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Trade can offer positive solutions to manage the COVID-19 pandemic,
support economic recovery and spur the transition towards more
inclusive and sustainable economies. The Commonwealth's diverse
members will face varied opportunities and challenges and follow
multiple recovery tracks based on the structure of their economies,
the composition of their exports and their inherent features and
vulnerabilities. Commonwealth countries can look to use their global
and intra-Commonwealth trade as essential tools for building back
better and promoting a more inclusive, resilient and sustainable future.

Chapter 5 identifies and examines 10 inter-related policy areas
for revitalising trade. Some of the key takeaways are:

* Global economic prospects over the next few years
will determine trade recovery, although strengthened
multilateral and regional co-operation will enable and
enhance developing countries’ participation in world trade,
especially least developed countries and graduates.

» The UK's new trade agreements with Commonwealth countries offer
untapped opportunities to expand trade and investment and deepen
economic co-operation, includingin services, digital trade and FinTech.

* Tourism-dependent countries need to implement recovery
plans that address demand and supply factors, support
domestic and regional travel, and make the industry more
resilient, including by adopting digital technologies.

« Commonwealth countries can harness digital technologies
to boost their trade recovery and improve competitiveness,
adopt paperless trade, and promote more sustainable and
circular trade, especially for agriculture and fisheries.

* Recovery efforts should be framed overall by the importance
of ensuring inclusive trade for women and youth and
especially promoting women's economic empowerment.



Commonwealth countries can follow multiple
tracks to trade recovery and building resilience.

s and graduates



Trade can offer positive solutions to manage the COVID-19

pandemic and will be an essential tool for economic recovery.

With vaccines being distributed globally, many countries are
starting to lift national restrictions, open economies and
resume trade and travel. Each Commonwealth member
country has its own unigue pathway and policy options for
recovery, although access to vaccines plays an indispensable
part for all of them. Digital technologies can enable this
economic recovery process, while vaccination programmes
are likely to fare better in countries where supply chains and
public health services are digitised. Overall, the outlook for
Commonwealth countries' trade recovery is inextricably
linked to global economic prospects (IMF, 2021b) as well as

the structure of their economy, the composition of their
exports and theirinherent characteristics and vulnerabilities,
especially for least developed countries (LDCs) and small
states. Commonwealth countries can also leverage

regional trade agreements and regional co-operation
mechanisms, discussed in the previous chapter, to grow
their exports and build back better from the pandemic.

This chapter sets out some of the possible pathways for trade
recovery from the pandemic. Itidentifies and examines 10
inter-related policy areas for revitalising trade, while ensuring
inclusiveness, especially for women and youth, and promoting
more sustainable trade and circular economy principles.
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5.2 Strengthen
and reform the
multilateral

An effective rules-based global trading
system offers the best framework to enable
aninclusive and sustainable recovery

in world trade. This requires members

of the World Trade Organization (WTO)

to work collectively to strengthen and
reform trade multilateralism to tackle this
century's new and emerging trade issues
and challenges (Soobramanien etal., 2019).
However, the certainty and stability of the
rules-based multilateral trading systemiis
increasingly at risk from the geopolitical
and geo-economic rivalry between the
USA and China, the growing backlash
against globalisation in many countries

and the use of unilateral trade measures

by some WTO members. More recently,
complaints by the USA of “overreach” by
the WTO's Appellate Body (AB), leading to
its refusal to agree to new appointments as
the terms of appointees expired, thereby
rendering the AB dysfunctional (Remy,
2020), and China's attempts to advantage
state-owned enterprises have aggravated
existing tensions. There are also concerns
that some parts of the WTO rulebook for
nmanaging world trade may be out-dated.
These rules need to take into consideration
the growth of trade in digital goods and
services, changing modes of manufacturing
and the challenges of climate change,
natural disasters, environmental
sustainability and biodiversity loss.

With anew WTO Director-General

at the helm, the need to undertake
some reform and strengthen the WTO
systemis widely recognised. For this

purpose, there are various proposals
by WTO members and groups, for
example the Canada-led Ottawa
Group and the Africa Group. In October
2019, Commonwealth Trade Ministers
reaffirmed their commitment to work
constructively together and with other
WTO members on the necessary
reform of the organisation and urged
thatany reforminthe WTO take into
account the views of all members.

It could be useful to situate these
discussions onreformingthe WTO in

the context of its founding purpose. The
Preamble to the Marrakesh Agreement
highlights the WTO's objectives as
increasing incomes, helping create
employment, supporting sustainable
development andraising living standards
(WTO, 1995). Moreover, the 2030

Agenda for Sustainable Development
recognises the role of international trade
—bothdirectly and throughits indirect
influences in other areas —in achieving
many specific Sustainable Development
Goals (SDGs) and targets. For example,
trade directly appears under seven

goals concerning hunger, health and
well-being, employment, infrastructure,
inequality, conservative use of oceans and
strengthening partnerships (UN, 2015).
Bearing this in mind, the WTO should
strive to respond to the needs of its more
disadvantaged members by ensuring
alevel playing field in world trade and
providing a platform for them to articulate
and advance their trade and development-
relatedinterests. WTO members

could consider severalimmediate and
prospective actions to build a more
robust rules-based trading system.

5.2.1 Immediate actions

Inthe short term, consideration could
be given to avoiding protectionism
and improving vaccine production

and distribution, strengthening the
enabling environment for e-commerce,
addressing fisheries subsidies

and improving food security.

One of the WTO's key functions

is promoting transparency and
predictability in world trade by
requiring members to notify their
domestic measures affecting trade
and submitting their trade policies for
regular review. To enhance certainty
intimes of crisis, WTO members
should work to strengthen disciplines
on exportrestrictions. They can also
improve the functioning of the regular
working bodies to monitor trade policy
responses to the pandemic, especially
vaccine distribution, and ensure any
measures are "temporary, targeted,
proportional and transparent” (WTO,
2020I). The WTO membership should
also strive to reconcile intellectual
property rules and public health to help
ensure affordable and equitable access
tovaccines to help revitalise global trade,
the movement of goods and people
and the opening of economies. Easing
domestic regulations to ensure a ready
supply of service providers in essential
sectors like health care could also
facilitate post-pandemic preparation
(Kampel and Anuradha, 2021).

COVID-19 has underscored the
importance of digital trade, especially
e-commerce and the online delivery
of certain services, for mitigating
some of the consequences of the
pandemic, as discussed in Chapter

2. With this in mind, WTO members
should consider ways to accelerate
e-commerce discussions in aninclusive
manner to support the development
of this digital trade sector. They
could start by identifying any areas
where convergence is possible. As
these discussions progress, and



given the digital divide between WTO
members, itis imperative to prioritise
the development dimension to build
digital trade capacity in developing
countries and LDCs. Itis also important
to explore practical solutions to address
many legitimate concerns of these
countries, for example through a new
and invigorated Aid for Digital Trade
initiative (see Section 5.8) or drawing
on the Trade Facilitation Agreement's
innovative approach to implementation
linked to capacity support.

A negotiated agreement on fisheries
is long overdue and should be adopted
at the 12th Ministerial Conference

of the WTO (MC12).! Fish stocks

are being depleted at unsustainable
rates, affecting economic growth,
food security and livelihoods in many
coastal countries and communities,
especially small states and small
island developing states (SIDS). WTO
members are seeking comprehensive
and practical disciplines to prohibit
specific forms of fisheries subsidies
that contribute to overcapacity and
overfishing, while also eliminating
subsidies that contribute toillegal,
unreported and unregulated (IUU)
fishing, and considering effective and
appropriate special and differential
treatment for developing countries
and LDCs. Since all major economies
have aninterestin the fisheries
negotiations —and delivering the
SDGs —there s a strong possibility

of reaching an outcome.

The pandemic has also fuelled
discussions on the need to maintain and
enhance food security. Inresponse to
COVID-19, several producing countries
adopted measures that restricted

trade in food (see Chapter 4), while
othersresorted to stockholding to
ensure sufficient domestic supplies.
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This jeopardised the security of

food supplies for many developing
countries and LDCs, which rely on
global markets to meet their food and
nutritional needs. Some WTO members
have stressed the need to reach an
outcome on apermanent solution

to public stockholding (PSH) to help
ensure food availability, especially for
the poor and the most vulnerable,
during times of crisis. However, other
developed and developing country
members are cautious that some of
these programmes may cause trade
distortions and that products benefiting
from PSH should not be exported.

5.2.2 Prospective actions

As part of a broader reform
agenda, itis paramount to find a
solution to the dispute settlement
impasse and to identify practical
ways for trade multilateralism to
support greater environmental
sustainability, especially in light of
the SDGs and global commitments
to addressing the climate crisis.

Anurgent priority is to ensure a
functional Dispute Settlement
Understanding (DSU) and AB, which

is critical to preserve the rules-based
multilateral trading system. As alluded
earlier,on 10 December 2019, the AB
was rendered dysfunctional, leaving the
WTO without a credible enforcement
mechanism and allowinglosing parties to
lodge appeals "into the void”. Although
WTO members have recourse to

other dispute settlement alternatives,
they are regarded as second best and
some WTO members may not accept
them. A sub-group of WTO members,
including several Commonwealth
countries, has proposed the Multiparty
Interim Appeal Arbitration Agreement
toimitate the defunct two-tier appeal

process, although this does not enjoy
widespread legitimacy (Remy, 2020).

A greenrecovery from the pandemic
will require WTO members to
consider urgent actions to address
the increased risks and challenges

of climate change, natural disasters,
environmental sustainability and
biodiversity loss. This requires

the global community to pursue
greater coherence and "mutual
supportiveness” between the
multilateral trade and environment
regimes, especially regarding climate
change, where the WTO has no specific
provisions. This has manifested
itselfin a growing number of WTO
disputes that involve energy, especially
renewable energy (Rutherford, 2020).
More recently, several countries,
including Canada, EU members and
the USA, have shown aninterest

in using border carbon adjustment
mechanisms to tackle climate change
(OECD, 2020e), which could be subject
to WTO rules and procedures. These
measures could also have significant
implications for international trade
and present smaller developing
countries with a new set of challenges.
They may also affect the investment
landscape and require developing
countries to design more integrated
climate change investment plans.

Thereis an opportunity for the UK, which
in 2021 chairs the G7 of industrialised
nations and the 26th Conference of

the Parties (COP26) of the United
Nations Framework Convention on
Climate Change (UNFCCC), to provide
leadership and advocate globally for a
greener trade-led recovery as well as
additional support for the smallest and
most vulnerable countries. Furthermore,
itis salutary that 53 WTO members,
including several Commonwealth
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countries, have indicated their
willingness to start structured
discussions on trade and environmental
sustainability. These discussions seek
towork on "deliverables” at MC12 and
beyond on environmental sustainability
invarious areas of the WTO (WTO,
2020m). WTO members are considering
advancing multilateral co-operation
ontradein environmental goods

and services as well as investment

in greeninfrastructure, removing

fossil fuel subsidies and investment

in environmentally sustainable
technologies. Plastics pollution and
plastics trade thatis environmentally
sustainable are now also receiving
much-needed attention. Aninformal
dialogue, which involves several
Commonwealth members, aims

to start multilateral discussions on
trade as a solution to the detrimental
effects of plastic pollution on the
environment, health and economy.

Efforts to strengthen and reform

the multilateral trading system can
underpin a broader framework for
recovery. In particular, an enabling
global trading environment will support
and enhance the participation of
developing countries, especially LDCs,
inworld trade, as discussed next.

