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Study Guide for Economic and Social Council 

• Financing for Sustainable Development: Economic Growth and Job Creation in LEDCs 

 
UNDP promotes inclusive and sustainable development and works to reduce poverty in all its dimensions. 

Economic growth will not reduce poverty, improve equality, generate jobs and secure livelihoods unless it 

is inclusive and sustainable. 

 
Many people are excluded from mainstream development because of their gender, ethnicity, age, sexual 

orientation, disability or poverty. Development can be inclusive - and reduce poverty - only if all groups of 

people contribute to creating opportunities, share the benefits of development and participate in decision-

making. 

 
ECOSOC works with countries to improve how inclusive development policies and programmes are 

designed and implemented by: 

• Assisting governments in the formulation of development planning strategies and plans, to ensure they 

incorporate interventions to promote inclusive sustainable development and poverty reduction; 

• Providing policy advice and tools to fight exclusion and marginalization in areas such as social 

protection strategies, job creation, sustainable urbanization, and fiscal policies that stimulate inclusive 

growth; 

• Helping governments to set up comprehensive poverty monitoring and assessment systems – to 

generate the data and evidence – to inform the design and targeting of effective poverty reduction and 

sustainable development policies; 

• Advocating for an enhanced public investment and economic governance to ensure that everyone has 

access to vital public services to eliminate exclusion and marginalization; 

• Supporting countries with public expenditure and budgeting reviews (social, environmental and 

gender); 

• Advocating for a new Global Partnership for Development - a more favorable international policy 

environment in areas such as international trade, foreign direct investment (FDI), intellectual property 

rights, technology transfer and migration; and 
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• Enhancing developing country productive capacities, sustainable consumption and production 

patterns, to better integrate into the global economic system in a way that prioritizes human 

development and reduces poverty and inequality. 

 
GDP and GNP growth rates in developing countries are on average higher than those in developed 

countries. Moreover, the difference became even larger in recent years because GNP growth in developed 

countries slowed from more than 3 percent a year in the 1980s to about 2 percent a year in the first half of 

the 1990s. Low-income countries, by contrast, appear to have performed much better during this period, 

with GNP growing by almost 6 percent a year in 1980–95.Unfortunately, the economic growth patterns 

described above does not mean that the world is on its way to “convergence”—that is, to the gradual 

elimination of the economic gap between rich and poor countries. Much faster population growth in most 

developing countries is offsetting comparatively faster GNP growth, causing GNP per capita growth rates in 

these countries to be low or even negative. As a result, the gulf between the average GNP per capita in 

developing and developed countries continues to widen. 

 
According to a World Bank study, per capita income in the richest countries was 11 times greater than in 

the poorest countries in 1870, 38 times greater in 1960, and 52 times greater in 1985. In the early 1990s, of 

$23 trillion in global GDP, only $5 trillion—less than 20 percent—was generated in developing countries—

even though these countries accounted for about 80 percent of the world’s population. The rapid average 

growth in developing countries also masks growing disparities among these countries. Between 1985 and 

1995 East Asia experienced the fastest growth of GNP per capita—more than 7 percent a year (Figure 4.2). 

But in two other regions of the developing world, the average annual growth rate was negative: –1.1 

percent in Sub-Saharan Africa, and –0.3 percent in the Middle East and North Africa. The biggest drop in 

GNP per capita growth occurred in Eastern Europe and Central Asia because of the economic crisis caused 

by the transition from planned to market economies. 
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Present Trends: 

The roaring stock market rallies of the United States, Japan and Europe show no sign of reaching most 

emerging markets, where lackluster economic growth and company profits point to a fifth straight year of 

lagging performance. 

 
Emerging markets are the black hole in the global equity picture at a time when Wall Street has hit record 

highs, European stocks are at seven-year peaks and Japanese markets at the highest in 15 years, buoyed by 

central bank money-printing and recovering economies. Several things have gone wrong, the first being 

that emerging markets are on track for a sixth straight year of slowing economic growth, shrinking the 

traditional growth premium they enjoy over advanced peers. Consumption and fixed capital formation in 

emerging markets both slowed in the last quarter of 2014, while export growth has declined for three 

years straight, UBS analysts said. 

