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Foreword

In 2015, the United Nations launched the 2030 Agenda for sustainable development and corresponding SDGs. To
support this programme a Global Indicator Framework was adopted by the United Nations Statistical Commission
(2017) and subsequently by the United Nations (2017). That framework comprises 232 statistical indicators designed to

measure the 17 goals and their respective 169 targets.

This third edition of the SDG Pulse illustrates in a very concrete way how UNCTAD is contributing to the 2030 Agenda.
The report not only presents statistical updates and data-driven analysis for the indicators for which UNCTAD is a
custodian or co-custodian, but it also presents a range of other complementary indicators that provide a wider context

and more nuance to these complex topics.

This report also presents some case studies from UNCTAD’s capacity development programme from a statistical
perspective - presenting our activities and successes in hard numbers. These case studies are important as they
illustrate the Results Based Management approach adopted by UNCTAD - helping us to improve our responsiveness

and accountability to member states.

Finally, this report will every year, highlight a thematic issue of immediate relevance. This year’s theme addresses
remoteness as a challenge for sustainable development and how to mitigate geographic distance, especially from the
perspective of SIDS. Dedicated analysis on SIDS’ economic, social and environmental vulnerabilities and strengths is
provided in Development and globalization: FFacts and figures 2021. We propose a composite index of remoteness (see
Cantu-Bazaldua, 2021) to consider more comprehensively the implications of remoteness. The index will help guide

policy measures to enhance connectivity through digital, socio-cultural and political means.

Steve MacFeely
Head of Statistics and Information
UNCTAD
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Introduction

Welcome to the third edition of UNCTAD’s SDG Pulse - UNCTAD’s annual statistical publication reporting on
developments relating to the 2030 Agenda for Sustainable Development (United Nations, 2015) and the Sustainable
Development Goals (SDGs). The purpose of this report is to: provide an update on the evolution of a selection of official
SDG indicators and complementary data and statistics; provide progress reports on the development of new concepts
and methodologies for UNCTAD custodian indicators; and to also showcase, beyond the perspective of the formal SDG
indicators, how UNCTAD is contributing to the implementation of 2030 Agenda. The report will also investigate
thematic issues of relevance to 2030 Agenda - this year, the report discusses remoteness as a challenge for achieving

the 2030 Agenda.

The report is organized by four broad categories:

0 Theme

The report can be read by theme. Here the indicators are sub-divided across the three themes to which UNCTADs
work contributes: multilateralism for trade & development; productive growth; and structural transformation.
Through this thematic lens, a wide range of indicators are presented and issues discussed, including: recent trends
in trade, including barriers to trade, and policies to promote trade; investment, transport infrastructure, 1C'T for

sustainable development, and debt sustainability; and industry, high value-added and sustainability.

(? Goals and indicators

The SDG indicators presented in this report are also categorised by goal. The goals and indicators selected reflect
UNCTAD’s broad mandate of economic and sustainable development. These indicators are supplemented with

other complementary indicators. The SDG indicators presented in this report are:

GOAL 2

Goal 2: Zero hunger

= |ndicator 2.a.2: Total official international support to agricultural sector
= |ndicator 2.b.1: Agricultural export subsidies

= |ndicator 2.c.1: Indicator of food price anomalies

GOAL 8

Goal 8: Decent work and economic growth

m  |ndicator 8.9.1: Tourism direct GDP

= |ndicator 8.a1: Aid for Trade commitments and disbursements
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GOAL9

Goal 9: Industry, innovation and infrastructure

m  |ndicator 912: Passenger and freight volumes, by mode of transport

= |ndicator 9.2.1: Manufacturing value added

= |ndicator 9.2.2: Manufacturing employment

= |ndicator 9.4.1: CO, emission per unit of value added

m  |ndicator 9.5.1: Research and development expenditure

m  |ndicator 9.5.2: Researchers relative to population

= |ndicator 9.a.1: Total official international support to infrastructure

= |ndicator 9.b.1: Proportion of medium and high-tech industry value added

= |ndicator 9.c.1: Proportion of population covered by a mobile network

GOAL 10

Goal 10: Reduce inequality

= |ndicator 10.a.1: Proportion of tariff lines with zero-tariff*

= |ndicator 10.b.1: Total resource flows for development

GOAL 12

Goal 12: Responsible consumption & production

= |ndicator 12.6.1: Number of companies publishing sustainability reports*

GOAL 16

Goal 16: Peace, justice and strong institutions

m  |ndicator 16.4.1: Total value of inward and outward illicit financial flows*

GOAL 17

Goal 17: Partnership for the goals

= |ndicator 17.2.1: Net official development assistance, total and to LDCs
= |ndicator 17.3.1: FDI, ODA and South-South Cooperation*

= |ndicator 17.4.1: Debt service as a share of exports of goods and services
m  |ndicator 17.5.1: Implement investment promotion regimes for LDCs*

= |ndicator 17.6.2: Fixed Internet broadband subscriptions

= |ndicator 17.8.1: Proportion of individuals using the Internet

= |ndicator 17.10.1: Worldwide weighted tariff-average*

= |ndicator 17.11.1 Developing countries and LDCs' share of global exports*

m  |ndicator 17.12.1: Tariffs faced by developing countries, LDCs and SIDS*
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Custodian agencies are responsible for developing international standards and recommending methodologies for
monitoring SDG indicators. They are also tasked with compiling and verifying country data and metadata, and for
submitting the data, along with regional and global aggregates, to the global SDG report and database by the United
Nations Statistics Division. SDG Pulse covers the following UNCTAD custodian indicators, but also many other SDG

indicators to describe sustainable development comprehensively.

UNCTAD is the custodian or co-custodian agency for several SDG indicator falling under goals 10, 12, 16 and 17. To see
UNCTAD custodian indicators and find related SDG Pulse sections.

Ng
£

|
o

lf? UNCTAD in Action

UNCTAD runs a wide-ranging capacity development programme to support progress towards the 2030 Agenda.
This report presents some case studies from UNCTAD’s development programme from a statistical perspective -
presenting UNCTAD’s activities and successes in hard numbers. These case studies are important as they also
illustrate the Results Based Management approach adopted by UNCTAD - helping us to improve our

responsiveness and accountability to member states.

(:P In Focus

Every year, the SDG Pulse will highlight a specific aspect of the 2030 Agenda and discuss this issue from the slant
or perspective of statistics. This edition discusses remoteness as a challenge for sustainable development and how
to mitigate geographic distance, especially from the perspective of SIDS. Dedicated analysis on SIDS” economic,
social and environmental vulnerabilities and strengths is provided in Development and globalization: Facts and
figures 2021, We propose a composite index of remoteness (see Cantu-Bazaldua, 2021) to consider more
comprehensively the implications of remoteness. The index will help guide policy measures to enhance

connectivity through digital, socio-cultural and political means.
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Disclaimer

The designations employed and the presentation of material on this web site do not imply the expression of any opinion
whatsoever on the part of the Secretariat of the United Nations concerning the legal status of any country, territory, city
or area or of its authorities, or concerning the delimitation of its frontiers or boundaries. A dispute exists between the
Governments of Argentina and the United Kingdom of Great Britain and Northern Ireland concerning sovereignty over
the Falkland Islands (Malvinas). The final boundary between the Republic of Sudan and the Republic of South Sudan
has not yet been determined. The final status of the following territories has not yet been agreed or determined: Abyei
area, Aksai Chin, Arunachal Pradesh, Bi'r Tawil, Hala’ib Triangle, llemi Triangle, Jammu and Kashmir, Kuril Islands,
Paracel Islands, Scarborough Shoal, Senkaku Islands, Spratly Islands.

The designations “developing” and “developed” are intended for statistical convenience and do not necessarily express

a judgement about the stage reached by a particular country or area in the development process.

Notes

* Indicators for which UNCTAD is a custodian or co-custodian agency.
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A-C

3G

4G

Ad-valorem equivalent

Advanced reporting

requirement

AfCFTA
AGOA

Aid for Trade

Aid for Trade

commitments

Aid for Trade
disbursements

AIS

ALDC
ASYCUDA
Asymptomatic
AU

B2B

B2C

BEPS

BIT

Blended finance

BoP

Third generation of cellular network technology
Fourth generation of cellular network technology

A tariff that is not a percentage of the price of the product (e.g. dollars per ton) can be estimated as a percentage
of the price — the ad valorem equivalent. (WTO, 2021a)

Advanced reporting requirement represents a set of reporting elements, beyond the
minimum reporting requirement, which demand additional information from companies in their sustainability
reports for the purpose of measuring SDG indicator 12.6.1 (UNCTAD, 2019a).

African Continental Free Trade Area (AfCTA)
African Growth and Opportunity Act

Measures aimed at assisting developing countries to increase exports of goods and services, to integrate into the
multilateral trading system, and to benefit from liberalized trade and increased market access. It is considered
as part of ODA. Effective Aid for Trade will enhance growth prospects and reduce poverty in developing
countries, as well as complement multilateral trade reforms and distribute the global benefits more equitably
across and within developing countries (WTO, 2000). It is measured as gross disbursements and commitments

of total ODA from all donors for Aid for Trade (United Nations, 2021).

Aid for Trade commitment is a firm obligation, expressed in writing and backed by the necessary funds,
undertaken by an official donor to provide specified assistance to a recipient country or a multilateral
organisation (OECD, 2021a; AidFlows, 2019).

Aid for Trade disbursements refer to the release of funds to or the purchase of goods or services for a recipient;
by extension, the amount thus spent. Dishbursements record the actual international transfer of financial
resources, or of goods or services valued at the cost to the donor (OECD, 2021a; AidFlows, 2019).

Automatic identification system (ALS)

Division for Africa, Least Developed Countries and Special Programmes
Automated System for Customs Data

When a condition produces no symptoms, or a person shows no symptoms.
African Union

Business to Business

Business to Consumer

Base erosion and profit shifting

Bilateral Investment Treaty (BIT) is a type of international investment agreement (IIA) made between two
countries regarding promotion and protection of investments made by investors from one country in the other
country’s territory, which commits the host country government to grant certain standards of treatment and
protection to foreign investors (nationals and companies of the other country) and their investments (UNCTAD,

202la).

Blended finance combines concessional financing —loans that are extended on more generous terms than market

loans— and commercial funding.

Balance of payments



Broadband

CAPIL

Carbon intensity

Carbon price

Carbon tax
CATI
CBERA

CCCT

CCSA
CH,y

COs

CO9e

Comply-or-explain

approach

Concessional loans

Containerised transport

CoP

COVID-19

COVID-19 death

CSTD

A general term meaning a telecommunications signal or device of greater bandwidth, in some sense, than
another standard or usual signal or device. In data communications, this refers to a data transmission rate of at
least 256 kbit/s. In the context of Internet, this can be delivered via fixed (wired) or mobile networks (ITU,

2014).
Computer assisted personal interview

Carbon intensity is the amount of emissions of carbon dioxide (CO») released per unit of another variable such

as gross domestic product (GDP), output energy use or transport (IPCC, 2014).

Carbon price is the price per unit of avoided or released carbon dioxide (CO2) emission, or its COs equivalent

(TPCC, 2014).

Carbon tax is a levy on the carbon content of fossil fuels (IPCC, 2014).
Computer assisted telephone interview

The Caribbean Basin Economic Recovery Act

Commonwealth Caribbean Countries Tariff (CCCT) is a Preferential Trade Arrangements (PTAs) categorized as
other type of PTAs. The provider of CCCT is Canada. CCCT entered into force on the 15th of June 1986 (WTO,
2021b).

Committee for the Coordination of Statistical Activities
Methane

Carbon dioxide (CO2) is a colourless, odourless and non-poisonous gas formed by combustion of carbon and in

the respiration of living organisms (OECD, 2021b).

Carbon dioxide equivalent (COs¢) is a measure used to compare the emissions from various greenhouse gases
based upon their global warming potential. It represents the quantity of carbon dioxide that has equal global
warming potential as the given quantity of a greenhouse gas (OECD, 2021b).

Comply-or-explain approach is a reporting practice under which companies are invited to explain the reasons
for not providing all requested information in their sustainability reports or for not publishing a
sustainability report at all (UNCTAD, 2013).

Loans that are extended on terms substantially more generous than market loans. The concessionality is
achieved either through interest rates below those available on the market or by grace periods, or a
combination of these (OECD, 2021b).

Freight transport using intermodal containers of standard dimensions, i.e. containers that can be moved
seamlessly between ships, trucks, trains and other modes of transport as well as storage. The two most used are
the 20-foot and the 40-foot containers. They form the basis of the main units of measure currently applied in
transport: the twenty-foot equivalent Unit (TEU) and the forty-foot equivalent unit (FEU). (World Shipping
Council, 2020)

Communication on Progress (CoP) is a voluntary, public report through which a company informs stakeholders
about its efforts to implement the principles of the United Nations Global Compact (2013).

Infectious disease caused by the strain of coronavirus SARS-CoV-2 discovered in December 2019.
Coronaviruses are a large family of viruses which may cause illness in animals or humans. In humans, several
coronaviruses are known to cause respiratory infections ranging from the common cold to more severe diseases
such as Middle East Respiratory Syndrome (MERS) and Severe Acute Respiratory Syndrome (SARS). The most

recently discovered coronavirus causes coronavirus disease COVID-19 (WHO, 2020b).

Defined for surveillance purposes as a death resulting from a clinically compatible illness in a probable or
confirmed COVID-19 case, unless there is a clear alternative cause of death that cannot be related to COVID-19
disease (e.g. trauma). There should be no period of complete recovery between the illness and death. Further
guidance for certification and classification (coding) of COVID-19 as cause of death is available in WHO

(2020a).

United Nations Commission on Science and Technology for Development



CTS

Consolidated Tariff Schedules
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D-F

DAC

Data revolution

DDA

Debt service

Debt sustainability

DFQF
DGDS
DIAE
DITC
DMFAS

DTAs

DTL
Duty-free

E-commerce

EBA

ECLAC
ECOWAS

Emission

Employed in R&D in

FTE

Development Assistance Committee

Data revolution refers to the transformative actions needed to respond to the demands of a complex
development agenda, improvements in how data is produced and used; closing data gaps to prevent
discrimination; building capacity and data literacy in “small data” and big data analytics; modernizing systems
of data collection; liberating data to promote transparency and accountability; and developing new targets and

indicators (see http://www.undatarevolution.org/data-revolution/).

Doha Development Agenda (DDA) refers to the latest Doha Round of world trade negotiations among the WTO
memberships. The round is also known semi-officially as the Doha Development Agenda and was launched in
November 2001. Its aim is to achieve major reform of the international trading system through the introduction
of lower trade barriers and revised trade rules. The fundamental objective of DDA is to further liberalising
trade in order to improve the trading prospects of developing countries. The main issues at stake are:
Reforming agricultural subsidies; Ensuring that new liberalisation in the global economy respects the need for
sustainable economic growth in developing countries; Improving developing countries' access to global
markets for their exports (WTO, 2020b).

Payments made to satisfy a debt obligation, including principal, interest and any late payment fees (IMF, 2014).

A country’s capacity to finance its policy objectives through debt instruments and service the ensuing debt (IMF,

2014).

Duty-free and quota free

Division on Globalization and Development Strategies
Division on Investment and Enterprise

Division on International Trade and Commodities, UNCTAD
Debt Management and Financial Analysis System Programme

Deep trade agreements (DTAs) cover not just trade but additional policy areas, such as the international flows of’
investment and labor, and the protection of intellectual property rights and the environment. Their goal is

integration beyond trade, or deep integration.
Division on Technology, Innovation and Trade Logistics
Not subject to import tariffs.

Sale or purchase of goods or services, conducted over computer networks by methods specifically designed for
the purpose of receiving or placing of orders; it can involve business-to-business (B2B) or a business-to-
consumer (B2C) transactions (OECD, 2021b).

Everything But Arms (EBA) is a European Commission’s zero’ tariff initiative for LDCs covering all products
except the arms trade.

United Nations Economic Commission for Latin America and the Caribbean
Economic Community of West African States

Emission is the discharge of pollutants into the atmosphere from stationary sources such as smokestacks, other
vents, surface areas of commercial or industrial facilities and mobile sources, for example, motor vehicles,
locomotives and aircraft (OECD, 2021b).

Employed in R&D in FTE is the ratio of working hours spent on R&D during a specific reference period (usually
a calendar year) divided by the total number of hours conventionally worked in the same period by an
individual or by a group (OECD, 2015).


http://www.undatarevolution.org/data-revolution/

Energy intensity

ESCAP
EU
EVI

Excess mortality

Export concentration

index

Export restrictiveness

Export subsidies

External debt

F-gases
FACTI
FAO

FDI

Food price anomalies

FTE

Energy intensity is the ratio between gross inland energy consumption and GDP. It measures how much energy

is required to generate one unit of GDP.

Economic and Social Commission for Asia and the Pacific
European Union

Economic Vulnerability Index

Term used in epidemiology and public health to define the number of deaths which occurred in a given crisis
above and beyond what we would have expected to see under ‘normal’ conditions. The WHO define ‘excess
mortality” as “mortality above what would be expected based on the non-crisis mortality rate in the population
of interest. Excess mortality is thus mortality that is attributable to the crisis conditions. It can be expressed as a
rate (the difference between observed and non-crisis mortality rates), or as a total number of excess deaths.” To
calculate ‘excess mortality’ in a given period, the number of people who had died over this period is compared
with the number expected to have died (WHO, 2008).

This index measures, for each product, the degree of export market concentration by country of origin. It tells
us if a large share of commodity exports is accounted for by a small number of countries or, on the contrary, if
exports are well distributed among many countries. The index ranges from 0O to 1 with higher values indicating
more market concentration (UNCTAD, 2018b).

The average level of tariff restrictions imposed on a country’s exports as measured by the MA-TTRI.

Export subsidies refer to the granting of support by governments to some beneficiary entity or entities to
achieve export objectives. Export subsidies may involve direct payments to a firm, industry, producers of a
certain agricultural product ete. to achieve some type of export performance. In addition, export subsidies may
include low cost export loans, rebates on imported raw materials and tax benefits such as duty-free imports of
raw material. They can also take the form of government financed marketing. Most subsidies have existed in
agriculture (United Nations, 2021).

External debt is understood as outstanding amount of those actual current, and not contingent, liabilities that
require payment(s) of principal and/or interest by the debtor at some point(s) in the future and that are owed to

nonresidents by residents of an economy (IMF, 2014).

Fluorinated gases

International Financial Accountability, Transparency and Integrity for Achieving the 2030 Agenda
Food and Agriculture Organization of the United Nations

Foreign Direct Investment (FDI) is an investment involving a long-term relationship and reflecting a lasting
interest and control by a resident entity in one economy (foreign direct investor or parent enterprise) in an
enterprise resident in an economy other than that of the foreign direct investor (FDI enterprise or affiliate
enterprise or foreign affiliate) (UNCTAD, 2016).

Food price anomalies refer to abnormally high or low market prices for food commodities. The indicator relies
on a weighted compound growth rate that accounts for both within-year and across-year price growth. The
indicator directly evaluates growth in prices over a particular month over many years, taking into account

sonality in agricultural markets and inflation, allowing to answer the question of whether or not a change in

price is abnormal for any particular period. It is measured by SDG indicator 2.c.I (United Nations, 2021).

Full Time Equivalent (FTE) unit of labour is the hours worked by one employee on a full-time basis. The
concept is used to convert the hours worked by several part-time employees into the hours worked by an
equivalent full-time employee (ideally the comparison is standardized for gender and industry sector).



G-J

GATS

GATT

GATT-94

GDPpP
GERD
GHG
GHS

Gl

Gini

GLI

Global Diplomacy Index

Global Presence Index

Global Soft Power

Index

GNI
GNP
Goods loaded

Goods unloaded

GPT

General Agreement on Trade in Services

The General Agreement on Tariffs and Trade (GATT) is a multilateral agreement, originally negotiated in 1947
in Geneva among 23 countries, to reduce tariffs and other trade barriers. [t provides a framework for periodic
multilateral negotiations on trade liberalisation (WTO, 2021¢).

The GATT 1994 is contained in Annex 1A of the WT'O Agreement. It incorporates by reference the provisions of
the GATT 1947, a legally distinct international treaty applied provisionally from 1948 to 1995 (WTO, 2021¢).

Gross domestic product

Gross domestic expenditure on research and development
Greenhouse gas (GHG)

Global Health Security

Gender Inequality Index (GIl) measures gender inequalities in three aspects of human development:
reproductive health, measured by maternal mortality ratio and adolescent birth rates; empowerment, measured
by proportion of parliamentary seats occupied by females and proportion of adult females and males aged 25
years and older with at least some secondary education; and economic status, expressed as labor market
participation and measured by labor force participation rate of female and male populations aged 15 years and

older (UNDP, 2020).

Gini index or coefficient, named after [talian statistician Corrado Gini, is a measure of statistical dispersion used
to determine inequality among values of a frequency distribution. It can be used to measure the inequality of
any distribution. Here a Gini index of 100 indicates perfect inequality, and O (zero) indicates perfect equality. Tt
is a widely used indicator of income inequality or wealth concentration within an economy or society. It
indicates how far the distribution of income among individuals (or households) deviates from a perfectly
egalitarian distribution.

Grubel-Lloyd Index (GLI) is calculated on products categorized as manufacturing intermediate inputs (e.g.
parts and components), computed at the industry level (as defined by the 4 digit Harmonized System
classification) and then aggregated at the sectoral level using bilateral trade shares. (UNCTAD, 2021b)

Global Diplomacy Index includes a full listing of all diplomatic representations abroad from 61 countries, for a
total of 7320 missions (Lowy Institute, 2019).

Global Presence Index is a composite index that assesses 130 countries along three pillars: economic
(investments and exports of goods, services and energy), military (troops and military equipment) and soft
power (development cooperation, education, science, technology, culture, sports, tourism and migration)
(Elcano Royal Institute, 2020).

Global Soft Power Index is a composite index calculated from extensive public opinion surveys and expert
assessments, evaluating the soft power of 60 countries, mostly high- and middle-income economies, along seven
pillars: business and trade, governance, international relations, cultural and heritage, media and
communication, education and science, and people and values. The data collection of the 2020 index took place

in autumn 2019.

Gross national income

Gross national product

Merchandise destined for export, also referred to as “outbound trade volumes™. (UNCTAD, 2019b)
Merchandise destined for import, also referred to as “inbound trade volumes”. (UNCTAD, 2019Db)

Generalized preferential tariff


https://sdgpulse.unctad.org/glossary/gii/

Greenhouse gases

GRIL

GSP

GTA
GVC

GWP

HDL

HS

[TAEG-SDG
1CCS
1CD

cr

IDA
IDB
IEA
IFF

ITA

e

[IRC

Greenhouse gases are gases that cause the 'greenhouse effect' by letting solar radiation reach the Earth's surface
and absorbing infrared energy emitted by the Earth. The concentration of some greenhouse gases in the
atmosphere is rising as a result of human activities, leading to an increase of the Earth's average temperature.
The most important of these gases comprise: carbon dioxide (CO2), methane (CH,), nitrous oxide (N2O) and
fluorinated gases (I-gases). such as hydrochlorofluorocarbons (HCFCs) and hydrofluorocarbons (HFCs) (WMO,
2019).

Global Reporting Initiative
Generalized System of Preferences
Gigaton

Global Trade Alert

Global value chain

Global Warming Potential (GWP) is an index measuring the radiative forcing following an emission of a unit
mass of a given substance, accumulated over a chosen time horizon, relative to that of the reference substance,
CO2. The GWPthus represents the combined effect of the differing times these substances remain in the
atmosphere and their effectiveness in causing radiative forcing (IPCC, 2014).

Human development index

The Harmonized System (HS) is an international nomenclature developed by the World Customs Organization,
which is arranged in six-digit codes allowing all participating countries to classify traded goods on a common
basis. Beyond the six-digit level, countries are free to introduce national distinctions for tariffs and many other

purposes.
Inter-Agency and Expert Group on Sustainable Development Goals indicators
International Classification of Crime for Statistical Purposes

International Classification of Diseases

Information and communications technology (ICT) is a diverse set of technological tools and resources used to
transmit, store, create, share or exchange information. These resources include computers, the Internet, live
broadcasting technologies, recorded broadcasting technologies and telephony (UNESCO Institute for Statistics,

2020).

International Development Association
Integrated Data Base

International Energy Agency

[llicit financial flow

International Investment Agreement (I[A) are treaties with investment provisions (e.g. a free trade agreement
with an investment chapter) between two or more countries include commitments regarding cross-border
investments (foreign investment or FDI). typically for the purpose of protection and promotion of such
investments. They include two types of agreements: (1) bilateral investment treaties and (2) treaties with
investment provisions (UNCTAD, 2021a).

Index of Industrial Production (IIP) is a measure of the change in the volume of goods or services produced
over time. [ts main purpose is to provide a measure of the short-term changes in value added over a given
reference period, usually a month or a quarter. The index covers the industrial sector, including mining,

manufacturing, electricity and gas, and water and waste (United Nations, 2010).

International Integrated Reporting Council



[llegal economic

activity

ILO

IMF

IMO

Import restrictiveness
IMTS

INDICO

Informal economy

Investment guarantee

[PA
[PCC
ISAR
Irc

ITU

Illegal production comprises (1) the production of goods or services whose sale, distribution or possession is
forbidden by law; (2) production activities which are usually legal but which become illegal when carried out by
unauthorised producers, e.g., unlicensed medical practitioners; (3) production which does not comply with
certain safety, health or other standards could be defined as illegal; and (4) the scope of illegal production in

individual countries depends upon the laws in place, e.g. prostitution (United Nations et al., 2009).
International Labour Organization

International Monetary Fund

International Maritime Organization (IMO)

The average level of tariff restrictions on imports as measured by the TTRI.

International Merchandise Trade Statistics

Integrated Digital Conferencing (INDICO) is a web-based conference and management system used in more
than 90 instances all over the world. In this publication, Indico refers to the web-based conference storage and
management system managed by the United Nations Office at Geneva instance (Indico-unog) (UNOG-Indico,
2020).

The informal economy comprises (i) the production of goods and market services of households; and (ii) the
activities of corporations (illegal, underground) that may not be covered in the regular data collection
framework for compiling macroeconomic statistics. This scope of the informal economy considers not only the
domestic activities, but also the cross-border transactions of resident units (IMF, 2019).

An insurance, offered by governments or other institutions, to investors to protect against certain political risks
in host countries, such as the risk of discrimination, expropriation, transfer restrictions or breach of contract

(UNCTAD, 2015). (UNCTAD, 2015)

Investment Promotion Agency

Intergovernmental Panel on Climate Change
International Standards of Accounting and Reporting
International Trade Centre

International Telecommunications Union
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MFEN tariffs

Minimum reporting

requirement

MNC
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Mobile money

MOPAN

kilometre

Cases where there has been detection of SARS-CoV-2 nucleic acid in a clinical specimen.

Land-use change refers to a change in the use or management of land by humans, which may lead to a change in

land cover (IPCC, 2014).

Latency rate is a network performance metric, measured as the round-trip time that it takes for a packet of data
to travel from a sending node to the nearest receiving server in each country and back. It is collected by

Measurement Lab from a high number of tests performed across networks every day. A higher latency indicates
a worse connection quality, therefore affecting network performance and opportunities to use [CTs for business

or private connections.
Least developed country
Left Hand Side

Living wage is defined by the Global Living Wage Coalition to mean the remuneration received for a standard
workweek by a worker in a particular place sufficient to afford a decent standard of living for the worker and
her or his family. Elements of a decent standard of living include food, water, housing, education, health care,

transportation, clothing, and other essential needs including provision for unexpected events.
Landlocked developing country
An index measuring the average level of tariff restrictions imposed on exports.

This category includes iron ore, grain, coal, bauxite/alumina and phosphate. Starting on 2000, the category was
restricted to iron ore, grain and coal only, while bauxite/alumina and phosphate were moved to the category
“other dry cargo”. (UNCTAD, 2019b)

Medium and high-tech industry is an industry in which producers of goods incur relatively high expenditure on
research and development (R&D) per unit of output. The distinction between low, medium, and high-tech
industries is based on R&D intensity. i.e. the ratio of R&D expenditure to an output measure, usually gross value

added. For a list of the particular economic activities, considered to be medium and high-tech (UNIDO, 2017).
Most-favoured-nation

Most Favoured Nation (MFN) tariffs are a tariff level that a member of the

General Agreement on Tariffs and Trade of the WTO charges on a good to other members, i.e. a country with a
most favoured nation status (see UNCTAD, 2018a) It applies to imports from trading partners-members of the
World Trade Organization (WTO), unless the country has a preferential trade agreement. It is the lowest

possible tariff a country can assess on another country.

Minimum reporting requirement refers to a core set of economic, environmental, social and governance
elements of sustainability information requested from companies in their sustainability reports for the purpose
of measuring SDG indicator 12.6.1. Only reports including this information are counted towards the indicator

(UNCTAD, 2019a).

Multinational corporation

Multinational enterprise

A service in which the mobile phone is used to access financial products and services (GSMA, 2010).

Multilateral Organization Performance Assessment Network (MOPAN)



MVA Manufacturing value added (MVA) is the net-output of all resident manufacturing activity units. It is obtained
by adding up their outputs and subtracting intermediate inputs (United Nations, 2021). Manufacturing can
broadly be understood as "the physical or chemical transformation of materials, substances, or components into
new products” (United Nations, 2008), consisting of sector C in the International Standard Industrial
Classification of all Economic Activities (ISIC) revision 4 (United Nations, 2021).
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NAFTA
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NO»

Non-observed economy

NSO
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OECD

Official international

support
OlE
ONS

OOF

P&C

Nitrous oxide
North American Free Trade Agreement

The Nairobi Package is a series of Ministerial Decisions adopted at the WTO’s Ministerial Conference in Nairobi,
2015. The issues covered relate to agriculture, cotton and LDCs (WTO, 2021d).

Net-exporter of CO2 is a country in which more emissions are generated by the production of goods it exports to
other countries than by the production goods it imports from other countries.

Nitrogen dioxide (NO2) is a product of combustion, for instance emitted by road transport, and is generally
found in the atmosphere in close association with other primary pollutants. Nitrogen dioxide is toxic, and its
concentrations are also often strongly correlated with those of other toxic pollutants. As it is easier to measure,
itis often used as a proxy for them. There is growing concern about rising levels of NOs2 in fast-growing cities

with large numbers of vehicles (WHO, 2006).

According to the OECD, the groups of activities most likely to be non-observed are those that are underground,
illegal, informal sector, or undertaken by households for their own final use. Activities may also be missed
because of deficiencies in the basic statistical data collection programme (OECD, 2012).

National statistical office
Non-tariff Barriers
National Trade Facilitation Committee

Non-tariff measures (NTMs) are policy measures other than ordinary customs tariffs that can potentially have an
economic effect on international trade in goods, changing quantities traded, or prices or both such as
technical barriers to trade, price-control measures, etc. (UNCTAD, 2021¢)

Official Development Assistance (ODA) are resource flows to countries and territories which are: (a) undertaken
by the official sector; (b) with promotion of economic development and welfare as the main objective; (¢) at
concessional financial terms (implying a minimum grant element depending on the recipient country and the

type of loan). In addition to financial flows, technical co-operation is also included (OECD, 2021a).
Organization for Economic Cooperation and Development

For the purpose of the SDGs, official international support refers to assistance in the form of

official development assistance and other official flows (United Nations, 2021).
World Organisation for Animal Health
Office for National Statistics of the United Kingdom

Other official flows (OOF) are transactions by the official sector with countries and territories which do not meet
the conditions for eligibility as ODA, either because they are not primarily aimed at development or because

they do not meet the minimum grant element requirement (OECD, 2021a).

Principles and Criteria



Pandemic

Paris Climate

Agreement

PBL

PCI

PHEIC

PIANC

PMI

PNG

PPG

PPL

Commonly described by the WHO as ‘the worldwide spread of a new disease’, no strict definition is provided. In

2009, they set out the basic requirements for a pandemic:
1. New virus emerges in humans
2. Minimal or no population immunity
3. Causes serious illness; high morbidity/mortality
4. Spreads easily from person to person

5. Global outbreak of disease.

The US Centre for Disease Control uses a similar approach, but with a reduced set of criteria. It is very difficult
to gauge whether the spread of a disease should be termed an outbreak, epidemic or pandemic. In other words,
when to declare a pandemic isn’t a black and white decision (Doshi, 2011).

The Paris Agreement is an agreement within the UNFCCC aiming is to strengthen the global response to the
threat of climate change by keeping a global temperature rise this century well below 2°C above pre-industrial
levels and to pursue efforts to limit the temperature increase even further, to 1.5°C. It aims to strengthen
countries’ ability to deal with the impacts of climate change. To reach these ambitious goals, appropriate
financial flows, a new technology framework and an enhanced capacity building framework are intended to
support developing countries, in line with their national objectives (UNFCCC, 2016).

Planbureau voor de Leefomgeving

Productive Capacities Index (PCI) is a multidimensional composite index that measures productive capacities of
economies by using eight categories: natural and human capital, energy, institutions, private sector, structural
change, transport and information, and communication technologies, which together yield the multidimensional
productive capacity index. The choice of indicators to measure productive capacity is based on the UNCTAD
(20006) definition and the availability of comparable data.

Public health emergency of international concern (PHEIC): Serious public health events that endanger
international public health. This term is defined in as “an extraordinary event which is determined [...J:

= to constitute a public health risk to other States through the international spread of disease; and

= (o potentially require a coordinated international response”.

This definition implies a situation that: is serious, unusual or unexpected; carries implications for public health
beyond the affected State’s national border; and may require immediate international action. The responsibility
of determining whether an event is within this category lies with the WHO Director-General and requires the
convening of a committee of experts, the IHR Emergency Committee. This committee advises the Director-
General on the recommended measures to be promulgated on an emergency basis, known as temporary
recommendations. Temporary recommendations include health measures to be implemented by the State Party
experiencing the PHEIC, or by other States Parties, to prevent or reduce the international spread of disease and
avoid unnecessary interference with international traffic (WHO, 2005).

The World Association for Waterborne Transport Infrastructure (PLIANC)

Purchasing Managers’ Index (PMI) is a monthly indicator of expected economic activity, collected by surveying
senior executives at private sector companies. The PMI is a weighted average of five sub-indices measuring new
orders, output, employment, suppliers’ delivery times and stocks of purchases. It is calculated for the total
economy as well as for specific sectors, such as manufacturing, construction, services, ete. A figure of 50
indicates that no change in economic production is expected; a value above 50 means that the economy is
expected to grow, a value below 50 that it is expected to contract (Refinitiv, 2021).

Publicly Non-Guaranteed debt (PNG) is an external debt of the private sector that is not contractually
guaranteed by a public sector unit resident in the same economy (IMF, 2014). Unless otherwise indicated, only
long-term debt (maturity of more than one year) is included.

Publicly guaranteed debt (PPG) is an external debt liabilities of the private sector, the servicing of which is
contractually guaranteed by a public unit resident in the same economy as the debtor (IMF, 2014). Unless

otherwise indicated, only long-term debt (maturity of more than one year) is included.

Private Participation in Infrastructure



pPPP

Private flows

Productive capacity

building

PTAs

Public bond debt

Public sector debt

Purchasing power parity

Private flows consist of flows at market terms financed out of private sector resources and private grants. They
include FDI, private export credits, securities of multilateral agencies and bilateral portfolio investment. Private
flows other than DI are restricted to credits with a maturity of greater than one year (OECD, 2021a).

Strengthening economic sectors - from improved testing laboratories to better supply chains - to increase

competitiveness in export markets (Negin, 2014).

Preferential Trade Arrangements (PTAs) can be established under paragraphs 4 to 10 of Article XXIV of GATT
(WTO, 2020a) between parties through which one party can grant more favourable trade conditions to other
parties of the arrangement and not to other WTO members.

Public debt in the form of sovereign international bonds traded in international capital markets (UNCTAD,

2017).

All debt liabilities of resident public sector units to other residents and nonresidents (IMF, 2014).
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QUAD countries refers to Canada, EU, Japan and the United States.

Research and development (R&D) comprise creative and systematic work undertaken in order to increase the
stock of knowledge - including knowledge of humankind, culture and society - and to devise new applications
of available knowledge (OECD, 2015) (see also United Nations et al., 2009, para 10.103).

R&D intensity is defined as the ratio of gross domestic expenditure on research and development (GERD) to

GDP (OECD, 2015).

Research and experimental development (R&D) comprise creative and systematic work undertaken in order to
increase the stock of knowledge — including knowledge of humankind, culture and society - and to devise new
applications of available knowledge. (The OECD Frascati Manual) The definition used for international trade
(MSITS 2010) includes testing and product development that may give rise to patents, as an addition.

The term remittances can refer to three concepts, each encompassing the previous one. “Personal remittances”
are defined as current and capital transfers in cash or in kind between resident households and non-resident
households, plus net compensation of employees working abroad. “Total remittances” include personal
remittances plus social benefits from abroad, such as benefits payable under social security or pension funds.
“Total remittances and transfers to non-profit institutions serving households (NPISHs)” includes all cross
borders transfers benefiting household directly (total remittances) or indirectly (through NPISHs) (IMF, 2009).

Revealed comparative advantage in exports is the proportion of a country group’s exports by service category
divided by the proportion of world exports in the corresponding category.

Right Hand Side
Regional trade agreement

Any measure applied: (a) to protect animal or plant life or health within the territory of the trade partner from
risks arising from the entry, establishment or spread of pests, diseases, disease-carrying organisms or disease-
causing organisms; (b) to protect human or animal life or health within the territory of the trade partner from
risks arising from additives, contaminants, toxins or diseases causing organisms in foods, beverages or
feedstuffs; (c) to protect human life or health within the territory of the trade partner from risks arising from
diseases carried by animals, plants or products thereof, or from the entry, establishment or spread of pests: or
(d) to prevent or limit other damage within the territory of the trade partner from the entry, establishment or
spread of pests (UNCTAD, 2003).

Sustainability Accounting Standards Board

Sustainable Development Goal

Tests that do not detect the virus itself but instead detect antibodies produced in response to an infection.
Level of a pathogen in a population, as measured in blood serum.

Secretary General

The shadow economy includes all economic activities which are hidden from official authorities for monetary,
regulatory, and institutional reasons (Medina and Schneider, 2018).

Debt liabilities having a maturity of one year or less; maturity can be defined on an original or reminaing basis

(IMF, 2014). Interests in arrears on long-term debt are included within short-term debt.
small island developing States

Standard International Trade Classification

Statistics of International Trade in Services

Small- and medium-sized enterprise



SNA

Soft infrastructure

South-South

Cooperation

SES

Stocks-to-use ratio

Sustainability report

System of national accounts

Ideas and conceptual frameworks that give shape and direction to what is eventually physically manifest
(FutureStructure, 2013).

Broad framework of collaboration among countries of the Global South in the political, economic, social,
cultural, environmental and technical domains. It includes trade, FDI, regional integration efforts, technology
transfers, sharing of solutions and experts, and other forms. Involving two or more developing countries, it can

take place on a bilateral, regional, intraregional or interregional basis (UNOSSC, 2020).
Sanitary and phytosanitary measures

Stocks-to-use ratio for a given commodity in an economy is the ratio of market-year ending stock over domestic
consumption (Bobenrieth et al., 2013). For the world it is as world stocks divided by world use.

Sustainability report is a document published by an entity describing the economic, social, environmental
impacts caused by its activities: it is composed of a certain number of disclosures along the main pillars of
sustainable development (GRI, 2019).
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TORs

Total resource flows

Tourism direct GDP

Tourism sector

TRAINS

TTRI

This category includes trade in crude oil, refined petroleum products, gas and chemicals. (UNCTAD, 2019b)
A single item in a country’s tariff schedule. A single item in a country’s tariff schedule (United Nations, 2021).
A single tariff or a small group of tariffs that is/are particularly high.

Tariffs “are customs duties on merchandise imports, levied either on an ad valorem basis (percentage of value)
or on a specific basis (e.g. $7 per 100 kg). Tariffs can be used to create a price advantage for similar locally
produced goods and for raising government revenues. Trade remedy measures and taxes are not considered to
be tariffs.” (United Nations, 2021)

Technical barriers to trade (TBT) are measures referring to technical regulations, and procedures for

assessment of conformity with technical regulations and standards.
UNCTAD Trade and Development Board
Twenty-foot Equivalent Unit

The WTO Agreement on Trade Facilitation came into force on 22 February 2017 following its ratification by
two-thirds of the WTO membership. The TFA contains provisions for expediting the movement, release and
clearance of goods, including goods in transit. [t also sets out measures for effective cooperation between
customs and other appropriate authorities on trade facilitation and customs compliance issues. It further

contains provisions for technical assistance and capacity building in this area.

Tier I means that a SDG indicator has been classified by the IAEG-SDG as being conceptually clear, has an
internationally established methodology and standards are available, and data are regularly produced by
countries for at least 50 per cent of countries and of the population in every region where the indicator is

relevant.

SDG indicator that is conceptually clear, has an internationally established methodology and standards are
available, but data are not regularly produced by countries (United Nations Statistics Division, 2020).

SDG indicator for which there is no internationally established methodology or standards yet available, but

methodology or standards are being (or will be) developed or tested (United Nations Statistics Division, 2020).
Terms Of References

In the context of the IAEG-SDG, these flows quantify the overall expenditures that donors provide to developing
countries, including official and private flows, both concessional and non-concessional. Specifically, they

include ODA, OOFs and private flows (United Nations, 2021).

Tourism direct GDP measures direct contributions of tourism to the national economy, since tourism does not
exist as a separate industry in the standard industrial classification. Instead, it is embedded in various other
industries. (no SDG metadata)

Tourism sector is the cluster of production units in different industries that provide consumption goods and
services demanded by visitors. Such industries are called tourism industries because visitor acquisition
represents such a significant share of their supply that in the absence of visitors, the production of these would
cease to exist in meaningful quantities (UNWTO and ILO, 2014).

Trade Analysis and Information System

Tariff trade restrictiveness index (TTRI) is an index measuring the average level of tariff restrictions imposed

on imports.
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WHO
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Underground production consists of activities that are productive in an economic sense and quite legal
(provided certain standards or regulations are complied with), but which are deliberately concealed from
public authorities for the following reasons: (i) to avoid the payment of income, value added or other taxes; (ii)
to avoid payment of social security contributions; (iii) to avoid meeting certain legal standards such as minimum
wages, maximum hours, safety or health standards, etc; or (iv) to avoid complying with certain administrative

procedures, such as completing statistical questionnaires or other administrative forms (United Nations et al.,

2009).
United Nations Department of Economic and Social Affairs
United Nations Economic Commission for Africa

The unemployed comprise all persons of working age who were: (a) without work during the reference period,
i.e. were not in paid employment or self-employment; (b) currently available for work, i.e. were available for
paid employment or self-employment during the reference period; and (c) seeking work, i.e. had taken specific
steps in a specified recent period to seek paid employment or self-employment. Future starters, that is. persons
who did not look for work but have a future labour market stake (made arrangements for a future job start) are
also counted as unemployed, as well as participants in skills training or retraining schemes within employment
promotion programmes, and persons “not in employment” who carried out activities to migrate abroad in order

to work for pay or profit but who were still waiting for the opportunity to leave (ILO, 2020).
United Nations Environment Programme

United Nations Educational, Scientific and Cultural Organization

United Nations Educational, Scientific and Cultural Organization Institute of Statistics
United Nations Framework Convention on Climate Change

United Nations Population Fund

United Nations Global Compact (UNGC) is a voluntary initiative based on company-level commitments to adopt
sustainability and socially responsible principles and to take steps to support UN goals (United Nations Global
Compact, 2020).

United Nations Office on Drugs and Crime
United Nations Statistics Division

Vector autoregression

The average of effectively applied rates weighted by the product import shares corresponding to each partner

country (World Bank, 2021).

Weighted average of tariffs applied to imports of goods in HS chapter 01-97. The tariffs are weighted by the
value of the imported goods to which they are applied. It is expressed as percentage of the value of goods
imported. The average level of customs tariff rates applied worldwide can be used as an indicator of the degree
of success achieved by multilateral negotiations and regional trade agreements. See metadata for indicator
17.10.1 (United Nations, 2021).

World Health Organization

World Meteorological Organization
World Resources Institute

World Trade Organization

World Trade Organization Agreement on Trade Facilitation
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THEME 1

Multilateralism for trade
and development

“In a free trade, an effectual
combination cannot be established but
by the unanimous consent of every
single trader, and it cannot last longer
than every single trader continues of the
same mind.”.

— Adam Smith, The Wealth Of Nations



Multilateralism for trade and development

Protectionism was already on the rise before the world economy was struck in 2020 by the global outbreak of the
COVID-19, which affected global trade through both supply and demand shocks. Merchandise trade declined in
2020, and many governments imposed barriers to exports of medical products and lowered the tariffs on imports
of agricultural products to maximize the supplies of critical goods on domestic markets. The COVID-19 health
crisis has introduced a new agenda for multilateralism, focused on areas including economic recovery, climate,
global health, and trade. Resilient world trade is seen as an engine to build back better post-COVID world, and as
an important means to achieving the 2030 Agenda for Sustainable Development. This theme on multilateralism for

trade and development of SDG Pulse:

1. Provides analysis and statistics on International trade in developing economies, including merchandise and services
trade, such as tourism.

2. Assesses progress in the special and differential treatment for developing countries and studies new developments in
Towards inclusive trade in a post-COVID world.

3. Analyses trade restrictions and distortions in world agricultural markets and presents statistics on the links between
Trade, food security and sustainable agriculture.

4. Examines the role of Policies to promote trade (International cooperation and multilateral mechanisms), including
Aid for Trade, in support of developing countries, particularly LDCs.

In a free trade, an effectual combination cannot be established but by the
unanimous consent of every single trader, and it cannot last longer than
every single trader continues of the same mind. The majority of a
corporation can enact a bye-law, with proper penalties, which will limit
the competition more effectually and more durably than any voluntary
combination whatever.

— Adam Smith, The Wealth Of Nations
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Developing countries’ share of global exports of goods and services has increased over the last two decades, but plateaued

for goods at around 45 per cent since 2012, and for services exports dropped to 28 per cent in 2020.
UNCTAD, ITC & WTO SDG indicator 17.11.1
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Great progress in abolishing trade-distorting subsidies, with Unprecedented 73% decline in commercial flights from
agricultural export subsidies reaching their lowest levels January to April 2020 due to COVID-19. Recovery in
ever in 2018. ensuing months, but still 30% below pre-pandemic levels.

indicator 2.b.1
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l. International trade in developing economies

SDG indicators

Target 17.11: Significantly increase the exports of developing countries, in particular with a view to doubling the least
developed countries’ share of global exports by 2020.
Indicator 17.11.1: Developing countries’ and least developed countries’ share of global exports (Tier I)

Target 8.9: By 2030, devise and implement policies to promote sustainable tourism that creates jobs and promotes local
culture and products.

Indicator 8.9.1: Tourism direct GDP as a proportion of total GDP and in growth rate (Tier 1)

N p | Trade is recognized as a key factor for the 2030 Agenda, including
poverty reduction and economic growth (Tipping and Wolfe, 2016).

The target of
doubling the share <

SDG target 17.11 aims to significantly increase the exports of

developing countries, and in particular with a view to doubling the

H]
Of LDcs exports LDCs” share in global exports by 2020. This target has now been
in g|0b3| exports b_y 2020 missed. Even before the COVID-19 pandemic, the prospects of this
haS now been mISSed target being met were implausible. As will be seen below, there has

not been a substantial increase in the share of exports for LDCs or
for developing economies in general since 2012. LDCs” exports have been hit hard after the outbreak of the
pandemic, with the volume of exports declining by 16.9 per cent during the second quarter of 2020, year-on-year
basis, the worst performance since the drop recorded in the second quarter of 2009 (16.3 per cent). Although LDCs’
exports volume index decreased only by 2.9 per cent in the first quarter of 2021, recovery from the economic

impact of the COVID-19 pandemic is not in sight yet.

The COVID-19 pandemic has disrupted global trade and poses additional challenges for developing economies and

other vulnerable economies in fulfilling SDGs.

COVID-19 pandemic poses a significant challenge to the world trade

The pandemic could lead to a “lost decade” for sustainable development, states the most recent Financing for
Sustainable Development Report (United Nations, 2021a). The crisis has temporarily slowed down the contribution
of trade to the achievement of SDGs, such as poverty alleviation, food security, and decent jobs. Yet, reinforcing

global trade is essential for a recovery for many developing countries and in particular for LDCs.

World merchandise exports rose by just over 50 per cent over ten years, from 2009 to 2019, reaching US$19 trillion
in 2019. 2020 got off to a rocky start due to the COVID-19 pandemic. The value of global merchandise exports
dropped to USS$17.6 trillion in 2020, falling by 7.5 per cent compared to 2019. Many COVID-related confinement
measures affected global trade especially during the second quarter of 2020, when the export volume index
declined of 16.9 per cent, year-on-year (UNCTAD, 2021a).

In 2019, global services trade was valued at US$6.1 trillion, recording an increase of almost 70 per cent from ten
years earlier (UNCTAD, 2021a), and in 2020, it fell down to almost US$5 trillion, a drop of almost 20 per cent from
2019.
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Trade in goods and services is particularly important for SIDS and LDCs, for which its share in GDP accounts, on

average, around 45 per cent and up to 30 per cent of GDP, respectively (UNCTAD, 2021a).

Small and vulnerable economies have been hit hard because of Loss of US$1 3 tri"ion
their dependence on trade as a driver of economic growth, their in eXportS revenues

small domestic markets and low levels of diversification all of from tourism
which increase their vulnerability to external shocks - as the global .
in 2020

financial crisis demonstrated.

It is likely that resource-rich developing countries will also be
affected by the strong reduction in commodity prices (see figure8 below), caused by reduced international demand
for such goods and a drop in the production of transformed manufactured goods (see Towards sustainable
industrialization and higher technologies) (UNIDO, 2021).

Global exports are still dominated by goods, with a 78 per cent share in 2020. Exports of goods accounted for 82
per cent of total exports in developing economies in 2019 and have become more diversified with manufactured
goods representing the largest item of merchandise exports (70 per cent of total goods exports in 2019). LDCs, on
the contrary, are highly dependent on exports of commodities, which represent more than 70 per cent of their
merchandise exports. High dependence on commodity exports increases the vulnerability of LDCs to global
shocks, such as the COVID-19 crisis.

However, similarly in non-commodity dependent LDCs, such as in Bangladesh, Cambodia and Haiti, that rely
mostly on low-skilled and labor-intensive manufacturing exports, the economies are at risk of contracting sharply
if global demand for manufacturing exports remains depressed in 2020 and beyond. In 2020, the spread of
COVID-19 shadowed the world’s economy: I'DI fell by 42 per cent worldwide, and international tourist arrivals
were | billion fewer - worst year in tourism history ever (UNWTO, 202la).This is especially detrimental to

developing economies that rely heavily on tourism for employment and revenue generation.

In the first half of 2020, global trade volumes in goods and services showed sharp declines. With such a painful
economic slump, an estimated 88 million to 115 million more people were pushed into extreme poverty in 2020,
with the total rising to as many as 150 million people by 2021; an equivalent of 255 million full-time jobs was lost
(ILO, 2021). Though the post-COVID-19 era has yet to come, world trade has started its recovery since the third
quarter of 2020. In the first quarter of 2021, global trade volume was 4.9 per cent higher than in the first quarter of
2020. After the 2009 and 2015 recessions, it took 9 and 13 quarters for international trade to recover, respectively.
The pandemic-induced recession for world trade bounced back after only four quarters. However, this recovery

remains fragile and uneven.

The socioeconomic fallout of the pandemic may be a lot more devastating for LDCs than the health shock. Limited
export diversification has heightened their vulnerability to the impact of the pandemic on global trade.
International tourism remains at a standstill almost one year into the crisis, with severe impacts on employment in
many LDCs. Manufacturing exports have improved more recently, but it is still too early to assess the consistency of
the rebound. Falling prices of commodities as oil and gas have had a lasting impact on several LDCs (United
Nations, 2021b). Hence, LDCs registered an annual decline of 10.3 per cent in merchandise exports in 2020, much
less than the 22 per cent decline in 2009 after the 2008 global financial crisis (UNCTAD, 2021a).
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Trade openness of developing economies and LDCs

As shown in figure 1, developing and developed economies’ trade openness indices are converging. LDCs’ trade
openness, 1Le. the ratio of exports and imports to GDP, has been consistently lower than in other developing
economies. The global dip of 2009, associated with the financial crisis, was followed by a short recovery in trade
openness for developing economies, but since 2011 their trade openness has drifted downward, bouncing back only
slightly after 2016. In 2019, their trade openness index plummeted from 60.5 to 56.5, which is the lowest point ever

seen since 2005.

