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1. Introduction 

 

 

The group of countries in special 

situations (CSS)1 comprises least 

developed countries (LDCs), landlocked 

developing countries (LLDCs) and small 

island developing States (SIDS). They 

include some of the most vulnerable 

member States of the United Nations. 

Their economies are marked by 

persistent structural development 

challenges, fluctuating economic growth 

and heavy dependence on a limited 

number of commodities or low wage 

manufactured products for export 

earnings. They are also home to more 

than 400 million people. 

LDCs represent the poorest and most 

vulnerable segment of the international 

community, often with a relatively weak 

production structure, combined with 

limited market access and high 

vulnerability to economic, 

environmental and other exogenous 

shocks. LLDCs face additional 

challenges due to their remoteness, no 

direct territorial access to the sea and 

significant distance from world markets, 

which result in higher logistics and 

international trade costs. SIDS' 

geographical location and climate 

 
1 At the beginning of the project, this group of countries was named as ‘countries with special needs’ (CSN). 

However, since January 2021, the group was renamed as ‘countries in special situations’ (CSS). This 

decision followed the creation of a new section on countries in special situations, overseen by the Office of 

the Executive Secretary of ESCAP. By elevating the coordination of this work, ESCAP expects to 

strengthen the implementation of the 2030 Agenda, while mitigating the socioeconomic impact of the 

COVID-19 pandemic (United Nations, 2020, section 19.5).  

profiles make them particularly 

vulnerable to the extreme impacts of 

climate change, as they face severe crises 

from recurrent natural disasters.  

To overcome these multiple challenges 

and constraints, significant financial 

resources are required to support 

inclusive growth and sustainable 

development in the CSS. According to 

ESCAP (2019) research and analysis, the 

group's financing requirements are 

tremendous, and could cost an additional 

5 per cent of combined GDP per year, or 

USD 1.5 trillion per year, to pursue the 

2030 Agenda for Sustainable 

Development and the associated 

Sustainable Development Goals (SDGs), 

spanning: infrastructure, universal 

access to social protection, health and 

education and climate change mitigation 

and adaptation measures. These needs 

are considerably higher for LDCs and 

SIDS, at around 15 to 20 per cent of their 

respective combined GDPs, and are 

expected to increase further due to the 

COVID-19 pandemic's impact. 

While mobilizing the necessary 

resources is still a major hurdle, 
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financing these needs is 

disproportionately large in the CSS 

group, particularly for LDCs and SIDS. 

In this context, specific programmes 

were enacted by the United Nations to 

help these three vulnerable groups of 

countries. They include: the Istanbul 

Programme of Action for LDCs (IPoA, 

2011-2020), the Vienna Programme of 

Action for LLDCs (VPoA, 2014- 2024), 

and the SAMOA Pathway for SIDS 

(SAMOA Pathway, 2014-2024). While 

many of these interventions have had a 

positive impact, a combination of 

economic, environmental and social 

issues remains apparent, and yet broadly 

obscured from global attention. 

ESCAP's multi-year project Supporting 

the countries with special needs in Asia-

Pacific in meeting the challenge of 

resource mobilization for achieving the 

2030 Agenda for Sustainable 

Development, and hereafter referred to as 

'the project,’ aimed to address some of 

these issues. Initiated in March 2018, the 

project focused on enabling member 

States to: (i) better allocate and utilize 

existing resources; and (ii) identify 

additional and innovative financing 

sources and mobilize them efficiently for 

sustainable development. During the 

four years of implementation, 23 studies 

were prepared, and 16 workshops were 

conducted to achieve these two 

objectives (find their details in Annexes 

1 and 2). These activities promoted 

capacity building in the three-country 

groups (i.e., LDCs, LLDCs and SIDS) 

and particularly in the three focus 

countries of Bhutan, Cambodia, and 

Vanuatu, to which the project gave 

special attention. The project also 

supported activities in Bangladesh and 

Tajikistan in 2021. 

The purpose of this note is to briefly 

report on the project's motivation, 

strategies and achievements. It 

particularly focuses on the latter of these, 

summarizing the main findings and 

recommendations of the various 

knowledge products produced under the 

project, and seeks to provide a concise 

menu of options to better mobilize 

financial resources in CSS.  

This note is divided into five sections. 

After this introduction, the second 

section provides a brief background on 

the financing needs of the CSS, 

highlighting the necessity to improve 

resource mobilization in the region. The 

third section describes the project itself, 

drawing on its relevance and objectives, 

as well as a timeline of activities 

undertaken. Before concluding, the 

fourth section focuses on the three main 

policy recommendations from the 

project aimed at strengthening: (i) capital 

markets; (ii) digital solutions; and (iii) 

climate finance.  
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2. Macro-level review on the financing needs and 

resource mobilization of countries in special 

situations 

 

 

The economies of countries in special 

situations (comprising LDCs, LLDCs 

and SIDS, as figure 1 shows) are 

typically marked by: (i) persistent 

structural development challenges; (ii) 

fluctuating economic growth; and (iii) a 

heavy dependence on a limited number 

of commodities or low wage 

manufactured products for export 

earnings. For LDCs, this vulnerability is 

exacerbated by concerns of preferential 

trade reduction and shrinking ODA after 

graduation to developing country status. 

For LLDCs, the relatively small market 

size, high transit and international trade 

costs, and a high degree of dependency 

on neighbouring countries adds to their 

economic challenges. And for SIDS, this 

vulnerability is further exacerbated by 

climate change impacts, such as rising 

sea levels, biodiversity loss, ocean 

acidification, and extreme weather 

patterns (e.g., cyclones and flooding, 

etc.).   

These structural challenges have only 

been compounded by the COVID-19 

pandemic, which has posed extra 

burdens for the CSS group of countries 

and hindered progress towards achieving 

the SDGs by 2030. To address these 

challenges and efficiently pursue the 

2030 Agenda, the region requires 

significant financial resources, 

especially for infrastructure, universal 

access to social protection, health and 

education and climate change mitigation 

and adaptation measures. 
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Figure 1: Countries in special situations in Asia and the Pacific 

 

Source: Countries in special situation's ESCAP website2. 

 

The eleven LDCs in the Asia-Pacific 

region require significant financial 

resources to combat hunger, ensure food 

security, improve healthcare, education, 

water and sanitation infrastructure, and 

enact further social programmes to 

alleviate poverty and create social safety 

nets. The small island LDCs need to 

invest even more to address their high 

vulnerability to climate change (ESCAP, 

2019).  

Besides such resource mobilization 

difficulties, LDCs in the region may face 

additional challenges when graduating to 

developing country status. Bhutan's 12th 

five-year development plan (FY2019-

FY2023) estimated financing needs of 

26 per cent of GDP annually to guarantee 

successful graduation and smooth 

transition in 2023. This is essentially 

because, with the graduation from LDC 

status, grant funding from development 

partners will be expected to phase out, 

and access to concessional finance will 

become more constrained. Therefore, 

 
2 Available at: https://www.unescap.org/our-work/countries-special-situations. 

after graduation, greater financial 

resources are also needed to maintain 

fiscal and external balances, once the 

country is no longer eligible to receive 

LDC-specific support measures (Dorij, 

2018). (For example, Bangladesh, Lao 

People’s Democratic Republic and 

Nepal are expected to graduate in 2026.)   

In this context, LDCs need to assess their 

financing needs in the immediate post-

graduation period carefully. Graduation 

can affect development financing, as: (i) 

external financial flows may decline or 

become more expensive, thereby raising 

the debt burden; and (ii) privileged 

access to key export markets is phased 

out. For example, under the EU's 

'everything but arms' arrangement, 

goods from eligible LDCs face non-

import tariffs or quota restrictions. 

Therefore, to compensate for these losses 

after graduation, a sound financing 

strategy that assesses financing gaps and 

alternative finance flows (e.g., in terms 

of foreign direct investment (FDI) 
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inflows, export earnings, product and 

market diversification, inward 

remittances, tourism revenues, as well as 

domestic resource mobilization 

challenges and options) needs to be in 

place.  

However, Vanuatu's post-graduation 

resource mobilization strategy required 

no short to medium-term adaptation, as 

there were no risks posed to domestic 

revenues or its trade agreements. 

Nevertheless, in the long-term, Vanuatu 

might have to gradually alter its fiscal 

regime, shifting its tax base away from 

goods, where it has little comparative 

advantage, and towards services. This 

will largely depend on upcoming trade 

discussions, although it would make 

sense to formulate a strategy to guarantee 

compensatory revenues and minimize 

the risks in advance (Dorij, 2018; 

Murshid, 2018; Soni, 2019). 

