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Overview

From a Great lockdown to a Great Divergence

COVID-19 and Russia’s war of aggression against Ukraine are exacerbating global
fault lines

Following the pandemic, a K-shaped recovery emerged across countries (Figure 1). Output
losses in developing countries sank to 5% of their pre-pandemic gross domestic product (GDP)
projections, while high-income countries (HICs) dipped only by 3%. Among the countries most in
need, the GDP of small island developing states (SIDS) dropped the furthest, by -8.6%, in large
part because the tourism sector was directly affected by travel restrictions and lockdowns.
Altogether, developing countries lost USD 1.4 trillion in GDP annually due to the COVID-19 crisis,
more than half of the pre-COVID-19 annual SDG financing gap (IMF, 2020j; Intergovernmental
Panel on Climate Change, 2022j4)).

The uneven recovery following the COVID-19 crisis resulted from two main drivers:

e First, low access to vaccination slowed re-opening of economies. Despite the
progress achieved through COVID-19 Vaccines Global Access, which has delivered more
than one billion doses of COVID-19 vaccines in developing countries, only 11% of the
population of LICs were fully vaccinated by March 2022 versus more than two-thirds of the
population of both HICs (73%) and upper middle-income countries (UMICs) (71%) and 47%
of the population of lower middle-income countries (LMICs).

e Second, narrow fiscal and monetary space constrained stimulus spending. HICs
were able to deploy stimulus packages 700 times greater than those of LICs on a per-capita
basis, 86 times greater than in LMIC and 20 times greater than UMICs. As a percentage of
GDP, fiscal support measures in 2021-22 for rescue and recovery were on average three
and six times lower, respectively, in LICs and MICs than in HICs.
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Figure 1. The K-shaped recovery shows an emerging Great Divergence between countries
(2019-24)
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Note: On the left, the values for 2021 are estimates and the values for 2022-24 are forecasts. The classification by income group
follows the World Bank’s guidance of 1 July 2021. On the left, the deviation is calculated as the percent deviation between June 2022
and January 2020 projections from the World Bank’s Global Economic Prospects series.

Source: Left side: World Bank (2022;)), Global Economic Prospects, June 2022, https://doi.org/10.1596/978-1-4648-1843-1. Right
side: World Bank (2020g), Global Economic Prospects, January 2020: Slow Growth, Policy Challenges,
https://openknowledge.worldbank.org/bitstream/handle/10986/33044/9781464814693.pdf and World Bank (2022j), Global
Economic Prospects, June 2022, https://openknowledge.worldbank.org/handle/10986/37224/9781464818431.pdf.

StatLink Sz https://stat.link/b6¢7f5

Russia’s war in Ukraine is increasing financial instability and driving up inflation, further
widening economic disparities between developed and developing countries. LICs stand to
lose the most: for them, the war could result in an additional loss of approximately USD 718 billion
in 2022 and 2023 (IMF, 20227;). More than half of LICs (55%) are at high risk of debt distress or
already in debt distress as of end of April 2022. The cost of financing for sustainable development
is also increasing due to inflation, which rose in developing countries from 2.7% in 2020 to 4.3% in
2021, compared to a milder increase globally, from 2.2% to 3.4%, over the same period (Figure 2).
The poorer segments of the world’s population are experiencing larger welfare losses because the
war-induced price increases have a greater impact on their real disposable income.
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Figure 2. Inflation hits developing countries through increases in food and energy prices

Year-on-year monthly inflation rate by income Year-on-year montly inflation rate and energy
group and food prices in developing countries
20% 20%
’ e (|obal UMICs =—LMICs ——LICs ’ —— Energy price index Food price index

18%
16%
14%
12%
10%
8%
6% |
4%
2%
0% Lttt

D 8 e e R DB
D T W Y

Note: The year-on-year monthly inflation rate corresponds to a simple average of the Headline Consumer Price Index growth rate for
a sample of 59 developing countries and 45 high-income or unclassified countries for which all monthly figures between July 2012
and February 2022 are available. The year-on-year monthly inflation rate for energy prices corresponds to a simple average of the
Energy Price Index growth rate for a sample of 26 developing countries for which all monthly figures between January 2018 and
February 2022 are available. The year-on-year monthly inflation rate for food prices corresponds to a simple average of the Food
Price Index growth rate for a sample of 63 developing countries for which all monthly figures between January 2018 and February
2022 are available.

Source: Ha, Kose and Ohnsorge (2021@), “One-stop source: A global database of inflation”,
https://openknowledge.worldbank.org/handle/10986/36037.

StatlLink Si=m https://stat.link/1cx9p4

The pandemic and Russia’s war against Ukraine marked the end of two decades of
decreasing extreme poverty. Despite the aim of SDG 1 “End Poverty” to eradicate extreme
poverty, its global rate has been set back by at least three years, from 8.3 in 2019 to 9.2 in 2020
(Figure 3). The UN Secretary-General Report 2021 notes that, unless urgent action is taken,
ending poverty will be out of reach by 2030 due to the triple threat of “COVID-19, conflict and
climate” (UN, 20219)). The combined effect of the COVID-19 pandemic and the war could lead to
75 to 95 million more people living in extreme poverty in 2022 than anticipated in pre-pandemic
projections. These setbacks have direct negative consequences at the country and global levels,
eroding the social, political and economic foundations necessary to achieve other targets. The gap
between post-COVID-19 poverty levels and pre-COVID-19 projections is largest in LICs, at around
four percentage points in 2022.
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Figure 3. Following years of decline, global extreme poverty rose in 2020, setting back at
least three years of progress
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Note: Extreme poverty is measured as the number of people living on less than USD 1.90 per day. Data for 2015 to 2018 are official
global poverty estimates cited in Gerszon, Mahler et al. (2022;1}). Data for 2019 to 2022 are World Bank projections.

Source: Gerszon, Mahler et al. (202211qy), “Pandemic, prices, and poverty”,
https://blogs.worldbank.org/opendata/pandemic-prices-and-poverty.

StatlLink = https:/stat.link/tme3i6

In addition to growing economic and financial inequalities between countries, inequalities
within countries, such as those related to gender and access to education, have been
magnified. Inequality within LICs and MICS will increase due to income losses affecting low-skill
workers, youth and women. It is now estimated that by 2030, for every 100 men aged 25 to 34
living in extreme poverty, 121 women will be living in similar conditions; prior to the COVID-19
pandemic, the difference was 118 women for every 100 men living in extreme poverty (Azcona
et al., 2020(11;). The pandemic has had the largest impact on the lowest quintiles of the world’s
population. By 2021, the average income of the bottom 40% of the population in developing
countries was estimated to be about 2% lower than before the pandemic. However, the average
income of the top 60% of the population in developing countries should return to almost pre-COVID
levels (Narayan et al., 2022;12)).