From 2014 to 2017, LDCs experienced a persistent decline in trade openness with the index dropping from 59 to

47.9 per cent (see figure 1). From 2018 to 2019, trade openness dropped from 54.1 to 51.6 per cent.

|/’ Figure 1. Trade openness index

(Percentage)
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Source: UNCTAD (2021a)
Notes: This index measures the relative importance of international trade in goods relative to the domestic economic output of an economy. Exports are
given equal weight to imports. Economy groups refers to the April 2020 classification as specified in UNCTAD (2021b)

Current drift of trade in developing economies

After the 2008 global financial crisis and the more recent trade downturn in 2014-2016, developing economies
have seen a strong recovery since 2017. This was offset by the economic impact of the pandemic in 2020. Goods
trade in developing countries decreased at an annual rate of 2.4 per cent in 2019 and by 6.1 per cent in 2020 (figure

2). Trade in services grew by 3.2 per cent in 2019 and dropped by 24.8 per cent in 2020.

In 2019, total exports of goods and services amounted to US$10.4 trillion in developing economies and only US$9.4
trillion in 2020. Thus, in 2020, exports of goods and services decreased to US$8.0 trillion and US$1.4 trillion,

respectively.

In 2020, developing economies’ trade fell by 9.5 per cent compared to a 7.5 per cent decline globally as the

pandemic disrupted economic activity around the world. The disruptions will have profound implications for the
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most vulnerable economies, including developing economies and LDCs. However, some signs of recovery can be
observed since the start of 2021. Global merchandise trade values and volumes and global services trade values
look set to continue their recovery into the second quarter of 2021 after the sharp contractions experienced in the
first half of 2020. In the second quarter of 202, services trade is nowcast to continue to grow by 7.4 per cent from

the previous quarter, compared with 11.6 and 4.7 per cent for merchandise trade values and volumes, respectively.

(UNCTAD, 2021d).

|M Figure 2. Trends of goods and services trade in developing economies
(Millions of United States dollars)
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Developing countries’ performance with respect to SDG 17.11.1

The evaluation of progress towards SDG target 17.11, to significantly increase the exports of developing countries,
and to double the LDCs’ share of global exports by 2020, requires a choice of a baseline year. According to the
TAEG-SDGs (United Nations, 2019), the default baseline year for each indicator should be 2015. However, some

exceptions may be necessary to allow a longer review of trends.

Five years is hardly enough time to double the LDCs’ share of global exports. Therefore, for SDG 17.11.1, an earlier
baseline year is arguably more appropriate. Yet, whatever the baseline is for the past 20 years, developing
countries’ share of global exports has not increased significantly, nor has LDCs’ share doubled. However, at a
country level, performances differ and will vary depending on the chosen baseline year (see map 1). The baseline
selected for MDGs, for instance, was 1990 - ten years before their adoption in 2000. This gave time for countries to
achieve progress and allowed for a more ambitious agenda. If a similar approach was applied to the SDGs, a

comparable baseline (ten years prior to adoption) would be 2005.
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@ Table 1. Evolution of LDCs' and developing economies' share of global trade

(Different baselines scenario, in percentage)

Alternative baselines

Share of global trade (percentage)

2020 Change from baseline

(percentage points)

Group of economies Measure 2005 2010 2015 2020 2005-2020 2010-2020 2015-2020
LDCs Service exports 0.44 0.60 0.74 0.63 0.18 0.02 -0.11
Goods exports 0.76 1.08 0.97 1.08 0.27 0.00 0.06
Total exports 0.69 0.94 0.92 0.94 0.25 0.00 0.02
Developing economies Service exports 22.79 27.71 29.79 27.95 517 0.24 -1.83
Goods exports 35.97 42.84 45.68 46.16 10.19 3.32 0.47
Total exports 33.22 39.66 41.94 42.09 8.87 2.44 0.15

Source: UNCTAD (2021a).

Another measurement issue to consider is the composition of LDCs. Several LDCs are likely to graduate from this
status in the coming years. Vanuatu is now graduated from LDCs and according to the UNDESA (2021), several
others will follow after the end of the target year, 2020. MackFeely (2020) has discussed the implications of the
changing group composition for assessing progress towards the SDG target. Will the rates of change be calculated
using the original composition of LDCs or developing economies at the baseline (say 2010/2011 or 2015), or the
group as it is composed in 2020? Some soon-to-graduate countries have only a marginal contribution to the group
performance, and whether they are included or not will have little impact, whereas the weight of some other
countries is considerable, like that of Bangladesh (see map 1) and will have a significant impact on the performance
of the group as a whole. Of course, the COVID-19 pandemic impacts are likely to delay the achievement to the

target even further.

For the reasons outlined above, 2010 has been selected as a baseline for the scenario discussed in this chapter. Data
for additional years are available also. Map 1 shows developing countries’ share of global exports of goods and

services by country.

G Map 1.a Developing countries’ share of global exports of goods
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@ Map 1.b. Developing countries’ share of global exports of services
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Several countries doubled their share of global trade from 2010 to 2020. Viet Nam’s share of world exports of

By 2019, Vietham had

goods grew from 0.47 per cent in 2010 to 1.6 per cent in 2020. Its

share of world exports of services also grew from 0.19 per cent to

0.45 per cent. Thailand almost doubled its share of world services dOUbled their share of
exports (from 0.87 to 1.34 per cent), and the United Arab Emirates world gOOdS exports
quadrupled their share of services exports (from 0.3 to 1.2 per cent). ) and tripled their share
Bangladesh almost doubled their share of total services exports as of W0r|d Services exports
well as total goods exports (from 0.13 to 0.20 per cent for goods and from 2010

from 0.06 to 0.1 for services). However, the pandemic has ceased

the increasing trends. In 2020, Viet Nam’s and Thailand’s shares of world service exports are estimated to fall to
0.14 per cent and 0.629 per cent. On the contrary, Bangladesh’s share in world’s services exports is likely to rise to
approximately 0.127 per cent, though its share in world’s merchandise exports has decreased slightly to 0.19 per

cent.

Developing economies struggle to keep pace with world exports

Over the last two decades, developing economies have recorded a notable increase in their share of world trade.
Though the value of developing countries’ exports of goods and services has increased notably since 2000, since
2012 this growth has no longer outpaced the developed world. Developing countries’ share of global exports of
goods and services has risen from 29.7 per cent in 2000 to 42.2 per cent in 2012 but has stagnated ever since to 41.5
per cent in 2019. If the baseline selected is 2015, there would be a 0.2 percentage point decrease by 2019. From
2010, developing economies’ share of global exports of goods and services has increased by 1.8 percentage points

and, from 2005, 7.6 percentage points.

As far as exports of goods is concerned, developing economies’ share in world exports of goods has plateaued at
around 45 per cent since 2012 (see figure 3). In 2019, developing economies’ share of world services exports
(US$6.1 trillion) reached the highest point of about 30 per cent (US$1.83 trillion), yet in 2020, this figure fell to 28
per cent, primarily due to the COVID-19 pandemic. The highest regional share of world services exports was
recorded by developing Asia and Oceania at more than 24 per cent in 2019. The top three services exporters are
China (4.6 per cent), India (3.4 per cent) and Singapore (3.5 per cent). They account for more than 40 per cent of

developing economies’ services exports.
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||||| Figure 3. Developing economies' shares of global exports (SDG 17.11.1) of goods and services
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Source: UNCTAD (2021a).
Note: Statistics on trade in services are preliminary, annual estimates based on the most recent quarterly figures (BPM6). Statistics on trade in goods are
estimates based on Comtrade, international and national sources.

LDCs are a small player in world trade with a 0.96 per cent share of global goods and services exports in 2020. The
2030 Agenda sets a target to double LDCs’ share in global exports by 2020. LDCs’ share of global exports of goods
and services was 0.92 per cent in 2010, slightly below the 2020 level. Taking 2005 as the base, their share in global
exports of goods and services increased by 0.3 percentage points from 0.66 per cent to 0.96 in 2019. LDCs have a

long way to go before doubling their share, and the target was not reached by 2020.

In 2020, the value of merchandise exports from LDCs was US$172.6 billion, accounting for less than one per cent of
world exports (0.98 per cent), signaling the failure of the 2020 target in doubling LDCs” merchandise exports.
Their share in world merchandise exports almost doubled from 0.54 per cent in 2000 (US$35 billion) to over one
per cent in 2011-2013 (see figure 4). Since then, this trend has reversed slightly. LDCs” share of global services
exports has increased gradually to reach 0.80 per cent by 2019, but dropping again to 0.63 per cent in 2020.
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|/’ Figure 4. LDCs' share of global exports (SDG 17.11.1) of goods and services
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The key driver of export growth over this period (2000-2019) was the massive rise in the price of fuels, ores and
metals, reflecting high demand in developing countries, most notably China. With 2005 taken as the baseline, the
growth is more notable, 0.3 percentage points from 0.5 per cent to 0.8 in 2019 (UNCTAD, 2016b). However, in 2020,
the massive fall in international trade negatively affected the price of commodities. The decline of the UNCTAD
Commodity Price Index in 2020 in the second quarter of 2020 was comparable to the declines experienced in 2015

and 2016 When fuels are excluded, year-on-year changes are much more muted (UNCTAD, 2021¢).

China, EU28 and the United States of America are the top trading partners of
LDCs

In 2019, developing economies shipped most of their exports to the United States of America (US$1. trillion), China
(USSL1 trillion) and other Asian economies. The value of merchandise exports of developing countries to EU28 in
2019 amounted to almost US$1.3 trillion. For LDCs, the top export destinations in 2019 were EU28 (US$36.4 billion),
China (US$679.8 million) and the United States of America (US$15.2 million).

By 2019, LDCs in Africa and Haiti delivered goods worth US$29.9 billion to China, more than to any other economy
in the world (see figure 5). LDC exports in Asia were oriented towards China and the United States of America in
2018 and 2019. The importance of the European Union as a trading partner for LDCs in Asia has increased
significantly since the turn of the century, with exports reaching US$53.4 billion in 2019. Intra-regional trade is also

high for LDCs from East Asia and the Pacific, and low but rising for LDCs from most other regions.

As merchandise exports of LDCs are concentrated in a few markets, including those worst affected by the COVID-
19 health crisis, which makes them vulnerable to decline in demand in these countries. For example, in 2019,
Angola exported around 57.6 per cent of its merchandise to China, Benin around 41 per cent to India, Burkina Faso
around 54 per cent to Switzerland, Haiti around 82 per cent to the United States of America and Rwanda around 65
per cent to the United Arab Emirates (UNCTAD, 2021b).
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|/’ Figure 5. Top 5 partners for LDCs in merchandise exports
(Ranked by 2019, USS billions)

LDCs: Africa and Haiti

50 — China
40 — India
30 — United Arabe Emirates
20 — Switzerland
10 ) .
— Unites States of America
0
1995 2000 2005 2010 2015
LDCs: Asia
50 — Unites States of America
40 — China
30 — Germany
20 — Thailand
10 ) )
W — United Kingdom
0 =
1995 2000 2005 2010 2015

Source: UNCTAD (UNCTAD, 2021a).

Finally, it's worth noting that the current health crisis has also challenged developing economies to boost their
intra-regional trade and strengthen international trade agreements to harmonize their trade-related regulations,

customs controls, and reduce both tariff and non-tariff barriers (see New protectionism versus inclusive trade).

Developing economies’ trade hit by the downswing of the Chinese economy

The coronavirus pandemic has instigated a global economic downturn the likes of which the world has not
experienced since the Great Depression. GDP in the world's second largest economy - China, fell by 6.8 per cent
year-on-year in January-March 2020 (WEF, 2020). In the first quarter of 2020, China’s exports dropped in volume
terms by 11 per cent, year-on-year, but have been recovering since the third quarter of 2020. In the first quarter of
2021, China’s exports grew by 38.8 per cent from the low first quarter of 2020 (UNCTAD, 2021b). The economic

consequences of the economic downturn in China were quickly felt in other economies.

China is a major player in international trade as a manufacturer and exporter of consumer products, and as a key
supplier of intermediate inputs for manufacturing companies globally. Today about 20 per cent of global trade in
manufactured intermediate products originates in China (up from 4 per cent in 2002). UNCTAD (2020) has
analysed the UN Comtrade dataset for about 200 countries and 13 manufacturing sectors to measure each country’s

and industry’s integration with the Chinese economy using the GLI of intra-industry trade.

According to this analysis, the economic downturn in China will lead to disruptions in GVCs and diverse spill-over
effects across economic sectors and countries. The crisis may impact the supply of critical parts from Chinese

producers, affecting economic output and trade in any country depending on their dependency of the Chinese
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economy. These impacts may spread faster than expected due to the common strategy of limited inventories and

just-in-time production.

While Asian developing economies occupy the top of the list of countries most directly linked to China through
GVCs, the effects would also be felt in Mexico (US$1.3 billion), Turkey (US$0.4 billion) and Brazil (US$0.08 billion).
In Mexico and Brazil, the automotive industry is most directly linked with Chinese value chains, while in Turkey the
sector taking the brunt of the Chinese downturn would be textiles and apparel. Considering the wide-ranging

impacts, the quick recovery of the Chinese trade brought some good news.

LDCs’ export product mix becoming more diverse

The concentration of LDCs™ exports, as measured by the Herfindahl-Hirschman Index!, increased from 2001 to
2008. Since then concentration has gradually declined, converging with patterns typical of developing economies
(see figure 6). Developing economies excluding LLDCs have followed a similar trend. In other words, their export

mix has become more diverse with a slight sustained set-back from 2016 to 2018 and a continued diversification in

2019.

South Sudan, Botswana, Angola and Guinea-Bissau are the four developing African countries with the highest
concentration index, approaching or even exceeding an index value of 0.9 in 2019, which indicates that their trades
are concentrated on a very few products. South Sudan and Angola are highly dependent on trade in petroleum,
Botswana on precious stones, and Guinea-Bissau on fruits and nuts.? In 2019, LDCs as a group recorded an average
index of 0.21. Yemen had a relatively high export concentration index in 2019 (0.42), the highest index among
Asian LDCs (UNCTAD, 202la). Of developing economies, the product mix of exports is most concentrated in
African countries. The export mix is more varied in the developing economies of America, with Guatemala, Mexico
and Panama recorded the lowest concentration index in 2019, and Asia, where Turkey, Thailand and China are the

top three most diversified countries.

It is worth mentioning that diversifying the strategic economic sectors of LDCs, such as food and health sectors,
and empowering both productions and services, such as banking, retailing, and public services with high-level of
digitization, represent possibilities for these countries to build more resilient and sustainable economies (World

Bank, 2020).
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||||| Figure 6. Product concentration index of exports in LDCs and developing economies
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Source: UNCTAD (2021a).
Notes: An index value closer to one indicates that a country’s exports or imports are highly concentrated in a few products. On the contrary, values closer
to zero reflect a more homogeneous distribution of exports or imports among a series of products.

The structure of exports by product group has changed significantly in LDCs and developing economies over the
last ten years (see figure 7). In 2019, manufactured goods accounted for 36.7 per cent of total exports in LDCs - a
notable increase from 2009 (23.1 per cent). However, only six LDCs—Bangladesh, Cambodia, Haiti, the Gambia,
Nepal and Lesotho—received more than 50 per cent of their export revenue from exporting manufactured goods in
2018. Fuels formed the second largest product group in 2019 (26 per cent), while in 2009 they accounted for over
half of the exports. The share of ores, metals, precious stones and non-monetary gold increased from 12 per cent to
20.1 per cent in the ten years from 2009 to 2019. The proportion of food items in exports also increased from 10.2 to

13.7 per cent during the same period.
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||||| Figure 7. Export structure by product group in LDCs and developing countries
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Notes: For the composition of product groups please refer to UNCTAD (2027e).

In 2019, manufactured goods accounted for about 70 per cent of total merchandise exports from developing
economies - almost as much as from developed economies. The share of fuels has reduced from 21 per cent in 2009
to 14.4 per cent in 2019. Food continues to be strongly represented in the exports of some economies in South
America and Eastern Africa in particular, and ores, metals, precious stones and non-monetary gold in the exports

of several Southern and Western African and Central Asian economies.

|.||| Figure 8. Commodities price index and LDC’s total exports
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+ 667 + 971).
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LDCs are oriented towards commodity exports, accounting for more than 63 per cent of their goods exports. The
periods when LDCs’ exports declined more strongly than world exports (2008-2009 and 2014-2016) coincided with

falls in commodity prices.

During the period between 2000 and 2020, LDCs recorded a first peak of exports in 2008 with more than USS151
billion followed by a strong decrease caused by the financial crisis in 2008-2009. The second peak was recorded in
2013 with almost US$194 billion. Thus, the global financial crisis of 2008 did not cause sustained declines (even
though the commodity prices was connected with the financial crisis). Nevertheless, LDCs” exports seem to follow
commodity price index trends (see figure 8). The decline in commodity prices has caused a more persistent
decrease since 2014. The current situation with the COVID-19 pandemic should play out similarly, as the increase
of commodity price index (56.1 in in March 2021) (UNCTAD, 2021d) will impact LDCs” exports. LDCs will need to

diversify their exports to reduce their exposure to such crises.

Services exports had been increasing across economies

Before services were severely affected by the COVID-19 pandemic, the growth of services exports was a general
trend across all economic regions, but mainly benefiting developed economies. In 2019, this group still accounted
for 69.7 per cent of all traded services. With US$1.86 trillion worth of services exported in 2019, developing
economies took only 30 per cent of the global services market. LDCs” share amounted to almost 0.81 per cent of

total services exports.

2019 recorded an increase of 23 per cent in exports of services compared 2015 (UNCTAD, 2021a). This trend might
be explained by factors, such as the increasing commercialization of intangibles, the larger role of services in

global value chains and the gradual liberalization of this sector.

Among broad service categories, travel has the most prominent role in developing economies’ exports. At more
than US$583 billion, it accounted for 314 per cent of the services supplied internationally by developing
economies. Transport is also an important export sector for the developing world, worth US$374 billion in 2019.
Grouping together other services, including insurance and financial services, and business and intellectual-

property-related services account for US$825.0 billion of developing economies’ exports.

Smaller in dollar value than transport and travel, but linked to travel, - exports of personal, cultural and
recreational services have been the most dynamic sector in LDCs’ services exports. They grew, on average, by over
13 per cent annually between 2010 and 2020. In the same period, notable annual average increases were recorded
for charges for the use of intellectual property, transport and travel services (11.5 per cent, 9.7 per cent, and 6.8 per
cent, respectively). Of the broad services items (Other service sector) which accounts for almost 45 per cent of the
total traded services in the region in 2020, only construction services saw a downturn in the same period (-4.6 per

cent).
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|/’ Figure 9. Annual average growth of services exports in LDCs, by service category, 2010-2020
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Source: UNCTAD (2021a).

Travel is the only type of service export where LDCs and other developing economies have a revealed comparative
advantage3. The revealed comparative advantage of travel services for LDCs reached 1.75 in 2019 and was 1.3 for

other developing economies (see figure 11). The value is also slightly greater than 1.34 for LDCs’ transport services.

-(:)- Figure 10. Revealed comparative advantage in service exports, 2019
(Proportion)
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Source: UNCTAD calculations based on data from UNCTAD (2021a).

Notes: The revealed comparative advantage is measured as the proportion of a country group’s exports by service category, divided by the proportion of
world exports in each category. A country or region is considered to have a revealed comparative advantage for a product or sector if the index is greater
than one.
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Exports of services requiring proximity worst hit in the time of COVID-19

There are four different modes of supply for traded across borders: (mode 1) cross-border trade mainly for
services transacted via the internet; (mode 2) consumption abroad covering mainly health and education service
for foreigners; (mode 3) commercial presence which is specific to locally-established entities like hotels, banks and
construction; and finally (mode 4) movement of natural persons which involve for example foreign IT consultants

or health workers®.

Figure 11 shows the distribution of global service trade by mode of supply. The data refer to 2017 but an indication
about the mode of supply of services worldwide. More than US$10 billion are exported via mode 1 and 3. Naturally,
a big part of services provided by mode 1 continue to be exported in the time of COVID-19, but these services,
including telecommunications, computer and information services account for less than 10 per cent of total service

exports of developing countries.

The three other modes require proximity between importers and exporters. Thus, the related service sectors will be

severely affected and most likely will take longer to recover.

As mentioned above, travel and transport are key sectors in driving ) T I
developing countries’ service exports, accounting for more than 50 ? rave
per cent of total service trade of the group. Those sectors are and transport

delivered mainly via mode 2, 3 and 4 and covering services such as driving .N o
education, travel, tourism and associated hotels, and restaurant services exports

services, as well as air passenger transport services and in developing economies

construction and other business services that require the movement

of skilled and unskilled professionals across borders.

||||| Figure 1. Composition of global services trade by modes of supply, 2017
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Travel and transport restrictions due to COVID-19 are likely to negatively affect the trade in services in 2020.
Possible scenarios point to declines of 60 per cent to 80 per cent in international tourist arrivals in 2020. According
to CCSA (2020), countries with the highest number of reported cases of COVID-19 (see In focus: COVID-19)
account for about 55 and 68 per cent of global inbound and outbound tourism expenditure, respectively. The Joint
Report (CCSA, 2020) warns that the effect of the crisis will spill out and be significantly more devastating for

countries heavily dependent on tourism.

Tourism makes a significant contribution to sustainable development

One of the most important contributors to international trade in services is tourism. In addition to the direct service
itself, tourism has large multiplier effects that extend to the domestic economy. It promotes growth and
employment in a multitude of economic sectors, such as transportation, hotels and restaurants, retail trade,
financial services and cultural services. It also attracts domestic and foreign investment and promotes the
development of the private sector. For this reason, UNCTAD has recognized that touristic services, if properly

harnessed, can become an important engine for inclusive and sustainable economic growth in developing countries

(UNCTAD, 2017).

For many developing countries, tourism is one of the most important exports and an essential source of revenue.
Figure 12 shows that, on average, tourism contributes to the economy at comparable rates in developing, developed
and transition economies. However, for LDCs and especially SIDS, this sector is responsible for a larger share of
total economic activity. During 2017-2019, tourism accounted for, on average, 12 per cent of SIDS” GDP. Moreover,

the contribution of tourism to the economy seems to be increasing over time.

|.||| Figure 12. Direct contribution of tourism to GDP by country group, average
(Percentage of total GDP)
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Note: Averages include only countries with available data. Data cover approximately 40 per cent of SIDS total GDP, and about 50 per cent of LLDCs' total
GDP. The coverage is over 90 per cent for developing economies and 100 per cent for developed economies.

As mentioned above, tourism has a multiplier effect on the domestic economy through several channels. One of

these, depicted on map 2, is through its direct contribution to employment creation. In addition to SIDS, many
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countries in all geographic regions, including South-East Asia (Cambodia, Philippines), North Africa (Tunisia,
Morocco), the Caucasus (Georgia), the Americas (Belize, Uruguay, Mexico), Europe (Croatia, Montenegro, Iceland,
Greece) and Oceania (New Zealand), benefit greatly from the employment generated across the tourism industries.
Overall, current estimates place tourism’s direct contribution to worldwide GDP at 3.3 per cent and to global
employment at 3.9 per cent (World Travel & Tourism Council data gateway, 2021)>.

G Map 2. Direct tourism contribution to employment, 2019
(Percentage of global employment)
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Source: UNWTO (2021b).

Despite its increasing economic weight, touristic service supply is still relatively concentrated. Around 43 per cent
of all international tourists were still travelling to European countries in 2019. As illustrated in figure 14, other
regions of the world received a comparatively small share of international tourist arrivals. This is the case of
Oceania, Central Asia, Sub-Saharan Africa and Latin America and the Caribbean, regions where many developing
economies are located, including many LDCs. In many regions of the world, tourism still has unexploited potential

as a means of development.
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||||| Figure 13. International tourist arrivals, distribution by region, 2019
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Source: UNCTAD calculations based on data from UNWTO (UNWTO, 2021b).

However, this is gradually changing. Worldwide tourist arrivals increased by almost 50 per cent between 2010 and
2018. While tourists travelling to Europe and Northern America increased by only 41 and 32 per cent, respectively,
over the same period they increased by 93 per cent in South and South-East Asia and by a remarkable 243 per cent
in Central Asia. The only developing region that did not benefit from this dynamism in tourism was Sub-Saharan

Africa, where the number of tourists fell by nine per cent over the period.

Tourism remains vulnerable to global and regional risks

SDG target 8.9 aims to develop and implement policies to promote sustainable tourism that will result in more jobs
and support of local cultures and products. However, even if tourism can bring substantial revenues and economic
opportunities, it can also bring challenges for sustainable development. For example, tourism can help finance the
preservation of historical and environmental treasures, but if poorly managed could also have reverse effects
(UNCTAD, 2016b). Tourists also directly contribute to greenhouse gas emissions and climate change in many ways:
through transportation by air, rail, road and sea, and by consumption of goods and services whose production is

intensive in energy, water or other resources.

Tourism is a labour-intensive sector that could provide 100 to 120 mi"ion direct
employment for a large share of people, including women and tourism jObS

at risk
due to COVID-19

(UNWTO, 2020)

other underrepresented groups. It is also a sector with a high W
concentration of small and medium enterprises, self-employment

and family businesses. For these segments, tourism-related
economic activity could provide sustained livelihood opportunities

and paths towards poverty reduction for women and local
communities in developing countries (UNWTO and 1L0O, 2014).

However, as revealed by the precipitous decline in international travel and tourism in the aftermath of the COVID-

19 outbreak, this is a pro-cyclical sector with high elasticity to global and regional economic trends. In addition, it is
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very sensitive to perceived security, health and environmental risks. Figure 14 shows the daily evolution of
commercial flights during the first half of 2021 in comparison with 2019 and 2020. COVID-19 pandemic severely hit
the global commercial aviation because of lockdowns and bans restricting flights across the globe. As of the end of
June 2021, the number of commercial flights worldwide was down by 74 per cent compared to the same period of
2019. However, commercial flights record a steady recovery in recent months with an average positive growth of 10

per cent in June 2021 compared to the previous month.

Indeed, recent figures already show a catastrophic year for the sector. Tourist arrivals to Thailand fell by 52 per
cent in the first four months of 2020, compared to the same period in 2019 (UNCTAD calculations based on data
from (Refinitiv, 2021). Over the same period, the Republic of Korea recorded a fall of 62 per cent in the number of

visitor arrivals (Korea Tourism Organization, 2020).

These figures show that, while international tourism could provide substantial opportunities for many developing

economies, it remains exposed to high global and regional volatility.

||||| Figure 14. Worldwide number of commercial flights, 2019-2021
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Considering the vulnerabilities of developing economies and especially LDCs exposed by the COVID-19 crisis and
the longer-term implications, international support will be essential not only for responding to immediate recovery
needs, but also for accelerating structural transformation, trade support and assistance and development of

resilience to external shocks.

Notes

1. The Herfindahl-Hirschman Index (HHI) is a measure of market concentration. A higher index value indicates a more
concentrated export structure.

2. Products classification refers to three-digit level of SITC Revision 3.

3. The revealed comparative advantage is measured as the proportion of a country group’s exports by service category,
divided by the proportion of world exports in each category.
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4. Examples of the four Modes of Supply (from the perspective of an “importing” country A) (WTO, 2020c¢)

= Mode I: Cross-border
A user in country A receives services from abroad through its telecommunications or postal infrastructure. Such
supplies may include consultancy or market research reports, tele-medical advice, distance training, or
architectural drawings.

= Mode 2: Consumption abroad
Nationals of A have moved abroad as tourists, students, or patients to consume the respective services.

= Mode 3: Commercial presence
The service is provided within A by a locally-established affiliate, subsidiary, or representative office of a foreign-
owned and — controlled company (bank, hotel group, construction company, etc.).

= Mode 4: Movement of natural persons
A foreign national provides a service within A as an independent supplier (e.g., consultant, health worker) or
employee of a service supplier (e.g. consultancy firm, hospital, construction company).

5. WTTC also calculates that the total contribution of tourism to the economy. This includes, in addition to the direct
impacts, the indirect contribution (tourism-related investment spending, government collective spending and domestic
supply chain purchases of goods and services) plus the induced contribution (spending of those directly and indirectly
employed by the tourism sector). According to these estimates, the total contribution of tourism is 10.4 per cent of GDP
and 9.8 per cent of employment. For details on the methodology of these estimates, see WT'TC and Oxford Economics

(2018).

6. A country is considered to be export-commodity-dependent when more than 60 per cent of its total merchandise exports
are composed of commodities.
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Il. Towards inclusive trade in a post-COVID world

SDG indicators

SDG target 17.10: Promote a universal, rules-based, open, non-discriminatory and equitable multilateral trading
system under the World Trade Organization, including through the conclusion of negotiations under its Doha
Development Agenda.

SDG indicator 17.10.1: Worldwide weighted tariff-average (Tier 1)

SDG target 17.12: Realize timely implementation of duty free and quota free market access on a lasting basis
for all least developed countries, consistent with World Trade Organization decisions, including by ensuring
that preferential rules of origin applicable to imports from least developed countries are transparent and
simple, and contribute to facilitating market access.

SDG indicator 17.12.1: Average tariffs faced by developing countries, LDCs and SIDS (Tier I)

SDG target 10.a: Implement the principle of special and differential treatment for developing countries, in
particular least developed countries, in accordance with World Trade Organization agreements
SDG indicator 10.a.1: Proportion of tariff lines applied to imports from LDCs and developing countries with

zero-tariff (Tier I)

The Addis Ababa Action Agenda (United Nations, 2015) acknowledges that international trade is an engine for
inclusive economic growth and poverty reduction. Target 17.10 is of paramount importance to advancing economic
growth and fostering global competitiveness as it promotes a universal, rules-based, open, non-discriminatory and
equitable multilateral trading system. Market access conditions are an important factor for the effectiveness of

trade, and tariffs are an important determinant of market access.

Do trade reforms promote economic growth?

Recent research in trade theory suggests that trade reforms which significantly reduce import barriers have on
average a positive effect on economic growth, although the economic effect of such trade policies vary across
countries Dutt and Gallagher (2020). Falvey et al. (2013) report that economic growth is roughly 1.7 percentage
points higher after trade reforms than a benchmark (compared to the situation without any trade reforms). Easterly
(2019) finds that the positive correlation between a good trade policy and economic outcomes has increased since
the 1990s. Piketty (2014) notes that free trade and economic openness are ultimately in everyone's interest.
Safaeimanesh and Jenkins (2021), taking the case of the ECOWAS, estimate that from 15 to 26 per cent of the
average annual value of net official assistance received by coastal ECOWAS members could be achieved through
trade facilitation across borders. This ratio is even higher for Nigeria: around 31 to 46 per cent of net official

assistance.

On the other hand, as underlined by Dutt and Gallagher (2020), developing countries need to be mindful of the
potential impacts of trade and investment liberalization on the ability to mobilize domestic resources for

development. Revenues accrued from tariffs may constitute a significant portion of a government’s public revenue,



particularly in low-income countries, where the need for coordination of tariff liberalization with other tax policies

is of particular importance.

Trade agreements

In 1947, major economies involved in international trade signed the GATT, an agreement through which countries
entered into “reciprocal and mutually advantageous arrangements aimed at the substantial reduction of tariffs and
other barriers to trade and to the elimination of discriminatory treatment in international commerce” (WTO, 2021a).
The conclusion of the “GATT-94” multilateral trade negotiations led to the creation of the WTO in 1995, with a
mandate to develop an integrated, more viable and durable multilateral trading system. The WTO TFA was the first
multilateral trade agreement concluded since the establishment of the WTO. It came into force in 2017 with the aim
of boosting the speed and efficiency of cross-border trade procedures while reducing cost. Full implementation of
the TFA could cut global trade costs by 10-18 per cent (OECD, 2018) and increase gains from exports up to US$ 3.6
trillion per year (W10, 2015a).

Article 1 of the “GA'TT-94” stipulates that members set their tariffs

on a MFN basis in such a way that any advantage, favour, privilege : 350 RTAS

or immunity granted to any product originated in and destined for (Regional Trade AgreementS)
other countries becomes immediately and unconditionally in force

applicable to all contracting parties (W0, 2021a). Article 24 of the as of §\ i
GATT, Article 5 of the GATS and the Enabling Clause (Paragraph 1st June 2021 \P /

2(c)) allow WTO members to conclude RTAs as a special exception,

provided the agreements help trade flow more freely among the countries in the RTA without barriers being raised
on trade with the outside world (WTO, 2021b). Since the inception of the GATT/WTO system, most economies
across the world have negotiated bilateral or multilateral trade agreements with the objective of reducing barriers
to trade and promoting exchanges among members. Nowadays, practically all countries participate in at least one
RTA, with some countries forming more bilateral and regional RTAs than others. More than 50 per cent of global
trade now takes place between countries that are members to PTAs, and one third under DTAs that go beyond
traditional tariffs and existing WTO agreements (UNCTAD, 202la). According to the WTO RTA Database, as of |
June 2021 , 350 RTAs were in force for both goods and services, as compared to 137 in June 2005 (WTO, 2021b)
(Figure 1).
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||||| Figure 1. Evolution of RTAs, 1970-2021
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Source: WTO (2021b)
Note: Goods, services and accessions to an RTA are counted separately. The cumulative lines show the number of RTAs currently in force (by year of entry
into force).

The coverage of PTAs has also expanded. While the average PTA in the 1970s covered less than ten policy areas,
since the 2000s most new PTAs included between 10 and 20 policy areas (figure 2). Such agreements with larger
scope tend to include not only traditional trade policy, such as tariff liberalization, but also trade-related
regulations like subsidies or technical barriers to trade, as well as areas not related to trade, for example, labour,

environment, and migration (Mattoo et al., 2020).

||||| Figure 2. Number of policy areas covered by PTAs, 1970-2019
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Note: Number of policy areas covered in an agreement is calculated as the count of policy areas included in a PTA, a maximum number of policy areas
being 52.
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Making non-discriminatory tariff reforms work for development

. Even though most developed countries have pushed for lower
In 2019, SIDS imposed §

tariffs in recent years, there are still many parts of the globe where

Son_]e of the they remain high. In 2019, the country with the highest weighted
hlgheSt average tariff worldwide was Palau, classified as an LDC, at 118.2
.import duties per cent, followed by Bermuda at 103.2 per cent. Among major

global economies, India imposed a weighted tariff-average of 6.0
per cent, while China's average rate was 25 per cent. The United
States of America applied a weighted average tariff of 13.8 per cent on its imports, representing an increase of more
than 8.6 times compared with 2018. The weighted average tariff applied in the EU was 1.8 per cent in 2019. The
lowest weighted average tariffs, at zero per cent, were recorded in Hong Kong SAR, China; Macao SAR, China and

Brunei.!

G Map 1. Worldwide weighted average tariff, latest available data (SDG 17.10.1)
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Source: World Bank estimates (World Bank, 2021), based on UNCTAD (2021b), WTO (2021c) and WTO (2021d).

Since 2010, tariffs have been trending downwards, mostly on a preferential basis. MFN tariffs on agriculture,
manufacturing and natural resources have remained largely constant and amounted in 2019 to almost 17 per cent, 7
per cent, and 3 per cent, respectively (figure 3). The proliferation of PTA schemes has contributed to about 2
percentage points to the reduction of simple agricultural tariffs and to about 1 percentage point to manufacturing
tariffs. On the other hand, preferential tariffs have increased on a trade weighted basis, indicating an increase of
tariffs among some of the major trading nations. In the natural resources sector the liberalization occurred both in

MFEFN and preferential terms, and, in 2019, amounted on a simple average basis to 2.6 per cent and 1.3 per cent,
respectively (UNCTAD, 2021a) (see figure 3).
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||||| Figure 3. Multilateral and preferential tariff liberalization
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Source: UNCTAD, ITC and WTO calculations based on UNCTAD (2021b), ITC (2021) and WTO (20217¢).

Tariffs applied to exports of LDCs and developing countries are slowly reducing

The average level of customs tariff rates (indicator 17.12.1) faced by developing countries and LDCs illustrates the
pace at which the multilateral system is advancing toward the implementation of duty-free and quota-free market

access (United Nations, 2021).

SDG target 17.12 aims to “realize timely implementation of duty-free and quota-free market access on a lasting basis
for all least developed countries..”. Recognizing LDCs’ special economic situation, developed countries and other

economies” agreed to grant LDCs duty-free and quota-free preferential market access.

Preferential market access for developing countries has been initiated by most developed countries since the early
1970s under the aegis of UNCTAD (202lc¢). These unilateral trade preferences called the GSP allow developed
countries to apply different tariffs between different groups of trading partners without violating Article | of the

GATT requiring non-discriminatory and equal treatment of trading partners.

Trade preferences under the GSP program are granted, not only by
the so-called QUAD countries, namely the EU, United States, Japan

and Canada, but also by Australia, New Zealand, Norway, Belarus, In 201 9,
Iceland, Kazakhstan, Russian Federation, Switzerland, and Turkey. ‘developEd countries
Figure 4 shows that in 2019 import tariffs applied by developed applled on -average

1.1% tariff rates

to imports from LDCs

preferences, faced by LDCs vary across product groups. Tariffs for clothing and textiles in 2019 amounted to about

countries to all products from LDCs registered a slight decline

since 2015 and amounted to 1.1 per cent in 2019 . Tariffs, including

six per cent and nine per cent, while tariffs for industrial products remained low, at 0.4 per cent.
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||||| Figure 4. Average tariff faced (incl. preferences) in developed regions, by selected product groups
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The true value of developing countries’ export competitiveness that is granted duty free treatment can be in part
measured by the magnitude of the preferential tariff margin, that is the difference between the preferential tariff
rates applicable to the developing countries’ exports and the non-preferential tariff rates. The higher margin
indicates the greater market shares of these countries in preference granting countries. Iigure 5 shows that LDCs’

preferential margins are the strongest in low-skill manufactures, such as clothing, providing a tariff advantage of
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six percentage points in entering developed countries markets vis-a-vis foreign competitors. Preferential margins

for LDCs are also substantial for textiles and agricultural products (between three and six percentage points). For

developing countries, a substantial share of exports of clothing is bound to markets where countries have

preferences (four percentage points). For SIDS, the highest preferential margins of more than 15 percentage points

are registered for exports of agricultural products.



||||| Figure 5. Preferential tariff margins for developing countries, LDCs and SIDS exports in developed-
country markets, 2019
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To assist LDCs in the elaboration of studies on DFQF market access, UNCTAD produced two Handbooks on Duty
I'ree and Quota-I'ree Market Access and Rules of Origin For Least Developed Countries, (UNCTAD, 2018b) and a
database (UNCTAD, 2021e) on utilization of trade preferences.

Import restrictiveness differs substantially across countries, and
even within the same region. Table 1 presents a matrix of the
average tariff levels imposed on trade flows between regions in

¢ . P . y Sub-Saharan . gqyth
2019. Intraregional trade is generally subject to lower tariff trade Africa At

restrictiveness than interregional trade. However, a large number

of South-South trade flows are still burdened by relatively high faced the highest
tariffs. This is the case, for example, for trade between Latin intraregional tariffs |n 2019

America and South Asia, which face an average tariff of about 10

per cent. Market access for sub-Saharan Africa and South Asian countries often enjoys better interregional trade
conditions than for intraregional trade. South Asia, and Western Asia and North Africa faced the highest
intraregional tariffs, with tariffs of 5.7 per cent and 4.8 per cent respectively, in 2019 (UNCTAD, 2021a).

North-North tariffs are on average lower than North-South tariffs because of tariff peaks within product groups,
which are of significant export interest to developing countries, such as agriculture and apparel. However, low
income countries, within product categories, do receive higher preference margins, averaging three percentage
points above other countries. Lesotho and Afghanistan, receive preference margins as much as ten percentage
points. In contrast, such countries as Cuba and the Democratic People’s Republic of Korea face tariffs about 5

percentage points higher than other countries (World Bank, 2020).

SDG PULSE 2021 60



@ Table 1. Tariff restrictiveness, matrix by region, 2019

(Percentage)

Importing Region

Developed economies

East Asia

Latin America

South Asia

Sub-Saharan Africa

Western Asia and North Africa

Source: UNCTAD (2021a)

Note: Changes between 2010 and 2019 are shown in smaller font.

Developed
economies

2.0

0.3

5.4
0.6
3.6
0.1
10
08

7.3

East Asia

5.7

34

1.9

Exporting Region

Latin America

1.1

0.4

5.2

1.2

1.2

-0.2

10.2

3.1

8.7

1.6

7.8

1.7

South Asia Sub-Saharan Western Asia
Africa and North
Africa
2.2 0.6 1.2
0.6 0.2 0.6
3.5 2.6 1.8
-0.1 0.6 -0.1
10.2 3.8 3.2
-0.1 1.6 -0.1
5.7 5.6 5.7
1.4 1.1 -0.8
8.5 25 6.3
0.8 0.7 1.3
4.5 3.4 4.8
0.6 -1.2 2.0

Tariffs are particularly high for products of interest to low-income

countries, such as agricultural products, as well as apparel, textiles

and tanning. For example, tariffs on about 8 per cent of global trade

in food products (and 26 per cent of the products in this group) are

above 15 per cent. Some 10 per cent of world trade (and 21 per cent

of the products in this group) in apparel is subject to tariff peaks of

15 per cent or more (figure 6).
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|/’ Figure 6. Tariff peaks, by product groups, 2019
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Source: UNCTAD, ITC and WTO calculations based on UNCTAD (2021b), ITC (2021) and WTO (20217c).

The objective to improve market access conditions for LDCs” exports by giving special and differential treatment to
LDCs in accordance with the WTO agreements was not only outlined in SDG target 17.12, but also in SDG target
10.a.

More than half of merchandise exports from developing countries benefit from
duty-free market access

Most developed countries grant either full or nearly full duty-free and quota-free, i.e. DFQF market access for
LCDs, and an increasing number of developing countries are in the process of extending similar treatment to most
imports from LDCs. Australia, New Zealand, Norway and Switzerland provide full duty-free access through
preferential LDC schemes. For Canada, Chile, the EU and Japan, 97 per cent of tariff lines are free of duty for
products originating from LDCs. China and India grant duty-free access for LDCs on more than 94 per cent of their

tariff lines. Iceland, the Republic of Korea and Montenegro have a duty-free coverage of around 90 per cent or
higher (WTO, 2020c¢).



However, progress on export expansion from LDCs is slow. Despite considerable growth of LDCs™ exports since
2000, their share in world trade in 2020 remained less than 1 per cent, whereas the share of LDCs in world
population was more than 13 per cent (UNCTAD, 2021f).

Tariff barriers remain an issue in some countries, notably the United States. In 2018, some 60 per cent of LDC
exports were dutiable under the United States” GSP scheme for LDCs, in dollar terms, with a trade-weighted

average tariff of over ten per cent. Nevertheless, some LDCs enjoy significant duty-free access to the United States

of America under the AGOA and the CBERA (WTO, 2020c¢).

Share of Zero tariffs SDG indicator 10.a.1 shows the extent to which special and
apphed tO LDcs eXp0I’tS differential treatment has been applied through import tariffs.?

LDCs were granted duty-free market access on more than 66 per
cent of tariff lines in 2019 (figure 6); the respective share for all

developing countries was around 52 per cent. 4

The highest proportion of products from LDCs, excluding oil, in the
o -
amounted to 66 A) in2019 zero-duty trade were the trade in agricultural products, followed by

the trade in industrial products, 75.1 per cent and 74.4 per cent, respectively. In the case of developing countries,
almost 54 per cent of agricultural products and 54.4 per cent of industrial products entered world markets duty
free (See figure 7).

||||| Figure 7. Share of duty-free products (exported products) to world from developing countries and LDCs,
by product, 2019 (#SDG 10.a.1)
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Source: UNCTAD (2021d)

Figure 8 shows that almost 68 per cent of international trade of agricultural products in 2019 was duty-free, with 19
per cent of this accounting for duty-free on the MFN basis and the rest under preferential tariffs. The remaining
tariffs for agriculture are fairly high, averaging to 20.7 per cent. Preferential access is also important for trade in
manufacturing products, for which it accounted for more than 33 per cent. The simple average tariff for

manufacturing products is also high and stood, in 2019, at almost 10 per cent. For natural resources, preferential
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access is less important, as trade in these goods is largely tariff-free Preferential daccess
under MFN rates. The remaining tariffs are generally very low, with continued to play a key role
tariffs averaging 5.8 per cent. In agrlcultural trade but
remaining tariffs N 4
were more than 20%

|.||| Figure 8. Free trade and remaining tariffs, by broad

category
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Source: UNCTAD, ITC and WTO calculations based on UNCTAD (2021b), ITC (2021), and WTO (2021c)

The rise of non-tariff measures

NTMs, often impede imports more than border duties. Trade costs associated with NTMs are estimated to account
for as much as 1.6 per cent of global GDP, or US$1.4 trillion (United Nations, 2020), more than double that of
ordinary customs tariffs. According to UNCTAD (2019) estimates for Asia and the Pacific, NTMs are now affecting
around 58 per cent of trade in the region. Ior intra-African trade, the average import-weighted tariff is almost 7 per

cent, while ad-valorem equivalent cost of non-tariff barriers is estimated to be 14.3 per cent (UNECA, 2020).

NTMs, as policy instruments, can be either directly or indirectly linked to sustainable development. Direct linkages
include policies that have an immediate impact on social and environmental issues and help achieve SDGs: food
security (SDG 2); nutrition and health (SDG 3); protect endangered species and the environment (SDGs 14 and 15);
ensure sustainable production and consumption (SDG 12); energy (SDG 7); and combat climate change (SDG 13). On
the other hand, indirect linkages may arise from trade policies that influence trade, which in turn can restrict

economic growth and create negative spillover effects on sustainability objectives (UNCTAD, 2021h).

Today, a considerable number of NTMs are regulatory measures, which respond to a public demand for protection
against environmental and health hazards (UNCTAD, 202lg) 5. Technical NTMs, such as TBT, which includes
labelling, standards on technical specifications and quality requirements, as well as all conformity-assessment
measures, affect more than 30 per cent of product lines and almost 70 per cent of world trade (figure 9). SPS, which

typically prevail in agriculture, affect almost 20 per cent of world trade. Figure 9 shows that agricultural sector is
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'x to trade

more often regulated than manufactures and natural resources,

Technical barriers

with most of world agricultural trade subject to forms of SPS and

N

TBT. Almost 40 per cent of all exports are subject to at least one
export measure (UNCTAD and World Bank, 2018).

affect 30% of product lines

|t/

Figure 9. NTMs in world trade, by type and broad category, 2019
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Note: The frequency index is defined as the percentage of HS six--digit lines covered; and coverage ratio is defined as the percentage of trade affected.

In LDCs and developing countries, about 40 per cent of imports are
subject to NTMs. This is less than half as much as in developed
countries. NTMs in developing countries and LDCs are less
diversified than in developed countries. On average, developing
countries use two different NTMs on any regulated product, and

LDCs one, compared to four in developed economies (UNCTAD and

World Bank, 2018).
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Statistics on NTMs are still incomplete. As of today, TRAINS (UNCTAD, 2021b) database developed by UNCTAD in
partnership with several regional and international organisations is the most complete collection of publicly
available data on NTMs at the HS six-digit level. As of 2018, UNCTAD has collected comprehensive and

comparable NTMs data covering 109 countries and containing more than 65 000 measures.

Trade measures and COVID-19

. increasing protectionism and faltering globalization, with Brexit
in response to and the trade war between China and the United States of America,

COVID-1 9 for instance. It highlighted major ongoing shifts in the objectives of
targeted both countries and companies and put considerable pressure on
exports and |mp0rts multilateral rule-based trading system. Axioms of free trade, free

movement of capital, or freedom of energy supplies have often

i Protectionist measures The COVID-19 pandemic emerged in the context of already

been questioned against a cruder metric: “What's in it for me?”

(Grizold and Jaklic, 2020)

Trade policy saw a rise of protectionist measures worldwide in response to COVID-19. Many countries sought to
increase their self-sufficiency in strategic industries and reduce their reliance on single sources of supply, thus

triggering the reconfiguration of value chains around the world and fueling a damaging spiral of trade restrictions

(Anaya et al., 2020).

Trade measures targeted both exports and imports. As of the end of May 2021, WTO members had submitted a total
of 371 COVID-19 related notifications. TBT and SPS measures made up the bulk of them, 162 and 94, respectively,

along with quantitative restrictions aimed at ensuring domestic food and medical supplies (64) (figure 10).

||||| Figure 10. WTO members' COVID-19 related notifications, by type
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While most tariff measures were aimed at facilitating trade and concerned imports with over 100 countries either
reducing or eliminating tariffs on essential goods, NTMs, although for the most part adopted on a temporary basis,
were largely used to restrict trade and applied to exports, in particular of medical goods (Lee and Prabhakar,
2021). The EU placed export restrictions on medical equipment exports to non-EU countries. India, the world’s
largest pharmaceutical producer, enacted restrictions on the export of dozens of drugs, including various
antibiotics. Personal protection equipment products, such as, aprons, medical masks and protective clothing were
subject to tariffs of over ten per cent. In some countries, for example in Iran, tariffs on medical masks and
protective clothing were as high as 65 per cent and 100 per cent of the import value, respectively (Espitia et al.,

2020).

While the majority of trade measures were introduced as countermeasures against COVID-19, some do not seem to
be directly linked to managing the health emergency, while others appear to primarily seek to protect domestic
industries (Louise Curran et al., 2021). Examples of such measures include the increased tariffs on petrol imports in
Fiji, restrictions of cement imports in Kazakhstan, and bans on imports of tobacco products in Botswana, on all non-

essential goods in Sri Lanka, and on used clothing in Kenya.

WTO estimated that 2.8 per cent of G20 trade was affected by import-restrictive measures implemented from the
mid-October 2019 to mid-May 2020. Import-restrictive measures applied since 2009 and still in force affect an
estimated 10.3 per cent of G20 imports (US$1.6 trillion) (WTO, 2020b).

The inability of some countries to produce and export domestically manufactured equipment during the pandemic
led to high procurement costs and delays elsewhere. For instance, the global supply of ventilators is highly
concentrated: only seven countries account for 70 per cent of ventilators exports, hence exports ban from even one
of them could lead to up to a 10 per cent temporary increase in prices and adversely affect billions of lives across
importing countries (Zanhouo, 2021). Moreover, trade restrictions negatively impacted the access to other basic
care services, other than those needed to target COVID-19, including vaccines needed for mass immunization

campaigns (Barlow et al., 2021).

Governments have been challenged to find the right balance between the need to import medical supplies and
protective equipment against the loss of tariff revenues associated with them. In order to facilitate timely
availability of essential medical supplies, for example, the EU set up the COVID-19 clearing-house for medical
equipment and abolished temporary controls on exports of essential equipment (de la Mata, 2020). To speed up the
release of goods, China employed “green lanes” for fast customs clearance (UNCTAD, 2020b). Pakistan, for
example, exempted medical equipment from import duties, and Brazil introduced new legislation that simplifies
the customs clearance process for articles used to combat the spread of COVID-19. Argentina streamlined the
import clearance process of certain critical medical products, and Iran removed an import ban on ethanol, used to

produce sanitiser (Baldwin and Evenett, 2020).

The current health crisis has the potential to further exacerbate tensions and to create more segmented and
polarized global trade relationships, with obvious negative consequences for many countries (UNCTAD, 2020¢). A
recent report estimated that high tariffs and trade restrictions could slow economic recovery from the COVID-19
crisis and reduce global GDP by US$10 trillion per year unless repealed or reduced by governments (Anaya et al.,
2020). In the post-pandemic era, the recovery will be much faster and stronger if society strengthens international
cooperation, countries work together to open their economies and to reduce trade costs through better connectivity
and logistics, and to build up new areas of consensus on issues of common ground, such as climate change,

cybersecurity risks, the need for building transformative productive capacities, and many others (UNCTAD,

2020a).
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Notes

1. Data are classified using the Harmonized System of trade at the six- or eight-digit level. Tariff line data were matched to
the SITC revision 3 codes to define commodity groups and import weights. To the extent possible, specific rates have
been converted to their ad valorem equivalent rates and have been included in the calculation of
Weighted mean applied tariff. Import weights were calculated using the UNSD’s Commodity Trade (Comtrade) database.
Effectively applied tariff rates at the six- and eight-digit product level are averaged for products in each commodity
group. When the effectively applied rate is unavailable, the most favoured nation rate is used instead.

