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Climate and Agriculture

CANCUN 2010

Financing Agricultural
Adaptation to Climate Change

A Modest Beginning

President Obama’s climate-related diplomatic capacity in Cancin
will be severely limited by incoming and current members of the
U.S. Congress who consider climate change science too uncertain
to serve as a basis for economic policy change or simply a fraudu-
lent conspiracy to undermine the U.S. economy. However, we
agree with President Obama that even
in the absence of an agreement about
climate change, short-term initiatives
can benefit not just Americans, but
people—and indeed, natural resources—
all over the world. These initiatives can
be undertaken without an agreement
about long-term financing for a Global
Climate Fund, called for by the G-77
and China, and discussed in October
during the U.N. Framework Conven-
tion on Climate Change (UNFCCC)
negotiations in Tianjin, China. Because
the terms to operationalize a Global
Climate Fund are regarded by developed
countries as part of a “package deal,” it is
very unlikely that the Global Climate
Fund will be agreed upon in Cancin.’

A substantial increase in UNFCCC funds for “fast-start” climate
finance for adaptation, not requiring a UNFCCC decision on
long-term finance, is considerably less ambitious than what civil
society organizations and developing countries are demanding.?
But “fast-start,” on-the-ground successes in adaptation by 2012
could establish a strong foundation for a subsequent decision on
long-term finance in which the UNFCCC would have a major
operational role. This is not the first, nor certainly the most
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we can do short-term
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President Barack Obama'’

detailed proposal for adaptation finance,* but it tries to take
into account the current state of play and developed country
commitments for fast-start finance for 2010-2012.

A successful short-term finance strategy would include:

1) apportioning half of the $30 billion
promised by developed countries in
fast-start funding for adaptation proj-
ects to achieve the “balanced” funding
formula promised in the Copenhagen
Accord; 2) allocating, at a minimum, 20
percent of the $15 billion to the UNFCCC
Adaptation Fund, to build UNFCCC
operational capacity; 3) using the
UNFCCC subsidiary bodies to help the
Adaptation Fund target projects in the
most climate-change vulnerable coun-
tries (least-developed countries, Africa
and small island states), a majority of
which are likely to concern agricul-
tural adaptation; 4) ensuring that the
consultations to design, implement and
evaluate adaptation projects involve
representatives of the populations most
vulnerable to climate change, e.g., farmer organizations, in the
case of agricultural adaptation projects. If these steps are taken,
adaptation benefits from many projects would be measurable,
yielding a substantive basis for subsequent UNFCCC decisions
about adaptation finance. Furthermore, the UNFCCC'’s project
oversight and monitoring capacity will be enhanced to match its
normative obligations.



General considerations on climate finance

For the United States to contribute to short-term initiatives in

Cancin, it cannot threaten, as it did in September in Geneva, to

make the developed-country release of fast-start finance in 2010-
2012 conditional on developing country acquiescence to a global,
best-endeavor “package deal” along the lines of the Copenhagen

Accord.® Rather, the U.S. and other developed countries should

commit fast-start financing to projects designed with the partici-
pation of climate change—vulnerable populations and as approved

by UNFCCC institutions. To do so, starting now, is in the national

security interests of all developed countries.

For the United States alone, just the costs of climate change-
related hurricane damage, real estate losses and disruptions to
water and energy supplies under the current “business as usual
scenario” have been estimated at $271 billion (in 2006 dollars)
annually by 202s, accelerating to a conservatively estimated
$1.9 trillion annually by 2100.° Paying for the latter figure would
combine the costs of the U.S. economic stimulus package and the
bailout of the financial services industry, for every year of “busi-
ness as usual.” The costs of environmental migration and climate
change—natural resource wars would add to this unsustainable
budgetary burden.

At least three UNFCCC institutions can help developing coun-
tries identify their specific climate-change vulnerabilities, and

design, fund and implement projects whose short-term results

can be monitored, verified and reported (MVR) to the UNFCCC

under a pilot MRV program designed by UNFCCC subsidiary
bodies. A robust MRV program is necessary not only to ensure

that project monies are used for their intended and project-spec-
ified purpose, but to ensure that climate-change grants do not

succumb to the high transaction costs and unpredictable delays

in financial transfers that plague aid programs generally.’

Theseinstitutionsare the Adaptation Fund (AF), the Subsidiary
Body for Scientificand Technological Advice and the Subsidiary
Body on Implementation. Their respective mandates have been
already decided by UNFCCC parties, so no delays over debating
terms of reference will slow their advice to, and review of,
project proposals. They can help facilitate the realization of
short-term projects even in the absence of Conference of Party
(CoP) agreements on agriculture, forestry and other sectoral
texts, to say nothing of a broader “one decision” agreement on
finance, long-term cooperation and climate-change mitigation.