The geographical disadvantages and 

remoteness of LLDCs typically lead to 

high transportation costs, which 

negatively impacts their price 

competitiveness in export markets and 

the cost of imported products, thereby 

creating a further barrier to economic 

development. To tackle these challenges, 

financing in infrastructure – spanning 

transport, energy, water and sanitation 

and information and communication 

technology (ICT) – is needed. But while 

the need for infrastructure financing is 

common to all 12 LLDCs in the Asia-

Pacific region, the relative size of the 

funding gap for infrastructure 

development tends to vary quite 

considerably. For example, the largest 

volume of financing infrastructure 

annually – 28.8 per cent of GDP - is 

needed in Afghanistan, while 

Azerbaijan's financing needs amount to 

2.5 per cent of GDP (figure 2). Overall, 

LLDCs need to spend an average of 

around 4.3 per cent of GDP for financing 

infrastructure – 1.5 per cent of GDP for 

transport, 1.4 per cent for energy, 0.7 per 

cent for ICT and 0.6 per cent of GDP for 

water sewage and sanitation 

(Gogoberidze, 2018). 

 

Figure 2: Annual infrastructure financing needs in LLDCs, as % of GDP (2018-2030) 

 

Source: Brauchoux, Fang and Tateno (2018).  
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SIDS, on the other hand, are 

characterized by a high degree of 

economic vulnerability due to their 

remoteness and the relatively small size 

of their economies, often with a heavy 

dependence on just a few business 

sectors, such as tourism, agriculture and 

fisheries. These vulnerabilities are 

further exacerbated by the frequency 

(and occasional intensity) of climate 

change-induced natural disasters. As a 

consequence, some SIDS are in 

perpetual 'recovery and rebuild' mode, 

which directly impacts not only their 

development trajectory, but in some 

cases their very existence (Samuwai, 

2021).  

SIDS in Asia and the Pacific require a 

significant amount of financing to meet 

their development goals and mitigate the 

impact of climate change. Achieving 

higher levels of economic development 

requires continued investment by both 

the public and private sectors to drive 

capital accumulation, technological 

innovation, structural transformation, 

and overall productivity growth. 

Significant financial resources are also 

needed to meet the nationally determined 

contributions (NDCs)3 ambitions of 

limiting global temperature rise to 1.5°C 

(table 1). Moreover, most Asia-Pacific 

SIDS have urgent short-term projects 

that improve poor living standards and 

rebuild infrastructure damaged by 

previous natural disasters (Robertson, 

2018). 

Given Asia-Pacific SIDS' inherent 

limitations, government finances alone 

cannot meet the funding required for 

sustainable development initiatives. 

Furthermore, foreign resources are often 

not enough, since the global financing 

flows are not tailored to SIDS' needs. For 

example, while SIDS largely need 

climate adaptation initiatives to adjust to 

the current and future effects of climate 

change, 93 per cent of global climate 

finance flows are oriented towards 

climate mitigation, focusing on making 

the impacts of climate change less 

severe. The latter, therefore, is not so 

relevant to SIDS, as this group of 

countries already face the severe impacts 

of climate change and need more 

assertive (triage-like) solutions rather 

than initiatives to prevent or reduce the 

emission of greenhouse gases (GHG) 

into the atmosphere. Further, only 4 per 

cent of climate finance channelled to the 

Asia-Pacific region is currently accessed 

by the SIDS, which is insufficient to 

meet their needs (table 1) (Samuwai, 

2021). 

 

 

 

 

 
3 Nationally determined contributions (NDCs) are each country’s climate actions to reduce national 

emissions and adapt to the impacts of climate change. Together, these climate actions determine whether 

the world will achieve the long-term goals of the Paris Agreement, by undertaking rapid reductions in 

greenhouse gases, in accordance with the best available science, so as to achieve a balance between 

anthropogenic emissions (UNFCC, 2015). 
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Table 1: Indicative figures of the climate finance needs of NDCs 

Pacific SIDS that have 

costed NDCs 

Amount accessed (USD) 

2010-2014 

NDC conditional amount 

(USD) till 2025*/ 2030 

Fiji 32 million 1.67 billion 

Nauru 5 million 50 million 

Palau 6 million 5.5 million* 

Vanuatu 49 million 429.7 million 

Solomon 42 million 200 million 

Source: Samuwai (2021). 

 

Besides these macro-level financing 

needs, CSS also need considerable 

financial resources at the micro-level, 

particularly regarding the micro, small 

and medium-sized enterprises (MSMEs) 

sector. MSMEs are often described as 

the 'engine of growth' for emerging 

economies from the perspective of 

employment and income generation, as 

well as business innovation (ESCAP, 

2021). The UN estimates that MSMEs 

constitute 90 per cent of global 

businesses and account for 60 per cent to 

70 per cent of global employment 

(Madan, 2020). Despite their 

importance, insufficient access to 

finance has been recognized as a major 

hurdle in their development and growth. 

The finance gap for MSMEs in the LDCs 

is particularly pronounced. For example, 

it is estimated that 87 per cent and 67 per 

cent of potential demand by MSMEs for 

finance in Cambodia and Bangladesh, 

 
4 The potential demand figures here denote the amount of financing that MSMEs would need, and financial 

institutions would be able to supply if they operated in an improved institutional, regulatory and 

macroeconomic environment. For example, in Bangladesh, the estimated demand for finance amongst 

MSMEs is USD 57 billion. However, only 33 per cent (USD 19 billion) of this demand is currently met by 

financial institutions. The finance gap is, therefore, estimated at USD 39 billion (67 per cent of potential 

demand). 

respectively, is being met by financial 

institutions.4 In terms of the level of 

constraints in Cambodia, 25 per cent of 

small and medium-sized enterprises 

(SMEs) and 22 per cent of micro-

enterprises are not able to achieve their 

financial needs. In Bangladesh, over a 

third of SMEs (32 per cent) and micro-

enterprises (40 per cent) report being 

fully constrained in terms of their access 

to finance (Madan, 2020). For four 

LLDCs – Afghanistan, Kazakhstan, 

Kyrgyzstan and the Lao PDR – MSMEs' 

financing needs exceed 20 per cent of 

GDP. Kazakhstan presents the largest 

gap between supply and demand of 

financial resources (26 per cent of GDP; 

or more than USD 47 billion), while the 

lowest gap is identified in Bhutan (5 per 

cent of GDP, at around USD 91 million). 

On average, MSMEs' financing needs 

for the twelve LLDCs is about 17 per 

cent of GDP, worth USD 7,453 billion 

(see table 2).  



Table 2: MSME financing needs and gaps in LLDCs in 2017 

LLDCs 

 
 

MSME finance 

gap (% of 

GDP) 

Current supply 

of MSME 

finance (USD 

million) 

Potential 

demand for 

MSME finance 

(USD million) 

MSME 

finance gap 

(USD million) 

Afghanistan 24 32 4,723 4,691 

Armenia 11 1,266 2,411 1,145 

Azerbaijan 13 6,895 13,700 6,805 

Bhutan 5 192 284 91 

Kazakhstan 26 9,510 56,581 47,071 

Kyrgyzstan 21 92 1,496 1,404 

Lao PDR 21 439 3,048 2,609 

Mongolia 11 699 1,992 1,293 

Nepal 17 731 4,332 3,601 

Tajikistan 18 240 1,691 1,452 

Turkmenistan N/A N/A N/A N/A 

Uzbekistan 18 1,732 13,522 11,790 

Total  21,828 103,779 81,984 

Average 17 1,984 9,434 7,453 

East Asia-Pacific 18 2,754,833 5,142,496 2,387,352 

Sources: IFC (2017) and MSME Finance Gap5. 

Notes: The MSME finance gap is estimated as the difference between current supply and potential demand that financial 

institutions can address. The current supply is the existing supply of MSME finance collected from the IMF's Financial 

Access Survey (FAS), and the OECD's SME Scorecard, or, when not available, calculated as MSME Lending = 

α{MSME} + β{Macro} + γ{Banking} + η. The potential demand expresses the amount of financing that MSMEs 

would need and financial institutions would supply if they operated in an improved institutional, regulatory and 

macroeconomic environment. The GDP considered is from 2015.  

