous LDC
and economic changes, some of which the graduation are identified below.
Country GI’ZZ?J;%]:)N Factors Attributable to Graduation

Botswana 1994 e Economic policies guided by strong political leadership and implemented through
strict management principles focussed on sustainable economic growth and
diversification of the economy away from mineral industry, to increase different
sources of economic growth and to be less economically vulnerable12

e Development of nationwide telecommunications and ICT network, led by the
Telecommunications and Information and Broadcast departments?13
o National development plans, including diversifying and developing production and
exports beyond mining

Government long-term development plan left production to private sector

Mining policies brought in foreign investment

Trade policies allowed for outside competition

Exchange rate policies maintained stability for tradable sectors avoiding an

overvalued currency

o Membership in several bilateral and multilateral arrangements like South African

Customs Union (SACU), Cotonou, South African Development Community (SADC),
which helped to reduce tariffs, improve import competition domestically and
increased market access

Cape 2007 e Accession to the WTO leading to legislative and regulatory transformation
Verde regarding public procurement, and tax and customs regime
e Gradual tariff reductions with aim to increase government revenue and not
protectionism
o Adopting market-oriented and people-centred policies, private sector development,
privatisation, trade liberalisation and promotion of investment, particularly in
tourism, transport and telecommunication infrastructure

Maldives 2011 e Improved ease of doing business, promoting investment and trade facilitation
e Support from EIF National Implementation Unit to the Ministry of Economic
Development
e New regulations in its services sector
e Policies centred around economic diversification, enabling foreign direct
investment (FDI)14

Samoa 2014 e Revenue generated from tourism, private and official transfers
o Diversification of economy, improving tourism infrastructure, attracting FDI,
gradual increase in privatisation
e Strengthening the political and governance structure
e Overseas Development Assistance from Australial®> and New Zealand

12 ‘Botswana and the Multilateral Trading System: The Impact of WTO Agreements, Negotiations and Implementation’, UNCTAD, 2006,
available at: http://unctad.org/en/Docs/ditctncd200517_en.pdf

¥ Bose, Arindam and Kabita Bose, ‘Botswana Case Study Role of ICT in Graduation from a Least Developed Country to a Developed
Country’, IST-Africa 2011 Conference Proceedings, 2011

! “‘Maldives: A Trade and Investment Pathway for Post-Graduation’, Enhanced Integrated Framework, available at:
www.enhancedif.org/en/publication/2016-04/maldives-trade-and-investment-pathway-post-graduation

'3 ‘Samoa Country Brief, Department of Foreign Affairs and Trade, Australian Government, available at:
http://dfat.gov.au/geo/samoa/pages/samoa-country-brief.aspx
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Trade and Development of
LDCs

Given the extensive process for graduation and
thresholds in income, human assets and
economic vulnerability, there is potential as well
as limitations in the multilateral trading system’s

ability to support LDCs.

Income Criteria

Studies on international trade'® have shown that
liberalisation of trade barriers have led to static as
well as dynamic gains.'” Theoretically, these gains
have both a direct and indirect impact on the

income of a population.

Considering an LDC has the option to meet only
the income criteria without achieving the other
two for graduation, this would suggest an
acknowledgment of increased social welfare due
to higher income. Assumingly, high gross
national product (GNP) would translate into
higher public expenditure as a whole, which could

enhance individual well-being as well.

Several multilateral tools have the potential to
generate observable improvements in LDCs

regarding the income criteria.

Duty Free Quota Free Market Access

The Decision to provide DFQF treatment by
developed countries to LDCs was adopted at the
Hong Kong Ministerial Conference in 2005, in
accordance with the Millennium Development
Goal Number 8. The main objective of DFQF is to

'® For example, Ricardian comparative advantage theory in
Heckscher-Ohlin model in international economics show that
economic liberalisation will lead to increased trade because
countries attain realistic goals of trade in goods they need (for
import) and what they have an advantage in (for export)

7'Sun, Peng and Almas Heshmati, ‘International Trade and
its Effects on Economic Growth in China’, IZA, Discussion
Paper No. 5151, August 2010

increase the access of goods produced by LDCs
into the markets of developed nations, without
facing import duties or quotas. This treatment
was allowed with an exclusion of three percent
tariff line so as to provide a certain amount of
flexibility to providers. Thus, this trade
mechanism is theoretically directly related to an
LDC’s gross income as per a project undertaken
by International Centre for Trade and Sustainable
Development (ICTSD) showing that 100 per cent
DFQF treatment by six large economies would
increase average LDC exports by 2.9 per cent,
which has a direct impact on GNP and meeting
the income graduation criteria.'® This has
remained an important item at the subsequent
Bali and Nairobi Ministerial Conferences in 2013

and 2015 respectively.

So far, there has been no real-life evidence to
show the direct connection of GNP with
implementation of DFQF. But a study'® by the
WTO Economic Research and Statistics Division
shows that due to DFQF there has been a
significant increase in merchandise export to
gross domestic product (GDP) ratio when

compared to a period when there was no DFQF.

