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Presenter
Presentation Notes
Hello everyone, thank you for joining me today. 

My name is Helen Ippolito. I will be presenting on a recent project by myself and my co-authors at the Evans Policy Analysis and Research group “EPAR” at the University of Washington. 

This talk is entitled “Financing for Climate Change in Africa: A view of sovereign borrowing from multilateral funding institutions.”
This project describes the current landscape of multilateral lending to Sub-Saharan African countries for climate-related agricultural development. 
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Presenter
Presentation Notes
I’d like to begin by identifying the macro-level trends in agriculture and development financing that led us to pursue this research.



BACKGROUND

Development programs have traditionally been focused on increasing the
productivity of small-scale producers (SSPs) and transforming rural spaces.

SSP who dominate the agricultural sector in most low- and middle-income countries
are increasingly affected by changing climate.

While mitigation strategies are being developed and implemented, It has become
clear locally that there Is an urgency to improve the adaptive capacity of SSP.

The 26th UN Climate Change Conference of the Parties stressed the critical role of
mobilizing funding from public, private, and alternative sources to address climate
change in LMICs.
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Traditionally, efforts to promote agricultural transformation in low-income countries has focused on increasing the productivity of small-scale producers who dominate the sector, typically farming 2 hectares or less in some countries.

While mitigation strategies are important, it has become clear that locally there is an imperative to improve the adaptive capacity of SSPs to enable them to limit the increasingly adverse economic, social, and political impacts of climate shocks. 

Supporting low- and middle-income countries’ adaptation and even mitigation, however, requires resources from both the public and private sectors, as noted by the 26th UN Climate Change Conference of Parties in late 2021.
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Funding for climate finance may come in the form of official development assistance, or ODA, through bilateral and multilateral donors, domestic public and private resource mobilization, and foreign direct investments.





FOCUS ON ODA AND SOVEREIGN BORROWING
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�ODA is foreign aid, primarily in the form of grants or concessional loans from governments to promote economic development and welfare in lower-income countries. 

Bilateral ODA is country-to-country. Multilateral funding institutions, also known as International financial institutions or IFIs, are primarily funded by bilateral donors and provide funding across multiple sectors in varying amounts. 

The OECD began tracking bilateral, multilateral, and private financing for climate-related projects as early as 2000, though regular reporting for member bilaterals began in 2008 for mitigation and 2010 for adaptation. Data for multilaterals are not reported for years prior to 2013. 
The OECD project database includes rich data on climate financing that distinguishes between climate mitigation and adaptation projects within all project sectors, such as health, education, and energy. 




RESEARCH QUESTIONS

1. What proportion of agriculture-related lending has a climate
component?

2. Which countries are borrowing most for climate-related
agricultural projects?

3. Is climate-related agricultural borrowing correlated with a
country’s climate risk?
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Given the increasing threats of climate change, we seek to describe the funding landscape for climate-related rural agricultural projects in Sub-Saharan Africa to quantify the current and ongoing IFI funding for climate adaptation and mitigation work.  

We first explore the proportion of agriculture-related lending with a climate component. 
We then identify countries that are borrowing the most for climate-related agricultural projects.
And finally, we do some preliminary analysis to probe if the amount of climate-related agricultural borrowing a country does is related to its level of climate risk. 


WHY MULTILATERAL FINANCING

IFIs fund approximately 1/3 of all ODA, which constituted up to 1/3
of GNI In some sub-Saharan African countries in 2019.

The 3 IFIs In the EPAR dataset constitute 87% of multilateral funding
to SSA.

Multilateral investment shows progress toward climate change
adaptation and mitigation.
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Our work focuses specifically on multilateral financing, which constitutes approximately one third of all official development assistance and up to one third of Sub Saharan African countries’ gross national income.
We chose three IFIs to explore: the World Bank, the African Development Bank, and the International Fund for Agricultural Development.  
Our selection of these three IFIs was partly driven by availability - for example, data from the Islamic Development Bank was not accessible.  
But for SSA, the WB, IFAD and AfDB constitute the vast majority of funding among multilaterals. 

While multilateral investment does not necessarily indicate how committed a government is to combatting climate change, it can demonstrate that climate protection is becoming a priority of project financing. 
And compared to countries’ stated commitments to reducing emissions, looking at multilateral investments in climate-related projects allows for perspective on broader actions toward combating climate change that have been undertaken rather than those that have simply been committed. 
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I’ll now give a brief overview of our data sources and approach. 


Data & Methodology

IFI DATABASE

Active or approved agriculture-related
financing projects as of 2022

3 specific multilaterals (World Bank, AfDB,
and IFAD)
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To look at climate funding within agricultural finance, we constructed a database of financing project data from three IFIs.
These data were taken directly from the publicly-available financing data from each multilateral’s websits. 
Only projects marked active or approved for funding were included, so as to represent the cross-section of current financing. 



