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Abbreviations 
ADB  Asian Development Bank 

AF   Adaptation Fund 

DAE   Direct Access Entity  

EPF  Environment Protection Fund 

GCF   Green Climate Fund 

GEF  Global Environment Facility 

GGGI   Global Green Growth Institute 

Lao PDR  Lao People's Democratic Republic 

LDCs   Least Developed Countries 

MAF  Ministry of Agriculture and Forestry 

MOIC  Ministry of Industry and Commerce 

MoNRE  Ministry of Natural Resources and Environment 

MPI   Ministry of Planning and Investment 

MRV  Monitoring, Reporting and Verifying  

NDC  Nationally Determined Contribution 

NSCC  National Strategy on Climate Change 

NSEDP   National Socio-Economic Development Plan 

ODA  Official Development Assistance  

OECD   Organisation for Economic Co-operation and Development  
 

PSF  Private Sector Facility  

UN  United Nations 

UNDESA United Nations Department of Economic and Social Affairs  

UNDP  United Nations Development Programme 

UNOPS  United Nations Offices for Project Services  
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I. Introduction  
The objective of this research is to provide technical support to the development of the climate 
and environmental finance chapter of the financing strategy for the 9th National Socio-Economic 
Development Plan (NSEDP). It specifically focuses on identifying financing policies and actions for 
the sub-policy area of international climate finance, focusing on increasing financial resources or 
strengthening

https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2021/
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competition over the resources. Lao PDR will, therefore, have to vigorously increase its climate 
finance readiness- the processes that can enhance the capacity of developing countries to access, 
allocate, and spend climate finance, and also monitor and report. Climate finance readiness 
would help recipient countries to enhance their relevant internal financial infrastructure in order 
to act as full participants in emerging international climate financing arrangements3.  
 
In this context, this paper discusses the country's capacity in terms of planning, accessing, and 
monitoring, reporting and verifying (MRV) climate finance which are key entry points for 
increasing access to international climate funds and proposed recommendations for way 
forwards to attract more climate finance. Alignment to national policies and strategies is taken 
into consideration when making the recommendations.  
 
Each section outlines the current situation in the country, key barriers, existing relevant measures 
or potential actions to address them and mapping of existing support from development 
partners.  
 

II. Key areas of country capacity to increase climate finance  

2.1 Planning capacity  
Planning allows countries to articulate their climate-related priorities and the financial resources 

required to meet them during a certain period of time. Building and strengthening national, 

sectoral, and local planning capacities ensures the integration of climate change and climate 

finance within national development processes and align climate, economic and social growth 

pathways. This section examines strategic and financial planning.  

2.1.1 Strategic Planning 

Lao PDR has a number of strategies, plans and key documents addressing climate change, 

including: the 9th NSEDP, the NSCC (2010) which is being updated to the year 2030, the National 

Green Growth Strategy till 2030, the NDC (2020), and the Climate Change Decree (2019).  

The strategies and plans are guiding frameworks for the country's low emission and climate 

resilient development pathways. Next key steps after having the frameworks in place is to 

mainstream the overarching directions into sectoral plans and translate the plans into actions. 

This will require technical expertise and cross-
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C. Two sources of finance currently being mobilized: 

● Cooperation with Hungary and Czech Republic (energy and solid waste)  

● Cooperation with the World Bank (waste related project)  

 

Based on this information, more effort is needed to further identify funding sources and match 

them with climate change priorities of the country.  

With the mentioned challenges, the following recommended actions are proposed:  

Recommended Actions Alignment with national 

priorities 

Identify climate financial needs and potential funding 

sources (match climate change priorities with potentials 

funding sources) 

Draft NSCC program 8: 
strengthen capacity in climate 
finance management 

Develop and implement climate financial mobilization 

strategy  

Draft NSCC program 8: 

strengthen capacity in climate 

finance management 

Source: Compiled by the author 

Relevant Development Partners’ support:  

1. 
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https://unfccc.int/sites/default/files/english_paris_agreement.pdf
http://www.ldc-climate.org/wp-content/uploads/2019/09/2050-Vision.pdf
http://www.ldc-climate.org/wp-content/uploads/2019/09/2050-Vision.pdf
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In light of the situation, the following recommended action is proposed:  

Recommended Action Alignment with national 

priorities 

Identify the appropriate government personnel or team to 

work closely with development partners when developing 

climate projects and draft funding proposals. 

