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Abstract
International climate finance is key to managing overall climate risk with many developing countries’ climate plans and 
actions are conditional on getting the necessary financial support. Unsurprisingly, helping fund poorer countries to address 
climate change is one of the most contentious subjects in climate politics. This article examines the state of play and offers 
some suggestions to unblock the impasse.
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Climate finance refers to the local, national, or transnational 
financing that supports mitigation and adaptation actions 
to address climate change, according to the UN Frame-
work Convention on Climate Change (UNFCCC).1 It can 
be drawn from public, private, and alternative sources of 
financing.

Climate finance is needed for mitigation, adaptation, 
and ‘losses and damages’ (L&D). Mitigating global warm-
ing requires large-scale investments to significantly reduce 
greenhouse gas (GHG) emissions and reduce the adverse 
impacts of changing climate. Adaptation requires signifi-
cant financial resources for adjusting to such adverse effects. 
Equally large sums are also needed to repair and recover 
from L&D. Such financial needs are beyond the capacity of 
many developing countries.

Ironically, the least-resourced developing countries have 
contributed least to GHG emissions. ‘The contribution of 
low-income developing countries … to atmospheric green-
house gas concentrations is negligible, both in absolute 
terms and on a per capita basis’ (IMF 2017: 119). Devel-
oped nations account for two-thirds of cumulative emis-
sions compared to only 3% from Africa (UNCTAD 2021). 

Furthermore, carbon emissions by the wealthiest 1% of the 
world’s population were more than twice those of the bottom 
half between 1990 and 2015 (UNCTAD 2021)! It is indeed a 
‘cruel irony’ that those far less responsible for global warm-
ing ‘are being made to pay a larger share of the price’ (Bas-
setti 2019).

Unsurprisingly, the International Monetary Fund (IMF)’s 
2017 World Economic Outlook shows that the brunt of these 
adverse consequences is borne by those who can least afford 
it – the low-income countries (LICs). Thus, it argues, ‘the 
international community must play a key role in support-
ing these countries’ efforts to cope with climate change – a 
global threat to which they have contributed little’ (IMF 
2017: 117).

The principle of ‘common but differentiated responsibil-
ity and respective capabilities’ recognizes these disparities 
and inequities. The contribution of these countries to cli-
mate change and their financial capacity to mitigate it and to 
cope with its consequences vary enormously. The UNFCCC, 
the Kyoto Protocol (KP) and the Paris Agreement (PA) call 
for financial assistance from Parties with more financial 
resources to those less well endowed, but more vulnerable 
to the impacts of climate change.

Climate finance therefore necessarily involves issues of 
justice and equity, with richer nations having the responsi-
bility to help poorer nations’ efforts to cut GHG emissions, 
adjust to adverse climate impacts, and recover from L&D. 
This argument was acknowledged by the UK prime minister 
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Boris Johnson in a speech at the UN in September 2021, just 
two months before COP26 in Glasgow.

Richer nations have reaped the benefits of untram-
melled pollution for generations, often at the expense 
of developing countries. As those countries now try to 
grow their economies in a clean, green, and sustainable 
way we have a duty to support them in doing so – with 
our technology, with our expertise and with the money 
we have promised.2

In short, international climate finance is key to managing 
overall climate risk and many developing countries’ climate 
plans and action are conditional on getting the necessary 
financial support. Unsurprisingly, helping fund poorer coun-
tries to address climate change is one of the most contentious 
subjects in climate politics.

At COP15 held in Copenhagen in 2009, wealthy nations 
pledged to collectively mobilize US$100bn annually for cli-
mate finance by 2020 to help vulnerable nations deal with 
climate change. The commitment was formalized at the 
2010 Cancún COP10 and reaffirmed as a key element of 
the 2015 PA. But in December 2020, well before the 2021 
Glasgow COP26, the UN Independent Expert Group on Cli-
mate Finance (UN-IEGCF 2020: 7) concluded that’the only 
realistic scenarios are those in which the $100 billion target 
is not reached this year’ (referring to 2020).

Despite alleged double counting and other methodo-
logical flaws, the recent report from the Organisation for 
Economic Cooperation and Development (OECD 2021) 
shows that total climate finance reached only US$79.9bn in 
2019. In presenting the report, the OECD Secretary-General 
observed, ‘The limited progress in overall climate finance 
volumes between 2018 and 2019 is disappointing, particu-
larly ahead of COP26. While appropriately verified data for 
2020 will not be available until early next year, it is clear that 
climate finance will remain well short of its target’.3

Therefore, climate finance was ‘the elephant in the room 
at COP26’, and a central pillar of the negotiations (Mitchell 
2021). Rich and less-resourced parties contested the defi-
nitions, measurements, and projections of climate finance 
while least developed countries (LDCs) and small island 
developing states (SIDS) expressed disappointment, espe-
cially at the lack of progress on a dedicated fund facility for 
L&D due to climate change.

The rest of this article provides a brief overview of the 
state of climate finance, considers relevant key climate 

finance outcomes at COP26 in Glasgow, and proposes ways 
to significantly enhance the availability to poorer countries 
of finance for climate mitigation and adaptation.

Climate Finance Mess

Tracking climate finance is difficult because there is no clear 
universal definition of what counts. The UNFCCC does not 
have an operational definition for measuring and record-
ing climate finance flows. After reviewing varied climate 
finance definitions used by data collectors and aggregators, 
the UNFCCC’s Standing Committee on Finance (UNFCCC-
SCF 2014: 5) offered the following operational definition: 
‘Climate finance aims at reducing emissions and enhancing 
sinks of greenhouse gases and aims at reducing the vulner-
ability of, and maintaining and increasing the resilience of, 
human and ecological systems to negative climate change 
impacts’.

But this too is very broad, leaving room for ambiguity. 
Unsurprisingly, international climate finance figures are 
widely contested (Weikmans and Roberts 2019). The World 
Resources Institute (WRI) reminds us that the lack of clarity 
in climate finance reporting means the numbers need to be 
treated with caution (Bos and Thwaites 2021).

Inadequate Climate Finance

The Climate Policy Initiative (CPI)’s Global Landscape of 
Climate Finance 2021 provides the most comprehensive 
overview of global ‘climate-related primary investment’ or 
climate finance. It includes all sources of climate finance 
– private, public, national and development finance insti-
tutions (DFIs), including multilateral development banks 
(MDBs) – and all instruments – grants, low-cost project 
debt,4 project-level market rate debt, project-level equity, 
debts, balance sheet financing5 and equity. It also covers 
funds for mitigation, adaption and mixed-uses, as well as 
sectoral breakdowns. Its key findings are:

• Total climate finance steadily increased over the last 
decade from US$364bn in 2011–12 to US$632bn in 
2019–20, but increases have slowed since 2017–18.