5.3 Enhance
support measures
for LDCs and
graduates

COVID-19 has significantly affected the
trade prospects of the Commonwealth's
LDC members and those graduating
from this category. After Vanuatu's
graduationin December 2020,

Solomon Islands is set to follow in 2024.
Bangladesh was also due to graduate
inthat year but its transition period has
been extended by two years on the
back of the pandemic (Centre for Policy
Dialogue, 2021). For these and other
Commonwealth LDCs, a protracted
pandemic poses significant risks to
sustainable graduation pathways.

LDC governments and their
development partners willneed to
redouble efforts to tackle existing
vulnerabilities and bridge the "resilience
gap"ifthey are to effectively confront
the heightened challenges emanating
from COVID-19. Such factors should
focus on developing productive
capabilities in higher-productivity
sectors and higher value-added
activities to structurally transform
their economies and make them

more resilient to future shocks.
Chapter 2 highlighted the digital divide
that Commonwealth LDCs face. It

is imperative to bridge this gap by
enhancingdigital literacy, promoting
digital connectivity, investing in
digitalinfrastructure and ensuring
access to digital technologies.

Multilateral support can play a key role.
The multilateral trading system must
take into consideration the special
requirements of LDCs (see Chapter 4).In
turn, much can be done to enhance debt
sustainability and to de-risk, incentivise
andimprove access to finance for LDCs
to help provide the resources necessary
to build back better in the wake of the
pandemic. Progress in the next decade
will be critical to ensure LDCs are not left
behind. The end of the 10-year Istanbul
Programme of Action (IPoA) in 2020
provides pause for critical reflection as
well as an opportunity to develop a newly
invigorated agenda of support for LDCs
considering the heightened challenges
resulting from COVID-19. The Fifth

United Nations Conference on LDCs,
which is scheduled for January 2022, will
look to mobilise additional international
support measures and actions for
LDCs and foster arenewed partnership
between LDCs and development
partners (Gay, 2020). At the WTO,

the LDC group of countries has also
requested a comprehensive "smooth
transition” process for graduating LDCs
under the WTO system, enabling them
to continue benefiting from some

WTO flexibilities for a period of 12 years
after graduating (WTO, 2020n).

Another area for supportin terms of
trade recovery for LDCs relates to
building their capacity to take advantage
of duty-free market access for a

range of their exports in developed
economies, including Australia, Canada,
the EU, the UKand the USA, as well as
some developing countries like China
and India; the latter two countries will
be key drivers of global recoveryin 2021
(IMF, 2021b). Furthermore, developed
countries can offer commercially
meaningful preferences to LDCs to
help them take advantage of the WTO
services waiver toincrease and diversify
services exports. However, preference
utilisation by many LDCs is low owing

to their lack of productive capacity

and trade-enabling infrastructure
(Commonwealth Secretariat, 2015).
LDCs candraw onthe WTO's Enhanced
Integrated Framework for LDCs, the
United Nations Technology Bank for
LDCs and other bilateral and regional
Aid for Trade (AfT) programmes to
strengthen their trading capacities,
including for digital trade. This will

be important to take advantage of
existingand new trading opportunities
in other countries, like the UK post-
Brexit as well as to deepen the trade
relationships with emerging economies,
particularly China (Box 5.1).



BOX 5.1
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COMMONWEALTH TRADE LINKAGES WITH CHINA BEYOND THE PANDEMIC

Commonwealth countries' trade linkages with China are strong and growing and have been resilient to the impacts of the
COVID-19 crisis. Overall, China was the third-largest trading partner for Commonwealth countries (after the USA and the
EU-28)in 2019, accounting for 12 per cent of the Commonwealth's exports and 15 per cent of imports. During the past two
decades, the share of the Commonwealth's exports to China has risen six-fold, to 12 per cent in 2019, while the share of
imports sourced from China has expanded four-fold, to 15 per cent (Figure 5.1). Given their geographical proximity, Asia-
Pacific and South Asian Commonwealth countries are much more reliant on China for trade.

Chinais the only major economy to have registered positive growth in 2020, and its economy is projected to grow by 8.4
per centin 2021. The spill-over effects of this growth offer numerous opportunities for Commonwealth countries to revive

their trade flows. First, Commonwealth
LDCs can benefit from duty-free

access forarange of their exports.
Second, China has ratified the Regional
Comprehensive Economic Partnership
three months ahead of schedule,
indicating the significance it attaches to
this trade agreement, which includes five
Commonwealth countries. Third, China
already has free trade agreements with
several Commonwealth countries, and
their focus should be on fully implementing
these.? Recently, the UK also expressed
aninterestin strengthening economic
and trade links with China. For Africa, the
year 2020 marked the 20th anniversary
of the founding of the Forum on China-
Africa Co-operation (FOCAC). The Beijing
Action Plan 2019-2021 provides for
considerable economic, industry, trade
and investment co-operation, including
establishing the China-Africa Private
Sector Forum and a US$5 billion special
fund to finance imports from Africa, as
well as support to develop the continent's
infrastructure, including through the Belt
and Road Initiative (see Box 3.5 in Chapter
3).* Finally, Commmonwealth countries
from Africa to the Caribbean could also
benefit from pent-up demand for tourism
once international travel resumes,
especially since many Chinese travellers
are affluent, with considerable spending
potential. Spending by Chinese travellers
makes up 21 per cent of all tourism
spending worldwide. In addition, Chinese
travellers spend on average more per

trip than tourists from any other country
(UNWTO, 2017).

FIGURE 5.1
THE COMMONWEALTH'S RISING TRADE WITH CHINA, 2000-2019
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Note: The data illustrates the pattern of trade in goods. It covers exports to and
imports from mainland China only and excludes Hong Kong. The numbers on the bar
indicate trade share.

Source: Commonwealth Secretariat (calculated using data from UNCTADstat dataset)
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5.4 Utilise
new trading
opportunities
post-Brexit

The UKis a key destination for
intra-Commonwealth exports, with
considerable potential for further
expansion beyond the pandemic. On 31
January 2020, the UK formally ceased

to be amember of the EU and entered

a transition period until December of
that year. During this period, the existing
rules on trade, travel and business
between the UK and the EU continued

to apply. Trade between the UK and the
27 members of the EU is now governed
by the UK-EU Trade and Co-operation
Agreement (TCA).* The TCA,
implementedon 1 January 2021, is a free
trade agreement (FTA) covering allgoods
and limited services that leaves scope for
regulatory regimes to diverge over time.®

5.4.1 UK-Commonwealth trading
relations

In 2019, Commonwealth countries'
exports to the UK were worth US$116
billion. The UK market absorbed around
13 per cent of intra-Commonwealth
goods exports and 25 per cent of
services exports. Dependence on

the UK differs significantly among
Commonwealth regions and member
countries and by sectors (Figure 5.2). For
example, many African, Caribbean and
Pacific (ACP) countries rely heavily on the
UK market for specific exports, including
beef, bananas, fresh vegetables, fish,
sugar, rum, textile and apparel products.

Collectively, the 19 sub-Saharan African
(SSA) countries rely the most on the UK
for both goods and services exports.

Belize sends one-fifth of its total goods

exports to the UK, while another eight
countries send more than 5 per cent.
More striking is the significance of the UK
market for intra-Commonwealth services
exports. Six countries trade more than

15 per cent of their total services with
the UK. Another 12 send around 10-15
per cent. Overall, small states have the
highest share for services (at around 16
per cent), which comes for the main part
through the travel and tourism sector.

Although the UK accounts foronly a
small share of most Commonwealth
LDCs'exports, its shareis as high as 9
per cent for Bangladesh (mostly apparel
products), almost 4 per cent for Malawi
and over 2 per cent for Rwanda and
Tanzania. Onaverage, 6 per cent of LDC
services exports are destined for the UK.

The UK's trade regimes and
Commonwealth imports

The UK-EU TCA provides greater clarity
for Commonwealth governments and
business on how their trade might be
affected bothimmediately and in the
future. There may also be opportunities
to deepen and enhance their broader
economic relationship with the UK.

The UK's trade regimes are directly
modelled on those of the EU (Table 5.2).
Most countries with which the EU has an
economic partnership agreement (EPA)
oraFTAare coveredbya UKFTAor
Bridging Mechanism. For the rest, the UK
has established a Generalised Scheme
of Preferences (GSP), which, like its EU
counterpart, has three segments that
offer better market access terms than
the WTO. These are the LDC Framework
GSP, which offers market access
equivalent to the EU's Everything But
Arms (EBA), the Enhanced GSP regime,
modelled onthe EU's GSP+and the
General Framework GSP for other low-
and lower-middle-income countries.
Like its EU model, the UK GSP (except

the LDC Framework) excludes many
goods, especially agricultural products.®
Countries deemed to be too competitive
for certain products are also "graduated
out" of the GSP for those products. For
example, Indiais graduated out of the
GSP for 2,652 tariff lines (Stevens, 2021).

The UK's new trade agreements with
ACP countries continue to provide
duty-free and quota-free (DFQF)
market access for their exports.
However, the UK's pursuit of future
trade deals globally could create
greater competition for ACP suppliers.
Moreover, some ACP exporters that
depend heavily on the UK market for
certain sensitive products, including
bananas and sugar (Box 5.2), have raised
concerns about the implications of
the UK's tariff regime for their trade.

Importantly, the UK has made some
improvements to the EU regime

and there may be scope for further
reforms, including reviewing certain
standards or adopting simple and less
restrictive rules of origin. For example,
alongstanding concern of many ACP
exporters relates to the high standards
and regulations required for access to
the EU market. Many argue that some
of these regulations are unnecessarily
onerous, even protectionist (Vickers,
2018). Forinstance, citrus exports
from South Africa have faced more
stringent sanitary and phyto-sanitary
(SPS) conditions as a result of citrus
black spot, a harmless fungal disease.
However, from 1 April 2021, imported
citrus into Britain (not Northern Ireland)
will no longer require a SPS certificate,
while other fruits, such as guavas, kiwis
and passion fruit, are also exempt. More
broadly, the UK's narrower range of
climatic conditions and production than
the whole of the EU provides scope to
relax onerous health checks on a wider
set of Commonwealth exports without
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FIGURE 5.2

SHARE OF COMMONWEALTH MERCHANDISE AND SERVICES EXPORTS TO THE UK, 2017-2019 AVERAGE
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Note: The shares represent the proportion of merchandise and services exports destined for the UK market during 2017-2019

Source: Commonwealth Secretariat (calculated using UNCTADstat and WTO-OECD BaTIS datasets)

BOX 5.2
THE UK SUGAR MARKET: ASWEET OR STICKY DEAL FOR THE ACP?

Sugar is a major export for several Commonwealth developing countries. For example, sugar makes up just over 30 per cent
of Belize's total merchandise exports, about 20 per cent for Eswatini, 10 per cent for Mauritius and 9 percent for Fiji (Table
5.1). The UKiis a traditional market for these sugar-producing countries, especially for raw sugar, which is then refined by Tate
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and Lyle. Barbados sends allits raw sugar to the UK, Belize around 83 per cent and Fiji approximately 48 per cent. Thisis an
extremely sensitive sector for these countries. It earns foreign exchange, creates jobs and sustains many livelihoods. In 2017,
the EU, including the UK as a member, reformed its restricted, high-priced sugar market in line with world prices. This reduced
the value of ACP sugar exports.’

The UK's trade agreements with ACP countries continue to provide duty-free and quota-free (DFQF) market access for sugar.
From 1 January 2021, the UK also implemented an annual autonomous tariff rate quota (ATQ) of 260,000 metric tonnes of
raw sugar at zero tariffs (ACP-LDC Sugar Industry Group, 2020; also DIT, 2020). This raises the competitive stakes in the UK
market for ACP producers because of their higher production costs compared with other producers, such as Brazil, while
some global producers are also subsidised (DIT, 2020).

