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What are the least developed countries?

At present, there are 48 countries 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, the
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 United Nations Economic and Social Council (ECOSOC),
based on recommendations of the Committee for Development Policy (CDP). The following three criteria were
used by the CDP in its most recent review of the list in March 2012:

(@) Per capita income, based on a three-year average estimate of the per capita gross national income (GNI),
with a threshold of $992 for candidate countries for addition to the list, and a threshold of $1,190 for
graduation from LDC status;

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

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

In all three criteria, different thresholds are used for identifying countries to be added to the list of LDCs, and
those that should graduate from the list. A country will qualify to be added to the list if it meets the thresholds on
all three criteria and has a population no greater than 75 million. But a country that meets these criteria will only be
added to the LDC list if its Government 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 per capita GNI of an LDC has risen to a level at least double the graduation
threshold, the country will be deemed eligible for graduation regardless of its performance under the other two
criteria.

Four countries have graduated from LDC status so far: Botswana in December 1994, Cape Verde in December
2007, Maldives in January 2011, and Samoa in January 2014. In March 2009, the CDP recommended the
graduation of Equatorial Guinea. This recommendation was accepted by ECOSOC in July 2009, and endorsed
by the General Assembly through a resolution adopted in December 2013. The same resolution also stated
that the General Assembly endorsed the CDP's 2012 recommendation to graduate Vanuatu from LDC status.
Equatorial Guinea and Vanuatu are scheduled to be taken out of the list of LDCs in June 2017 and December
2017, respectively. The next official review of the list by relevant United Nations bodies will take place in 2015, with
particular attention to the potential graduation of Angola and Kiribati.

After a recommendation to graduate a country from LDC status has been endorsed by ECOSOC and confirmed
by the General Assembly, that country is normally granted a three-year grace period before graduation effectively
takes place. This grace 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 socio-economic progress of the country. A "smooth
transition" measure generally implies extending, for a number of years after graduation, a concession the country
was normally entitled to by virtue of its LDC status.




Acknowledgements

The Least Developed Countries Report 2014 has been prepared by UNCTAD. Contributors to this Report are:
Rolf Traeger (team leader), Sonia Boffa, Maria Bovey, Agnés Collardeau-Angleys, Junior Roy Davis, Pierre Encontre,
Piergiuseppe Fortunato, Daniel Poon, Madasamyraja Rajalingam, Heather Wicks and David Woodward (the LDC
Report team). The work was carried out under the guidance and supervision of Taffere Tesfachew, Director, Division
for Africa, Least Developed Countries and Special Programmes, who also made significant inputs to the structure
and content of the Report.

An ad hoc expert group meeting on “Growth with Structural Transformation: Post-2015 Development Agenda
for LDCs” was held in Geneva on 8 and 9 July 2014 to peer-review the Report and its specific inputs. It brought
together specialists in the fields of structural transformation, development policies, industrial policy and financing for
development. The participants in the meeting were: Rolph van der Hoeven (International Institute of Social Studies,
University of Rotterdam), Akbar Noman (University of Columbia and Initiative for Policy Dialogue) and Codrina Rada
(University of Utah), as well as the members of the LDC Report team and the following UNCTAD colleagues: Mussie
Delelegn, Masataka Fujita, Axelle Giroud, Angel Gonzalez-Sanz, Ricardo Gottschalk, Ahmad Mukhtar, Patrick
Nwokedi Osakwe, Daniel Owoko, Amelia Santos-Paulino, Anida Yupari and James Zhan.

Dirk Bezemer and Codrina Rada prepared background papers for the Report.

Praveen Bhalla edited the text. Sophie Combette designed the cover. Heather Wicks and Maria Bovey provided
secretarial support.

Madasamyraja Rajalingam did the overall layout, graphics and desktop publishing.



