Deeper integration into the global economy has been a distinctive feature of Latin American development strategies over the past quarter century. The dominant elements of such integration have been export-led growth relying on market forces and open capital accounts. This has been combined with some state intervention to promote foreign direct investment (FDI), export processing zones, and regional integration and free trade agreements. 
The effects of integration
Integration into global markets has not proven to be successful for most Latin American countries.  Contrary to mainstream analysis, under the current market reforms countries have underperformed as compared to the prior period of state-led industrialization. 
Good export performance has been the most positive outcome of Latin America’s increased economic integration, with intraregional trade having a particularly positive effect on export. 
However, good trade performance has not been reflected in GDP or productivity growth in most economies of the region. Furthermore, while the recent commodity boom has been a windfall, particularly for South American mineral exporters, this generates risks of further accelerating the premature de-industrialization process that has taken place since the 1970s. 
The process of open integration in the global economy has also left a legacy of weaknesses in technologies that support the productive capacity. Although FDI and the rise of companies operating in multiple Latin American countries have been positive features of the ongoing transformations, openness to volatile financial flows from outside the region has been a major source of the steeply rising and falling business cycles that have characterized the past decades in Latin America.
The collapse of global trade during the great recession in 2008-09 and its incomplete recovery have no doubt added an extra element of uncertainty in trade and production sector structures. This means, in particular, that growth in Latin America is likely to be even slower going forward. Weak trade growth may also encourage increased protectionism. Natural resource exporters may continue to benefit from high commodity prices, but there is also a level of uncertainty about how long exceptional conditions in commodity markets are likely to last. Under these conditions, it is essential for Latin American countries to adjust their development strategies.
Strategies to pursue
There are three recommended strategies for addressing these policy challenges, which could be adopted in various mixes.
1. Increasing capacity 
Latin American countries need to adopt active policies that concentrate on upgrading technology for existing and new activities in manufacturing, natural resource extraction or service sectors. Upgrading can involve a mix of support to research and development as well as encouraging those productive branches, firms and exports that have higher technological content. The essential instruments to do this are strong national innovation systems and development banks.
2. Strengthen links with China 
The second strategy is for Latin America to strengthen links with China to address the major asymmetries that currently characterize trade linkages between them. Thus, Latin America should diversify its exports to China and seek explicit agreements with the Chinese authorities on a path to redress trade imbalances.
3. Greater focus on domestic markets, and a strengthening of regional integration processes 
	Domestically, governments—especially in Argentina, Brazil, and Colombia—should improve social conditions as a means to make domestic markets more dynamic. Regionally, strengthened integration should support the first strategy, as intraregional trade has a much larger share of manufactured goods with higher technological content. Regional integration also gives broader opportunities to small and medium-sized firms. It must be accompanied by i
mprovements to infrastructure connecting Latin American countries. However, regional integration must overcome its strong cyclical nature as well as political divisions within the region. 


Economic challenges for LDCs 
The recovery from the 2008 global economic crisis has been challenging for the LDCs as their performance continues to be undermined by external economic conditions. The economic growth of the LDCs as a group was worse in the past three years than in the pre-crisis period, when they showed average growth rates of 7.9% between 2002 and 2008. Despite seeing a positive recovery in 2010 with the real gross domestic product (GDP) growing at the rate of 5.6%, the group experienced a slowdown in 2011, growing by only 4.2%.
Overall trends in international trade show that the deficit in the trade balance of LDCs as a whole was 5.7% of GDP in 2011, narrowing from 6.1% of GDP in 2010. The value of exported goods from countries most severely affected by the crisis in 2009 surpassed the pre-crisis level, increasing by 20% in 2011. However, the improvement in export growth has been mostly attributable to a few oil-exporting LDCs, thus the performance of the group as a whole becomes less impressive if oil is excluded from the calculation. 
Because LDCs have less diversified economies, they depend on a limited range of exports, often primary commodities. While countries that are net exporters of commodities benefited from an increase in prices during 2009-2011, the price volatility of certain products remains a major problem, creating a significant vulnerability for the exporters’ performance. 
The LDCs only account for 1.12% of global trade. Further integration into the global economy continues to be hampered by a range of supply-side constraints in these countries. Increasing foreign earnings by exporting higher value-added goods has proven to be difficult for most countries because lack of access to technology and the challenge of complying with quality standards of developed countries, for instance, have typically kept them from moving up in the export value chain. Development assistance can enhance productive capacities and reduce constraints on the private sector in LDCs. According to the Organisation for Economic Co-operation and Development (OECD) Creditor Reporting System (CRS), LDCs accounted for 31% of the Aid for Trade funds disbursed in 2011.
