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I. Introduction

This document contains an ex ante assessment of the impacts of the graduation of Myanmar from the least developed
country (LDC) category
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U This assessment is not intended as a cost-benefit analysis to help a country decide on whether to graduate, but as
one of the elements in the CDP’s decision on whether to recommend a country for graduation and as information
that may support the graduating country’s preparation for graduation.

U All efforts have been made, including consulting expert institutions, to provide the most accurate information about
the LDC-specific support measures and the terms of their withdrawal after graduation. The application of some
measures after graduation could be subject to legal interpretations or negotiation. The contents of this assessment
are not to be interpreted as authoritative legal opinions or as anticipating outcomes of negotiations.

* For LDC criteria, see the information on the CDP website, https://www.un.org/development/desa/dpad/least-developed-country-category.html.
For information on the World Bank’s income-based categories, see “World Bank Country and Lending Groups” at
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups and historical data on analytical
classifications at http://databank.worldbank.org/data/download/site-content/OGHIST .xls. .

Il. Impacts of the withdrawal of LDC-related support measures (ISMs)

International support measures (ISMs) for LDCs are mostly in the areas of trade, technical and financial assistance
(development cooperation), and support for participation in international organizations and processes.? When a country
graduates from the LDC category, in principle it cannot continue to benefit from these measures. The General Assembly
has encouraged development and trading partners to put into place mechanisms that will allow graduating countries to
ensure a “smooth transition” out of the LDC category.® Accordingly, some of the international support measures are not
immediately revoked upon graduation and offer “smooth transition” solutions such as extended eligibility or phase-outs.

The impacts of no longer being able to use those measures upon graduation (and any smooth transition periods) depend
on the extent to which they are actually used by the country whilst an LDC and on the measures that apply after graduation.
This section reviews the situation of Myanmar in regard to each of the categories of support measures.

A.  Trade-related support measures*

LDC-specific international support measures in trade consist of: (i) preferential market access for goods; (ii) preferential
market access for services; (iii) special and differential treatment and additional flexibilities under certain regional
agreements; (iv) special and differential treatment under the WTO agreements; and (v) capacity-building, training and
technical assistance related to trade.

1. Preferential market access for trade in goods

Most developed countries and an increasing number of


/development/desa/dpad/least-developed-country-category.html
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups
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Myanmar’s main exports to the Republic of Korea and India would continue to be duty-free under these countries’ free
trade agreements with ASEAN.

In the case of the Republic of Korea, most products are already exempt from tariffs under the agreement with ASEAN. As
mentioned above, RCEP is expected to lead to further decreases in tariffs and non-tariff barriers to trade between its
members. Myanmar’s main exports to the Republic of Korea are garments. Exports under HS chapters 61 and 62 accounted
for 76% of exports in 2017. These products are duty-free under the agreement with ASEAN. Myanmar makes relatively little
use of LDC-specific preferences in the Republic of Korea.® Approximately 93% of the products that qualified for the LDC duty
in 2017 were actually exported under other preferential agreements (the agreement with ASEAN) (89%) or under MFN
terms (4%). Only 7% entered were exported under the LDC preferential tariff. This aggregate number mostly reflects the
situation of non-agricultural goods (including garments). Agricultural goods have made greater use of the LDC preferences,
though only half of eligible products actually used them in 2017.

In 2017, Myanmar’s main export product to India were pulses (HS 0713) (see Box 3 below) most of which would continue
to be duty-free under the agreement with ASEAN.

U Although Myanmar has a high rate of utilisation of LDC-specific preferences in Japan, most of Myanmar’s exports
to Japan that are covered by LDC-specific preferences will continue to be exported duty-free under the ASEAN-
Japan Comprehensive Economic Partnership Agreement (AJCEPA).