The UK and the EU both grant DFQF access to the ACP. However, their bilateral TCA does not provide "diagonal cumulation”
provisions for ACP countries, which could affect demand for raw sugar imports from the ACP. More than 70 per cent of sugar
consumptioninthe UK and the EU is in the form of processed food and drink, with considerable trade in these products
between the UK and the EU (EPA Monitoring, 2021). Without diagonal cumulation, raw sugar imported from the ACP and
refined locally will not be considered as UK-originating when contained in processed products traded between the UK and the
EU. Since these products would not benefit from the preferential rules of origin, UK companies might consider using UK or EU
beet sugarinstead.

These developments will continue to present a challenging outlook for ACP sugar-exporting countries in maintaining
sustainable sugar agriculture and agro-industry as part of their economic mix for recovery and building back better.? It will
significantly affect smallholder producers, mainly inrural areas, and create unemployment as well as having impacts on export
earnings, retarding progress towards achievement of the SDGs.

Consideration should be given to finding ways of preserving the value of preferential market access to the UK sugar market for
ACP sugar-producing countries. Simultaneously, these countries need to devise ways to reduce their costs and improve their
efficiency, including through multilateral and bilateral Af T initiatives.

TABLE 5.1
THE SIGNIFICANCE OF THE UK SUGAR MARKET TO COMMONWEALTH ACP COUNTRIES, 2017-2019 AVERAGE

ACP sugar exports to the UK*

Y Share ofsugar.in Value of sugar Share of total Value of raw sugar Share of raw

LI e e total merchandise exports tc.) t.he UK sugar exports exports t(? t'he UK sugar exports
exports (%) (US$ million) to the UK (%) (US$ million) to the UK (%)

AllACP countries 0.75 164.3 8.86 128.6 11.43

Ofwhich

1 Belize 30.91 51.8 83.21 51.8 83.21

2 South Africa 0.43 29.0 7.60 18.2 8.35

3 Fiji 8.17 28.7 48.26 28.7 48.28

4 Mauritius 9.91 20.5 10.40 141 17.38

5 Mozambique 3.41 20.1 11.35 9.5 20.63

6 Jamaica 0.79 51 37.81 1.9 30.27

7 Guyana 0.36 4.7 33.89 0.0 0.00

8 Eswatini 18.28 4.2 1.21 4.2 1.36

9 Barbados 0.07 0.2 78.28 0.1 100.00

10 Zambia 1.42 0.0 0.02 0.0 0.02

Note: * Sugar is classified as HS code 1701; raw sugar is calculated as HS 170113 and 170114.
Source: Commonwealth Secretariat (calculated using WITS data)



endangering either UK producers
or consumers (Stevens, 2021).

It was also noted in the previous
chapter that Caribbean service
suppliers have not, so far, been able to
take advantage of their EPA with the
EU —the only EPA with ACP countries
covering services —as they face barriers
related to the mutual recognition of
standards and difficulties in obtaining
visas. The UK could seek to ease
these constraints, especially given the
large Caribbean diasporain the UK.

While trade continuity has been
assured for most Commonwealth
countries, there are some challenges.
Animmediate hurdle relates to border
disruptions affecting supply chains
moving Commonwealth-originating
goods and services across the UK-EU
border (such as cut flowers or audio-

TABLE 5.2
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visual products) (Stevens, 2021).In
addition, agri-food exports from
Commonwealth developing countries
that undergo some form of repackaging
and/or processing within the triangular
supply chain prior to onward shipment
will also be affected by rules of origin
and face most-favoured nation tariffs
(e.g. Fairtrade sugar, fully traceable
sustainably certified palm oil, cocoa
products, tuna and other fisheries
products) (EPA Monitoring, 2021a).°

Border controls on transhipped goods
willbecome increasingly onerous

as the EU and the UK's standards
diverge, as has already begun.
Agricultural products, including

plant and animal exports, will have

to be certified under both UK and

EU standards because the UK'is
diverging from EU practice. Similarly,

NATURE OF THE UK'S IMPORT REGIME FOR COMMONWEALTH COUNTRIES, MARCH 2021

there are no provisions for the
cross-recognition of manufactured
goods standards, so any goods sold
in both the UK and the EU market
will have to be certified separately in
each jurisdiction (Stevens, 2021).

Prospects for UK-Commonwealth trade

There are numerous opportunities to
deepen economic relations between
the UK and the Commonwealth beyond
the pandemic. The UK government's
commitment to this goal as part of its
"Global Britain" strategy is evident, for
example in hosting the 2020 UK-Africa
Investment Summitin London and
appointing trade envoys for countries
or regions like the Commonwealth
Caribbean. The UKiis also a strong
advocate and leading donor of AfT to
help developing countries and LDCs
boost their regional and world trade.

Reliance on the UK market

Regime Commonwealth countries
__ Value ($, million) | Share (%)

Full FTA(9)

Botswana, Eswatini, Lesotho, Mauritius, Mozambique,

Namibia, Seychelles, Singapore, South Africa

Partial FTA (1)
Provisional FTA (13)

Canada

Ghana, Grenada, Guyana, Jamaica, Papua

New Guinea, Saint Lucia, St Kitts and Nevis

Bridging Mechanism (6)

Cameroon, Kenya, St Vincent and the Grenadines,

Trinidad and Tobago, Samoa, Solomon Islands

GSP: LDC Framework (11)

The Gambia, Malawi, Rwanda, Sierra Leone, Uganda,

Tanzania, Zambia, Bangladesh, Kiribati, Tuvalu, Vanuatu

GSP: Enhanced Framework (2)
GSP: General Framework (2)
TCA (UK-EU) (2)

Most-favoured nation (7)

Pakistan, SriLanka
Nigeria, India
Malta and Cyprus

Australia, Brunei Darussalam, Malaysia, Maldives, Nauru,

New Zealand, Tonga

Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica, Fiji,

9,204 1.8
14,924 3.3
769 2.2
580 31
3,663 6.5
2,511 7.0
10,665 2.8
267 4.1
13,810 2.5

Note: Datais for exportsin 2019. The share indicates the proportion of members' global exports destined for the UK.
Source: Commonwealth Secretariat based on Stevens (2021)
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Meanwhile, the creation of the Foreign,
Commonwealth & Development Office
provides a springboard to integrate all
of the UK's diplomacy and development
efforts (HM Government, 2021). There
are further initiatives or opportunities
toboostintra-Commonwealth trade
with the UK, as introduced below.

First, the UK government aims to
complete bilateral FTAs covering 80
per cent of UK trade by 2022, which
would probably include tariff-free trade
with three Commonwealth members
—Australia, Canada and New Zealand
—aswellas the EU, Japan and the USA.
Furthermore, the UK plans to accede
to the mega-regional Comprehensive
and Progressive Agreement for
Trans-Pacific Partnership (CPTPP),
discussedin Chapter 4, which includes

six Commonwealth members: Australia,

Brunei Darussalam, Canada, Malaysia,
New Zealand and Singapore. These
new trade deals have implications for
Commonwealth countries and may
require adjustment support (Box 5.3).
Other FTAs with Commonwealth
member countries are also possible.
Modelling a UK-India FTA, for example,
suggests that trade could increase
substantially (Banga, 2017).1°

Second, andrelated to the above, the
UK can diversify some of its food trade

towards the Commonwealth. Annually,
the UK imports food worth US$65
billion and around 70 per cent of thisis
sourced from the EU. FTAs with major
agricultural producers such as Australia,
Canada and New Zealand could offer
substantial scope for anincreasein
Commonwealth trade (Stevens, 2021).

Third, there is an opportunity to

develop new and deeper forms of
economic co-operation across the
Commonwealth. There are already
examples like the Commonwealth
Standards Network. The UK Government
has alsoidentified digital trade as one of
the main sources of economic growth
torecover from the pandemic. The
digital sector accounted for around 7.6
per cent of the UK economy in 2019 and
UK trade flows are increasingly digital:

an estimated two-thirds of UK services
exports and a half of UK services imports
were digitally delivered in 2018 (Sands
etal, 2021; see Chapter 2). Thereis the
possibility for UK agreements with other
Commonwealth countries around digital
trade, such as the planned negotiations
for a separate UK-Singapore Digital
Economy Agreement (Ciofu, 2020).

Fourth, thereis considerable scope
for further co-operationin services,
where the UK is already relatively open
in trade terms but where regulatory

requirements are complex. A renewed
partnershipin areas like financial
services technology could help further
develop mutually beneficial trade.
Theincreasing servicification of
several Commonwealth economies,
coupled with greater digitalisation,
also provides opportunities for
increasing bilateral services trade.
The UK could consider offering
commercially meaningful preferences
to LDCsinline withthe WTO LDC
services waiver (Primack, 2017).

Finally, the UK'is an important driver
of services exports for many tourism-
dependent ACP countries. For example,
UK arrivals are most important for
Barbados; second mostimportant for
Saint Lucia; and third mostimportant
for St Kitts and Nevis (Commonwealth
Secretariat, 2016). These countries
should already engage in branding and
marketing to benefit from pent-up
demand and excess savings once
international travel resumes. This

is especially important given that

UK travellers are reported to spend
seven times more than the average
touristin the Caribbean (Global News
Matters Caribbean Research, 2016).
However, this requires settingin

place demand and supply measures
to benefit, as discussed next.
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BOX 5.3
POTENTIAL IMPLICATIONS OF FUTURE UK FTAS FOR COMMONWEALTH COUNTRIES

Dynamic Global Trade Analysis Project (GTAP) modelling of tariff-free trade between the UK and Australia, Canada, the EU-27,
Japan, New Zealand and the USA suggests these F TAs could affect many Commonwealth countries, although the effectis
more pronounced for LDCs like Bangladesh, Lesotho, Malawi, Rwanda, Tanzania and Uganda (Annex 5.1).

The standard theory on the effects of any form of preferential trading agreement suggests they increase trade between
members and reduce flows with third countries, leading to welfare effects for non-member countries (WTO, 2011). The UK's
FTAs, like any other trading arrangements discussed in Chapter 4, could result in aloss of preferences for non-members

and expose them to competition from more efficient suppliers. Overall, countries with high export dependence on the

UK —for example Bangladesh (apparel), Botswana (beef), Belize (sugar) and Kenya (tea and vegetables) — could experience a
modest decline in exports and overall trade. This is because competitors among the UK's FTA partners may displace their
clothing, textiles and agricultural products and shrink their market share. There are some potential beneficiaries, like Brunei
Darussalam, Malta, Nigeria, Pakistan and Zambia, which could gain marginally because their input costs are reduced as a result
of the trade deals between the UK and its partners mentioned above. These trade adjustments would be gradual and could
span around five years (Figure 5.3).

Looking at overall sectors, the exports of meat, textiles, leather, processed food, rubber, plastics and vehicles from the USA,
Japan, New Zealand and Australia would increase significantly, with a commensurate decline in the export of commodities
under heavy manufacturing, textiles, processed food, meat, chemicals, and grains and crops from Commonwealth countries
into the UK. Aside from the direct effects on exports, the modelling forecasts that countries reliant on the UK market for
exports, such as Belize, Botswana, Kenya, Malaysia, Namibia, Sri Lanka and Trinidad and Tobago, may be affected through
reductions to their gross domestic product (GDP), output, employment and investment, although the effects are relatively
small and will diminish over time.

FIGURE 5.3
POTENTIAL SHORT- AND MEDIUM-TERM IMPACTS ON COMMONWEALTH COUNTRIES' EXPORTS, 2021-2025
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5.5 Revivethe
tourism and travel
sector, especially
for small states

The global tourism and travel sector
has been the hardest hit by COVID-19,
as Chapter 1 highlighted. Small states,
particularly SIDS, have been the worst
affected because they depend almost
entirely on the tourism sector for
revenue and employment opportunities,
especially for women, youth, the
informal sector and returning migrants.
For 14 of the 32 Commonwealth small
states, tourism contributes over 30

per cent of GDP. This share varies from
as high as 56 per centin Maldives and
43 per centin Antigua and Barbuda

and The Bahamas to 30 per centin
Barbados and Vanuatu (Figure 5.4).