• An increase of at least 590% in annual climate finance 
is required to meet internationally agreed climate objec-
tives by 2030, and to avoid the most dangerous impacts 
of climate change.

• Adaptation finance continues to lag. Despite increasing 
to US$46bn in 2019–20 from US$30bn in 2017–18, total 

2 https:// www. gov. uk/ gover nment/ news/ pm- calls- on- riche st- count 
ries- to- meet- 100- billi on- clima te- pledge accessed 11 January 2022.
3 https:// www. oecd. org/ newsr oom/ state ment- from- oecd- secre tary- 
gener al- mathi as- corma nn- on- clima te- finan ce- in- 2019. htm accessed 
10 January 2022.

4 By using project cash flows to make repayments.
5 With funding from the assets of the recipient institution or entity.
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adaptation finance remains far below the scale neces-
sary to respond adequately to existing and future climate 
change.

• Mitigation investment in hard-to-decarbonize sectors 
remains low, partly attributed to limited data availability 
mainly due to confidentiality restrictions.

• The public sector continues to provide almost all adapta-
tion finance, with its share rising in development finance 
climate portfolios. However, adaptation finance repre-
sented only 14% of total public finance, while there were 
almost no private investments in adaptation.

• Public climate finance increased by 7% from 2017 to 18, 
remaining largely stable at 51% (US$321bn) of the total. 
Meanwhile, private climate investment increased by 13% 
from 2017 to 18, to US$310bn. DFIs continued to deliver 
most (68%) of public finance, while corporations (mainly 
commercial financial institutions) accounted for 40% of 
private climate finance.

• Most climate finance – 61% (US$384bn) – was raised as 
debt, of which only 12% (US$47bn) was low-cost or con-
cessional. Equity investments – the next largest category 
after debt – came to 33% of total climate finance. Grant 
finance was a paltry US$36bn, or 6% of the total.

• Three-quarters of global climate investments were for 
East Asia and the Pacific, Western Europe, and North 
America, while remaining regions received less than a 
quarter, revealing gross inequity marginalizing Africa, 
Latin America and the Caribbean SIDS. Even in East 
Asia and the Pacific, which accounted for almost half 
(US$292bn) in 2019–20, South Pacific SIDS received 
very little as 81% of the investments were in China.

Pledge Unmet

Some worrying trends have been widely acknowledged (Bos 
and Thwaites 2021). First, most developed countries are not 
contributing their ‘fair share’ to meeting the US$100bn 
annual goal. Each country’s ‘fair share’ is based on a com-
posite index using gross national income (GNI) and popu-
lation for 2020, and recent cumulative  CO2 emissions dur-
ing 1990–2019 (Colenbrander et al. 2021).6 In 2018, the 
US, Australia, Canada, Spain, Greece, New Zealand and 
Portugal provided less than 25% of their ‘fair shares’. The 

contributions of the UK, Luxembourg, Austria, Iceland, Ire-
land and Italy also fell short of their ‘fair shares’ by 25 to 
50%.

Second, the varying ‘quality’ of climate finance and 
reporting ambiguities frustrate easy comparison. For exam-
ple, France, Japan and Germany contribute 75 to 100% of 
their ‘fair shares’, but provide most of their finance in loans, 
which must be repaid. Among countries contributing 50 to 
75% of their ‘fair shares’, the majority provided most of their 
finance as grants.

Third, adaptation financing is well short despite the PA’s 
professed aim to balance climate finance between mitigation 
and adaptation. Recognizing this glaring shortfall and the 
absence of resources to compensate for L&D, many climate-
vulnerable countries and the UN Secretary-General have 
called on developed countries to balance climate finance 
equally.7

Fourth, little finance flows through Multilateral Climate 
Funds (MCFs) like the Green Climate Fund (GCF) and the 
Adaptation Fund (AF), which were mandated by the PA to 
finance climate action. Most developed countries channel 
their largest climate finance contributions through MDBs, 
such as the World Bank, African Development Bank and 
Asian Development Bank, in which they are significant 
shareholders with more influence. MCFs, e.g., the GCF and 
the AF, were mandated by the PA to finance climate action. 
But little finance flows through them as MCFs give develop-
ing countries a much greater say in climate finance govern-
ance, enabling them to directly access funding. Instead, most 
rich countries choose to channel their contributions through 
the MDBs where they have more influence. Unsurprisingly, 
MDB finance favours private sector ‘market solutions’, often 
with onerous conditionalities.

The pandemic has made things worse, according to 
research on 17 developing countries (Alayza and Caldwell 
2021). Some nations saw a decrease in their climate budg-
ets or delays in climate-related project implementation, hav-
ing to respond to the high socio-economic and health costs 
of the pandemic. Facing pandemic disruption, developing 
countries not only had to turn to debt financing, but also to 
prioritize spending to cope with pandemic crises.

For example, in Honduras, loans for the health and social 
sectors were prioritized over funding a climate resilience 
project with the GCF and Inter-American Development 
Bank. South Africa’s food security programme saw a 46% 
reduction in expenditure, contributing to a significant loss 
in adaptation spending. In Kenya, the Energy, Infrastructure 

6 The principle of ‘common but differentiated responsibility and 
respective capabilities’ has long been at the heart of the UNFCCC. 
While it is difficult to hold developed countries collectively account-
able for meeting the target, the climate accords do not determine 
responsibility among developed countries for their historical GHG 
emissions. Also, individual governments have not publicly indi-
cated what they consider to be a ‘fair share’ formula for meeting the 
US$100bn annual target. Instead, 2020 GNI and population size have 
been taken together to estimate crude proxies for financial capacities 
and related fair shares for meeting the target.

7 https:// www.v- 20. org/ activ ities/ minis terial/ 1st- clima te- vulne rables- 
finan ce- summit- commu nique accessed 12 January 2022; https:// unf-
ccc. int/ news/ anton io- guter res- 50- of- all- clima te- finan ce- needed- for- 
adapt ation accessed 12 January 2022.
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and Information-Communication-Technology Department 
saw a 23% reduction in allocations. Some paltry increases 
in climate finance in a few countries during 2019–20 are 
misleading as they often were due to counting non-climate-
related activities, e.g., in Mexico.

