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improvements in economic and social development. It is therefore not surprising that Asian LDCs have 

been the group of LDCs which has made the most progress towards graduation form the LDC status, if one 

leaves aside the case of SIDS, which tend to graduate more quickly, but while remaining highly vulnerable. 

Moreover, for the first time two countries have met the three LDC graduation criteria at the same time, 

and these have been Asian LDCs: Bangladesh and Myanmar. This reflects the broad-based progress 

brought about by virtuous structural transformation. 

In the group of African LDCs and Haiti, by contrast, the patterns of structural transformation were strongly 

influenced by the latest so-called commodity super-cycle. It rekindled investments in the primary sector 

while international prices spiked. Therefore, at the outbreak of the great global financial and economic 

crisis in 2008 the primary sector generated 45% of all economic activity in those countries. Since then it 

has receded due to the fall in commodity prices, but the primary sector still accounts for 37% of the 

group’s GDP. African LDCs and Haiti continue to be highly dependent on commodities, which account for 

a much as 90% of their merchandise exports, unchanged from 20 years ago. This leaves these countries 

very vulnerable to the vagaries and fluctuations of international commodity markets. Manufacturing 

accounts for just 8% of the group’s GDP, unchanged from 20 years ago, and the sector generates less than 

10% of the group’s merchandise exports.  

In many of these LDCs urbanization has proceeded unabated over the last 20 years. However, given the 

low level of industrial development, manufacturing has not been able to generate the jobs necessary to 

absorb the population migrating from rural areas to cities. Therefore, the new urban dwellers have often 

taken refuge in the informal service sector (e.g. street retail trade, catering, personal services, etc.). While 

here labour productivity is slightly higher than in agriculture, it is well below that of manufacturing, as 

show in UNCTAD’s LDC Report 2014: Growth with structural transformation. This pattern of structural 

transformation has meant that African LDCs and Haiti have generally not been able to generate the 

quantity and quality of jobs required to strongly reduce poverty. Therefor, poverty reduction has been 

slow and followed a path which is not compatible with its eradication by 2030, foreseen by SDG 1. Similarly, 

progress towards other development goals has typically been slower in African LDCs and Haiti. 

Island LDCs have undergone a type of structural transformation that puts them closer to African LDCs than 

to Asian ones. Agriculture, fishing and mining contribute almost half o their combined GDP, a higher share 

than 20 years ago. Commodities account for over 90% of merchandise exports, a share similar to that of 

African LDCs. Surprisingly, the services sector accounts for the lowest share of GDP among LDC groups: 

43%, as compared with 46% in African LDCs and Haiti and 52% in Asian LDCs.  

The contrasting trajectories of structural transformation among LDC groups is reflected in the level of 

diversification of their merchandise exports. 20 years ago, Asian and African LDCs had equivalent levels of 

export diversification. Since then the former have diversified to reach a level of 73 the Export 

Diversification Index, which goes from 0 to 100. At the same time, African LDCs and Haiti have seen their 
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Given the contrasting rhythm and direction of structural transformation I have just outlined, the question 

is what are the strategies and policies which LDCs and their development partners should put in place. 

These should have to goals: first, orient structural transformation in the socially and economically 

desirable direction and, second, accelerate progress towards development goals.  

UNCTAD’s LDC Report 2014 singles out the following priority action areas. 

First, resource mobilization requires a strategic and selective approach to domestic investment and 

foreign direct investment (FDI). Domestic investment has the advantages of having stronger backward 

and forward linkages, generating more jobs per investment expenditure and having greater reinvested 

profits. FDI has an important role to play especially where access to foreign markets and technologies is 

important. At the same time, the development impact of official development assistance (ODA