This is in line with another study* which
suggested that DFQF was generally found not to
have a significant impact unless there was already
a prevalent robust economic system or was

accompanied by structural changes in the

'8 Laird, Sam, ‘Duty-free, quota-free market access: What's in
it for African LDCs?’, Bridges Africa ICTSD, June 17, 2013,
www.ictsd.org/bridges-news/bridges-africa/news/duty-free-
guota-free-market-access-what’s-in-it-for-african-Id

!9 Gnangnon, Séna Kimm & Priyadarshi, Shishir, ‘Has the
multilateral Hong Kong Ministerial decision on duty free quota
free market access provided a breakthrough in the Least
developed countries' export performance?’, WTO Working
Paper ERSD-2016-06, WTO-ERSD, July 2016, available at:
www.wto.org/english/res _ef/reser_e/ersd201606_e.pdf

2 Jto, Tadashi,

‘Did the LDC countries benefit from Duty-free Quota-free
access to the Japanese market?’, IDE DISCUSSION PAPER
No. 434, available at:
www.ide.qo.jp/English/Publish/Download/Dp/pdf/434.pdf

8
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country. Without this system, LDCs prospered in
goods export of which they already had a
comparative advantage, typically limited to only
one or a few products, but were unable to expand

to new skilled manufacturing activities.

Similarly, the African Growth and Opportunity
Act (AGOA), the US’ duty free tariff programme
for imports from sub-Saharan African LDCs, has
helped their apparel and textiles sector but
questions still remain as to its effectiveness in
increasing overall competitiveness and

manufacturing spill-overs.*!

However, additional country-specific factors play
an important role in the country’s performance
under DFQF. For example, Bangladesh could
prosper in Ready-Made Garment manufacturing
exports because of a large amount to cheap
labour, which could make gains through duty free
schemes under EU and US GSP schemes.*

Thus, an inference can be drawn that the average
income of LDCs did improve due to the DFQF as
is shown from the increase in merchandise
exports expressed as a percentage of GDP, thus
taking them a step closer to graduation. Even in
general, multilateral tariff preference and zero-
duty programmes have helped LDCs in their aim
to attain greater export earnings. The EU’s
Everything But Arms initiative for LDCs has
helped to build and strengthen the Maldives’

second largest industry of fishing.”®

2 Williams, Brock R., ‘African Growth and Opportunity Act
(AGOA): Background and Reauthorization’, CRS Report,
available at: https://fas.org/sgp/crs/row/R43173.pdf

2 Berg, Achim, Saskia Hedrich, Sebastian Kempf, Thomas
Tochtermann, ‘Bangladesh’s ready-made garments
landscape: The challenge of growth’, Apparel, Fashion &
Luxury Practice at McKinsey & Company, 2011, available at:
www.mckinsey.de/files/2011 McKinsey Bangladesh.pdf

% ‘The Least Developed Countries Report 2011-The Potential
Role of South-South Cooperation for Inclusive and
Sustainable Development’, UNCTAD, 2011, available at:
http://unctad.org/en/docs/Idc2011 en.pdf

Trade Facilitation

Trade facilitation, having been a matter of policy
and practise for a number of governments, finally
received support at the 2013 WTO Ministerial
Conference in Bali. With the Trade Facilitation
Agreement (TFA) now binding for all WTO
members, it serves as a major tool for reducing
trading costs through a combination of at-the-
border and behind-the-border measures, and for
regional integration. An Organisation for
Economic Cooperation and Development
(OECD) study* estimates that costs will be
lowered by at least 14.1 per cent for lower income
countries by fully implementing the Trade
Facilitation Agreement (TFA), not only by
positively reducing transaction and transit costs
but also by creating a more trade-conducive

atmosphere.

This involves easing the process of both exports
and imports. The former by facilitating goods are
accepted smoothly in the importer’s territory.
The latter by being able to utilise the simplified
RoO easily and thereby engage in higher value
manufacturing activities that in turn will be
exported. Thus, export revenues cumulate
directly into the GNP of a LDC, hence generating
larger per capita incomes leading towards

graduation.

Similarly, trade facilitation measures include
adopting international standards made by the
Codex, Office International Des Epizooties, and
International Plant Protection Convention;
conducting equivalence assessments and
introducing the quality and safety management

system, all of which would also reduce the costs of

* ‘The WTO Trade Facilitation Agreement — Potential Impact
on Trade Costs’, Trade and Agriculture Directorate OECD,
February, 2014, available at:
www.oecd.org/trade/tradedev/OECD_TAD_WTO trade_facilit
ation_agreement potential impact trade costs february 201

4.pdf

9
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compliance with SPS provisions.” Costs of
trading in food and perishable items are very
high, which would be substantially reduced due to
better border procedures and increased

transparency.

This is directly relevant for LDCs that lack in
institutional capacity, which affects production,
entry into supply chains and international
markets. But filling in this gap will most likely
lead to a number of positive externalities and
multiplier chain reactions, starting from the rural
sections that mainly comprise of producers of

primary exports.

In fact, in Cape Verde, AfT-funded projects for
infrastructure, transport and energy played an
important role in their graduation from LDC
status.”® For this reason itself, the trade
facilitation measure has been widely regarded as a
poverty and inequality reduction tool by directly
increasing exportability by a nation and indirectly

diverting the flow of income as well.”