Over 70 per cent of Myanmar’s exports to Japan in 2017 were garments. These would continue to be exported duty-free
under the AJCEPA if producers comply with the rules of origin. The standard GSP covers some products, but does not always
ensure duty-free access. According to WTO data, Myanmar’s utilisation rate of LDC-specific preferences in Japan is high.®
Further research may be helpful in identifying any barriers to exporting under AJCEPA (for example related to the capacity
to comply with rules of origin).

Most footwear exports to Japan (11% of exports) would either not be affected by graduation because they were not covered
by LDC-specific preferences; or would only marginally be affected as they will be exported under tariffs of 0-2.2% under
AJCEPA, provided rules of origin are met. Products that corresponded to approximately 3% of footwear exports to Japan in
2017 (0.03% of Myanmar’s exports to Japan) will face MFN rates of 21.5% to 25%.

Fish composed about 3% of Myanmar’s exports to Japan in 2017. Taking 2017 as a reference, at least 98% of the fish exports
would continue to be duty-free.

U Loss of duty-free, quota-free access to the European Union is expected to be the most significant impact of
Myanmar’s graduation. After asmooth transition period of 3 years, Myanmar will no longer be able to export under
the Everything But Arms scheme. This will mean tariffs will be applied for most (though not all) of its exports, and
that Myanmar exporters will need to comply with more stringent rules of origin. The high rate of growth of exports
after the reinstatement of trade preferences in 2013 and the high rate of utilisation of preferences suggest the
withdrawal of the EBA will have significant impacts. Garments are the main export to the EU, and the EU is the
main destination for Myanmar’s garment exports.

Myanmar’s exports to the EU have increased sharply since the reinstatement of trade preferences in 2013, driven largely
by exports of garments (see Figures 2 and 4) (European Commission, 2018). In 2017, the EU was the third largest destination
for Myanmar’s exports, and the largest one with which the country has a trade surplus. Utilisation rates of EBA preferences
by Myanmar are high.1° This is the case for both agricultural and non-agricultural products.'*

8 WTO Preferential Trade Arrangements database, http://ptadb.wto.org.
9 WTO Preferential Trade Arrangements database, http://ptadb.wto.org.

10 WTO Preferential Trade Arrangements database, http://ptadb.wto.org.
11 See European Commission, 2018, for data on utilization in the garment
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Figure 4. Myanmar exports to the EU (millions of United States dollars)

Source: UN Comtrade, extracted on November, 2019.

EU: Applicable schemes in the EU before and after graduation

As an LDC, Myanmar trades under the Everything But Arms (EBA) scheme, which unilaterally grants LDCs duty-free,
guota-free access to the single market for all products except arms and ammunitions. The EU’s current GSP
regulation will expire at the end of 2023 and will be replaced by new regulation the terms of which are not yet
known. Under current rules, when Myanmar graduates, and after a three-year transition period, it will no longer
be able to export under the EBA and would automatically, and until it crosses the upper-middle income threshold
of the World Bank, export under the standard GSP and, for products not covered by the scheme of for which rules
of origin are not met, MFN rates.?

Access to the standard GSP, like the EBA, is conditional upon the beneficiary country respecting the principles of 15
core United Nations (UN) and International Labour Organisation (ILO) Conventions on human rights and labour
rights laid down in Annex VIII Part A of the GSP Regulation. The Foreign Affairs Council in its Conclusions from
February 2018 identified Myanmar for “enhanced engagement” under the EBA on the basis of the seriousness of
their alleged violations of human rights and labour standards (as testified by UN and ILO reports), as well as on the
basis of their substantial trade with the EU.* This issue was addressed during the Fifth European Union-Myanmar
Human Rights Dialogue held in June 2019, and discussions are set to continue.* In February 2020, enhanced
engagement was ongoing. Uncertainty regarding future eligibility for the EBA and GSP may already be holding back
Myanmar’s export potential, particularly in garments. The main difference between suspension from the EBA and
GSP in the context of these procedures and withdrawal of the EBA as a consequence of LDC graduation, in addition
to timing (EBA withdrawal due to graduation would happen only three years after the date of graduation, that is,
not before 2027), is that in the former case Myanmar would also not be eligible for the standard GSP.