Improvement Needed

For the UN Secretary-General, ‘[o]ver the past 25 years, the 
richest 10% of the global population has been responsible 
for more than half of all carbon emissions, and the poorest 
50% were responsible for just 7% of emissions’.8 The World 
Bank estimates that, if left unchecked, climate change will 
condemn 132 million more people into poverty over the next 
decade, while displacing more than 216 million from their 
homes and land by 2050.9

Therefore, rich countries – most responsible for GHG 
emissions and global warming – should be much more ambi-
tious and need to do much more than their US$100bn yearly 
pledge, reluctantly reiterated after a dozen years of massive 
shortfalls. Financing terms should also be far more generous 
than is currently the case, and prioritize adaptation, espe-
cially for the poorest countries most at risk.

Climate finance has also been beset by waste, corrup-
tion, deceit, ambiguity, and inefficiency. Also, there has 
been little impact measurement. For this to improve, donor 
countries and MDBs have primary responsibilities in this 
regard. However, challenges such as ‘wastage’ and ‘corrup-
tion’ must not become excuses for reneging on promised 
finance or policy reforms skewed to serving profit-seeking 
corporations.

COP26 Failure

Climate finance needs much more funding for mitiga-
tion, adaptation, and L&D, with each needing significant 
resources. The Glasgow Climate Pact noted ‘with deep 
regret that the goal of developed country Parties to mobi-
lize jointly US$100 billion per year by 2020 in the con-
text of meaningful mitigation actions and transparency on 
implementation has not yet been met’. There was also no 
commitment at COP26 to help the most vulnerable, but least 
resourced countries’ efforts to deal with L&D.

In late October 2021, the UK COP26 Presidency pub-
lished a Climate Finance Delivery Plan,10 based on contested 
OECD figures. It projected a climate finance trajectory from 
2021 to 2025. However, the vague US$100bn target and lack 
of accountability mechanisms were both left unaddressed.

With details murky on whether and how the target would 
be met, the Delivery Plan implies the financing goal will 
‘likely’ be achieved by 2023. Unsurprisingly, the OECD 
estimates – upon which this new deadline is based – use 
the ‘most generous interpretation of the finance target pos-
sible’ (Mitchell 2021). Thus, Oxfam assessed total climate 
finance for 2017–18 at US$19–22.5bn – roughly US$60bn 
below OECD’s 2018 estimate! This suggests that donors 
will continue to miss the US$100bn yearly target through 
2025 (Oxfam 2021).

Climate Finance Disappointments

Rich countries offered no guarantees regarding the nature of 
climate finance in the years ahead. For example, despite the 
emphasis in the Glasgow Climate Pact and Delivery Plan on 
the need for concessional funding, no firm commitment on 
the matter was forthcoming. This will probably mean that 
low- and middle-income countries (LMICs) will continue 
to receive much of their climate finance as loans (Johnson 
and West 2021).

According to the OECD, loans represented 71% of public 
climate finance in 2019. Over-reliance on loans increases 
LMICs’ debt dependence, exaggerating the ‘true value’ of 
climate finance mobilized, since loan repayments and inter-
est payments should be subtracted from total financing fig-
ures. Moreover, loans for LMICs are generally much more 
expensive than for developed countries. Hence, climate-
related disasters strike in such LMICs will be followed by 
spikes in national borrowing, pushing them into what may be 
termed ‘climate debt traps’. The ‘quality of climate finance’ 
includes deployment issues, e.g., reducing fragmentation of 
international resources, and investing to accelerate the tran-
sition to affordable renewable energy. The only noteworthy 
announcement has been an initiative by a group of donor 
governments working with South Africa to fund US$8.5bn 
to accelerate a transition from coal.11

10 Climate Finance Delivery Plan: Meeting the US$100 billion Goal. 
https:// ukcop 26. org/ wp- conte nt/ uploa ds/ 2021/ 10/ Clima te- Finan ce- 
Deliv ery- Plan-1. pdf accessed 11 January 2022.
11 The US, the UK, the EU, France, Germany. Heavily reliant on 
ageing coal-fired power stations for electricity, and with more than 
90,000 employed in coal mines in 2020, South Africa is the world’s 
12th biggest emitter of GHGs. South Africa has pledged to cut GHG 
emissions by 2030 in its updated submission on its intended contribu-
tion to global efforts. South African President Cyril Ramaphosa said 
that the agreement marked a ‘watershed moment’ for South Africa 
and the world, while European Commission President von der Leyen 

8 https:// www. sei. org/ wp- conte nt/ uploa ds/ 2021/ 05/ seij8 574- annual- 
report- 2020- 210521- web. pdf accessed 12 January 2022.
9 https:// www. world bank. org/ en/ news/ featu re/ 2021/ 10/ 31/ cop26- the- 
world- is- watch ing accessed 12 January 2022.
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Carbon Offsets Shell Game

GHG emissions offsetting enables countries and companies 
to continue emitting such gases instead of cutting them. By 
buying offsets from others who have done so, they claim 
their emissions have been ‘cancelled out’. Carbon offsets 
also include polluters funding carbon absorbing projects 
such as forest conservation or re-forestation.

However, carbon offset markets have slowed progress on 
climate action in the rich North, responsible for two-thirds 
of cumulative emissions. Achieving ‘net-zero’ via offsets 
markets has become a major distraction to greater progress 
on climate action. Thus, ‘net-zero’ implies commitment to a 
zero-sum game, at best maintaining atmospheric GHG lev-
els. Instead, climate mitigation action requires accelerating 
GHG or carbon reduction, i.e., being ‘net-negative’, not just 
net-zero.

Six years after the 2015 COP, after difficult, protracted 
negotiations, Article 6 on carbon trading was the last of the 
PA’s 29 Articles agreed to (Spring and Abnett 2021). Article 
6 seeks to unify carbon offset trading standards to minimize 
‘double counting’. Article 6 does not actually stop emissions 
of carbon dioxide  (CO2) and other GHGs, but effectively 
enables not doing so by paying others to cut emissions. In 
longer term perspective, the KP’s Clean Development Mech-
anism (CDM) also enabled doing likewise.

Such offset markets have long been challenged on many 
grounds. For example, what is the rationale for paying for 
emission cuts which would have happened anyway, even 
without being paid for via the offsets market?

