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• Graduation from LDC status should be seen as a milestone in a long-
term process toward sustainable development.

• Graduation is part of a longer process of structural transformation, 
founded upon the development of productive capacities. 

• Looking beyond graduation it essential to increasing LDCs’ ability to 
cope with their acute vulnerability to external risks and shocks. 

Graduation from LDC Status

LDC status LDC
Graduation

Sustainable 
long-term 

development



Graduation with momentum

Graduation 
=

The end of a process, based 
on progress toward particular 
criteria.

- GNI per capita
- Human Assets Index
- Economic Vulnerability 

Index

Graduation with Momentum 

**foundations needed to maintain
development beyond graduation

**requires focus on LT dev needs, 
rather than just the graduation criteria

HOW a country graduates is as 
important as WHEN it graduates



Constructing a sustainable development path – post graduation 
and beyond

Source: UNCTAD (2016). The Least Developed Countries Report 2016: 
The Path to Graduation and Beyond – Making the Most of the Process.



• The development of productive capacities 
can support structural economic 
transformation 

– Shifting labour and capital from less 
productive to more productive sectors and 
activities 

– Contributes to creating the jobs needed for 
the growing LDC population with higher 
levels of labour productivity and value 
addition, thus raising living standards

• The progressive sophistication of production (and 
export) structures lies at the core of successful 
development trajectories 

• This requires making full use of productive 
resources

• NOT all graduates will achieve graduation 
with momentum!!

Graduation with momentum – How? And Why is it Important?

Job 
creation

Capital 
investment

Innovation

Greater gender equality in access to 
education, employment opportunities 

and factors of production is an 
important aspect



• LDCs face 3 major vicious cycles
• Poverty Trap

– More than half of the population is living in 
extreme poverty

– Two-thirds of the population works in small-
holder agriculture

– Low levels of investment
– Low adoption of new technologies

• Commodity Trap 
– Most LDCs are commodity dependent
– In 38 out of 47 LDCs, commodities accounted for 

2/3 of total exports
• Balance of Payments Trap

– High current account deficits
– High levels of aid dependency
– High levels of debt

Vicious cycles

Poverty Trap

Commodity 
Trap

Balance of 
Payments 

Trap

The interdependence of three vicious 
cycles raise protracted risks for LDCs



Key challenges for achieving sustainable development

Source: UNCTAD (2016). The Least Developed Countries Report 2016: 
The Path to Graduation and Beyond – Making the Most of the Process.



• 18 of the 47 LDCs are classified as Middle income
• Challenge is to move from low and middle-income

group to high-income
• Increasing probability of falling back into a lower

category
• TO AVOID FALLING INTO THE TRAP

– Keep the momentum of structural transformation and 
establish a viable development trajectory as part of the 
graduation strategy and beyond

Middle income trap



• LDCs face a variety of important structural vulnerabilities: 
– Environmental,
– Economic, and 
– Geographical

• Vulnerabilities tend to hamper investment prospects and innovation potential, with 
consequences for LDC’s long-term growth prospects  

Structural Vulnerabilities in the LDCs

Source: UNCTAD (2016). The Least 
Developed Countries Report 2016: 
The Path to Graduation and Beyond 
– Making the Most of the Process.



• An LDC’s prospects for sustainable development after it has graduated 
are strongly influenced by the processes that lead it to graduation

Forging the Building Blocks for Sustainable Development

The Foundations of Post-Graduation Sustainable Development

Economic 
specialization

The degree of 
structural 

transformation

Policies and the 
enabling  

environment



• It is essential to determine the 
factors that may constrain a 
country’s growth and potential 

• AND identify potential products and 
sectors of specialization and 
comparative advantage

• Diversification towards 
manufactures or more sophisticated 
services can be supported by 
diffusing technological innovation 
into the wider economy

Economic Specialization to Support National Competitiveness

The Foundations of Post-Graduation 
Sustainable Development

Economic 
specialization



• Structural transformation marks the 
transition from a growth paradigm 
driven primarily by capital 
accumulation to one founded on a 
knowledge-based economy and 
growth of total factor productivity

• Structural transformation requires 
the shifting of production factors 
from low productivity sectors and 
economic activities to higher value-
added industries 

• Differences in the sectoral 
composition of employment and 
output have major implications for a 
country’s level of productivity

Structural Transformation toward Higher Value Added 
Activities and Industries

The Foundations of Post-Graduation 
Sustainable Development

The degree of 
structural 

transformation



• Country ownership remains 
essential to graduation with 
momentum

• Institutional capacity including 
through dissemination of 
information and technical 
knowledge, and the development 
of greater capacity among 
stakeholders at all levels is key

• Greater policy consistency, on the 
part both of LDCs and of their 
development partners, is also 
essential to ensure that progress is 
not undermined by external factors

Coherent Policies and a Supportive Enabling Environment

The Foundations of Post-Graduation 
Sustainable Development

Policies and the 
enabling environment



International support measures (ISMs) for development

• The need for ISMs is greatest at the early stages of development, when  the ability to 
compete in international markets is most limited

• The potential to exploit the benefits from ISM depdend on the level of prod cap
• Have ISMs been conducive to LDC graduation?

International Support 
Measures for LDCs

Development Finance

Infrastructure

Trade Preferences

Technology Transfers
and Innovation



External Financing
• A change in status is unlikely to have an impact on FDI or remittances
• ODA - bilateral, donors' perceptions are unlikely to be affected by graduation
• ODA - multilateral, eligibility for concessional financing is linked to GNI p.c.
• Funding linked to climate change adaptation will be lost (LDC Fund), for others

(eg Green Climate Fund), access depend on capacity to compete with ODC

Source: UNCTAD (2016). The Least Developed Countries Report 2016: The Path to Graduation and Beyond – Making the 
Most of the Process.



• Graduation implies the loss of preferential market
access under LDC-specific schemes and the 
concessions granted to LDCs under the GSTP

• BUT
– Graduating countries may benefit from bilateral, regional

and other preferential agreements
– The impact depends on the interplay between each

preferential scheme for LDCs (product coverage, 
exclusion list…) and LDCs' export pattern

– 14 out of 139 SDT provisions at WTO are LDC specific
 Own estimates of effects of loosing LDCs-specific

preferential treatment in G20 countries…

Trade preferences



• … leads to an overall reduction of 3-4% of total 
merchandise export revenues, i.e. 4.2$ billion/year

• Sectors most affected: agriculture, textiles, apparel
• Sectors least affected: energy, mining and wood

products

Trade preferences

% of total 
merchandise 

exports

% of total 
merchandise 
export to India 

Bhutan 1 89
Nepal 5 50
Vanuatu 17 0.01



• Support negotiating capacity of a graduating LDCs
in its negotiation with its trade partners

• Support graduating LDCs to design and implement
measures to counter the reduction in 
competitiveness arising from loss of preferential
market access

• Assist LDCs to take full advantage of their ISM, 
specifically of their trade preferences, pre and 
during a smooth transition to anticipate the needs
and challenges arising from graduation.

How can UNCTAD Help? Examples



Final considerations

There is a need for the international community to define a more 
systematic and “user-friendly” set of smooth transition procedures.

In planning a national graduation strategy, countries must look 
ahead to the post-graduation period and anticipate new and 
continued challenges.

It is important for countries to take account of the loss of access to 
LDC-specific support measures as a result of graduation itself.

LDC-specific support should be phased out in a gradual and 
predictable manner following graduation.

Countries should seek clarity from bilateral and multi-lateral donors 
regarding smooth transition procedures for ISMs, ODA, aid modalities and 
technical assistance.



Thank you


