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Overview

In the lead up to COP26, the role of private finance and the private sector has received considerable
attention from global leaders. Developing countries’ effective access to financial support to green
their economies and adapt to the impacts of global warming will be essential to success at COP26.
However, public sector flows are not expected to sufficiently provide the required funding to meet
the costs of developing countries’ climate change adaptation and resilience building needs. The
world’s richest nations have consistently failed to meet the levels of money promised (EURACTIV,
2021). In March 2020, the United Nations (UN) Secretary-General Antonio Guterres outlined that the
“mobilisation by developed countries of USD 100 billion per year by 2020 through both public and
private investments” to address the needs of developing countries was one of the main priority areas
of COP 26 (as cited by Mead, 2020). By extension, one of the main stated priorities of the current COP
Presidency is to secure “an ambitious green finance package” (UK Parliament, 2021). Within the
context of this article, private finance can be defined as green investments made by non-state actors,
for example in the form of loans and equity investments (see Annex 1 for key timeline for global green
finance).
The overall scale of investment needed towards achieving a net-zero global economy is great: up to
$100 trillion between now and 2050 (Carney and Topping, 2021). According to Carney (2021), only
mainstream private finance can shape the incentives required, scale the solutions already available
and fund the breakthrough technologies needed; “moreover, it can turn billions committed to climate
investment through public channels into trillions” (Carney and Topping, 2021). However, no matter
how much funds are committed, if SIDS cannot access available climate financing in a timely manner,
it makes no difference. The current shortfall is large: there’s an estimated funding gap of between
60% and 85%, and the imbalance is greatest in the global south, where resilience and adaptation
against climate change is most acute (Carney and Topping, 2021). Nonetheless, the returns on
investing in the net-zero transition have become increasingly attractive, where the observed number
of financial institutions setting net-zero targets has increased fivefold within less than a year. However,
net zero commitments to date have been inconsistent, and there has been no mechanism for
coordinating efforts between individual private finance institutions (Carney and Topping, 2021).
Global private sector investment trends in environmental, social and governance (ESG) and
sustainability depict that there is a growing demand for sustainability solutions, as the world looks
toward economic recovery amidst a post pandemic landscape (Schreier, 2021). The COVID-19 global
pandemic has added another layer to the green finance landscape, with reduced availability of public
funds and a greater need to better leverage and facilitate private financial flows toward the green
agenda (Averchenkova et al., 2020, p. 61; Carney, 2020). On the one hand the pandemic has had a
profound impact on ESG investing, positively stimulating a heightened sense of awareness and
urgency to combat climate change and social inequality (Schreier, 2021; GlobalanceWorld, 2021). On
the other hand, the pandemic has also increased the vulnerability of already vulnerable economies
such as small island developing states (SIDS) and by extension further weakened their ability to finance
climate adaptation and mitigation needs.
If developing countries are unable to put in place strong and sustainable recovery packages, not only
will their growth prospects be deeply damaged, but their climate goals will also become irrevocably
beyond reach (Averchenkova et al., 2020). However, there have been a number of shortfalls towards
achieving the $100 billion commitment needed to address the sustainability needs of developing
countries. These have included, among other issues, a declining share of grant finance, underfunding
1
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of adaptation, and inadequate finance for least developed countries (LDCs) and SIDS (Averchenkova
et al., 2020). As of the initial 2020 deadline year, the $100 billion commitment had not been achieved
and in the lead up to COP 26 it remains yet to be reached (United Nations, 2021; Reuters, 2021).
It is within this setting that increased private financial flows (Carney, 2020) as well as the ESG and
sustainability actions of the private sector can potentially help to fill the financial gap in developing
countries’ transition to net zero. ESG provides a framework for investors seeking to invest in
companies that are creating solutions to challenges such as climate change. Under the COP 26 Private
Finance Hub’s priority area of ‘returns’, ESG scores are specifically mentioned as one of the potential
means under a global framework to help assess the credibility of transition plans (Carney, 2020).
Furthermore, sustainability services or solutions help the private sector to measure and meet the ever
evolving global and country level environmental standards based on 3 Pillars- social, economic and
environmental. Sustainability actions under these areas include (but are not limited to) services
related to:
●
●
●

Greenhouse Gas (GHG) accounting and management which quantifies total greenhouse
gases produced directly and indirectly from a business or organisation's activities.
Environmental footprinting and disclosure which helps companies and cities to understand
and disclose where their main environmental impacts occur e.g. ISO 14001.
Circular Economy which seeks reduced waste in production and consumption systems.

According to Averchenkova et al. (2020, p. 8), starting with the year 2021, the next five years are
crucial towards achievement of the Paris Agreement, during which a significantly ramped up
mobilisation of climate finances from all sources will be required. Here, the achievement of
sustainability ambitions amidst a post pandemic recovery will include a role not only for the $100
billion commitment in public funds by developed countries, but also for the large and untapped pools
of private finance (Averchenkova et al., 2020).
Given the existing shortfalls of public financing for developing countries’ climate change needs and
the growing ESG and sustainability trends in global private finance, this paper showcases the
importance of increased and more concerted inclusion of the private finance and private sector
engagement in SIDS’ and other similarly disadvantaged countries, if they are to meet their green
finance needs and their “asks” at COP26 and beyond. The remainder of this brief begins with an
overview of the global priorities on a private finance framework for climate change towards COP 26
and beyond under section 2. This is followed by a look at global policy and trends relevant to SIDS’
private sector green transition under section 3. Section 4 then reviews the relevant concerns
pertaining to the decarbonisation of private sector activity in SIDS. Lastly, section 5 presents
concluding remarks and recommendations for consideration in SIDS' private finance and private sector
green transition agenda for COP 26 and beyond.
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2 What are the Global Net Zero and COP 26 Priorities for
Private Finance?
Private finance is by far the biggest and is also a largely untapped pool of capital available for
advancing global net zero ambitions (Averchenkova et al., 2020). According to the United Nations (UN)
Secretary-General Antonio Gutteres (2020), involvement from all partners, which among others,
include the private sector, finance institutions, and the philanthropic community, will play a significant
role towards meaningful climate action (Mead, 2020). As part of the COP 26 agenda, Gutteres (2020)
further stated that a Special Envoy on Climate Action and Climate Finance, Mark Carney, will be
expected to engage with finance leaders on several key areas. Topics of focus will include carbon
neutrality, carbon pricing, climate risk disclosure, scaling up green financial instruments, embedding
climate into economic and financial priorities, and enhancing Nationally Determined Contributions
(NDCs). He also highlighted the need to transform how the financial sector worked, including
increased investments in renewables and green technologies, ending fossil fuel subsidies, putting a
price on carbon, and halting the construction of new coal power plants (Mead, 2020). In the year
following the UN Secretary General’s statements (April 2021), the United Nations Environment
Programme Finance Initiative (UNEP FI) published guidelines for private finance. The guidelines
provided recommendations for climate target setting by banks and highlighted the UN’s desire for a
global alignment on the private finance framework towards net zero (UNEP FI, 2021).

2.1.

