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Who are the LDCs?  

Today there are 48 LDCs, representing 13% of the world’s 
population and an estimated 35% of the world’s extreme poor.1 
Despite rising income levels in many LDCs, the incidence of extreme 
poverty in these countries is still very high. On average, nearly half 
of the population in LDCs live in extreme poverty, compared to 14% 
in other developing countries. More than two-thirds of LDCs are 
located in Sub-Saharan Africa (34), while the remaining countries 
are spread over Asia (9), Oceania (4) and Central America (1).  

There are three criteria for being classified as an LDC:  low per 
capita gross national income (GNI), low level of human capital and 
high structural vulnerability to exogenous economic and 
environmental shocks. 

 Brief history of the LDC category 
The initiative to establish a country 
category of the least developed 
countries (LDCs) was first advocated 
for at the initial UN Conference on 
Trade and Development in 1964:  the 
proposal was adopted at the second 
conference in 1968, followed by 
formal UN endorsement of the LDC 
category in 1971. The original list 
included 25 countries

2
; over the past 

40 years many countries have since 
been added to the LDC category while 
only four countries have graduated.
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LDCs are heavily dependent on aid      Composition of external finance in LDCs and other countries  

While the growth in private finance 
has reduced the relative importance 
of aid in many countries, the capacity 
of LDCs to attract flows beyond aid 
remains limited. For these countries, 
concessional finance continues to 
represent the bulk of external 
financial resources, accounting for 
72% of total external finance supplied 
by OECD economies in 2013. By 
contrast, in other countries, 
concessional finance represents only 
11% of total external finance.  

            
                 Source: OECD DAC statistics and World Bank data on remittances 

                                                           
1 Extreme poverty is here defined as the proportion of people living on less than USD 1.25 per day 
2 The original list was based on three criteria (per capita GDP of $100 or less, share of manufacturing in total GDP of 10 per cent or less; adult literacy rate of 
20 per cent or less) and included the following countries: Afghanistan, Benin, Bhutan, Botswana, Burundi, Chad, Ethiopia, Guinea, Haiti, the Lao People's 
Democratic Republic, Lesotho, Malawi, Maldives, Mali, Nepal, Niger, Rwanda, Samoa, Sikkim (now part of India), Somalia, Sudan, Uganda, United Republic of 
Tanzania, Upper Volta (now Burkina Faso) and the Yemen Arab Republic.  
3 The graduating countries are: Botswana (1994), Cape Verde (2007), Maldives (2011) and Samoa (2014). Equatorial Guinea and Vanuatu are currently in the 
process of graduation and Angola was recommended for graduation at the triennial review in 2015. 

Since the creation of the group of least developed countries over 40 years ago, these countries have received 

special and differentiated treatment in support of economic growth and escaping the poverty trap. 

Nevertheless, these efforts have fallen short of fostering inclusive development as only a handful of countries 

have managed to progress beyond LDC status.  In the forthcoming era of the Sustainable Development Goals 

(SDGs), effective empowerment and enhanced economic and social opportunities will require continued 

strong support to the nearly one billion people living in LDCs to ensure no one is left behind.  

 

 



 

 

Global aid remains high but the share to LDCs is falling  

Official development assistance (ODA) increased steadily from the end of the 1990s up to 2010. Despite the 
lingering recession in several countries which has triggered cutbacks in their aid budgets, global aid rose to reach 
an all-time high in 2013. In 2014, aid from OECD Development Assistance Committee (DAC) countries totalled USD 
135.2 billion, a slight decline of 0.5% in real terms from 2013. 

While the increase in aid to LDCs surpassed the overall increase in global aid up to 2010, this trend has begun to 
reverse. Recent figures indicate an estimated overall decline in aid to LDCs – from USD 46 billion in 2010 to 38 
billion in 2014. The drop is mainly due to decreases in bilateral aid, in part because of overall budget pressures in a 
few OECD DAC countries and changed priorities in OECD DAC countries’ overall aid allocations. In 2013, ODA to 
LDCs represented 0.10% of OECD DAC countries’ combined GNI, well below the UN target of providing at least 
0.15% of their GNI as ODA to LDCs.4  

Global net ODA and net ODA to LDCs    Trend in net ODA (indexed, year 2000 = 100) 

(a) 
2014 preliminary estimates 

Source: OECD DAC statistics 

The LDCs show very different patterns in terms of aid flows and the extent to which provider countries consider 
them a focus, or priority, country. For example, while Afghanistan, Ethiopia and Mozambique are a priority to 14 
or more OECD DAC members, a number of LDCs only enjoy priority status with one or two OECD DAC members, 
e.g. Guinea-Bissau, Madagascar, and Togo. A few of these countries have also been identified as aid orphans by 
the OECD.5  

Climate-change related development finance for LDCs is rising 

The share of ODA targeting climate change interventions in LDCs has been rising in recent years. It doubled, from 

accounting for 5% of total bilateral ODA in 2008-2010 until reaching  11% in 2011 to 2013.  This rise is partly 

explained by the sharp increase in the volume of commitments made in 2013. The share of activities marked as 

principal, implying that the activity was designed targeting climate change as the main objective, has also risen 

from 9% in 2002-2004 to 38% in 2011-2013. This reflects an increase in dedicated resources to climate change in 

these countries to build resilience to climate change and achieve low-carbon growth.  

