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Presentation
T

he climate crisis is real. While internationally it has been
recognized that there is a historical or “climate debt”, of several
countries of the global north within the framework of common
but differentiated responsibilities, the negative impacts of climate
change transcend borders and do not discriminate between
most and less responsibles, affecting more unfairly to the least
developed countries.
Latin America and the Caribbean (LAC) is responsible for less than
10% of greenhouse gas (GHG) emissions, however, it is a region
highly vulnerable to the negative impacts of climate change, as it
is continuously affected by climatic extreme events that generate
damages and economic losses, putting at risk the food, water and
energy security of the entire region and are causing migrations of
various groups of people.
Although at the international level, within the framework of the
Paris Agreement, developed countries have committed to mobilize
USD 100 billion annually to support least developed countries to
mitigate climate change and adapt to its effects, that goal has not
been reached yet. LAC has not been benefiting the most from such
financing, which mainly reaches the region in the form of loans
that increase current debt levels, which, are currently very high
and limit the fiscal space to advance in the search for sustainable
development.
On the other hand, the convergence of crises in the last 2 years
has weakened the climate agenda, both regionally and globally,
which makes the economic, social, and environmental challenges
greater and negatively affect, mainly, the most vulnerable groups.
In this context, Latindadd raises in this report the current situation
of international climate finance in Latin America, the challenges,
recommendations and calls to the different regional and global
actors to implement more ambitious policies for a fairer, more
sustainable future and for the mobilization of mainly nonreimbursable from developed countries.
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ANALYSIS OF INTERNATIONAL CLIMATE FINANCE IN LATIN
AMERICA AND THE CARIBBEAN, FROM A CLIMATE AND
FINANCIAL JUSTICE APPROACH
1.

CURRENT CONTEXT

Latin America and the Caribbean (LAC) is a region with great natural and cultural
wealth, which has unfortunately faced serious structural problems linked to high levels
of poverty, unemployment, informality, insecurity, inequity, and high levels of debt. All
these problems have been exacerbated with the arrival of the health crisis and the
consequent economic crisis, to the detriment of the entire population, mainly the most
vulnerable groups. In addition, there is also a political crisis and a social upheaval in
several countries within the region, which makes the challenges greater when seeking
solutions to these multiple crises.
A brief outline regarding the main socioeconomic impacts derived from the current
health crisis, caused by Covid-19, is provided hereunder, followed by a description of
the climate crisis, mentioning its impacts and potential risks for the LAC region. The
latter will provide a general framework to subsequently analyze the challenges and
opportunities in terms of the current climate finance that is being mobilized to the
region, from a climate and financial justice approach.

1.1.			 EFFECTS OF THE HEALTH CRISIS IN THE REGION
The current health crisis began to affect the region at the beginning of 2020 and, to
date, nearly 28% of deaths from COVID-19 worldwide have been registred in LAC,
despite hosting only 8.4% of the planet’s population (United Nations, 2011)
Also, the current pandemic and the measures applied by governments to control the
spread of Covid-19 have generated multiple negative socio-economic effects for the
region. Some of these impacts are detailed here below (ECLAC, 2021):
•

In 2020, the fall in GDP in the LAC region was 7,7%, one of the worst economic
contractions in the developing world.

•

Investment was reduced by 20%.

•

More than 2,7 million companies closed, and the number of unemployed people
reached 44,1 million, with a disproportionate impact on women.

•

Poverty in the region increased, with 23,5 million additional people living in
poverty and 8 million in extreme poverty, which implies that ⅓ of Latin American
people are poor.

•

Regarding gender, the crisis could mean a regression of more than a decade
concerning the steps taken in regard to the scope of work; the same will happen
with progress linked to other sustainable development indicators in the region.

•

The need for liquidity to face the multiple crises has also significantly increased
the level of indebtedness in LAC, from 68,9% to 79,3% of GDP between 2019
and 2020 at a regional level, which could lead to a new debt crisis and have
a negative impact on the ability to repay debt service or to access to new
financing. The latter constitutes an important alert, given that the LAC region
is mainly composed of middle-income countries with many needs and few
options to access resources and aid programs for recovery, and to advance
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other agendas such as the 2030 and the Climate Agenda.
•

Latin America and the Caribbean is the most indebted region in the developing
world and the one with the highest external debt service compared to its
exports of goods and services (57%).

1.2.			 CLIMATE CHANGE IN LATIN AMERICA AND THE CARIBBEAN
Clearly, Latin America and the Caribbean are suffering the impacts of multiple crises
that have converged and increased the social and economic fragility, in a region
that is also highly vulnerable to climate change and which is suffering the negative
impacts derived from this global problem -despite being responsible for less than
10% of global emissions of polluting gases that produce this problem-. An example
of this is the increasingly frequent occurrence of extreme weather events, such as
hurricanes, droughts and storms, among others, which lead to disasters, affect the
population, generate large economic losses and put food, water and energy security at
risk, jeopardizng the survival of many species, including the human species.