Failure to address multidimensional shockwaves could lock in protracted SDG
divides

Each crisis leads to heightened costs and setbacks across the SDGs (Figure 4). Failure to
tackle global challenges adds a cross-cutting multiplier for costs and setbacks in the long-term.
Governments’ failure to contain the COVID-19 pandemic led to the largest economic recession
since the Second World War, slowing or reversing progress across the SDGs. For example, without
remote learning, the pandemic had devastating impacts on SDG 4 “Quality Education”. The share
of children in LICs and MICs with learning poverty could rise from the pre-COVID-19 estimation of
50% to 70% (UNESCO/UNICEF/World Bank, 202113)). Rising geopolitical and economic instability
have generated new setbacks for SDG 2 “End Hunger”: the World Food Programme (2022114)
estimates that up to 47 million additional people could face acute hunger as a result of Russia’s
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war in Ukraine — a 17% increase over the pre-war baseline of 276 million people who already face

acute food insecurity.

Figure 4. Failure to address multidimensional impacts of successive crises across the
SDGs could lock in the Great Divergence for the long term

1 CLIMATE
ACTION

<D

Failure to curb
climate change
Global warming exceeds
2 degrees (elsius
N
§
S &
S S
N N
g § & &
N
S

HEALTH

Source: Authors’ design.

16 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS
)

y,

Failure to prevent the
war in Ukraine

+47 million face acute hunger
due to the war in Ukraine

1 NO
POVERTY

L

Failure to shield the

most vulnerable

+100 million extreme poor

and increased inequality 17 Wneoons

&

Failure to avoid
transmission to the economy

Global recession (-3.1% of
world GDP in 2020)

GOOD HEALTH
AND WELL-BEING

ufe

Failure to prevent the
spread of disease

6 million deaths from the
(OVID-19 pandemic

Financing needs are particularly high in the poorest countries. The additional COVID-19
financing required by LICs between 2021 and 2025 is estimated at USD 450 billion (IMF, 202115))."
This amount includes USD 200 billion of additional COVID-19 spending to step up the response to
the crisis and build financial buffers as well as USD 250 billion to put LICs back on their pre-
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pandemic trajectory of convergence with advanced economies. An additional USD 100 billion
could be required if some risks — such as slower-than-expected vaccine rollouts or a worsening of

the pandemic due to new variants — materialise and lead to an even slower recovery in LICs
(Figure 5).

Figure 5. The pandemic led to an increase of low-income countries’ financing needs over
the short and long term
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Source: IMF  (2021p15),  Macroeconomic  Developments  and  Prospects in  Low-Income  Countries—2021,
https://www.imf.org/en/Publications/Policy-Papers/Issues/2021/03/30/Macroeconomic-Developments-and-
Prospects-In-Low-Income-Countries-2021-50312.

StatLink Sa=r https:/stat.link/1kn6zi

Amid historic development setbacks, developing countries will face difficult trade-offs to
balance a growing number of SDG financing priorities. Given the limited resources available
to them, this balance requires clear prioritisation of short-term rescue spending and longer-term
investments (e.g. to build sustainable and resilient infrastructure, strengthen health and education
systems, or restore financial buffers to preserve the credibility of their fiscal frameworks). The
upfront costs of investing in green infrastructure could be up to 33% higher than for conventional
energy infrastructure investment (Rozenberg and Fay, 20191s)). However, the strong positive
impact on GDP observed for green investment more than offsets the initial higher investment costs
and provides a positive return for countries’ GDP (Figure 6).
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Figure 6. The economic benefits of building back better in the energy sector over the long
term outweigh the higher upfront costs

Impact on GDP of additional investments in energy infrastructure (for each US dollar invested)
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Note: Green and non-green output multipliers are calculated for a group of 14 countries, five of which are developing countries; costs
of investment in energy infrastructure are calculated for low- and middle-income countries. Results are scaled based on USD 1
invested under the BaU scenario.

Source: Authors’ calculations using green and non-green output multipliers from Batini et al. (2021117), “Building back better: How big
are green spending multipliers?”, https://doi.org/10.5089/9781513574462.001. For costs of investments in renewable and
non-renewable energy infrastructure, authors’ calculations based on Rozenberg and Fay (2019y16)), Beyond the Gap: How Countries
Can Afford the Infrastructure They Need while Protecting the Planet,
https://openknowledge.worldbank.org/handle/10986/31291

StatLink Sw=rm https://stat.link/2ulgcO

The sustainable development finance gap in developing countries keeps growing

The COVID-19 pandemic caused a significant drop in nearly all sources of financing for
sustainable development (FSD) in 2019-20 (Figure 7). The total volume of FSD flows to
developing countries, excluding the People’s Republic of China (hereinafter China), declined by
USD 774 billion, or 17%, from USD 4.6 trillion in 2019 to USD 3.9 trillion in 2020. The largest drop
in absolute terms was in available government revenue (i.e. government revenue after debt service
repayments), which shrank by USD 689 billion, or 22%, from USD 3.1 trillion in 2019 to
USD 2.4 trillion in 2020. The decline over 2019-20 also was more significant than during the 2008-
09 global financial crisis: three times greater in LICs, two times greater in LMICs and four times
greater in UMICs.
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Figure 7. Available financing for sustainable development in developing countries shrank
by USD 774 billion, or 17%, in 2019-20
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Note: TOSSD includes cross-border support to developing countries and global and regional expenditure for sustainable development
(respectively, Pillars 1 and 2 of the TOSSD framework). Amounts mobilised from the private sector are not included in the TOSSD
figures shown above. The definition and scope of Pillar 2 is currently under review and some of the activities contained may not be
directly supporting developing countries. The increase observed in TOSSD flows between 2019 and 2020 is mainly due to an increase
in the disbursements of multilateral organisations, in particular European Union (EU) institutions, the World Bank, the International
Monetary Fund (IMF) (Concessional Trust Funds), and the Asian Development Bank Group and Asian Development Investment Bank
as well as to better data coverage in 2020. All figures use the largest sample possible for official development assistance-eligible
countries excluding China. The rationale to exclude China, as discussed, is based on its outlier status in terms of FSD trends,
particularly private capital flows.