Many Commonwealth members have
implemented response and recovery
plans for the tourism sector based
onindustry body guidelines, with
two broad categories of measures
discernible: first, short-term, immediate
crisis management responses that
include stimulus and relief packages;
and second, measures that focus

on medium- to long-termrecovery,
especially to make the industry more
resilient and adopting innovative
technologies to facilitate operations.
Though policy responses are highly
specific to national contexts, and the
duration of disruption to the tourism
and travelindustry is unknown, some
useful lessons can be drawn from
Commonwealth experiences, such
as efforts to reopen the tourism
industry in Maldives (see Box 5.4).

On the supply side, some countries
have focused on maintaining existing
supply capacity along the tourism value

CONTRIBUTION OF TOURISM TO GDP AND EMPLOYMENT IN COMMONWEALTH SMALL STATES,
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chain, which includes investingin and
refurbishing critical infrastructure and
capacity and skills development, in
preparation for the reopening of tourism
markets. Enhanced inter-sectoral
national and regional collaboration has
alsoimproved supply-side readiness
across regions and with the private
sector. The pandemic has also created
opportunities to integrate conservation,
ecology, creative industries and cultural
heritage offerings, with examples
including chimpanzee rehabilitationin
The Gambia, Liwonde National Parkin
Malawi, gorillas in Rwanda and Mount
Yasur volcano in Vanuatu. Developing
countries, especially LDCs, canin

future also target AfT to promote and
attract sustainable investmentin their
tourism sectors (Kampel, 2020b).

Governments have also implemented
avariety of strategies to revitalise
demand. These include nurturing the
development of domestic staycations
andintra-regional tourism; establishing
cross-border travel corridors or "bubbles”
between countries exhibiting low infection
rates; offering flexible long-stay telework
options to attract "digital nomads";

and conducting digital marketing and
promotion strategies. Furthermore,

the roll-out of comprehensive travel
health and safety protocols as markets
reopen and border restrictions ease

has also garnered tourists' renewed

trust and confidence in tourism
destination markets (Kampel, 2020a).

The rapid acceleration of

digitalisation and digital trade, as
discussed in preceding chapters, has
implications for the tourism sector too.
Embracing digital and technological
options will be a crucial component of
a future tourismrecovery strategy. For
example, technology can be used to
promote virtual tourism expos to scale
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BOX 5.4
MALDIVES LEADS THE WAY IN DRIVING TOURISM RECOVERY AND ARETURN TO THE “OLD NORMAL"

When Maldives shut its borders in late March 2020, the impact was immediate and severe. The abrupt halt to international
tourist arrivals struck to the heart of the economy, blighting the country's largest sector. To mitigate the damage and revive
the economy, the Maldivian government adopted a sequenced approach to reopening the tourism sector. This capitalised on
the advantage afforded by the country's geographically scattered islands, some of which are inhabited only by resort staff and
tourists, allowing natural segregation from major towns and cities.

The reopening of the country's borders to international travellers in July 2020 was initially confined to those visiting resorts,
hotels or liveaboard boats located on otherwise uninhabited islands. Thereafter, local tourism providers and guesthouses
meeting stipulated health standards were permitted to reopen on 15 October 2020. To facilitate movement between islands,
special permits were provided for guesthouses and hotels situated on locally inhabited islands to accommodate transiting
passengers awaiting domestic transfers.

International tourists are obliged to present a negative PCR test for COVID-19 on arrival, which must have been taken within
96 hours of departure for Maldives. Incoming travellers are also required to complete an online health declaration form within
24 hours of departure. All travellers undergo thermal screening on arrival and those not exhibiting any symptoms are exempt

from quarantine restrictions and free to begin their holiday.

Some resorts on private islands are offering PCR tests to guests upon arrival, who are then required to remainin their
rooms or villas until the test results are received. Tourists testing positive for COVID-19 must go into isolation and receive
compensation from the resort via a refund voucher (O'Ceallaigh, 2021). Those found to be free of COVID-19 can enjoy a
normal, "mask-less”, stay and move around the island as they wish.

These additional safety interventions have helped attract tourists by building confidence in the public health measuresin
place to prevent the spread of COVID-19. The Maldivian governmentintroduced an app — TraceEkee —to facilitate detailed,
community-driven contract tracing (Mohamed, 2020). To provide an additional layer of protection, the Ministry of Tourism has
also launched a vaccination initiative to vaccinate tourism workers.

up marketing, while e-commerce can
create opportunities for local tourism
suppliers accessing global customers.
More advanced robotics and Artificial
Intelligence (Al) can help streamline
travel and accommodation booking and
security processes at airports and at
other border crossings. This will enable
travel to be safer and more secure

inthe event of future epidemics and
pandemics. Investingin augmented
realities can also transportindividuals to
far-away escapes from their own homes,
while paying for the experience at a
fraction of the cost. Technology enabling
digital versions of vaccine passports

are already available or being

developed, although not without
controversy.! Beyond tourism, there is
considerable scope for Commonwealth

countries to use information and
communication technologies

(ICTs) and more advanced frontier
technologies to support recovery from
the pandemic, as discussed next.

5.6 Leverage
digitaltechnologies
for trade,
development and
competitiveness

Digitalisation and digital trade have
helped some Commonwealth countries
mitigate certain consequences of the

pandemic, as observed in the previous
chapters. While these technologies
have accelerated globally, the reality is
that many Commonwealth countries,
especially LDCs, lag behind in digital
engagement. Factors such as the
quality of digital infrastructure and
access to ICTs are increasingly driving
international competitiveness and
investment decisions, thus exerting

a growing influence on economic
performance and providing a means
to supportrecovery fromthe
pandemic. For these reasons, the
highest consideration should be

given to ensuring greater access,
affordability and usage of ICTs.

Forexample, the internet economy
has the potential to contribute close
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to US$180 billion to Africa's GDP by
2025, while improving productivity and
efficiencies in various sectors, including

agriculture, education, financial services,

health care and supply chains (IFC and
Google, 2020). Nine Commonwealth
SSA countries could add around $100
billion to their combined GDP by 2025 if
theyintensively harness the internet.*?
However, this requires extending
mobile internet and integrating digital

BOX 5.5

innovations beyond large urban cities,
helping informal workers become
more productive and empowering
micro, small and medium enterprises
(MSMEs), especially women and youth
entrepreneurs, for digital competition
(AUC and OECD, 2021). Rwanda's
digitally led development agenda
offers much promise and provides an
inspiring example of how digitalisation
can connect and transforma country

RWANDA EMBARKS ON DIGITALLY LED DEVELOPMENT

and overcome the constraints
of being landlocked (Box 5.5).

Countries can harness digital
technology to support their economic
recovery, depending on their levels of
ICT adoption and digital engagement. In
the short to medium term, digital trade,
especially e-commerce and delivering
some services online, can provide a
pathway for mitigating several economic

Rwanda, alandlocked LDC, is spearheading an ambitious digital agenda and, in the process, emerging as a champion for
digitally led development in Africa. Since 2000, four consecutive five-year strategies have targeted different elements of
digital development, beginning with the establishment of enabling institutional, legal and regulatory frameworks, along

with liberalisation of the telecommunications market, to lay the groundwork for an effective ICT sector. Subsequent
strategies have looked to build ICT infrastructure, improve digital service delivery and accessibility, and develop digital skills,
e-government services and cyber-security capabilities. Infrastructure development is key, with considerable progressin
establishing a country-wide fibre optic network, and cross-border terrestrial links to undersea cables via Kenya and Tanzania
have been crucialin improving internet capacity. This has helped achieve a 10-fold increase in access to international
bandwidth since 2015 (World Bank, 2020c¢). Significant government investments in the 4G network, coupled with rapid
adoption of mobile technologies, have furtherimproved internet access. Estimates indicate that 4G services cover at least 95
per cent of the country.!® This is significantly higher than the regional average.

Developing digital skills are being prioritised through a series of innovative partnerships and initiatives. These provide training

in coding, software development and programming skills aimed at both youth and working-age Rwandan women. More

broadly, the government has embedded basic digital skills into national curricula at the primary and secondary levels (World

Bank, 2020c¢).

There are many examples of innovative uses of digital technologies to advance economic and social development priorities

in Rwanda. The government is at the forefront, embracing digitalisation to provide e-government services, including through

IremboGov, a one-stop online portal for digital government services, while allowing payment using mobile money.'

Digital technologies are helping facilitate trade in Rwanda. Since its introduction in 2012, the Rwanda Electronic Single
Window (RESW) has reduced customs clearance times and lowered both direct and indirect trade costs.!®* These are crucial

improvements, given the trade-related challenges Rwanda faces as a landlocked country. Most recently, the RESW has played
avitalrole in keeping trade flowing during the COVID-19 pandemic, helping avoid physical contact and enabling more officials
and traders to work from home (Uwamariya et al., 2020). Another digital trade-facilitating measure, the Rwanda Trade Portal,
provides an online platform to access step-by-step information on transit and import and export procedures.*®

Aside from trade, some of the clearest examples of the power of digitalisation can be found in Rwanda's health care sector.
Rwandais on track to become the first country in the world with a digital-first universal primary care service, through a 10-year
government collaboration with Babalyon Healthcare, a remote health care provider (Suarez, 2021).

Some initiatives in Rwanda's health care sector employ cutting-edge digital technologies. For example, a private company,
Zipline, uses drones to deliver blood and other vital medical supplies to remote areas of Rwanda. This means local hospitals do
not need expensive machinery to maintain supplies of refrigerated blood and other related products.



losses from COVID-19 and support

the opening and resumption of many
activities, although some online activity
may decline with the roll-out of vaccines
and treatments. In the longer term,
growing digital trade, investingin digital
capabilities, upskilling and training the
workforce, and harnessing some of the
frontier technologies linked to Industry
4.0 can help transform economies,
build resilience to future shocks and
better integrate sustainability into
supply chains. This section sets

out three areas —e-commerce,
financial technology (FinTech) and
frontier technologies —as potential
tools to support trade recovery.

5.6.1 E-commerce

E-commerce, simply put, refers to digitally
ordered, digitally delivered or digital
platform-enabled transactions. The
pandemic has accelerated growth of local
and cross-border e-commerce, especially
in developed countries. E-commercein
the USAis approaching a major milestone:
in 2022, it will recordits first trillion-dollar
year (Adobe Analytics, 2020). However,
asdiscussed in Chapter 2, readiness to
engage in e-commerce is uneven within
and between Commonwealth countries.

The experience of the pandemic
provides a strong incentive for
Commonwealth countries to invest

in developing this digital trade sector
for the domestic market as well as
international trade. E-commerce
marketplaces can potentially lower
barriers to entry, reduce transaction
costs, linkinformal and formal actors
across sectors and geographies, and
create new opportunities to access
markets for MSMEs and women-owned
businesses. Indeed, itis found that most
of the benefits from digitalisation flow
to traditional businesses, reinforcing
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the importance for "brick and mortar”
companies of embracing digitalisation
toimprove competitiveness and build
recovery and resilience (Ashton-Hart,
2020). Prior to the pandemic, the
International Trade Centre (ITC) (in
Al-Saleh, 2020) reported that four out
of five small businesses involved in
e-commerce were owned by women
compared withjust one of five businesses
engaged in offline trade, suggesting
e-commerce can serve as a key vehicle
forwomen's economic empowerment.

