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IntroductIon

Climate change is inherently global in nature; as a result, it will have wide-
ranging consequences for communities all around the world. Climate change 
seems to be an environmental issue at first glance but it has implications for 

all spheres of existence on our planet with its complex impacts on – or is impacted 
by – global issues, including economic development, poverty, population growth, 
sustainable development and resource management. Therefore alleviating climate 
change and providing climate-related aid to the most vulnerable countries are of 
great importance.

The aim of this paper is twofold. First, it elucidates the tendency of the bilateral 
climate-related aid allocation practice of the countries belonging to the Organisation 
for Economic Co-operation and Development’s Development Assistance Committee 
(OECD DAC countries), showing that there was a significant increase in the allocation 
over recent years. Second, it aims to highlight certain issues and problems regarding 
the outlined tendency and to point out that there is a worrisome trend: climate-related 
finance is crowding out other elements of development finance. This paper has a 
particular focus on the bilateral aid practice of the OECD DAC countries, because on 
the one hand, the bilateral aid flows can be better captured and quantified compared 
to multilateral aid practice or private funds. On the other hand, OECD DAC members 
represent the traditional group of donor countries whose aid allocation practices 
are well-documented via the databases of the OECD and who tend to use common 
principles and guidelines in their bilateral aid allocation.

The policy relevance of this issue is rather straightforward; developed countries 
have expressed a preference for developing programmes that look at development 
through an environmental and climate change lens, for example as reflected in the 
Paris Agreement or in the ambitious UN Sustainable Development Goals (SDG), 
where sustainability of environmental capital features strongly. The international 
community has clearly adopted targets on eradicating extreme poverty with long-
term sustainability in mind, including in an environmental sense. Hence, the thesis 
of this paper is that even though the development community has long recognised 
the importance of financing climate-related projects, and has showed some degree 
of commitment towards this issue, the climate-related aid apparatus is still elusive 
and ill-functioning.

One of the main findings of this paper is that climate finance aid practice is 
becoming central in official development allocation practice, yet the climate finance 
regime is still just in the tentative planning stage. Donors tend to take advantage 
of the ‘elusive back door’ which is inherent in the ill-defined methodologies and 
terminologies; hence climate-related finance might crowd out other elements of 
development finance.
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The layout of this paper is the following: the next section defines the terms used 
throughout this paper with the aim of establishing conceptual clarity. Then this 
study presents a brief summary of the ongoing negotiations and treaties towards 
reaching a global climate agreement. The aim of this section is to introduce the most 
influential international treaties and conventions that all shaped the climate finance 
practice of the international community. The following chapter demonstrates the 
tendencies of the bilateral climate-related Official Development Assistance (ODA) 
and shows that climate-related ODA has significantly increased over the last few 
years. The fifth section identifies four main issues which all warn us to accept the 
bilateral climate-related ODA trends with some reservations. Finally, the author 
provides brief policy recommendations.

defInIng terms

First, to begin with, it is crucial to give detailed and accurate definitions of the 
terms used throughout this paper. The following terms will be explained: 
climate finance, mitigation, adaptation, as well as climate-related official 

development assistance.
While a number of internationally agreed documents and treaties use the terms 

climate finance, it still remains unclear what this actually means. In its broadest 
interpretation provided by the United Nations Framework Convention on Climate 
Change (UNFCCC),1 “climate finance refers to local, national or transnational 
financing – drawn from public, private and alternative sources of financing – that 
seeks to support mitigation and adaptation actions that will address climate change”.

In order to acquire further understanding of the definition, defining and 
differentiating between the terms ‘mitigation’ and ‘adaptation’ are crucial. An activity 
is classified as climate-change mitigation related “if it contributes to the objective 
of stabilisation of greenhouse gas (GHG) concentrations in the atmosphere at a 
level that would prevent dangerous anthropogenic interference with the climate 
system by promoting efforts to reduce or limit GHG emissions or to enhance GHG 
sequestration”.2 On the other hand, according to the definition of climate change 
adaptation, “an activity should be classified as adaptation-related if it intends to 
reduce the vulnerability of human or natural systems to the impacts of climate 
change and climate-related risks, by maintaining or increasing adaptive capacity and 
resilience”.3 To put it more simply: mitigation refers to efforts to reduce or prevent 
emission of greenhouse gases in a narrow sense, while adaptation with its broader 
meaning can encompass a range of activities such as information and knowledge 
generation, capacity development and planning, and the implementation of climate 
change adaptation actions.
1 UNFCCC, 2016 a.
2 OECD, 2011.
3 Ibid.
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The focus of this paper is on the aid allocation practice of the OECD DAC4 
countries, hence it is essential to capture the definition used by the OECD DAC 
members, namely the climate-related Official Development Assistance (ODA).5 
Since 1998, the DAC has defined aid targeting the objectives of the Rio Conventions 
as climate-related ODA, and has monitored it through its Creditor Reporting System 
(CRS) using the so-called ‘Rio markers’. The Rio markers indicate donors’ policy 
objectives in relation to each activity, where every development cooperation activity 
should be marked as either targeting the Conventions as a ‘principal’ objective or 
a ‘significant’ objective, or not targeting the objective.6 According to the official 
definition, “activities marked as having a principal climate objective would not have 
been funded but for that objective; activities marked significant have other prime 
objectives but have been formulated or adjusted to help meet climate change 
concerns”.7 Since 2009, the DAC introduced a new marker to also track aid in support 
of climate change adaptation aimed at the presentation of a more complete picture 
of climate change-related aid.

