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ABSTRACT ARTICLE HISTORY
Formal deliberations for the new collective quantified goal on climate finance began Received 13 August 2021
at COP26 in Glasgow. This Perspectives article aims to inform this process by Accepted 4 July 2022
discussing the potential size and nature of is post-2025 target. We argue that the

climate finance system _a\round thg current target to mqbilisg US$1.00 billion per Climate finance; UNFCCC:
year to support developing countries has been fraught with difficulties, and that it Article 2.1(c); new collective
would be ineffective to simply increase the climate finance target without quantified goal; new
addressing these difficulties. Therefore, we identify and discuss five priority collective quantified goal
elements for negotiations: the relation to Article 2.1(c) of the Paris Agreement; the (NCQG)
adaptation-mitigation balance; financial instruments; mobilising private finance;

and ‘new and additional’ finance. To increase transparency, accountability, and

trust in climate finance under the UNFCCC and to simultaneously allow for the

mobilisation of finance at scale, we suggest setting a sub-target for grants. In

combination with additional (sub)target(s), this could define an overall new

collective quantified goal that is better suited to serve the challenging dual role of

mobilising finance at scale and transferring resources to developing countries.

KEYWORDS

Key policy insights:

* Ambiguous definitions of climate finance and the US$100 billion target allow for
multiple interpretations, reducing transparency and trust between countries.

o Climate finance targets can be interpreted in a dual and sometimes contrasting
way: mobilising investment at scale and transferring resources from developed
to developing countries. Recognising this duality may help to find common
ground for a post-2025 climate finance target.

« Increasing the climate finance target may prove ineffective without further clarity on
private finance mobilisation, the relation to Art. 2.1(c), and other priority elements.

e More detailed assessments of needs, priorities, costs, and support are needed to
inform the post-2025 target and assess climate finance provision effectiveness.

o A sub-target for grants could increase accountability, trust, and transparency, and
target the needs of the most vulnerable developing countries.
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» Negotiations on the post-2025 climate finance target could also consider additional
aspects such as access to and prioritisation of finance, and loss and damage.

1. Setting climate finance targets

Climate finance has always been a central issue at the UN climate negotiations. The support to developing
countries for mitigation (e.g. promoting renewable energy or low-carbon transport) and adaptation (e.g.
making the agricultural and water sector climate resilient to physical climate impacts) is key to building and
maintaining trust (Ciplet et al., 2015). Such financial support for climate action currently occupies the majority
of public funding for implementing international environmental agreements (Pickering et al., 2017).

For all its failures, the 2009 UN climate conference in Copenhagen was a watershed moment for climate
finance. For the first time, developed countries collectively pledged specific amounts of climate finance to
support developing countries with climate change adaptation and mitigation activities, providing US$30
billion for the period 2010-2012 and mobilising US$100 billion annually by 2020 (UNFCCC, 2009). These
numbers were confirmed in the Cancun Agreements in 2010 (UNFCCC, 2010), along with criteria that the US
$100 billion needs to be ‘new and additional’, ‘balanced’ between mitigation and adaptation, and that the
private sector would be considered a source of climate finance (Pauw, 2017).

Since the UN climate negotiations in Copenhagen, the scaling up, tracking, and accounting of climate
finance flows towards the agreed US$100 billion per year have become a priority for many different institutions
engaged in international climate policy (Iro, 2014; Bodnar et al., 2015), including provider and recipient
countries, climate funds, civil society, and development banks and agencies (Pickering et al., 2017). In Paris
in 2015, developed countries signalled their intention to continue this collective goal to mobilise climate
finance through 2025, and to establish a new collective quantified goal from a floor of US$100 billion per
year prior to the 2025 UN climate conference (UNFCCC, 2015b, Decision 1/CP.21, paragraph 53). It was
agreed that in setting a new climate finance target, the needs and priorities of developing countries’ will be
taken into account (ibid). Indeed, the financing needs of developing countries have increased significantly
for both mitigation and adaptation since the UN climate conference in 2009 (Sanderson & O'Neill, 2020;
UNEP, 2021a).

