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Abstract 
 

Adequate financing by developed countries is essential for establishing a mechanism for Nationally 
Appropriate Mitigation Actions (NAMAs) within the United Nations Framework Convention on 
Climate Change. But the discussion on how NAMAs can be supported is largely conceptual with no 
agreed-on formulation of how to obtain financial support for them. More clarity, specifically regarding 
the expected sources of finance, magnitude of support to be made available, role of intermediaries 
involved, and institutional arrangements needed to implement NAMAs would make the regulatory 
framework more predictable. This working paper attempts to focus on three research questions in 
relation to NAMA support: 

1. Which are the expected types of NAMA finance sources? 

2. How does NAMA financing correspond to other targets of climate financing? 

3. What potential constraints for NAMA financing can be foreseen? 

It is important that a strategic approach towards deciding the focus of NAMA support be designed. 
This paper suggests one such strategic approach for supporting NAMAs: A phased approach. The 
approach takes the capability aspects of the developing countries into account and proposes a 
sharpened focus on institution building in developing countries and reducing barriers for private 
investments in the long term. Such an approach can provide a deeper engagement wherein the efforts 
of developing countries are able to result in long lasting changes. 
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Financing NAMAs 

1. Introduction: 
The discussion on how Nationally Appropriate Mitigation Actions (NAMAs) can be supported is 
largely conceptual with no agreed-on formulation of how to obtain financial support for NAMAs. 
Though “lack of definition and precedence” provides a “tremendous scope for flexibility, 
customization and innovation” (CCAP 2012), it also lends a lot of subjectivity and uncertainty to how 
NAMA shall be implemented. This uncertainty will influence decision of funding NAMAs. 

Potential funders are likely to require clarity on basic feautures of what will constitute an 
internationally supported NAMA and how their effect may be assessed while acknowledging the 
sovereignty of countries implementing NAMAs. In the course of the next few years, pilot projects will 
provide clarity on what can be included under nationally appropriate action and what is required in 
terms of stringency and comparability to attract international funding.  

This working paper explores how international support can enhance “the scale, scope and speed of” 
(Neuhoff et al. 2009) internationally supported NAMAs. We will do so by discussing a three phased 
approach for NAMA funding and implementation from 2013 to beyond 2019. 

Adequate financing by developed countries is essential for the NAMA mechanism to become 
established (Morel and Delbosc 2012). More clarity, specifically regarding the expected sources of 
finance, magnitude of support to be made available, role of intermediaries involved, and institutional 
arrangements needed to implement NAMAs would make the regulatory framework more predictable, 
so actors would not have to wait to see h ow NAMAs unfold by themselves. In particular, greater 
clarity would help instil confidence in the private sector, which is unsure about its role in supporting 
NAMAs (Upadhyaya 2012). 

This working paper assesses academic and policy literature on NAMA financing, with the specific 
objective of identifying and analyzing critical financial conditions for NAMA implementation. The 
paper will focus on the following research questions: 

• What are the expected types of sources for NAMA finance? 
• How does NAMA financing relate to other climate financing targets? 
• What potential NAMA financing constraints can be foreseen? 

 

2. NAMA Support 
NAMAs were launched under the United Nations Framework Convention on Climate Change 
(UNFCCC) as the means to undertake mitigation actions in developing countries while addressing 
their national priorities. They have already started to gain ground in developing countries, particularly 
in those that did not attract investments via the Clean Development Mechanism (CDM). They provide 
for a larger scale of mitigation actions than do CDM initiatives in developing countries. Even a 
handful of the NAMAs currently in various stages of implementation are expected to achieve far 
greater emission reductions than CDM projects have collectively have managed to achieve (Wang-
Helmreich et al. 2011, 17-18). NAMAs could therefore prove crucial for enhancing mitigation. Most 
NAMAs will require financial support, through either domestic or international funding from private 
or public sources.  
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The UNFCCC has developed a prototype NAMA registry,1 in part to match NAMA proposals with 
international support. Unlike the CDM with its Executive Board (EB), however, the NAMA 
mechanism lacks an agreed-on central agency to oversee NAMA implementation and development in 
developing countries. Therefore, what actions can be termed NAMAs, and by whom, is still an 
arbitrary matter.2 

An analysis of the NAMA database3 maintained by Ecofys indicates that no information about 
international funders is provided for 34 of the 52 listed projects. Several bilateral and multilateral 
organizations are involved in the remaining 18 NAMAs. Of the 11 N AMAs at either the 
proposal/planning or implementation stage, 10 involve international funders. However, only eight of 
the 41 projects at a conceptual stage have managed to attract any international funding (Ecofys, 2012).  