A BrIef summAry of negotIAtIons

towArds A gloBAl clImAte Agreement

In the last three decades particular attention has been paid to avoiding the most 
immediate impacts of climate change. More and more political leaders and 
nations have recognised the importance of the issue and hence many have 

showed a strong commitment to alleviate this problem. The aim of this section is 
to briefly introduce the most influential international treaties and conventions that 
directed the attention of many nations to the burning issue of climate change on the 
one hand and all shaped the climate finance practice of the international community 
on the other. (Annex 1 provides a detailed description of the most dominant events, 
treaties, and conferences.) The section pays particular tribute to those highly 
influential events which contributed to the creation of the existing climate finance 
regime, namely, to the UNFCCC, to the Kyoto Protocol (1997) and to the Paris 
Agreement (2015) while also presenting selected meetings of the Conference of 

4 The Development Assistance Committee (DAC) of the Organisation for Economic Cooperation 
and Development (OECD) was formed in 1960 by the leading donor governments. The DAC 
currently has 29 members, find the full list of members here: OECD, 2016.

5 Grants or loans to countries and territories on the DAC list of ODA recipients and to multilateral 
agencies that are undertaken by the official sector at concessional terms (i.e. with a grant 
element of at least 25 per cent) and that have the promotion of the economic development and 
welfare of developing countries as their main objective. In addition to financial flows, technical 
co-operation is included in ODA.

6 OECD, 2015 a.
7 Ibid.
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the Parties (COP). These treaties are explained in detail because they provide the 
most basic conventional frameworks and guidelines for countries offering climate 
finance.

To begin with, the three Rio Conventions8 derive directly from the Earth Summit 
held in Rio de Janeiro in 1992.9 Although each of the three conventions represent a 
way of contributing to the sustainable development goals, yet from the perspective 
of climate finance it is important to highlight the role of the UNFCCC. The Convention 
clearly puts that Parties with more resources should provide financial resources to 
those less endowed and more vulnerable, and states that

The developed country Parties and other developed Parties… shall take all 
practicable steps to promote, facilitate and finance, as appropriate, the transfer of, 
or access to, environmentally sound technologies and knowhow to other Parties, 
particularly developing country Parties, to enable them to implement the provisions 
of the Convention.10

To facilitate this aim, the Convention under its Article 11 established a Financial 
Mechanism to provide funds to developing country Parties. The so-called Global 
Environment Facility (GEF) was introduced in order to support the operation of the 
Financial Mechanism.

The UNFCCC sets out not just a framework but also a process for agreeing to 
specific actions over time. Ever since the representatives of those nations which 
have ratified the UNFCCC – also known as the Parties to the Convention – have 
met annually as the Conference of the Parties with the aim of taking stock of their 
progress, monitoring the implementation of their obligations, and – most importantly – 
identifying further actions on how best to tackle climate change. Currently, there are 
197 Parties to the Convention.

The UNFCCC was indeed very influential, yet the treaty fails to set binding limits 
on greenhouse gas emissions and fails to impose any enforcement mechanisms. 
Hence, the international community launched negotiations to legally strengthen 
their agreement and, in 1997, adopted the Kyoto Protocol. The Kyoto Protocol11 

  8 UNFCCC is the abbreviation of United Nations Framework Convention on Climate Change; CBD 
is for Convention on Biological Diversity, and UNCCD is the abbreviation of United Nations 
Convention to Combat Desertification.

  9 It was not until the early 1990s that significant and concerted international efforts were taken 
to address the issue of climate change. Although it is outside the remit of this study to assess 
the reasons why international climate negotiations have often stalled, problems such as scien-
tific uncertainty and the deep ideological divides between developed and developing countries 
have hindered such efforts in the past.

10 UNFCCC,1992. Article 4/5.
11 Many expressed almost universal criticism of the accord and claimed that the treaty is 

economically inefficient, unobjective and inequitable. The use of 1990 as a base year as well as 
not specifying who should pay and how much gives advantage to certain countries relative to 
others. For example, the reunification of Germany led to the elimination (for economic reasons) 
of a lot of dirty, polluting industry in what was formerly East Germany. Therefore, the use of per 
capita emissions as a basis could have reduced the sense of inequality by revealing activities 
and responsibilities among countries more clearly.



T-2016/6

 Bilateral Climate-Related ODA 7

legally binds developed countries to reduce current emissions and clearly puts that 
developed countries are historically responsible for the current greenhouse gas 
(GHG) levels.

The Kyoto Protocol places particular emphasis on the importance of ‘new and 
additional’ climate finance while also stressing the importance of the Financial 
Mechanism to fund activities by developing country Parties under its Article 11. The 
Protocol states:

…the developed country Parties and other developed Parties included… shall 
provide new and additional financial resources to meet the agreed full costs 
incurred by developing country Parties in advancing the implementation of existing 
commitments… and provide such financial resources, including for the transfer 
of technology, needed by the developing country Parties to meet the agreed full 
incremental costs of advancing the implementation12

The Kyoto Protocol also stresses the importance of the Financial Mechanism 
to fund activities by developing country Parties under its Article 11 and it also 
provides guidance to the GEF. Within the framework of the Protocol, the Parties 
have established four special additional funds: the Special Climate Change Fund 
(SCCF), the Least Developed Countries Fund (LDCF) (both managed by the GEF), 
the Green Climate Fund (GCF) under the Convention, and the Adaptation Fund (AF).