Another way the TFA could be an effective
mechanism is the uniformity it brings to a
confusing, overlapping system of trade
facilitation rules present in nearly all free trade

agreements (FTAs) but which lack enforcement.

To address major hurdles of lack of infrastructure
and capacity, Part II of the TFA text has clearly
provided for a very structured S&DT, which takes

into account the implementation capacity of the

% Dong, Yinguo, ‘How can trade facilitation help LDCs cut
SPS barriers?’, Bridges Africa ICTSD, April 09, 2014, available
at: www.ictsd.org/bridges-news/bridges-africa/news/how-can-
trade-facilitation-help-ldcs-cut-sps-barriers

% Ajd-For-Trade: Case Story Verde, OECD, available at:
www.oecd.org/aidfortrade/47822558.pdf

" De, Prabir, Ajitava Raychaudhuri, ‘Trade facilitation and
poverty reduction in Asia and the Pacific: A case study of a
South Asian Economic Corridor’, Asia-Pacific Research And
Training Network On Trade Working Paper, UNESCAP,
September 2013, available at:
www.unescap.org/sites/default/files/AWP%20N0.%20131.pdf

country along with conditional assistance
received. On the basis of the country’s
development status, their performance will be
assessed. Although, landlocked LDCs
experiencing excessive cost, that are
predominantly structural in nature, may find less
benefit from TFA assistance. Thus, other
potential non-trade related improvements,
including good governance, regulations and
regional integration efforts will be necessary for
these LDCs.

Agriculture

The mainstay of the majority of WTO members is
agriculture, including crops and foodstuff, for
their basic sustenance, livelihood and income. For
LDCs, the agriculture sector accounts for 24 per
cent of GDP and more than a third of
employment.”® However, consensus on
agriculture trade rules has become an increasingly
difficult task to achieve. Food security for
developing nations and LDC:s is a highly
contentious point, along with the provision of
subsidies. While on the one hand these tools may
be trade distortive, on the other it also becomes a
prerogative of the multilateral trading system to
consider the poor capacity of LDCs and help
them through waivers and less stringent options
to continue agricultural trading. Similar to other
WTO provisions, the Agreement on Agriculture
(AoA) also provides for financial and technical

assistance as S&DT.

Over the years, there has been recognition of the
difficulties faced by LDCs, and every two years
the WTO Ministerial Conference attempts to
address LDC issues, which often directly increase

export earnings. The latest Ministerial

% ‘The Least Developed Countries Report 2014- Growth with
structural transformation: A post-2014’, UNCTAD, availabe at:

http://unctad.org/en/PublicationsLibrary/ldc2014 en.pdf
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Conference at Nairobi in 2015 was key in some
important policies with regards to food security

and cotton related measures.

With subsidies often seen as being trade distortive
against the interests of agriculture-dependent
nations, the Ministerial Decision on Export
Competition eliminated subsidies for farm
exports, with the exception of scheduled export
subsidies for dairy and processed products and
swine meat, with extended time for compliance
till 2030 for LDC:s. It also stated new rules for
export credits, international food aid and

exporting state trading enterprises.

Continued efforts to reach a final consensus on
the much debated food security issue of public
stockholding was also emphasised, since public
stockholdings must be permitted in order to let
developing countries and LDCs be equipped for

sudden contingencies.

With regards to cotton, a decision was taken to

grant listed ‘cotton-related’ exports from LDCs

DFQF access from January 01, 2016. Developed
countries are also required to end cotton export
subsidies immediately, while developing

countries must do so by January 01, 2017.%

Thus, since agriculture is one of the most crucial
areas of interest for economic and livelihood
reasons, LDCs require not just waivers from
elimination of export subsidies will suffice, but
also capacity building training and assistance
(training and financial) in modernising their
agricultural sector to an extent where export
subsidies are not needed. This will help LDCs to
increase their export revenue and, hence, meet

the income criteria for graduation.

% WTO members secure “historic” Nairobi Package for Africa
and the world’, WTO, December 19, 2015, available at:
www.wto.org/english/news_e/news15 e/mcl0 19decl5 e.ht
m

Human Assets Criteria

The improvement of well-being through a
culmination of factors like health, education and
nutrition also provides indications of
improvement in socio-economic factors. Support
for LDCs often follows that as the income of a
nation increases, macro-economically this has the
potential for enabling greater public expenditure
on education and healthcare services. At a micro-
level, increased trade and investment can create
employment, which enables a family to access
education, nutrition and healthcare. It also gives
rise to higher demand in activities to improve
employability, therefore improving the quality of

professional skills in the country.

Country-based evidence also supports this theory,
whereby a study by the UK Department for
International Development (DFID) found that an
increase in per capita income by 10 per cent in
low-income countries led to an increase in
expenditure on education by 11 per cent.”’
Similarly, in India, a 10 per cent increase in GDP
was seen to be correlated with a reduction in
infant mortality of between five and seven per

cent.’!

