
U N I T E D  N AT I O N S  C O N F E R E N C E  O N  T R A D E  A N D  D E V E L O P M E N T

DEVELOPING COUNTRIES IN INTERNATIONAL TRADE STUDIES

MARKET ACCESS, TRADE AND
SUSTAINABLE DEVELOPMENT:

THE LABOUR MARKET CHANNEL





U N I T E D  N AT I O N S  C O N F E R E N C E  O N  T R A D E  A N D  D E V E L O P M E N T

DEVELOPING COUNTRIES IN INTERNATIONAL TRADE STUDIES

MARKET ACCESS, TRADE AND
SUSTAINABLE DEVELOPMENT:

THE LABOUR MARKET CHANNEL

New York and Geneva, 2018



ii MARKET ACCESS, TRADE AND SUSTAINABLE DEVELOPMENT: THE LABOUR MARKET CHANNEL

© 2018, United Nations

This work is available open access by complying with the Creative Commons licence created for intergovernmental 

organizations, available at http://creativecommons.org/licenses/by/3.0/igo/.

The findings, interpretations and conclusions expressed herein are those of the authors and do not necessarily 

reflect the views of the United Nations or its officials or Member States.

The designation employed and the presentation of material on any map in this work do not imply the expression 

of any opinion whatsoever on the part of the United Nations concerning the legal status of any country, territory, 

city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries.

Photocopies and reproductions of excerpts are allowed with proper credits.

This publication has not been formally edited.

United Nations publication issued by the United Nations Conference on Trade and Development.

UNCTAD/DITC/TAB/2017/7



iiiACKNOWLEDGEMENTS

ACKNOWLEDGEMENTS

This publication is a product of the Trade Analysis Branch, Division on International Trade in Goods and Services, 

and Commodities (DITC), United Nations Conference on Trade and Development (UNCTAD). Marco Fugazza and 

Julia Seiermann were responsible for writing all the chapters under the general supervision of Bonapas Onguglo, 

Chief of the Trade Analysis Branch. The authors benefited from inputs from Emmanuel Milet for the practical 

section on Peru and from Céline Carrère for the practical section on UEMOA countries. Useful suggestions were 

received from TAB colleagues during the preparatory stage of the publication. Alessandro Nicita, Denise Penello, 

Meysut Saygili, Maria Sokolova and Graham Mott provided insightful comments on the final draft.   

The authors also thank Stéphane Bothua for designing the layout and carrying out desktop publishing, Magali 

Studer for designing the cover, Fabienne Mourlon and Jenifer Tacardon for providing overall logistical and 

administrative support.



iv MARKET ACCESS, TRADE AND SUSTAINABLE DEVELOPMENT: THE LABOUR MARKET CHANNEL

CONTENTS

ACKNOWLEDGEMENTS ................................................................................................................................. iii

IN BRIEF .........................................................................................................................................................vi

EXECUTIVE SUMMARY ...................................................................................................................................vi

CHAPTER 1 - INTRODUCTION ......................................................................................................................... 1

CHAPTER 2 - HOW DOES TRADE (POLICY) AFFECT LABOUR MARKETS? A LITERATURE REVIEW ................... 5

1.  Trade policy reform and resources allocation .............................................................................................................. 5

2. The Labour market ..................................................................................................................................................... 8

2.1 From full employment to search frictions .............................................................................................................. 8

2.2 Informality ........................................................................................................................................................ 11

3.  Trade and labour outcomes ....................................................................................................................................... 16

4.  Trade, adjustment and the labour markets ................................................................................................................ 23

5.  Trade policy instruments ........................................................................................................................................... 26

5.1 Trade costs components.................................................................................................................................... 26

5.2 Tariffs............................................................................................................................................................... 28

5.3  Non-Tariff Measures ......................................................................................................................................... 28

5.4  Trade Facilitation measures ............................................................................................................................... 29

5.5  Transport connectivity ....................................................................................................................................... 30

5.6  Trade policy: the institutional context .................................................................................................................. 31

CHAPTER 3 - RECOMMENDATIONS FOR TRADE-POLICY MAKERS: A DIAGNOSTIC FRAMEWORK ................. 35

1.  Insights from theory and empirical evidence ............................................................................................................. 35