These numbers indicate a tenuous relationship between the information developing countries provide 
regarding their NAMAs and international funding made available for their implementation. These 
numbers indicate a preference to provide international funding for those NAMAs where developing 
countries are ready to share information. What remains unexplained is why – despite the option of 
defining the objectives of NAMAs as per respective national prerogatives – the uptake of NAMAs by 
developing countries has been slow? 

Part of the answer may be the lack of clarity as to what constitutes or defines a NAMA and what 
should be its guiding objectives. The reference point for NAMAs, i.e., paragraph 1 (b) (ii) of the Bali 
Action Plan (BAP), is very broad (Sterk 2010) and leaves essential elements unaddressed (Van Asselt 
et al. 2010). The institutional arrangements for implementing NAMAs are also not agreed on. This 
lack of clarity on various aspects of NAMAs, such as what constitutes them, how they are verified and 
registered, how they are funded, and how they relate to existing instruments, results in multiple layers 
of uncertainty and vagueness. This ambiguity surrounding various aspects of NAMAs is possibly a 
main reason why developing countries find it difficult to formulate NAMA proposals.  

This ambiguity affects the ability of NAMAs to attract financial support, particularly from the private 
sources that will be crucial in leveraging mitigation support for developing countries – especially 
when the relationship between CDM initiatives and NAMAs is not settled. Only three of the 52 
NAMAs listed in the NAMA database originate from China, India, and Brazil – the three countries 
that have implemented the most projects under the CDM. It may be that these key developing 
countries do not want to signal to their CDM constituencies that they are considering moving away 
from the CDM. The resulting reservations about the utility of NAMAs in these countries can make it 
difficult for NAMAs to attract private sector finance. 

2.1    NAMA discussion in the UNFCCC negotiations 
More clarity is needed to make the regulatory framework more predictable. Rather than waiting for 
NAMAs to unfold by themselves, the UNFCCC must actively foster the needed clarity, among others 
by drawing lessons from pilot NAMAs. In general, the NAMAs discussion over the last five years has 

                                                           
1 The registry has started to accept information about NAMAs seeking recognition or support for preparation, 
but has yet to receive any information on the support made available for NAMAs; regarding the early 
submission of information to the NAMA Registry Prototype, see 
http://unfccc.int/cooperation_support/nama/items/6945.php. 
2 For example, the Indian government has not yet specified any particular policy or project as a NAMA, but 
IGES indicates that India has four NAMAs (IGES 2012) and the NAMA Database maintained by Ecofys 
suggests that India has one NAMA at a conceptual level (Ecofys 2012). 
3 In the absence of any agreed-on database, this study refers to NAMA database maintained by Ecofys when 
assessing the current state of NAMA development. 

http://unfccc.int/cooperation_support/nama/items/6945.php
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focused primarily on various aspects of how monitoring, reporting, and verification (MRV) can be 
used to distinguish between NAMA types. It has been decided that both unilateral and internationally 
supported NAMAs (S-NAMAs) will be MRVed domestically, though S-NAMAs will also be subject 
to international MRV that follows the International Consultation and Analysis (ICA) guidelines for 
developing countries’ biennial update reports (UNFCCC 2011b, 43, Para 1). Parties have also agreed 
that credited NAMAs (C-NAMAs) will be subject to a much more stringent MRV process in order to 
ensure that they deliver concrete emission reductions.  

