
16 Trade Insight  Vol. 19, No. 1-2, 2023

cover feature

Climate fi nance for
green growth

Fahmida Khatun and 
Foqoruddin Al Kabir

Even as climate aid falls short 
of pledges, blended fi nance 
has emerged as a crucial 
fi nancing mechanism for 
sustainable development.

Given the increasing concern 
around climate change and envi-

ronmental degradation, green growth 
policies have taken centre stage.1 
These policies stress the importance 
of transitioning away from traditional 
manufacturing methods and con-
sumer behaviour towards sustainable 
practices that prioritize environmental 
conservation. To achieve this goal, 
it is critical to leverage technological 

advancements that can facilitate the 
shift towards cleaner manufacturing 
processes, especially in developing 
countries.2

As societies strive for techno-
logical advancement, the costs of 
research and development escalate, 
putting pressure on a nation's fi scal 
resources. In response to mounting 
concerns about climate change and 
environmental degradation, the pop-
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ularity of green growth policies has 
surged. However, the transition from 
carbon-heavy industrial practices to 
cleaner alternatives demands a sub-
stantial amount of funding.

Developing countries often rely 
on aid from developed nations to 
support their growth, but this aid is 
often limited and comes with strict 
conditions. Despite the pressing need 
for climate fi nancing in developing 
countries, the mobilization of funds 
has fallen short of the targeted goal 
of US$100 billion per year. In 2020, 
US$83.3 billion was mobilized by 
developed countries for developing 
countries, which marked a 4 percent 
increase from 2019. However, this 
still fell short of the target of US$100 
billion per year by US$16.7 billion.3 
Unfortunately, fi nancing for adapta-
tion, which is critical for developing 
countries, has taken a backseat to 
mitigation fi nance. In fact, mitigation 
fi nance accounted for 58 percent of 
total climate fi nance in 2020.

Global climate fi nance
Currently, the total pledged climate 
fund (only project basis fund) is 
US$46.74 billion in the world from 
2003 to 2022. Around US$40.96 billion 
was deposited in the fund, which is 
87 percent of total fund pledged. The 
disbursement of climate fund is quite 
low (37.84 percent) compared to ap-
proved climate fund of US$30.31 bil-
lion in the world till February 2023.4 
However, considering bilateral public 
funds, multilateral public funds, 
export credits, and mobilized private 
funds, US$83.3 billion was provided 
and mobilised by developed coun-
tries for climate action in developing 
countries in 2020 (Figure 1).5

Considering the thematic areas 
of climate fund in the total pledged 
climate fund (only project basis fund), 
the multiple foci theme (covering 
both adaptation and mitigation) 
holds the largest share of total climate 
fund––57.83 percent of total pledged 
climate fund. Only 11.78 percent 
of total climate fund is pledged for 
adaptation theme and 30.38 percent 
of total climate fund is pledged for 
mitigation theme. 

Climate change adaptation refers 
to taking appropriate action to prevent 
or minimize the damage it can cause, 
or taking advantage of opportunities 
that may arise from the anticipated 
adverse effects of climate change. 
Mitigation means making the im-
pacts of climate change less severe by 
preventing or reducing the emission of 
greenhouse gases (GHG) into the at-
mosphere. Among the total disbursed 
climate fund, the share of multiple foci 
theme is 45.40 percent, the share of 
mitigation theme is 34.13 percent and 
the share of adaptation theme is 20.47 
percent. Considering the number of 
projects approved, 26.54 percent was 
for adaptation and 19.75 percent was 
for mitigation. Although a larger share 
of projects was for adaptation, the 
share of adaptation fund was less than 
that of mitigation fund.

On the other hand, from bilateral 
public fund, multilateral public fund, 
export credits, and private fund mo-

bilized by developed countries for de-
veloping countries from 2016 to 2020, 
a large amount of fund (67 percent) 
was mobilized for mitigation and only 
24 percent was mobilized for adapta-
tion. From the export credit for climate 
change-related fund, 98 percent of the 
fund was mobilized for mitigation and 
from the mobilized private fund, 86 
percent was mobilized for mitigation 
theme by developed countries for 
developing countries. Such numbers 
also indicate that the mitigation fund 
has more business opportunity than 
the adaptation fund.6

The least developed countries 
(LDCs) receive 21 percent of total cli-
mate fund. Considering the thematic 
areas, LDCs’ share of total approved 
global adaptation fund is 48.77 per-
cent. LDCs’ share of multiple foci fund 
and mitigation fund is 16.43 percent 
and 12.80 percent respectively.  Figure 
2 presents the LDCs’ share of ap-
proved global climate fund in different 
thematic areas.