New 

Source: Compiled by the author 

Relevant Development Partners’ support:  

1. In late 2019, the EPF submitted a proposal to the GCF to be accredited as a DAE of Lao 
PDR and also submitted a proposal for technical assistance from the GCF Readiness 
Program aiming to build capacity of EPF Office to complete the accreditation process and 
also assist in building GCF portfolio and preparation of GCF projects.  The TA proposal 
(namely “Completion of the Accreditation of the Environmental Protection Fund as DAE 
for Lao PDR” or “the Project”) proposed a 24 months implementation. The proposal was 
approved by GCF and the United Nations Offices for Project Services (UNOPS) has been 
assigned to manage this TA on GCF behalf.  A Grant Support Agreement has been signed 
between the EPF office and UNOPS.     
 

Note: A number of studies suggest obtaining accreditation first through the AF, ahead of the GCF 

process (which usually takes a longer time) would allow finance to be accessed more quickly 

while building human and institutional capacity9.  

2.2.2 Project design capacity  

Accessing finance requires recipient countries to be able to formulate projects that meet funding 

criteria.  A common constraint in many developing countries is the limited availability of human 

resources and technical capacities to identify available fundings and to design, develop and 

advance project proposals through the various stages and processes required. This limited 

capacity to effectively present comprehensive activities, outputs and expected accomplishments 

of project proposals hinders the ability of countries to fully access diverse sources of finance10. 

In case of Lao PDR, beside limited knowledge on available funding sources, technical capacity in 

climate change adaptation and mitigation, and limited experience to develop proposals; there is 

a language barrier as the majority of government personnel have limited English language skills 

 
9 Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH (2014). First Steps for Making Climate  
Finance Work in Lao PDR. 
The Commonwealth Secretariat (2022). Toolkit to Enhance Access to Climate Finance - A Commonwealth Practical 
Guide. 
 
10 The Commonwealth Secretariat (2022). Toolkit to Enhance Access to Climate Finance - A Commonwealth 

Practical Guide.  
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which prevents them from fully understanding funding requirements, and better articulating 

climate change priorities in concept notes and/or proposals11.  

With the mentioned challenges, the following recommended actions are proposed:  

Recommended Actions Alignment with national 

priorities 

Develop a handbook on climate finance funds in Lao and 

English.  

New 

Establish a climate finance team to disseminate 
information on available funds and their accessing criteria.  

New 

Provide a ‘training of trainers’ to selected officials who can 
continue to train and mentor their colleagues to develop 
climate projects and prepare funding proposals. 
 

New 

Support English language training for the sectors on 
terminology related to climate change and Climate Funds, 
e.g GCF, AF and GEF. 
 

New 

Source: Compiled by the author 

 

In the long run, a strategic and systematic capacity building programme should be in place to 

enhance local capacity in project design capacity. The draft NSCC includes a specific programme 

/ldcportal/sites/www.un.org.ldcportal/files/files/documents/2021/Oct/lao_pdr_-_strategic_guidelines_for_climate_financing.pdf
/ldcportal/sites/www.un.org.ldcportal/files/files/documents/2021/Oct/lao_pdr_-_strategic_guidelines_for_climate_financing.pdf
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for future projections. This is often due to the absence of climate models and systems that can 
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Relevant Development Partners’ support:  

See section 2.1.1 on ADB support.  

2.3 Monitoring, reporting and verifying capacity 
MRV is an important element in assessing the use of climate finance and in strengthening its 

efficiency and effectiveness, as it helps to increase a general understanding of the scale, 

distribution and use of funds. It will help to show who gains from accessing financial support and 

make it possible to identify gaps and needs. It will also help to monitor and evaluate trends and 

progress in climate-related investment. Lastly, MRV of climate finance will account for how scarce 

resources are used13. 

A clear overview of climate finance flows and their use will allow a targeted resourcing and 

planning of activities towards the country's climate change priorities. A strong MRV system will 

enhance stronger confidence with climate finance donors. 

At this stage, there is no established climate finance MRV mechanism in the country. However, 

there have been efforts in supporting the government to create the system from development 

partners such as United Nations Development Programme (UNDP), Food and Agriculture 

Organization (FAO), Global Green Growth Institute (GGGI) and The World Bank. 

The draft NSCC includes a proposed action on establishment of a climate finance MRV system 

under programme 8.  

With the mentioned challenges, following recommended actions are proposed:  

Recommended Actions Alignment with national 

priorities 

Agree on definition of climate finance (what should and 
should not be counted) 

New 

Agree on a tool or system to be used for climate finance 
MRV  

New 

Agree on ministry that will be in charge of climate finance 
MRV (MoNRE or MPI) 

New 

Strengthen MoNRE and line ministries on climate finance 
MRV 

New 

Source: Compiled by the author 

 

 
13 Atteridge, A. (2012). Monitoring, Reporting and Verifying Climate Finance: A Framework for Transparency of 

Support Provided to Developing Countries. SEI Policy Brief. 

https://mediamanager.sei.org/documents/Publications/Climate/SEI-PB-2012-MRV-climate-finance.pdf
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1. The GGGI is active in engaging the private sector in climate change activity, e.g. GGGI has 
Memorandum of Understanding with the Lao National Chamber of Commerce and 
Industry to jointly promote green and climate technology entrepreneurship and 
innovation in Lao PDR.  

