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Role of adaptation finance in enabling equitable and effective adaptation to the impacts of climate change: challenges, gaps and opportunities


	
The global architecture and mechanisms of financing adaptation play a critical role in enabling and enhancing progress on adaptation to climate change1. The recently adopted New Collective Quantified Goal (NCQG) is expected to accelerate the implementation of adaptation, for example, by supporting national adaptation plans and adaptation components of nationally determined contributions. Scaling up equitable and effective adaptation will be a crucial enabler for achieving the Global Goal on Adaptation and its targets, set out under the Paris Agreement. Against these developments and in view of the increasing need yet growing adaptation financing gap2 the question this session seeks to address is how can adaptation finance enable equitable and effective adaptation to the impacts of climate change? The session aims to lay open challenges in the current adaptation finance landscape and identify opportunities for rethinking the international architecture of adaptation funding. The session proposes to address this question through five objectives / questions: 

First, a step towards enabling adaptation finance to enhance progress on equitable and effective adaptation is tracking international adaptation finance flows and how it is distributed, or in other words, ‘who gets what’3. According to the Paris Agreement, adaptation support should prioritize the needs of developing countries, especially those that are particularly vulnerable to the impacts of climate change4. This suggests that vulnerability should be the principle guiding criterion in the allocation of adaptation finance. A central challenge that confronts both scientists and policy-makers in this regard is a lack of agreement on the definition and measurement of vulnerability, which makes it difficult for decision-makers to prioritize the “particularly vulnerable” countries5,6. 
Multilateral funds, seen as increasingly important mechanisms for the distribution of adaptation finance are expected to play a major role in delivering the recently adopted New Collective Quantified Goal (NCQG) which aims to mobilize at least USD 300 billion annually by 2035. Funds such as the Green Climate Fund and Adaptation Fund define eligible recipients as developing countries, with priority to those that are particularly vulnerable such as Least Developed Countries (LDCs), Small Island Developing States (SIDS) and African countries. While funds-based mechanisms aim to promote country ownership, where eligible developing countries can apply for funding; the competitive application process also imposes considerable requirements for applying countries such as strong administrative capacities for proposal writing, and financial and technical project management7. These requirements end up placing a significant burden on many of the most vulnerable countries since they are often also among those characterized by low institutional capacities, poor governance structures, and many times politically unstable environments. Hence, a key question that emerges in tracking progress on the equitable distribution of multilateral funds-based adaptation finance is whether adaptation support has been prioritized to the most vulnerable countries – or to those with higher institutional capacities 

Second, going beyond the question of tracking the distribution of multilateral adaptation finance to the most vulnerable countries at the global scale, is the growing concern and question of adaptation finance reaching the most vulnerable communities within countries. The lack of an agreed-upon metric for measuring vulnerability has major practical implications for the sub-national allocation of adaptation funding within their respective countries and communities. The distribution of adaptation funding, hence, depends not only on the recipient countries’ perceived levels of vulnerability but potentially also on many other socio-economic and political factors that are highly context-specific8. 

Third, a key challenge and question in this regard is understanding the barriers to access for those developing countries that are most vulnerable, but struggle to receive support. The NCQG calls on multilateral climate funds to step up their efforts to enhance access, for example by scaling up and prioritizing direct access modalities for countries to receive funding and simplifying approval and disbursement processes. The session aims to explore not only the challenges faced by the most vulnerable country groups, such as LDCs and SIDs but also discuss potential opportunities in the design and architecture of the funding landscape which can help overcome some of these barriers to access9. 
However, the question of access is not only limited to multilateral funds-based mechanisms but also applies to bilateral adaptation finance. This calls for understanding which factors or criteria beyond vulnerability, influence the allocation of adaptation finance – both from a donor as well as recipient perspective10. The NCQG in particular calls on donor countries to expand access arrangements, for example by increasing support for locally-led adaptation and institutions, country-led programmatic approaches, and financial support for least-developed countries and small island developing States. In this context, the session also aims to understand bilateral perspectives concerning enabling and constraining factors in the distribution of adaptation finance for enhancing equitable adaptation. 

