
 
  

UNITED NATIONS ON CONFERENCE FOR TRADE AND DEVELOPMENT 
(UNCTAD) 

NAMUN 2019 
 
 



 

 

www.namun.org  / info@namun.org / @namun2019 

Welcome Letter 
 
Dear Delegates,  
 

Welcome to the 34th annual North American Model United Nations Conference at the 
University of Toronto! We are excited to witness your impressive skills in synthesizing pre-
existing literature to craft feasible policy solutions, diplomacy, oratory skills, and anything else 
you may bring to the table. It is with pleasure that we invite to be a delegate in the United 
Nations Committee of Trade and Development (UNCTAD) General Assembly committee this 
year. We look forward to seeing you engage fully in debate and we are excited to provide any 
support needed to bolster thoughtful and inspiring conversations. Our two topics this year are 
“E-Commerce for Development” and the “Middle Income Trap”. 
 
 In regard to a brief introduction to your chairs, Mariam Hassan is studying Public 
Accounting and Economics at Rotman Commerce offered by the University of Toronto. This is 
her first year in Model United Nations. Osama Abdalla is specializing in Molecular Biology. He 
has six years of MUN experience and has taken on various roles in several conferences around 
the world. The first topic of this background guide has been written by another UNCTAD chair, 
Mesbah Rafin. Unfortunately, Mesbah won’t be able to attend the conference due to 
unforeseen circumstances, but we thank him for his contribution. Your moderator, Patrice 
Calancie, studies Political Science, with this being her fifth year in Model UN. 
 
 We strongly suggest you use this background guide as a starting point for your research. 
We have provided a list of recommended sources, but these sources are by no means 
exhaustive. Scholarly sources or books may be especially useful, as they provide the depth, 
detail, and analysis needed for our discussions. 
 
With that, we once again welcome you to NAMUN 2019 and we look forward to meeting you 
all! 
 
Mariam Hassan and Osama Abdalla 
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The Middle Income Trap 
By Mesbah Rafin 

 
Introduction 

The rapid proliferation of the Internet has contributed to the institutionalization of the 
concept and practice of electronic commerce (e-commerce) in global markets. Internet-based 
economic structures and information groups constitute the new business reality, as 
organizations and individuals revel in the ease of purchasing commodities and services from 
foreign shores. Most developing countries, however, do not benefit from these economic 
practices due to many different factors. 
 

In the 1960s, a collaborative effort between industry groups yielded the first attempt to 
develop common formats for the purchase, transport, and finance of electronic data. In late 
1970s, global standards for the electronic data interchange were set, and since then, have been 
well developed to integrate information across different sectors of large organizations. This 
process facilitates the sharing of information between individual parties. In August 1994, the 
first business transactions were conducted over the internet in the United States. This paved 
the way for the exchange of goods, services, and information, over electronic mediums. The 
value of the Internet as a strategic tool for business cannot be accurately measured.  The 
Internet allows all business actors to access world markets and serves a communications link 
with stakeholders throughout the year. 

 
In a nutshell, e-commerce effectively reduces the necessity of huge investments or 

physical infrastructure to develop a global presence, which has led to a revolution in the way 
business is conducted around the world. For developing countries in particular, it has the 
potential to present solutions to many prevalent problems such as provision of remote 
healthcare and education. However, these countries are unable to reap these benefits, as there 
is a disparity between the adoption rates, implementation and, use of e-commerce in 
developed and developing nations, with the latter lagging behind to a significant extent. 
Additionally, security and the lack of infrastructure poses a substantial issue. The latter is 
needed to sustain e-commerce and internet penetration. Lastly, perhaps the most salient issue 
is the need for proper education and training for entrepreneurs for utilizing the full potential of 
e-commerce and ecommerce platforms. 

 
UNCTAD has been vocal about implementation of e-commerce through its etrade for all 

initiative. To support e-commerce in the developing countries, this committee has previously 
pushed for cyber laws in Africa and capacity building in the ICT sector in Latin America. Realizing 
the benefits of e-commerce, individual countries have taken initiatives to rebuild their 
infrastructure to help entrepreneurs and businesses in their e-commerce. India’s logistics 
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development and Peru’s optical broadband infrastructure upgrade represent current initiatives 
to overcome the obstacles to e-commerce.  
 

This background guide aims to discuss the various obstacles and hindrances to fully 
achieving the potential of e-commerce technologies for developing countries. It will introduce 
the rampant disparities in its adoption, before progressing to a discussion on the various 
barriers these countries face in developing e-commerce infrastructure. An additional goal of 
this background guide is to shed some light on current research being conducted by 
governments and countries to strengthen infrastructure and logistics for e-commerce.  
 

Definitions 
Ecommerce 
The electronic process by which individuals or organizations make a transaction, such as buying, 
selling, transferring, or exchanging products, services, and/or information. 
 
SME (Small-to-medium enterprise) 
A convenient term for segmenting businesses and other organizations that are somewhere 
between the "small office-home office" (SOHO) size and the larger enterprise. 
 
Ecommerce platform 
A software tool that allows retailers to build and customize digital storefronts and to manage 
their website, sales, and ecommerce operations from a central hub. BigCommerce is an 
example of an ecommerce platform. 
 
Cross border ecommerce 
The process by which consumers buy online goods from vendors in other countries. Cross 
border e-commerce constituted 17.3% of all import/export trade in China in the first half of 
2015. Products are purchased through international market platforms and social media 
platforms such as Tmall global, JD Worldwide, Amazon, and WeChat. Popular products to 
purchase through Cross border e-commerce include: beauty products, baby care, and food. 
 
Brick-and-mortar  
A traditional business which serves customers in a building as opposed to an online business. 
 
Value chain 
The full range of activities – including design, production, marketing and distribution – 
conducted by businesses bring a product or service from conception to delivery. For companies 
that produce goods, the value chain starts with the raw materials used to make their products 
and consists of everything added before the product is sold to consumers. 
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Capacity Building 
This term describes a range of activities one might use to expand an organization or change the 
direction of its production. The concept is commonly used for overseas development in NGOs, 
but the principles, ideas, and practices relate to any non-profit organization. The United Nations 
has defined capacity building as 'the ability of individuals, institutions, and societies to perform 
functions, solve problems and set and achieve objectives in a sustainable manner.'  
Business-to-Consumer (B2C) 
B2C ecommerce encompasses transactions made between a business and a consumer. 
 
Business-to-Business (B2B) 
B2B ecommerce relates to sales made between businesses, such as a manufacturer and a 
wholesaler or retailer. 
 
Consumer-to-Consumer (C2C): One of the earliest forms of ecommerce is the C2C ecommerce 
business model. Customer-to-customer relates to the sale of products or services between 
customers. 
 
Consumer-to-Business (C2B): C2B refers to the process by which individual consumers make 
their products or services available for business buyers. 
 
Business-to-Administration (B2A): This model covers the transactions made between online 
businesses and administrations. 
 
Consumer-to-Administration (C2A): Consumers selling online products or services to an 
administration. 
 
Capital 
A term for financial assets or their financial value (such as funds held in deposit accounts), as 
well as the tangible factors of production including equipment used in environments such as 
factories and other manufacturing facilities. Additionally, capital includes facilities, such as the 
buildings used for the production and storage of the manufactured goods. Materials used and 
consumed as part of the manufacturing process do not qualify. 
 
Retail 
The activity of selling goods direct to the public, usually in small quantities. 
 
Storefront e-commerce platform 
A software technology that allows you to build storefronts (a storefront is any customer or 
business facing proposition relating to the selling of products and services) of businesses. 
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Historical Background 
 
Timeline of Important Events: 
1969: CompuServe, the first major American e-commerce company, is founded. This was the 
first time e-commerce was introduced. 
 
1979: Electronic shopping was invented by Michael Aldrich (he is also considered the founder 
or inventor of ecommerce). This process was initially conducted by connecting a transaction-
processing computer with a modified TV through a telephone connection to transmit secure 
data. 
 