Since 2005, the aim of the meetings of the Conference of the Parties is also to 
review the implementation of the Kyoto Protocol. The Protocol identified two periods 
for actions: the first commitment period of the Protocol started in 2008 and ended 
in 2012, whilst the second one began on 1 January 2013 and will end in 2020. The 
second, running commitment period was agreed on in 2012, known as the Doha 
Amendment to the Protocol.

At COP 16, on 11 December 2010 in Cancun, Mexico, the Parties agreed upon 
the establishment of the Standing Committee on Finance (SCF) with the aim of 
assisting the COP in exercising its functions in relation to the Financial Mechanism 
of the Convention. The main task of the Standing Committee on Finance is to 
improve coherence and coordination in the delivery of climate change financing, 
to rationalise the Financial Mechanism, to mobilise financial resources, and to 
measure, report, and verify support provided to developing country Parties.

A year later, in 2011 at COP 17, in Durban, the Parties further defined the roles 
and functions of the SCF, as well as the composition and working modalities. In 
addition to this, the Parties decided to designate the Green Climate Fund as an 
operating entity of the Financial Mechanism of the Convention, in accordance with 
Article 11 of the Convention.

The Parties also engaged themselves towards the so-called long-term climate 
finance which was first launched at COP 17. The work programme was extended 
and detailed at COP 18 in Doha and finished at COP 19 in Warsaw. At COP 19, the 
Parties agreed upon the acceptance of a series of activities on long-term climate 
finance for the period 2014–2020. As a result, developed country Parties have an 
12 United Nations, 1998. Article 11.
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obligation to submit a report on their strategies and approaches for scaling up 
climate finance from 2014 to 2020 on a biennial basis. In addition to this, the Parties 
engaged themselves towards in-session workshops to facilitate deliberations on 
long-term climate finance and towards biennial high-level ministerial dialogues on 
climate finance starting in 2014.

Within the framework of the yearly UNFCCC Climate Change Conferences, 
negotiations were held on measures to be taken in order to successfully complete 
the targets by the end of the second commitment period in 2020. As a result, 
the international community held the COP 21 conference which was ended with 
the adoption of the Paris Agreement. The central aim of the Paris Agreement is 
to strengthen the response to the threat of climate change by keeping a global 
temperature rise ‘well below’ 2 degrees Celsius above the pre-industrial levels and 
to pursue efforts to limit it to 1.5 degrees Celsius if possible.13 Additionally, the aim 
of the agreement is to peak greenhouse gas emissions and to achieve a balance 
between sources and sinks of greenhouse gases in the second half of this century. 
Within the framework of the Paris Agreement – which was signed on 22 April 2016 
by 177 signatories – the countries expressed their commitment to devote 100 billion 
dollars a year in climate finance for developing countries by 2020. Finally, the Paris 
Agreement requires all Parties to hold meetings every 5 years in order to assess the 
collective progress towards achieving the purpose of the agreement and to agree 
upon further actions to undertake.

The Paris Agreement has several important implications for climate finance. 
Its Article 9 puts that developed country Parties shall provide financial resources 
with respect to both mitigation and adaptation and thereby continue their existing 
obligations under the Convention. Developed country Parties should also mobilise 
climate finance from a wide variety of sources, instruments, and channels and pay 
particular attention to supporting country-driven strategies. It is stressed throughout 
the Agreement that such mobilisation of climate finance should be a progression 
beyond previous efforts.

Furthermore, developed country Parties shall biennially communicate indicative 
quantitative and qualitative information with regard to the levels of public financial 
resources to be provided to developing countries. At COP 21, it was also decided that 
the Financial Mechanism of the Convention, along with its operating entities and 
the Standing Committee on Finance, will keep serving as the financial mechanism 
of this Agreement. The countries also agreed that they will continue the existing 
collective mobilisation goal through 2025, and just before the 2025 Conference of 
the Parties, the Paris Agreement should set a new collective quantified goal taking 
into account the lessons learned, the needs and priorities of developing countries.

Undoubtedly, the Paris Agreement is the most detailed and compelling accord in 
terms of clarifying climate finance, hence many see this Agreement as the last resort 
of multilateralism and a desperate attempt to force the international community to 
reply to a global problem at a global level. Yet, one major drawback of the multilateral 
13 UNFCCC, 2015 a.
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system is that most of the goals are defined in general terms and hence they are 
open to interpretation on the one hand, and decision-making is a painfully drawn-
out process on the other. UN Secretary General Ban Ki-Moon also argued that “the 
negotiation pace is too slow, far too slow”.14

Even though the multilateral agreements indeed have a general tone, these 
agreements and accords highly influenced the climate finance regime as a whole 
and the climate finance aid practice of individual countries. Overall, through the 
evolution of the climate finance regime outlined above it is apparent that – compared 
to the oftentimes hollow, lofty promises made in the early 1990s – the treaties have 
become more specific and increasingly practice-oriented over time.

This section elucidated how international treaties evolved over time and 
addressed obligations on developed countries to alleviating climate change. The 
next section will focus on the practice and the tendencies of climate finance flows.

trends of the BIlAterAl clImAte-relAted odA 

ProvIded By the oecd dAc countrIes

This section will concentrate on the aid allocation practice of the OECD DAC 
countries with the aim of answering the questions of how aid was spent, and 
what proportion was directed towards climate-related activities.