Graduating LDCs can apply for the special incentive arrangement for Sustainable Development and Good
Governance (GSP+), which grants duty-free market access for 66% of EU tariff lines. However, in order to be able

12 Under the standard GSP, exports of specific products cease to be eligible for the standard GSP if they surpass certain percentages of the total
imported under the scheme. Myanmar’s exports are currently not close to those thresholds.

13 European Commission, “EU triggers procedure to temporarily suspend trade preferences for Cambodia”, European Commission Fact Sheet, Brussels,
11 February 2019. https://europa.eu/rapid/press-release MEMO-19-988 en.htm

14 European Union External Action, “The European Union and Myanmar hold 5th Human Rights Dialogue” Joint Press Release, 14 June



https://europa.eu/rapid/press-release_MEMO-19-988_en.htm
https://eeas.europa.eu/headquarters/headquarters-homepage_en/64154/The%20European%20Union%20and%20Myanmar%20hold%205th%20Human%20Rights%20Dialogue%20-%20Joint%20Press%20Release
https://eeas.europa.eu/headquarters/headquarters-homepage_en/64154/The%20European%20Union%20and%20Myanmar%20hold%205th%20Human%20Rights%20Dialogue%20-%20Joint%20Press%20Release
https://eeas.europa.eu/headquarters/headquarters-homepage_en/64154/The%20European%20Union%20and%20Myanmar%20hold%205th%20Human%20Rights%20Dialogue%20-%20Joint%20Press%20Release

United Nations Department for Economic and Social Affairs, 6 May 2020

to do so, Myanmar would need to meet two sets of criteria. Myanmar meets the first set — the vulnerability criteria
—which includes a requirement that the country’s share of GSP-covered imports remain below 6.5 per cent of GSP-
covered imports of all GSP countries (import share criterion) and a requirement that 75 per cent or more of the
country’s total exports to the EU under the GSP over a three-year period be in seven or fewer sections under the
Combined Nomenclature of the EU (diversification criterion).*> Myanmar does not currently fulfill the second set
of criteria, which require the country to have ratified and effectively implemented 27 international conventions on
human rights, labour rights, environmental protection and good governance. Myanmar has not ratified three of
the required human rights conventions and five of the ILO conventions.


https://trade.ec.europa.eu/tradehelp/rules-origin-generalised-scheme-preferences
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/guide-contents_annex_1_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/guide-contents_annex_1_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/guide-contents_annex_1_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/customs/customs_duties/rules_origin/preferential/guide-contents_annex_1_en.pdf
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“single transformation” (see above). Currently, limited capacity to produce yarn and fabric within ASEAN means that
Myanmar would not take advantage of regional cumulation rules that could enable it to meet the rules of origin.

12
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formal investigation was opened in March 2018 and safeguard measures were put in place for a period of three
years, with duties reintroduced in January 2019 despite the EBA (European Union, 2019).

Myanmar has also exported significant amounts of rice to India but these exports have fallen since then and none are
recorded on Comtrade for 2017. Should Myanmar export rice to India after graduation, under today’s tariff schedules,
the applicable tariff for the types of rice it has exported in the past would be 80%.

Figure 5 Main destinations of Myanmar’s rice exports (millions of US dollars)

Source: UN Comtrade, extracted on December 1, 2019.

As for pulses, the main markets ident

13
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U Looking beyond current exports, the government of Myanmar has expressed concern that no longer having access
to LDC-specific market access schemes will hamper its efforts to diversify exports, particularly of manufactured

14
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Lao PDR, Nepal and eventually Cambodia would impact the global garment industry in the context of other
relevant transformations in the industry including technological and consumer trends, the prospects for RCEP,
the emergence of African producers and supply-side developments, and how these countries and producers can
best address these challenges. The government on Myanmar, commenting on an earlier version of this draft,
expressed interest in a welfare impact analysis.