2. Following the WTO Hong Kong Ministerial Decision in 2005 (WTO, 2015b).

3. Limitations of this indicator include the following: (i) Tariff-based measures are only a part of trade limitation factors. (ii)
Inability to comply with rules of origin criteria limits the utilization of preferential treatments. (iii) Using data on zero-
tariff lines assumes full utilization of benefits. (iii) Low MFN tariffs mean that duty-free treatment is not always
preferential (United Nations, 2019).

4. Proportion of total number of tariff lines applied to products imported from least developed countries and developing
countries is presented in per cent, corresponding to a O per cent tariff rate in HS chapter 01-97. This indicator allows
observing on how many products developing countries and LDCs will have free access to Developed countries markets.

5. According to WTO, for non-agricultural products the product coverage of tariff binding by developed country members
was 100 per cent, while that of developing country members was around 73 per cent (WTO, 2021g).
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lll. Trade, food security and sustainable agriculture

SDG indicators

SDG target 2.b: Correct and prevent trade restrictions and distortions in world agricultural markets, including
through the parallel elimination of all forms of agricultural export subsidies and all export measures with
equivalent effect, in accordance with the mandate of the Doha Development Round

SDG indicator 2.b.1: Agricultural export subsidies

SDG target 2.c: Adopt measures to ensure the proper functioning of food commodity markets and their
derivatives and facilitate timely access to market information, including on food reserves, in order to help limit
extreme food price volatility

SDG indicator 2.c.l: Indicator of (food) price anomalies

Goal 2 of the 2030 Agenda sets out to “End hunger, achieve food security and improved nutrition and promote
sustainable agriculture”. As with other SDGs, realizing this goal will require a multifaceted approach. One part of
the equation is the necessity for properly functioning food commodity markets. To ensure that markets around the
world have access to nutritious food requires international trade and cross-border cooperation. In the context of
climate change, with risks of decreased predictability of harvests and uncertainty regarding the sustainability of

many regional crops, the importance of trade in food commodities may well increase rather than diminish.

Two targets belonging to SDG 2 deal with the proper functioning of food markets. Target 2.c, limits or reduces
price volatility through better access to market information. Furthermore, target 2b aims to avoid market
distortions by eliminating export subsidies and equivalent measures. Cooperation via multilateral trade has an
important role to play in order to alleviate hunger, complementing other efforts, such as, increasing ODA and OOF's

to the agricultural sector (see Official support for sustainable development).

Increasing food insecurity due to COVID-19 calls for more international
cooperation

The Global Report on Food Crisis (I'SIN and Global Network Against Food Crises, 2021) counts 155 million people
living under conditions considered a food crisis or worse. This is the highest number in that publication’s five-year
history. Food crises are characterized as situations where people struggle to meet minimum food needs and where
levels of acute malnutrition are above-normal. The report counts another 208 million people living under stressed

conditions where they can still get necessary nutrition, but only by forgoing some essential non-food expenditures.
The causes of food crises are often multifaceted with several

factors reinforcing each other. The most common primary driver is *
conflict. In June 2021, the Famine Early Warnings Systems Network %

(2021) categorized South Sudan, Yemen, Nigeria and Ethiopia as In 20 .

countries of highest concern; all areas where people are fleeing 360 mllllon people,s .
violence. However, the number of food crises where the primary access to fOOd was *

factor was considered an economic shock doubled to 17 in 2020 stressed, in crisis or worse
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(FSIN and Global Network Against Food Crises, 2021). These economic shocks include shocks due to the COVID-19
pandemic. The food crises report points out that the pandemic has threatened many vulnerable people’s livelihoods
but also disrupted supply chains which in turn have led to food price anomalies. Ahead of the fifteenth session of
UNCTAD and the Twelfth Ministerial Conference of WTO, UNCTAD recommends that the international trade
architecture is enhanced to ensure that international trade can do its part in increasing food security (UNCTAD,
202la). These recommendations include counteracting export restrictions of essential food and more favorable

trade terms for developing economies.

Through Article XI of GATT-94 parties agree, in principle, to not apply export bans or restrictions. However,
members are allowed to apply temporary restrictions to safeguard products such as food, and in early 2020 several
WTO members introduced export prohibitions and restrictions on food to ensure food stability within their
territories (WTO, 2020). This raised fears that if the number of export restrictions continues to grow, they could
disrupt the global food supply chain, and “imperil global food security, especially in atomized net food-importing
developing countries” (Coke Hamilton and Nkurunziza, 2020). By the end of 2020, new export restrictions on food
were uncommon (ITC, 2021) and measures introduced in the beginning of the year had been terminated
(International Food Policy Research Institute, 2020b).

The WTO Agreement on Agriculture (2021b) requires countries to give due consideration to the food security
needs of others while considering temporary export restrictions on food. Furthermore, an argument that trade
restrictions on food lacks utility is the fact that the world as a whole has a sufficient inventories of staple foods
(International Food Policy Research Institute, 2020a). Past food crises have made the world more prepared for the
current one. Figure 1 shows that in 2020 global stocks-to-use ratios for key staples were still substantially higher

than in 2008, when the market conditions for these products were tight.

|M Figure 1. World stocks-to-use ratio of select food commodities
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Source: UNCTAD calculations based on United States Department of Agriculture (2021).

Notes: Years are standard international trade years that depend on hemisphere and that does not correspond exactly to calendar years. The selected
commodities are the most commonly recorded staple foods in the dataset. The world total is based on the sum of domestic consumption and the sum of
ending stocks for individual economies for a given year. Included economies are those with data on both measures for a given commodity since the year
2000. This number is 118 for corn, 113 for rice and 117 for wheat.
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Increasing trade in food - small change in actors
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In the period 2015 - 2019 the median for individual economies
was that 11 per cent of merchandise imports consisted of basic
food!l. However, at country level, the importance of food to
individual countries’ import basket can vary considerably. In Haiti
and Somalia, food comprised 42 per cent of the total value of
merchandise imports. Merchandise exports exceeded 30 per cent
in Benin, Yemen, American Samoa, Eritrea, South Sudan and
Guinea-Bissau (UNCTAD calculations based on UNCTAD, 2021b).

The median of economies’ net imports of basic food, defined as Half Of SIDS have
imports minus exports of these products, was 4.6 per cent of total net food imports over
merchandise imports for the period 2015 - 2019. South America is 10% of total Imports

home to several net food-exporting countries while many net-

map 1). Another prominent group of net food importers are the

importing countries are found in the Middle East and Africa (see 3 %} g

SIDS. Net imports of basic food exceeded 10 per cent of

merchandise imports for half of SIDS. At the same time, many

islands and other economies with access to oceans are net exporters of basic food - the extreme being the Falkland

Islands where an estimated 95 per cent of exports in 2019 were crustaceans, mollusks and aquatic invertebrates
(UNCTAD, 2021b). At the regional level, Latin America and the Caribbean together with Oceania are net food

exporters while Africa and Asia are net food importers (see table 1).

@ Map 1. Net import of food as a ratio to total imports, 2015-2019
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Source: UNCTAD calculations based on UNCTAD (2021b).
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Notes: Net food imports are calculated as imports minus exports of basic food excluding tea, coffee, cocoa and spices (SITC O + 22 + 4 less 07) during the
years 2015-2019. The percentage displayed is reached by dividing net food imports with total imports of all goods for the economy in the same period.

Economies turn to partners outside their own geographical region for much of the food that they import. Europe

stands out as a region with high intra-regional food trade. Only a quarter of the US$0.5 trillion of the food imported

by European economies originates from outside the region. This is in stark contrast to Africa, where 85 per cent of

food imports are extra-regional. There has been little change in these patterns over the recent decade (see table 1).
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@ Table 1. Total imports of basic food and the share of intra-group imports by geographical region

(Billions of USS in current prices and associated percentages)

Food imports? Extra-group importsb Net food imports®
Group of economies 2019 2005 - 2009 2015 - 2019 2005 - 2009 2015 - 2019

(Billion of US$) (per cent) (per cent) (per cent) (per cent)
Africa 74.4 86.7 84.5 6.7 6.7
Northern America 145.5 64.4 70.2 -1.6 -1.4
Latin America and the Caribbean 75.0 60.1 61.6 -10.8 -13.2
Asia 4747 60.9 64.6 5.0 7.3
Europe 513.0 281 26.3 32 0.7
Oceania 17.8 70.3 73.3 111 -13.6

Source: UNCTAD calculations based on UNCTAD (2021b).

Notes: Food, basic excluding tea, coffee, cocoa and spices (SITC 0 + 22 + 4 less 07).
2 Billions of USS in current prices.

b As a ratio to total food imports.

€ As a ratio to total imports of all products.

For several of individual economies that constitute the top net importers of basic food, net imports have increased
over the past decade (see figure 2). Most significant among these are Yemen, and Wallis and Futuna Islands. Eritrea

and Timor-Leste have moved in the other direction, both because of significantly growing exports of vegetables

(UNCTAD, 2021b).

|M Figure 2. Net food imports as ratio to total imports, 2015 — 2019 compared to 2005 — 2009
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Source: UNCTAD calculations based on UNCTAD (2021b).

Notes: The point represents values for 2015 - 2019 while the line segment reaches the value for 2005 - 2009. Net food imports are calculated as imports
minus exports of the product group “food, basic excluding tea, coffee, cocoa and spices (SITC O + 22 + 4 less 07)". The percentage displayed is reached by
dividing net food imports with total imports of all products in the corresponding period. Included economies are the top fifteen net importers of import
food in 2015 - 2019 after excluding South Sudan for which data are not available before 2071.



A noticeable change has occurred over time in total food trade; the value of exports in basic food in constant 2019
prices has doubled since 2000, reaching almost US$L.3 trillion in 2019, up from US$610 billion in 2000. This is in
large part driven by a general increase in merchandise trade, but while 5.4 per cent of merchandise trade was basic
food in 2000, this proportion grew to 6.8 per cent in 2019. The growth in trade value has been accompanied by a
slow and steady decrease in the export concentration index for basic food from 0.154 in 2000 to 0.125 in 2019. This
indicates that economies that previously were not big exporters of food now participate more in the global trade of
these products. Indeed, the export concentration of basic food has decreased more than the concentration index for
total exports during this period (UNCTAD, 2021b).

Trade in fruits and vegetables, the most traded food-product group, has grown steadily over the last two decades
and accounted for 22 per cent (US$ 282 billion) of all exports in total basic food in 2019 (see figure 3). Cereals
accounted for 14 per cent of exports of basic food.

||||| Figure 3. Total world export of selected food product groups
(Billions of USS at constant 2019 prices)
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Source: UNCTAD calculations based on UNCTAD (2021b).

Note: Product groups are SITC product groups 01 - 05. These five groups together constituted 67 per cent of the world export in basic food in 2019. All
product groups except dairy products and birds” eggs are in the top five in total export value. Fruits also includes nuts. See UNCTAD (2021c) for the
product classification used.

Price information is valuable and is being gathered more often

Like other commodities, the price of food has increased over the last two decades. Stable increases in prices give
consumers and producers a theoretical chance to budget and plan, whereas volatile prices are more disruptive to
the livelihoods of people on both sides of the market. The price of food has been increasing in the second half of
2020, especially in the first months of 2021. There is a strong correlation between food prices and commodity
prices generally, though food prices have tended to be less volatile than, for example, non-edible agricultural raw
materials or metals (see figure 4). However, sharp rises in food prices between 2007 and 2008 and again in 2011

highlighted the need to develop methods to track price volatility as advance warnings of food crises (Baquedano,

2015).
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G Figure 4. Growth rate for selected subindices of UNCTAD's Free market commodity price index

(Percentage, monthly, year-on-year)
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Source: UNCTAD (2021b)

Spikes in food prices can deny low-income families” access to sufficient nutritious food. Abnormalities in food

prices are in themselves strong indicators of potential threats to food security and provide valuable warning signs,

signaling the need for action. Prices carry broad information about recent changes in supply and demand as well

as signals about expectations and risks for future food markets. They can be observed easily and frequently

(Kalkuhl et al., 2016).

The methodology for the SDG indicator of food price anomalies® relies on identifying food prices with growth rates

that differ from the historical average (United Nations, 202la; Baquedano, 2015). Grains are some of the most

tracked or monitored food products, most particularly rice (see table 2).3

@ Table 2. Food price anomalies, 2020 (SDG 2.c.I)

Categorization of price

Type of Number of
:::Jduc o economies Abnormally Normal or Abnormally
P with price data low moderately high
low/high

Maize 47 0 41 6
Millet 10 0 8 2
Rice 55 1 19 5
Sorgum 17 0 17 0
Wheat 42 2 34 6

Source: UNCTAD calculations based on United Nations (2021b)

Notes: Abnormal prices are defined as a compound growth rate of one standard deviation or
more from the historical mean (United Nations, 202la). Products are not comparable since
product prices are recorded in different economies.
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Food price anomalies and volatility
are often combined with losses in
agricultural  income,  climate
extremes, reduced food access and
extreme changes in the quantity,
quality and diversity of food
consumed (FAO, 2018). The
episodes of high food price
volatility pose a major threat to
food  access, especially in
developing economies, including
LDCs. These episodes are expected
to become more frequent with the
rising number of extreme climate-

related events.
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Agricultural export subsidies are vanishing but production is still supported

International trade in open and transparent markets may alleviate the effects of external shocks. UNCTAD has long
called for increased transparency and tighter regulation of commodity markets to help avoid speculative bubbles
(UNCTAD, 2012). Applying these initiatives in food markets can contribute to food security.

WTO members have agreed that export subsidies may have harmful effects on international trade (see GATT
Article XVI, WTO, 2021a). Agricultural subsidies were originally intended to aid domestic producers and farmers
in areas where agricultural production costs were high and to ensure the production of enough food to meet
domestic needs. Agricultural export subsidies are a form of government intervention to modify a country’s terms of
trade. They protect producers from international market competition; i.e., economies where the costs of production,
such as labour or land, are cheaper. As such, subsidies may have many spillover effects for the global economy
where they can exacerbate price volatility and food price spikes. They allow exporters to gain market share

without the efficiencies that should accompany such growth.

The WTO Agreement on Agriculture, which came into force in 1995 (WTO, 2021b), has placed limits on export
subsidies that distort agricultural trade in order to prevent the disposal or dumping of surplus commodities on
global agricultural markets. Following the 2015 Nairobi Ministerial Conference, WT'O members have taken steps to
phase out export subsidy entitlements from their WTO schedule of commitments in order to level the playing field
between developed and developing economies. Apart from a few selected agricultural products, developed
countries agreed to remove export subsidies with immediate effect, and most developing countries agreed to do so
by 2018. However, developing countries will retain the flexibility to cover marketing and transport costs for
agriculture exports until the end of 2023, while the poorest and food-import dependent developing countries will

be granted more time to reduce export subsidies (WTO, 2021c¢).

Notifications of agricultural export subsidies were between US$ three and four trillion in the early years of the
2000s but have since decreased substantially. The 2015 Nairobi package has further strengthened WTO members’
commitment to abolish trade-distorting subsidies in agricultural markets. In 2018, only five economies notified

WTO about agricultural export subsidies to a total value of US$138 million (see figure 5).
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||||| Figure 5. Notifications to WTO of agricultural export subsidy outlay (SDG 2.b.1)
(Millions of USS)
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Source: United Nations (2021b).
Notes: Only export subsidies notified to WTO by members who are required to do so are included (United Nations, 2021a).

Hov‘vever, governments still provide substantial support 'to 18% Of receipts for
agricultural producers through bud.g'etary transfer‘s anﬁd policy agrlcultural prOducers
measures that' amount to a market price support (OECD, 2020); In in OECD countries

OECD countries, these forms of support sum to about US$231

billion in 2019, which accounts for about 18 per cent of gross farm are a reSUIt Of T
receipts. Tn 2000, this figure was 31 per cent (OECD, 2021b).  government __—s= é
Agricultural markets are further supported by budgetary transfers support E l l
to consumers and by general service supports that are not paid

directly to producers but has the agricultural sector as its main beneficiary. A report by the Food and Land Use

Coalition (2019) estimates that, globally, the agricultural sector is supported to the tune of US$700 billion per year.

The report of the Food and Land Use Coalition (2019) found that the current use of agricultural subsidies leads to
inefficient land use and that there are huge opportunities in reorienting subsidies away from high carbon-emitting
production and incentives for deforestation and redirecting them towards more sustainable practices. The positive
effects would be manifold, including improving global health and combatting climate change. Especially among
OECD economies there is a push towards payments to producers that are conditional on production practices that
preserve public goods, such as, biodiversity. The OECD notes that policy approaches to support sustainable

agriculture are available but remain underutilized (OECD, 2020).
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Other intervention measures

Governments have a wide range of policy instruments
at their disposal, including tariffs and NTMs. As
mentioned in Barriers to trade tariffs on agricultural
products are generally considerably higher than those
for manufactured products or natural resources.
Tariffs are slowly being reduced and NTMs, besides
export subsidies, are playing an ever-greater role in

International trade.

There are multiple links between NTMs and the SDG
goals. NTMs threaten trade openness, but not all
measures are harmful. Some measures relate to health
and environmental protection. Transparent technical
import measures can encourage exporters to fulfill
requirements that in turn promote sustainable
agriculture. Meeting the challenge of navigating the

competing ways that NTMs can affect food security is

part of UNCTAD’s work in this area (UNCTAD, 2021e).

Most countries impose some form of technical import
measure to at least one food product. The most
common measures are sanitary and phytosanitary. Of
the 91 economies with NTMs recorded in the TRAINS
database (UNCTAD, 202If), 72 have some measure
imposed on basic food. All of the 72 have some
sanitary and phytosanitary measures and most have

more than 50 such measures (see table 3).

OECD (2020) found that government support for agriculture
is predominately provided via measures that distort
production and trade. Forty per cent of support to
agricultural producers, in 2017 - 2019, was in the form of
market price supports. These create gaps between effective
producer prices and international market prices. The
resulting price distortions vary widely between economies
but have generally been decreasing over the last two
decades. In 2000, agricultural producers received 30 per
cent more for their products than international market
levels, compared with only 9 per cent in 2019 (OECD, 2021b).

GTA systematically documents trade interventions by traded

@ Table 3. Relative prevalence of categories of

NTMs for food products
Median
Number of number of
NTM category $ economies $ measures %
imposing per
economy
Technical import 72 92.5
measures
Sanitary and 72 69.5
phytosanitary measures
Technical barriers to trade 70 18
Pre-shipment inspection 59 3
Non-technical import 72 125
measures
Contingent trade 3 2
protective measures
Quantity control measures 68 8
Price control measures 64 4
Other non-technical 35 2
import measures
Export measures 71 25

Source: UNCTAD calculations based on UNCTAD (2021f).

Notes: Measures in force as of May 2021. Only measures affecting
all countries are included (bilateral measures are excluded).
Product groups considered are HS chapter 01-24 excluding 05
Products of animal origin, not elsewhere specified or included. 06
- Live trees and other plants; bulbs, roots and the like; cut flowers
and ornamental foliage, 09 - Coffee, tea, mate and spices, 13 -~ Lac;
gums, resins and other vegetable saps and extracts, 14 - Vegetable
plaiting materials; vegetable products not elsewhere specified or
included, 22 - Beverages, spirits and vinegar, and 24 - Tobacco
and manufactured tobacco substitute. There are, in total, 91
economies in the database.

Non-technical

product and classifies their probable effect as harmful or

liberalizing®. There is a tendency towards more liberalization of A Import measures A

tariffs, but the overwhelmingly biggest category of new measures,
2016 - 2020, are non-technical import measures; of which 2 576 are
categorized as harmful®. It is also worth noting that though export

subsidies seem to be disappearing in figure 5, GTA lists 795 new

are currently the
most common new
harmful trade intervention
on food products

interventions classified as harmful export subsidies on basic food.

The difference between this observation and official SDG data, shown in figure 5, can be explained by differing



definitions and by the fact that economies that have pledged to not use export subsidies are not required to notify
the WTO if they do (United Nations, 2021a).

||||| Figure 6. Trade interventions implemented between 2016 and 2020 for food products by type and effect

(Number of documented interventions)

Tariffs

Technical import measures

Non-technical import measures ]
Export subsidies |_
Other export measures ._
Instrument unclear II
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Source: UNCTAD calculations based on Global Trade Alert (20217).
Notes: Included products are HS codes 01-24 minus 05, 06, 09, 13, 14, 22 and 24. The database also contains a total of 42 interventions evaluated
“potentially harmful” not displayed.

A review of trade policy changes since 2006 by Bellmann and Hepburn (2017) showed a resurgence of market
access protection and government subsidies in order to maintain domestic farm incomes. Indeed, after correcting
for the fact that newer interventions have had a shorter time to be documented, analysis of the interventions in the
GTA database shows an uneven but upward trend in harmful measures imposed on food products. Moreover, there
have been more harmful than liberalizing measures each year since GTA started documenting trade interventions,

with the sole exception of 2011 (see figure 7).
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||||| Figure 7. Trade intervention by year and effect

(Number of documented interventions)
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Source: UNCTAD calculations based on Global Trade Alert (2021).
Notes: To ensure comparability between years, only interventions documented in the database before the end of the same year are included.

UNCTAD work on trade in biodiversity-related products

Trade in agricultural or food products is only part of total trade on products based on biodiversity (biotrade). This
category comprises all products with a biological origin, including vegetable and animal species found on land,
water or air. Since 1996, UNCTAD’s BioTrade Initiative has fostered trade as an incentive for biodiversity
conservation and improved economic and social welfare, particularly in developing countries, through sustainable
trade activities. UNCTAD and BioTrade partners focus on enhancing biodiversity-based sectors, creating an
enabling policy environment and sustainable sourcing capacities for BioTrade companies, access and benefit-
sharing, and increased trade in value-added (UNCTAD, 2021g).

In response to the 2030 Agenda and the SDGs, as well as to reflect evolving legal and policy frameworks, and
building on partners’” decade-long experience, UNCTAD completed a new version of the BioTrade P&C in early
2020 (UNCTAD, 2007, 2020a). The P&C: is a set of guidelines for businesses, governments and civil society wishing
to support the conservation and sustainable use of biodiversity, as well as the fair and equitable sharing of benefits
through trade.¢ These are promoted under the Global BioTrade programme, launched by UNCTAD in 2018 with the
support of the Swiss State Secretariat for Economic Affairs SECO (UNCTAD, 2021h).

BioTrade is being implemented in over 80 countries worldwide in Sales by
sectors, such as, personal care, phytopharma, food. fashion, UNCTAD BiOTrade entities

handicrafts, textiles and natural fibres and sustainable tourism,

0
among others (UNCTAD, 2016). Sales by BioTrade companies and grew by nearly 75 /
initiatives reported in 2020 amounted to €9 billion, an increase of from 2019 to 2020
nearly 75 per cent from 2019 (UNCTAD, 2020b). New companies

implementing the P&C, particularly transnational companies,

contributed to this increase in sales despite the challenges linked to

the COVID-19 pandemic. The BioTrade Initiative directly supports SDGs 1, 2, 5, 8, 10, 12, 14, 15 and 17 and



additionally contributes to the post-2020 global biodiversity framework to be adopted during the 15th Conference
of the Parties to the Convention on Biological Diversity, scheduled for October 2021 (UNCTAD, 2021i).

BioTrade in practice: Supporting the SDGs in the Mekong region

For years, megadiverse countries in the Mekong region have been leaders in developing products and services
based on the sustainable use of biodiversity. The regional BioTrade project in Southeast Asia, implemented by
Helvetas Swiss Intercooperation, has been supporting companies in implementing the BioTrade P&C in Lao PDR,
Myanmar and Viet Nam since 2016 (Helvetas, 2021a).

BioTrade is contributing significantly to the 2030 Agenda by conserving biodiversity, generating livelihoods and
food security for rural populations and vulnerable groups, and helping developing countries increase their
exports. From January to August 2020, the total exports of BioTrade companies connected to the Regional Biotrade
Project reached US$14.7 million for biodiversity-related products. This value is higher than the total annual exports
of US$ 12.2 million in 2019. Similarly, 17,575 people (54 per cent of whom are women) in Viet Nam, Myanmar and

Lao PDR were employed or enjoyed increased incomes due to the Regional Biotrade Project (Helvetas, 2021b).

Providing the latest data on trade in biodiversity-related products

UNCTAD is also developing a statistical tool providing updated trade flows for biodiversity-based products and
will host information from BioTrade partners under a set of “I'rade and biodiversity profiles”. A pilot exercise was
conducted to identify trade flows of BioTrade priority species and products (grouped in over 140 HS Codes) from

2010 to 2018 in 14 BioTrade beneficiary countries in Africa, Latin America and Southeast Asia.

The results of this exercise for Myanmar, Lao PDR and Viet Nam show an increase in exports for the three
countries from US$1.6 billion in 2010 to US$5.2 billion in 2018. The top six biodiversity/BioTrade export products
were edible fruits, fish meat, non-alcoholic beverages, nuts and other seeds, food preparations, and cosmetics and
toilet preparations. As shown in figure 8, BioTrade has grown at a faster rate than overall exports in Myanmar. In

Viet Nam BioTrade and general exports have followed similar trends, and did so also in Lao PDR between 2011 and

2016.
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|/’ Figure 8. Trade value indices for trade in biodiversity-based products and total exports, Lao PDR,

Myanmar and Vietnam
(Index, 2010 =100)
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Source: UNCTAD calculations based on United Nations (2021b).

BioTrade products still have a small weight in the total exports for these countries, but this share has shown a
growing trend in Myanmar, and since 2011 in Lao PDR. For example, from 2010 to 2018, Myanmar registered a 262
per cent growth in the exports of the selected BioTrade products, three times faster than for overall exports. As a
result, the share of BioTrade in total exports in this country increased from 1.5 per cent in 2010 to 2.8 per cent in

2018 (with a maximum of 4.2 per cent in 2013) (see figure 9).

The increasing demand among consumers worldwide for natural and environmentally friendly products continues
to offer growing opportunities for BioTrade. The UNCTAD BioTrade initiative is continuously enhancing data
availability and more data will become publicly available in 2021 on UNCTADstat under the “Irade and

Biodiversity database” (UNCTAD, 2021b).

|M Figure 9. Share of BioTrade products in total trade, Myanmar

(Percentage)

2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: UNCTAD calculations based on United Nations (2021c).
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Notes

1. Basic food refers here to a category of food products that excludes beverages and tobacco, tropical beverages (such as
coffee and tea) and spices. When SITC codes are used, the included codes are 0 - Food and live animals, 22 - Oil seeds
and oleaginous fruits, 1 - Animal and vegetable oils, fats and waxes with the exclusion of 07 - Coffee, tea. cocoa. spices.
and manufactures thereof. When HS codes are used, basic food refers to chapter 1-24 excluding 05 - Products of animal
origin, not elsewhere specified or included, 06 - Live trees and other plants; bulbs, roots and the like; cut flowers and
ornamental foliage, 09 - Coffee, tea, mate and spices, 13 - Lac; gums, resins and other vegetable saps and extracts, 14 -
Vegetable plaiting materials; vegetable products not elsewhere specified or included, 22 - Beverages, spirits and vinegar,
and 24 - Tobacco and manufactured tobacco substitute.

2. SDG indicator 2.c.1.

3. The FAO collects and disseminates food commodity prices via the Food Price Monitoring and Analysis database (FAO,
2021). The prices tracked differs from economy to economy. In May 2020 there were annual indicators of food price
anomaly for five cereal products from 2015 and 2020 in the Global SDG Database (United Nations, 2021b).

4. A small portion of measures documented in the GTA database are evaluated as “potentially harmful”. These are
excluded from the present analysis.

5. It is important to note that the number of interventions does not necessarily represent the proportional impact of exports
affected by them.

6. The BioTrade P&C are also aligned to the objectives of multilateral environmental agreements, including the
Convention on Biological Diversity, the Convention on International Trade in Endangered Species and Wild Fauna and
Flora, the Ramsar Convention on Wetlands, and others.

References

= Baquedano G (2015). Developing an indicator of price anomalies as an early warning tool: A compound growth
approach. FAO. Available at http://www.[ao.org/giews/food-prices/research/detail /en/c/235685/ (accessed 10 June

2021).

= Bellmann C and Hepburn J (2017). The Decline of Commodity Prices and Global Agricultural Trade Negotiations: A
Game Changer? International Development Policy | Revue internationale de politique de développement [Online] 8.1.
Available at http://journals.openedition.org/poldev/23841 (accessed 18 June 2020).

= Bobenrieth E, Wright B and Zeng D (2013). Stocks-to-use ratios and prices as indicators of vulnerability to spikes in
global cereal markets. Agricultural Economics. 44(s1):43-52.

= Coke Hamilton P and Nkurunziza J (2020). COVID-19 and food security in vulnerable countries. Available at
https://unctad.org/en/pages/newsdetails.aspx?Original VersionID=2331 (accessed 10 June 2021).

= Doshi P (2011). The elusive definition of pandemic influenza. Bulletin of the World Health Organisation. WHO Bulletin.
89(7):532-538.

» Famine Early Warnings Systems Network (2021). FEWS NET. Available at https://fews.net/ (accessed 10 June 2021).

= FAO (2018). The State of Agricultural Commodity Markets 2018: Agricultural Trade, Climate Change and Food Security.
FAO. Rome.

= [FAO (2021). FPMA Tool: A web-based tool for analysis and dissemination of price data. Available at
http://www.fao.org/giews/food-prices/price-tool/en/ (accessed 10 June 2021).

= Food and Land Use Coalition (2019). Growing better: Ten critical transitions to transform food and land use. The Global
Consultation Report of the Food and Land Use Coalition. September. Available at
https://www.foodandlandusecoalition.org/global-report/ (accessed 13 June 2021).

= I'SIN and Global Network Against Food Crises (2021). Global Report on Food Crises 2021. Rome. Available at
https://www.[sinplatform.org/ (accessed 10 June 2021).

= Global Trade Alert (2021). GTA database. Available at htips://www.globaltradealert.org/ (accessed 8 June 2021).

= Helvetas (2021a). Vietnam, Laos, Myanmar: Ethical trade in botanicals. Available at
https://www.helvetas.org/en/switzerland /what-we-do/how-we-work/our-projects/asia/vietnam/vietnam-laos-
myanmar-regional-market (accessed 13 June 2021).

= Helvetas (2021b). Personal communication, July 2021.

SDG PULSE 2021 84


http://www.fao.org/giews/food-prices/research/detail/en/c/235685/
http://journals.openedition.org/poldev/2384
https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2331
https://fews.net/
http://www.fao.org/giews/food-prices/price-tool/en/
https://www.foodandlandusecoalition.org/global-report/
https://www.fsinplatform.org/
https://www.globaltradealert.org/
https://www.helvetas.org/en/switzerland/what-we-do/how-we-work/our-projects/asia/vietnam/vietnam-laos-myanmar-regional-market

International Food Policy Research Institute (2020a). COVID-19: Trade restrictions are worst possible response to
safeguard food security. Available at https://www.ifpri.org/blog/covid 19 trade restrictions are worst possible-
response-safeguard-food-security (accessed 10 June 2021).

International Food Policy Research Institute (2020b). Covid-19 food trade policy tracker. Available at
https://www.ifpri.org/project/covid-19-food-trade-policy-tracker (accessed 10 June 2021).

ITC (2021). COVID-19 temporary trade measures. Available at https://www.macmap.org/covidl9 (accessed 10 June
2021).

Kalkuhl M, von Braun J and Torero M (2016). Volatile and Extreme Food Prices, Food Security, and Policy: An Overview.
In: Kalkuhl M,, von Braun J, and Torero M, eds. Food Price Volatility and Its Implications for Food Security and Policy.
Springer International Publishing. Cham: 3-31.

OECD (2020). Agricultural Policy Monitoring and Evaluation 2020. OECD Publishing. Paris.

OECD (2021a). DAC glossary of key terms and concepts. Available at http://www.oecd.org/dac/dac-glossary.htm
(accessed 20 April 2021).

OECD (2021b). OECD Data: Agricultural support. Available at htips://data.oecd.org/agrpolicy /agricultural support.htm
(accessed 9 June 2021).

UNCTAD (2003). Course on Dispute Settlement - Module 3.9. WTO: SPS Measures. UNCTAD/EDM/Misc.232/Add.13.
Available at https://unctad.org/en/Pages/DITC/TNCD/Dispute-Settlement-in-International-Trade.aspx (accessed 29
June 2020).

UNCTAD (2007). UNCTAD BioTrade Initiative: BioTrade Principles and Criteria. UNCTAD/DITC/TED/2007/4. New
York and Geneva.

UNCTAD (2012). Don’t blame the physical markets: Financialization is the root cause of oil and commodity price
volatility. UNCTAD Policy Brief No. 25. UNCTAD/PRESS/PB/2012/1. Geneva. (accessed 10 June 2021).

UNCTAD (2016). 20 Years of BioTrade: Connecting People, the Planet and Markets. UNCTAD/DITC/TED/2016/4.

Geneva.

UNCTAD (2018). Indicators explained #1: Export Market Concentration Index. UNCTAD/STAT/IE/2018/1 June.
Available at https://unctadstat.unctad.org/EN/Indicatorskxplained.himl (accessed 18 June 2020).

UNCTAD (2020a). BioTrade Principles and Criteria for Terrestrial, Marine and Other Aquatic Biodiversity-Based
Products and Services. UNCTAD/DITC/TED/2020/2. Geneva.

UNCTAD (2020Db). Global BioTrade Programme: Annual progress report 2019-2020 (internal document).

UNCTAD (2021a). Towards a new trade agenda for the right to food. UNCTAD Policy Brief No. 83.
UNCTAD/PRESS/PB/2021/1. Geneva.

UNCTAD (2021b). UNCTADStat. Available at https://unctadstat.unctacd.org/EN/Index.himl (accessed 21 April 2021).

UNCTAD (2021c). UNCTADStat: Classifications. Available at https://unctadstat.unctad.org/EN/Classifications.html
(accessed 10 June 2021).

UNCTAD (2021d). Classification of Non-Tariff Measures. Available at https://unctad.org/en/Pages/DITC/ Trade-
Analysis/Non-Tariff-Measures/NTMs-Classification.aspx (accessed 15 May 2021).

UNCTAD (202le). NTMs and SDGs. Available at https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-
Measures/NTMs-and-SDGs.aspx (accessed 11 May 2021).

UNCTAD (2021f). TRAINS: The global database on Non-Tariff Measures. Available at hitps://trains.unctad.org
(accessed 4 May 2021).

UNCTAD (2021g). BioTrade. Available at https://unctad.org/en/Pages/DITC/Trade-and-Environment/BioTrade.aspx
(accessed 13 June 2021).

UNCTAD (2021h). Global BioTrade Facilitation Programme: Linking trade, biodiversity and sustainable development.
Available at https://unctad.org/en/Pages/DITC/Trade-and-Environment/BioTrade/BT-Initiative-Linking-
programme.aspx (accessed 13 June 2021).

UNCTAD (2021i). Post-2020 global biodiversity framework. Available at https://unctacd.org/en/Pages/DITC/ Trade
and-Environment/BioTrade/BT-Post2020.aspx (accessed 13 June 2021).

United Nations (2021a). SDG indicators: Metadata repository. Available at https://unstats.un.org/sdgs/metadata
(accessed 20 April 2021).

United Nations (2021b). Global SDG Indicators Database. Available at https://unstats.un.org/sdgs/indicators/database
(accessed 2 April 2021).

United Nations (2021¢). UN Comtrade Database. Available at hitps://comtrade.un.org/ (accessed 1 January 2021).

SDG PULSE 2021 85


https://www.ifpri.org/blog/covid-19-trade-restrictions-are-worst-possible-response-safeguard-food-security
https://www.ifpri.org/project/covid-19-food-trade-policy-tracker
https://www.macmap.org/covid19
http://www.oecd.org/dac/dac-glossary.htm
https://data.oecd.org/agrpolicy/agricultural-support.htm
https://unctad.org/en/Pages/DITC/TNCD/Dispute-Settlement-in-International-Trade.aspx
https://unctadstat.unctad.org/EN/IndicatorsExplained.html
https://unctadstat.unctad.org/EN/Index.html
https://unctadstat.unctad.org/EN/Classifications.html
https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-Measures/NTMs-Classification.aspx
https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-Measures/NTMs-and-SDGs.aspx
https://trains.unctad.org/
https://unctad.org/en/Pages/DITC/Trade-and-Environment/BioTrade.aspx
https://unctad.org/en/Pages/DITC/Trade-and-Environment/BioTrade/BT-Initiative-Linking-programme.aspx
https://unctad.org/en/Pages/DITC/Trade-and-Environment/BioTrade/BT-Post2020.aspx
https://unstats.un.org/sdgs/metadata/
https://unstats.un.org/sdgs/indicators/database/
https://comtrade.un.org/

United States Department of Agriculture (2021). Production, Supply and Distribution. Available at
https://apps.fas.usda.gov/psdonline/app/index.html#/app/home (accessed 26 May 2021).

WHO (2020). Q&A on coronaviruses (COVID-19). Available at htips://www.who.int/emergencies/diseases,/novel-
coronavirus-2019/question-and-answers-hub/q-a-detail /q-a-coronaviruses (accessed 11 May 2020).

WTO (2020). Export prohibitions and restrictions: Information note. April. Available at
https://www.wto.org/english/news_e/news20 _e/rese 23apr20_e.htm (accessed 10 June 2021).

WTO (2021a). The General Agreement on Tariffs and Trade (GATT 1947). Available at
https://www.wto.org/english/docs_e/legal e/gatt47 01 e.htm (accessed 18 April 2021).

WTO (2021b). Agreement on Agriculture. Available at https://www.wto.org/english/docs e/legal e/l11-ag 0l ehtm
(accessed 10 June 2021).

WTO (202l¢). Export subsidies and other export support measures. Available at
https://www.wto.org/english/tratop_e/agric_e/factsheetagricl7 e.htm (accessed 10 June 2021).

WTO (2021d). Nairobi Package. Available at

https://www.wto.org/english/thewto_e/minist_e/mel0_e/nairobipackage e.htm (accessed 10 June 2021).

SDG PULSE 2021 86


https://apps.fas.usda.gov/psdonline/app/index.html#/app/home
https://www.who.int/emergencies/diseases/novel-coronavirus-2019/question-and-answers-hub/q-a-detail/q-a-coronaviruses
https://www.wto.org/english/news_e/news20_e/rese_23apr20_e.htm
https://www.wto.org/english/docs_e/legal_e/gatt47_01_e.htm
https://www.wto.org/english/docs_e/legal_e/14-ag_01_e.htm
https://www.wto.org/english/tratop_e/agric_e/factsheetagric17_e.htm
https://www.wto.org/english/thewto_e/minist_e/mc10_e/nairobipackage_e.htm

IV. Policies to promote trade (International
cooperation and multilateral mechanisms)

SDG indicators

SDG target 8.a: Increase Aid for Trade support for developing countries, in particular least developed
countries, including through the Enhanced Integrated Framework for Trade-related Technical Assistance to
Least Developed Countries.

SDG indicator 8.a.1:

for Trade commitments and disbursements (Tier I)

What is Aid for Trade?

The Aid for Trade initiative was launched at the 2005 WTO Ministerial Conference in China, Hong Kong (SAR)
(WTO, 2015). It is aimed at helping developing countries, particularly LDCs, to build the supply-side capacity and
trade-related infrastructure that they need to assist them to implement and benefit from WTO agreements and,
more broadly, to engage in international trade. The assistance is targeted at enhancing national trade policy and

regulations, developing infrastructure and building productive capacity (UNCTAD, 2016, Target 8.a).

The 2019 joint OECD-WTO Aid for Trade monitoring and evaluation exercise highlighted the importance of
diversification, with a focus on promoting growth in the manufacturing sector for African countries. Export
diversification is an indispensable part of economic growth and structural transformation, and remains an
important development objective for many developing countries (OECD and WTO, 2019). Export demand for
manufactured products facilitates growth of the manufacturing sector, thus giving an impetus for structural
transformation (see Sustainable industrialization and technology). Industrialization is also paramount for LLDCs as
“a thriving labour-intensive manufacturing base is best at generating productive employment” (Bolesta and Tateno,

2019).

Academic research and donor evaluation programmes provide evidence of the positive impact of Aid for Trade
(OECD and WTO, 2019). Such evaluation can be limited by scarcity of useful data and methodological challenges
(Razzaque and te Velde, 2013). According to OECD and WTO (2013), for every dollar of Aid for Trade, on average
eight dollars in exports is generated; this reaches up to twenty dollars for the poorest countries. A recent study on
the effectiveness of Aid for Trade suggests that a one per cent increase in Aid for Trade for policies and
regulations (as a percentage of GDP) induces a 0.15 per cent decline in tariff volatility (Gnangnon, 2019). The latter

study supports the finding that Aid for Trade has a more positive impact on countries with higher economic and
political stability (OECD and WTO, 2013).
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Increase in Aid for Trade levelled off in the last few years

Aid for Trade commitments and Aid for Trade disbursements have In 201 9’

increased by 37 and 65 per cent, respectively, during the last ten Aid for Trade

years. In 2019, Aid for Trade commitments totalled US$52.9 billion disbursements totalled
and disbursements US$45.7 billion in constant 2019 prices. The US$45.7 billion
corresponding figures in 2009 were US$38.6 billion and US$27.7

)
billion. While there has been an overall positive trend in annual Aid - LDCS Sha re
for Trade commitments, their volatility has increased somewhat in LDCs ticked back
recent years, mitigating that growth. In 2014, 2016 and 2018, Aid for EI® up to 30% in 2019

Trade commitments declined by 2, 8 and 5 per cent from the previous year, respectively, while they grew in 2015
and 2017 by about 12 per cent. In 2019, they declined again by about 6 per cent, marking a relatively steady decline

in the last few years since 2017. Realised disbursements remained more stable (see figure 1).

|.||| Figure 1. Aid for Trade flows to developing economies
(Billions of USS in constant 2019 prices)
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Source: UNCTAD calculations based on data from OECD (2021b).

The disbursements to LDCs grew by almost 70 per cent in ten years from US$8.2 billion in 2009 to US$13.9 billion
in 2019 (OECD, 2021b), with growth somewhat slowing down in the last couple of years. LDCs’ share of Aid for
Trade peaked at just over 30 per cent of the total in 2009, after which it gradually declined to 25 per cent in 2016.
After that, in 2017, 2018 and 2019, this share ticked back up to 30 per cent (see figure 2).



||||| Figure 2. Aid for Trade disbursements by recipient
(Billions of USS in constant 2019 prices)
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Note: Country grouping refer to country classification as per OECD (2021c). LDCs group includes Vanuatu. Please refer to OECD (2021b).

Asia and Africa remain the primary recipients of Aid for Trade

Asia and Africa received most of the global Aid for Trade

{ disbursements in 2019, US$16.99 billion (37 per cent) and
ﬂ ol USS$18.0 billion (39.5 per cent), respectively. Figure 3 shows the

Africa receives - largest Aid for Trade recipient countries.
the IarQESt Share The top ten Aid for Trade recipients shared about 34 per cent of

Of gIObaI Ald for Tradeg total country-specific disbursements in 2019. They comprise six
US$1 7 bi"ion in 201 9 Asian (Bangladesh, India, Uzbekistan, Pakistan, Philippines and

Iraq) and four African countries (Kenya, Morocco, Egypt and
Mozambique). Of these countries, Bangladesh and Mozambique are LDCs. To put the 34 per cent in perspective, it
should be noted that the total population of these top ten recipients accounts for almost 34 per cent of the total

population of developing economies.



|M Figure 3. Top 10 recipients of total Aid for Trade disbursements, 2019
(Billions of USS in constant 2019 prices)
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Official Development Assistance targets trade more often

The share of Aid for Trade in ODA has increased from 224 per cent in 2009 to 27.9 per cent in 2019. The share
peaked in 2012 at 27.8 per cent but has plateaued since then, with 2019 again reaching that value (see figure 4). Aid
for Trade is particularly important for countries whose trade depends on a narrow export basket. For example, in
2018, LDCs depended, on average, on only few products, mainly commodity products which represent 57.6 per cent
of their exports. The share of primary commodities in total exports of LDCs decreased in 2019, down to 54.2 per
cent. This was mostly due to the lower value of exports of fuels, ores and metals and non-ferrous metals in all LDC
exports which decreased to 43.5 per cent in 2019, as compared to 50.3 per cent in 2018. The share of manufactured
products in LDC exports, on the contrary, increased from 34.9 per cent in 2018 to 36.6 per cent in 2019, mainly due
to a higher share of chemical products (1.8 per cent) and textiles (27.8 per cent) in LDC merchandise exports in
2019, as compared to the previous year (UNCTAD, 2021).
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|M Figure 4. Aid for Trade, share of net ODA disbursements
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Transport, energy and agriculture receive the majority of Aid for Trade

Aid for Trade provides support to economic infrastructure (55 per cent in 2019), productive capacity building (43
per cent) and trade policies (2 per cent). Economic infrastructure (transport, communication and energy) has
consistently received over 50 per cent of Aid for Trade since 2010 (see figure 5). From 2009 to 2019, the share
dedicated to transport and storage has remained rather constant at around 29 per cent of all Aid for Trade,

whereas the share targeting energy has increased from 18 to 25 per cent.

Aid for productive capacity targets economic activities that produce goods and services for trade. Agriculture,
forestry and fishing together account for almost half of the support for productive capacity, while aid targeting
banking and financial services constitute about 27 per cent. Aid for banking increased between 2009 and 2019
from US$3.9 billion to US$5.1 billion.
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||||| Figure 5. Distribution between sectors of total Aid for Trade disbursements
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Energy and transport overtake agriculture as a target of Aid for Trade in Africa

The sectors receiving Aid for Trade disbursements vary across
regions. About 43 per cent of the Aid for Trade disbursements to
Asia and Oceania go to transport, and together with energy these In 201 9’

account for over 69 per cent of Aid for Trade to this region. At energy SECtor

nearly 27 per cent, energy, overtook agriculture, forestry and rece“’ed 27%

fishing (25 per cent) as the largest recipient sector of Aid for Trade of the Aid for Trade

in Africa, with transport closely following at 20 per cent. In Europe, in Africa

on the other hand, banking and financial services receive the

second largest share of Aid for Trade disbursements (24 per cent) after transport (27 per cent), while in America

the largest sectors are energy (33 per cent) and transport (27 per cent).
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||||| Figure 6. Aid for trade disbursements by sector and recipient region, 2019
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The COVID-19 related disruptions to global value chains - a major risk to LDCs

As noted earlier, LDCs often rely on a small set of export goods and, depending on the product mix, risk losing a
significant portion of export revenues due to a sharp fall in demand caused by the COVID-19 pandemic and falls in
prices (for commodity exporters). Global markets are severely impacted by the pandemic, which significantly
increases the need for Aid for Trade to LDCs and other vulnerable countries. The disruptions to trade in LDCs
relate to shortages of raw materials from China and other large economies, for example in the garment industry,
and to widespread business closures in many countries affecting LDCs in sectors where they are involved as sub-
contractors. Many LDCs also depend on services, which contribute a large share to their export revenue, GDP and

employment, especially tourism and transport, which are badly hit by the pandemic.

By May 2021,

According to WTO (2021), as of end of May 2021, 7 export

restrictions and 64 quantitative restrictions as a result of the

2150re thr?{‘r- COVID-19 pandemic had been notified by more than 45 countries.
cou IeS Most of these focus on medical supplies (e.g. facemasks and
had above

shields), pharmaceuticals and medical equipment (e.g. ventilators),

70 export restrictions
in force as the result of the
CoVvID-19 pandemic Although it is too early to predict the impact of COVID-19 on Aid

but also additional products, such as foodstuffs and toilet paper.

for Trade flows, they will be critical for the most vulnerable

countries, such as LDCs and LLDCs, in helping a swift recovery from the economic impacts of the pandemic. There

could be a temporary decline in Aid for Trade due to resources being channelled toward COVID-19

response efforts in donor countries (figure 7). Since Aid for Trade, as part of ODA (see Official support for

sustainable development), is linked to the GNI of each donor country, a reduction in global economic activity

will generally mean decreased Aid for Trade flows unless special efforts are undertaken.
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||||| Figure 7. Possible impact of Covid-19 on 2021 ODA levels
(Billions of USS in constant 2019 prices)
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Several developed and some developing countries have announced ODA Ievels are

stimulus packages, such as additional funding to businesses or =
Preras . ne projected to fal
fiscal policy measures to support their economies, which may not be in 2021

0
support - including a recent Call to Action (IMF, 2020) to suspend up to 16%

debt payments for IDA countries. Analyses by the World Bank as compared to 2019 levels
warns that COVID-19 could push up to an additional 60 million asa resu“ Of the COVID-19

people into extreme poverty (the share of the world’s population living on less than US$1.90 per day) (CCSA, 2020).

feasible for LDCs. Global collaboration is needed to pool financial
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THEME 2

Productive
Growth

“Laxploration is the engine that drives innovation.
Innovation drives economic growth”™.

— Edith Widder



Productive growth

Sustained and inclusive economic growth is an essential requisite for poverty eradication and sustainable
development. Productive infrastructure, access to ICT and new technologies, and a stable macroeconomic
environment are some of the most important determinants of long-term growth. These are some of the topics
covered in this theme of SDG Pulse, along with the domestic and international mechanisms available to finance

these policies.

As shown in the statistics and insights presented in SDG Pulse, there are great opportunities to use infrastructure,
new technologies, sound economic policy and stable financing mechanisms as enablers of growth. However, these
same areas, when not properly managed, could also become obstacles for development. The SDG indicators allow

countries to monitor these areas and identify the most urgent priorities.

Available data on these SDG indicators show a mixed picture. On one hand. there has been significant progress in
developing economies in many areas, including access to ICT technologies among the population and a growing
weight as transport hubs for global trade. On the other hand, there are also important concerns in many countries
in terms of access to international sources of financing for development and their financial sustainability, for
instance external public and private debt. In terms of domestic resource mobilization, the topic of illicit financial
flows is increasingly considered as a significant threat to sustainable development, one requiring concerted

national and international efforts to contain it.
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The weight of international financing sources for 121 countries had signed a bilateral investment treaty with
developing economies has decreased since 2005, but it still an LDC in 2020.
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Donor countries continue to fall short on their ODA International maritime transport continues to increase in

commitments. line with trade volume growth.

SDG indicator 17.2.1 SDG indicator 9.1.2
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I. Robust and predictable sources of financing for
sustainable development

SDG indicators

SDG target 10.b: Encourage official development assistance and financial flows, including foreign direct
investment, to States where the need is greatest, in particular least developed countries, African countries,
small island developing States and landlocked developing countries, in accordance with their national plans
and programmes

SDG indicator 10.b.1: Total resource flows for development, by recipient and donor countries and type of flow

(e.g. official development assistance, foreign direct investment, and other flows) (Tier 1/11)

SDG target 17.3: Mobilize additional financial resources for developing countries from multiple sources.
SDG indicator 17.3.1: Foreign direct investment, official development assistance and South-South cooperation as

a proportion of gross national income! (Tier I)

Target 17.5: Adopt and implement investment promotion regimes for least developed countries.
Indicator 17.5.1: Number of countries that adopt and implement investment promotion regimes for least

developed countries (Tier 111)

Many countries lack the capacity to mobilise sufficient funds under the right conditions to support programmes
and implement reforms towards sustainable development. In addition, even at an aggregate level, there can be
considerable fluctuation in resource flows from one year to the next (United Nations, 2017). These economic flows
can also have a vastly different impact on short and long-term sustained development depending on their source,
type and volume. For this reason, financing strategies for the 2030 Agenda receive a prominent role in all

implementation strategies.

There are two crucial challenges when it comes to financing development programmes. First, there is a general
need for more resources to achieve the SDGs. Second, it is important to find the right mix and adequate terms of
financing in order to have a lasting effect and reach those individuals, households and communities with the most

urgent needs and where the highest impact can be achieved.

Different external financing sources are better for different aspects of
development

The outcome documents of the most recent United Nations International Conferences on Finance for Development
(Monterrey Consensus: United Nations, 2003, Addis Ababa Action Agenda: 2015) state that the primary
responsibility for financing development belongs to the countries themselves. Therefore, governments must
enhance their domestic resource mobilization so that financing needs are met in a predictable and sustained
manner. However, the international community also has an important role to play. Sources of external financing
include international trade, FDI and other private flows (from businesses and individuals), international financial
and technical cooperation, and external debt. These different forms of economic flows are, however, not assumed to

be equal in their effect on development.