Furthermore, the additional assistance through
EIF projects, such as the ‘mushroom project’ in
Lesotho helped women earn wages and gradually
saw a steady rise in the treatment of deadly
diseases.” Thus, the supportive tools of the

multilateral trading system can offer a series of

% ‘Building Jobs And Prosperity In Developing Countries’,
Department for International Development, available at:
www.oecd.org/derec/unitedkingdom/40700982.pdf

% Bhalotra, ‘Childhood Mortality and Economic Growth’,
CMPO Working Paper Series No. 08/18, Centre for Market
and Public Organisation, available at:
www.bristol.ac.uk/media-
library/sites/cmpo/migrated/documents/wp188.pdf

% '|_esotho: Trade and health’, Enhanced Integration
Framework, available at:
www.enhancedif.org/en/content/lesotho-trade-and-health
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trade-related mechanisms to improve human

asset indicators.

Trade-Related Aspects of Intellectual
Property Rights

The TRIPS Agreement lays down minimum
standards to be followed in case of certain IPRs —
copyrights, trademarks, industrial designs,
patents, geographical indications, layout design of
integrated circuits, and undisclosed information.
WTO members are free to incorporate higher
thresholds of compliance within their domestic
IPR laws, which must not fall below the WTO

minimum standards.

Since implementation of TRIPS required a
significant amount of research and development
and the preparatory transition time to do so,
implementation waivers and time extensions were
granted to LDCs as per Article 66. Currently,
LDCs have until July 2021 to comply with the
TRIPS Agreement, and January 2033 for other
pharmaceutical waivers, which is in accordance
with the Sustainable Development Goal on health
that emphasises the right to use TRIPS
flexibilities to enhance access to medicines.*
Other S&DT granted by TRIPS includes Article
66.2 (provision of ‘technology transfer’ by
developed countries) and Article 67 (giving

technical and financial assistance to LDCs).

Most importantly, the 2003 waiver was cemented
as the first amendment to the WTO Legal Text on
January 23, 2017, allowing exports of medicines
that have been produced through compulsory

licensing in the exporting country. This goes a

% Saez, Catherine, ‘LDC Pharma IP Waiver Until 2033
Approved By WTO TRIPS Council’, Intellectual Property
Watch, November 06. 2015, available at: www.ip-
watch.org/2015/11/06/ldc-pharma-ip-waiver-until-2033-
approved-by-wto-trips-council/

long way in recognising and respecting the public

health rights in poorer economies.**

The WTO now has higher cooperation with the
World Intellectual Property Organisation
(WIPO) and other international organisations,
whereby IP-specific programmes under AfT and
EIF help to bridge the gap between concerned
governments and development partners. AfT and
EIF help to identify priority needs, ‘mainstream’
trade into national development strategies® and
fund implementation so as to create a stable and
sustainable environment to develop intellectual
property for LDCs (increasing “readiness”), and
also to respect others’ IPR laws (increasing
“competitiveness”).*

Over time, the multilateral trading system has
taken into account the alarming rates of deadly
diseases prevalent in LDCs, such as HIV/AIDS
and cancer. A major step was the Doha
Declaration on TRIPS & Public Health granting
high discretion to LDCs for allowing compulsory
licensing and parallel importation. Thus, it
becomes crucial that LDCs make the most of S&D
treatment of extensions and waivers and
assistance in capacity building to access cheap

medicines.

As a result of this landmark Decision, Malawi, an
LDC, made an arrangement to reduce the price of
its HIV/AIDS medicines.’” Such affordable

3 ‘Amendment of the TRIPS Agreement’, WTO, January 23,
2017, available at:
www.wto.org/english/tratop_e/trips_e/amendment_e.htm

% Least developed country members' priority needs
assessments: The aid-for-trade initiative and THE enhanced
integrated framework: Note by the Secretariat, 26th October,
2009, |P/C/W/544

% Cottier, Thomas, ‘From Progressive Liberalisation to
Progressive Regulation in WTO Law’, Journal of International
Economic Law, 2006.

%" Sekalala, Sharifah Rahma, ‘Beyond Doha: Seeking Access
To Essential Medicines For HIV/AIDS Through The World
Trade Organisation, World Bank, available at:
http://siteresources.worldbank.org/INTRAD/Resources/SSekal

ala.pdf
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medicines will help to improve general health and
hence gradual improvement in the child
mortality, which will be directly beneficial to an
LDC’s test on the HAI criteria.

In absence of TRIPS compliance requirements,
certain LDCs like Uganda, Cambodia and
Rwanda have been successful in developing
pertinent legislations, and increasing
manufacturing of HIV-related medicines.?®
Bangladesh has been able to manufacture generic
drugs, which added to their self-sufficiency as

well as export revenue.”

However, as much as the multilateral trading
system has provided waivers and policy
amendment, a complacent attitude has been
observed in LDCs and hence, their motivation to
improve basic capacity from grassroots remains
deficient. It is here that assistance from developed

nations is urged to address basic structural
shortfalls.*

Along with capacity constraints, the latest trend
of TRIPS- Plus provisions is alarming, as
patenting relaxations have directly handed major
pharmaceutical companies the ability to patent
medicines with little enhanced efficacy and sell
them at high costs. However, generic medicines,
which are said to be 80-85 per cent less costly
than the patented medicines and equally

% ‘|mplementation of TRIPS and access to medicines for HIV
after January 2016: Strategies and options for least-developed
countries’, UNAIDS, November 2011,
www.unaids.org/en/media/unaids/contentassets/documents/un
aidspublication/2011/JC2258 techbrief TRIPS-access-
medicines-LDC_en.pdf

¥ Mamun, Rashid, ‘Report on Pharmaceutical Sector of
Bangladesh: Prospects and Challenges’, BRAC University,
2014, available at:
http://123.49.46.157/bitstream/handle/10361/3220/13274025.p
df?sequence=1

% Azam, Monirul, ‘Has the TRIPs Waiver Helped the Least
Developed Countries Progress Towards Innovation and
Compliance?’ in Intellectual Property and Public Health in the
Developing World, May 2016, available at:
www.openbookpublishers.com/htmireader/978-1-78374-228-
8/ch5.xhtml#footnote-1046

efficient,” are heavily discouraged by big-pharma

patent-seekers.