Source: Authors’ design. Data on official resources are based on OECD (2022p1s)), TOSSD Total Official Support for Sustainable
Development/Data Visualisation Tool, https://tossd.online/. Remittances are based on KNOMAD (2022(19)), Remittance inflows
(database), https://www.knomad.org/data/remittances. Capital flows are from IMF (202220)), Balance of payments
(database), https://data.imf.org/bop.

The fear of a collapse in external private flows helped jolt global leaders into action,
preventing even greater damage. Without a strong policy reaction, a major collapse of external
private flows (e.g. FDI, remittances, etc.) seemed likely, based on the dire forecasts in the first
months after the declaration of the pandemic. Despite a sudden stop in the first semester of 2020,
capital flows rebounded once governments started easing the stay-at-home orders in the second
semester of that year. The peculiar nature of the 2020 global recession, which was mainly
transmitted to the economy by governments’ containment measures (unlike the 2008-09 recession,
which started as a financial crisis), explains the relatively swift recovery of cross-border capital
flows by end 2020. The 20% decline in capital flows observed in 2020 is lower than the 39% and
29% shocks experienced by the same group of countries in 2008 and 2015, respectively (Figure 8).
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Figure 8. The drop in capital flows in 2020 was less pronounced than in previous sudden
stop episodes
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Note: The data show cross-border capital flows to developing countries excluding China.
Source: IMF  (202131), Balance of Payments and International Investment Position Statistics (database),
https://data.imf.org/?sk=7A51304B-6426-40C0-83DD-CA473CA1FD52.

StatLink Sz https://stat.link/pwo2cj

Total official development finance reached record levels in 2020, providing emergency relief
where needs were greatest. ODA from DAC countries amounted to USD 162.2 billion that year, its
highest level ever recorded, and a 7% increase over 2019 (Figure 9, left side). This effort
reasserted the countercyclical role of ODA during a global crisis. Total ODF to developing
countries, the combination of bilateral and multilateral ODA and other official flows (OOF),
amounted to USD 307.7 billion, up by 8% from 2019. In April 2020, the Group of Twenty (G20)
finance ministers agreed to a debt standstill for LICs as part of the Debt Service Suspension
Initiative (DSSI). Between May 2020 and December 2021, debt service totalling USD 12.9 billion
was suspended through the initiative to provide some breathing space to the 48 participating
countries (of the 73 eligible). The effort came predominantly from bilateral development partners
(Figure 9, right side).
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Figure 9. Bilateral and multilateral providers’ combined efforts ensured continued financial
support to developing countries at the height of the crisis
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Source: DSSI = Debt Service Suspension Initiative. ODF flows are measured as a sum of ODA and OOF and accessed from OECD
DAC Table 2a (OECD, 2022122)), Aid (ODA) disbursements to countries and regions [DAC2a], OOF and export credits - disbursements
[DAC2b), https://stats.oecd.org/Index.aspx?DataSetCode=Table2A and Table 2b (OECD, 2022p23)), OOF and export
credits - disbursements [DAC2b], https://stats.oecd.org/Index.aspx?DataSetCode=TABLE2B#. DSSI| deferred debt
service is calculated based on World Bank estimates as of 8 February, 2022: World Bank (2022y24)), Debt Service Suspension Initiative
(webpage), https://www.worldbank.org/en/topic/debt/brief/covid-19-debt-service-suspension-initiative.

StatLink Sa=ra hitps:/stat.link/1a8zm4

Although a collapse in FSD was avoided, the annual SDG financing gap in developing
countries increased by 56%, to USD 3.9 trillion in 2020 (Figure 10). Government revenues
remain the largest source of financing for sustainable development and accounted for more than
80% of the overall decline in FSD. The shutdown of global economic activity during the COVID-19
crisis resulted in significantly lower revenues for developing countries. The USD 907 billion
increase in developing countries’ government expenditure in response to the COVID-19
emergency represents nearly 30% of total government revenues available in developing countries
in 2019. Taking into consideration the expected tightening of global financing conditions,
projections by the UN Conference on Trade and Development and the IMF suggest that the SDG
financing gap could reach USD 4.3 trillion per year from 2020 to 2025, an increase of
USD 400 billion over OECD estimates in 2019-20 (UNCTAD, 2022;25)).
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Figure 10. The SDG financing gap in developing countries increased by at least 56% in 2020
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Source: Authors’ design. ODF data are based on OECD (20221s)), TOSSD Total Official Support for Sustainable Development/Data
Visualisation Tool, https://tossd.online/. Remittances are based on KNOMAD (2022n9)), Remittance inflows (database)
https://www.knomad.org/data/remittances. Capital flows are from IMF (202240), Balance of payments (database),
https://data.imf.org/bop.

Looking forward, the recovery is stifled and the system of financing for
sustainable development increasingly unstable

The recovery of the FSD system from the COVID-19 crisis could be short-lived due to a
tightening of global financing conditions and the impact of the war. While developing
countries’ financing sources started to recover in 2021, the gradual withdrawal of policy support
measures and heightened global uncertainty generated by Russia’s war against Ukraine has been
weighing on their financing prospects. Additional financing is needed to address the humanitarian
emergency and cover in-donor refugee costs. However, increasing the allocation of aid to crisis
response poses a risk that resources may be diverted from longer-term development priorities,
including investments necessary for a just and sustainable recovery.
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Russia’s war in Ukraine has stopped the recovery of government revenue in developing
countries and could result in significantly lower volumes of these revenues in the coming
years. It is expected to remain almost 20% below pre-pandemic projections into the foreseeable
future (Figure 11, left side). Government revenue is expected to decrease in 2022 and 2023, with
MICs particularly affected (Figure 11, right side). At the current pace of recovery, it may not reach
pre-pandemic levels before 2030.

Figure 11. The war in Ukraine has stopped the recovery in government revenue in
developing countries and will result in significantly lower volumes of government revenue
in the coming years
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Note: The grey area in the chart on the left represents the volume of the decline in government revenue due to the successive crises.
The chart on the left also shows the deviation of government revenue from pre-pandemic projections for all developing countries
excluding China.

Source: Government revenue projections are drawn from the IMF World Economic Outlook databases: (IMF, 2019pe), World
Economic  Outlook - October 2021 edition (database), https://www.imf.org/en/Publications/\WEO/weo-
database/2019/October; (IMF, 2021pn), World Economic  Outlook - October 2021 edition (database),
https://www.imf.org/en/Publications/WEQO/weo-database/2021/October; (IMF, 2022p)), World Economic Outlook -
April 2022 edition (database), https://www.imf.org/en/Publications/WEO/weo-database/2022/April.