International trade has expanded significantly in previous decades under the existing multilateral trading system,
while many new and longstanding challenges remain. These issues are covered in Multilateralism for Trade
& Development. International trade is an important engine for economic growth. With adequate support
and fostering mechanisms, trade can encourage long term investments and higher productivity, create jobs
and livelihoods for millions, and provide important resources to finance public services and policy
interventions. However, a high dependence on international markets could increase exposure to global
volatility and macroeconomic imbalances, as well as imperil vulnerable or immature domestic industries
to excessive competition. If not managed properly, trade can create imbalanced development opportunities
thus promoting inequality across population groups, as well as between women and men (see Luomaranta et al.
(2020) and The Many Faces of Inequality).

Public debt is another essential financing mechanism for development. As long as funds raised by external or
domestic borrowing support strategic productive investment, they can foster growth without threatening future
financial stability. It is, therefore, important for countries to reach long-term debt sustainability. This topic is

covered in depth in Developing countries' external debt sustainability.

FDI remains a vital source of financing for development. With

LDCs §) A 8 !
received ((@ inflows of US$790 billion in developing economies in 2019
. s : (UNCTAD, 2021a), I'DI was the largest source of external financin
just more than 1% v 0 ¢
i "K in these countries (UNCTAD, 2021b). Moreover, these flows are
of gIObaI FDI inflows directly linked to the main drivers of productive growth and
in 2019 employment creation: establishment of new businesses and

greenfield investments; expansion of operations; acquisition of
machinery and equipment; upgrade of technology, knowledge and innovation; and others. However, FDI inflows are
not distributed evenly among countries; instead, they are concentrated among countries with higher growth
prospects, stronger rule of law and respect for contracts, and stable institutions. This means that some countries
with urgent financing needs may be bypassed. FDI to LDCs represented only 1.3 per cent of global inflows in 2019,
for example (UNCTAD, 2021b). In addition, this source of external financing remains tied to macroeconomic
performance and the global economic climate. It is, therefore, typically a pro-cyclical flow that may be absent in
times when sustained financing is most needed. FDI flows will be severely impacted by the global pandemic, with
the expectation that 2020 levels will drop significantly lower than the trough attained during the 2008 financial
crisis. LDCs and developing countries figure to be especially hard hit with their reliance on export and commodity-

based investments, which have been hit especially hard during the pandemic.

Remittances lack the employment creation potential of FDI because they are managed directly by individuals and
are mostly directed towards household consumption. Their capacity to raise productive investment is, therefore,
limited. However, remittances are an indispensable source of income for many countries. In LDCs, for example,
they are the most important source of external financing, remaining substantially higher than FDI in 2019 (US$51
billion compared with US$20 billion) (UNCTAD, 2021b). Remittances are also a stable source of income for
families, contributing to housing, nutrition, health and education. Thus, they act as an important social safety net. In
addition, in countries with an active support policy, remittances have become a significant source of funds for

improving social and economic infrastructure.

Official international support plays a unique role when it comes to supporting global development, especially for
LDCs and other vulnerable economies. In addition to its concessional nature, official support is the only source of
financing available in many cases. Especially in situations of low rentability or high risk, official support can
become important for mobilizing additional resources. This source of funding is described in greater detail in

Official Support for Sustainable Development.
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In this context, it is also important to monitor South-South Cooperation. Links and connections between countries
of the Global South have expanded in volume and scope over the previous decades. This is explained to a certain
extent by the increasing political and economic weight of several emerging and developing economies across Asia,
Africa and Latin America. It is now recognized as an important source of finance for development. Its importance is
emphasized in the 2030 Agenda and the Addis Ababa Action Agenda. However, for a variety of reasons, including
the lack of a universally accepted definition and opacity regarding its scope and coverage, South-South
Cooperation has proven hard to quantify (Besharati and MacFeely, 2019). For this reason, at the 51 session of the
UN Statistical Commission in 2020, a special working group on the measurement of development support was
established to develop an indicator for SDG target 17.3 (United Nations Statistical Commission, 2020). This work

will include recommendations on how to measure South-South Cooperation.

Recent trends in external financing

Financing for development is a crucial element of the 2030 Agenda. SDG target 10.b seeks to “encourage
official development assistance and financial flows, including foreign direct investment, to States where the need is
greatest [...]” To this end, SDG indicator 10.b.I measures total resource flows for development. Figure 1 presents
recent trends in these flows for three groups of economies, LDCs, LLDCs and SIDS, that face heightened challenges

in achieving their development goals.

| /J' Figure 1. Total resource disbursements for development (SDG 10.b.1)
(Billions of current USS)
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Source: UNCTAD calculations based on data from OECD (2021a).

Even expressed in current prices, the trends in external financing have not been homogeneous through time or
across country groups. Resource flows to LDCs increased fourfold between 2000 and 2018. However, most of this
increase was registered before 2010. Since then, total external funding for LDCs has increased at a slower rate and
with some transitory reversals. Figure 1 shows a more disappointing evolution for LLDCs. The years from 2000 to
2007 showed sustained growth in funding, followed by several years of stagnation. An improvement during the

years 2012 to 2015 was followed by three straight years of decline, falling back to 20006 levels in 2018. Funding for
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SIDS has shown more modest volumes and greater volatility. After a peak of US$22 billion in 2007, external
financing has seen steep declines, practically drying out in 2018.

The use of this variable as a measure of external financing for development for SDG indicator 10.b.1 has received
some criticism. Some important sources of funds are missing. For example, remittances, an important flow in many
developing countries, is not included. Furthermore, only the 30 DAC countries and 17 non-DAC countries are
included. OECD (2019) acknowledge that the coverage of private sector flows from non-DAC donors should be
expanded. This is a particularly important omission at a time when South-South Cooperation is increasingly
important as a source of revenue and a driving force for collaboration among developing and transition economies.

Thus, the official data of this indicator are likely to under-estimate total financial flows for development.

SDG indicator 17.3.1 examines financial support for development from multiple sources, but as a proportion to GNI.
This transformation puts external financing in context with all sources of income in the national economy. Figure 2
shows the results for LDCs, LLDCs, and SIDS. The figure also includes remittances because, although not part of the

official SDG indicator, they are an important revenue source for many countries.

|M Figure 2. FDI, ODA and remittances
(Percentage of GNI)
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Source: UNCTAD calculations based on data from OECD (2021b) and World Bank (2021).

Between 2002 and 2019 Figure 2 shows the importance of external financing flows to LDCs,
FDI. ODA and remittances LLDCs and SIDS. The three sources combined on occasion amount
’

to 15 per cent or more of total GNI, though in recent years this share

% 13% of GaNclc'?(;lrn::.eL(:).g)Sr has been decreasing, driven mostly by slowdowns in FDI or ODA. In
=

on average, and
12% for SIDS

fact, although a sizable source of financial flows, FDI shows high
volatility, in addition to a downward trend since 2008 for LLDCs

and SIDS. Remittances for all three groups routinely account for

more than 4 per cent of GNI and they are significant both in terms
of high volume and low volatility. They have surpassed FDI for all three groups since 2013, apart from SIDS in 2014
and 2016. Remittances represent a more stable inflow than FDI, with a standard deviation almost 10 times lower

over the period covered in figure 2. The observed downward trends for FDI and ODA in these groups of economies
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indicate room for policies to attract investment and other sources of funds to the places where they are most

urgently needed.

There is a risk that the measures to contain the COVID-19 outbreak may put a brake on all the sources of financing
described above. The global economic recession of 2020 will entail less available official and private resources,
capital flight from developing economies and increased risk aversion, higher unemployment and lower wages, and
rising financing costs.2 A consequence of this may be reversals in hard earned progress towards development
goals. As described in each of the chapters cited above, it is crucial to implement measures aimed at sustaining the

financing sources of the most vulnerable economies.

National and international investment policies of home countries promote
investment in developing countries

SDG target 17.5 encourages countries to promote investment for LDCs. Developed economies have implemented
some policies and measures to encourage outward FDI, including investment in LDCs and other developing
countries. Emerging economies have also begun to do so. These policies include mainly investment guarantees
protecting outward investors against certain political risks in a host country, financial and fiscal support, mostly in
form of loans, or direct capital participation by a home state in an investment project abroad. The conclusion of
ITAs is yet another policy tool. Furthermore, governments of countries receiving investment have also put in place

investment policies and measures to attract inward FDI to their economies.

The intention of SDG indicator 17.5.1 is to measure the “number of countries that adopt and implement investment
promotion regimes for developing countries, including LDCs”. As a result of work done by UNCTAD, as the

custodian of this indicator, the definitions and measurement methodologies were agreed upon in late 2019 by the

TAEG-SDG (UNCTAD, 2021b).

Investment promotion instruments are generally available for outward investment in any foreign country or
economy. Promotion tools targeted specifically at supporting investment in LDCs could not be identified,

nevertheless a limited number of countries promote outward investment in selected developing or transition

economies.
Even if most home countries do not yet have in place investment
promotion regimes targeting specific groups of countries, such as * COVID-1 9

LDCs, progress on these in'dicators can be assessed by loolfing at put negotiations for
the number and amount of investment guarantees and financial and . # i t

fiscal support that home countries and international institutions investmen agreemen S
have provided to investors when investing in LDCs and other * toa halt

developing countries. In addition, one can count the number of
BITs concluded with LDCs, as this type of [[As are concluded bilaterally and can thus be allocated to LDCs.

In total, UNCTAD identified 22 countries that provide for at least one type of instrument for promoting outward
investment in other countries, including LDCs in 2020. The most common policy instruments are investment
guarantees or insurance policies (at least 16), but countries provide also loans for internationalization of local

companies (at least 13). Almost half of identified countries offers minority equity participation as well (at least 11).

The COVID-19 outbreak has also affected the number of [IAs concluded in 2020, leading to a low number of [TAs
with substantive investment protection standards. The conclusion of an IIA usually requires intensive negotiations
involving the travel of government officials, organization of domestic consultation meetings and preparatory steps

that vary from one country to another. While governments were able to shift some of these activities online, for
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example negotiations of the AfCFTA's Investment Protocol resumed in late 2020, treaty making activity in 2021 is
likely to continue to be somewhat suppressed.

Modernizing international investment agreements slowed down

UNCTAD works with members states to modernize IIAs using the Investment Policy Framework for Sustainable
Development first developed in 2012 and updated in 2015 (UNCTAD, 2015). Since then, over 150 countries have
formulated new sustainable, development oriented and equitable ITAs. These modernized ITAs emphasize

investment for sustainable development and focus on reforming investment policy.

Modernization of the stock of 2 500 old-generation I[As in force today is still outstanding. Most recently, UNCTAD
has launched the 1A Reform Accelerator (UNCTAD, 2020) to expedite this process. The Accelerator responds to
the need for change of substantive aspects of the ITA regime by focusing on a selection of reform-oriented
formulations for eight key IIA clauses (including fair and equitable treatment, and indirect expropriation
provisions). The ITA Reform Accelerator identifies ready-to-use model language, accompanied by recent 1A and

model BI'T examples.

This work is further supported by UNCTAD “Action Packages” for investment to mainstream SDGs into [PAs and
investment strategies (UNCTAD, 2018). Modern industrial policies often directly promote SDG-related industries,
such as clean energy, electric vehicles, ecotourism, health care and education, but the process of modernizing
industrial policies is slow. This progress has further slowed down, at least momentarily, due to the COVID-19

pandemic and the related slowdown in IIA negotiations.

In 2020, the number of effective treaty terminations exceeded the number of treaties concluded, with only 21 newly
signed ITAs compared with 42 ITAs terminated. More than half of the newly signed IIAs were concluded by the
United Kingdom as a consequence of leaving the European Union. Notable among the newly signed IIAs is the
Regional Comprehensive Economic Partnership (RCEP) which covers 15 signatories in the Asia-Pacific region,
including three LDCs. When reviewing investment promotion for LDCs, it is possible to analyse bilateral 11As,
namely BITs concluded with LDCs. According to UNCTAD (2021c¢), developed economies have 224 BITs in place
with LDCs and developing economies (other than LDCs) about 283 BITs. In addition, LDCs have some 28 BITs in
place with other LDCs (see figure 3).
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||||| Figure 3. Bilateral investment treaties with LDCs by development status of donor countries
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Source: UNCTAD (2021b).

Treaty making with LDCs peaked at the turn of the millennium but fell to a low point in 2019, when only three new
BITs were signed and none entered in force. Thereafter, the pace of treaty making with LDCs began to revive
slightly. The increase in developing countries’ BI'Ts after 2000 reflected a growing emphasis on investment in
development strategies related to South-South cooperation, as well as the emergence of some developing country
firms as global players (UNCTAD, 20006) (see figure 4). This pace, however, has slowed down since 2017.

||||| Figure 4. Number of BITs with LDCs signed and entered in force each year
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Source: UNCTAD (2021b).

Typically, LDCs’” BITs with other countries are still “old generation” treaties that are in need of modernization so

that they can help achieve more sustainability-oriented development outcomes. BITs and other 1IAs could be



reformed in five areas: (i) safeguarding the right to regulate, while providing protection; (ii) reforming investment
dispute settlement; (iii) promoting and facilitating investment; (iv) ensuring responsible and sustainable
investment; and (v) enhancing systemic consistency (UNCTAD, 2017). LDCs concluded 86 “new generation” BlTs
between 2010 and 2020, while 449 existing “old generation” BITs, dating from before 2010, have not yet been
reformed. Most of these old generation BI'Ts make little or no reference to sustainable development objectives or to
the right of LDCs to regulate investment in the public interest. UNCTAD’s Investment Policy Framework for
Sustainable Development (UNCTAD, 2015), its Reform Package for the International Investment Regime
(UNCTAD, 2018) and the newly released IIA Reform Accelerator (UNCTAD, 2020) can guide countries in

reforming these old-generation I1As.

Developed economies, including many EU member states, have the largest number of BITs with LDCs; for instance,
Germany has 33. The top ten economies, listed in table 1, are also well placed to contribute to the modernization of
investment agreements with LDCs to consider sustainable development and social responsibility. The LDCs with
the most BITs in place with other economies comprise Yemen, Ethiopia and Sudan (see table 1). Efforts to
modernize investment treaties would have a potentially large effect on these LDCs to promote investment for

development.

@ Table 1. Economies with the most BITs with LDCs, as of end-2020
Top 10 developed countries with most BITs Top 10 LDCs with BITs

with LDCs
LDC country Number of BITs
Developed country Number of BITs Yemen 36
Germany 3 Ethiopia 32
Switzerland 25 Sudan 30
France '8 Bangladesh 29
Belgium and Luxembourg 7 Senegal 28
United Kingdom 7 Mozambique 27
The Netherlands 16 Cambodia 26
Italy E Guinea 24
Portugal 7 Laos 23
Spain 7 Mali 22
Sweden v Mauritania 22

Source: UNCTAD (2021b).
Note: Belgium/Luxembourg are included as a group because they negotiate treaties together as an economic union (Ministry of Foreign and European
Affairs, Luxembourg, 2018).

Africa was the main recipient for development finance

OECD (2021¢) collects data on funds mobilized from the private sector by development finance interventions, such
as investment guarantees, syndicated loans, credit lines and direct investment in companies. According to
preliminary data by OECD, a total of US$260 billion was mobilized globally from 2012 to 2019, with a drop of 10
per cent in 2019 from the previous year. In 2019, over nine per cent of the amounts mobilized supported LDCs,
totalling US$4.4 billion. Support to LDCs increased by 14 per cent from 2018.



&
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= development finance
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In the period 2017-2018, development finance was divided evenly
across the five continents. Among LDCs, the top recipients were
Uganda, Myanmar, Benin, Mauritania and Bangladesh, receiving
half of the support to LDCs. The top sectors receiving development
finance in LDCs were energy (US$677 million), banking (US$503
million), industry and construction (US$303 million) as well as

communications (US$211 million).

Overall, investment guarantees were the instrument that mobilized
the most funds for LDCs, US$2.6 billion according to preliminary
figures for 2019, accounting for about 60 per cent of the total. Other
financing tools included direct investment, syndicated loans, credit
lines and co-financing. In 2017-2018, the largest bilateral providers
were France, the United States of America, the United Kingdom,

Finland and the Netherlands. The flows from Finland consisted of

"+ 2.LDCs received.%:""
US$2.6 billion in
investment guarantees

oy in2019 g

direct investment only; the Netherlands mainly offered syndicated loans; whereas the other three utilised more

often investment guarantees.

LDCs’ own measures help to attract investment

A complete direct measure of SDG indicator 17.5.1 is not yet available. Instead, in addition to the data presented

above, investment promotion regimes put in place by LDCs themselves, or other outward investment promotion

measures directed to LDCs, can be examined. LDCs’ own investment promotion regimes play an important role in

attracting DI (see figure 5).

|.||| Figure 5. Number of new national investment promotion and facilitation measures
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Between 2010 and 2020, at least 406 new investment promotion and facilitation measures were introduced around
the world, of which 57 by LDCs. These measures mainly include investment facilitation, investment incentives and
special economic zones. Investment incentives are the most common mechanism, accounting for almost half of all
new measures (49 per cent). Investment facilitation was more common in countries other than LDCs. Africa (28 per
cent) and Asia (37 per cent) accounted for the bulk of new promotion and facilitation measures introduced by all
countries between 2010 and 2020. Africa also accounted for 79 per cent of all promotion and facilitation measures

introduced by LDCs during this period, with Asia accounting for the rest.

Notes

L. Indicator 17.3.1 was changed from as a proportion of total domestic budget to as a proportion of GNI (United Nations,

2020a, 2020b).
2. For example, World Bank and KNOMAD (2020) expect a decline in global workers’ remittances of 20 per cent in 2020.
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Il. Official international assistance plays a key role in
financing for sustainable development

SDG indicators

SDG target 2.a: Increase investment, including through enhanced international cooperation, in rural
infrastructure, agricultural research and extension services, technology development and plant and livestock
gene banks in order to enhance agricultural productive capacity in developing countries, in particular least
developed countries

SDG indicator 2.a.2: Total official flows (official development assistance plus other official flows) to the

agriculture sector (Tier I)

SDG target 9.a: Facilitate sustainable and resilient infrastructure development in developing countries through
enhanced financial, technological and technical support to African countries, least developed countries,
landlocked developing countries and small island developing states

SDG indicator 9.a.1: Total official international support (official development assistance plus other official flows)

to infrastructure (Tier )

SDG target 17.2: Developed countries to implement fully their official development assistance commitments,
including the commitment by many developed countries to achieve the target of 0.7 per cent of gross national
income for official development assistance (ODA/GNI) to developing countries and 0.15 to 0.20 per cent of
ODA/GNI to least developed countries; ODA providers are encouraged to consider setting a target to provide
at least 0.20 per cent of ODA/GNI to least developed countries

SDG indicator 17.2.1: Net official development assistance, total and to LDCs, as a proportion of the OECD DAC
donors’ GNI

The Addis Ababa Action Agenda on Financing for DevelopmentN Net ODA to deve|0 in
(United Nations, 2015) clearly identifies ODA and OOFs as aN p g

i 0
relevant element in the financing of sustainable developmentN countries reaChIed 0'33A) of
programmes. As shown in Robust and predictable financingN donor countries' GNI in 2019,

sources, these flows are relatively small when compared toN

domestic public resources or private flows. However, they still playN

an essential role since they frequently function as “seed funds” orN
catalysers of additional resource mobilization in sectors or projectsN Iess than half

where other funding options are limited, or where investors are Of the 0_7% target

reluctant to participate. Furthermore, for some countries in vulnerable situations, official funds are frequently the

only source of financing available.

For this reason, the importance of official flows is often highlighted in the 2030 Agenda. In fact, they are referred to
in 11 targets, including sector-specific official support to agriculture!, health?, water and sanitation?, clean energy?,

biodiversity® and others.



Gaps in official support affect financing for development

It is important to highlight the commitment of developed economies under SDG target 17.2 to dedicate 0.7 per cent
of their GNI to ODA to developing countries, including 0.15 to 0.20 per cent exclusively to LDCs. As shown in figure
1, actual ODA funds made available for developing countries have yet to reach half of this commitment in any year,
while those made available to LDCs fare relatively better, although reaching their target range only once since

2002. The increasing cumulative shortfall could compromise the financing of the 2030 Agenda.

|M Figure 1. Net ODA to developing countries and LDCs (SDG 17.2.1)
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Source: UNCTAD calculations based on (OECD, 2021b).
Notes: Cumulative shortfall since 2002, the earliest availability of relevant data. Under SDG target 17.2, developed economies commit to dedicate 0.7 per
cent of their GNI for ODA to developing countries, including a range between 0.15 to 0.20 per cent specifically to LDCs.

While there exists much debate around the efficacy of ODA in general, studies have found positive relationships
with ODA in sectors such as agricultural productivity (Ssozi et al., 2019), water infrastructure (Botting et al., 2010)
and infrastructure construction projects (Lee and Jeon, 2018). These and other studies note, however, shortcomings

in how ODA is deployed and the difficulties in assessing its impacts.

Reflecting such assessments of the efficacy of official support, as well as changing priorities by both donors and
recipients, the sectoral allocation of official support has changed substantially in the last 15 years. Figure 2 shows a
shift in official support away from some social infrastructure sectors like education and civil society and into
economic infrastructure related to energy, transport, banking and financial services and other areas. In terms of

productive sectors, industry has been increasingly prioritised, while support to agriculture has declined.
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EEE Figure 2. Changes in the allocation of official international support by sector
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Source: UNCTAD calculations based on OECD (2020a).
Note: For a complete description of the sectors and their coverage, see OECD (2020b).

Official flows play an important role in supporting the response to the COVID-19 pandemic and its fallout on
sustainable development, as the OECD (2020) underline. This applies in particular to LDCs and other countries
with financing constraints. OECD also stresses the importance of safeguarding ODA budgets and ensuring the

continuation of official support during this health and economic crisis.

This chapter covers concessional resources to two areas: economic infrastructure and agriculture. Although the
role of this source of financing is essential everywhere, in these two areas they are directly linked with productive

growth and its contribution to sustainable development.

Official flows remain supportive of infrastructure projects

Investment in modern and efficient economic infrastructure (transport, information and communication
technologies, water supply, electrical power) is essential to achieving sustainable development objectives. Long
term strategies for economic growth, poverty reduction and environmental sustainability all have infrastructure
development as a common element. A 2015 report (Bhattacharya et al., 2015) estimates that the global economy
needs to invest between US$5 and 6 trillion (in constant 2010 prices) in economic infrastructure every year over the
period from 2015 to 2030. Additional funds equivalent to US$600 to 800 billion per year will be necessary to make
this investment sustainable. Developing countries will account for about two thirds of the investments required to
accommodate higher growth and structural change. These figures do not take into account soft infrastructure,

which also plays an important role in economic development, including, for example, national data infrastructure

(UNCTAD, 2016).
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Woetzel et al. (2017) estimate the sectoral breakdown of global infrastructure needs with a 2030 horizon as 38 per cent for

transport, 30 per cent for power, 17 per cent for telecommunications, and 15 per cent for water. Given these needs and the

current and expected investment trends, the largest infrastructure investment gaps will be concentrated in the generation and

distribution of electricity, followed by transport infrastructure.% In addition, significant additional resources are needed

across all sectors for climate change mitigation and adaptation (UNCTAD, 2019).

Even if most of the funds for infrastructure investment will come from the public sector and private actors,

including through public-private partnerships and other forms of blended finance, ODA will also play a significant

role, particularly for LDCs and countries in vulnerable situations. For this reason, SDG indicator 9.a.l monitors

“total official international support (official development assistance plus other official flows) to infrastructure”.”

Iigure 3 shows the evolution of total official flows and those
directed to economic infrastructure. While the global financial
crisis of 2007/2008 had a profound impact on overall concessional
financing flows, those targeting infrastructure projects were
sustained. This has led to an increase in the average annual share of
infrastructure in total flows, from 14 per cent before the crisis
(2002-2008) to 23 per cent after (2009-2019). From 2016, after a
marked increase in 2015, official support flows increased only
modestly each year. ODA and OOFs in support of infrastructure
reached US$65 billion in 2019, their highest level ever, accounting
for 24 per cent of total flows.

In 2019, 24% of all

official international support
was directed

to infrastructure in
economic sectors

||||| Figure 3. Official International support, total and to infrastructure (SDG 9.a.1)
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Source: UNCTAD calculations based on (OECD, 2021b).

Note: Official international support to infrastructure includes sector codes in the 200 series of the DAC classification (see note 7).

Of this amount, the majority was assigned to energy and transportation projects (see figure 4). Communications

received a relatively low share, but this can be attributed to the large participation of the private sector as a source

of financing in this area.



G Figure 4. Distribution of official international support to infrastructure, 2019
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Energy 34%

Source: UNCTAD calculations based on (OECD, 2021b).

Transport 38%

Notes: Official international support to infrastructure includes sector codes in the 200 series of the DAC classification (see note 7).

An important source of funding for infrastructure in LDCs, LLDCs and SIDS

- . Official flows
to infrastructure

more than 1%
of their GDP in 2019

In 2019, just 13 countries received half of all official international
support to infrastructure. The largest recipients were India (12.8
per cent of the total), Egypt (5.4 per cent), Bangladesh (4.6 per
cent), China (4.3 per cent) and Indonesia (3.5 per cent). However,
these are also among the largest developing economies and official
support represents only a small share of their total sources of

domestic and external financing.

for LDCs totaled

For other countries, official international support has a higher weight relative to the size of their economies. In

some cases, because of special needs in terms of economic infrastructure or lack of access to other sources of

development financing, official support is fundamental. Figure 5 shows the international support to infrastructure

relative to GDP by groups of economies. LDCs, LLDCs and SIDS receive a higher share of funds from ODA

compared to other developing or transition economies.
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|/’ Figure 5. International official support to infrastructure by group of economies
(Percentage of GDP)

0.8
0.6
0.4

0.2

_—

0.0
2002 2004 2006 2008 2010 2012 2014 2016 2018

— Developing economies = LDCs = LLDCs - SIDS

Source: UNCTAD calculations based on (OECD, 2021b) and (UNCTAD, 2021).
Notes: Official international support to infrastructure includes sector codes in the 200 series of the DAC classification (see note 7).

The need for infrastructure development, particularly transport, is of central importance for economic
development in LLDCs due to their isolation from international markets. However, there is an important investment
gap in this area (UN-OHRLLS, 2018). This points to the importance of all sources of funding for infrastructure
projects. LLDCs were recipients of US$8.3 billion of development assistance to economic infrastructure in 2019,

equivalent to one per cent of GDP. This continues an increasing trend in terms of volumes and share of GDP since

2015.

Due to their structural characteristics, such as small population size, geographic remoteness, economic reliance on
trade and tourism, as well as high vulnerability to natural disasters and climate change, SIDS have significant
infrastructure requirements, both in terms of building new facilities and maintaining and adapting existing ones
(OECD, 2018). As seen in figure 5, the importance of official international support to economic infrastructure in
these economies has grown in recent years, increasing from about 0.2 per cent of GDP in 2006 to 0.9 per cent in
2019.

Despite the growing infrastructure challenges, long-term investment in infrastructure for sustainable development
in developing countries remains insufficient. Stronger consideration should be given to the positive impact of
infrastructure, as developing countries will require large-scale investment to build high quality, resilient and
inclusive infrastructure (United Nations, 2018). Official international support will remain a key component in the

financing of the infrastructure investments required to achieve the SDGs.

Agriculture no longer a priority for ODA, even when challenges keep mounting

The agricultural sector employs a considerable share of the labour force and plays an essential role for food
security and rural development. Agricultural products are traded internationally and constitute an important
source of revenue for many countries. However, even if agriculture remains a crucial economic sector in many

developing economies, agricultural productivity remained stagnant during the 1960s to 1980s and has only
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increased gradually since then. This could be attributed to several factors, including unsupportive policies and

insufficient resources to develop this sector (Mattoo et al., 2020).

In addition to the urgent need for increases in productivity, agriculture must also embrace sustainable practices
and adapt to climate change. On one hand, the sector contributes to greenhouse gas emissions, natural habitat loss
and unsustainable use of water resources, among others (see Make or Break for Green Economy), and reducing its
environmental impact would require important investments. On the other hand, agriculture is strongly affected by
climate change and extreme climatological or meteorological events. Significant resources are needed for
adaptation and mitigation. In many countries, official flows in the form of ODA and OOFs play a key role in
financing agricultural development. In this sense, SDG indicator 2.a.2 measures “total official flows (official

development assistance plus other official flows) to the agriculture sector”.8

The agriCUIturaI Sector__ During the 1970s and 1980s, agriculture was a major recipient of
receives only 3 6% l E l international assistance, accounting for 15 to 20 per cent of total

. . ODA (Cabral and Howell, 2012). However, the relative importance
Of gIObaI official of agriculture as a beneficiary of ODA has declined since then.
international support

priorities, pressure from environmental groups and insufficient evidence of its contribution to increasing

productivity (Mattoo et al., 2020).%

Several factors are behind this shift, including changing donor

As shown in figure 6, while ODA to agriculture has increased in absolute terms every year since 2012, its share of
total concessional resources has remained stable, at a low level. Indeed, since 2005 the four-per-cent mark has not
been exceeded. Flows in 2019 were higher than in 2018, reaching US$9.9 billion, equivalent to 3.6 per cent of total
official international support.

||||| Figure 6. Total official international support to agriculture (SDG 2.a.2)
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Source: UNCTAD calculations based on (OECD, 2021b).
Notes: Official international support to infrastructure includes sector codes in the 311 series of the DAC classification (see note 8).

Even if ODA to agriculture has remained stagnant relative to other sectors (see figure 2), it still represents an
important source of funding for many developing economies. Map | shows the weight of these flows relative to the

value added of the primary sector19 It can be seen that several economies in Central and West Africa, Central Asia



and the Caucasus still rely on ODA as an important source of financing for the development of their agricultural

sector.

The agricultural sector is facing mounting environmental challenges, including changing climatological patterns,
water shortages, treatment-resistant plagues and increased incidence of natural disasters. These factors, combined
with an increasing food demand caused by population growth and changing consumption preferences, could
translate into important threats for food security in many parts of the world. The COVID-19 pandemic may have
exacerbated these risks by restricting the mobility of people and products and disrupting trade and global value
chains. This could lead to lower yields, scarcity of specific food commodities and food price increases (I'AO, 2020).
Given the importance of agriculture for people’s life and livelihoods, this productive sector could well regain its

priority in official support programs for sustainable development.

@ Map 1. Official international support to agriculture as a percentage of primary sector GDP, 2019
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Source: UNCTAD calculations based on (OECD, 2021b) and (UNCTAD, 2021).
Notes: Official international support to infrastructure includes sector codes in the 311 series of the DAC classification (see Note 8). Countries in gray:
developed economies or countries not included in the CRS database.

Are official international flows to the agricultural sector effective? A recent study on the effectiveness of
agricultural ODA in Sub-Saharan Africa found that development assistance is positively related to agricultural
productivity, in general terms. However, the specific effects vary according to the destination of the funds and the
characteristics of the recipient economies. For example, it has been argued that ODA creates a substitution effect
towards agricultural production activities related to the industrial or other export sectors, and away from food
crop production. Furthermore, institutional factors such as government effectiveness, property rights and business
freedom have been found to strengthen the positive impact of international support on agricultural productivity
(Ssozi et al., 2019). For policymakers in both donor and recipient economies, it is important to consider the
appropriate mix of funds and ensure supporting institutional reform in order to maximize the positive impact of

ODA in agriculture.

Notes

L. SDG indicator 2.a.2: Total official flows (official development assistance plus other official flows) to the agriculture sector.
2. SDG indicator 3.b.2: Total net official development assistance to medical research and basic health sectors.

3. SDG indicator 6.a.1: Amount of water- and sanitation-related official development assistance that is part of a government-
coordinated spending plan.

4. SDG indicator 7.a.l: International financial flows to developing countries in support of clean energy
research and development and renewable energy production, including in hybrid systems.
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5. SDG indicator 15.a.1: Official development assistance and public expenditure on conservation and sustainable use of
biodiversity and ecosystems.

6. For more information on investment needs specific to transport infrastructure, see chapter Mitigating risks to build
transport infrastructure.

7. Note that the definition of infrastructure for the purpose of this indicator could vary from other classifications.
According to the DAC classification, official flows to infrastructure can be divided into social and economic sectors. The
former includes education, health, population policies, water supply and sanitation, and government and civil society; the
latter comprises transportation and storage, communications, energy. banking and financial services, and business
services (OECD, 2021¢). As specified in its official metadata, funding from all official international donors directed to
infrastructure in economic sectors in developing countries is considered for SDG indicator 9.a.1 (United Nations, 2021).

8. According to the official metadata, this indicator measures funding from all official international donors to the
agricultural sector in developing countries (United Nations, 2021). This corresponds to sector code 311 of the DAC
classification, including sub-sectors such as agricultural development, agricultural policy, agricultural water and land
resources, food crop production, livestock, industrial /exports crops, rural co-operatives, agricultural inputs, and
agrarian reforms, among others (OECD, 2021¢).

9. In order to reflect current practices in terms of ODA to the primary sector, a broader definition could also include other
relevant sectors, such as rural livelihoods, rural development and food security, and take into account multi-sector
ODA-financed projects (Cabral and Howell, 2012). However, even with this definition, ODA directed to agricultural
projectsNstill shows a decline in relative terms, although at a slower rate.

10. The primary sector is broader than agriculture (it also includes hunting, forestry and fishing). It is used in map 1 as a
denominator since data on value added for agriculture is not available for all countries.
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lll. Sustainable and resilient transport amidst rising
uncertainty, disruptions and climate risks

SDG indicators

SDG target 9.1: Develop quality, reliable, sustainable and resilient infrastructure, including regional and transborder
infrastructure, to support economic development and human well-being, with a focus on affordable and equitable access
for all

SDG indicator 9.1.2: Passenger and freight volumes, by mode of transport (Tier 1)

Infrastructure, including transport infrastructure, directly and indirectly influences the attainment of all the SDGs,
including 92 per cent of the 169 individual targets (Thacker et al., 2018). With transport infrastructure being the
lifeline linking global economies and societies, the sustainability and resilience of transport are critical for a

sustainable development path.

Transport enables trade, supports global supply chains, propels growth and promotes social progress. While the
continuity of freight movements and trade flows requires the use of multimodal transport networks including rail,
road and inland waterways, maritime transport remains the backbone of globalization, handling over an estimated
80 per cent of global trade by volume and more than 70 per cent of its value (UNCTAD, 2020a). Apart from
supporting globalized and production networks, maritime transport is an economic sector in its own right that
generates economic and social gains (Rodrigue, 2020; Ministry of Transport, New Zealand Government, 2016;
UNECE, 2015).

Increased transport activity exerts pressure on the sector’s sustainability and heightens its exposure to global risks
and disruptive shocks that dislocate transport networks and supply chains, including pandemics such as the
COVID-19 and, the six-day blockage of the Suez Canal in March 2021 after the grounding of the 20 000 TEU
container ship, the ‘Ever Given’. Other major risks include inward-looking trade policies, geopolitical threats,

unsustainable energy use, environmental degradation and climate change (UNCTAD, 2021a).

The COVID-19 disruption underscored the importance of transport, in particular maritime transport infrastructure
as an essential sector for the continued delivery of critical supplies and global trade in time of crises, during the
recovery stage and when resuming normality. The sector is now facing not only immediate concerns resulting from
the pandemic but also longer-term wide-ranging considerations. These include shifts in supply chain design and
globalization patterns, new consumption and spending habits, a growing focus on risk assessment, adaptation,
resilience-building, and digital transformation, as well as a heightened global sustainability and low-carbon

agenda (UNCTAD, 2020Db).

Given the strategic role of the sector as a catalyst for growth and development, a full consideration of these
challenges and risks is required to devise policies that promote sustainable and inclusive long-term growth
(UNCTAD, 2018d). While access to affordable, reliable and cost-effective transport systems remains a challenge for
many developing countries, especially for LLDCs and SIDS, mainstreaming sustainability and resilience, in
particular climate criteria, into transport designs, development plans and management, is an imperative (UNCTAD,
2014a). In the wake of COVID-19, integrating criteria such as risks assessment and management, event and risk
forecasting and business continuity plans has also become critical. As part of UN action in response to the COVID

19 pandemic, UNCTAD and the United Nations Regional Commissions are currently implementing a joint technical



assistance project on “Iransport and trade connectivity in the age of pandemics: Contactless, seamless and
collaborative UN solutions” (UNCTAD, 2021b). Relevant outputs include, among others, advice and guidance on
some of the complex commercial law issues that arise in the context of the pandemic and its aftermath for
contracting parties to commercial contracts throughout the supply chain (UNCTAD, 2021¢, 2021d). It also includes
global and regional impact assessment reports and webinars disseminating information about the impact of
COVID-19 on the maritime supply chain, response measures introduced to mitigate these impacts, and good

practices in future proofing the maritime supply chain (UNCTAD, 202le).

Bearing in mind the important role of transport for international trade and development, and its exposure to global
risks, SDG target 9.1 seeks to improve infrastructure that supports economic activity and human well-being while
promoting sustainability. Specific to transport infrastructure, SDG indicator 9.1.2 measures progress towards
sustainable and resilient transportation and measures trends in “passenger and freight transport.” Freight
transportation is of direct relevance to UNCTAD’s mandate on transport and trade logistics. This chapter highlights
trends in critical maritime transport infrastructure and services that underpin trade, supply chain linkages and

economic integration.

Maritime transport amidst heightened uncertainty and challenges ahead

Maritime transport remains the backbone of globalized trade and

Total maritime freight
.. volume reached a

historic high
(NI in 2019;

W 11 vittion tons
ARV

registered in 2018. In 2019, dry bulk commodities, such as coal and iron ore, together with containerised trade,

manufacturing supply chains as it is estimated that more than four
fifths of world merchandise trade volumes are carried by sea
(UNCTAD, 202la). However, according to UNCTAD (2020a),
growth in international maritime trade further weakened in 2019,
owing to the lingering trade tensions and heightened uncertainty.
Volumes reached 11.08 billion tons in 2019, reflecting a marginal

increase of 0.5 per cent, after an annual growth of 2.8 per cent

continued to account for the largest share of total maritime trade. As shown in figure 1, this reflects the ongoing

structural shift in maritime trade observed since 1980.

In 2020, maritime trade patterns were significantly impacted by the pandemic. Global port calls by all ship types
fell by about 10 per cent compared with the previous year. The impact across maritime sectors was uneven.
Container vessel port calls showed more resilience than port calls on average, with a drop of only 3.2 per cent
(figure 2). UNCTAD expects maritime trade volumes to fall by 4.1 per cent in 2020, before recovering in 2021
(UNCTAD. 2020a).
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||||| Figure 1. Volume of international maritime trade by cargo type
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Source: UNCTAD (2020a).
Note: Calculations based on AlS weekly data on ship arrivals in ports provided by MarineTraffic.

||||| Figure 2. Vessel port calls, change from 2019 to 2020
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Source: UNCTADStat (UNCTAD, 2021a).

Note: Calculations based on weekly AIS data provided by MarineTraffic. Aggregated figures are derived from the combination of AlS data and port
mapping intelligence by MarineTraffic, covering ships of 5 000 GT and above. Only arrivals have been taken into account to measure the number of port
calls.

In 2019, global containerised trade expanded at a slower rate than in the previous year, rising by 1.1 per cent, down
from 3.8 per cent in 2018, and bringing the total to 152 million TEUs. Much of the growth was driven by activity on

non mainland East-West, South-South and intraregional trade routes, involving mainly trade among developing
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countries. The prominence of Asia as the world’s ‘factory’ continued boosting intra-Asian container trade, with a

growing contribution from South-East Asia.

As shown in figure 3, developing economies account for most of global maritime trade flows, both in terms of
goods loaded and goods unloaded. These economies loaded 58 per cent and unloaded 65 per cent of the total in

2019.

||||| Figure 3. Participation of developing countries in global maritime trade
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Source: UNCTADStat (UNCTAD, 2021a).

Since 2000, the contribution of developing countries to maritime trade has shifted, reflecting their growing role as
major exporters of raw materials, as well as large exporters and importers of finished and semi-finished goods.
Participation in containerised trade, however, has been concentrated in Asia, notably in China and neighbouring
countries. Capitalizing on the fragmentation of globalized production processes, Asia has become a maritime hub
that concentrates over 50 per cent of global maritime freight. Other developing regions do not contribute equally,

reflecting their varying degrees of integration into global value chains and manufacturing networks.

The leading influence of Asia in maritime transport is also reflected ASia
and
received

o
global goods were loaded and 19 per cent of global goods unloaded 62 A)
at European ports. The other regions were responsible for smaller of world maritime cargo

shares of worldwide maritime cargo flows.

in figure 4. In 2019, this region shipped 41 per cent and received 62 shipped
per cent of world maritime cargo. Corresponding figures for the 41 ‘y
Americas were 22 and 13 per cent, respectively, while 16 per cent of o
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00 Figure 4. International maritime trade by region, 2019
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Source: UNCTADStat (UNCTAD, 2021a).

Logistical bottlenecks and insufficient infrastructure investment
undermine maritime transport. They raise costs, extend delays,
reduce access, constrain connectivity, and hinder effective
participation in supply chains and transport networks. Beyond
ports, road and rail networks are necessary for door-to-door
transport of goods and to connect countries, especially LLDCs,
overland. Infrastructural gaps and bottlenecks affecting inland

networks can render transportation costly for these countries.

International freight costs

in LDCs almost double
than developed
economies

| |
| W

Figure 5 shows that exports from LLDCs are inflicted with transport costs amounting to 15 cents per US dollar of the

exported goods’ value, a rate one half higher than for exports from other developing economies. Transporting

goods from SIDS to their destination countries is almost equally expensive, estimated to cost on average 14 cents

per US dollar. LDCs, by contrast, do not show significantly higher unit transport costs for their exports than

developing and developed countries.
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||||| Figure 5. Estimates of transport and insurance costs of international trade, 2016

(Percentage value of exports)

20
15
10
5
0

World Developing regions Developed regions LDCs (Least developed LLDCs (Landlocked SIDS (Small island

(M49) (M49) countries) developing countries) developing States)

(analytical)

Source: Global Transport Costs Dataset of International Trade (UNCTAD, 2021f).
Note: FOB. Transport cost estimates measure the costs of transport from border to border, including insurance. Country coverage will be improved
gradually and more recent data on transport costs will be made available in the database.

As trade volumes expand, the importance of port efficiency also increases

Ports are important and strategic nodes in the transport networks. Port performance indicators, such as port

connectivity and waiting time at port, are useful measures of trade efficiency and competitiveness. Every hour of

ship-time saved in a port saves money on port infrastructure investments, capital expenditure on ships and

inventory holding costs. Port performance varies across ship segments and sizes, with vessels calling at ports in

developing countries and LDCs recording relatively higher turnaround times. (UNCTAD, 2020a).

. S|gn|f|cant In ports rece.ivin'g the highest number of vessel calls, the.s median
: \ turnaround time is seldom more than one hour. In ports with fewer
p‘osltlve corrEIatlon : calls, this time can often reach two to four hours. The causality goes
% betv‘!e?n AT D both ways: shorter turnaround time means that the same number of
pOI’t effICIel‘lcy S .. berths can accommodate a larger number of port calls. At the same

: .' and connectiVity .' e time, ports in countries with larger trade volumes and vessel port

calls will generate higher income levels, thereby enabling more

investment in efficient port operations. Reflecting the region’s significant contribution to containerised trade, ports

in Asia receive a large number of port calls (see map 1).

Productivity levels and efficient cargo handling operations explain some of the observed differences in port calls

and connectivity across regions. There are, however, other factors at play such as geography. This is exemplified by

ports in countries such as Egypt, Morocco, South Africa and Djibouti that are located on major East-West trade

lanes).



@ Map 1. Container ship port calls and time in port, 2020

(Number of arrivals and median number of days in port)

’ Number of

arrivals

Median time in port
(number of days)
. 2.5 and more
W 2toless than 2.5
I 1.5t0less than 2
I Ttolessthan 1.5
0.6 to less than 1
Less than 0.6
No data

Disclaimer

Source: UNCTADStat (UNCTAD, 2021a).

Note: Ships of 1000 gross tons and above. For port arrivals, data refer to 2019 for Anguilla, Bermuda, Hungary, Montserrat, Slovakia and Tuvalu. For time
spent in port, data refer to 2019 for Anguilla, Bermuda, Montserrat and Tuvalu. These figures are based on AlS data. The variable “median time in port”
provide an estimation of overall time in port; however, it should not be considered as a precise measurement of efficiency in port since it does not
distinguish between waiting time, berth time, and working and idle time.

Investing in transport efficiency, sustainability and resilience

The COVID-19 disruption and the pressing need for sustainability require scaling up investment in smart, green
and resilient transport infrastructure and services. As infrastructure is set to play a key role in the global economic
recovery, there is, therefore, an opportunity to advance objectives such as efficiency and resilience-building.
Investing in risk assessment and preparedness will be crucial in a post COVID-19 world. Such measures include
control towers and tools to effectively predict and analyse transport system disruptions and business continuity
plans for different stages of a crisis. In the face of disruptions, it is also important to collect and share information
on potential concentration and bottlenecks and accelerate greater uptake of technology as a proven mitigating
tool. All in all, lessons learned from the pandemic should serve as guidance for informing preparedness and

future proofing of maritime transport.

Available estimates specific to the transport sector also reveal high investment needs over the coming decades.!
Around US$95 trillion of investments, or US$6.3 trillion per year, not considering climate change concerns, are
estimated to be required over the period from 2016 to 2030 in infrastructure (energy, transport, water and
telecommunications). Transport accounts for 43 per cent, or US$41 trillion, of the required investments, with much

of the needs concentrated in developing regions (OECD, 2017).

Investing in resilient and sustainable transport infrastructure generates important co-benefits. For example,
decarbonizing and climate proofing transport infrastructure against increased risks such as climate-related shocks
and natural disasters are found to be both sound and profitable. In addition to ensuring more reliable
infrastructure with reduced impact on environment and climate, these investments generate financial gains. For
example, net benefits of investing in climate resilient infrastructure in developing countries could amount to
US$4.2 trillion over the lifetime of new infrastructure, meaning US$4 benefit for each dollar invested in resilience
(World Bank, 2020a). In this context, and bearing in mind the prevailing sustainable transport infrastructure
investment gap, it is crucial that traditional public funding be supplemented by additional and innovative sources

of financing to scale up investment levels.

SDG PULSE 2021 127


https://sdgpulse.unctad.org/introduction/#Disclaimer

Alleviating the persistent transport infrastructure gap and ensuring proper service delivery require further
mobilization of domestic resources, and taping into other financing sources and arrangements, including
blended finance, FDI, green and climate finance, as well as private sector participation in the form of public-private
partnerships, among others. However, in many countries, investing in transport infrastructure competes for public
funds with other high-priority areas, while opportunities and capabilities for domestic resource mobilization and

international borrowing are often constrained and limited.

Transport-sector investment in infrastructure commitments with private participation totalled US$47.8 billion
across 123 projects in 2019, 11 per cent less than 2018 levels, but consistent with the five-year average. In 2020, a
total of 122 projects were recorded, the second highest number seen over the past decade. China received the
largest transport-sector investment commitments (US$28.4 billion), followed by India (US$6.7 billion) and the
Russian Federation (US$3.4 billion). Road investments made up the lion’s share, accounting for 59 per cent of the
sector’s investments (US$28.4 billion across 90 projects). The remaining 33 transport projects included seven
airport projects (US$3.9 billion), nine railroad investments (US$10.6 billion) and 17 port projects worth US$4.9
billion. (World Bank, 2020b.)

Adapting transport infrastructure in times of climate change

UNCTAD has worked on the implications of climate change for maritime transportation since 2008, with an
increasing focus on climate change adaptation and resilience building for seaports and other key coastal transport
infrastructure (UNCTAD, 2021g). These are strategic nodes in the network of closely interconnected global supply
chains. In keeping up with the global momentum of the 2030 Agenda for Sustainable Development, the Paris
Agreement on Climate Change and the 2019 Climate Action Summit convened by the Secretary-General of the
United Nations, UNCTAD is intensifying its efforts to promote sustainable and climate-resilient freight transport

infrastructure and services.?

Transport infrastructure is affected directly and indirectly by climate change, with far reaching consequences for
international trade and the development prospects of the most vulnerable nations.? Seaports are key nodes in the
network of global supply chains and critical for access to global markets. With global mean sea level continuously
rising (WMO, 2021), climate resilience and adaptation for critical coastal transport infrastructure, such as ports, is a
matter of strategic socio-economic importance (UNCTAD, 2020¢, 2020d). This is the case for all countries, but
particularly for SIDS, which depend on their coastal transport infrastructure as lifelines for external trade, food

and energy security, and tourism, as well as in the context of disaster risk reduction (UNCTAD, 2019h, 2020e).

Climate related extreme events and disasters can result in significant damage, disruption and delay, giving rise to
extensive economic costs (WMO, 2021; UNCTAD, 2020¢). In light of recent climate projections and the urgency to
act (IPCC, 2018, 2019), they are considered the top global economic risks, with implications for additional

infrastructure investment needs and climate adaptation (World Economic Forum, 2021).

Transport infrastructu re Figure 6 illustrates the share of disasters over the past 20 years that
disproportionally have had an impact on infrastructure. The figure suggests that

affected by
natural
disasters

transport is the sector that is most vulnerable to disasters. On
average, transport facilities have an 18 to 26 per cent probability to
be impacted by geophysical, hydrological and meteorological
events. Some of these events are expected to increase in frequency
and intensity as a result of climate change, with severe
[ e consequences for infrastructure. Indeed, a recent study estimated

that global damages due to sea-level rise and related extreme events might amount to US$10.8 trillion per year,
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about 1.8 per cent of global GDP, for a scenario of 1.5°C warming by 2100. For a scenario of 2°C or more, the costs
could reach considerably higher levels (Jevrejeva et al., 2018). Despite a brief dip in carbon dioxide emissions
caused by the COVID-19 pandemic, the world is still heading for a temperature rise in excess of 3°C this century -
far beyond the Paris Agreement goals of limiting global warming to well below 2°C and pursuing 1.5°C (UNEP,

2020) (see Green economy). Therefore, accelerated action both on mitigation and adaptation will be key.

|.||| Figure 6. Share of disasters that had an impact on infrastructure, by sector, 2000-2019
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Source: UNCTAD calculations based on data from UNDRR (2020).

Notes: The share shown in this chart is calculated as the number of disasters that damaged infrastructure, divided by the total number of disasters. It is
calculated for each infrastructure sector and type of disasters. The category “other” includes multi-hazard events. The source database provides an
inventory of disasters and their effects for 155 economies during the period 2000-2019; however, given data gaps and coverage issues, it should be
considered as indicative only. For more information on the database, including the classification of disasters, see UNDRR (2020).

Adaptation and resilience measures are not only essential to reducing the negative impacts of climate change on
critical transport infrastructure; they are also key to achieving progress on several SDG targets. In view of the long
service life of transport infrastructure and the potentially major consequences of inaction, effective adaptation and
resilience requires an early re-thinking of established approaches and practices (UNCTAD, 2011b, 2019¢, 2019b,
2020c¢, 2020d). However, a recent UNCTAD port-industry survey on climate change impacts and adaptation for
ports shows important gaps in data on resilience and preparedness among seaports worldwide (UNCTAD, 2017).
Relevant data are urgently needed for effective climate risk assessment and adaptation planning of coastal
transport infrastructure, especially for ports in developing countries (UNCTAD, 2011a, 2011b, 2019¢, 2019b, 2020c,
2020e). As noted in UNCTAD (2020¢, 2020e), legal and regulatory approaches as well as policies and plans are key
in facilitating effective risk and vulnerability assessments and providing a supportive framework for adaptation
action. Guidance, standards, best practices, methodologies (UNCTAD, 2018a; PIANC, 2020) and other tools in
support of adaptation (UNCTAD, 2020¢, 2021h) are urgently required, especially for the most vulnerable countries.

Climate change adaptation is a particularly urgent imperative for SIDS (IPCC, 2019; Climate Ambition Support
Alliance, 2020). These countries are often particularly exposed and vulnerable to the impacts of climate change
while, at the same time, they are highly dependent on coastal transport infrastructure for external trade, food,
energy and tourism. SIDS therefore suffer from a “double exposure” to external economic and environmental

shocks (UNCTAD, 202li). Climate-related extreme events, which are expected to increase in frequency and
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severity, may cause major disruptions to the connectivity of SIDS to international markets with broad ramifications

for sectors such as tourism (UNCTAD, 2014b; [PCC, 2018; UNCTAD, 2019d, 2020¢).

