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Front cover 
The pictures on the top and bottom represent a range of key activities that can contribute to rural economic 
transformation in least developed countries: eco- and adventure tourism, agroprocessing, small-scale 
industry and sales of high-value agricultural produce in urban areas. The centre-left picture illustrates rural 
electrification, a major driver of development of non-farm activities. Eventually, a successful process of rural 
economic transformation might culminate in more capital-intensive and mechanized agriculture.

The headline of the newly adopted 2030 Agenda for Sustainable Development and Sustainable Development Goals 
(SDGs) is a global commitment to eradicate poverty by 2030. Nearly half the population of the 48 least developed 
countries (LDCs) – some 400 million people – remain in extreme poverty, compared with less than a quarter in any other 
developing country. The LDCs are thus the battleground on which the 2030 Agenda will be won or lost. This is where 
shortfalls from the SDG targets are greatest, where improvement has been slowest, and where the barriers to further 
progress are highest.  

Rural development will be central to the quantum leap in the rate of progress required for LDCs to achieve the SDGs. 
More than two thirds of people in LDCs live in rural areas, where poverty is also most widespread and deepest, and 
infrastructure and social provision most lacking. Rural development is essential, not only to poverty eradication, 
employment generation and economic development, but also to sustainable urbanization.

UNCTAD’s Least Developed Countries Report 2015 therefore focuses on the transformation of rural economies. Assessing 
LDCs’ progress in agricultural productivity, the extent and nature of their rural economic diversification, and gender 
issues in rural transformation, it shows that: 
• �Agricultural productivity began to increase in LDCs in 2000, following decades of stagnation or decline, but has risen 

strongly only in Asian LDCs.
• �Rural economic diversification varies widely between LDCs, but only a few have passed beyond the stage in which 

non-farm activities are centred on agriculture and urban linkages are limited.
• �Women comprise half the rural workforce in LDCs, but face serious constraints on realizing their productive potential, 

slowing rural transformation.

The 2030 Agenda both highlights the need and provides the opportunity for a new approach to rural development centred 
on  poverty-oriented structural transformation (POST), to generate higher incomes backed by higher productivity. In 
rural areas, this means upgrading agriculture, developing viable non-farm activities, and fully exploiting the synergies 
between the two, through appropriately designed and sequenced efforts to achieve the SDGs. 

The Report argues that:
• �Differentiation is needed between peri-urban, intermediate, remote and isolated rural areas.
• �A key priority is to overcome the contradiction between need and opportunity, by which more remote areas and poorer 

households have the greatest need but also the most limited opportunities for income diversification.
• �A POST process can be promoted by labour-based methods and local procurement in infrastructure investment to 

stimulate demand, coupled with parallel measures to strengthen local supply response. 
• �Supply response can be improved by appropriate sequencing of infrastructure investment and interventions, and 

provision of information about prospective changes in demand and market conditions.
• �Gender-specific measures are needed to overcome disadvantages arising directly from gender norms,  and more 

inclusive gender-sensitive approaches to address their poverty-related consequences.
• �Access to appropriate technologies, inputs, skills and affordable finance needs to be fostered.
• �Effective policy coordination is required nationally, while producers’ associations, cooperatives and women’s networks 

can play a key role locally.
• �Innovative approaches to trade and cross-border investment could make a substantial contribution.

Finally, the Report highlights the importance of adequate support from the international community to achieve structural 
transformation and fulfil the SDGs, based on the principle that “to will the end is to will the means”. It calls for donors 
to meet their commitments on the quantity and quality of official development assistance (ODA), and for an increase in 
the target for ODA to LDCs to 0.35 per cent of donors’ gross national income (GNI). This would be commensurate with 
LDCs’ share of global shortfalls from SDG targets in the context of the 0.7 per cent of donor GNI target for overall ODA.
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What are the least developed countries?