LDCs in Sub Saharan Africa 
receive the highest share (14.06 per-
cent) of global climate fund among 
all LDCs. South Asia stands second 
as LDCs in this region receive 3.87 
percent of total climate fund, while 
LDCs in East Asia and Pacifi c receive 
3.13 percent of total climate fund 
(Figure 3). The overall trend of climate 
fund in the world reveals a substantial 
fi nancing gap in the world. Moreover, 
developing countries, particularly 
LDCs, require a large amount of 
fi nancing towards adaptation efforts 
than mitigation efforts since LDCs are 
less responsible for global emissions 
but these countries are suffering the 
most from climate change.7

Closing the climate fi nance 
gap through blended fi nance
Blended fi nance has emerged as a 
promising source of funds to bridge 
the climate fi nance gap, given the sig-
nifi cant amount required for climate 
mitigation and adaptation. Blended 
fi nance is defi ned as the strategic 
use of development fi nance for the 
mobilization of commercial capital 
towards sustainable development in 
developing countries.8 Over the last 

Figure 1 Total climate finance provided 
 and mobilized (US$ Billion)

Source: Climate Finance Provided and Mobilized by 
Developed Countries in 2016-2020: Insights from 

Disaggregated Analysis by OECD.

0

20

2016 2017 2018 2019 2020

40

60

80

100

18.9
27.1

30-5 34-7
36-9

1.5
3

2.7 2.6
1.9

10.1

58.5 14.5

71.6
14.7

79.9

14.4

80.4

13.1

83.3

28 27 32 28.7 31.4

US
D$

 B
illi

on

 Bilateral Public Fund
 Multilateral Public Fund

 Export Credit
 Mobilized Private

 Total Mobilized Fund



18 Trade Insight  Vol. 19, No. 1-2, 2023

cover feature

decade, the blended fi nance market 
has experienced robust growth due to 
its socio-economic benefi ts, particular-
ly in developing countries. From 2010 
to 2021, the global blended fi nance 
market reached US$109.6 billion, with 
a majority of closed transactions in 
developing countries, primarily in 
Sub-Saharan Africa and South Asia.9

Blended fi nance has played a cru-
cial role in promoting socio-economic 
development in these regions, as seen 
in the case of green growth in three 
Sub-Saharan African nations. The en-
ergy and agriculture sectors have been 
the primary recipients of blended fi -
nancing, accounting for 35 percent and 
28 percent of all transactions, respec-
tively.10 These sectors are essential for 
green growth in developing countries, 
especially the LDCs. Financial services 
and infrastructure industries have 
also received signifi cant blended 
fi nancing, contributing to the seamless 
transition to greener production and 
consumption and attracting foreign 
investment fl ow.

The blended fi nance mechanism 
has mobilized approximately US$105 
billion in aggregate fi nancing, with 
almost half of the transactions fo-
cusing on climate-related issues.11 In 
LDCs, blended fi nance can be used 
in agribusiness, clean energy fi nanc-
ing, climate adaptation, and waste 

management. The agriculture sector, 
in particular, requires both innovation 
and fi nancing to expand, and blend-
ed fi nance can mobilize additional 
fi nancing from both public and private 
sources. Similarly, the promotion of 
renewable energy can be achieved 
through blended fi nancing, which 
can create new jobs in LDCs and help 
achieve the SDG 7 goal on access to 
affordable, reliable, sustainable and 
modern energy for all.

Blended fi nance can also play a 
crucial role in bridging the gaps for 
climate adaptation in LDCs, strength-
ening partnerships for development 
goals, and preparing for bankable 
projects for climate adaptation and 
mitigation. Therefore, blended 
fi nance has emerged as a crucial 
fi nancing mechanism for sustainable 
development, with signifi cant poten-
tial to contribute to socio-economic 
development in developing countries 
while addressing the challenges of 
climate change. 
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Figure 2 LDCs’ share of approved global 
climate finance receipts in 
different thematic areas

Source: Climate Funds Update (February 2023).
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Figure 3 LDCs’ share of total climate 
 fund in various regions 
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