1982: The continued growth of technology, particularly in electronics, leads to the launch of the 
first ecommerce platforms by Boston Computer Exchange. This arguably marks the 
establishment of the first platform for e-commerce.  Notably, France concurrently launches 
Minitel, a pre-Internet Videotext online service, only available in France. Two years later, 
Electronic Mall by CompuServe, a popular online marketplace, is implemented internationally 
and offers offered pictures of products in full color. 
 
1992: The 1990s was a seminal period for e-commerce because it fundamentally transformed 
the landscape of e-commerce by introducing Book Stacks Unlimited as an online bookstore by 
Charles M. Stack. Notably, it was one of the first online shopping sites created at that time. 
 
1994: A web browser tool is introduced by Netscape Navigators Marc Andreessen and Jim 
Clark, designed for Windows platform. Millions who had access to the internet could now easily 
browse e-commerce platforms. 
 
1995: This year marked an iconic development in the history of ecommerce: the launch of 
Amazon and eBay Amazon was spearheaded by Jeff Bezos, while Pierre Omidyar launched 
eBay. 
 
1998-2000: The first ecommerce payment system is launched by PayPal as a tool to facilitate 
money transfers. A year later, Alibaba launches its online shopping platform with more than 
$25 million in capital. Gradually, Alibaba turns into the ecommerce giant it is known as today. In 
2000 Google launches AdWords as an online search advertising tool. 
 
2005-2009: This four-year period sees the development of ecommerce in the following ways: 
Amazon Prime membership is launched by Amazon to help customers get free two-day shipping 
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at an annual fee. 1 Etsy is launched in 2005 to enable small and medium scale retailers to sell 
goods online. In 2006, Shopify, a prominent storefront service, opens for business. And in 2009, 
square starts as app-based service. Notably, square allowed offline retailers to accept debit and 
credit cards in their brick-and-mortars. In the same year, Big Commerce is launched by Eddie 
Machaalani and Mitchell Harper as an online storefront platform. Since then, more than $8 
billion in sales have been processed through the platform and the company now has 
headquarters in Austin, San Francisco, and Sydney. 
 
2011-2015: This period years experienced huge development in the sphere of e-commerce, 
including developments such as Google Wallet. The latter was launched in 2011 as the first 
digital payment option that allowed transactions to take place online. Subsequently, Facebook 
introduced retailer sponsored stories, which is often considered to be the earliest forms of 
online advertising. Another e-commerce platform, Stripe, was launched as a payment 
processing company by Patrick and John Collison. After introducing these paid campaigns, 
ecommerce businesses were able to reach specific audiences using the news feeds of social 
media platforms to target different audiences. Additionally, Apple Pay was introduced in the 
year 2014 as a form of mobile payment for online transactions, and Jet.com was launched in 
2014 as an online shopping portal. 
 
2017 – Present: Instagram Shopping first launches in 2017 with ecommerce partner Big 
Commerce. Since then, the service has expanded to additional ecommerce platforms and 
allows Instagram users to immediately click an item and go to that product’s product page for 
purchase. Cyber Monday sales through the platform exceeded $6.5 billion dollars. In the same 
year, ecommerce growth broke a new record with online sales breaking $6.5 billion dollars on 
Cyber Monday – a 17% increase from the year before. In particular, mobile sales also broke 
records with an excess of $2 billion dollars in sales made via mobile devices23. 
 
E-commerce Global Historical Overview 
North America: There are currently 223 million people shopping online in North America, with 
30 million new users expected to shop online by 2021. There will be a total of 254 million e-
commerce users by 2021, which will represent 85% of the total population. Electronics & Media 
is currently the leading product category accounting for 102 billion USD market share. Toys, 
Hobby & DIY is the second leading product category accounting for 80 billion USD. Fashion is 
the third leading product category accounting for 76 billion USD. The US retail e-commerce 

                                                      
1Roos, Dave. “The History of E-Commerce.” HowStuffWorks, HowStuffWorks, 15 Apr. 2008, 
money.howstuffworks.com/history-e-commerce2.htm. 
2 “Timeline of e-Commerce.” Wikipedia, Wikimedia Foundation, 1 Sept. 2018, 
en.wikipedia.org/wiki/Timeline_of_e-commerce. 
3 Moore, Kaleigh, and Kaleigh MooreResearcher. “Ecommerce 101: The Impact, History &amp; Future of 
Electronic Commerce.” BigCommerce, 8 Aug. 2018, www.bigcommerce.com/blog/ecommerce/. 
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market is one of the largest in the world, accounting for 20% of global sales.4 Despite this, e-
commerce revenues still outpace overall retail sales in the North America when compared on a 
year-on-year growth rate; this success acts as an impetus for traditional brick-and-mortar 
retailers to turn to digital channels for sales expansion.5 Among those looking to dive into the e-
commerce market, Walmart stands out because it intends to reach a high double-digit increase 
in e-commerce sales for the next year following investments in marketplace and delivery 
offerings. Fortunately, consumers increasingly feel comfortable using a mobile device to shop; 
during Amazon’s Prime Day in 2016, mobile app orders more than doubled compared to 2015. 
With increasing competition, established online market leaders must strive for innovation to 
attract digital shoppers. 
 
South America 
Brazil: The share of e-commerce was 0.62% of the Brazilian GDP in 2013. Comparatively, this 
rate is not notably high, but since Brazil is a rapidly developing country, the eGDP is expected to 
grow significantly over the next few years. In Brazil, computer software was the most popular e-
commerce category in 2013. Additionally, Brazilian e-shoppers bought goods and services 
online for a total amount of $18.5 billion in 2013, which amounted to an average of $513 spent 
per e-shopper.6 
 
Argentina: About 11.7 million Argentines bought goods and services online for a total amount 
of $3.7 billion dollars in 2013. This represents an increase of 6.3% compared to 2012.7 
 
Chile: E-Commerce is growing exponentially in this country, in large part due to the 80% of its 
population which has access to the Internet. Currently, there are more than 15 million people 
connected virtually in Chile, of which more than 30% (5.5 million) make purchases over the 
Internet.8 Each year in May, Cyber Day is marked in Chile to promote online shopping. E-

                                                      
4 "North American E-Commerce to Maintain Double-Digit Growth." WeChat Pay Users Can Link Non-Chinese 
Credit Cards to Accounts – CardNotPresent.com. https://cardnotpresent.com/north-american-e-commerce-to-
maintain-double-digit-e-commerce-growth/. 
5 "An Overview of the North America ECommerce Opportunity." EShopWorld. June 01, 2017. 
https://www.eshopworld.com/north-america-insights/. 
6 FocusEconomics. "Latin America Is the World Leader in ECommerce Growth Despite Serious Challenges | 
FocusEconomics." FocusEconomics | Economic Forecasts from the World's Leading Economists. 
https://www.focus-economics.com/blog/latin-america-world-leader-in-ecommerce-growth-despite-serious-
challenges 
7 FocusEconomics. "Latin America Is the World Leader in ECommerce Growth Despite Serious Challenges | 
FocusEconomics." FocusEconomics | Economic Forecasts from the World's Leading Economists.  
https://www.focus-economics.com/blog/latin-america-world-leader-in-ecommerce-growth-despite-serious-
challenges 
8 "Chile - ECommerceChile - ECommerce." Liberia - Telecommunications. 
https://www.export.gov/article?id=Chile-eCommerce. 
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commerce sales have gone from US$1.2 billion dollars in 2012 to US$3.3 billion dollars in 2017. 
This increase is a result of the country’s rapid technological infrastructure development.9 
 
Europe:  

Ecommerce in Europe is growing exponentially, especially in Southern Europe.10 The 
online retail industry in Europe is expected to be worth around 602 billion euros at the end of 
this year, which would mean ecommerce in Europe will grow 14 percent compared to 2016. 
Data from Statista shows that almost 80% of British Internet users used online shopping in 
2014. Substantial growth can be found in Italy: 24.7% of internet users shopped online in 2014 
and averaged around 32.9% in 2017. Spain is predicted to adopt ecommerce, with the 
proportion of online shoppers resting at 36.1% in 2014 and averaging to 43.1% in 2014. Of 
course, in Europe, major American retailers have infiltrated local ecommerce industries. For 
example, Amazon was the most-visited online retailer in Europe in 2012.11 But that doesn’t 
preclude the emergence of European “Amazon” equivalents. Only four of the top ten biggest 
online retailers in Europe have American origins; these retailers are Amazon, Staples and Apple. 
The list also includes Otto (Germany), Tesco (UK), Groupe Casino (France), Shop Direct Group, 
Home Retail Group (both UK), Zalando (Germany), and John Lewis (UK). 
 
