
CDP2018/PLEN/5.f 

 

 

 

 

 

Committee for Development Policy  

20th Plenary Session 

 
United Nations  

New York, 12-16 March 2018 

Conference Room 6 
 

 

 

Ex-ante Impact Assessment of likely 

Consequences of Graduation of 

Timor-Leste 

from the Least Developed Country Category 
 

  



2 

 

Contents 
Summary and conclusions .................................................................................................. 3 

1. Background, scope and resources .................................................................................. 6 

2. Trade-related support measures .................................................................................... 9 

2.1 Overview of Timor-Leste’s export structure ............................................................. 9 

Main exports ................................................................................................................ 9 

Main potential exports .............................................................................................. 11 

2.2 Preferential market access ..................................................................................... 12 

Preferential market access – trade in goods ............................................................. 12 

Preferential market access – trade in services .......................................................... 17 

2.3 WTO accession and obligations .............................................................................. 17 

2.4 Trade-related capacity building (Aid for Trade)...................................................... 19 

3. Development cooperation ............................................................................................ 20 

3.1 Official Development Assistance (ODA) and South-South cooperation ................. 20 

Bilateral flows ............................................................................................................ 21 

Multilateral flows....................................................................................................... 22 

3.2 Cooperation in specific areas: climate and technology .......................................... 26 

Climate change commitments and finance ............................................................... 26 

Technology: LDC Technology Bank ............................................................................ 27 

4. General support measures............................................................................................ 28 

4.1 Ceilings and discounts on the contribution to the United Nations system budgets28 

Regular budget of the United Nations ...................................................................... 28 

Peacekeeping ............................................................................................................. 28 

United Nations Mechanism for International Criminal Tribunals ............................. 29 

Other UN agencies and entities ................................................................................. 29 

4.2 Support for travel to participate in United Nations meetings ................................ 31 

4.3 Fellowships and research grants ............................................................................. 31 

References ........................................................................................................................ 32 

Annex I: Response by the Government of Timor-Leste .................................................... 35 



3 

 



4 

 

Market access – services. 
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resources of the International Development Association (IDA) and is also considered 

creditworthy for some IBRD borrowing, and is transitioning into IBRD-only status. This 

transition does not depend on graduation.   

• No major change is expected in programmes delivered by the United Nations system 
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1. Background, scope and resources 
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increased political standing in regional and international institutions. It would be difficult 

and potentially misleading to attempt to reliably establish and quantify the significance 

of these factors for individual countries and their consequences for economic growth and 

development. Therefore, these issues are not addressed in the assessment. Graduation 

may potentially also affect access to and conditions in financial markets. However, there 

is currently no evidence from publicly available documents or empirical studies that 

international rating agencies, international banks or investors include LDC status per se 

as one of their decision criteria.  
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Box 1. Eligibility for graduation and the process towards graduation 

A country becomes eligible for graduation from the LDC category when it meets any two of three 

criteria in two consecutive triennial reviews 
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2. Trade-related support measures  
The main trade-related support measures to LDCs include preferential access to markets 

(section 2.2); special conditions of accession to the WTO and special treatment related to 

the implementation of WTO commitments after accession (section 2.3); and capacity-

building related to trade (section 2.4).  As background information, the following section 

provides an overview of Timor-Leste´s export structure. 

2.1 Overview of Timor-Leste’s export structure 

Note on data:
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Table 1: Timor-Leste´s exports of goods as recorded in the national accounts, 2010-

2015 (percentages) 

 2010 2011 2012 2013 2014 2015 

Petroleum oil and gases 99.3 99.3 99.0 99.5 99.6 98.6 

Crops and vegetables 0.7 0.6 0.9 0.4 0.4 1.4 

Wood and wood products  0.0 0.0 0.2 0.0 0.0 0.0 

Others 0.0 0.0 0.0 0.0 0.0 0.0 

Source: Timor-Leste´s National Accounts 2010-2015, Statistics and Analysis (Government of Timor-Leste, 

2016), accessed September 2017. 

Figure 1. Timor-Leste: selected elements of the current account (millions of United 

States dollars) 

 
Source: based on data extracted from IMF (http://data.imf.org), accessed October 2017.   