2. Preferential treatment for services and services suppliers (the services waiver)

The main LDC-specific market access preferences in services are those granted under the decision adopted by WTO
Members in 2011 known as the “services waiver”.?® The decision allows WTO Members to grant to LDC services or service
suppliers preferential treatment that would otherwise be inconsistent with Article Il (MFN) of the GATS. In 2013, the Bali
Ministerial Decision established steps to promote the operationalization of the decision. In 2014, the LDC group submitted
the “LDC collective request”, identifying the sectors and modes of supply of particular interest to them (S/C/W/356). The
waiver is currently valid until December 31, 2030 (WT/MIN(15)/48). The WTO has received notifications from 24 Members,
including the EU, indicating sectors and modes of supply where they were providing or intended to provide preferential
treatment to LDC services and service suppliers.?*

Upon graduation, Myanmar would no longer have access to preferential treatment under the services waiver unless the
General Council approved a waiver specific to Myanmar. However, the practical implications and effectiveness of the waiver
are unclear (UNCTAD, 2018, Mendoza et al., 2016) and relatively few of the preferences, especially in modes 1 to 3, go
beyond the applied MFN regime. Research on the constraints to service exports in LDCs suggests that supply-side
constraints may be more significant than the lack of preferential market access in services (Sauvé and Ward, 2016). Although
Myanmar is promoting services exports, so far it has not reaped substantial tangible benefits from the waiver

15
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Agreement on Agriculture (and subsequent agreements, decisions, measures)

LDCs and net food importing developing countries (NFIDCs) may

provide, until 2030, certain export subsidies that would otherwise

not be allowed under the Agreement on Agriculture (Article 9.4,

most recent extension in the Ministerial Decision on Export Myanmar does not use agricultural export subsidies.
Competition of 19 December 2015, paragraph 8 (WT/MIN(15)/45 - = Graduation would have no practical impact.
WT/L/980). A country graduating from the LDC category that is not

designated as an NFIDC would no longer be eligible for this

measure after graduation.

LDCs are required to report to the WTO on their use of domestic

support every two years rather than annually (WTO document

G/AG/2 “Notification Requirements and Formats” adopted by the

Committee on Agriculture on 8 June 1995, p. 11).

18
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STDFL. After graduation, Myanmar would no longer be considered a priority country in project financing under the
STDF. The STDF has a target of dedicating at least 40 per cent of total project financing to LDCs or other low-income
countries. After graduation, Myanmar would have to compete with other developing countries for the portion of
resources not under that target. Furthermore, LDCs and other low-income countries have lower co-financing
requirements. After graduation, Myanmar would need to contribute at least 20 per cent of the requested STDF
contribution to a project, up from the current 10 per cent.

U Technical assistance and training within the WTO: Myanmar would benefit from fewer country-specific activities per
year after graduation. It would in principle no longer be eligible for support under the “Least-Developed Countries
(LDCs) and Accessions Programme” (the “China Programme”) which supports LDC participation in WTO decision-making
(see information on travel support below).

Nonetheless, Myanmar is also supported in trade-related capacity-building by a number of different partners and
instruments, including the EU under the Arise+ programme, Germany (GIZ) on improving the environment for trade and
investment and promoting the integration of MSMEs into value chains, and Japan on private sector development and on
customs —

21
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government expenditure was approximately 14% in 2017, which is comparable to Bangladesh,

22
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countries progress to IDA ‘gap’ status and receives IDA financing on blend terms

25
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1bp for USD and 58bp for Yen. Rebates and surcharges on funding cost margin are calculated twice a year, unlike the spread and the maturity premium
which are fixed for the life of the loan.

It is worth noting that if a country is assessed by the World Bank and the IMF to be at moderate or high risk of debt
distress or to be in debt distress under the debt sustainability framework for low-income countries®, it remains
classified as a Group A

26
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Fund). In practice access to funds depends to a large extent on capacity to elaborate projects meeting fund
requirements.