Lead Messaging heading into COP 26

Private finance for climate action remains highly concentrated sectorally and geographically; with
most of the current stock of private sector climate investment occurring in advanced economies
(Averchenkova et al., 2020, p. 9). The documented rhetoric over the last two years further
demonstrates that the global agenda currently shaping private finance is largely being driven by
developed country perspectives (from both the public and private sectors). Representatives from the
leading global economies, financial institutions and networks identified coordinated monitoring and
reporting as a main priority for the global green private finance framework. In February 2020 the Bank
of England launched a "COP26 Private Finance Agenda"; its stated objective being that every
professional financial decision takes climate change into account. According to the Bank of England
(2021), this would mean a financial framework that includes reporting, risk management and returns
embedded with considerations to help finance an economy-wide transition (UNFCCC, 2021).
In addition, the United States (U.S.) Special Presidential Envoy for Climate John Kerry (2021), specified
that “financial commitments should adhere to clear definitions, metrics, and reporting” (UNFCCC,
2021). A further statement made by Noel Quinn, Chair of Sustainable Markets Initiative (SMI) Financial
Sector Taskforce and Group Chief Executive of HSBC Bank (2021), highlighted the need to establish a
robust and transparent framework for monitoring progress against the net zero objective (UNFCCC,
2021). For example, according to Averchenkova et al. (2020), it is important that consistent
methodologies are applied for mobilised private finance by multilateral development banks (MDBs)
and bilateral agencies. For instance, this should include the continued provision of disaggregated data
to the DAC Creditor Reporting System (CRS). Within the evolving global private finance framework,
such monitoring and reporting will also be important towards understanding how financial flows are
being distributed globally across developed and developing countries.
In line with and building upon rising global sentiments, a main focus outlined by the host country of
COP 26, the United Kingdom (UK), was to ensure building the right framework that allowed capital to
5

be allocated to manage risk and seize opportunities in the transition to net zero. Under the work of
the COP26 Private Finance Hub, this is planned to involve working with the private sector and other
stakeholders to develop four key areas (Carney, 2020). Namely, (i) reporting or climate related
disclosures, (ii) risk management that measures and manages climate-related financial risks, (iii)
returns i.e. helping investors to identify opportunities and report on their portfolios, and (iv)
mobilisation i.e. increased private financial flows to developing countries (Carney, 2020). According
to Carney (2020, p. 5) “every company, bank, insurer and investor will have to adjust their business
models, develop credible plans for the transition and implement them”. To this end, the specific
agenda of the COP26 Private Finance Hub will aim to focus on four main contributions (Carney, 2020,
p.p. 27-28):
1. supporting the development of pipeline projects,
2. the de-risking of investment,
3. the alignment of development banks’ investments with climate goals and the reporting on
the alignment of their own lending portfolios- applicable to multilateral, regional and
national development banks (MDBs and NDBs) and development finance institutions
(DFIs), and
4. encouraging the development of the infrastructure for scaling up high-quality voluntary
carbon markets (the importance of this was similarly highlighted by the findings from the
IPCC’s 2018 report)2.

2.2.

A Growing Alignment by Industry Actors

Comments made by COP26 President-Designate, Alok Sharma demonstrate one of several growing
examples of how industry actors via global networks have already begun to work towards realising a
globally aligned private finance framework. According to Sharma (2021), as the world continues down
a crucial decade of delivery on climate action, the new Glasgow Financial Alliance for Net Zero (GFANZ)
will ensure much-needed acceleration towards net zero by uniting some of the world's most powerful
financial actors (UNFCCC, 2021). Launched on 21st April 2021, the alliance membership of GFANZ
brings together leading net-zero initiatives from across the financial system aimed at accelerating the
transition to net-zero emissions by 2050 at the latest (United Nations, 2021). GFANZ is expected to act
as a strategic forum to ensure the financial system works together to broaden, deepen, and accelerate
achievement of this goal (UNFCCC, 2021). All banks who become members, will set an interim target
of 2030 or sooner within 18 months of joining, using science-based guidelines (Reuters, 2021).
According to Carney and Topping (2020), under GFANZ for the first time it is foreseen that global banks
will operate off the same minimum standard. The first 2030 targets will focus on priority sectors where
banks can have the most significant impact (Reuters, 2021). Namely, this will include the most
greenhouse gas-intensive sectors within their portfolios, from agriculture to steel, cement and real
estate (Reuters, 2021). At COP26, the alliance will aim to address three fundamental requirements for
financing net-zero:
1. Bringing consistency and credibility to the financial sector’s net-zero commitments by
ensuring they are backed by robust targets, near-term action, and accountability.
2. To coordinate action between institutions and across the financial sector- allow institutions
to make faster headway on technical challenges, such as establishing best practice for

2

In its 2018 Summary to Policymakers report, the IPCC highlighted that system transitions can be enabled by an
increase of adaptation and mitigation investments, via the mobilisation of private funds by institutional
investors, asset managers and development or investment banks, as well as the provision of public funds.
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implementing their own net-zero objectives and ensuring market infrastructures from credit
ratings to exchanges support the transition.
3. Support ambitious government climate policies that are more credible and predictable to
achieve net zero (UNFCCC, 2021).
It is further expected that the UN-Convened and industry-led Net-Zero Banking Alliance (NZBA- a subnetwork of GFANZ)3 will deliver internationally consistent guidelines for private finance (UNFCCC,
2021). The NZBA’s net zero 2050 pathway commitments aim to provide an internationally coherent
framework and guidelines in which to operate that will be supported by peer-learning from banks
pioneering green financing (UNEP FI, 2021).
Under another global alliance, banks who are members of the Sustainable Markets Initiative (SMI)
Financial Services Taskforce (launched in January 2020)4 have prioritised attention on the following
areas ahead of COP26 in November 2021:
●
●
●

●

2.3.

definition of a credible pathway for how banks can achieve net zero,
work to advance industry best practices and engage across industries to help accelerate the
transition to a net-zero economy,
to accelerate the flow of private investment into sustainable infrastructure projects by
identifying initiatives and solutions that will remove barriers and can scale investment into
sustainable finance projects around the world, and
development of a deep and liquid global market for carbon credits (SMI, 2021).

The Prevailing Priorities

The prevailing global private finance priorities for climate change can be thematically summed up
under seven (7) main synthesised areas. Based on the widely publicised statements by the United
Nations (UN), statements by representatives of the leading global economies, published studies and
reports, and the reported actions of industry actors reviewed above, these main priority areas include:

3

Launched on 21st April 2021, the NZBA is the banking element of the Glasgow Financial Alliance for NetZero (GFANZ) and is convened by the UN Environment Programme Finance Initiative. It comprises a network of
57 banks from 29 countries, representing almost a quarter of global banking assets (over US$38.6 trillion).
4 The SMI was launched in January 2020 at the World Economic Forum 2020 Annual Meeting in Davos. The FSTF
operates as an industry sub-group of the SMI.
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Figure 1.

Prevailing global private finance priorities for climate change

Actions around the above priority areas will have implications for the global private sector including
in developing countries like SIDS. The section below explores how changes in public policy at the
national and regional levels, and the private finance framework have already begun to shift the
landscape in which the private sector operates. It shows a growing acceptance that the status quo is
no longer acceptable; reflected by recent trends in ESG and sustainability.
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3 Global Policy Trends in ESG & Sustainability Relevant to
a Successful Green Transition in SIDS
3.1.