 

Timor-Leste’s balance of non-oil goods and services exports has been persistently 

negative due to the weak non-oil export base and high dependence on imports.  Non-oil 

exports are also highly concentrated. According to external trade statistics, coffee has 

accounted for between 96% and 99% of non-oil exports since 2010, with the exception of 

2012 when the country recorded sizeable teak wood exports, not repeated since (Table 

2). Small exports of aluminum, candlenut and sandalwood have been recorded in external 

trade data. 
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2011-2016 (Government of Timor-Leste, 2011) are in agriculture and fisheries: fish; 

coconuts; cashew nuts; hazelnuts; groundnuts; ginger; black pepper; vanilla; cloves; and 

cocoa beans.4 In services, the main targeted sector is tourism. The government has, with 

resources from the Petroleum Fund and development partners, invested in infrastructure 

intended to help overcome structural barriers to diversification across sectors.  

In parallel, and as the country also addresses the long-term sustainability of its petroleum 

and gas production, it is investing in infrastructure for the expansion of the industry 

including through the development of refining capacity. The state-owned oil company, 

Timor GAP, has been entrusted with the development of a large-scale project which 

includes the construction of a refinery and petrochemical complex and a liquefied natural 

gas plant. In a first stage, the refinery is expected to produce diesel, gasoline, LPG and 

Naphtha (Timor GAP, 2016). 

2.2 Preferential market access 

Developed countries and several developing countries grant preferential market access 

to goods and services from LDCs.  The practical significance of these measures, and 

therefore of their withdrawal upon graduation, depends on what the graduating country 

exports and where to. Graduation has no impact on exports of products and services that 

do not benefit from LDC-specific preferences, or on exports to markets that do not grant 

LDC-specific preferences. The following paragraphs d
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a smooth transition out of the category.  In developed countries, the country 
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instead of LDC-specific preferential rates. In China LDC-specific preferential rates are in 

place for a certain number of products (UNCTAD, 2016). Upon graduation, and as a non-

member of the WTO, Timor-Leste would face the general duty rates.  

→ Impacts of the changes in tariff schemes on current export products  

Table 4 summarizes the expected impacts of graduation on tariffs applicable to Timor-

Leste´s main export products. Products other than oil and gas and coffee, exported only 

in small quantities are considered below together with potential export products.  The 

table shows that graduation would have no significant impacts in the current markets 

since either the applicable MFN tariff is zero, the product is not covered by the LDC-

specific preferential scheme or the expected change in tariff is small. No significant 

impacts are expected either for Timor-Leste´s capacity to diversify exports of these same 

products into new geographic markets. The three major commodities face MFN tariffs of 

zero, or relatively small tariffs, in most significant markets.  

Table 4 Tariffs under LDC-specific market access schemes and default schemes for main 

exports recorded for 2010-2015 (only countries where graduation would change the 

applicable scheme) 

 2709 Crude oil 

2711 Petroleum 

gases/gaseous 

hydrocarbons 

0901 Coffee 

Main destinations Singapore 60% 

Republic of Korea 

22% 

Thailand 13% 

Japan 5% 

Japan 56% 

Republic of Korea 44% 

European Union  60% 

United States 8% 

Canada 8% 

Japan 8% 

Australia 4% 

Republic of Korea: 

Preferential tariff for 

LDCs→MFN 

3→ 37 0→1.1 1.61→5.1 

Thailand: Preferential 

tariff for LDCs→MFN 

0→0 (MFN=0) 0→0 (MFN=0) 0→0 (MFN=0) 

Japan: LDC GSP→ GSP 0→0 (MFN=0) 0→1.1 0→3.3/0 

MFN=0 for 090111 

EU: LDC GSP (EBA) 

→GSP/GSP+ 

 

0→0 (MFN=0) 0→0 (MFN=0) 0→3.1/0 

MFN=0 for 090111 

USA: LDC GSP→GSP 

 

0→0 (MFN=0) 0→0 (MFN=0) 0→0.06+.002USD/Kg. 