UNCTAD has recently conducted vulnerability assessments for eight seaports and coastal airports in two SIDS in
the Caribbean: Saint Lucia and Jamaica (UNCTAD, 2018b, 2018¢), as part of a technical assistance project on
climate change adaptation for coastal transport infrastructure in SIDS (UNCTAD, 2021h). The results of the
assessment, which focused on operational disruptions and marine inundation risk under different climate
scenarios, suggest severe climate change impacts on coastal transport infrastructure and operations from as early
as the 2030s unless further climate change adaptation is undertaken (Monioudi et al., 2018; IPCC, 2018, 2019).
Because of SIDS” heavy reliance on maritime and air transport infrastructure, climate-change driven impacts on
transport assets (or transportation demand) have significant impacts on livelihoods, economic, social, and
environmental assets, and adversely affect the overall sustainable development prospects of these countries
(UNCTAD, 2019b, 2020¢, 2020e).

Priority actions to strengthen adaptation and resilience building include inspection and maintenance, monitoring
systems and effective data management, as well as risk assessments, contingency plans and warning systems. In
addition, flexible and adaptive infrastructure, systems and operations, and engineered redundancy to improve
resilience are needed (PIANC, 2019, 2020). With regard to climate change adaptation and resilience-building for
seaports, the latest UNFCCC Global Climate Action “Transport’ pathway action table includes a distinct impact area
for adaptation with a focus on resilient transport systems, infrastructure and vehicles, setting out milestones
towards 2050 (for 2020, 2030 and 2040) (UNFCCC, 2020a). Inter alia, these milestones, which have also been
integrated into the cross-sectoral ‘Resilience and Adaptation' pathway action table (UNFCCC, 2020b), envisage
that, by 2030, policymakers must “ensure policies, governance, legal and institutional frameworks are in place to
support the climate-resilience of all critical (transport, energy and other) infrastructure to (at least) 2050”; and, by
2040, “ensure the climate-resilience of all critical transport, energy and other infrastructure to at least 2100.” A

major acceleration of efforts will be required to put relevant measures in place to reach these targets.

Without timely planning and implementation of appropriate adaptation measures, the projected impacts on critical
transport infrastructure may have broad economic and trade-related repercussions, and could severely
compromise the sustainable development prospects of the most vulnerable nations (UNECE, 2020; Pacific
Community, 2019; UNCTAD, 2020c¢, 2020d). However, important knowledge gaps remain concerning
vulnerabilities and the specific nature and extent of the exposure that individual coastal transport facilities may be

facing.

The potentially severe economic impacts of the global COVID-19 public health crisis might challenge the
adaptation efforts of the transport sector in the short term - through a shift in budget allocations resulting in a
decrease of infrastructure financing, for example. However, this pandemic underlines the critical importance of
preparedness, risk assessment and resiliency building. Lessons learnt could provide renewed impetus to climate
risk and vulnerability assessments of critical transport infrastructure and foster long-term planning essential to
enhancing resiliency. Changing circumstances arising from the impacts of the pandemic, e.g., the need for health
and safety measures at ports of entry; changes to tourism markets; greater reliance on local and national resources
and supplies, will need to be taken into account in any strategy for infrastructure adaptation and resilience
building. Addressing the impacts of climate change remains a major challenge, in particular for the most

vulnerable groups of countries, such as SIDS which depend on their critical coastal transport infrastructure but
face a high and growing risk of coastal flooding (Monioudi et al., 2018; [PCC, 2018, 2019).

While central to development, transport can also have detrimental effects on the environment through air
pollution, GHG emissions, soil contamination, waste, noise, threats to land and water ecosystems and biodiversity,

and others. Each mode of transport may entail a different combination of negative impacts on the environment
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(UNECE, 2015). While maritime transport is the most COy-efficient mode of freight transport, the large volumes
handled by this sector and its projected expansion in the coming decades make climate change efforts of the sector

a priority. For instance, according to different scenarios, CO2 emissions from maritime transport are expected to
increase by 50 to 250 per cent until 2050 (IMO, 2015, 2020; OECD, 2010).

The sector is making progress towards achieving the levels of ambition set out in the initial IMO strategy on
reduction of GHG emissions from ships, including on ship energy efficiency, alternative fuels and the development
of national action plans, to address GHG emissions from international shipping (UNCTAD, 2020a). However much
more remains to be done. From the perspective of developing countries including SIDS, it is important that their
legitimate interests be taken into account in the quest to reduce emissions from international shipping. UNCTAD is
collaborating with IMO by providing an expert view about the potential impact of the proposed short-term IMO
measures on GHG emission reduction across three 2030 scenarios. UNCTAD assessed the impact of the proposed

measure on countries’ trade, transport costs (UNCTAD, 2021f), connectivity and economic growth, in particular the

economies of SIDS and LDCs (IMO, 2021).

Promoting sustainable transport involves balancing the economic, social and environmental dimensions of the
sector. More specifically, it involves ensuring that transport infrastructure, services and operations be safe, socially
acceptable, universally accessible, reliable, affordable, fuel-efficient, environmentally friendly, low-carbon and
climate-resilient (OECD, 2011; UNCTAD, 2018d, 2020a, 2020f, 2020e; UNECE, 2015)." Given the potential for a
broad range of climate-change induced impacts and the multi-dimensional nature of the sector, collaboration and
participation of all relevant stakeholders, including public and private actors and academia, will be crucial to drive
more systemic approaches to resiliency building (UNCTAD, 2019d, 2019a, 2020e).

Notes

1. For example, OECD (2012) forecasts global investment needs for airports, ports, rails and energy transportation of
US$585 billion per year from 2015 to 2030. PwC and Oxford Economics (2015) estimate that investment requirements in
transport infrastructure will increase from US$557 billion in 2014 to US$900 billion in 2025 globally. Finally, Woetzel et
al. (2016) project cumulative investment needs in the sector over the period from 2016 to 2030 to amount to US$18.7
trillion.

2. For additional information, see UNCTAD (2020¢), UNCTAD (2021g), UNCTAD (2020f) and UNCTAD (2021j).

3. For some recent studies on these topics, see Asariotis and Benamara (2012); Becker et al. (2013); UNCTAD (2017),
UNCTAD (2020¢) and UNCTAD (2021g) and UNECE (2013) and UNECE (2020).

4. For more information on UNCTAD's current work on sustainable and climate resilient freight transport, see UNCTAD
(2021g) and UNCTAD (2021k).
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IV. Digitalization offers great potential for development,
but also risks

SDG indicators

SDG target 9.c: Significantly increase access to information and communications technology and strive to
provide universal and affordable access to the Internet in LDCs by 2020

SDG indicator 9.c.l: Proportion of population covered by a mobile network, by technology (Tier 1)

SDG target 17.6: Enhance North-South, South-South and triangular regional and international cooperation on
and access to science, technology and innovation and enhance knowledge-sharing on mutually agreed terms,
including through improved coordination among existing mechanisms, in particular at the United Nations
level, and through a global technology facilitation mechanism

SDG indicator 17.0.1: Fixed Internet broadband subscriptions per 100 inhabitants, by speed (Tier I)

SDG target 17.8: Fully operationalize the technology bank and science, technology and innovation capacity-
building mechanism for LDCs by 2017 and enhance the use of enabling technology, in particular information
and communications technology

SDG indicator 17.8.1: Proportion of individuals using the Internet (Tier I)

Information and communications technologies (ICTs) have led to important economic changes over recent
decades, transforming value chains and the production and trade of goods and services. ICTs have become an
increasingly important tool for development, providing access to information for science, technology and
innovation, fostering and enhancing regional and international cooperation and knowledge-sharing. While this has
led to substantial improvements in productivity, it has also created new barriers to entry. Only those individuals
with the requisite skills and those firms with access to the right tools can reap benefits from the digital revolution.
Moreover, the [CT sector is characterized by constant and rapid changes. It has the potential to bring large benefits
in terms of productivity and economic development, but it can also by disrupting the status quo lead to inequality

and exclusion.

While the COVID-19 pandemic has had a sweeping impact on economic activity, it has also resulted in an
exceptional surge in the use of various digital solutions. Workers around the world have shifted to telework and
online conferencing, while many students have had to follow their classes remotely, supported by a variety of
digital technologies. Use of e-commerce, digital entertainment (streaming, e-media and web-based news services)
and social media accelerated in 2020 (UNCTAD, 2021b). In addition to enabling continued business in many areas,
digital solutions have also helped social and cultural activities to continue during the pandemic, thus contributing

to maintaining a better quality of life while in isolation.

While this will likely have lasting effects on the adoption of ICTs in many areas, even beyond the crisis, there are
also growing concerns about the unequal access to these digital goods and services, both between and within
countries. Before the COVID-19 outbreak, there were already persistent differences in access between men and
women, urban and rural sectors, low- and high-skilled workers, large and small firms, public and private schools,
and others. The measures taken by the governments to contain the pandemic have the potential to increase these

existing inequalities (UNCTAD, 2021b). In addition, privacy and data protection concerns have multiplied. In order



to meet the SDG targets of universal access to ICTs, efforts to The COVID-'lg Outbreak

bridge existing and emerging digital divides should be reinforced could exacerbate

in order to allow more countries and all sectors of the population to

take advantage of digital technologies.

inequality of
access to ICT

) ) goods and services J
Access to ICTs continues to improve ‘

While SDG 9 encourages innovation and infrastructural improvements, including through ICT, it also recognises

the risk that many people and businesses could be left behind. To address this, SDG target 9.c calls for increased

access to [CT, striving to achieve universality and affordability. To this end, SDG indicator 9.c.l proposes to

measure the proportion of the population covered by a mobile network, broken down by technology.

Fast mobile network
coverage:is virtually
universal in )
Eastern Asia (( ‘))

Figure 1 illustrates how mobile networks now cover most of the
population in all regions of the world. Except for Sub-Saharan
Africa, the share of the population lacking mobile telephony
coverage does not exceed six per cent in any region. For many
people in developing countries, mobile phones are often the only
way of accessing the Internet and they have allowed the poorest to
become connected. Increasingly, they are being directly used for

economic purposes, supporting entrepreneurship, empowerment

and financial inclusion. For example, the number of registered mobile money accounts worldwide surpassed one

billion in 2019, about 45 per cent of them in Sub-Saharan Africa. Daily transaction by mobile money were worth

almost US$2 billion in 2019 (GSMA, 2020).

Faster and more reliable Internet and mobile services are important for access to more sophisticated digital

content that can add more value for business. Except for Sub-Saharan Africa, 4G or newer wireless systems are

now prevalent in all regions.
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EEE Figure 1. Distribution of population by mobile network coverage, by technology, 2019 (SDG 9.c.1)
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Notes: Geographic regions follow UNSD (2020). Missing values estimated by logistic regression models by mobile technology.
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graph below. per person

in developing countries

because of technological or affordability constraints. A more

complete picture can be obtained by the number of subscribers to

Mobile cellular networks have expanded rapidly in recent years

and this has helped to overcome the infrastructure barriers to fixed telephony (United Nations, 2015). Figure 2
shows that, in contrast to the global decline in the number of fixed telephone subscriptions, mobile telephony is
booming, especially in developing countries, where the number of subscriptions per 100 inhabitants increased
from 23 in 2005 to 103 in 2019. In the LDCs, the increase was particularly fast, from 5 in 2005 to 75 in 2019.



|M Figure 2. ICT access indicators
(Subscriptions per 100 inhabitants)
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Source: ITU (2020a).
Notes: Developing and developed regions follow UNSD (2020). Figures for 2019 are estimates.

High-speed Internet access plays an important enabling role in the digital economy. The rapid development of
broadband networks is widely considered essential if developing countries are to leverage the benefits available
through ICT and avoid the widening of the digital gaps (UNCTAD, 2015). Therefore, the number of individuals and
businesses using broadband technology is a good indicator of the extent to which the private sector is leveraging
the Internet. As shown in figure 2, while the number of broadband subscriptions per capita has increased globally,
developing countries are lagging behind in the adoption of this technology. Mobile connections are the prevailing

way to access broadband technology in both developing and developed economies.

Furthermore, these global averages hide large variations across regions. Figure 3 presents the number of fixed
broadband subscriptions relative to the population disaggregated by speed, as specified in SDG indicator 17.6.1.
While broadband, in general, is widespread in Northern America, Europe, Oceania and Eastern Asia, other regions
have much lower subscription rates. For example, Southern Asian countries had, on average, only 2.1 subscriptions

per 100 inhabitants in 2019, and Sub-Saharan African countries only 0.8.
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||||| Figure 3. Fixed broadband subscriptions by speed, 2019 (SDG 17.6.1)
(Subscriptions per 100 inhabitants)

Northern America | ENEEEEEES )
Europe | NN
Eastern Asia | NN
Oceania |
western Asia [ NG
Latin America and the Caribbean | NN I N
Central Asia [ NN N
South-eastern Asia [ ENEGNGNGG
Northern Africa | E NI
Southern Asia Il
Sub-Saharan Africa [l

0 5 10 15 20 25 30 35 40

@ 10Mbit/s or more @ 2 to 10 Mbit/s 0.256 to 2 Mbit/s

Source: UNCTAD calculations based on ITU (2020a).
Notes: Geographic regions follow UNSD (2020). Some missing values estimated by regression models by speed and region.

There is also some variability in terms of speed, influencing the quality and functionality. While in some regions
most broadband connections provide high-speed access, in others the problem of limited fixed broadband
subscriptions is compounded by lower broadband speeds, which constrain the potential benefits of ICT use. This is

the case, for instance, in Northern Africa or Central Asia.

Price of an annual It is useful to examine the cost of broadband in different country
subscrlptlon in LDCS groups as a possible determinant of the extent of its uptake.
= Although the monthly subscription charge for fixed broadband has

ﬁ Q fallen considerably all over the world, it remains high in many

developing countries, including LDCs. Indeed, the median annual

Fixed broadband Mobile cost of a fixed broadband subscription (5GB basket or equivalent)
20.1% 0fGN| 6.1% of GN' in developed countries during 2020 was equivalent to only 1.2 per
per capita per capita cent of per capita GNI, while it reached 20.1 per cent of GNI per

capita in LDCs. The yearly median cost of mobile broadband subscriptions (L5GB basket or equivalent) reached 0.6
and 6.1 per cent of GNI per capita in developed countries and LDCs, respectively.! A high-speed internet

connection, therefore, remains a luxury good for most people in LDCs.

More people are using Internet, but access is unequal

UNCTAD has long drawn attention to the importance of the digital divide in broadband capacity and quality,
noting that it creates new divisions in terms of the extent to which individuals, businesses, economies and societies
are able to take advantage of new ICT innovations and applications (UNCTAD, 2013). As mentioned above, the
COVID-19 pandemic could exacerbate this digital divide (UNCTAD, 2021b). Ideally, there should be universal
coverage of high-speed broadband, with regular upgrading of infrastructure and reduced regulatory barriers to
service providers. In addition, the international regulatory environment for ICT infrastructure and related services
should be open, competitive and transparent (UNCTAD, 2016).



As a way to monitor the use of ICT, SDG indicator 17.8.1 measures the proportion of individuals that use the
Internet, rather than just have access to it. ITU estimates that 87 per cent of the population in developed economies
were using the Internet in 2019, compared to 44 per cent in developing economies and 19 per cent in LDCs (I'TU,
2020b). Although Internet use in LDCs is growing rapidly (from 1.4 per cent of the population in 2005), the
percentage is still low compared to other developing regions.? In addition, important disparities still exist between
different population groups. For example, the percentage of women using Internet is lower than that of men,
especially in less advanced economies. Additionally, a large gap is still observed between individuals living in

urban and rural areas?

ICT is now an essential element of business

Disparities also exist between countries in the proportion of businesses that use the Internet. Official data on ICT
use in business is limited, particularly in LDCs. But available figures show that most firms in developed economies
use the Internet, while this proportion varies considerably for developing countries. Within countries, there is a
persistent gap in Internet use between small and large enterprises, and between enterprises in rural and urban

locations.t

Internet use by employees has been positively correlated with productivity (World Bank, 2016). It is also a
condition for e-commerce, which could contribute to poverty reduction, innovation and financial inclusion. It also
facilitates the participation in global value chains and, in this way, promotes exports (UNCTAD, 2017a). Businesses
that fail to develop digital tools for reaching out to customers may be at a higher risk, as it became evident during

the COVID-19 pandemic.

E-commerce sales (B2C and B2B) were estimated to be worth E-commerce sales in 2019
US$26.7 trillion in 2019 (UNCTAD, 2020e), about 30 per cent of were equivalent to

global GDP. This amount has increased continuously in recent ’ ' l ‘ ‘

30% of

years, and it was four per cent higher than in 2018. An indication of

the rapid expansion of e-commerce is the number of online

global GDP

shoppers in the world, which rose from less than 600 million in
2010 to about 1.48 billion in 2019. However, the distribution is
highly unequal, with China accounting for 42 per cent of the total
and LDCs responsible for only a small share of Internet shoppers (UNCTAD, 2020e).

The COVID-19 crisis has resulted in spikes in B2C and B2B online sales, as business and consumer replaced their
traditional channels for retail and wholesale trade with e-commerce alternatives. In addition, many traditional
businesses rapidly deployed an e-commerce presence to continue their business during the containment measures.
Data for countries accounting for 65 per cent of global B2C e-commerce suggest that online retail sales as a share
of total retail sales jumped by 3 percentage points in 2020 (from 16 per cent to 19 per cent) compared to a two
percentage point rise between 2018 and 2019 (UNCTAD, 2021b). However, e-commerce has also faced restrictions
and delays imposed by limited capacity of traditional distribution networks, as well as by disrupted trade channels,

supply chain bottlenecks and regulations affecting logistics services (UNCTAD, 2021b).

In order to help countries gain insight into their preparedness for e-commerce, UNCTAD has developed the B2C e-
commerce index. This index evaluates the prerequisites for the development of e-commerce, such as payment
methods, cyber security, postal reliability, and Internet use amongst the population.> Map 1 displays the 2020
values of the B2C e-commerce index. Most developed economies, but also some developing countries such as the
United Arab Emirates and Malaysia, have developed all the fundamentals of e-commerce and, therefore, receive a

high score in this indicator. Most LDCs are toward the bottom of the ranking: Out of the 20 economies with the
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lowest value in the 2020 index, 18 are LLDCs, with Congo and Syrian Arab Republic being the only non-LDCs in this
group. This suggests that LDCs are still not fully prepared for the adoption of e commerce and similar

development opportunities stemming from [CT.

@ Map 1. UNCTAD B2C e-commerce index, 2020

B2C
e-commerce
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Disclaimer

Sources: UNCTAD (2020a).

UNCTAD takes an active role in promoting ICT as a tool for development

The rapid changes taking place as a result of e-commerce and other ICT developments require new approaches to
accelerate readiness to adapt to and maximize opportunities from these changes. UNCTAD is implementing several
initiatives to respond to this need. An example is the “eTrade for all” program (UNCTAD, 2020b), a global
partnership comprising around 30 organizations that work together to support an enabling environment for
sustainable development through e-commerce. At the heart of this initiative is an online knowledge-sharing
platform that allows countries to navigate the supply of technical and financial assistance from partnering
institutions in key policy areas, such as ICT infrastructure and services, payments, trade logistics, regulatory

frameworks, skills development and finance.

UNCTAD has undertaken 25 Rapid eTrade Readiness Assessments of LDCs in the past few years.® These
assessments analyze what needs to be addressed in various policy areas in order to increase the capacity of
countries to participate effectively in e-commerce. For most LDCs, these assessments can help to overcome a
significant market failure: the fact that LDCs have lacked the information and awareness to formulate effectively
their needs for development assistance in the area of e-commerce, and that donors as a result have witnessed
limited demand for such assistance. UNCTAD also works with a number of developing countries to develop e-

commerce strategies and policies, such as for Egypt (UNCTAD, 2017b), Botswana, Myanmar, Oman and Rwanda.

In addition to the B2C e-commerce index, UNCTAD has launched several initiatives to improve the measurement of
ICT-related contributions to the economy and trade. UNCTAD has responded to the need to boost work in this area
by establishing the Intergovernmental Group of Experts on E-commerce and the Digital Economy, which on its
third session (2019) created the Working Group on Measuring E-commerce and the Digital Economy.7 UNCTAD is
also an active and founding member of the Partnership on Measuring ICT for Development.8 Capacity building

efforts to strengthen the capacity of developing countries to measure e-commerce and the digital economy are

supported by UNCTAD (see UNCTAD, 202lc).
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Notes

1. UNCTAD calculations based on data from I'TU (2020a).
2. UNCTAD estimates based on data from I'TU (2020a).

3. UNCTAD calculations based on data from I'TU (2020a). Note, however, that country-level statistics on Internet use by
population group are incomplete, so the evidence presented is only indicative.

4. For additional details, see figures on the information economy available in UNCTAD (202la).

5. This index ranges from zero to 100, with higher values indicating higher readiness for B2C e-commerce. For more
details on the methodology of the UNCTAD B2C e-commerce index, see UNCTAD (2020a). The most recent figures,
corresponding to 2019, are available in UNCTAD (2020a).

6. For a list of recent assessments, see UNCTAD (2020c¢).

7. For more information on the intergovernmental group of experts and the working group, see UNCTAD (2020d) and

UNCTAD (2019), respectively.

8. This is an initiative launched in 2004 to improve the availability and quality of ICT-related statistics. It is currently
composed of 14 regional and international organizations. Its steering committee is made up of I'TU, UNCTAD and
UNESCO Institute for Statistics. For more information, see I'TU (2020c¢).
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V. Developing country external debt: From growing
sustainability concerns to potential crisis in the time of COVID-
19

SDG indicators

SDG target 17.4: Assist developing countries in attaining long-term debt sustainability through coordinated
policies aimed at fostering debt financing, debt relief and debt restructuring, as appropriate, and address the
external debt of highly indebted poor countries to reduce debt distress.

SDG indicator 17.4.1: Debt service as a proportion of exports of goods and services (Tier I)

Debt is a key component of long-term financing for sustainable development and structural transformation. The
most important criterion for the long-term sustainability of debt obligations is that borrowing serves the purpose of
increasing productive investment significantly with regard to the average interest rate and maturity of the debt
stock. If this condition is met, increases in domestic income and export earnings are expected to cover the servicing
of outstanding debt obligations. A second key criterion concerns the contractual conditions of (re-) financing such
debt. The more closely lending conditionalities are aligned with the objective of mobilizing debt finance for

structural transformation in developing countries, the higher the chances the debt can be serviced promptly.

External indebtedness poses important challenges for developing countries, particularly in a context of floating
exchange rate systems, open capital accounts and fast integration into international financial markets. The
historical position of developing countries as debtors in foreign currency has been a recurrent source of
vulnerability to external shocks, for example during a commodity price slump. This is because the servicing of
external debt obligations ultimately requires generating sufficient export earnings (or other forms of income). At
the same time, exchange rate volatility is likely to affect the value of debt owed externally and that of export
earnings in opposite directions. Thus, a depreciation of the local currency against hard currencies may result in
increased export earnings (provided that the fall in the dollar price of local exports is compensated by a
commensurate increase in export volumes),) but will automatically imply an increase in the value of foreign

currency denominated debt obligations in local currency.

Against a backdrop of insufficient international public finance flows and limited access to concessional resources,!
developing economies have increasingly raised development finance on commercial terms in international
financial markets. They have also opened their domestic financial markets to non-resident investors, and they have
allowed their citizens and firms to borrow and invest abroad. While increased access to international financial
markets can help capital-scarce countries to quickly raise much-needed funds, it also exposes them to higher risk
profiles of debt contracts, i.e. shorter maturities and more volatile financing costs, as well as to sudden reversals of
private capital inflows. In conjunction with other exogenous shocks, such as natural disasters, pandemics or
episodes of political instability, external debt burdens deemed sustainable by international creditors can quickly

become unsustainable.



External debt grew to a record high in 2020, with worsening risk profiles

In the wake of the COVID-19 pandemic, external debt stocks of
developing countries reached US$10.6 trillion, their highest level
on record, more than twice their value of US$4.4 trillion registered
in 2009, and more than four fold their level of US$2.3 trillion in
2000 (see figure 1). Given the sluggish growth since the global
financial crisis of 2007-2008, this translated into a renewed
increase in the average ratio of external debt to GDP from 23 per

cent in 2008 (its lowest point in the last 20 years) to 31 per cent in

External debt of
developing
economies reached
31% of their GDP
in 2020

2020, as shown in figure 2. Moreover, 2020 has seen the highest annual increase since the financial crisis, probably

as a result of the COVID-19 crisis.

These trends are largely influenced by China, whose economy accounted for 23 per cent of total external debt

stocks of developing economies and 44 per cent of their GDP in 2020. During the period 2009-2020 China’s

external debt stock grew at a slightly higher rate than the developing countries average, but its GDP grew much

Short-term
Gt

rose to more

than one fourth

of total

external debt

faster. As a result, the average ratio of external debt to GDP for
developing economies excluding China is 13 percentage points
higher, reaching 44 per cent of their GDP in 2020. This gap
between China and the rest of the developing countries has
widened in 2020. At the same time, the public-private composition
of long-term external debt changed, with the share of private (PNG)
debt in overall external debt surpassing that of public (PPG) debt

from 2011 to 2016 and practically remaining at similar levels since

then. In addition, the share of short-term debt (characterised by higher risk profiles) increased, from 16 per cent of
overall external debt in 2000 to 26 per cent in 2020, with a peak at 33 per cent in 2013.

||||| Figure 1. External debt stocks, developing economies
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||||| Figure 2. External debt stocks as a percentage of GDP, developing economies
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Source: UNCTAD calculations based on data from World Bank (2021), IMF (2021) and national sources.
Note: Figures for 2020 are UNCTAD estimates.

As figure 3 shows, over the past two decades, overall external debt stocks have not only risen markedly across all
developing regions, but this increase has also been accompanied by a rising share of short-term debt and PNG
long-term debt in total external debt. Given their deeper financial systems, the majority of international private
lending into developing countries went to high-income and upper-middle income economies, particularly in Asia
and Latin America. But the trend has also been upward in other developing regions, including those with a large

share of low-income economies, such as Sub-Saharan Africa.

||||| Figure 3. External debt stocks, developing economies, by region
(Billions of current USS)
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Source: UNCTAD calculations based on data from World Bank (2021), IMF (2021) and national sources.



This increase of private sector participation in developing country PPG external debt accelerated after 2009 (see
figure 4) and this trend has not always been warranted by positive developments in these economies’ domestic
financial and banking systems. Instead, the driving forces have mostly been global “push factors”, such as the
impact of accommodative monetary policies in many developed economies in the aftermath of the global financial
crisis. High levels of private external indebtedness are of concern since they represent a large contingent liability
on public sector finances, ultimately backed by international reserves held in the domestic economy. In the event of
wide-spread private sector debt distress, governments will have little choice but to transfer the bulk of distressed

private debt to public balance sheets.

||||| Figure 4. Long-term external PPG debt by creditor, developing economies
(Percentage of total PPG debt)
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UNCTAD calculations based on data from World Bank (2021).
Notes: Averages by group of economies. Only countries with available data were included.

The fragility of developing countries’ debt positions prior to the

Public debt

in bond markets
a|mOSt dOUbIed shown in figure 4, the share of PPG external debt of developing
itS Share Of tOta| debt governments owed to private creditors reached 62 per cent of the
between 2000 and 2019 total in 2019, compared to around 20 per cent in the 1970s and 43

per cent in 2000. Its most volatile component, public bond finance, is clearly on the increase relative to financing

COVID-19 outbreak was further increased by accompanying
changes to the ownership of long-term external PPG debt. As

through commercial bank loans and other private creditors. This reflects the growing reliance of developing
country governments on refinancing their external debt obligations in international financial markets with strong
speculative features rather than borrowing from official bilateral and multilateral creditors, which is generally

more stable and in more favourable terms.
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Debt service costs on public external debt continue to pose a serious challenge

Rising external debt burden along with increased risk profiles of such debt translate into rising servicing costs.
Debt service ratios are considered important indicators of a country’s debt sustainability. In this sense, SDG
indicator 17.4.1 measures “debt service as a proportion of exports of goods and services”. This indicator reflects a
government’s ability to meet external creditor claims on the public sector through export revenues. A fall
(increase) in this ratio can result from increased (reduced) export earnings, a reduction (increase) in debt servicing
costs, or a combination of both. A persistent deterioration of this ratio signals an inability to generate enough
foreign exchange income to meet external creditor obligations on a country’s PPG debt, and thus potential debt

distress in the absence of multilateral support or effective sovereign debt restructuring.

|M Figure 5. Debt service on long-term external PPG debt by groups of economies (SDG 17.4.1)

(Percentage of exports of goods and services)
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Source: UNCTAD calculations based on data from World Bank (2021), IMF (2027) and national sources.
Notes: Figures for 2020 are UNCTAD estimates. Income groups follow World Bank’s definition.

As figure 5 shows, only high-income developing countries have maintained a stable ratio of external long-term PPG
debt to export revenues of around two to four per cent in the last decade. This is largely due to their greater
capacity to issue domestic public debt, with a view to avoid currency mismatches. However, while greater reliance
on local-currency denominated public debt reduces the vulnerability to exchange rate volatility, it frequently
creates maturity mismatches. Even governments in high-income developing countries are often unable to issue
long-term government securities at a sustainable rate of interest, yet they need to be able to pay off or roll over
maturing short-term obligations. In contrast, a marked increase of debt service ratios has been registered since
2012 across all other income categories: in middle-income countries this ratio rose from 3.3 per cent in 2012 to 7.1
per cent in 2020 and in low-income countries from 2.9 to 6.7 per cent. SIDS saw this ratio rise from a low point of
9.2 per cent in 2014 to 19.2 per cent in 2020. As these economies increasingly tapped into international capital
markets, this reflects rising external public debt stocks since 2012 in a context of commodity price volatility,

sluggish global economic growth and rising debt service.

Moving beyond SDG indicator 17.4.1, the share of government revenues dedicated to servicing PPG debt rose

sharply over recent years, particularly in the poorest developing economies. As figure 6 illustrates, whereas in 2012
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low-income developing countries spent 3.3 per cent of their . .
government revenues to meet external public debt obligations, DEbt Services

S EERE -
this figure rose to 9.4 per cent in 2019, falling slightly to an I I I ratio surQEd to
| “19%
revenues from service payments on external PPG debt was & 6 in Sma" ISIand
particularly drastic in Sub-Saharan Africa, where this ratio == economles In 2020

jumped from a low point of 3.3 per cent in 2011 to 10 per cent in 2020.

estimated 6.6 per cent in 2020. The squeeze on government

|M Figure 6. Debt service on long-term external PPG debt, selected groups of developing countries

(Percentage of government revenue)

14
12
10
8
6
4
2
0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
— Low-income developing economies = Sub-Saharan Africa

Source: UNCTAD calculations based on data from World Bank (2021), IMF (2021) and national sources.
Note: Figures for 2020 are UNCTAD estimates.

This is of concern since low-income developing countries still rely predominantly on public financing to mobilise
resources for structural transformation, yet also struggle the most with limited fiscal space given their shallow
domestic financial and banking systems and limited options to refinance maturing debt obligations in the

international financial markets.

The challenges posed by the COVID-19 shock

The COVID-19 pandemic has translated into a shock that has put a glaring spotlight on the rapidly deteriorating
debt sustainability in many developing countries, since it threatens to turn what was already a dire situation prior

to the pandemic into a series of sovereign defaults.

While developed countries are putting together massive stabilisation packages to flatten both the pandemic curve
and the curve of economic and financial crisis, this is not an option open to many developing economies, at least not
at the required scale. On one hand, developing countries cannot easily lock down their largely informal economies
effectively without more people being affected by hunger rather than by illness. On the other, they face substantive
limitations on their fiscal space to mount rescue packages comparable to those currently under way in developed

economies.
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income when they need them most.2

To pay for imports and to meet external debt
obligations, the vast majority of developing countries
are heavily reliant on access to hard currencies, earned
primarily through commodity and service exports, such
as food, oil and tourism, or received through
remittances, as well as access to further concessional
and market-based borrowing. Their central banks
cannot act as lenders of last resort to their governments
to the extent central banks in developed economies can
without risking a large depreciation of their local
currencies and its effects in terms of steep increases in
the value of foreign currency denominated debt. This
has the potential to unleash destructive inflationary
pressures. But with volumes of international trade
experiencing a sharp contraction, core commodity
prices in free fall, tourism at a virtual standstill,
remittances drying up and private capital outflows
from developing countries reaching unprecedented
levels in recent history, many developing economies

are increasingly cut off from conventional sources of

It is against this backdrop that already existing debt vulnerabilities and distress in developing countries require

decisive action to avoid liquidity constraints turning into wide spread insolvency crises. Well -designed debt relief

- through a combination of temporary standstills with sovereign debt reprofiling and restructuring - will therefore

be essential to address not only immediate liquidity pressures, but also to restore long-term external debt

sustainability in many developing countries, not least with a post-COVID-19 view of achieving the 2030 Agenda for

Sustainable Development.?

Notes

1. For more information on this topic, see Robust and predictable financing sources and Official support for sustainable

development.
2. See UNCTAD (2020a) for more detail.
3. See UNCTAD (2020b) for more detail.
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VI. Recent conceptual and methodological
developments on measuring illicit financial flows for
policy action

SDG indicators

SDG target 16.4: By 2030, significantly reduce illicit financial and arms flows, strengthen the recovery and
return of stolen assets and combat all forms of organized crime

SDG indicator 16.4.1: Total value of inward and outward illicit financial flows (in current United States dollars)
(Tier 11)

As the world searches for the funds needed to recover from the COVID-19 pandemic and achieve the 2030 Agenda
for Sustainable Development (United Nations, 2015b), potentially billions of dollars of IFFs slip through the cracks
every year. [FF's stemming from organized crime, trade in illegal goods, corruption and illegal and illicit tax and

commercial practices move across borders, often in the direction of financial havens.

These flows weaken state institutions by encouraging corruption and undermine the rule of law and the
functioning of the criminal justice systems. They also divert resources that are needed for essential services.
UNCTAD’s Economic Development in Africa Report (2020) found that some countries with high IFIF's spend on
average 25 per cent less on health and 58 per cent less on education compared with countries with low [FFs. By
eroding the tax base and discouraging public and private investment, they hamper structural transformation,

economic growth and sustainable development.

The ability to achieve the SDGs remains fragile when undermined

Absence of complete and
consistent statistics

including through the improved capacity for revenue collection, hampers

and more resources dedicated to investment. The 2030 Agenda pOIicy action ®
identifies the reduction of IFFs as a priority area, as reflected in {0 curb IFFs *a
target 16.4: “by 2030, significantly reduce illicit financial flows and

by IFFs. The 2030 Agenda underscores the need for increased

mobilization of financial resources for sustainable development,

-

arms flows, strengthen the recovery and return of stolen assets and
combat all forms of organised crime”. The Addis Ababa Action Agenda (United Nations, 2015a) on financing for
development also calls for a redoubling of efforts to substantially reduce IFFs, with a view to eventually

eliminating them.

In July 2017, the United Nations General Assembly adopted the indicator framework for the monitoring of progress
towards SDGs (United Nations, 2017b). Indicator 16.4.1, “total value of inward and outward illicit financial flows”,
was selected as one of two indicators to measure progress towards target 16.4. At the time, there was no universal
agreement on the definition of IFFs, what should be included within their scope or how the component parts could
be measured. Without reliable statistics on [FFs the high uncertainty about the size of these flows, their origins and

impact on development hampers policy action to combat [FI's.



Conceptual development of SDG indicator 16.4.1

UNCTAD and UNODC, assigned by the General Assembly as custodians of indicator 16.4.1, lead the methodological
work to develop statistical definitions and methods to measure IFFs. As a result of this work, UNCTAD and UNODC
(2020) published a Conceptual Framework for the Statistical Measurement of llicit Financial Flows, reflecting

concepts and standards approved by the IAEG-SDGs and the United Nations Statistical Commission.!

In February 2021, these concepts were subsequently adopted by the FACTI Panel (United Nations, 2021), noting
that UNCTAD and UNODC together “developed the first statistical definition of the term to contribute to the
development of SDG indicators”. This was followed by a reaffirmed agreement by the cluster on IFFs of the
Financing for the Development in the Era of COVID-19 and Beyond Initiative on the Conceptual Framework and
the United Nations definition of what constitutes IFFs for statistical purposes. Cluster 5 will contribute to the

development and refinement of methodologies to measure [FFs.

Pioneering countries across continents are testing the Conceptual Framework and guidance by UNCTAD and
UNODC to measure [FFs. Pilots are carried out in Africa, Asia and the Pacific, Europe and Latin America in

coordination with Regional Commissions.

The agreed Conceptual Framework builds on a series of expert consultations and a stock taking of research,
knowledge and experience with different types of IFI's, carried out from 2017 to 2019 (UNODC, 2017; UNCTAD,
2018). The expert consultations involved experts from national statistical offices, financial intelligence units, tax

authorities, academia, non-governmental organisations, international organisations and other [FF experts.
initi The consultations highlighted an urgent need to agree on concepts
Common definition of el y ¢ "

= 3 and definitions and recommended further engagement with
IFFS for statistics national statistical authorities in line with the General Assembly

/
reached = 4 resolution (United Nations, 2017a) 2 To this end, UNCTAD and
UNODC established a statistical Task Force in January 2019 to
-_-.-.-._-% ’

|

define concepts, assess data availability, develop statistical

methods, and guide country-level activities. 3

The IAEG-SDG endorsed the resulting methodological proposal in October 2019 and reclassified indicator 16.4.1
from Tier III to Tier I, meaning that the indicator is conceptually clear and based on internationally established

standards, while data are not yet available from countries.

Statistical definition of IFFs for SDG indicator 16.4.1

For the purpose of the SDG indicator, IFFs are defined as financial flows that are illicit in origin, transfer or use that
reflect an exchange of value and cross country borders. This definition implies that [FFs have the following

features:

= Illicit in origin, transfer or use. A flow of value is considered illicitif it is illicitly generated (e.g. originates from criminal
aclivities or tax evasion), illicitly transferred (e.g. violating currency controls) or illicitly used (e.g. for financing
terrorism). The flow can be legally generated, transferred or used, but it must be illicit in at least one of these aspects.
Some flows that are not strictly illegal may fall within the definition of IFFs, e.g. cross-border tax avoidance which erodes
the tax base of a country where that income was generated.

= Exchange of value, rather than money or purely financial transfers. Exchanges of value include not only currency
exchanges, but also exchanges of goods and services, and financial and non-financial assets.

= JFF measure a flow of value over a given time, as opposed to a stock measure, which would be the accumulation of value.
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= Flows that cross a border. This includes assets where the ownership changes from a resident of a country to a non-
resident, even if the assets remain in the same jurisdiction.?

[FFs can be classified from many angles: sources, channels, impacts, actors involved, motives, etc. Figure 1 presents

the main categories of activities that may generate [FFs.

IEI Figure 1. Categories of activities that may generate IFFs

Legal activities lllegal activities

Illicit tax and Exploitation-type
commercial lllegal markets and terrorism
practices financing

Aggressive Ilicit tax and
tax comm(_ercial
avoidance practices

Source: UNCTAD and UNODC (2020)

According to this typology, four main categories of 1FFs are distinguished:

1. licit tax and commercial IFFs. This category includes illicit practices by legal entities as well as arrangements and
individuals with the objective of concealing revenues, reducing tax burden, evading controls and regulations and other
purposes. This category can be divided into two components:

= [I'Fs from illegal commercial and tax practices. These include illegal practices such as tariff, duty and revenue
offences, tax evasion, corporate offences, market manipulation and other selected practices. Some activities that
are non-observed, hidden or part of the so-called shadow economy, the underground economy or the
informal economy may also generate IFFs. Related activities included in the ICCS comprise tax evasion, tariff,
duty and revenue offences, competition offences, import/export offences, acts against trade regulations,
restrictions or embargoes and investment or stack/shares offences.

= [I'Fs from aggressive tax avoidance. [llicit flows can also be generated from legal economic activities through
what is sometimes called harmful or aggressive tax avoidance (see box 1 for more detail on the distinction
between legal and illegal illicit flows). Aggressive tax avoidance can take place through a variety of forms, such
as manipulation of transfer pricing, strategic location of debt and intellectual property, tax treaty shopping, and
the use of hybrid instruments and entities. For the purposes of the measurement of the indicator, these flows need
to be carefully considered, as they generally arise from licit business transactions and only the illicit part of the
cross-border flows belongs to the scope of [FI's.

2. IFFs from illegal markets. These include trade in illicit goods and services, when the money flows generated cross
country borders. Such processes often involve a degree of criminal organisation aimed at creating profit. They include
any type of illegal trafficking of goods, such as drugs and firearms, or services, such as smuggling of migrants. [FFs are
generated by the flows related to international trade of illicit goods and services, as well as by cross-border flows from
managing the illicit income from such activities.

3. IFFs from corruption. The United Nations Convention against Corruption (UNODC, 2004) defines acts considered as
corruption, which are consistently defined in the ICCS. These include bribery, embezzlement, abuse of functions, trading
in influence, illicit enrichment and other acts. When the economic returns from these acts directly or indirectly generate
cross-border flows, they are considered IFFs.



4. IFFs from exploitation-type activities and financing of crime and FOUT typeS Of aCtIVItIeS
terrorism. Exploitation-type activities are illegal activities that entail may generate IFFS

a forced and/or involuntary transfer of economic resources between
two actors. Examples include slavery and exploitation, extortion,

trafficking in persons, and kidnapping. In addition, terrorism Illicit tax anld Corruption

financing and financing of crime are illicit, voluntary transfers of cgg}mlet{glsa P

funds between two actors with the purpose of funding criminal or

terrorist actions. When the related financial flows cross country . Theft :

borders, they constitute [FFs. lllegal financing o crime
markets and terrorism

A specific conceptual challenge is to specify what kinds of activities should be designated as illicit or licit. It is

noteworthy that SDG target 16.4 refers to ‘illicit’ instead of ‘illegal” financial flows. Aggressive tax avoidance,

including by MNEs, although usually legal, can drain resources and be considered illicit.

The inclusion of tax avoidance in the definition of IFFs creates some challenges, as it blurs the line between
legal and illegal activities. Noting that the boundary between legal and illegal tax practices may be unclear,
the European Commission (2017) described the continuum of activities from legal tax planning to illegal tax
evasion (see figure 2). In this context, aggressive tax planning is described as “taking advantage of the
technicalities of a tax system or of mismatches between two or more tax systems for the purpose of reducing

tax liability.”

EI Figure 2. Boundaries of aggressive tax planning
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Source: European Commission (2017).

[FFs stemming from aggressive tax avoidance are considered in detail in OECD (2013), and can include BEPS
through interest payments, strategic location of intangible assets, abuse of tax treaties, artificial avoidance of
permanent establishment and transfer pricing manipulation. The BEPS package, released in 2015 by OECD and
G20 countries, delivers guidance for governments to close gaps in existing international rules that allow
corporate profits to be artificially shifted to low-tax jurisdictions where companies have little or no economic

activity. Work to address outstanding BEPS issues by the Inclusive Framework is ongoing (OECD, 2020).

As part of the OECD Inclusive Framework on BEPS, progress has also been made in improving data
availability to support the measurement of MNE tax avoidance. Country-by-country reporting statistics are
released publicly in an aggregated and anonymised form and can be analysed at the microdata level by

country authorities.

IFFs need to be classified using a discrete, exhaustive and mutually exclusive statistical classification aligned with
existing statistical frameworks and principles (OECD, 2021). The ICCS (UNODC, 2015) is a good point of departure



for defining some of the activities that could generate IFFs, such as exploitation-type activities and terrorism, illicit
trafficking and corruption, as well as many activities related to tax and commercial malpractices. However, II'T’s
that are not part of illegal activities may not be covered and an extended classification is being developed. Table 1

provides examples of such activities and how to link the main categories of II'I's to activities that generate them.

@ Table 1. Examples of activities generating IFFs from crime, by ICCS categories

Categories of IFFs Examples
Tax and commercial practices 08041 Tariff, taxation, duty and revenue offences
08042 Corporate offences including competition and import/export offences; acts against trade regulations

08045 Market manipulation or insider trading, price fixing

Exploitation-type activities and 020221 Kidnapping
terrorism financing (parts of sections 02,
04, 09) 0203 Slavery and exploitation

0204 Trafficking in persons
0302 Sexual exploitation
02051 Extortion

0401 Robbery

0501 Burglary

0502 Theft

09062 Financing of terrorism

lllegal markets ICCS includes a long list of activities, including for example drug trafficking (060132), firearm trafficking (090121),
illegal mining (10043), smuggling of migrants (08051), smuggling of goods (08044), wildlife trafficking (100312)

Corruption (section 0703) 07031 Bribery
07032 Embezzlement
07033 Abuse of functions
07034 Trading in influence
07035 lllicit enrichment

07039 Other acts of corruption

Source: UNODC (20715).
Note: This list is only intended to provide some examples and it is not exhaustive.

Data availability and the selection of statistical methods are likely to depend on the type of activity generating [F'F's.

Defining statistical methodologies to measure IFFs

[FFs are deliberately hidden and, as they take many forms and use varying channels, their measurement is
challenging both conceptually and in practice. The challenges differ across countries, depending on main types of
[FFs affecting the country, data availability, mandates of national institutions, statistical capacity and national
policy priorities. This calls for space for country-specific solutions and the flexible application of methods in line

with the common framework.



There is a relevant stream of literature that proposes methods to measure [FFs from illegal economic activities, and

illicit tax and commercial practices. The methods proposed can be grouped in two general approaches:

1. Top-down methods attempt to measure [FFs by interpreting or modelling inconsistencies in different types of
aggregated data, such as currency demand, international trade, and capital account of BoP.

2. Bottom-up approaches attempt to measure IFFs starting from the analysis of a given illicit activity, defining the set of
flows that can be identified as [FFs and then producing estimates for each of them. Overall estimates are obtained by
aggregating from a lower to a higher level.

Consistently with the statistical framework presented here, where different types of IFFs are defined in relation to
the activity generating them, a bottom-up and direct measurement approach is preferred. > The UNCTAD (2021)
Methodological Guidelines to Measure Tax and Commercial IFFs for pilot testing © identify main types of tax and

commercial [FI's and methods for their pilot measurement (see table 2).

@ Table 2. Activities that may generate tax and commercial IFFs and types of flows

Categories Activities Flows
A. IFFs fromillegal A1 Acts against public revenue provisions [08041] F1 Transfer of wealth to evade taxes, i.e., flows related to
commercial and tax activities undeclared offshore wealth
A2 Acts against commercial or financial regulations = Outright undeclared (concealed e.q., in secrecy
[08042] jurisdictions)
A3 Market manipulations or insider trading [08045)] = Undeclared via instruments (Phantom corporations

or shell companies, tax havens)
A4 Acts of commercial fraud [07019]

A5 Other illegal commercial and tax acts [08049+] .
F2 Misinvoicing

= Under/over pricing
= Multiple invoicing
= Qver/under reporting of quantities

= Misclassification of tariff categories

B. IFFs from aggressive tax B1 Acts departing from the arm'’s length principle F3 Transfer mispricing
avoidance
B2 Acts related to strategic location of debt, assets, F4 Debt shifting

risks, or other corporate activities = Intracompany loans

B3 Other acts of aggressive tax avoidance = Interest payments

F5 Assets and intellectual property shifting
= Strategic location of intellectual property
= Strategic location of other assets
= Cost-sharing agreements

= Royalty payments

Source: UNCTAD (2021).
Note: Activities in category A are based on level-3 categories of the ICCS (with corresponding codes in brackets).

The Methodological Guidelines are aimed at statistical and other national authorities with a mandate to collect and
access relevant information. Microdata available to national authorities enable the compilation of more reliable

estimates. However, simpler methods are proposed in parallel with more sophisticated methods to enable IFFs’



estimation also where less data are available. The UNCTAD guidelines provide a suite of methods for pilot testing

the measurement of three main types (a-¢) of tax and commercial [FFs:

1. Trade misinvoicing by entities (flow 2, table 2)
= Method #1 - Partner Country Method *
= Method #2 - Price Filter Method =
2. Aggressive tax avoidance or profit shifting by MNEs (flows I'3-I5, table 2)
= Method #3 - Global distribution of MNES’ profits and corporate taxes
= Method #4 - MNE vs comparable non-MNE profit shifting
3. Transfer of wealth to evade taxes by individuals (flow I, table 2)
= Method #5 - Flows of undeclared offshore assets indicator

= Method #6 - Flows of offshore financial wealth by country

The above methods are tier classified, allowing United Nations member States to exercise flexibility and select a
feasible method reflecting on national capacity, existing data, feasible statistical methods, legal and regulatory
frameworks, and other conditions. A three-tier classification is proposed, with tier 1 as the preferred method based
on the soundness of methodology, data requirements, and expected quality of estimates. Tier 2 is proposed as a

fallback option if tier 1 method cannot be applied. If neither are applicable, a tier 3 method could be used.

An important distinction is made to avoid double counting and link to the SNA between two different stages

leading to IFFs: 7

1. IFF's linked to income generation, as the set of cross-border transactions that are performed in the context of the
production of illicit goods and services or the set of cross-border operations that directly generate illicit income for an
actor during a non-productive illicit activity. Inward or outward [FFs occur when the operation in question is performed
across a border.

2. IFFs linked to income management, as the set of cross-border transactions finalised to use the (illicit) income for
investment in (legal or illicit) financial and non-financial assets or for consuming (legal or illegal) goods and services. If
spent abroad, the operation is an outward [F'F. If stemming from illicit activity outside a jurisdiction but is spent in the
domestic jurisdiction, an inward [FF is generated.

In sum, this approach considers the multi-dimensional nature of IFFs, comprising several different kinds of
activities, including flows originating from illicit activities, illicit transactions to transfer funds that have a licit
origin, and flows stemming from licit activity being used in an illicit way. It identifies the main types of [FFs to be
measured and lays out a framework based on existing statistical definitions, classifications and methodologies, in
line with the SNA and BoP.

Data requirements for measuring IFFs

National statistical systems already have some of the data needed for the measurement of [FFs, but these data are
scattered across a range of authorities and statistical domains. For instance, existing national accounts and BoP
statistics include estimates of illegal economic activities and the non-observed economy; they provide a good

starting point for the measurement of [FFs.

Relevant data may be held by the police and ministries and councils of justice, financial intelligence units and other
government agencies collecting information on seizures and criminal offences. In addition, tax authorities collect

relevant data for assessing the tax gap, and they exchange country-by-country reporting data on multinational
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enterprises. Customs’ data and statistics on international trade in

, Initial

goods and services provide useful information on commercial IFFs. measures Of IFFS
Over 60 per cent of national statistical offices collate relevant data i will b_e l_)ased on
on underground, illegal and informal activities using surveys, EXIStII‘Ig data
administrative sources, mirror statistics, international studies and and be alignEd Wlth
expert assessment (IMI, 2018). While these activities are largely national accounts and
domestic, many of them also generate cross-border flows. There are balance of payments

also systematic data collections on crime and related IFFs; UNODC,
for instance, compiles statistics on drugs as reported directly by countries, including detailed data on demand,

supply. prices, drug characteristics, seizure data, etc.

Compiling statistics on IFFs requires access to many data sources held by different authorities. Central banks,
customs, tax authorities and national statistical offices often have the strongest mandate to collect and access such
data. Several global databases also contain relevant data for the compilation of IFF estimates, for instance the
OECD country-by-country reporting data, UNCTAD Global Transport Costs Dataset for International Trade, the

United Nations Comtrade database and the locational banking statistics by the Bank of International Settlements.

Eventually, the many types of IFFs should be measured in one indicator. That will require close collaboration
within the national statistical system and with administrative data providers. The compilation of SDG indicator
16.4.1 is a technical, statistical activity to be based on statistical considerations only in line with the Fundamental
Principles of Official Statistics (United Nations, 2014). National statistical offices, as the focal point for coordinating
the compilation of SDG indicators, should lead and coordinate the work to bring the necessary stakeholders

together to measure [FFs.

Country pilots to measure illicit financial flows

While some elements of [FFs are more readily measurable, others are highly challenging to estimate, including
bribery, abuse of functions, illicit enrichment and illicit tax practices. Country pilots are central to building the
capacity to measure [FFs and testing the feasibility of selected methodologies starting from types of [FFs for which

data are available. Coverage of different [FFs will be improved gradually along with data improvements.

