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Executive Summary

Technology exists but financing is lacking. Climate solutions are ready to deploy, but only 30% of necessary green project

financing is available.

Finance structure creates debt traps. 73% of climate finance arrives as loans rather than grants, pushing vulnerable nations

deeper into debt.

-> Global North vs. South priority conflict. Global North prioritizes domestic renewable investments while Global South urgently
needs adaptation financing for disasters already happening.
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industries.

Create regional and local climate funding programs controlled by the communities they serve, not just national governments.
Require meaningful consultation with affected stakeholders before implementing any program that phases out fossil fuel

Make climate data freely accessible to all, with consistent measurement standards so successful projects can be replicated

and scaled worldwide.

The Issue

The world has the technology to fight climate change, but there is an implementation gap compounded by inadequate financial
mechanisms. The Intergovernmental Panel on Climate Change (IPCC) 2023 Synthesis Report revealed that policies lag behind
climate pledges, creating an "implementation gap" where actual emissions exceed nationally determined contributions.
Breakthrough solutions exist, but deployment falls dramatically short due to insufficient and misaligned financing.

The finance gap drives the technology gap.
Climate investments need to increase three to
six times by 2030, with the biggest shortfalls in
developing countries already burdened by debt,
poor credit ratings, and limited fiscal space. At
COP 29, Decision 1/CMA.6 established the New
Collective Quantified Goal (NCQG) on finance
which acknowledged structural barriers
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including "high costs of capital, limited fiscal
space, unsustainable debt levels, and high 1,000
transaction costs." Despite the $300 billion
NCQG target by 2035, only 30% of necessary
green project financing is currently available.
Public and private finance flows for fossil fuels
still exceed those for climate adaptation. This ---

creates a damaging cycle: without adequate L

financing, countries can't deploy clean o

technologies; without deployment, costs stay
high and progress stalls. The figure (Climate
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to meet NDCs, the NCQG 300 billion goal and
finance needed to meet Paris temperature targets.

Challenges to Closing the Implementation Gap

Three connected problems block climate progress

First, money reaches the wrong places in the wrong form. The Intergovernmental Panel on Climate Change (IPCC) 2023 report
found that low-emission technology adoption lags in developing countries "due in part to limited finance, technology
development and transfer, and capacity". Developing countries, who are disproportionately affected by climate disasters receive
insufficient funding, and 73% arrives as loans rather than grants, pushing vulnerable nations deeper into debt.

Second, the Global North and the Global South have conflicting priorities, but share long-term goals. The Global North has been
focused on domestic renewable energy investments, while the Global South needs to rapidly adapt to climate disasters that are
already happening.

Third, timelines are too slow. The IPCC documented that without strengthening policies, warming of 2.8-3.2°C is projected by
2100. International agreements use weak language and push targets further into the future. Current global financial flows


https://www.climatepolicyinitiative.org/leveraging-ndc-updates-to-bridge-the-climate-finance-gap/
https://www.climatepolicyinitiative.org/leveraging-ndc-updates-to-bridge-the-climate-finance-gap/

"constrain implementation of adaptation options, especially in developing countries.". Loss and damage costs will escalate, while
the Global North that is responsible for historical emissions decarbonize affordably and the Global South bears disproportionate
consequences without resources to adapt or transition.

COP30 Summary: Some progress, many challenges

COP30 concluded with the "Global Mutirdo" decision that reaffirmed the $300 billion New Collective Quantified Goal (NCQG)
from COP29. The decision established a target to triple adaptation finance by 2035 to $120 billion annually, and initiated the Loss
and Damage Fund's first disbursement round with $250 million in grants. However, these commitments fall dramatically short of
estimated need. The adaptation target covers less than one-third of United Nation Environment Programme (UNEP) estimated
$310 billion annual need, while the Loss and Damage Fund represents a sliver of the estimated $395-724 billion required
annually.

The conference revealed persistent tensions between panel discussions and formal outcomes. During the "Bridging the Climate
Finance Gap" panel, speakers from Global South countries emphasized that new financing "should be grant-based financing
rather than loans to avoid increasing national debt”. Panelists emphasized reaching net-zero emissions in the Global North
"without transferring the burden to the Global South." Yet, Paragraph 49 of the “Global Mutirdo” decision calls for grant-based
resources, but does not mandate them. Multilateral development banks (MDBs) continue delivering 73% of climate finance as
loans rather than grants. Reports by the Climate Policy Initiative, United Nations Framework Convention on Climate Change, and
International Energy Agency reveal only 30% of necessary green project financing is currently available, leaving a 70% gap
unaddressed. Panels revealed systemic barriers perpetuating this 70% gap. Speakers on the “Unlocking Finance in Africa” event,
documented that eligibility barriers prevent many vulnerable communities from accessing existing funds, and illicit financial
flows result in approximately $88 billion lost annually.

The "All Inclusive Pathways for the Global South" panel identified three adaptation gap drivers: finance, data, and
implementation. Panelists called for a "knowledge revolution" and proposed making climate data a public good with
standardized metrics, highlighting that financial commitments require complementary solutions to be effective.

COP30 prioritized implementing existing commitments over new financial ambition. Rather than immediately clarifying
developed countries' public finance obligations, Paragraphs 54-55 established a two-year work programme. The fundamental gap
between climate finance needs and available resources remains unaddressed.

Policy Recommendations

1) Establish Sub-National Climate Funds with Risk-Pooling and Parametric Insurance Mechanism
Create sub-national climate funds that allow municipalities to pool resources and share climate risks. When a drought, flood,
or extreme weather event occurs in one area, the pooled fund delivers rapid financial support without exhausting local
budgets. Parametric insurance triggers automatic payouts based on predefined climate thresholds, replenishing the fund
and ensuring long-term stability. Providing regional and municipal governments with direct access to these funds ensures
resources flow quickly to vulnerable communities rather than remaining bottlenecked at the national level.

2) Adopt a Blended Finance Framework for Fossil Fuel Transitions
Implement a blended finance model that aligns funding sources with project needs. Grants should support non-revenue
programs—such as worker retraining, economic diversification, and community resilience—while green bonds finance
revenue-generating renewable energy and resilient infrastructure. Require fossil fuel companies to contribute transition
capital proportional to their past operations, creating a dedicated funding stream that does not increase national debt.
Sub-national entities should oversee fund allocation, ensuring equity and accountability. Companies must meet employment
and resilience benchmarks, verified through social dialogue and regulatory review, before exiting operations.

3) Require Direct Digital Payment Disbursements for International Climate Funds
Direct the Green Climate Fund, Adaptation Fund, and Loss and Damage Fund to expand the use of digital cash-transfer
systems that send adaptation grants straight to vulnerable households. Mobile platforms such as M-Pesa and bKash can
distribute unconditional payments quickly and transparently, minimizing losses to intermediaries and illicit flows. Eligibility is
verified by household registration in climate-risk zones rather than burdensome project-level approvals. This approach
ensures funds reach frontline communities and builds scalable digital infrastructure for climate finance delivery across
developing regions.
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