Data & Methodology

COMPARISON WITH OECD

EPAR IFI dataset

o Agriculture-related financing projects as of
2022

o 3 specific multilaterals (World Bank, AfDB,
and IFAD)

 Climate projects identified by searching
project data for climate keywords

o Categorization of rural agricultural projects
(and subset of on farm projects)
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OECD ODA dataset
Climate-related ODA projects, 2000-2019

Multilaterals, bilateral, and private donors.

Climate projects identified/reported by
donors according to Rio Markers or
“climate component methodology”
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The EPAR IFI database and OECD ODA data are distinct in a few key ways. 

In addition to the donors that are included and whether the universe is agriculture or climate projects, EPAR and OECD databases identify climate-related financing differently.  

The EPAR database also categorizes projects as being related to rural agriculture based on project sector data. 
EPAR’s rural agricultural economies designation encompasses sectors which impact small-scale producers, such as infrastructure and commercializing products.  
We also flagged a subset of rural agricultural projects with an “on farm” designation, which are specifically related to small-scale land-based agriculture. 





Findings
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Before presenting our findings, I’d like to give an overview of official development assistance trends in Sub-Saharan Africa based on data from the OECD. 


CLIMATE-RELATED FUNDING TO SUB-SAHARAN AFRICA, 2000-2019 (2019 USD)

o
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e Increase In climate-related
financing from $3.4 billion in
2010 to $15 billion in 2019.

e Comparable investments in
mitigation and

Funding Commitments (2019 USD)

e 2019: 52% of climate financing
to SSA from multilaterals, 47%
from bilaterals, 1% from
private donors. 30% from World

Bank and 14% from AfDB. —
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This graph shows climate related funding to Sub Saharan Africa from 2010 to 2019 from bilateral funders, multilaterals, and private donors. 
Blue is funding specifically for climate mitigation while orange is funding specifically for climate adaptation. 
Purple indicates funding that overlaps climate mitigation and climate adaptation purposes. 
The gray line is the sum of all climate funding to SSA. 

Here we see an overall increase in total climate funding volume from $3.4 billion in 2010 to $15 billion in 2019. 
SSA climate financing features comparable investments in mitigation and adaptation, though adaptation-focused projects have begun to surpass mitigation-focused ones in the last decade.  

In 2019, 52% of climate financing to Sub-Saharan Africa was from multilaterals, 47% came from bilaterals, and 1% came from private donors.
Across all funding institutions, the World Bank and African Development Bank respectively contributed 30% and 14% of Sub-Saharan Africa’s climate-related official development assistance in 2019, and among multilaterals alone, they are responsible for 85% of climate-related ODA to SSA. 







The Organization for Economic Cooperation and Development, or OECD, has characterized official development aid in the last two decades from bilateral funders, multilaterals, and private donors as being related to climate adaptation, climate mitigation, or both. 



CLIMATE-RELATED AGRICULTURE FUNDING TO SUB-SAHARAN AFRICA, 2000-2019 (2019 USD)

e Increase In climate-related
agricultural financing from
$709 million in 2010 to ~$3
billion in 2019

)
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e Growth driven by climate
adaptation projects: 70% of
climate-related agricultural

ODA in 2019
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As a subset of total climate-related ODA to Sub-Saharan Africa, we also see an overall increase in funding volume for climate-related agriculture financing from $709 million in 2010 to nearly $3 billion in 2019. 
The growth in agricultural financing projects has largely been driven by climate adaptation projects, which constituted 70% of climate-related agricultural ODA in 2019. 
Mitigation has been a lower priority for the sector in the last decade.   

While the OECD financing database contains project-level data on climate-related agricultural development, we wanted to explore the entire universe of agriculture-related financing projects, which is broader than ODA alone. 
Our interest is in climate activity within agricultural funding, which we cannot assess from the OECD data. 




Findings
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I’ll now transition to present some initial findings beginning with the categorizations of projects related to climate change and rural agriculture.


Characterization of Multilateral Financing Projects

Universe of Multilateral Projects (N=1,846, $26.5B)

Rural Agricultural
Economies (N=505, $6.52B) Climate-

On Farm related
(N=388, (N=203,

$4.67B) $1.97B)
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Of all 1,846 financing projects in our dataset, we identified 11% as being climate-related and 27%  as being related to rural agricultural economies.
Among the 505 rural agricultural projects, 388 are related to on farm activities, which represents 77% of rural agricultural projects and 21% of all projects. 

Rural agricultural financing accounts for 25% of all annualized project funding totaling $26.5 billion.
Climate projects only represent 7% of lending at $2 billion.