2. Core Recommendations ............................................................................................................................................ 36

3. A diagnostic framework ............................................................................................................................................ 38

3.1 Implementing steps ........................................................................................................................................... 38

3.2 Data constraints ............................................................................................................................................... 42

3.3 Additional Steps ................................................................................................................................................ 42

4. Applications .............................................................................................................................................................. 43

4.1 Application 1: Trade and export patterns in Peru ................................................................................................. 43

4.2 Application 2: Regional integration in West-Africa  .............................................................................................. 60

APPENDIX A - MEASURING COMPARATIVE ADVANTAGE ............................................................................... 63

APPENDIX B - REFERENCE SECTORS IN PRACTICAL APPLICATIONS BASED ON THE INTERNATIONAL 
STANDARD INDUSTRIAL CLASSIFICATION OF ALL ECONOMIC ACTIVITIES (ISIC 3) REVISION 1 .................... 67

REFERENCES ............................................................................................................................................... 69



vCONTENTS

FIGURES

TABLES

BOXES

Figure 1.1 Trade and the SDGs: a basic analytical framework ...................................................................................................... 3

Figure 2.1 Flows in a Search Model ......................................................................................................................................... 10

Figure 2.2 Informality and Unemployment in a nutshell ............................................................................................................. 15

Figure 2.3 A Mapping of Labour Mobility Costs ........................................................................................................................ 24

Figure 2.4 Multilateral and Preferential Tariff Liberalization ........................................................................................................ 27

Figure 3.1 Yearly RCA overall index (2004-2015) ..................................................................................................................... 46

Figure 3.2 RCA overall index: 2004-2015 period average ......................................................................................................... 47

Figure 3.3 Formal and informal labour: 2007-2016 (thousands of workers) ............................................................................... 49

Figure 3.4 Formal and informal workers by sector and firm size (2016) ..................................................................................... 51

Figure 3.5 Formal and informal workers by manufacturing industries (2016).............................................................................. 52

Figure 3.6 Geometric Averages of RCA and Labour Market rankings (2004-2015)...................................................................... 53

Figure 3.7 Labour Force in sectors excluding Agriculture (share in Total 2004-2015).................................................................. 55

Figure 3.8 WAEMU intra-regional trade (2000-2015)................................................................................................................ 60

Figure 3.9 Correlation between labour market frictions and RCA, WAEMU countries 2010-2015 ................................................. 61

Figure 3.10 Correlation between labour market frictions and regional RCA, 2000-2015 ............................................................... 62

Table 2.1 Size of the Informal Economy by Alternative Measures - Percent except where stated otherwise ................................. 11

Table 2.2 Taxonomy of Informal Economic Activities ................................................................................................................ 12

Table 2.3 Costs (Median) of Mobility (ex-ante versus ex-post) .................................................................................................. 24

Table 2.4 Trade liberalization Matrix ....................................................................................................................................... 32

Table 3.1 Top 10 industries (exports) ...................................................................................................................................... 44

Table 3.2 Top destinations (90 percent of total exports) ........................................................................................................... 45

Table 3.3 Correlations Matrix: RCA indicators (2004-2016 yearly data) (ISIC Divisions level) ...................................................... 45

Table 3.4 Correlations Matrix: RCA indices (2004-2015 averages) (ISIC Divisions level) ............................................................. 45

Table 3.5 Labour Force Sectoral Composition (ISIC rev. 3.1) ..................................................................................................... 48

Table 3.6 Sector Composition in 2016: Informality (%) and Unemployment (%) ......................................................................... 50

Table 3.7 Labour Market Frictions and RCA ............................................................................................................................ 54

Table 3.8 Labour market frictions, RCA and labour shares ....................................................................................................... 57

Table 3.9 Exporting firms’ sectoral characteristics (2015) ........................................................................................................ 58

Table 3.10 Women Employment (%), Informality (%) and Unemployment (%) in Manufacturing in 2016........................................ 59

Box 1.1 Trade, Labour market outcomes and SDGs ................................................................................................................ 3

Box 2.1 Comparative advantage in a nutshell ......................................................................................................................... 6