O ‘ /. In 2021-2022, UNCTAD and UNODC, with partner organizations

:/<!>: UNECA, ESCAP and ECLAC, will support countries in improving
Pilots will hElp = their statistical capacity to estimate IFFs. A series of pilot studies
to find feasible will provide critical information to refine the Conceptual
country-speciﬁc solutions Framework and guidance on statistical methods to measure IFFs.

to applylng the The first pilots carried out in Latin America between 2018 and
common framework for IFFs 2020, by UNODC, show the way forward for other countries. In the
first pilots, Columbia, Peru, Ecuador, and Mexico measured [FFs from selected illegal markets, such as drugs trade
and smuggling of migrants. 8 First estimates in Mexico, for instance, show that outward [FFs from smuggling of
migrants increased from US$10 million in 2017 to almost US$14 million in 2018. A similar pilot in Afghanistan
estimated illicit gross income of the opiate economy to be worth between US$1.2 and US$2.2 billion in 2018, a value
corresponding from 6 to 11 per cent of the country’s GDP, and more than its officially recorded exports of goods
and services, estimated at 4.3 per cent of GDP. Pilots also addressed the measurement of IFFs from illegal gold

mining and trafficking in persons, even if data in such cases did not allow for a sufficiently robust estimate.
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In 2021, interested African countries will pilot test the measurement of [FFs with UNCTAD and UNECA focusing on
tax and commercial [FFs. UNCTAD and UNODC are also pilot testing IFFs’ measurement with ESCAP and six

countries in Asia and the Pacific in 2021-2022. See map | for pilot countries, confirmed as of June 2021.

@ Map 1. IFF pilots carried out and in progress

L &

CA ey "
"%

Y

@D Pilot ongoing
@D Filot carried out ~

Disclaimer

Note: Situation reflected on the map as in June 2021.

Pilot testing starts by a review of national circumstances in the form of an IFF risk assessment, followed by a
mapping of relevant national stakeholders, a review of data availability and data quality; and finally, the pilot
calculation of IFF estimates with one or two selected methods. Challenges and opportunities encountered in the
pilots will help refine the Methodological Guidelines and contribute to the reporting of progress towards SDG

target 16.4 in the future.

UNCTAD and UNODC invite all interested countries to test the measurement of [FF's that affect their economies
most. Estimating IFFs will not only provide clarity on the scope of IFI's, but also help improve the quality of key

macroeconomic statistics, such as GDP.

The statistical Task Force will continue its work to support countries in the pilot testing of the measurement of 1FFs
with a view to developing a Statistical Framework for the Measurement of Illicit Financial Flows with practical and
methodological guidance in line with the Conceptual Framework. This will include a classification of activities
generating [FFs, linked to the SNA and BoP concepts, and recommended methods to measure different types of
IFFs and aggregate them into SDG indicator 16.4.1.

Further work will also aim at developing nuanced measurement of IFFs to support policy action and at the same
time developing methods to aggregate estimates of different types of IFFs into one SDG indicator, e.g., to adjust for
double counting. In the future, the measurement of [FFs as a satellite account taking into consideration national

accounts concepts and definitions could be worth exploring.

Notes

1. This chapter is an abridged version of an UNCTAD and UNODC Conceptual Framework (UNCTAD and UNODC, 2020)
with selected references to the Methodological Guidelines (UNCTAD, 2021).

2. The General Assembly resolution “stresses that official statistics and data from national statistical systems constitute the
basis needed for the global indicator framework, recommends that national statistical systems explore ways to integrate
new data sources into their systems to satisfy new data needs of the 2030 Agenda for Sustainable Development, as
appropriate, and also stresses the role of national statistical offices as the coordinator of the national statistical system”
(United Nations, 2017a).
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3. The Task Force is composed of statistical experts from Brazil, Finland, [reland, [taly, Peru, South Africa and the United
Kingdom, representing national statistical offices, central banks, customs or tax authorities. The Task Force also includes
experts from international organisations with recognised expertise in this field. ECLAC, ESCAP, Eurostat, IMF, OECD,
UNECA, UNSD, UNCTAD and UNODC are represented.

4. The proposed bottom-up measurement approach considers domestic illicit financial flows as part of the illegal economy.
These flows would not fall under the definition of IFFs for SDG indicator 16.4.1 but are of high relevance to
understanding organised cross-border illicit flows.

5. This approach is consistent with Eurostat (2018).
6. The Methodological Guidelines suggest methods for pilot testing and will be refined during and after the pilot tests.

7. This basic typology is coherent with the main concept of national accounts. Indeed, income generation refers to the set
of operations that in national accounts relate to production account, and generation and distribution of income account,
while income management refers to the set of operations that in national accounts refer to capital and use of income
account.

8. Preliminary estimates of [FFs from illegal activities resulting from pilot testing in Latin America were presented at a
meeting in Latin America in March 2021 (UNODC, 2021).
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Structural transformation

Sustainable long-term growth that provides economies opportunities for everyone can only be achieved through a
shift to higher value-added productive activities. This requires investment, the adoption of technological
advancements, and a skilled workforce. To avoid further ecological degradation and climate change, this also calls

for a shift to more efficient and less environmentally damaging economic activities.

Transforming to more sustainable consumption and production patterns, will not only be good for the economy,

but also a necessity for the environment. This theme of SDG Pulse looks at two aspects of structural transformation:

= We look for evidence of a shift towards Sustainable industrialization and higher technology and more skills-intensive
economic activities, and

= We consider whether it is Make or break for green economy in the face of serious climate concerns.

According to UNFCCC, to achieve the objectives of the Paris Climate Agreement, the world needs to deploy climate
technologies on a much greater scale, and innovation plays a key role. The climate challenge is immediate, and as
statistics in the SDG Pulse demonstrate, we can reduce carbon intensity of the economy through technological and

economic transformation, but the challenge is urgent.

We are the last people who can prevent catastrophe on the planet. We have no excuse for

failure.
— UN Deputy Secretary General, Amina J. Mohammed
LDCs’ pace too slow to double their manufacturing share in Share of manufacturing employment in total employment
value added by 2030: +0.7 percentage points neededN increased in LDCs by 87% since 2005 - on track for 2030.
between 2019 and 2030 to make up lost ground vs. +0.42 in SDG indicator 9.2.2

2019.
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Medium and high-tech manufacturing share very slowly

increasing in developing economies.

SDG indicator 9.b.1
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CO2 emissions estimated to have declined by 7% in 2020,
largely due to COVID-19, and the same pace needs to

continue to reach the Paris 1.5°C target.
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High income countries spend almost 10 times more than low
income countries on R&D as a percentage of GDP.

SDG indicator 9.5.1
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SDG Pulse shares preliminary results of company Energy intensity reducing faster than before, almost 2% per
sustainability reporting across the World based on a sample year since 2008.

of two global databases. SDG indicator 7.3.1

UNCTAD & UNEP SDG indicator 12.6.1

Sustainability reporting
increasing
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. Towards sustainable industrialization and higher
technologies

SDG indicators

Target 9.2: Promote inclusive and sustainable industrialization and, by 2030, significantly raise industry’s share
of employment and gross domestic product, in line with national circumstances, and double its share in least
developed countries.

Indicator 9.2.1: Manufacturing value added as a proportion of GDP and per capita (Tier 1)

Indicator 9.2.2: Manufacturing employment as a proportion of total employment (Tier I)

Target 9.b: Support domestic technology development, research and innovation in developing countries,
including by ensuring a conducive policy environment for, inter alia, industrial diversification and value
addition to commodities.

Indicator 9.b.1: Proportion of medium and high-tech industry value added in total manufacturing value added
(Tier 1)

Target 9.5: Enhance scientific research, upgrade technological capabilities of industrial sectors in all countries,
in particular developing countries, including, by 2030, encouraging innovation and increasing the number of
research and development workers per I million people and public and private research and development
spending.

Indicator 9.5.1: Research and development expenditure as a proportion of GDP (Tier 1)

Indicator 9.5.2: Researchers (in full-time equivalent) per million inhabitants (Tier I)

Structural transformation has been an important driving force of economic development over the last decades.
According to the theory of structural transformation (Kuznets, 1957; Chenery, 1960; Fourastié, 1963), development is
driven by a shift from the extraction of raw materials and primary sector activities to increasingly complex
technical transformation processes, commonly referred to as manufacturing. On the supply side, the sources of that
transition include the development of know-how, increase in high-skilled labour and technological advancement,
and enabling the application of new production methods. On the demand side, the rising standard of living induces
a shift from the consumption of food and other primary commodities towards consumer goods, that are usually
manufactured. This transformation leads to higher value added and greater economic welfare. In line with this
thinking, SDG target 9.2 promotes inclusive and sustainable industrialization and aims to significantly raise

industry's share of employment and GDP by 2030.

During the later phases of economic development, a sectoral shift from manufacturing to services has typically
been observed. Once a certain standard of living is reached, the demand for services increases relative to the
demand for physically produced goods. According to Haraguchi and Rezonja (2010) this level is reached when
GDP per capita amounts to around US$13 000 at 2005 prices. At that stage, manufacturing usually accounts for
around one fifth of value added. Based on these estimates, UNIDO (2017) considers countries to be industrialized

when their manufacturing value added, adjusted to purchasing power parities, exceeds US$2 500 per capita.
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Rapid industrialization in developing economies of Asia and Oceania

In 2019, manufacturing value added per capita
amounted to US$5 108 at constant 2015 prices in

|M Figure 1. Trends in manufacturing value added
per capita (SDG 9.2.1)

developed economies (see figure 1). It was 2.7 times (US$ in constant 2015 prices)

higher than in developing Asia and Oceania (US$1 423)

and 3.6 times higher than in developing Latin America

and the Caribbean (US$1 074). It exceeded the value in e
Africa (US$212) by almost 23 times.
4000
In developing
Asia and Oceania,
real manufacturing 2000
a@ value added per head
LB almost tripled :y<
from 1999 to 2019
° 1995 2000 2005 2010 2015

— Developed economies

— Developing Asia and Oceania

— Latin America and the Caribbean
— Africa

Over the last 20 years, manufacturing value added per
capita in developing Asia and Oceania has steadily
increased — by two and a half times since 1999 - with
the result that the region overtook Latin America and
the Caribbean in 2015. In Latin America and the

Source: UNCTAD (2021).

Caribbean, the indicator has remained constant. Africa
has seen a slight increase, by one fifth over 20 years.
Developed economies have recorded modest steady
growth over the last 20 years, disrupted only by the
economic downswings from 2000 to 2002 and from

2007 to 2010.

Dropping industrial output after the outbreak of COVID-19

The outbreak of COVID-19 led to considerable disruptions of those long-term trends in manufacturing all over the
world. According to 11O (2020, 2021a), manufacturing was among the economic sectors worst hit by the pandemic,
alongside retail trade, accommodation, food services and other sectors. The impact by industry depended on the
effects of the containment measures introduced on supply and demand. Some sectors were hit mainly from the
demand side, for example due to restrictions concerning modes of consumption and the distribution of goods, and
others more from the supply side, for example due to disrupted supply chains. It seems that certain sectors have
also benefited from an increased demand for their products as a direct or indirect consequence of the pandemic.
Some businesses have managed to make a digital leap to recover some lost revenue, enable new ways of working,
such as telework and digital trade, and apply new methods to quickly adjust production according to rapidly
changing demand and supply conditions. Accordingly, medium and high-tech industries have recovered faster
from the crisis than lower-technology industries (CCSA, 2021).

Manufacturing was hit by the COVID-19 pandemic at different times across the world (see figure 2). China came

first, experiencing a sharp drop in the PMI of the manufacturing sector in February 2020 (seasonally adjusted),
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showing how the economic outlook deteriorated, as Wuhan and other regions were locked down. Already in late

February, Chinese manufacturing started to recover, with PMI levels returning to above 50 already in March 2020.

Manufacturing output In the Eurozone and‘ the pnited States of Ameljica, manufacturing

. . output started falling in March 2020. This fall was most
hlt ha_rd by the pandemlc pronounced in the Eurozone, where many countries introduced full
In Spring and or partial lockdowns by the middle of the month. During March and
summer 2020

W

the index returned to 5 per cent below pre-crisis levels by July, and it took until November in the Eurozone and
until January 2021 in the United States for it to fully recover. The PMI of February and March 2021 lies well above

April, production in manufacturing, as measured by the IIP,
dropped in the Eurozone by 30 per cent and in the United States by

20 per cent, after a longer period of stability. In both economies,

50 in both economies, heralding further growth of manufacturing output in the coming months, if conditions do not
change.

Developments in Brazil resembled that of the Eurozone, showing an equally strong contraction during February
and March. However, unlike in the Eurozone, by the end of the year, the IIP returned to a level 8 per cent higher

than before the outbreak of the pandemic.

In South Africa and the Russian Federation the downturn in manufacturing began two months later than in the
Eurozone and the United States. In the Russian Federation, the IIP for manufacturing remained unchanged until
March, but declined by 12 per cent in April, although not as deep a fall as in the Eurozone and the United States. In
South Africa, index indicated the sharpest contraction amongst the six economies compared in figure 2, losing
almost half of its value (44 per cent) within one month. However, the rebound was relatively quick and, by August
2020, the IIP already reached 96 per cent of its December 2019 level.
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|.||| Figure 2. Industrial production (IIP) and purchasing manager’s expectations (PMI) in manufacturing
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Source: UNCTAD calculations based on OECD (2021a), Eurostat (2021) and Refinitiv (2021).
Notes: Series are seasonally adjusted. PMIs refer to manufacturing except for South Africa where it refers to agriculture, mining, construction, wholesale,
retail and services in addition to manufacturing. lIPs are re-scaled to December 2019.

Intermittent catching up of LDCs

In 2019, LDCs” manufacturing sector produced on average US$137 per head, at 2015 prices, almost 40 times less
than the average produced in the developed world. However, LDCs’ manufacturing value added per capita has
steadily increased over the last 20 years, at a higher rate than in developing countries in general. The level in 2019

was already more than three times higher than the level of 1999 (see figure 1).

The manufacturing share in value added, the focus of SDG target LDCS, pace Of progress

9.2 for LDCs, increased from 10.5 per cent in 2000 to 13.1 per cent in too SIOW to reach
2019. Most of that progress was made in the last five years; until 7 the SDG taraet of
2010, the share had remained constant at just below 11 per cent (see . g

figure 3). Extrapolating the trend into the future, the growth dOUbIIng the
achieved after 2005 on average appears to be too slow to achieve manUfaCturing

the SDG target of doubling the manufacturing share in value added TaRceT 92 |Share in value added

by 2030.! From 2005 onwards, an average annual increase of 0.42
percentage points would have been required to reach the target. The actual annual average increase until 2019 was
0.19 percentage points. Since 2015, accruals comparable to the target path have indeed been recorded, but this

accelerated growth has begun late too to be sufficient.

It is striking that the stagnation in the share of manufacturing in value added until 2014 was not reflected in a
stagnation of the manufacturing share in employment. On the contrary, the employment share of manufacturing

has seen a steady increase over the last 24 years, at a pace higher than required to reach by 2030 the SDG target
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9.2.2 set up for employment. The findings above - in particular, the modest growth of manufacturing in value added
compared to employment - suggest that new industrial innovations and policies are needed in LDCs to accelerate

structural transformation.

|/}' Figure 3. Development of the manufacturing share of value added (SDG 9.2.1) and of employment (SDG
9.2.2) in LDCs compared to the target
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Diverging regional trends in structural transformation

How has structural transformation changed the sectoral distribution of employment and value added? Between
2000 and 2019, the share of manufacturing in employment increased only in developing Asia and Oceania (from
111 to 13.6 per cent) and in Africa (from 6.0 to 7.9 per cent) (see figure 4). In developing Asia and Oceania, in
contrast to Africa, this increase was combined with an increase of the manufacturing share in value added (from
19.8 10 23.9 per cent). This highlights a growing disparity in productivity growth between the regions, in line with
the above diverging trends in manufacturing value added per capita (see figure 1). In LDCs, increases in
manufacturing value added per capita, discussed above, were strongly employment driven. The share of
manufacturing in employment almost tripled in that group of economies, from 3.3 per cent in 2000 to 9.7 per cent
in 2019.

These figures suggest that during the last two decades, among the broad regions compared, only Asian and
Oceanian developing economies have gone through a process of structural transformation as described in the
literature. The LDCs as a group have also followed that path. Latin America and the Caribbean, like the developed
economies, recorded shrinking proportions of manufacturing in both employment and value added. This
development is not what is aspired to by the SDG target, which aims at significantly raising industry's share of
employment and value added. Many of these counties may nevertheless have changed their economic structure
towards higher value-added activities, by raising the share of services, in particular telecommunication and [CT

services or by a structural transformation within manufacturing from lower-tech to higher-tech production. Below,

SDG PULSE 2021 171



the analysis is extended to investigate to what extent such digitalization and transformation to higher technologies

is happening.

|.||| Figure 4. Share of manufacturing in value added (SDG 9.2.1) and employment (SDG 9.2.2)
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Source: UNCTAD calculations based on UNCTAD (2021), UNIDO (2021) and ILO (2021b).

Technology gap persists in manufacturing

The 2030 Agenda promotes technological development through research and innovation, especially in developing
economies. Progress towards the achievement of that target is measured by the proportion of
medium and high-tech industry value added in total manufacturing value added (SDG indicator 9.b.1). This
indicator shows a shift from lower to higher technology value added, raising the average value added per worker.
R&D and innovation play a crucial role in this transformation by providing the grounds for the use of new and

more efficient technologies.

In the developed world, medium and high-tech industry accounts for higher shares of manufacturing value added
than in developing (see figure 5). When looking at weighted regional averages, almost half of developed
economies' manufacturing output is obtained in medium and high-tech industries. Among developing countries,
the weighted rate varies considerably across regions. In developing Asia and Oceania, it was 43 per cent in 2018,
almost as high as in developed economies, while the rate reached 32 per cent in developing America and only 21

per cent in Africa.

From 2008 to 2018, the gap between developing and developed economies has widened slightly. While developed
economies managed to increase the share of medium and high-tech manufacturing slightly (from 48 to 49 per
cent), the rate fell slightly in developing Asia and Oceania (from 44 to 43 per cent) and remained constant in
developing America and Africa. Developed countries have cemented their lead, while developing economies have
not managed to increase the share of higher technologies in manufacturing in the last 10 to 15 years, and some are

shifting towards lower-technology sectors.

Figure 5 highlights the considerable variation across individual economies, especially in Asia. This region

encompasses, on one hand, the two economies with the world's most innovative manufacturing sectors, namely,
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Singapore (80 per cent in 2018) and Taiwan, Province of China (69 per cent); on the other hand, it includes several
countries, primarily LDCs and SIDS, in which the share of medium and high-tech industries in value added has
persistently remained below three per cent, such as Macao, SAR of China, Cambodia, Yemen, Maldives, Tajikistan

and Kyrgyzstan.

|/J' Figure 5. Proportion of medium and high-tech industry in manufacturing value added (SDG 9.b.1), by

development status and region

(Percentage)
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Source: UNCTAD calculations based on UNIDO (2021).

Notes: A violin plot shows the distribution of individual countries’ medium and high-tech industry shares in manufacturing value added within each
country group and year. The coloured areas depict the distribution of countries’ rates smoothed by kernel density estimation, a non-parametric way to
estimate the probability density function of a variable. The wider the violin shape, the higher the possibility to find an observation, in this case a country,
in that location. The dots within the shapes represent the weighted average of countries’ medium and high-tech industry shares in manufacturing value
added.

Considerable spread in the medium and high-tech industry share of manufacturing value added is also found
among developed economies. Some of them reach less than one third of the rates recorded by the developed

countries at the highest ranks, such as, Switzerland (65 per cent) and Germany (62 per cent).

Many LDCs and SIDS are characterized by low shares of medium and high-tech manufacturing. However, this is
changing. Noteworthy exceptions among SIDS include Trinidad and Tobago and Barbados, where the medium and

high-tech share in manufacturing value added was at 40 and 38 per cent in 2018, respectively (see UNIDO, 2021).

Developing economies’ medium and high-tech exports increasing

Looking at international trade, the share of medium and high-tech products in manufacturing exports has been
increasing in developing countries recently, while it has remained almost constant in the developed world (see
figure 6). In developing America and developing Asia and Oceania, the share of medium and high-tech exports
reached almost 60 per cent in 2018, whereas in developed economies it stood at 62 per cent. Africa has increased its

medium and high-tech export share from 34 to 39 per cent from 2008 to 2018. As a result, the region has been
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catching up in the structural transformation of manufactured Africals medium and
exports, and the overall gap between the developing and developed high_tech Share in

world has narrowed.
manufactured exports o
rose from 39%

34 to 39 per cent
in 10 years

|.||| Figure 6. Share of medium and high-tech manufactured

exports in total manufacturing exports
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Source: UNCTAD calculations based on UNIDO (2027).

R&D investment and international cooperation are vital for fighting the COVID-19
pandemic

en 1t comes to , the - andemic allotte
In 2020, When i R&D, the COVID19 pandemic allotted

. the COVID-19 unequivocal priority to biomedicine. The ICT sector benefitted

) pandemic from innovation investment as well. 2020 saw a strong and rapid
2r5~  shifted
R&D funding to biomedicine

mitigating the effects of the pandemic and protecting populations. The OECD estimated that over USS$7 billion of
new or redirected funds were unlocked for COVID-19 related R&D during the first nine months of 2020. Despite

international mobilization to develop treatment for COVID-19.
Governments, the scientific community, and the private sector

allocated resources to focus research on the global task of

some hitches, developing and distributing vaccines, tests, and treatments to millions of persons within 12 months
has been a notable achievement. It would not have been possible without strengthened international coordination
and improved transparency, including in R&D (OECD, 2021b). International cooperation and solidarity need to be

reinforced for the treatment and vaccines to reach all countries and all vulnerable.

The extent of R&D investment in fighting COVID-19 is still difficult to gauge. Estimates from the OECD (2021b)
suggest significant cuts in non-COVID-related research in 2020. Moreover, the lockdown measures disrupted R&D
where access to laboratories, tools, and field work were necessary. As the social and economic consequences of the

pandemic continue to unfold, further decline in research budgets can be expected, particularly from public funds

(OECD, 2021b).
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In 2018 and 2019, most industrial R&D targeted ICT hardware and electronic equipment, pharmaceuticals and
biotechnology, automobiles, as well as software and ICT services. Which development can we expect in the post
COVID-19 years? The Cornell University et al. (2020) suggest that ICT software, biomedicine, and alternative
energy represent the three sectors that should not face difficulties in attracting innovation funding in the near
future. They further estimate that the United States of America and China will see their R&D rebound more rapidly
than other states, owing to: i) the fact that these two countries host some of the world’s largest science and
technology clusters (e.g. the Beijing cluster, or the San Jose - San Francisco cluster), and ii) recent government
policies adopted to mitigate the shortage of R&D capital. In 2020, the EU has also promulgated additional

programmes to financially support innovation and start-ups (see Cornell University et al., 2020).

Various international organizations have emphasized the importance of reinforcing public support for sustainable
research targeting socially beneficial projects with wide spill-over effects. They also reiterated the significance of
global cooperation and inter-disciplinary connections in science and innovation, aimed to build more resilient

societies and avert future threats. Moreover, supporting innovation should facilitate progress towards achieving
the SDGs (see UNCTAD, 2020).

Governments are encouraged to increase spending on R&D in the .

context of the 2030 Agenda. In 2018, the latest year with globally ) 10 economies
comparable innovation statistics, the world invested US$2.2 trillion <_ account for over %
in R&D, PPP-adjusted. Over the five-year period from 2013 to 2018, L', 75% of total

absolute R&D spending increased by 54 per cent each year on R&D spending in the world
average. Not surprisingly, investment was highly concentrated in a

few economies. In 2018, some 75 per cent of R&D investment was made by only 10 countries.

In PPP-adjusted value terms, the leaders in R&D spending were the United States of America (US$582 billion),
China (US$465 billion), Japan (US$171 billion) and Germany (US$141 billion). Remarkably, the United States and
China accounted for almost half of global R&D investment (see figure 7 and table ). Among developing economies,
relatively high growth in R&D spending was recorded for Iran (the Islamic Republic of), Indonesia, Macao, SAR of

China, El Salvador, and Panama: above 25 per cent average annual increase (UNESCO Institute for Statistics, 2021).
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|.||| Figure 7. Dominance in global R&D spending, 2018 and growth from 2013-2018

(Spending in PPP USS billions and average annual growth percentage)
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Source: UNCTAD calculations based on UNESCO Institute for Statistics (2021).
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Despite the growth of world R&D investment in
absolute terms, global R&D intensity - SDG indicator
9.5.1 - remained at 1.7 per cent of GDP from 2013 to
2018 (see figure 8). Israel (4.9 per cent) and the
Republic of Korea (4.5 per cent) were the most
prominent R&D investors relative to GDP, followed by
Switzerland (3.4 per cent) and Sweden (3.3 per cent).
The United States of America invested 2.8 per cent of
its GDP in innovation, and China 2.1 per cent. Only a
few developing economies have managed to develop
into ‘R&D powerhouses’, such as China and the
Republic of Korea. For some of these countries, that
process took around two decades. Participation in
global value chains and R&D networks is essential for

moving-up the innovation ladder.

Looking

Global gross
expenditure
on R&D stagnant at
1.7% of GDP since 2013 ’

Norther

regional

averages

n America invested most in R&D in proportion to GDP.
However, Eastern, South-Eastern and Western Asia
were the regions in which R&D spending relative to
GDP grew fastest from 2013 to 2018. The Cornel
University et al. (2020) estimated that - besides China -
most significant progress in R&D was achieved by
India, the Philippines and Vietnam. Europe recorded
only a slight increase in R&D funding. At 1.9 per cent
of GDP in 2018, R&D intensity remained well below the
three-per-cent goal set by the EU (European
Commission, 2010). Only Austria, Denmark, Germany
and Sweden reached or surpassed this target, as well as
Switzerland (not an EU-member). The AU has also
established an R&D intensity objective for its member
states, set at one per cent (UNECA, 2018). According to
available statistics, among AU member countries, only
South Africa was close to that target, recording an
R&D intensity of 0.8 per cent in 2018. Egypt and
Tunisia registered R&D intensity of 0.7 and 0.6 per
cent, respectively. Other African states remained below

0.5 per cent.

@ Table 1. Leading investors in R&D, ranked by

PPP US$, 2018 (SDG 9.5.1)
(Ranked by GERD in PPP US$)
Annual
PPP average Percentage
Investors Us$ growth, Pe;‘f(‘: 21];;5‘3 of world
billions 2013- total
2018 >
United 582 5.0 2.8 26.0
States
China 465 73 21 20.8
Japan 171 0.2 33 7
Germany 141 6.7 3.1 6.3
Republic 98 75 45 44
of Korea

Top 10 developing countries, excl. China and the Republic of

Korea

India 59 5.1 0.7 2.6
Brazil 36 -24 1.2 1.6
Turkey 22 9.9 1.0 1.0
Iran 12 245 1.0 0.6
(Islamic

Republic

of)

Thailand 10 3.0 19 0.5
Malaysia® 10 0.8 0.5
Mexico® 9 55 1.0 0.4
Singapore® 8 10.8 13 0.4
Indonesia 8 5.1 0.7 0.4
Egypt 8 -2.6 0.3 04

Source: UNCTAD calculations based on UNESCO Institute for
Statistics (2021).

Notes:

A refers to 2017.

b Growth is estimated for Malaysia, Singapore, Thailand, Turkey,
United Arab Emirates

The developing economies of America spent on average 0.6 per cent of their GDP on innovation in 2018. At 1.2 per

cent, Brazil’s R&D intensity was more than two times higher than that of any other country in the region. In Oceania,

R&D spending stood at 1.8 per cent of GDP, dropping from two per cent observed five years earlier. SIDS2 allocated

on average one per cent and LDCs some 0.2 per cent of GDP to R&D.
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Brazil’s R&D intensity over M Figure 8. R&D expenditure as a proportion of GDP (SDG 9.5.1)
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SDG indicator 952 looks at the number of persons directly  About 40% Of R&D
employed in R&D, as FTL, per million inhabitants. According to this employees

000000000
measure, the topmost performers come from FEurope, led by are women - xMMMxM

Denmark and followed by Switzerland, Iceland and Luxembourg. .
even more in

developing economies
000 per million employed on R&D, while the Republic of Korea and Switzerland recorded figures close to 10 000.

Among non-European states, the Republic of Korea, Singapore, and

New Zealand rank at the top. In 2018, Denmark reported over 11

These statistics include not only researchers, but also R&D technical and supporting staff. Between 2013 and 2018,
stronger rise in R&D employment was observed in developing economies than in the developed world. Macao, SAR
of China, Kuwait, and Iran recorded highest R&D job growth. According to figures available for 50 countries, on
average 40 per cent of the R&D workforce were women. Interestingly, developing economies registered higher
percentages of female R&D staff than developed economies (UNESCO Institute for Statistics, 2021).

R&D services in international trade

Innovation is increasingly traded internationally. Global R&D services exports expanded by an estimated 6.6 per
cent annually, between 2013 and 2018, outpacing the average growth of total trade in services (3.5 per cent). In
2018, countries exported about US$192 billion worth of R&D services. Again, innovation exports and imports were
concentrated in a small group of economies. The top-ten R&D exporters accounted for 74 per cent of the total. The
United States of America was the main R&D services supplier on the international markets, followed by Germany
and I'rance (see table 2). Seven out of ten leading R&D services exporters also belonged to the top-ten R&D
services importers. They were also part of the world leading recipients of charges for the use of intellectual
property. Among developing economies, prominent exporters of R&D services include China, India, the Republic

of Korea, Singapore, Brazil and Malaysia.
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@ Table 2. Leading ten R&D services exporters, 2018

(Countries ranked by exports value)

Annual average growth

2013-2018
United States 47 96 35 1
Germany 26 45 24 4
France 15 30 15 6
United Kingdom 14 63 10 8
Netherlands 8 6.0 8 16
Israel 8 75 2 19
Japan 7 99 20 3
Canada 5 07 2 12
Belgium 5 45 6 20
Sweden 5 191 7 18

Source: UNCTAD (2021).
Note: China belongs to leading R&D services exporters, according to estimates available for previous years. 2018 figures were not available.

Notes

1. In this report, progress in target 9.2 is measured with reference to the base year 2005. This is in line with the practice
applied in the monitoring of the Millennium Development Goals, where the baseline was set to the year 1990, thus ten
years before the adoption of the Millennium Development Declaration (United Nations, 2005). The 2030 Agenda for
Sustainable Development does not specify any base year for target 9.2.

2. SIDS based on the UNESCO country classification: http://www.unesco.org/new/en/natural-sciences/priority
areas/sids/resources/sids-list
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Il. Make or break for green economy

SDG indicators

Target 9.4: By 2030, upgrade infrastructure and retrofit industries to make them sustainable, with increased
resource-use efficiency and greater adoption of clean and environmentally sound technologies and industrial
processes, with all countries taking action in accordance with their respective capabilities

Indicator 9.4.1: CO, emission per unit of value added (Tier I)

Target 7.3: By 2030, double the global rate of improvement in energy efficiency

Indicator 7.3.1: Energy intensity measured in terms of primary energy and GDP

Target SDG 12.6: Encourage companies, especially large and transnational companies, to adopt sustainable
practices and to integrate sustainability information into their reporting cycle

Indicator SDG 12.6.1: Number of companies publishing sustainability reports (Tier 111)

In light of recent scientific research (IPCC, 2019), choices in climate policy taken now will be critical for our future
and for the future of the ocean and cryosphere. According to the IPCC (2014, p.6), climate change has already
“caused impacts on natural and human systems on all continents and across the oceans”. We are experiencing more
frequent natural disasters and extreme weather events, rising sea levels and diminishing Arctic sea ice, among
other changes (IPCC, 2018). In August 2019, the United Nations Secretary General, Antonio Guterres, named 2020 a
make-or-break year for climate policy, not anticipating that the COVID-19 pandemic would bring societies and

economies to an abrupt halt, cutting emissions by an amount impossible to imagine under normal conditions.

Economic downturn in 2020 took pressure off the atmosphere

A growing concentration of the 'critical’ greenhouse gases, mainly CO,, CH,, NoO and F-gases, in the atmosphere
has been identified as the main cause of increased temperatures on the planet (WMO, 2019). In 2019, greenhouse
gas emissions reached a record high of 52.4 Gt of COse. Emissions increased by LI per cent from the previous year
after a period of little or no growth from 2015 to 2016, a 1.3 per cent increase in 2017 and a 2.0 per cent increase in
2018. Including emissions from land-use change, which are difficult to measure, total emissions amounted to 57.4 Gt
in 2019, according to a report from (Netherlands PBL, 2020). The report notes that this level is about 59 per cent
higher than in 1990 and 44 per cent higher than in 2000 (see figure 1).

The COVID-19 pandemic had a major impact on global emissions.
Estimates by the Global Carbon Project, a global consortium of COVID 19 CUt

experts, indicate a decrease of 7 per cent in total carbon dioxide C02 emlsoSIOns
emissions in 2020 (Carbon Brief, 2020). This is the largest by 7 A)
reduction ever recorded and will bring us back to levels last seen in 2020

almost 10 years ago. The previous record fall, caused by the global
financial crisis, was a reduction of 1.2 per cent in 2009. In December 2020, energy-related CO, emissions have
already rebounded, and they are expected to grow by almost 5 per cent in 2021 as demand for coal, oil and gas
recovers with the economy (IEA, 2021).
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|.||| Figure 1. Greenhouse gas emissions and target reductions (SDG 9.4.1)
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Source: UNCTAD calculations based on Netherlands PBL (2020) and UNEP (2020).

Notes: Intermediate goals are shown as released by UNEP (2020). Emissions from land-use change are not included. The CO, emission estimate for 2020
by Carbon Brief (2020), and the estimate for 2021 by IEA (2021). The baseline for the path towards 2030 targets is set to 2016, when the Paris Agreement
became effective.

What do these developments imply for global warming? The year 2020 was one of the three warmest on record,
despite the unprecedented drop in emissions seen that year. The annual global temperature was already 1.2°C
warmer than pre-industrial conditions (WMO, 2021). The 2015 Paris Climate agreement aims, by 2100, “to limit the
temperature increase from pre-industrial levels to 2°C and pursue efforts to remain below 1.5°C” (UNFCCC, 2016).
Even with a 1.5°C warming, climate scientists warn that the effects will be far greater than originally expected,

including extinction of coral reefs, and many plants, insects and animals (IPCC, 2018).

According to simulations, reaching the Paris target of keeping Minor impact of COVID_-l 9
global warming below 2°C required emissions of critical . )
greenhouse gases to peak in 2020, and decline sharply thereafter. on gIObaI Warmlng'

To remain below 2°C warming by 2100, global emissions should not -0.01°C

exceed 40 Gt of COse in 2030, and to achieve the below 1.5°C by 2050
warming target, total emissions should remain below 24 Gt of CO.e

by 2030. Remaining below the 2°C target requires a reduction from 2018 levels of nearly 25 per cent and nearly 55
per cent to remain below 1.5°C (UNEP, 2018). Thus, although record-breaking, the forecast reduction of CO,
emissions caused by the COVID-19 outbreak will not be enough to achieve even the weakest of the targets set out
by the Paris Climate agreement. Global emissions should be cut by almost 8 per cent every year for the next decade
to keep us within reach of the 1.5°C target of the Paris Climate agreement. According to UNEP (2020), the estimated
2020 fall in emissions translates to only a 0.01°C reduction of global warming by 2050, due to the increasing
concentrations of greenhouse gases in the atmosphere. While emissions dropped in 2020, earlier emissions remain

in the atmosphere for long periods.
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Most carbon dioxide emitted in Asia - per unit of GDP and in total

The most prevalent greenhouse gas is CO», as figure 1 reveals. [t is a gas released through human activities, such as
deforestation and burning of fossil fuels, and through natural processes, such as respiration and volcanic
eruptions. Around 90 per cent of CO, emissions are generated by burning of fossil fuels in the form of coal, oil and
natural gas. However, CO, concentrations in the atmosphere are also influenced by deforestation and other types of

land-cover or land-use change, due to their impact on the land's potential to absorb or generate CO..

In recent years, CO, has accounted for almost three quarters of total greenhouse gas emissions. Thus, by focusing
on CO,, SDG indicator 9.4.1 helps monitor the largest part, although not the full amount of global greenhouse gas

emissions.

The regional concentration of CO, emissions varies considerably across the globe. In 2019, many countries in
Africa recorded emissions of less than 20 kg/km?2 In Latin American countries and in Australia, emissions were
mainly between 20-100 kg/km2 Much higher CO, emissions, typically more than 200 kg,/km? and sometimes even
higher than 2 000 kg/km?, were common for countries located in a band that ranges from the United States of
America and Central America over to Europe, excluding Iceland and most of Scandinavia, and over the Near East,
to Southern, Eastern and South-Eastern Asia. Within that band, particularly high emission levels were recorded in
Central Europe and Eastern Asia. Farther to the North, in Canada, Northern Europe and in Northern and Central

Asia, emission levels were lower, usually ranging between 50 and 200 kg /km? on average per country.

@ Map 1. Geographic concentration of carbon dioxide emissions
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Source: UNCTAD calculations based on UNCTADStat (UNCTAD, 2021) and Crippa et al. (2020).
Notes: CO, emissions from fossil fuel use (combustion, flaring), industrial processes (cement, steel, chemicals and urea) and product use are included.
Emissions from fuels burned on ships and aircrafts in international transport are not included.

As figure 2 shows, three regions of the world emitted most of the CO:2 from fuel combustion, industrial processes
and product use: Eastern and South-Eastern Asia (15.5 Gt in 2019), Northern America (5.7 Gt) and Europe (6.6 Gt).
Together, they accounted for about 75 per cent of global CO2 emissions in 2019. In Europe, one tenth less emissions
were associated with each unit of output in Europe than in Northern America. However, as the European economy
is larger, measured in terms of GDP, it also accounts for a higher amount of CO2 emissions than the economy of
Northern America. Eastern and South-Eastern Asia was characterized by both higher GDP and higher
carbon intensity than the other world regions shown in figure 2. The region alone emitted 41 per cent of world’s

emissions.
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The least CO, emissions per unit of production were caused by the economies of Latin America and the Caribbean.
The economies of Sub-Saharan Africa produced only slightly more CO, emissions per unit of production than
European economies. Sub-Saharan Africa and Latin America and the Caribbean together only contributed 9 per
cent of global CO, emissions, while Europe contributed 17 per cent. Fuels burned on ships and aircrafts involved in
international transport, which cannot be allocated to economies, would add about 3 per cent to global CO,

emissions (Crippa et al., 2020).

|.||| Figure 2. CO, emissions, emissions intensity and GDP, by region, 2019 (SDG 9.4.1)
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Source: UNCTAD calculations based on Crippa et al. (2020).

Notes: The area of bars measures CO, emissions. Regions are arranged by order of emissions amount. CO, emissions from fossil fuel use (combustion,
flaring), industrial processes (cement, steel, chemicals and urea) and product use are included. Emissions from fuels burned on ships and aircrafts in
international transport are not included. USS values are in constant 2011 prices, adjusted to purchasing power parities based to the United States of
America. Central and Southern Asia includes developing economies in Oceania.

Population growth and rising prosperity drive carbon dioxide emissions

Since 1990, global CO, emissions have increased by two thirds: from 22.7 Gt in 1990 to 38.0 Gt in 2019. This
translates to 1.8 per cent average annual growth. Between 2014 and 2016 CO, emissions remained almost constant,
partly due to a sluggish world economy and slowing construction and weak demand for steel. But from 2017 CO»
emissions’ growth resumed, and by 2018 the annual growth rate had returned to 2.3 per cent (Crippa et al., 2020). In
2019, the growth in emissions slowed down, before turning into negative in the face of the outbreak of COVID-19

(see above).

Much of the increase in CO, emissions observed over the last decades relates to world population growth and
increased consumption per capita, since consumption relies on the production of goods and services. In fact, CO»
emissions can be expressed as the product of population size, GDP per capita (GDP/population), and the carbon
intensity of production (COs/GDP):

GDP
Population

CO,

p— P ),
CO, opulation oDP
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An increase in GDP, the product of the first two factors in the equation above, leads to rising CO, emissions, unless
carbon intensity, the third factor, decreases at a higher rate than the growth of GDP. Some studies suggest that
carbon intensity decreases as a country's level of development rises, to the extent that GDP growth can be offset.
This would result in a bell-shaped relationship between GDP and emissions - the so-called "environmental Kuznets
curve". So far, research has provided mixed empirical evidence for the validity of this curve (see Stern, 2004;
Victor, 2010; Hoffmeister, 2013; Pacini and Silveira, 2014).

At the global level, real GDP has more than doubled over the last quarter century - from US$49 trillion in 1990 to
USSI127 trillion in 2019.! This is the result of a 45 per cent increase in the world population (1971: 5.3 billion, 2019: 7.7
billion) and a three-quarters' increase in real GDP per capita (1990: US$9 290, 2019: US$16 470) (see figure 3).

Decreasing carbon intensity cannot offset GDP growth in the less developed
regions

Global carbon intensity reduced by over one third from 1990 (458 carbon intensity Of GDP
g/US$) to 2019 (299 g/USS$). That means, CO> emissions have grown d -
own one_third

at a slower pace than GDP. This decoupling of CO, emissions from .
GDP has been most significant in Europe, where carbon intensity since 1990
fell by 55 per cent since 1990, and almost as much in Northern

America (-19 per cent).

Over the past 29 years, carbon intensity has decreased less in regions consisting mainly of developing economies.
Eastern and South-Eastern Asia released over three times more CO» in 2019 than in 1990, reducing carbon intensity
by only 27 per cent. Recently, their carbon intensity has been declining notably, from 2012 to 2017 at an annual rate
well above 3 per cent. However, the reduction in carbon intensity over the last three decades did not compensate

for the extraordinary increase in GDP per capita; it was just enough to offset the population growth.

In Sub-Saharan Africa carbon intensity of the economy dropped by 38 per cent from 1990 to 2019, compared to 17
per cent in Latin America and the Caribbean. In Australia and New Zealand, carbon intensity decreased by 34 per

cent.
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|.||| Figure 3. Population, GDP per capita and carbon intensity contributions to CO, emissions growth, by

region
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Source: UNCTAD calculations based on Crippa et al. (2020).

Notes: CO, emissions from fossil fuel use (combustion, flaring), industrial processes (cement, steel, chemicals and urea) and product use are included.
Rates based on USS values are in constant 2011 prices, adjusted to purchasing power parities based to the United States of America. Central and Southern
Asia includes developing economies in Oceania.

Europe is the only region where the overall amount of CO2 emissions is lower today than in 1990, by almost 30 per

cent. Northern America is close to 1990 levels, but the remaining regions are well above.
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As countries are connected by global value chains and trade
relations, the observed growth in carbon intensity of GDP in
developing regions may be driven by demand for carbon-intensive
final products in other regions. In fact, studies based on inter-
country input-output tables prepared by the OECD (2018) find that
demand-based CO, emissions of developed economies are

generally higher than their production-based emissions, while most
developing economies are net-exporters of COs emissions embodied in final products (Wiebe and Yamano, 2016).
As environmental policy is more stringent in some regions than in others, companies can save production costs by

relocating carbon intensive production processes globally, a process described as "carbon leakage" (Lanzi E. et al.,

2013).

Energy demand dropped in early 2020, but rebounded at the end of the year

Fuels are mostly burned to produce energy. For that reason, CO, emissions and energy supply are closely
interlinked. According to the IEA (2019), this subcomponent of total CO, emissions, ie. energyrelated COs
emissions, accounts for two thirds of CO, emissions globally. Despite an extraordinary decline in energy demand in
2020, energy-related CO, emissions still reached 31.5 Gt, compared to 33.0 Gt in 2019, according to IEA (2021). They
estimate that the global energy demand will increase by 4.6 per cent in 2021, due to the expected recovery from the

COVID-19 pandemic.

Energy is an indispensable input for most processes generating value added in an economy. This means that
energy intensity (Energy/GDP) is an important determinant of the carbon intensity of GDP (CO./GDP). The other

determinant is the carbon intensity of energy supply (CO./energy), as the decomposition below shows:

CO, | |Energy|l CO,
GDP| | GDP || Energy
Figure 4 demonstrates the important role of efficient energy use in Energy intensity o

reducing the carbon intensity of GDP. From 2008 to 2018, energy .
reducing, g

intensity reduced on average by 1.7 per cent each year. During that

0
time, developing and developed economies in Asia and Oceania aImOSt ZA)
achieved significant reductions in energy intensity, by 16 and 17 per per year :
cent respectively. However, due to rising emissions per unit of since 2008

energy supplied, the reduction of carbon intensity of GDP was

smaller: 8 per cent in developing and 13 per cent in developed Asia and Oceania. In Latin America and the
Caribbean and in Africa, carbon intensity of energy supply remained almost unchanged. Cuts in energy intensity,
however, enabled reducing the carbon intensity of GDP also in those regions by 4 and 11 per cent, respectively. By
contrast, In Northern America and Europe, both energy intensity and carbon intensity of energy supply were
considerably reduced. Due to higher saving in energy per unit of GDP, the overall reduction in carbon intensity of
GDP was slightly higher in Northern America (-27 per cent) than in Europe (-23 per cent). Thus, if GDP did not

grow, COz emissions from fuel combustions would have declined in all regions of the world over the last decade.
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|.||| Figure 4. Changes in energy intensity (SDG 7.3.1) and carbon intensity, by region, 2008-2018
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Source: UNCTAD calculations based on OECD (2021b).
Notes: Emissions not caused by fuel combustion are not included. USS values are in constant 2010 prices, adjusted to purchasing power parities based to
the United States of America. Central and Southern Asia includes developing economies in Oceania.

Soon after the start of 2020, demand for energy fell sharply due to the measures taken against the COVID-19
pandemic around the world. China, hit by the pandemic first, saw their weekly energy demand fall by 15 per cent,
whereas in the Republic of Korea and Japan the estimated impact of COVID-19 measures on energy demand
remains below 10 per cent. In Europe, the periods of partial lock down cut weekly energy demand by 17 per cent on
average, while countries with a higher share of services and greater stringency of lockdowns saw their energy
demand reduce by as much as 25 to 30 per cent. India’s full national lockdown reduced their weekly energy
demand by almost 30 per cent. Overall, the IEA estimated that for each additional month of restrictions in place as
of early April 2020, global annual energy demand would reduce by L5 per cent (IEA, 2021). In 2021, the pandemic

continues to impact global energy demand.

The falling demand has been reflected in sinking oil and gas prices. In March 2020, the UNCTAD free market
commodity price index for fuels recorded a historic drop of 33.2 per cent month-on-month (UNCTAD, 2021).

The impact of COVID-19 has been especially pronounced on transport. Since the outbreak of the pandemic, people
have not been travelling much, and the global number of flights collapsed from mid-March 2020. The number of
weekly commercial flights available was about 75 per cent lower in the first half of May compared with the start of
January 2020. In January 2021, the number of commercial flights remained almost 40 per cent lower than in
January 2020. But May 2021, is clearly, by 140 per cent, above the low levels of May 2020 (see Tourism section of

Developing economies in international trade).

While air transportation generates about 2 per cent of global emissions, road transportation contributes almost 12
per cent (WRI, 2020). [EA (2021) expects road transport activity to recover to pre-COVID-19 levels only in the last
months of 2021, while air transport demand would remain markedly below 2019 levels for all of 2021. They expect
a partial recovery: CO2 emissions from international aviation would remain one third below pre-pandemic levels in

2021, while emissions from road transport and domestic aviation would remain 5 per cent below 2019 levels.
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The impact of COVID-19 brought large changes to the global energy mix in spring 2020. While the share of coal
declined to below 23 per cent, renewables jumped to almost 13 per cent. Regional differences were large with major
geographic variations (IEA, 2021). IEA notes that, in 2021, coal demand has rebounded strongly, reversing all the
declines in 2020.

These developments led to notable short-term improvements in air quality, with NO, levels, a gas emitted from
burning fossil fuels for transportation and electricity generation, dropping recently. First, in some areas of China,
NO, concentrations dropped by 40 per cent from 2019 levels in January-February 2020. In March 2020, a 30 per
cent drop was recorded in the North Eastern part of the United States of America, and the NO, levels halved in
Europe by April 2020 (Carbon Brief, 2020; NASA, 2020; European Data Portal, 2020; CCSA, 2020). After a decline
in the COVID-19 measures, air pollution levels are bouncing back to their pre-pandemic levels, according to
satellite imagery (ESA, 2021).

A mixture of positive and negative trends - what will prevail?

Climate change continues to be a development issue, demonstrated particularly by the trends in Asia, where CO,
emissions have dramatically increased in tandem with the rapid growth of GDP per capita over the last decades.
Only decreasing energy intensity has limited the growth of CO, emissions in that region. This is a sobering
message, considering the urgent need to limit the concentration of greenhouse gases in the atmosphere. At the
same time, some statistics give hope: in most developed regions, CO, emissions have been diminishing for more
than ten years, despite continuous GDP growth. This provides signs that a decoupling of emissions from the

economic development is feasible.

The prolonged outbreak of COVID-19 has brought about an unexpected deviation from many long-term trends,
leading to an unprecedented fall of greenhouse gas emissions in early 2020 and a faster shift to renewable energy
sources. However, in light of latest data these changes seem temporary. Even if the pandemic has induced historical
reductions of CO, emissions in 2020, it will not be enough in the fight against climate change, and a partial bounce
back is expected in 2021. More effective and lasting efforts are needed to reduce CO, emissions and other
greenhouse gases to limit global warming to below 2°C or especially below the 1.5°C target by 2100. As populations
and GDP per capita continue to grow, a drastic reduction in carbon intensity will be required. Rising energy

efficiency serves as an important step in that direction, as well as renewable and cleaner energy.

Involving the private sector in the sustainable development agenda

Recent global trends, not the least of which is the COVID-19

pandemic, emphasize the role of sustainability reporting in

Private business sector
mentioned in

only one
SDG target: 12 6

transitioning to a more sustainable economy. The business sector is

identified in the Addis Ababa Action Agenda as a significant player m
in the financing of sustainable development (United Nations, 2015).
Their actions contribute directly or indirectly to the attainment of —

all SDGs, including the state of the environment and greenhouse

gas emissions. Nonetheless, the business sector is mostly absent from the SDG targets and is explicitly mentioned in
only one of them: target 12.6, which calls for a greater integration of sustainability information in the regular

reporting cycle of firms.

This target and the related reporting are important for making companies’ contribution to the 2030 Agenda visible

and for encouraging them to review how their operations affect their stakeholders and the environment.
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Sustainability reporting promotes transparency in the business sector and increases business accountability to

society.

SDG indicator 12.6.1 aims to measure the number of companies that publish sustainability reports. Developing
consistent reporting on the indicator requires aligning multiple reporting frameworks, including the International
Integrated Reporting Council (IIRC, 2013) framework, the Global Reporting Initiative (GRI, 2019) standards, the
standards proposed by the Sustainability Accounting Standards Board (SASB, 2018), the Climate-related financial
disclosure recommendations (TCFD, 2017), the EU non-financial reporting directive (European Commission, 2014),
the Framework on environmental, social and governance factors (WEF, 2020) and the UNCTAD (2018) Guidance

on Core Indicators.2

To this end, UNCTAD and UNEP, as joint custodians of SDG

SDG indicatOI’ 12.6.1 RN indicator 12.6.1, identified four dimensions for sustainability

now has an ‘\;%{0/“%% reporting: economic, environmental, social and institutional. As

i i Sy a “minimum reporting requirement”, only reports that cover
internationally <> porting req y rep

agreed methodology

certain elements in a meaningful way will be counted as
sustainability reports for the SDG indicator. To further
strengthen sustainable practices and accountability, the

agencies also identified an “advanced reporting requirement” with more comprehensive reporting rules.

In September 2019, the IAEG-SDGs approved the concepts and methods developed by UNCTAD and UNEP, and
data collection for the indicator began. The framework does not add new reporting requirements, instead it

suggests a way to reconcile the existing frameworks.

Businesses striving to close large gaps in sustainability reporting

UNCTAD regularly convenes a Group of Experts on ISAR to discuss international accounting and reporting
standards in order to improve the availability, reliability and comparability of financial and non-financial

enterprise reporting, and especially to integrate sustainability information into business reporting.

