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Recommendations and inputs to the draft outline of the report from the standing committee on finance on the doubling of adaptation finance


I. Introduction 
1. Background, objectives, expectations and potential uses of the report. Mandate stemming from decision 1/CMA.4, paragraph 42 and context, including reference in decision 1/CMA.3, para. 18 and other relevant decisions. 
2. Approach used in preparing the report, (including linkages to relevant SCF workstreams and other Constituted bodies etc.). 
3. Challenges and limitations. 
4. Structure of the report.
	Adaptation is a central part of the Paris Agreement – in which all countries committed to a long-term adaptation goal to build climate resilience. To turn this commitment into reality for the billions of people on the front lines of the climate crisis, adaptation must remain front and center as parties flesh out implementation of the Paris Agreement. Limiting dangerous global warming is urgent. But for global climate efforts to be fair, just, and durable, they must also protect the rights of those that are most vulnerable to its impacts and least able to cope. The costs of adaptation to climate change in developing countries are substantial. Consequently, adaptation finance is critical to developing countries for adapting to increasing impacts of climate change and support of rapid shift to a climate resilient development pathway. While climate finance has generally been grossly inadequate, adaptation has received even less finance compared to mitigation with funding from developed countries and multilateral agencies still skewed in favor of mitigation and not matching current vulnerable countries adaptation needs. At COP26 in November 2026, developed country parties promised to double their adaptation finance to USD 40 Billion. According to estimates based on current bilateral pledges, the projected figure will actually fall short. According to the Adaptation Gap report of 2022, international adaptation finance to developing countries amounted to US$28.6 billion in 2020. This represents a 34 per cent share of total climate finance to developing countries in 2020 and accounted for only 4 per cent increase from 2019. According to this report, the adaptation needs stands at USD 340 billion per year by 2030. This means that by 2050 costs could top $500 billion per year. The IPCC also estimates that adaptation costs in Africa will reach up to $86.5 billion annually by 2030. This means that doubling of adaptation finance using the 2019 baseline (USD 21 Billion) by 2025 leaves a huge gap. It is therefore imperative that adaptation targets must be based on documented and actual need for it to make sense.





















II. Methodologies related to adaptation finance and adaptation outcomes 

9. Methodologies related to tracking adaptation finance in the context of at least doubling the collective provision of adaptation finance in accordance with decision 1/CMA.3, para 18. 
10. Explanation of the nature and scope of approach and data used in the preparation of this report. 11. Methods for measuring adaptation finance outcomes

	It is very difficult to accurately track adaptation finance. In view of this, adaptation finance tracking methodology should provide guidance for tracking the finance associated with the filtered projects supporting communities, economic activities and the environment to adapt to a changing climate. Therefore, methodology adaptation finance for specific adaptation activities that are carried out in response to experienced and anticipated climate change impacts must takes a context-specific, granular and conservative approach to reduce the scope for over-reporting of adaptation finance.
Adaptation finance tracking methodology requires project activities that contribute to adaptation to be disaggregated from activities that do not. It must identify the links between adaptation activities and the project’s explicit intent to reduce vulnerability to climate change. Only activities that directly address climate change vulnerability are considered when estimating the adaptation finance. This means that the volume of adaptation finance is an estimate of the finance associated with specific project activities that contribute to adapting to climate change. The methodology must also improve the harmonization, comparability and transparency of the climate finance they report. It must reflect the evolving understanding of adaptation and climate resilience and advances made in the fields of adaptation finance.
These developments include the following:
a. Adaptation is no longer viewed purely as an add-on to development investments, but rather as an imperative for putting development on the path to resilience. As a result, adaptation support has expanded from traditional infrastructure sectors to a wider range of sectors, such as education, health, social protection, financial services, and research and innovation for adaptation solutions.
b. Financing modalities supporting adaptation have broadened from the typical investment loans and programmes to other financial instruments, including policy-based loans, working capital and credit lines. 
Methodology for tracking adaptation finance can be estimated using one of the following two approaches:
a. The incremental approach which estimates the additional costs associated with the activities required to adapt the project to climate change against a hypothetical baseline where the project would aim to deliver expected results without addressing physical climate risks.
b. The proportional approach refers to adaptation finance estimated as a proportion of the finance that corresponds to the adaptation activities included in a project. This may be informed by a range of credible sources including assessments of the cost of adaptation in similar operations or expert knowledge on the relevant sectoral practice, together with information on the assumptions and calculations used.
Methodology for tracking adaptation finance in policy-based financing is based on a three-step process required to identify adaptation activities:
a. Context of vulnerability: The operation clearly sets out the context of climate change vulnerability using a robust evidence base, and adaptation activities that are required to strengthen the recipient’s policy and institutional framework.
b. Intent: The operation supports the recipient to identify policy actions that can contribute to adaptation and sets out the explicit intention to develop such policy actions consistent with the context of vulnerability and in line with relevant adaptation strategies and plans.
c. Clear and direct link between climate change vulnerability context and policy actions: The policy actions included in the MDB operation directly contribute to addressing the identified climate change vulnerabilities and/or enabling adaptation.
The methodology for tracking adaptation finance in working capital identifies adaptation activities using the following three steps:
a. Context of vulnerability: Climate change vulnerability has been clearly set out for the recipient’s business model or stakeholders of influence.
b. Statement of intent: The recipient conducts adaptation activities, has sustainability certifications that require practices associated with reducing climate change vulnerability, and/or produces products or provides services that enable adaptation.
c. Capacity of the recipient: The recipient has the institutional capacity to report on related adaptation activities, sustainability certifications that include adaptation practices, and/or information related to products or services that enable adaptation or otherwise commit to strengthening that capacity.
To ensure consistency and comparability in data between the private and public sectors, the following general principles must be set and observed when collecting and reporting the data:
· Avoid double counting
· Track primary investment
· Exclude carbon emissions lock-in
· Maximize granularity
· Include tangible financial commitments
· Geared toward conservativeness 