Deliberations for the post-2025 finance target started at COP26 in Glasgow. Some countries already put
forward a number. For example, ahead of the COP, the South African environment minister suggested US
$750 billion per year by 2030 (Timperley, 2021) and the Group of Like Minded Developing Countries together
with the African Group of Negotiators suggested a commitment by developed countries to mobilise jointly at
least USD 1.3 trillion per year by 2030 (LMDC & AGN, 2021). However, negotiations about the size of the target
and its characteristics have not formally started and decisions in Glasgow were process-related only. It was
decided to establish an ad hoc work programme from 2022 to 2024, to hold four technical expert dialogues
per year, to convene high-level ministerial dialogues, and to end deliberations by setting the new collective
quantified goal in 2024 (UNFCCC, 2021, Dec. CMA.3). The decisions also invite external input (ibid.)

This Perspective article aims to inform the negotiations towards a new collective quantified goal that is
meaningful in that it effectively supports the implementation of the UNFCCC and the Paris Agreement in a
transparent way.

First, we look back at how climate finance has functioned and identify a number of difficulties that hamper it.
Second, in the context of these difficulties and the evolution of the UN climate negotiations since the US$100
billion target was first set in 2009, we identify and discuss five priority elements that should be negotiated to
reach a meaningful new collective quantified goal. Third, we suggest using these negotiations as an opportu-
nity to consider other aspects of the climate finance system, including access to finance and loss and damage.
We conclude by providing suggestions for setting a new collective quantified goal.

The climate finance experts co-authoring this article are long-term followers of the UNFCCC process but cur-
rently do not formally represent any party to the UNFCCC. The authors have different backgrounds and per-
spectives, and are both from and working in a wide range of developing and developed countries.
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2, Taking stock: the US$100 billion pledge by 2020

Despite persistent efforts by the UNFCCC in particular, no universally agreed modalities to account for inter-
national climate finance under the UNFCCC exist, giving rise to multiple accounting practices (Weikmans &
Roberts, 2019). Ambiguous definitions of climate finance and the set targets mean that it is not clear how
much finance was mobilised exactly. However, it is clear that developed countries did not meet the US$100
billion goal in 2020 (COP26 presidency, 2021; OECD, 2022).

The most prominent international accounting practices that focus on the US$100 billion goal compile the
mandatory biennial reporting by Annex Il countries (here considered to represent ‘developed countries’) on
financial support they provide and mobilise to non-Annex Il countries. This relies on self-reporting, which
has led to conflicting views on the accuracy and relevance of the data (Weikmans et al., 2017; Weikmans &
Roberts, 2019). For example, the Standing Committee on Finance (Standing Committee on Finance, 2021b)
and the OECD (OECD, 2020) used self-reported amounts to estimate total climate finance flows at respectively
US$74.1" and US$74.8 billion per year for 2017-2018 (OECD, 2020; Standing Committee on Finance, 2021b).?
However, Oxfam estimated that only US$19-22.5 billion in public finance specifically targeted climate action
per year in 2017-2018 (Oxfam, 2020).

Roberts et al. (2021) explain this large difference through several key differences in accounting. First, most
developed countries count all financial instruments (i.e. loans, grants, equity, insurance) at face value in their
reporting to the UNFCCC. This is the requirement by the UNFCCC, with reporting in grant-equivalent values
being voluntary only (UNFCCC, 2018, Dec. 18/CMA.1). The latter can be prohibitively complex where multiple
financial instruments and financiers are combined, but reporting at face value does not distinguish between an
investment that consists of a full grant and one that is financed through a (concessional) loan. While this face
value accounting practice may reflect an investment well, it is a bad measure for the distributional (or transfer)
aspect (i.e. grant equivalent) that comes with instruments such as loans. That explains the much lower esti-
mates of aggregate climate finance by Oxfam (2020), which focused on the net financial transfer to developing
countries by counting only the grant equivalence of loans.

Second, the long-standing issue of what qualifies as ‘new and additional’ finance has not been resolved. The
1992 Convention states that climate finance should be new and additional. This concept was never defined
because of a lack of agreement, leaving it to countries to indicate how they determined what resources are
new and additional (UNFCCC, 2018). The result is that countries continue to define it in different ways. In com-
bination with countries’ efforts to mainstream climate change into development cooperation, this causes the
risk that development assistance is diverted towards climate finance. For example, when support previously
allocated for education and health goes to areas that count as climate finance, this would reallocate rather
than increase funding (Roberts et al., 2021). Only two countries (Norway and Sweden) described their
climate finance as amounting to flows that exceed the target of 0.7 per cent of GNI for overall development
finance (Standing Committee on Finance, 2021b), putting their definition of ‘new and additional’ amongst
the most stringent.

