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Integrated national financing frameworks—a framework

to build back better

INTRODUCTION AND OVERVIEW

The COVID-19 pandemic and the ensuing global reces-
sion are undermining fiscal and external balances in
many countries. But even before the pandemic, financing
emerged as one of the key challenges to Sustainable Deve-
lopment Goals (SDG) achievement. In their voluntary
national reviews at the 2019 High-level Political Forum,
many countries identified financing gaps as the major ob-
stacle they are confronted with.

Developments in the last 8 months have only ex-
acerbated this task. Confronted with significant spend-
ing needs for the immediate crisis response and invest-
ments in recovery, and a parallel and major drop in access
to a wide range of financing sources, countries see their
prospects for timely achievement of the SDGs imperiled.
Many risks identified before the crisis—e.g. around sov-
ereign debt sustainability—are now materializing. Fiscal
and balance of payments constraints hamper countries’
ability to make urgently needed investments in COVID-19
response and recovery. They provide a stark reminder
that sustainable development strategies and associated
financing policies must be risk-informed and long-term
oriented.

In the Addis Ababa Action Agenda, UN Member
States introduced the concept of integrated national fi-
nancing frameworks (INFFs) to help countries better
align their financing policies with long-term development
strategies and plans. In the current context, INFFs can
play a twofold role in supporting the crisis response. First,
while a full implementation of an INFF will take time,
some elements can support immediate response—e.g. a
rapid assessment of the COVID-19 impact on the financ-
ing landscape or a rapid review of support options from
the international community. Second, as countries review
and reformulate national development plans from a post-
COVID baseline, INFFs can be a valuable tool in helping
formulate a comprehensive strategy for recovery and pre-
pare for future risks—one that is aligned with the SDGs,
the Paris Agreement, and that is sustainably financed.

Summary

» Financing has emerged as a key challenge in SDG
implementation. Yet, a recent study found that 79 out
of 107 national sustainable development plans are not
costed.

» Integrated national financing frameworks (INFFs) can
help countries to close this gap. They help countries
raise resources, enhance coherence of financing
policies, and overcome short-termism in budgeting and
the financial sector.

» INFFs can also help countries recover from COVID-19
and its economic fallout, finance building back better,
and manage risks.

» Interest in INFFs has grown exponentially since the
concept was introduced in the Addis Ababa Action
Agenda—around 60 countries have committed to design
and implement integrated financing frameworks with
support from the UN system.

WHAT ARE INFFs?

Integrated financing frameworks are a country-owned
planning and delivery tool that provides a framework for
financing sustainable development at the national level.
They bring together the full range of financing sources—
public finance and tax, aid, borrowing, and private in-
vestments, to support national sustainable development
strategies or plans. To this end, they align existing financ-
ing policies and approaches and lay out a strategy to in-
crease investment, manage risks, and achieve sustainable
development. In short, they help countries operational-
ize the Addis Ababa Action Agenda, within the context of
multilateral action to support the international enabling
environment.

The 2019 Financing for Sustainable Development
Report by the Inter-agency Task Force on Financing for
Development spelled out what such frameworks can look
like. Based on this report, 16 countries are pioneering the
design and implementation of INFFs. Around 60 coun-
tries are now working with UN Country Teams, UNDP
and other UN system agencies to take INFFs forward,
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Figure 1

Countries supported by the Joint SDG Fund to develop INFFs, financing strategies and enabling frameworks

for SDG investment
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Source: Joint SDG Fund (available from: https:/jointsdgfund.org/sdg-financing).

with financial support from the Joint SDG Fund (see
Figure 1). In parallel, the IATF is further developing the
INFF methodology and publishing guidance material.

WHY INFFs?

The majority of national sustainable development strat-
egies and plans do not spell out in detail how they will
be financed—one study found that 79 out of 107 national
plans are not costed.? Such plans risk remaining a vision
rather than a vehicle for change. While most countries
have financing policies and strategic approaches for spe-
cific areas in place, these policies typically are not brought
together in a coherent strategy, nor fully aligned with na-
tional sustainable development priorities and the SDGs
(see Figure 2 for the role of a financing strategy).