Global Shifts in Government Policy and Regulation Relevant to SIDS

The IPCC (2018)5 highlights that alongside the provision of public funds, government policies
will play an important facilitatory role in the mobilisation of private funds by institutional
investors, asset managers and development or investment banks, thus enhancing the
effectiveness of other public policies. Governments of developed countries have increasingly begun
to introduce standards for reporting climate risks and opportunities (Carney, 2020). Private sector
companies in these countries are in turn required to set their own net zero targets, publish
achievements on the targets set, establish short term milestones, monitor progress, and detail the
governance of their net zero plans (Carney, 2020). Up to 63 countries have listed net zero targets
(ClimateWatch, 2021; World Resource Institute, 2021) with corresponding policies relevant to private
finance and the private sector. Within these policies, advanced economies are rapidly moving towards
mandatory disclosure of companies' impact on the climate. For example, in June 2021, the G7
announced their backing to make climate risk disclosure mandatory according to the existing
recommendations made by the Task Force on Climate-related Financial Disclosures (TCFD) (Reuters,
2021; Broom, 2021; CDP, 2021). At the July 2021 Third Finance Ministers and Central Bank Governors
Meeting, the G20’s official statements similarly backed the development of a baseline global reporting
standard, under robust governance and public oversight and that builds upon the TCFD framework6
and the work of sustainability standard-setters7 (Ministry of Economy and Finance, Italy, 2021).
Government policy stemming from recent geopolitical developments will further have a potential
impact on the resources available for the green transition in SIDS. In response to China’s Belt and Road
Initiative (BRI- which in recent years has shown significantly declining investment trends), the G7 in
June 2021 announced its ‘Build Back Better World (B3W)’ initiative as an alternative to the BRI to help
narrow the $40+ trillion infrastructure needs in developing countries, which will include SIDS (The
White House, 2021). The initiative involves catalysing private capital to invest in global infrastructure,
of which climate forms one of the B3W’s four core focus areas (CSIS, 2021). Under the B3W initiative,
the United States (US) together with the private sector, other US stakeholders, and its G7 partners,
aim to collectively catalyse hundreds of billions of dollars of infrastructure investment for low- and
middle-income countries in the coming years (The White House, 2021).
Also relevant to a successful green transition in SIDS, are the policy shifts observed at the regional
level by SIDS’ major geopolitical and trading partners. The European Union’s (EU) Taxonomy or Draft
EU Green Deal sets specific performance thresholds for private sector entities towards the region’s
5

IPCC, 2021: Summary for Policymakers. In: Climate Change 2021: The Physical Science Basis. Contribution of
Working Group I to the Sixth Assessment Report of the Intergovernmental Panel on Climate Change [MassonDelmotte, V., P. Zhai, A. Pirani, S. L. Connors, C. Péan, S. Berger, N. Caud, Y. Chen, L. Goldfarb, M. I. Gomis, M.
Huang, K. Leitzell, E. Lonnoy, J.B.R. Matthews, T. K. Maycock, T. Waterfield, O. Yelekçi, R. Yu and B. Zhou (eds.)].
Cambridge University Press. In Press.
6 Within its 2017 Final Report, the TCFD made recommendations around four thematic areas that represent core
elements of how organisations should operate. These included recommendations under the areas of:
governance, strategy, risk management, and metrics and targets.
7 For example, the Carbon Disclosure Project, the Climate Disclosure Standards Board, the Global Reporting
Initiative, the International Integrated Reporting Council, and the Sustainability Accounting Standards Board
(Cohn, 2020).
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net zero goals. The Taxonomy aims to reorient capital flows towards sustainable investment where
providers of financial products, large companies and listed firms in the EU must disclose which
investments comply with the taxonomy’s climate criteria. Namely, it provides a ‘green compass’ for
investors, aimed at improving transparency to prevent greenwashing by companies (YES EUROPE,
2021). Financial market participants and financial advisors will be required to provide information on
the environmental objective of the investment according to the taxonomy as well as details on the
proportion of the investment in environmentally sustainable economic activities (Dobrauz, 2020).
Foreseen incentives and methodologies will stimulate companies to measure the environmental costs
of their business and profits derived (European Commission, 2021; European Parliament and Council
of the European Union, 2020).
At the national level, existing laws and regulations are becoming stricter pertaining to the required
role of private finance and the private sector in the green transition. An example is demonstrated by
the UK’s evolving green transition policy landscape. The UK’s Climate Change Act (CCA, 2008) makes
specific mention of global value chains (GVCs) as part of its legally binding target to cut GHG emissions
by at least 100% below 1990 levels by 2050. Specifically, the UK has committed to reduce its emissions
for its activities both at home and abroad within relevant commercial value chains across the globe
(CEE Bill Alliance, 2021). In addition, the Chancellor of the Exchequer announced that the UK will
become the first country in the world to make the Task Force on Climate-related Financial Disclosures
(TCFD) aligned disclosures fully mandatory across the economy by 2025, going beyond the ‘comply or
explain’ approach (HM Treasury, 2020). This would become mandatory for large, privately-held
businesses as well as for those with shares listed on public markets (Source: Jones, 2021). The
Chancellor also announced a UK green taxonomy. This will entail a common framework for
determining which activities can be defined as environmentally sustainable. Similar to the EU
Taxonomy, the UK taxonomy aims to improve understanding of the impact of firms’ activities and
investments on the environment and to support the UK’s transition to a sustainable economy (HM
Treasury, 2020).
In the messaging leading up to COP26, Mark Carney, the UK’s UN Special Envoy for Climate Action and
Finance (2020), has implied that observed sustainability trends in developed countries are expected
to have foreseen benefits in emerging and developing countries’ green transition. While he recognised
international private financial flows as critical to supporting the financing gap to transition in
developing countries, he also acknowledged that necessary flows to these countries were still limited
(Carney, 2020). According to Carney (2020, p. 10) improved reporting, risk management and measures
in developed countries will “accrue to emerging and developing economies” by incentivising
investment to decarbonise across the supply chain including in developing countries. In addition,
companies will have to show the role of carbon offsets in their transition. However, the emerging and
developing countries likely to see any benefits from the private sector’s value chain decarbonisation
efforts would more likely be in cases where a significant proportion of companies’ operations
conducted domestically exist. For instance, in large developing economies such as India, China and
Brazil, rather than within the small markets of SIDS. Other potentially expected benefits relevant to
SIDS under the COP26 Finance Hub’s priority areas include:
●
●

an increased demand for offsets, the most cost-effective of which tend to be in emerging and
developing economies, and
better assessment and management of companies’ physical risks and the increased provision
of insurance. This is especially relevant for SIDS, many of whom are most exposed to the
physical impacts of climate change (i.e. more extreme weather and frequency of natural
disasters).
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3.2.