 
This in turn has caused disappointment on the earnings front - even in India where stocks are up a third 

since end-2013, 40 percent of companies undershot earnings forecasts in the latest quarter, Morgan 
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Stanley noted. Emerging markets rely on big state-run banks, mining and oil companies, which have been 

unable or unwilling to cut costs or employees in the manner of Western rivals. 

 
Because companies did not cut costs when growth and export markets soured, return on equity (ROE), a 

gauge of how efficiently a company uses shareholders' equity investment to generate profits, started 

declining in emerging markets after 2008 and has yet to recover. "In the United States the first two years of 

the bull market happened not because the economy was recovering but because companies were efficient 

in cutting costs, and that in EM has not happened yet," said Jorge Mariscal, chief investment officer for 

emerging markets at UBS Wealth Management in New York. 

 
"Once world growth starts recovering faster, then it is difficult for me to envision that EM will continue to 

lag behind...but we are 6-12 months away at least from that." 

 
Inclusive Growth and Development: 

Inclusive growth has been defined as output growth that is sustained over decades, is broad-based across 

economic sectors, creates productive employment opportunities for a great majority of the country’s 

working age population, and reduces poverty. 

 
Inclusive growth is about both the pace and pattern of economic growth. However one defines it, there is 

no bigger policy challenge preoccupying political leaders around the world than expanding social 

participation in the process and benefits of economic growth and integration. A central lesson of the 

recent financial crisis is the need for a rebalancing of the emphasis placed by policymakers on drivers of 

what could be considered the “top-line” measure of national economic performance, GDP per capita 

growth, on the one hand, and factors that influence its “bottom-line” performance in achieving broad-

based progress in living standards, on the other. In advanced and developing countries alike, it is 

increasingly recognized that GDP per capita growth is a necessary but not sufficient condition for the 

satisfaction of societal expectations. 

 
Even if the precise nature and relative importance of the causes of rising inequality remain in debate, a 

geographically and ideologically diverse consensus has emerged that a new, or at least significantly 

improved, model of economic growth and development is required. G20 leaders have committed 

themselves a number of times since the financial crisis to this goal. Leaders of major international 

economic organizations, including the International Monetary Fund (IMF), World Bank, Organization for 
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Economic Co-operation and Development (OECD), and International Labour Organization (ILO), as well as 

Pope Francis have also repeatedly expressed concern about rising inequality and called for new strategies 

to address it. Many national leaders have placed improvements in social inclusion at the heart of their 

economic programs. Most recently, the draft UN Sustainable Development Goals and the G20 Presidency 

under Turkey have each identified inclusive growth as a priority agenda item. This new political consensus 

about inclusive growth is rooted in a significant widening of inequality, affecting economies at various 

levels of development. Across the OECD, for example, the average income of the richest 10% of the 

population is about nine times that of the poorest 10%, up from seven times 25 years ago. More important 

than growing shares at the top are the cases where the benefits of growth have not been shared widely 

and low- and median-income households have fallen further behind. Over the last decade, median 

household income has stagnated in several advanced economies, resulting in a more vulnerable middle 

class at risk of falling into poverty. Part of this trend can be traced back to the slowdown following the 

financial crisis, and a structural decline in the share of national income accruing to labour. In developing 

economies, sustained strong growth has lifted many out of absolute poverty but improvements in living 

standards have not kept pace with GDP growth, or been evenly distributed. This is most apparent in 

Eastern Europe and many fast-growing emerging Asian economies such as China, India, and Vietnam, and 

some African economies such as Zambia and Kenya. Yet, there are some exceptions to the trend of 

widening inequality, mainly in Latin America, but these tend to be in places where inequality was very large 

to begin with – in Chile and Mexico, for example, the incomes of the richest 10% are still more than 25 

times those of the poorest 10%, while in Brazil the gap in income between the top and bottom deciles is 

still about five times that of advanced economies. 