ITC’s unique role in LDCs
As the 100% Aid for Trade agency, ITC aims to increase the capacity of the private sectors in LDCs so they can take advantage of the global trading system. ITC’s overarching goal is to help the most vulnerable economies to achieve sustainable development through exports by activating, supporting and delivering technical assistance in areas related to export development. Providing sustainable and inclusive trade-development solutions for LDCs to help them to build and diversify their export base is a priority for ITC. Through innovative country-specific projects and regional programmes, ITC’s cooperation focuses on:
· Building export capacity of small and medium enterprises (SMEs) 
· Building capacities of trade support institutions to support the private sector 
· Enhancing access to trade intelligence 
· Promoting economic integration and developing intra-regional trade 
· Formulating national and sectoral export strategies 
· Increasing understanding of non-tariff measures faced by the business community 
To learn more about ongoing ITC activities, please visit the ITC Current Projects page. ITC works closely with other key partners, such as the United Nations Conference on Trade and Development (UNCTAD), World Trade Organization (WTO), United Nations Development Programme (UNDP), United Nations Industrial Development Organization (UNIDO), International Monetary Fund (IMF) and the World Bank, as well as non-governmental organizations (NGOs), donors and development banks, to deliver the Aid for Trade agenda in LDCs in a coordinated manner. ITC complements the efforts of partner agencies by supporting LDCs to become WTO members, addressing supply-side constraints to trade through EIF and supporting tourism in partnership with the Steering Committee on Tourism for Development (SCTD).
WTO accession process 
The key ITC contribution to the WTO accession process is to ensure that the business sectors in LDCs are aware of the implications of accession and are able to make significant contributions to negotiations. In Ethiopia, the Lao People’s Democratic Republic and Samoa, there were marked improvements in private-sector confidence after WTO accession. Samoa was formally welcomed as the 155th member of WTO in May 2012.
ITC’s assistance to LDCs in the early stages of the WTO accession process was extended to Afghanistan and Sudan, with a focus on establishing public–private dialogue to foster partnership and coordination. In 2012, ITC also assisted Tajikistan in preparing for WTO accession, with funding from Switzerland’s State Secretariat for Economic Affairs (SECO).
The Enhanced Integrated Framework (EIF) 
ITC promotes cooperation with LDCs through its active participation in the Enhanced Integrated Framework, a multi-stakeholder initiative and the most relevant Aid for Trade (AfT) framework for LDCs. ITC closely collaborates with its EIF partners to support the EIF countries in the programme in areas related to export development.
ITC has been contributing to a major boost in the implementation of the EIF by executing trade-related projects in Gambia, Cambodia and Lesotho. ITC has also built a strong strategic partnership under the SECO-EIF Cluster, the first programme funded by the EIF bilateral window. In Laos PDR, ITC acts through national trade institutions under the cluster framework along with UNCTAD, UNIDO and International Labour Organization (ILO). ITC’s work also focuses on advising EIF national implementation units on formulating programmes to strengthen the capacity of export-oriented SMEs in priority sectors identified by the diagnostic trade integration studies (DTIS). As a result, integrated packages of assistance were formulated in cooperation with other partners at the request of the governments of Comoros, Nepal, Benin, Central African Republic, Zambia and Uganda, to mention several.
The Steering Committee on Tourism for Development (SCTD)
ITC teams up with partner agencies, including UNCTAD, WTO, United Nations World Tourism Organisation (UNWTO), UNDP, ILO, United Nations Environment Programme (UNEP), United Nations Educational, Scientific and Cultural Organization (UNESCO) and UNIDO, to provide specialized tourism assistance in a coordinated fashion, by providing guidance and mobilizing the necessary financial resources to implement tourism for development in selected LDCs. ITC and its partner agencies have launched an innovative approach for the implementation of joint projects in selected LDCs, drawing on the needs expressed by the countries and laying the foundation for a joint resource-mobilization effort with participating stakeholders.
The Steering Committee on Tourism for Development was launched in 2011 at the LDC IV Conference held in Istanbul, Turkey, to help countries to identify solutions for the benefit of poor communities and generate employment opportunities through tourism development. The SCTD member organizations have jointly prepared the Portfolio of Services of Tourism Development, with the objective of highlighting the existing opportunities for technical assistance for interested public and private stakeholders in developing countries.
 ITC’s tourism-related services
A number of LDCs have identified the integration of products from poor communities into tourism value chains as a development priority. ITC delivers tourism-related services aimed at promoting linkages between the existing tourism sector and marginalized small- and micro-producer communities. 
