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AGENDA 
 

9:00-9:30 PRESS CONFERENCE (Media Only) 

 Launch of the 2014 OECD Perspective on Global Development:  

Boosting Productivity to Meet the Middle-Income Challenge 

  

8:30-9:30 REGISTRATION AND WELCOME COFFEE 

9:30-10:00 OPENING SESSION 

Welcoming 
remarks 

Angel Gurría, Secretary-General, OECD 

Keynote address Annick Girardin, Secretary of State for Development and Francophonie, France 

10:00-12:00 SESSION 1: INNOVATION TO OVERCOME THE MIDDLE-INCOME CHALLENGE:  
PRESENTATION OF THE 2014 OECD PERSPECTIVES ON GLOBAL DEVELOPMENT: Boosting 
Productivity to Meet the Middle-Income Challenge 

 

The poor prospects for a number of middle-income economies to converge with average 
OECD income levels raise the question whether these countries are in the so-called 
“middle-income trap”. While it is natural for growth to slow as economies mature, in many 
instances this slowdown has become severe enough to prevent continued development. 
The middle-income trap is characterised by a slowdown in growth due to difficulties of 
moving from a factor accumulation-based to an innovation-based growth path. On the 
other hand, the strong performance of several lower-income developing countries in Africa 
and Asia is a source of optimism. Examples exist, however, of countries that have stalled or 
regressed after an initial promising growth spell. 

The central issue to address is then how can countries avoid growth decelerations or 
falling into low-growth traps. How can countries that are today “emerging” and moving up 
the income ladder maintain such promising trajectories? The answer will vary according to 
a broad range of country specific characteristics, but some similarities may emerge. 

Proposed questions: 
• What is the evidence on growth decelerations and the middle-income trap? 
• What approaches and policies, including innovation, can help maintaining a converging 

growth trajectory and avoiding low-growth traps? 
• Have developing countries the appropriate innovation strategies in place? 
• Are the prevailing diagnostic tools appropriate to identify the binding structural 

bottlenecks to development? Is a new analytical and policy toolkit necessary? Should 
policy prescriptions based on those tools be revised? 

Introduction Hans-Juergen Heimsoeth, Ambassador, Permanent Representative of Germany to the 
OECD, and Chair of the OECD Development Centre 

Presentation of 
the report 

Carl Dahlman, Head of Global Development Research, Development Centre, OECD 

Speakers - Isher Judge Ahluwalia, Chairperson, Board of Governors, the Indian Council for Research 
on International Economic Relations (ICRIER), India 
- Amadou Ba, Minister of Economy and Finance, Senegal 
- Mario Cimoli, Director, Division of Production, Productivity and Management, United 
Nations Economic Commission for Latin America and the Caribbean (UN-ECLAC) 

Moderator Mario Pezzini, Director, Development Centre, OECD 



  

12:00-12:15 Presentation of the Commitment To Development Index:  
Owen Barder, Senior Fellow & Director for Europe, Center for Global Development 

  

12:15-14:00 BUFFET LUNCH 

  

14:00-15:30 SESSION 2: 
INNOVATIVE APPROACHES TO SUPPORT MORE INCLUSIVE GROWTH  

 International cooperation has played an important role in tackling structural impediments 
to growth, supporting the development of productive capacities, the creation of 
productive employment and the integration of developing countries in the world economy. 
New actors and approaches have emerged, and there is increasing recognition of the 
importance of partnerships and of the catalytic role of development finance to achieve the 
common goal of more inclusive growth. All stakeholders, including partner counties, 
development cooperation agencies and the private sector are adapting approaches to the 
evolving development co-operation landscape. New modes of working together going 
beyond traditional north-south approaches are now in play. Broader and more inclusive 
policy dialogues around partner county owned policy frameworks and results based 
management are changing the ways that stakeholders interact. There is greater attention 
to what public-private cooperation can deliver and to make the most of ODA within a 
growing pool of financial resources for development. 

Some issues to be addressed include: How can public-private co-operation support the 
contribution that innovation can make to more inclusive and sustainable growth?  How can 
stakeholders better support developing country firms to engage in regional and global 
investment and trade and meet the challenges and opportunities arising from the 
increasing fragmentation of the production process into global value chains?  How can we 
increase the take up of existing R&D in agriculture to foster long term food security?  And 
how can we connect up the diverse strands, complementarities and trade-offs in areas 
such as science, education, private sector development, trade, agriculture, etc.? 

Proposed questions 
• What innovative approaches are now available to stimulate the indigenous private 

sector and help suppliers connect up with value chains?  
• How is the private sector supporting these objectives and what does it need to 

strengthen its contribution to employment and inclusive growth? 
• If growth is to be truly inclusive, what are we doing to tackle youth unemployment? 
• Should donors support private sector investment in developing countries, and if so, 

how? 
• How can we better connect up and implement the aid and ‘beyond aid’ policies that 

affect the lives of poor people in poor countries? 

Introduction Erik Solheim, Chair, OECD Development Assistance Committee 

Speakers - Dorothy Ng'ambi Tembo, Deputy Executive Director, International Trade Centre 
- Frank Matsaert, Chief Executive Officer, TradeMarkEastAfrica 
- Christiane Bögemann-Hagedorn, Deputy Director General, Federal Ministry for 
Economic Cooperation and Development (BMZ), Germany 
- Owen Barder, Senior Fellow & Director for Europe, Center for Global Development 

Moderator Shada Islam, Director of Policy, Friends of Europe 

  



15:30-17:00 SESSION 3:  
INNOVATION POLICIES FOR INCLUSIVE DEVELOPMENT 

 There is a growing awareness that the benefits of growth do not automatically trickle 
down and the question of how policies – including innovation policies – can support 
inclusive development has become more pressing.  

Innovation – which fosters competitiveness, productivity, and job creation – is central to 
boosting economic growth and addressing social challenges. But more needs to be done to 
better understand how innovation can contribute to inclusive development.  So far, 
innovation policies have been analysed essentially with regards to their impact on the 
growth of aggregate income. However, their impacts are unlikely to be “neutral” as they 
may affect individuals and groups in society to different extents (“social inclusiveness”). All 
businesses are not on an equal footing regarding innovation capacities and access to the 
corresponding benefits (“industrial inclusiveness”). Moreover, policies aimed at promoting 
innovation affect the geographic dimensions of industrial and social inequalities and 
underpin inequalities between urban and rural (“territorial inclusiveness”). As a result, it is 
important to consider the social, industrial and territorial implications of innovation 
policies as well.  Inclusiveness also relates to the democratisation of innovation, i.e. the 
expansion of the circle of individuals and firms that successfully engage in innovation.  

Proposed questions: 
• How can innovation policies support developing countries’ quest for competitiveness 

without compromising industrial, social and territorial inclusiveness?  
• How can inclusive innovation initiatives be expanded to improve welfare and facilitate 

the democratisation of innovation? What policies can help the knowledge and benefits 
generated by “islands of excellence” trickle down to the rest of society? 

• What are some concrete policy solutions to support countries in reconciling their 
innovation and inclusive development agendas? What are the major trade-offs that 
may be encountered and what tools can help policymakers find the best solution for 
their particular context? What are some examples of successful institutional 
arrangements that can make this “win-win” approach happen  

Speakers - Ramesh Mashelkar, Chairman of the National Innovation Foundation of India, President 
of the Global Research Alliance, India 
- Benyamin Lakitan, Senior Advisor, Ministry of Research and Technology, Republic of 
Indonesia 
- Yu Shi, Senior Economist and Deputy Coordinator, Ministry of Science and Technology, 
China 
- Subathirai Sivakumaran, Team Lead for Impact Measurement, Knowledge and Capacity 
Building, Business Call to Action, UNDP 

Moderator Dirk Pilat, Deputy Director, Directorate for Science, Technology and Industry, OECD 

17:00-17:30 CONCLUSIONS AND WRAP-UP 

 - Jon Lomøy, Director, Development Co-operation Directorate, OECD 

- Mario Pezzini, Director, Development Centre, OECD 

17:30 END OF THE FORUM 

 
  



ISSUES FOR DISCUSSION 

Policy makers and experts from OECD, emerging and developing economies will look at the role of innovation 
in development from several points of view:  

1. What is the potential for innovation policies and systems to unleash new sources of growth and 
overcome structural bottlenecks to development? What strategies and policies work best to 
support innovation and productivity growth? 