One of the aims of the aid allocation practice of the OECD DAC countries is to 
support developing countries in their transition to a low-carbon, climate-resilient, 
and sustainable development pathway. The form of such support can be technical 
assistance on the one hand with the aim of strengthening environments and building 
capacity in developing countries, and through direct financial support aimed at 
adaptation and mitigation activities on the other.

First, the current situation will be presented based on the latest available data. 
In 2013, the total bilateral and multilateral climate-related external development 
finance provided by the OECD DAC countries reached 39.7 billion dollars.15 Climate-
related development finance recorded in 2013 is outlined in Figure 1.

14 United Nations, 2015.
15 OECD, 2015 b.
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Figure 116

Climate-Related Development Finance in 2013 (billion dollars)

The figure shows that approximately 25 billion dollars’ worth of development 
finance was provided through bilateral channels whilst 15 billion dollars were 
allocated through multilateral institutions to ODA-eligible developing countries 
in 2013. 62 per cent (24.6 billion dollars) of the total climate-related finance data 
recorded in DAC Statistics addresses mitigation only and 25 per cent (10 billion 
dollars) goes to adaptation while only 13 per cent (5.1 billion dollars) is devoted to 
both adaptation and mitigation.

Figure 2 below demonstrates that bilateral development finance compared to 
multilateral finance tends to target climate change adaptation objectives more. 
Based on the findings of the ODA DAC report,17 68 per cent of the bilateral ODA 
portfolio adaptation projects are reported as significant which have a particular 
focus on supporting climate-resilience projects. In comparison, most of the bilateral 
finance targeting climate change mitigation projects are marked as principal – more 
precisely 66 per cent of the total mitigation-related finance –, which reflects the 
primary focus on greenhouse gas (GHG) emission reductions.

Figure 218

Bilateral Climate-Related Flows in 2013

16 Source: Ibid.
17 Ibid.
18 Source: Ibid.
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Second, it is also crucial to capture the tendency of climate-related ODA practice 
over time. Over the last decade, the amount of the annual climate-related ODA has 
increased significantly. Figure 3 indicates well that while in 2003–2004, the OECD 
DAC members devoted less than 5 billion dollars to climate-related issues; in 2013–
2014 this number nearly reached 25 billion dollars.

Figure 319

Trend in Bilateral Climate-Related ODA (three-year annual averages)

There are two interesting remarks regarding the tendency illustrated by Figure 3. 
First, the share of the climate-related ODA in bilateral ODA has dramatically increased, 
which might be a sign that climate-related ODA is crowding out the development-
focused ODA. Second, the remarkable increase after 2007–2008 can be explained 
by merely changes in the applied methodology and terminologies. Hence, in the 
next section, with a touch of criticism, inherent issues and worrisome tendencies 
will be presented which warns us to accept the presented bilateral climate-related 
ODA trends with certain reservations.

ProBlems of the BIlAterAl clImAte-relAted
odA PrActIce

The aim of this section is to list those shortcomings which might undermine the 
reliability of the data outlined above. It identifies four main issues regarding 
the bilateral climate-related ODA tendencies. First, in order to prove that donor 

countries often take the advantage of the ‘elusive back door’ which is inherent in 

19 Source: Ibid.
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the ill-defined methodologies and terminologies, the differences between the report 
submitted to the OECD DAC about bilateral climate-related ODA, and the report 
submitted to the UNFCCC about the same activity will be elucidated. Second, given 
that the share of climate-related ODA in the overall ODA budget is increasing, we 
put forward the notion that there is a worrisome tendency: climate-related finance 
is crowding out other elements of development finance. Third, another possible 
explanation behind the different and seemingly arbitrary numbers reported by 
the OECD DAC countries can be found in the ill-defined terminologies. Finally, the 
limitation of the current methodology – with a special attention to the Rio markers – 
will be demonstrated upon which the bilateral climate-related reports of the OECD 
DAC countries are based.

Differences between the Reports

In order to prove the inaccuracy of the applied methodology of the OECD DAC 
report, this section pays attention to the differences between the report submitted 
to the OECD DAC about bilateral climate-related ODA and the report submitted to 

the UNFCCC about the same activity. For ease of understanding, we refer to those 
numbers which are based on the report of OECD DAC about bilateral climate-related 
ODA as the OECD DAC report and the numbers reported to the UNFCCC by OECD 
DAC countries about their bilateral climate finance activities as the UNFCCC report.

The OECD DAC report refers to the report about the bilateral aid flows provided 
by the OECD Development Assistance Committee. Their climate-related ODA relies 
on the donor governments’ report on Rio markers for climate change.

The UNFCCC report refers to the report which is supervised by the Standing 
Committee on Finance and submitted by the COP with respect to the measurement, 
reporting, and verification of the support provided to developing country Parties. On 
the request of the COP, the Standing Committee on Finance prepares a biennial 
assessment with the aim of providing an overview of climate finance flows. 
Developed country Parties were requested to submit their first biennial report (BR1) 
by 1 January 2014, whilst the second was submitted by 1 January 2016. The aim of 
the biennial reports is to outline progress in achieving emission reductions and the 
provision of financial, technological, and capacity-building support. The numbers 
reported in the first biennial report with a special focus on the bilateral climate 
finance activity of OECD DAC members will be presented below and will be labelled 
as the UNFCCC report.