StatlLink Si=m https://stat.link/gqwvnp

Developing countries face a “wall of debt service repayment” that could have enormous
impacts on their debt sustainability and fiscal space (UNCTAD, 2020;29)). The accumulation of
short-term debt during the COVID-19 crisis and the worsening global economic outlook foreshadow
an increase in the cost of debt service, which could amount to USD 387 billion for developing
countries in 2022. Between 2020 and 2025, it is projected to reach USD 375 billion on average,
already a jump from the USD 330 billion on average between 2015 and 2019. The limitations of
the Common Framework for Debt Treatments beyond the DSSI add to growing concerns about the
sustainability of developing countries’ sovereign debt. Announced by the G20 in November 2020
to deal with countries’ insolvency and protracted liquidity problems, it has not produced the
expected results (Ahmed and Brown, 202130)).

Following a rebound of cross-border capital flows to developing countries in 2021, a new
drop is projected for 2022. Portfolio investment and other investment are expected to decline by
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50% and 45%, respectively, in 2022, while FDI could drop by 23% (Figure 12). Even before the
war in Ukraine, projections of capital flows to developing countries pointed to a fall in 2022 due to
slower growth and inflationary pressures. The turmoil caused by the Russian invasion adds to the
uncertainty and volatility in financial markets. These could erode investor confidence and spur
another wave of capital flight from developing countries.

Figure 12. The threat of macroeconomic turbulence could hinder the recovery of cross-
border capital flows to developing countries
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Source: Institute of International Finance (2022;1), Capital Flows Report May 2022: Rising Global Recession Risk,
https://www.iif.com/Research/Capital-Flows-and-Debt/Capital-Flows-to-Emerging-Markets-Report.
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Leakages in the FSD system continue to deprive developing countries from considerable
resources. Even before the COVID-19 crisis, illicit financial flows (IFFs) were increasing the SDG
financing gap. The IMF estimates that the annual cost of bribery alone is between USD 1.5 trillion
and USD 2 trillion globally (IMF, 201632;). However, estimates of the amounts lost to bribery,
corruption, theft and tax evasion in developing countries remain challenging to determine. Public
spending inefficiency represents an important but often overlooked dimension of the SDG financing
gap. Losses due to inefficient public spending across the SDGs could amount to USD 102 billion
in LICs, USD 2.7 trillion in LMICs and USD 6.5 trillion in UMICs per annum (Cristébal et al.,
2021(33)).

The sustainable finance equilibrium: No sustainability without equity

The pandemic amplified imbalances in the global financial system

The ftrillions of dollars in the global financial system are not SDG aligned and could exacerbate
macro financial vulnerabilities in developing countries. Monetary policy, including quantitative
easing by major economies, contributed to an 11% increase in the value of global financial assets,
from USD 423 trillion to USD 469 trillion, in 2019-20.2 The annual growth rate of assets held in
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HICs continued to increase after the outbreak of the pandemic (Figure 13). However, developing
countries hold less than 20% of global financial assets, valued at USD 469 trillion in 2020, yet these
countries represent 84% of the world’s population and 58% of global GDP. Only 5.7% of ODA-
eligible countries (8 out of 140), none of which are LICs, are included in reporting on financial
assets by the Financial Stability Board, evidence of a persistent barrier to deepening financial
markets in these countries.

Figure 13. During the COVID-19 pandemic, the growth rate of financial assets held in
developing countries declined or remained stagnant, but increased significantly in high-
income countries
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Note: The figure uses World Bank income categories.
Source: Authors based on Financial Stability Board (2021341), Global Monitoring Report on Non-Bank Financial Intermediation 2021,
https://www.fsb.org/2021/12/global-monitoring-report-on-non-bank-financial-intermediation-2021/.
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Sustainable finance in developed countries reached a new high despite the global
recession

COVID-19 was a wake-up call to public and private actors about the impact of non-financial
risk (i.e. global health) on financial performance. Investors recognise the need to reduce
sources of market volatility (e.g. climate change, social unrest, geopolitical instability, etc.) and
seize the related investment opportunities. Governments recognise that achieving the 1.5°C
objective in global temperature increase relative to pre-industrial levels will not be possible if growth
does not become more sustainable following the COVID-19 pandemic (Intergovernmental Panel
on Climate Change, 202235]). The cost of failing to align investment to the SDGs is also significant:
10% of global GDP could be lost without investment in gender equality, and the same for not
investing in biodiversity loss, or against violence and armed conflict (BlackRock, 20213g)).

Over the past few years, developed countries have launched a series of frameworks,
initiatives and stimulus packages to boost the recovery. Many of these initiatives, such as the
Biden administration’s proposed USD 1.9 trillion Build Back Better Act and the European Union’s
USD 2 trillion NextGenerationEU, include a focus on green investments and making societies more
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inclusive and resilient. The OECD is calling for a “quality” recovery that responds to four criteria:
strong, inclusive, green and resilient (OECD et al.,, 2021377). The EU has taken the lead in
establishing the Sustainable Finance Taxonomy Framework and regulation on sustainability-
related disclosures in the financial sector, to improve sustainability measurement and reporting.
The EU taxonomy, which includes mandatory reporting by investors, aims to strengthen the
sustainable finance market and shift investments where they can have greatest impact in support
of a low-carbon transition, social objectives and economic prosperity (Platform on Sustainable
Finance, 2022(3g)).

The supply of investment labelled “sustainable” has registered unprecedented growth
since 2018 in developed countries. Sustainability of business and finance has shifted from niche
concerns (e.g. fair trade, impact investment, corporate social responsibility projects) to the
mainstream. Total sustainable investment grew by 15% in just two years, from USD 30.7 trillion in
2018 to USD 35.3 trillion in 2020 (Figure 14).> Of the nearly USD 100 trillion total assets under
management in 2020 from institutional investors, asset managers and asset owners, sustainable
assets make up 35.9% (Global Sustainable Investment Alliance, 2021(39]). By recent estimates,
ESG assets could exceed USD 53 trillion globally by 2025, more than double the 2020 level
(Platform on Sustainable Finance, 2022j3s;). Out of the 120 stock exchanges tracked by the
Sustainable Stock Exchanges Initiative, 67 had published ESG reporting guidance for their listed
companies in 2021 (Sustainable Stock Exchanges Initiative, 202240).