III. Overview of the provision of adaptation finance from developed to developing countries 
11. Latest data and trends towards doubling of adaptation finance since the baseline year 2019, including potential developments since COP 26, (such as national reports through the UNFCCC and the fifth biennial assessment and overview of climate finance flows and other relevant reports such as OECD, UNEP, IIED; Oxfam; ODI; WRI etc): 
(a) Overview of adaptation finance through bilateral, regional and other channels
 
(b) Overview of adaptation finance through multilateral channels, including multilateral climate funds and multilateral development banks 

	While efforts to mitigate climate change are crucial, it is also essential to assist developing countries in adapting to the rapidly worsening impacts of climate change already being experienced due to past and current greenhouse gas (GHG) emissions. Finance is necessary to fund activities that respond to climate change-related impacts such as flooding, cyclones, coastal erosion, droughts and increased precipitation variability. Currently, 24% of the financing approved since 2003 flowing from the dedicated climate finance initiatives that CFU monitors supports adaptation, a proportion that has remained largely stagnant over recent years.      

This gap was acknowledged at COP26 in Glasgow, which put a special emphasis on efforts to significantly scale up the provision of adaptation finance by developed countries to developing countries and urged them to at least double adaptation finance provided from 2019 levels by 2025 (UNFCCC, 2021). The provision of this finance is made more complex by the unequal distribution of climate change impacts with some of the poorest countries most affected, especially SIDS and LDCs (IPCC, 2018). These countries also have differing institutional capacities to respond to climate change and to ensure that financing is utilized effectively and equitably, including with attention paid to gender and vulnerable and marginalized groups.





IV. Assessment of the provision of adaptation finance from developed to developing countries 
13. Distribution of adaptation finance by channels, instruments, sectors and regions, including sub-regions, and least developed countries and small island developing States. 
14.Balance between mitigation and adaptation and the context of taking into account country-driven strategies, priorities and needs for adaptation, including for particularly vulnerable developing countries; 

According to Adaptation Gap report 2022, the adaptation needs is projected at USD 340 billion per year by 2030. This means that by 2050 costs could top $500 billion per year. The IPCC also estimates that adaptation costs in Africa will reach up to $86.5 billion annually by 2030. This means that doubling of adaptation finance using the 2019 baseline (USD 21 Billion) by 2025 leaves a huge gap.
 
15. Effectiveness of adaptation finance: access, ownership and impacts SCF/2023/30/6 2 
(a) Access to adaptation finance 
(b) Ownership
(c) Project cycle and timelines 
(d) The impacts of adaptation finance: selected insights and experience

	
VI. 















VII. Towards (more than) the doubling of adaptation finance from 2019 to 2025

A. Challenges and opportunities in doubling adaptation finance
17. Description of key challenges to at least (more than) double adaptation finance including meeting the needs of developing countries and overcoming constraints to scaling up adaptation finance. 














18. Description of key opportunities to at least double adaptation finance, including unrealized opportunities in key sectors, and enhancing country ownership. 









