
© 2012  German Development Institute / Deutsches Institut für Entwicklungspolitik (DIE)

Financing adaptation to climate change 

through Social Investment Funds?

Günther Schulz-Heiss, Consultant

Britta Horstmann, German Development Institute/ Deutsches Institut für Entwicklungspolitik (DIE)

Preliminary research results.



© 2012  German Development Institute / Deutsches Institut für Entwicklungspolitik (DIE)

Motivation and background of the study (1)

Guiding principles and requirements of adaptation finance:Guiding principles and requirements of adaptation finance:Guiding principles and requirements of adaptation finance:Guiding principles and requirements of adaptation finance:

� target the vulnerable target the vulnerable target the vulnerable target the vulnerable (UNFCCC, Preamble, Art. 3.2, Art. 4.4, Art. 4.9; KP, Art. 12.8)

� efficient and effective distribution efficient and effective distribution efficient and effective distribution efficient and effective distribution of international CCA finance to local levels 

(UNFCCC, Art. 3.3; Governing instrument Green Climate Fund)

� need for an integrated approach and countryneed for an integrated approach and countryneed for an integrated approach and countryneed for an integrated approach and country----driveness driveness driveness driveness (UNFCCC, Art. 3.4; UNFCCC Art. 3.3)

� use and integration of multitude of channels and sources  use and integration of multitude of channels and sources  use and integration of multitude of channels and sources  use and integration of multitude of channels and sources  
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Motivation and background of the study (2)

Challenges: Challenges: Challenges: Challenges: 

� How to deliver large-scale international and national funds for CCA to • a vast number of vulnerable communities  

• mostly small-scale adaptation projects  •  in a broad array of sectors  •  at the local level ?

� How to upscale implementation from single (pilot) projects to CCA programs?

Opportunities:Opportunities:Opportunities:Opportunities:

� Which role can Social Investment Funds  (SIFs) play to deliver international funds  for adaptation to climate Which role can Social Investment Funds  (SIFs) play to deliver international funds  for adaptation to climate Which role can Social Investment Funds  (SIFs) play to deliver international funds  for adaptation to climate Which role can Social Investment Funds  (SIFs) play to deliver international funds  for adaptation to climate 

change at the local level?change at the local level?change at the local level?change at the local level?
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What are SIFs ? A working definition

� The core business of SIFs is handling large volumes of smallThe core business of SIFs is handling large volumes of smallThe core business of SIFs is handling large volumes of smallThe core business of SIFs is handling large volumes of small----scale projects very similar to many scale projects very similar to many scale projects very similar to many scale projects very similar to many 

currently piloted for CCA at local level :currently piloted for CCA at local level :currently piloted for CCA at local level :currently piloted for CCA at local level :

“agencies that finance small projects in several sectors targeted to benefit poor and vulnerable groups based 

on demand generated in a participatory manner by local groups and screened against a set of eligibility 

criteria. Social funds operate as intermediate agencies that appraise, finance, and supervise implementation 

of social investments identified and executed by a wide range of actors, including local governments, 

nongovernmental organizations (NGOs), local offices of line ministries, and community groups“ (Bhatia 

2005, 1)
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� SIFs have adapted to changing national policy environmentsSIFs have adapted to changing national policy environmentsSIFs have adapted to changing national policy environmentsSIFs have adapted to changing national policy environments becoming part becoming part becoming part becoming part of the institutional of the institutional of the institutional of the institutional 

landscape in many countrieslandscape in many countrieslandscape in many countrieslandscape in many countries

Source: de Silva & Sum 2008, 3

Evolution of SIFs – a “3-generations-model”
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What are SIFs  (1)

What makes SIFs different?   11 key features

Source: Schulz-Heiss
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Source: Schulz-Heiss

What makes SIFs different?   11  key features
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Regional expansion of SIFs