*CLICK*

As our focus is on climate-related funding for agriculture, much of the rest of our analyses will pertain to spending among the 505 rural agricultural projects and its subset of on farm projects.


1. What proportion of agriculture-related lending has a climate component?

EVANS SCHOOL OF PUBLIC POLICY & GOVERNANCE
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How Much of Each Multilateral’s Rural/Agricultural Funding is Climate-related?
Climate-Related
Rural Agricultural Vi) el
Multilateral : Agricultural Projects $21M
Projects (3.6%)
N =32 N = 259
World Bank - 000
N =50 N = 140 IFAD
AfDB - 100%
N=7 N =106
IFAD . 100%
N = 89 N =505 World Bank
Total 000
AfDB
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We now address our first research question which asks what proportion of agriculture-related lending has a climate component. 

Of the agricultural projects in the database, the World Bank funds approximately half, the AfDB funding just under 30% and IFAD just over 20%. 

Across all three IFIs, 18% of rural agricultural projects are climate-related. 

In terms of rural/agricultural dollars committed to climate-related projects, IFAD commits just 3.5%, or $21 million, of its average annual agriculture-related funds to climate-related projects. 
The World Bank commits 11.5%, or $590 million, and the AfDB commits 30% and $243 million to climate-related agriculture projects. 






1. What proportion of agriculture-related lending has a climate component?

How Much of Each Multilateral’s On Farm Funding is Climate-related?
Climate-Related Total On Farm
Multilateral | On Farm Projects Projects e
N =23 N =177
World Bank 13% 100%
N =50 N = 140 IFAD
ATDB 36% 100%
N=7 N=71
IFAD 10% 100%
N =80 N = 388
Total World Bank
21% 100% P
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When we look at the narrower group of agricultural projects pertaining to on farm activities, we see similar trends in the proportions of projects with a climate component across the three multilaterals: �the World Bank contributes the largest sum to climate-related on farm projects at $505 million, 
and AfDB devotes the greatest share of annualized on farm lending to climate work. 


1. What proportion of agriculture-related lending has a climate component?

How Much of Each Multilateral’s Climate Funding is Rural/Ag-related?
Rural Ag-Related Total Climate
Multilateral Climate Projects Projects -
(100.09%)
N =32 N =58 .
World Bank 100% ol
N =50 N =138
AfDB 100%
N=7 N=7
IFAD 100%
N = 89 N =203
World Bank
Total 100%
AfDB
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When we look at all 89 financing projects related to climate, not surprisingly all IFAD climate projects are for rural agriculture, and over half of the  World Bank’s. 
Only about a third of AfDB climate lending projects are for rural agriculture, which represents an even smaller proportion of all AfDB climate financing at 23%.



Findings

2. Which countries are borrowing most for climate-related agricultural projects?

Annual Borrowing for Climate-Related Rural/Agricultural Projects
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For our second research question, we determined which countries are borrowing the most for climate-related agricultural projects. 

This figure depicts the average annual borrowing amounts for climate-related rural agriculture projects active in May 2022. 
The largest borrowers include Ethiopia at $150 million, Nigeria at $105 million, and Kenya at $102 million. 
Botswana and Zimbabwe borrowed the least for climate-related rural/agriculture work at $500,000 and $200,000, respectively. 



Findings

2. Which countries are borrowing most for climate-related agricultural projects?

Proportion of Annual Rural/Agricultural Borrowing that is Climate-Related by Nation
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The proportion of multilateral borrowing for climate-related projects among all rural/agricultural borrowing also varies substantially across sub-Saharan Africa. �
The Seychelles and Eswatini devote the largest proportions of rural/agricultural borrowing toward climate work at 100% and 70%, respectively. 

Many countries devote between 15% and 30% of rural/agricultural borrowing to climate-related projects (N = 14) and 
15 countries in our dataset have not received any multilateral financing for climate-related rural/agricultural projects (N = 15). 


3. Is climate-related agricultural borrowing correlated with a country’s climate risk?

No statistically significant relationship between a country’s Climate Risk
Index and its proportion of annual rural/agricultural borrowing that is

focused on climate.

No predictive relationship between CRI and the proportion of annualized
on-farm borrowing for climate-related projects.
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Finally, we ran a simple ordinary least squares regression to determine if climate risk is related to the proportion of a country’s agricultural borrowing that is focused on climate. 
Climate risk was represented by Germanwatch’s 2021 Global Climate Risk Index. 

We did not find a statistically significant relationship between Climate Risk Index and the proportion of country-level agricultural borrowing with a climate component, which is perhaps not surprising given we did not control for other funding drivers. 





DiIscussion
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I’ll now summarize our results and describe our future directions. 


DiIscussion

DISCUSSION

IFIs currently devote ~13% of SSA rural agricultural funding to climate.