1.2.1.

WHAT IS CLIMATE CHANGE?

Climate change is a global problem, caused by a rise of Greenhouse Gases (GHG) emissions,
such as carbon dioxide (CO2) and methane gas (CH4), among others, which have increased
the thickness of the atmosphere causing the solar rays to be retained, boosting the global
temperature of the planet by + 1 °C on average. These GHG emissions are mainly generated
by human activities, and there is a historical responsibility or “climate debt” of developed
countries, mainly due to two reasons: first, the high dependence of their development
models, based on burning fossil fuels to produce energy and second, the overexploitation
of natural resources that have led, among other things, to high levels of deforestation,
being China and the United States currently the main responsibles for generating GHG
emissions (UNEP, 2021), as shown in Figure 2.

Figure 1. Climate Change

Emisión de
contaminantes
(GEI: C O 2, C H4 )

Grosor de
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Retención
de rayos
solares
infrarrojos

Source: Own
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Figure 2. Main GHG emitters (2019)

Source: (UNEP, 2021)

Science has established a threshold of less than 10 years to make unprecedented
changes to the current development models, in order to control the global temperature
rise and reach 2 °C, or 1.5 °C until 2050 if possible, as well as to increase the level of
resilience while adapting to the adverse effects of climate change -as established
by the Paris Agreement, signed by 195 countries or “parties”. Within the framework of
this Agreement, countries committed to give a joint and coordinated response to the
current climate crisis, since the current trend could represent the sixth mass extinction
of species on earth (FORBES, 2020), including humans.
Within the framework of the Paris Agreement, important commitments have also
been made to ensure the mobilization of climate finance, mainly from developed to
developing countries (Article 9), recognizing that there are common but differentiated
responsibilities. In that context, there is an annual climate finance mobilization goal
of USD 100 billion, which could be increased based on decisions made by the involved
parties, during the negotiations towards the United Nations Conference on Climate
Change in 2021 (COP26). There is also a commitment to make financial flows consistent
with low-GHG and climate-resilient development (Article 2) (UNFCCC, 2015).

1.2.2. HOW DOES CLIMATE CHANGE AFFECT LATIN AMERICA AND THE
CARIBBEAN?
The 2018 ND-Gain Index, developed by the University of Notre-Dame, describes a
country’s vulnerability to climate change and other global challenges, in combination
with its willingness to improve its resilience. The calculation for 2018 reveals that Global
South countries are the most vulnerable to climate change and have the lowest level
of resilience to its adverse effects. Thus, within each country, vulnerable groups are
unfortunately always those who suffer the most from the negative impacts of climate
change and other crises, such as the current health and economic crises: families with
limited resources, women, children, the elderly, migrants, disabled people, indigenous
communities and Afro-descendant peoples, among others.
7

Figure 3. Map of Vulnerability to climate change - ND-Gain Index 2018

Source: (University of Notre-Dame, 2021)

As previously mentioned, although Latin America and the Caribbean (LAC) contribute
with less than 10% of global GHG emissions that cause climate change, the region
is particularly vulnerable to its negative effects and impacts, mainly due to its
geographical, socio-economic, and demographic characteristics (ECLAC, 2020), a
concern that represents a great asymmetry from a climate justice approach. The latter
is especially true given the increase in the occurrence of disasters caused by weather
events such as hurricanes, storms, droughts and floods, with serious effects on the
population, causing damages to infrastructure, very significant economic losses,
and putting food, water and energy security at risk (which is even more worrisome
considering that glacial melting is accelerating and that rainfall patterns are changing),
as well as the sustainability of the debt acquired by the countries of the region.
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2. CLIMATE FINANCE AND GLOBAL FINANCIAL ARCHITECTURE
Although there is no universally agreed definition of climate finance in the world, the
Standing Committee on Finance of the United Nations Framework Convention on
Climate Change (UNFCCC) indicates that it “seeks to reduce emissions and enhance
sinks of greenhouse gases (mitigation) and reduce vulnerability and maintain and
increase the resilience (adaptation) of human and ecological systems towards the
negative effects of climate change” (Standing Committee on Finance, 2014).
In that understanding, climate finance may come from public and/or private, national
or international sources, and should be focused on actions related to mitigation and/or
adaptation to climate change.
Accordingly, a global climate financial architecture has been established, through
which resources are channeled from developed countries to developing countries, in
compliance with the provisions of the Paris Agreement. The following diagram (Figure
4) shows how this architecture works, highlighting the main funder countries, as well
as the instances and mechanisms -both, within the UNFCCC and outside of it- which
may be important to channel finance from the international public sphere and, it also
shows the flows channeled from the private sector -which plays a very important role,
both nationally and internationally:
Figure 4. Global Financial Architecture to fight Climate Change