Much scope to game the system also remains. Many 
ostensible ‘carbon offsets’ sold as ‘carbon credits’ do not 
actually involve removing additional carbon, as claimed. 
Less than 5% of all offsets reduce  CO2 in the atmosphere.12 
A 2016 European Commission study of CDM offset projects 
found 85% had no environmental benefits.13

Prices were kept low by ramping up the supply of offsets. 
Often buying cheap in bulk, big polluters pay too little for 
carbon credits to incentivize them to switch to renewable 
energy (The Economist 2020). Averaging only US$3 per 
tonne of  CO2 in 2018, they can hardly be expected to accel-
erate desired energy transitions. Meanwhile, J.P. Morgan, 
Disney and BlackRock have all bought millions of dollars of 

offsets to protect forests not even under threat (Elgin 2020). 
The Economist (2020) has described carbon offsets as ‘cheap 
cheats’. One CEO acknowledged its offset – buying into a 
Tanzania forestry programme – involved ‘cheating’.14 Mean-
while, energy-intensive companies collude and lobby against 
high carbon prices, arguing they damage competitiveness 
(InfluenceMap 2019; Clarke and Barratt 2021, Edgecliffe-
Johnson and Holloger 2021).

Thus, such arrangements enable wealthy nations and 
companies to avoid reducing fossil fuel use at little cost. A 
month before COP26, a broad coalition of over 170 NGOs, 
advocacy groups, and grassroots organizations released 
a statement, declaring that carbon offset programmes are 
false solutions that will not solve the climate crisis.15 Fur-
thermore, the expansion of carbon credits puts pressure on 
indigenous and forest communities for land needed by offset 
projects.

Touting market solutions, the World Bank (2021) has 
noted a recent surge in demand from major financial actors, 
including Goldman Sachs, Morgan Stanley and Lansdowne 
Partners. But much goes to profits from arbitrage, specula-
tion, or trading for third parties – not decarbonization or 
net-zero.

Even Larry Fink – CEO of Blackrock, the world’s largest 
asset manager – is sceptical, ‘We are lying to ourselves if 
we think we can do it just by conveniently asking banks and 
financial service companies, public companies, to conform 
to TCFD reporting.16 We are creating the biggest capital 
arbitrage of our lifetimes’ (quoted in Baker 2021: 5).

Just before the COP began in Glasgow, the captains of 
big finance inaugurated the Glasgow Financial Alliance for 
Net Zero (GFANZ), representing US$130 trillion in assets 
to accelerate the transition, to a net-zero emissions economy. 
The GFANZ – chaired by former Bank of England Governor 
Mark Carney, now UN Special Envoy for Climate Action 
and Finance – claims to leverage the power of big finance 
and unlock trillions of dollars to innovatively achieve the 
PA goal of keeping the temperature rise above pre-industrial 
levels under 1.5 °C.

Larry Fink (2021) argues for substantially more public 
subsidy to de-risk private investment in developing econo-
mies, while GFANZ members’ pledges to substantially 

12 https:// clima tenew saust ralia. com/ the- vast- major ity- of- carbon- offse 
ts- do- not- help- to- combat- clima te- change- ext- visua ls/ accessed 12 
January 2022.
13 https:// www. trans porte nviro nment. org/ disco ver/ eu- publi shes- 
damni ng- report- emiss ions- offse ts- calli ng- quest ion- eus- aviat ion- clima 
te- strat egy/ accessed 12 January 2022.

14 https:// www. smh. com. au/ busin ess/ compa nies/ it-s- cheat ing- eti-
had- ceo-s- frank- admis sion- on- carbon- offse ts- 20211 118- p599xz. html 
accessed 12 January 2022.
15 https:// amazo nwatch. org/ news/ 2021/ 1006- state ment- offse ts- dont- 
stop- clima te- change accessed 18 January 2022.
16 The Task Force on Climate-related Financial Disclosures (TCFD) 
was set up in 2015 by the Financial Stability Board (FSB) to develop 
a framework for a more effective voluntary reporting by companies 
and other organizations of their climate-related financial investment 
decisions.

noted that the ‘just energy transition partnership’ could provide a 
blueprint for cooperation with other countries (Mason et al. 2021).

Footnote 11 (continued)
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increase their climate finance investments are contingent on 
‘incentivization’. Incentivization implies privileged access 
for profit-seeking private investment to large ‘bankable’ 
low-risk projects as well as securing ‘senior’ positions, i.e., 
prior or first claim in case of bankruptcy or debt restructur-
ing (Tonkonogy 2021). To take additional risk, these large 
transnational fund managers often compete for the same 
concessional funding that small national private investors 
also vie for, e.g., via the GCF. Thus, private funds from 
GFANZ are only likely to flow to ‘bankable projects’ and 
often are not aligned with the needs and priorities of devel-
oping countries; hence, they rarely support adaptation, or 
flow to countries where funds are most needed.

Unsurprisingly, the headline grabbing GFANZ announce-
ment was greeted by skeptical charges of ‘greenwashing’. 
Big businesses are said to be burnishing their green cre-
dentials by citing their carbon offset purchases as proof of 
their contribution to protecting the environment and mitigat-
ing global warming. But again, there are no agreed metrics 
to ensure that portfolios of private investments are aligned 
with the PA (Baker 2021). Uncharacteristically, the Marshall 
Islands’ climate envoy has urged remaining ‘vigilant against 
greenwashing’.17

MDBs Disappoint Again

The role and contribution of MDBs have also been disap-
pointing. Despite their espoused commitment to the PA, the 
efforts of MDBs at COP26 appeared ‘lost in technical details 
and individual, often one-off initiatives. There were no col-
lective timelines for Paris Alignment announced, no joint 
commitments on fossil fuel financing’ (Tonkonogy 2021: 1).

Unsurprisingly, observers reacted skeptically to the ten 
major MDBs’ Joint Paris Alignment Statement at COP26 on 
2 November. Some examples18 are quite telling:

‘MDBs lack ambition at this COP… This does not 
reflect the urgency of the task...’
‘… after years of stalling the MDBs are now standing 
in the way of the Paris Agreement rather than aligning 
with it, [instead of] … re-focusing their climate finance 
to serve the most vulnerable communities rather than 
private sector profits.’
‘MDBs are not only not delivering on the Paris goals, 
they’re also actively exploiting loopholes to continue 
financing fossil fuels.’

‘We need to see MDBs adopt a whole-of-institution 
approach to climate, rather than continuing to offer 
fossil finance loopholes – loopholes that will end up 
being sinkholes for MDB clients.’
‘… Any MDB plan that claims to be leveraging pri-
vate climate finance must include an end to policy 
reforms that make fossil fuels more profitable, such 
as tax breaks, Public-Private Partnerships, and higher 
consumer energy tariffs… MDB leveraging of private 
finance away from climate investments.’
‘This statement of ‘ambition’ by ten MDBs does not 
contain the words ‘oil’ and ‘gas’… This statement is 
a travesty of justice.’