Parallel to the discussion of international MRV, guidelines for the MRV of unilateral NAMAs are 
being developed under the Subsidiary Body for Scientific and Technological Advice (SBSTA). COP 
16 decided that the mitigation achieved by NAMA actions should be expressed as deviations from 
business-as-usual emissions in 2020 ( UNFCCC 2010). How to approach the MRV of the support 
made available by developed countries is also currently being deliberated on (UNFCCC 2012b). A 
dynamic web-based prototype version of the NAMA registry has been launched by the UNFCCC to 
provide a platform for sharing information on NAMA preparation and implementation and on the 
support available for NAMAs. The registry is expected to facilitate the matching of NAMAs needing 
support with the available support (UNFCCC 2010; UNFCCC 2011b). Participation in the registry is 
voluntary, and it does not serve as an MRV tool. 

Although the criteria for MRV are not yet finalized, non-Annex I (NAI) countries submitted a range 
of voluntary initiatives after COP 15 (UNFCCC 2011a). Some of these initiatives were not labelled 
NAMAs. Decision 1/CP.16 took note of these commitments (UNFCCC 2010, para. 49) and invited 
developing countries to inform on i ntentions to implement NAMAs (UNFCCC 2010, p ara. 50). 
Decision 2/CP.17 further encouraged developing countries that had not submitted NAMAs to do so. 
With reference to these decisions, and based on decision 2/CP.16 (UNFCCC 2010, para. 51), a stream 
of workshops has been held under UNFCCC auspices since the Cancún 2010 negotiations to clarify 
the diversity of submitted NAMAs. 

While under the UNFCCC, parties are negotiating how MRV frameworks for NAMAs can be 
designed, understanding what different developing countries consider as nationally appropriate is only 
now beginning to unfold through the emergent pilot NAMAs. Given the variance in national 
circumstances, it is of course difficult to prejudge the appropriate forms of NAMAs according to a 
centralized framework. Also, since their inclusion in the climate discourse at COP 13 at Bali, NAMAs 
are in many ways developing into a potential node that connects many other agenda items. The 
boundaries aspect between NAMAs and other instruments brings in the broader negotiations context 
where these instruments may interact with each other. As the process towards agreeing on a future 
treaty will eventually have to link the various agenda items to build a coherent storyline, facilitating 
positive synergies  while minimizing conflicts and mismatches will be crucial. Funding is obviously 
pertinent for  NAMA policy integration, but understanding how it relates to Reducing Emissions from 
Deforestation and Forest Degradation and the role of conservation, sustainable management of forests 
and enhancement of forest carbon stocks in developing countries (REDD+), CDM projects, and the 
CDM Programme of Activities (PoAs) (NOAK-NEFCO 2011) is also important. 

  2.2   A phased approach: the rationale 
Without clarity on how  NAMAs can possibly be supported and on how  conditions can be made 
favourable for private sector engagement, NAMAs will be hampered from contributing substantially 
to mitigation efforts. This paper therefore tries to understand various issues related to arranging 
financial support for NAMA implementation. This working paper suggests a p hased approach for 
NAMA implementation. The argument for a phased approach is based on five factors. First, the 



 4 

finance to be made available for developing countries will come from multiple sources. Second, need 
for adaptation finance, in absence of ambitious emission reduction targets will grow. Third, in absence 
of new business models, making a case for investing private money for adaptation will continue to be 
tricky and thus public finance would be prioritized towards meeting adaptation requirements. Fourth, 
actual financial flows from developed to developing countries by means of the CDM only reaches two 
to three billion USD on an annual basis (Kossoy and Guigon 2012). Hence it will be useful to ponder 
on increasing the public finance as well as means to attract private finance for supporting NAMAs, 
also in the absence of offsets. Finally, only a h andful of developing countries have the necessary 
regulatory framework to take on mitigation actions in short to medium term as well as to attract 
private finance. Therefore NAMA support needs to factor in capability aspects. A more strategic 
approach towards deciding the focus of NAMA support would be useful. This understanding opens 
the door for a phased approach to NAMAs, an approach that underscore the importance of spending 
short to mid-term public money on l owering transaction costs hefted with required institutional set 
ups and subsequently identifying and erasing barriers for private investments in the long term. Only 
then, can NAMAs achieve their mitigation potential in the long term.  