2. What innovative approaches and partnerships can support developing country efforts to achieve 
more inclusive development? What is the role of providers of development cooperation, South-
South partners and the private sector? 

3. What kind of innovation can best deliver inclusive development and reach the poor? 
 
 

CONTEXT 

The process of shifting wealth, with the emergence of new growth engines and the recalibration of the world 
economy from North-West to South-East, has been a defining feature of the last twenty years. Non-OECD 
countries’ share in global GDP in PPP terms has been rising at a fast pace, particularly over the last decade. 
Based on the new purchasing power parity series released in April 2014, the non-OECD countries overtook the 
share of OECD countries in 2010. The shift is in large part due to the growth in the BRIICS, in particular China.  

Such process has contributed to accelerating growth in several developing countries, it has opened new fiscal 
spaces and when matched with targeted strategies and policies it has contributed to lift many people out of 
extreme poverty. Many countries have been affected, either directly through exports of resources, capital 
goods and components, or indirectly through price effects and changing patterns in revealed comparative 
advantages. However, not all countries and territories have equally benefitted from shifting wealth and, even 
for many middle-income countries that do, average economic growth over the period 2000-2012 was not 
sufficient for income convergence with the OECD by 2050 – if growth were to continue at the same pace.  

The 2013 edition of the Global Forum on Development (GFD) showed that strong growth has lifted millions of 
people out of poverty, but major challenges remains to reduce vulnerability, enhance resilience and promote 
social cohesion. Inclusive growth is now a major OECD preoccupation and features prominently in the post-
2015 debate, but it has long been an issue for developing countries where the contributions of economic 
growth to poverty reduction have often been less than hoped for. What is needed to make growth more 
inclusive and sustainable will vary depending on the country context.  Countries with more established and 
diversified production structures and higher per-capita incomes, for example, may be more focused on further 
diversifying the sources of growth and moving up the value chain and they may thus prioritise issues such as 
skills upgrading, innovation and, more broadly, competitiveness policies. Countries at lower levels of 
development and with less advanced production structures and institutional capacities may be more focused 
on achieving broad-based growth, and prioritise issues such as institutional development, private sector 
development, infrastructure and employment.  All are nonetheless concerned with achieving a more inclusive 
and sustainable economic growth process and the contribution of innovation in meeting the objective of 
“getting to zero” by 2030. 

The growth trajectory of emerging economies (including the BRIICS and middle-income countries more 
generally) is important for global development and the eradication of poverty. First, since a large number of 
the world’s poor and vulnerable people live in these countries, their pace and pattern of growth can make a 
direct, significant dent on poverty. Second, large spillover effects on other developing countries are at work, 
due to increasing South-South linkages. Finally, although low-income countries still have large potential for 
catching up through better allocation of their factors of production, they can benefit from the experience and 
lessons learned by middle-income countries in dealing with lagging productivity growth to avoid protracted 
growth slow-downs and the so-called “middle-income trap”. 

If the traditional sources of growth run out of steam, new drivers of growth will need to emerge if the catching-
up and convergence processes are to be sustained. Boosting competitiveness and structural transformation, 
while ensuring a sustainable use of a country’s natural resources, becomes then critical to tapping these new 
sources of productivity gains, for which, among others, is required: (i) a change in the prevailing specialisation 
and trade pattern, oriented towards increasing diversity and specialisation in the production structure and the 



strengthening of entrepreneurial opportunities; (ii) a system for producing labour skills in line with the needs of 
the production sector and capable of matching the evolving demand of more sophisticated competences 
required for the production of diversified and higher value-added products and services; (iii) an effective 
infrastructure investment and planning to build the necessary domestic and foreign linkages; and (iv) new 
forms of innovation policies switching to inclusive innovation and addressing the needs of the poor and 
delivering quality goods and services at a low cost with the purpose of helping the excluded access  the 
benefits. The development of effective institutions and governance systems, endowed with adequate 
implementation capacities, is paramount to achieve all these objectives. 

 
 

TOPIC 

Against this background, the Global Forum for Development 2014 aims at assessing the contribution of 
innovation in tackling structural development challenges, and lagging productivity in particular, as a means to 
achieve more sustained and inclusive growth. Innovation, in its various facets, will be the common thread 
running through the Forum.  

The topic is particularly timely in the framework of the Post-2015 debate and the identification of the 
Sustainable Development Goals (SDGs). The Co-Chairs of the UN General Assembly Open Working Group 
(OWG) on Sustainable Development Goals (SDGs) have assembled a non-exhaustive list of 19 “Focus Areas” for 
consideration by Member States as they seek to identify SDGs and accompanying targets. The pursuit of 
sustained and inclusive growth has emerged as one of the focus areas. Closely related to this area, the OWG 
points to structural transformation through industrialization as a key driver of growth in productivity, 
employment creation and improvement of living standards, fostering economic diversification and 
technological upgrading. 

The other seven focus areas, in addition to “economic growth” and “industrialisation”, are: poverty eradication; 
food security and nutrition; health and population dynamics; education; gender equality and women's 
empowerment; water and sanitation; energy; infrastructure; employment and decent work for all; promoting 
equality; sustainable cities and human settlements; sustainable consumption and production; climate; marine 
resources, oceans and seas; ecosystems and biodiversity; means of implementation; and peaceful and non-
violent societies, capable institutions.  

These issues cut across many areas of OECD work on development and show a need for a more effective 
dialogue among all development stakeholders – with this Global Forum providing such a venue for sharing 
knowledge and lessons about how to transfer experiences. 

 
 
BACKGROUND: A 3-YEAR CYCLE ON “PREPARING FOR POST-2015” 
 

2013-2015 OECD GLOBAL FORUM ON DEVELOPMENT 

• 2013 (Year 1) “Innovative Approaches to Poverty Reduction, Social Cohesion and Well-Being” 
• 2014 (year 2)  “Innovating for Development: Rethinking Structural Challenges to Development” 
• 2015 (year 3) “The Financing challenge: Investment and Taxation in a Post-2015 Context” 

 

The follow-up framework to the Millennium Development Goals (MDGs), which is being launched in 2016, will 
be the overarching umbrella for international development dialogue over the next several years. The United 
Nations are leading the consultation process on the follow-up to the MDGs that will contribute to shaping the 
post-2015 framework.  

The OECD has been asked by its Ministers to step up its contribution to development, including to the post-
2015 framework. The Strategy on Development [C/MIN(2012)6] is intended to “allow for a more 
comprehensive OECD contribution and increased relevance, value added and impact in major international 
processes”. 

 



 

 

In this context, the 2013-15 Global Forum on Development provide an excellent opportunity to present and 
discuss the contributions of OECD to the evolving international development agenda and to fine-tune the 
strategic key messages that it may provide in the context of the post-2015 discussions. This forum is also a 
unique “listening device” for the Organisation as it implements the Strategy on Development. This three-year 
series of fora analyse some of the pivotal development dimensions in the evolving global context, while 
proposing new thinking to inform policies and suggest innovative ways to operationalise them. It also highlights 
the contributory roles OECD could play on specific MDG issues.  