Source: (ODI, Böll Foundation, 2021)
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As shown in Figure 4, the main funding countries in the international public sphere are:
Australia, Canada, the European Union, France, Spain, the United Kingdom, Germany,
Japan, Norway, the United States and Denmark. These countries mobilize public
resources to developing countries, through bilateral and multilateral cooperation
bodies.
At the multilateral level, since 1992 the governing body on climate change is the United
Nations Framework Convention on Climate Change (UNFCCC), in which 197 countries
or “parties” participate. The UNFCCC has created two types of mechanisms: a) carbon
markets; and b) non-market mechanisms, which are mainly composed by the following
climate funds: i) the Green Climate Fund (GCF); the Adaptation Fund (AF) and the Global
Environment Facility (GEF), which also channels resources through other smaller funds
such as the Least Developed Countries Fund (LDCF) and the Special Climate Change
Fund (SCCF) (ODI, Böll Foundation, 2021).
Additionally, there are other mechanisms that are channeled through multilateral
bodies such as the United Nations agencies (UNDP, FAO and UNEP) -through the UNREDD program, for example, which is focused on forests- and Multilateral Development
Banks, such as the World Bank, the Inter-American Development Bank (IDB) and others
that have also created important climate mechanisms and funds, for example, the
Climate Investment Funds (CIF) (ODI, Böll Foundation, 2021). These institutions have
also established percentages of their portfolio that should be assigned to address
climate change, for example, the World Bank presented a commitment to stop funding
oil and gas exploration and production (World Bank, 2017).
Some important climate funds have also been created at the national level, such as
the Amazon Fund of Brazil, which channels donations from both the public and private
sectors, towards projects related to the Amazon’s conservation, through the Brazilian
Economic and Social Development Bank (BNDES).
A worrying fact indicates that climate finance is not reaching the most vulnerable
populations, since most of the climate-vulnerable countries received less than $ 20 per
person per year, as regards to funding adaptation to climate change between 2010 and
2017 (Alcayna, 2020). In the case of the Green Climate Fund (GCF), as of November 2020
it was estimated that 36% of the GCF adaptation portfolio reached the least developed
countries (LDCs), small island developing states (SIDS) and African States (Hardaway,
2021). Although this is a good start to help countries affected by climate change, it is
still insufficient, since the GCF itself set a goal stating that 50% of its portfolio should
be made up of adaptation projects, to support those vulnerable countries.

2.1.			 LOSS AND DAMAGE: A PENDING ISSUE
As part of the international negotiations within the framework of the UNFCCC, the
Global South countries have been demanding the creation of a financial mechanism
that covers the losses and damages caused by climate change in their territories, which
is of course, in line with the historical debt of developed countries as they are the main
responsibles for the GHG emissions that cause climate change. In that context, the
Warsaw International Mechanism for Loss and Damage was created in 2013 at COP19 in
Poland, however, it has not made great progress. Its objectives included: a) To improve
knowledge and understanding of comprehensive risk management approaches to
deal with loss and damage related to the adverse effects of climate change, including
gradual repercussions; b) Strengthen dialogue, coordination, coherence and synergies
among relevant stakeholders; c) Intensify measures and support, also with regards to
10

finance, technology and capacity-building, to address loss and damage related to the
adverse effects of climate change (UNFCCC, 2015).
Up to date, an Executive Committee and a working plan have been established, and
the mechanism has been recognized at COP20, however this has not resulted in the
creation of a fund or financial mechanism that would allow to ideally channel any
resources in addition to the USD 100 billion per year which were already committed by
developed countries to cover losses and damages in countries that are vulnerable to
climate change, and it has not resulted either in an instrument any different from the
current mechanisms that focus on adaptation, such as, the Adaptation Fund (which
has a more preventive nature). In that sense, the request of the Global South countries
has not been fully heard and the implementation of the mechanism is progressing
very slowly with no concrete answers, especially when it comes to providing finance,
technology, and capacity building to face the losses and damages related to the
adverse effects of climate change to the poorest islands and countries.
This is a pending issue of great urgency for the countries of the Global South, which,
in addition to seeking finance to mitigate and adapt to climate change, must cover
millionaire losses derived from extreme weather events, such as hurricanes, heat
waves and floods, as well as the glacial retreat that puts at risk water availability in
several places and the generation of energy in the case of some hydroelectric projects.
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3. ANALYSIS OF INTERNATIONAL CLIMATE FINANCE IN LATIN
AMERICA AND THE CARIBBEAN (2016-2018)
Between 2016 and 2018, the average annual flows mobilized at global level were
USD 69,4 billion, of which USD 33,5 billion were intended for poor and middleincome countries, amounts still below the USD 100 billion annually committed at
an international level to address climate change.
It is also important to mention that, 72% of the total amount was channeled to
climate change mitigation projects, 19% for adaptation and 9% for projects with
both impacts (OECD, 2019).
Figure 5. Global Climate Finance, by type of impact (2016-2018)