A third accounting issue relates to private finance mobilisation. The Cancun Agreements were the first inter-
national environmental agreement whose implementation explicitly depends in part on the mobilisation of
private finance (Pauw, 2017). Developing countries have often opposed private finance, especially for adap-
tation, noting that public finance can be better targeted to areas of need (Khan et al., 2019). On the other
hand, the mobilisation of private finance has the potential to increase the total impact of climate finance sub-
stantially. While there is progress in developing rigorous methodologies to measure mobilised private finance,
data continues to be incomplete and contested (OECD, 2020; Oxfam, 2020).

Together, these three accounting issues create ambiguity around targets for climate finance and make it
difficult to agree on whether targets are met. Nakhooda et al. (2013) already pointed at diverging approaches

1Average for 2017-2018 for UNFCCC funds, multilateral climate funds, climate-specific finance through bilateral, regional and other channels,
MDB climate finance attributed to developed countries, and mobilised private climate finance through both multilateral, bilateral and
regional channels.

These numbers are supplemented by data from the OECD DAC and Export Credit Group statistics and complementary reporting to the OECD.
The most recent numbers by the OECD (OECD, 2021) indicate that US$ 79.6 billion was mobilised in 2019.
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on what ‘counts’ as climate finance when they analysed whether developed countries met their US$30 billion
target for 2010-2012. While self-reported climate finance by provider countries were estimated to exceed the
US$30 billion target by USS$5 billion, 80 per cent of the amount was also reported as ODA, putting in question
whether the funds were ‘new and additional’ (ibid). Furthermore, only 16 per cent was spent on adaptation
(assessed at face value) (ibid). The US$100 billion target was missed in 2020, even by developed countries’
own accounting. According to the OECD, US$83.3 billion was mobilised by the end of 2020 (OECD, 2022).

These different accounting approaches taken from different perspectives on the US$100 billion target illus-
trate the dual role that is interpreted into the target. On the one hand it is about mobilising large-scale invest-
ments as such, including from the private sector. On the other hand, it is about transferring resources from
developed to developing countries to increase equity among countries in addressing the climate crisis (Rib-
belke, 2011; Morgan & Waskow, 2014; Pauw et al., 2020). These two roles can be conflicting, and they need
to be spelled out more clearly to increase transparency, establish trust, and reach an agreement on a post-
2025 target, as we will further explain in the next two sections.

3. Priority elements to determine a new finance target

The size of the current US$100 billion target was a political compromise (Chhetri et al., 2020). New collective
quantified goal will also be a political compromise, but at least there is an opportunity to base it on vast experi-
ence, new insights around needs, and to link the size of the target to the characteristics of climate finance.

At a minimum, the target should be corrected for inflation. This would imply that the post-2025 target is at
least US$139 billion per year (see Figure 1). That number is based on an extrapolation up to 2025 of the average
inflation rate between 2009 and 2021 of 1,021 per cent (U.S. Bureau of Labour Statistics, 2021), assuming that
buying power remains at least constant.

The target should also be anchored to the ‘needs’ by developing countries to implement the Convention
and the Paris Agreement (UNFCCC, 2009, 2015a; Standing Committee on Finance, 2021a). While UNFCCC
language has been consistent on the importance of these needs, the financial component of these needs
was neither well understood when the US$100 billion target was set (UNFCCC, 2007) nor is the current under-
standing adequate to form the basis of a quantitative needs-based goal setting.