This series of Global Fora provides a platform for discussing innovative thinking on 1) how poverty and social 
cohesion should be defined and measured, and 2) what promising innovative approaches to tackle it might look 
like. The “unfolding” of poverty patterns and approaches to address development differently is clustered 
around the social (2013), structural (2014), and financial (2015) dimensions. 

 
 
 
 
 
 
 
 

ABOUT THE OECD GLOBAL FORUM ON DEVELOPMENT 
 
Every year the OECD Global Forum on Development gathers about 400 representatives of governments from 
OECD and non-OECD member countries, private sector, academia, foundations and OECD experts. 
 
The general objectives of this forum are to help: 

- Advance understanding of global development issues and improve the quality and development 
impact of OECD products; 

- Enable participants to follow key policy issues of current and emerging global relevance, and 
contribute to policy progress and consensus with non-members;  

- Enhance OECD-wide coherence on development- related work, promoting horizontal and 
multidisciplinary approaches. 

WEBSITE: 

www.oecd.org/site/oecdgfd 

CONTACT: 

OECD.gfd@oecd.org 

 
 
The 2014 edition is organised by the OECD Development Centre (DEV) and Development Co-operation 
Directorate (DCD) in co-operation with the Science and Technology Directorate (STI). 
 



BIOGRAPHIES OF THE SPEAKERS 
Names sorted in accordance with the agenda 

 
 
 

Angel Gurría, Secretary-General, OECD 

 

Angel Gurría came to the OECD following a distinguished career in public service, 
including two ministerial posts. As Mexico’s Minister of Foreign Affairs from 1994 to 
1998, he made dialogue and consensus-building one of the hallmarks of his 
approach to global issues. He then served as Mexico’s Minister of Finance and 
Public Credit from 1998 to 2000. He steered Mexico’s economy through a change of 
Administration without a recurrence of the financial crises that had previously 
dogged such changes. As OECD Secretary-General, since June 2006, he has 
reinforced the OECD's role as a “hub” for global dialogue and debate on economic 
policy issues while pursuing internal modernisation and reform. Under his 
leadership, OECD has expanded its membership to include Chile, Estonia, Israel and 
Slovenia and opened accession talks with Russia. It has also strengthened links with 
other major emerging economies. The OECD is now an active participant in both the 
G-8 and the G-20 Summit processes. 

Annick Girardin, Minister of State for Development and Francophony, Ministry of Foreign Affairs and 
International Development, France 

 

Annick Girardin has been Minister of State for Development and Francophony of the 
French Ministry of Foreign Affairs and International Development since April 2014. 
In addition to her position at the French Ministry of Foreign Affairs and International 
Development, she has been Representative of the first district of Saint-Pierre-et-
Miquelon since 2007; Member of the Territorial Council of Saint-Pierre-et-Miquelon 
since 2000 and Vice-president of the French section of the Parliamentary Assembly 
of the Francophony. 

Hans-Jürgen Heimsoeth, Ambassador, Permanent Representative of Germany to the OECD, and Chair of 
the OECD Development Centre 

 

Ambassador Hans-Jürgen Heimsoeth took up his duties as Permanent 
Representative of Germany to the OECD in July 2012. He started his diplomatic 
career in the German Foreign Office in 1981 and held various posts in Bonn 
(Germany), Moscow (Soviet Union), Mogadishu (Somalia), Brasilia (Brazil) and 
Warsaw (Poland). From 1989 to 1994, he served as Private Secretary to the Federal 
President, Richard von Weizsäcker. Mr. Heimsoeth was appointed Ambassador and 
Commissioner for the Baltic Sea Region at the Federal Foreign Office in 2000 and 
chaired the Committee of Senior Officials (CSO) of the Council of the Baltic Sea 
States (CBSS) until 2001. After 2001, he headed several divisions at the Federal 
Foreign Office in Berlin dealing with Central Eastern Europe, the Baltic States and 
some Nordic States, the Benelux, as well as German Transborder Cooperation. From 
2005-2008, Mr. Heimsoeth was Consul-General in New York (United States). From 
2008 until his nomination as Permanent Representative of Germany to the OECD, 
Mr. Heimsoeth was Ambassador Extraordinary and Plenipotentiary in Kiev 
(Ukraine). After graduating from 1976 to 1977 several examinations of the 
University of Freibourg (Germany), in history, philosophy and German language, he 
received a degree in political science from the Institut d’Études Politiques (IEP) in 
Paris in 1979, and a Ph.D. in history in 1987. 

  



 

 

 

Carl Dahlman, Head of Global Development Research, OECD Development Centre 

 

Carl Dahlman is Head of the Thematic Division and Head of Global Development 
Research at the OECD Development Centre. He is charge of the annual publication 
Perspectives on Global Development, and responsible for ensuring the quality of the 
other research products of the Division. He collaborates in the formulation of the 
Centre’s policy messages and the management of dialogue processes with a view to 
maximizing the OECD policy impact and value added. He joined the OECD in 
September 2013 from Georgetown University where he was Associate Professor in 
the School of Foreign Service from 2005 to 2013. Prior to that, he spent 25 years at 
the World Bank in various research, policy, and managerial positions including as 
the Bank’s Resident Representative in Mexico (1994-1997), Staff Director of the 
1998-1999 World Development Report - Knowledge for Development, and Senior 
Advisor at the World Bank Institute (1999-2004). 

Isher Judge Ahluwalia, Chairperson, Board of Governors, the Indian Council for Research on International 
Economic Relations (ICRIER), India 

 

Isher Judge Ahluwalia is Chairperson of the Indian Council for Research on 
International Economic Relations (ICRIER), where she also leads the Research and 
Capacity Building Program on Urbanisation in India. Besides being on the Boards of 
a number of Research Institutes in India, she is also an independent Director on the 
Board of SAIL (Steel Authority of India) and member of the National Manufacturing 
Competitiveness Council. Awarded Padma Bhushan by the President of India in 
2009 for her service in the fields of education and literature, Ms. Ahluwalia was 
Chairperson of the High Powered Expert Committee on Urban Infrastructure and 
Services from 2008 to 2011 and before this, she was member of the Eminent 
Persons Group of the Asian Development Bank from 2006 to 2007, which submitted 
its report “Towards a New Asian Development Bank in a New Asia” to the President 
of the Asian Development Bank in 2007. 

Amadou Ba, Minister of Economy and Finance, Senegal 

 

Amadou Ba is the current Minister of Economy and Finance of Senegal. As the Head 
of this institution, Mr. Ba has actively participated in the elaboration of the Plan 
Emerging Senegal, an ambitious programme for the development of the economy 
that is currently implemented. Before joining the Ministry of Economy and Finance 
in September 2013, he held the position of Director General of Taxes and Domains 
for seven years where he conducted important reforms. Some of his most 
important achievements are the fiscal reform that led to the adoption of a new 
General Code for Taxes; the evaluation of the 2008 and 2009 fiscal expenses; the 
development and implementation of the Development Plan of the Fiscal 
Administration (PDSAF 2008-2012), and the signing of the first performance 
contract (2009-2011) between the fiscal administration and the Ministry of 
Economy and Finance. 

  



 

 

Mario Cimoli, Director, Division of Production, Productivity and Management, United Nations Economic 
Commission for Latin America and the Caribbean (UN-ECLAC) 

 

Mario Cimoli is the Director of the Division of Production, Productivity and 
Management at the UN Economic Commission for Latin America and the Caribbean 
(ECLAC). He has been appointed as co-director (with Giovanni Dosi and Joseph 
Stiglitz) of two task forces (Industrial Policy and Intellectual Property Rights Regimes 
for Development) of the Initiative for Policy Dialogue of the Columbia University 
(New York) and he is co-chairing (with Justin Yifu, Dani Rodrik and Joseph Stiglitz) 
the Scientic Committee for Industrial Policy of the International Economic 
Association (IEA). In 2004, he was awarded the Philip Morris Chair of International 
Business at the Sant’Anna School of Advanced Studies (University of Pisa). He 
obtained his Ph.D. at the University of Sussex and since 1992 he is Professor of 
Economics at the University of Venice (Ca’ Foscari). 

