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Oxfam estimates that adapting to climate change in developing countries is likely to 
cost at least $50bn each year, and far more if global greenhouse-gas emissions are not 
cut fast enough.1 Yet international funding efforts to date have been woeful. In the year 
that the Intergovernmental Panel on Climate Change (IPCC) issued its direst warnings 
to date of the impacts of climate change on vulnerable developing countries, the rich 
and high-polluting countries increased their contribution to the Least Developed 
Countries Fund (LDCF) for urgent adaptation needs by a mere $43m.2  This brings the 
total pledged to $163m – less than half of what the UK is investing in cooling the 
London Underground.3 Worse, only $67m has actually been delivered to the Fund – 
that’s less than what people in the USA spend on suntan lotion in one month.4

It is now time for the dissonance between the science and the policy rhetoric to end. 
But on the evidence to date, rich countries are very unlikely to provide the scale of 
adaptation finance needed on a voluntary basis. Outcomes at Bali must, therefore, 
include a commitment to identify and establish new finance-raising mechanisms, so 
that vulnerable communities in developing countries will have the resources and 
support they need to protect themselves from the worst impacts of climate change. 

Oxfam asks that delegates realise the following in terms of adaptation at Bali: 

• Rich country delegates must demonstrate their commitments to poor countries 
in terms of adaptation by living up to their obligations as agreed under the 
United Nations Framework Convention on Climate Change (UNFCCC) and the 
Kyoto Protocol.5 This can be achieved through a ‘Bali Mandate’ ensuring that 
adaptation (including finance) is treated on a par with mitigation efforts in the 
post-2012 negotiating process. 



   

• Delegates must agree to a negotiating track that includes explicit discussion of 
potential and equitable complementary funding sources for the Adaptation 
Fund (beyond the Clean Development Mechanism levy). New finance should be 
agreed and deployed within the first commitment period, so that adequate 
funding is available for those who need it urgently. 

• Delegates must achieve strong consensus on Adaptation Fund management 
that puts the poorest, most vulnerable communities and countries first. A 
strong consensus is one in which potential recipient countries are confident that 
the Adaptation Fund will deliver financing in a timely, efficient, and practical 
manner. The Adaptation Fund must follow best practice in the delivery of 
development finance and, where possible, deliver funding through long-term, 
predictable grants to support poor-country plans for adaptation. That funding 
should be directed towards the most vulnerable communities, through gender-
sensitive programmes. Given the Fund’s potential as a major channel of 
resources to build the capacity of many of the world’s poorest people, developing 
countries must have a strong say in ensuring its democratic and transparent 
management. So all options for its governance must be considered.  

As an African UNFCCC delegate recently stated: ‘This time we don’t just want 
declarations or resolutions on paper. We want to see something – not just promises. We 
need clear commitments and practical steps to implement and enforce them.’6

Just and urgent adaptation  
‘The largest producers of greenhouse gases must bear responsibility for the damage 
being caused … in particular to the vulnerable countries whose sustainability and very 
existence are increasingly threatened by their actions.’7  

– Prime Minister Stephenson King of Saint Lucia 

Even if global emissions are cut rapidly starting today, the impacts of climate change 
will worsen until at least 2030, due to the levels of greenhouse gases (GHG) already in 
the atmosphere. For those already being affected, the need for finance to support 
adaptation is urgent. In Niger, changed rainfall patterns are already contributing to 
increased desertification which, for Tuareg and Wodaabe people, has caused massive 
losses in livestock, contributing to chronic food insecurity.8 In Tuvalu, a small island 
nation in the Pacific, strong winds and high tides regularly crash through damaged sea 
walls, bringing waves and debris onto the land, inundating homes and ruining fresh 
water supplies.9 In Bolivia, rising temperatures are increasing the incidence and 
intensity of forest fires, and damaging agriculture.10  