In 2013, climate-related development finance committed to LDCs reached USD 9 billion (including bilateral ODA 

and multilateral concessional and non-concessional outflows). Bilateral sources represent the largest share of the 

total with 63%. The resources supporting climate change activities in LDCs have been increasing since 2010, from 

USD 2.5 billion committed in 2010 to USD 5.7 billion in 2013, where adaptation accounts for the largest share. 

Multilateral resources show a predominance of support to mitigation. 

                                                           
4 9 OECD DAC members reached the UN target in 2013. These were: Belgium (0.17%), Denmark (0.28%), Finland (0.20%), Ireland (0.24%), Luxembourg 
(0.40%), Netherlands (0.18%), Norway (0.30%), Sweden (0.33%) and the United Kingdom (0.25%).  
5 OECD Development Brief: Where do we stand on the Aid Orphans?, available at: http://www.oecd.org/dac/aid-
architecture/Aid%20Orphans%20Development%20Brief.pdf  

http://www.oecd.org/dac/aid-architecture/Aid%20Orphans%20Development%20Brief.pdf
http://www.oecd.org/dac/aid-architecture/Aid%20Orphans%20Development%20Brief.pdf


 

The growth in climate-related development finance has been driven by a continued increase in adaptation-related 

development finance (only tracked since 2010), but also by a tripling of bilateral development finance targeting 

climate change mitigation in 2013, compared with the previous year. This increase was due to large volume of 

loans and grants in the energy sector to support mitigation activities in Afghanistan, Bangladesh, Malawi and 

Myanmar.   

Trends in climate-related bilateral ODA to LDCs, 3-year annual averages 
2002-13, bilateral commitments, USD million, constant 2013 prices 

 
Notes: The chart above presents a trend based on averages over three years, so as to smooth fluctuations from large multi-year projects programmed and 

committed in a given year, such as observed in 2010. For both graphs, reporting on the mitigation marker became mandatory in 2007, and the adaptation 

marker was introduced only in 2010, and data on total climate-related ODA for earlier years mainly relates to mitigation and is therefore under-estimated. 

Source: OECD DAC statistics (2015) 

 

Bilateral ODA and multilateral outflows: ODA and OOF to LDCs for Mitigation and Adaptation 
2010-13, commitments, USD billion, constant 2013 prices 

 

Source: OECD DAC statistics (2015) 
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Positive outlook 

In December 2014, OECD DAC members agreed to reverse the declining trend of ODA to LDCs and reached a 
historic agreement to modernise reporting practices regarding ODA loans, creating incentives for providing more 
highly concessional loans to LDCs. The OECD DAC will monitor ODA flows to track progress in reversing the decline 
in ODA.  Members will hold one another to account individually through the OECD peer review process, and 
additionally on a collective basis on the occasion of the annual Senior Level Meeting. 

The 2015 Survey on Forward Spending Plans also indicates that country-level aid to LDCs should recover over the 
next few years after several years of declines, in line with the OECD DAC pledge. Two-thirds of the LDCs are 
expected to see increases in aid over the medium-term.6  

Providing resources to those with the greatest needs is crucial for giving LDCs the means to generate sustainable 
and inclusive growth and effectively tackle the forthcoming SDG agenda. Providers of development co-operation 
are playing a critical and active role in supporting these countries to address the many challenges they face, and 
can make a decisive difference in enabling further graduation from the LDC category in the years to come.   

 

How is the OECD DAC gearing up to address LDCs 
financing challenges? 

In December 2014, OECD DAC members reached historic 
agreements to i) modernise the way ODA concessionality is 
assessed and ii) allocate more of total ODA to developing 
countries that are “most in need”.  A focused work programme 
and monitoring effort will be undertaken to fulfil these important 
political agreements, including as regards LDCs.    The implications 
for LDC financing challenges include: 

 The modernised concessionality criteria will create 
incentives for OECD DAC members to provide more and 
cheaper ODA to the poorest and most vulnerable countries;  

 The OECD DAC will monitor ODA flows to LDCs, particularly those most in need.   

 To address the growing debt burdens of LDCs, members will ensure lending policies comply with the agreed 
IMF/World Bank debt sustainability framework; 

 Analytical work will be undertaken to better understand OECD DAC member practices and policies toward 
financing for LDCs including i) analysing ODA flows to identify trends and gaps, ii) assessing aid allocation 
processes, the use of innovative and risk financing approaches and the impact of “graduation” to higher 
income groupings vis-à-vis access to development finance, and iii) evaluating how different innovative 
financial instruments can most effectively combine and deliver resources for sustainable development.  

 

                                                           
6 For more information about the survey and data on providers’ latest spending plans, see www.oecd.org/dac/aidoutlook 

Key LDC financing challenges, including as 

related to climate finance 

 High dependency on ODA  

 Attracting and deploying private 
capital 

 Capacity to access climate finance 

 Limited access to debt and 
international capital markets 

http://www.oecd.org/dac/aidoutlook