Below, we attempt to reveal the relationship between the OECD DAC report and 
the UNFCCC report. It is challenging to compare the two reports given the different 
reporting systems and the differences in the basis of measurement. It is especially 
difficult to assess the differences given that the parties’ own climate finance reports 
are mixes of commitment and disbursement data with different methodologies. 
Very rough comparisons can, however, be made which could be informative enough 
to capture the relationship between the OECD DAC report and the UNFCCC report 
and to highlight the lack of methodological clarity.
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The OECD DAC report20 shows that bilateral climate finance provided by DAC 
members in 2014 reached 25 billion dollars on average, which is significantly higher 
than the 22-billion-dollar contribution which was provided in the UNFCCC report 
(see Figure 4). It is somewhat surprising though that in 2013 the OECD DAC report 
was approximately in accordance with the UNFCCC report. Yet, the year before, in 
2012, while according to the OECD DAC report, the contribution was around 22 billion 
dollars, in the UNFCCC report there were only 12 billion dollars marked as bilateral 
ODA climate finance in the same year.21 This result reflects how party reports 
are often based on their own methodology and at their own discretion. Based on 
this, many would claim that the OECD DAC report is more inclusive which could 
be explained by more loosely defined terms and methods. A report provided by 
the OECD in collaboration with the Climate Policy Initiative claims that when OECD 
DAC countries report to the UNFCCC on climate finance, they only include a certain 
share of climate-related development finance.22 The report puts that the volume of 
the financial contribution identified according to the Rio markers is adjusted; more 
precisely it is scaled down by using coefficients which differ across DAC countries. 
The shares can range among the members from 0 to 100 per cent, and there is no 
common reporting standard or any transparency regarding these practices.23

In order to prove or deny that this tendency is universally applied by all OECD 
DAC countries and that the OACD DAC report is more elusive, below we examine the 
numbers provided by individual countries.

Figure 424

Bilateral ODA Climate Finance vs. Bilateral Climate-Related ODA Commitments 
(billion dollars)

20 OECD, 2015 b.
21 OECD, 2015 a.
22 Ibid.
23 Ibid.
24 Source: OECD, 2015 a.
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Table 125

Country Reports of Bilateral Climate-Related ODA vs. Bilateral ODA Climate Finance 
in 2012 (million dollars)

Country OECD DAC Report
UNFCC

Bilateral ODA Climate 
Finance

Differences
(% in absolute value)*

Australia 621.2 217.19 65.04%
Austria 24.1 57.86 140.08%
Belgium 116.2 36.54 68.55%
Canada 568.6 435.56 23.40%
Denmark 362.6 136.78 62.28%
Finland 126.4 139.11 10.06%
France 3705.7 3538.52 4.51%
Germany 3491.7 2100.09 39.85%
Greece 0.4 0.61 52.50%
Iceland 7.6 9.71 27.76%
Ireland 90.8 42.76 52.91%
Italy 85.0 57.57 32.27%
Japan 6576.2 4093.90 37.75%
Luxembourg 24.8 48.49 95.52%
Netherlands 441.1 357.09 19.05%
New Zealand 19.2 37.16 93.54%
Norway 864.6 850.95 1.58%
Portugal 19.3 18.74 2.99%
Spain 210.7 264.37 25.47%
Sweden 586.9 449.60 23.39%
Switzerland 403.8 175.28 56.60%
United Kingdom 597.9 785.77 31.42%

Notes: The OECD DAC has 29 members, yet the Czech Republic, South Korea, Poland, the Slovak 
Republic, Slovenia, and the United States were left out because of the lack of available data. 
The European Union was left out because this study has a particular interest in the aid 
allocation practice of individual countries. Data from 2012 were the latest available ones in the 
first Biennial Report.

* Own calculation.

Table 1 and Diagram 1 show numbers provided by selected OECD DAC members 
regarding their bilateral climate finance practice for both the OECD DAC report and 
the UNFCCC report. Table 1 demonstrates that there are huge differences between 
the OECD DAC report and the UNFCCC report. The often arbitrary methods of 
counting aid as climate-related is further demonstrated by the fact that in the case 
of some countries the differences between the two reported numbers are more than 

25 Source: OECD, 2015 b; UNFCCC, 2014.
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140 per cent. It is especially interesting that the numbers of the OECD DAC report 
are not necessarily higher than the numbers of the UNFCC report; hence the OECD 
DAC report is not necessarily more inclusive and broader than the one submitted to 
the UNFCCC. In the cases of Austria, Finland, Luxembourg, New Zealand, or Spain, 
the amount of the bilateral ODA climate finance reported to OECD was higher than 
the amount of the bilateral climate-related ODA reported to the UNFCCC.

It is obvious though that in the cases of Austria, Luxembourg, and New Zealand 
the differences between the reported numbers are significant. For example, in 2012, 
Austria reported 24.1 million dollars for the OECD DAC while in the same year it 
reported 57.86 million dollars for the UNFCCC. Diagram 1 shows clearly that there 
are huge differences between the reported numbers in the case of almost every 
single country. For instance, the differences between the numbers provided by 
Norway and Portugal are the lowest; in the case of the former, in 2012 it reported 
864.6 million dollars for the OECD DAC while 850.95 million dollars for the UNFCCC.