There is a deep injustice in the impacts of climate change. Rich countries are largely 
responsible for causing the problem, with many decades of greenhouse gas emissions, 
while they disproportionately reap the economic benefits of fossil-fuel-dependent 
growth. Yet poor countries are, and will be, worse affected, facing more severe 
droughts, floods, hunger, and disease, and with less capacity to adapt. Within 
countries, it is the poorest people who are affected most. Women in poor communities 
will be particularly affected because of their role in providing food, water, and 
firewood for the household, while lacking the farming tools and technology they need 
(such as irrigation) for coping with changing weather patterns. Climate change impacts 
can set back progress on women’s rights and undermine development prospects – 
hence the urgency of building both women and men’s resilience in vulnerable 
communities. 
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Not enough is being done to support poor countries in adapting to climate change. In 
South Africa, farmers are planting faster-maturing crops to cope with unpredictable 
rainfall.11 In Bangladesh, villagers are creating floating vegetable gardens to protect 
their livelihoods from ruin by floods.12 In Viet Nam, communities are planting dense 
mangroves along the coast to diffuse the waves caused by tropical storms.13 But there 
are limits to what communities can achieve alone: they need national and international 
support, and rich countries now need to play their part. The world is set to experience 
much deeper climatic changes, and adaptation needs will increase significantly; the 
longer the rich countries stall, the harder and more costly it will be for everyone.14

“We need to learn how to adapt to the drier conditions; we need to grow more 
drought-tolerant crops; and we need training in how to speak up on these issues.”15

– Thandi Masuku, resident of Hluhluwe, South Africa 

To enable poor countries to adapt successfully, change needs to occur at many levels. 
Communities must be at the heart of efforts to build resilience, whether through 
improving economic choices, diversifying livelihoods, protecting eco-systems, or 
strengthening food and water security. Ministries must be able to integrate climate risk 
management into their overall planning and budgeting, and must also integrate 
adaptation into development-planning processes, restructure and strengthen 
institutions, and provide early-warning systems. In addition, they must ensure that 
climate risks are integrated into national and local disaster-risk reduction plans, so that 
they can tackle the underlying vulnerabilities that put communities at risk in the face 
of the increasing number of climate-related disasters.16  

Given rich countries’ historic role in causing climate change, they now have two clear 
obligations: to stop harming, by cutting their greenhouse gas emissions hardest and 
fastest; and to start helping, by providing compensatory finance so that poor countries 
can adapt before they suffer the full impacts of climate change. 

Oxfam estimates that, across all developing countries, adaptation will cost at least 
$50bn per annum, and far more if global emissions are not cut rapidly enough. 
Likewise, the UNFCCC recently estimated that, by 2030, developing country 
adaptation will cost in the range of $28-67bn each year.17 Some of this may be met 
through private sector investment, but the vast share of it will have to be financed 
through public funds because it will be providing public goods, and assisting people 
who cannot and should not be expected to pay for the extra costs that have been 
imposed upon them.  

Who should pay for the costs of adaptation? Oxfam’s Adaptation Financing Index 
(AFI)18 calculates shares based on the principles of responsibility and capability set out 
in the UNFCCC. Taking account of population size, the AFI measures responsibility 
based on a country’s excessive CO2 emissions per person since 1992, and measures 
capability based on each country’s current score in the UNDP’s Human Development 
Index. According to the AFI, of the 28 countries both responsible for, and capable of, 
financing adaptation in developing countries:  

• The USA and the EU should contribute over 75 per cent of the finance needed, 
with over 40 per cent coming from the USA, and over 30 per cent from EU 
members;   

• Within the EU, the top five contributors should be (in order): Germany, the UK, 
Italy, France, and Spain: together they account for over three-quarters of 
Europe’s share;   
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• Japan, Canada, Australia, and the Republic of Korea should together contribute a 
further 20 per cent of the finance, with Japan providing over half of that;   

• Almost all the countries in the index are also classified as Annex II countries by 
the UNFCCC i.e. those that have agreed to provide finance for the costs of 
adapting to climate change in developing countries.19  

The importance of new financing  
Rapid poverty reduction is essential to help poor and vulnerable communities improve 
their resilience both to natural climate variability and to the greater stresses of human-
induced climate change. Yet there is an appalling and longstanding deficit in 
international aid for development. 

In 2005, the G8 countries promised to increase annual aid levels by $50bn by the year 
2010.20 This finance would be a crucial step towards achieving the Millennium 
Development Goal (MDG) targets, which aim to halve poverty by 2015. But it is still 
only 0.36 per cent of rich countries’ incomes – just half of the 0.7 per cent target they 
signed up to in 1970. Importantly, it is also a target that does not account for the costs 
of climate change. Two years on, aid to poor countries is falling, not rising and, if 
current trends continue, Oxfam calculates that the G8 will miss their promised increase 
by a staggering $30bn. 21 This funding deficit would be a major concern even without 
climate change.22

On top of this deficit, climate change will make it harder to realise the MDGs because it 
threatens the prospects of reaching every one of them. As the Stern Review states, the 
scale of additional funding needed for adaptation ‘makes it still more important for 
developed countries to honour both their existing commitments to increase aid sharply 
and help the world’s poorest countries adapt to climate change.’23  

While adaptation finance will be spent most effectively if it is integrated into ongoing 
development processes, from national strategies to community plans, Oxfam believes 
that it must be accounted for separately from development assistance. Why? Because 
rich countries’ responsibility to finance developing country adaptation is additional to 
and distinct from their role in providing overseas development assistance (ODA).  