2. The government through the cooperation among Ministry of Industry and Commerce, 
MPI and Ministry of Finance has developed green procurement policy; in light of this, 
MOIC is in the process of examine the possibility of establishing “green label” for some 
products and hotel with an aim to attract more private sector to involve in green and 
climate friendly activities.  

IV. Conclusion 
It could be observed with regard to planning capacity, accessing capacity and MRV capacity, that 

Lao PDR is at different stages depending on the area. In terms of planning capacity, there is an 

appropriate number of strategy and policy papers developed to guide the country on climate 

change adaptation and mitigation activities; and there are some efforts to identify the financial 

needs and source for the section as outlined in the NDC and the five-year sector plan.  

In relation to accessing capacity, activities supporting direct access are ongoing. EPF submitted a 

proposal to the GCF to be accredited as a DAE of Lao PDR. Similar to other developing countries, 

Lao PDR has limited project design capacity, and limited data and information on climate change, 

vulnerability and impacts, adaptation and mitigation technologies. Lastly, on MRV, a strong MRV 

system would allow the country to understand the scale, distribution and use of support and 

make it possible to identify gaps in support. Strong MRV system will enhance stronger confidence 

with climate finance donors. Currently, there is no established MRV system for Lao PDR and MRV 

is the area that has received continued and systematic support. Summary rating of Climate 

Finance Readiness capacity for Lao PDR is in Table 1.  

 

Table 1: Summary rating of Climate Finance Readiness capacity for Lao PDR 

CF Readiness 
Capacity 

Sub-CF Readiness 
Capacity 

Rating  

Planning Capacity Strategic Planning Sufficient 

Financial Planning Partially 

Accessing 
Capacity 

Direct Access Partially 

Project Design Capacity Limited 

Availability of Data Limited 



https://mediamanager.sei.org/documents/Publications/Climate/SEI-PB-2012-MRV-climate-finance.pdf
https://mediamanager.sei.org/documents/Publications/Climate/SEI-PB-2012-MRV-climate-finance.pdf
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https://www.un.org/ldcportal/sites/www.un.org.ldcportal/files/files/documents/2021/Oct/lao

_pdr_-_strategic_guidelines_for_climate_financing.pdf  

United Nations Development Programme (2012). Readiness for Climate Finance: a framework 

/ldcportal/sites/www.un.org.ldcportal/files/files/documents/2021/Oct/lao_pdr_-_strategic_guidelines_for_climate_financing.pdf
/ldcportal/sites/www.un.org.ldcportal/files/files/documents/2021/Oct/lao_pdr_-_strategic_guidelines_for_climate_financing.pdf
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Annex. The green and climate finance technical workshop of 9th 

National Socio-Economic Development Plan (NSEDP) Financing Strategy 

report 
The green and climate finance technical workshop was organized on August 11th (day 1), Crowne Plaza, 

Vientiane, Lao PDR. It is one of the three technical workshops organized to collect inputs from 

government and development partners to the development of NSEDP Financing Strategy. The 

workshops objectives and expected deliverables are provided in Box 1.  

Box 1: The workshops objectives and expected deliverables 

Objectives of technical workshops 
Three separate workshops will be taking place, on (1) public finance (domestic and international), (2) private 
finance (domestic and international), (3) green and climate finance, and social sectors finance.  
 
The workshops’ main objectives are to ensure the collaborative identification of concrete actions to finance the 
9th NSEDP. Specifically, they will provide forums to: 

¶ Discuss main national policy objectives from the 9th 
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Key actions from the group discussion are summarized as following:  

Morning session: 

Group 1:  

I. Domestic green/climate/environment funding source 

a. Currently key funding sources for green/climate/environment sector are from 

the environmental tax from the mining and hydropower company 

b. Other future potential funding sources include: carbon tax, land tax and building 

tax  

II. International green public finance  

a. To mobilize more international green public finance should more Direct Access 

Entities and 

b. Ministry of Planning and Investment (MPI) should work with and mobilized more 

funding from bilateral donors.  
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Programme 

Day 1 – Policy area 5.3 Green and climate finance 

08:00 – 08:15 Workshop opening 

¶ Mr. Kalouna Nanthavongduangsy, Deputy 
Director General of Planning  

¶ Mr. Matthew Johnson-Idan, Senior Economist, 
UNRCO 

08:15 – 08:30 
Structure of the workshop, expected 
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