For example, in its first report on the determination of the needs of developing countries, the Standing Com-
mittee on Finance (SCF) analysed country submissions to the UNFCCC and concluded that most needs are not
expressed in financial terms (Standing Committee on Finance, 2021a). The SCF identified 6,690 needs in
National Communications of 149 countries, of which only 1,137 needs are expressed in financial terms by 46
countries, adding up to US$8.9 trillion. Similarly, in Nationally Determined Contributions (NDCs), 1,782 out of
4,274 needs are expressed in financial terms in 78 out of 153 assessed, cumulatively amounting to US$5,8-
5,9 trillion up to 2030. However, 89% of these ‘costed needs’ do not indicate a possible finance source (Standing
Committee on Finance, 2021a). Another study on needs expressed in NDCs found that the costs of implement-
ing all conditional ambitions of developing countries could be as high as US$ 4.1 trillion for the period 2020-
2030 (Pauw et al., 2020). However, this number has strong limitations. First, the precision of the cost estimates
varies, and it is sometimes unclear how realistic they are. Second, it is often not clear whether countries’ con-
tributions are partly or fully conditional upon support. Third, the current NDCs are insufficiently ambitious to
meet the goals of the Paris Agreement. Finally, the current number of climate finance recipient countries out-
numbers the countries with conditional NDCs. For example, only 83% of the countries that have received
support for mitigation in 2013-2016 make their NDC conditional on mitigation finance (ibid). More detailed
assessments of needs and priorities of developing countries and the relation between needs, costs, and
required support would help the work towards the post-2025 target and the effectiveness of climate finance
provision.

The size of the post-2025 target should also be understood in the context of the instruments and sources of
finance used. Under the current US$100 billion target, and if accounting principles at face value are used, pro-
vider countries have a high degree of flexibility in terms of instruments used, focus (adaptation/mitigation), and
whether or not to use public funds to mobilise private climate finance. This flexibility, however, decouples the
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o Option a: Public finance

grant
riments targets for grants (fixed) and
for other instruments add up
to at least US$ 139 billion per
year*. Private finance
mobilisation is aimed for and
could be reported, but is not
accounted for the target.

* Public &
mobilised
private
* All instruments

* Adaptation and
mitigation

(balanced)

* Grants only

Current situation: US$
100 billion per year

Option b. Public finance target
for grants (fixed), accompanied
by a total mobilised finance
target of at least US$ 139
billion per year*.

Legend

Public finance
(adaptation and
mitigation)

- (mobilised) private
finance, mitigation
and adaptation

Fixed target: Two qualifiers are suggested for the grant target:

get: XX PO .
billion per year 1) grants can be used for the mobilisation of private sector co-finance
2) a specified adaptation-mitigation balance could be applied.
*the US$139 billion per year is a correction for inflation and an absolute
minimum for the post-2025 target.

Size of target
(relative)

Figure 1. Options for new collective quantified goal (source: own compilation).

target from the transfer of resources from developed to developing countries, making the actual amounts
being transferred unclear.

A more clearly structured target, for example through sub-targets, could guide the choice of instruments
(e.g. grants versus loans or other financial instruments), the adaptation-mitigation focus, or the share of
funds targeting the mobilisation of private finance. This may also increase trust, in particular when designed
in anticipation of or accompanied with clear accounting principles. However, accountability towards sub-
targets can also be counterproductive, making the system rigid and increasing the complexity of meeting
targets. For instance, the Green Climate Fund (GCF) Secretariat identified trade-offs between increasing adap-
tation finance and increasing private finance mobilisation (Griining et al., 2020; GCF, 2021). Aiming to meet
both targets might cause lower amounts of climate finance flows when adaptation projects that do not
mobilise private sector finance are put on hold.

Against this background, we, as a group of long-term climate finance experts, identify and discuss below a
non-exhaustive list of elements that we deem as the priorities of new collective quantified goal. We argue that
simply increasing the climate finance target will be ineffective unless these priority elements are further devel-
oped and integrated in new collective quantified goal.