 

For the SIDS, the MSME finance gap is 

also significant. For example, in Tonga 

and Timor-Leste, the finance gap is as 

high as 38 per cent and 32 per cent of 

GDP, respectively. For other countries – 

such as Fiji, Micronesia (Federated 

States of), Vanuatu and the Solomon 

Islands – the finance gap is lower, but 

 
5 Available at: https://www.smefinanceforum.org/data-sites/msme-finance-gap.  

6 Ibid. 

still significant, reaching 25 per cent, 24 

per cent, 17 per cent and 15 per cent of 

GDP, respectively6. In this scenario, 

policymakers must implement initiatives 

to solve both supply and demand finance 

constraints to increase MSMEs' financial 

inclusion and accelerate their growth 

(Gogoberidze, 2018; Madan, 2020). 

https://www.smefinanceforum.org/data-sites/msme-finance-gap
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As these financing needs are 

disproportionately large, relative to the 

size of their economies, the Addis Ababa 

Action Agenda of the Third International 

Conference on Financing for 

Development (AAAA) recognized that 

the CSS group would need enhanced 

financing support to pursue the SDGs 

effectively. ESCAP's Economic and 

Social Survey of Asia and Pacific 2017: 

Governance and Fiscal Management 

and Asia-Pacific Countries with Special 

Needs Development Report 2017: 

Investing in infrastructure for an 

inclusive and sustainable future also 

underscored the importance of 

appropriate financing policies, combined 

with domestic and international support 

measures, to enhance the prospects of 

raising financial resources for 

sustainable development (ESCAP, 

2017a; 2017b).  

To improve resource mobilization for 

sustainable development, financing 

policies must be multi-dimensional and 

tailored to meet each country’s 

circumstances. On the government side, 

actions should include mobilizing more 

substantial budgetary revenues through 

tax reform – particularly in countries that 

are not rich in natural resources – and 

improved tax administration. In many 

countries, there is also scope for 

attracting more FDI, both in connection 

with public infrastructure and private 

investment, as well as strengthening the 

role of capital markets, digital finance 

and digital solutions, and climate 

finance, which can be feasible methods 

for mobilizing extra financial resources. 

Some countries have focused on 

improving tax collection and 

administration. Cambodia, for example, 

has carried out a series of reforms in its 

fiscal policy to make taxation more 

significant and equitable. With the 

Industrial Development Policy 2015–

2025 implemented by the Royal 

Government of Cambodia (RGC), 

Cambodia has made remarkable 

progress in revenue collection, with 

fiscal revenues rising from less than 10 

per cent of GDP in 2009 to an estimated 

18 per cent of GDP in 2019. Although 

Cambodia still relies heavily on 

regressive tax sources (VAT accounted 

for 61 per cent of total tax revenues in 

2017), new progressive taxes have been 

implemented to increase resource 

mobilization (Veara, 2019). 

 

Box 1 – Cambodia’s progressive taxes 

Cambodia has implemented a progressive tax on profit regime, together with other incentives, 

to increase collection and develop a more formalized economy. Rather than a flat 20 per cent 

company profit tax, the Cambodian progressive tax fluctuates in proportion to the scale of 

profit. Profit tiers were also updated to reduce the small taxpayers' obligations further and 

encourage them to register formally. Moreover, Cambodia's new regime provided incentives 

to SMEs operating in Cambodia's priority sectors, such as: (i) an exemption from Tax on 

Income for three to five years7 for newly registered enterprises or from the date of tax 

 
7 The exemption is longer (five years) if enterprises meet one of the following criteria: (a) the enterprise 

uses at least 60 per cent local raw materials, (b) the enterprise increases its number of employees by 20 per 

cent; or (c) the enterprise is located in the SME Cluster zone. 
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registration update for existing enterprises; (ii) an exemption from the monthly 1 per cent Pre-

payment of Tax on Income and annual Minimum Tax during the Tax on Income exemption 

period; and (iii) incentives for deductible expenditures such as a 200 per cent weighted tax-

deductible expense for IT-based accounting software and training and staff technical training; 

and/or a 150 per cent weighted tax-deductible expense for equipment or new technology used 

to increase productivity (Royal Government of Cambodia, 2018). 

Along with these new progressive tax rates, a tax on salary bracket for employees was also 

implemented. Like the progressive tax rates on corporate profits, the new Tax on Salary rates 

aims to alleviate the tax burdens on the lowest earners, respecting the equity principle (see table 

3). The enterprise is obliged to withhold tax before paying wages and pay this tax to the tax 

authorities by the 20th of the month following the month in which the salary was paid. In 

addition to the tax on salary, taxation from income, capital gains and property could be 

employed to enhance mobilization, as well as reduce inequality (Veara, 2018, 2019). 

Table 3: Tax on salaries, from 2019 

Monthly salary (KHR) Rate 

0 to 1,3000,000 0% 

1,3000,001 to 2,000,000 5% 

2,000,001 to 8,500,000 10% 

8,500,001 to 12,500,000 15% 

Over 12,500,000 20% 

Sources: Veara (2019) and General Department of Taxation (2019)8. 

 

Another approach is to enhance the 

business enabling environment to 

improve the country's attractiveness for 

FDI inflows. Governments can take 

various actions to improve their level of 

attraction to FDI, such as: (i) provide 

easily accessible, consistent and reliable 

economic data to assist investors in 

forecasting financial gains; (ii) 

implement reforms that decrease 

administrative barriers and costs; (iii) 

improve tax and customs policy and 

administration; iv) streamline public 

services and improve the regulatory 

framework. Countries can also seek to 

develop their ICT infrastructure, which 

 
8 Available at: http://www.tax.gov.kh/en/btos.php, or 

https://taxsummaries.pwc.com/cambodia/individual/taxes-on-personal-income. 

is necessary for investors to operate, and 

establish effective public-private 

partnership (PPP) mechanisms to attract 

FDI in strategic and priority economic 

sectors (Gogoberidze, 2018).  

Nonetheless, FDI is contingent not only 

on a highly competitive process to lure 

new investors, but investors also need to 

see that success is rewarded (typically 

measured in terms of the anticipated risk-

adjusted rate of return of investing in this 

country, relative to other potential host 

countries), and that the existing business 

environment is conducive to growth. 

This means that governments need a dual 

focus on promoting domestic investment 



11 
 

and FDI towards development-oriented 

activities that can create decent 

employment and income-generating 

opportunities through long-term 

reinvestment rather than a short-term 

focus on profits (Brien, 2019). 

Therefore, when setting up a strategy for 

FDI attraction, it is essential to consider 

the quality of FDI flows that a country 

aims to attract. This issue highlights the 

importance of robust policies and 

regulatory framework to guide FDI 

flows towards high priority areas of 

sustainable development, and/or connect 

these investments with outcomes aligned 

with national economic development 

interests (Robertson, 2018).  

Despite the existence of multiple 

strategies, many CSS lack sufficient 

technical and institutional capacities to 

ensure the effective allocation and 

utilization of existing resources. They 

may also lack the capacity to identify and 

formulate specific forward-looking 

policies, and tailored strategies that 

could enable them to mobilize additional 

financial resources to effectively pursue 

the 2030 Agenda and their respective 

global programmes of action. In this 

context, this resource mobilization 

project – Supporting the countries with 

special needs in Asia-Pacific in meeting 

the challenge of resource mobilization 

for achieving the 2030 Agenda for 

Sustainable Development – was created.  
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3. ESCAP resource mobilization project in countries 

in special situations 

 

 

The project Supporting the countries 

with special needs in Asia-Pacific in 

meeting the challenge of resource 

mobilization for achieving the 2030 

Agenda for Sustainable Development 

aimed to support CSS to bridge the 

substantial financing gap highlighted in 

the previous section. The project was an 

ESCAP initiative founded by the United 

Nations secretariat's regular budget, and 

co-managed by the Macroeconomic 

Policy and Financing for Development 

Division and Countries in Special 

Situations Section, that started in March 

2018 and concluded in December 2021.  

The project focused on CSS country 

groups (LDCs, LLDCs and SIDS), 

particularly in three selected countries 

(Bhutan, Cambodia, and Vanuatu) that 

were chosen based on their development 

status, financing for development agenda 

and demand for resource mobilization 

support. The project also funded 

activities in and for Bangladesh and 

Tajikistan in 2021. The project had two 

goals: (i) increase policymakers' 

capacities to allocate and utilize existing 

resources more effectively; and (ii) 

identify and formulate forward-looking 

policies and strategies to mobilize 

additional financing in target CSS 

countries.  

The project followed three 

implementation components. First, the 

project undertook primary diagnosis and 

analytical work to identify financing 

needs and development trends in 

different country groups and the three 

focused countries. This enabled 

policymakers to better understand the 

current situation and revisit national 

planning strategies to better use existing 

financial resources. Analytical work was 

also required to: (i) evaluate how 

additional financial resources can be 

effectively utilized to meet ever-growing 

financing requirements of the CSS; and 

(ii) formulate and/or implement forward-

looking policies and strategies to 

mobilize additional financial resources. 

Therefore, the first diagnostic 

background materials serve as a robust 

platform for more focused policy papers 

later. During the four years of 

implementation, a total of 23 studies 

were produced aiming to ensure 

effective allocation and utilization of 

existing and additional resources to 

overcome structural transformation 

challenges. 