Climate Finance De-risking Platforms

The work undertaken by climate finance de-risking platforms also have the potential to provide
additional valuable resources to SIDS’ green transition efforts. According to Pierre Gramegna,
Luxembourg Minister for Finance (2021) “unlocking private finance and de-risking projects in
developing countries is key to bridging the financing gap”. These platforms blend private and public
finance and have the potential to offer the scale of investments at the pace needed in SIDS when
coupled with an enabling policy and regulatory environment (UNDP, 2017). For example, the
Luxembourg-EIB Green for Growth Fund (GGF) leverages risk capital provided by public institutions
with additional private capital to substantially increase investment volumes to regions and sectors
that do not normally attract such flows (the GGF has focused on large developing countries in Africa,
Asia and Latin America) (European Investment Bank, 2021).
The exact extent to which SIDS have been able to access these platforms requires further exploration.
Little information can be found on the platforms that are especially available to SIDS, and where such
platforms do exist can be limited to a specific area. For example, the Global Fund for Coral Reefs (GFCR)
which specifically focuses on the coral reef funding gap (GFCR, 20208). Other examples of blendedfinance options available to SIDS include the MesoAmerican Reef Fund, Problue, the Blue Action Fund,
Sustainable Ocean Fund, the Global Ecosystem Resiliency Facility (GERF), and IRENA’s Climate
Investment Platform (CIF). However, two key questions remain: how easily accessible are these funds
to SIDS? and to what extent can SIDS benefit from such platforms for their economy-wide or largescale multi-sector green transition efforts? A recent and more global example is the UNDP and GISD
Alliance’s SDG Investor Platform launched in April 2021. It is expected to unlock trillions on SDGAligned Investment Globally (UNDP, 2021) and is worth keeping a close eye on in terms of its potential
to provide blended green financing in SIDS. In terms of SIDS’ experiences accessing private finance
through such platforms, one can learn from another global platform, the Green Climate Fund’s Private
Sector Facility (PSF). The PSF aims to provide resources that help to leverage private finance for climate
ambitions. However, according to a recent independent evaluation report, the PSF’s “conception of
the private sector bears no resemblance to the micro-scale, low-capital base and low capacity for risk
most common among national businesses in SIDS” (Green Climate Fund Independent Evaluation Unit,
2020, p. xxv-xxvi)9.
Correspondingly the report found that the GCF lacked “a common understanding of and contextsensitive strategy for the private sector” in SIDS. GCF-funded projects in SIDS were found to have
raised significantly less private sector co-finance than in non-SIDS – just US$18 million in SIDS,
compared to over US$3 billion among non-SIDS (Green Climate Fund Independent Evaluation Unit,
2020). The GCF’s Independent Evaluation Unit (2020) outlined in their conclusions that “the most
significant barrier that SIDS faced in accessing the GCF was a lack of capacity to develop concept notes
and funding proposals to the GCF standard”. SIDS continue to face the challenges of limited capacities
and human resources which will inevitably impact their attempts to access any climate finance derisking platform, not just the GCF. In their 2018 study, Samuwai and Hills10 paint a picture of the
existing SIDS’ framework for accessing private climate finance. The authors concluded that in the case
8

Global Fund for Coral Reefs, Terms of Reference 2020-2030.
Independent Evaluation of the Relevance and Effectiveness of the Green Climate Fund’s Investments in Small
Island Developing States, Final Report.
10 Samuwai and Hills, 2018. Assessing Climate Finance Readiness in the Asia-Pacific Region. Sustainability.
9
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of most Pacific SIDS (PSIDS), especially among the poorer and more vulnerable countries, the current
manner in which multilateral and private finance flows are mobilised would result in a lack of access
to finance that will be severe and in some PSIDS existential. Therefore, going forward, in order to truly
make both multilateral and private finances accessible within SIDS, these platforms will need to adopt
strategies that are better tailored not just to the human resource but other relevant limitations faced
in SIDS.

3.3.

What Do These Developments Mean for SIDS?

The above developments will have implications on SIDS’ private sector activities. Namely for those
companies who are part of global value chains, trading internationally into developed country markets
and for those who in future seek integration into global value chains. Given the changing global green
policy landscape for private finance and the private sector, in the lead up to COP26 the key question
arises: what implications will trends in global green policy, ESG and Sustainability have on SIDS’
trade and private sector green transition? In answering this overarching question, several subquestions should be considered as relevant for further discussion pertaining to SIDS’ COP26
negotiating agenda. These include:
1. How will/ can the changing global policy related to private finance in developed countries
impact SIDS’ companies and their green transition?
2. How will/ can the observed trends in private sector activities concerning ESG and
sustainability impact SIDS’ companies and their green transition?
3. Will trends in private finance policy and the global private sector’s green transition efforts
create new barriers to trade for SIDS companies?
4. Given their small markets, to what extent will decarbonisation across developed countries’
global supply chains realistically benefit SIDS?
5. What measures can SIDS take to ensure their private sector companies are not
disadvantaged in the changing global private finance and private sector landscape?
Recommendations:
Figure 2.

Recommendations on Crucial Areas for Future Research & Discussion
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4 Concerns Relevant to and Raised by SIDS- How Can
Private Finance Support Decarbonisation Pathways in SIDS?
A recent statement issued by CARICOM made by the Secretary-General, Dr Carla Barnett
(October, 2021), stressed the importance of “collective action to support adaptation and
mitigation at the national, regional and international levels”. For SIDS, the effective
implementation of such collective action should be driven by and will require a more coherent
understanding of the common interests and concerns not just of small islands but with their
wider developing country counterparts. Such understanding should in turn facilitate the
development of joint strategies which lead to more effective engagement by developing
countries with their developed country counterparts within and outside of the COP arena
towards global achievement of the Paris Agreement. CARICOM’s Secretary-General added
that “an urgent need exists to close the emissions gap to maintain global warming to well below
1.5 °C” and that “it is time to close the Paris Rulebook and the point of implementation”. It
was also highlighted, in a presentation delivered by Professor Michael Taylor of the University
of the West Indies (UWI), that COP26 is a politically significant moment for accelerating
ambition, noting that 1.5° does not represent a safe climate for the world or for Small Island
Developing States (SIDS); at 1.5°C, “we are only guaranteed half a chance of a liveable future.”
This urgency further justifies the need for SIDS to seek and leverage all possible strategic alliances that
can help to push their agenda from multiple fronts towards a shared SIDS’ decarbonisation goal that
at a bare minimum is in line with a 1.5°C global scenario.
4.1.

