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EXECUTIVE SUMMARY

A trillion-dollar problem cannot be solved one project at a time

The Problem

Global climate funds have financed thousands of projects. Individually
many succeed — but their cumulative impact will never match the climate
challenge, now measured in trillions.

The Proposition

Climate funds must stop financing projects as an end in themselves and
start using scarce grant finance to help countries build the institutions,
financing mechanisms and governance systems through which climate
action becomes a permanent feature of national development.

SHIFT

From financing

PROJECTS

to supporting

SYSTEMS




THE PROBLEM

Climate finance has outgrown the project model

Ol

Demonstrate, model,
pilot

Projects were designed to
pilot innovation and prove
concepts.

But the challenge today is
making solutions routine.
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Success doesn't
transform systems
Installing flood protection
and drainage in one
informal settlement is
valuable.

Making climate resilience
a routine part of how cities
plan and invest in informal
settlements is
transformational.
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When funding ends,
capacities and
structures vanish

Built in obsolesce.

Implementation teams

dissolve, monitoring stops.

Countries return with
proposals for similar
problems, elsewhere.

04

Fragmentation
across institutions
Resources and knowledge

fragmented across time,
institutions and functions.

Parallel implementation
units focus on short-term
delivery.

Mainstream institutions
untouched.



EXAMPLE OF ENHANCED DIRECT ACCESS

The small grants trap

EDA was meant to drive systemic change, by devolving decision-making across all of climate finance. It now risks becoming

a niche of small community grants.

THE ORIGINAL AMBITION

Subsidiarity, local agency and accountability
become the standard for ALL climate finance

Fiduciary rigour with genuinely devolved decision-

making

Success measured by how far these principles
reshape governance

WHAT IT RISKS BECOMING

. A specialist small-grants window for community
projects

. Local leadership confined to small pilots while major
investments stay top-down

. Project design led by results frameworks focused on
beneficiary numbers (“made 1.6 billion people more
resilient”), not sustainability or depth of impact

. Readiness and project finance disallowed for core
investments, like staff salaries



THE PROPOSITION: CLIMATE FINANCE 3.0

Three generations of climate finance

CF 1.0

DEMONSTRATE

¢ Finance individual projects
e Success = project outputs
¢ Parallel implementation units

¢ Scale through replication

CF2.0

SCALE

e Finance programmes & facilities
e Success = programme outcomes
e Stronger national ownership

e Scale through expansion

CF 3.0

TRANSFORM

¢ Build climate-responsive

institutions

e Success = institutional

transformation

¢ Resilience embedded in systems

¢ Scale through embedding




FROM PROJECTS TO INSTITUTIONAL SUPPORT

TODAY — TEMPORARY AND TRANSACTIONAL

Countries prepare funding proposals

Climate funds assess and approve

Projects evaluated for upward accountability to funder:
portfolio numbers; beneficiaries reached; how much did
we deliver

Cycle begins again with new proposals

Learning stops when the project ends

PROPOSED — LONG-TERM

Shared vision via a Systems Roadmap

Periodic progress reviews, not proposals

Progress judged through mutual and downward

accountability, generating information usable by national
governments, on systems changed,
understanding what works and endures.

Adaptive management as contexts change

Learning is cumulative to inform phases




NATIONAL CLIMATE SYSTEMS ROADMAPS

Replace project pipelines with a long-term question: what should governance, institutions and capacities look like in 20 years, if

climate resilience is fully embedded?

) ( ) ( )
How should ministries of finance allocate How should fiscal transfers reward Which institutions need reform to
resources? resilience? routinely integrate climate risk?
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) ( ) ( )
Which existing institutions already reach How should local governments and What financing will sustain these changes
vulnerable populations? communities share investment decisions? over time!?
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LEVERAGE NATIONAL SYSTEMS THAT WORK

Most countries already have institutions that reach poor and vulnerable populations. The task is to help these systems absorb

climate resilience as a routine mandate.

Agricultural . . Public financial Watershed
Social protection Development banks

Local governments ) ..
extension mgmt. authorities

A relatively modest grant that helps a national development bank integrate climate risk into its lending portfolio

may ultimately influence billions of dollars of future investment




MEASURING SUCCESS DIFFERENTLY

Judge success by sustainability, not project completion.

The Systems Embedding Ladder

Institutional transformation happens progressively, not all at once

Projects pilot approaches in specific
Demonstrate places — designed from the start
for national scaling

Successful approaches are repeated across multiple

Replicate : :
projects or regions

Lessons begin shaping government programmes, sectoral policy,

Inform POIICY implementation guidelines

Embed Climate resilience is written into legislation, PFM, planning systems, budgeting, staffing

Institutionalise Institutions routinely finance and deliver climate action, mobilising external finance
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A DIFFERENT LEGACY

Decades from now, success should not be thousands of
completed projects.

It should be countries where ministries routinely budget for climate resilience, local governments
receive predictable climate finance through national systems, communities participate directly in
public investment decisions, and climate considerations have become an ordinary feature of

governance, supported by incremental finance.
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