9%
Mitigation

19 %

Adaptation
72 %

Both

Source: (OECD, 2019)

During the same period, Latin America and the Caribbean received an average
annual flow of USD 12 billion to address climate change, which represents
only 17% of the total amount mobilized globally.
Only 10% of that amount came from climate funds and around 90% was
granted to countries of the region in the form of loans, mainly from Multilateral
Development Banks (86%). The main creditor was the Inter-American
Development Bank (IDB), which channeled 43% of the loans, followed by the
Development Bank of Latin America (CAF) with 39% and finally, the World
Bank, through the International Bank for Reconstruction and Development
(IBRD), which channeled 18% of loans to the region, as can be seen below:
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Figure 6. Participation of Multilateral Development Banks in granting loans to
address climate change in LAC - 2018

IBRD
(BM)
18%

IDB
43%

CAF
39%

Source: (Stockholm Environment Institute, 2021)

When analyzing climate finance mobilized to the region in 2018 by recipient country,
Brazil, Mexico and Argentina were the main beneficiaries:
Figure 7. Distribution of climate finance by beneficiary countries in LAC - 2018 (in
USD billions)
2.5
2
1.5
1
0.5

Source: (Stockholm Environment Institute, 2021)
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4. IMPLICATIONS OF CLIMATE FINANCE ON THE LEVEL OF DEBT
4.1. ANALYSIS OF MECHANISMS RELATED TO MULTILATERAL DEVELOPMENT
BANKS
As previously mentioned, in 2018, more than 90% of the total climate finance received in
LAC was channeled through loans, mainly from the IDB, which was the main provider of
climate finance for the region, closely followed by CAF (see Figure 6). Both institutions
have gradually changed the concessionality of their loans towards less concessional
conditions, which should be evaluated given their development bank status. The loans
granted to the region increase the indebtedness of countries that hold very high levels
of external debts already.
On this regard, it is also particularly important to point out that the climate crisis
exacerbates the indebtedness vulnerability in countries on the region, affecting mainly
the most vulnerable groups, which implies that injustice in the world is accumulating
over injustice (EURODAD, 2020).
This is explained by the fact that greater climate vulnerability implies:
•

Higher borrowing costs (higher interest) for countries

•

Greater macroeconomic volatility

•

Higher risk of debt unsustainability

•

Lower long-term growth prospect

The same happens if this problem is analyzed from the debt side, since if there is a
higher debt service, then there will be:
•

Less fiscal space to finance climate change mitigation and adaptation measures.

•

Less chances to obtain any funding to recover after disasters.

•

Less possibilities of financing other population needs/rights.

Consequently, it is very important to seek climate finance alternatives that do not
increase the current debt levels, which are already very high in the region.
As previously mentioned, LAC only takes advantage of 10% of financial resources
from climate funds, which could present better conditions (concessional credits) or
could include resource transfers without repayment obligations (grants), hence, it is
important and urgent to start making better use of those financing sources. Other
financing alternatives that could be used to address climate change include debtfor-nature swaps or Special Drawing Rights (SDR) as announced by the International
Monetary Fund (IMF).

4.2. ANALYSIS OF THE UNFCCC MECHANISMS
During 2018, only 10% of the USD 9,09 billion received as climate finance in LAC came
from climate funds, whether created under the UNFCCC framework or channeled
through multilateral development banks or through other national climate funds.
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The main financial mechanisms used by these funds were grants (66%), followed by
concessional loans (30%) and others (4%), as shown here below:
Figure 8. Financial instruments used by climate funds in LAC 2018

4%
Grants

30 %

Concessional credits

66 %

Others

Source: (ODI, Böll Foundation, 2021).