MFN=0 for all products  

exported by Timor-Leste 

Canada: LDC GSP→GSP 

 

0→0 (MFN=0) 0→0 0→0 (MFN=0) 
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→ Impact on potential exports  

Table 5 shows expected changes in tariffs applicable to the products  identified as 

potential export products in the Diagnostic Trade Integration Study (DTIS) undertaken in 

2010 (World Bank, 2011) and in the Strategic Development Plan for 2011-2030 

(Government of Timor-Leste, 2011).8 The table also considers products under HS 2710, as 

likely products of the refining infrastructure currently under development (petroleum 

gases are addressed above); and aluminium, teak, sandalwood and nuts, products 

exported so far in small quantities and to limited range of markets.  The countries 

considered are those to which Timor-Leste has exported products other than oil and gas 

(either registered in UN Comtrade or in External Trade Statistics), and for which 

graduation will lead to a change in the currently applicable scheme.  

Graduation would not significantly affect the tariffs faced by products in most of the 

countries that have been major destinations of Timor-Leste’s non-oil exports (EU, US, 

Japan, Canada), with the exception of fish (HS03) in the EU, which would face an average 

tariff of 7%, unless Timor-Leste joins the GSP+.  As noted above, exports to Australia are 

not affected.   

In the Republic of Korea, certain products including fish, coconuts and certain types of 

nuts and certain types of spices would face higher tariffs. 

The most significant tariff increases would be in markets which are not currently major 

destinations for exports from Timor-Leste, India and China. The default regime for non-

WTO members in these countries is the MFN and the general duty rate, respectively. If 

Timor-Leste accedes to the WTO, it would face the MFN rates in China rather than the 

general duty rates, reducing the applicable tariffs. Moreover, Timor-Leste has applied for 

membership in ASEAN.  Should the country join ASEAN, and having met the applicable 

conditions, it would benefit from substantially more favourable access to the ASEAN 

markets and to those with whom ASEAN has free trade agreements.9   

 

                                                 
8 The documents have also referred to the development of a light manufacturing industry with no clear specification of 

products. A special economic zone – the Special Social Market Economic Zone – was established in 2014 in the enclave 

of Oé-cusse as a pilot initiative, under a concept that integrates economic, social and environmental aspects. While, if 

successful, this endeavour could foment exports of 
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Table 5. Tariff differences with and without LDC-specific preferences: potential 

exports (simple average tariffs unless otherwise indicated) 

 European 

Union  

United 

States 

Japan Republic of 

Korea 

Canada China India 

03 Fish and 

seafood 

0→7/0.04510 0→0.1 2.1→5.7 9.5→16.3 0→0.4 0→52.8 0→30 

0801 Coconuts 

and cashew 

nuts 

0→0/0 0→0 0→0 0→23.7 0→0 0→67.5 11.5→51.5 

0802 Hazelnut 

and 

groundnuts 

(specifically 

080221 and 

080222) 

0→0/0 0→1.5 0→0 0→8 0→0 0→70 0→30 

0904 Black 

pepper 

(specifically 

090411) 

0→0/0 0→0 0→0 8→8 0→0 0→70 55.7→65.5 

0905 Vanilla
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Preferential market access – trade in services 
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LDCs that are members of the WTO benefit from special considerations in the 

implementation of the WTO agreements. These “special and differential treatment” (SDT) 

provisions fall into five main categories: (i) increased market access, (ii) safeguarding of 

the interests of LDCs, (iii) increased flexibility for LDCs in rules and disciplines governing 

trade measures, (iv) extension of longer transitional periods to LDCs, and (v) provision of 

technical assistance. 12  
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governments in joining the WTO and the WTO´s support for post-accession 

implementation in LDC’s (UNCTAD/WTO, 2016).15 

The WTO recalled, in its communication to UNDESA, that graduated LDCs that are WTO 

members will continue to benefit from a range of special and differential treatment 

provisions that apply to developing country members. 

2.4 Trade-related capacity building (Aid for Trade)  

Aid for Trade, a component of Official Development Assistance (ODA – see section 3) 

directed specifically at helping developing countries overcome trade-related constraints, 

is delivered through multiple bilateral, regional and multilateral channels.  In 2015, Timor-

Leste received approximately USD 69 million in Aid for Trade as measured by the OECD 

(OECD/WTO, 2017).   

