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ABOUT THE TASK FORCE

The Secretary-General launched the Task Force on Digital Financing of the
Sustainable Development Goals on 29 November 2018 with a mandate to
recommend and catalyze ways to harness digitalization for the acceleration
of financing of the SDGs. The Task Force commenced its work in January
2018, meeting again in June 2019 to discuss progress. It has been advanc-
ing its mandate through engagement and dialogue with thousands of experts
and is guiding and commissioning research. It launched a landscape study
conducted by the Task Force Secretariat on Harnessing the Digitalization of
Finance for the Sustainable Development Goals in June and has gathered
over a hundred documents through a Call for Contributions that is open until
the end of October 2019.

To subscribe the Task Force newsletter and see other Task Force materials, go
to www.digitalfinancingtaskforce.org or contact the Task Force Secretariat at
dftf.secretariat@uncdf.org

ABOUT THIS REPORT

This Progress Report is presented to the Secretary-General by the Task
Force Co-Chairs. Although still at an exploratory stage, it points to progress
in harnessing digitalization for the acceleration of financing of the SDGs and
to a small number of areas that offer scope for opportunities at scale. The
Task Force will publish the final report in early 2020.

The Progress Report has been prepared by Simon Zadek, Sherpa to the Task
Force Co-Chairs, with the support of Tillman Bruett, Director of the Task
Force Secretariat. Particular thanks go to colleagues from UNCDF, UNDP and
the Executive Office of the Secretary-General for their contributions, includ-
ing Azeema Adam, Amil Aneja, Deena Austin, Fiona Bayat-Renoux, Christina
Carlson, Duygu Celik, Anne Folan, Joe Hooper, Judith Karl, Helene Molinier,
Marcos Neto, Imelda Panguito and Arti Singh. Any errors and omissions in
the Progress Report are the responsibility of the authors.
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Acknowledged also is the financial support to the Task Force provided by
the Government of Germany and the Government of Italy.

www.DigitalFinancingTaskForce.or

@UNDFTaskForce #DigitalFinancingTF
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Task Force

in Brief

The Secretary-General launched the Task Force on Digital Financing of the Sustainable
Development Goals on 29 November 2018 with a mandate to recommend and catalyse
ways to harness digitalization for the acceleration of financing of the SDGs. The Task Force
seeks to answer four core questions:

1. How will the digitalization of financing reshape the financial and monetary systems?
2. How has the digitalization of financing already contributed to financing of the SDGs?

3. What are the digital-finance—enabled opportunities for financing the SDGs and the
digital-finance—associated barriers and risks?

4. How best, and by whom, can the opportunities be realized and risks mitigated?

The Task Force comprises 17 members. Members include heads of fintech companies,
commercial and development banks, business associations and United Nations agencies, as
well as central bank governors and ministers. It is co-chaired by Maria Ramos, the former
Chief Executive Officer of Absa Group Limited of South Africa, and Achim Steiner, the Ad-
ministrator of the United Nations Development Programme (UNDP) and Chair of the United
Nations Sustainable Development Group. The Secretariat of the Task Force is being led by
the United Nations Capital Development Fund (UNCDF).

Emerging from its first meeting in January 2019, the Task Force issued its Framework
Document that laid out its core approach, including scope, definitions, conceptual frame-
work, crosscutting lenses and focus themes. Notably, the Task Force determined to do the
following:

¢ Focus on the impacts of digitalization on finance and money while recognizing the
broader technological transformations across communities and economies, and
so taking note of the findings and recommendations of the Secretary-General's
High-Level Panel on Digital Cooperation.

¢ Focus on the short to medium term (1-5 years) in the context of a broader, lon-
ger-term disruption to the financial and monetary systems, noting the urgency to
act and the difficulties in casting forward too far with so many uncertainties and un-
knowns.

¢ Develop practical recommendations while actively catalysing ambitious initiatives,
the latter both through its membership and as an outcome of its convenings, and by
building collaborative, international initiatives.
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The Task Force is advancing its mandate by marshalling knowledge and insights through engagement and di-
alogue as well as technical and policy research. To date, there have been interactions with thousands of stake-
holders, including practitioners, experts, business leaders, community and trade union representatives, regu-
lators and policymakers, as well as many others concerned with specific aspects of the SDGs. Dialogues have
taken place in Amsterdam, Bangalore, Beijing, Brussels, Kuala Lumpur, London, Milan, Mumbai, Nairobi, New
Delhi, New York, Paris, San Francisco, Singapore and Toronto and through hosted engagements at the United
Nations Economic and Social Council as part of Financing for Development and the High-Level Political Forum on
Sustainable Development.

Ongoing research contributions have come from diverse sources. Individuals and groups of Task Force mem-
bers are advancing research on specific topics, including UN Women on gender aspects of digital financing, DBS
Bank on digital financing and sustainable development in Southeast Asia, IEX Group and the World Economic
Forum on capital markets, and Ant Financial on digital financing of micro, small and medium enterprises.

