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Abstract 

The Paris Agreement recognized the need to mobilize international climate finance by making 

finance flows consistent with a pathway towards low greenhouse gas emissions and climate-

resilient development, and asked developed economies to contribute financially to enabling 

developing countries to comply with their emission reduction targets. Similarly, the scale and 

ambition of the Agenda 2030 for Sustainable development requires a revitalized Global Partnership 

to ensure its implementation. The 22nd Conference of the Parties held in Marrakech last November 

2016 has built on the positive momentum and the earlier entry into force of the Paris Agreement to 

bring important advancements on climate finance. Nevertheless, mitigation finance receives still 

the largest share of global financial flows whereas adaptation financing was not up to the 

expectations by developing countries.  
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Introduction 

Adopted in Paris by the 21st Conference of the Parties to the United Nations Framework Convention 

on Climate Change (COP21) in December 2015, the Paris Agreement entered into force, sooner 

than expected and right before COP22, on November 4, 2016. The Paris Agreement calls on 

countries to combat climate change and to accelerate and intensify actions and investments 

needed for a sustainable low-carbon future, and to adapt to the increasing impacts of climate 

change. It represents a significantly more ambitious shift in its recognition that the long-term 

temperature goal should be to “hold […] the increase in the global average temperature to well 

below 2 °C above pre-industrial levels and to pursue efforts to limit the temperature increase to 1.5 

°C above pre-industrial levels” (Article 2.a). The acknowledgment that adaptation is a central 

factor in the fight against the adverse impacts of climate change and in fostering climate resilience 

(Article 2.b). And the specific need to mobilize international climate finance by making finance 

flows consistent with a pathway towards low greenhouse gas emissions and climate-resilient 

development (Article 2.c). 

Climate finance in the Paris Agreement 

The Paris Agreement has set an institutional framework for making possible the financial flows from 

developed to developing countries. At Article 9 designates the Green Climate Fund (GCF) and the 

Global Environment Facility (GEF) as the operating entities that shall serve as the financial 

mechanism of the Paris Agreement. The GCF, established on the eve of the Cancun Climate 

Conference in 2010, allocates one half of its funding to address mitigation actions and the other 

half to adaptation efforts. The other operating entity, the GEF was established on the eve of the 

1992 Rio Earth Summit, and its funds are available to developing countries and countries with 

economies in transition to meet the objectives of the international environmental conventions and 

agreements. 

In the framework of the implementation of the Paris Agreement, 163 country Parties1 submitted their 

Intended Nationally Determined Contributions (INDCs), which are national mitigation plans for 

greenhouse gas emission reductions by 2030. INDCs need to be turned into concrete energy plans 

accompanied by adequate financial strategies, each according to countries’ national resource 

endowments and their ad hoc financial systems and funding situations. Therefore, both natural and 

financial capital are crucial for unequivocal success in implementing the INDCs.  

The new bottom-up approach characterized by the INDCs is particularly interesting and certainly 

innovative for UN climate negotiations: a country makes a proposal, and then it does what it thinks 

is best to achieve it on the basis of its specific features, its technological know-how, its natural 

resources, its economic system and the its governance structure. So two levels are taken into 

consideration at the same time: the global and the local, offering the possibility of engaging in the 

energy transition also to economies that need a boost in transparency and accountability and 

have limited financial resources to comply with their INDCs. This is so also thanks to the Paris 

Agreement provisions calling for enhanced international cooperation, and in particular those set 

established by Article 9, which asks developed economies to contribute financially to enabling 

developing countries to comply with their emission reduction targets: “Developed country Parties 

shall provide financial resources to assist developing country Parties with respect to both mitigation 

and adaptation […]”. 

The interplay of climate finance and the Agenda 2030  

In the same year the Paris Agreement was adopted, another important UN appointment marked 

the path towards a more sustainable and inclusive society. In September 2015 the UN launched the 

2030 Agenda for Sustainable Development composed with its 17 Sustainable Development Goals 

(SDGs), whose aim was to tackle the global economic, social and environmental challenges. If 

2015 can be considered the “Year of Sustainable Development”, 2016 has been the starting year of 

the SDGs implementation process. On January 1, 2016, the world officially began implementing the 

                                                 
1 http://www4.unfccc.int/submissions/INDC/Submission%20Pages/Submissions.aspx 
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2030 Agenda, getting under way the transformative plan of action based on 17 SDGs aimed at 

addressing urgent global challenges over the next 15 years, up to 2030. 

The 2030 Agenda has at its heart the development of “integrated national financing frameworks”2. 