� Over the last 25 years, SIFs have been established in nearly all Over the last 25 years, SIFs have been established in nearly all Over the last 25 years, SIFs have been established in nearly all Over the last 25 years, SIFs have been established in nearly all continents and continents and continents and continents and regions regions regions regions 

in in in in more than 60 countries across the globe.more than 60 countries across the globe.more than 60 countries across the globe.more than 60 countries across the globe.
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Financial expansion and  current magnitude of SIFs

� SIFs have earned Governments’ trust and IFIs consider the fiduciary SIFs have earned Governments’ trust and IFIs consider the fiduciary SIFs have earned Governments’ trust and IFIs consider the fiduciary SIFs have earned Governments’ trust and IFIs consider the fiduciary risks risks risks risks as comparatively lowas comparatively lowas comparatively lowas comparatively low

� Governments, banks and donors have entrusted SIFs to manage resources exceeding 

USD 10 bn, in a sustained manner over more than 20 years.

� The average SIF has shown to be worth a fiduciary risk of close to USD 200m. 

� SIFs have an average annual turnover close to USD 10m. – a size proven to be big enough to integrate new topics 

and funds
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Potentials and limits of SIFs

� SIFs have shown to be a useful, but not a universal tool to implement SIFs have shown to be a useful, but not a universal tool to implement SIFs have shown to be a useful, but not a universal tool to implement SIFs have shown to be a useful, but not a universal tool to implement national national national national policies.policies.policies.policies.
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Country-driven programs with SIFs

� The use of SIFs as part of “country systems” (Paris Agenda) is a more advanced, programThe use of SIFs as part of “country systems” (Paris Agenda) is a more advanced, programThe use of SIFs as part of “country systems” (Paris Agenda) is a more advanced, programThe use of SIFs as part of “country systems” (Paris Agenda) is a more advanced, program----based mode of based mode of based mode of based mode of 

delivery than the traditional project approach delivery than the traditional project approach delivery than the traditional project approach delivery than the traditional project approach ---- a step towards more responsibility of recipient countries in a step towards more responsibility of recipient countries in a step towards more responsibility of recipient countries in a step towards more responsibility of recipient countries in 

managing ODA.managing ODA.managing ODA.managing ODA.
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SIFs meet many requirements of  CCA financeSIFs meet many requirements of  CCA financeSIFs meet many requirements of  CCA financeSIFs meet many requirements of  CCA finance

� SIFs have tools, vast experience and a good records in targeting the most vulnerable communities and in adopting 

targeting techniques according to new policy issues

� SIFs are part of “country systems” and deliver international resources on a program-based approach, implying more 

responsibility of recipient countries in resource management.

� SIFs  provide a good opportunity for an integrated approach to adaptation finance: they use different channels and 

sources of international and domestic finance and integrate them under a common institutional and operational roof 

(operations manuals)

� SIFs may be the most effective and efficient institutional set-up to implement the bulk of projects needed to adapt to 

climate change in a well-targeted and participatory manner on a national-wide scale.
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LimitsLimitsLimitsLimits

� Not all adaptation activities are suitable for funding through a SIF-type mode of delivery

RecommendationsRecommendationsRecommendationsRecommendations

� Country studies on mainstreaming CCA into existing SIF programs

� There is a need to examine targeting techniques and tools with a view to climate change 

vulnerability 

� An up-to-date mapping of SIFs worldwide
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ThankThankThankThank youyouyouyou forforforfor youryouryouryour attentionattentionattentionattention!!!!

The The The The studystudystudystudy will will will will bebebebe publishedpublishedpublishedpublished soonsoonsoonsoon. . . . 

IfIfIfIf youyouyouyou wouldwouldwouldwould likelikelikelike totototo receivereceivereceivereceive a a a a copycopycopycopy bybybyby eeee----mailmailmailmail orororor havehavehavehave furtherfurtherfurtherfurther questionsquestionsquestionsquestions plsplsplspls. . . . contactcontactcontactcontact usususus::::

Günther Schulz-Heiss, pob9564@yahoo.com

Britta Horstmann, Britta.Horstmann@die-gdi.de
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