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1. As the global recovery from COVID-19 gets underway, developing countries require 
short- and long-term support to foster strong, green and resilient growth. The OECD is committed to 
promoting strengthened international financial and policy support that is aligned with global commitments, 
including the Paris Agreement and the Sustainable Development Goals (SDGs), as well as developing 
countries’ unique contexts and challenges, to ensure it is truly sustainable.  
 
2. While the short-term effects of COVID-19 on financing for sustainable development are less 
severe than initially anticipated, the world’s poorest countries remain at risk due to lower vaccination 
levels, less fiscal and monetary capacity, increasing debt levels, and rising threats from climate change. A 
two-speed recovery risks undermining global resilience and prosperity.  
 
3. The COVID-19 pandemic has undermined progress towards the Sustainable Development 
Goals (SDGs). In 2020, more than 100 million people fell into poverty, and extreme poverty rose for the 
first time in decades. Jobs lost during the pandemic rose to four times the levels lost during the 2008 Global 
Financial Crisis (equivalent to 255 million full-time jobs lost).  
 
4. The SDG financing gap in developing countries continues to increase, reflecting both growing 
SDG financing needs and declining resources from COVID-19. OECD estimates show that external 
finance has declined by at least USD 250 billion due to a 20% drop in external private finance, including 
remittances (-1%), Foreign Direct Investment (-19%), portfolio outflows (-69%) and other investments 
(-50%), relative to 2019 levels. Tax revenues took a double hit from the global economic slowdown and 
tax breaks intended to cushion businesses and vulnerable households through the worst of the pandemic. In 
Latin America and the Caribbean, tax revenues declined by more than 9% year-on-year in 2020; in 
sub-Saharan Africa, tax revenues dropped by an estimated USD 70 billion. The average tax-to-GDP ratio 
in African countries is 16.5%, compared to the OECD average of 34.3%, and there is less scope for 
borrowing or quantitative easing. 
 
5. Development co-operation providers have maintained Official Development Assistance 
(ODA), in a sign of global solidarity with developing countries. In 2020, ODA Development Assistance 
Committee (DAC) Members increased by 3.5% in real terms compared to 2019, amounting to an all-time 
record of USD 161.2 billion. Bilateral ODA to Africa and Least Developed Countries rose by 4.1% and 
1.8%, respectively.  
 
6. Despite these encouraging developments, we remain far off the path needed to reach a fairer 
and more sustainable future for all. While governments globally have provided USD 16 trillion of 
COVID stimulus measures, only 1% has been mobilised to support developing countries.  



 

 2 

 
7. The OECD’s latest Interim Economic Outlook projects the global economy to grow by 5.7% 
in 2021 and 4.5% in 2022. However, the poorest and most vulnerable countries – including Small Island 
Developing States (SIDS) and Least Developed Countries (LDCs) – could take several years to recover and 
return to their pre-COVID-19 growth paths.  
 
8. Many developing countries are facing a looming debt crisis. Sub-Saharan African countries are 
facing their highest debt levels in two decades. The share of countries at high-risk of debt distress or in debt 
distress has doubled from about a quarter to half of all low-income countries since 2013. Debt-servicing 
costs were rising across Africa and elsewhere even before the pandemic struck, offsetting increases in tax 
revenues. In the absence of significant and coordinated international action on debt, the long-term impacts 
of COVID-19 threaten to constrain fiscal space severely across Africa and in other developing countries. 
 
9. Developing countries are at risk of lasting social setbacks due to the COVID-19 pandemic, 
including the digital divide and erosion of youth skills from lost work and schooling. Almost half of 
the world’s population continues to lack access to the Internet. The poorest developing countries face an 
estimated USD 200 billion annual financing gap to overcome education losses over the next 10 years.  
 
10. An unequal recovery is accelerating the divergence between rich and poor countries, as well 
as inequalities within countries. The international community must act now to put development finance 
on a sustainable footing.  
 

• First, by scaling-up financing to improve vaccine distribution. 
 
Approximately 40% of people in developed countries have been fully vaccinated, while 
only 11% are vaccinated in emerging economies and a small fraction in low-income 
countries. Development co-operation providers are playing a central role in financing COVAX 
to ensure the equitable distribution of vaccines across the world. Urgent investment is needed 
to address the ACT-A funding gap (USD 16.6 billion in 2021).  
 

• Second, increasing climate finance to countries most in need and supporting the transition 
to sustainable development pathways. 
 
Climate finance to developing countries is falling short of commitments by developed 
countries – the OECD’s latest estimates show a USD 20 billion funding gap for 2020 relative 
to the USD 100 billion goal.  
 
The OECD’s Green Recovery database shows that only 21% of total COVID-19 economic 
recovery spending in OECD and Key Partner countries was allocated to environmentally 
positive measures. Furthermore, approximately half of policy support for energy in OECD 
country recovery packages is directed to fossil fuels.  
 
According to the IEA, USD 1 trillion is needed annually on clean energy finance for 
developing countries to reach net zero global emissions. However, total ODA for the energy 
sector in 2019 was just USD 10.6 billion. Of this, only USD 2.7 billion was earmarked for 
renewable energy, while USD 4.2 billion was directed to fossil fuels.  
 
To support a “pro-poor” phasing-out of fossil fuel subsidies, OECD is working with 
countries through peer review panels to assess key challenges and promote good 
practices.  
 
The OECD is also tracking support for developing countries’ transitions. A new 
OECD-IMF report for the G20, “Tax Policy and Climate Change,” provides a stocktake of 
current carbon prices, assesses the extent to which explicit carbon pricing or equivalent 
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mitigation policies are needed, and examines the potential for international carbon pricing 
coordination, climate clubs, and the development of an internationally comparable approach to 
carbon pricing, building on the experience of the OECD-G20 Inclusive Framework for the 
taxation of the digital economy. 
 