An integrated financing framework helps countries
to bridge this gap and enhance alignment of all financing
policies with long-term priorities, with a view to:

» Raise resources for investment in sustainable de-
velopment, and manage an increasingly complex fi-
nancing landscape;

» Align financing with long-term priorities by help-
ing overcome incrementalism in public budgets and
short-termism in financial markets;

» Enhance coherence of different financing policies,
scanning for inconsistencies in policies that have
developed over time or been adopted in an ad-hoc
fashion; and

» Translate priorities into action.

Figure 2
Schematic of an integrated national financing framework
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Note: Schematic depiction using examples of financing policies and actors for
illustrative purposes.

National actions alone will of course not suffice to fi-
nance implementation of the 2030 Agenda. The COVID-19
pandemic has underlined the need for international coop-
eration and support. Integrated financing frameworks can
also guide partner coordination and policy asks of the in-
ternational community, even if improving the global ena-
bling environment ultimately requires multilateral action.
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HOW CAN COUNTRIES IMPLEMENT
INTEGRATED FINANCING FRAMEWORKS?

Countries do not need to start from scratch—almost all
countries have policies and institutional arrangements
on financing in place. An INFF builds on these exist-
ing arrangements, and seeks to identify and close gaps,
overcome incoherencies, and exploit unused opportuni-
ties. INFF design and implementation therefore typi-
cally starts with an inception phase, which pulls together
existing information. It then operationalizes four build-
ing blocks: i) assessment and diagnostics; ii) the financing
strategy; iii) monitoring and review; and iv) governance
and coordination.

The inception phase typically includes a scoping ex-
ercise to assess the current state of sustainable finance,
identification of an institutional home for the INFF pro-
cess, and key stakeholders and relevant institutions.
It concludes with the development of an “INFF road-
map” for next steps. There is both a technical and a po-
litical dimension to the inception phase. At the political
level, the inception phase should convert initial interest
by the government to develop an INFF into sustained
commitment across government, and lay the ground-
work for national ownership of the INFF. National gov-
ernments should be in the lead throughout the process,
including mobilizing technical expertise from within the
government to carry out the scoping exercise. UNDP’s
Development Finance Assessments are a key tool to carry
out an INFF inception phase.?

Figure 3
Building blocks of an INFF
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The assessment and diagnostics building block in-
cludes: i) a financing needs assessment; ii) a financing
landscape assessment, iii) a risk assessment, and iv) a
binding constraints diagnostic.

Analysis from the financing needs and landscape as-
sessments creates a baseline understanding of financing
gaps, both at aggregate levels and for specific SDG priori-
ties. It also highlights opportunities countries might have
to raise new financing or better align existing financing
to sustainable development objectives. Risk and binding
constraints analyses go beyond this to support further
understanding of potential impediments to financing sus-
tainable development effectively over time.

Financing needs assessments estimate the cost of
implementing national development priorities. They can
be undertaken at various level (e.g. programmatic, secto-
ral or more aggregate levels) and with different time hori-
zons (short- to long-term needs); the scope of financing
needs assessments depends on what countries wish to
cost. This also guides the choice of the right costing meth-
odology. Top-down and modelling approaches are best
suited for costing exercises aimed at informing strategic
planning and long-term target setting (e.g. to establish an
estimate of overall financing requirements for a national
development plan). Bottom-up and historical trends-
based approaches, which estimate cost at the activity-level
and require more detailed knowledge of individual inputs
or interventions, are best suited for operational planning
purposes and short- to medium-term budgeting.

Financing landscape assessments explore the coun-
try’s current financing envelope (the ‘supply side’). The
goal is to broaden the envelope while maximising invest-
ment in sustainable development. By examining trends in
volumes and use of financing, the analysis sheds light on
key challenges and opportunities. Together with findings
from the financing needs assessment (the ‘demand side”),
it can be used to develop resource mobilization targets, as a
first step toward linking planning and financing processes.

The risk assessment identifies major risks that may
be impeding financing from flowing in the country, as
well as weaknesses in the country’s financing in the face
of shocks and crises. The COVID-19 pandemic has high-
lighted that development and development financing are
only sustainable if they are risk-informed. Along with the
growing frequency and intensity of climate-related disas-
ters, it has also reminded us that when shocks occur, they
can cause major disruptions and set-backs to develop-
ment progress. The binding constraints diagnostic com-
plements the risk assessment in furthering the analysis of
the major bottlenecks to financing sustainable develop-
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ment. It helps policymakers identify problem areas and
their root causes. It also includes analysis of how feasible
and desirable removing identified constraints is. In so do-
ing binding constraints diagnostics help shape the focus
of the financing strategy and sequencing of policy action.