Contents

What are the least develOpEA COUNTIIES ...............ccuiiie et i
EXPIQNATOIY NOTES ...ttt X
ADDIVIGTIONS ...ttt Xi
Classifications USEA IN ThiS REDOIT...........ccoeee ettt ettt Xiii
OVBIVIBW ...ttt e ettt ettt e oottt e e ettt e e ettt e et e e et e et a e =X
CHAPTER 1: Recent Trends and OULIOOK fOr the LDCS ... 1
N [ 1o To 18 o (o o PP OPRRTRR 2
N I T == TR T=T ] o ) TP 2
C. Current account and interNational trade ............ccceeciiiiiiieiii e e e 4
1. CUITeNt @CCOUNT DAIANGCE ... 4

2. Trade balance iN OOAS AN SEIVICES ..uuuviriiiiiiiiieieee ettt et e e e e e et bbbt a e e e e e e aea e s s s s berrataaeees 5

D. Resource MobiliZation..........ccuiiiiiiiii i e 9
1. Domestic resource mobilization: Gross fixed capital formation and Savings ..........ccovviiiieiiiiiiiie e, 9

2. External resource mobilization: Private and official capital fIOWS ..., 10

3. FDINflows iINt0 LDCS N 2013 ...ttt 13

4. Remittance fIOWS iN 2073 ... 15

E. The economiC OULIOOK fOr the LDCS .....uuiiiiiiieiiee ettt e s e nr e nnn s 16
[N [0 = OO PPPRPPPT 17
TS (YT g T LSRR URPRRS 18
CHAPTER 2: LDCs’ Progress Towards AChieving the IMDGS ... ssssssssssssssssssssons 19
N [ (oo [ o7 i o o PPN 20
N 1= o N aTo TR L= 1Y L TR 20
1. Global progress towards the MDGS: AN OVEIVIEW ........viiiieiiiiieeaiie ettt ieeeaeee e 20

2. LDCs’ progress towards individual MDGs and their targets ..o 23

3. Progress towards reaching MDG targetS ........coiiiiiie i e e e 32

C. MDG 8: A global partnership for developmMENt? ......cooiiiiiiee e e 35
1. Official deVEeloPMENT ASSISTANCE ... ....civiiii ittt e e e e 35

2. DI FEIIET ... i 39

T L= To Lol (=Te [0S TP O RSP SRPPPPPPPN 39

D O o g o1 [0 L=] 1o o 1= OO T RO TR PSPPI 41
N0 = PP 43
REFEIENCES ...ttt h e e e s bt s b e e e e e e aa e e s b e e e ae e en e e b e e nan e en e b e e naeennenane 43
CHAPTER 3: From MDGs to SDGs: Reconnecting Economic and Human Development..........counncinnn. 45
A. The interdependence of human and economic developmeENt ...........eeueeeiieeeeiieiiccciree e 46

1. Human development and eCONOMIC AEVEIOPMENT .......ooiiiiiiiiiiiii e 46



vi The Least Developed Countries Report 2014
2. Human development and the IMDGS .........uviieiiiiiie et e e e e eaae e 48

3. Economic development and sustaining human development ... 48

B. Structural transformation and multidimensional sustainability ............cccccceiiiiiiieiiciiie e, 50
1. Development, structural transformation and the planned SDGS.........ccuvvveiiiiiieiiciiiee e 50

2. DEfiNING “SUSTAINADIITY ...ttt eee et e e bt et e e et e e e e e e s e taaeees 52

C. Achieving the SDGs: What Would it taKE? .....cc.eiiieiieiieee e e e e s e e e e e e sreeeeeseanns 54
1. From the MDGS 10 the SDGS.......eiuviiiiiiiiii it 54

2. What kind of structural transformation is Needed? ...........cciiiiiiiiiiiiiii e 54

1IN =P 57
(== g o= TP TP 57
CHAPTER 4: Structural Transformation and Labour Productivity in LDCS.......cccccvmmninineeeeeeennn, 59
)N [ (oo [8 o7 i oo PP 60
B. The interaction between structural change, labour productivity and employment ............cccccoiiiiiiininnen. 60
C. Economic performance and structural transformation ... 63
1. Structural change in EMPIOYMENT ........uiiii et e e e e 64

2. Structural Change N OULDUL ....eeeiiei ettt e et e e e e e s 66

D. Trends in 1abour PrOAUCTIVITY ........eiiiiieei ettt e e e s e e e e e enne e e e e senneeas 68
1. Trends in economy-wide [abour PrOAUCTIVITY ...uvvvvvrireiie et e e e e e e e e 68

2. Trends in sectoral [aboUr PrOAUCTIVITY ©..u.vviiiiiieieiees st e e e e e e e s raaeeeas 71

E. Decomposition of labour productivity Growth............coooiii e 72
1. Main sources of aggregate labour produCtivity GroWtN ........ooiiiiiiiiiee e 72