A Call for Contributions has received over 100 submissions to date from around the world. In addition, the Task
Force is collaborating with several expert institutions, including Accenture, Refinitiv and the non-profit Sustain-
able Digital Finance Alliance. Task Force members have helped launch a hackathon on fintech and sustainable
development at the pan-African event ‘Fintech and the Savannah' in Nairobi, hosted by the Central Bank of Kenya
and the Monetary Authority of Singapore. Moreover, several members have launched their own in-house chal-
lenges on how their respective organizations can take this issue forward.

The Task Force, with support from Accenture Development Partnerships, has prepared the white paper

‘Harnessing the Digitalization of Finance for the Sustainable Development Goals, which summarizes analy-
ses of the effect of digitalization on the financial and monetary systems and links to SDG financing.

Going forward, the Task Force will continue to solicit contributions from experts and other stakeholders and
extend its dialogue series to identify more use cases, perspectives, insights and suggested actions.

This Progress Report to the Secretary-General presents highlights of the work to date. Although still at an explor-
atory stage, it points to progress in harnessing digitalization for the acceleration of financing of the SDGs and to
a small number of areas that offer scope for opportunities at scale. The Task Force will publish the final report
in early 2020.

Funding for the Task Force is provided by the Multi-Partner Trust Fund Office of UNDP, with the generous support
of the Governments of Germany and Italy.

Note: Go to www.digitalfinancingtaskforce.org for more information.
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Digitalization changes everything
and can accelerate the transition
to sustainable development.

Ninety percent of today's available data has been produced in just the last two
years. The ‘new oil’ of the global economy—more, cheaper and faster data—
is driving a new generation of products and services, with dramatic chang-
es in how they are created, delivered and consumed. Digitalization can con-
tribute to sustainable development, but its net impact will depend on societal
choices as to its application and governance. On the one hand, it can deliver
new livelihood opportunities, provide better access to public services, lessen
the carbon footprint, and enhance accountability and good governance. On
the other hand, it can reinforce existing patterns of exclusion and discrimina-
tion, drive new forms of inequality and encourage unsustainable practices,
including the environmental effects of digitalization.

Digitalization can help channel citizens’ money to finance sustainable devel-
opment. Financing needs to support the transition to an inclusive, environ-
mentally sustainable pathway, represented by the Sustainable Development
Goals (SDGs). Financial resources exist, in the form of savings and financial
assets that belong to citizens around the world. The need is to channel these
resources effectively through public and private means to finance the SDGs.
Digitalization can help overcome key barriers to the alignment of financial
flows with the SDGs, including a lack of awareness and capabilities, mis-
aligned policies and broader incentives, and shortfalls in governance and ac-
countability.

Digitalization is already supporting the financing of the SDGs. The issuance of
over half a trillion dollars of green and sustainable development bonds, made
possible by the availability of cheap and credible data, attests to the use of the
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Empowering people
is ultimately how
digitalization will help
to finance the SDGs.
So the Task Force is
not concerned with
digital innovation for
its own sake, but in
how it can empower
people in making
payments, borrowing,
saving, lending and
investing, and in how
they can hold those
accountable who
manage and spend

money on their behalf.”

MARIA RAMOS,

Task Force Co-Chair and former
Chief Executive Officer of Absa
Group Limited

monies raised. Satellite imagery is increasing information flows to investors
about climate risks and impacts, and it can identify emerging food security
challenges. Governments are raising and saving money through digitalized
tax collection and social welfare programmes. Millions of small businesses
and citizens, including women and other historically disadvantaged groups,
have better access to financial services through digital identification, big data
and artificial intelligence. Solar energy units, financed through crowdsourc-
ing and pay-as-you-go business models powered by mobile payment plat-
forms, are now in the hands of millions of low-income households, improving
household health, livelihood and educational opportunities.

Going forward, digitalization offers significant opportunities for accelerating
the financing of the SDGs by supporting, for example, the following:

e Increased mobilization of funds by improving how domestic sav-
ings are channelled into long-term investment; reducing poverty by
increasing savings through the access and use of digital savings ac-
counts; enhancing government revenue by making it harder to evade
the payment of taxes; and increasing the mobilization of international
finance at a lower cost through improved measurement and man-
agement of risks and impacts.

e Enhanced use of funds by improving the performance of public fi-
nancing through better impact targeting and tracking, as well as
strengthened public accountability; augmenting the performance of
impact-conscious investors by raising the quality and reducing the
costs of tracking; achieving greater alignment of private financing
with the SDGs through better and cheaper assessments of SDG-rel-
evant financing risks and opportunities; and increasing overall align-
ment by strengthening data-supported policies, including fiscal in-
centives, regulations and standards.