Diagram 126

Bilateral ODA Climate Finance vs. Bilateral Climate-Related ODA Commitments
in 2012 (million dollars)

Albeit, the methodology required by the UNFCCC may differ from the one applied 
at the OECD, yet the huge differences between the numbers reported to one and to 
the others and the differences among country reports allow us to be suspicious 
26 Source: OECD, 2015 b; UNFCCC, 2014.
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that the countries apply the principles arbitrarily and report numbers according to 
their best interests.

Increasing Climate-Related Finance

Figure 3 presents well that the share of climate-related ODA in the overall ODA 
budget is increasing, which might show a worrisome tendency: climate-
related finance could be seen as crowding out other elements of development 

finance. Over the coming years, the international community will be confronted with 
the ambition to effectively support adequate progress on climate change on the one 
hand, while maintaining its efforts to achieve the Sustainable Development Goals 
on the other. There is a growing tension between developing countries’ needs and 
the limited donor resources. This tension is becoming a concern for developing 
countries worried about the risk of crowding out of some development programs. It 
was presented in the section which gave a brief summary of negotiations towards 
a global climate agreement that the international community agreed upon the 
importance of additional investments which are needed in developing countries to 
tackle climate change. It was also stressed many times that these resources are 
needed in addition to the present levels of ODA so as to complement rather than 
undermine the efforts and progress toward achieving other development objectives, 
such as poverty reduction. However, there are some worrisome pieces of evidence 
that this crowding out is already occurring. Albeit, development finance in total is 
rising, but most measures of development finance include climate-related ODA. Yet, 
according to Paul Steele “…the nonclimate portion of ODA has actually been rising 
much more slowly and aid for LDCs27 has been falling”.28

Given that OECD DAC members can freely judge whether the assistance provided 
contributes to climate-related issues or to other development-related issues, such 
as poverty alleviation, therefore they tend to interpret originally development-related 
ODA as climate-related ODA. As Figure 3 puts, while a decade ago, the climate-
related ODA was only 4 per cent of the total bilateral ODA, this share rose to 18 
per cent in 2013–2014. Hence, a higher and higher share of ODA will be devoted 
to climate-related objectives. The fear that climate-related finance is crowding out 
other elements of development finance may therefore seem reasonable.

Ill-Defined Terminologies

Another possible explanation behind the different and seemingly arbitrary 
numbers reported by the OECD DAC countries can be found in the ill-
defined terminologies. The Paris Agreement stresses the importance 

that “…mobilization of climate finance should represent a progression beyond 

27 Least Developed Countries.
28 Steele, 2015. 13. o.
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previous efforts”.29 Similar to this agreement, many previous treaties – such as 
the Copenhagen Accord (2009) – also articulate that ‘new and additional’ climate 
finance will be needed.

Yet, the lack of a common definition of what constitutes ‘new’ and ‘additional’ 
aid in discussions about ODA makes it highly difficult to distinguish between official 
climate finance and traditional ODA flows.

It raises concerns related to the potential of double-counting on the one hand 
and the different range of views on what counts as additional on the other, making 
it challenging to compare countries. OECD DAC members have expressed their own 
way of defining new and additional climate finance. Certain groups of countries30 
consider funding to the Global Environment Facility (GEF) as part of new climate-
related financial flow, whilst others31 count their flows to GEF as partially new 
and additional, and contrarily there are countries32 which do not consider their 
contribution to GEF as something new or an additional part of climate finance.

This is precisely the problem with the absence of a common definition on what 
counts as climate finance and with the arbitrary ways of categorising a project as 
targeting primarily climate issues or targeting development-related objectives (or 
both). There are several disputable points; for example, the members still have not 
come to a conclusion as to whether high-efficiency coal-fired power generation is 
part of the climate finance practice or that of the traditional development finance. 
Yet, one could argue that the merging of climate change and development agendas 
might be favourable in the sense that an integrated donor strategy can increase 
the efficiency of allocated aid. In fact, many international endeavours stress the 
importance of the merger, such as the Sustainable Development Goals, the 2030 
Agenda for Sustainable Development, or even the 2015 Addis Ababa Action Agenda 
which all link climate change objectives with development goals. There is no doubt 
that we cannot always completely distinguish the two, yet, as the practice of aid 
allocation has showed, it is highly important to precisely define what we mean by 
climate finance and development finance. The donor countries tend to take the 
advantage of the ‘elusive back door’ which is inherent in the ill-defined terminology. 
Hence, there is a real danger of more ODA finance being diverted and the tendency 
which was roughly illustrated by Figure 4, namely that bilateral climate-related ODA 
reported in OECD DAC report and the bilateral ODA climate finance as captured by 
UNFCCC will highly diverge.

29 UNFCCC, 2015 b. Article 9.
30 Australia, Belgium, Norway, Spain, Sweden, Switzerland, and the United States.
31 Canada, Finland, France, and the United Kingdom.
32 Denmark and Germany.
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The Limitation of the Current Methodology

The current methodology upon which the bilateral climate-related reports of the 
OECD DAC countries are based is highly disputable. This section concentrates on 
the methodology applied in the OECD DAC report and argues that the current ODA 
tracking system, the Rio markers has several limitations. First of all, the application 
of the Rio markers by donors was optional to use until recently, hence trends cannot 
be captured and meaningfully measured until 2013–2014.33 Moreover, reporting 
on the mitigation markers became mandatory in 2007, and the adaptation marker 
was introduced only in 2009/2010, thus data on earlier years is under-estimated. 
Hence, the international community did not distinguish between adaptation and 
mitigation prior to 2009, and we only have limited statistics from 2010 onwards.34 
Furthermore, reporting on climate change-related projects funded over many years 
could be misleading. According to the studies by Dennis Tirpak et al., members 
are not required to remove projects that were listed in one year but cancelled in 
subsequent years.35 Hence, the Rio markers mean a good first step toward creating 
a reliable, accountable, and transparent methodological framework for OECD DAC 
members, yet they are obviously still in a preliminary stage. Further efforts should 
be made to build up such a methodological system which is applicable in the long 
term and which is mandatory to use for each OECD DAC member.