- GAVI, the Vaccine Alliance: Countries are eligible to apply for GAVI support when their Gross National Income (GNI) per
capita has below or equal to US$ 1,580 on average over the past three years (according to World Bank data published
every year on 1 July) and must meet certain conditions, assessed by an independent group of experts. When criteria
are met, countries enter a transition phase. According to GAVI's 2018 Progress Report, Myanmar is currently in a stage
of preparatory transition and is projected to the accelerated transition phase in 2024, towards full self-financing a few
years after that (GAVI, 2018, 2019). This is independent of LDC graduation.

- Global Fund: Graduation from the LDC category does not affect eligibility for 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. The Global Fund also requires that country coordinating mechanisms have certain governance
standards and procedures in place and that the country have eligible programs. LDC graduation is not a factor. Myanmar
is currently on the eligibility list and is considered to have a high disease burden (Global Fund, 2019).%®

2. LDC-specific instruments

Certain instruments have been formulated specifically for LDCs. After graduation (and in some cases smooth transition
periods), Myanmar would no longer have access to these instruments. In addition to the trade-related capacity building,
training and technical assistance mechanisms addressed above:

a) LDC Fund for climate change

After graduating from the LDC category, Myanmar would no longer have access to the support mechanisms that have been
put in place specifically for LDCs to address climate change-related challenges. ** In particular, Myanmar would no longer
be able to access new funding from the Least Developed Countries Fund (LDCF), though projects approved before
graduation would be financed until their completion.

Disbursements under the LDCF follow a principle of “equitable access” for LDC Parties. There are caps on the amount of
funds a single country can receive during a replenishment period (“access cap” of 10 million dollars for the current GEF
replenishment period, GEF-7) and cumulatively (cumulative ceiling of 50 million dollars). By October 2019, Myanmar had
received or been granted approval for 30.17 million dollars under the LDCF, meeting the access cap for GEF-7. Its balance
under the cumulative cap was 19.83 million dollars (GEF, 2019a, 2019b).

Practice regarding graduating countries to date has been as follows: (a) If a country is classified as an LDC at the time of the
approval of the Project Identification Form (PIF) by the LDCF/SCCF Council following technical clearance by the GEF
Secretariat, the project is eligible to receive LDCF support; (b) Projects already approved by the LDCF/SCCF Council prior to
a country’s graduation continue to be supported with agreed LDCF resources until completion (GEF, 2019c).

After graduation, Myanmar would continue to have access to the Special Climate Change Fund (SCCF), the Adaptation Fund
and, more significantly, the Green Climate Fund (GCF) (see above for the latter). The SCCF is open to all vulnerable
developing countries and currently has a portfolio of over $350 million. The Adaptation Fund was established under the
Kyoto Protocol and since 2010 has committed US$ 564 million to climate adaptation and resilience activities, including
supporting 84 concrete adaptation projects.

b) Technology Bank for the LDCs (TBLDC)

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

28


https://www.theglobalfund.org/en/funding-model/before-applying/eligibility/
https://www.theglobalfund.org/en/country-coordinating-mechanism/eligibility/
https://unfccc.int/topics/resilience/workstreams/national-adaptation-programmes-of-action/ldc-portal



https://www.idlo.int/Investment-Support-Programme-LDCs

United Nations Department for Economic and Social Affairs,



United Nations Department for Economic and Social Affairs, 6 May 2020

Table 8 Expected changes in contributions to UN system budgets after graduation*

Entity/
operation

Regular budget

Peacekeeping
operations

Rules

A scale of assessments is determined every three years in a
resolution of the General Assembly, based on indicators of gross
national income, debt-burden, and per capita income, among
others that reflect capacity to pay.

Each Member State is assigned a percentage (the assessment
rate), corresponding to the share of the regular budget its
contribution will amount to.

The minimum assessment rate is 0.001 per cent. The maximum is
22 per cent but for LDCs it is 0.01 per cent.