Despite the MDBs’ Paris alignment pledge, it was noted 
that ‘significant progress will be needed for these banks to 
meet their commitments by 2023–2024’ (McCandless et al. 
2021). The MDBs were still a long way away from real-
izing their commitment throughout their portfolios (Larsen 
et al. 2018). While the MDBs now claim to align their direct 
investments with the Paris goals, this effort may be insuf-
ficiently ambitious and far from comprehensive. MDBs have 
also paid little attention before to whether their indirect 
investments support climate goals. ‘Policy loans’ – deemed 
more urgent than project loans in times of crisis – remain 
another blind spot.

Unmet Pledge Recycled

Besides the unmet pledge of US$100bn yearly made in 
2009, there have been other setbacks. For example, little 
progress has been made in resolving methodological and 
measurement disputes over climate finance.

The OECD includes both public and private finance, with 
sources – public/private, grants/loans, export credits, etc. 
– undifferentiated. Such ambiguity enables double-count-
ing, poor transparency and creative accounting (UN-IEGCF 
2020). Some donors count most development aid or official 
development assistance (ODA), even when not primarily for 
‘climate action’.

The dispute over which funds are to be considered ‘new 
and additional’ has also not been resolved since the UNF-
CCC was adopted at the Rio Earth Summit in 1992 (Roberts 
et al. 2021). ODA redesignated as climate finance should 
therefore be categorized as ‘reallocated’, rather than ‘addi-
tional’ funding. It is important to acknowledge that poor 
countries are consequently losing aid for education, health 
and other purposes. There is also little agreement on how 
climate finance is spent, who should receive it, criteria for 
efficacy, or how to make sure it is used effectively.

Developing countries at COP26 wanted a clearer quan-
tified plan, with an agreed accountability and monitoring 
framework, a roadmap for progress towards the US$100bn 

17 https:// www. reute rs. com/ busin ess/ cop/ outli ne- carbon- marke ts- 
deal- emerg es- un- clima te- summit- 2021- 11- 13/ accessed 11 January 
2021.
18 https:// bigsh iftgl obal. org/ big- shift- global- react ion- multi later al- 
devel opment- bank- joint- paris- align ment- state ment- cop26 accessed 
12 January 2022.
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yearly target to avoid further delays in implementation, and 
a more ambitious climate finance goal kicking in after 2025. 
However, developed countries successfully resisted these 
efforts. The question of what will happen after 2025 was 
left open despite the urgent need to agree on a measurable 
new climate finance target. The need for climate finance is 
great and fast growing in the face of massive past shortfalls 
and the rapidly deteriorating climate crisis.

Arbitrary Target Inadequate

But even if the US$100bn annual target is finally met, it 
would be hugely inadequate, even without taking COVID-19 
pandemic impacts into account. The US$100bn target was 
somewhat arbitrary in the first place, and far short of the 
needs of developing nations, especially the poorest.

Yet, as European leaders promised this amount before the 
2009 COP, it continues to be the reference for governments 
trying to set a climate finance target. Hence, the gap between 
countries’ climate finance needs and what they received was 
already widening before the pandemic.

To ensure global warming stays below the PA goal of 
1.5 °C above pre-industrial levels, between 1.6 and 3.8 tril-
lion US dollars are needed in annual energy investments 
alone. However, it is estimated that countries are currently 
spending less than half of what is needed (Alayza and Cald-
well 2021).

At COP26, the G77 + China developing country cau-
cus – negotiating for 130 nations representing 85% of the 
world’s population – called on donor countries to mobilize at 
least US$1.3 trillion yearly by 2030. This should be equally 
split 50/50 between adaptation and mitigation, with at least 
US$100bn in grant funding. However, countries like Aus-
tralia, Norway, and the European Union (EU) refused to set-
tle on a firm commitment.

The compromise target was to renew the unmet 2009 cli-
mate finance pledge of US$100bn annually within the next 
two years, and to double existing adaptation funding. How-
ever, the UN Environment Programme’s (UNEP 2021: 30) 
‘highly indicative’ estimate was that adaptation funds need 
to rise to US$250bn yearly by 2030.19 Further, no agreement 
was struck on acceptable methodologies to track adaptation 
finance, including definitions, accounting issues, confiden-
tiality restrictions and impact metrics.

Nothing for the Worst‑off

The call by developing countries, particularly SIDS, for 
COP26 to create a new finance facility for L&D was pushed 
back by developed nations such as the US and the EU. L&D 
refers to the major adverse effects of climate change, espe-
cially those that countries cannot adapt to. Poor nations 
have argued for decades that they should be compensated 
by rich countries for irreversible damage and loss due to 
global warming.20

L&D was mentioned an unprecedented twelve times in 
the final Glasgow outcome text, but without making any 
firm commitments to funding or even mechanisms to secure 
funding. Rich countries only agreed to begin a ‘dialogue’ to 
discuss ‘arrangements for the funding of activities to avert, 
minimize and address loss and damage’. Representing devel-
oping nations, Guinea expressed ‘extreme disappointment’21 
at this further delay of progress in financing vulnerable 
developing countries for the L&D they have suffered due to 
climate disasters.22

Low-lying small island and other nations – from the 
Marshall Islands to Fiji and Antigua – fear losing much of 
their land, especially arable soils, to rising sea levels. South 
Pacific SIDS representatives have expressed disappointment 
at lack of funding for L&D. For them, COP26 was a ‘monu-
mental failure’, leaving them in existential peril.23

In sum, the Glasgow Climate Summit has failed to fix 
the decade-old broken climate finance promises. Headline 
grabbing announcements containing some vague promises 
have merely served to kick the can down the road to COP27 
in Sharm El-Sheikh, Egypt. Meanwhile, the costs of failure 
keep rising, both materially and financially.

Minding the Gap

A recent assessment by the UNFCCC-SCF (2021) estimated 
that developing countries require US$5.8–5.9 trillion up to 
2030 to fund less than half the actions outlined in official 
climate plans, including those to be funded domestically. 
Developing countries’ adaptation costs alone are projected at 

19 For 58 developing countries that submitted updated Nationally 
Determined Contribution (NDC) National Adaptation Plan (NAP) to 
the UNFCCC up to July 2021.