The financing strategy is at the heart of the INFF. It
matches financing policy actions to sustainable develop-
ment priorities. Taking assessments as a starting point, it
matches key opportunities and constraints to financing
policies, and identifies policy action in the following areas:

» Public finance, with a focus on integrating planning
and public budgeting processes;

» Private finance and investment, aligning policy and
regulatory frameworks for private finance with sus-
tainable development;

» Macro- and systemic issues, including debt sustain-
ability, macro-economic and macro-prudential poli-
cies, and other issues related to financial market sta-
bility;

» Cross-cutting issues, such as the public-private part-
nerships or sector-specific policy issues;

Actions need to be focused and carefully sequenced,
taking capacity and political economy constraints into
account. Policy measures would also undergo a ‘coher-
ence check’, to ensure that they are (i) fully aligned with
national long-term priorities and the SDGs, e.g. on issues
such as leave-no-one-behind and climate action; that they
(ii) avoid unintended trade-offs or enable synergies and
win-wins; and (iii) that they are risk-informed.

In the current context, financing strategies could be
a particularly useful tool to help reconcile large financing
needs for recovery. They can help identify medium-term
financing gaps and solutions, including when debt relief
may be needed, and thus inform comprehensive and long-
term approaches that avoid austerity and development
set-backs in the short run.

Monitoring the impact of different financing flows
and policies provides the basis for informed policy making,
facilitates learning, adaptation of policies to enhance their
impact, and can help mitigate risks. This includes moni-
toring progress across different areas of financing, track-
ing volumes and impact (for example of national budgets
and their impact on SDGs, and on private finance and in-
vestment). It also entails strengthening the coherence of
existing monitoring systems, with a view to close gaps,
and address misalignments, e.g. in the use of indicators by
national authorities and development partners. Third, it
would help review the value of the financing strategy it-
self, e.g. in increasing mobilization of additional financing
and strengthening coordination among financing actors.

An integrated financing framework needs strong
political backing and broad-based country ownership.
This lesson emerges consistently from experiences with
sustainable development strategies and financing policy
reform efforts. This calls for high-level governance and
coordination: government leadership and engagement of
all stakeholders, building on existing coordination mech-
anisms. Beyond coordination and coherence, INFF gov-
ernance should also be inclusive—ensuring broad-based
participation, dialogue and ownership by relevant stake-
holders, both within and beyond government, transpar-
ency, and accountability.

LESSONS LEARNED AND NEXT STEPS

Interest in INFFs has rapidly grown over the last two
years. As more countries are starting to adopt integrated
and strategic approaches to sustainable development fi-
nancing, more detailed lessons are emerging for their de-
sign and implementation. First and foremost, experiences
underline the critical importance of national ownership—
political support form the highest level of government,
leadership at a senior technical level, and inclusive en-
gagement with the legislature, the private sector, civil
society, development partners and other relevant stake-
holders to create broad-based buy-in.

Secondly, effective implementation relies on gradu-
al, targeted and adaptive approaches that build on exist-
ing institutions, policies and relations with development
partners already in place, rather than reinventing the
wheel. INFFs will be most effective if they enhance co-
herence of existing approaches and fill policy and capac-
ity gaps in a targeted manner, responding to the specific
needs and priorities of each country.

ENDNOTES

1 Guidance is published on the website of the Task Force
(http://developmentfinance.un.org) and will be available on
a global INFF knowledge platform, to be launched later in
2020.

2 Admos O. Chimhowu, David Hulme and Lauchlan T. Munro
(2019), The ‘New’ national development planning and global
development goals: Processes and partnerships, World
Development, Elsevier, vol. 120(C), pages 76—89.

3 For more information, see https://sdgfinance.undp.org/sdg-
tools/development-finance-assessment-dfa-guidebook

4 United Nations Inter-agency Task Force on Financing for
Development (2019), Financing for Sustainable Development
Report 2019. Available from  https://www.un.org/
development/desa/publications/financing-for-sustainable-
development-report-2019.html
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