3.1 Relation to art. 2.1(c)

Climate finance under the UNFCCC never aimed to fully prevent dangerous climate change or to make all
people, economies, and ecosystems resilient to its impacts. That would require a shift in investment in the
order of trillions of US dollars. This is what the third long-term goal, or art. 2.1(c) of the Paris Agreement, is
about; the climate consistency of finance flows adds a new definition, scope, and scale to what is required
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in finance and related policymaking. It sets a purpose for all Parties and their implementation of the Paris Agree-
ment, which will have far-reaching implications for countries and for the private sector (Zamarioli et al., 2021).
The goal of art. 2.1(c) functions as a reminder of the central role of the financial system’s structures and pro-
cesses for achieving climate objectives. This larger financial system engages actors, such as central banks, com-
mercial banks, and institutional investors, more strongly than the current climate finance support to developing
countries does. While climate finance (art. 9 of the Paris Agreement) should continue to be fundamental on its
own to address developing countries’ needs and priorities to mitigate and adapt, it can act in complementarity
with art. 2.1(c). The post-2025 target for climate finance needs to take art. 2.1(c) into account. On the one hand,
public climate finance can be used to support developing countries to shift financial flows by supporting, for
instance, the creation of sustainable classification systems that define climate-consistent investments; the
advancing of macro and micro-prudential regulation by central banks; or the implementation of fiscal incen-
tives for climate-related action in the financial sector (Zamarioli et al., 2021). On the other hand, the re-allocation
of all finance worldwide towards low-carbon and resilient investments potentially reduces the mitigation and
adaptation financing gaps in developing countries, freeing up public finance under the post-2025 target
towards other priority needs that are less attractive for the market.

3.2 Adaptation-mitigation balance

The difference between adaptation and mitigation is not always straightforward and some types of investments
can address both (e.g. nature-based solutions, such as forestry and housing insulation). However, since the
Copenhagen Accord, parties have promised that climate finance will aim to ‘balance’ these two - again a
concept that has not been further defined. While both mitigation and adaptation finance are currently under-
funded (Bhattacharya et al., 2020; UNEP, 2021b; Kreibiehl et al., 2022), recipient countries are often particularly
vulnerable to climate change and perceive adaptation finance as a vehicle to enhance fairness in the UN climate
negotiations (Ribbelke, 2011; Pickering et al., 2015). However, only 23.9% of the total climate finance at face
value was adaptation finance in the period from 2016 to 2020, according to the OECD, though the trend
was upwards in 2019 and 2020 (OECD 2022). One of the outcomes of the UN climate conference in Glasgow
was that developed countries are urged to ‘at least double their collective provision of climate finance for adap-
tation to developing country Parties from 2019 levels by 2025’ (UNFCCC, 2021 Dec CMA.3 §18).

In any new collective quantified goal, more adaptation finance could be secured by including an aim for a
certain split (e.g. 50:50) on mitigation-adaptation, or by setting the current share of 25% as a minimum. In this
context, finance to avert, minimise, and address loss and damage could also be discussed. It has no reliable or
adequate funding source (Roberts et al., 2017; Gewirtzman et al., 2018), but the outcome of COP26 in Glasgow
indicates that such financing is likely to remain a priority for many developing countries in the coming years
(Schalatek & Roberts, 2021). The G7 Climate, Energy, and Environment Ministers also emphasise enhanced
support regarding averting, minimising, and addressing loss and damage in their Communique ahead of
2022 G7 summit (G7, 2022).

Any clarification on the adaptation-mitigation balance will reduce developed countries’ flexibility in imple-
menting their climate finance commitments. It is important to stress that adaptation projects mobilise less
public and private co-finance (Cui et al., 2020; Griining et al., 2020). A higher adaptation finance target could
therefore imply less overall climate finance and a larger finance gap.

3.3 Financial instruments

An important function of climate finance is to transfer resources from richer developed countries with high (his-
torical) emissions to poorer developing countries that suffer most from the climate crisis and that need support
for an economic transition. Developing countries therefore tend to prefer grants over loans in cases of similar
face value, with similar tendency towards instruments with a higher grant. According to the OECD (OECD, 2021),
the grant share of climate finance was only 21% in 2019 (up from 16 per cent in 2018).

Non-grant instruments have advantages and disadvantages. For example, advantages of (concessional)
loans and guarantees are that they can have higher impact compared to grants, as they typically mobilise
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more co-finance from the private sector (Bhattacharya et al., 2020). Also, repaid loans can be re-invested in new
projects thus stretching the impact of limited public climate finance. However a disadvantage of non-grant
instruments is that they can add to countries’ debt levels and curtail their development (Oxfam, 2020),
thereby reducing their resilience.

New collective quantified goal needs to balance a necessary transfer of resources to developing countries
with the need to scale up investments and to maximise impact, precisely to reflect the two roles of the
target that were discussed above.