PolIcy recommendAtIons

Compared to the bilateral Official Development Assistance (ODA) practice, climate 
finance provides less information on aid allocation tendencies, on specific projects, 
on disbursements, on instrumentality and financing terms, and on recipients and 

implementing channels. The issue is that while there are – relatively – longstanding 
statistical methodologies and definitions for reporting on ODA, no such methods have yet 
been developed for reporting on climate finance or climate-related ODA.36 This section 
attempts to articulate some policy recommendations which could possibly contribute to a 
more transparent and accountable climate finance regime for OECD DAC in the first place 
but also for the whole international community.

First, as for the methodology, further efforts should be made which enable better 
measuring, reporting, and verifying of climate finance flows. This will require an 
agreement regarding the methodology of counting and assessing the financial 
flows and the cooperation of all data producers and aggregators. Both the OECD 
DAC members along with the whole international community should jointly agree 
upon guidelines for reporting on climate finance. They also should invite a relevant 

33 Huhtala, Curto, and Ambrosi, 2010.
34 Brown, Bird, and Schalatek, 2010.
35 Tirpak, Ronquillo-Ballesteros, Stasio, and McGray, 2010.
36 Kharas, 2015.
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body to develop common reporting methods for needs and climate finance received 
in time with a consideration of developing countries’ experiences. Particular 
attention must be paid to the quality of data; therefore, countries should invite 
relevant data producers, collectors, aggregators, and experts from both developed 
and developing countries. This group of experts should develop such a common 
methodological framework within which they introduce formal data assessment 
processes and clarify the use of common definitions. This common, transparent, 
and accountable methodology will allow not just the OECD DAC members but also 
the whole international community to improve the comparability of their data.

Second, an operational definition of climate finance and an accurate definition 
of the additional climate finance should be introduced.

As for additionality, the original commitment by OECD DAC donors to reach 0.7 
per cent of gross national income for development finance should be preserved as 
a separate financial goal to meet development needs, while additional funds should 
be separated to deal with climate change and adaptation. A potential solution would 
be to refine the Rio markers to make them more exact and easier to substantiate 
and create monitoring and reporting standards for non-DAC donors in a manner 
consistent with methodologies adopted by OECD DAC. Consideration should also 
be given to the accounting of other non-ODA sources of finance (such as private, 
domestic, and South–South financial transfers). The context of ODA, however, has 
expanded from economic development and welfare to include a broader term of 
development such as environmental sustainability. Hence redefining ODA would 
make the monitoring of long-term trends extremely difficult and cause a considerable 
burden on the reporting institutions. Yet, in order to maximise the efficiency and the 
transparency, the internationally accepted definition should be renegotiated to take 
changes of the definition into account. As proved above, maintaining the current 
definition and current reporting system allows countries to take advantage of the 
‘elusive back door’ which is inherent in the ill-defined terminologies. Mitigation is 
often understood as targeting measurable GHG, which makes it easier to monitor 
progress and trends in both action and financing. On the other hand, finance 
targeting adaptation to climate change is closely intertwined with actions targeting 
other development objectives, thus finding ways to distinguish and track adaptation 
actions as additional to ODA will remain a challenge. Therefore, even if it is difficult 
for the international community to rearrange its current system based on new 
definition for ODA and climate finance, it is something which should be done for the 
sake of building up a transparent and efficient climate finance regime.

As long as there is no methodological accuracy and clarity in terminology, 
climate finance may crowd out some development programs. The risk of diverting 
financial aid for the adaptation to, and mitigation of, climate change at the expense 
of better health care, education, or poverty reduction would be a step backwards in 
helping them reach development goals. This is not to suggest that the international 
community should create standalone institutions and organisations charged with 
responsibility for climate change risk management. It is important to strengthen 
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existing systems of governance, and boost a very close cooperation between those 
responsible for the provision and management of public goods, food production, 
and water management. Fundamentally, the pervasive nature of climate change 
requires a behavioural shift and the mainstreaming of adaptation into development, 
and investment decision-making processes at all levels of society in the coming 
decades.

conclusIons

Climate change threatens global prosperity and development. Climate-related 
disasters will have an increasing impact on poverty, with more than 325 million 
poor people across 49 most affected countries becoming more vulnerable 

by 2030.37 Therefore, while poverty reduction should remain a priority target of 
aid allocation, in order to ensure a secure and sustainable future perspective, the 
international community should also place more emphasis on climate-related aid 
allocation. Given that climate finance and other elements of development finance 
are equally important and their effects intertwine with one another in practice, 
therefore, both forms of aid should remain of high priority. The developed countries 
should support the most vulnerable countries to find new paths to low-emission 
development, and paths to increase the resilience of people and economies to the 
impacts of climate change. Climate change is a paramount challenge for efforts to 
finance sustainable development.

