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2020 vs just over 30% in 2016) compared to the share of LDC and LIC commitments, which remained
constant in response to Covid.

o LDC governments face challenges navigating market-based standards, disclosure requirements, and
unclear definitions and assessment methodologies which are required for transparency when establishing
funding proposals. Providing and facilitating capacity-building for the LDCs on a continuous basis at all
levels (national and subnational) and dimensions (policy, technical and access to support) remains an
identified need.

o Linked to the above, insufficient technical capacity and coordination among government ministries to
develop bankable project proposals has seen LDCs held back from accessing finance. For climate finance
in particular, the pool of domestic Human Resources dedicated to climate activities can be limited.

o Different application templates and requirements among financiers and funds is a source of frustration,
complication, and delay for LDC governments.

¢ Underdeveloped statistics offices in LDCs, leave them unable to provide high-quality data required by
financiers as a baseline or justification for project funding.

o Despite support offered through grant funding and access to key experts LDC governments can struggle
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Key Findings

This section presents specific analysis on key challenges impeding access to finance for the LDCs, drawn from the
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may also link to the challenges outlined in the Technical Assistance and Capacity Building sub-section
above and institutional capacity more broadly. It also reinforces the general absence of tailored, highly
consultative approaches which recognize the unique institutional weaknesses within different LDCs and
makes space for fit-to-need technical assistance and capacity building.

. However, project design challenges as they related to lending criteria and basic eligibility didn’t appear

to be a challenge for responding LDCs, at least from self-reporting. Besides two outliers, the majority of
respondents rated ‘project design challenges - e.g. size of a project is too small to be considered/
prioritized by the lending entity’ as not a challenge or very low. This seems to indicate that LDCs are well
versed in the general parameters of concessional loans available from traditional financing sources.

This section outlines the main challenges related to sourcing and raising financing of all types specifically for
climate change adaptation and mitigation projects initiated by LDC governments. Because the financing for
climate change projects is typically a combination of loans and grants or all grant based (as is the case with most
LDC adaptation projects), it is not possible to disaggregate challenges between accessing climate loans and climate
grants. Further, because these climate finance packages must meet specific criteria to qualify as either adaptation
or mitigation, it is critical to analyze these challenges separately from “traditional” development finance for non-
qualifying activities.

n.

The requirements for structuring climate transactions and qualifying as eligible are onerous to the LDCs.
Whether it relates to underlying climate data to justify baselines, environment and social criteria, or
gender aspects, which are now integrated into climate finance minimum requirements, LDCs generally
report many additional challenges for accessing climate finance above and beyond the challenges faced
in accessing traditional finance. Further, climate loans and grants are almost entirely project-focused,
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outputs and outcomes is very challenging for some LDCs, as it requires a level of technical expertise that
they may lack or need to outsource, which drives up project costs. It also adds to the administrative
burden overall, which often isn’t factored into the planning cycle by associated ministries when
implementing climate finance projects.

g. The lead time and disbursement lag for climate finance are too long for the LDCs’ planning cycles and
climate finance needs. Many LDCs provided examples of origination processes for climate finance
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Recommendations

Generally, availing more financial resources to the LDCs is a key recommendation that echoes the research already
published by the IMF, OECD and UNDP, among others. The current and anticipated future financing flows are
insufficient to meet the development needs of the LDCs, both in terms of traditional development
projects/programs and climate change projects. This need is widely acknowledged and thus not elaborated in
depth in this section. Rather, drawing from the specific challenges outlined above, the following more specific
recommendations should be considered by donors, the UN and the international financial institutions/funds:

1. Expand the roll out of the Integrated National Financing Framework (INFFs) to all LDCs with expanded
support from the INFF facility. Of the support programs reviewed and discussed by the LDCs, the INFF
stood out as one of the few programs that explicitly takes a whole-of-government approach and takes
stock of all current capacity, context and conditions for the supported government. Further, the LDCs that
had implemented the INFFs so far reported many fewer obstacles overall to accessing finance. Further
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Annex B: Sources Consulted
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Annex C: Financier Mapping
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Annex D: Heat Map of LDCs’ Level of Engagement with Specific Financiers
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Note: blank boxes indicate that the level of engagement
is unknow, or the responded was ineligible. \Warm green
represents strong engagement, but no funding
received. Positively, this could imply that they are
nearing the point that they will receive funding, or
negatively, it could be an indication that a lot of
resources and effort have been put into attempts to
obtain finance which have been unsuccessful. Hence,
future research could further investigate the
circumstances around countries that answered they had
strong engagement but no funding and work towards
obtaining additional responses to cover the full list of
LDCs.
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