Secondly, the project organized 16 

national and group-specific capacity-

building workshops to increase 

policymakers' capacity in selected CSS 

to identify gaps and assess policies to 
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allocate and utilize existing financial 

resources for sustainable development 

more effectively. Besides presenting 

analytical reports and studies, the 

workshops were also venues to share 

CSS group-specific and sub-regional 

experiences of good practices in 

designing and formulating resource 

mobilization policies and strategies. 

Thirdly, the project leveraged several 

existing networking platforms (e.g., 

ARTNet and SDG Community 

Practices) and databases (e.g., SDG 

Tracker and Open SDG Data Hub) to 

enable collaboration and facilitate 

discussions among participants on 

financing strategies. These were 

essential tools for sharing and accessing 

knowledge and data and thus helpful 

policymakers' capacity building. 

The project's direct beneficiaries were: 

(i) line ministries (such as those for 

finance, the economy, foreign affairs, 

social development) and related state 

agencies; (ii) as well as central banks, 

national development banks and other 

financial institutions; (iii) private sector 

entities; and (iv) sub-regional 

organizations, such as ASEAN, SAARC 

and PIFS. Indirect beneficiaries were 

academic and research institutions and 

think tanks. These stakeholders received 

capacity building activities and 

knowledge products to enhance their 

understanding of financing strategies to 

leverage resource mobilization, 

allocation and utilization for sustainable 

development. 

The studies and workshops under the 

project highlighted the financing gaps of 

specific subregions and/or countries and 

discussed different financial instruments 

to bridge those gaps – such as tax 

reforms, capital market development and 

bonds issuance, FDI attraction, bilateral 

and multilateral assistance, digital 

finance and MSMEs' access to finance, 

(Annexes 1 and 2 present an overview of 

the project's activities). Three of these 

instruments are discussed in the next 

section. 
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4. Key recommendations for improved resource 

mobilization 

 

 

This section reviews the key 

recommendations drawn from the work 

conducted by the project. Beyond 

reporting on the project's main activities 

and messages, it also aims to help CSS' 

policymakers strategize the various 

policy options, as well as more tactical 

issues around adoption and resources 

mobilization. Despite the fairly diverse 

range of policy options and financing 

instruments available to the CSS, the 

recommendations emanating from the 

various studies produced under this 

project – as well as the critical areas of 

interest by workshop participants – 

primarily focused on the following three 

areas: (i) developing and improving 

capital markets; (ii) enhancing digital 

solutions; and (iii) focusing on climate 

finance (figure 3). More details on each 

aspect are provided below, including 

successful initiatives adopted by selected 

countries, which can serve as guiding 

examples and sources of inspiration for 

other countries in the CSS group. 

 

Figure 3: Major recommendations of the project9 

 

Source: Authors' compilation. 

 

 

 

 
9 Green fees’ are levying special taxes paid by consumers on products and services, which proceeds are 

used to support national climate change mitigation and adaptation initiatives (Samuwai, 2021). More details 

will be given on subsection ‘Focus on climate finance.’ 

Capital markets

Enhancing sovereign 
bonds issuance, which 

will pave the way to 
stronger capital markets

Digital solutions

Enhancing digital finance 
services (DFS) and 

financial technologies 
(fintech) to accelerate 

financial inclusion

Climate finance

Exploring thematic 
bonds issuance, climate 
funds and 'green fees' to 

ensure sustainable 
development
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Develop and improve capital markets 

Capital markets can play a vital role in 

closing the financing gap in a cost-

effective and efficient manner. Well-

developed local capital markets can 

become a source for both public and 

private uses, and provide additional 

resources to help bridge the developing 

world's substantial financing gaps, 

principally by mobilizing savings to 

underwrite investment in critical sectors, 

such as housing, climate, and 

infrastructure.  

Many CSS countries' capital markets, 

however, remain relatively under-

developed. This under-development 

largely stems from an absence of the 

necessary pre-conditions for a healthy 

capital market. These pre-conditions 

include having: (i) relative stable 

macroeconomic fundamentals; (ii) a 

sound banking system; (iii) a relatively 

robust capital market infrastructure; (iv) 

solid laws and regulations on ownership 

and transactions; and (v) sufficient 

market size to justify the fixed costs of 

operation. In this context, maintaining 

low inflation and sustainable fiscal and 

public sector debt, as well as addressing 

any remaining weaknesses of the 

banking industry, are a prerequisite to 

developing a sound capital market. 

Furthermore, a robust domestic capital 

market typically requires a diversified 

institutional investor base, including the 

presence of institutional investors, so the 

market is not left to short-term retail 

investors (Kronenberg, 2020). 

Effective capital markets also require 

robust supervision, adequate regulation, 

and an institutional framework that 

protects investors' and creditors' rights, 

and includes mechanisms sufficient to 

enforce contracts and the rule of law. 

Some necessary elements include: (i) a 

competent and independent judicial 

system, free from political pressures; (ii) 

legal procedures that support the rapid 

implementation of regulations; (iii) 

transparency of government policies; 

and (iv) appropriate bankruptcy laws. 

Strong regulation also enhances the 

wider business environment, enabling 

and benefiting capital markets and other 

types of investment activity, such as FDI 

(Kronenberg, 2020).  

Sovereign and subnational bond 

issuance is one mechanism to strengthen 

capital markets and mobilize further 

resources. Developing a government 

bond market typically forms the 

foundation of an economy's financial and 

capital market (Dorji, 2018). Bond 

markets are exceptionally viable in 

funding long-term public investments 

because they can diffuse stress on the 

banking system through diversification. 

In addition, they can raise funds at the 

lowest possible cost, promoting an 

efficient allocation of resources (ibid.). 

Domestic bond markets can provide 

financing resources, even in economic 

distress. The 2007-2008 global financial 

crisis demonstrated that local currency 

bond markets could help reduce 

contagion effects across capital markets 

and spillovers into the real economy. In 

addition, they can help broaden the range 

of domestic assets available to investors, 

expand the scope of fiscal policy 

management and response to financial 

crises, and give authorities greater 

freedom to use exchange rates to achieve 

macroeconomic stability. In the context 

of the COVID-19 pandemic and post-
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pandemic recovery, domestic bond 

markets could play an important role in 

the domestic source of finance for local 

entities, especially when official 

development assistance cannot offset the 

contraction in foreign direct investment 

inflows, nor the reduction in remittances 

(Kronenberg, 2020). 

Both generic and thematic sovereign 

bonds are good options to diversify and 

mobilize funding to help achieve the 

SDGs. Sovereign bonds enable 

governments to meet the public sector 

borrowing requirements at a competitive 

cost, especially for infrastructure 

development and maintenance. Other 

types of sovereign bonds, such as green, 

social, sustainable, gender and blue 

bonds, and other thematic bonds, can 

also be issued to raise additional finance 

to support sustainable development 

objectives. We will return to the issue of 

thematic bonds later, in the climate 

finance section. A successful bond 

issuance can benefit from a blended 

finance approach,10 a precise governance 

mechanism for issuance and subsequent 

trading supported by a robust regulatory 

framework. Blended finance allows 

different types of investors (e.g., risk-

tolerant and risk-averse) to invest 

alongside each other while pursuing their 

investment objectives. The issuer will 

also choose the optimal issuance 

mechanism, including whether to have a 

public offering or a private placement. 

 
10 Blended finance is the use of capital from public and/or philanthropic sources to catalyse private sector 

investment in sustainable development. This allows for a reduction in the risk of the overall investment by 

introducing groups of investors who will accept below-market returns or take on higher risk, and it increases 

the likelihood of participation by commercially oriented investors who would not normally participate in 

sustainability-related finance instruments (Emose, 2021). 

11 Some current principles and guidelines, such as the Green Bond Principles (GBP), Social Bond Principles 

(SBP), the Sustainability Bond Guidelines (SBG) and the Sustainability-Linked Bond Principles (SLBP), 

help ensure best practice in bond issuance and provide a degree of assurance for investors. 

Additionally, a sound regulatory 

framework helps ensure that the bonds 

meet investors' expectations. Finally, an 

independent review is recommended to 

validate that the bonds comply with set 

principles and guidelines11 (Dorij, 2019; 

Emose, 2021).  

It is also important to have a reputable 

credit rating (i.e., risk) assessment and 

pricing efficiency to successfully issue 

and trade bonds. Credit rating agencies 

(CRAs) analyze the creditworthiness of 

specific bonds and their issuers and then 

disseminate that information with the 

market, while bond pricing agencies 

evaluate market prices of bonds traded in 

the market. These ratings, therefore, 

address some of the information 

asymmetries that exist between issuers 

and investors and help facilitate 

investment decisions and transactions. 