Among them, the main climate funds included the following:
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The following table shows the share of all climate funds during 2018 in LAC::
Figure 9. Share of climate funds in LAC - 2018
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Source: (ODI, Böll Foundation, 2021)
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As shown in Figure 9, the main fund was the Green Climate Fund (GCF), which surpassed
the Clean Technology Fund (CTF)1 , a multilateral fund administered by the World Bank,
which now stands as the second largest contributor to climate finance in the region.
The Amazon Fund2 , a national fund that channels national and international, public and
private resources through BNDES in Brazil, ranks third. These three funds represent
58% of the total finance, mobilized by climate funds, for the region.
Between 2003 and 2020, the Global Environment Facility (GEF-4,5,6 and 7) approved an
amount of USD 550,9 million for 120 projects related to climate change. Additionally,
during the same period, the Adaptation Fund approved USD 164.9 million for 39
adaptation projects in LAC countries (CFU, 2021).
Also, the support that comes from the Adaptation Fund (AF) is very low (only 4%) and it
should probably be analyzed, since a highly vulnerable region such as LAC could make
better use of resources for adaptation measures from that fund.
The projects financed by climate funds in LAC are mainly focused on mitigation projects
(68%), with very little participation of adaptation projects (17%). The latter should
be taken into account considering that LAC is highly vulnerable to climate change
impacts, and its share of responsibility regarding global GHG emissions is very low,
thus, efforts should focus mainly on adaptation or on projects leading to both impacts:
Figure 10. Financing from Climate funds by type of impact in LAC - 2018

15 %
Mitigation

17 %

Adaptation

68 %

Both

Source: (ODI, Böll Foundation, 2021)

Climate finance with a focus on mitigation was mainly mobilized to the energy and
transport sectors. In the case of adaptation, finance was mainly focused on the water
and sanitation sectors.
Finally, the main recipients of resources from Climate Funds are Brazil (27%), Mexico
(12%) and Colombia (8%), as shown in Figure 11:

1

Between 2003 and 2020, the CTF approved USD 724 million for 35 projects in Brazil, Chile,
Colombia, Ecuador, Honduras, Mexico, Nicaragua and Peru (CFU, 2021).
2
Between 2003 and 2020, the Amazon Fund channeled USD 720 million in grants assigned to
103 projects within Brazil (CFU, 2021).
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Figure 11. Distribution of Climate Fund
resources by recipient country.
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Source: (ODI, Böll Foundation, 2021)

GRAPH 1. LAC COUNTRIES MOST
BENEFITED BY THE GCF

4.2.1. ANALYSIS
OF
THE
GREEN CLIMATE FUND (GCF)
AT THE REGIONAL LEVEL
According to the annual report of the
Green Climate Fund 2020, USD 1.548,5
million have been approved for 38
projects on climate change in LAC, up to
date.
In addition, USD 67,1 million have been
awarded under the “Readiness” program
to finance 138 readiness projects, helping
countries be better prepared to channel
GCF resources; USD 7,1 million were
also awarded for 13 projects supported
by the Project Preparation Facility; and
USD 32 million have been awarded for
10 related projects to support National
Adaptation Plans (GCF, 2021). This implies
that approximately 21% of the total GCF
portfolio is benefiting LAC countries.

Source: GCF 2021
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The countries that have benefited the most from this fund were: Brazil (18%), Argentina
(18%) and Chile (15%).
Although the GCF is one of the main mechanisms for channeling international climate
finance, it is also important to mention that there are institutions that analyze the
quality of the resources channeled to different regions, from a gender, human rights
and transparency perspective. For example, there is the GCF Watch platform which
observes, and monitors processes related to the GCF, as well as the implementation
of projects with GCF funds, to ensure that: social and environmental safeguards are
met, participation of vulnerable groups that may be affected by the financed projects
is considered and their rights are respected with no conflicts.
It is also important to mention that some of the constant criticism to the GCF is
related to the insufficiency and unpredictability of the available funds and, the heavy
bureaucratic burden that prevents the Fund from operationalizing resources in an agile
and effective manner -which is something urgent, since there is little remainig time
to control the current climate crisis-. For example, the average delay to start a project
within the GCF is 21 months and it generates high administrative costs (Beliz, 2021).
Another important issue is to seek mechanisms to promote more direct access to
local actors, such as subnational governments, private sector, civil society and local
communities, which in many cases have great clarity and intention to apply mitigation
and adaptation measures to climate change.
In 2020, despite the pandemic, the GCF approved 37 new projects globally, among which
12 have LAC countries as beneficiaries, according to the following detail:
Table 1. Detail of projects financed by the GCF in LAC countries in 2020
Country

Name of the Project

Amount financed by the GCF

Nicaragua

F146: Bio-CLIMA: Integrated climate action to
reduce deforestation and strengthen resilience in
the BOSAWÁS and Río San Juan Biospheres

USD 64 million
- Grant:
USD 26,1 million
- Concessional credit:
USD 38 millions

Guatemala

F145: REVIVIR - Resilient Livelihoods of vulnerable
small farmers in the Mayan landscapes and the
Dry Corridor of Guatemala