Forty-eight countries are currently designated by the United Nations as “least developed countries” (LDCs). 
These are: Afghanistan, Angola, Bangladesh, Benin, Bhutan, Burkina Faso, Burundi, Cambodia, Central African 
Republic, Chad, Comoros, Democratic Republic of the Congo, Djibouti, Equatorial Guinea, Eritrea, Ethiopia, 
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, 
Malawi, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Sao Tome and Principe, Senegal, Sierra 
Leone, Solomon Islands, Somalia, South Sudan, Sudan, Timor-Leste, Togo, Tuvalu, Uganda, United Republic of 
Tanzania, Vanuatu, Yemen and Zambia. 

The list of LDCs is reviewed every three years by the Committee for Development Policy (CDP), a group of 
independent experts reporting to the United Nations Economic and Social Council (ECOSOC). The Committee, 
in its report to the Council, may recommend cases of addition to the list, or graduation from LDC status. The 
following three criteria were used by the Committee in the latest review of the list, in March 2015:

(a)	 A per capita income criterion, based on a three-year average estimate of the gross national income (GNI) 
per capita, with a threshold of $1,035 for possible cases of addition to the list, and a threshold of $1,242 for cases 
of graduation from LDC status.   

(b)	 A human assets criterion, involving a composite index (the Human Assets Index) based on indicators of: 
(i) nutrition (percentage of undernourished population); (ii) health (child mortality ratio); (iii) school enrolment (gross 
secondary school enrolment ratio); and (iv) literacy (adult literacy ratio).

(c)	 An economic vulnerability criterion, involving a composite index (the Economic Vulnerability Index) based 
on indicators of: (i) natural shocks (index of instability of agricultural production; share of victims of natural disasters); 
(ii) trade-related shocks (index of instability of exports of goods and services); (iii) physical exposure to shocks 
(share of population living in low-lying areas); (iv) economic exposure to shocks (share of agriculture, forestry 
and fisheries in the gross domestic product (GDP); index of merchandise export concentration); (v) smallness 
(population in logarithm); and (vi) remoteness (index of remoteness).

For all three criteria, different thresholds are used for identifying cases of addition to the list of LDCs, and cases 
of graduation from LDC status. A country will qualify to be added to the list if it meets the admission thresholds 
on all three criteria and does not have a population greater than 75 million. Qualification for addition to the list 
will effectively lead to LDC status only if the Government of the relevant country accepts this status. A country 
will normally qualify for graduation from LDC status if it has met graduation thresholds under at least two of the 
three criteria in at least two consecutive triennial reviews of the list. However, if the three-year average per capita 
GNI of an LDC has risen to a level at least double the graduation threshold and if this performance is considered 
sustainable, the country will be deemed eligible for graduation regardless of its score under the other two criteria. 
This rule is commonly referred to as the “income-only” graduation rule.  

 Four countries have so far graduated from LDC status: Botswana in December 1994, Cape Verde in December 
2007, Maldives in January 2011 and Samoa in January 2014. In March 2009, the Committee recommended 
the graduation of Equatorial Guinea. This recommendation was accepted by the Council in July 2009, and 
endorsed by the General Assembly through a resolution adopted in December 2013. The same resolution also 
stated the Assembly’s endorsement of the Committee’s 2012 recommendation to graduate Vanuatu from LDC 
status. Equatorial Guinea and Vanuatu are scheduled to be taken off the list in June 2017 and December 2017, 
respectively. In the March 2015 review of the list of LDCs, the Committee recommended the graduation of Angola, 
by virtue of the “income-only” graduation rule. In March 2012, the Committee recommended Tuvalu’s graduation 
from LDC status. In the absence of endorsement by the Council, this recommendation has remained without 
effect.     

After a recommendation to graduate a country has been endorsed by the Council and the Assembly, the 
graduating country benefits from a grace period (normally three years) before graduation effectively takes place. 
This period, during which the country remains an LDC, is designed to enable the graduating State and its 
development and trading partners to agree on a “smooth transition” strategy, so that the loss of LDC status at the 
time of graduation does not disrupt the socioeconomic progress of the country. A “smooth transition” measure 
generally implies extending to the graduated country, for a number of years after graduation, a concession to 
which it had been entitled by virtue of its LDC status.
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