Digitalization could support three disruptive waves of change that could
dramatically shift the centre of gravity of the financial system towards the
citizen. Simply better, cheaper and more accessible information could sup-
port the first wave of opportunities to empower citizens in their financing
decisions, from their roles as savers and borrowers to consumers and pen-
sion policyholders. Disruptions caused by digitalization that disintermediate
incumbent financial intermediaries, such as banks, could provide a second
wave as new data-fuelled actors find fresh ways to customize and deliver
finance. Finally, digitalization could offer citizens the means to act collective-
ly, providing a potential third wave of opportunities for citizens to take more
control over their financial lives.
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However, the potential sustainable development dividends from digital fi-
nancing are not guaranteed by the technology or market innovation alone.
Notably, the dividends are not available to those people without access to af-
fordable digital infrastructure, those lacking the necessary digital capabili-
ties or those deliberately excluded from access to digital opportunities. For
those with access, digitalization can deliver benefits but also bring uncer-
tainties, risks and negative consequences. Unchecked, artificial intelligence
could lead to exclusionary profiling and more opportunities for the channel-
ling of illicit financial flows. Ever faster, hyper-liquid financial markets could
reduce financing for the SDGs by increasing the profitability of short-term
trading. Digital currencies could take away countries' ability to manage their
own monetary and economic affairs, just as easily as they could smoothen
and cheapen payments. Today's digital disruption of incumbent financial in-
stitutions does not alone prevent the emergence of new, digitally powered
forms of market concentration.

Robust governance innovations are needed to ensure that digitalization
supports the alignment of finance and money with citizens’ interests and
sustainable development. Shaping digital financing in the public interest is
one of the governance challenges of this time. Approaches siloed by jurisdic-
tion, governance domain and impact area are unlikely to be sufficient. There
is a need for governance innovations that are underpinned by strengthened
mandates, capabilities and instruments of central banks, financial regu-
lators and standard-setters, as well as enhanced collaboration among all
of those bodies and members of the broader policy community. Attention
will need to be paid to how digitalization itself is expressed in new forms
of governance, embedded in technical standards, protocols and algorithms,
and deployed through new business models. It will be critical to ensure that
thereis aninclusive approach to the evolution of such new rules of the road,
to maximize the potential benefits of governance and associated market in-
novations while avoiding the possible negative effects of a new generation of
exclusionary, institutional arrangements.

Findings to date point to some high-potential areas on which the future
work, initiatives and recommendations of the Task Force will focus:

1. Identifying major areas of opportunities for advancing digital ap-
proaches to the mobilization and effective use of finance in support of
the SDGs, both to address supply (including the public and private use
of domestic savings and international capital flows) and to address
specific aspects of sustainable development (such as gender, climate
and displaced people).



The Task Force is not
looking to write up
what is happening
today but ratheris
mandated by the
Secretary-General
to understand and
anticipate how the
profound changes at
the intersection of
finance, technology
and sustainability are
going to determine
the actions of both
governments and of
market actors.”
ACHIM STEINER,

Task Force Co-Chair and
Administrator of the United
Nations Development Programme

2. Supporting the governance innovations necessary to overcome bar-
riers in harnessing digitalization for the financing of the SDGs while
mitigating risks arising through digitalization (including the consider-
ation of roles for policymakers and corporate governance as well as
non-traditional approaches to governing finance and money involving
state and non-state actors).

3. Building national and regional capabilities to accelerate the local de-
velopment of SDG-aligned digital financing and to better align inter-
national developments in digital financing and money with domestic
priorities (including ways to stimulate and shape market innovations
to support SDG-aligned financing).

4. Pinpointing needs and occasions for international cooperation (in-
cluding the United Nations) to realize opportunities, overcome bar-
riers and risks (including through investments in key infrastructure
and access enablers for women and other disadvantaged groups)
and develop critical capabilities (including those of developing coun-
tries to engage in broader developments in digital financing).

5. Measuring progress in harnessing digital financing of the SDGs and
supporting more systematic international, national and regional plan-
ning and policy development as well as coordination with business
and other non-state actors.

This Progress Report is an open invitation for contributions by policymak-
ers, experts, market practitioners and consumer advocates in addressing
these focus areas. The mandate of the Task Force is to provide recommen-
dations and catalyse initiatives that will result in the more effective harness-
ing of digitalization for the financing of the SDGs. Its work to date has ben-
efited from many contributions of analyses and insights, as well as broad
recommendations and proposed initiatives. While building on the progress
made to date and delivering its final report in the first half of 2020, the Task
Force hopes to benefit further from such inputs. It, therefore, invites anal-
yses and proposals for recommendations and specific partnership initia-
tives. As part of its ongoing outreach efforts, it will continue to engage in
dialogue with policymakers, experts and practitioners, while drawing from
major reports and ongoing initiatives such as the Secretary-General's
High-Level Panel on Digital Cooperation and the United Nations initiative Fi-
nancing for Development.




For a complete version of this report, go to

DigitalFinancingTaskForce.org

Empowered lives.
Resilient nations.



