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Financing for Development: 1st drafting session (28-30 January 2015) 
EU written comments 

 
 

Domestic public finance 
 
 
General 
 

 As the co-facilitators’ paper says, “domestic resource mobilisation is at the crux of 
financing for sustainable development”. Yet this could be further reflected in the text, 
which puts too much emphasis on international finance, and in particular ODA. The 
mobilisation of domestic public resources – primarily via a sound, efficient and 
transparent tax system – is an indispensable precondition to sustainable development. 
Domestic enabling environment, policies and policy coherence should be highlighted.  

 

 Domestic public finance is by far the largest source of financing directly available to 
governments for investment in sustainable development. It also tends to be less 
volatile than international flows. Moreover, domestic taxation is an important 
component of the social contract that underpins government accountability. 

 

 “Major challenges”: We have concerns about the very international focus of the 
challenges presented. More balance is required here. We are after all talking about 
domestic resources: the key to strengthening their mobilisation must be to strengthen 
domestic policies – though international cooperation can help. 

 

 Would welcome more focus on good governance aspects and the fundamental role 
played by domestic policies to generate inclusive growth and sustainable 
development, as well as on the use (as opposed to only the mobilisation) of tax 
revenues. For instance, the treatment of natural resource taxation in the paper largely 
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 Good tax governance should be an objective for all countries (transparency, 
exchange of information and fair tax competition). Implementing effective measures 
to counter illicit financial flows at both national and international levels through a 
broad range of measures is equally important. 

 

 All countries should work to move towards appropriate tax-to-GDP ratios. The tax-to-
GDP ratio should be increased in countries where it is too low by all standards. 
Recent OECD/DAC research shows that a 1 % increase in LICs' tax-to-GDP ratios 



3 
 



4 
 

any decision can be taken. We would also need to have more clarity on what 
would be the exact mandate of such committee. 

 
- 
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Domestic and international private finance 
 
 
General 
 

 Harnessing the potential of private entrepreneurship is central to sustainable 
development and reaching global objectives. The FfD process needs to address this 
issue as a priority. We need to reaffirm the central importance of private sector led 
inclusive economic growth as the principal creator of productive jobs and enabler of 
long-term poverty reduction and sustainable development. Addis should bring out the 
crucial role of the private sector in generating inclusive economic growth, creating 
decent jobs and ensuring the transition to a green economy. 

 

 Private finance, including finance from institutional investors (e.g. pension funds, 
insurance companies) is larger than all public resources combined: need an enabling 
environment at domestic and international levels for harnessing this potential, a 
conducive business climate. 

 

 The private sector can play a much more important role in contributing to sustainable 
development, provided we set the right incentives. Global savings represent about 
US$20 trillion; even small shifts in private investment priorities and modalities can 
bring about significant sustainable development benefits. Such shifts can be achieved 
through policy incentives and regulations, as well as by the use of public resources to 
channel private investment towards commonly agreed policy priorities.  

 

 The issues raised by the co-facilitators are pertinent, but we think that the focus on 
the financial sector is too limited and misses the key issues holding back the private 
sector especially in the poorest countries. We should address the financing gap faced 
by the poorest countries, providing policy guidance to emphasise what should be 
done to attract private investors and sustainable financing. We should give proper 
consideration to domestic financial sector development and sustainability. 

 
Priorities 
 

 The key to private sector development is an enabling environment at country level for 
both domestic and international investors, big and small. The conference needs to 
identify clear national actions – including appropriate regulation, safeguards and 
reporting requirements – needed to ensure a thriving and sustainable private sector, 
including tackling the core causes of money leaving and not entering countries. That 
includes reforms in line with the Doing Business index. 
 

 We would prefer to see more specific proposals on developing countries’ institutional 
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is well acknowledged. National development banks and other specific public finance 
instruments (guarantee funds) for long-term infrastructure have a potential that should 
be tapped into. 
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- To partner with private sector groups to support the growth of new asset classes in 
infrastructure and sustainable investment. 
 

- To harness the potential of social impact investment through developing common 
standards and encouraging commitments, for example from philanthropists and 
investors. 

 

 Highlight the potential of blending and other innovative financial instruments. Blending 
involves combining grants with additional non
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International public finance 
 
 
General 
 

 ODA remains an important and catalytic element in the overall financing available for 
developing countries, and in particular countries most in need. Though it is 
quantitatively of small significance for developing countries as a whole, it is a major 
source of finance for LDCs which are particularly lacking domestic capacity to raise 
other sources of finance. 