Shared Developing Country Issues for a 1.5°C World

According to the IPCC (2018, p. 21), in the context of sustainable development and poverty
eradication, limiting the risks from global warming of 1.5°C will involve system transitions that employ
public policy instruments that enable the acceleration of technological innovation and behaviour
changes. This will include government policies that help to lower the risk of low-emission and
adaptation investments. Studies and reports indicate that a number of overall challenges exist for
private sector green investment which include access to finance and the mobilisation of funds,
especially for the developing and most climate vulnerable countries (IPCC, 2018) such as SIDS, the V20
and the G20. Recent statements made, and findings from studies and reports in the last two years
indicate that these remain common developing country issues that still need to be addressed.
At the July 2021 International Conference on Climate Change (ICCC), an intervention by the President
of the World Bank Group, Mr David Malpass, included focus on the importance of helping emerging
markets and developing economies with the preparation and implementation of long-term low
greenhouse gas emission development strategies (LTS) (Banca D’Italia, 2021, The Presidency’s
Summary). He also flagged the importance of deepening our understanding of the barriers to largescale private investment in climate projects. The conference also shed light on the G20 Green Agenda
in the area of finance and climate change. Participants at the ICCC agreed that there was a need to
actively engage the private sector in country-specific climate solutions. Participants also concurred
that public-private cooperation can be instrumental in boosting investments in sustainable
infrastructure and innovative technologies (Banca D’Italia, 2021).
Public and private sector attendees reiterated the need for scaled up private investments to allow for
the transition towards net-zero societies. To this end, it was agreed that public policies should be
designed to encourage the private sector to invest in innovative and green technologies and to align
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business models with sustainability, climate, and biodiversity protection goals (Banca D’Italia, 2021,
The Presidency’s Summary). An important aspect raised was the need to better manage financial risk
stemming from climate change (both physical and transition risks) as well as for understanding
investment opportunities. According to Randal Quarles (2021), Financial Sustainability Board Chair, in
order to achieve this, access to high-quality, consistent, reliable and comparable climate-related data,
including entity-level disclosures, is crucial. Mark Carney (2021), the UK’s UN Special Envoy for Climate
Action and Finance, further emphasised that for developing countries, given their many constraints
faced, Multilateral Development Banks (MDBs) would play a key role in speeding up the flow of private
finance for climate-related actions in developing countries.
Several other conference participants further highlighted that MDBs were also critical for creating an
enabling, de-risked environment for private investments in developing countries. Averchenkova et al.
(2020, p. 9) suggest an important facilitatory role for the Development Finance Institutions (DFI)
system which would include MDBs and the IDFC (International Development Finance Club). They
elaborate that these institutions can facilitate increased private finance flows by acting as an interface
between public and private finances, mobilising and leveraging climate finance at scale - enhanced
private sector multipliers through strategic partnerships and better instruments. Overall, participants
agreed that the adoption and implementation of clear and common baseline disclosure standards, as
well as improving access to climate data, will be essential to foster private sector engagement in
developing countries (Banca D’Italia, 2021, The Presidency’s Summary, p. 3).
Several ICCC participants also supported a key role for carbon pricing towards curbing emissions within
a reasonable timeframe. According to the Managing Director of the IMF, Kristalina Georgieva (2021),
green investments will play a key role in spurring economic recovery as well as sustainable and
resilient growth. Yet she also highlighted that green investments on their own are not enough. She
also encouraged countries to coordinate carbon prices since this can effectively incentivise low-carbon
production and consumption while raising public revenues to finance green investments. A suggested
starting point was “the introduction of an international carbon price floor, differentiated according to
different stages of development”. Such a carbon price floor would not have to be a tax, where some
countries may prefer other measures that achieve the same outcome; such as emission trading or
combinations of feebates/regulations at the sectoral level (Banca D’Italia, 2021, The Presidency’s
Summary, p. 2). However, conference participants also agreed that the political viability of carbon
pricing instruments will rely on striking the right balance between ambition, fairness and enhanced
coordination, while factoring in political and economic constraints, above all those faced by
developing countries (Banca D’Italia, 2021, The Presidency’s Summary). In light of the key developing
country-related issues and comments raised, the first draft of the G20 Sustainable Finance Roadmap
highlighted focus on five key areas: (i) Market development and approaches to align investments to
Sustainability Goals; (ii) Consistent, comparable, and reliable information on sustainability risks,
opportunities, and impacts; (iii) Assessment and management of climate and sustainability risks; (iv)
Leverage public finance, policies, and incentives; and (v) Cross-cutting issues (G20, 2021).

4.2.

The Concerns of SIDS and Other Vulnerable Developing Countries

The flow of international adaptation financing has not kept up with SIDS’ needs, where commitments
made are not accessible enough to SIDS. Fiji has recommended a higher $700 billion climate financing
commitment, where around $75 billion is suggested towards assisting SIDS to leverage financing,
blended financing strategies, attracting private investment etc. Following calls at the March 2021
Climate and Development Ministerial for a Task Force on access to finance, the UK began work with
Fiji and other interested countries to initiate a new Task Force on access to finance. Participants at the
ministerial meeting also discussed the need to increase the proportion of finance that reaches the
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local level and that new mechanisms were needed to improve access and empower the most
vulnerable countries and communities. Focused on public finance, heading into COP26, the expected
deliverables of the Task Force include: (i) setting out a practical new approach to accessing climate
finance to ensure countries and communities get the climate finance they need, in a way that supports
their long-term plans to address climate change, (ii) developing a set of principles and
recommendations on access to climate finance, and (iii) to trial the approach in five pioneer countries
together with climate finance providers11. Although its current focus is on public finance, the Task
Force has recognised the importance of private finance. In addition, all three areas of its current
proposed scope of activities also prove relevant to the broader outlined developing country private
finance agenda.
Leaders who spoke at the V20 Climate Vulnerable Finance Summit (July, 2021) highlighted the failure
of developed countries to deliver long-overdue climate funding and called for a rethink of the financial
flows needed to cover the financing gaps, this included more private sector investment. The V20’s 48
member countries represent some of the most exposed to the impacts of the climate crisis. Costa
Rican President Carlos Alvarado Quesada called for more grant-based finance, saying that around 80%
of current climate finance comes in the form of loans, which “worsens our financial burdens and
increases the climate vulnerability of developing countries.” Leaders called on all multilateral
development banks to align their financing with the Paris climate agreement (Gurzu, 2021).
In July 2021, the V20 Group of Finance Ministers called on the International Monetary Fund and other
related international financial institutions to intervene with practical solutions for the delivery of the
$100 billion per year pledged by developed countries under the Paris Climate Treaty (UNDRR, 2021).
They urged the IMF and other financial institutions to jointly assess gaps and failures in international
finance and to propose practical solutions which took into consideration debt sustainability. This
included calls for a clear and concrete Delivery Plan for the UNFCCC-agreed US$100 billion per year
for the period 2020 until 2025 (that is a total of US$500 billion). In the area of private finance, this
included public and private mobilisations to reach at least $500 billion in 50:50 balanced (adaptationmitigation) flows for the period 2020-24 (UNDRR, 2021).

4.2.1. Loss & Damage- A Potential Role for Private Finance?
Through strategic positioning, wider developing country priorities can help to serve the specific
concerns raised by SIDS. Namely, it can benefit SIDS to leverage the growing consensus on private
finance topics (e.g. aligning investments to sustainability goals and leveraging public finance, policies,
and incentives- G20 Sustainable Finance Roadmap) to progress other important areas such as Loss and
Damage (L&D). For the Climate Vulnerable Forum (CVF) member countries and the Alliance of Small
Island States (AOSIS), Loss and Damage (L&D) is a high priority area, where new and additional finance
for L&D is being called for (Sharma Khushal, et al., 2021). Suffering from worsened debt levels due to
the global COVID-19 pandemic, climate vulnerable countries have even given an indication that they
are prepared to declare COP26 a failure if L&D is not delivered on this year (Sharma Khushal, et al.,
2021). However, L&D has been a slow to progress and controversial COP agenda topic under public
financing. Given its setbacks within the COP forum, SIDS must explore new and innovative tactics that
can be employed alongside their partner countries to help push the L&D agenda item forward beyond
solely the public financing arena within and outside of the COP sphere.
A need remains for developed countries to accept the imperative for providing L&D financing to SIDS
that is adequate. Private finance can potentially play a role in advancing SIDS’ L&D agenda. Namely,
by creatively and more strongly connecting L&D to private finance mobilisation and the overall COP26
11

Source: Taskforce on Access to Climate Finance: External Narrative, 2021.
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goal. L&D continues to be a politically sensitive topic, considered to be a red line area for developed
countries who do not want to set the precedent of compensation. SIDS could employ a ‘piggyback
tactic’ to connect L&D with the high priority COP26 ambition area of increased private financial flows
into developing countries (Carney, 2020), referencing Articles 6 and 9 of the Paris Agreement. For
instance, the possibility of an aggregated SIDS’ target that can be used to assess and address the L&D
financing gap for minimising and addressing L&D ex-ante and ex-post. This would include identifying
specific actions to address L&D that private finance could possibly address and suggesting potential
developed country incentives that could stimulate flows in these directions. In this manner (of a
refocused approach that ‘piggybacks’ on other higher priority COP agenda items), SIDS and vulnerable
countries may finally be able to achieve some headway in obtaining a higher level of prioritisation on
the L&D topic at COP26.