Mario Pezzini, Director, OECD Development Centre 

 

Mario Pezzini has been the Director of the OECD Development Centre, an institution 
where governments, enterprises and civil society organisations informally discuss 
questions of common interest, since 2010. The Centre helps policy makers in OECD 
and partner countries find innovative solutions to the global challenges of 
development. Before joining the Development Centre, Mr. Pezzini was Deputy 
Director of the Public Governance and Territorial Development Directorate, and 
prior to that, Head of the Regional Policy Division, covering policy analysis on urban 
development, rural development, regional competitiveness and public governance. 
Before joining the OECD, Mr. Pezzini was Professor in Industrial Economics at the 
École Nationale Supérieure des Mines de Paris as well as in American and Italian 
Universities. On several occasions, he has acted as an economic advisor for 
international organisations and think tanks in the field of economic development, 
industrial organisation and regional economics. 

Erik Solheim, Président du CAD, Direction de la coopération pour le développement (DCD-CAD), OCDE 

 

Erik Solheim took the lead of the OECD Development Assistance Committee (DAC) 
in 2013. He is now also serving as United Nations Environment Programme’s special 
envoy for environment, conflict and disaster. From 2007 to 2012, he held the 
combined portfolio of Norway’s Minister of the Environment and International 
Development; he also served as Minister of International Development from 2005 
to 2007. During his time as Minister, Mr. Solheim emphasised the importance of 
conflict prevention, highlighted capital, taxation and business as engines of 
development, and sought to integrate development assistance into overall foreign 
policy. Mr. Solheim cites as one of his most important achievements his role in 
establishing the UN REDD, the global program to conserve the world rain forests. He 
also initiated Norwegian partnership with countries such as Brazil, Guyana and 
Indonesia. He also introduced important new legislation in Norway, notably the 
Nature Diversity Act that led to the creation of many new national parks. He has 
received several awards for his work on climate and the environment. From 2000 to 
2005, Mr. Solheim was the main negotiator in the peace process in Sri Lanka. He has 
also contributed to peace processes in Burundi, Nepal, Myanmar and Sudan. He was 
leader of the Socialist Left party (SV) from 1987 to 1997, and served as a member of 
the Norwegian parliament for twelve years 

 



 

 

 

Dorothy Ng’ambi Tembo, Deputy Executive Director, International Trade Centre 

 

Dorothy Tembo has been serving as Deputy Executive Director of the International 
Trade Centre (ITC) since 3 June 2014. Prior to joining the ITC, Ms. Tembo served as 
the Executive Director of the multi donor funded Enhanced Integrated Framework 
Programme (EIF) based at the World Trade Organisation from 2008 to 2013. During 
her tenure, she spearheaded the re-launch of the programme supporting at the 
time 48 Least Developed Countries (LDCs) in addressing their trade related technical 
assistance and supply side constraints. Before joining the EIF, she was the Chief 
Trade Negotiator and Director, Foreign Trade, in the Ministry of Commerce, Trade 
and Industry, Zambia. One of the key responsibilities during her tenure was leading 
the Zambian technical team in their capacity as LDC Coordinator during the WTO 
Hong Kong Ministerial meeting that among other issues took decisions on extending 
duty and quota free market access to the group, the setting in motion of the Aid for 
Trade Agenda, and endorsing the commencement of the Integrated Framework 
Programme enhancement. Ms. Tembo is an expert in trade and development issues 
with experience spanning over a period of 28 years. 

Frank Matsaert, Chief Executive Officer, TradeMarkEastAfrica 

 

Frank Matsaert is the Chief Executive Officer of TradeMark East Africa (TMEA), a 
not-for-profit organisation funded by a range of development agencies to promote 
regional trade and economic integration within East Africa. Mr. Matsaert is an 
experienced senior economic development and private sector specialist with an 
extensive track record in strategy, programme delivery and management in Africa 
and Asia. Prior to his role at TMEA, Mr. Matsaert was the Senior Growth, Trade and 
Investment Adviser for East Africa at the DFID office in Nairobi, Kenya where he was 
responsible for establishing and managing DFID’s regional approach and 
programmes. 

Christiane Bögemann-Hagedorn, Deputy Director General, Federal Ministry for Economic Cooperation 
and Development (BMZ), Germany 

 

Christiane Bögemann-Hagedorn holds the post of Deputy Director General for North 
Africa, Middle East, South-Eastern and Eastern Europe, and Latin America at the 
German Federal Ministry for Economic Cooperation and Development. Since the 
beginning her career with the Ministry, she has mainly focused on development 
policy strategy and development in Africa. As head of the Directorate for Civil 
Society and Private Sector during the last four years, she steered the shift in German 
development policy towards non-governmental actors, including private 
enterprises, and paved the way for promoting private sector and SME development, 
jobs and inclusive green growth to get greater prominence in the national and 
international development agendas (G 20). 

  



 

 

Owen Barder, Senior Fellow & director for Europe, Center for Global Development 

 

Owen Barder is a Senior Fellow at the Center for Global Development and Director 
for Europe. He is member of the Advisory Group of Twaweza, the Board of Publish 
What You Fund, and a member of the UK Government International Development 
Sector Transparency Panel. Before joining the Center for Global Development, 
Mr. Barder was a British civil servant from 1988 to 2010, during which time he 
worked in Her Majesty’s Treasury, including as Private Secretary to the Chancellor of 
the Exchequer; No.10 Downing Street, as Private Secretary (Economic Affairs) to the 
Prime Minister; and the Department for International Development, where he was 
variously Director of International Finance and Global Development Effectiveness, 
Director of Communications and Information, and head of Africa Policy & Economics 
Department. 

Shada Islam, Director of Policy, Friends of Europe 

 

Shada Islam is responsible for policy oversight of Friends of Europe’s initiatives, 
activities and publications. She has special responsibility for the Asia Programme 
and for the Development Policy Forum. Ms. Islam is the former Europe 
correspondent for the Far Eastern Economic Review and has previously worked on 
Asian issues at the European Policy Centre. She is closely involved with initiatives to 
promote Asia-Europe exchanges including within the context of ASEM (Asia Europe 
Meetings). As a journalist, Ms. Islam also worked extensively on development 
questions including relations between the EU and African, Caribbean and Pacific 
(ACP) states, as well as on world trade, including the Doha Round. She continues to 
write on EU foreign and security policy, EU-Asia relations and trade and 
development issues for leading Asian, European and international publications. 

Ramesh Mashelkar, Chairman of the National Innovation Foundation of India, President of the Global 
Research Alliance, India 

 

R.A. Mashelkar is Chairman of the National Innovation Foundation of India, 
President of the Global Research Alliance (GRA), India. Mr. Mashelkar is the 
President of Global Research Alliance, a network of publicly funded R&D institutes 
from Asia-Pacific, Europe and USA with over 60 000 scientists. He served as the 
Director General of the Council of Scientific and Industrial Research (CSIR) for over 
eleven years. He was also the President of the Indian National Science Academy and 
President of Institution of Chemical Engineers (UK). Deeply connected with the 
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BACKGROUND NOTE – SESSION 1 

Perspectives on global development 2014:  
Boosting productivity to meet the middle-income challenge 

 
 

Although convergence implies much more than economic growth, the dynamism of emerging-market 
economies has been an important driver in gradually bridging the living standards gap. In 2010, the share of 
global GDP of non-OECD countries in PPP terms surpassed that of OECD countries. This is remarkable given 
that this share stood only at around 40% ten years earlier. This change in relative economic size is being led 
by China and India, which together already account for almost one quarter of global GDP in PPP. However, 
the differential rate of economic growth between OECD and non-OECD countries has narrowed recently 
and there has been a gradual slowdown in the rate of growth of emerging-market economies, including in 
China. Boosting productivity growth in middle-income countries could stem this trend and is the focus of 
the 2014 edition of the Perspectives on Global Development (OECD, 2014b). At the same time, this growth 
needs to be inclusive and environmentally sustainable, so a real convergence in living standards can take 
place. 
 