Africa: 

According to UNCTAD, Africa remains the region with the lowest e-commerce 
penetration, with about 2.2 % of global B2C e-commerce in 2013.12 Cross-border e-commerce 
generated around USD 300 billion in 2012, or 30% of global e-commerce. Notably, Morocco is a 
significant player in the ecommerce field. Its agricultural and artisanal sectors are well-
developed, and the country has the resources and political motives to export its products. 
However, Tunisia was the first country to consider implementing a national e-commerce 
strategy; unfortunately, its implementation has proven to be difficult. Finally, the Ivory Coast, a 
country undergoing significant changes, shows the highest GDP growth. It hosts e-commerce 
international companies such as Jumia and Cdiscount and is getting ready to develop its own e-
commerce industry.13  

The leading B2C e-Commerce merchant in Africa is Lagos-based Jumia, with three 
million customers spread across several nations, though there are other local online retail 

                                                      
9 "The Challenges of E-Commerce in Chile." Toys R'Us  | Customers | Clients | Clients | Edicom. 
https://www.edicomgroup.com/en_US/news/11149-the-challenges-of-e-commerce-in-chile.html. 
10 Ecommerce News. "Ecommerce in Europe: €602 Billion in 2017." Ecommerce News. June 26, 2017. 
https://ecommercenews.eu/ecommerce-europe-e602-billion-2017/. 
11 "Ecommerce in Europe." Ecommerce News. https://ecommercenews.eu/ecommerce-per-country/ecommerce-in-
europe/. 
12 "IPEMED : A Euro-mediterannean Think Tank." IPEMED : A Euro-mediterannean Think Tank. 
http://www.ipemed.coop/. 
13 "Africa B2C E-Commerce Market 2018: Online Retail Sales Set for Rapid Growth." PR Newswire: News 
Distribution, Targeting and Monitoring. https://www.prnewswire.com/news-releases/africa-b2c-e-commerce-
market-2018-online-retail-sales-set-for-rapid-growth-300654463.html. 
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platforms such as Souq in Egypt and Kilimall in Kenya.14 The largest obstacle currently facing 
Africa involves the “unbanked” status of its population. However, almost 280 million Africans 
have mobile wallets, which is three times more than the number of Africans with bank 
accounts. This presents a significant opportunity for the e-commerce industry to develop. 
Notably, the typical African digital consumer is young, averaging around age 19. However, the 
dominant method of payment is still cash, which is preferred by older consumers.15 
 
Asia 
China: The Chinese consumer market has seen enormous growth, but only 11% of the 
population has reached the middle class. But in less than a decade, China has emerged as the 
world leader in e-commerce. It claims more online shoppers than any other nation.16 China is 
home to 730 million Internet users and 40% of global retail e-commerce. Notably, its mobile 
payment market is a whopping 11 times the size of the U.S. market. China dominates in the 
fields of transaction, technologies, and money.17 
 
Southeast Asia: Southeast Asia is currently a very attractive market for companies. A 
universally successful e-commerce corporation in this region is known as the Lazada Group. The 
company, introduced by Samwer Brother’s Rocket Internet in 2012, has dominated monthly 
web traffic by attracting millions of viewers in almost every country. Consumer-to-consumer is 
estimated to constitute at least 30% of e-commerce market shares in the region but is difficult 
to measure accurately because interactions and payments are facilitated through platforms 
such as Facebook and Instagram.18 In Thailand, around 50% of online shoppers make purchases 
through a social network, which gives it its status as biggest social commerce market in the 
world. 
 
Japan: Japan is home to the third largest—and one of the fastest growing—e-commerce 
markets in the world. The growth rate has become stable over the past few years, with annual 
growth estimated at 9.1% in 201719. Nearly 60% of all online transactions take place on mobile 

                                                      
14 Kaplan, Marcia. "Africa: An Emerging Ecommerce Market with Many Challenges." Practical Ecommerce. June 
13, 2018. https://www.practicalecommerce.com/africa-emerging-ecommerce-market-many-challenges. 
15 "Ecommerce in Europe." Ecommerce News. https://ecommercenews.eu/ecommerce-per-country/ecommerce-in-
europe/. 
16 "The Rise of China's New Consumer Class." Goldman Sachs. 
https://www.goldmansachs.com/insights/macroeconomic-insights/growth-of-china/chinese-
consumer/index.html?cid=sch-pd-google-nbchineseconsumer-searchad-20185--&mkwid=uui8CuV3. 
17 "China's Digital Economy: The Shape of Things to Come." China Business Review. January 16, 2018. 
https://www.chinabusinessreview.com/chinas-digital-economy-the-shape-of-things-to-come/. 
18 “Overview of e-Commerce in Southeast Asia [Market Analysis].” ASEAN UP, February 13, 2018. 
https://aseanup.com/overview-of-e-commerce-in-southeast-asia/. 
19 "Japan - ECommerceJapan - ECommerce." Liberia - Telecommunications. 
https://www.export.gov/article?id=Japan-E-Commerce. 
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platforms. Popular ecommerce platforms such as Amazon Japan, Rakuten, and Zozo, have 
readily available mobile applications to facilitate mobile commerce transactions20. 
 
Middle East: 
 

The countries of the Middle East have reported rapid growth in the online retail sales 
sector.21 Saudi Arabia is expected to see even higher growth rates and overtake the UAE as the 
largest online retail market of the Gulf by the turn of this decade.22 In Iran, less than 1% of total 
retail sales are currently online, but this share could triple over the next two years, as a larger 
proportion of its relatively large population gains Internet access and embraces the benefits of 
online shopping. In Lebanon, the online travel sector is still larger than the online sales of 
physical goods. Regardless, barriers within the region prevail, such as the prevalence of cash on 
delivery over other payment methods and consumer wariness of safety of E-Commerce and 
online payment transactions. However, retail E-Commerce sales in the countries of the Middle 
East are projected to increase significantly between 2017 and 2020. 
 

Issues 
The development of a diversified ecommerce market depends primarily on the existing 

structure of an industrial sector and its place within a given sectoral value chain. Additionally, 
cultures and businesses are often recognized as factors that limit the transferability and 
universal applicability of e-commerce models. Some other obstacles include:  
 
Security:  

Although SMEs have numerous reasons for engaging in e-commerce, the security 
concerns of the customers remain substantial impediments to expanding e-commerce services 
and business.23 Arguably the biggest drawback is the reluctance of customers to provide credit 
information on online platforms. A well-maintained platform that offers credible methods of 
data transfer is considered to a necessary aspect of successful ecommerce transactions. This 
heightened need for security and privacy in an online environment is informed by the growth of 
broadband. Both individual users and businesses report that computer viruses are the most 
common and perverse forms of “malware”. Security continues to pose a problem for online 
businesses, as customers need increasing measures of protection to feel secure about their 
online payments.  
 
                                                      
20 Mehra, Gagan. "Ecommerce in Japan: Marketplaces Dominate." Practical Ecommerce. June 21, 2016. 
https://www.practicalecommerce.com/Ecommerce-in-Japan-Marketplaces-Dominate. 
21 Writer, Staff. "Middle East E-commerce to Deepen Its Inroads into Retail." ArabianBusiness.com. 
https://www.arabianbusiness.com/retail/392101-middle-east-e-commerce-to-deepen-its-inroads-into-retail. 
22 "Middle East B2C E-Commerce Market Report 2018-2020." PR Newswire: News Distribution, Targeting and 
Monitoring. https://www.prnewswire.com/news-releases/middle-east-b2c-e-commerce-market-report-2018-2020-
300609932.html. 
23 "MEETINGS." UNCTAD | Press Release. http://unctad.org/en/Pages/Meetings.aspx. 