4.2.2. Debt and Private Finance Mobilisation
According to Germanwatch’s 2021 global climate risk index, the 10 countries12 most affected by
climate change between 2000 and 2019, included at least four island countries: Puerto Rico, Haiti, the
Philippines, and the Bahamas (Gurzu, 2021). Overall, SIDS have higher debt distress than other
developing countries. According to Bouhia and Wilkinson (2021), in Dominica, for example, total public
debt is high (78% of GDP); the current account deficit is high (43% of GDP), and the debt service rate
is high (10% of government revenues).
Figure 3.

External Debt in SIDS

Source: Bouhia and Wilkinson (2021).
This dire picture further emphasises the importance of leveraging all available possible financing options
towards SIDS’ priority areas of sustainability. In the lead up to COP26, the UK and Fiji have committed to launch
12 Puerto

Rico, Myanmar, Haiti, the Philippines, Mozambique, the Bahamas, Bangladesh, Pakistan, Thailand, and

Nepal.
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the Taskforce on Access to Climate Finance which aims to help amplify SIDS voices and drive action on their
priority issues. However, private finance is not covered by the Task Force on Access to Climate Finance Strategy
Revised Concept Note (09.2021) for COP26, only public financing at this time (UK Government,
2021). Nonetheless, SIDS can align with other groupings that are going ahead towards forming a private finance
framework that actively takes developing country concerns into consideration. For example, scope exists for
collaboration and alignment between the SIDS’ and G20’s agenda on the 5 following core areas: (i) de-risking
the environment for private investments in developing countries- the adoption and implementation of clear and
common baseline disclosure standards, the design and introduction of public policies that align business models
with sustainability goals and incentivises green investment, as well as improving access to climate data that leads
to viable investment opportunities, (ii) identification of the barriers to large-scale private investment in climate
projects followed by country-specific responses that actively engage the private sector towards climate
solutions, (iii) working with MDBs on public-private cooperation that boosts investments in sustainable
infrastructure and innovative technologies, (iv) coordination to establish a recommended carbon price floor that
sufficiently incentivises low-carbon production and consumption and that is differentiated according to
countries’ different stages of development, and (v) identification and replication of transition best practices in
leveraging public finance, policies and incentives.

Due to their vulnerable economic standing, any strategic collaborations ultimately pursued by SIDS will need
to ensure that: climate action and economic recovery are mutually supportive, work to scale up investment
without increasing the debt burden, attract large-scale private flows, and secure access to long-term affordable
finance at a time of rising capital costs (Hourcade et al., 2021, p. xv). According to Hourcade et al. (2021, p. xvxvii), SIDS’ mutual challenge of climate action and economic recovery can be addressed via four sets of
complementary actions. These include:

1. Integrating policies on climate action, sustainable development, and Covid-19 stimulus to
minimize incremental investment requirements and optimize development co-benefits;
2. Alleviating developing countries’ debt burden to create fiscal space to finance their green,
climate-resilient recovery plans;
3. Leveraging sovereign and multi-country guarantee funds to reduce investment risk and
catalyse private finance; and
4. Increasing developing countries’ access to the green bond market.
The Caribbean country of Saint Lucia provides an example of a SIDS that has already begun to explore
the above highlighted four sets of instruments (Hourcade et al., 2021, p. xvii). One of the SIDS hardest
hit by climate change, Saint Lucia is in the process of translating its NDC into a detailed investment
plan, exploring financial innovations like resilience bonds and climate debt swaps to supplement public
resources and to finance these efforts without raising its debt (Hourcade et al., 2021, p. xvii).

4.2.3. Renewable Energy
At least 38 SIDS have included renewable energy as a key part of their low emissions development strategies
(IRENA, 2021)13. In a 2020 meeting of member countries under IRENA’s SIDS Lighthouse Initiative (SIDS

LHI), main priority areas identified towards energy sustainability included: (i) increased access to
finance, (ii) the development of bankable projects, (iii) closer cooperation with the private sector, (iv)
having credible and reliable energy data to attract private sector investment and sustainability
commitments, and (v) moving forward a global offshore renewables agenda within multilateral
settings such as the G20 and COP26 (IRENA, 2021, p.p. 10-14).
13

IRENA, 2021. SIDS Lighthouses initiative: Progress and way forward, International Renewable Energy Agency,
Abu Dhabi.
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4.3. Key Observed Overlaps Between Wider Developing Country Interests for
Private Green Finance with the Climate Concerns Relevant to SIDS
Based on the published stances reviewed, objectives stated, and official statements made,
several notable overlaps stand out across the developing country groupings relevant for COP
26 as well as SIDS’ climate financing agenda beyond November 2021. Messaging reviewed
from the G20, V20, the Task Force on access to finance, CVF, AOSIS and the SIDS LHI
highlight 6 main important elements towards advancing the green private finance agenda in
SIDS alongside other developing countries’ interests. These include: (i) debt sustainability, (ii)
private finance mobilisation, (iii) aligning investments to sustainability goals, (iv) implementing/
trialing climate solutions, (v) loss and damage (L&D), and (vi) achieving a 50:50 balance between
adaptation and mitigation flows (see figure below).
Figure 4.

Main Concerns of SIDS in Alignment with Other Developing Countries’ Interests
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5 Recommendations for consideration in SIDS' green
transition agenda for private finance and private sector
5.1.

SIDS at COP26

1. A stronger and faster shift from rhetoric into action- rather than presuming that the benefits
of the evolving green finance framework of developed countries will eventually benefit
developing countries (Carney, 2020), developed countries should advance policies that more
proactively encourage mutually beneficial green investments in developing country markets
that may be left behind like SIDS. For example, encourage investments/ partnerships into
existing credible frameworks that support developing countries such as IRENA’s Climate
Investment Platform (CIP) activities under the SIDS Lighthouse Initiative focused on renewable
energy advancement.
2. Innovative alignment of SIDS’ issues and concerns with main COP agenda items - Explore how
Articles 6 and 9 (see annex 2.1) under the Paris Agreement alongside other areas relevant to
private finance can better and more innovatively incorporate the interests of SIDS. For
example, under the Warsaw International Mechanism for Loss and Damage, SIDS can present
potential policy ideas to incentivise private finance mobilisation towards areas of Loss and
Damage (see relevant global private finance decisions under Annex 1, Sections 2.2 and 2.3),
that also take into consideration developed countries’ “red line” stance to avoid setting a
domestic precedent for compensation for climate damage. For instance, net zero policy ideas
that can be incorporated by developed countries under existing frameworks such as the UK
and EU’s Green Deal, to stimulate developed country companies to invest in SIDS’
decarbonisation across the supply chain, as well as to invest in suitably and specifically
outlined priority areas of Loss and Damage. See Annex, sections 2.3 to 2.6 for a short overview
of other Paris Agreement Articles relevant to private finance mobilisation in SIDS.
3. Act collectively and strategically- AOSIS’ achievements under the 2015 Paris Agreement have
shown that there is strength in numbers which can positively impact SIDS’ green transition
agenda (Sharma et al., 2021). SIDS should adopt a negotiating position that showcases their
stark situation versus other countries. For example, leverage existing data showing the impact
of high emitters such as the G20 compared to their climate finance commitments made and
showcasing the outstanding gaps in actual financial contributions.