E-commerceis also important for
regional and international trade. Itis
especially beneficial for businesses

and entrepreneurs inlandlocked small
states and SIDS in the Commonwealth
because it can make it easier for them
toreach customersin distant markets
without incurring sunk costs to establish
apresencein other markets or use
intermediaries (Broome, 2016). There s
also evidence to suggest e-commerce
may support export diversification,*’
thus potentially playing an important role
in driving productivity growth through
strengthened business-to-business and
business-to-consumer connections,
providing greater opportunities for
buyers and sellers and supporting
export diversification and economic
transformation in developing countries,
particularly LDCs. E-commerce will
increase the demand for logistic

supply chain services, thus creating
jobs for information technology,
postaland delivery services.

Leveraging e-commerce activity is thus
likely to be important for post-COVID
economic recovery. Doing so hinges

on overcoming a range of existing
barriers to e-commerce in some
countries, including lack of appropriate
regulatory frameworks and policies,
cultural barriers to e-commerce

adoption, low levels of digital skills, poor
digital connectivity, the absence of
suitable payment platforms and online
dispute resolution, inefficient customs
procedures, and costly and unreliable
last-mile postage, transportation and
logistics services (see Chapter 2).

5.6.2 Financial technology and
innovation

Technology-enabled financial services
(FinTech) evolved rapidly following

the global financial crisis more than

a decade ago (MacGregor, 2019). On
the advanced side of FinTech there are
virtual currencies, blockchains, digital
wallets and tech start-ups providing a
range of innovative financial services
and solutions beyond traditional
banking. However, mobile money
andrelated lending and insurance
services have arguably had the greatest
transformational effect onlives and
livelihoods in developing countries and
LDCs by fostering financial inclusion,
especially for women, and extending
financial services to unbanked —
especially rural —communities. This is
especially important because the most
frequently mentioned services sectorin
the SDGsis financial services (Nordas,
2021). The pandemic has underscored
the importance of FinTech solutions
for economies inlockdown. In many
countries, mobile money solutions have
made it possible to complete cashless
transactions and have facilitated
cross-border supply of services while
maintaining social distancing.

Several Commonwealth member
countries, both developed and
developing, are global leaders,
pioneers and innovators in the FinTech
sector. Four members —the UK (2nd),
Singapore (3rd), Australia (8th) and
Canada (9th) —are rankedin the top



152\ Commonwealth Trade Review 2021

10 countries for FinTech on the 2020
Global Fintech Index City Rankings
(Findexable, 2019). Two SSA countries,
South Africa (37th) and Kenya (42nd),
where M-Pesa has led the mobile money
revolution, are ranked in the top 50,

with Nigeria (52nd) a major player too.

Faced with the prospect of
anincreasingly digital future,
Commonwealth countries need to
develop and strengthen partnerships
with the private sector, including
young entrepreneurs and tech start-
ups, to accelerate the provision of
financial services in new and inclusive
ways, including agritech and trade
finance to help economic recovery.
Commonwealth countries can consider
“regulatory sandbox" approaches to
experiment with innovative financial
products or services, while pan-
Commonwealth collaboration through
“innovation hubs" could deliver great
gains (Rutherford and Zaman, 2017).
The Commonwealth Secretariat's
FinTech Toolkit also provides a useful
resource for countries to draw on as
theylook to build FinTech capabilities.

5.6.3 Frontier technologies

The rapid development and deployment
of new "frontier technologies”,
sometimes called Industry 4.0, hold
considerable promise and potential

to help drive economic recovery

and pursue the SDGs (UNCTAD,
2021b). However, thereis also a risk
that these technologies could leave
most developing countries and

LDCs behind, further widening the
digital divide discussed in Chapter 2.
UNCTAD (2021b) identifies 11 frontier
technologies —namely, Al, the Internet
of Things, big data, blockchain, 5G, 3D

printing, robotics, drones, gene editing,
nanotechnology and solar photovoltaic
—whichrepresent an estimated
US$350 billion market, potentially
growing to over $3.2 trillion by 2025.

The changing nature and composition of
global trade and supply chains, and the
implications for countries' comparative
advantage, were highlighted in the
previous chapter. For example,
intensification and massification of 3D
printing could by some estimates reduce
world trade as much as 40 per cent

by 2040 (ING, 2017). Many developing
countries and LDCs have therefore
raised legitimate concerns about the
implications of automation, robotics

and 3D printing for manufacturing
capacity, labour markets and livelihoods.

Generally, technological progress could
affect jobs inthe Commonwealth and
globally in at least three ways. First, it
induces both increased and decreased
demand for labour. There are small
—and possibly positive — effects of
enabling technologies on aggregate
labour demand and employment, but
also evidence of negative effects of
replacing technologies, with costs often
disproportionately borne by certain
groups or communities in the forms

of decliningincomes or job losses,
especially for low-skilled occupations
that can be "automated" away (WTO,
2017). Second, itis positively correlated
with labour productivity, meaning jobs
that leverage digitisation generate more
productivity, and these same jobs can
readily be performed remotely, which
has been essential as aresult of the
pandemic (Ashton-Hart, 2020). Third,
its gains for developing countries — from
jobs to trade —will be more pronounced
the faster they catch up technologically.

Bekkers et al. (2021) present evidence
that technological change could
boost developing countries' trade
growth by 2.5 percentage points
per annum by 2030, owing to falling
trade costs and more intensive use
of ICT services. The implications
are unclear for more technologically
constrained countries, especially
LDCs, many of which still aspire to
the traditional path to development
of low-cost manufacturing

exports to global markets.

Many Commonwealth members have
made good progress harnessing

some of these frontier technologies

to develop their agriculture, energy,
ocean and tourism sectors, among
others (Commonwealth Secretariat,
2018a). However, most lack the

digital infrastructure, capabilities and
workforce skills to use, adopt and adapt
frontier technologies, suggesting

the need for significant investment in
digitalisation. Overall, Commonwealth
countries score lower than the global
average on the new United Nations
Conference on Trade and Development
(UNCTAD) Readiness for Frontier
Technologies Index for 2019 (see
Figure 5.5).2¥ Only two members, the
UK (0.96) and Singapore (0.95), are
ranked inthe top five places on the
Index, together with the USA (1.00),
Switzerland (0.97) and Sweden (0.96).
Asian Commonwealth members score
the highest, on average, with Singapore,
Malaysia, India and Brunei Darussalam
above both the Commonwealth and the
global averages. India over-performs
relative to its GDP, largely because of
its research and development (R&D)
capabilities and abundance of skilled
human resources (UNCTAD, 2021b).
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COMMONWEALTH COUNTRIES' PERFORMANCE ON THE READINESS FOR FRONTIER TECHNOLOGIES INDEX, BY COUNTRY AND REGION
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Two SSA members, South Africa and
Mauritius, score higher than both the
globaland Commonwealth averages,
and this corresponds with their
relatively more developed ICT services
sectors. Overall, the Caribbean SIDS

score higher than Africa, with Barbados,

Trinidad and Tobago and The Bahamas
above the global and Commonwealth
averages. The Index starkly highlights
that this new technology revolution
risks leaving behind LDCs. These
countries need urgent investment

to bridge their digital infrastructural
gaps and support to develop
forward-looking science, technology
and innovation policy frameworks

(UNCTAD, 2020d; see Chapter 2). For
developing countries more broadly,

the highest consideration should

be given to the continued pursuit of
structural economic transformation
and better alignment of science,
technology and innovation policies with
industrial policies (UNCTAD, 2021b).

These frontier technologies and other
ICTs are fuelled by the flow and transfer
of data, both within and across national
borders, and would require open digital
markets to thrive (EIms, 2020). The next
section examines some of the regulatory
frameworks for digital trade at the
national, regional and multilateral levels.
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5.7 Develop
effective
frameworks for
governing digital
trade

While the digital economy, including
digital trade, presents many
opportunities for Commonwealth
countries, as discussed above and
in earlier chapters, this requires an
appropriate and enabling regulatory
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system to operate, evolve and

flourish. At the heart of the digital
economy are the internet and data,
whichis stored and processed and
flows across national borders. This
requires a clear set of policies and
regulations governing areas like data
protection and privacy, data processing
and localisation, cyber-security,
e-transactions and digital signatures,
and consumer protection (Banga and
Raga, 2021). While Commonwealth
developed countries have implemented
most of these, many developing
countries, especially SSA countries

and small states, stilllagin terms of
legislative or regulatory progress

in this area (Ashton-Hart, 2020).

Many Commonwealth countries

are engaged in efforts to develop,
co-operate, co-ordinate or harmonise
rules and standards for digital trade
through bilateral or regional trade deals
and initiatives at the WTO. Around 60
per cent of allregional trade agreements
(RTAs) concluded between 2010

and 2018 now contain digital trade
provisions (Willemyns, 2020). The USA
and China, together with the EU, have
also developed different regulatory
models in this area, given their large
digital firms andinterests (Gao, 2020).
Ofthe recent mega-RTAs discussed in
Chapter 4, the CPTPP and the Regional
Comprehensive Economic Partnership
include digital trade chapters, albeit
with different levels of ambition, while
the African Continental Free Trade
Areais scheduled toinclude a protocol
one-commerce in subsequent
negotiations. This presents a unique

opportunity for the Commonwealth's
19 SSA members and other African
countries to develop common rules

on e-commerce and harmonise digital
economy regulations. The Digital
Economy Partnership Agreement
involving Commonwealth members
New Zealand and Singapore is regarded
by some as a model for next generation
agreementsin this area (Box 5.6).

There has beenless progress on
rule-making at the multilaterallevel, as
noted earlier in this chapter. The WTO
Work Programme on E-Commerce,
established in 1998, allows for structured
discussions on all trade-related issues
linked to e-commerce and aspects
concerning the moratorium on
imposing customs duties on electronic
transmissions.’ In December 2017,

71 WTO members announced a

Joint Statement Initiative on trade-
related aspects of e-commerce and
subsequently launched plurilateral
negotiations, which have been open to
all WTO members. In December 2020,
the now-86 participants agreed on a
consolidated negotiating text addressing
five broadissues: enabling e-commerce,
openness, trust, telecommunications
and market access, as well as cross-
cuttingissues (Nordas, 2021). They
aspire to achieve a multilateral outcome
around these issues at MC12. Many
other WTO members are focusing

their efforts on the existingWTO

Work Programme and developing

their domestic capacity for digital

trade and tackling the digital divide.

The broader digital economy is
anticipated to accelerate beyond the

pandemic, bringing together arange
of issues in cross-border settings,
including digital trade, services,
competition and taxation (customs
duties on e-commerce and digital
services taxes) (ElIms, 2020; Sands
etal., 2021). This will require greater
regional and global coherencein

rules and regulations for goods and
services. The policy landscape for digital
services, especially across borders, is
rapidly evolving, with implications for
negotiating commitments on trade in
services under the WTO and other trade
agreements (Anuradha, 2019; Nordas,
2021). For example, Chapter 1 examined
switching of modes for delivering
services during the pandemic owing

to social distancing rules. However,
digitalisation also enables services

like road transport, construction

and engineering, distribution and

retail and possibly even tourism to

be supplied abroad through Mode 1,
which involves cross-border supply
enabled through online or digital
means. With these developments

in mind, governments may consider
ways of improving co-operation and
co-ordination to reduce regulatory
fragmentation, initially as part of
deeper regional integration processes,
discussed in the previous chapter. For
example, regional online payments
systems and harmonised rules for
data and privacy can facilitate cross-
border trade through e-commerce
platforms. To strengthen developing
countries' capacity for digital trade, the
international community could consider
allocating additional AfT specifically to
the digital sector, as discussed next.
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BOX 5.6
THE DIGITAL ECONOMY PARTNERSHIP AGREEMENT — A MODEL FOR THE FUTURE?