Hence, the Decision on Public Health in 2003 has
now finally arrived as a crucial relief to LDCs and
medicine importers, through formalisation in the
latest TRIPS amendment. India has been an
exemplar in exporting affordable generic
medicine to LDCs and globally, including

through compulsory licensing granted in 2012.*

Thus, the multilateral trading system has been
helpful to LDCs within the current TRIPS
framework, but recent TRIPS-Plus provisions are
likely to work to the detriment of developing
nations and LDCs. So long as all LDCs continue
working to build capacity and knowledge and
strengthen their own IP laws, there is potential
for general welfare and steady improvement in

human health.

Additionally, the TRIPS Agreement holds
potential for beneficial interpretation and
amendments, especially in the context of Access
and Benefit Sharing (ABS), to provide for better
commercialisation of genetic resources that LDCs
are generally rich in but find it difficulty to tap its
potential. The potential also lies in greater
recognition of Geographical Indications of
products from LDCs. This would broadly
generate employment and higher commercial
returns, thereby supporting the process towards

graduation.

“! Facts about Generic Drugs, US FDA, available at:
www.fda.gov/Drugs/ResourcesForYou/Consumers/BuyingUsin
gMedicineSafely/UnderstandingGenericDrugs/ucm167991.htm
2utm_campaign=Google2&utm_source=fdaSearch&utm_medi
um=website&utm_term=generic&utm_content=4

“2 India helped to lower the cost of HIV/AIDS treatment by 99
percent since 2000, thereby improving access to cheap
medicines in the Global South. Gautam, Savita and Meghna
Dasgupta,

‘Compulsory licensing: India’s maiden experience’, Asia-
Pacific Research And Training Network On Trade Working
Paper No.137, UNESCAP, December 2013, available at:
www.unescap.org/sites/default/files/AWP%20N0.%20137.pdf
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Sanitary and Phytosanitary Standards

The Agreement on Sanitary and Phytosanitary
Standards is another highly debated area in the
context of LDCs. This agreement allows for
minimum standards that can be undertaken in
case of mostly foodstuff or anything that is likely
to cause harm to plant, animal and human health,
as well as environment. The Agreement strictly
provides that the measures must be taken only
after a risk assessment has happened and
scientific justification of the measure is founded,
so as to prevent arbitrary application of such

measures.

At the very outset, it is important to realise the
aim and potential of SPS measures, which
provides policy space to nations in order to take
measures in furtherance of maintaining health
standards that it deems necessary for protection
of its citizens. This holds immense value for LDCs
which normally suffer from high amounts of
health-related issues. By using the WTO SPS
provisions, LDCs can exercise their power and
provide policy space to allow imports of only
those food items that meet the threshold criteria

for its pre-determined health standards.

Since SPS is also based on scientific criteria, this
would induce the LDCs to invest in scientific-
cum-technical skills building and knowledge
dissemination activities. Together, this would
have a significant impact on health and literacy
levels, which would ultimately have positive

effects on child mortality and nutrition.

Realistically, we recognise that this may be a
tough task for LDCs to achieve without external
multilateral support. But since WTO law provides
for S&DT, richer nations need to ensure

assistance to LDCs for their capacity building.

Such S&DT includes more time for compliance,
adequate financial and technical assistance in
compliance with standards, longer preparatory
time to prevent trade disruptions due to bans.*
For example, the EIF Tier 2 project on
‘Strengthening of Productive and Trade
Capacities of Benin’ assists in standards

compliance along LDC’s own production line.*

In the long run, it has been generally observed
that SPS compliance requirements for LDC
exporters can act as stimuli to effect changes in
hygiene, health and sanitary standards in their
production lines. This also improves export
diversification and stability in agricultural
production, which directly aids LDCs to improve
in the Economic Vulnerability Index (EVI)

criteria for graduation.

An example of this is when the EU banned
Bangladeshi shrimps in 1997. Sufferings caused
by the ban catalysed developmental steps by the
government in furtherance of SPS compliance.
This helped to resume export, which not only
stabilised the economy but also enhanced their
own food safety and health awareness, thus
enhancing the qualitative aspect of their human

assets as well as increasing incomes.