Official statistics for SDG 12.6.1 are not yet available as companies are setting up the new sustainability reporting.
However, an initial review is possible by looking at an unrepresentative sample of company sustainability reports
as published by the United Nations Global Compact and GRI Sustainability Disclosure Database. In these samples,
in 2020, 85 per cent of companies were reporting on the minimum requirements for SDG indicator 12.6.1 and 40 per
cent on the advanced requirements the related UNCTAD Guidance (UNCTAD, 2018).

In March 2021, the preliminary review was based on a sample of almost 4 000 company reports in the two
databases. Although this is a collection of voluntary reports and not representative of the world population of
firms, the exercise still provides a first glimpse of current sustainability reporting practices and reveals some

regional patterns.

Studying every single report would be time consuming. Instead, machine learning and natural language processing
techniques have been used to analyse text syntax structures in the CoPs and identify keywords based on the 33

core elements listed in the UNCTAD Guidance, organised according to the four themes.?!

Figure 5 shows that most companies reporting in line with the minimum requirements cover three out of the four
reporting dimensions, ie. economic, environmental, institutional and social dimensions, with the institutional
dimension as the least covered dimension. Among companies following the advanced reporting requirements, the

environmental dimension has been the most under-reported area.
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The largest gaps in minimum reporting relate to indicators such as employee by contract type and gender;
stakeholder engagement surrounding sustainability performance; materiality assessment, sustainability strategy
and or principles related to sustainability; and employee training. While the largest gaps in advanced reporting
include greenhouse gas emissions and waste intensity; material consumption, sourcing of materials and reclaimed
or recycled materials used; biodiversity impacts; supplier and consumer engagement on sustainability issues; other
local community impacts; supplier social assessment; details of remuneration; and supplier environmental

assessment.

|.||| Figure 5. Sustainability reporting by dimension
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Source: Global Al Corporation with data from United Nations Global Compact (2020) and UNCTAD (2018).
Note: These are preliminary results from a non-representative sample. As much as the data on number of company reports reflect compliance with the
minimum and advanced requirements, they also reflect current data gaps,

Figure 60 reflects the availability of sustainability reports by company I'eportS
reporting requirements and region. The figure also reflects the . .
in the Americas, o

indication of the regional differences in voluntary reporting. It Asia and _Europe

in certain regi icas, Asi better aligned —
appears that in certain regions, such as, the Americas, Asia and - —
Europe, firms demonstrate a higher compliance with the UNCTAD Wlth SDG 12.6.1

Guidance than in others. Larger gaps in reporting of some regions

large data gaps in some regions. Still, these data can be taken as an

are evident, especially in Africa, Central, Western and Southern Asia and the Oceania.
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|.||| Figure 6. Sustainability reporting, by region
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Source: Global Al Corporation with data from United Nations Global Compact (2020) and UNCTAD (2018).
Note: These are preliminary results from a non-representative sample. As much as the data on number of company reports reflect compliance with the
minimum and advanced requirements, they also reflect current data gaps,

The overall quality of sustainability reports has improved across the world since the 2017 round of reports,
especially in the environmental, social as well institutional and governance dimensions, where the ratio of

reporting aligned with the minimum requirements almost doubled in these regions.

All in all, the 2030 Agenda has increased sustainability reporting among businesses and led to closer engagement
of international organizations and businesses to develop a commonly agreed upon and harmonized set of
indicators. The coming years will show if sustainability reporting will be used by an increasing number of firms to

demonstrate commitment to sustainable development.

Notes

1. In constant 2017 prices adjusted to purchasing power parity based to the United States of America.

2. The Guidance on Core Indicators, developed by UNCTAD upon request by the 34th session of the Intergovernmental

Working Group of Experts on ISAR, lists the main elements for entity reporting to monitor company-level contributions
towards SDGs (UNCTAD, 2018).

3. Additional complexity is caused by the fact that the CoPs are reported in over 20 different languages and in different
formats. Therefore, the algorithms use multiple data cleaning, noise reduction and filtering methods to better identify
relevant content for each indicator.

4. The calculations were performed by Global Al Corporation.
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UNCTAD technical cooperation in support of SDGs

UNCTAD gears its technical cooperation towards contributing to the achievement of the 2030 Agenda. UNCTAD’s

technical cooperation projects are delivered at an interregional, regional and country level (see figure 1).

e Figure 1 - Distribution of project expenditures by region, 2020
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Source: UNCTAD (2021a).

The UNCTAD Toolbox (UNCTAD, 2015) has been developed to better align technical cooperation with the SDGs.
See table 1 for a mapping of UNCTAD technical cooperation to SDGs by theme and product.
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@ Table 1. UNCTAD technical cooperation, by theme and product, 2020

Cluster

Vil

XV

X

Vil

Vil

All

XVI

Xl

XVl

XVii

Xl

All

VI

Xl

Xl

VI

Vil

All

Theme

A

Al

A2

A3

A4

A5

A6

A7

A9

A10

AN

A99

B1

B2

B4

BS

B6

B9

B93

B99

a

C10

Q2

ec}

ca

c5

c7

c8

9

C96

C99

Product

Transforming economies, fostering sustainable development
Investment policy reviews

Services policy reviews

Trade Policy Framework Reviews

Science, Technology and Innovation Policy Reviews
E-commerce and the Digital Economy

Investment Guides

Non-tariff Measures

Trade Negotiations and the International Trading System
Sustainable Trade and the Environment

Investment Promotion and Facilitation

Others

Tackling vulnerabilities, building resilience

Support to Graduation from Least Developed Country Status
DMFAS - Debt Management and Financial Analysis System
UNCTAD Contribution to the Enhanced Integrated Framework
Market Access, Rules of Origin and Geographical Indications for the Least Developed Countries
Breaking the Chains of Commodity Dependence

Sustainable and Resilient Transport and Logistic Services
Assistance to the Palestinian People

Others

Fostering economic efficiency, improving governance
Voluntary Peer Reviews of Competition and Consumer Protection Laws and Policies
Competition and Consumer Protection Policies and Frameworks
Business Facilitation

Trade Facilitation

ASYCUDA - Automated System for Customs Data

Statistics

Enabling Accounting and Reporting on the Private Sector's Contribution to the SDG Implementation

Investment and Public Health

International Investment Agreements

Corporate Social Responsibility - the Sustainable Stock Exchanges Initiative
Other

Empowering people, investing in their future

SDGs

1,8,10,17

8,9,17

17

8,9,17

9,17

3,817

10,17

12,13,14,15

9,17

7

9,17

8,10, 17

8,9

8,9, 13,14

17

8,10

8,9,10,12,17



Cluster Theme Product SDGs

Il D1 Trade, Gender and Development 58

IX D3 Entrepreneurship for Sustainable Development 4,8

XV D6 Train For Trade 8,9,14,17
X D94 The Virtual Institute 7

XV D95 Course on Key issues on the International Economic Agenda - paragraph 166 17

All D99 Others

All E Others

Source: UNCTAD (forthcoming).

The UNCTAD toolbox currently features 28 technical cooperation projects, categorized into four overarching
themes. In 2020, 204 projects, spread across 74 countries, and accounting for US$35 million were undertaken (see
table 2).



@ Table 2. Technical cooperation expenditure by theme, product and SDG, 2020

Theme Product Multiple 1 3 4 5 7 8 9 10 12 13 14 15 16 17  Total

USS$ thousands

A Transforming 14 = 6 309 59 68 1 605 61 226 177 269 850 160 1 4
economies, 124 006 933
fostering
sustainable

development

B Tackling - 17 3 - - - 275 158 109 101 107 101 101 42 4 5
vulnerabilities, 673 686
building
resilience

c Fostering = = 15 116 197 54 1 5 674 144 8 8 5 1 6 21
economic 375 981 560 414 125 670
efficiency,
improving
governance

D Empowering 3 37 - 16 165 192 417 139 46 11 9 57 9 16 171 1
people, 289
investing in

their future

E Others 1460 - - - - - - - - - - - - - - 1
460

1477 54 24 441 422 314 3 6 889 482 300 435 6 1 m 35
194 883 520 633 974 039

Percentage

A Transforming 0.0 0.0 0.0 0.9 0.2 0.2 3.2 1.7 0.2 0.6 0.5 0.8 2.4 0.5 29 141
economies,
fostering
sustainable
development

B Tackling 0.0 0.0 0.0 0.0 0.0 0.0 0.8 0.5 0.3 0.3 0.3 0.3 0.3 01 133 16.2
vulnerabilities,
building
resilience

© Fostering 0.0 0.0 0.0 0.3 0.6 0.2 39 171 1.9 0.4 0.0 0.0 159 40 175 61.8
economic
efficiency,
improving
governance

D Empowering 0.0 0.1 0.0 0.0 0.5 0.5 1.2 0.4 0.1 0.0 0.0 0.2 0.0 0.0 0.5 3.7
people,
investing in
their future

E Others 4.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4.2

42 02 01 13 12 09 91 196 25 14 09 12 186 47 342 100.

Source: UNCTAD (forthcoming).
Note: “Multiple” means that some technical cooperation cannot be mapped to a single SDG.

UNCTAD technical cooperation expenditure has been mapped to the SDGs, allowing readers to understand how

each theme contributes to each SDG. Activities are also cross-classified by region to see where technical



cooperation expenditure by SDG has occurred (see tables 2 and 3).

@ Table 3. Technical cooperation expenditure by region and SDG, 2020

Region Multiple 1 3 4 5 7 8 9 10 12 13 14 15 16 17  Total

USS$ thousands

Africa = 17 3 222 39 12 835 2 307 214 164 164 2 450 3 10
779 533 204 944

Asia & Pacific - - 6 63 60 69 213 1 116 16 10 10 1 84 2 5961
643 620 050

Latin America & - - - - - - 340 887 39 15 - 92 880 358 1 3719

Caribbean 107

Europe - - - - - 9 - 231 - - - - 231 - 231 702

North America - - - o - o - = - - - - _ _ _ R

Interregional 1477 37 15 156 324 225 1 1 426 237 125 168 174 5 13
802 343 255 382 713

Total 1924 54 24 441 422 314 3 6 889 482 300 435 6 1 1 35
191 883 520 633 974 039

Percentage

Africa - 0.0 0.0 0.6 0.1 0.0 2.4 7.9 09 0.6 0.5 0.5 7.2 1.3 91 312

Asia & Pacific = = 0.0 0.2 0.2 0.2 0.6 47 0.3 0.0 0.0 0.0 4.6 0.2 59 170

Latin America & - - - - - - 1.0 2.5 0.1 0.0 - 0.3 2.5 1.0 32 106

Caribbean

Europe = = = = = 0.0 = 0.7 = = = = 0.7 = 0.7 2.0

North America - - - - - - - - - - - - _ _ _ R

Interregional 4.2 0.1 0.0 0.4 0.9 0.6 5.1 3.8 1.2 0.7 0.4 0.5 3.6 21 154 391
Total 42 02 0.1 1.3 12 09 91 196 25 14 09 1.2 186 4.7 342 100.
0

Source: UNCTAD (forthcoming).
Note: “Multiple” means that some technical cooperation cannot be mapped to a single SDG.



@ Table 4. Technical cooperation expenditure by theme, product and region, 2020

Theme Product

US$ thousands

A Transforming economies,
fostering sustainable
development

B Tackling vulnerabilities, building
resilience

C Fostering economic efficiency,
improving governance

D Empowering people, investing in
their future

E Others
Total

Percentage

A Transforming economies,
fostering sustainable
development

B Tackling vulnerabilities, building
resilience

C Fostering economic efficiency,
improving governance

D Empowering people, investing in
their future

E Others
Total

SDGs

1,3,8,9,10,12,

13,14,15,17

8,9,10,13, 14,

17

3,8,9,10,12,
15,16,17

4,5,8,9,14,17

1,3,8,9,10,12,

13,14,15,17

8,9,10,13, 14,

17

3,8,9,10,12,
15,16,17

4,5,8,9,14,17

Africa

1121

1119

8630

74

10
9447

32

3.2

24.6

0.2

0.0

31.2

Asia &
Pacific

268

303

5199

191

5961

0.8

0.9

14.8

0.5

0.0

17.0

Latin
America
&
Caribbean

159

113

3400

46

3719

0.5

0.3

9.7

0.1

0.0

10.6

Europe

697

702

0.0

0.0

2.0

0.0

0.0

2.0

North
America

0.0

0.0

0.0

0.0

0.0

0.0

Inter
Regional

3385

4151

3743

973

1460

13713

9.7

10.7

2.8

4.2

39.1

Total

49335

5686

21670

1289

1460

35039

141

16.2

3.7

4.2

100.0

Source: UNCTAD (forthcoming).



|.||| Figure 2. Percentage distribution of project expenditures by SDG

(In percentage of total expenditure)

50 A

40

30 @

20

A
10
= I
o A A N . ol oy

Multiple  Goal 1 Goal3 Goal4 Goal5 Goal7 Goal8 Goal9 Goal10 Goal12 Goal13 Goal14 Goal15 Goal16 Goal 17

A 2018 12019

Source: UNCTAD (forthcoming)

References

m OECD (2021). Glossary of statistical terms. Available at https://stats.oecd.org/glossary/indexhtm (accessed 11 May 20217).

= UNCTAD (forthcoming). Review of the technical cooperation activities of UNCTAD and their financing. Report by the
Secretary-General of UNCTAD. Annex lI: Statistical table. Geneva.

= UNCTAD (2015). UNCTAD Toolbox: Delivering results. UNCTAD/TC/2015/1/iPub. Available at
https://unctad.org/en/Pages/TC/TC-Products-in-the-Toolbox.aspx (accessed 7 June 2019).

® UNCTAD (2021a). UNCTAD Annual Report 2020 - Road to recovery. Available at https://unctad.org/webflyer/annual-report-
2020-road-recovery-highlights (accessed 14 June 2027).

® UNCTAD (2021b). Classification of Non-Tariff Measures. Available at https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-
Tariff-Measures/NTMs-Classification.aspx (accessed 15 May 2021).

SDG PULSE 2021 202


https://stats.oecd.org/glossary/index.htm
https://unctad.org/en/Pages/TC/TC-Products-in-the-Toolbox.aspx
https://unctad.org/webflyer/annual-report-2020-road-recovery-highlights
https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-Measures/NTMs-Classification.aspx

UNCTAD TrainForTrade - Strengthening knowledge for
sustainable economic development

The UNCTAD TrainForTrade programme provides bespoke technical assistance to developing countries. The aim
of the programme is to empower countries to participate in, and reap the benefits of, international trade in an

equitable and sustainable manner. The programme has three goals:

1. Build sustainable networks of knowledge to enhance South-South cooperation and national ownership;
2. Promote digital solutions and innovative thinking to enhance capacities of international trade players;

3. Encourage development-oriented trade policy to reduce poverty and to promote transparency and good practices in
trade.

The UNCTAD TrainForTrade programme is vitally important in achieving the 2030 Agenda
for Sustainable Development and the Paris Climate Accords.
— President of Ireland, Mr. Michael D. Higgins (2018)

TrainForTrade contributes to the achievement of SDGs concerning life below water (SDG 14), industry innovation
and infrastructure (SDG 9), decent work and economic growth (SDG 8), gender equality (SDG 5) and ending
poverty in all forms (SDG 1). TrainForTrade also contributes to SDG 17, most directly to SDG Target 179, by
building the capacity of developing countries to support the implementation of sustainable development goals in
trade. Furthermore, in addition to timely management of the goods received, ports must prepare for the coming
effects of climate change: rising temperatures, rising waters and extreme weather events; they must also ensure the
environmental sustainability of their practices as part of global value chains. TrainForTrade also organises

specialised workshops addressing climate change and the carbon market, thus contributing to SDG 13 also.

GENDER DEGENT WORK AND INDUSTRY, INNOVATION CLIMATE

1 NO 13 14 LIFE BELOW 17 PARTNERSHIPS
POVERTY EQUALITY ECONOMIC GROWTH ANDINFRASTRUCTURE AGTION WATER FORTHE GOALS

AR

More than 5 000 participants from 2014 to 2018

Over the past five years, the programme has trained more than

Over 5000
participants
over 9 years,
completing on average

9 days of training

5000 participants!, completing, on average, nine full days of

training. In total, between 2014 and 2018, participants received

training equivalent to almost 45,000 full days, or 358,000 hours
(see table 1).
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@ Table 1. Total capacity development provided by TrainForTrade

Year(s) l‘fu'mber of e e To:ca! am'ount of Tot.al'am?unt of Numb'el" of cot.m.tries
participants total training in hours training in days receiving training
2014 1258 38% 68 077 8509 51
2015 1066 29% 64796 8 099 52
2016 836 36% 68 432 8554 67
2017 1332 32% 84 892 1061 77
2018 893 37% 71660 8957 68
2014 - 2018 5385 34% 357 857 44732 116

Source: UNCTAD TrainForTrade.
Note: For detailed information, see appendix 1.

TrainForTrade trained participants from 116 different countries during this 5-year period (see map 1). Africa and
Latin America and the Caribbean regions accounted for the bulk of this capacity development, with 55 per cent and

37 per cent of all persons trained, respectively (either face-to-face or via distance learning).

G Map 1. Nationalities of participants in TrainForTrade courses, 2014-2018

@D International e-commerce
@D International trade statistics
@D Port management

Disclaimer

Source: UNCTAD TrainForTrade.

Focus on port management and international trade

During the last five years, TrainForTrade has focused on three areas: (1) port management; (2) international
e-commerce; and (3) international trade statistics. Port management supports port communities in implementing
efficient and competitive port management services. The e-commerce training covers legal aspects of e-commerce,
best practices and digital identity, while the statistics training pertains to the compilation and use of trade-in-
services statistics and merchandise trade statistics. Courses are currently offered in English, French and Spanish.

Previously, courses were also completed in Portuguese - this option may again become available with funding.

TrainForTrade combines distance learning with face-to-face training. This is a an environmentally friendly and
cost-efficient method of delivering high-quality training that offers considerable flexibility, making it a pragmatic
approach for today’s busy world (for more information, see UNCTAD (2020a)). Between 2014 and 2018, UNCTAD

held a total of 150 TrainForTrade courses, either as face-to-face training or distance learning.
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Overall, 34 per cent of all participants between 2014 to 2018 were

female (table 1). The higher proportion of male participants is

teieeene
phedtree 34% of

tPeteee99q participants
TEETTRTTee are female

teeerereee

offered as both face-to-face training and as distance learning (in that case the corresponding proportions of female

partly explained by the fact that some courses are aimed at work
forces that are themselves male-dominated. This is especially true
of port management, which heavily influences the overall ratio. Of
course, participation in face-to-face training also depends on
countries’ nominations. In total, distance learning had more
female participants (44 per cent) than face-to-face training (29

per cent). This is true even when only including courses that were

participants were 44 and 36 per cent; see table 2 for gender distribution for each component and mode).

@ Table 2. Capacity development provided by TrainForTrade by programme component and mode of
training, totals for the period 2014-2018

Total Total Number
Number of . amount amount of
- L. . Proportion - a N
Programme area Component Mode $ participants $ female ¥ of @ of & countries
total training training receiving
in hours in days training
Port management Port management Face-to-face 2318 25% 267 484 33436 24
Port management Port performance Face-to-face 102 30% 3264 408 18
Port management Training the trainers Face-to-face 453 32% 21306 2663 34
Port management Training the trainers Distance learning 33 33% 256 32 7
International e- E-commerce best Distance learning 430 37% 12252 1532 18
commerce practices
International e- E-commerce for Face-to-face 103 24% 2713 339 n
commerce practitioners
International e- E-commerce for Distance learning 363 19% 7258 907 14
commerce practitioners
International e- Internet governance Face-to-face 75 4% 2072 259 13
commerce workshop
International e- Legal aspect of e- Face-to-face 183 43% 5304 663 45
commerce commerce
International e- Legal aspect of e- Distance learning 697 54% 17 808 2226 43
commerce commerce
International trade International Face-to-face 23 87% 736 92 14
statistics merchandise trade
statistics
International trade International Distance learning 140 69% 3360 420 29
statistics merchandise trade
statistics
International trade International services Face-to-face 80 40% 3024 378 47
statistics trade statistics
International trade International services Distance learning 385 47% 1020 1378 85

statistics

trade statistics

Source: UNCTAD TrainForTrade.
Notes: For detailed information, see appendix 1.



As is evident in table 2, port management is the main programme area of TrainForTrade. This training accounts for
54 per cent of all participants and 82 per cent of training days. It is an intensive development programme designed
to support ports to implement efficient and competitive port management services to increase trade flows and

foster sustainable economic development.

One of the greatest successes of the UNCTAD program was to bring us together - the
government with the private sector - to unite efforts and have the same vision for our ports

— Mr. Bismark Rosales, Port Manager - Jennefer, Bolivia, 2018

Capacity development relating to e-commerce accounted for 34 per cent of persons trained but only 13 per cent of
training days. More recently, trade statistics have become an important aspect of capacity development and
accounted for 12 per cent of persons trained. This includes courses in IMTS and SITS that both efficiently blend
distance learning and face-to-face training. For example, SITS is jointly run by UNCTAD Statistics and
TrainForTrade and begins with a six-week online training course run by a facilitator. Candidates who successfully
complete the course and pass the online tests may be invited to regional face-to-face workshops to further develop
their knowledge. The face to-face workshops are often run in cooperation with the United Nations Statistics

Division and the World Trade Organization.

Over 450 people trained and employed as trainers - promoting South-South
cooperation

Training of trainers is an important component of the port

453 trainers’ ski"s management training. Between 2014 and 2018, 453 trainers

were trained and employed as trainers. In most cases, these

de‘IEIODEd trainers were employed in their own countries. A

in 201 4-201 8 particularly important element of this course is to develop
trainers from the South, for each of the three language

networks (English, French, Spanish), who then go on to
train others from the South; 1e. a trainer from one
developing country trains future trainers in another developing country. In doing so, TrainForTrade makes an
important, albeit indirect, contribution to South-South Cooperation — an important ambition of SDG 17. Over the last
five years, 78 trainers from the Global South were trained and subsequently provided training in other developing
countries. Of these, 18 per cent were female (see table 3). The French-speaking network has trained the largest

number of trainers from the South - these trainers largely serve Francophone West Africa.
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@ Table 3. Total number of trainers trained by TrainForTrade, 2014-2018

Total participants

Total

By language network English 74
French 181

Spanish 98

By region Asian 93
African 243

Latin America n7

Total 453

Proportion female

34%

33%

29%

38%

30%

32%

32%

Participants from one developing

country

employed in another

Total

7

37

24

10

43

25

78

Proportion female
35%
1%
7%
50%
12%
16%

18%

Source: UNCTAD TrainForTrade.

High certification and satisfaction rates among participants

TrainForTrade  enjoys high certification and
satisfaction rates, see table 4. Between 2014 and 2018,
82 per cent of participants received certificates after
having completed their courses and passed online
exams. The average satisfaction rate among

participants was also high, at 84 per cent.

For additional testimonials, see the TrainForTrade

Golden Book (UNCTAD, 2020b).

Certification and satisfaction rates

A,

@ Table 4. TrainForTrade certification and satisfaction rates

Total participants

Year(s) certified Proportion female
2014 859 44%
2015 571 33%
2016 409 45%
2017 715 37%
2018 365 55%
2014-2018 2919 42%

87%

82%

80%

81%

76%

82%

both above 80%

1 8. 8.0 .8 ¢

Certification rate

Satisfaction rate

88%

78%

85%

82%

84%

Source: UNCTAD TrainForTrade.

Notes: For detailed information, see appendix 1. Proportion female and satisfaction rate based on courses that have those figures recorded. The
relatively low certification rate for 2018 is noteworthy. For some courses, a low certification rate does not reflect participants failing their tests,
but rather not being able to attend the course due to administrative constraints. This is true for a SITS face-to-face workshop in 2018.
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Notes

1. As some persons participate in more than one course, the number of participants does not equal the number of
individuals.

References
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= UNCTAD (2020b). Testimonials. Available at https://tftunctad.org/tft_documents/testimonials/ (accessed 12 June
2020).
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UNCTAD DMFAS programme - Strengthening debt
management in support of good governance

Concerns regarding rising levels of debt and vulnerabilities in developing economies have drawn attention to
problems with the transparency of debt statistics. There is broad consensus across the international community,
including the G20 (World Bank and IMF, 2018) and the United Nations General Assembly (United Nations, 2020),

that enhancing information sharing could help to avoid new episodes of debt distress.

Mandated by the UN General Assembly (United Nations, 2020) and UNCTAD member States (UNCTAD, 2016 para.
38.h), the UNCTAD DMFAS programme (UNCTAD, 2020) advises developing and transition economies in debt
management and helps them to record and report reliable debt statistics for policy making. UNCTAD work on the
recording, reporting and monitoring of debt statistics (the ‘downstream’ areas of debt management) complements
the work of the World Bank and the IMF who focus primarily on data sustainability analysis and medium-term debt
strategies (‘upstream’ debt management). The DMFAS programme follows a four-year strategic plan, currently
focusing on the Programme’s comparative advantages in technical assistance in the area of operational debt

management, from debt data recording and statistical reporting up through basic debt analysis (UNCTAD, 2015).

The Programme is funded through bilateral donor contributions, cost-sharing by beneficiaries, which has steadily
increased over the past 10 years, and UNCTAD’s regular budget. The current donors include Germany, Ireland, the
Netherlands, Switzerland and the European Union. Donors consider the DMFAS programme crucial for improving

debt management:

We congratulate the DMFAS program and the DMFAS user countries for the successful implementation
of the 2016-2019 Strategy and the positive evaluation findings which demonstrate the effectiveness and

clear added value of the Programme.

The DMFAS Programme provides a modern, effective and reliable system to register and store debt
data, perform safe and accurate debt transactions and facilitate reporting and transparency. More
importantly, the DMFAS program offers a comprehensive capacity development framework that

accompanies users from the installation of the system up to the point of reporting and analysis.

— Donor’s statement, November 2019

UNCTAD’s DMFAS system contributes to improvements in governance by increasing data

availability™ .. DMFAS has contributed to more complete and transparent reporting on debt.
— Assessment of UNCTAD: MI 9.3. (MOPAN, 2019)
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Sustainable debt is important for sustainable development

Timely and comprehensive statistics on the levels and composition of debt are a prerequisite not only for the
effective management of public liabilities but also for identifying risks of debt crises and limiting their impact
(United Nations, 2020). Reliable debt statistics contribute to the formulation of financial policies and strategies, and

consequently to improvement of financial stability and governance.

[The General Assembly] reiterates that timely and comprehensive data on the level and
composition of debt are necessary for, inter alia, building early warning systems aimed at
limiting the impact of debt crises, calls for debtor and creditor countries to intensify their

efforts to collect and release data.
— United Nations (2020)

The DMFAS programme contributes directly to the achievement of SDG 17.4 of the 2030 Agenda as it assists “in
attaining long-term debt sustainability through coordinated policies aimed at fostering debt financing, debt relief
and debt restructuring”. Training workshops, capacity-development and software tools enable better debt
management and reporting that help developing countries to improve their financial policies. The work also
contributes indirectly to poverty reduction (SDG 1) as better debt management and debt relief can help to take

steps towards economic recovery for heavily indebted poor countries.

1 NO 17 PARTNERSHIPS
POVERTY FORTHE GOALS
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[The DMFAS Advisory Group] appreciates that the Programme continues to be highly

relevant for developing countries, bilateral donors and other organizations, that it is highly
responsive to the needs of debt management offices and that it is making an important
contribution to the achievement of the Sustainable Development Goals.

— UNCTAD (2017 para 2)

DMFAS offers software, training and advisory services

The DMFAS programme offers countries a set of practical solutions for the management of public liabilities and

the production of debt statistics. These include:

= DMFAS debt management and financial analysis software designed to meet the operational, statistical and analytical
needs of debt managers and public debt strategies. This includes training in the installation, maintenance and use of the
software.

= (Capacity development in debt management skills through modules on debt data validation, statistics, debt portfolio
analysis and operational risk management.

= Advisory services, including needs assessments and advice on technical, administrative, legal and institutional debt
management. This includes assistance interfacing the DMFAS database with countries’ integrated financial management
systems.
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Currently, 58 countries and 84 institutions around the world use
DMFAS software for debt management. The software has been
continuously improved and is now in its sixth edition since 1982.
The software is available in four languages (English, French,

Russian and Spanish).

G Map 1. Geographical distribution of active DMFAS

countries, December 2020
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is available in
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Russian and Spanish
and used in 98 countries
by 84 institutions
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DMFAS has trained experts from 64 countries in debt management

Table 1 shows the number of officers that have benefited from training
in debt management procedures and best practices between 2011 and
2020. In total, between 2011 and 2020, 5 755 people from 64 countries
were trained by DMFAS. In addition, on average 370 experts
participated in each UNCTAD Debt Management Conference held

every second year since 2011.

SDG PULSE 2021
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5755 participants

from debt offices
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@ Table 1. Number of participants in capacity development events organized by DMFAS

2011
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 -
2020
Capacity development Training in debt validation, 90 345 195 240 138 282 184 209 200 72 1
for debt offices reporting and analysis 955
Functional training in using 324 276 192 245 120 244 134 233 159 91 2
DMFAS 001
IT related training and 100 125 80 70 60 152 71 132 43 54 887
advisory services
Other advisory services 58 90 96 95 27 73 95 123 95 144 912
Total 569 836 563 650 345 751 484 697 497 361 5
755
UNCTAD debt 380 - 310 - 343 - 390 - 430 - 1
management conference 853
Source: UNCTAD reporting.
Since 2016, DMFAS has systematically recorded detailed () 342 training and
statistics on DMFAS activities. In the five years from 2016 capacity development
to 2020, 342 workshops have been provided, to 2 790 —

participants. These participants were from 64 different

countries and 42 per cent were female (see table 2).
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@ Table 2. Number of DMFAS capacity development events organized by UNCTAD and number of
participants, 2016-2020

Numfber Total Proportion
° participant female
events
Capacity development Training in debt validation, reporting Data validation (initial) 22 263 52.5%
for debt offices and analysis
Data validation (follow-up) 10 192 58.9%
Debt statistics (initial) 9 132 41.7%
Debt statistics (follow-up) 2 18 23.1%
Debt portfolio analysis (initial) 8 119 37.8%
Debt portfolio analysis (follow-up) 3 40 42.5%
Other debt related training 13 188 34.6%
Functional training in using DMFAS Functional training in using DMFAS 69 844 47.6%
IT related training and advisory DMFAS Installation and other IT 44 204 27.0%
services workshops
Interfacing DMFAS with other systems1 33 248 39.5%
Other advisory services Implementation in partnership with 20 109 36.7%
DMF’
Workshops in coordination with 35 253 40.7%
partners
Expertise exchange study tours 35 168 51.2%
Workshops relating to countries’ 39 19 47.4%
projects
Total 342 2792 41.5%
UNCTAD debt 2 820 33.2%

management conference

Source: UNCTAD reporting.

Notes:

TWorkshops in interfacing DMFAS with other financial management information systems

2 Debt Management Facility (World Bank, 2020), including missions in DMFAS user countries for debt management performance assessment, medium-
term debt management strategy and debt management reform plans

Increasing DMFAS debt coverage facilitates debt management

Debt data recorded with the DMFAS software are easier to manage and report transparently to support financial
policy and stability. The DMFAS software facilitates the recording of both external and domestic debt. The DMFAS
programme uses a 90 per cent threshold to determine whether a country has comprehensive coverage of their
government external debt; i.e., if a country has at least 90 per cent of external debt instruments covered in the
DMFAS system it is considered comprehensive. The same 90 per cent threshold is set for government domestic

debt.

Figure 1 shows that over the last nine years, a consistently high proportion of DMFAS countries had comprehensive
data on external debt. In 2020, 52 of the 57 countries using DMFAS had at least 90 per cent of external debt

instruments recorded in DMFAS.



Over the last 10 year
the number of countries

recording domestic debt
using DMFAS has
increased from 4 to 41
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Source: UNCTAD reporting.

Figure 1 also shows an increasing number of countries using
DMFAS to record domestic debt. The number of countries with
comprehensive data on domestic debt also increased over the time
period, but the figure shows that it takes some time for new DMI'AS
users to develop a more comprehensive debt database. In 2020, 41
institutions were recording domestic debt in DMFAS. Among these
41 institutions, 28 had at least 90 per cent of domestic debt
recorded in DMFAS.

Figure 1. Number of countries recording debt using DMFAS

2013 2014 2015 2016 2017 2018 2019 2020

@ Using DMFAS and meeting criteria for comprehensiveness

DMFAS helps to improve transparency and quality of debt reporting

The DMFAS programme also supports its clients to disseminate debt statistics and to perform debt analysis. The

programme does this by offering initial and follow-up capacity development modules. For example, a first module

helps countries to develop their first debt statistics bulletin; a second helps them to review and improve the content

of the existing publications.

Both the number of DMFAS user countries that publish debt statistics bulletins and that publish debt portfolio

reviews on a regular basis has increased during the last seven years (see figure 2). Countries publishing debt

statistics have increased from 26 to 36 and countries publishing debt analysis have increased from 12 to 32. In 2020,

some countries experienced a setback in publishing a debt bulletins due mainly to the disruptions related to the

COVID-19 sanitary crisis.
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|/’ Figure 2. Number of DMFAS-supported countries publishing debt reports on a regular basis
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Source: UNCTAD reporting.

More integrated operation risk management with DMFAS

Several countries have asked that the DMFAS debt management operations be integrated with other financial
management systems, such as those typically used by treasury departments and budget departments. The latest
version of DMFAS software includes this facility, improving the accuracy and timeliness of debt service payments
and debt data. As a result, the number of countries where DMFAS is integrated with other financial management

information systems has increased from 8 countries in 2006 to 23 countries in 2020 (figure 3).

|/’ Figure 3. Number of countries with interfaces between DMFAS database and other financial management

information systems
30
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Source: UNCTAD reporting.
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UNCTAD Empretec - Inspiring entrepreneurship

UNCTAD Empretec! (UNCTAD, 2020) promotes entrepreneurship and enhances the productive capacity and
international competitiveness of SMEs in developing countries. The Empretec programme is implemented through
its national centres, established in 40 countries. Empretec’s core product, the Entrepreneurship training workshop,
promotes behavioural changes that helps entrepreneurs put their ideas into action and helps fledgling businesses

to grow.

One of the best programs I've ever been. It was an eye-opening experience for me because |
realized what I have to do more to become successful (or more successful) in my business.

— Marcus Schmidt, CEO, Siedler Alarm

Empretec enhances entrepreneurial skills and competences

The objective of Empretec training workshops is to develop entrepreneurship. In practice, this means developing a
set of specific competencies and practices that can be acquired and applied by entrepreneurs. Training is delivered
by 600 local, certified trainers and by a pool of approximately 30 international, master trainers. All trainers are

themselves entrepreneurs.

Target beneficiaries include micro, small and medium sized businesses; youth entrepreneurs; women
entrepreneurs; and intrapreneurs2. The Empretec programme targets SMEs with a track record of good business
performance, potential entrepreneurs with promising business ideas, and start-up companies with bankable project
proposals. Training should lead to SME growth, linkages with larger enterprises including MNEs, job creation and
increased investment. Empretec also supports and promotes entrepreneurship among women and provides tailored

mentoring and training. The Women in Business Awards also contribute to realizing these aims.

Empretec trains managers or intrapreneurs to identify business opportunities. It also trains employees to adapt to
changes, like downsizing or outsourcing, or those who have lost their job and would like to start their own
businesses. Empretec also participates in the Global Entrepreneurship Week (Global Entrepreneurship Network,

2020) with the aim of inspiring young people to embrace innovation, imagination and creativity.

Empretec contributes directly to SDG 4 and its target 4.4 to substantially increase the number of youth and adults
who have relevant skills, including technical and vocational skills, for employment, decent jobs and
entrepreneurship by 2030. It also supports SDG 8 and its target 8.3 to promote development-oriented policies for
productive activities, decent job creation, entrepreneurship, creativity and innovation and in support of micro,
small and medium enterprises. In addition, Empretec supports the achievement of the 2030 Agenda more widely, as
it contributes indirectly to progress towards SDGs | (no poverty), 2 (zero hunger), 5 (gender equality), 10 (reduced
inequalities), and 17 (partnerships for the SDGs). See the UNCTAD Toolbox (UNCTAD, 2015) on entrepreneurship

development for more details about the link between Empretec and the SDGs.
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Entrepreneurs train entrepreneurs in Empretec training activities

Empretec has active training centres in 40 locations around the Almost h?lf ) mllllon
world. Since its inception in 1988, Empretec has successfully persons tl‘alned since 1988

trained over 477 000 people, or empretecos, helping them to found

or expand businesses and create jobs in the process.

|.||| Figure 1. Cumulative number of empretecos trained
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Over 4000 Workshop | Since 2014, Empretec has collected activity and outcome
between 201 4 statistics on a regular and systematic basis. Between 2014 and
2018, more than 4 000 workshops have been held at which
and 2018 P

more than 103 000 people were trained.



@ Table 1. Number of Empretec workshops and persons trained

Region Centres  Workshops Number of people trained
2014 - 2014 2015 2016 2017 2018 2014 -
2018 2018
Sub-Saharan Africa 17 790 6144 6928 5939 5182 4909 29102
Latin America and the 15 3326 12299 17 280 14941 13828 14859 73207
Caribbean
Central Asia 1 12 75 21 96 = 72 264
Western Asia 3 23 365 93 32 - 22 512
South-Eastern Asia 2 8 = 176 = = = 176
Europe 2 10 120 - 113 - - 233
Total 40 4169 19003 24 498 21121 19010 19 862 103 494

Source: UNCTAD Empretec.
Note: See appendix 1for workshops per year and figures per country.

Latin America and the Caribbean and Sub-Saharan Africa accounted for the bulk of this capacity development,
accounting for 80 and 19 percent of the workshops, respectively, and 71 and 28 percent of all persons trained,

respectively.

G Map 1. Geographical distribution of Empretec training centres

Disclaimer

Sources: UNCTAD Empretec.

VERY useful as it focused on me as a person. It forced me to take a hard and honest look at
myself and the way I do things and defined precisely strong and weak points.
— Stephane Ferraton, Head of Procurement, Swiss Federal Railways in 2016
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Empretec’s Women in Business Awards focus on women'’s role in advancing the
SDGs

In 2008, Empretec launched the Women in Business Awards for developing countries. The award is granted every
two years to women who have participated in Empretec training to become outstanding businesswomen. Table 2
shows that African and Latin American countries account for the majority of entries (47 percent and 44 percent
Six rounds of Women #

respectively). Despite a modest number of entries, Western Asia, in

particular Jordan, has been very successful, garnering four podium

positions, including two first places, in 2008 and 2014. n BUSIness Awa rds
since 2008

In 2018, civil engineer Uneiza Ali Issufo won the Women in R%%%?%

Business Gold Award. She is the founder of ConsMoz Lid., a

construction company based in Nampula, Mozambique. She was

awarded this prize for her commitment to quality, sustainability and environmental protection, as well as her
pioneering leadership in a traditionally male-led sector. After participating in an Empretec entrepreneurship
training workshop in 2017, Ms. Issufo was able to expand her business so that it now employs 800 people and lands

large building contracts demanding top quality and green credentials.

@ Table 2. Women in Business Awards

Region Number of entries tor;u.;: :::(;::gs
2008 2010 2012 2014 2016 2018 2008 - 2008 - 2018
2018

Sub-Saharan Africa 14 23 10 15 25 25 112 8
Southern and South-Eastern Asia 0 0 1 0 2 1 4 1

Latin America and the Caribbean 9 18 26 17 21 16 107 ®
Western Asia 1 2 3 5 5 4 20 4

Total 24 43 40 37 53 46 243

Source: UNCTAD Empretec.

Empretec is a stepping stone on the way to more business activity

About half of the Empretec centres have followed up on the business activities of empretecos at three and twelve
months after the workshops. Participants have been followed up on four measures: sales, number of employees,

profitability of the participants’ businesses and number of businesses started among the participants.

Participants in Empretec Workshops Table 3 shows the average percentage increases
increase their business activity reported by centres. The follow-up shows that after the
during the year I workshops, empretecos have increased their business

after the workshop
by 34 to 38%

activity on all four indicators. Over the 5-year period

from 2013 to 2017, the average increase over three

|

months ranges from 12 per cent for the number of
people employed to 25 per cent for the number of new

businesses created. The corresponding numbers after twelve months are 34 and 38 per cent.
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@ Table 3. Business activity among empretecos after the Empretec workshops

(Percentage increase from baseline, at follow-up times of 3 and 12 months)

Indicator 3-month follow-up 12-month follow-up
2013 2014 2015 2016 2017 2013 2014 2015 2016
Sales 14 14 16 17 21 32 38 3l 3il
People employed 13 11 8 14 15 37 44 28 33
Profitability 12 17 14 16 22 29 45 36 32
New businesses 10 22 15 44 33 27 37 31 29

2017

42

27

40

63

Source: UNCTAD Empretec.

Notes: Numbers displayed are arithmetic averages of improvements (in percentage) reported by centers at country level. Reports that were not in the
form of percentages are excluded from this average. On average the numbers are based on 8 reports (range 5-11). See appendix 2 for figures per country.

Notes

1. Empretec is a Spanish acronym which blends emprendedores (entrepreneurs) and tecnologia (technology). The term

was introduced in Argentina in 1988.

2. Intrapreneur refers to a manager within a company who promotes innovative product development and marketing

3. Unfortunately, no control groups are available. Therefore, the growth figures presented here cannot be compared with

enterprises in same sectors and size classes that did not participate in Empretec
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Trade facilitation — making trade easier and faster

SDG indicators

SDG 10: Reduce inequality within and among countries
SDG target 10.a: Implement the principle of special and differential treatment for developing countries, in

particular least developed countries, in accordance with World Trade Organization agreements

SDG 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all
and build effective, accountable and inclusive institutions at all levels

Target 16.6: Develop effective, accountable and transparent institutions at all levels

SDG 17: Strengthen the means of implementation and revitalize the Global Partnership for Sustainable
Development

SDG target 17.11: Significantly increase the exports of developing countries, in particular with a view to
doubling the least developed countries’ share of global exports by 2020

SDG target 17.12: Realize timely implementation of duty-free and quota-free market access on a lasting basis
for all least developed countries, consistent with World Trade Organization decisions, including by ensuring
that preferential rules of origin applicable to imports from least developed countries are transparent and

simple, and contribute to facilitating market access

Administrative hurdles and cumbersome border procedures can account for 75 per cent of all delays to shipments.
The main objective of trade facilitation is to reduce the complexities and costs associated with lengthy border
procedures and controls, while maintaining efficient compliance controls. Trade facilitation contributes to the
achievement of the 2030 Agenda, in particular to the integration of developing countries to global trade, tackling

trade barriers and improving the efficiency of trade by reducing delays and transaction costs.

To facilitate the implementation of the technical and institutional obligations arising from the 2017 WTO TFA, the
UNCTAD Trade Facilitation Programme UNCTAD (2020a) improves trade processes and competitiveness of
developing countries, including economies in transition, LDCs, LLDCs and SIDS. The programme aims to support
trade facilitation reforms and countries’ capacity to comply with related international and regional rules and

standards, including WTO commitments.

I have learned so much in this programme. Now, I think of trade facilitation in a different way.
I understand better all the things that the Sudan can do and how important it is to mainstream
trade facilitation in its development policy.

— Mohammed Adam, rapporteur of Sudan NTFC



Supporting national trade facilitation committees

By providing intensive professional training - via the Empowerment Programme for National Trade Facilitation
Committees — UNCTAD helps committees fulfil their mandate and implement, in a coordinated manner, trade
facilitation reforms, including the provisions of the Agreement on Trade Facilitation, and monitor implementation.
UNCTAD also supplies technical assistance, including: tailored training in trade, transit and transport facilitation;
advisory services on ratification of the Agreement; and assistance in the creation and sustainable operation of

national trade facilitation committees.

The UNCTAD Trade Facilitation Programme assists developing countries with the implementation of trade
facilitation measures, such as needs assessments and development of national trade facilitation and project plans.
UNCTAD capacity building and advisory services help countries to monitor and evaluate trade facilitation
initiatives, establish legal frameworks for trade-related single windows, simplify trade procedures and train

national transit coordinators. UNCTAD also supports regional trade facilitation initiatives.

The effectiveness of the programme stems from strong cooperation not only with external partners such as the
World Customs Organization and the International Trade Centre, but also with other experts within UNCTAD,

working at the crossroads of trade facilitation with customs automation and e-commerce or non-tariff measures.

Trade facilitation — has assisted 56 countries since 2016

Since 2016, UNCTAD has developed capacity in 56 countries around the world to improve their trade facilitation.
Of these, 34 countries were in Africa, 10 in Latin America and the Caribbean and 12 in Asia and Oceania. In total, 21
countries were SIDS and 17 LLDCs (see Map 1). 60 per cent of capacity development was done in kEnglish, 35 per
cent in French, and 5 per cent in Portuguese.

G Map 1. Countries receiving UNCTAD trade facilitation support in the empowerment programme (4

.
categories)
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Source: UNCTAD (2020a).

Of those 56 countries, 45 are WTO Members. 89 per cent of them have ratified the WTO trade facilitation agreement

and 96 per cent have notified to the W10 Committee on Trade Facilitation their category A, B and C provisions.
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The UNCTAD Trade Facilitation Programme builds on the cooperation with other related UNCTAD technical
assistance programmes, such as the UNCTAD ASYCUDA , which is used by the Customs administrations of over 90

countries, and UNCTAD Trade Portals. These programmes are key instruments for the implementation of various
provisions of the WTO TFA.

UNCTAD Empowerment Programme

The UNCTAD Empowerment Programme (UNCTAD, 2020b), as part of the wider Trade Facilitation programe,
provides an intensive professional programme for NTFCs. The main objective is to help them implement trade
facilitation reforms in a coordinated manner, including the provisions of the WTO FTA. This programme is
undertaken in cooperation with a number of partners, including the I'TC, Deutsche Gesellschaft fir Internationale
Zusammenarbeit, UNECE, UNIDO, World Bank Group, World Customs Organization and the WTO.

Almost 2,500 participants trained since 2016

Since 2016, the Empowerment Programme has trained almost 2,500 Since 201 6,
people in 34 countries. Of these, 24 countries completed the full 34 countries

have completed the
Empowerment Programme

participation was 42 per cent, but this ranged from as high as 73 per cent in some countries to no female

empowerment programme and 10 received other support to their
NTFCs. 26 countries are African, and eight were from Latin

America and the Caribbean (see Map 1). On average female

paticipation in one country. 19 per cent of participants were from the private sector and 81 per cent from the public.
Members of the NTFCs accounted for 57 per cent of course participants on average. 80 per cent of participants sat
the exams, with 91 per cent of those successfully passing. In 2020, a further eight countries in Africa began

receiving support.

@ Table 1. Total capacity development training provided by Empowerment Programme

Number of Per cent
Year Countries Participants Events Languages Female NTFC Participants  Participants

participation Members Sitting Passed

participation Exams Exams
2016 3 291 9 1 45 43 96 94
2017 14 1162 30 3 29 69 71 84
2018 12 402 18 3 45 54 74 96
2019 12 636 35 1 52 61 78 91
2016-2019 34 2491 92 3 42 57 80 91

Source: UNCTAD, based on answers received to an UNCTAD survey circulated from July to September 2019.
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Empowerment programme supports NTFCs

The knowledge shared by the resource experts has encouraged greatly the inter-agency

collaboration in Nigeria to enhance trade and reduce time as well as cost of imports and

exports.
94% of countries
apply the
knowledge

l‘ acquired

support their NTFCs.

@ Table 2. Feedback on training

(Percentage)
Year Improved kn.o'wle.dge
of trade facilitation
2016 a5
2017 79
2018 88
2019 97
2016-2019 87

— Austin Oko Opiege, Member of Nigeria NTFC

UNCTAD evaluates the training by collecting feedback from
participants. According to this feedback, 94 per cent of
respondents reported using the knowledge acquired during
training. 87 per cent reported improved knowledge of trade

facilitation, and 78 per cent felt they were in a better position to

Improved specific Taking exams Practical Exercices Participants better
knowledge helped helped able to support NTFC
82 66 84 75
76 43 72 70
85 51 69 78
95 63 95 90
84 56 80 78

Source: UNCTAD, based on answers received to an UNCTAD survey circulated from July to September 2019.

All countries make changes after training

All 34 countries reported making changes during and after taking the UNCTAD Empowerment Programme. 10

countries introduced supporting legislation, 20 drafted terms of reference, 20 prepared trade facilitation roadmaps

and 26 issued notifications in preparation for the WTO TFA.
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@ Table 3. Number of countries implementing changes
(by type of changes and year)

Countries
implementing
Year changes Legislation ToRs Project Roadmap
proposal

2016 3 1 2 1 1
2017 14 2 5 4 4
2018 12 3 6 2 7
2019 12 4 7 7 8
2016- 34 10 20 14 20
2019

Types of changes implemented

Knowledge Repository NTFC Notifications Other
Transfer Case Workplans  to WTO TFA
Strategies
1 1 2 2 0
3 9 2 10 5
3 3 5 5 0
6 0 7 9 4
13 13 16 26 9

Source: UNCTAD, based on answers received to an UNCTAD survey circulated from July to September 2019.

The feedback shows that the Empowerment Programme has
helped countries prepare for the WTO trade facilitation
negotiations and for the Agreement itself. Today, according
to data gathered in the UNCTAD Repository for NTFCs

76% of participating countries
send notification for 2017
WTO Trade Facilitation Agreement

(UNCTAD, 2020¢), 103 countries have established NTFCs. 29 of these committees have only been established since

2016.

||||| Figure 1. "Year of establishment and cumulative number of NTFC
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@ Cumulative total

In 2019, UNCTAD launched a series of online courses which recapitulate some of the key lessons of the

Empowerment Programme. Since their launch in September 2019, up to March 2020, the online courses had

registered 3,500 users, who have benefited from over 1,000 training hours. During 2020, UNCTAD plans to make

these courses available additionally in French and Portuguese.
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The courses show that trade facilitation is much more than just the Trade Facilitation
Agreement, in that they also help to put the Agreement into a broader perspective by
addressing the intricate interplay of the various provisions with commerce and the wider
sustainable development agenda. : :

— Ricky Jnbaptiste, Attaché, Mission of the Organisation of Eastern Caribbean States in

Geneva

Outcomes

UNCTAD’s approach to supporting NTFCs in developing economies, including LDCs, seems to be working. This is
reflected in the results of a survey undertaken during the summer of 2019, where countries benefitting from the
Empowerment Programme reported being more optimistic about the sustainability of their Committees. On a scale
of 0 to 100, LDCs that have been supported by UNCTAD rated the sustainability of their Committees at 63,

compared to 50 for those committees that were not assisted by UNCTAD.

Notes

1. For more information, please see UNCTAD transport and trade facilitation newsletter (UNCTAD, 2020d).
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Adding to the sum of knowledge with research on trade and
sustainable development

In July 2017, UNCTAD launched a new research paper series (UNCTAD, 2020). Since that time, 41 research papers
have been published, which have been downloaded almost 86,000 times. This chapter provides a brief statistical

overview of this series.

Research is to see what everybody else has seen,
and to think what nobody else has thought
— Albert Szent-Gyorgyi

The papers cover a wide variety of topics, ranging from Brexit, to digital platforms, to fishery subsidies. For the
purposes of this analysis, the research papers have been categorized into seven broad themes (see table 1). This is

of course a simplification, as most papers deal with several complex themes simultaneously.

@ Table 1. Number of research papers published, by broad theme

Broad theme

Year of publication

Trade Development Digital Finance Competition Climate Industrialisation Total
/ SDGs change
Jan - Mar 2020 2 0 = = 1 = o 3
2019 7 2 0 2 - - - n
2018 7 2 1 1 o 1 o 12
July - Dec 2017 8 3 2 1 - - 1 15
Total 24 7 3 4 1 1 1 Y]

Source: UNCTAD calculations based on data from UNCTAD (2020).

Trade related papers accounted for almost 60 per cent of all

Research papers
downloaded almost
global gender indices, nowcasting trade, development status, 86 000 times
free trade agreements and value chains. Sustainable Ll Since JUIy 2017

development, which included papers dealing with the political

research papers published. They cover a rich variety of topics

including tariffs, non-tariff measures, subsidies, gender-in-trade,

economy of SDG measurement, the digital and infrastructural divide, Big Data, enterprise contribution to SDGs and

inclusive development, accounted for a further 17 per cent.