The Digital Economy Partnership Agreement (DEPA) between Chile, New Zealand and Singapore entered into force for

New Zealand and Singapore on 7 January 2021 (see Chapter 4). It seeks to address barriers to digital trade between these
countries and, potentially, other like-minded partners. It recognises the importance of the digital economy in promoting
inclusive economic growth and focuses on the potential for digital technologies to enhance productivity, support innovation
and new product creation, and improve market access (Kumar et al., 2020). As the most ambitious agreement of its kind,

it provides a possible template to facilitate the growth of digital trade among like-minded Commonwealth developed and
developing countries.

TABLE 5.3
DEPA KEY POLICY AREAS

Business and consumer trust .

Highlights and key areas of mutual consideration or collaboration

Laws and regulations relating to unsolicited commercial electronic messages
Online consumer protection laws or regulations
Principles on access to and use of the internet

Paperless trading, e-invoicing across borders and e-payments

Mutual recognition of electronic documents

Consistency between legal frameworks governing electronic transactions

and internationally developed model frameworks

Streamlined customs procedures for parcels and express shipments

Secure interconnection of single windows in line with WTO trade facilitation agreements
- Openstandards in the governance and exchange of data

Business and trade facilitation -«

Co-operation and small and Enhancing trade and investment opportunities for SMEs in the digital economy
medium enterprises (SMEs) « Country websites with DEPA information for SMEs
- Annual digital SME dialogue

Dataissues Legal frameworks to protect personal information

- Compatible and interoperable systems for cross-border transfer of information by electronic means

Digital identities Aligning approaches and standards for digital identities to foster
technical interoperability and increase connectivity
- Sharing best practices on digital identity policies and regulations, technical

implementation, security standards and user adoption

Digital inclusion + Sharing experiences and best practices to promote inclusive and sustainable development
and address barriers to accessing opportunities in the digital economy

Methods and procedures for the collection of disaggregated data oninclusion

Emerging trends and
technologies

Infrastructure

Innovation and the digital
economy

Intellectual property

Treatment of digital products
andrelatedissues

Wider trust environment

Promoting FinTech

Developing governance frameworks to support ethical, safe and responsible use of Al technologies
Digitisation of government procurement processes

Competition policy in digital markets

Internet access
Ensuring content s freely available through different devices

Framework for future work on data-sharing projects
Promotion of open government data

Protection and enforcement of intellectual property to promote technological innovation

Customs duties on digital products and ICT products that use cryptography

Equal regulatory treatment for digital products created domestically and offshore
Considerations relating to cyber-security

Building capabilities of national entities responsible for computer security incident response
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The Agreement provides a platform for the parties to discuss emerging digital trade-related issues and seek ways to support
interoperability between digital systems within the broader digital economy. While emphasising mutual collaboration, it also
recognises the importance of domestic policies and regulations and retains flexibility for the parties to adapt the rules to their
local conditions (Elms, 2020). The DEPA covers several policy areas spanning an array of issues related to digital trade and the

digital economy (summarisedin Table 5.3).

The DEPA is expected to evolve over time as new technologies emerge and new challenges arise in the digital economy.
This creates scope to emulate and refine the agreement when considering the expansion of the digital economy in other
Commonwealth countries. Canada has expressed an interest in potentially joining the agreement and recently launched
public consultations on the matter (Global Affairs Canada, 2021). Itis anticipated that membership in the DEPA will grow
as countries look to collaborate to help their citizens and businesses benefit from digital trade and adapt to emerging

technologies.

5.8 Develop a
newly invigorated
Aid for Digital
Trade initiative

Commonwealth developed countries
such as Australia, Canada, New Zealand
and the UK have been strong advocates
andleading donors of AfT to help
developing countries with production
and supply-side capacity-building. Over
the past decade and a half, AfT has made
animportant contribution to addressing
some of the constraints in these areas
that have prevented developing countries
from participating in and benefiting from
international trade. Within the realm of
the digital economy, early attentionin
AfT initiatives was confined mostly to
developing network communications
infrastructure or digitising import and
export procedures as part of efforts

to modernise customs (Lacey, 2021).

By 2017, however, issues of digital
connectivity, e-commerce and readiness
to engage in the digital economy were
more firmly on the agenda of the AfT
community, as evidentin anincreasing
array of AfT interventions promoting

online connectivity and aspects of digital

inclusiveness. This coincided with efforts
by some countries to launch negotiations
one-commerce ahead of WTO MC11, as

well as greater attention to e-commerce

and digital trade in bilateral, regional

and mega-regional FTAs (ibid.).

Datain the Organisation for Economic
Co-operation and Development (OECD)
Credit Reporting Systemreveals
significant AfT disbursements benefiting
ICT.In 2018, African Commonwealth
countries received more than US$36
millionin AfT resources for ICT,

and seven Asian members accrued
about $40 million, mostly through
contributions from International
Development Association donors and
Development Assistance Committee
(DAC) members (Lacey, 2021). Beyond
this, however, itis difficult to disentangle
disbursements specifically supporting
digitalisation and digital trade from
those benefiting other unrelated
aspectsin available data on AfT flows.
More disaggregated data is needed

to better understand the extent to
which AfT currently supports firms and
countries to engage in e-commerce
and participate in digital trade (ibid.).

Thereis a compelling case for
directing more donor support to

enhance developing countries’
participationindigital trade. AfT
mechanisms are well suited to a
digital focus and likely to produce
large impactsinashort period of time
and through an efficient allocation of
development resources. In a study
forthe Commonwealth Secretariat,
Lacey (2021) suggests that a newly
invigorated Aid for Digital Trade agenda
could initially focus on four areas:

1. Infrastructure. As with broader
infrastructure development projects
under AfT, interventions to develop
digital infrastructure are well suited
to Aid for Digital Trade programmes
targeting capacity-building and
technical assistance.

2. Digital skills and adoption. Empowering
individuals, consumers, entrepreneurs
and businesses with digital skills
is key to ensuring inclusive digital
transformation, as is facilitating access
to and uptake of digital technologies.
Aid for Digital Trade can help
Commonwealth governments develop
supportive policy and regulatory
environments that empower citizens
and firms to benefit from the digital
economy and digital trade.

3. E-government. Aid for Digital Trade
can help fund the costs incurred



when developing and rolling out
digital government services that
improve the ease of doing business in
Commonwealth countries, while also
supporting the adoption of digital and
online systems.

4. Financial inclusion. Digital technologies
and platforms play an increasingly
important role in enabling access to
financial services and broadening
financial inclusion. FinTech and digital
financial services (e.g. mobile money)
are well suited to supporting cross-
border e-commerce and digital trade
transactions, and assistance for the
development and adoption of such
innovations could be mainstreamed
into Aid for Digital Trade activities.

A dedicated Aid for Digital Trade
agenda provides an opportunity to
mainstream support for enhanced
digital connectivity and adoption

into AfT as part of a comprehensive
approach to inclusive digital
transformation. This can play a

central role in helping developing
Commonwealth countries harness

the manifold development gains from
digital trade. However, to maximise

the impact of this support, donors
must ensure that any Aid for Digital
Trade is provided on top of existing
official development assistance and
AfT flows. Such additionality will ensure
any new Aid for Digital Trade agenda
does not simply invoke a reallocation of
existing aid resources from non-digital
to digital sectors, which would only
serve to weaken much-needed existing

support for developing countries' trade.

This new initiative could also be used
to assist developing countries and
LDCs with digitalising their customs
and border processes and building
capacity in adopting more paperless
trade solutions, as discussed next.
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5.9 Digitise
trade facilitation
and strive for
paperless trade

International trade still relies on
heavily paper-based processes, with
an estimated four billion documents
circulating in the trade system. This
imposes time, cost and handling
inefficiencies for all exporters, but
especially MSMEs in Commonwealth
developing regions. For example, itis
reported that each shipment of roses
from Kenya to Rotterdam involves a
stack of paper 25 cm high (MacGregor,
2019). Even with some automation, out-
dated laws and absence of standards
create challenges for business.?°

As countries strive to build back
better and support trade recovery,
animportant lesson liesin the
advantages afforded by digitising
customs and border procedures

and moving significantly towards
paperless trade. This would result

in minimal physical proximity and
interaction between customs officials
and traders, fewer paper document
exchanges and savings of time and
cost. For example, it was previously
estimated that a 10 per cent reduction
inthe costsincurred for a good

to exita Commonwealth member
country was associated with 7.4 per
centincrease in their world exports,
which is higher than the global gain of
6.8 per cent, on average. The same
reductioninredtape corresponds
with a 5 per centincrease inintra-
Commonwealth exports, on average
(Commonwealth Secretariat, 2018a).

It was highlightedin Chapter 4 that

48 of the Commonwealth's 50 WTO
members have ratified the WTO's
Trade Facilitation Agreement (TFA). The
agreement obliges members to deploy
anational single window and to use ICT
to the "extent practicable” to realise
this, drawing on the TFA Facility and
other capacity support to develop this
infrastructure.?* Many Commonwealth
developing countries, including some
LDCs, are already implementing such
facilities. However, countries can

strive to go further by exploring or
adopting paperless trade solutions
that leverage digitalisation, including
blockchains and Al, and ultimately "Rules
as Code", which translates regulations
to simple, business-friendly language
thatis readable by both humans

and machines (Atkinson, 2020).

Inresponse to COVID-19, many
governments temporarily implemented
arange of digital trade facilitating
measures to streamline processes for
clearing goods through borders (see
Chapter 4). These included accepting
digital trade-related documents

over physical copies, provisions for
electronically lodging documentsin
advance, enabling electronic payment
of taxes and duties, allowing the use

of digital certificates and signatures,
introducing automated processing

of trade declarations, and deploying
electronic pre-arrival processing (OECD,
2020f). Significant gains can be made,
and sustained, if these temporary
digital trade facilitating measures

are made permanent post-COVID.

Based ona 2019 United Nations
survey,?? most Commonwealth
countries are making good progress
with implementing paperless trade,
with developed country members (77
per cent) and Asian members (68.5
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per cent) well above the world average
implementationrate of 61 per cent,
while the nine African members (57.2
per cent)?*included in the survey are not
far off. Their progressis likely to have
acceleratedin 2020 with the measures
introduced in response to the pandemic.
By region, the Pacificislands, including
Commonwealth member countries,
have the most potential to transform
their trade facilitation measures

using digital technology. For example,
Australia recently partnered with
Vanuatu to automate SPS certificates,
reducing the application process
average time to as little as 10 minutes.

A so-called TFA-Plus approach involves
more advanced cross-border paperless
trade measures such as specific legal
frameworks for electronic transactions
(e.g.e-commerce law) and the use of
electronic SPS certificates (e-phyto)

to support agricultural trade between
countries (Atkinson and Stevens, 2020).
While implementing cross-border
paperless trade is extremely challenging
—the average globalimplementation
rateis 36 per cent—thereis scope to
start building capacity, investing in
modern ICT systems and digitalising
supply chains. Improvements to
digitalinfrastructure, connectivity and
skills, alongside greater international
co-operation and more integrated

legal and institutional frameworks,

are required in many Commonwealth
countries in order to realise the

gains from successfully expanding
cross-border paperless trade.

For example, the Framework Agreement
on Facilitation of Cross-Border Paperless

Trade in Asia and the Pacific enteredinto
forcein February 2021. Itis estimated
that Bangladesh, having ratified this
agreement, could reduce trade costs

by 33 per cent, amounting to a potential
annual saving of more than US$700
million, ifitimplements the WTO TFA
together with cross-border paperless
trade (Hyun Kim, 2019). In the same
region, Singapore (72 per cent), Malaysia
(56 per cent) and India (55.6 per cent)
score high for cross-border paperless
trade, far above the global average.
Singapore stands out for digitising trade,
including adopting the United Nations
Commission on International Trade Law
(UNCITRAL) Model Law on Electronic
Transferable Records and spearheading
implementation of the blockchain-based
maritime trade platform TradeTrust.