Many countries already have in place elements for a sustainable financial system, but these often 

remain strategically unemphasized. Over the past two years, a number of countries have taken a 

strategic approach to harnessing their financial system and making it more sustainable.  

In China the People’s Bank of China has established a Green Finance Task Force that delivered a 

14-point strategy. Green finance has been made part of the country’s 13th Five Year Plan and 

specific measures have been introduced to expand the green bond market, with USD 8 billion 

issued in the first quarter of 2016.  

France has been building on the 2013 White Paper on Financing the Ecological Transition, and 

passed its Energy Transition Law in 2015. This takes a comprehensive approach to mobilizing 

finance, with actions in the real economy and financial system. New provisions will improve 

disclosure, stimulate product innovation, and start the process of climate stress testing in the 

banking sector.  

In Sweden the government has made clear since 2015 that the financial sector should contribute to 

sustainable development. This strategic commitment is now being achieved through a number of 

measures, including action by the Financial Services Authority and the AP system of pension funds.   

In the UK the City of London launched, in January 2015, its Green Finance Initiative on the back of 

growing market demand and action by the Bank of England on climate risk. The initiative is 

supported by the government, including the Treasury, but is led by the private-sector. In 2014,  

Indonesia’s financial regulator, OJK, launched a Roadmap for Sustainable Finance, setting forth 

key steps in the banking and capital market sectors through to 2019. Key goals include increasing 

the supply of sustainable finance and improving risk management and disclosure.   

These initiatives are very diverse because they are tailored to the specific needs of each country. 

What they share is a focus of combining policy frameworks with market innovation with a focus of 

looking across financial sectors to develop an overall strategy for the system as a whole. Against 

this background, the authors of the global report of the UNEP Inquiry “The financial system we 

need”3 argue that there is a momentum to reshape a financial system that can more effectively 

finance the development of an inclusive green economy induced by policy innovation from 

central banks, financial regulators and standard setters, who are incorporating sustainability factors 

into the rules that govern the financial system. 

Climate Finance at COP22 and beyond 

The 22nd Conference of the Parties (COP22) that was held in Marrakech from November 7 to 18, 

2016, known as the “COP of Action”, has taken a vital role in advancing climate finance both 

through pledges by Governments and Multilateral Development Institutions (MDBs), and through 

new instruments to finance mitigation of and adaptation to climate change.  

The German government has declared its intention to further increase its support to international 

climate finance to 4 billion euros by 2020, from 2.7 billion euros disbursed in 2015. The World Bank 

Group announced a new plan to ramp up support for countries in the Middle East and North Africa 

(MENA) region to confront the multiple threats of climate change.4 The Standing Committee on 

Finance (SCF) that assists the COP on measurement, reporting and verification of climate finance, 

issued the “2016 biennial 2013-2014 assessment”5 which has made important advancements in 

                                                 
2 http://unepinquiry.org/wp-

content/uploads/2016/09/The_Financial_System_We_Need_From_Momentum_to_Transformation.p

df 
3 http://unepinquiry.org/wp-content/uploads/2015/11/The_Financial_System_We_Need_EN.pdf 
4 The “MENA Climate Action Plan 2016-2020” aims to nearly double the portion of World Bank 

financing dedicated to climate action, by raising it to around USD 1.5 billion per year by 2020. 
5 http://unfccc.int/files/meetings/marrakech_nov_2016/application/pdf/auv_cp22_i10b_scf.pdf 

http://unepinquiry.org/wp-content/uploads/2015/11/The_Financial_System_We_Need_EN.pdf
http://unepinquiry.org/wp-content/uploads/2015/11/The_Financial_System_We_Need_EN.pdf
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transparency on climate finance by reporting information, making available MDB and multilateral 

climate fund data through the Development Assistance Committee (DAC) of the OECD, applying 

common principles for tracking mitigation and adaptation finance, and making available data on 

climate co-financing flows. The assessment findings can be summarized as follows: climate-related 

global finance flows amounted to an average of USD 714 billion in 2013-2014; financing allocated 

to mitigation is up to 70%, whereas adaptation financing is 25%; the largest share of private 

investments has been allocated to renewable energy and energy efficiency projects, and a very 

important finding is that most climate finance is mobilized and deployed domestically, both in 

developed and developing countries. 

Figure 1 puts the total volume of global climate finance flows (USD 714 billion in 2013-2014) in the 

context of wider trends in global investment. The flows featured in this Figure are not comparable 

and have illustrative purposes only.  

Fig. 1 International Financial Flows 

 

Abbreviations: avg = average, bn = billion, IEA = International Energy Agency, INDC = intended 

nationally determined contribution, tn = trillion, UNEP FI = United Nations Environment Programme 

Finance Initiative, $ = United States dollars. 