Climate risk may be a driver of funding along with many other potential factors.

EVANS SCHOOL OF PUBLIC POLICY & GOVERNANCE
UNIVERSITY of WASHINGTON 23 %
Evans School Policy Analysis and Research (EPAR)


Presenter
Presentation Notes
This contribution provides a deep-dive into three multilateral funding institutions' financial commitments to SSA agricultural and climate projects. 

IFIs currently devote ~13% of SSA rural agricultural funding to climate, though this varies across financing institutions. 

From the recipient perspective, we’ve observed that funding for climate-related rural agriculture also varies widely across SSA countries. 
And though we didn’t find a predictive relationship between Climate Risk Index and the proportion of rural agricultural financing going toward climate, it is likely that a combination of climate risk and other factors such as political leadership and country demographics influence funding decisions. 





CONCLUDING REMARKS & FUTURE WORK

Distinguish between and within climate adaptation and mitigation projects
Merge agricultural project database with OECD climate project database

Add bilateral funding of SSA agricultural projects and additional multilateral
funding sources

Test associations of agricultural borrowing against additional measures of climate
risk and other hypothesized drivers such as FDI, public finance systems, etc.

Distinguish across financial instruments, degree of concessionality etc.
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There are many avenues for future work, depending on the research purpose.  Our initial purpose was to gain a project level look at lending for climate within agricultural development and describe, to some degree, government and IFI priorities. 

Beyond this, our initial drive will be to expand the EPAR IFI database to include project level funding from as many donors and investors as feasible.

Finally, future research may incorporate additional drivers of financing and measures of climate risk, especially those that attempt to measure the indirect impacts of climate change




Note:
The CRI is an established index that indicates an historical “level of exposure and vulnerability to extreme weather events, which countries should understand as warnings in order to be prepared for more frequent and/or more severe events in the future” (David Eckstein et al., 2021). The CRI does not include vulnerability to slow-onset changes like rises in sea level or warming ocean temperatures.
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Thank you for your time and attention. 
I’d like to acknowledge my co-authors Didier Alia, Leigh Anderson, Kelsey Figone, Basil Hariri, and Federico Trindade for their contributions to this project.
An earlier version of this work is publicly available on our website, and this work will be shared there as well in the near future. 
I now welcome questions on this work. 

https://epar.evans.uw.edu/

Findings

2. Which countries are borrowing most for climate-related agricultural projects?

Per Capita Annual Borrowing for Climate-Related Rural/Agricultural Projects
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The proportion of multilateral borrowing for climate-related projects among all rural/agricultural borrowing also varies substantially across sub-Saharan Africa. �
The Seychelles and Eswatini devote the largest proportions of rural/agricultural borrowing toward climate work at 100% and 70%, respectively. 

Many countries devote between 15% and 30% of rural/agricultural borrowing to climate-related projects (N = 14) and 
15 countries in our dataset have not received any multilateral financing for climate-related rural/agricultural projects (N = 15). 


2. Which countries are borrowing most for climate-related agricultural projects?
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The proportion of multilateral borrowing for climate-related projects among all rural/agricultural borrowing also varies substantially across sub-Saharan Africa. �
The Seychelles and Eswatini devote the largest proportions of rural/agricultural borrowing toward climate work at 100% and 70%, respectively. 

Many countries devote between 15% and 30% of rural/agricultural borrowing to climate-related projects (N = 14) and 
15 countries in our dataset have not received any multilateral financing for climate-related rural/agricultural projects (N = 15). 


GLOBAL CLIMATE-RELATED FUNDING, 2000-2019 (2019 USD)

ODA DATA FROM OECD
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Funding Commitments (2019 USD)
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The Organization for Economic Cooperation and Development, or OECD, has characterized official development aid in the last two decades from bilateral funders, multilaterals, and private donors as being related to climate adaptation, climate mitigation, or both. 

This graph shows global climate related funding from 2000 to 2019. 
Blue is funding specifically for climate mitigation while orange is funding specifically for climate adaptation. 
Yellow indicates funding that overlaps climate mitigation and climate adaptation purposes. 
The gray line is the sum of the climate mitigation and climate adaptation funding, minus the overlapping funding. 

Based on OECD’s database of funding projects in all sectors, including agriculture and others, we can see that globally, climate funding has substantially increased in the last ten years from $800 million in 2000 to $80 billion in 2019, and that climate change mitigation has been prioritized over adaptation. 
At the end of this time series in 2019, 52% of climate-related funding was from multilaterals, 45% was from bilaterals, and private donors contributed less than 1% of total climate funding.

Unlike the prioritization of climate mitigation at the global level, SSA climate financing features comparable investments in climate mitigation and climate adaptation, though adaptation-focused projects have begun to surpass mitigation-focused ones in the last decade.  
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