Similar developments through forced compliance
was experienced in Cape Verde in the 2000s with
respect to their exports-heavy fisheries industry,
by which one could view as contributing to their

final graduation by increasing income.*

“® Rahman, Mustafizur, ‘EU Ban on Shrimp Imports from
Bangladesh: A Case Study on Market Access Problems Faced
by the LDCs’, CUTS-CITEE, available at: www.cuts-
international.org/sps-analysis-sps_case bdesh.htm

“ ‘Launch of the EIF Tier 2 project on Strengthening of
Productive and Trade Capacities of Benin’, UNCTAD, June
2015, available at:
http://unctad.org/en/pages/MeetingDetails.aspx?meetingid=85
2

“*Supra note 24.
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But we need to be wary of developed nations
using SPS measures for protecting domestic
industries in the guise of protecting public health.
Since the standards in reality have been set quite
beyond the capacity of LDCs. This also calls for
domestic establishment of better institutional and
administrative frameworks which are ready to
invest more in supply-chain modernisation. Once
this is done, LDCs will risk fewer bans due to
failure in quality checks (like Bangladesh
shrimps) but rather will manifest directly as
improvement in the Healthcare-Associated
Infection (HAI).

Economic Vulnerability Criteria

A glance at the EVI shows that vulnerability of an
LDC’s economy arises out of having to balance
interests of a substantially poor population with
its over dependence on agro-based production
and a narrow, unstable export base. This means
extending production to more than the good in
which it has a comparative advantage and to

other sectors as well.

For example, a case study of Burundi showed that
increasing production of a good other than its
most exported good, i.e. coffee, would raise the
GDP by a much larger margin.* However, there
are emerging challenges like climate change
facing LDCs which are otherwise deemed ready to

graduate, like Kiribati and Nepal.”

Thus, EVI seems to capture the ultimate goal for
all LDCs, which is the readiness for any
emergency that will affect the economy and its

society as a whole.

“® ‘Enabling the Graduation of LDCs: Enhancing the Role of
Commodities and Improving Agricultural Productivity’,
UNCTAD, 2012, available at: http://ldc4monitor.org/wp-
content/uploads/2015/10/unctad_graduation.pdf

47 <Criteria for Identification and Graduation of LDCs’, UN-

OHRLLS, available at: http://unohrlls.org/about-ldcs/criteria-
for-ldcs/

Rules of Origin

RoO are used to determine the country of origin
of a good, which is necessary to determine what
kind of tariff and non-tariff treatment those
particular goods are to receive. RoO is deemed as
a non-tariff measure by some LDCs. On one
hand, RoO can be justified so as to prevent
misdirection of GSP to non-beneficiaries, and on
the other, the compliance with stringent RoO
provisions is beyond the capacity of most LDCs

and affects their exports.

Such debates on RoO have heightened the
discussion on preferential and simplified RoO for
exports from LDCs; the use of value addition
criterion and regional cumulation to meet RoO
requirements for benefiting from GSP, leading to
the 2013 Bali Decision on Preferential Rules of
Origin for Least-Developed Countries which was
further clarified in Nairobi in 2015.

Thus, this enables moving away from mere
production of raw materials and up the supply
chain where there are more potential value
addition activities within borders, encouraging
further increase in establishing backward linkage
activities. Taking note of the fact that such
changes in production lines would require easier
processes of imports, trade facilitation assumes
greater significance in graduation. All such
activities increase stability in export production
and merchandise export concentration, which
can influence an advance in the EVI criteria
performance for an LDC, bettering its chances of

graduation.

As observed with a number of tools under the
multilateral trading system, forced compliance
based on internal needs of the LDC has positively
resulted in the advancement. When Bangladeshi
Ready-Made Garment (RMG) exporters faced

bans from the EU on the grounds of non-
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compliance with certain EU RoO, subsequent
measures taken by the Bangladeshi government
and local entrepreneurs developed domestic
backward linkage activities in order to locally
source raw materials for the RMG industries.*®
This intensified the country’s diversification
efforts, which coupled with external support
under the multilateral trading system, like EU
GSP schemes, helped to increase market access,

merchantability and competitiveness.

Hence, by creating a stronger network of
production and trade through supportive RoO-
related programmes, LDCs have succeeded in
achieving self-reliance while becoming less
vulnerable, receptive and better handlers of

shocks, hence progressing towards graduation.

Trade in Services

As many LDCs suffer from the ‘commodity trap’,
naturally their performance in the EVI criteria
worsens by reducing the export base and

attracting the ‘natural resource curse’.

A World Bank report in 2012 concluded that
value addition through services trade is greater
than that through goods trade and is more closely
linked to poverty reduction as well.* In the same
year, UNCTAD reported that countries with a
stronger trading system in services survived and

recovered better from the 2008 financial crisis.

Thus, after an extended period of preferential
treatment only to LDCs’ merchandise exports, the
strategic importance of trade in services to an
LDC’s growth was realised. This led to the

adoption of a waiver from General Agreement on

8 Rahman, Mustafizur, ‘Rules of Origin in EU and US GSP
Schemes: Concerns and Interests of Bangladesh’ in supra
note 44.

49 World Bank, ‘Role of Services in Economic Development’,
Geneva, July 2012, available at:

www.wto.org/english/tratop _e/devel e/a4dt e/wkshop julyl2 e
/world bank.ppt

Trade in Services Most Favoured Nation (GATS
MEN) provisions for LDCs in 2011 for a period of
15 years, which was discussed further in the Bali
Ministerial Conference, 2013. Their collective

request included waivers in:

e Market access, Article XVI, and national
treatment restrictions

e Visas, work permits, and residence permits

e Recognition of qualifications of LDC
professions and accreditation of LDC

institutions

This gives an idea that LDCs are demanding more
in ease of movement of natural persons, i.e. Mode
4. This would also increase in the net transfer of
income from abroad in the GNP of a nation,
thereby also positively affecting the income

criteria of graduation.