Source: Report of the Standing Committee on Finance 

The final COP22 political statement, “Marrakech Action Proclamation for our Climate and 

Sustainable Development,”6 reaffirms the developed countries’ mobilization goal to collect USD 100 

billion per year, although calling for an increase in the volume, flow and access to financing for 

climate projects, alongside improved capacity and technology. However, a more ambitious 

statement of financial needs has been made in the partnership initiative sponsored by the COP22 

High-Level Champions L. Tubiana and H. El Haite, the “Marrakech Partnership for Global Climate 

Action”7, which calls for a much larger global scale mobilization, as high as USD 6 trillion per year on 

average over the next 15 years (Figure 1), equivalent to an incremental up-front investment cost of 

                                                 
6http://unfccc.int/files/meetings/marrakech_nov_2016/application/pdf/marrakech_action_procla

mation.pdf 
7http://unfccc.int/files/paris_agreement/application/pdf/marrakech_partnership_for_global_climat

e_action.pdf 

http://unfccc.int/files/meetings/marrakech_nov_2016/application/pdf/auv_cp22_i10b_scf.pdf
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5% of the total investment needed. It has also been affirmed that both public and private entities 

have a key role to play in assisting governments to translate NDCs8 into investment-ready vehicles.  

Important issues discussed in Marrakech include the definition of guidance for the Nationally 

Determined Contributions (NDCs) and communication on adaptation actions; modalities for the 

accounting of public climate finance; elaboration of the technology framework; and sources of 

input for the global stocktake. Since it is an African COP, a particular emphasis has also been 

placed on important issues for developing countries, such as technology transfer, capacity 

building, adaptation, and loss and damage. Nevertheless, expectations by developing countries 

on adaptation financing were not satisfied, but only left to commitment declarations made at the 

High-Level Segment on Climate Finance held at the end of the two weeks of negotiations. 

However, the positive step forward on adaptation is twofold: first, the decision that the Adaptation 

Fund should serve the Paris Agreement; and second, the surpassing of the 2016 resource 

mobilization target of USD 80 million thanks to new contributions from Germany, Sweden, Italy and 

Belgium9. This validates the pioneering work on Direct Access to climate financing conducted by 

the Adaptation Fund, which gives developing countries the opportunity to access finance and 

develop projects directly through accredited National Implementing Entities (NIEs), while building 

their own capacity to adapt to climate change.  

Other important decisions on both adaptation and mitigation financing have been undertaken at 

COP22 by the operating entities serving the Paris Agreement. Within one year, the GCF has 

allocated equally to mitigation and adaptation actions as much as USD 1.2 billion for a total of 27 

projects covering 37 countries, through co-funding and by a leverage ratio of over 1 to 15 of public 

investment with respect to the private sector resources mobilized. At COP22 the GCF has 

announced its approval of first fast-track National Adaptation Plan grants for Liberia and Nepal. It 

also announced the proposal by the first commercial bank accredited by the Green Climate Fund, 

Deutsche Bank, to contribute to Sustainable Development Goal 7 in Africa, calling for access to 

affordable, reliable, sustainable and modern energy for all. The co-funding process will be 

conducted with special attention to the question of ownership by national development banks 

and institutions.  

On the other hand, the GEF has already supported 46 NDCs and is ready to help other countries 

implement their NDCs, with particular emphasis on ensuring that their climate actions are an 

integral part of their national development strategy, and thereby also help enacting the 2030 

Agenda. The GEF is projected to invest USD 3 billion in climate finance from 2014 to 2018, and has 

already directed USD 57 billion from public and private sources to developing countries in over 

1,100 climate mitigation projects. COP22 was an occasion for GEF to officially launch a new 

initiative, the “Capacity-building Initiative for Transparency”10 (CBIT), with the announcement of the 

first set of projects approved for implementation. At COP 21 the Parties requested that the GEF 

support the establishment and operation of a CBIT that will aim to strengthen the institutional and 

technical capacities of developing countries to meet the enhanced transparency requirements in 

the Paris Agreement, leading up to 2020 and beyond.  

 

 

 

                                                 
8 INDCs are referred to as NDCs (National Determined Contribution) since the adoption of the Paris 

Agreement  
9 The pledges to the Adaptation Fund have been made as follows: Germany (EUR 50 million), 

Sweden (SEK 100 million), Italy (EUR 5 million) and the Flanders region (EUR 6.25 million) of Belgium. 
10 http://www.thegef.org/topics/capacity-building-initiative-transparency-cbit 
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