Figure 14. Global sustainable investment in developed countries reached a new high in
2020 despite the global recession (USD trillion)
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Note: The figure is based on currency exchange using 2019 prices. Reporting entities include US SIF: The Forum for Sustainable and
Responsible Investment (US SIF), Japan Sustainable Investment Forum (JSIF), the Responsible Investment Association Canada
(RIA Canada) and the Responsible Investment Association Australasia (RIAA). “Global” sustainable investment data is comprised of
data reported by these entities. A regional comparison of growth rates is challenging due to a significant change in the definition of
sustainable investment such as the new EU anti-greenwashing rulebook which resulted in the removal of assets labelled sustainable
and contributed to the drop in European sustainable investment in 2018-20. Global Sustainable Investment Alliance reporting on
financial assets includes sustainable investments such as impact investing and positive, sustainability-themed, norms-based and
negative screening, ESG integration, and corporate engagement and shareholder action.

Source: Global Sustainable Investment Alliance (Global Sustainable Investment Alliance, 2021;39)), Global Sustainable Investment
Review 2020, http://www.gsi-alliance.org/wp-content/uploads/2021/08/GSIR-20201.pdf.
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However, the sustainability boom has not reduced the risk of an equity shortfall

Developing countries have yet to fully harness the benefits of the sustainability boom. About
97% of the estimated USD 1.7 trillion in total sustainable investment funds are held in HICs
(UNCTAD, 202113). All ODA-eligible countries account for less than 7% and LDCs for less than
1% of cumulative total GSSS bonds issued since 2014 (Figure 15). Access to climate or green
funds by SIDS and LDCs, which need them most, remained at 2% and 17%, respectively, between
2016 and 2020 (OECD, 20222)).

Broader access to sustainable finance in the poorest countries requires support for the
implementation of new regulations, standards and norms (UNCTAD, 202143). A significant
barrier to accessing sustainable finance is a country’s sovereign ESG score. The World Bank found
that about 90% of it can be explained by national income, which disadvantages the poorest
countries and those lacking accurate GDP data. It is estimated that 7% of the global economy is
missing from GDP data, mainly in developing countries with low national statistical office capacities
and large informal economies* (Ritchie, 20214;; OECD/ILO, 2019u5)). Evidence of the income bias,
while developed countries’ sovereign credit ratings remained stable throughout the COVID-19
crisis: more than 56% of rated African countries were downgraded in 2020, significantly above the
global average of 31.8% (Fofack, 2021s)).

Figure 15. Green social, sustainability and sustainability-linked bond issuances by HIC and
multilateral agencies have increased significantly (EUR billion)
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Note: Country classifications are based on the OECD Development Assistance Committee (DAC) ODA-eligibility list (2021).
Source: Authors’ calculations based on Luxembourg Stock Exchange (202147)), DataHub, https://Igxhub-premium.bourse.lu.
(OECD, 202214s])
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Soaring energy prices raise the value of stranded assets and threaten setbacks to clean
energy finance in developing countries. Commitments to divest from carbon-intensive sectors
were accelerating before Russia’s war against Ukraine, including commitments to end public export
guarantees for fossil fuel projects and DAC members’ commitment to end new ODA for unabated
international thermal coal power generation by the end of 2021 (OECD, 2021u9). Divestment
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decreases the value of assets by signalling a decrease in demand. As a result, clean energy
financing needs in developing countries could increase from USD 150 billion to USD 1 trillion by
the end of the 2020s, particularly for coal-fired power plants.® These countries hold 89% of the total
capital globally at risk of being stranded.® Nearly 50% of sub-Saharan Africa’s export value is
composed of fossil fuels, or roughly USD 120 billion in 2019 (World Bank Group, 2020s07). Without
decoupling CO2 emissions from economic growth, the CO2 emissions per capita in developing
countries could reach HIC levels in the next 70 years or by 20947 (Figure 16).

Figure 16. Based on current trajectories, the distribution of annual CO2 emissions per capita
will shift significantly (percent share of global emissions)
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Note: The figure shows annual CO2 emissions per person in HICs using the population in World Bank income categories in 2020. The
scenario of no climate action estimates CO2 emissions per capita if all countries reach emission levels equivalent to those of HICs in
2020, but it does not account for other factors such as the current rate of emissions growth, population growth, new climate policies,
technologies or mitigation strategies.

Source: Author adapted from Ritchie (2018;s1)), Global Inequalities in CO, Emissions, https://ourworldindata.org/co2-by-
income-region; Global Carbon Project (2022;52)), The Global ~ Carbon Project  (webpage),
https://www.globalcarbonproject.org/; World Bank (20223), World Development Indicators  (database),
https://databank.worldbank.org/source/world-development-indicators.
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The recovery will be neither sustainable nor resilient if the poorest are left behind

No single country can achieve SDG alignment as long as the risk of negative spillovers
exists in other countries (e.g. securing global value chains, limiting temperature increase,
tackling the refugee crisis, etc.). For example, driven by the war in Ukraine, global forced
displacement reached a historic high in 2022, with more than 100 million people displaced — more
than double the number in 2021 (UNHCR, 2021s4)). As official development finance is shifted to
address the growing refugee crises within donor countries’ borders, there is a risk that less
financing will be available to advance the SDGs in the poorest countries.
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Future crises increase the risk of a great divergence in the poorest countries. Developing
countries have contributed the least to climate change, yet they have lost 20-25% of cumulative
GDP per capita since the turn of the 21st century due to temperature increase, with low-income
countries (LICs) suffering the greatest losses (de Brandt, Jacolin and Lemaire, 2021(s5) As many
as 132 million people could be pushed into extreme poverty due to climate change by 2030 (Jafino
et al., 2020s¢)). LICs have experienced the highest GDP per capita losses due to their geographical
concentration in hotter climates, yet are the least prepared to carry out adaptation and the most
vulnerable to climate-related shocks. The war in Ukraine will worsen hunger and food insecurity,
particularly in LICs depending on agriculture, and thus most affected by temperature increases and
biodiversity loss.

Figure 17. Low-income countries suffered the greatest economic losses due to temperature
increase (percentage loss of GDP per capita annual growth)
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Note: A sustained one-degree Celsius temperature increase lowers real GDP per capita annual growth by 0.74 to 1.52 percentage
points, irrespective of levels of development. Country income groups are presented as an unweighted average of country-level data.
Income categories correspond to 2019 World Bank classifications.

