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Excellences,
Distinguished Members of the Committee on Development,

Ladies and Gentlemen,

| wish to thank the European Parliament Committee on Development for inviting me
to make a presentation on "The Global Development Financing Landscape - Who can
contribute what?" at this important hearing.

This topic is at the heart of an extensive debate by development stakeholders in
various international forums, including those preparatory processes for the

forthcoming Financing for Development (FfD) Conference in Ethiopia this summer.

The Global Development Financing Landscape
Many actors; Diverse Interests

The investment chain and kKey actors involved
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The global development financing landscape is made up of many different actors or
contributors with a diverse range of interests. They potentially contribute at different
stages of the financing and investment chain; from sources of capital, asset holders
or primary intermediaries to financial market players and users of capital for
investment. These actors range from governments and households through private
sector firms to philanthropic institutions to foundations. Institutions such as banks,

pension funds, insurance companies, sovereign wealth funds (SWFs), private equity



and venture capitals that hold a considerable pool of assets are potentially important

providers of capital for addressing the SDGs.

Huge investment needs and gaps

UNCTAD estimates that the annual investment needs in developing countries in key
SDG sectors between 2015 and 2030 will be vast. The total amount will be in the
magnitude of some $3.9 trillion, with an annual investment gap of about $2.5 trillion.
To meet this investment gap, an unprecedented partnership between all actors, public
and private is a pre-requisite. The public sector has to take the lead, particularly in

sensitive areas such as water and sanitation.

S5DGs Investment Needs are Vast
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= The annual investment gap in SDG-relevant
zectors iz about $2.5 trillion in developing
countries.
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Developingcountriesneed 3.9 trillion annually beteeen 2015-2030.
The investmentgap to achieve thisis a huge $2.5 trillion
2

The biggest financing and investment needs will be in infrastructure sectors such as
power, transport, telecommunication and water and sanitation, as well as in climate
change related projects. However, though harder to estimate, investment in areas
such as education, health and the environment more generally, will also be needed,;

and will be sizeable.



Cou mand e sémant, lmse: n=ads and gaps and privele sacdor padibip In ey B0 sedors in davadoping
oourd fest

e =z

e Emrage prve i
Aot
mvEmeet FEmCEAtos B oamet
T wmiEze Fimiizn BT e s
]
fElm (=rmtendorize]
Smcior Ot
Vel
mmasy |TmETES Deuoon -
- tup . s
ecured
a = Cag-a S cant
rraEma i gEem o, e e an .
= ot Jrmp— m-m =10
b ion o slacinc by e e
T i rmdy, mroor o wn e -am ELE ] =;amm n-m [
- . AT I TERnCe (R | - - .
wic ST R - ] e E-TE raRs L ex-me
Fimizion o walmrand mnimion b ndutny - .
wamrmne s = E] - -0 20 -
e " ez
o mmcaky wnE AT N agicuton rarai . — ors .
mgnza e DT, TR L W -z
gt i e e,
o cnags B ] . _ _
ritigiion cagis gt o ey W ape ™ . = =
e

T o oope Wi impect o o ke

(Chrats cege
change in sgric uture. nfrestnuchue. aeter - =0-'20 s-m =20 o-20

mcagman TETEZETAT SIEEW DICMD RS
Ryt ATTET N SSTLECAT T N DN NG
iy BCIEV TR, TR T T TGN T, o2
st e (o, W
e I T | ORI, LG P IR -Ta 2w =4 - -
Soucmcn EI S AT, 8.5, M Scho = -m -0 - oz

Who can contribute what?

However, if mobilized and channelled effectively
available resources can bridge the gap

Relative slzes of selected potentlal sources of Investmant, 2012
Blue of assets, stocks and loans In tdlllons of dollars
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Achieving the SDGs and meeting the investment needs is possible here, though the
route to this goal is highly challenging. The necessary financial and other resources
are available, but reaching the SDGs requires a transformation in investment by both
the public and private sectors. For example, only a fraction of the world-wide assets
of banks, insurance companies, pension funds, TNCs, SWFs and foundations are in
SDG sectors. These selected institutions held an estimated combined $210 trillion of
assets and loans in 2012. Under the right condition and partnerships, there is room to
tap these sources and direct them to sustainable development goals.



In addition, by way of comparison, developing and transition economies in 2013
received some $2.4 trillion of external development finance comprising FDI, portfolio
investment, ODA, remittances and other investment. This number is not small relative
to the estimated annual SDG investment needs through to 2030, and indicative of

what is achievable.

