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Caught in a trap. Identifying the least developed countries (2009)
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Out of the trap. Supporting the least developed countries (2019)

" The meaning of the category has changed: poor countries facing severe
handicaps to sustainable development (not only economic growth)

" LDCs often associated to « poor and vulnerable countries », with a 
broader field of vulnerability, extended to climate change and state 
fragility, challenging the present criteria complementarity

" Increased focus on graduation, its pace and criteria, however not leading
to a 
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Out of the Trap:  content

I. Impact on growth and policy performance
- Economic growth, poverty reduction, and structural transformation in LDCs: The 
puzzle of the impact of category membership

- Policy performance: Is it weaker in the LDCs?

II. External assistance 
-
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" But growth resumption since the mid-90s, 
average rates higher than in other (all) DCs, after having been lower

" Whether when averages are weighted by the population or not

" But less when oil exporters are excluded

" And not when the comparators are limited to other countries (22) having
been LICs

" Less clear sustainable growth resumption when growth is adjusted for the 
impact of terms of trade
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Average annual economic growth rates in LDCs,                            
by four definitions, 1980–2015
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Evolution of GDP per capita growth, in least developed countries 
and other developing countries, 1980-2015
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Evolution in average annual per capita GDP growth and relative 
terms of trade in non-oil exporting LDCs, 1980–2015
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" Poverty reduction:
- lower in LDCs, but MDG 1 more difficult to achieve
- due to the higher initial level of poverty
- and to the higher income volatility,
both making the decrease of poverty lower in LDCs for a given growth of 
income

" Structural change:
- according to Ferdi retrospective series of HAI and EVI, lower progress in 
LDCs than in other developing
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" Usual policy and institutional indicators (CPIA, WGI…)
found weaker in LDCs than in other developing countries…
then policies suspected to be a source of their lower long term growth

" But clear econometric evidence that these indicators (the policies) are 
significantly determined by the structural features (handicaps) of  LDCs:
once eliminated the influence of GNIpc, HAI and EVI, the previous 
indicators no longer appear weaker in LDCs: « autonomous » policy not 
weaker 

" Moreover improvement of these indicators in the last decade in particular 
for the part not determined by structural factors, in absolute value and 
relatively to other developing countries
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" Not compulsory measures for donors , but a target of 0.15% (within
the 0.7%) adopted in 1981. What impact on ODA flows to LDCs?

" Levels: aid to GDP to higher in 
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" Diff-diff:  
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" The structural vulnerability (higher in LDCs) is indeed a factor of lower
growth, but also a factor of higher marginal aid effectiveness,

" It makes effectiveness higher in LDCs due to the stabilizing impact of aid, 
that dampens the effects of shocks (in particular export instability)

" Confirmed by the measurement of this impact at the country level,
and by the average impact of aid on the stability of the rate of growth

" Also supported by the examination of the factors determining the rate of 
success of WB projects (depending on export instability) (graph): Evidence 
of increasing returns of aid in LDCs instead of decreasing returns
elsewhere, supporting the « big push » view

" Same messagz at the macro level ‘(graph p.128)
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" Aid allocation: using LDCs identification criteria as allocation criteria.
Besides GNIpc, HAI and EVI are criteria relevant to make the allocation 
of aid between countries not only equitable, but also more effective
UNGA resolution on smooth transition endorsing the principle
Application by the EC                                                                                                     
Likely to increase aid flows towards LDCs,
and to sustain graduating but still vulnerable countries 

" Aid orientation: structural effectivenes to be looked for,
by using aid to enhance human capital
and to lower tructural vulnerability (competitive diversification, regional
integration)
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" Political support important to increase the share of ODA to LDCs coming
from multilateral

" But the share of Multilateral ODA going
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" SDT in WTO: How have LDCs been diiferentiated? From the « enabling
clause » to the « single undertaking »  leading to less specificity

" UR provisions:What more for LDCs? Adding provisions over time, a wide
range of provisions, often only « intentional »

" Access, use and effectiveness of SDT for 
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" Besides a critical examination (with CDP Secretariat) of what has been done, 
under the special and differential treatment, both for market access and 
beyond market access, assessment of trade outcomes: how are they impacted
by ISM?

" Decline in share of world trade,  reversed in the last decade, for goods
(0.5% in 1999 to 1% in 2010, and 1.3% in 2013) and for services (still at 0.8%)

CDP 
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1. Erosion of preferences

2.
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" Aid for trade both for expanding exports and for supporting competitive
diversification, by improvement in 
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" In 2018, only 16 out of 47 LDCs were still meeting the inclusion 
criteria, while they were 37 out of 50 in 2000

" It also means that 31 (out of 47) were no longer meeting the 
inclusion criteria without being graduated, while they were only
13 (out of 50) in 2000

" Simultaneously the number of LDCs meeting neither the 
inclusion nor the graduation criteria (called « discordant ») has 
been increasing to 23  out of 48  untill 2015 and is still 19 in 2018

" But the remaining gap among the LDCs seriously undermines the 
consistency of the category and may weaken the partners
commitment to support measures
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" The lack of consistency can be overcome by  revising the criteria to make
them reflecting more the present meaning and  rationale of the category

" Such a possible reform would be to merger the two indices of structural 
handicaps (with moderate substituability) in a SHI, what would reduce
the impact of criteria asymmetry

" It would also involve always taking into account vulnerability in the 
process of graduation, while possibly expanding the kind of (exogenous) 
vulnerability considered (vulnerability to climate change)

" More ambitious reform are also conceivable: a perfect consistency would
need to refer to a unique index of « least development » reflecting a low
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" Deep marginalisation in global governance

" LDCs not present at the G20, although strongly affected by its decisions: 
need of representation

" Marginal influence in BWI, although main clients: LDC voice to be
enhanced

" A priori stronger influence at WTO, but weak real power of  enforcement
when dipute settlements are favourable to LDCs (cotton)



Thank you for your attention
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At the UN, New York, 14 November 2019