 

 

www.namun.org  / info@namun.org / @namun2019 

Cost of internet: 
The full potential of e-commerce may only be realized with the proper infrastructure. In 

most developing countries, this constraint presents a major obstacle. Smaller, low-income 
internet markets in developing countries, particularly in Africa, have been unable to attract 
sufficient investment in infrastructure. Combined with lack of competition, this results in 
bandwidth cost that can be up to 100 times higher than in developed countries.24 
 
Infrastructure: 

In most cases, these countries remain outside the reach of fiber optic cables and must 
turn to satellites for international – and sometimes even domestic – connectivity. This happens 
even in spite of significant improvements brought about by technology.25 
 
Lack of technical skills: 

Another area of concern is the lack of skilled labor and technical expertise needed to 
implement e-commerce infrastructure. Many developing countries do not have a workforce 
that has sufficient training in ICT and mobile technology. This greatly disadvantages many SMEs 
that may be seeking to diversify or to branch out into e-commerce.26 
 
Unfamiliarity with e-commerce benefits: 

Although ensuring that industries obtain the requisite skills for implementing e-
commerce infrastructure is important, another key issue is posed by the lack of awareness 
surrounding the benefits of e-commerce industries. 27 For example, many entrepreneurs in 
developing countries, and especially in less-developed countries, have not been introduced to 
ICT’s benefits. Even if entrepreneurs in developing countries have access to mobile phones or 
the internet, they may not know how best to leverage them for their business operations. In 
some circumstances they may even fail to see the value of investing in the technology required 
to take advantage of the opportunities of e-commerce. 
 
Education and Training: 

Other major factors critical for ecommerce proliferation include training and education. 
Developing countries face the digital divide primarily because they lack the requisite human 
capital. Mass illiteracy in English presents a significant barrier to e-commerce’s implementation 
and institutionalization. Hence, the most pressing objective is the need to bolster capacity-

                                                      
24 "MEETINGS." UNCTAD | Press Release. http://unctad.org/en/Pages/Meetings.aspx. 
25 "Major Challenges of Ecommerce in the Developing Nations." Uber Digit. November 26, 2016. 
https://www.uberdigit.com/major-challenges-of-ecommerce-in-the-developing-nations/. 
26 Muneer Abbad, Rami Abbad, Malik Saleh, (2011) "Limitations of e‐commerce in developing countries: Jordan 
case", Education, Business and Society: Contemporary Middle Eastern Issues, Vol. 4 Issue: 4, pp.280-291, 
https://doi.org/10.1108/17537981111190060 
27 Muneer Abbad, Rami Abbad, Malik Saleh, (2011) "Limitations of e‐commerce in developing countries: Jordan 
case", Education, Business and Society: Contemporary Middle Eastern Issues, Vol. 4 Issue: 4, pp.280-291, 
https://doi.org/10.1108/17537981111190060 
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building programs for e-commerce skills. Training and education can be imparted via various 
methods, including using the internet itself, distance learning, and specialized links with 
universities. India has effectively used the Open University concept to reduce illiteracy in 
English and invest in the opportunities provided by e-commerce.28 
 
Legal and Regulatory Issues 

Cross-border e-commerce is rapidly proliferating, but many business experts cite 
regulations as a major impediment to e-commerce’s development. Specifically, regulatory 
obstacles manifest themselves in the domains of consumer protection, authentication and 
security, Internet content regulation, and Data privacy. E-commerce is also subject to the 
vagueness inherent in international jurisdiction of law and taxation. In fact, there is no precise 
estimation of the E-commerce sales, which makes it almost impossible to determine a level of 
proportional taxes. Additionally, each country employs a different price variable in terms of 
shipping, customs and tariffs. This price variable further explains stagnation in the 
implementation of ecommerce industry.  

 
Case Studies 

Due to the technical difficulty of this topic, this background guide will provide a few 
brief case studies to highlight possible solutions. However, delegates should not be proposing 
these solutions during debate but rather drawing inspiration from them to craft other solutions. 

 
India: Logistics as an impediment to ecommerce growth 

India is a paradigmatic example of logistical problems that prevent the growth of e-
commerce. All ecommerce logistical models conceived in this country consider the larger 
metropolitan cities and Tier-1 cities as their targets, since customers in these locations usually 
belong to either the upper affluent or middle class and have easy access to the Internet. 
Product delivery to more rural locations is hindered by logistical concerns such as accessibility 
and ease and cost of delivery. For example, since most goods are being transported by air, 
delivery costs are high for e-retailers.29 This condition is conducive to shortages of cargo space 
on airlines during times of high demand, such as the weeks leading up to the Indian festival of 
Diwali and warranted dependence on external delivery firms.30 But, while India boasts the 
second-largest number of mobile users in the world, e-retail sales are less than 0.5 % of the 
country’s entire retail sales. When this figure is compared with 6% in the US and 5% in China, it 
does appear as if the country’s e-commerce sector needs to focus on its delivery network. The 
                                                      
28 "Major Challenges of Ecommerce in the Developing Nations." Uber Digit. November 26, 2016. 
https://www.uberdigit.com/major-challenges-of-ecommerce-in-the-developing-nations/. 
London Metropolitan University. "Welcome to LondonMet Repository." LondonMet Repository. 
http://repository.londonmet.ac.uk/. 
29 Narayan, Adi. “Logistics Are Holding India's E-Commerce Companies Back.” Bloomberg, December 11, 
2014.http://www.bloomberg.com/bw/articles/2014-12-11/logistics-hold-indias-e-commerce-companies-back 
30 PricewaterhouseCoopers (PWC) “Evolution of E-Commerce in India: Creating the Bricks behind the Clicks.” 
2014. http://www.pwc.in/assets/pdfs/publications/2014/evolution-of-e-commerce-in-india.pdf  

https://www.uberdigit.com/major-challenges-of-ecommerce-in-the-developing-nations/
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prospects of e-commerce development however are not infeasible, as e-retailers are looking to 
counter the various problems associated with contrived addresses, cash-on-delivery, and 
returned merchandise by investing the requisite amount of capital and establishing their own 
logistics business. FlipKart and Amazon India have already undertaken various initiatives in this 
regard. 
 
Thailand: Business Development Department 

Thailand’s Department of Business Development (DBD) is encouraging SME operators to 
seek new opportunities via e-commerce while introducing the DBD Registered symbol to ensure 
security for online shoppers.31 Deputy Minister of Commerce Siriwat Kajornprasart revealed 
that he has assigned the DBD to support Thai SMEs in doing business via e-commerce.32 Due to 
the huge growth and increasing popularity of e-commerce, Kajornprasart said that Thai SMEs 
should consider expanding their businesses online in order to simultaneously find new 
opportunities and reduce production costs. E-commerce can also enhance the competitiveness 
of Thai companies in the international markets.  
 
Peru: Fibre optic broadband expansion 

The Peruvian government has announced that it will support the implementation of a 
national fiber optic backbone for broadband access. The announcement followed the adoption 
of the Law for the Promotion of Broadband and Construction of Optical Fiber Backbone.33 
Telecoms regulators will oversee the rollout, and ensure access is competitive, whilst the 
Agency for the Promotion of Private Investment has been tasked with selecting a company to 
carry out the installation. Telecom regulators are responsible for drawing up technical criteria 
for the network, which will link all provincial capitals and have connections to all districts.34 
Further, the broadband bill ensures net neutrality, making it illegal for an internet service 
provider (ISP) to block, interfere with, discriminate against, or restrict the right of any user to 
use an application, regardless of origin, destination or nature. 
 

