What does success look like?

Strengtheninglocal governments and Empowering communities and

deepening democracy

increasing accountability

Get involved

To find out more about our work, please contact us:

neha.rai@iied.org (local finance project lead)
paul.steele@iied.org (local finance project lead)
diana.mitlin@iied.org (local funds)
ced.hesse@iied.org (devolved climate funds)
sarah.best@iied.org (decentralised energy)
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Local development

‘with global finance|

Channelling finance to the local level empowers communities to tackle
poverty and respond to climate change
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In brief

The most effective way to reduce poverty and respond to climate
change varies by location. This means that local actors — local
governments, community organisations, NGOs, local businesses
and others — have a critical role in sustainable development.
They are best placed to know local concerns and priorities,
whether an improved water supply, access to clean energy for
cooking or microcredit after an environmental disaster. However,
knowledgeable local actors too often lack the finance, authority or
voice to act effectively.

Most barriers are upstream: only a small proportion of development finance and public resources
reach local governments. An even smaller share is channelled to community organisations or
small businesses. Where money is invested in low-income and other marginalised communities,
the intended beneficiaries often have little or no say over how funds are spent. If vulnerable

communities are to become more resilient and prosperous, more finance must reach the local
level and local actors must have more influence over how it is used.

Our ambition Making the case for going local

We will build political support for locally-led
Drawing on more than 25 years of work on adaptation in both national and international
local finance, IIED is now building international  climate change communities. We will work
awareness of the benefits of decentralising with local groups and agencies to help them

finance, and building local capacities to access  develop and strengthen relationships with
and manage those resources. We continueto  national government departments. With

support specific initiatives, and are currently improved knowledge and relationships, national
partnering with local and national actors in governments and international donors can work
Kenya and Tanzania to channel finance to the  together to explore ways to deliver resources to
local level. local groups and agencies.

Building the evidence base South-South learning
We will keep working with national governments, [IED will support South—South exchanges

civil society and the private sector to review between countries where finance is being
the successes and challenges of a range of effectively devolved and countries where
different local financing mechanisms. These decentralisation of finance is still emerging.
include community-managed urban funds, Sharing knowledge and experience will allow

devolved climate funds, conservation trust funds, a wider range of government and community
investment in locally controlled forest enterprises  organisations to tackle the barriers to

and finance for decentralised energy access. We |ocal-level finance.

will also develop and apply a methodology to find

out how much development and climate finance

actually flows to the local level.

Why act now?

Fulfilling the Paris Agreement, the Sustainable Development Goals and the Addis
Action Agenda will require strong action at the local level. Local organisations need to
be included in decisions about how money is spent and have enough funding to act
effectively. Yet ensuring that funding is accountable to local communities as well as
external donors will require significant changes. The Green Climate Fund potentially
offers routes to decentralising climate finance, and Habitat Ill in October 2016 is an
opportunity to put the spotlight on local-level urban development.

A snapshot of our experience

Input &
feedback

Final recipients Projects

The status quo: delivering finance through traditional channels can mean
that fewer resources reach the local level and that local actors have limited
say over how the money is spent.

Central government
Input & input

feedback Projects

Final recipients

A better future: delivering finanace to the local level can ensure that a greater
share of resources reaches low-income and marginalised groups. Channelling

finance through local actors — local government, local NGOs and local private
sector, for example — also empowers them to engage with national decision
makers and respond effectively to climate change.
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