The principal instrument for delivery of Aid for Trade specifically geared at LDCs is the 

Enhanced Integrated Framework (EIF), a multi-donor programme that supports countries 

through analytical work, institutional support, and productive capacity building 

projects.16 Timor-Leste has received assistance from the EIF, jointly with the World Bank, 

on economic diversification and expansion of non-oil exports – for instance through the 

elaboration of the DTIS in 2010 – and on strengthening national ownership for Aid for 

Trade delivery (EIF, 2013). A total budget of USD 50,000 was approved for Timor-Leste in 

2010. The EIF secretariat has informed UNDESA that Timor-Leste is eligible to undertake 

EIF institutional support and productive capacity-b
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Bilateral flows 

Australia has been the largest source of ODA, as recorded by the OECD, to Timor-Leste 

over the last decade, accounting for 34% of total ODA flows and 42% of bilateral flows 

from OECD countries. Australia has informed UNDESA 
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Figure 3: Bilateral ODA from OECD countries to Timor-Leste, 2006-2015 (millions of 

United States dollars) 

 

Source: OECDStat, accessed July 2017. 

Among other donors that provided information to UNDESA,  

• 
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World Bank Group, the Global Fund, and the Global Environment Facility (Figure 4). 

Among entities of the United Nations system, those having disbursed the largest amount 

of financial resources over 2011-2015 are UNFPA, UNDP and WHO (Figure 5). 

Figure 4: Multilateral flows to Timor-Leste, 2006-2015 (millions of United States 

dollars) 

 

Source: OECDStat, accessed July 2017. 

Figure 5: Assistance from United Nations System entities to Timor-Leste, 2011-2015 (%) 

 

Source: OECDStat, accessed July 2017. Based on total net ODA  
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The potential impact of graduation from LDC status on the major donors is summarized 

in Table 6. While graduating from LDC status may lead to changes in the type of assistance 

granted, most organizations do not rely exclusively on LDC status as a criterion for the 

allocation of aid and will consider countries´ particular vulnerabilities and challenges. 

Timor-Leste is included under other priority groups, including SIDS. 

It is important to note that UN system entities and divisions within the United Nations 

Secretariat provide assistance to LDCs in forms that are not necessarily reflected in ODA 

flows, such as analysis and policy advice, advocacy and certain forms of training and 

capacity building. While, upon graduation, countries may no longer benefit from efforts 

dedicated specifically to LDCs, in compliance with th
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programmes directed at youth, governance, government efficiency, development 

finance, social protection, environment and natural resources.   

UNICEF UNICEF considers that in fulfilling the pledge contained in the 2030 Agenda to “leave 

no one behind”, it must focus on the hardest to reach children whether or not they 

are in LDCs, and many are not. Therefore, UNICEF’s “focus on giving every child and 

equal chance in life does not change while a country graduates from the list of LDCs”. 

UNICEF is required by its Executive Board to allocate 60% of its regular resources to 

LDCs and 50% to sub-Saharan Africa countries. 23  Timor-Leste would not longer 

belong to this focus group. However, the impact, for a single country, of leaving the 

focus group cannot be measured ex ante as numerous criteria and factors determine 

the scope and scale of development assistance programmes. 

WHO The latest available Cooperation Strategy of the WHO with Timor-Leste (2015-2019) 

does not refer to LDC status.24  

IFAD IFAD applies criteria on per capita income rather than LDC status. 

WFP WFP considers criteria other than LDC status in the allocation of its funding. WFP 

informed the CDP Secretariat that it would implement a number of activities under 

its new Country-Strategic Plan 2018-2020 across various ministries and departments. 

WFP will continue to support graduating countries according to their needs and 

priorities, within available resources. 

UNESCO UNESCO, stated, in its communication to UNDESA, that it continues to support 

countries that have graduated from the LDC category, and particularly that it works 

to address the specific challenges of SIDS. 

ILO The Decent Work Country Programme for Timor-Leste 2016-2020 does not refer to 

LDC status 25 

Others • The Global Fund, which mobilizes and invests funds aiming at ending AIDS, 

tuberculosis and malaria as epidemics. Eligibility is based on GNI and an official 

disease burden index.26  

• LDC status is not a criterion for allocation of funds from the Global Environment 

Facility in general. However, the GEF administers LDC-specific fundAsl–T’–3’A lGBggb–OgBBAflWbBAflOTW4EçADlGSSEBSgWAvl3TBTgbBO3gWAalGBgTgb–OgBBAclG–TSBSgWA lGBT4S’Ailgnve 



26 

 



27 

 

secretariat clarified that the modalities used in technical support to the LDCs under the 

UNFCCC through the work of the LEG, which include technical guidance materials, training 

workshops and related events, will always remain available and accessible to other 

interested developing countries.” 