 
Low-Income Countries: 

Countries in the low income category are concentrated primarily in sub-Saharan Africa and South Asia, 

with a few from other developing regions. These are countries that must carry out efforts across many 

areas to generate the productivity and growth that are necessary to underpin inclusive economies. Many 

have relatively low levels of inequality but from a very low income base, requiring a continued focus on 

widespread poverty alleviation to bring living standards above subsistence level. Policy must focus on 

addressing lower incomes more generally by increasing access to public services such as high-quality 

education, training, and healthcare, as they constitute long-term social investment to create greater 

equality of opportunity. 
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Companies in Bangladesh have better access to finance from banks and the equity market than most other 

countries at its income level, which is important for supporting business development. Yet across most 

other areas, significant efforts will be required to increase the country’s capacity to deliver inclusive 

growth. The education system falls short, with lower enrolment rates at all levels than in most other 

countries, poor quality, and great differences in school performance based on students’ income levels - all 

of which reinforces inequality. Bangladesh also needs to make business and job creation more attractive by 

reducing red tape, upgrading infrastructure and basic services, and tackling rampant corruption. This would 

help to bring more workers out of the informal economy and into official and less vulnerable employment. 

 
Chad struggles in all of the areas measured by the inclusive growth and development framework. Over 80% 

of its population lives on less than $2 a day. Educational attainment is extremely low across all levels, with 

only 1.5 years of schooling received on average. The quality of education is poor, with a very low pupil-to-

teacher ratio. Overall, this does not provide the economy with the skills needed even for basic activities, 

and greatly constrains social mobility. Chad has among the most burdensome requirements for starting a 

new business. It is therefore not surprising that the informal economy is extremely large, accompanied by 

one of the highest levels of vulnerable employment globally. Chad mustalso build up its infrastructure and 

basic services, which will require greater access to finance. Investment would also be encouraged by lower 

corruption and greater transparency. 

 
Kenya has started to put in place some of the building blocks for an inclusive economy with a larger middle 

class than most countries in this group. Bank and equity finance is relatively more accessible and affordable 

compared with other countries at the same income level. The quality of the education system rivals that of 

economies at higher income levels, although efforts must be made to ensure it reaches more students and 

generates more equitable performance from them regardless of income level. This will be critical to lower 

the high levels of unemployment and particularly high youth unemployment, and to shrink the informal 

sector. Kenya must also continue to build its infrastructure and basic services, reduce the red tape faced by 

businesses, and tackle pervasive corruption. 

 
Nepal has made some significant reductions in poverty and pre-transfer inequality, but its Gini remains 

high. It has relatively good employment outcomes - low unemployment, including youth unemployment, 

and strong female participation in the workforce. Yet the informal sector remains large and wages in 

general are too low to raise many workers out of poverty. Upgrading the education system and improving 
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the provision of infrastructure and basic services will be critical for moving up the income and value chains, 

as will tackling corruption and reducing administrative barriers to business creation and development. 

 
Rwanda has made more strides in driving inclusive growth than other countries in this income category, 

and in some areas even outperforms countries at higher income levels, although it still has a long way to go 

with median household incomes less than $2 a day and high income inequality. It ranks first in this group 

for business and political ethics, with effective measures in place to combat corruption and bribery. 

Rwanda has a high labor force participation rate and relatively low unemployment. Financing is more easily 

available for business development than in many similar countries. To further enhance the inclusiveness of 

its growth process and move up the value chain, Rwanda must upgrade its education system – improve 

access at all levels, improve the quality of what is learned, and narrow gaps in performance among 

students of different income levels. It must also continue to build infrastructure and increase social 

spending to improve adequacy of basic services. 

 
Tanzania benefits from a rate of unemployment that is lower than that of many countries, and a high 

female participation rate, although a large proportion of workers are in vulnerable employment receiving 

subsistence wages (which is related to low levels of labor productivity). The education system has been 

expanded to reach a larger proportion of the population, although efforts must continue to attain universal 

access, improve quality, and reduce differences in performance outcomes across income groups, 

particularly in secondary school. Business development and employment creation would benefit from 

greater access to finance and reduction in corruption. This would also provide the resources and 

framework for further developing the infrastructure and basic services that Tanzania so greatly needs to 

improve living standards. 

 
Zimbabwe has a relatively progressive tax code and should be able to deliver relatively good post-

redistribution outcomes. Yet inequality remains high, social mobility is low, and many of those in the 

workforce are unable to pull themselves out of poverty. Education will be important for preparing the 

workforce to move into higher-wage activities. Zimbabwe does a decent job of getting children into 

primary school, although secondary and tertiary rates lag behind those of many low-income economies, 

and the quality of the overall education system is in great need of improvement. Finance is very difficult to 

obtain for business development, possibly related to the great administrative hindrances placed in the way 

of starting and operating businesses in the country. Further, Zimbabwe has one of the lowest 

performances among all countries in terms of corruption, with poor corporate and government ethics, and 
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a high concentration of rents accruing to a small elite of companies and individuals. Its wealth Gini is one of 

the highest in the world. 