20 https:// www. dw. com/ en/ loss- and- damage- cop26- clima te- change- 
small- island- states- finan ce/a- 59738 141 accessed 11 January 2022.
21 https:// www. dw. com/ en/ cop26- blah- blah- blah- as- world- nears- 
clima te- catas trophe/ a- 59812 342 accessed 11 January 2022.
22 Financial pledges from Scotland and Wallonia (Francophone 
southern Belgium) – £2 million (US$2.6 million) and EUR1 million 
(US$1.1 million) respectively – to address losses and damages were 
the first of their kind.
23 https:// www. thegu ardian. com/ world/ 2021/ nov/ 15/ cop26- pacifi c- 
deleg ates- conde mn- monum ental- failu re- that- leaves- islan ds- in- peril 
accessed 11 January 2022.
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US$155–330bn by 2030, rising to US$310–555bn by 2050 
‘with increasing levels of climate change’ (UNEP 2021: 
29).24

Currently fragmented climate financing urgently needs 
more coherence as well as strategic prioritization of support 
to those most distressed and vulnerable. Developing coun-
tries expected the promised US$100bn yearly to be largely 
public grants disbursed via the then new UNFCCC GCF. 
Oxfam (2020) estimated public climate financing at only 
US$19–22.5bn in 2017–18, noting little effective coordina-
tion of public finance.

Developing countries believed their representatives would 
help decide disbursement, ensuring equity, efficacy and effi-
ciency. But little is managed by the developing countries 
themselves. Instead, climate finance is disbursed via many 
channels, including rich countries’ aid and export promo-
tion agencies, private banks, equity funds and multilateral 
financial institutions’ loans and grants.

Several UN programmes also support climate action, 
including UNEP, the UN Development Programme (UNDP) 
and Global Environment Facility (GEF). But all are under-
funded, requiring frequent replenishment. Uncertain financ-
ing and developing countries’ lack of meaningful involve-
ment in disbursements make planning more difficult.

Meanwhile, financialization has meant that climate fund-
ing increasingly involves private financial interests. Claims 
of private climate finance from rich to poor countries have 
been much contested (Roberts et al. 2021). Even OECD 
(2020) estimates have not been rising steadily, instead fluc-
tuating directionless from US$16.7bn in 2014 to US$10.1bn 
in 2016 and US$14.6bn in 2018.

The actual role and impact of private finance are also 
much disputed. Unsurprisingly, private funding is unlikely 
to help countries most in need, address policy priorities, 
or finance adaptation measures. Instead, ‘blended finance’ 
often uses public finance to ‘de-risk’ private investments.

Cooperating for More Finance

Funding developing countries’ climate change mitigation 
and adaption efforts was never going to be easy. But it 
became more uncertain with President Trump’s decision to 
renounce the PA. Three days before he was elected, the US 
had only contributed US$500 mn, bringing total US con-
tribution to US$1bn, far short of the modest Obama pledge 
of US$3bn towards the US$10bn yearly target for the GCF 
– the UN’s flagship climate finance initiative.25 As the larg-
est shareholder, the US had also blocked the IMF proposal 

to issue new Special Drawing Rights (SDRs)26 to cope with 
the pandemic, because that would also benefit countries the 
Trump Administration disliked.27

Hopes for enhanced multilateralism and improved inter-
national cooperation grew with President Biden’s ‘America 
is back’ declaration.28 In April 2021, he promised US$5.7bn, 
with US$1.5bn earmarked for adaptation. However, the US 
role at COP26 fell far short of hopes. Based on its GNI, 
population size and cumulative emissions, the US should 
provide between US$43bn and US$50bn each year in cli-
mate finance. It also declined to contribute to the L&D Fund. 
And to circumvent resistance from its Congress, the US only 
allowed a new SDR issue of US$650bn – half the US$1.37 
trillion that The Financial Times (2020) estimated would 
be needed.

As emphasized earlier, even if the pledged US$100 bil-
lion yearly finance target is achieved, it would still be inad-
equate to meet climate finance needs. The World Future 
Council (WFC) estimates that annual global investments of 
US$2 trillion are needed to have a chance of keeping the 
temperature rise below 1.5 °C. Obviously, the task is daunt-
ing, especially for developing countries more vulnerable to 
climate change.

In adopting the Marrakech Vision at the 2016 COP22 
to achieve 100% domestic renewable energy production as 
rapidly as possible, 48 members of the Climate Vulnerable 
Forum advocated for an ‘international cooperative system’ 
for ‘attaining a significant increase in climate investment 
in […] public and private climate finance from wide rang-
ing sources, including international, regional and domestic 
mobilization’.29

International cooperation is necessary, considering devel-
oping countries’ limited abilities to mobilize enough finance. 
Significant foreign funds are needed to import needed 
green technologies. Also, most renewable energy invest-
ments needed in developing countries will not be profitable 
enough to attract private investment, including foreign direct 
investment.

Hence, the UN, IMF and others have suggested using 
SDRs, while the WFC has proposed that developed 

24 Using 2020 prices.
25 https:// www. bbc. com/ news/ world- us- canada- 38661 259 accessed 
17 January 2022.

26 The SDR is an international reserve asset, created by the IMF in 
1969 to supplement member countries’ official reserves. To date, a 
total of SDR660.7bn (about US$943bn) have been allocated, which 
includes the most recent allocation. The value of the SDR is based on 
a basket of five currencies—the US dollar, euro, Chinese renminbi, 
Japanese yen, and British pound sterling.
27 Reuters, U.S. stalling massive IMF liquidity boost over Iran, 
China: sources. 15 April 2020. https:// www. reute rs. com/ artic le/ us- 
imf- world bank- sdrs- idUSK CN21X 0L8 accessed 29 December 2021.
28 https:// www. youtu be. com/ watch?v= SYuQe kIL_ CI accessed 13 
January 2022.
29 https:// www. world futur ecoun cil. org/ finan cing- 100- re- in- cvf- count 
ries/ accessed 12 January 2022.
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countries’ central banks use quantitative easing (QE) to 
enhance climate finance. Others have argued for debt relief, 
especially due to the unprecedented rise in debt responding 
to the pandemic.

Special Drawing Rights

The UN has been advocating issuing SDRs to create more 
development finance since the mid-1960s when SDRs were 
first proposed. However, rich countries are largely opposed, 
arguing this would distort the purpose for which SDRs were 
first created, i.e., to supplement foreign exchange reserve 
assets. Also, leveraging SDRs for more development finance 
would expose bond holders to liquidity risks.