3.4 Mobilising private finance

Measurement and reporting of mobilised private finance continues to be complex and difficult (Standing Com-
mittee on Finance, 2021b). In the period from 2013 to 2019, mobilised private finance is estimated to have
varied between 18 and 27 per cent of total climate finance under the UNFCCC on an annual basis (OECD,
2021). More private finance was likely mobilised but not accounted for because it happened indirectly, for
example through policy reform, or because data was confidential. Leverage ratios vary strongly between
climate finance sources, mitigation versus adaptation projects, and emerging versus lower-income recipient
countries (Cui et al., 2020; Griining et al., 2020). More research is hence needed to identify implications of
these different market contexts for new collective quantified goal. Given the need to shift finance flows in
the context of art. 2.1(c), the goal to mobilise private climate finance through the targeted use of public
climate finance should become more central in the future, regardless of whether such private finance is
accounted for or not as part of the post-2025 target.

For the post-2025 target, it is therefore important to identify whether it is necessary to differentiate with high
precision what financing volume can be attributed to which mobilising activity and how to account for this or,
instead, if the debate could be focused on shifting private finance flows more generally in relation to art. 2.1(c).
In case the focus is on the former, varying leverage ratios and their implications should be considered in more
detail, and a coherent accounting system would be necessary.

3.5 ‘New and additional’ finance

Research suggests that climate finance flows have not been ‘new and additional’ as promised since the 1992
UNFCCC (Nakhooda et al., 2013; Roberts et al., 2021). Concern exists about a possible decline in aid budgets or
diversion of essential aid away from important development priorities, e.g. education or public health. This is
one reason why Oxfam (Oxfam, 2020) argues that developed countries should commit to ensure that future
increases of climate finance qualifying as ODA form part of an overall aid budget that is increasing at least
at the same rate as climate finance.

However, even if climate finance and ODA can be accounted for separately, the relevance of the concept of
‘new and additional’ finance is fading because the baseline against which it can be measured will change. Art.
2.1(c) sets a global direction for all finance flows - thus including development finance - to at least cease invest-
ments in activities that harm mitigation and/or adaptation objectives (Cochran & Pauthier, 2019; Jachnik et al.,
2019). Among possible implications for the post-2025 target, this desired mainstreaming of climate consider-
ations might make it more challenging to separate climate-consistent ODA with ODA provided as - and
counted towards — climate finance. Under new collective quantified goal, a stronger articulation of what
climate finance is and how it relates to ODA might be required, adjusted to a system of monitoring and
accounting climate-consistent finance flows that still needs to be developed.

3.6 Additional aspects

Further to considering the above priorities, the discussion on new collective quantified goal might also be a
good opportunity to discuss additional aspects. One example is the reporting on climate finance provision
by additional Parties. Except for the removal of Turkey from this list in 2001, the list of countries that are
required to provide climate finance under the UNFCCC has not changed since 1992. In line with the Paris
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Agreement, ‘other Parties’ have also provided climate finance in practice (UNFCCC, 2015b). For example, China
reported South-South cooperation in 100 countries between 2011 and 2015 in its first Biennial Update Report,
although the amount remains unclear. On a multilateral level, 23 ‘other Parties’ pledged to contribute US$354
million to the GCF up to 2022. ‘Other Parties’ refers to countries outside of the group of traditional providers of
climate finance, listed on Annex Il of the Convention (1992). New collective quantified goal could be
accompanied by a decision to require ‘other Parties’ to report on the climate finance that they provide to
and mobilise in developing countries. The list of climate finance provider countries could also be extended
over time, based on indicators such as emissions (historical and/or per capita), GNI per capita, or climate
change vulnerability.

Although it relates to climate finance effectiveness rather than its mobilisation, the prioritisation of climate
finance recipients can also be considered in the negotiations. Currently, the majority of climate finance does not
reach the countries most in need (Savvidou et al,, 2021), much less the most vulnerable and at risk communities
on the ground (Remling & Persson, 2014; Soanes et al., 2017). The Paris Agreement prioritises LDCs and SIDS for
climate finance and capacity building, and the LDCs for technology transfer (Pauw et al., 2019). Further specifi-
cation of priority recipient countries and considerations of countries’ absorptive capacities could, for example,
help to steer grants and adaptation finance to areas of greatest need and/or greatest impact.