 
Pillars for strong independent economic growth: 

Pillar 1: Education and Skills Development 

a) Access b) Quality c) Equity 

• To what extent does the country create an enabling environment which provides high quality 

educational opportunity for all members of society including vulnerable or marginalized groups (e.g. 

low-income individuals and women)? 

• To what extent is education at all levels accessible, of high quality, and inclusive in terms of attainment 

and learning outcomes? 

Labor is the primary, and in most cases, exclusive, source of income for citizens of developing and under-

developed countries alike. Strong and rising labor productivity across different sectors and geographies is 

therefore an important cornerstone of any strategy to strengthen broad-based progress in living standards 

and reduce social marginalization. This is all the more important in the presence of rapid technological 

change that is automating, dis-intermediating, and enabling remote performance of many functions. Such 

change both disrupts existing jobs and creates new opportunities for labor income at every stage of 

economic development, in both cases favoring workers who are able to acquire and adapt skills. The 

challenge to societies is to create an enabling environment for widespread access to, and steady 

improvement in, skills acquisition. 

 
Pillar 2: Employment and Labor Compensation: 

a) Productive Employment b) Wage and Non-Wage Labor Compensation 

• To what extent is the country succeeding in fostering widespread economic opportunity in the form of 

robust job creation, broad labor force participation, and decent working conditions? 

• How well does its enabling environment support a close correlation between growth in the productivity 

and compensation of labor, helping to ensure that a rising tide lifts all boats? 

Indicators measuring the extent of labor force participation (including for women) and unemployment 

(including for youth); underemployment and vulnerable, temporary, and informal sector employment; 

employer perceptions of the ease of retaining skilled employees; measures of social mobility; and 

strictness of employment protection. 
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Pillar 3: Basic Services and Infrastructure: 

a) Basic and Digital Infrastructure b) Health-related Services and Infrastructure 

• To what extent does the country provide its citizens with a core, common endowment of infrastructure 

and other basic services that enable productive engagement in the economy and provide often budget-

relieving and quality of-life-enhancing contributions to their standard of living? 

The common availability of basic services and infrastructure underpins equality of economic opportunity. 

For example, a well-developed transport infrastructure network is a prerequisite for less-developed 

communities to access core economic activities and services. Investment in the provision of health 

services, clean water, and sanitation is critical economically as well as morally. A healthy workforce is vital 

to a country’s competitiveness, productivity, and inclusivity, as workers who are ill cannot function to their 

full potential. Exclusion from physical networks (water, power, telecommunications, transportation, 

logistics, solid waste disposal, etc.) constrains productivity and keeps people poor. Markets often do not 

naturally extend these networks to encompass the entire population, as it may not be cost-effective to 

connect poor people because the fixed costs cannot be recouped. The Basic and Digital Infrastructure Sub-

pillar includes indicators that gauge the quality of overall infrastructure and domestic transport network, 

transport infrastructure investment as a proportion of GDP, overall access to electricity, inequality in 

access to electricity, proportion of urban population living in slums, dwellings without basic facilities, and 

several measures of access to and affordability of information and communications technology (ICT). 

 
As part of ECOSOC, topic B discussion should cover the following factors: 

i) Economic Factors: 

 a) Overall National Vision for Economic Growth in various sectors 

 b) Stable Legal and Regulatory Framework 

 c) Building Foundations Against Corruption, Recommendations on Anti-Corruption 

 d) How well does the financial system deploy private savings for productive purposes and enable new 

capital formation in the real economy? 

 
ii) Social Factors: 

 a) To what extent are a country’s public social protection systems engaged in mitigating poverty, 

vulnerability, and marginalization? 

 b) To what extent is the enabling environment conducive to broad-based asset accumulation and 

employment- and productivity-enhancing entrepreneurship? 
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iii) Environmental Factors: 

 a) Environmental Regulation and Permitting Process 

 b) Environmental Impact Mitigation Opportunities 

 c) Robustness to Environmental Risks 