It was proved throughout this paper that the climate finance aid practice is 
becoming central in official development allocation practice, and that developed 
countries have expressed a preference for developing programmes that look 
at development through an environmental and climate change lens. Yet, the 
climate-related aid apparatus is still elusive and ill-functioning. Donors tend to 
take the advantage of the ‘elusive back door’, which is inherent in the ill-defined 
methodologies and terminologies. Hence, there is a worrisome tendency that 
climate-related finance is crowding out other elements of development finance.

This paper identified some shortcomings of the bilateral climate-related official 
development assistance practice of the OECD DAC countries, such as the lack of 
accuracy in methodology or the ill-defined terminologies. Throughout the paper, 
the main assumption was that the climate finance regime is in its tentative stage 
and that is why there are some loosely defined guidelines. Yet, given that these rules 
and guidelines were mostly created by donor countries and by the most developed 
nations, the question is compelling: is this ill-defined climate finance regime a 
deliberate policy by donors through which they could more easily justify and show 
off their noble and right intentions to help the poor?

37 Shepherd, Mitchell, Lewis, Lenhardt, Jones, Scott, and Muir-Wood, 2013.
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Over the coming years, the international community will be confronted with 
the ambition to effectively support adequate progress on climate change, while 
maintaining its efforts to achieve the Sustainable Development Goals. Given 
the growing tension between developing countries’ needs and the limited donor 
resources, donor countries may deliberately adopt a loosely defined framework for 
their climate finance regime.

Annex I

A Brief Summary of Negotiations towards a Global Climate Agreement38

1979:  The First World Climate Conference (FWCC) is organised by WMO (World 
Meteorological Organization), UNEP (United Nations Environment 
Programme), FAO (Food and Agriculture Organisation), UNESCO (United 
Nations Educational, Scientific and Cultural Organization) and WHO (World 
Health Organization) with the aim of assessing the state of knowledge of 
climate and to consider the effects of climate variability and change on 
human society.

1988:  The Intergovernmental Panel on Climate Change (IPCC) is set up with a 
special focus on the science of climate change.

1990:  The IPCC and the Second World Climate Conference stress the importance 
of a global treaty on climate change, in consequence, the United Nations 
General Assembly starts negotiations on a framework convention.

1991:  First meeting of the Intergovernmental Negotiating Committee.
1992:  The UNFCCC, the Rio Conventions, the UN Convention on Biological Diversity, 

and the UN Convention to Combat Desertification are opened for signature.
1994:  The UNFCCC enters into force.
1995:  The first Conference of the Parties (COP 1) in Berlin.
1996:  The UNFCCC Secretariat is set up to support action under the Convention.
1997:  The Kyoto Protocol is formally adopted at COP3.
2001:  The Marrakesh Accords are adopted at COP7 which include the rules for 

the implementation of the Kyoto Protocol on the one hand, and set up new 
funding and instruments for adaptation on the other. The Accords also 
establish a technology transfer framework.

2005:  The Kyoto Protocol enters into force, and hence the first Meeting of the 
Parties to the Kyoto Protocol (MOP 1) is held in Montreal. The Parties launch 
negotiations on the next phase of the KP under the Ad Hoc Working Group 
on Further Commitments for Annex I Parties under the Kyoto Protocol (AWG-
KP). This is also known as the Nairobi Work Programme on Adaptation.

38 Source: UNFCCC, 2016 b.
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2007:  The IPCC’s Fourth Assessment Report is released and climate science 
enters into popular consciousness. At COP13, Parties agree on the Bali Road 
Map with the aim of agreeing upon the desirable post-2012 outcomes.

2009:  The Conference of the Parties (COP 15) takes note of the Copenhagen Accord 
which results in emissions reductions pledges or mitigation action pledges 
by countries, although all are non-binding. (Consequently, many interpret 
the Copenhagen conference as a failure of multilateral climate negotiation 
efforts.)

2010:  Cancun Agreements are accepted at COP16 within which countries make 
their emission reduction pledges official. (Many evaluate this agreement as 
the largest collective effort to reduce emissions in a mutually accountable 
way.)

2011:  At COP 17, the Durban Platform for Enhanced Action is accepted in which 
a new universal, legal agreement is set forth to deal with climate change 
beyond 2020.

2012:  The Doha Amendment to the Kyoto Protocol is adopted by the CMP at CMP8. 
The key points of the amendment are the following: new commitments for 
Annex I Parties to the Kyoto Protocol for the second commitment period from 
1 January 2013 to 31 December 2020; a revised list of greenhouse gases to 
be reported on by Parties in the second commitment period; amendments 
to the Kyoto Protocol in order to better achieve the goals over the second 
commitment period.

2013:  Key decisions adopted at COP19/CMP9 include decisions on further 
advancing the Durban Platform, the Green Climate Fund and Long-Term 
Finance, the Warsaw Framework for REDD Plus, and the Warsaw International 
Mechanism for Loss and Damage.

2014:  COP20 meeting in December in Lima, Peru.
2015:  COP21 or CMP11 in Paris, France, in December.
2016:  Signature of the Paris Agreement, held at the United Nations Headquarters 

in New York on 22 April, where 175 Parties (174 countries and the European 
Union) sign the Agreement, and 15 States deposit instruments of ratification.
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