USD 29,8 million (grant)

Costa Rica

F144: Costa Rica REDD-plus Payments based on
results for the period between 2014 and 2015

USD 54,1 million (results-based payment)

Brazil

FP143: Sowing Climate Resilience in Northeast
Rural Communities (PCRP)

USD 99,5 million
- Grant:
34,5 million
- Concessional credit:
65 million

Argentina

FP142: Argentina REDD-plus results-based payment for the period between 2014-2016

USD 82 million
(results-based payment)

Colombia

FP134: Colombia REDD-plus Payments based on
results for the period between 2015-2016

USD 28,2 million
(results-based payment)

Antigua and
Barbuda

FP133: Hurricane resistance in the construction
sector in Antigua and Barbuda

USD 32,7 million (grant)

Haiti

SAP013: Scaling up smart, solar and energy access microgrids in Haiti

USD 9,9 million
- Grant:
1,5 million
- Concessional credit:
8,4 million
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Cuba

FP126: Increase in the climate resilience of households and rural communities, through the rehabilitation of productive landscapes in selected
localities of the Republic of Cuba (IRES)

USD 38,2 million (grant)

7 countries

FP128: Arbaro Fund - Sustainable Forest Fund

USD 25 millon (equity)

42 countries 5 regions (15 de
ALC)

FP152: Subnational Global Climate Fund (SnCF
Global) – Equities

USD 600 millon (equity)

42 countries 5 regions (15 de
ALC)

FP151: Subnational Global Climate Fund (SnCF
Global) - Technical Assistance Fund (TA)

USD 18,5 millon (grant)

Source: (GCF, 2021))

In addition, during January and March 2021, 15 projects were approved globally, two of
which took place in LAC countries: Mexico and Cuba, according to the following detail:
Table 2. Detail of projects financed by the GCF in LAC countries in 2021
Country

Name of the Project

Amount financed by the GCF

Mexico

SAP023: Restoration of rivers for adaptation to
climate change (RIOS)

USD 9 million (grant)

Cuba

FP157: Coastal resilience to climate change in
Cuba, through ecosystem-based adaptation - "MI
COSTA"

USD 23.9 million (grant)

Source: (GCF, 2021)

In the context of the current health crisis, it is also important to mention that the GCF
responded quickly to the pandemic, enabling 3 approaches to promote a sustainable
and resilient recovery (GCF, 2021):
1.
Adaptive portfolio management: Flexible measures were taken, including nocost extensions, contingency budget lines, time extensions with project exemptions,
and capacity-building readiness grants;
2.
Support for recovery planning in developing countries: New initiatives were
introduced under the “Readiness” Program to allow developing countries to rapidly
access GCF resources for their climate resilient recovery planning, action and
initiatives;
3.
Accelerated scheduling of climate projects with strong collateral benefits: The
GCF accelerated project proposals that could generate high climate impact, as well
as rapid economic, labor, social and health co-benefits, while working closely with
developing countries and project partners. The Board approved a record volume of new
climate projects, and several project agreements were signed within hours.

19

CASE STUDY
Climate crisis and public debt crisis in Central America
By: Cleotilde Guevara
CRGR Project Coordinator