 

Questions 

1. Evidence shows that many countries face sustained periods of lower growth once they reach 
middle-income levels. Are there concerns about the so-called “middle-income trap” in your 
country, and are those concerns grounded? 

2. Boosting productivity is needed to avoid growth slowdowns. What policies have proven 
successful in improving productivity in middle-income and advanced economies? 

3. Development is about much more than just economic growth, it also needs to be inclusive and 
environmentally sustainable. What are the policy levers which have been effective at reconciling 
economic, social and environmental objectives? 

4. Bold reforms may be politically difficult and costly though less so than no change. What special 
mechanisms or institutions has your country used to implement difficult economic reforms? 

 

 

 
Many middle-income countries are not on course for convergence 

At their average growth rates over 2000-12, several lower middle-income countries (e.g. India, Indonesia 
and Viet Nam), but also countries in the upper middle-income bracket (such as Brazil, Colombia, Hungary, 
Mexico and South Africa) will fail to converge with the average OECD income level by 2050 (Figure 1). Their 
challenge is deepened by the slowdown in China, where rapid growth has benefited its neighbours and 
suppliers, in particular natural-resource exporters. 
 
 
 
 
 
 
 
 
 
 



Figure 1. Many upper middle-income countries may not converge to average OECD 
GDP per capita by 2050 

 

 
 
 

Notes: GDP in constant 2005 PPP-adjusted USD in all economies are assumed to continue growing at their 
average growth rates over 2000-12. The OECD per capita income level is a simple average of the 
34 member countries, with Israel included for 2000-11. It should be noted that the requirement of reaching 
average OECD income levels is stricter than just reaching high-income status as almost all OECD countries 
are in the high-income bracket. For population in 2050, the UN projections were used, at median fertility 
rates. The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli 
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights, East 
Jerusalem and Israeli settlements in the West Bank under the terms of international law. Country names 
are abbreviated by 3-digit ISO codes. 
 
Source: Authors’ calculations based on World Bank (2013), World Development Indicators (database) 
http://data.worldbank.org/data-catalog/world-development-indicators. 

A more detailed discussion of Emerging Asia can be found in the latest Economic Outlook for Southeast 
Asia, China and India 2014 (OECD, 2013a). The simulation of the number of years to get into the high-
income bracket indicates that Malaysia will be the first among those countries to reach high-income status, 
in 8 years. The next most rapidly converging countries, China and Thailand, could achieve this status within 
20 years, while Indonesia and the Philippines would become high-income economies in 30-40 years’ time. 
For Viet Nam, which had been a low-income economy until not long ago, the convergence process could 
take more than 40 years. 
 
 

Evidence shows that many countries face sustained periods of lower growth once 
they reach middle-income levels. Are there concerns about the so-called “middle-
income trap” in your country? Are those concerns grounded? 
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Productivity is key for growth, but productivity is rising only slowly in many middle-income countries 

Growth slowdowns can be associated with significant slowdowns in productivity1. Over the past decade, 
productivity growth made only a marginal contribution to economic growth in many middle-income 
countries whether measured in terms of labour productivity or total factor productivity. It was also 
insufficient to significantly reduce the very large gap in productivity with advanced countries. In Brazil, 
Mexico and Turkey, the gap even widened (Figure 2). By contrast, China recorded impressive growth in 
productivity: around 10% annually in labour productivity in manufacturing and services. 
 

Figure 2. Lagging productivity in middle-income countries 

Labour productivity (value added per employee in constant 2002 USD) as percentage of the United States 
level, 2000 and 2008 (%) 

        A. Total economy     B. Manufacturing               C. Services 

 
 
Notes: Labour productivity is defined by value added per employee (in 2002 USD). Comparable data for 
South Africa was not available, but comparisons for selected manufacturing sectors suggest productivity 
levels for South Africa at the lower end among the BRIICS. Korea is included as a useful benchmark of a 
country that successfully reached high income status without being caught in a middle-income trap. 
 
Source: Authors' estimations using Timmer, M.P. (ed) (2012), “The World Input-Output Database (WIOD): 
Contents, Sources and Methods”, WIOD Working Paper Number 10, 
www.wiod.org/publications/papers/wiod10.pdf 
 
Productivity slowdowns in middle-income countries can be associated with difficulties to move up the value 
chain, away from a low-cost labour-driven to an innovation-driven growth path. The 2014 edition of the 
Perspectives on Global Development identifies the four key areas to address the productivity challenge in 
middle-income countries (OECD, 2014b): 

 Diversifying continuously into higher value-added sectors in agriculture, industry and services: 
Diversification is particularly important in middle-income countries that are seeing rising wages, as 

                                                           
1
 The poor prospects for a number of middle-income economies to converge with average OECD income levels in the 

next 30 years raises the question whether these countries are in the so-called “middle-income trap”. Admittedly, the 
theoretical foundation for such a trap continues to be debated and there are no common criteria defining what makes 
a country become trapped in the middle-income bracket. Most literature builds on purely statistical methods to 
identify countries facing the “middle-income trap” (see OECD, 2014b and OECD, 2013a, for overview of the literature). 
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well as those rich in natural resources. The OECD Development Centre’s Cluster on Natural 
Resources provides a forum for natural resource-rich and other countries to exchange experience, 
identify policy challenges specific to natural resource-rich countries and work towards strategies for 
addressing them.  

 Innovating by using global knowledge and developing domestic capabilities: Middle-income 
countries have significant room for technological catch-up. Part of it can be done by better 
integrating into the global trading system and tapping foreign knowledge through trade and foreign 
direct investment. The 2014 edition of the African Economic Outlook presents the patterns of 
global value chains (GVCs) in Africa and shows what policies would be needed to make better use 
of them in Africa (OECD, 2014a). The OECD Development Centre’s Cluster on Global Value Chains 
provides a platform for countries to share experience with GVCs and provides guidance towards 
best policy practices. Countries also need to develop capabilities to innovate new products and 
processes to better suit their own needs. Comparing policy experiences in developing countries to 
foster innovation has been the focus in the 2013 edition of the Perspectives on Global Development 
(OECD, 2013b). 

 Reforming product, labour and financial markets, and developing skills: In many middle-income 
countries, the development of competitive, innovative businesses is often constrained by an 
inadequate regulatory environment and lack of skills. 

 Fostering competitive service sectors: The domestic service sector can grow to meet the demand of 
the growing middle classes. Services can also increase the competitiveness of manufacturing and be 
a source of export earnings. 

 
 

Boosting productivity is needed to avoid growth slowdowns. What policies have 
proven successful in improving productivity in middle-income and advanced 
economies? 

 
 
 
Middle-income countries can work to spread the benefits of growth and make it more environmentally 
sustainable 

Development challenges are however about much more than just economic growth. Many emerging and 
developing economies have been capable of reducing poverty over the last two decades or so, but at the 
same time income inequality is increasing in many of these economies such as China, India, Indonesia, and 
South Africa (Figure 3). Moreover, the social unrest of the Arab Spring as well as some of the rising social 
tensions in other developing economies make clear that more attention has to be paid to social cohesion 
and equality of opportunity allowing to share the benefits of economic development more broadly. There 
are a number important policy levers to foster social cohesion (OECD, 2011): a fiscal regime which 
encourages redistribution can be a powerful tool to reduce income inequality; equal access to quality 
education is a strong leveller of opportunities, bringing prospects for upward mobility even to 
disadvantaged groups; well-designed labour market institutions and social protection systems can protect 
workers and provide income security; challenging the discriminatory social institutions which impede 
women’s full participation in economic and social life can improve gender equality outcomes; civic 
participation and political feedback mechanisms are also essential if growth processes are not to be 
derailed. Spreading the benefits of growth also requires identifying regional competitive edges and tailoring 
public services to local needs. 