Fourth, on the other side of the coin of equitable distribution of adaptation finance, i.e. ‘who gets what’, is the question of ‘who pays what’. The Adaptation Gap Report notes that there is a lack of discussion on the question of who bears the costs for adaptation and finds that in many cases these are borne by the most vulnerable households in the poorest countries. This finding urges the need for a discussion on how the responsibility for financing adaptation is distributed and negotiated between different actors, not only at the local but also at sub-national and national levels. The need for such a debate is further underlined by the recent negotiations around the NCQG which brought important questions such as who should be contributing and how much, to the forefront of climate policy. Hence, a major question in this regard is how the distribution of the financial responsibility for adaptation is negotiated at the global level – between different bilateral Parties but also between private and public actors. 

Finally, in addition to the concern of equity in the distribution of adaptation finance, a key question in enhancing the implementation of adaptation is how adaptation finance can enable effective adaptation. This question will be highly relevant to ongoing debates under the Global Goal on Adaptation (GGA), especially concerning the indicators for the eleven global adaptation targets whose development is scheduled to be concluded at COP30. The session aims to understand and learn from the evaluations of implemented adaptation – for example, completed adaptation projects funded through bilateral and multilateral sources as well as from countries’ experiences of implementation of their National Adaptation Plans. In this regard, an important discussion will be to reflect upon how adaptation finance mechanisms at global, national, and sub-national scales could be designed and strengthened to meet the global goal on adaptation (GGA) and its targets – not only in terms of scaling up the amount of finance but also with respect to changes required, for example shifting from project to programmatic approaches, to increase the effectiveness of adaptation. 
Hence, by addressing the above five questions and themes, the session aims to contribute to the current debates on adaptation finance, both in the scientific and policy spheres. With the upcoming Seventh Assessment Report of the Intergovernmental Panel on Climate Change and its proposed focus on adaptation finance in Chapter 6 of Working Group II’s Report, there is an urgent need to understand not only the challenges but also identify opportunities for adaptation finance in being a strong enabler for equitable and effective adaptation. Insights from this session will be of relevance to future policy debates on the operationalization of the NCQG, the role of adaptation finance in meeting the GGA and its targets, and the successful implementation of national adaptation plans. 
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Presentation 1
Does funds-based adaptation finance reach the most vulnerable countries? An update


Panellist 1 Contribution:
Introduction: The evolving architecture of global adaptation finance is shifting towards fund mechanisms with competitive principles. Prioritization of the most vulnerable countries is a key goal within this emerging architecture. Yet, the rise of competitive fund-based mechanisms also brings about considerable requirements for applying countries – especially the most vulnerable countries which are often also driven by the largest development and administrative deficits.
Objectives: We analyse whether the Green Climate Fund (GCF), by far the largest climate change fund, has so far delivered on its promise to prioritize the most vulnerable countries – a core concern for ensuring climate justice.
Methodology: We disaggregate GCF funding allocated until the end of October 2023 project-by-project into its mitigation and adaptation related amounts. We then analyze the adaptation flows in terms of the recipient country’s level of vulnerability and institutional capacity. We further analyze the funding by access modality.
Findings: The results for the fund’s first replenishment phase show that its adaptation finance creates an ambiguous picture: On the one hand, the GCF has been on track in allocating its funds largely to country groups that its statutes aim to prioritize, particularly LDCs, African countries and SIDS. At the same time, many countries with the highest climate vulnerability but weak government institutions and fragile state-bureaucracies have not been able to access funding, mostly LDCs in Africa and conflict-ridden countries. Analysing the funding since the first replenishment shows that the GCF has been able to address these challenges to some degree but not entirely.
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Presentation 2
Distributive Equity in Decentralized Adaptation Finance: Results from the GCF’s “Enhanced Direct Access” Pilot Projects in Namibia and the Eastern Caribbean