Adaptation finance must be additional, and not raised by re-branding or diverting ODA 
in order to pay for poor countries’ costs of adapting to climate change: that would be a 
severe distortion of aid commitments, and representatives from diverse countries 
recognise this.24 Financing adaptation must also be distinct from ODA because of the 
origin of the responsibility. The funding required is calculated on the basis of high-
polluting countries providing compensatory finance to those most vulnerable and 
affected by the impacts of climate change. For these reasons any financing mechanism 
must ensure a reliable flow of funds independent of ODA.   

‘Adaptation financing was always intended to be additional. ODA came into place 
from a different context, of addressing the problems of disparity between developed 
and developing countries. The context was not climate change and anyone talking 
about ODA addressing adaptation, I think, is way out of line.’25

– Tanzanian UNFCCC delegate  

‘ODA will never be enough even if the countries meet their ODA commitments, which 
they are not doing. What you need for adaptation will be in the billions of dollars.’26

– Brazilian UNFCCC delegate 

4     Financing adaptation: why the UN’s Bali Climate Conference must mandate the search for new 
funds, Oxfam Briefing Note, December 2007 

 



   

‘You cannot divert funds that are committed to achieve existing development targets 
such as preventing HIV and AIDS and fighting hunger. For the implementation of 
adaptation measures, innovative and additional means of funding are needed.’27

– Dutch UNFCCC delegate 

  

The yawning gap of injustice  
‘Existing adaptation efforts will not be sufficient to cope with increasing vulnerability 
to climate change.’28

– President Ludwig Scotty of the Republic of Nauru 

In the year that the Intergovernmental Panel on Climate Change (IPCC) issued its 
direst warnings to date of the impacts of climate change on vulnerable developing 
countries, the rich and high-polluting countries increased their contribution to the 
Least Developed Countries Fund (LDCF) for urgent adaptation needs by a mere $43m. 
This is in contrast to the rhetoric of rich country leaders, who have stated that climate 
change is the world’s biggest challenge facing the poor.  

The stark reality is that, while a few rich countries have begun integrating climate 
adaptation into their bilateral aid programmes, they have collectively contributed only 
a fraction of what is needed to the two international funds currently in operation to 
support developing countries: the Least Developed Country Fund (LDCF) and the 
Special Climate Change Fund (SCCF) (see Table 1).   

Table 1: Contributions to the LCDF and SCCF, as of 30 September 2007 

  
Least Developed Countries Fund 
(LDCF), $m 

Special Climate Change Fund 
(SCCF), $m 

Country Pledged Received Pledged Received 
Australia  6.7 0.0 0.0 0.0 
Canada  6.5 6.5 5.2 5.2 
Denmark  19.6 8.2 3.3 3.3 
Finland  3.7 3.7 1.6 1.6 
France  15.0 4.5 0.0 0.0 
Germany  54.8 19.5 6.7 3.9 
Ireland  4.6 4.6 0.6 0.6 
Italy  1.0 1.0 5.0 0.0 
Japan  0.25 0.25 0.0 0.0 
Luxembourg  4.1 2.1 0.0 0.0 
Netherlands  16.1 6.6 3.1 3.1 
New Zealand  2.5 2.5 0.0 0.0 
Norway  4.5 4.5 5.4 5.4 
Portugal  0.06 0.06 1.3 1.3 
Spain  1.0 1.0 1.3 1.3 
Sweden  0.9 0.9 3.3 3.3 
Switzerland  1.4 1.4 1.5 1.5 
UK  20.3 0.0 18.6 18.6 
Total 163.3 67.3 57.1 49.3 

Source: GEF. Only contributions to the Programme for Adaptation are counted under the 
SCCF. Numbers may not sum to total due to rounding. 