The problems of environmental damage caused by growth also raise issues of environmental 
sustainability.Diversifying into less energy-intensive sectors and adopting energy-efficient technologies 
would reduce vulnerability to fluctuations in energy prices and changes in regulations and preferences. 

 



 

 
Figure 3. Inequality is increasing in some of the BRIICS 

Social mobility curves 
 

 
 

Source: Authors’ calculations based on Anand, R., S. Mishra, and S.J. Peiris (2013), “Inclusive growth: 
Measurement and determinants”, IMF Working Paper WP/13/135, 
www.imf.org/external/pubs/ft/wp/2013/wp13135.pdf. 

 
 
 

Development is about much more than just economic growth, it also needs to be 
inclusive and environmentally sustainable. What are the policy levers which have 
been effective at reconciling economic, social and environmental objectives? 
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Maintaining rapid growth with equity and sustainable development requires capable and effective 
government 

Better training of government officials and improved coordination across government ministries is essential 
to ensure effective planning and implementation. Bold changes in strategies may be politically difficult and 
costly though less so than no change. Effective communication strategies and the right timing and 
sequencing are critical to obtain support by multiple stakeholders to implement these reforms. China’s 
rapid rise had been in large part due to its determined, target-oriented government with a vision to address 
changing economic challenges. It made bold reforms which were possible through effective organisations 
and procedures to implement the necessary steps. Other countries with more democratically-organised 
governments need to obtain support for necessary reforms through effective consultation processes with 
key stakeholders and to develop capabilities to implement the reforms. 
 
 

Bold reforms may be politically difficult and costly though less so than no change. 
What special mechanisms or institutions has your country used to implement 
difficult economic reforms? 
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BACKGROUND NOTE – SESSION 2 

Innovative approaches to support more inclusive growth 
 
 

International cooperation has played an important role in tackling structural impediments to growth, 
supporting the development of productive capacities, the creation of productive employment and the 
integration of developing countries in the world economy. New actors and approaches have emerged, and 
there is increasing recognition of the importance of partnerships and of the catalytic role of development 
finance to achieve the common goal of more inclusive growth. All stakeholders, including partner counties, 
development cooperation agencies and the private sector are adapting approaches to the evolving 
development co-operation landscape. New modes of working together going beyond traditional north-
south approaches are now in play. Broader and more inclusive policy dialogues around Partner County 
owned policy frameworks and results based management are changing the ways that stakeholders interact. 
There is greater attention to what public-private cooperation can deliver and to make the most of ODA 
within a growing pool of financial resources for development. 

Development co-operation helps to support government capacities, address infrastructure deficiencies, and 
improve education, health care and social protection systems for the poor. These areas are especially 
important in the poorest, most fragile and conflict-affected states. For such countries, official development 
assistance (ODA) accounted for over 60% of external financing over the 2005-2010 period (by contrast, for 
middle income countries, ODA represented a mere 4%, (Adugna et al., 2011). Because of the wide 
variations in aid per inhabitant, the different goals at which aid is aimed, and the comparatively small 
amounts involved (USD 31.5 per capita per year according to Tarp (2006), it is not easy to quantify the 
impact of ODA on growth. However Arndt et al (2012), finds that ODA equivalent to 1% of GDP raised GDP 
growth by 0.1% on average over the 1970-2000 period, a small but helpful impact. Similarly, studies on the 
role of ODA in assisting Inclusive Growth by reducing poverty and promoting health and education have 
been positive, but with room for improvement (Collier and Dollar, 2002; Bourgignon and Sundberg, 2007; 
Virtanen and Ehrenpreis, 2007; Alvi and Senbeta, 2012). Also, Huang and Quibria (2013) find that foreign 
aid has a positive impact on Inclusive Growth in their sample of countries, especially when aid is directed at 
the areas of health and education. 

Development co-operation can help expand access of poor people to vital and proven technologies, such as 
high-yield seeds, immunisations, modern contraception or Internet connectivity (Sachs, 2005). Easterly 
(2006) notes that such interventions “give the poorest people the health, nutrition, education, and other 
inputs that raise the payoffs of their own efforts to better their lives”. While investing in health and 
education is essential in ameliorating social conditions, creating incentives for private sector development, 
trade and employment are necessary but not sufficient conditions for sustained, inclusive economic 
growth. The key question is if and how economic and social goals can be achieved simultaneously. Inclusive 
growth requires sound market-led policies, an environment for business to flourish, strong institutions, and 
the right mix of good human resources, appropriate technology and financial investments to support trade 
and industrial development. The panel will discuss innovative uses of public policies, development co-
operation and private initiatives to catalyse inclusive growth. This note, while not exhaustive sketches out 
some of the major themes, and provides a list of illustrative questions to inform the discussion. 
 
 
Private sector development 

Policymakers can help to till the soil to foster commerce, but it is ultimately businesses that plant the seeds 
of growth. Aid can be useful in improving the overall business environment, lowering trade and transport 
costs, providing access to finance and promoting education and skills. But private sector development 
programmes have often been criticised. Schulpen and Gibbon (2002) critically reviewed private sector 
development policies, arguing that they were shaped mostly by the nature and interests of the private 
sector in donor countries themselves, incorporated a high proportion of tied aid, and failed basic tests of 
coherence. Recent reviews however, are more positive. For example, an EU evaluation of private sector 



development (PSD) programmes found that while there is broad consensus on the importance of PSD for 
job creation, linkages between EU support for PSD and employment generation have remained very distant 
(EC, 2013). The evaluation also found that the EU has made valuable contributions to the development of 
the private sector in middle income countries, notably through policy dialogue, alignment, and the clarity of 
the EU’s role in PSD. 

A Danish development co-operation (Danida) meta-evaluation of private sector development (Denmark, 
2009) showed that interventions supporting supplier and producer enterprises organised in value chains 
have gained increasing importance among donors. Furthermore, intervention approaches have been 
improved on the basis of experience and best practices. There are only a few evaluations of long-term 
impact and sustainability, but the indications are positive. With this kind of intervention it is possible to 
achieve a systemic positive impact on the stakeholders and actors operating in value chains. 

The International Trade Centre (ITC) is actively involved in assisting firms in the Least Developed Countries 
(LDCs), including participation in the Enhanced Integrated Framework initiative, which sets the standards 
for delivering Aid for Trade to LDCs; providing trade-related technical assistance; assisting LDCs on how to 
respond to challenges on sustainable tourism development; establishing industrial partnerships, the use of 
trade intelligence and the activation of market opportunities with international buyers; enhancing supply-
side capacities in LDCs; and strengthening the role of women in agriculture. LDCs accounted for about 60% 
of ITC’s technical assistance in 2012 and LDCs will continue to remain ITC’s priority in the years to come. 

 What innovative approaches has the ITC adopted to stimulate the indigenous private sector, 
particularly in LDCs, and help suppliers connect to value chains? 

 What role can lead firms play in diffusing knowledge, skills, innovative business practices and 
technology to firms in developing countries and thus promote more inclusive development? 

 

 
 
Trade 

Trade-induced growth promotes poverty reduction. Exports act as the conduit through which countries 
exploit their comparative advantage, improve their overall efficiency and productivity, and enable 
industries to employ their resources more efficiently and profitably. These factors expand demand, spur 
consumption, and reduce risks associated with reliance on the domestic market. They also increase 
employment in labour-intensive sectors and raise wages and standards of living. Imports permit countries 
to gain access to a wider range of goods and services and allow local firms to benefit from more, cheaper 
and newer technologies that increase productivity and competitiveness (OECD, 2011). 