Bond investors, for instance, rely on 

rating agencies to help them decide 

where to invest their money and whether 

the risk involved in buying debt security 

is reflected in the interest rate. Without 

this service, it is unlikely that investors 

will adequately trust (and buy) un-rated 

bonds or bonds from un-rated issuers. 

The absence of credit rating agencies 

predisposes investors to conduct their 

analyses to evaluate the credit quality of 

bond issuers, which hinders the efficient 

issuance and circulation of bonds 

(Hwang, 2016). 
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Box 2 – Bhutan's inaugural sovereign bond issuance  

In September 2020, the Royal Government of Bhutan (RGB) announced its first-ever 

government bond issuance for public subscription, in a bid to support economic recovery from 

the COVID-19 pandemic. This was a major step in expanding Bhutan's fiscal management 

space, while diversifying debt resources through opening up a new channel for long-term public 

borrowing, and preparing Bhutan to enter the international capital markets. The initiative was 

deemed necessary as, by that date, the government had spent as much as USD 40 million in 

coping with the COVID-19 pandemic, while revenues had declined by 14 per cent from the 

previous year. 

The RGB completed the offering of a 3-year domestic bond of USD 41 million (or Nu. 3 

billion), at an annual coupon rate of 6.5 per cent, and was three-fold over-subscribed. The 

issuance was mainly dominated by financial institutions (especially insurance companies), but 

it also attracted private and non-bank entities and individual investors. 

The bond issuance provides evidence of the contribution of the international community, 

especially the United Nations system, in working together with a member State and providing 

technical assistance to strengthen the latter's capital market. In 2017, at the request of the RGB, 

ESCAP and the United Nations country team jointly provided technical assistance and 

capacity-building support to help the government implement the necessary reforms for bond 

market development. This technical assistance included the establishment of a bond working 

committee, bond issuance rules and regulations, and relevant pre-issuance work. These reforms 

were critical to address the present challenges and limitations for sustainable financing. Also, 

they helped promote Bhutan's image as a model for developing a domestic bond market in a 

small, landlocked country. 

Sources: ESCAP (2020a; 2020b). 

 

The government has a critical role in 

establishing an effective and efficient 

capital market. Apart from creating a 

robust legal, regulatory and enforcement 

framework and maintaining 

macroeconomic stability, the 

government can facilitate trading by 

issuing sovereign bonds and developing 

a government bond market. In many 

countries, the main share of the domestic 

bond market falls on government bonds, 

as is the case in Armenia and Kyrgyzstan 

(Gogoberidze, 2018), among others. 
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Box 3 – Challenges to capital market development in Mongolia 

The challenges to capital market development in Mongolia are formidable, including a lack of 

attractive products, insufficient transparency, a weak investor base, and a weak regulatory and 

enforcement regime. For example, EBRD's study highlights that the Financial Regulatory 

Commission's (FRC) has inadequate market supervision and law enforcement capabilities, 

reflecting a shortage of personnel and insufficient training and experience. The FRC, the 

Ministry of Finance, and the Mongolian Stock Exchange have limited supervision and 

enforcement in various pertinent areas, including listing/delisting procedures, corporate 

governance and disclosure requirements, insider trading restrictions, and regulations governing 

brokers and dealers. The lack of expertise and human resources in the regulatory bodies also 

limits effective planning and supervision of the capital market (EBRD, 2017). 

The FRC is tasked with supervising both non-bank financial institutions and capital markets. 

To do this, the FRC requires sufficient financial resources, and operational autonomy 

commensurate with its responsibilities, to effectively deal with the complex demands of capital 

market supervision. It faces the challenge of filling the gaps in the legal framework and 

strengthening the regulatory, supervisory, governance, internal control, and accounting and 

auditing frameworks. The FRC also has a tremendous workload but is severely constrained in 

resources. The 2012 Capital Market Financial Sector Assessment Programme (FSAP) 

recommended that the operational independence of FRC should be enhanced through greater 

financial resources and flexibility in the acquisition and management of qualified human 

capital. Two possible solutions could be: (i) allowing FRC to retain the fees it collects from 

licensing and registering prospectuses; and/or (ii) sharing with FRC a small percentage of 

clearing fees from sales and purchase transactions made on the stock exchange; a practice 

common in numerous other jurisdictions  

Source: Kronenberg (2019).  
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Enhance digital solutions 

Enhancing digital finance services 

(DFS) and financial technology (fintech) 

can widen and accelerate financial 

inclusion. Digital finance plays an 

important role in financial access. It 

serves the unbanked and underserved 

segments, particularly in rural areas 

where the conventional banking system 

tends to be limited or absent. Since they 

do not operate with bricks-and-mortar 

facilities, but with digital platforms, 

fintech players can offer more 

accessible, affordable, and convenient 

financial products and services to these 

under-served segments, particularly 

MSMEs (Madan, 2020). 

DFS can also overcome some of the 

main collateral and information 

constraints faced by MSMEs, thereby 

unlocking greater financial resource 

mobilization and supporting sustainable 

economic development in the CSS. In 

the past, conventional financial 

institutions tended to be hesitant in 

lending to MSMEs due to the latter's 

limited financial or credit history 

information and insufficient collateral-

worthy assets to serve as security. But 

DFS creates a digital footprint that, when 

coupled with big data and artificial 

intelligence, can help finance providers 

to better understand the credit risks, and 

have an accurate understanding of 

MSMEs' cash conversion cycles, thereby 

creating more financing opportunities 

(Madan, 2020, 2021; Gogoberidze, 

2018). 

 

Box 4 – Cambodia's 'Bakong' initiative 

The Bakong project, launched by the National Bank of Cambodia (NBC), and the collaboration 

between Bhanji12 and Wing (Cambodia) Limited Specialized Bank ('WING'), are two examples 

of promoting DFS to benefit MSMEs' access to finance. The Bakong initiative is a mobile 

application, based on blockchain technology, that aims to connect financial institutions and 

payment providers by allowing transfers between platforms. The technology increases the 

likelihood of financial inclusion as it augments the degree of interoperability between financial 

institutions in Cambodia and internationally and increases payment security.  

In addition to this initiative, Cambodian MSMEs' access to formal finance has received a boost 

from Bhanji, which offers potential last-mile connectivity to MSMEs. Its cooperation with 

WING is noteworthy because it can use alternative data, digital financial accounts and invoices 

to provide credit services to MSMEs in remote areas of Cambodia. WING is providing, free of 

charge, access to Bhanji's accounts systems to 5,000 of its MSME clients. 

Sources: Madan (2020, 2021). 

 

DFS can also enhance and scale-up 

government-to-people (G2P) digital 

 
12 Bhanji is a fintech that was launched in 2016 and provides an online accounting platform for an estimated 

1,500 MSMEs in Cambodia and the Lao People’s Democratic Republic. Apart from the accounting 

platform, it also offers credit assessments based on alternative data and digitization of invoices. These are 

used for making credit decisions on MSMEs by various financial institutions.  

transfers. With this technology, the 

government can deliver various social 
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protection programmes, such as social 

assistance (e.g., cash transfers), social 

insurance (e.g., paid leave), and labour 

market interventions (e.g., wage 

subsidies), with lower transfer costs, 

thereby freeing up resources to pursue 

the 2030 agenda. For example, in 2018, 

the Government of India estimated that 

using digital payments for social cash 

transfers resulted in savings of over USD 

12.7 billion. Beyond the cost-benefit, 

such transfers are also advantageous in 

emergency situations like the COVID-19 

pandemic. They allow for transfers 

during social distancing and lockdown 

protocols, given that they occur through 

mobile money platforms and e-wallets. 

Thus, digital payments offer multiple 

benefits to various stakeholders, 

including governments, recipients and 

service providers, with lower transaction 

costs and greater financial inclusion 

(Madan, 2021). 

All three of G2P's main building blocks 

depend heavily on digital solutions (see 

figure 4). The first building block is a 

universal digital ID. The second critical 

block is connecting these IDs to 

socioeconomic databases (e.g., social 

benefit transfers and income records). 

This enables governments to better target 

vulnerable social groups that need social 

protection programmes. The third block 

is digital or cash-less delivery that 

mitigates the need for physical cash 

deliveries and proved crucial during the 

COVID-19 pandemic (Madan, 2021). 

This underscores the need to advance 

digitization to improve resource 

mobilization and respond to crises 

(Madan, 2021). 

 

Figure 4: Three key building blocks of an efficient G2P system 

 

Source: Madan (2021). 