2. Sectoral contributions to labour productivity growth ..., 75

3. Divisia index decomposition of the employment-to-population ratio...........cccccvvvviiii 79

F. Structural transformation, economic growth and the MDGS ...........ccocciiiiiiiiiiiie e 80
1. Structural transformation and 8CONOMIC GrOWEN .......iiiiiiiiiicc e 80

2. Structural transformation and human developmENt ...........ooiiiiiiiiiii e 80

3. The interaction between structural transformation, economic growth and human development................ 83

G. SUMMANY @NA CONCIUSIONS ....eutitiiueeeeiitee et et e et e st e e e e e se e e e aae e e sse e e s se e e aabee e eaneeesnneeeanbeesanneesanneesanneenans 83
L0} (=PSSOSR 86
LT (=TT TSP 87

CHAPTER 5: Structural Transformation, Labour Productivity and Development Policies

in Selected non-LDC DeVveloping COUNTIIES ... 89

)N [ (oo [8 o7 i oo PP 90
B. Learning DY @XaAMIPIET ... ...co ittt e e e e e n e e s n e a e e e e r e e e ne e annee s 91
C. Structural transformation and labour productivity in selected COUNtries .........cccoeceeiiieiiiieeciee e 93
D O o1 USSP PRSP 95
1. Resource mobilization and fINANCING ... .cc.vviiii e 95

2. Economic diversification and iNAUSTHAl PONCY........eveeiiiiiiiee e 96

3. MaCIOECONOMIC PONCIES ...ttt ettt ettt e ettt e e e e e sttt e e e ettt e e e e e tbe e e e e e annaeeeeeas 97



CONTENTS vii

I O 3= T OO ORI PRPRPRRPROE 99
1. ReS0UrCe MOBINIZATION ......viiiiii i 99

2. Rural development, economic diversification and industrial POICY .........ccooiviiiiiiiiiiiie, 101

O\ F=Tel o =ToTo] ale ] a1 (ol 0o [o1 =S F PSPPSR 102

L 1Yo 41 PP 103
1. ResoUrce MOBINIZATION .......viiiiiiiii 103

2. Industrial policy and economicC AIVErSIfICAtION..........iiiiiiiiiiiii e 103

3. MaCIrOECONOMIC PONICIES .. vvttteetette s sttt e et bttt e et e e e e e e e e e bbbt et e e e e e e e e e e e e s et tbbbereeees 105
(V1= N =T o TP TP TP PSPPSR 105
1. Resource MOBIIZATION .......vviiiiiii 105

2. Rural development, economic diversification and industrial POICY ..........cccvviieiiiiiiiiiii e 106

3. MaCrOECONOIMIC PONCIES ...ttt ettt e 107

H. SUMMArY @nd CONCIUSIONS ... ..ciiiiiiiiieeeete ettt e et e et s e e s e e e e abe e e snn e e sane e e ebe e e enneeeanneeeanreennee 109
LI [0 =PSSOSR PPRRPPP 110
REFEIENCES ...ttt ettt e et e et e e se e e e ae e e e se e e e Re e e e Re e e e ne e e s Re e e e Re e e e ne e e ane e e areennne 111
CHAPTER 6: A Post-2015 Agenda for LDCs: Policies for Structural Transformation...........ccounneinennn. 115
N [0 I8 o o o U PP 116
B. A “POSE-2015 WO 2. ettt e e e e e et e e e e e et e e e e e eeas s e e e e e snbeeeeeesnseeaeeeansaeeeeeanreneeeeannnes 116
C. ReSOUICE MODINIZALION ......eiiiiiiiitee et s r e bt e s e e e e e n e s ne e e nesne e 117
1. The challenge of mobilizing private domestic INVESTMENT ... 118

2. Harnessing foreign direct investment for structural transformation .............ccoovviic, 118

3. TAPPING TE QIBSPOIA .viviiiiiiiiiee et ettt et e e e e e e e e bbbttt et et e e e e e eee e e s e et b b e e eeeees 119

4., MODIIIZING PUDIIC FTEVENUES ......cci ittt e e e e bttt et e e e e e e e e s e s e et bereeaees 120