All stakeholders should help to identify barriers to growth and take steps to increase the inclusiveness of 
the growth process, for example by increasing processing of raw materials and not just their extraction 
(where this makes economic sense) and by providing infrastructure that helps the poor to access markets 
(OECD, 2007). For instance, the greatest potential for inclusive growth in Africa may be found in agriculture 
and agroindustry and where there is a great need for better rural roads and storage facilities to help reduce 
waste. While export markets are important, local and regional markets also offer potential, buoyed by 
steady demographic growth, urbanisation and rising income levels. 

The emergence of value chains strengthens the rationale for trade-related assistance. Developing countries 
seek value chain participation to achieve their economic growth, employment and poverty reduction 
objectives. Small and Medium Enterprises (SMEs) sometimes operating in informal markets, often bear high 
costs of complying with customs and border procedures and other non-tariff measures, so they require 
technical assistance in overcoming the barriers and becoming competitive suppliers. Easing the movement 
of imports and exports across borders can significantly reduce the costs of trade. OECD analysis shows that 
comprehensive trade facilitation reform has the potential to reduce trade costs by as much as 15% for 
some developing countries. Reducing global trade costs by 1% would in turn increase worldwide income by 
more than USD 40 billion, 65% of which would accrue to developing countries. 



Some of the thickest borders in the world can be found in Africa, and Trademark East Africa (TMEA) aims to 
promote rapid advances in East Africa’s integration, trade and global competitiveness. TMEA is working in 
collaboration with key partners and stakeholders to sustainably speed up transit trade, reduce non-tariff 
barriers (NTBs) and harmonise standards to improve the region’s competitiveness in international trade. 

 What approaches have been particularly effective in reducing the thickness of borders? 

 How can improvements in trade performance contribute to productive employment and inclusive 
growth? 

 
 
Youth Unemployment 

If growth is to be truly inclusive, it must address youth unemployment. The African Economic Outlook 
estimates that 53 million of Africa's 200 million young people between the ages of 15 and 24 are in 
unstable employment and 40 million young Africans are out of work. However, while 18 million of them are 
looking for a job, 22 million have already given up (OECD/AfDB, 2014). 

Productive employment and decent work are the main routes out of poverty. Well-functioning labour 
markets and an enabling environment for local entrepreneurship are essential to increase employment 
opportunities. Small and medium sized enterprise can play a significant role in providing jobs. Removing 
burdensome and unnecessary policies, laws, and regulations would help businesses to more easily do 
business. Governments can provide services such as reliable electricity, access to finance, social insurance 
and support for entrepreneurs to register businesses and invest in their businesses and spur job creation. 
Education and skills also play an important role. Both third level education in science and engineering and 
training in specific skills can make workers more attractive to firms and make locations more attractive to 
foreign investment. 

 What can donor agencies do to support public policies to address youth unemployment? What has 
been achieved to date? 

 How can job creation within the private sector be catalysed? 

 
 
 
Innovative Approaches 

In an integrated world, the behavior of rich countries and powerful institutions can profoundly affect the 
lives of people in poor countries. Poverty and weak institutions in developing countries can breed public 
health crises, security threats, and economic crises that know no borders. Committing to policies that 
promote development and well-being is a global imperative: no human being should be denied the chance 
to live free of poverty and oppression and to enjoy a basic standard of education and health. The Centre for 
Global Development’s Commitment to Development Index (CDI) looks at whether the policies of rich 
countries match aspirations we all share to promote respect for human life and dignity. 

Development co-operation can help to improve the business environment, provide market information and 
infrastructure while cutting red tape. The significant risks to doing business in developing countries can be 
mitigated via loan guarantees and other debt and equity instruments. Development Impact Bonds offer a 
potential way to shift incentives and accountability to results, transfer performance risk to the private 
sector, and increase efficiency in program implementation. 

 The Development Impact Bond is a good example of an innovative approach to financing 
development. What is its potential and what is the experience to date? 

 What does CGD’s Commitment to Development Index tell us about the current whole-of-
government approach to development within the OECD? How could the findings stimulate more 
innovative approaches to development, beyond aid? 

 



BACKGROUND NOTE – SESSION 3 

Innovation policies for inclusive development 
 
 

There is a growing awareness that the benefits of growth do not automatically trickle down and the 
question of how policies – including innovation policies – can support inclusive development has become 
more pressing. Inclusive innovations improve the welfare of lower-income and excluded groups and 
directly contribute to inclusive growth. 

Innovation – which fosters competitiveness, productivity, and job creation – is central to boosting economic 
growth and addressing social challenges. But more needs to be done to better understand how innovation 
can contribute to inclusive development. So far, innovation policies have been analysed essentially with 
regards to their impact on the growth of aggregate income. However, their impacts are unlikely to be 
“neutral” as they may affect individuals and groups in society to different extents (“social inclusiveness”). 
All businesses are not on an equal footing regarding innovation capacities and access to the corresponding 
benefits (“industrial inclusiveness”). Moreover, policies aimed at promoting innovation affect the 
geographic dimensions of industrial and social inequalities and underpin inequalities between urban and 
rural (“territorial inclusiveness”). As a result, it is important to consider the social, industrial and territorial 
implications of innovation policies as well. Inclusiveness also relates to ways for expanding the circle of 
individuals and firms that successfully engage in innovation. 
 
 
Innovation matters critically to make growth inclusive 

Innovation dynamics are by nature “disruptive” and critically affect inequalities. Innovation-driven growth 
does not result in creating more of the same: It is a process of “creative destruction”, particularly in periods 
of substantial technological change. The changes to economic activity innovation produces as part of the 
growth process create winners and losers. In other words, innovation is not only impacting growth but also 
how “inclusive” such growth will be. Developed and developing economies alike have to take these 
potential impacts into account when developing their innovation policies. Inclusive innovations, 
innovations that improve the welfare of lower-income and excluded groups, directly contribute to inclusive 
growth. 

The beginning of the 21st century marks a period of substantial change for the global economy notably with 
the following trends with impacts on inequality: 

 Information and communication technologies (ICTs) are pervasive and have generated multiple 
innovations in a variety of fields. They have introduced substantial transformations to economic 
activity and beyond. While the debate on the role of technological change on wage inequalities is 
far from settled, there is agreement that ICTs have affected the types of labour demanded in 
different ways from the usual skills paradigm. 

 There has been a shift in global dynamics with a much more important role of China, and, to a 
lesser extent, of India and Southeast Asia. By contrast, advanced economies have known but 
sluggish growth in the aftermath of the global economic and financial crises. The growing market 
size of China and, to a lesser extent, India and Southeast Asia may generate dynamics whereby 
business focus more on serving the needs of growing middle- and, in some cases, lower-income 
classes in those economies. By serving those markets the direction of technological progress might 
also serve lower income groups in OECD countries more substantially. 

 Innovation is rising to importance for countries’ international competitiveness as opposed to 
physical production capacities of goods or the routine provision of services. That is, the ability to 
produce frontier innovations is increasingly important. The rewards for investors and 
entrepreneurs are higher in “knowledge economies” and affect the returns to capital relative to 
labour with implications on inequality. 

 



 

 

The relationship between income inequality and innovation is complex because the impacts will be affected 
by a variety of factors and, in consequence, a variety of policies (in addition to innovation policies). 
Quantitative evidence from new OECD work suggests that there is no simple linear relation between 
income inequality and innovation efforts, as measured by R&D spending. This work finds that income 
inequality in 2010 was higher in regions that had either relatively high or relatively low levels of R&D 
spending during the mid-to-late 1990s. This points to innovation initially being beneficial for income 
equality (by allow for catch up), while at high levels the effects of rents accruing to a small group may 
become dominant. As an example, the appearance of a fairly significant number of “internet millionaires” 
in some highly innovative regions likely contributed to increased inequality in these places. 
 