The LDC Fund was set up to finance the most urgent and immediate adaptation needs 
in the 49 least developed countries, many of which are home to extremely climate-
vulnerable communities living in poverty. Based on the proposed National Adaptation 
Programmes of Action to date, Oxfam estimates that meeting the most urgent and 
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immediate needs of all LDCs will cost at least $1-2bn. But the response from rich 
country governments has been anything but urgent: 

• Total pledges to date to the LDCF – $163m – are less than what Canadians spent 
on hair conditioner last year.29  

• The funds received by the LDCF – $67m – are less than what people in the USA 
spend on suntan lotion each month.30  

• Japan recently made its first pledge, of $250,000, to the LDCF. Japanese shoppers 
spend ten times this amount every day buying air freshener.31 

• The United States, responsible for over 40 per cent of adaptation costs, based on 
Oxfam’s Adaptation Financing Index, has not yet contributed any finance to either 
of the funds. 

In contrast, many rich country governments are already investing heavily in their own 
climate adaptation needs, because they are well aware that taking action now will 
reduce future economic, social, and security costs. Budgets for individual projects at 
home massively outstrip rich countries’ total contribution to international adaptation 
funds:  

• Australia is investing at home to build national resilience to climate impacts, 
through the $2.8bn (A$3bn) Natural Heritage Trust, the $1.3bn (A$1.4bn) National 
Action Plan for Salinity and Water Quality, and the $9bn (A$10bn) National Plan 
for Water Security.32 In contrast, Australia has pledged US$6.7m to the LDCF (and 
nothing to the SCCF): Australians spend this much money buying air-conditioners 
and desk fans in just two days.33 

• The Netherlands is investing at least $2.9bn in building new flood dykes at home, 
in anticipation of climate change impacts.34 In contrast, the Netherlands has so far 
pledged $19m to the LDCF and the SCCF combined: Dutch shoppers spend this 
much buying car stereos every two months.35  

• The UK is investing $373m (£178m) in cooling systems for the London 
Underground, in preparation for climate change,36 and the government is 
currently drawing up plans to invest $42bn (£20bn) in upgrading the Thames 
Flood Barrier to protect London from rising sea levels.37 The UK plans to provide 
some adaptation finance through its own Environmental Transformation Fund; 
and it is also the second biggest contributor to the LDCF and SCCF. But, in 
contrast to domestic adaptation plans, has pledged $39m (£20m). This is less than 
what UK consumers spend on bottled water every week.38  

‘The adaptation financing gap gives developing countries, and in particular the most 
vulnerable countries, the sense that the regime is only about mitigation, and that the 
adaptation part goes little further than rhetoric.’39

– Brazilian UNFCCC delegate 

‘The gap makes many of us say that there is no seriousness because if those are the sort 
of monies that we have in place now, then the urgency of the issue has not really hit 
home.’40

– Kenyan UNFCCC delegate 

Many rich country policy-makers point to the Adaptation Fund as the major future 
source of finance for developing-country adaptation, because its funding is based on a 
two per cent levy on emissions reduction generated through the Clean Development 
Mechanism (CDM), and so it is expected to raise far more than the LDCF and the 
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SCCF. Given the long-term importance of the Adaptation Fund, it is essential that its 
management is established on terms that are acceptable to developing countries, and 
that its funds are disbursed through mechanisms that are effective, efficient, and fair, 
ensuring that resources reach the countries and communities that need them most. 

Despite the promise of the Adaptation Fund, even the contribution of the CDM levy 
will fall far short of what is needed. The UNFCCC estimates that the two per cent levy 
on CDM projects will raise $80-300m each year for the Adaptation Fund between 2008 
and 2012. And, if the CDM continues post-2012, the levy could raise anywhere between 
$100m and $5bn a year by 2030, depending on the level of demand in the carbon 
market.41 While this will be a substantial advance on current finance, it is still far too 
little and far too late to meet the scale of finance needed. 

It is clear that additional sources of finance will be required. Rich countries should seek 
to raise resources from the private sector, particularly from economic sectors that are 
largely responsible for greenhouse-gas emissions. Possible innovative mechanisms for 
raising additional finance include: carbon taxes; a passenger levy on international air 
travel; revenue from carbon-allowance auctions; transaction levies within national and 
global carbon-trading schemes; increasing and extending the CDM levy to other Kyoto 
instruments; and redirecting distorting fossil-fuel subsidies. Each of these mechanisms 
could raise significant international funds for adaptation year on year and, by focusing 
on the most polluting industrial sectors, could also be compatible with broader 
national policy measures to cut greenhouse gas emissions.  