The Paris Agreement refers to LDCs among broader categories of countries that should 

be given particular attention because they are particularly vulnerable to the adverse 

effects of climate change and/or have significant capacity constraints. All clauses that 

apply to LDCs in the agreement also apply to SIDS, a category to which Timor-Leste 

belongs.31 

Technology: LDC Technology Bank 

The Programme of Action for the Least Developed Countries for the Decade 2011-2020 

(Istanbul Programme of Action  or IPOA) called for the establishment of a “Technology 

Bank and Science, Technology and Information supporting mechanism, dedicated to least 

developed countries which would help improve least developed countries’ scientific 

research and innovation base, promote networking among researchers and research 

institutions, help least developed countries access and utilize critical technologies, and 

draw together bilateral initiatives and support by multilateral institutions and the private 

sector, building on the existing international initiatives.” The Technology Bank was 

officially established in January 201732 and operationalized in September 2017. It is still 

early in the process to assess its effectiveness and therefore the impacts of loss of access. 

After graduation, Timor-Leste would continue to have access to the LDC Technology Bank 

for a period of five years. 

In sum, while graduation may trigger changes in some aspects of assistance delivered  to 

Timor-Leste, it is not expected to significantly alter the development programmes of 

major partners, which will continue to address its specific challenges and vulnerabilities. 

The major sources of financing are not currently limited to LDCs. 

                                                 
31 Article 9.4 states that “The provision of scaled-up financial resources should aim to achieve a balance between 

adaptation and mitigation, taking into account country-driven strategies, and the priorities and needs of developing 

country Parties, especially those that are particularly vulnerable to the adverse effects of climate change and have 

significant capacity constraints, such as the least developed countries and small island developing States, considering 

the need for public and grant-based resources for adaptation.”  Article 9.9 states “The institutions serving this 

Agreement, including the operating entities of the Financial Mechanism of the Convention, shall aim to ensure efficient 

access to financial resources through simplified approval procedures and enhanced readiness support for 

developing country Parties, in particular for the least developed countries and small island developing 

States, in the context of their national climate strategies and plans.” Article 11.1 states “Capacity-building 

under this Agreement should enhance the capacity and ability of developing country Parties, in particular 

countries with the least capacity, such as the least developed countries, and those that are particularly 
vulnerable to the adverse effects of climate change, such as small island developing States, to take effective climate 

change action, (…)”.  
32 A/Res/71/251 
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4. General support measures 

4.1 Ceilings and discounts on the contribution to the 

United Nations system budgets 

According to the Charter of the United Nations, all Member States have the obligation to 

bear the expenses of the UN, as apportioned by the General Assembly.  LDCs benefit from 

ceilings, special rates and discounts.  The main components are the regular budget, the 

peacekeeping budget, the budget of UN tribunals and the budgets of entities of the UN 

system other than the Secretariat. 
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above). 37 Applied to the peacekeeping budget for the period from July 2017 to June 2018, 

the difference would amount to USD 20,410.38  

United Nations Mechanism for International Criminal Tribunals 

The United Nations Mechanism for International Criminal Tribunals was established in 

2010 to fulfill the residual functions of the International Criminal Tribunal for Rwanda and 

the International Criminal Tribunal for the Former Yugoslavia, which have now both 

ended their operations. Half of the budget of  the Residual Mechanism is paid for by 

Member States based on the scale of assessments applicable to the regular budget of the 

United Nations and half in accordance with the rates of assessment applicable to 

peacekeeping operations (resolutions 52/217 and 52/218).  As discussed above, the first 

component is not affected by LDC graduation in the case Timor-Leste. As for the second, 

and focusing on the contributions to the Residual M
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4.2 Support for travel to participate in United Nations 

meetings 
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Annex II: Tables 
Table A.1 Main destinations of Timor Leste´s exports, according to UN Comtrade data, 

2010-2015 

HS 

Code 

Commodity  Value 

(USD 

millions) 

2010-

2015 

Share 

of 

total 

(%) 
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Table A.2. Timor-Leste: bilateral ODA flows from OECD countries, 2006-2015 (net 

disbursements in current prices, millions of US Dollars) 

Donor 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Average 
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Table A.3 Timor-Leste: multilateral ODA flows, 2006-
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