The paper is structured as follows: Section 3 makes the case for more clarity on various aspects 
related to NAMA finance. Section 4 explores the expected sources of NAMA financing and their key 
features, while Section 5 outlines a phased approach to NAMA financing. The paper concludes by 
suggesting some parting questions in Section 6. 

 

3. Climate financing aspects of relevance for NAMA support 
Any attempt to understand how NAMAs can be financed is essentially an attempt to understand how 
finance and mitigation – two pillars of the BAP – might interact and play out in developing country 
contexts. Interaction between these two pillars will be explicit when NAMAs in developing countries 
are implemented, particularly with support extended via the Green Climate Fund (GCF). To analyze 
the potential development of NAMAs, we need to understand the aspects of climate finance that will 
be relevant for arranging NAMA finance. Understanding these aspects will help to link the discussion 
on how NAMAs can be financed with the broader discussion on climate finance and how the financial 
requirements for supporting NAMAs implementation are placed vis-à-vis other instruments that ought 
to be financially supported. Five such aspects are discussed: definition, needs, sources, amount 
available and uses. This section, by mapping out the areas of disagreement regarding climate finance, 
flags the issues that need to be clarified to ensure NAMA financing. 

3.1 Climate finance: Definitions, needs, sources, amount, uses 
How to fund adaptation and mitigation actions in developing countries is a key question addressed in 
negotiations (Sterk, Luhmann, and Mersmann 2011). The complexity of the issue is obvious from the 
fact that the High-level Advisory Group on Climate Change Financing (AGF) categorically specified 
that it “did not seek consensus on all issues and concepts” (UN 2010). Instead, the AGF report 
provides a platform for presenting various perspectives without taking any sides. This section builds 
on the many relevant questions regarding the (i) definitional, (ii) causal, and (iii) boundary challenges 
linked to financial flows4 raised by Clapp et al. (2012) and on the discussion of the climate finance 
landscape and taxonomy used by Buchner et al. (2011). The following discussion tries to highlight the 
challenges that are particularly relevant in the context of NAMA implementation. 

                                                           
4 Unless otherwise stated, “flows” refer to financial flows from developed countries to developing countries. 
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1. Definition issues: Like the NAMA, climate finance also seems caught up in discussion regarding 
its definitional aspects – “What is to be counted as climate finance?” (Watson et al. 2012). Whether 
the USD 100 billion GCF should be treated as gross or net flow is far from settled. In the GCF 
context, terms such as capital/total investment, incremental investment, and incremental costs have 
been used to clarify what the GCF should focus on. Although these terms would seem to mean 
different things, in some instances they are also used interchangeably. For example, Sterk et al. (2011) 
refer to incremental investment as “the difference between the initial investment needed for a low-
carbon asset and the initial investment needed for a conventional one”, whereas Buchner et al. (2011) 
refer to incremental costs as “financial resources provided to cover the difference between a less 
costly, more polluting option and a costlier, more environmentally-friendly and/or climate-resilient 
one”. Both essentially refer to the same thing but under different headers. The latter authors in fact do 
not actually use the term “incremental investment”, whereas the former calculate incremental costs as 
“the net present value of all related cash flows over ... [the project’s] lifetime”. Consistency is needed 
in terms of what can be considered climate finance and subsequently NAMA finance. 

2. Climate finance needs in developing countries: Before considering what can rightfully be 
considered climate finance and how it can be transferred to developing countries, we ought to discuss 
whether or not USD 100 billion is sufficient to meet the climate needs of developing countries. The 
need perspective is important, because NAMA implementation will only be successfully facilitated by 
financial instruments if they meet the needs of actors and sectors (Neuhoff et al. 2009). It seems, 
however, that the figure of USD 100 bi llion pledged by developed countries is also interpreted as 
corresponding to the sum of climate finance actually needed by developing countries to meet the 
challenge of climate change. The AGF, as per its terms of reference, “did not assess total needs for 
climate financing in developing countries” (UN 2010, para. 5). Buchner et al. (2011) and the OECD 
(2011) have also directly discussed the sources of the current flows of climate financing towards 
developing countries without considering the extent of climate financing they actually need. Despite 
the fact that “climate change support is not about aid” (Neuhoff et al. 2009), examinations of climate 
finance give the impression that it is still being viewed through an aid lens.  