Similarly, access to climate finance by the most vulnerable countries hardly relates to climate finance mobil-
isation, but the negotiations on new collective quantified goal could be used to ensure the need for improve-
ment. Despite readiness support, hurdles to access finance are still high. For example, although allowing direct
access for entities from developing countries, the GCF’s accreditation requirements can be particularly stringent
before those entities can apply for any funding (Fonta et al., 2018). In addition, long lag times in proposal devel-
opment and approval severely limit the funding that is reaching projects the ground (Chaudhury, 2020).

The priorities and aspects above were carefully determined and considered by the authors, but our list is not
necessarily exhaustive and other experts might prioritise other issues. For example, newer issues on the inter-
national political agenda could also be usefully considered when determining a new collective quantified goal,
including: the COVID-19 pandemic and related economic stimulus and recovery spending (Corfee-Morlot et al.,
2022); the opportunity to make debt-for-climate swaps (Widge, 2021); and the need to avert, minimise, and
address loss and damage, which has otherwise no reliable source of funding (Mechler & Deubelli, 2021).

4. Outlook

In this Perspective article, we have briefly taken stock of the functioning of climate finance under the UNFCCC
so far in the context of the 2020 US$100 billion per year target. Based on our experience with the topic to date,
we identified six priority elements for setting the new collective quantified goal for climate finance for the post-
2025 period. As a final step, this outlook provides our four suggestions moving forward.

First, given the existing difficulties related to accountability, measurement, and trust, we conclude that
simply increasing the target would be ineffective to significantly improve climate finance. We demonstrated
that the current target embeds a dual role: mobilising investment at scale and transferring resources from
developed to developing countries. We believe both are crucial, and this dual role should be spelled out
more clearly. It should also be addressed by including a transparent transfer of resources from developed
countries to developing countries to address their needs.

Second, in this context we suggest including a collective minimum grant target, either in absolute terms or
as an increase compared to the current share. In order to also maintain flexibility in climate finance provision
and increase impact, such grants can also be used for the mobilisation of private sector co-finance. Another
qualifier could specify the adaptation-mitigation balance for public finance. This might be necessary
because it continues to be difficult to mobilise private co-finance for adaptation projects (see Figure 1).

A target on grants could be accompanied by at least one additional target. Several options are possible, such
as a total public finance target (Figure 1, option a) and a total mobilised finance target (option b). Together,
these specify the full size of a post-2025 target of at least US$139 billion per year (a correction for inflation).
It must be kept in mind, however, that accountability towards sub-targets can also make a system rigid and
increase the complexity of meeting targets.



CLIMATE POLICY 1249

Third, as countries implement Article 2.1(c), decarbonisation of the real economy should speed up and resi-
lience should increase. That should reduce the financing gap and free-up some of the limited public climate
finance for supporting critical climate needs that will not be addressed in a timely way through the market.
A share of new collective quantified goal can also be used to support countries with the implementation of
Article 2.1(c). At the same time, however, some measures related to the financial sector, such as the inclusion
of climate risks into investments’ decision-making, may also reduce capital inflows and increase the cost of
capital in countries with higher climate risks (Buhr et al., 2018; Beirne et al., 2020; Zamarioli et al., 2021). For
a post-2025 target that addresses the needs and priorities of developing countries, it will be crucial to track
whether overall finance flows are made consistent with low-carbon and climate resilient pathways and to
clarify the role of Art. 2.1(c) alongside climate finance, in particular at the UNFCCC negotiations.

Fourth, the negotiations on new collective quantified goal are also a good opportunity to discuss some
shortcomings of the current system of climate finance provision. For example, it would be an option to
invite more climate finance providers to the table; to discuss a further prioritisation of climate finance allocation
to particular countries or needs, including loss and damage; and/or to improve access to finance by the most
vulnerable countries. The latter are not directly related to the size of the target per se, but they are central to the
effectiveness of climate finance.

Finally, it is essential that the internationally agreed climate finance tracking and accounting rules are
updated to respond to the changes incurred by new collective quantified goal. This is key to ensure transpar-
ency and increase trust, not just for the high-level political agenda, but also for those who are to be supported.
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