Source: Authors adapted from de Brandt, Jacolin and Lemaire (2021ss), “Climate change in developing countries: Global warming
effects, transmission channels and adaptation policies”, https://publications.banque-
france.fr/sites/default/files/medias/documents/wp822_ 0.pdf.
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To achieve the equity objective of SDG alignment, more and better financing must be
allocated where the needs are greatest. While USD 18.2 trillion was spent on COVID-19
economic relief by March 2022, less than 1% was spent in support of developing countries (i.e.
USD 162.2 billion of bilateral ODA in 2020) ( (IEA, 2022;571) (WBG, 2022ss))). In 2020, total climate
finance mobilised and provided by developed countries to developing countries amounted to
USD 83.3 billion, an increase of 4% from 2019 (OECD, 2022(42)). This amount is less than the
annual total of USD 150 billion required in 2020 to fill the gap left by potentially stranded assets in
developing countries. African nations recently called for a tenfold increase in climate finance
commitments, from USD 100 billion in public climate finance to USD 1.3 trillion in public and private
finance annually, by 2030 (Rumney, 2021;59)) However, since the COVID-19 crisis, external
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financing by donors has been reallocated away from climate change adaptation in favour of
domestic emergency response (Richmond et al., 2021s0).

Constrained fiscal space and high debt levels mean that developing countries are forced to
choose between short-term costs or spending in support of long-term benefits. A paradox
emerges as financing needs increase in developing countries. On one hand, these countries must
mobilise more resources to build back better and invest in long-term climate resilience. For
example, financing for adaptation and resilience can generate large returns in terms of avoided
costs, as well as social and environmental benefits: for instance, global investments of
USD 1.8 trillion for these purposes could result in USD 7 trillion in savings from 2020 to 2030 (Tall
et al., 20211). On the other hand, such financing should not result in debt distress, nor be made
at the expense of investment in human capital and social protection (International Labour
Organization, 20212)). External financing solutions and instruments must be tailored to integrated
national financing strategies — for example grants, debt swaps, domestic savings and investment
among others — to ensure debt sustainability and long-term achievement of the SDGs.

Shifting just 1% of global financial assets could fill the SDG financing gap but this requires
engaging all public and private actors in the financial system. The 2021 Global Outlook and OECD-
UNDP Framework for SDG Aligned Finance call for mutually reinforcing actions in support of
alignment along the investment value chain (OECD, 2020s3) (OECD/UNDP, 2020j2). Achieving
the 2030 Agenda and the Paris Agreement demand collective action at home and in support of the
poorest countries. But a clear framework should guide actions along the SDG value chain, from
countries of origin to financial intermediaries, on to countries at greatest risk of divergence.

In pursuit of better and more sustainable global development outcomes, the SDG alignment
framework rests on two pillars: sustainability and equity. Both are needed to build resilience
(OECD, 202063)). They complement one another and are equally important:

1. To be sustainable, resources should avoid zero-sum trade-offs across the SDGs.
Investing in any one goal can represent an opportunity cost to invest in the other goals.
Resources should aim to promote a triple bottom line within the sustainability equilibrium —
that is, to leverage synergies across environmental, social and economic outcomes.
Although sustainable finance increased by 15% in 2018-20, totalling USD 35 trillion, it lacks
transparency and accountability for impact across the SDGs (i.e. SDG washing). Of the
USD 1.8 trillion of so-called sustainable bond issuances since 2014, 56% focused on
environmental goals, while only 18% targeted social objectives in areas such as quality
education, hunger, poverty and gender equality.?

2. Finance must be equitable to be sustainable. The “shift” in the trillions should reduce
inequalities in access to sustainable finance across countries, allowing for more efficient
management and prevention of global risks. The growing financing gap means developing
countries will have insufficient resources to address future shocks, e.g. rising temperatures,
value chain disruption, refugee influx, etc. Likewise, maximising positive transboundary
spillovers can help all countries reach the SDGs more quickly, including by reducing the
cost of progress at home. However, the sustainability boom is not yet benefitting HICs and
developing countries equally. Without new efforts to help the latter tap into the
opportunities, the sustainability boom could bypass the countries furthest behind, leaving
significant market gaps globally, with knock-on effects on the SDG financing gap.
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Step 1: Reinforce the “equity” pillar of SDG alignment

Without support from developed countries, developing countries will not benefit from the
sustainable finance boom, and a solution to containing the Great Divergence will be wasted.
Here are recommendations for action in support of countries at risk of divergence.

Support domestic resource mobilisation to avoid the fiscal and credit crunch in
developing countries

Support to domestic resource mobilisation (DRM) has increased, yet it falls short of
commitments to help developing countries strengthen their tax base and increase
tax compliance. Between 2015 and 2020, DAC members invested approximately
USD 1.9 billion in ODA for DRM, which corresponds to an average of USD 310 million per
year. Despite the progress made and according to the data reported in the Creditor
Reporting System, this is still far from the target set by the Addis Tax Initiative to double
ODA to DRM in the period 2015-2020 to USD 441.1million (2020s4).

Align support to national integrated financing strategies such as Medium-Term
Revenue Strategies to ensure that DRM targets SDG alignment. A study by the US
Agency for International Development (2016(s5]) found that rebuilding basic infrastructure,
restoring public service and introducing modern digital tax systems helps developing
countries, including fragile contexts, to improve revenue-to-GDP ratios.

Help developing countries implement country-led carbon pricing policies to
generate additional domestic revenue aligned to a just and sustainable transition.
While revenue potential varies across countries, developing countries on average could
generate revenue equivalent to about 1% of GDP if they set carbon rates on fossil fuels
equivalent to EUR 30 per tonne of CO2 (OECD, 2021ss)). In developing countries, where
70% of all employment is informal, carbon taxing is an important policy lever as direct taxes
on personal or corporate income are more challenging to collect (OECD/ILO, 20195)).

Strengthen support for debt-to-SDG swaps. A long-standing sustainable finance option,
debt-to-climate swaps allow bilateral and multilateral actors to carry out debt forgiveness
or restructuring with developing countries, freeing up financing for SDG action (Thomas
and Theokritoff, 202167;). For example, a debt swap worth USD 2.9 million between Italy
and the Philippines in 2012 had poverty reduction among its targets. This option is most
effective in countries not in debt distress and able to service their debt. Future efforts could
seek to engage the private sector in investing in climate change adaptation and mitigation
debt swaps, in exchange for carbon emission offsets.