 

In this regard, governments can 

conceptualize plans that include digital 

solutions in their resource mobilization 

strategies. For example, the Bangladesh 

government's ‘Vision 2021’ plan 

envisions a ‘Digital Bangladesh’ where 

digital solutions will be used to achieve 

socioeconomic transformation through 

information and communication 

technology (ICT) (see box 5). Other 

countries are also streamlining DFS 

initiatives (in both the public and private 

A national unique ID that is digital

Universal ID

Multiple socio-economic databases that are 
connected to the unique ID

Interconnected socio-economic database

Delivery of social assistance transfers via digital or 
cash-less means (mostly via mobile or agent banking)

Digital delivery
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sector) and making progress towards a 

cashless and digital society, such as 

Bhutan (see box 6). These efforts should 

facilitate funding and international 

remittances, and potentially increase 

savings that can be mobilized to 

sustainable development. 

 

Box 5 – Digital Bangladesh 

Since 2008, the Bangladeshi government has committed to using technology to reduce poverty 

through its Digital Bangladesh - Vision 2021 plan. The plan adopts ICT practices and tools on 

a wide scale to help drive economic, cultural and social development. As part of this nationwide 

initiative, particular focus has been given to including the country’s unbanked population into 

the financial system and a greater adoption rate for e-governance and e-services solutions.  

To achieve this, significant work has been undertaken by the government and central bank to 

develop the country’s digital infrastructure. This effort includes programmes to: (i) foster 

innovation (Digital Financial Services Lab); (ii) scale up the national ID effort (SmartNational 

Identity); and (iii) set out enabling regulations and guidelines for mobile financial services, 

payment systems and agent banking models. 

The financial inclusion promoted by Digital Bangladesh will benefit the Bangladesh 

government by providing a platform to facilitate an increase in aggregate expenditure, which 

can subsequently generate greater tax revenues arising from the increased volume of financial 

transactions. Furthermore, as the campaign aims to serve the ‘unbanked,’ and extend digital 

access to all Bangladeshi, it may also help the government access previously unattainable taxes 

from informal financial activities. 

Sources: Madan (2020) and Banna (2020). 

 

Box 6 - Examples of recent DFS initiatives in Bhutan 

• 2015: Bank of Bhutan launched mobile payment services, enabling P2B transactions 

between bank accounts. 

• 2017: Establishment of point of sale (PoS) systems in the capital’s petrol stations to 

allow for cashless transactions. 

• 2018: Bank of Bhutan launched an e-wallet application called CHHARO for the 

online purchase of goods and services. 

• 2019: The Royal Government launched the Electronic Public Expenditure 

Management System (ePEMS) and the Global Interchange for Financial Transaction 

(GIFT) payment system. The ePEMS system allows the government to dispense with 

manually issuing cheques for G2P and G2G payments. GIFT facilitates the transfer of 

funds in real time between banks and from one account to multiple accounts. 

Source: Madan (2020). 

 

While enhancing digital solutions, it is 

equally important to foster financial 

literacy and consumer and data 

protection. This is crucial for safe 

financial inclusion, where a country’s 

citizens will not only have easier access 
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to finance but will also: (i) learn to use 

new technologies appropriately; (ii) 

receive financial education to lessen 

over-indebtedness; and (iii) have the 

support of consumer and data protection 

policies related to DFS. For instance, the 

National Bank of Cambodia (NBC) uses 

multiple channels, such as schools (in 

cooperation with the Ministry of 

Education, Youth and Sports), mobile 

phone apps, and financial advice via a 

call back function when dialing 321, to 

improve financial education. 

Furthermore, in recent years much work 

has been done around consumer 

protection, including transparency 

requirements (especially interest rate 

disclosure) and the establishment of a 

grievance redressal mechanism, with 

financial institutions regularly reporting 

on customer complaints received (see 

box 7 on Bhutan’s example). 

Nevertheless, consumer protection on 

DFS and fintech is still in progress, 

particularly for most CSS countries. 

They pose a new set of consumer 

protection risks (e.g., data theft and loss 

of passwords/PIN) that must be 

addressed (Madan, 2020). 

 

Box 7 - Bhutan’s complaint handling and grievance redress mechanism 

The Royal Monetary Authority of Bhutan has a sophisticated and comprehensive policy on 

how financial service providers should handle complaints. Its main features include:  

•  Each provider needs to set up a consumer protection cell  

•  There are multiple channels through which consumers can file complaints 

•  Providers need to inform customers about these channel details  

•  Guidelines that explain how to deal with complaints received (including time for 

resolution and escalation) are in place 

•  Staff should be trained in consumer protection rules and complaint handling 

•  Providers need to retain evidence of resolved complaints. 

Source: Madan (2021). 

  



23 
 

Focus on climate finance 

Scaling up climate finance is a good 

option to help bridge the financing gap 

for sustainable development and tackle 

climate change and its effects in the 

Asia-Pacific CSS, specifically in SIDS. 

Climate finance covers any finance flow, 

from any source, directed towards 

initiatives that reduce emissions or 

initiatives that enable communities to 

adapt to climate change. It is a critical 

tool in the fight against climate change 

and will be central in shifting the global 

economy towards a low carbon and 

climate-resilient pathway. Many 

initiatives are being launched to mobilize 

climate finance flows and channel them 

to address the sustainable development 

funding gap, especially in SIDS, as they 

are particularly exposed to the effects of 

climate change and natural disasters 

(Samuwai, 2021). 

‘Green fees’ are an example of one 

initiative to raise domestic public 

finance. For example, Fiji's Environment 

and Climate Adaptation Levy (ECAL) 

was introduced in 2017, aiming to: (i) 

support the protection of Fiji's natural 

environment; (ii) reduce its carbon 

footprint; and (iii) adapt its economy, 

communities, and infrastructure to the 

impacts of climate change. ECAL refers 

to a consortium of taxes on prescribed 

services, goods, and income. As of end-

April 2019, ECAL had collected FJD 

119.7 million (around USD 55 million), 

of which FJD 105.5 million (around 

USD 48.5 million) has subsequently 

been earmarked to finance 56 new 

projects (Fiji Ministry of Economy, 

2019). Although such levies tend to 

increase the cost of products and 

services, they create a regular stream of 

revenues into the national budget to 

support Fiji's climate change adaptation 

efforts (Samuwai, 2021). Another case 

of green fees can be seen in Palau (see 

box 8 below). 

 

Box 8 - Palau Pristine Paradise Environmental Fee (PPPEF) 

The PPPEF was introduced in 2009, aiming to support local community conversation efforts 

under the protected area in Palau. Palau’s green fee is an added departure tax of USD 30 per 

person, which is part of the overall fee visitors must pay when visiting Palau (the total fee is 

included in the price of all international airline tickets to and from Palau). In 2018, the green 

fee raised approximately USD 10 million in revenues. Table 4 provides an overview of 

PPPEF’s revenue allocations.  

Table 4: PPPEF revenue allocation, per USD 100 visitor fee 

Particulars Fees (USD) 

Fisheries Protection Fund 10.0 

State Government 12.5 

Operations of Palau International Airport 25.0 

National Treasury 22.5 

Protected Areas Network (PAN) 30.0 

Source: Samuwai (2021). 
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Green, social, sustainable, gender and 

blue bonds can also be issued to raise 

additional finance to support sustainable 

economic development. National budget 

allocations for climate change-related 

expenditures have been gaining 

importance in several CSS; nonetheless, 

domestic financing is still insufficient, 

and private sector support is necessary. 

In this context, thematic bonds offer 

investors an attractive investment 

proposition and the opportunity to 

support climate- and environmentally-

friendly projects. Fiji, for instance, used 

green bonds to raise USD 46.5 million in 

2017 and 2018 and achieved several 

positive impacts, including: (i) reducing 

CO2 emissions by almost 2,000 tons 

annually; (ii) generating 1.39 million 

kilowatt-hours of renewable energy; (iii) 

providing 20,000 litres of treated water 

daily; (iv) planting about 2,000 trees; (v) 

rebuilding almost 1,300 school 

buildings; and (vi) rehabilitating 176 

bridges (Emose, 2021; Fiji Ministry of 

Economy, 2018). 

Another possible way to channel climate 

finance for investment in adaptation and 

mitigation initiatives is to explore the 

potential for debt-for-climate swap 

transactions. Debt for climate (DFC) 

swaps are a type of debt swap in which 

the debtor nation, instead of continuing 

to make external debt payments to 

lenders in a foreign currency, makes 

payments in local currency to finance 

climate projects domestically. DFC 

swaps may be particularly beneficial to 

SIDS, facing rising risks of external debt 

distress and widening financing gaps due 

to the ongoing COVID-19 pandemic. 

They free up cash flows for more 

productive investments. 