 
 
 
Gaps in innovation performance across actors and diffusion affect inclusive growth 

Industrial inclusiveness is a critical characteristic of countries’ innovation system when it comes to assessing 
innovation’s impacts on inclusive growth. “Industrial inclusiveness” refers to the extent to which an 
economy’s firms, sectors, universities and public research institutes or regions overcome differences in 
their innovation capacities. Inequalities result in “islands of excellence” which indicate differential 
opportunities for groups in society to be part of innovation processes, whether as employees or 
entrepreneurs. Alternatively, a multiplicity of innovators might contribute to an economy’s innovation 
activities. 

“Islands of excellence” exist in both developed and developing countries. In emerging economies the gap 
between “islands of excellence” and the remainder of the economy is generally much stronger. “Islands of 
excellence” compete in the world economy and often reflect countries’ targeted efforts at positioning 
themselves in global value chains. Some developments suggest concentration will remain important: The 
fact that costs for developing innovations have risen in some sectors such as pharmaceuticals imposes 
larger barriers to entry. This reduces opportunities for widening the group of innovators as high costs lead 
to concentration of innovation research efforts. 

Excellence in innovation performance is also often concentrated, thus widening the gap with weaker 
performers. OECD work suggests that R&D spending helps already advanced regions grow, whereas regions 
with catching-up potential seem to benefit more from other types of investment. R&D activity is highest in 
regions with income above their country’s average, and it is only within this group that R&D investment 
and patenting activity seems to raise growth. The explanation for this may be that R&D-driven innovation is 
mainly relevant for parts of countries that are already at the technological frontier, whereas for the other 
parts “simpler” types of innovation, such as process innovations - that can often be achieved by copying 
functioning models from elsewhere - are more relevant. 

ICTs might help reverse the trend towards a concentration of innovation actors, but there are caveats to 
the argument. ICTs provide opportunities for a new type of entrepreneurship that is much less capital 
intensive and not as risky. Such dynamics, by reducing barriers to entry, broaden the group of 
entrepreneurs who can invest in innovations and, thereby, reduce the potential inequality-raising dynamics 
of the knowledge economy. Also, growing demands for customized products requiring user interactions 
and the need for incremental non-technological innovations might further benefit the “democratization of 
innovation” i.e. the expansion of the circle of individuals and firms that successfully engage in innovation. 
However, networks dimensions play a critical role in many ICT-based sectors providing a distinct advantage 
to incumbents who control those networks. In consequence, there is a risk of concentration once mature 
business models are developed. 

The extent to which innovations benefit “outsiders” will shape opportunities for different groups in society 
to benefit in their economic activities from “islands of excellence”. The question of trickle-down dynamics 
depends on a) the “relevance” of “islands of excellence” for the remainder of the economy’s activities, b) 



the capacity of the remainder of the economy to absorb innovations and c) the “connecting” linkages 
between “islands of excellence” and the remainder. The role of the Internet can be a critical factor serving 
wider spillovers to the economy. Evidence from new OECD work shows that the Internet effectively served 
as a means for improved knowledge diffusion supporting innovation activities of firms in remote locations, 
of smaller size and those with no export activities or foreign connections. However, only the more 
productive firms benefited, reflecting a critical need for outsiders’ absorptive capacities. Other factors that 
will affect trickle-down dynamics include also linkages between different sectors of activities, the types of 
connections between start-ups and incumbent businesses and the role of industry associations. 
 
 
 
Inclusive innovations and their potential 

Inclusive innovations improve the welfare of lower-income and excluded groups and directly contribute to 
inclusive growth. Expectations that inclusive innovation initiatives can make a difference are based on two 
of their characteristics: First, attention is often paid to developing sustainable “business models” that 
would cover the costs of providing innovations to the poor. If successful, this would allow reaching a much 
larger number of excluded groups. Second, supporting innovation activities of lower-income and excluded 
groups, so-called grassroots innovations, can provide a way to overcome poverty traps. This is critical for 
many emerging and developing countries where the size of the informal economy is substantial.  

Kenya’s M-Pesa – launched in 2007 by Vodafone and Safricom – is a good example of innovation 
contributing to inclusiveness. M-Pesa is a money transfer service that uses text-messaging on mobile 
phones and a network of retail agents as cash-in/cash-out points. Today, coverage extends to about 15 
million users, which corresponds to 70% of Kenya’s adult population. Given that in 2010 only 19% of the 
population had a bank account, M-Pesa has contributed significantly to Kenyan’s access to financial 
services. Another example is the use of “workflow innovation” in India’s Aravind Eyecare Hospital, which 
has saved over 2 million patients from blindness by providing cataract surgery to consumers at a price 
based on their capacity to pay. Aravind Eyecare performs 200 000-300 000 operations a year for between 
USD 30-300, compared to an average cost in developed economies of around USD 3 000, with comparable 
quality standards. 

Inclusive innovations differ from standard innovations in the following ways: 

 High sensitivity to price, which is an important characteristic of lower-income markets. 

 They serve a different market, where incomes are lower and certain basic products and services 
are much more important. Lack of access to public services – notably health, infrastructure and 
education – is among the most critical challenges. 

 Access conditions for delivering new products and services to poor and excluded groups are 
more difficult due to infrastructure shortcomings – such as a lack of high-quality roads to 
transport products to remote villages and limited access to electricity which reduces 
opportunities for products requiring electricity to be deployed. Some innovations, mobile 
technologies in particular, have reduced barriers for the delivery of certain types of services. 

 Correctly assessing actual demand is a challenge for frugal innovators as there is a larger gap 
between them and their prospective clients about which little information is available. 
Insufficient awareness of demand creates a higher risk of product failure. A related issue is that 
potential consumers might not be fully aware about the uses they can make of a product. This 
often requires additional outreach to encourage uptake. 

 Grassroots innovators have in-depth knowledge of their own needs but might face multiple 
barriers to applying their knowledge adequately. This is because they have limited access to 
resources and/or opportunities to develop products. Lack of access to technical and scientific 
knowledge can further inhibit product development. Connecting grassroots innovators to 
universities and public research institutes can help support product development. 

 



 
Scale has been a challenge for many inclusive innovations and those that reached scale shared the 
following characteristics: 

 They succeeded in capturing demand of the poor (including by their integration as part of the 
innovation process).  

 Private businesses played an important role at all stages of project development.  

 Innovative business models and approaches were critical for scaling inclusive innovations. 
Otherwise creating affordable products of quality will not be possible. 

 Regulatory conditions facilitated the success of these innovations, particularly those that are public 
goods.  

They often took advantage of existing infrastructures and institutions (including NGOs, informal shops, 
etc.). 
 
 

Questions 

1. How can innovation policies support developing countries’ quest for competitiveness without 
compromising industrial, social and territorial inclusiveness? 

2. How can inclusive innovation initiatives be expanded to improve welfare and facilitate the 
democratisation of innovation? What policies can help the knowledge and benefits generated 
by “islands of excellence” trickle down to the rest of society? 

3. What are some concrete policy solutions to support countries in reconciling their innovation 
and inclusive development agendas? What are the major trade-offs that may be encountered 
and what tools can help policymakers find the best solution for their particular context? What 
are some examples of successful institutional arrangements that can make this “win-win” 
approach happen? 

 
 
 
Further information  

The OECD project on Innovation for Inclusive Growth is aimed at providing evidence on those questions. 
More information can be found on the project website: http://oe.cd/inclusive. 
 
 

http://oe.cd/inclusive