Design a global framework to strengthen the transparency and accountability of
external debt financing. A global response to debt sustainability is required to avoid
situations in which debt forgiveness or restructuring from one creditor serves to finance
debt on harsher terms and conditions from another, and jeopardises the debt sustainability
of the borrower. For example, the OECD debt transparency initiative in LICs, with the
support of the United Kingdom government and the Institute of International Finance, aims
to provide greater transparency of creditors and borrowers in LICs to ensure debt
sustainability and reduce financing costs, particularly in the context of monetary policy
tightening that will result in a higher interest rate environment (OECD, 20226g)).
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Deepen domestic markets for sustainable finance and investment in countries
most in need

Build absorptive capacities in developing countries to create a pipeline of
sustainable finance projects. At least 527 public development banks (PDBs) and
development finance institutions (DFls) were identified as holding a combined total of more
than USD 13 trillion in financial assets (Xu, Marodon and Ru, 2021s9;). These multinational,
national and subnational actors play a key role to align finance in support of the SDGs,
including for climate change adaptation and resilience, gender equality, biodiversity, and
agriculture among other areas. However, guidance on good practices is needed to unlock
access to climate-related financing, and climate finance and services, notably in LDCs and
SIDS (Casado Asensio, Blaquier and Sedemund, 20227q)). One example is the support
provided by the Green Climate Fund in its work with PDBs and DFls in LDCs, SIDS and
other developing countries to strengthen investees’ operational efficiency and ESG
compliance (Glemarec, 202171)).

Promote the implementation of frameworks and policy reforms to align external
investment with the SDGs. Developing countries with clean energy policies are, on
average, seven times more likely to attract clean energy investment than those without
such policies. The FDI Qualities Policy Toolkit, launched in June 2022, provides a
framework for policy interventions to maximise the contribution of FDI to sustainable
development (OECD, 2022(77). Country-level implementations of these frameworks and
indicators, such as investment policy reviews and FDI Qualities reviews, seek to assist
governments in designing and implementing policy interventions to improve the investment
climate and attract sustainable investment. The 2020 investment policy review carried out
with Indonesia, for example, found that reducing regulatory restrictions on FDI could
significantly increase the stock of FDI by up to 85% (OECD, 2020;73)).

Deepen financial markets in developing countries, to create a buffer against future
shocks. Strengthening financial markets helps improve individual access to financial
services, increase financial reserves in times of crisis and lower financial services costs.
For example, the IMF Resilience and Sustainability Trust created in April 2022 aims to
channel special drawing rights (SDRs) (i.e. reserve assets housed in developed country
central banks) to support structural reforms in LICs and the most vulnerable MICs (e.g.
climate change and pandemic preparedness), while reducing risk to balance-of-payments
stability. Continued support is crucial to ensure equitable channelling of special drawing
rights, and build macro prudential stability, including through multilateral development
banks.

Promote peer-to-peer exchange and technical support to strengthen standards and
regulations, so as to build sustainable finance markets in developing countries at risk of
missing out. China and South Africa are among the only developing countries with an ESG
taxonomy, the latter only since April 2022. Just 25 of 60 developing countries’ stock
exchanges require ESG reporting (IEA, 202174)) Financial actors can help pool expertise
in support of better standards and regulations to improve the transparency and
accountability of sustainable finance markets. For example, the Luxembourg Green
Exchange is promoting sustainable finance on a global scale and builds capacity to address
market gaps for SDG financing in developing countries.
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Attract and monitor financing for development aligned to integrated national
financing strategies

Strengthen country-led integrated national financing strategies to better align
development finance with development priorities, including on climate and gender equality.
National financing strategies cover the full range of financing resources, support the
bridging of short- to longer-term planning, and reinforce transparency and collective
accountability. For example, Nigeria’s Integrated National Financing Framework (INFF)
process integrates a gender lens for all sources of financing.® This helps increase the return
on investment and fosters women-owned and led enterprises, workplace equality, and
products and jobs that improve the lives of women and girls (OECD, 2022(75)).

Help developing countries access affordable, neutral and quality advice on FSD,
aligned to integrated national financing strategies. The OECD, the UN Department of
Economic and Social Affairs, and the UN Development Programme launched the INFF
Facility in 2022 to help developing countries navigate the increasingly complex landscape
of financing instruments. Pooled advisory services could also help developing countries
gain access to global funds and innovative instruments that limit the risk of debt distress.

Explore the use of innovative instruments, including investment based on results, to
mitigate risk and attract external resources aligned to the SDGs. Several sovereign
developing country issuers have recently developed sustainability bonds, a form of results-
based financial instrument. Benin launched a USD 500 million SDG bond programme in
2021, the first SDG bond issuance in Africa, with investment grade ratings by Moody’s and
Standard & Poor’s (Ministry of Economy and Finance of Benin, 2022r7¢)). The UN
Sustainable Development Solutions Network will monitor the SDG impact of the bond
proceeds and Moody’s will assess ESG ratings. Nearly 75% of funds are allocated in
support of social goods such as education, housing and health-related SDGs.

For innovative and blended finance to be effective, their SDG impact must be better
measured and managed. In addition to labelling, standards and frameworks are needed
to ensure comparability across measures of development performance. For example, in
2020, 92% of funds and facilities aligned results-based measures with the International
Financial Corporation performance standards which helps to improve management of
performance metrics. The OECD-UNDP Impact Standards for Financing Sustainable
Development (IS-FSD), adopted by the DAC in March 2021, further encourage a shift away
from metrics and reporting, to embedding positive and negative impact considerations in
the strategy, management approach and governance of an organisation (OECD/UNDP,
202177).

Step 2: Promote collective action along the investment value chain

SDG alignment of financing will largely depend on domestic policies in developed
countries. Since financial assets are concentrated there, it falls to them to strengthen standards,
regulations, policies and other incentives to improve risk management, prevent SDG-washing, and
ensure that domestic policies avoid negative spillovers on FSD across borders. Here are
recommendations, illustrated by best practices, to ensure an integrated approach across
developed country governments and financial intermediaries.
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Strengthen financial risk management standards and incentives, including risk
perception criteria and ratings aligned to the SDGs

Working with asset managers, DFIs and other institutional investors, donors can
help reduce real and perceived financial risk in developing countries, and better
target blended finance risk mitigation instruments. New types of collaborative and
private sector-led public-private models, such as BlackRock’s Climate Finance Partnership
(with the Agence francaise de développement, KW and the Japan Bank for International
Cooperation), seek to remove bottlenecks between institutional investors and DFlIs to
mobilise financing for climate infrastructure in developing countries (BlackRock, 2021s)).