National climate funds (NCFs) can also 

be efficient mobilization tools. Several 

NCFs have been created to help 

countries align climate finance with their 

climate change priorities, principally by 

strengthening national ownership of 

climate finance and enhancing capacity 

building and knowledge sharing 

amongst stakeholders. These funds are 

particularly important as a means of self-

insurance against economic and 

environmental vulnerabilities. NCFs 

could also be used to draw down 

resources to help build the necessary 

resilience, particularly for post-

graduation (i.e., moving to develop 

country status) impacts, and ensure the 

stability of income sources in the 

medium term, to help manage risks and 

respond to emergencies (Brien, 2019; 

Gogoberidze, 2018; Samuwai, 2021).  
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Box 9 – National climate funds in the Asia-Pacific region 

The Micronesian Conservation Trust Funds (MCT) and the Fiji Climate Relocation and 

Displaced People’s Trust Fund for Communities and Infrastructure (CRDPTF) are good 

examples of national climate funds in the Asia-Pacific region. The MCT was established in 

2002 as a charitable corporation to manage and provide funds to support biodiversity 

conservation. It works with local resource owners, traditional leaders, and local governments 

to develop and fund project proposals focused on improving management and addressing 

threats to key ecological areas. The MCT currently manages three endowment funds that 

support the MCT's annual operations and direct grant programme (PIFS, 2018).  

The CRDPTF is an initiative of the Fiji government, launched in 2019, designed to handle 

community migration costs due to the effects of climate change. Fiji is the world's first nation 

to relocate its communities due to rising sea levels, with another 45 communities being 

identified as being at high risk of relocation. The CRDPTF is funded through a percentage of 

the revenues from the ECAL and international development partner support. 

Source: Samuwai (2021). 

 

Insurance is still a relatively new 

modality of financing in the Pacific. 

Nevertheless, insurance can serve as 

both an ex-ante and ex-post source 

financing for communities in cases of 

climate-induced disasters. In this 

context, The Pacific Catastrophe Risk 

Assessment and Financing Initiative 

(PCRAFI) is note-worthy. The PCRAFI 

is a regional effort to increase financial 

resilience to climate and disaster risks in 

the Pacific by developing a regional 

catastrophe risk pool and technical 

assistance. The PCRAFI provided the 

foundation for the Pacific Catastrophe 

Risk Insurance Company (PCRIC), a 

‘captive’ insurance company 

(Ramachandran and Masood, 2019). So 

far, under the PCRAFI programme, three 

payments have been made within 10 

days after a disaster was declared, 

totalling USD 6.7 million. They 

provided rapid-response financial 

instruments to support the government’s 

quick responses to Cyclones Ian, Gita 

and Pam’s impacts. Although only four 

Pacific SIDS (i.e., the Cook Islands, the 

Marshall Islands, Samoa and Tonga) 

have subscribed to the PCRIC, such an 

initiative could be a policy option to 

complement countries’ risk reduction 

strategies (Samuwai, 2021).  

Governments can also create regional 

mechanisms to support the CSS 

countries in accessing climate finance. 

The Pacific NDC Hub and the Pacific 

Resilience Facility (PRF) can be used as 

guides to boost regional integration. 

Pacific NDC Hub’s purpose is to 

leverage additional resources required to 

limit global temperature rise to 1.5°C. 

While the Hub might not necessarily 

channel climate finance per se, it does 

provide non-financial support towards 

the implementation of the NDC through 

technical expertise and facilitated 

partnerships. The Pacific Resilience 

Facility was launched by PIFS in 2021, 

with the goal of USD 1.5 billion to 

support Pacific SIDS build their 

resilience to more frequent and severe 

climate-induced disasters. The PRF is 

centred around building community 

resilience, focusing on vulnerable 
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Pacific people, particularly women and 

girls, children, the elderly, and people 

with disabilities (Samuwai, 2021; 

Gogoberidze, 2018). 

These three resource mobilization 

mechanisms have had a certain degree of 

success in channelling finance for 

sustainable development. However, it is 

important to highlight that governments 

and development partners also need to 

focus on strengthening the enabling 

environment of CSS countries to plan 

for, attract, manage and effectively 

allocate this finance in a 

transformational manner, and aligned 

with the 2030 Agenda and its associated 

sustainable development goals 

(Samuwai, 2021). 
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5. Conclusions 

 

 

By conducting a body of analytical work, 

the project has identified and discussed 

many policy-oriented diagnoses, tailored 

policy recommendations and capacity 

building activities. In particular, it has 

helped policymakers of the target 

beneficiary countries to identify 

additional and innovative financing 

sources and provide guidance on how to 

mobilize international and domestic 

financial resources better and use them 

efficiently for sustainable development.  

One of the main ‘takeaways’ of the 

project is that to enhance resource 

mobilization, a multi-modal approach 

needs to be considered within a holistic 

and integrated strategy. Tax reforms that 

include a more progressive tax regime 

could generate additional fiscal 

revenues. However, domestic public 

resources alone are insufficient to bridge 

the financing gap required to support 

inclusive growth and sustainable 

development. Mobilization of private 

capital is therefore necessary, as are 

international funding resources. In this 

sense, strengthening capital markets, 

especially by creating proper legislative 

and institutional frameworks and 

facilitating trading through sovereign 

bonds, are important options that 

policymakers can consider. 

Enhancing resource mobilization and 

financial access at the MSME level is 

also key for sustainable development. 

DFS and fintech can be instrumental in 

mobilizing more accessible and 

affordable financial products and 

services to the MSME sector. Besides 

helping in financial inclusion and access, 

digital solutions such as G2P digital 

transfers can assist governments to better 

respond to crises, such as the COVID-19 

pandemic. Resource mobilization plans 

should also focus on climate finance. 

Policymakers can consider several 

innovative mechanisms, from green fees 

to national climate funds and other 

regional initiatives. Thematic bonds are 

particularly attractive options when 

underwriting climate and 

environmentally-friendly projects.  

However, to take advantage of these 

mobilization strategies, sufficiently 

robust legal and institutional frameworks 

first need to be in place, whether to 

regulate capital markets or address new 

risks arising from the shift DFS and new 

technologies. Moreover, governments 

will need a precise and clear strategy to 

ensure that public resources are used in a 

transformative manner, driven by 

national interests and priorities and not 

by the preferences of particular sources 

of funding. 

Finally, it should be noted that this 

project summary report offers a very 

concise summary of the various studies 
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enacted by the project between 2018 and 

2021. Therefore, it does not cover all the 

knowledge created during these four 

years, so a deeper look into the specific 

materials, workshop reports and other 

papers is recommended. In so doing, the 

reader will be better able to grasp the 

situation of the CSS group of countries 

in Asia and the Pacific, and consider 

more tailored recommendations, as there 

is no ‘one-size-fits-all’ set of strategies 

and policies. Each country needs to 

create its bespoke approach to 

addressing attaining sustainable 

development. But hopefully, this project 

summary report conveys a sense of what 

can be done and offers some inspiration 

for the CSS countries in Asia and the 

Pacific as we look towards a post-

pandemic future. 
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Annex 1: List of workshops 

# Date Venue Title Co-organizer 

1 5-6 November 

2018 

Phnom Penh, Cambodia Workshop on Supporting Cambodia in meeting the challenges of 

resource mobilization for achieving the 2030 Agenda for Sustainable 

Development 

Royal Government of 

Cambodia 

2 26-27 

November 2018 

Port Vila, Vanuatu National Workshop on Resource Mobilization for Sustainable 

Development in Vanuatu and Asia-Pacific SIDS 

Government of Vanuatu 

3 26-27 

November 2018 

Port Vila, Vanuatu Group-Specific Workshop on Resource Mobilization for Sustainable 

Development in the Asia Pacific SIDS 

Government of Vanuatu 

4 6-7 December 

2018 

Phnom Penh, Cambodia Workshop on Supporting the Least Developed Countries (LDC) in 

Asia-Pacific in meeting the challenges of resource mobilization for 

achieving the 2030 Agenda for Sustainable Development 

Royal Government of 

Cambodia 

5 11 December 

2018 

Thimphu, Bhutan National Workshop on Supporting Bhutan in Mobilizing Resources 

for the SDGs 

Royal Government of 

Bhutan 

6 12-14 

December 2018 

Thimphu, Bhutan Group-Specific Workshop on Supporting Asia-Pacific LLDCs in 

Mobilizing Resources for the SDGs 

Royal Government of 

Bhutan 

7 29 October 

2019 

Port Vila, Vanuatu Workshop on Resource Mobilization for a smooth transition from the 