Central America is the second region in the world most vulnerable to climate
risks. Five of the eight member countries of the Central American Integration
System (SICA) —Honduras, Nicaragua, the Dominican Republic, Guatemala, and El
Salvador— are located within the first 15 in the global climate risk index, which allows
to measure the high levels of vulnerability of the region to hydrometeorological
hazards (World Bank, 2019). According to the United Nations Office for Disaster Risk
Reduction (UNISDR) on economic losses, poverty and disasters 1998-2017, during
the last 20 years there has been an alarming increase of 151% in direct economic
losses, due to weather disasters. At the global level, the report reveals that during
this period, the main countries where disasters occurred reported losses of about
2.908 billion dollars (UNISDR, 2021). The report exposes something that had been a
presumption, now confirmed: 91% of the events that occurred in this period were
from climatological origin (43.4% were floods and 28.2% storms).
In terms of climate finance, Central America received USD 2.3 billion between 2016
and 2018 as a subregion, that is, 19% of the total amount received by Latin America
and the Caribbean in that period, and only 3% of the amount mobilized globally,
which comes mainly in the form of credits.
The current pandemic added a new and unwanted dimension, as mobility restrictions,
economic recessions and disruptions in the agricultural sector exacerbated the
effects of extreme weather and climate events throughout the entire food supply
chain, raising levels of food insecurity and slowing the delivery of humanitarian
assistance. Meteorological observations were also disrupted, and disaster risk
reduction efforts were complicated.
This context has been aggravated by the non-inclusive development models
implemented, which generate higher impacts in terms of losses and damages
at present. With the aggravating circumstance that the events in the region are
increasingly progressing, an example of this has been the hurricanes ETA and IOTA
that impacted Central America in November 2020, and which mainly affected the
most vulnerable groups.
A recent study by ECLAC affirms that Central American countries registered an
increase in their public debt ratio equivalent to 15.6% of GDP. In this sense, Honduras
and El Salvador stand out (24.7% and 19.2% of GDP, respectively), countries that
not only have registered significant increases in their debt levels in the 2008-2019
period, but also El Salvador surpassed 70% of its public debt to GDP ratio, above the
other Central American countries. Although this evolution is cyclical considering
the countries’ negative growth prospects, such performance could translate into
a long-term upward trend in their debt ratio in terms of GDP if the negative effects
of COVID-19 are considered (ECLAC, 2021). This is compounded by high levels of
indebtedness, extreme weather events, and environmental hazards in the region
that increase the cost of debt.
According to ECLAC, multilateral funds are imposing measures to reduce public
spending and an increase in tax collection for direct consumer taxes (VAT), which
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causes an increase in prices of the basic basket of goods, which is already more
expensive due to the pandemic. This generates conditions of greater vulnerability in
the population of Central American countries, which have already been affected in
their livelihoods by climate variability events.
The Regional Coordination for Risk Management (CRGR) as part of the Climate
Justice Cluster of the Latin American Observatory for Climate Action (OLAC)
considers it urgent and necessary that there should be a restructuring of public debt
access mechanisms by the countries that are in this condition: in such a way, as to
improve the rules of the game in the designation of Special Drawing Rights (SDR)
funds and to increase the non-reimbursable funds that allow developing countries
to obtain greater liquidity to face the current climate crisis, as well as paying for debt
service, without it being conditioned to adjustment measures in public spending and
changes in fiscal policies that affect the decline in the population’s livelihoods; It is
also necessary to introduce progressive taxes that tax wealth on both national and
transnational companies, which generally receive tax incentives from governments
and generate capital that is not reinvested in the countries where they produce but
is exported to their countries of origin, with the aggravating factor that destroys
ecosystems (monoculture production), exploits natural resources (extractive
companies) and depletes or pollutes water reserves for human consumption,
increases GHG emissions, among other effects.
Likewise, it is essential to improve transparency mechanisms in public management,
the distribution of public funds and public debt, strengthening social auditing
and the institutional framework on access to information, avoiding the misuse of
public resources and corruption, which in the region has been a highly questioned
issue along with the violation of human rights, especially in the public policies
implemented to address the COVID-19 pandemic.
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5. CLIMATE FINANCE IN A CONTEXT OF POST-COVID19 ECONOMIC
RECOVERY IN LATIN AMERICA AND THE CARIBBEAN
The current health crisis has weakened the Climate Agenda in LAC and in the world,
since for obvious reasons governments have prioritized actions to control the pandemic
progress, while seeking solutions to the current economic crisis. This could explain the
reduction of climate finance in recent years, a fact that will be verified when more
updated reports come out.
However, it is important to bear in mind that the current multiple crises has a systemic
nature, so the decisions and measures to be applied must include a comprehensive
look to the problems and solutions, recognizing the close relationship between the
economic, social, environmental and climate agendas. Likewise, it is important to
consider that the decisions made today and those made in the next 10 years in terms
of finance and development policies will be decisive in whether or not to address the
current climate crisis in a timely manner.
In this sense, the current post-Covid-19 economic recovery process that countries of
the region have undertaken could involve two opposing situations:
a)
the historic opportunity to redirect the future of the region within the framework
of low-carbon and climate-resilient development models, and thereby address the
climate crisis in a timely manner, or;
b)
the enormous risk of accelerating the climate crisis if decisions that prioritize
the short term are made, and investments in highly extractive sectors with intensive
use of fossil fuels to reactivate economies.
According to a follow-up carried out by the Latin American Observatory for Climate
Action (OLAC) to the recovery packages of 10 LAC countries as of December 2020, it was
observed that many measures applied in countries such as Argentina, Bolivia, Brazil,
Peru, Colombia, and Mexico are focused in sectors such as infrastructure, mining,
hydrocarbons, agribusiness and industry, without considering sustainability aspects,
which confirms the fear that the climate crisis is currently being accelerated given its
support to highly extractive and polluting traditional sectors.
A sustainable infrastructure program was identified only in the case of Costa Rica,
then in the case of Colombia the promotion of sustainable tourism was mentioned and
in the case of Argentina some support programs for family agriculture were identified,
considering the importance of that sector in the economic and climate sphere, given
its highly vulnerability to the effects of extreme climate events and its high potential to
implement measures of GHG mitigation, adaptation and resilience. (OLAC, 2020).
Many countries in the region have resorted to get financial support from multilateral
development banks and multilateral organizations such as the IMF to emerge from the
current multiple crises -in many cases increasing the levels of external debt- Countries
have also resorted to an increase in domestic debt (Latindadd, 2021).
Therefore, it is imperative to establish synergies between the economic, climate
and development agendas, to find comprehensive solutions with a long-term vision
to the multiple crises that we are facing, allowing us to undertake transformational
changes under new development paradigms -other than extractivism, capitalism and
consumerism- where the close relationship that exists between people’s health and
the planet’s health is recognized, to guide us to a more sustainable, fair and inclusive
future.
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An example of a measure that could generate multiple economic, social and climate
benefits would be to promote green infrastructure programs focused on generating
jobs for women and youth. These programs could promote sustainable construction,
using local materials, renewable energies, energy and water efficiency and disasterresilient infrastructure (Transformative Reactivation, 2021).
The current pandemic has shown us that these types of changes are possible and
urgent, if life is placed at the center of the decisions.