Developed countries can work with credit rating agencies (CRAs) to enhance the
transparency of sovereign credit ratings and create incentives to integrate long-term
SDG rating criteria. Developed countries can help revamp current sovereign ratings and
investment models by integrating SDG progress as a key indicator. A higher sovereign
credit rating score should be provided to encourage investment in countries making
demonstrable efforts towards the SDGs. Criteria related to a country’s long-term
sustainability and SDG progress, such as indicators related to ESG ratings, are material to
a country’s credit rating (Figure 18). However, to date, only one CRA, Scope GmbH,
includes ESG criteria as a standalone category (weighted at 20% of the total score) in its
assessments (Gratcheva et al., 20227q)). Over 170 investors (with nearly USD 40 ftrillion in
collective assets under management) and 27 CRAs support the UN Principles for
Responsible Investment initiative to integrate ESG into credit ratings (UN, 2022(s0]). More
work is required to ensure more granular reporting and disclosure of ESG ratings.

Figure 18. Move toward credit rating criteria with a forward-looking SDG horizon
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Source: Authors’ adapted from Gratcheva et al. (20227q), Credit Worthy: ESG Factors and Sovereign Credit Ratings,
https://openknowledge.worldbank.org/handle/10986/36866.
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Implement regulations to avoid green- and SDG-washing

Working with the multilateral system, developed countries can help improve the
interoperability of sustainability standards. Interoperability of standards and co-
ordination of regulatory policy tools ensure a fair global playing field, and comparability
across financial and capital markets. The Global Reporting Initiative and the International
Financial Reporting Standards Foundation have also announced plans to co-ordinate and
align their capital market and multi-stakeholder standards for sustainability disclosures. To
advance co-ordination with the private sector, the OECD ESG Risk Policy Framework in
2023 will identify inefficient market practices and policies with the goal of better aligning
capital flows with sustainable and climate-resilient growth.

Link ESG and SDG key performance indicators to direct financing towards SDG
impact. Comparable data and standards that make sense to the private sector are needed
to avoid green washing and SDG-washing. For example, the European Commission’s draft
Corporate Sustainability Reporting Directive draws from both the SDGs and the Paris
Agreement to establish a set of targets and indicators to achieve impact in support of
sustainable development. With its adoption, EU sustainability reporting standards will
become mandatory for a broader set of companies requiring double materiality assessment
and ESG reporting (European Commission, 2021s1))

Donors can step up support for responsible business conduct. Promotion of voluntary
and mandatory compliance and disclosure of private sector activities, including financial
sector activities, can help achieve meaningful impact for people and planet along the value
chain. The OECD FDI Qualities Guide for Development Co-operation will be launched in
2022 and seeks to provides specific guidance to donors and other development co-
operation actors on strengthening the role of development co-operation in mobilising FDI
and enhancing its positive impact in developing countries (OECD, forthcomingsz).

Developed countries and their financial intermediaries should advocate for the 1%
SDG Alignment Club, which advocates for 1% of global private sector capital to be put
towards investments that directly promote SDGs in developing countries (Alam, 2021s3)).
For example, J.P. Morgan’s DFI launched in 2020, in collaboration with the International
Finance Corporation, has introduced portfolio allocation criteria that require client countries
to meet geographical targets based on the World Bank-eligible borrowing country lists (i.e.
International Development Association, International Bank for Reconstruction and
Development, or blend countries) to spur capital in favour of financing in frontier and
emerging markets (J.P. Morgan Development Finance Institution, 2022js4)). It mobilised
USD 124 billion with sustainable development impact in 2021 (J.P. Morgan, 2021ss)).

Promote coherent domestic and external policies for financing sustainable
development

Strengthen international co-operation to achieve a framework for a low-carbon
transition globally. Carbon pricing can support a green recovery by shifting investment
incentives and boosting public revenue, if designed in a progressive manner. However,
currently some 60% of energy-related CO2 emissions remain unpriced and some of the
most polluting fuels remain among the lowest priced (OECD, forthcoming, 2022;se)).
International co-operation is essential to strengthen the market and ensure a just
redistribution of resources for a low-carbon transition in developing countries.

Support international co-operation on tax matters to strengthen fairer resource

distribution, including to the benefit of the poorest countries. The two-pillar solution
to taxation of the digitalising economy is a major breakthrough, including 60 developing
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countries, that provides more effective taxation of enterprises. The global minimum tax (part
of Pillar Two) provides a floor for international tax competition as well as new impetus for
countries to review their tax incentives and eliminate those that are wasteful. The standards
on base erosion and profit shifting, exchange of information and value-added tax on e-
commerce all have potential benefits for developing countries. Pillar One is expected to
help reallocate more than USD 125 billion of profit to market jurisdictions each year. Pillar
Two is expected to generate about USD 150 billion in additional annual tax revenues
globally (OECD, 2021s7). Technical assistance is required for both legislative and
administrative implementation of such international standards.
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Notes

11t should be noted that these studies on financing needs in LICs were published prior Russia’s
war against Ukraine and did not take into account the additional financing needs the war will
engender.

2 Stock-based measures capture fluctuations in the value of financial assets held by actors such
as banks, central banks, financial auxiliaries, insurance corporations, other financial intermediaries,
pension funds and public financial institutions. Asset valuations are counted in the measure of
stocks or asset purchases rather than as a flow-based measure.

3 It should be noted that the Global Sustainable Investment Alliance figures include an aggregation
of amounts of sustainable investment reported by regions and that regions use a variety of different
methodologies.

41n 2019, informal employment represented on average 63% of employment in African countries.
In 15 African countries, more than 80% of employment was informal employment.

5 The International Energy Agency defines stranded assets as “those investments which have
already been made, though at a point in time prior to the end of their economic life (as assumed at
the investment decision point), are seen to no longer earn economic returns as a result of changes
in the market and regulatory environment brought about by climate policy”.

6 The figure reflects World Bank estimates. Costs would include the remaining financial value of
the asset (although the economic value would be lower), the costs of decommissioning coal-fired
power plants, and the costs of social and job dislocation. These will be country specific and require
further analysis and specification; estimates vary widely.

7 The median time lag for GDP per capita in developing countries to reach high-income country
levels of GDP per capita was estimated in 2020 to be 74 years. For more information, see
https://doi.org/10.1007/s11205-020-02488-4.

8 These are author’s calculations based on the Luxembourg Stock Exchange DataHub at
https://lgxhub-premium.bourse.lu.

9 The INFF concept was first introduced with the adoption of the Addis Ababa Action Agenda in
2015.
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