LDC category and sustainable development in Vanuatu 

Government of Vanuatu 

8 4-7 November 

2019 

Bangkok, Thailand ESCAP-UNCTAD Workshop on Promoting Structural Economic 

Transformation in Asia-Pacific Landlocked Developing Countries 

UNCTAD 

9 19-20 

November 2019 

Phnom Penh, Cambodia National Workshop on Resource Mobilization for Sustainable 

Development 

Royal Government of 

Cambodia 

10 21-22 

November 2019 

Phnom Penh, Cambodia Group-Specific Workshop on Fostering financial inclusion, digital 

financial services and MSMEs access to finance for Sustainable 

Royal Government of 

Cambodia 

https://www.unescap.org/sites/default/files/Presentation%20slides%20for%20Oliver_Cambodia.pdf
https://www.unescap.org/sites/default/files/Presentation%20slides%20for%20Oliver_Cambodia.pdf
https://www.unescap.org/sites/default/files/Presentation%20slides%20for%20Oliver_Cambodia.pdf
https://www.unescap.org/events/workshops-resource-mobilization-sustainable-development-vanuatu-and-asia-pacific-sids
https://www.unescap.org/events/workshops-resource-mobilization-sustainable-development-vanuatu-and-asia-pacific-sids
https://www.unescap.org/events/workshop-supporting-least-developed-countries-ldc-asia-pacific-meeting-challenge-resource
https://www.unescap.org/events/workshop-supporting-least-developed-countries-ldc-asia-pacific-meeting-challenge-resource
https://www.unescap.org/events/workshop-supporting-least-developed-countries-ldc-asia-pacific-meeting-challenge-resource
https://www.unescap.org/events/supporting-lldcs-and-bhutan-mobilizing-resources-sdgs
https://www.unescap.org/events/supporting-lldcs-and-bhutan-mobilizing-resources-sdgs
https://www.unescap.org/events/supporting-lldcs-and-bhutan-mobilizing-resources-sdgs
https://www.unescap.org/events/supporting-lldcs-and-bhutan-mobilizing-resources-sdgs
https://www.unescap.org/events/workshop-resource-mobilization-smooth-transition-ldc-category-and-sustainable-development
https://www.unescap.org/events/workshop-resource-mobilization-smooth-transition-ldc-category-and-sustainable-development
https://www.unescap.org/events/escap-unctad-workshop-promoting-structural-economic-transformation-asia-pacific-landlocked
https://www.unescap.org/events/escap-unctad-workshop-promoting-structural-economic-transformation-asia-pacific-landlocked
https://www.unescap.org/events/national-workshop-resource-mobilization-sustainable-development
https://www.unescap.org/events/national-workshop-resource-mobilization-sustainable-development
https://www.unescap.org/events/regional-workshop-fostering-financial-inclusion-digital-financial-services-and-msmes-access
https://www.unescap.org/events/regional-workshop-fostering-financial-inclusion-digital-financial-services-and-msmes-access
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Development in the Least Developed Countries of Asia and the 

Pacific 

11 18-19 

December 2019 

Thimphu, Bhutan National Workshop on Capital Development in Bhutan Royal Government of 

Bhutan 

12 23 January 2021 Virtual meeting Workshop on Innovative Climate Financing Instruments: Supporting 

Post COVID-19 Pandemic Recovery in Asia-Pacific Small Island 

Developing States 

Pacific Islands Forum 

13 5-7 October 

2021 

Virtual meeting  North and Central Asian Multi-Stakeholder Forum on 

Implementation of the Sustainable Development Goals (Subregional 

SDG Forum) 

Government of 

Turkmenistan 

14 2 November 

2021 

Hybrid (virtual and 

Dushanbe, Tajikistan) 

Workshop on Financing Sustainable Development and Green 

Recovery in Tajikistan 

United Nations in 

Tajikistan and the 

Ministry of Economic 

Development and Trade 

of Tajikistan 

15 14 December 

2021 

Virtual meeting Enhancing digital G2P transfer capacities in Asian LDCs  

16 14-15 

December 2021 

Virtual meeting Regional workshop on resource mobilization for sustainable 

development in the Asia-Pacific countries in special situations 

 

 

  

https://www.unescap.org/events/regional-workshop-fostering-financial-inclusion-digital-financial-services-and-msmes-access
https://www.unescap.org/events/regional-workshop-fostering-financial-inclusion-digital-financial-services-and-msmes-access
https://www.unescap.org/events/national-workshop-capital-market-development-bhutan
https://www.unescap.org/events/2021/workshop-innovative-climate-financing-instruments-supporting-post-covid-19-pandemic
https://www.unescap.org/events/2021/workshop-innovative-climate-financing-instruments-supporting-post-covid-19-pandemic
https://www.unescap.org/events/2021/workshop-innovative-climate-financing-instruments-supporting-post-covid-19-pandemic
https://www.unescap.org/events/2021/fifth-north-and-central-asian-multi-stakeholder-forum-implementation-sustainable
https://www.unescap.org/events/2021/fifth-north-and-central-asian-multi-stakeholder-forum-implementation-sustainable
https://www.unescap.org/events/2021/fifth-north-and-central-asian-multi-stakeholder-forum-implementation-sustainable
https://www.unescap.org/events/2021/workshop-financing-sustainable-development-and-green-recovery-tajikistan
https://www.unescap.org/events/2021/workshop-financing-sustainable-development-and-green-recovery-tajikistan
https://www.unescap.org/events/2021/final-rm-csn
https://www.unescap.org/events/2021/final-rm-csn
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Annex 2: List of studies 

# Year Author Title Type 

1 2018 Abraham Robertson Resource Mobilization in Small Island Developing States (SIDS): Progress and 

Opportunities 

Conference paper 

2 2018 Kim Veara Cambodia Sustainable Development Resource Mobilization: Assessing financing 

gaps and needs  

Expert input 

3 2018 KAS Murshid Graduation of Asia-Pacific LDCs: The Challenge of Resource Mobilization  Conference paper 

4 2018 Lali Gogoberidze Assessing Financing Needs and Gaps in Landlocked Developing Countries Conference paper 

5 2018 Sonam Dorji Supporting Asia-Pacific LLDCs and Bhutan in mobilizing resources for SDGs Expert input 

6 2019 Pema Dorji Assessing Financial needs and gaps in Bhutan Expert input 

7 2019 Kim Veara How Can public Domestic Resource Mobilization Be Enhanced in Cambodia?  Expert input 

8 2019 Derek Brien 

 

Enhancing access to external finance following graduation from the least developed 

country (LDC) category 

Conference paper 

9 2019 Nik Soni Impact of LDG Graduation on Vanuatu Domestic Revenue  Expert input 

10 2019 Roger Kronenberg Capital markets in Mongolia: Challenges and opportunities Expert input 

11 2020 Roger Kronenberg Asia's Landlocked Developing Countries - Developmental challenges, financing 

needs and the potential contribution of capital markets. 

Conference paper 

12 2020 Roger Kronenberg, 

Ulukbek Usabaliev 

and Tientip Subhanij 

Strengthening Financial Interlinkages among SPECA 

 

Working paper 

13 2020 Nitin Madan A Review of Access to Finance by MSMEs and DFS in Selected Counties of Asia-

Pacific 

Working paper 

https://www.unescap.org/publications/mpfd-working-paper-strengthening-financial-interlinkages-among-speca-countries
https://www.unescap.org/publications/mpfd-working-paper-review-access-finance-micro-small-and-medium-enterprises-and-digital
https://www.unescap.org/publications/mpfd-working-paper-review-access-finance-micro-small-and-medium-enterprises-and-digital
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14 2020 Griffon Emose Sustainability Bond for the Pacific Feasibility Study Working paper 

15 2020 Jale Samuwai Understanding the climate finance landscape and how to scale it up in Asia-Pacific 

Small Island Developing States  

Working paper 

16 2021 Nitin Madan Enhancing Digital G2P Transfer Capacities in Asian LDCs Conference paper 

17 2021 Rafkat Hasanov Financing and Policy Gaps in Facilitating Sustainable Development in Tajikistan Conference paper 

18 2021 Rafkat Hasanov Resource mobilization situation in Asia's LLDCs and their policy responses to the 

COVID-19 pandemic 

Expert input 

19 2021 Erik Grigoryan A framework for debt-for-climate swaps in the Pacific SIDS Expert input 

20 2021 Razzaque and Abid 

Khan  

Resource Mobilization for Bangladesh's Smooth Graduation from the Group of 

LDCs: Issues, Challenges, and Way Forward  

Expert input 

21 2021 Brian Arnold Recent developments with respect to the tax challenges of the digital economy: 

implications for developing countries in the Asia-Pacific region  

Working paper 

22 2021 Patrick Martin, Cedric 

Rimaud, Zenathan 

Hasannudin, and 

Masato Abe 

An Introduction to Issuing Thematic Bonds Report 

23 2022 Luciana Milani 

Baglioni 

Project Summary Report: Supporting the countries with special needs in Asia-

Pacific in meeting the challenge of resource mobilization for achieving the 2030 

Agenda for Sustainable Development 

Report 

 

 

https://www.unescap.org/kp/2021/working-paper-series-escap-1-wp-9-sustainability-bond-pacific-feasibility-study