The long-term Cooperation Agreement chair’s focus on developed-
country party commitments to reduce greenhouse gases (mitiga-
tion) is understandable, given the role of the chair in synthesizing
consultations with parties on the LCA agenda items. However, it
does not follow that “in order for Canctn to deliver an outcome,” a
decision on mitigation must be agreed.® Even in the near certain
case that the United States is unable to make substantial political

or financial commitments in Cancun, parties can begin to achieve
aggregate benefits by agreeing to greatly expand and coordinate
adaptation projects within the National Adaptation Programs of
Action (NAPAS) established by developing countries to prioritize
the mosturgentand immediate actionsto adaptto climate change.

The UNFCCC challenge of amplifying

adaptation fund projects

In the Copenhagen Accord, developed countries stated

their “collective commitment to provide new and additional

resources” of $30 billion in 2010—2012 “with balanced alloca-
tion between adaptation and mitigation.” What is “balanced”
is very much in the mind of the donor country. According to

a just-released study, “Adaptation funding represents just 11
to 15.9 percent of fast-start finance pledges to date.”As of
July, 19 European Union member countries and the European

Commission had allocated about two thirds of the aggregate

EU pledge of about $10.5 billion. About 63 percent of the allo-
cated funds will go to mitigation projects, with just 37 percent
going to adaptation.” The EU preference for mitigation is

likely the result of the belief that an eventual UNFCCC deal

will allow EU industry to buy the carbon-offset credits from

these developing-country mitigation projects at a market
price determined under the EU’s Emissions Trading Scheme.
This is a high-stakes gamble, given that the billions of dollars

of public subsidies in the form of free carbon credits given to

sustain “private” carbon trading markets will be unsustain-
able in public budgets, even if carbon markets do not collapse

under the weight of a rising incidence of carbon accounting

and marketing fraud.”

But what is perhaps more alarming about the EU’s fast-start
allocation is its preference for bilateral (61 percent)—rather
than multilateral (39 percent)—channeling of fast-start funds.
Under this allocation plan, the UNFCCC remains charged with
vital normative obligations but without the financial means to
ensure that projects designed to meet those obligations can be
monitored, verified and reported in a uniform fashion.

Even a small part of the promised fast-start finance could
greatly amplify the number and variety of adaptation proj-
ects beyond the 16 AF projects currently budgeted at about
$52 million.® It is likely that U.S. Congressional climate
change deniers will impede the immediate allocation of the
U.S. commitment in Copenhagen of $3.2 billion to fast-start
financing. However, if other developed countries allocated to
the UNFCCC 20 percent of a balanced fast-start commitment
to adaptation—yielding about $2.7 billion—the number and
variety of projects could increase as rapidly as they could be
designed and approved by the AF Board. AF project progress
reports could provide a substantial record of achievement
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from which parties and nongovernmental organizations
involved in implementation could learn at subsequent CoPs.
But what kind of projects should these funds finance?

Currently, there are two kinds of AF projects, direct and non-
direct country access to funds. The former projects are imple-
mented by national institutions, the latter by U.N. agencies,
for the most part the United Nations Development Program.
According to Germanwatch, which carefully monitors the AF,
civil society organization participation in the party consulta-
tions that design adaptation projects has not yet been estab-
lished.*Webelieve thattoachievebroaderadaptationimpacts,
at least two further steps are needed. First, the project terms
of reference should ensure that finan-
cial transfers, in the form of grants,
for projects occur only after parties
can demonstrate that substantive
adaptation proposals from nongov-
ernmental stakeholders were evalu-
ated in a transparent consultation
process. Second, to the extent that
non-governmental stakeholders have
operational responsibility for imple-
menting adaptation projects, project
proposals should outline an imple-
mentation budget and timeline for
those stakeholders within the NAPAs
and their budgets. Farmer organiza-
tions, for example, have demanded .
that they “play a central role in the eStlmath b
design, implementation and review of
all climate-related policies, including
national adaptation plans of action.”

Agricultural adaptation projects

The U.N. Food and Agriculture Orga-
nization (FAO) has coined the term “climate-smart agricul-
ture” to denote a broad array of practices that both enable

developing countries to adapt production systems to climate

change and to reduce greenhouse gas emissions, particularly
those resulting from agricultural practices and land-clearing
for agriculture.” FAO's report on The Hague Conference on
Agriculture, Food Security and Climate Change illustrates

“climate-smart” agriculture with case studies of practices, e.g.,
farmer seed production systems, water harvesting and soil
building techniques that have enabled adaptation to climate
change consequences, such as prolonged droughts and rapidly
evolving plant diseases. (IATP’s Shiney Varghese further
describes some of these practices in a profile of the Tamilnado
Women’s Collective in India. See “Women at the Center of
Climate-Friendly Approaches to Agriculture and Water Use”
in IATP’s Climate and Agriculture, Cancin 2010 series.)