Based on the scale of assessments for the regular budget, adjusted
by a premium for permanent members of the Security Council and
discounts in the case of all countries with per capita gross national
product below the Member State average. Member States are
grouped into levels based on per capita GNI, with larger discounts
applying for the levels of countries with lower incomes. LDCs are
entitled to the greatest discount, of 90 per cent.

31

After graduation

The 0.01 per cent cap no longer applies. If graduation happened today,
the applied rate of contribution for Myanmar would be 0.023 per cent
which, based on the 2019 budget, would mean an increase in
contributions of the order of 400,000 dollars per year.

The applicable discount rate for Myanmar would be reduced to 80 per
cent. Applied to the 2017-2018 budget, this would mean an increase
in contributions of the order of 235,000 dollars a year.


https://undocs.org/en/A/73/11
http://www.un.org/ldcportal

United Nations Department for Economic and Social Affairs,
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Myanmar would no longer have access to LDC-specific support for travel to attend international meetings. Support for
LDCs to attend the meetings of the General Assembly are available for a smooth transition period of 3 years, if requested.
The country would still benefit from travel support extended to non-LDC developing countries.

Myanmar would no longer benefit from more flexible reporting requirements under the UNFCCC. It would also no longer
benefit from subsidies provided by the Canton of Geneva, Switzerland, for the operational costs of its diplomatic offices.

M. Preparing for the transition

One of the purposes of this assessment is to provide the relevant stakeholders, including the government and trade and
development partners, with information that can help to plan ahead for the transition out of the LDC category. A graduation
transition strategy can both address the impacts of graduation and help gear efforts towards the country’s longer term
development goals, in the context of national priorities, strategies and plans as well as other simultaneous transition
processes (for example, transition out of the World Bank’s IDA), when applicable. A transition strategy should be driven by
the government, drawing on support from the international community.

A graduation transition strategy can address both (i) the impacts of graduation and (ii) the country’s broader development
challenges and aspirations. The component of the transition strategy that addresses the impacts of graduation may include
efforts to (i) use of the remaining periods of LDC-specific support measures strategically; (ii) delay any impacts when
possible; (i) conceive, assess and negotiate alternatives in critical areas; and (v) adapt to the new context. Further research
would be helpful in specific areas. The table below, based on the analysis contained in this document, suggests possible
measures to take into consideration when formulating this strategy.

Table 9 Possible elements of a transition strategy — addressing impacts

Trade

Development cooperation and support for participation in
international organizations and processes

Strategic use of

Take advantage of the EIF and other trade-related capacity-

Ensure full use of the maximum allocation under the LDCF

temporary derogation from the EU rules of origin for the
standard GSP (particularly in garments).53

If considered relevant, consider engaging with WTO members
to request an extension of the pharmaceuticals exemption
under TRIPS beyond the date of graduation.

LDC-specific building and technical assistance instruments that are | before graduation.
support measures | exclusive to LDCs to address the trade-related challenges Work with the Technoloav Bank t inclusion in it
for the remaining | expected after graduation. Special attention should be given L ology ban 1o securé inclusion in its
eligibility period to the garment industry. activities for the remaining eligibility period.
Raise awareness and build capacity among the private sector ﬁ;sc:eia\r,]vgitgifezstgorlr&)lle;r?neanrt Support Programme- for
and potential investors on the expected impacts of graduation y '
on tariffs and rules of origin in key markets.52 Clarity on the
expected impacts may help reduce investor uncertainty in the
period leading up to graduation.
Delay If considered relevant, explore the possibility of applying for a | Work with partners to ensure that where a reduction of grants

or other forms of assistance is expected, resources are
secured, if necessary, to ensure continuity and avoid
reversals.

Request the 3-year extension of support for travel to the
General Assembly meetings and, where applicable, apply for
similar extensions in other organizations.

Consider requesting the ITU Council to authorize Myanmar
to continue to contribute to the ITU budget at the lowest rate.

33
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