	Factors Affecting Adaptation Finance Flows in Africa

Adaptation finance commitments to Africa remain substantially below the estimated needs detailed in NDCs. The factors influencing adaptation finance flows to Africa are both positive and negative and include the following:
A. Positive Factors
1.    DFI commitments to adaptation finance continue to grow
Pre-pandemic, nine MDBs announced a collective commitment to double their total levels of adaptation finance by 2025, to US$18 billion annually. Toward that end, the World Bank announced a 35% target for climate finance as a proportion of total finance from 2021–2025, of which at least 50% will support adaptation. The African Development Bank (AfDB) has committed to a target of at least 40% for climate finance by 2025, to a doubling of climate finance to US$25 billion between 2020 and 2025, and to prioritizing adaptation finance. While simultaneously mobilizing massive resources toward the global COVID-19 response, DFIs have increased adaptation investments in Africa by an estimated US$2.7 billion between 2019 and 2020.
2. Launch of innovative financing models
New innovative models for raising adaptation finance, such as the African Adaptation Acceleration Program (AAAP) jointly developed by the GCA and the AfDB, are beginning to be deployed. These instruments are designed to fill the financing gap facing adaptation projects, both by providing upfront capital and adjusting the risk-return profile of projects to meet the requirements of private investors. Between 2019 and 2020, tracked adaptation finance flows from grants and concessional debt in Africa increased by US$2.9 billion, with the potential to “crowd-in” commercial capital going forward.
3. International commitments at COP26
Additionally, COP26 outcomes included a call to action for developed countries to double their collective provision of adaptation finance from 2019 levels by 2025; strengthened adaptation finance pledges from multilateral organizations, governments, and private actors; and increased allocation of proceeds from market-based mechanisms toward adaptation. The African Group of Negotiators on Climate Change is attempting to mobilize US$1.3 trillion in climate finance by 2030, with adaptation remaining a top priority.
B.   Negative Factors
 1.    Capacity constraints 
A number of capacity constraints within African countries limit access to adaptation finance. Many institutions, including National Designated Authorities (NDA), Direct Access Entities (DAEs), and other Accredited Entities (AEs), have constrained access to finance from climate funds given the significant technical and institutional capacity required to build project pipelines and generate proposals to climate funds including the Green Climate Fund (GCF). Furthermore, there is a lack of reliable and accessible information about climate risks and impacts in many contexts. This lack of information combines with limited capacity to process available climate data and to translate findings into the necessary resilience measures.
 2.    Limited inclusion of resilience in stimulus packages
In the 2021 UNEP Adaptation Gap Report, analysis of the fiscal stimulus packages of 66 countries—including all G20 and V20 countries—showed that less than one-third (18) of the responses were found to integrate physical climate-risk awareness and resilience components, including just three African countries: Niger, Ethiopia, and Kenya. As national budgets were strained during the pandemic, annual adaptation finance provided by domestic governments rose by only an estimated US$156 million between 2019 and 2020.
3.    Minimal private sector investment
Although capital outflows stabilized relatively soon after hitting record lows in March 2020, total foreign direct investment (FDI) declined 16% in 2020 in Africa to US$40 billion, a decline to 2005 levels of investment. While annual tracked private investment for adaptation in Africa rose between 2019 and 2020 by around US$114 million, private investment only comprised 2% of total adaptation finance during the period.
4.    Africa debt crisis
The macroeconomic strain caused by COVID-19 will continue to affect 2021 finance flows, with governments and private investors particularly impacted. 56% of African countries with a credit rating suffered downgrades in 2020, further weakening the financing ability of domestic governments. Despite this setback, FDI in Africa has rebounded in 2021, with positive growth in nearly all sub-regions.
5.    Aftermath of COVID-19 and war in Ukraine
Since early 2022, the ongoing war in Ukraine has caused sudden hikes in energy and food prices, with massive disruptions to the international trade and supply chain systems. The uncertainties around food security and energy access may significantly affect the adaptation outcomes of planned and future projects. Even though adaptation financing flows from bilateral governments, and to a lesser extent from DFIs, can be expected to face constraints as resources are directed toward humanitarian aid, there are significant opportunities for building long-term adaptive capacity and resilience through a holistic and coordinated approach.
 



B. Possible recommendations to overcome challenges in doubling adaptation finance

	Several steps are needed to increase adaptation finance, from stronger political commitments to strengthened institutional capacity in public and private sectors. Better analysis and understanding of climate risks and impacts is also essential to increasing the level of finance available for adaptation.
Two kinds of measures would help: first, better measures of the economic and social risks and impacts posed by climate change; and second, better measures of the financial and economic returns on investments designed to reduce those risks. Combined, these measures would help countries, donors and the private sector agree on adaptation priorities, track adaptation finance, and integrate adaptation priorities into national planning. Furthermore,
a) The principle of CBDRRC should be the basis for climate finance disbursement.
b) Adaptation Finance should not indebt developing countries
c) We should aim at more than doubling rather than at least doubling Adaptation Finance
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