Panellist 2 Contribution: 
Introduction: Distributive equity is a question of who gets what. In international adaptation finance, it is broadly (if vaguely) agreed that those who are “particularly vulnerable” to the impacts of climate change are most deserving of financial support for climate adaptation. To date, most analysis of whether and how adaptation funding reaches the vulnerable has occurred at the global scale (i.e., whether vulnerable states and regions receive their fair share). Existing assessments of distributive equity within states focus largely on allocation of funding, rather than accounting for whether and how adaptation contributes to enhancing capabilities of marginalized groups, protecting human rights, and addressing the root causes of vulnerability.
Objectives: We present a framework for analyzing distributive equity at the national level which assesses not only equity in allocation but also recipients use of funding.
Methodology: We apply this framework to examine the first two pilot projects of the Green Climate Fund’s “Enhanced Direct Access” (EDA) program in Namibia and the Eastern Caribbean.
Findings: On the one hand, EDA projects have the potential to enhance distributive equity, as national governments are empowered to sub-grant to a wide range of local-level organizations, thus spreading the benefits more broadly and enabling local leadership of initiatives. On the other hand, EDA modalities could enable inequitable distribution, as devolved decision-making power may enable national governments to exercise political decision-making in sub-grant allocation. We will present preliminary findings from household surveys, interviews, and focus groups conducted in project sites.
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Presentation 3
The Green Climate Fund’s allocation preoccupation, and its impact on direct access

Panellist 3 Contribution: 
Introduction
The Green Climate Fund (GCF) is the largest of the funds established under the international climate regime, receiving over USD $30billion in pledged funding to date. A key feature of the GCF’s design was the use of ‘direct access’, whereby developing countries could access finance from the fund directly, without needing to use an international agency or multilateral development bank as an intermediary. However, the GCF has consistently struggled to allocate more than a nominal share of its funding to national (or sub-national) level organisations, with the overwhelming majority (~85%) of its finance provided via international intermediaries. 

Objectives
This research aims to uncover explanations for this funding disparity, and to explain why the GCF struggles to allocate as much finance for direct access as it does to international agencies.

Methodology
This paper applies the ideas, interests, and institutions framework to explore key aspects of the GCF’s operations. Mixed methods approach, including interviews [n=31] with key actors; observations of a selection of GCF Board Meetings; and review of key processes and policies.

Findings
We identify four key drivers of the GCF’s propensity for funding via international agencies. Rather than being natural consequences of fundamental differences between national and international entities, this paper shows that each of these drivers is the result of the GCF’s institutions, informed by specific ideas aligned with certain interests. Through improving the understanding of why the GCF behaves as it does, these findings offer potential avenues to redress this funding imbalance and improve access to an important source of climate finance. 
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Presentation 4
The role of monitoring and evaluation in scaling up adaptation finance: misconceptions and policy implications


Panellist 4 Contribution: 

Introduction
Countries agreed at COP26 in Glasgow in 2021 to double adaptation finance by 2025 relative to 2019. However, even if fully achieved, this doubling would only close 5% of the annual adaptation finance gap by 2030 (UNEP, 2023). A key question therefore is how more and additional finance for adaptation can be mobilised. 

Measuring progress or ‘success’ of adaptation is very challenging due to the context specific nature of adaptation which prevents the use of a universal metric akin to tons of GHG emission reductions as success metric for mitigation (Leiter & Pringle, 2018). Providers and implementers of climate finance have therefore sought ways to measure the adaptation progress of their projects and investments (Leiter, 2018; Leiter et al., 2019). Recently, multilateral development banks have tried to define common adaptation indicators. An often-mentioned claim is that such common metrics would help mobilize additional adaptation finance, including from the private sector, but this hypothesis has not yet been systematically examined.

Objectives
This research aims to critically examine the linkage between standardised adaptation metrics and the mobilization of adaptation finance by the public and private sector.

Methodology
This research is based on two strands: research on M&E of climate change adaptation and long-term participant observation at the UN climate change negotiations and with international development organisations, including Germany’s state-owned development cooperation agency (GIZ).

Findings
There is no empirical evidence for the claim that standardised metrics would lead to more mobilised adaptation finance. Instead, it is important to systematically unpack what types of adaptation measures could be funded by the private sector and under which financial instruments. For adaptation metrics, it is essential to clarify what their actual purpose is and to develop indicators that are fit for purpose. These findings have important policy implications, including for the roadmap towards reaching USD 1.3 trillion by 2035.