FINANCING AGRICULTURAL ADAPTATION TO CLIMATE CHANGE

Vulnerabilities to
climate change
depend considerably
on relatively specific
geographical and
sectoral contexts
(high confidence).
They are not reliably

FAO projections of agricultural production needs forfood security
in response to climate modeling out to 2050 involve technology
and resource management assumptions that can be called into

question, if only because of the many uncertainties in climate

change and agricultural production modeling. The Consultative

Group on International Agricultural Research (CIGAR) and the

Earth System Science Partnership (ESSP) background paper for

The Hague conference emphasizes these modeling uncertainties

and adds: “These uncertainties are compounded by the paucity

and unreliability of basic data related to agricultural produc-
tion. Land-based observation and data-collection systems in

parts of the world have been in decline for decades.” Attempts

to compensate for this lack of on-the-ground data by satellite

imaging produce highly variable results,
depending on the satellite employed.”

However, the weakened state of global
agricultural production factor data
should not be used as a reason to delay
action to design and finance adapta-
tion projects now, however desirable it
is to strengthen on-the-ground data-
collection systems. Just as agricultural
production is a site-specific enterprise,
sois agricultural adaptation to climate
change. Proven adaptation practices
cited in the FAO and other case studies
can and should be funded to increase
resilience now. FAO has rebranded as

y large—scale"climate—smart" some existing prac-
(aggregate) modeling

and estimation.

International Panel on Climate Change,
Fourth Assessment Report (2007)*

tices to increase food security, with
relatively few new tools designed
specifically in response to climate
change. This rebranding should not
be faulted if the expansion of such
practices help to achieve the NAPAs’
objectives, as defined through party
consultations with a broad array of national stakeholders, as
well as with U.N. agencies and the AF Board.

“Market-based” mitigation: a poor candidate

for UNFCCC fast-start climate finance

The best agricultural practices both adapt to climate change
and reduce greenhouse gases. However, methodological
disagreements and the aforementioned modeling uncertain-
ties over measuring reduced or removed carbon emissions
equivalents make market-based mitigation a poor candidate
for fast-start projects. The projection of revenues generated
from the auctioning of carbon emissions permits and sale by
developing countries of carbon offset credits has depended on
policy scenarios that are unduly optimistic and even utopian.
The U.N. Secretary General’s High-level Advisory Group on



Climate Change Finance (AGF) foresees up to half of the $100
billion annual funding by 2020 announced in the Copenhagen
Accord coming from a percentage of carbon-credit auctions.”
These auctions set a per carbon ton price apparently derived
from U.S. legislation that had been stymied prior to the fall
2010 elections. However, thus far, emitting companies have
demanded and received carbon credits worth tens of billions of
dollars for free, both in the European Union and in the stalled
U.S. legislation.”

The recent demise of voluntary U.S. carbon trading marketsat
the Chicago Climate Exchange (CCX) only confirms that the
AGF report’s estimate of a contribution of carbon derivatives
market revenue to emissions-reduction projects is utterly
dependent on the creation of a publicly subsidized underlying
asset.” It is unlikely the majority of UNFCCC parties will
support mitigation projects designed largely to help devel-
oped countries meet their Copenhagen Accord obligations
through these publicly subsidized private markets.

Conclusion

The UNFCCC is crippled by the “single undertaking” paralysis

that afflicts the World Trade Organization Doha Round, where,
because nothingisagreed until everythingisagreed, nothingis

agreed, again and again. But whereas bilateral trade continues

for better or worse despite the Doha Round deadlock, UNFCCC

impasse on all issues just makes life under climate change go

from bad to worse. A Cancin CoP decision to immediately
apportion ten percent of promised fast-start finance, i.e., about
$3 billion, for the UNFCCC Adaptation Fund will support the

agricultural adaptation projects identified by the most climate-
change vulnerable countries. Such a decision would be a small

but significant achievement. From such small steps, the polit-
ical will and confidence necessary to resolve longer-term and

larger-scale differences can be built.

We are motivated to offer this proposal in part by the prospect

of ever more ominous climate science forecasts, together with

the likelihood that an acceleration of climate change will make

such forecasting increasingly difficult. We are also compelled

by the aforementioned deadlock and by the spectacle of a

publicly bailed-out financial services industry fighting regula-
tion” while proposing to finance developing-country mitiga-
tion through the creation of new debt (See “The New Climate

Debt,” part of IATP’s Climate and Agriculture, Cancin 2010

series). We must not wait for another market failure or cascade

of extreme climate events to decide to commit to fund the

UNFCCC to fulfill party obligations among its most climate

change—vulnerable parties. We can decide now to finance proj-
ects that will build resilience in agriculture and rural commu-
nities to the changing climate thatis making us all increasingly
vulnerable under “business as usual.”
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