United Nations Activity 
e-Trade for all: The eTrade for all initiative enables developing countries to easily ascertain 
what kind of assistance is offered by the international community, within seven policy areas. 
The main tool of the “e-Trade for all” is an online platform, which will help developing countries 
and donors navigate the supply and demand associated with e-commerce development, learn 

                                                      
31 "Department of Business Development." Dbd.go.th. http://www.dbd.go.th/dbdweb_en/main.php?filename=index. 
32 "What Is the DBD? | Price Sanond: Lawyers in Bangkok, Thailand." Price Sanond. March 29, 2016. 
http://www.pricesanond.com/knowledge/corporate-m-and-a/what-is-the-dbd.php. 
33 TeleGeography. "CommsUpdate." Https://www.telegeography.com. 
https://www.telegeography.com/products/commsupdate/daily/2016/07/25/. 
34 "State Initiatives to Assist Peru's Shift towards Digitalisation." Oxford Business Group. August 28, 2018. 
https://oxfordbusinessgroup.com/overview/broad-plans-state-initiatives-assist-shift-towards-digitalisation. 
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about trends and best practices, and raise visibility for the various partners' initiatives and 
resources. 
 
Sustainable Development Goals (Goal 17): Information and communications technologies are 
playing an increasingly important role in the implementation of the 2030 Agenda for 
Sustainable Development. The digitalization of economic activities and trade is directly relevant 
to several of the Sustainable Development Goals, including Goal 17. 
 
The UNCTAD E-commerce Week: This activity was held in April 2018 with the theme “Towards 
inclusive e-commerce” and contributed to the global dialogue on the necessity of inclusive e-
commerce development. UNCTAD organized a range of events, including the first ministerial 
meeting of the Friends of E-commerce for Development, the official launch of etradeforall.org 
and the first board meeting of Business for eTrade Development.35 
 

As part of its regional integration process, the East African Community, with the 
assistance of UNCTAD, established a Task Force on Cyberlaws in 2007. UNCTAD provided legal 
advice and training to build awareness on policy and legal issues pertaining to e-commerce. The 
Task Force prepared and endorsed two cyber law frameworks, the most advanced in Africa. The 
Economic Community of West African States (ECOWAS) developed a set of Community Acts in 
order to achieve a more coordinated ICT sector within the region. Since 2013, UNCTAD has 
carried out a series of regional online capacity-building training programs and face-to-face 
workshops to identify and discuss the numerous challenges to regional coordination of cyber 
laws.36 
 

Since 2007, UNCTAD has carried out joint capacity building activities in the field of ICTs 
with the General Secretariat of the Latin American Integration Association and the Latin 
American and Caribbean Economic System.37 
 

Additionally, UNCTAD supported ASEAN to meet the objectives of its ICT Masterplan 
2015 through a number of methods, including a survey of ASEAN member States and e-
commerce businesses on the legal frameworks for e-commerce, a regional workshop to discuss 
advances and challenges in adopting and enforcing e-commerce legislation, capacity-building 
                                                      
35 "UNCTAD E-Commerce Week." UNCTAD | Press Release. 
http://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=955&Sitemap_x0020_Taxonomy=Technology and 
Logistics;#1713;#Information and Communication Technologies;#1952;#e-Commerce Legislation;#1570;#Science, 
Technology and Innovation. 
36 "Capacity-building Needed to Harmonize E-commerce Legislation in the ECOWAS Region." UNCTAD | Press 
Release.http://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=1147&Sitemap_x0020_Taxonomy=UNCT
AD Home;#1952;#e-Commerce Legislation;#1570;#Science, Technology and Innovation. 
37 "Cyberlaw Adoption in Latin America Moves Forward." UNCTAD | Press Release. 
http://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=835&Sitemap_x0020_Taxonomy=Technology and 
Logistics;#1713;#Information and Communication Technologies;#1952;#e-Commerce Legislation;#20;#UNCTAD 
Home. 
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and awareness-raising workshops for policymakers and lawmakers from Cambodia and the Lao 
People’s Democratic Republic from 2003 to 2009. Moreover, UNCTAD was instrumental in 
drafting e-commerce legislation in the respective countries. 
 

Tasks of the Committee 
The progress of e-commerce development is highly contingent on the development of 

the country of interest. This condition is due to various factors such as inadequate internet 
penetration, infrastructure issues, and logistics deficiencies. For example, some countries, such 
as China and those in North America, have fully diversified and well-developed e-commerce 
industries, in large part due to giants in the ecommerce field including Amazing, Alibaba and 
JD.com. Conversely, developing countries have not reached similar standards for e-commerce 
development.  
 

Thus, UNCTAD delegates should focus on elements that may engender the success of e-
commerce across the globe, but particularly in less developed regions. This gravity of this 
endeavour is informed by the ability of e-commerce to facilitate the integration of less 
developed countries into world markets. In particular, e-commerce sales afford entrepreneurs 
and family businesses the opportunity to reach a wider audience for their goods.  
   

As evidenced from this background guide, many developing countries have yet to 
unleash the potential of the e-commerce industry. The inaccessibility of e-commerce 
development stems from lack of education, among other factors. Delegates will be tasked with 
proposing solutions that focus on enabling citizens to implement e-commerce infrastructure.  
Proposed methods may include grassroots policies, or those conducted by NGOs in conjunction 
with local governments.   
 

Legal and regulatory issues also pose challenges to growth of e-commerce in many 
developing nations. Nations must directly address such issues and propose legal frameworks to 
facilitate ecommerce development. Since 2000, the UNCTAD e-Commerce and Law Reform 
Program has supported developing countries in Africa, Asia and Latin America in their efforts to 
establish legal regimes that address the issues couched in the lack of trust in online 
transactions, the conduct of domestic and international trade on web-based platforms, and the 
legal protection for users and providers of e-commerce and e-government services. 
 

Lastly infrastructure and logistics are impeding sustainable e-commerce practices. 
Logistics nightmares have induced an unintentional loss in customer and consumer trust. 
Delegates should be cognizant of the danger of introducing infeasible policies that may 
overburden rural and underdeveloped areas.   
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Thus, there are a number of questions the committee can consider in its discussion of these 
issues:  
 

1. How do we implement efficient logistical frameworks to facilitate e-commerce industry 
domestically, and across borders?  

2. What kinds of technologies, accessible to developing and developed countries alike, are 
essential to e-commerce development?  

3. How can developed and developing countries coordinate to promote productive and 
efficient e-commerce industry?  

4. How can countries best leverage eTrade to facilitate effective capacity-building in 
relevant areas in developing countries? 

5. What international legal frameworks are compatible with e-commerce development?  
 

Sources 
Moore, Kaleigh, and Kaleigh MooreResearcher. "Ecommerce 101: The Impact, History & Future 

of Electronic Commerce." BigCommerce. August 08, 2018. 
https://www.bigcommerce.com/blog/ecommerce/. 

 
"PUBLICATIONS." UNCTAD | Press Release. http://unctad.org/en/Pages/publications.aspx. 
 
"Research & Publications." ETrade for All. https://etradeforall.org/ressources/publications/. 
 
"UNCTAD | Developing Electronic Commerce Legislation." UNCTAD | Press Release. 

http://unctad.org/en/Pages/DTL/STI_and_ICTs/ICT4D-Legislation.aspx. 
 
"What Is Ecommerce? All You Need to Know About Ecommerce." Oberlo. 

https://www.oberlo.ca/ecommerce-wiki/ecommerce. 
 
  

https://www.bigcommerce.com/blog/ecommerce/
https://etradeforall.org/ressources/publications/
http://unctad.org/en/Pages/DTL/STI_and_ICTs/ICT4D-Legislation.aspx
https://www.oberlo.ca/ecommerce-wiki/ecommerce
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Escaping the Middle-Income Trap 

By Mariam Hassan 

 

Introduction 

A country currently experiencing the middle-income trap has successfully surpassed the 
low-income threshold but is struggling to achieve a competitive standing in the high-income 
market. It is often easier to surpass this low-income category compared to the middle-income 
category, hence why countries often get “trapped” at this intermediate stage.38 This 
phenomenon results from the advantage high income countries retain in the production of 
advanced industrial goods. Conversely, middle income countries lack the infrastructure, 
innovative capabilities, and human capital to produce competitive goods; thus they are limited 
to the production of primary resources and simpler industrial goods.39  

This section of the background guide will discuss the economic conditions conducive to 
the “middle level of income” plateau, and why countries that fall into this category are often 
unable to compete with high-income economies and have little growth potential. According to 
the World Bank, “of all 101 countries that were middle-income in 1960, only 13 have graduated 
to higher income 48 years later”.40 Additionally, analysis concerning historical background, 
other systemic causes, and relevant issues will be provided to inform discussions and further 
research on this issue.  