The issue is not that there is not enough finance around for SDGs. Rather, the
important question is how can the available and potential resources from different
stakeholders be mobilized and channeled effectively for SDG needs.

Low-income countries face special challenges

However, having said this, while there are ample resources for investment in SDGs,
not all developing countries will be able to easily access or attract them. Low-income
countries in particular face special challenges in attracting investment in infrastructure
and other SDG sectors. Weak purchasing power, high perceived risks for projects,
and a lack of domestic capabilities to develop and manage mega projects limit the
ability of these countries in accessing the necessary financing and investment,
including in leveraging TNC participation. In this connection, development partners
need to consider all options to help these countries achieve SDGs in the economic,
social and environmental sectors, as well as efforts in ensuring universal access to
electricity and water.

Apart from fulfiling ODA commitments, development partners can also assist in
capacity-building, risk-mitigation strategies targeted at low-income countries, support
for regional projects and encouraging their own companies to invest in vulnerable
developing countries. Most importantly, there is also a need for development partners
to work together with developing countries to increase the involvement of the private
sector in SDG sectors.



Investment in SDGs: An Action Plan

Investing in the Sustainable Development Goals

Action Plan for Investment in the 5DGs
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UNCTAD, through the World Investment Report 2014, has proposed an action plan of
six action packages to mobilize and channel investment and funds for SDGs. This
includes a more active promotion and involvement of private investment in SDGs,
recognizing and emphasizing the necessity public-private collaboration in this
process. The Report proposed specific approaches to mobilize and channel
investment into the SDGs, which include the following:

o  Consideration to develop a new generation of investment promotion strategies,
institutions and international investment agreements.

o The re-orientation of investment incentives to focus on SDG-oriented investment
incentives, rather than on existing locational basis, alongside the use of SDG
investment guarantees and insurance schemes.

o  Development of regional SDG investment compacts to cover cross-border
regional infrastructure, regional value chains and regional industrial collaboration
agreements.

o Establishment of new forms of partnership for SDG investments which include
partnership between outward investment agencies in home countries and IPAs

in host countries, and SDG-oriented linkages programme.



o Enabling innovative financing and a re-orientation of financial markets, which
could include new SDG financing vehicles and Sustainable Stock Exchanges.

o  Changing the global business mind-set involving SDG issues in business
schools' curriculum.

Mobilizing and channeling funds for SDG investment
A number of specific policy options can be considered to mobilize funds for SDG

investment. In particular, they can include:

Mobilizing funds for investment:

key challenges and policy options
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o Actions to create fertile soil for innovative SDG-financing approaches and
corporate initiatives;

o Build or improve pricing mechanisms for externalities such as for carbon
emissions, water use and social impacts;

o Promote sustainable stock exchanges through SDG listing requirements, indices
for performance measurement and reporting for investors. It is heartening to
stress that an increasing number of stock exchanges in the world have signed on
to be members of the global network of Sustainable Stock Exchanges. They
include, for instance, the London, New York, NASDAQ, Johannesburg, Mexico,
Nigeria, India and Bangkok Stock Exchanges.

o Finally, mobilization of funds can also take the form of financial market reforms,
which can cover reform of pay, performance and reporting structures to favor long-
term investment conducive to SDGs realization; and rating methodologies that

reward long-term real investment in the SDGs.



Mobilizing funds is not enough. They need to be translated into capital and channeled
effectively into SDGs in developing countries, always ensuring that beneficial

outcomes outweigh any negatives.

Channelling investment into key sectors:

key challenges and policy options
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Specifically on channeling funds into investment, a number of specific policy options

can be considered. These include:

o Reducing investment barriers, while safeguarding legitimate public interests;

o Expanding the use of risk sharing and mitigation mechanisms for SDG
investments;

o Establishing new incentives schemes;

o Building SDG investment partnerships between different stakeholders. In addition
to the market, social partnerships between the public and private sectors are
important channel to channel funds to investment in sensitive areas such as
agriculture, water and sanitation and other public service areas such as health and

education.

Realizing the SGDs is not going to be easy but with all stakeholders working together
and with some innovative approaches and ideas, the goals are achievable with

private investment playing a greater role.



Thank You

Visit UNCTAD websites
www.unctad.orf/diae
And
www.unctad.ord/wir