6. CONCLUSIONS Y RECOMMENDATIONS
Timely attention to the climate crisis is an urgent issue and must be prioritized
even in a scenario of multiple crises such as the one we are experiencing.
In that sense, this analysis on international climate finance in Latin America and
the Caribbean, from a climate and financial justice approach, results in the following
conclusions and recommendations:
•

The international goal of mobilizing USD 100 billion annually from developed to
developing countries has not been met yet. For this reason, and from a climate
justice approach, it is urgent that the countries with more responsibility in the
face of climate change fulfill their commitments, and that increased funding
target is set at COP26.

•

Climate finance commitments are part of the climate debt for which
industrialized countries are primarily responsible. Therefore, it is an obligation
of developed countries to repair this debt, since developing countries are the
ones that are currently being most affected by the negative impacts of climate
change.

•

72% of climate finance mobilized globally (considering the annual average
between 2016 and 2018) was geared towards mitigation. Therefore, it is urgent
to mobilize more finance towards adaptation measures, mainly in highly
vulnerable regions such as LAC.

•

In the same period, LAC received only 17% of the global amount, which is quite
low considering the great financing needs and high vulnerability of the region
compared to others.

•

Another fact that draws attention is that between 2016-2018, only 10% of the
international climate finance that reached LAC came from climate funds,
which in general could represent better conditions (concessional credits) or
transfer of resources with no repayment obligations (grants), so it is important
and urgent to start making better use of these available sources.

•

Additionally, the support that comes from the Adaptation Fund (AF) is very
low (only 4% of the financing channeled through climate funds in 2018) and it
should be better analyzed, especially because LAC could take more advantage
of those resources for adaptation measures.
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•

Although the Green Climate Fund is the main mechanism of the UNFCCC and
50% of its portfolio of adaptation projects should benefit highly vulnerable
countries, as of November 2020, only 36% of that portfolio reached less
developed countries. Furthermore, the amount allocated to mitigation projects
was higher than the one allocated to adaptation projects, even when the
intention of this mechanism was to finance both equally.

•

It would also be very important to evaluate the quality of financing, as well as
the climate, social and economic impacts of projects, including a gender and
ethnic approach, during the design and implementation stage.

•

Around 90% was granted to the countries in the region in the form of loans, which
is quite worrying since it increases their debt level (which was already high). In
that sense, it is important to highlight that the climate crisis exacerbates the
debt vulnerability of countries, affecting mainly the most vulnerable groups,
accumulating injustice upon injustice in the world, and especially in LAC.

•

Accordingly, it is very important to mobilize greater climate finance through
instruments and mechanisms unable to increase the current debt levels of
developing countries, for example, through grants, or through the use of of
resources from the issuance of Special Drawing Rights (SDR) announced by
the IMF, to address climate change.

•

It is important to make progress when mobilizing financing within the framework
of international negotiations on climate change to cover losses and damages
caused by extreme weather events, as established by the Warsaw Loss and
Damage Mechanism (which has made little progress since its inception in
2013).

•

Also, there is a great window of opportunity to address the multiple crises
facing by the region, if the decisions on public spending and investment aimed
at post-Covid19 economic recovery programs consider a comprehensive vision
of the problems and a long-term view that prioritizes measures to generate
income, employment, and well-being for the population, contributing to the
reduction of GHG emissions and/or the construction of greater resilience
against the adverse effects of climate change.

•

Finally, efforts should be made to decarbonize economies and reduce national
and international financing of extractive sectors and activities related to the
burning of fossil fuels that cause large GHG emissions and worsen the effects
of climate change in the world, as science has shown.
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