In fact, remittances contributed greatly to
development of Samoa and Cape Verde. On an
average in all LDCs, workers’ remittances rose in
2015, reaching US$41.3bn. They exceeded 20 per
cent of GDP in the Comoros, Haiti, Liberia and
Nepal.*

Extending the preferential treatment to not only
waivers, developed nations like Australia have
also realised the importance of assisting LDCs
financially and technically for developing the
supply side of their services export. WTO
initiative EIF has been actively helping LDCs to
improve their domestic services industry by
analysing advantages, priorities and challenges.
Given their edge as tourism destinations, the EIF

has been supporting priority tourism projects in

% See ‘Migration and Remittances Factbook 2016’, World
Bank; and ‘The Least Developed Countries Report 2016

The path to graduation and beyond: Making the most of the
process’, UNCTAD, 2016, available at:
http://unctad.org/en/PublicationsLibrary/ldc2016overview _en.p
df
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Burundi, Cambodia, Liberia, Sierra Leone,

Solomon Islands and Vanuatu since 2011.°!

In 2015, Vanuatu Tourism Infrastructure Project
undertaken with the help of EIF has integrated
environmental management into their
development action plans, hence strengthening

their position against future calamities.*

Interestingly, three out the four graduated LDCs
— Cape Verde, Maldives and Samoa — gave credit
to the development of tourism and service
industry for their graduation, which had direct
positive spill-overs on their hotel industry,
construction sector, real estate services, catering

and agro-food industry.”

Export in travel services has been a strength for
most LDCs, but they have been lagging behind in
other financial and business related services.
Naturally, this can be explained due to a poorer
education and literacy level, lack of skilled

workforce and IPR protection laws.>

At the same time, due to the generally dismal
infrastructural capacity in LDCs they could
probably fare better if they created information
and communication technology services using
their own resources. Thus, in an LDC, if there are
simultaneous efforts towards trade facilitation
measures to improve goods trade along with
liberalisation and ease in services trade, the LDC

can confidently shield themselves from major

® ‘Trade in services, a great opportunity for sustainable growth
in LDCs’, EIF, available at:
www.enhancedif.org/en/publication/2015-10/trade-services-
great-opportunity-sustainable-growth-Idcs

®2 'vanuatu: Trade and services, rehabilitation and promoting
cultural heritages’, EIF, available at:
www.enhancedif.org/en/content/vanuatu-trade-and-services-
rehabilitation-and-promoting-cultural-heritages

%% Supra note 24.

% ‘Enabling the Graduation of LDCs: Enhancing the Role of
Commodities and Improving Agricultural Productivity’,
UNCTAD, 2012, available at: http://Idc4monitor.org/wp-
content/uploads/2015/10/unctad graduation.pdf

economic crises, due to a number of direct spill-
overs, such as skill-building opportunities. This
improves stability of the export status of a
country by creating a steady supply of knowledge-
based services without having to depend on

highly vulnerable production activities.

Moving toward Graduation

In the end, there is no clear path for LDCs to use
trade through the multilateral trading system as a
tool for graduating out of the LDC status. Trade
preferences certainly can benefit exports at a later
stage, but often have less impact on structural
improvements. Other trade and non-trade
factors, such as domestic supply chain capacity
and governance, are also crucial for meeting
graduation thresholds, as seen in the cases of
Botswana, but are not adequately supported by

LDC trade preference programmes.

Even when social-economic progress is seen in
LDCs, such as banking in Samoa or textiles in
Bangladesh, those results cannot be fully linked
with the benefits offered to LDCs. The main
constraint remains the lack of capacity.
International support measures must be designed
to effect structural transformations and increase

institutional capacity and efficiency.”

This also means that the WTO system of special
and differential treatment needs to more than
mere ‘best endeavour’ acts, with greater

enforceability. That support must be maintained

* The ITC already advising and training governments and
private sector actors (especially SMEs) on how to benefit from
the TFA. ‘A trade facilitation agreement to increase LDC
exports’, ITC News, 1 December, 2013, available at:
www.intracen.org/article/A-trade-facilitation-agreement-to-
increase-LDC-exports/

17



http://www.enhancedif.org/en/publication/2015-10/trade-services-great-opportunity-sustainable-growth-ldcs
http://www.enhancedif.org/en/publication/2015-10/trade-services-great-opportunity-sustainable-growth-ldcs
http://www.enhancedif.org/en/content/vanuatu-trade-and-services-rehabilitation-and-promoting-cultural-heritages
http://www.enhancedif.org/en/content/vanuatu-trade-and-services-rehabilitation-and-promoting-cultural-heritages
http://ldc4monitor.org/wp-content/uploads/2015/10/unctad_graduation.pdf
http://ldc4monitor.org/wp-content/uploads/2015/10/unctad_graduation.pdf
http://www.intracen.org/article/A-trade-facilitation-agreement-to-increase-LDC-exports/
http://www.intracen.org/article/A-trade-facilitation-agreement-to-increase-LDC-exports/

cuTs™

International

at a certain level to ensure LDCs do not slip back

during their transition.>

Along with the necessary structural improvement
assistance and capacity building, which form the
base of LDC graduation, the multilateral trading
system also must provide for an effective legal
system to address grievances. While there are
waivers in place minimalising the number of
disputes against LDCs, it is discouraging to note
that only a single dispute has been brought by an
LDC.” This lack of utilising the WTO dispute
mechanism is mainly attributable to high costs of
partaking in legal procedures and, thus, LDCs

often only participate as third parties.