5.10 Promote
sustainable trade
and enable a more

The post-COVID recoveryis an
opportunity for Commonwealth
countries to make progress on the
SDGs, but especially SDG 12 —namely,
ensuring sustainable consumption
and production —including through
trade policy and trade agreements
and promoting circular economy
principles, where economies are less
resource-intensive, lower-carbon and
less wasteful (Yamaguchi, 2021).

Linked to this, thereis an opportunity to
instil greater resilience in industries and
supply chains to enable them to bounce
back better. Without such measures,
the recovery period could be longer,
more polluting and less beneficial to
economies, society and the natural
environment. There is a risk of locking
the future into unsustainable models
that are less resilient and more exposed
to future shocks, whether economic,
epidemiologic or environmental (Escaith
etal., 2020). This requires partnerships
between governments, businesses

and civil society to develop policy
frameworks and strategies nationally,
regionally and pan-Commonwealth

to promote a more inclusive, resilient
and sustainable recovery, including by
harnessing digitalisation (Box 5.7).

The adoption of digital technologies
can support this transition to
sustainable growth and development,
the creation of greenjobs, the
generation of renewable energy and
strengthened regional and local supply
chains. For example, blockchains
canbe used to seamlessly integrate
sustainability attributes of products,
such as CO2 footprints and plastic
content, leading to lower waste,
better value realisation and higher
investment in compliance (MacGregor,
2019). Amid the COVID-19 accelerated
push towards digitalisation, countries
should also look to harness digital
technologies to enhance agricultural
and fisheries productivity and boost
yields during and after the COVID-19
recovery phase.? This can help
improve the long-term sustainability
of agriculture and fisheries sectors
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BOX 5.7
COMMONWEALTH CONNECTIVITY AGENDA INITIATIVES 2021

Commonwealth Leaders adopted the Commonwealth Connectivity Agenda (CCA) at the Commonwealth Heads of
Government Meeting (CHOGM) in April 2018, with a view to boosting trade and investment links across the Commonwealth
and raising intra-Commonwealth trade to US$2 trillion by 2030. The CCA is structured around five clusters/working groups,
each of which is chaired by a member country and based on voluntary, opt-in participation by members.

The Digital Connectivity Cluster focuses on digital transformation and the digital economy. Forthcoming specialised deep
dive sessions will focus on digitising trade facilitation as well as ICT infrastructure development policy, which aims to support
datainnovation and digital trade. These sessions will analyse critical issues and promote dialogue on creating an enabling
environment for digital trade facilitation.

The CCA s also developing several tools to facilitate national policy-making and economic development. Recognising

the need to foster digital industrial development, the CCA is developing a policy-maker's guide to Manufacturing 4.0. This
practical tool will assist policy-makers to better understand the implications of Manufacturing 4.0 for their economies, and
how to develop appropriate digital industrial policy to capitalise on new opportunities. To address digital skills gaps, the
CCAlis also producing a series of Youth Digital Skills Strategies to assist Commonwealth governments and policy-makers in
implementing or upgrading their institutional capacity to deliver youth digital skills training.

The affordability, access and provision of infrastructure (hard and soft) are critical for economic development. The Physical
Connectivity Cluster has been working with members to address these issues. Since the pilot phase of the CCA programme,
members have shared knowledge and experience on critical infrastructure needs. The members of the cluster have also
developed the Agreed Principles on Sustainable Investment in digital infrastructure, which identifies six critical areas for
action. With the acceleration of digitalisation as a result of the pandemic, issues in relation to digital infrastructure and the
digital divide, as discussed in this chapter, remain priorities for the cluster. Elements of sustainable and inclusive development
are further mainstreamed into the work of the cluster and knowledge products have been developed. During 2020, members
of the cluster, in collaboration with the World Bank and the Commonwealth Secretariat, provided training on the Infrastructure
Prioritisation Framework. As the CCA moves into the implementation phase post-2021 CHOGM, these initiatives will be
extended through online modes of training along with other technical areas of training in relation to digital infrastructure.

The Supply Side Cluster provides critical foundational support for connectivity within sectors. While digitalisation is seen as
a game changer for transforming smallholder agriculture and fisheries, in many cases a common understanding of digital
agriculture/fisheries is lacking. The Supply Side Cluster is facilitating the framing of digital agriculture and fisheries in the
Commonwealth and has launched a Business Development Service Capacity Building activity for Agricultural, Fisheries, and
Digital MSMEs with the goal of supporting the uptake of digitalisation within the sectors.

All'the above initiatives serve to advance knowledge-sharing and capacity-building among the Commonwealth's member
countries. They also aim to foster greater resilience in the wake of the COVID-19 pandemic, which, as this chapter has
demonstrated, underscores the urgency for members to develop their digital economies.
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in Commonwealth countries but will
require targeted interventions to
ensure farmers and other participants
along the value chain are adequately
prepared to deal with the pace of
change and harness technological and
digital farming solutions effectively.

There are already some excellent
examples of Commonwealth countries
successfully using digital technologies
to move towards more sustainable use
of ocean resources (Commonwealth
Secretariat, 2020). Many fisheries

have turned to technology to ensure
sustainability. Increased reporting and
sharing of information, data-driven
subsidies and tariff policies, more
accurate tracking and regulation

of all fishing (especially IUU fishing)
through satellites and drones, and
increased national and international
collaboration have all contributed

TABLE 5.4

to the optimisation of the current
globalfleet (Christiani et al., 2019).

5.11 Conclusion
and way forward

This chapter has proposed 10 inter-
related policy areas as possible pathways
towards recovery in Commonwealth
trade. The Commonwealth's diverse
members will face varied opportunities
and challenges and follow multiple
tracks based on the structure of

their economies, the composition

of their exports and theirinherent
features and vulnerabilities, from

small states to LDCs, and determined
by global economic prospects over
the next few years (see Chapter 1).

POLICY AREAS FOR REVITALISING COMMONWEALTH TRADE

Strengthen and reform the + Improve monitoring of trade responses to COVID-19, especially vaccine distribution, and strengthen

multilateral trading system

disciplines on export restrictions

Tradeis the economic lifeblood of
the Commonwealth, and revitalising
and expanding these flows of goods,
services and people is indispensable
for economic recovery and achieving
the SDGs. Table 5.4 summarises
the main policy actions, which are
framed overall by the importance of
ensuring inclusive trade for women
and youth and especially promoting
women's economic empowerment.

Taken together, these inter-related
measures provide a set of pathways
towards recovery in Commonwealth
trade in amore digital world. As

the world begins to tide over the
COVID-19 pandemic, Commonwealth
countries canlook to use their global
andintra-Commonwealth trade as
essential tools for building back better
and promoting a more inclusive,
resilient and sustainable future.

= Achieve a multilateral outcome at WTO MC12 on fisheries subsidies and advance multilateral
co-operation on PSH and e-commerce

- Resolve the WTO ABimpasse to ensure a functional DSU

- Pursue multilateralinitiatives and adopt concrete measures for mutual supportiveness between
trade and environment, especially for plastics

Boostregionaltradeandco- - Implementexisting and new trade agreements, including by adopting a whole-of-government

operation

approach and improving awareness of domestic stakeholders, especially MSMEs

« Examine scope for rationalising tariffs and rules of origin and facilitating trade, especially for medical
equipment, food products and other essential goods
- Enhance co-operation on non-tariff measures

+ Improve trade-enabling cross-border transport infrastructure

- Develop regional value chains in goods and services
« Strengthen regional mechanisms and provisions in RTAs to enable co-operation in future crises

(Continued)
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TABLE 5.4 (Continued)
POLICY AREAS FOR REVITALISING COMMONWEALTH TRADE

Utilise new trading
opportunities post-Brexit

Revive the tourism and travel
sector

Enhance support measures
for LDCs and graduates

Leverage digitaltechnologies
for trade, development and
competitiveness

Promote sustainable trade
and circular economy
principles to build back better

Harness Commonwealth
advantageintrade and
investment

Implement new trade agreements with the UK and advance practical supply chain management
solutions, especially for ACP triangular supply chains used to serve markets in both the UK and EU
Use UK initiatives (e.g. investment summits, trade fairs, envoys, AfT) and Commonwealth business
platforms to enhance trade and investment

Develop new and deeper forms of economic co-operation across the Commonwealth (e.g. new
bilateral FTAs, digital trade agreements)

Diversify UK food trade towards the Commonwealth

Develop further co-operationin services trade, including FinTech

Investin critical infrastructure along the tourism value chain, and upgrade capacity and skills to
embrace digital technologies

Revitalise demand through domestic staycations and intra-regional tourism, travel corridors and
"digital nomad" offerings

Target AfT to promote and attract sustainable investment in tourism and integrate conservation,
ecology, creative industries and cultural heritage offerings

Leverage AfT and other partnerships to develop productive and trading capacity, and address
supply-side constraints

Use favourable tariff preferences and rules of origin for exports to developed economies and
some developing country markets

Use the WTO services waiver to participate in global value chains and diversify services exports
Enhance debt sustainability and improve access to finance

Use the Fifth United Nations Conference on LDCs to mobilise additional international support
measures and foster arenewed partnership between LDCs and development partners
Advocate for a smooth transition for graduating LDCs

A: Capacity-building

Improve digital infrastructure to broaden access and usage of ICTs and the internet

Invest in digital capabilities and workforce training in digital skills

Develop capabilities to harness Industry 4.0, including aligning science, technology, innovation and
industrial policies

B: Regulatory framework

Develop national and regional regulatory frameworks and policies for e-commerce, payment
platforms, privacy, data, consumer protection, online dispute resolution and cyber-security

C: Aid for Digital Trade

Develop a new and additionally funded Aid for Digital Trade initiative, focused initially on supporting
infrastructure, digital skills, e-government, financial inclusion in developing countries and LDCs
Digitise trade facilitation by adopting paperless trade solutions and make permanent any temporary
digital trade facilitating measures introduced during the pandemic

D: Partnerships

Build partnerships with the private sector and start-ups to accelerate FinTech, including using
innovation hubs and regulatory sandboxes
Implement the Commonwealth Connectivity Agenda Action Plan

Develop multi-stakeholder partnerships and advocate for sustainability and circular economy
principles to underpin the recovery

Harness digital technologies to create green jobs, generate renewable energy, enable sustainable
production/consumption (e.g. agriculture, forestry and fisheries) and build resilient supply chains

Develop trade strategies to benefit from lower bilateral trade costs, on average, with Commonwealth
partners

Implement RTAs involving Commonwealth partners given their export-enhancing effect

Use Commonwealth advantage to boost FDlinflows, especially greenfield projects
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ANNEX 5.1.