The latest UN proposal to use SDRs for development 
finance was made in 2012 after the IMF issued SDRs to 
support recovery from the 2008–09 global financial crisis 
(United Nations 2012). It estimated that regular SDR alloca-
tions and redeployment of ‘idle’ developed country SDRs 
could yield about US$100bn yearly to purchase long-term 
assets which could then be used for development finance. 
The proposal involved floating bonds backed by SDRs, 
rather than directly spending SDRs. Thus, for example, the 
GCF could issue US$1tn in bonds, backed by US$100bn in 
SDR equity.

Opposition to the UN proposal should be reduced by 
only leveraging ‘idle’ SDRs held by reserve-rich countries 
to purchase such bonds (Chowdhury and Jomo 2017). This 
would be comparable to countries investing foreign currency 
reserves through sovereign wealth funds, where the liquid-
ity and risk characteristics of specific assets in the funds 
determine whether they qualify as reserve holdings. Thus, by 
maintaining their reserve function, careful design in leverag-
ing SDRs can reduce objections. This more modest and less 
ambitious proposal should face less political resistance from 
developed countries as it delinks the SDR allocation formula 
from the debate over amending IMF quotas.

The IMF is proposing a Resilience and Sustainability 
Trust (RST), aimed at helping countries build resilience, 
respond to climate change and accelerate transitions sup-
portive of both development and climate. With the proper 
modalities, including regular replenishment, and without 
onerous conditionalities increasing member country debt 
burdens, such a facility would also strengthen the climate 
finance architecture.

The proposed RST will be initially financed by ‘re-chan-
nelling’ unused allocations from the recent US$650bn in 
SDRs approved by the IMF in August 2021. The 2021 SDR 
allocation was the largest in history, but most SDRs would 
go to high-income countries (HICs). Just over 1% of SDR 
allocations would go to the poorest countries, according 
to the Task Force on Climate, Development, and the IMF 
(TFCD & IMF 2021). HICs not facing foreign exchange 

shortage would have little need to deploy their allocated 
SDRs, not even to finance budget deficits.

Because of the current SDR allocation system based on 
countries’ quota or automatic borrowing rights, within the 
IMF – quota formula heavily dependent on countries’ aggre-
gate GDP – barely 3% of new SDRs went to LICs, 30% to 
middle-income emerging market economies, nearly 60% to 
HICs, and more than 17% to the US, which can virtually 
print dollars at will (Eichengreen 2021). Therefore, several 
leading economists (Bradlow and Gallagher 2021; Gallagher 
and Ocampo 2021; Eichengreen 2021) have suggested new 
SDR allocation rules, including re-channelling unused SDRs 
from HICs to special funds at the IMF and multilateral and 
regional development banks, designated as ‘prescribed’ SDR 
institutions, for COVID-19 recovery, especially in LICs.

But the prospect of changing SDR allocation rules to sup-
port development is bleak.30 Meanwhile, G7 leaders only 
called upon other countries for contributions in support of 
their ‘aim to reach a total global ambition’ of [US]$100 bil-
lion of voluntarily re-channelled SDRs to help LICs deal 
with the pandemic and achieve green recovery.31 This so-
called ‘global ambition’ is miniscule compared with the 
US$17 trillion that rich countries have spent to support 
their economies during the pandemic. The finance required 
to support decarbonization in the developing world and to 
foster climate resilience is far greater than the US$650bn 
SDRs approved in response to the pandemic. But it is none-
theless significant, especially to signal global solidarity and 
promote international cooperation.

30 Ever since SDRs were first conceived in the 1960s, it has been 
suggested that SDRs be issued for use as development finance. In 
1965, a group of experts working for UNCTAD argued that SDRs 
should be allocated to meet the development finance needs of newly 
independent countries. But when SDRs were issued in 1970, they 
were instead allocated in proportion to IMF members’ quotas. Fol-
lowing the 1971 US withdrawal from its Bretton Woods commitment 
to fixed gold convertibility of the US dollar, in 1972–73, developing 
countries proposed what came to be known as ‘the link’. They envis-
aged a ‘deal’ in which the (mainly European) developed countries 
would get a reformed international monetary system, in which the 
SDR would serve as the international reserve currency – just as the 
US dollar had done in the by then defunct Bretton Woods system, 
thus eliminating the US dollar’s ‘exorbitant privilege’. In return for 
their support, developing countries should receive most of the next 
SDR allocation. In the end, a second SDR allocation went ahead, but 
developing countries were promised that their proposal might be con-
sidered in future. But nothing has been done for the link since. Sup-
port for issuing SDRs for development finance resurfaced to finance 
the Millennium Development Goals, but again, nothing happened. 
Later, 250bn SDRs were issued in 2009 in response to the GFC, again 
allocated according to member quotas.
31 https:// www. white house. gov/ briefi ng- room/ state ments- relea ses/ 
2021/ 06/ 13/ carbis- bay- g7- summit- commu nique/ accessed 12 January 
2022.
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However, the RST must be well-designed to effec-
tively utilize re-channelled SDRs. Observers have already 
expressed concerns about onerous conditionalities, eligi-
bility criteria to access the RST, and the IMF proposal to 
charge interest (currently five basis points and on the rise) on 
SDRs plus a margin of up to 100 basis points (Ahmed et al. 
2021; TFCD & IMF 2021). These rates are not very differ-
ent from what the Fund currently charges middle-income 
countries (MICs). More problematic are the access limits, 
which would be 100% of quota, or less than the SDR equiva-
lent of US$1bn. According to Ahmed et al. (2021), ‘These 
guidelines would do little to address the financing needs of 
all but the smallest countries’.

As emphasized by TFCD & IMF (2021), modalities must 
ensure truly concessional financing and credit risk bearing, 
as with the IMF’s Poverty Reduction and Growth Trust. 
Also, eligibility for low-cost finance should be broad enough 
to include climate vulnerable MICs, especially those lack-
ing the fiscal space to address climate shocks or invest in 
resilience and low carbon transitions. The TFCD & IMF 
proposed that an RST should have three overarching climate 
objectives:

1. Enhance country capacity to respond to climate shocks 
without significantly increasing debt burdens.

2. Catalyze low-cost financing and capacity building for 
poorer, climate vulnerable countries to strengthen cli-
mate resilience and adaptation strategies.

3. Enhance the ability of emerging market economies and 
developing countries to mobilize longer-term financing 
for just transitions to low carbon growth pathways.

Opportunities for climate-related aspects of RST should 
include:

• Short-term financing to respond to climate shocks
• Longer-term financing for capacity building, resilience, 

adaptation and just transitions
• Broadening eligibility for and sustainability of RST

It should be noted that the new SDRs were primar-
ily issued to enhance international liquidity to strengthen 
responses to the pandemic. Thus, most discussions about 
their use relate to supporting LICs’ COVID recovery efforts. 
Nonetheless, well-designed recovery plans and effective 
coordination between fiscal and monetary authorities can 
accelerate green structural transformation (Chowdhury and 
Jomo 2021a, 2021b).