Since the series was launched in July 2017, almost 86,000 papers have been downloaded. Unsurprisingly, trade-

related papers account for the bulk of these (70 per cent) - see table 2.
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@ Table 2. Number of downloads by year of publication, year of download

Number of downloads

Year

Trade Development Digital Finance Competition Climate Industrialisation Total
/ SDGs change

Per year of publication
Jan - Mar 2020 2420 - - - 853 - - 3273
2019 24752 1945 > 1429 > > ® 28126
2018 9559 2218 2259 441 - 4M0 - 18 587
July - Dec 2017 23091 5900 4047 701 = = 2167 35906
Total 59 822 10 063 6306 2571 853 410 2167 85892
Per year of download
Jan - Mar 2020 14 019 v 930 357 853 795 145 18 216
2019 31698 4278 3915 1525 - 1669 812 43897
2018 13521 3724 1461 689 = 1646 923 21964
July - Dec 2017 584 944 - - - - 287 1815
Total 59 822 10 063 6306 2571 853 410 2167 85 892

Source: UNCTAD calculations based on data from UNCTAD (2020).

Table 2 shows that downloads have been steadily increasing, from less than 2,000 in the first year (2017), to almost

44,000 two years later.

The monthly UNCTAD research papers views are illustrated in figure 1. The total number of downloads has

steadily increased since 2019, reaching more than 10 thousand in November 2019.



|/’ Figure 1. Publication downloads per month
(Thousands)
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Source: UNCTAD calculations based on data from UNCTAD (2020).

The three most downloaded research papers are:

16,423  African Continental Free Trade Area: Challenges and Opportunities of Tariff Reductions (Saygili et al.,
downloads: 2017).

13,776  Trade and trade diversion effects of United States tariffs on China (Nicita, 2019).

downloads:

6,114 downloads:  Brexit. Implications for Developing Countries (Nicita et al., 2019).

These three papers account for more than 36,000 downloads, or 42 per cent of all UNCTAD research papers

downloaded.

@ Table 3. Number of research papers by UNCTAD Division

UNCTAD divisions External All
Year of publication
ALDC DGDS DIAE DITC DTL

Jan - Mar 2020 = = ° 3 = = 3
2019 - 6 - 5 - - n
2018 2 4 1 4 1 - 12
July - Dec 2017 5 1 - 5 1 3 15
Total 7 m 1 17 2 3 a

Source: UNCTAD calculations based on data from UNCTAD (2020).

Table 3 shows the number of research papers by division. In cases where a paper was co-authored by an UNCTAD

staff member and an external author, that paper was classified to the division of the UNCTAD staff member. In



cases where no UNCTAD staff were authors, papers were classified as ‘external’. Given the prominence of trade

related papers, it is not surprising that DITC accounted for more than 40 per cent of papers published.

@ Table 4. Number of research papers by SDG

SDG
Year of publication

1 5 8 9
Jan - Mar 2020 - - - 1
2019 - 1 - 1
2018 = = 1 1
July - Dec 2017 1 - - 3
Total 1 1 1 6

All

10 3 14 7
2 3 6
2 3 8 15
1 10 13
2 2 18
6 1 3 33 52

Source: UNCTAD calculations based on data from UNCTAD (2020).

The research papers have been coded to SDGs. As with theme
classification, this is necessarily a simplification, as several papers
deal with more than one SDG. In table 4, some papers are classified
to two SDG goals, hence the total of 52 rather than 41. The

importance of goals 9, 10 and 17 is evident.

”ﬁ%tTAD 17 akicaons
research papers @
focus on SDG 17

It is important to note that research papers are only one of the release channels employed by UNCTAD. A number

of flagship reports, publications, policy briefs, conference documents and news articles have also been published

on topics relevant for sustainable development.
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The convening power of UNCTAD

SDG indicators

SDG 17: Strengthen the means of implementation and revitalize the Global Partnership for Sustainable
Development

SDG target 17.16: Enhance the global partnership for sustainable development, complemented by multi-
stakeholder partnerships that mobilize and share knowledge, expertise, technology and financial resources, to
support the achievement of the sustainable development goals in all countries, in particular developing
countries.

SDG target 17.17: Encourage and promote effective public, public-private and civil society partnerships,

building on the experience and resourcing strategies of partnerships.

The UN brings the world together to advance sustainable development and inclusive trade and economy for all
important for a better future for people and the planet, cannot be realized without

increased and effective cooperation of all stakeholders at all levels (Sustainability Knowledge Group, 2020).
UNCTAD uses its convening power to bring together governments, businesses, civil society, academia and other
international organizations. Together they debate, exchange experiences, identify best practices, and develop
global standards on the most pressing issues of the day. Most of these meetings and events take place at UNCTAD

headquarters in Geneva, Switzerland.!

Alone we can do so little; together we can do so much

— Helen Keller

Meetings include intergovernmental meetings, such as the TDB and its subsidiary bodies, and the Commission on
Science and Technology for Development, and fora, such as the Global Commodities Forum and e-Commerce

Week. But included are also study visits, seminars, short courses for diplomats and bilateral government visits.

UNCTAD held
290 formal
meetings

in 2019

In 2019, UNCTAD hosted 290 meetings (as registered on the
INDICO conference management system), up from 219 in 2017. For
roughly 60 - 65 per cent of meetings, detailed participant
information has been recorded, allowing more detailed analyses to

be undertaken (see tables 2, 3 and 4). Of the meetings where no

detailed participant information was recorded, more than a third
were internal UNCTAD meetings, including the UNCTAD Research Seminar Series, the UNCTAD Crossing the

Line: Research in Motion series, the Secretary General’s Town Hall meetings, and so forth. See table 1.2
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@ Table 1. Number of meetings registered on INDICO conference management system, 2017-2019

Total number of . . Of which number of Of which number of
. . Number of meetings Number of meetings . . . .
Year meetings registered on . , N . meetings without meetings without
with details without details . . . L.
INDICO details of which external  details of which internal
2019 290 189 101 60 Py
2018 264 157 107 68 39
2017 219 136 83 50 33
Total 773 482 29 178 13

Source: UNCTAD calculations based on data from UNOG-Indico (2020).
Note: The data do not include meetings related to the World Investment Forum.

o plela bty
g

More than
12 000 delegates
attended

UNCTAD meetings in 2019

In 2019, 189 meetings were held for which detailed information is
available. More than 12,000 delegates attended, of which almost 40
per cent (5,000) were female. Intergovernmental meetings, such as
the TDB, and topics like e-commerce drew the largest numbers of

participants, together accounting for more than 40 per cent of all

participants. Both total and female participation numbers were up
in 2019 compared with previous years. Investment (including the
multi-year expert meeting on investment, innovation and
entrepreneurship for productive capacity-building and sustainable
development) and trade meetings (including the multi-year expert

meetings on transport, trade logistics and trade facilitation and on

40 %
of delegates
were female

trade, services and development) also attracted high participant numbers (see table 2).
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@ Table 2. Number of registered meetings and participants, by broad meeting category and sex, 2017 - 2019

Theme Number of events Number of participants Nur:at:ircci:);::::ale N:ar;?cei;::]::';z;e
2019 189 12277 487 40
Academic 50 1228 725 59
ASYCUDA 18 73 7 23
Commodities 4 370 260 70
CSTD 4 683 65 10
Debt/Finance 14 759 218 29
Development/Climate 14 366 246 67
E-Commerce 7 2627 993 38
Intergovernmental 2 2632 896 34
Investment 12 1163 479 41
Legal/Competition 4 442 157 36
Maritime 2 61 7 28
Other 29 534 268 50
Trade 19 1339 530 40
2018 157 9631 3643 38
Academic 32 807 510 63
ASYCUDA 22 204 42 21
Commodities 6 933 278 30
CSTD 1 103 31 30
Debt/Finance 7 97 36 37
Development/Climate 2 380 108 28
E-Commerce 10 2510 989 39
Intergovernmental 19 2123 668 31
Investment 9 600 253 42
Legal/Competition 4 583 220 38
Maritime 4 286 104 36
Other 16 252 16 46
Trade 15 753 288 38
2017 136 9627 3359 35
Academic 25 570 322 57
ASYCUDA 15 58 3 22
Commodities 2 561 170 30

CSTD 6 523 155 30



Number of female Number of female

Theme Number of events Number of participants participants participants (%)
Debt/Finance 9 673 227 34
Development/Climate 8 175 58 33
E-Commerce 8 1446 577 40
Intergovernmental 7 2312 na 31
Investment 7 880 323 37
Legal/Competition 4 466 179 38
Maritime 6 307 94 31
Other 20 838 266 32
Trade 9 818 261 32
2017 - 2019 482 31535 1873 38

Source: UNCTAD calculations based on data from UNOG-Indico (2020).

Representatives from national governments are the single largest group attending UNCTAD meetings, accounting
for between 44 and 52 per cent, depending on the year. Academia, the private sector and non-governmental
organizations together account for between 30 and 39 per cent. In 2019, more than 5,400 participants representing
national governments attended UNCTAD meetings. This is an underestimate because, as noted in table 1, a further
60 external meetings were registered that year on the INDICO system, for which no participant details are

available.



@ Table 3. Number of participants by broad meeting category, 2017 - 2019

Theme

2019

Academic
ASYCUDA
Commodities
CSTD
Debt/Finance
Development/Climate
E-Commerce
Intergovernmental
Investment
Legal/Competition
Maritime

Other

Trade

2018

Academic
ASYCUDA
Commodities
CSTD
Debt/Finance
Development/Climate
E-Commerce
Intergovernmental
Investment
Legal/Competition
Maritime

Other

Trade

2017
Academic
ASYCUDA

Commodities

Government

5437

38

45

318

134

555

188

956

1881

362

288

188

465

4121

105

420

60

36

203

772

1528

145

351

131

45

321

5037

42

246

1GO (Inter
Governmental
Organizations)

553

43

30
68
106
m
23

27

14

483

37
104

ne

46

22

55

523

29

United
Nations

583

10

34

28

49

215

47

34

34

109

487

36

192

43

10

33

14

499

4

Private
sector

1249

85

24

86

556

9N

166

33

162

935

24

446

88

98

33

26

56

684

70

Academia

2297

1095

44

37

68

210

190

302

63

130

151

1710

26

pAll

83

144

87

27

m

1481

566

31

NGO (Non
Governmental
Organizations)

1226

12

103

37

m2

346

n2

159

25

78

227

965

99

23

30

442

2

54

32

27

72

61

817

9N

Other

897

61

55

31

225

198

ne

47

106

890

24

335

148

127

21

20

7

551

51

Press /
media

35

35

Total
number of
participants
12277
1228

73
683
164
742
589

2627
2632
1163
442

61
534

1339

9631
807
204
933
103
97
380
2510
2123
600
583
286
252

753

9 627
570
58

561



1GO (Inter . . NGO (Non Total
United Private ) Press /
Theme Government  Governmental . Academia  Governmental Other . number of
.. Nations sector .. media ..
Organizations) Organizations) participants
CSTD 345 12 26 28 29 72 n - 523
Debt/Finance 504 26 16 16 49 16 46 - 673
Development/Climate 83 14 26 8 n 24 9 - 175
E-Commerce 552 55 167 233 196 148 82 3 1446
Intergovernmental 1632 151 67 88 101 133 139 1 2312
Investment 371 55 24 81 72 87 85 5 880
Legal/Competition 262 32 4 8 92 40 25 3 466
Maritime 104 26 24 55 37 48 10 3 307
Other 504 33 45 36 96 76 39 9 838
Trade 392 87 52 60 98 82 47 2 818
2017-2019 14 595 1559 1569 2868 5488 3008 2338 10 31535
Source: UNCTAD calculations based on data from UNOG-Indico (2020).
One third of participants More than one third of participants did not record which country
who recorded 0 they represented at the time of registration. Many of these
their country participants represented international organisations, NGOs,
of Origin academia, or the private sector rather than countries. Of those that

came from Afrlca represented governments, almost one third came from Africa, with

Europe and Asia and Oceania together accounting for half of all

participants (see table 4).



@ Table 4. Number of participants by geographic region, 2017 - 2019

Latin America

Theme Africa Europe and the North America ,(A)sci:aanr:: Not Specified Total
Caribbean
2019 2259 1712 1186 103 2238 4779 12277
Academic 2 M6 4 25 137 944 1228
ASYCUDA 23 12 - - 10 28 73
Commodities 124 49 76 5 80 36 370
CSTD 140 36 47 7 67 386 683
Debt/Finance 173 m7 68 n 156 234 759
Development/Climate 75 21 53 - 50 167 366
E-Commerce 639 493 289 21 624 561 2627
Intergovernmental en 550 437 23 659 352 2632
Investment 122 79 54 4 156 748 1163
Legal/Competition 88 69 32 4 99 150 442
Maritime 9 5 2 1 3 a4 61
Other 73 72 31 - 62 296 534
Trade 180 93 93 2 135 836 1339
2018 2264 1374 883 70 1515 3525 9631
Academic - 77 - - 2 728 807
ASYCUDA 53 7 1 = 44 99 204
Commodities 222 52 70 n 107 458 920
CSTD - - - - - 22 22
Debt/Finance 12 27 10 6 38 102 195
Development/Climate 84 29 30 = 59 174 376
E-Commerce 633 521 383 27 619 327 2510
Intergovernmental 757 456 216 12 304 378 2123
Investment 76 31 23 1 86 383 600
Legal/Competition 151 70 50 5 85 222 583
Maritime 54 38 27 1 15 151 286
Other 69 20 12 2 30 19 252
Trade 153 46 61 5 126 362 753
2017 2184 1564 1228 252 1991 2408 9 627
Academic 0 218 42 123 36 151 570
ASYCUDA 29 6 3 1 19 - 58

Commodities 182 87 75 10 101 106 561



Latin America

Theme Africa Europe and the North America :\)S:::nr;: Not Specified Total
Caribbean
CSTD 66 103 67 26 n8 143 523
Debt/Finance 167 120 82 3 195 106 673
Development/Climate 33 7 21 1 28 75 175
E-Commerce 318 205 213 22 351 337 1446
Intergovernmental 678 401 323 38 535 337 2312
Investment 64 133 70 10 iz 362 880
Legal/Competition 77 78 58 6 102 145 466
Maritime 27 23 32 1 27 197 307
Other 243 97 121 8 186 183 838
Trade 200 76 121 3 152 266 818
2017-2019 6707 4 650 3297 425 5744 10 712 31535

Source: UNCTAD calculations based on data from UNOG-Indico (2020).

Reviewing meetings calendar as response to COVID19

Due to COVID-19, all meetings on the UNCTAD premises were put on hold. UNCTAD has been able to react quickly
to these novel circumstances, however, already organising and hosting a myriad of online events, consultations and
webinars in 2020. The e-Week of online events, for instance, was held from 27 April to 1 May 2020 and attracted
more than 2000 registered participants (UNCTAD, 2020a).

Notes

1. More information about the UNCTAD upcoming events and the UNCTAD meetings calendar are available online

(UNCTAD, 2020b, 2020c¢).

2. These statistics only cover meetings and events organized by UNCTAD at its headquarters in Geneva. Many other
meetings organized by UNCTAD at the regional or national level, outside Geneva, are not counted. The data also do not
include meetings co-organized by UNCTAD outside the Palais and do not include the World Investment Forum.
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Remoteness

Overcoming the tyranny of distance to achieve sustainable development

Little has been said about the challenges and opportunities associated with remoteness for achieving the 2030
Agenda for Sustainable Development. Remoteness or isolation is an important dimension of vulnerability; one that
is not always negative. [solation or geographic remoteness can create unique, resilient communities with strong
traditions and cultures, help preserve rare or fragile ecosystems; and as witnessed over the last 18 months, shield

communities from the worst effects of global pandemic.

Building a strong economy may require more innovation in a distant location without natural trade relations with
bordering countries and with long distances to markets that offer higher volumes of demand. Remoteness results in
higher costs of connecting to global value chains that need to be overcome to ensure competitiveness. Remoteness
can also be especially challenging for small economies where domestic demand is insufficient for sustained

economic growth, forcing businesses to access far-away destinations to reach larger markets.

Remoteness refers to Remoteness has many attributes other than just geographical
distance. A standard dictionary definition of remoteness is typically
phy8|ca| dlstance > comprised of two parts: The first focuses on physical distance (the

geographic dimension) and the second on a lack of connection. Due

al‘ld to its multidimensional nature, remoteness can influence all aspects

lack of connection

of sustainable development.

The 2030 Agenda (United Nations, 2015) set 17 goals for sustainable
development addressing economic, social and environmental development challenges with the principle of leaving
no one behind. In view of that principle, it is important to consider the specific challenges and opportunities faced
by remote economies, such as small island developing states, some LDCs or LLDCs that must start their pursuit of

sustainable development from a more challenging baseline.

The plight of island nations has been an issue of analyses and concern going back to the 1960’s. The SIDS, that set
of countries recognized as being particularly vulnerable to economic and environmental shocks, was first formally
recognized at the Earth Summit (United Nations, 1992), held in Rio de Janeiro, Brazil in 1992. But the international
community had recognized that developing island countries were a special category from a developmental

perspective long before that.

For instance, Kakazu (2007) discusses the characteristics of island

societies, noting that remoteness and smallness are their most SIDS

distinguishable characteristics. He uses the term ‘tyranny of are Characte"ZEd
distance’ and lists the related challenges: high transport and by their
communication costs; barriers to market access; fragile

. L o L e liness, remoteness
environments; dis-economies of scale and scope; limited division of
labour; segmented market; remoteness or insularity; high-cost and Opennes '

economy; over-blown public sector; and a high dependency on
tourism. Kakazu finds that because of their smallness, remoteness and openness, island economies have a

distinctive economic structure.
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These findings are reflected by the UNCTAD (2021a) “Development and Globalization: Facts and Figures” which
provides statistical analysis of the economic, environmental and social situation of SIDS. The report notes that
goods production in agriculture and manufacturing has declined in relative terms in many SIDS, while services like

tourism, financial intermediation and the public sector have gained prominence.

Among the many challenges faced by SIDS, remoteness remains one the most formidable and deserves a
comprehensive in-focus analysis in relation to the SDGs. Greater distance from markets translates into increased
costs, including transportation and insurance, weakening the competitiveness of domestic products in international
markets and increasing the import bill. It typically means isolation from the main transportation routes or
corridors, potentially making supply of resources more costly and unreliable. Additionally, infrastructure projects,
such as those enabling connections to energy and communication networks, are more costly to implement and

maintain.

Nevertheless, some small island economies have achieved high income levels based on exports, not of goods, but of
financial, logistical or tourism services, for instance Singapore and the Bahamas. Indeed, an analysis of the new
UNCTAD (2021b) PCI shows that SIDS’ productive capacities are highly correlated with human development, and
that GDP per capita is highest in SIDS which have succeeded in transforming from agriculture to service activities,
not necessarily through industrial transformation. Moreover, in the context where financial flows can move from
one side of the planet to the other instantaneously and where a growing share of value added comes from the
digital economy and intangibles, physical distance is no longer the impediment it once was. This illustrates how

digital connectivity can alleviate at least some of the obstacles brought about by geographic isolation.

Cantu-Bazaldua (2021) presented a review of the ways in which remoteness has been studied in economics, for
instance as a factor increasing transaction and information-exchange costs influencing bilateral trade or
investment flows or by looking at the role of geographical distance on economic spillovers, such as technological
diffusion. Remoteness is also one of the criteria included in the EVI, used to determine inclusion and graduation
from the LDC category. According to Briguglio and Galea (2003) the idea for the EVI dates back to 1985, originally
to help explain the ‘Singapore Paradox’, where islands enjoying relatively high GDP per capita could be
simultaneously economically vulnerable. In the EVI, remoteness is defined as the weighted average distance from
closest world markets. It is calculated as the average distance to the nearest neighbours with a cumulative share of
50 per cent of world trade (exports and imports of goods and services). In addition, the indicator is adjusted for
landlockedness (CDP, 2015).

Remoteness relates to more than just geographical distance from markets resulting in higher transportation costs.
It also involves integration into transport networks, as well as political and cultural linkages. Thanks to the greater
importance of the digital economy, access to and performance of digital networks is gaining greater importance.
This chapter presents the main dimensions of remoteness and proposes indicators for measuring them in the

context of the sustainable development of SIDS.

In the outcome document of the most recent global conference on SIDS, signatory countries called on the United
Nations, its specialized agencies and relevant intergovernmental organizations to “elaborate appropriate indices
for assessing the progress made in the sustainable development of small island developing States that better reflect
their vulnerability and guide them to adopt more informed policies and strategies for building and sustaining long-
term resilience”, as well as requesting “the tracking of progress and the development of vulnerability-resilience

country profiles” (UN-OHRLLS, 2014). The indicators proposed herein represent a contribution to this direction.

This chapter studies remoteness as geographical distance adjusted for connectivity. All things being equal, a
greater distance imposes additional costs and increases the isolation from markets and people. However, better

connectivity could considerably reduce the distance premium. An economy can be distant from others yet well
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connected (Australia, for instance). While a country cannot control its physical location, it can influence its
connectivity through targeted investment in infrastructure and through greater participation in cultural and

political networks.

Remoteness has multiple dimensions

From a policy perspective, the broader analysis of remoteness introduces a more complete monitoring of
sustainable progress, fully taking into consideration one of the most salient challenges faced by SIDS. More
importantly, although location and geographical distance cannot be changed, the expanded definition of
remoteness considers factors that can be improved through targeted investment and appropriate policies. This can
serve as guidance when analysing the approaches taken by some small island economies to reach a high national

income level in spite of their geographic remoteness.

Distance could be measured with respect to main populated areas, markets or sources of financing, for instance.
Connectivity could refer to transport routes, socio-cultural linkages or digital networks, among others. Cantu
Bazaldua (2021) provides a discussion of dimensions of remoteness (see figure 1) and proposes a set of indicators

for measuring them.
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— . . o
= Figure 1. Dimensions of remoteness

Source: UNCTAD deliberations based on Cantu-Bazaldua (2021).

£

1. Geographical distance from markets. This traditional dimension of
remoteness indicates geographical proximity to other territories and
separation from economic centres. It will be measured using three
variables: distance to nearest neighbour, distance to economic centres,
and distance to trading partners.

2 Distance from financing sources. While distance is not an obstacle for
financial flows, financial activity tends to cluster around centres, where
most business and investment decisions are made. Countries far from
these centres risk falling off the radar. The indicators include distance
to business centres, distance from sources of FDI, and distance from
ODA donors.

3. Distance from cultural and political centres. A frequently neglected

aspect of remoteness is the potential isolation from the centres of

cultural and political power. These are the countries with a great deal
of influence in defining international rules, shaping global discourse and
setting cultural trends. This dimension will be assessed as the distance
to the main centres of global soft power' and the countries with the
strongest global presence, as measured through international
indicators available in the literature.

Transport connectivity. Well-developed transport links could ease the

burden of distance, facilitating the inflow and outflow of products and

people. Maritime, air and land connectivity are measured in this
dimension.

5. Social and political connectivity. It is important to consider also the
cultural or social connections of a country with the rest of the world.
This dimension is studied through indicators on the number of
immigrants in the country and the stock of nationals living abroad,
foreign (tertiary) students registered in the national education system
and nationals studying (tertiary education) abroad, foreign diplomatic
representations in the country, and membership in economic, trade,
defence or other alliances.

6. Digital connectivity. For digital economy to mitigate disadvantages of
geographic remoteness, ICT infrastructure needs to be well developed
with widespread access to these tools among businesses and
individuals. This dimension will be assessed through three indicators:
Internet access of the population; international bandwidth per Internet
user, as a proxy of the available Internet infrastructure; and the
latency rate, a measure of network performance.

Cantu-Bazaldua (2021) includes complete information on the variables considered, including their definition, data

sources, and details on imputation methods. His paper also includes summary statistics for all the variables. The

variables considered vary considerably in terms of data ranges and units of measurement and are thus transformed

to a 0-100 scale through a min-max transformation to facilitate comparison. The variables will be presented for all

SIDS, as well as aggregates for relevant comparison groups.2 The visualizations use lighter colours to indicate a

higher relative remoteness. Unless otherwise indicated, data refer to 2019.

SIDS are situated far from their main markets

SIDS are situated in remote locations as measured by distance to
their nearest (non-SIDS) neighbour (figure 2, column 1). While the
global (weighted) average is a distance of only eight km to the
nearest neighbour, an average citizen from a SIDS has to travel
37lkm to the closest non-SIDS country. Moreover, the distance

ranges from zero for those SIDS sharing a border with another h 4

country, to 3 264km required to cover the distance from the CIosest non-SIDS
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Marshall Islands to its nearest non-SIDS neighbour (Indonesia). Tuvalu, Nauru and Samoa also register a high

remoteness according to this variable.

—a- Figure 2. Distance from markets, SIDS and selected country groups, 2019
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Source: Cantu-Bazaldua (2021) based on UNCTAD (2021a), UNSD (2021), UN Population Division (2021), CEPII and R package cshapes.
Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum
and 100 the world maximum.

It is also important to consider the distance to the largest countries to appreciate the economic opportunities for
trade, investment, cross-border interactions and spillovers. SIDS are located far away from the main economic
centres (figure 2, column 2), as measured by the average distance to countries weighted by their GDP. Different
SIDS regions are situated in relative proximity to some large economic centres (e.g. Caribbean islands) but far from
others. On average, SIDS are more remote than other country groups, such as LDCs or LLDCs, and especially when
compared to all middle and high-income countries. According to this indicator, the most remote SIDS is Tonga,

with an average (weighted) distance of 12 175km, followed by Fiji, Vanuatu and Samoa. However, the top 5 most
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remote countries according to this variable are not SIDS, but are mostly located in Oceania and South America,

including New Zealand, Australia, Chile, Argentina and Uruguay, in that order; Tonga is ranked sixth.

SIDS are not necessarily more remote than other country groups when distance to trading partners (figure 2,
column 3), weighted by their bilateral trade (exports plus imports of goods) has been taken into account. In fact,
the average distance for all groups is remarkably similar, suggesting that countries tend to specialize in products
and services tailored to nearby markets. However, for SIDS, there is a relatively high dispersion, ranging from the
Bahamas (3 806km) to the Marshall Islands (8 864km), with Suriname, Cuba and Mauritius also registering high
trade-weighted average distances. While the Marshall Islands is the SIDS economy most distant from its trading
partners, it is only twelfth in the world rankings. The top 5 most distant countries using this variable are Chile,

Brazil, Peru, New Zealand and Argentina, in that order.

SIDS are more distant from financing sources than others

The three distance variables from financing sources are correlated as the countries with the largest companies are
also the main sources of other types of financing (in this case, private foreign investment and development
assistance). Across all three dimensions, SIDS are on average more distant from financing sources than other

country groups. High-income countries and LLDCs tend to be closer in proximity to origins of financial flows.

In terms of distance from main business centres (figure 3, column 1), measured by the revenues of the largest 500
firms, Tonga is the most isolated SIDS, followed by Fiji, Mauritius, Vanuatu and Samoa. However, from a more
global perspective, the extremes are located in South America (Uruguay, Argentina, Chile, Paraguay, Brazil,

Plurinational State of Bolivia), Oceania (New Zealand and Australia) and Southern Africa (Lesotho, South Africa).
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iE Figure 3. Distance from financing sources, SIDS and selected country groups, 2019
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Source: Cantu-Bazaldua (2021) based on UNCTAD (2021a), Fortune, OECD (2021), UN Population Division (2021) and CEPI.
Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum
and 100 the world maximum.

The five SIDS with the greatest distance from FDI sources (figure 3,

Among SIDS,
<«—> Fiji,
<—» Samoa

According to both metrics, New Zealand and Australia are the most ¢ ’ and Tonga
remote countries in the world, followed closely by the SIDS are farthest away

mentioned here. from financing sources

column 2) are Tonga, I'iji, Vanuatu, Samoa and Solomon Islands. In
terms of distance to ODA donors (figure 3, column 3), the first four

SIDS are also the most remote, with Tuvalu taking fifth place.
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SIDS remain distant from cultural and political centres

SIDS are also located far away from soft power centres (figure 4, column 1), as measured by the
Global Soft Power Index published by Brand Finance (2020). This group’s average is significantly above those of
all other comparison groups. The most remote country according to this indicator is New Zealand, but six SIDS are

ranked in the top 10: Tonga, Samoa, Fiji, Vanuatu, Tuvalu and Solomon Islands.

SIDS are also situated at a greater distance from centres of global presence (figure 4, column 2) than most
countries, although less so than in the case of soft power centres. Here too, the most remote countries in the world
are New Zealand and Australia, and in addition the top 10 includes a mix of SIDS, such as Tonga, Fiji, Vanuatu,

Samoa and Tuvalu, and some South American nations, such as Chile, Argentina and Uruguay.
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iE Figure 4. Distance from cultural and political centres, SIDS and selected country groups, 2019
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Source: Cantu-Bazaldua (2021) based on data from Brand Finance, Elcano Royal Institute, UN Population Division (2021) and CEPI.
Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum
and 100 the world maximum.

SIDS are well connected by air - less so by sea

For island economies, land connectivity is (mostly?) non-existent so other means of transport gain a greater
relevance. For maritime connectivity (figure 5, column 1), Singapore is a clear outlier within SIDS, with a score
almost three times higher than the second ranked small island economy, the Dominican Republic. In fact,
Singapore is ranked second globally, after the most connected country in maritime networks (China) and just
above the third placed country (Republic of Korea). Maritime connectivity is estimated through the liner shipping

connectivity index, which indicates a country’s level of integration into global liner shipping networks.
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In addition to Singapore and Dominican Republic, mentioned above, only three more SIDS exceed the average
connectivity for middle income countries: Jamaica, Mauritius and Bahamas. On average, SIDS are not very well
integrated into shipping connections. For countries with a high dependence on the sea, this low maritime

connectivity could further aggravate the challenges of geographical remoteness (see UNCTAD, 2021a).

Some SIDS are For air connectivity, as measured by the number of
. international flights per year relative to population (figure

among the count"es ) 5, column 2), some SIDS with a high reliance on tourism are
beSt connected by alr among the best connected in the world: Antigua and

in the World, Barbuda, Saint Kitts and Nevis, Bahamas, Dominica, Nauru,

Barbados and Palau. In addition to these SIDS, most of the
but many have top ranked countries are either micro-States (Luxembourg)

m— cha"enges Wlth or other island economies (Iceland, Malta, Cyprus). On
‘marltlme connectivity average, SIDS are comparatively well connected by air
st

transportation, with international flights per capita at a
level comparable with high-income countries. However, not all SIDS are as well integrated. Papua New Guinea,

Haiti and Guinea-Bissau are among the lowest ranked economies in this variable.

Most European micro-States (landlocked, with extensive land borders relative to their area and excellent
roadways) are the best ranked considering land connectivity, constructed from the length of land borders, relative
to total area, weighted by road infrastructure.! Unsurprisingly given their lack of land borders, SIDS mostly scored
zero, with a few exceptions, but nevertheless low scores (Timor-Leste, Belize, Dominican Republic and SIDS that

are not islands or that share an island with another country).
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iE Figure 5. Transport connectivity, SIDS and selected country groups, 2019
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Source: Cantu-Bazaldua (2021) based on UNCTAD (2021a), ICAO (2021), CIA (2021) and UN Population Division (2021).
Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum
and 100 the world maximum.

SIDS are relatively well connected socially

Contrary to centrally located countries, working with neighbours over common border issues or tackling regional
challenges, SIDS could lack opportunities to join alliances or shared initiatives, movement of persons and ideas.
This dimension of remoteness is broader and more difficult to measure than the others. A full account would
involve monitoring all spaces that allow exchanges between individuals, societies and governments. Given data
limitations, this dimension is estimated using the seven indicators included in figures 6 and 7. These include
immigration and emigration, cross-border exchange of students, diplomatic representations and participation in
defence and trade agreements. While cultural and political links clearly extend beyond the areas measured by

these variables, they are difficult to conceptualize and measure, especially through internationally comparable
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indicators with worldwide coverage.” Cross-national trust can be important for connectivity and cultural spillovers,

and is sometimes used as an indicator of cultural ties (see Delhey and Newton, 2005).

Migrants take with them ideas, traditions, practices and businesses. They build networks and bridges between their
communities of origin and destination. For this reason, it is important to consider rates of both immigration and
outward migration. Foreign immigrants constitute a sizable share of the population in several high-income SIDS,
such as Bahrain, Singapore, and Antigua and Barbuda. However, other SIDS feature some of the lowest immigration
rates in the world: in Cuba, Haiti, Papua New Guinea, Solomon Islands, Timor-Leste and Jamaica, immigrants
constitute less than one per cent of the population. Overall, the average immigration ratio in SIDS is higher than in

low and middle-income countries, although still at about one third of the levels observed in high-income countries.

A similar story is told by emigration (figure 6, column 2). One SIDS, SIDS are

Saint Kitts and Nevis, has the largest emigration rate in the world, significantly above
with 2.4 nationals living abroad for each person living in the the world average

Dominica, Suriname, Tonga, Grenada, Guyana and Samoa. Other emlgratlon rate
SIDS, such as Maldives or Solomon Islands, exhibit a very low ratio Wlth 33-6%

in this variable. Nonetheless, with an overall emigration rate of 33.6

country. Other countries with high outward migration are

per cent, SIDS are significantly above the world average in this

aspect.

An interesting group of migrants, for which detailed statistics are available, are students that move to another
country to pursue a tertiary education. The inbound mobility rate, measured as the percentage of students from
abroad enrolled in a tertiary education program at a local university (figure 6, column 3), is very high in Grenada
and Saint Kitts and Nevis, where 85 and 73 per cent of tertiary students are foreigners. Although these are clear
extremes, the SIDS average remains well above the average for low and middle-income countries. In terms of
outbound mobility rate (figure 6, column 4), SIDS are on par with high-income countries, although far from the

high student mobility rates observed in some cases.
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iE Figure 6. Social and political connectivity (part 1), SIDS and selected country groups, 2019
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Source: Cantu-Bazaldua (2021) based on data from UNESCO Institute for Statistics (2021) and UN Population Division (2021).

Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum
and 100 the world maximum.

Many SIDS are less well connected politically

The number of foreign nations with at least one diplomatic representation (embassy, consulate or permanent
mission) in a SIDS (figure 7, column 1) ranges from 50 in Singapore to two in Antigua and Barbuda, Dominica,
Nauru, Saint Kitts and Nevis, Saint Vincent and the Grenadines, and Tuvalu. Based on the Global Diplomacy Index
(Lowy Institute, 2019), it is evident that as a group, SIDS have one of the lowest numbers of diplomatic
representations, below low-income countries and other groups such as LDCs and LLDCs. The results vary from zero
in Yemen (no diplomatic missions at all) to 61 in Switzerland and the United States of America, meaning that all 61

origin countries featured in the dataset are represented in the country.
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iE Figure 7. Social and political connectivity (part 2), SIDS and selected country groups, 2019
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Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum

and 100 the world maximum.

Inter-country linkages can also be analysed through agreements, pacts and other alliances. Defence agreements,

some of the oldest international pacts in existence, are one manifestation of this. By using the somewhat outdated

database from Gibler (2013), which only includes data up to 2012, the most connected nations are the United States

of America and Canada, having some type of defence agreement in force with 56 and 51 nations, respectively.

Conversely, 45 countries have no such alliance in force. According to this variable, the average SIDS has defence

agreements with 15 countries (figure 7, column 2), above the world average but still limited compared to other

cases, particularly high-income countries.

A similar situation is observed when trade agreements are examined. According to the WTO (2021) database, Egypt

has the highest number of active bilateral or plurilateral trade pacts in force. They have active trade agreements

with 105 countries, closely followed by members of the European Union, who have a common international trade
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policy involving trade agreements with 98 countries. On the other hand, a handful of nations have no active
agreements covering trade, including two SIDS (Palau and Sao Tome and Principle). The average SIDS has a trade

agreement with 34 partners, less than the average for middle and high-income countries (40 and 67, respectively).

Digital connectivity of SIDS varies while some of them reach the world top

The first indicator of digital connectivity, the share of population that has access to the Internet (figure 8, column 1),
shows that SIDS are well connected, although with a great deal of variability. Indeed, this variable ranges from 99.7
per cent in Bahrain, the highest digital connectivity in the world, to only 3.9 per cent in Guinea-Bissau, the country
with the fifth lowest Internet access. On average, SIDS have similar outcomes than middle-income countries and
better scores than LDCs and LLDCs.

had the shows a skewed distribution for SIDS, with a few countries

highest dlgltal
connectlwty
in the world
in 2019

(Singapore, Bahamas, Saint Vincent and the Grenadines, and Saint

Bahrain << > International bandwidth per Internet user (figure 8, column 2)

Kitts and Nevis) among the best performers in the world, while

y— % many other SIDS' score is very close to zero. This mirrors the world

distribution of this variable, which serves as a proxy for the
Internet infrastructure in place. On average, SIDS have a relatively
good attainment in this variable, outperforming the average for

low- and middle-income economies, although still behind the high-income group.

The average SIDS performs as well as the average middle-income country and LLDC in the latency rate (figure 8,
column 3), based on all tests conducted in each country in 2019. SIDS perform significantly better than low-income
countries or LDCs. This average hides a large variance, with one SIDS at the bottom of the world rank (Tuvalu, with
a median latency of 1 821 milliseconds), whereas other SIDS have some of the best Internet connections worldwide,

like the Bahamas or Singapore.
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iE Figure 8. Digital connectivity, SIDS and selected country groups, 2019
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Notes: Country groups are calculated as averages using population as weights. All variables presented as indices with zero indicate the world minimum

and 100 the world maximum.

An overall remoteness index - top 15 featuring mostly SIDS

The previous analysis presented 21 variables that can provide a The remoteness index

comprehensive assessment of remoteness across six dimensions. analyses
This shows that traditional measures of geographical distance to
markets are not sufficient to give a complete panorama of the

challenges of distance. Moreover, a large number of connectivity dcCross

be taken into account. This section presents the steps for
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calculating a remoteness index and the results for SIDS and relevant benchmarks. The methodology is discussed in

more detail by Cantu-Bazaldua (2021).

For some of the variables presented in the above analysis, a higher score indicates greater remoteness, whereas for

others the opposite was the case. To overcome this problem, all variables were transformed so that a higher value

corresponds to greater remoteness. The index for each dimension was calculated through a simple average of the

variables included, and the results were adjusted to a 0-100 scale through a min-max transformation. This way the

most remote country takes a value of 100 and the most proximate country a value of zero. The overall remoteness

index was calculated as a simple average of the aggregate indicators for all six dimensions.

9in10
most remote countries
are SIDS

|afadadad ot et o ot et of

According to the overall remoteness indicator (figure 9), the most

remote SIDS is Tuvalu, closely followed by Tonga and Vanuatu.

Samoa and the Solomon Islands complete the top 5. The top 10 is

composed of nine Pacific SIDS, which are remote on all or most

dimensions. New Zealand is the only country that makes top 10 and

is not SIDS.

iE Figure 9. Remoteness index for the 30 most remote countries globally, 2019
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For some SIDS, the overall index is improved by positive scores in one or a few dimensions of remoteness. For
example, while Timor-Leste and Papua New Guinea score high in most dimensions, their overall index score is
reduced by their geographical location, as they are relatively close to their main markets and trading partners. A
similar situation is observed in Nauru, although in this case it is the relatively high transport connectivity, mostly
based on air transport, which lowers the overall remoteness score. Mauritius’ score is significantly improved by its

well-developed digital connectivity.

Figure 9 also shows some SIDS that are more proximate across most dimensions, but whose score is penalized by a
poor result in one dimension. For Suriname, Cuba, Guyana, and Trinidad and Tobago, the area lagging behind is

transport connectivity. For the Maldives and Palau, it is their social and political isolation.

The least remote SIDS are at the bottom of the figure starting with the Bahamas which compensates for a relatively
low social and political connectivity with shorter average distances to markets and an excellent digital
infrastructure. Following closely are Singapore, Bahrain and some of the high-income SIDS in the Caribbean, such

as Saint Kitts and Nevis, Antigua and Barbuda, and Barbados.

Comparing SIDS’ scores to the world distribution, they are indeed among the most remote economies in the world,
particularly Pacific SIDS. All top-15 most remote countries are Pacific SIDS except New Zealand (8th), Australia
(13th) and Madagascar (15th).” The most remote SIDS outside the Pacific is Comoros, ranked 18th in the world. For

scores for all countries see Cantu-Bazaldua (2021).

Figure 10 presents the aggregate results for SIDS with several benchmarks. A first highlight of this graph is the
strict ordering of each of the six dimensions of remoteness according to income level. This indicates a clear link
between remoteness and economic performance, as well as a clustering effect. SIDS™ a score in the remoteness

index is comparable to low-income economies.

Another striking result is that SIDS are not worse off than LDCs or
LLDCs in terms of remoteness. While they are located at a greater

Many SIDS distance from markets, financing sources and cultural centres, they
compensate partially compensate for this disadvantage through better

their geographlc distance connectivity, especially in terms of ICT and digital technologies.
by high connectivity

This draws attention to the importance of connectivity and
considering all aspects of remoteness beyond just geographical

distance when studying the development of SIDS.

As shown in the country-level results (figure 9), the SIDS average hides some important differences between
countries. SIDS in the Pacific are distinctly more remote, with a higher score in most dimensions, particularly
transport and socio-political connectivity. SIDS in the Atlantic and Indian Ocean are the least remote, thanks in part

to their improved digital and transport connectivity.
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= Figure 10. Remoteness index for selected country groups, 2019
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Source: Cantu-Bazaldua (20217).
Notes: Country groups are calculated as averages using total population as weights. For all dimensions, a higher score indicates a higher remoteness.

The figures presented in this chapter also include an aggregate for analytical SIDS (see UNCTAD, 2021a). This
analytical group is more homogeneous and reflects more closely the remoteness challenge faced by SIDS across

the six dimensions.

Does remoteness hamper sustainable development?

To study the relationship of remoteness to the economic, social and environmental pillars of sustainable
development, we compare the remoteness index with some composite indicators broadly representing these
themes. The 231 SDG indicators designed to measure the 17 goals and their respective 169 targets are rather narrow
in scope when looked at individually, and comprehensive data coverage is not available. Therefore, six indicators
are selected to evaluate their interaction with the remoteness index and dimensions of sustainable development.
These include GDP per capita, PCI, Gini index, GII, HDT and EVI.

Data for SIDS show that GDP per capita is negatively correlated with remoteness (¢ = -0.61) (see figure 11). The
more remote the country, the lower their GDP per capita. Singapore had the highest GDP per capita in 2020, and
the lowest overall remoteness score, together with the Bahamas and Saint Kitts and Nevis. The negative correlation
between GDP per capita and remoteness is even higher (o = -0.66) among the rest of the SIDS excluding Singapore.
When looking at poor connectivity only (dimensions 4-6 of the overall index on transport, socio-political and

digital connectivity), the negative correlation with GDP per capita is notably higher (o = -0.79).
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|.||| Figure 11. Remoteness and GDP per capita in SIDS
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Source: UNCTAD calculations based on Cantu-Bazaldua (2021) and UNCTADStat (UNCTAD, 2021c).
Note: Data available for all 38 countries.

We also look at the new UNCTAD PCI as another proxy indicator of Poor connectivity
the economic pillar (figure 12). It provides a more comprehensive is more harmful

. e . . ¢ for the economy
rom the perspective of eight categories: natural capital, human .
% g and productive

capital, energy, institutions, private sector, structural change, .
transport and [CT (UNCTAD, 2021b). Again, generally small island CapaCIty than

economies with the lowest remoteness score, have the highest PCI geographic remoteness
(0 = -049). The negative correlation of poor connectivity

(dimensions 4-6) and PCl is higher (¢ = -0.75), underlining the importance of mitigating geographic remoteness for

measure than GDP per capita as it assesses productive capacities

achieving sustainable economic development, for instance by investing in transport and digital connectivity.

SDG PULSE 2021 261



|.||| Figure 12. Remoteness and productive capacity in SIDS
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Source: UNCTAD calculations based on Cantu-Bazaldua (2021) and UNCTADStat (UNCTAD, 2021c).
Note: Data available for 34 countries.

Overall remoteness is negatively correlated with income inequality Income inequality
(0 = -0.45) in SIDS, as measured by the Gini index (figure 13). is Iower
Geographic remoteness ie., distance (dimensions 1-3 on distance . .

e in the most distant SIDS

from markets, financial and cultural-political centres) is more

2

strongly negatively correlated with income inequality (o = -0.51)
than poor connectivity (¢ = -0.2I). People living in the most
geographically remote SIDS experience lower income inequality.
Remote locations may offer less opportunities for achieving high
income levels, especially small rural communities. It should be noted, however, that the Gini index is not available
for the eight least remote SIDS, including Bahamas, Saint Kitts and Nevis, Singapore, Bahrain, Antigua and

Barbuda, Barbados, Dominica and Grenada.
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|.||| Figure 13. Remoteness and income inequality in SIDS
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Note: Data available for 26 countries.
SIDS with For SIDS that have GII data, gender inequality has a relatively high

positive correlation (¢ = 0.68) with poor connectivity (dimensions 4

high connectivity

also succeed in o . N
h man develo ment remoteness index is positively correlated with gender inequality (o
u p 0.46) (figure 14). In general, SIDS with higher transport, social,

and ﬂ i political and digital connectivity provide a more gender equal
gender equallty = environment, but geographic distance does not mean increased

6), but not with geographic remoteness (¢ = 0.13). The overall

gender inequality. GII data are available for 19 SIDS only. Data

gaps are somewhat more common for the most remote SIDS.
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|.||| Figure 14. Remoteness and gender inequality in SIDS

0.8
Papua Ne.w Guinea
p =0.46

0.6
x Sao Tome and Principe
g )
£
> Dominican Republic Suriname
T Belize )
>3
o 04 ® [ Maldives Fiji
2 Mauritius Tonga
E Ba“%“‘as Trinidad and Tobago ® (] ¢ Se
) [) Cuba
° [ )
5 Barbados
O Bahrain °

02 L

Singapore
Q.P
0
30 40 50 60 70 80 90

Remoteness index
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Note: Data available for 19 countries.

The overall remoteness index correlates negatively with the HDI (o

human development and poor connectivity (dimensions 4-6

correlation with geographic remoteness only (dimensions 1-

social, political and digital connectivity have achieved highe

-0.57) (figure 15). The negative correlation of
of remoteness) is significantly higher, -0.76, with little
3). -0.22. Small island economies with good transport,

r human development.

|.||| Figure 15. Remoteness and human development in SIDS
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Due to their geography, SIDS face a unique and varied mi

20).

x of environmental concerns, ranging from increased

exposure to storms and floods, to the loss of their actual land. SIDS account for three of the top five most



environmentally vulnerable countries according to the EVI in 2020.

Kiribati, Marshall Islands and Tuvalu are the most vulnerable

countries globally according to the EVI. These small island economies

are also among the most remote countries in the world. Overall o
remoteness is positively correlated with economic and environmental “09

vulnerability (¢ = 0.58).

||||| Figure 16. Remoteness and economic and environmental vulnerability in SIDS
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Source: UNCTAD calculations based on Cantu-Bazaldua (2021) and UNDESA (2020).
Note: Data available for all 38 countries.

Geographic remoteness adds an extra barrier but can be mitigated

The analyses presented here show that remoteness has a negative impact on the economic, social and

environmental aspects of sustainable development and places additional demands on countries. Figure 17

summarizes the correlations of overall remoteness, geographic remoteness and limited connectivity across the

themes covered by the indicators analysed in figures 11 to 16. The analyses show that geographic distance

correlates most positively with environmental vulnerability and most negatively with

income inequality. They also

show that the correlations with geographic distance are weaker than for limited connectivity, and distant location

can, thus, be mitigated by improving transport, social, political and digital connectivity. Limited connectivity has

the strongest negative correlation with GDP per capita, human development and productive capacity, and a strong

positive correlation with gender inequality and vulnerability in SIDS.
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|.||| Figure 17. The correlations of overall remoteness, geographic distance and limited connectivity with

selected sustainable development themes in SIDS
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Source: UNCTAD calculations based on Cantu-Bazaldua (2021), UNCTADStat (UNCTAD, 2021c), World Bank (2021), UNDP (2020) and UNDESA (2020).

There are examples of highly geographically remote countries outside of SIDS that have also managed to mitigate
the impacts of geographic isolation. Across all geographical indicators (the first three dimensions), New Zealand is
the most remote country in the world, sometimes by a large margin. However, it partially makes up for this
disadvantage through a well-developed connectivity infrastructure, especially ICT. A similar situation can be
observed in Australia. Uruguay, for instance, compensates for its location with excellent digital and transport
connections, whereas Chile has well developed social and political networks, including one of the world’s highest
number of defence and trade pacts. The remoteness ranks for these four selected countries are shown in table 1,
where top ranks (i.e., high relative remoteness) in the first three dimensions are offset by good performance in the

connectivity dimensions, therefore improving the overall remoteness score.

@ Table 1. Ranks in remoteness index by dimension, selected countries

Dimension New Zealand Australia Uruguay Chile

Distance from markets 1 9 14 7
Distance from financing sources 1 2 7 5
Distance from cultural and political centres 1 3 10 7
Transport connectivity 90 80 n8 100
Social and political connectivity 81 130 92 165
Digital connectivity 175 151 132 108
Overall remoteness 8 13 20 23

Source: Cantu-Bazaldua (2021).

These four cases strengthen the message that geographic remoteness is not an insurmountable obstacle. While
geographical distance does entail higher transportation costs and hinders participation in global decision-making,
this can be offset by targeted investments in transport and ICT connectivity, as well as an active participation in

cultural and political networks. SIDS have already done important progress in this front and, on average, according
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to the index, they are not more remote in digital connectivity than other groups of countries, such as LDCs or

LLDCs.

Remoteness is a gap that needs to be bridged to progress towards Remoteness gap needs
SDGs (see figure 18). It brings challenges, many of which can be to be bridged

itigated by 1 ting in t t and digital tivit d "'
mlllgae y mees. ing in transport an 1g'.1 al connectivity an to progress .~ "
cultural and political networks. But those investments naturally

towards SDGs 5‘ s

require sufficient resources and finances. It seems that highly remote
countries do not start their journey towards the 2030 Agenda on equal

footing, and this should be taken into consideration in global development assistance and finance.

Q Figure 18. Remoteness as a factor in sustainable development
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Source: UNCTAD deliberations.

The broader study of remoteness presented herein also highlights the heterogeneity within SIDS. While most SIDS
located in the Pacific are objectively remote in all dimensions, SIDS in the Caribbean or in the Atlantic and Indian
Oceans are no more remote than the average middle-income country. This illustrates the importance of having
detailed, disaggregated statistics for SIDS that reflect the most pressing challenges they face and highlights the

usefulness of regrouping SIDS for analytical purposes, reflecting discussions in UNCTAD (2021d) and Macleely et
al (2021).

A remoteness index, along the lines presented here, could be used as a measure to evaluate the challenges faced by
SIDS due to their isolated location. The index reflects the importance of geography, but also of attenuating factors
stemming from targeted policies for improving connectivity. Moreover, it reflects key aspects of remoteness,
including the limited options for transport connectivity with no land borders for most SIDS, but also lack of access
to maritime transport for most LLDCs. As suggested by Cantu-Bazaldua (2021), the index could be used as a broad
indicator to measure economic vulnerabilities arising from remoteness and determining objective inclusion and

graduation criteria for SIDS, LDCs, LLDCs and other groups of countries.
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Notes

1. An idea originally developed in Nye (2005), “soft power” refers to the ability to influence the behavior of others to get
the desired outcomes through attraction and co-option rather than coercion (or “hard power"). According to the author,
it relies on three pillars: political values, culture and foreign policy.

2. Note that country aggregates are calculated as a weighted average of the corresponding variables, using population as
weight.

3. Some islands, however, have a better land connectivity, e.g., in the case of shared islands, mainland islands and
connected islands (MacFeely et al., 2021).

4. This indicator is only a proxy for land connections and does not consider important factors affecting cross-border
transportation, including geographical features (mountainous or fluvial borders), border-crossing infrastructure,
customs and border-crossing administrative efficiency, or other obstacles.

5. For instance, an interesting indicator would be the share of the world population that share the same language. A shared
language facilitates exchange and transmission of ideas, and gives access to larger knowledge pool and more media
sources, therefore reducing isolation. Although there are specialized databases for this variable (for instance, CEPII or
Ethnologue), they present important data gaps, particularly for some SIDS.

6. Some cases could be affected by practices where countries grant citizenship by investment. This could have an
ambiguous relationship with social connectivity, but the available data do not allow a more detailed disaggregation.

7. On the other hand, the 30 least remote countries in the world are all located in Europe. The five less remote countries are
Luxembourg, Belgium, the Netherlands, Cyprus and the United Kingdom.
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