GTAP MODELLING RESULTS: POTENTIAL SHORT- AND MEDIUM-TERM IMPACTS ON COMMONWEALTH COUNTRIES' EXPORTS

Developed
Australia
Canada
Cyprus
Malta
New Zealand

Developing

Ofwhich

Africa
Botswana
Cameroon
Eswatini
The Gambia
Ghana
Kenya
Lesotho
Malawi
Mauritius
Mozambique
Namibia
Nigeria
Rwanda
Seychelles
SierraLeone
South Africa
Tanzania
Uganda
Zambia

Asia
Bangladesh
Brunei Darussalam
India
Malaysia
Maldives
Pakistan
Singapore

SriLanka

33.51
72.45
-1.37
-1.84
6.4

~1.68
0.66
0.039
0.063
1.49
—3.44
0.021
0.4
-1.14
0.52
0.87
6.8
0.22
0.061
0.141
3.79
177
-0.58
-0.17

8.38
091
63.05
—10.54
0.137
12
—2493
4.79

Change in exports (US$ millions)

193.43
49.11
-1.87
—2.21

2.75

—2.81
0.59
-0.019

0.091

—6.98
-0.011
0.24
-1.65
0.58
1.73
9.57
0.27
0.087
0.203
-0.26
2.38
-1.41
0.48

10.41
0.84
59.17
-30.71
0.263
21.52
—35.27
2.47

197.76
21.77
-2.01
—2.04

—40.98

=3.41
0.21
—0.032
0.135
2.68
-8.91
-0.018
0.06
-2.5
0.45
2.79
121
0.38
0.13
0.301
-3.59
312
=197
191

5.05
1.54
—30.48
=52.71
0.279
27.66
—31.79
-2.83

227.62

-13.2
—2.2
—2.03

—74.7

—3.35
-0.09
—0.051
0.155
2.75
-11.56
-0.029
-0.25
—2.54
0.14
2
13.24
0.36
0.149
0.345
-9.02
3.13
—2.64
3.37

—3.43
2.47
-117.91
—70.47
0.12
30.66
—30.03
-6.25

249.73
-52.57
—2.4

-1.98
—85.42

-2.91
—0.45

—0.083
0.156

2.5
-14.3

—-0.047

-0.56
—2.65
-0.35
0.97
13.65
0.27
0.15

0.348

-15.64
271
-3.58
4.72

-13.89
3.3

-167.73

—88.04

—-0.093

31.64
—26.84
-10.11

0.01

0.012
-0.014
-0.013

0.013

-0.017
0.008
0.002
0.015
0.006

—0.019
0.002
0.018

-0.021
0.007
0.016
0.008
0.011
0.015
0.015
0.003
0.014

—0.007

—0.002

0.024
0.012
0.009
—0.004
0.012
0.042
—0.006
0.028

Change in exports (%)
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0.056

0.008
—-0.02
-0.014

0.005

-0.028
0.007
—-0.001
0.021
0.007
-0.035
-0.001
0.011
-0.028
0.007
0.029
0.011
0.013
0.021
0.021

0.017
-0.017
0.006

0.03
0.011
0.008
-0.01
0.02
0.066
—0.008
0.012

0.057

0.004
-0.022
-0.012
—-0.08

-0.033
0.002
—0.001
0.032
0.009
—0.039
—-0.001
0.003
—0.042
0.005
0.045
0.014
0.018
0.032
0.032
—0.003
0.02
-0.024
0.021

0.014
0.019
-0.004
-0.017
0.018
0.07
—0.007
-0.012

0.066
-0.002
—0.024
-0.011
-0.144

-0.032
-0.001
—0.002
0.036
0.009
—0.045
-0.002
-0.011
—0.041
0.001
0.031
0.015
0.016
0.036
0.036
—0.008
0.019
-0.031
0.035

—0.009
0.031
-0.014
-0.022
0.007
0.064
—0.007
-0.023

0.073
-0.009
—0.026
-0.01
-0.162

-0.027
—0.005
—0.004
0.036
0.008
—-0.05
-0.004
-0.025
-0.041
—0.003
0.015
0.016
0.012
0.036
0.036
-0.013
0.016
-0.04
0.046

—0.033

0.041
-0.018
-0.027
—0.005

0.054
—0.006
-0.032

(Continued)
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ANNEX 5.1 (Continued)
GTAP MODELLING RESULTS: POTENTIAL SHORT- AND MEDIUM-TERM IMPACTS ON COMMONWEALTH COUNTRIES' EXPORTS

Change in exports (US$ millions) Change in exports (%)
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Caribbean SIDS

Source: Gopalakrishnan (2021) for Commonwealth Secretariat

Antigua and Barbuda 0.032 —-0.029 -0.111 -0.2 -0.226 0.007  -0.007 —-0.025 -0.041 -0.043
The Bahamas 0.238 -0.217  -0.825 —1.483 -1.675 0.007 -0.007 -0.025 -0.041 -0.043
Barbados 0.097 -0.088 —0.335 -0.602 -0.68 0.007 -0.007 -0.025 -0.041 —-0.043
Belize 0.01 -0.01 -0.03 -0.1 -0.18 0.001 —-0.001 -0.003 -0.01 -0.017
Dominica 0.011 -0.01 —-0.038 —-0.069 —-0.078 0.007 -0.007 -0.025 -0.041 -0.043
Grenada 0.023 -0.021  -0.079 —-0.142 -0.16 0.007 -0.007 -0.025 -0.041 —-0.043
Guyana —-0.103 1.392 1.805 2.494 3.305 -0.002 0.024 0.026 0.035 0.046
Jamaica 1.3 1.18 0.83 0.23 -0.47 0.022 0.018 0.012 0.003  -0.006
St Kitts and Nevis 0.02 -0.018 —0.068 -0.122 -0.137 0.007  -0.007 —-0.025 -0.041 -0.043
Saint Lucia 0.039 -0.036 -0.137 —0.245 -0.277 0.007 -0.007 -0.025 -0.041 -0.043
St Vincent and the 0.015 -0.014  -0.053 —-0.095 —-0.108 0.007  -0.007 -0.025 -0.041 -0.043
Grenadines
Trinidad and Tobago 0.88 0.1 —-0.88 -1.58 -2.13 0.007 0.001 -0.008 -0.014 -0.019
Pacific SIDS
Fiji 0.227 0.082 —0.165 -0.516 -0.91 0.013 0.005 -0.01 -0.029 -0.05
Kiribati 0.008 0.003  -0.006 -0.018 —-0.032 0.013 0.005 -0.01 -0.029 -0.05
Nauru 0.005 0.002  -0.004 -0.011 -0.019 0.013 0.005 -0.01 -0.029 -0.05
Papua New Guinea 1.026 0.369 —-0.746 —2.325 —4.105 0.013 0.005 -0.01 -0.029 -0.05
Samoa 0.035 0.013  -0.025 -0.079 -0.14 0.013 0.005 -0.01 -0.029 -0.05
Solomon Islands 0.059 0.021 —0.043 -0.133 —0.234 0.013 0.005 -0.01 -0.029 -0.05
Tonga 0.02 0.007 —-0.015 —0.045 -0.08 0.013 0.005 -0.01 -0.029 -0.05
Tuvalu 0.002 0.001  -0.001 -0.004 —-0.008 0.013 0.005 -0.01 -0.029 -0.05
Vanuatu 0.038 0.014 -0.027 —0.085 -0.151 0.013 0.005 -0.01 -0.029 -0.05
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1 Launchedin 2001 atthe WTO's
Doha Ministerial Conference, the
negotiations on fisheries have already
missed two deadlines: WTO MC11in
2017 sought an outcome by the end
of 2019, while SDG target 14.6 aimed
to end these subsidies by 2020.

2 Chinahas FTAs with Australia
and New Zealand in the Pacific,
Maldives, Pakistan and Singapore
in Asia and Mauritius in Africa and
with two Association of Southeast
Asian Nations members, Malaysia
and Brunei. http://fta.mofcom.gov.
cn/english/fta_gianshu.shtml

3 http://focacsummit.mfa.gov.cn/
eng/hygk_1/t1594297.htm

4 In 2019, merchandise accounted for
58 per cent of the UK's trade with
the EU while services accounted
for the remaining 42 per cent.

5 InNorthernlreland, market
conditions may differ in some
cases from those described, as
aresult ofimplementation of
the Northern Ireland Protocol
to the Withdrawal Agreement
under which the UK left the EU.

6 One-fifth of the UK's 10,000 or so
tariff lines are excluded from the Main
Framework and also, mostly, from
the Enhanced GSP (Stevens, 2021).

7 Thealignment of EU sugar prices
with world market prices reduced
the value of ACP sugar exports
as they could no longer benefit
from guaranteed preferential
sugar prices that were higher
than world market prices.

8 Forexample, sugar cane accounts
for more than 50 per cent of the
total agriculture value-added
in Eswatini and Mauritius.

9

10

11

12

ACP goods shipped along triangular
supply chains via the UK to the EU
orvia the EU to the UK now lose
their duty-free access and face
most-favoured nation tariffs if

this trade takes place outside of
customs supervision. Such customs
supervision under Common Transit
Convention procedures is extremely
difficult to activate along ACP supply
chains given the infrastructure,
information technology and

staffing challenges currently

faced (EPA Monitoring, 2021b).
Changes in merchandise exports
would be greater for the UK
(forecast to increase annually by

33 per cent) than for India (up by

12 per cent annually), probably
because Indian tariffs are higher,
but thisignores services, which
would be the priority for India.

There are concerns that vaccine
passports may be politically divisive
and discriminatory. Those unwilling
or unable to access COVID-19
vaccines and hence without vaccine
passports may face additional
conditions or restrictions on their
movement or their ability to obtain

secure employment (The Economist,

2021d). Existing digital divides within
and between Commonwealth
countries could exacerbate these
issues. Moreover, the policy of
prioritising the vaccination of

older people in most countries

may create a generational divide,
with older individuals enjoying

more freedoms than younger
people not yet vaccinated.

These nine SSA countries are Nigeria
(US$36.53 billion), South Africa
($31.45 billion), Kenya ($12.84 billion),
Ghana ($5.01 billion), Tanzania ($4.28
billion), Cameroon ($3.27 billion),
Uganda ($2.26 billion), Rwanda ($0.97

13

14

15

16

17

18

19

billion) and Mozambique ($0.67
billion) (IFC and Google, 2020).

See, forinstance, GIZ (2019)

and Fichers and Naji (2020).

Mobile money is increasingly the
payment method of choice for
e-government services. The number
of payments for service applications
using mobile money increased

from 1 millionin 2017 to 8 million

in 2020 (Fichers and Naji, 2020).

In the first two years following

the introduction of the RESW,
average customs clearance times
forimports fell by 40 per cent and
those for exports by 55 per cent
(Nizeyimana and de Wulf, 2015).

The portal currently

hosts information on 128
procedures and 203 laws and
regulations (Taarifa, 2021).

See, forexample, the

International Trade Centre

(ITC) (2018) on the impacts of
e-commerce in Bangladesh.
Theindexranks 158 countries

andis composed of 9 indicators to
illustrate the following five "building
blocks" for a country's readiness
toinnovate and adopt frontier
technologies: ICT deployment;
skills; research and development
(R&D) activity; industry activity; and
access to finance. The index scores
countries from O (low) to 1 (high) for
each building block and overall.

The second WTO MC, in 1998,
established the Work Programme on
E-Commerce to examine all trade-
related issues concerning global
electronic commerce, and mandated
members to continue examining
the current practice of notimposing
customs duties on electronic
transmissions. This Moratorium on
E-Transmissions has been renewed
since 1998.In December 2019, WTO



members again agreed to extend the

E-Commerce MoratoriumuntilMC12,

which has been postponed twice as a
result of COVID-19 (see Chapter 4).

20 https://iccwbo.org/content/

uploads/sites/3/2020/05/2020-
icc-digital-roadmap.pdf

21 Establishing a national single

window is an obligation under
Article 10.4 of the WTO TFA.

22 2019 UN Trade Facilitation Survey,

available at https://untfsurvey.org/

23

24
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Botswana, Cameroon, Malawi,
Mauritius, Mozambique, Namibia,
Sierra Leone, Tanzania and Zambia.
For example, this can include digitally
enabled climate smart advisory
services on drought resistance

and short season seed varieties;
precision farming to reduce the
negative impact of agro-chemicals
on soils/land; index-based insurance
services to cushion farmers and
fisherfolks against flood, drought,

pest and diseases; alternative credit
scoring solutions based on big data
and analytics that are facilitating
access to financial services; and
smart tools to enable fisherfolks to
respondto SOS alerts at sea when
traditional storm models fail.