 

Definitions 

Economic Growth/Development 

A comparative increase in the capacity of an economy to produce goods and services.41  

 

                                                      
38 "Escaping the Middle-Income Trap." Global Economic Symposium. Accessed October 28, 2018. 
https://www.global-economic-symposium.org/knowledgebase/escaping-the-middle-income-trap. 
39 Mendez-Parra, Maximiliano. "How to Avoid the 'middle-income Trap'." ODI. December 14, 2016. Accessed 
October 28, 2018. https://www.odi.org/comment/10472-how-avoid-middle-income-trap. 
40 "The Middle-income Spread." The Economist. October 11, 2017. Accessed October 28, 2018. 
https://www.economist.com/blogs/graphicdetail/2017/10/daily-chart-6. And Taylor, Matthew M. "The Politics of 
Latin America's Middle Income Trap." Council on Foreign Relations. Accessed October 28, 2018. 
https://www.cfr.org/blog/politics-latin-americas-middle-income-trap. 
41 Agarwal, Prateek. "Economic Growth And Development." Intelligent Economist. December 16, 2017. Accessed 
October 28, 2018. https://www.intelligenteconomist.com/economic-growth-and-development/. 

https://www.economist.com/blogs/graphicdetail/2017/10/daily-chart-6
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Factors of Economic Growth/Development42   

• Industrial – Economic activity concerned with the processing of raw materials into 
more complex goods. Various types of industries, such as textile, technology, and 
agriculture, are included in this category.   

• Manufacturing – A production process that combines the use of labour and capital.  
• Infrastructure – A country’s fundamental facilities and services. These frameworks are 

necessary for the economy to function efficiently. They are often considered the 
foundation of the economy (i.e. social systems, public transport).  

• Investment – The process of allocating money or a resource for future use associated 
with a greater benefit to individuals or society.  

 

Human Capital/ Labour 

The collective skill sets, knowledge and any other intangible human assets that are used to 
create economic value. Investment in human capital is critical for economic growth.  

 

Related Factors to human capital/labour  

• Division of labour – The process of recognizing that talent, experience and capability of 
a worker improves when he or she is assigned only a single task.43  

• Labour market – The exchange of human labour for income/pay.44  

 

Metrics of Measuring Economic Growth  

 

Unemployment rate – The percentage of unemployed workers in the labour force. A worker is 
considered unemployed, but part of the labour force, if he or she is still willing and able to work 
but not currently employed.45  

                                                      
42 "5 Factors That Affect the Economic Growth of a Country." Economics Discussion. August 24, 2016. Accessed 
October 28, 2018. http://www.economicsdiscussion.net/economic-growth/5-factors-that-affect-the-economic-
growth-of-a-country/4199. 
43 "Division of Labour: Meaning, Forms and Advantages | Economics." Economics Discussion. November 17, 2015. 
Accessed October 28, 2018. http://www.economicsdiscussion.net/labour/division-of-labour/division-of-labour-
meaning-forms-and-advantages-economics/13757. 
44 "Definition of Labour Market | What Is Labour Market ? Labour Market Meaning." The Economic Times. 
Accessed October 28, 2018. https://economictimes.indiatimes.com/definition/labour-market. 
45 Staff, Investopedia. "Unemployment Rate." Investopedia. October 22, 2018. Accessed October 28, 2018. 
https://www.investopedia.com/terms/u/unemploymentrate.asp. 
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• GDP (Gross Domestic Product) – The sum of the value of goods and services produced 
in a country expressed as a financial quantity.46  

• Gini Index – A statistical tool developed to measure the income distribution amount a 
population. Ranging from 0-100, the higher the number the greater the inequality.47  

• HDI index – The summary measure of average achievement in key dimensions of 
human development. Factors that are considered in this metric include: life expectancy, 
education, and per capita income. Countries are ranked into four tiers of human 
development.48  

• Inflation – The overall increases in the CPI (consumer price index); the latter is the 
weighted average for prices of different goods. Extreme inflation is always a cause for 
concern; conversely, small fluctuations can often signal economic growth.49  

 

Historical Background 

The middle-income trap is a product of disparities in economic growth, rooted in 
historical processes such as technological revolutions. For example, many of the current high-
income countries benefited from expedited economic growth, and thus were able to define the 
conditions and standards of international markets. Countries that did not undergo these early 
high growth periods often find it difficult to match their labour and products to these 
standards.  

 

Provided below is a timeline of these technological revolutions and how they inform our 
current economic climate. 

 

Economic Revolutions  

Agricultural Revolution  

This revolution consisted of the societal-wide transition from hunter-gatherer nomadic 
lifestyles to farming and permanent agricultural settlements. Setting the groundwork for laws 

                                                      
46 Segal, Troy. "Gross Domestic Product - GDP." Investopedia. October 22, 2018. Accessed October 28, 2018. 
https://www.investopedia.com/terms/g/gdp.asp. 
47 Staff, Investopedia. "Gini Index." Investopedia. October 17, 2018. Accessed October 28, 2018. 
https://www.investopedia.com/terms/g/gini-index.asp. 
48 "Definition of Human Development Index | What Is Human Development Index ? Human Development Index 
Meaning." The Economic Times. Accessed October 28, 2018. 
https://economictimes.indiatimes.com/definition/human-development-index. 
49 Staff, Investopedia. "Inflation." Investopedia. June 03, 2018. Accessed October 28, 2018. 
https://www.investopedia.com/terms/i/inflation.asp. 
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and systems of exchange, this transition marked a step towards introducing commercialization. 
Notably, scientific methods such as efficient crop cultivation and sustainable livestock were also 
introduced in this period.50  

 

• There are three main stages of the agricultural revolution51: 
o Stage One: The introduction of simple farming concepts and the domestication 

of plants and animals.  
o Stage Two: This stage coincides with the industrial revolution. New inventions in 

the farming industry are introduced to make farms more efficient to serve 
commercial purposes.  

o Stage Three (current): The development of genetically engineered crops and 
genetically modified organisms (GMO) begins.  

 

Industrial revolution  

This revolution had its roots in Britain before it spread to the rest of Europe and the 
world. A major change in this revolution was the shift away from agrarian economy to an 
industry and machine-manufacturing reliant economy. Additionally, production moved away 
from food and plant-based products to resources such as iron and steel and other new forms of 
energy sources. Labour also became more specialized, in part due to the introduction of the 
factory system which reinforced the efficiency associated with the division of labour. There was 
also a strong push to develop new forms of infrastructure. Cities were starting to expand 
rapidly due to the large influx of people from the countryside. Land was no longer a reliable 
source of wealth so the wealthy were no longer defined by landed aristocratic titles. Lastly, 
economies began to engage in international trade and compete in global markets.52  

 

• There are three different stages of this revolution:  
o Stage One – This stage primarily occurs in Britain. The British forbid the export of 

any machinery, skilled workers, and manufacturing techniques. Further 
development takes place in other parts of Europe, though much of the 

                                                      
50 Maney, Dave. "The Biggest Story Of Our Lives: Economic Revolution." Forbes. March 05, 2013. Accessed 
October 28, 2018. https://www.forbes.com/sites/economaney/2013/03/01/the-biggest-story-of-our-lives-economic-
revolution/#1d9c4d74e6d0. 
51 "Agricultural Revolution." Wikipedia. October 01, 2018. Accessed October 28, 2018. 
https://en.wikipedia.org/wiki/Agricultural_revolution. 
 