The OECD is also working to drive ambitious and effective global action towards net zero 
in an environmentally effective, economically responsible and publicly supported way 
that will not leave people behind. Our new International Programme for Action on Climate 
(IPAC) will help participating countries track and assess their progress against commitments 
and help improve their climate action plans, through targeted policy advice and internationally 
harmonised indicators that are complementary to the UN Framework Convention on Climate 
Change (UNFCCC). IPAC’s preliminary Dashboard, which we released earlier this month, has 
clear, comparable indicators on progress towards climate goals. We will also present a progress 
report on IPAC’s Climate Action Monitor at COP26 next month as a key OECD deliverable. 
 

• Third, continuing efforts to ensure a more equitable international tax system and support 
domestic resource mobilisation in developing countries. 
 
The agreement by members of the OECD-G20 Inclusive Framework on BEPS on a two-
pillar solution to address the tax challenges arising from the digitalisation of the economy 
will benefit developing countries, which are increasingly looking at tax policy as a lever to 
ensure a sustainable and inclusive recovery.  
 
Under Pillar One, taxing rights on more than USD 100 billion of profit are expected to be 
reallocated to market jurisdictions each year.  
 
Pillar Two’s global minimum tax rate of 15% is estimated to generate around USD 150 
billion in new tax revenues globally per year. It will avoid a trade war that could have cost 
as much as 1% of global GDP. Moreover, the global minimum tax will put a reasonable floor 
on tax competition and relieve pressure on developing countries to provide excessively 
generous tax incentives to attract foreign investment. The OECD estimates that on average 
gains would be expected to be larger (as a share of current corporate income tax revenues) 
among low-income jurisdictions.  
 
The OECD-UNDP Tax Inspectors Without Borders Initiative is supporting domestic resource 
mobilisation efforts in developing countries through capacity building programmes to 
strengthen the tax audit knowledge and skills of local tax administrations. The Initiative has 
led to over USD 1 billion of increased tax revenues for some of the world’s poorest countries, 
with an additional tax assessed of close to USD 3 billion. 
 

• Fourth, strengthening international development co-operation to narrow the divide 
between developed and developing countries and strengthen global resilience. 
 
Debt constraints should not limit developing countries from financing their recovery. 
Important multilateral initiatives are financed by DAC Members, which provided crucial relief 
to the most vulnerable countries. The issuance of USD 650 billion in Special Drawing Rights 
(SDRs) will provide an important boost to liquidity. However, these measures will not benefit 
the poorest countries automatically.  
 
Given the importance of debt transparency in the international context, the OECD, with 
support from the UK Government and the Institute of International Finance (IIF), have 
launched a Debt Transparency Initiative to operationalise the IIF Voluntary Principles 
for Debt Transparency by collecting, analysing and reporting data. In doing so, the Initiative 
allows interested stakeholders to benefit from a better understanding of the debt levels and 
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conditions of vulnerable countries, thereby supporting efforts to coordinate and negotiate debt 
servicing and suspension efforts.  
 
Financial instruments such as green, social and sustainability bonds, debt‑to‑COVID, 
debt‑to‑SDG, debt for climate or debt for nature swaps should be more comprehensively 
implemented. Such instruments can reflect that much of the biodiversity on which the world 
relies to sustain natural systems is found in developing countries; they must, however, ensure 
that local communities benefit from the active role they need to play in preserving this 
biodiversity.    
 

• Fifth, promoting the SDG alignment of financing, including bringing business, finance 
and development communities closer, and ensuring better measures of the sustainable 
development footprint of resources.  
 
The OECD’s work on sustainable finance, including contributions to the G20 Sustainable 
Finance Working Group, provides clear recommendations to leverage financial markets 
in the transition to net-zero. This includes: strengthening the interoperability and 
comparability of ESG rating and investing approaches and scores; improving the alignment of 
the ESG environmental pillar ratings with low-carbon transitions; and ensuring climate 
transition plans have decision-relevant information on transition risks and opportunities, 
including science-based targets and interim reporting. 

 
Development co-operation, investment and trade communities must join forces to direct 
resources towards the SDGs. Leveraging initiatives such as Aid-for-Trade can go a long way 
in mobilising private resources, enhancing the qualities of FDI and facilitating trade integration 
to support a sustainable, inclusive and resilient future. 
 
On the financial market side, in 2020 the OECD launched, together with the UNDP, a 
Framework for SDG Aligned Finance aiming at shifting finance towards the SDGs. This 
Framework will soon be completed by a Toolkit to guide the implementation of this Framework 
in developing countries to leave no one behind and make finance work for the most vulnerable. 
Work will also be conducted to help raise the ambition of sustainable finance and bridge the 
gap between ESG frameworks and SDG-aligned private finance.  
 
Further strengthening the “social” dimension of ESG frameworks can help direct 
resources towards more inclusive business models, including fairer and more responsible 
supply chains.  
 

• Finally, protecting against the risk of diversion of resources from developing countries so 
that available financing leaves no one behind. 
 
Capacity building has been vital in supporting the implementation of international tax 
standards in developing countries, both to protect the corporate tax base from base 
erosion and profit shifting and to prevent illicit financial flows through tax evasion. The 
OECD International Academy for Tax Crime Investigation supports developing countries in 
their combat against tax crime and other financial crimes. New forms of technical assistance 
and capacity building are required to address emerging threats, such as cryptocurrencies.  
 
A proposal to prepare a Financing for Sustainable Development Global Advisory 
Technical Assistance and Capacity Building Pool Mechanism has been prepared and 
could serve as a major contribution to countries most in need, including Small Island 
Developing States and Least Developed Countries.    

 