5.2.
1)

SIDS Beyond COP 26
Leverage Existing Global Networks and Movements- SIDS should join relevant global
platforms/ networks that are already shaping the new global norms in private finance. In doing
so, SIDS would be able to more effectively push their private finance and private sector green
transition agenda. For example, in addition to GFANZ and its sub-network the NZBA
(mentioned earlier under section 2), through other networks such as:
a) The International Platform on Sustainable Finance (IPSF). The IPSF aims to scale up
the mobilisation of private capital towards environmentally sustainable investments.
It does so by offering a multilateral forum of dialogue between policymakers.
Specifically, members exchange and disseminate information to promote best
practices, compare their different initiatives and identify barriers and opportunities
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of sustainable finance, while respecting national and regional contexts. The network
consists of SIDS’ major developed country trading partners such as the European
Union (EU), the United Kingdom (UK) and Canada. However, currently no SIDS are
members of the ISPF.
b) The Network for Greening the Financial System (NGFS). The NGFS is composed mainly
of central banks and supervisors, whose membership spans five continents. The NGFS’
aim is to manage risks and to mobilize capital for green and low-carbon investments
in the broader context of environmentally sustainable development. To do so, they
define and promote best practices to be implemented within and outside of the
Membership of the NGFS and conduct or commission analytical work on green
finance. Of the 95 member countries only 3 AOSIS countries are members- Mauritius,
Seychelles, and Trinidad & Tobago. Where a SIDS is unable to fulfil the membership
criteria outlined under article 2 of the NGFS Charter (i.e. lacks the capacity to actively
contribute to the NGFS’ work) they could explore partnering with a relevant
organisation. For instance, the Inter-American Development Bank (IDB) is an NGFS
Observer and operates in many SIDS within the Caribbean region providing capacity
building support.
c) The Net Zero Asset Managers Initiative’s 128 signatories represent around US$43
trillion in assets under management. The international group of asset managers have
committed to supporting a net zero 2050 goal or sooner, in line with global efforts to
limit warming to 1.5 degrees Celsius.
Figure. 5

SIDS private finance agenda that could be pushed via respective global networks
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2) Determine how the ongoing work of organisations such as the UNFCCC’s Standing
Committee on Finance (SCF),
the Green Climate Fund (GCF), the SDG Investor Platform,
B3W etc. can better serve SIDS’ specific interests (e.g. private sector decarbonisation and
L&D) via increased mobilisation of private finance.
a) One of the SCF’s main objectives is “to initiate and enhance existing collaboration with
government practitioners and the private sector to improve the coverage and quality
of the work of the SCF, including with stakeholders from developing countries”
(UNFCCC, 2016, p. 23)14. Under its mandated workplan, the SCF will seek to
collaborate, as appropriate, with the operating entities of the Financial Mechanism,
the subsidiary and constituted bodies, multilateral and bilateral channels, and
observer organizations (please see Annex 2, sections 2.4, 2.5 and 2.6).
b) SIDS can put forward ideas/ request further exploration on how the ongoing work of
the Green Climate Fund (GCF) can be enhanced or further built upon towards
increased mobilisation of green finance via the global private sector in SIDS. For
example, under the GCF’s Private Sector Facility actions related to loss and damage
have been financed (please see Annex 2, section 2.7 for more details).
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ANNEXES
ANNEX 1- Key Timeline Developments for Global Climate
Finance
1.1

2009- In 2009 at COP 15 in Copenhagen, in decision 2/CP.15, in the context of meaningful
mitigation actions and transparency on implementation, developed countries decided to commit
to a goal of mobilizing jointly USD 100 billion dollars a year by 2020 to address the needs of
developing countries. Parties decided that this funding would come from a wide variety of sources,
public and private, bilateral and multilateral, including alternative sources of finance, and that new
multilateral funding for adaptation would be delivered through effective and efficient fund
arrangements, with a governance structure providing for equal representation of developed and
developing countries.

1.2.

2010- In Cancun, through decision 1/CP.16, developed countries country Parties committed to a
goal of mobilizing jointly USD 100 billion per year by 2020 to address the needs of developing
countries. The USD 100 billion may come from a wide variety of sources, public and private,
bilateral and multilateral, including alternative sources, and that a significant share of new
multilateral funding for adaptation should flow through the Green Climate Fund.

1.3.

2011- As part of this commitment, COP 17 established a work programme on long-term finance to
inform developed country Parties in their efforts to identify pathways for mobilizing the USD 100
billion per year by 2020 from public, private and alternative sources, and to inform Parties in
enhancing their enabling environments and policy frameworks to facilitate the mobilization and
effective deployment of climate finance in developing countries (decision 2/CP.17).

1.4.

2015- In Paris, through decision 1/CP.21, paragraph 53, the COP extended the goal of mobilizing
jointly USD 100 billion through 2025, and decided that prior to 2025 the Conference of the Parties
serving as the meeting of the Parties to the Paris Agreement (CMA), shall set a new collective
quantified goal from a floor of USD 100 billion per year, taking into account the needs and priorities
of developing countries (UNSTATS, nd.).

ANNEX 2- Relevant Private Finance Articles and Decisions
2.1.

Article 6 Paragraph 4 of the Paris Agreement stipulates that:
4. A mechanism to contribute to the mitigation of greenhouse gas emissions and support
sustainable development is hereby established under the authority and guidance of the Conference
of the Parties serving as the meeting of the Parties to this Agreement for use by Parties on a
voluntary basis. It shall be supervised by a body designated by the Conference of the Parties serving
as the meeting of the Parties to this Agreement, and shall aim:
(a) To promote the mitigation of greenhouse gas emissions while fostering
sustainable development;
(b) To incentivize and facilitate participation in the mitigation of greenhouse gas emissions
by public and private entities authorized by a Party;
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(c) To contribute to the reduction of emission levels in the host Party, which will benefit
from mitigation activities resulting in emission reductions that can also be used by another
Party to fulfil its nationally determined contribution...

2.2.

Article 9 of the Paris Agreement stipulates that developed country Parties shall provide financial
resources to assist developing country Parties with respect to both mitigation and adaptation in
continuation of their existing obligations under the Convention. Furthermore, as part of a global
effort, developed country Parties should continue to take the lead in mobilizing climate finance
from a wide variety of sources, instruments and channels, noting the significant role of public
funds, through a variety of actions, including supporting country-driven strategies, and taking into
account the needs and priorities of developing country Parties. Such mobilization of climate
finance should represent a progression beyond previous efforts. In addition, Article 9 states that
the provision of scaled-up financial resources should aim to take into account the priorities and
needs of developing country Parties, especially those that are particularly vulnerable to the
adverse effects of climate change and have significant capacity constraints, such as the least
developed countries and small island developing States (United Nations, 2021).
FCCC/PA/CMA/2019/6/Add.1 Decision 5/CMA.2 Para 13 (COP25, 2019):
Looks forward to the inputs that may be provided by the Executive Committee of the Warsaw
International Mechanism for Loss and Damage associated with Climate Change Impacts to the
work of the Standing Committee on Finance for its consideration in preparing elements of draft
guidance for the operating entities.

2.3.
Decision 14/CMA.1 COP24 (2018)- Setting a new collective quantified goal on finance in
accordance with decision 1/CP.21, paragraph 53:
The Conference of the Parties serving as the meeting of the Parties to the Paris Agreement,
Recalling decision 1/CP.21, paragraph 53,
1.