Some countries are beginning to explore possible new financing mechanisms. 
Germany, for example, plans to auction nine per cent of its carbon allowances in the 
second phase of the European Trading Scheme. This is expected to raise around €400m, 
of which around €120m will be dedicated to financing developing country 
adaptation.42 Other countries likewise need to explore and establish additional 
financing mechanisms within national or international initiatives, so that developing 
countries have the resources they desperately need to adapt. 

Recommendations  
Climate change is already forcing vulnerable communities in poor countries to adapt. 
Rich countries, which are primarily responsible for creating the problem, must show 
global leadership now by cutting their emissions fastest and hardest. But the future of 
poor women and men also depends on them taking urgent action on adaptation.  

At Bali: 

• Rich country delegates must demonstrate their commitments to poor countries 
in terms of adaptation by living up to their obligations as agreed under the 
United Nations Framework Convention on Climate Change (UNFCCC) and the 
Kyoto Protocol.43 This can be achieved through a ‘Bali Mandate’ ensuring that 
adaptation (including finance) is treated on a par with mitigation efforts in the 
post-2012 negotiating process. 

• Delegates must agree to a negotiating track that includes explicit discussion of 
potential and equitable complementary funding sources for the Adaptation 
Fund (beyond the Clean Development Mechanism levy). New finance should be 
agreed and deployed within the first commitment period, so that adequate 
funding is available for those who need it urgently. 
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• Delegates must achieve strong consensus on Adaptation Fund management 
that puts the poorest, most vulnerable communities and countries first. A 
strong consensus is one in which potential recipient countries are confident that 
the Adaptation Fund will deliver financing in a timely, efficient, and practical 
manner. The Adaptation Fund must follow best practice in the delivery of 
development finance and, where possible, deliver funding through long-term, 
predictable grants to support poor-country plans for adaptation. That funding 
should be directed towards the most vulnerable communities, through gender-
sensitive programmes. Given the Fund’s potential as a major channel of 
resources to build the capacity of many of the world’s poorest people, developing 
countries must have a strong say in ensuring its democratic and transparent 
management. So all options for its governance must be considered. 

 At Bali and beyond: 

• Rich countries must recognise that current international funding available to 
poor countries for adaptation is wholly inadequate and must resolve to 
address this. To date, funding pledged to the LDC Fund and the Special Climate 
Change Fund (SCCF) amounts to a mere $220m: less than 0.5 per cent of the 
minimum $50bn that Oxfam believes is needed per annum.44 Those at the top of 
Oxfam’s Adaptation Financing Index – the USA, the European Union, Japan, 
Canada, and Australia – should now lead the way in making this finance 
available. 

• Rich countries must provide this finance without diverting aid resources – 
overseas development assistance (ODA) – already promised. Development is 
essential to enable poor people to adapt successfully, but it is still hugely under-
funded. Donors must live up to the commitment of providing 0.7 per cent of 
GDP in order to achieve the MDGs and eradicate poverty. Adaptation finance is 
additional to this target and cannot be re-branded or diverted from aid 
commitments; it must also be reported systematically and transparently. In line 
with the ‘polluter pays’ principle, rich countries should seek to raise resources 
from the private sector, particularly from economic sectors that are largely 
responsible for greenhouse gas emissions. Adaptation finance is owed not as aid 
from rich countries to poor countries, but as compensatory finance from high-
emissions countries to those most vulnerable to the impacts of climate change.    

• All countries must invest in understanding both climate adaptation needs and 
responses, and the total aid/climate financing package. Unprecedented global 
and national efforts are needed to make resources available on the scale needed, 
to increase poor and vulnerable peoples’ adaptive capacities. This includes not 
only the fulfilment of long-standing aid promises, but also the heavy present and 
future burden of disaster response and climate mitigation. 
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UNFCCC delegate at Vienna, September 2007.  
41 UNFCCC (2007) ‘Report on the analysis of existing and potential investment flows’, op. cit.  
42 Hhttp://www.planetark.com/dailynewsstory.cfm/newsid/45084/story.htmH
43 Article 4.3 of the UNFCCC commits Annex II countries to ‘provide new and additional 
resources to meet the agreed full incremental cost of implementing measures…’ including 
‘preparing for the adaptation to climate change’. In addition, Article 4.4 states that Annex II 
countries ‘shall also assist the developing country Parties that are particularly vulnerable to the 
adverse effects of climate change in meeting costs of adaptation to those adverse effects.’  
44 The figure of $220m is sourced from Global Environmental Facility, as of September 2007. 
The figure of $50bn is sourced from the Oxfam briefing paper ‘Adapting to climate change’ 
(2007), op cit. 
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