Box 2.2 The unemployment rate: definition and estimation ...................................................................................................... 9

Box 2.3 ILO definition of informality ..................................................................................................................................... 13

Box 2.4 Sectoral unemployment and Revealed Comparative Advantage ................................................................................. 18

Box 2.5 Trade liberalization and adjustment .......................................................................................................................... 23

Box 2.6 NTMs in a Nutshell ................................................................................................................................................. 29

Box 2.7 Labour provisions in international trade agreements ................................................................................................. 33

Box 3.1 Major impact assessment methodologies................................................................................................................. 36



vi MARKET ACCESS, TRADE AND SUSTAINABLE DEVELOPMENT: THE LABOUR MARKET CHANNEL

IN BRIEF
Trade can play an important role in achieving progress towards the SDGs. This report contributes to the enhanced 

understanding of the interrelated nature of the sustainable development goals and provides guidance for trade-

policy makers who would like to harness trade as a means of the implementation of the SDGs, focusing on the 

employment channel. Based on most recent advances in the trade and employment literature and on ongoing 

analytical work by the UNCTAD secretariat, this study aims at developing a general framework policy makers can 

use to design a SDG-sensible trade policy. Two practical cases study illustrate the implementation of this framework.

EXECUTIVE SUMMARY
The 2030 Agenda for Sustainable Development recognizes that “international trade is an engine for inclusive growth 

and poverty reduction, and contributes to the promotion of sustainable development”.1 At the macroeconomic 

level, trade serves as a source of finance for both the public and the private sector. At the microeconomic 

level, it affects people’s opportunities for consumption and production. This study focuses on how trade affects 

sustainable development through production, and in particular, the labour channel.

The particular importance of the labour channel is twofold. First, (decent) work is an SDG target itself (8.5), and 

gainful employment helps individuals achieve other SDGs for themselves and other members of their household. 

Second, while trade has helped improving the standards of living of millions of people, the employment implications 

of international trade are not always positive, and can be very disruptive. Trade shocks may have long lasting effects 

due to the reallocation across sectors of productive resources and the fact that their respective markets do not 

function perfectly. Imperfections in the labour market are pervasive in most countries. Imperfections are usually 

reflected in high unemployment rates and high shares of informal employment. Therefore, the implications of trade 

policies on employment are of particular importance for welfare. Policy-makers who want to harness trade to achieve 

progress towards the SDGs need to be well aware of the consequences the liberalization of different sectors would 

have on employment in their country. It might be the case that even if a trade strategy aims at promoting sectors 

that are relatively more competitive on international markets, overall employment effects can be negative if the latter 

sectors are also characterized by relatively stronger imperfections on their respective labour markets. 

This report provides guidance to trade-policy makers aiming to design employment-centered trade policies. The 

first chapter is a brief introduction to the issue at stake and underlines its relevance to the current debate about 

the role of international trade in facilitating the achievement of the SDGs. The second chapter of this report 

reviews the existing theoretical and empirical literature on the relationship between trade and labour market 

outcomes. Informality, which is an important feature of the labour market in most developing countries, and its 

role in framing the latter relationship are discussed in detail. The third chapter of the report presents a diagnostic 

tool constructed based on insights from the previous chapter, providing detailed information on data requirements 

and methodology. The diagnostic tool is designed to be used as a first step in assessing the potential employment 

implications of trade policy. It uses data to build evidence that provides qualitative guidance. It is complementary 

to simulation tools that estimate numerical outcomes under possible policy reform scenarios but rely on simplifying 

assumptions. Compared to existing tools and frameworks, its main advantages are:

• Use of an unsophisticated and technically parsimonious methodology. 

• Possibility of adaptation to limited data availability. 

• Accounting for labour market frictions, which can hamper the reallocation of workers after a trade shock.

• Accounting for informal employment, a common and important phenomenon, especially in developing countries.

• Accounting for intersections between trade, employment and other SDGs (through focusing on female 

employment, youth employment or creating jobs for the poor). 

Two practical case studies illustrate how the framework can be applied and adapted to different policy contexts.

1  2030 Agenda for Sustainable Development, paragraph 68.
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