5. Maximizing the development impact Of ODA ... ...iiiiiiii e 120

D. Industrial policy and economic diversifiCation ..............ueeeiiiiiiiiiiiie e 121
1. Industrial POliCY: WHY @NG NOW? ....ieiiiiiiii et e e e e e et e e e e e e e e e anraaaean 121

2. Targeting: “PiCKING POSSIDIES ...ttt e e e e e e e e e e s bbb 123

3. Institutions and POIICY INSTIUMENTS .......iiiiiiiii et 124

A TEONNOIOGY + et 128

5. RUFAI ABVEIOPDIMENT ...ttt et e e s 129

= \V/F= o (o T=TeTo g o Ta g1 o o o] [T = T USSR PPPRRPIN 134
F. International policies and the international development architecture .............cccoooeiiiiii e 135
1. ODA: QUANTitY @NA QUEITY ©.eveiiiiiiiie et e et e et e e e et e e e e et e e e e e eaee e 135

2. INTErNAtIONAl TINANCE ... .ttt e e e s 137

3. INEEIMATIONAI TFAAE ...t 138

4. Tackling climate change effectively and eqQuUItabIy ... 139
N0 1= PRSPPI 140



viii The Least Developed Countries Report 2014

EPILOGUE: International Support Measure: A Proposal — Female Rural Entrepreneurship for
Economic Diversification (FREED).........cccccoiieieess s ssssses s sssssssssssssssssssssssssssens 145

B. Promoting entrepreneurship among rural women in LDCS........ccviiiiiiiieieiie e 147
1IN 1= OO UPRURRP PR 149
LT 1= (T o7 TSP 149
Statistical Tables on the Least Developed COUNTIIES ... sssssssssssesssnns 151

Boxes

1. Recent trends in international commOdity PriCES .......coiiiiiiiiiiiie e e 8
2. MDG Metrics and the Interpretation of LDC Performance............cccccueieeeiciiiiee i i 21
3. Climate change, global carbon constraints and poverty eradication:

Implications for post-2015 deVEIOPMENT ........uuiiiiiiiiiiiii e e e e e e e e s e s s sssnnnrnes 53
4. Chinese policy reforms: Learning bY dOiNg........ccuuiiiiieiiiiee et e e e erae e e e e e snaeee e e sesnneeaean 92
5. RUral €leCHfICALION. ... et e e e e e e e e e e s 133

1. Current account balance of LDCS, 2000—2013......cciceiiiiiieieeeeeeeeiiiieieeeeeeeeeeeeeeeeesssssasaeaaeseaaeeeeeeeresnssnnnnnnnnns 5
2. Composition of merchandise trade Of LD CS. .....ouuuiiiiiaiiiee ettt e e nbe e e e e e sneeeeaeean 7
3. Private capital flows t0 LDCs, 2000—2012 .......uuiiiiiiieieeeieieeeeiiiere e eeee e e e e ee e e e sesnssnrsserreeeeeaeaeesesasssnsnssnnnns 11
4. Official capital flows 10 LDCS, 2000—2012 .......uuuiiiiiieieeeieieececiiete e eeeae s e e e e s sesnsssrsarereeeeaaeaeesesasssnnnsnnnns 1
5. FDI inflows into African LDCs by export specialization, 2013 ... e 15
6. Per cent of population living below the poverty line of $1.25 a day (PPP), 1990-2010 ........cccceevveereenennen. 23
7. Annual GDP growth in LDCs and ODCs, 1990—2013 ...ttt ssseees 24
8. Prevalence of undernourishment , 1990—20T12 .......coiiiuuiiiiiiiiiei e e e e e e e e e e e s e e e s saaaeseeraaaaeees 26
9. Net enrolment rates in primary sSchool, 1990—2012 .........oooii e 27
10. Ratio of female/male enrolment in primary education, 19902012 ..........cccciiieriiiiiiiee e 28
11. Under-five mortality rate@ 1990—2012 ....coi it e e e e e e e e s e e s ba s e e e e e e eeaeaeeeesanannn 29
12. Maternal mortality ratio, 1990—2010 ....iiiiiiiiiiirr e e e e e e e e e e e s rar e e e e e e eeaeaeeeeeanannn 30

TR EER, TTEREHHERI_ 40T

https://www.yunbaogao.cn/report/index/report?reportld=5 9626