Decides to initiate at its third session (November 2020), in accordance with
Article 9, paragraph 3, of the Paris Agreement, deliberations on setting a new
collective quantified goal from a floor of USD 100 billion per year in the context of
meaningful mitigation actions and transparency of implementation and taking into
account the needs and priorities of developing countries;

2.

Agrees to consider, in its deliberations referred to in paragraph 1 above, the
aim to strengthen the global response to the threat of climate change in the context
of sustainable development and efforts to eradicate poverty, including by making
finance flows consistent with a pathway towards low greenhouse gas emissions and
climate-resilient development.
26th plenary meeting
15 December 2018

2.4.

Decisions adopted by the Conference of the Parties, COP21 (2015):
Finance15
Decisions 1/CP.21, paragraphs 52
Decides that, in the implementation of the Agreement, financial resources provided to
developing country Parties should enhance the implementation of their policies,
strategies, regulations and action plans and their climate change actions with respect

15

Source: FCCC/CP/2015/10/Add.1, p. 23
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to both mitigation and adaptation to contribute to the achievement of the purpose of
the Agreement as defined in its Article 2.
Decisions 1/CP.21, paragraphs 53
Also decides that, in accordance with Article 9, paragraph 3, of the Agreement,
developed countries intend to continue their existing collective mobilization goal
through 2025 in the context of meaningful mitigation actions and transparency on
implementation; prior to 2025 the Conference of the Parties serving as the meeting of
the Parties to the Paris Agreement shall set a new collective quantified goal from a
floor of USD 100 billion per year, taking into account the needs and priorities of
developing countries.
Decisions 1/CP.21, paragraphs 63
Also decides that the Standing Committee on Finance shall serve the Agreement in line
with its functions and responsibilities established under the Conference of the Parties.
2.5.

Decision 11/CP.2516 Matters relating to the Standing Committee on Finance
The Conference of the Parties,
Recalling Articles 4 and 11 of the Convention,
9. Encourages the Standing Committee on Finance to present, to the extent possible,
disaggregated information in relation to, inter alia, mapping data availability and gaps by
sector, assessing climate finance flows and presenting information on the determination of the
needs of developing country Parties related to implementing the Convention and the Paris
Agreement;
12. Encourages the Standing Committee on Finance, in implementing its strategic outreach
plan, to build on existing efforts to reach out to developing country Parties and relevant
developing country stakeholders when generating data and information for the
determination of the needs of developing country Parties related to implementing the
Convention and the Paris Agreement;
13. Looks forward to the inputs that may be provided by the Executive Committee of the
Warsaw International Mechanism for Loss and Damage associated with Climate Change
Impacts to the work of the Standing Committee on Finance for its consideration in preparing
elements of draft guidance for the operating entities;
8th plenary meeting
15 December 2019

2.6.

Relevant areas of the Workplan of the Standing Committee on Finance (SCF) for 202017:
1. Mandated activities of the SCF under decision 2/CP.17, paragraph 121

16
17

p. 11
Source: FCCC/CP/2019/10−FCCC/PA/CMA/2019/3, p. 26-28
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(a) Organize a forum for the communication and continued exchange of information
among bodies and entities dealing with climate change finance in order to promote
linkages and coherence (status is ongoing).
Decision 1/CP.18, paragraph 70: implement the work programme of the SCF,
including the creation of a climate finance forum that will enable all Parties and
stakeholders to, inter alia, exchange ideas on scaling up climate finance
Ongoing
Decision 5/CP.18, paragraph 4: facilitate the participation of the private sector,
financial institutions and academia in the Forum
(e) Prepare a biennial assessment and overview of climate finance flows, to include
information on the geographical and thematic balances of such flows.
Decision 3/CP.19, paragraph 11: in the context of the preparation of its biennial
assessment and overview of climate finance flows, consider ongoing technical work
on operational definitions of climate finance, including private finance mobilized by
public interventions, to assess how adaptation and mitigation needs can most
effectively be met by climate finance, and include the results in the annual report of
the SCF to the COP (status ongoing, with results to be finalised by COP26).
2. Additional SCF mandates: determination of the needs of developing country Parties related
to implementing the Convention and the Paris Agreement.
Decision 4/CP.24, paragraph 13: the SCF to prepare, every four years, a report on the
determination of the needs of developing country Parties related to implementing the
Convention and the Paris Agreement for consideration starting at COP 26 and CMA 3
(status ongoing, with results to be finalised by COP26).
Decision 4/CP.24, paragraph 14: the SCF to collaborate, as appropriate, with the
operating entities of the Financial Mechanism, the subsidiary and constituted bodies,
multilateral and bilateral channels, and observer organizations.
2.7.
Elaboration of the sources of and modalities for accessing financial support for addressing
loss and damage, FCCC/TP/2019/1, (2019, p.p. 23-24)18
C. UNFCCC funds
92. Countries are also supported through the readiness window in the development of country
programmes and the formulation of NAPs and other adaptation planning, as well as in accreditation.
The Private Sector Facility allows direct and indirect financing by the GCF for private sector activities.
93. Relevance for financing actions to address loss and damage. The GCF is well positioned to address
the multi-faceted nature of actions addressing loss or damage owing to the range of financial
instruments at its disposal as well as the presence of the Private Sector Facility, which can go beyond
grants and support the development of risk transfer mechanisms not available under the other funds.
Indeed, preliminary analysis has shown that the GCF has made headway in addressing economic and
non-economic losses from slow onset and extreme events. For instance, it has begun to finance several
projects that address risk assessment through projects that specifically seek to implement EWS to

18 Technical

paper by the UNFCCC secretariat.

25

reduce loss of life, risk prevention through building resilience through coastal infrastructure or
ecosystem-based adaptation and risk reduction through flood mapping and EWS.19
94. It also has several projects linked to risk transfer, including the introduction of a weather indexbased insurance programme.20 While the GCF places an emphasis on ‘transformational’ and ‘paradigm
shift’ approaches, it does not yet appear to cater well for financing of risk retention and social
protection activities as characterized during the Suva expert dialogue. GCF projects relating to slow
onset events have also been identified, including in relation to salinization,84 sea level rise and ocean
acidification, and explicitly identify activities that address extreme events such as cyclones.85 One
project also addresses the flooding risks of glacial melt although it does not appear to be within the
scope of the project to directly address the economic or non-economic losses associated with glacial
retreat.21

19

Projects include Building the Climate Resilience of Food-insecure Smallholder Farmers through Integrated
Management of Climate Risks (the R4 Rural Resilience Initiative); Responding to the Increasing Risk of Drought:
Building Gender-responsive Resilience of the Most Vulnerable Communities; Senegal Integrated Urban Flood
Management; Improving the Resilience of Vulnerable Coastal Communities to Climate Change Related Impacts
in Viet Nam; Scaling-up Multi-Hazard Early Warning System and the Use of Climate Information in Georgia; Africa
Hydromet Program - Strengthening Climate Resilience in Sub-Saharan Africa: Mali Country Project; ClimateResilient Infrastructure Mainstreaming in Bangladesh; and Scaling Up of Modernized Climate Information and
Early Warning Systems in Malawi.
20 Low-Emission Climate Resilient Agriculture Risk Sharing Facility for MSMEs; Building the Climate Resilience of
Food-insecure Smallholder Farmers through Integrated Management of Climate Risks (the R4 Rural Resilience
Initiative).
21 Scaling-up of Glacial Lake Outburst Flood (GLOF) Risk Reduction in Northern Pakistan.
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