52 Maney, Dave. "The Biggest Story Of Our Lives: Economic Revolution." Forbes. March 05, 2013. Accessed 
October 28, 2018. https://www.forbes.com/sites/economaney/2013/03/01/the-biggest-story-of-our-lives-economic-
revolution/#1d9c4d74e6d0. 



 

 

www.namun.org  / info@namun.org / @namun2019 

production is related to industries in iron, coal, and textile. Notably, Japan also 
begins to adopt industrial production methods.  

o Stage Two – Modern industries begin to exploit natural and synthetic resources. 
Development in machines, tools and computers begins. Ownership of companies 
become decentralized, as the stock exchange and financial markets grow in 
popularity. Almost every stage of the production process is improved by 
mechanization; Eastern Europe undergoes this transformation in the early 20th 
century, while India and China undergo a delayed transformation in the mid 20th 
century.  

o Stage Three – 1950 onwards marks the beginning of the digital revolution, which 
was characterized by the transition from analog electricity to digital technology. 
This transformation disrupted many industries, especially those involved in 
global communication and energy production.53 

 

Case Studies 

Presented below are some brief case studies which attempt to highlight the common 
economic conditions of countries experiencing the “middle income trap”. Notably, the details 
presented below are not exhaustive. Delegates are encouraged to supplement these case 
studies with their own research, particularly if they represent the countries examined below.  

 

Country  Current Situation  

Malaysia  Upper middle-income country which suffers from low agricultural 
productivity, environmental, and health issues. Although it is a major hub 
for technology manufacturing, the competitiveness of the sector has 
recently stagnated.54  

South Africa  High unemployment and poverty. Government policy is plagued by the 
poor allocation of resources; instead, experts advise investing resources 
into social services.55 

                                                      
53 Sharman, Jess. "Four Phases of Industrial Revolution: Phase One." NBS. December 05, 2017. Accessed October 
28, 2018. https://www.thenbs.com/knowledge/four-phases-of-industrial-revolution-phase-one. 
54 Can Malaysia Avoid the Middle-income Trap? | United Nations Educational, Scientific and Cultural Organization. 
December 22, 2016. Accessed October 28, 2018. http://www.unesco.org/new/en/media-services/single-
view/news/can_malaysia_avoid_the_middle_income_trap/. 
 
55 Mondi, Lumkile. "South Africa Can Expect Zero Growth. Its Problems Are Largely Homemade." The 
Conversation. September 18, 2018. Accessed October 28, 2018. http://theconversation.com/south-africa-can-expect-
zero-growth-its-problems-are-largely-homemade-62943. 
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Mauritius  Characterized by an aging population and low productivity in the labour 
force. Lack of investment in infrastructure. External demand for goods 
has dropped, inducing a decline in production. The current economy 
depends on sugar exports, travel, textile, and financial services.56  

 

 

Latin America  

 

Many countries in this geographic area are in the middle-income trap. 
They can no longer offer competitive low-labour costs and lack the 
resources to invest in innovation and technology to compete with 
wealthier economies.57  

 

China  

China will serve as a paradigmatic example of the “middle income trap.” The country’s 
economy has peaked in the last decade due to its increasing productivity. However, many 
experts predict that China will become subject to the middle-income trap. Described below are 
developments that have induced this outcome.  

China has successfully met its initial ambitious growth goals by maintaining a steady 
growth rate of roughly 6% over the past few years. More recently, the country has decided to 
prioritize other domestic issues, aside from increasing its GDP. For example, China has shifted 
to focus on the aging population and environmental damage caused by pollution. Previously, 
business owners were considered instrumental in contributing to high economic growth 
because any actions to further their own self-interest aligned with increased economic 
productivity.  However, the emergence of apathy and a change of goals in the commercial 
sector has generated a stagnant industry. The drive for economic growth declines as it is 
eclipsed by more pressing social concerns. Another factor which contributes to this stagnated 
growth includes the misallocation of capital within the economy, resulting in “spoiled” 
investments.58  

 

Causes 

                                                      
56 Houlder, Vanessa. "Mauritius Caught in Middle-income Trap." Financial Times. September 29, 2016. Accessed 
October 28, 2018. https://www.ft.com/content/67e331d8-75b1-11e6-bf48-b372cdb1043a. 
57 Taylor, Matthew M. "The Politics of Latin America's Middle Income Trap." Council on Foreign Relations. 
Accessed October 28, 2018. https://www.cfr.org/blog/politics-latin-americas-middle-income-trap. 
58 Holland, Tom. "The Risk of the Middle-income Trap Just Increased for China." South China Morning Post. 
October 23, 2017. Accessed October 28, 2018. https://www.scmp.com/week-asia/opinion/article/2116323/risk-
middle-income-trap-just-increased-china-heres-why. 
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Listed below are reasons why many countries often fall into the “middle-income” trap. 
Once again, delegates are encouraged to use these as a starting point for further research.59  

 

Low investment ratios 

When the ratio of social development investment is comparatively low, it is suggested 
that countries looking to improve their standards of living should invest in programs that 
further the quality of life of its citizens. The government may choose to invest in education, 
health care, or transportation, since these programs strengthen the workforce. A paucity of 
social investment funding may result in inefficiency and unproductivity. 

 

Slow manufacturing growth 

The manufacturing sector has lost its premium in the world market as it is becoming 
cheaper and more accessible. Consequently, countries that previously relied on the 
manufacturing sector can no longer continue to be profitable without creating more innovative 
products. When breaking out of the low-income bracket, countries need to offer competitive 
labour wages in the manufacturing industry. However, it is becoming increasingly difficult as 
manufacturing countries has spread to countries with lower labour costs.  

 

Limited industrial diversification 

If countries specialize in one market that is steadily declining, they often lack the 
resources or political support to diversify their industries. If the country’s sole industry is 
unprofitable, then the country will begin to stagnate and lose money due to the decrease in 
prices and demand. 

 

Poor labour market conditions 

The labour productivity of middle-income countries suffers from a lack of diversity in its 
workforce. This is the result of insufficient investment in educational programs and may not 
effectively use its full work force, specifically women.  

 

Issues 

                                                      
59 "Middle Income Trap | Tutor2u Economics." Tutor2u. Accessed October 28, 2018. 
https://www.tutor2u.net/economics/reference/middle-income-trap. 
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Using Asian Economies as Implementation Models  

Some of the most productive manufacturing economies in the world are located in Asia. 
These consist of, but are not limited to, China, Japan and India. These countries have seen rapid 
and sustainable economic growth over the past few decades. For example, China has proposed 
a series of 5-year plans that are focused on social and economic development. These plans have 
received recognition for their focus on growth and development. There has been a total of 13 
plans implemented, with the current one ending in 2020. Additionally, the Japanese economy, 
once plagued by stagnancy, successfully shifted to industrialization in the 1880s using a 
domestic investment approach in industry and infrastructure in the public and private sector. 
This successful policy focused on building economies-of-scale and shifting from low productivity 
(agriculture) to high productivity work (i.e. manufacturing, mining, and construction). 
Moreover, the Indian economy saw massive growth in the late 2000s; India pushed more 
fundamental market reforms driven by the expansion of services that promised substantial 
growth. Thus, these Asian economies are paradigmatic of export-led growth and a centralized 
trade policy. Delegates should consider whether these Asian countries represent feasible 
growth models for countries looking to escape the “middle-income trap”, and if not, if there are 
any other current suitable models.60 

 

The Role of Social Capital Theory  

Social capital is the foundation of trust within a society and often manifests itself in 
common values or pervasive norms. Notably, strong social capital is often attributed to high 
economic and social growth because its presence often facilitates cohesion within a population. 
For example, the norm of “reciprocity” encourages compromise and pluralism. Additionally, the 
proliferation of these values discourages the development of illegal and economically 
unproductive behaviour, such as tax evasion and labour exploitation.61 

 

Social Capital consists of three important components: 

• Bonds – Links based on common identities (i.e. family)  
• Bridges – Links that extend beyond a shared sense of identity (i.e. distant friends) 
• Linkages – Links to people or groups of a different social hierarchy   

 

                                                      
60 "Five-year Plans of China." Wikipedia. October 28, 2018. Accessed October 28, 2018. 
https://en.wikipedia.org/wiki/Five-year_plans_of_China. And Lagarde, Christine. "Asia's Advancing Role in the 
Global Economy, By Christine Lagarde, Managing Director, International Monetary Fund." IMF. March 12, 2016. 
Accessed October 28, 2018. https://www.imf.org/en/News/Articles/2015/09/28/04/53/sp031216. 
61 "Social Capital: Bonds, Bridges and Linkages." Taking Care of the Present. October 10, 2017. Accessed October 
28, 2018. https://polgovpro.blog/2017/10/10/social-capital-bonds-bridges-and-linkages/. 
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Delegates are advised to consider whether “social capital” may be an effective 
instrument in helping countries break out of the middle-income trap. Could policies that 
cultivate social capital lead to coordinated and sustainable economic growth? 