 

 EU has made ambitious ODA commitments, including collectively committing to 0.7% 
ODA/GNI by 2015 and to 0.15-0.20% ODA/GNI to LDCs. We are not shying away 
from them and are determined to fulfil them, even if we have not yet been able to fully 
deliver due to an unexpected – and major – global financial and economic crisis.  

 

 This 
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 Beyond quantity, we should not lose sight of quality: we need development 
effectiveness principles to be embraced by all, in the spirit of Busan. The “Major 
challenges” list should include ensuring the development effectiveness of all flows 
and all actors – including recipients. The post-2015 agenda will provide a common 
purpose for the activities of all development assistance providers, including South-
South cooperation. 

 

 We should acknowledge that ODA increasingly integrates climate benefits in its 
conception and implementation, whether this relates to adaptation or mitigation. 
Fighting climate change and eradicating poverty are two sides of the same coin.  

 

 We should build on the successful experience of partnerships, for example in health 
and education which have driven innovation and results, 
 

 Monitoring of international public finance flows should be tackled in the context of 
overall monitoring of all MoI which is itself an integral component of holistic monitoring 
of the post-2015 framework. The final text will have to make that clear. 

 

 We would welcome further work on markers, and their application to all international 
public finance flows in a more systematic way. 

 
Specifics 
 

 Remarks on the specific actions proposed in the annex: 
 

- Language on South-South cooperation is too weak and should be aligned on 
the UNSG Synthesis Report (commitments with deadlines). It should also 
refer to development effectiveness principles. 

 
- An expert group to separate climate finance from development finance would 

be an unnecessary distraction and go against the logic of integration of 
sustainable development that prevailed in the Open Working Group. 

 
- Additional ideas to be explored include support to local authorities. 

 
- Importance of facilitating access at all levels to existing sources of financing 

for sustainable development. 
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Trade 
 
 
General 
 

 Importance of participating in global trade for development, and support effective 
integration of all countries into the global economy. See success stories in many 
developing countries. The EU supports this process strongly and remains developing 
countries’ largest trading partner and the market most open to them. 

 

 Global trade is clearly shifting towards developing countries. In fact most trade in the 
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 All countries should enhance the integration of sustainable development to their trade 
policy and support international measures to combat illegal trade harmful to the 
environment. 

 

 Aid for Trade continues to be an important element for the poorest countries to better 
access regional and global markets; all HICs, UMICs and emerging economies 
should support the poorest countries, notably through improved market access and 
through the provision of Aid for Trade in respect of development effectiveness 
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c. Each country has primary responsibility for maximising the potential of 
trade for inclusive growth and sustainable development based on 
ownership, good governance, and sound domestic policies and 
reforms. The aim is to create a stable and predictable regulatory 
environment that is favourable to the private sector and investment, 
and which contributes to a country's integration into regional and 
global value chains. At the same time, countries have to ensure 
internationally-agreed labour standards and adequate skills for the 
workforce, while promoting the transition towards a green economy. 

 
d. Many countries, notably emerging economies, have successfully 

realised the potential of trade to boost growth and lift hundreds of 
millions out of poverty. LDCs and other countries most in need have 
not enjoyed similar gains: they need support, notably in the form of 
improved market access and Aid for Trade. The Addis outcome 
document will have to recognise the new paradigm of the global 
economy: on the one hand, prioritise LDCs and other countries most in 
need; on the other, recognise the increasing responsibility of upper 
middle-income countries and emerging economies in supporting them. 

 
- In addition to these core principles, the EU would like to highlight the following 

key trade elements for the Addis outcome document: 
 

a. In order to generate momentum, the Addis outcome document must be 
positive, balanced and based on facts: for instance, any mention of 
trade-distorting measures or subsidies should refer to those of all 
countries, not only developed ones. 

 
b. Unilateral preferences continue to matter. All developed countries, 

upper middle-income countries and emerging economies should 
provide duty-free and quota-free access to their market for all LDC 
products. 

 
c. Developed countries, upper middle-income countries and emerging 

economies should also prioritise LDCs in their Aid for Trade, and 
provide it according to development effectiveness principles.  