Quantitative Easing

The WFC has proposed that central banks of developed 
countries continue ‘quantitative easing’ (QE), but not buy 

existing financial assets. Instead, they should invest in 
‘Green Climate Bonds’ (GCBs) issued by MDBs, the GCF 
or some other designated climate finance institution to fund 
renewable energy projects in developing countries.

This should have some other benefits. First, it will not 
destabilize the financial systems of emerging economies, 
whereas QE since the 2008–09 global financial crisis has 
fueled speculation and asset price bubbles. Second, it is 
unlikely to increase inflation, except perhaps temporarily, as 
it will be used for productive investments. Third, it follows 
that such QE should not exacerbate inequality.

Fourth, it will also help industrial countries as developing 
countries receiving climate finance will import technology 
and related services from developed economies, and hence 
should result in more balanced development globally. Fifth, 
GCBs can become near permanent assets of central banks 
due to their long duration.

Debt Relief

The debt burdens of LMICs have been exacerbated by the 
COVID-19 pandemic, ensuring limited fiscal responses, 
delaying economic recovery, as well as climate mitigation 
and adaptation measures. Before the pandemic, developing 
countries were spending 30–70% of their revenue on debt 
servicing in 2019 (Picolotti and Miller 2020). The debt bur-
den of the least developed countries (LDCs) alone reached 
a record US$744bn (World Bank 2020). The high costs of 
COVID-19 responses and revenue losses have pushed many 
countries even deeper into debt (Steele and Patel 2020).

Poorer countries spent five times more on debt than 
on climate action (Jubilee Debt Campaign 2021). Cli-
mate change impacts exacerbate development challenges, 
increasing loan and aid dependence (Picolotti and Miller 
2020). With declining aid in the form of grants, developing 
countries, especially MICs, face a cruel dilemma, having to 
choose between increased climate indebtedness and inaction.

Thus, in addition to calls for more generous, e.g., grant-
based climate finance, civil society SDG advocates – e.g., 
Jubilee Debt Campaign, Oxfam, International Institute for 
Environment and Development (IIED) – have called for 
more meaningful debt relief and debt swaps for climate 
actions. In the past, debt swaps – such as the IMF-World 
Bank Highly Indebted Poor Countries (HIPC) initiative, 
launched in 1996 – were conditional on showing debt relief 
had contributed to the Millennium Development Goals, par-
ticularly the education goal (Ondoa 2018).

While the IMF’s swift action to cancel US$250 million 
in debt of the most vulnerable LICs has been welcome, the 
World Bank has refused to do likewise, arguing it would 
adversely impact its credit rating. The G20 countries’ Debt 
Service Suspension Initiative (DSSI) has been mean-spir-
ited, only postponing debt repayment, to be fully paid later 
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with accumulated interest. Moreover, private creditors have 
not joined the G20 initiative, despite appeals by G20 lead-
ers. Increased solidarity of developing countries – especially 
LICs and LDCs – is vital, especially in maintaining pres-
sure for meaningful debt relief and debt swaps for climate 
actions.

Concluding Remarks

The world faces a climate finance conundrum owing to the 
failure to resolve the underlying issues equitably through 
international cooperation. Consequently, it would not be 
an exaggeration to describe the current situation as a mess. 
Various climate finance arrangements have been developed 
over recent decades, but they have clearly failed to rise to the 
challenges faced. There is little disagreement that interna-
tional public finance for this purpose has been grossly inade-
quate. In 2009, various European leaders pledged US$100bn 
annually in climate finance, but rich countries have failed 
to deliver on these promises made over a dozen years ago.

Other improvements are also needed if climate finance 
arrangements are going to be more supportive of equitable 
climate actions, i.e., thus advancing climate justice.

Rich developed countries have tended to focus on the 
COPs hosted by them as most significant. Hence, they have 
tended to mobilize most for such COPs, hosted in Copenha-
gen in 2009, Paris in 2015 and Glasgow in 2021. US unwill-
ingness to ‘seal the deal’ during the incumbent president’s 
first term ensured Copenhagen’s failure, but also the modest 
breakthrough at Paris six years later, reversed barely two 
years later by President Trump. Hence, expectations were 
high before Glasgow, encouraged by the UK Prime Minis-
ter’s over-the-top rhetoric which the erstwhile Trump ally 
failed to deliver on.

However, there is now little disagreement that the Glas-
gow COP proved to be a catastrophic failure. The injustice 
of various climate-related arrangements is self-evident, as 
private profits are prioritized over the future of the planet 
and humanity itself. The subterfuge is growing with osten-
sibly massive purported financial investments added to the 
mix despite the well-known disappointments associated with 
financialization. International financial institutions, includ-
ing the MDBs, have failed to rise to the challenges of cli-
mate finance. So, a dozen years after the Copenhagen COP, 
Glasgow merely reiterated its grossly inadequate promise of 
US$100bn annually, now elaborated even more ambiguously 
to possibly include all manner of private investments. The 
Glasgow COP also managed to kick the can down the road 
for climate’s worst-off victims to be ‘compensated’ for the 
losses and damages they have suffered.

Finally, several pragmatic proposals are offered to address 
the massive climate finance gap. As sovereign debt relief has 

been much discussed elsewhere, the two main suggestions 
draw upon policy initiatives already embraced by rich coun-
tries in recent years. Since the 2008 global financial crisis, 
many rich countries have embraced unconventional mon-
etary policies, especially quantitative easing. These need to 
be reconsidered for the variety of developing countries, but 
especially by rich countries to sustainably finance urgently 
needed climate action, especially for adaptation to global 
warming’s evolving consequences. IMF allocation of SDRs 
should also be reconsidered to better fill foreign exchange 
needs required for sustainable international climate action.

Worsening climate change needs to be urgently checked 
through enhanced mitigation efforts such as accelerating 
the transition to renewable energy sources. But developing 
countries also desperately need help to cope with effects 
of global warming thus far through appropriate adaptation 
efforts. The most vulnerable also need to be compensated for 
the irreversible harm they have experienced to enable them 
to better cope with their predicament. But existing propos-
als have clearly failed to rise to the huge climate finance, 
the world, especially developing countries, face. Hence, it 
is necessary, even obligatory to think out of the box and 
to consider novel policy proposals, which are in fact quite 
familiar in terms of recent international experience.
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