Article XXIV of the GATT, 1994 provides a
mechanism for countries to form regional or
preferential arrangements amongst themselves.
Several such agreements have been created to the
benefit of LDCs where grouping with developed
nations helps access preferential benefits not

otherwise available on a multilateral basis.

However, while many LDCs are part of at least
one preferential arrangement, consisting of trade
and investment chapters, more often than not the
supportive mechanisms of the multilateral
trading system get lost in the intermingled
‘spaghetti bowl’ of such arrangements. Trade

agreements have been useful for many LDCs,

% For example, the EIF continued providing targeted support
for institutional capacity building and addressing supply-side
constraints to Cape Verde, Maldives and Samoa for five years
after graduation. ‘A world without Least Developed Countries
(LDCs): Towards a Better Framework to Assist Structural
Transformation for LDC Graduation’, EIF, 19 July, 2016,
available at: www.enhancedif.org/en/publication/2016-
07/world-without-least-developed-countries-Idcs-towards-
better-framework-assist. Also see EIF’s assistance
commitment to Bangladesh after their planned graduation, ‘EIF
to assist BD after graduating to MIC’, Financial Express,
Bangladesh, 17 March, 2017, available at:
www.thefinancialexpress-bd.com/2017/03/17/64641/EI1F-to-
assist-BD-after-graduating-to-MIC

%" DS-306, India- Anti-Dumping Measure on Batteries from
Bangladesh. Bangladesh brought dispute against India which
was resolved through subsequent consultations

however focus should not be lost of the many

trade assistance programmes.

As demonstrated, there are numerous direct and
indirect avenues offered by the multilateral
trading system to assist LDCs toward graduation.
Developed countries still need to expand their
DFQEF preferences to 100 per cent while
considering country specific factors to encourage
export diversification. If agriculture
modernisation could be supported, including
promoting sustainable agriculture practices,™
LDCs could diversity their agro-goods and reduce

vulnerability, as well.

To advance human welfare through trade, LDCs
must take full advantage of S&DT in IPR and seek
targeted AfT and EIF programmes to procure and
manufacture affordable medicine as well as build

capacity of their SPS standards.

Simplified RoO and attracting investment in
industries that could move up the value chain by
taking advantage of RoO benefits could protect
LDC economies from external shocks. Assistance
programmes need to work closely with LDCs to
identify which sectors can benefit and grow from
forced compliance, as in the case of Bangladeshi
RMG sector.

Investment, foreign and domestic, and
remittances, requiring liberal Mode 4 access, can
be useful tools to reduce LDC dependence on
ODA. Furthermore, investment in services such
as tourism should be a priority. Targeted
programmes through AfT and EIF can help in
this respect and develop LDC plans to attract
investors and grow their services sector rather

than just agricultural and manufactured goods.

®8 ‘Compendium of Sustainable Agriculture Practices: Insights
from Indus, Ganges and Brahmaputra basins’, CUTS
International, August 2016, available at: www.cuts-
citee.org/SDIP/pdf/SDIP-Compendium_on_Agriculture.pdf
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Of course, to grow LDC services sectors,
countries will need to strengthen their regulatory
frameworks to compliment, rather than compete
against, other regulations such as consumer rights
protection and anti-competitiveness without
hindering performance or efficiency of the

sectors.

Finally, as the WTO moves forward on new issues
in trade, LDCs and multilateral trading system
mechanisms will also have to consider using new
tools for achieving graduation. Importantly, one
of the next major negotiation points at the WTO
that could benefit LDCS will be e-commerce;
considering its speed, efficiency, reach, and

accessibility.

While enabling e-commerce for LDCs would

require a great deal of capacity building and

external assistance, it holds immense potential,
particularly for small and medium-sized
enterprises (SMEs), by eliminating costs of
physical distances, overcoming economies of
scale limitations, cost effectiveness from digital
platforms, inclusivity and mobility are too great
for LDCs to overlook in planning their strategy

for graduation.

With the next triennial review by the CDP
planned for 2018 where many LDCs are up for
graduation, there is great scope for learning from
LDC development, both trade and non-trade
related progress, in order to harness the immense
potential the multilateral trading system, with all
its preferences and tools, has to offer to the
poorest and most vulnerable nations in the global

community.

cuTs®

International
D-217, Bhaskar Marg, Bani Park, Jaipur 302016, India

Ph:91.141.2282821 e Fx: 91.141.2282485

cuts@cuts.org ® www.cuts-international.org

19