 
d. To make trade work for sustainable development, one has to look at 

'behind the border' issues: trade facilitation; technical norms and 
standards; labour and environmental standards; investments; services; 
intellectual property rights; etc. 

 
e. The potential of regional and interregional trade agreements as 

effective building blocks towards regional or wider trade integration 
efforts, including integration into regional and global value chains, must 
be maximised.  

 
f. Implementation of the WTO Trade Facilitation Agreement must be a 

priority as it will be of major benefit to developing countries, notably 
LLDCs.  

 
g. Sustainable development, including the labour and environmental 

dimension, must be fully integrated into trade policy and trade policy 
instruments, at all levels. This includes trade and investment 
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agreements, as well as multilateral negotiations, notably the Green 
Goods initiative. 

 
h. Assessing the sustainability impact of trade agreements and their 

impact on LDCs would also be of importance in this respect. 
   



14 
 

 
 

Technology, innovation and capacity building 
 
 
General 
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 All countries should increase bilateral, regional and multi-lateral cooperation on 
science, technology and innovation and solution-oriented research; strengthen 
respective scientific, technological, statistical and research capacities and promote 
worldwide and cross-sector mobility of researchers and open access to publicly-
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Sovereign debt 
 
 
General 
 

 Debt is an important element of domestic public finance and should be considered in 
that context. Sustainable debt financing, underpinned by effective debt management, 
must be at the centre of national public borrowing strategies. It should ensure that no 
country is at high risk of, or in, debt distress. It should be informed by a respect of 
sustainable borrowing and lending practices. 

 
Priorities 
 

 In the co-facilitators’ document, there is too much emphasis on debt crises/resolutions 
and insufficient emphasis on national debt management and borrowing and lending 
policies. The “Major challenges” list should also address that. 
 

 We are willing to strengthen international efforts towards debt management capacity 
building in developing countries. 
 

 There needs to be a clear separation between the discussions on debt financing in 
the FfD process, and the separate UN process which will move in parallel on 
sovereign debt restructuring mechanisms. 

 

 On sovereign debt restructurings: Their presentation in the paper is not balanced, and 
does not sufficiently recognise the progress made to strengthen the orderliness and 
predictability of the sovereign debt restructuring process. There is ongoing 
consensual work on this issue at the IMF. It should not be addressed in the Addis 
exercise. 

 

 The sovereign debt discussion should better be included under the more general 
“domestic public finance” section. As the paper says “sovereign borrowing is closely 
linked to domestic resource mobilisation”. 

 
Specifics 
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- We do not support the following proposals: "Implement a mediation service" 
and "convene a UN-and-IMF supported intergovernmental committee to 
develop proposals for that may win widespread support". 
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Systemic issues 
 
 
General 
 

 The EU is a firm promoter of effective multilateralism and a supporter of the 
fundamental role of the UN system in global governance. It is indeed a founding 
principle of the EU, in the words of the Lisbon Treaty, to "promote multilateral 
solutions to common problems, in particular in the framework of the UN". 

 

 The world financial and economic crisis has made this even more necessary, having 
laid bare the extent of global economic interdependences. The challenges that we 
must address are shared by many: coordination is essential. 

 

 We should work together to enhance the coherence and consistency of the 
international monetary, financial and trading systems in support of development – 
need for greater policy coherence at national and international levels. We recall 
Monterrey and Doha language in that respect. 

 
Priorities 
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 Greater cooperation between the UN, the Bretton Woods institutions and the WTO is 
needed, based on a clear understanding of, and respect for, respective mandates 
and governance structures. UN system-wide coherence also needs to be enhanced. 

 

 All providers of international development cooperation should implement the specific 
commitments agreed under the Global Partnership for Effective Development 
Cooperation, with a focus on improving effectiveness, transparency, reducing donor 
fragmentation, strengthen delivery, accountability, measurement and demonstration 
of sustainable results, implementing the agreed approach in situations of conflict and 
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bullet into: "strengthen the collaboration of the network of regional and cross 
regional financial safety nets with the IMF." 
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Working Group and the UNSG. Well-being and livelihoods in accordance with 
planetary boundaries are not fully captured by a singular measurement of productivity. 
 

 Addis should – in addition to monitoring – consider the important role of data as an 
essential input to decision-making, to inform the design of effective policies and 
interventions. The paper should reinforce the commitment to the data revolution as an 
important means of implementation in its own right. 

 

 Opportunities from research and technological progress – in particular ICT 