 

Strengthening Democracy to Escape the Middle-Income Trap  

An article written by Daron Acemoglu, a professor of applied economics at MIT, 
examined whether the implementation of democracy would induce positive growth effects.62 
His estimates suggest that adopting a democratic government may induce a growth in GDP per 
capita by 20%. Other positive benefits include improvements in private investment, the 
capacity of government to enact economic change, and increased social cohesion. This 
economic growth is often to be the result of strengthened civil liberties informed by democratic 
governance. Another article published by Boris Begovic at the CIPE (Center for International 
Private Enterprise), indicates that democracies’ stable and predictable natures can be 
associated with higher long-term growth. Additionally, democratic governance encourages the 
increased production of public goods and overall investment.63  

 

Delegates should consider whether democratic governance goes hand in hand with increased 
economic efficiency; are certain political conditions necessary to transcend the middle-income 
trap? 

Does income inequality contribute to low growth? 

 

The Gini index is a measure of income. Any Gini index higher than 0.40 is alarming, as it 
indicates polarized socio-economic strata Countries like Zambia, Honduras, Haiti, China, 
Botswana, South Africa currently have Gini index higher than 0.40. Most of these countries are 
either experiencing stagnant economic growth or are suffering from economic debilitation. To 
put in some perspective, a 1 percentage point increase in the Gini index decreases the GDP by 
around 1.1%. Over a five-year period, that same 1 percentage point increase can mean a GDP 
decline of 4.5%.64  

 

                                                      
62 Acemoglu, Daron, Suresh Naidu, James Robinson, and Pascual Restrepo. "Democracy and Growth: New 
Evidence." Democracy and Growth: New Evidence | VOX, CEPR Policy Portal. May 19, 2014. Accessed October 
28, 2018. https://voxeu.org/article/democracy-and-growth-new-evidence. 
63 Boris Begovic, “How Democracy Influences Growth,” Centre for International Private Enterprise Economic 
Reform, 2013. https://www.cipe.org/legacy/publication-docs/FS_06-30-2013_BB_Democracy.pdf. 
64 Barr, Caelainn. "Inequality Index: Where Are the World's Most Unequal Countries?" The Guardian. April 26, 
2017. Accessed October 28, 2018. https://www.theguardian.com/inequality/datablog/2017/apr/26/inequality-index-
where-are-the-worlds-most-unequal-countries. 
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Delegates may consider whether addressing income inequalities should be considered an 
integral aspect of breaking out of the middle-income trap. 

 

Is the middle-income trap solely a domestic issue or should it fall under the purview of 
international aid?  

 

The IMF (International Monetary Fund) is a global membership of 189 countries. The 
IMF’s mandate includes aiding countries to take advantage of economic opportunities and 
mitigating any associated challenges these countries may face.65 The IMF also tracks global 
economic trends and performance and alerts the members to any potential problems. 
Additionally, the IMF provides policy advice and financing to members experiencing economic 
difficulties, particularly developing nations.   

Notably, the World Bank, another global monetary institution, has an evolving 
relationship with middle-income countries. However, similar to the IMF, the World Bank may 
provide financial assistance and advice to developing countries when deemed necessary.  

Delegates may deliberate whether these institutions, often called the cornerstones of 
the liberal international cooperative framework, may play a greater role in facilitating the 
escape from the middle-income trap. Alternatively, delegates may consider whether these 
institutions’ policies, such as structural adjustment policies (SAPs), often lead to inequality and 
political backlash, and should be avoided moving forward. Delegates may also consider whether 
other institutions, such as regional development banks, may facilitate growth for middle-
income countries.  

 

United Nations Activity 

The UNCTAD committee has published several reports warning countries of conditions 
associated with them middle-income trap and feasible solutions. Delegates should use the 
below as reference material, and are instead encouraged to craft their own policies, or reaffirm 
previous UNCTAD policies when appropriate.  

 

In 2012, 

                                                      
65 "How the IMF Promotes Global Economic Stability." IMF. March 8, 2018. Accessed October 28, 2018. 
https://www.imf.org/en/About/Factsheets/Sheets/2016/07/27/15/22/How-the-IMF-Promotes-Global-Economic-
Stability. 
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At an international event at the Stock Exchange in Thailand, the UNCTAD secretary-general, 
Supachai Panitchpakdi, underscored the dangers facing middle-income countries; this dilemma 
was bolstered by research by the Asian Development Bank. The secretary-general proceeded to 
propose a number of policies that may be subject to change based on each country.66  

 

In 2015,  

UNCTAD STP (Science, Technology and Innovated policy) conducted a review of Thailand and 
urged them to innovate to avoid the middle-income trap. There was a strong emphasis on the 
role of science, technology, and innovation.67  

 

In 2016,  

A ministerial round table and panel discussion in Nairobi discussed factors that exacerbate the 
middle-income trap. These discussions emphasised industrial development, strengthened 
infrastructure, and social cohesion.68 

 

In 2018, 

UNCTAD published a report detailing how Chile can avoid the middle-income trap by 
modernizing its economy and re-examining the reciprocal relationships between society, 
business, and government.69 

 

The UNCTAD director of the division on globalization stated that “finding such an approach 
tailored to local economic circumstances and institutional conditions will be key to forging an 

industrial strategy that can help Chile avoid the dangers of a middle-income trap…” 

 

Tasks of the Committee 

                                                      
66 UNCTAD S-G Warns Again of Middle-income Trap. Accessed October 29, 2018. 
https://unctad.org/fr/pages/newsdetails.aspx?OriginalVersionID=238. 
67 Thailand Needs to Innovate to Avoid 'middle Income Trap'. September 17, 2015. Accessed October 28, 2018. 
https://unctad.org/fr/pages/newsdetails.aspx?OriginalVersionID=1077. 
68 United Nations Conference on Trade and Development, “Ministerial Round Table: Escaping the Middle Income 
Trap,” 14th session, 2016. https://unctad.org/meetings/en/SessionalDocuments/tdinf59_en.pdf.  
69 Chile Can Avoid the Middle-income Trap by Modernizing Its Economic Model – New Report. January 11, 2018. 
Accessed October 29, 2018. https://unctad.org/fr/pages/newsdetails.aspx?OriginalVersionID=1656. 
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• What recourse is available for middle income countries to develop highly skilled labour 
forces? How can countries develop multilateral relations that promote mutual interests, 
such as preventing “middle income trap” stagnation? 

• How can the current social economic structures in these countries be transformed to 
promote growth?  

• What industries should receive more investment and how can countries diversify their 
markets and products?  

• What is the most productive reallocation of resources and investments for higher 
economic growth?  

• Should the “Asian growth model” be adopted for countries looking to escape the 
middle-income trap? 

• What role should social capital play in these policies? 
• Is democracy or other political conditions necessary to stimulate economic growth? 
• Should addressing income inequality an be appropriate approach for middling 

countries? 
• Is the “middle-income trap” solely a domestic issue, or should it fall under the purview 

of international cooperation? 
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