What would it imply in terms of financing, if the starting point for climate finance were developing 
country needs? Naturally, the figures vary depending on how these needs are defined and priced, but 
the literature agrees that USD 100 billion does not suffice. To shift to a pathway that limits 
greenhouse gas concentrations to 450 ppm CO2 equivalents with around a 50:50 chance of meeting 
the 2°C target, Sterk et al. (2011) demonstrate, based on various estimates, that incremental 
investment needs for mitigation in developing countries will total USD 200 billion as of 2020, plus a 
need to finance adaptation measures totalling approximately USD 50 bi llion. They conclude that 
“counting the full volume of loans and private investments towards the 100 b illion commitment” 
would be “substantially undersupplying actual financial needs” (2011, 11) in developing countries. 
Morel and Delbosc (2012) also make a strong case for the inadequacy of USD 100 billion to support 
developing countries (Figure 1). If these assessments hold, we can expect strong competition between 
objectives for access to the limited sources of climate financing. 
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Figure 1: Estimated annual need for climate-related investments in developing countries.5  

3. Sources of financing: Reliable and transparent information on developed countries’ financial 
commitment is important (Morel and Delbosc 2012). In particular, what should be considered towards 
meeting their USD 100 billion commitment needs clarification (Clapp et al. 2012; OECD 2011; 
Romani and Stern 2011). The disagreement concerning what constitutes “new, additional, and 
predictable” sources of financing has been treated elsewhere (Brown, Bird, and Schalatek 2010; 
Romani and Stern 2011). The sources of climate financing for the agreed GCF are only one aspect of 
many that need clarification.  

The AGF summarizes the potential sources of climate financing in four groups: public sources of 
grants and highly concessional loans, development bank-type instruments, carbon market finance, and 
private capital (UN 2010). It emphasizes the need to have “carbon price in the range of USD 20–25 
per ton of CO2 equivalent in 2020 as a key element” to ensure that the USD 100 billion target is met. 
Buchner et al. (2011), while identifying three such sources, i.e., public, private, and offset money, 
argue that bilateral and multilateral institutions can be categorized as intermediaries rather than pure 
sources, as they are essentially financed by public funding sources. Sterk et al. (2011) also support 
this distinction.  

Clapp et al. (2012) define climate finance as a combination of (i) public and/or private, and (ii) 
national and/or international sources. There is little disagreement when it comes to sources of 
financing. As elaborated on by Clapp et al. (2012), however, several boundary issues related to these 
sources can at best only be defined as ambiguous in nature. For example, banking institutions 
combine public and private financing sources to deliver the final product, while buyers of offsets raise 
capital for their operations from both public and private sources. In such cases, it is difficult to track 

                                                           
5 Each square represents USD 10 billion. The white squares represent needs to be covered by contributions to 
the GCF. Light- and dark-grey squares represent the needs as estimated by the IEA (2008) and World Bank 
(2009), respectively, that are financially unaddressed by UNFCCC regulations (adapted from Morel and 
Delbosc, 2012). 
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the flow of financing and to link the financial support with the final outcome. What constitutes private 
finance also needs to be clarified. For predictability, it is imperative to define how much various 
sources of financing will contribute to meeting, and potentially exceeding, the USD 100 billion goal. 

4. Amount of climate finance made available: Some studies have delved deeper into how much 
climate finance has already been made available to developing countries. Several organizations are 
already tracking climate finance flows. Clapp et al. (2012) discuss in considerable detail the “what 
and how” of tracking climate finance. Most such studies focus on the specific origins of climate 
finance. For example, as per OECD (2011) estimates, public climate finance flows for both mitigation 
and adaptation are estimated to have reached USD 37 billion in 2010. The UNEP provides examples 
of bilateral financing institutions (UNEP 2011). The World Bank, in reporting on the state and trends 
of the carbon market (Kossoy and Guigon 2012), has provided information on the value and trends of 
carbon finance. Its recent reports estimate annual carbon finance flows in the vicinity of USD 2 billion 
(Buchner et al. 2011; Kossoy and Guigon 2012). However, all these figures are subject to 
interpretation. 

The final report of the CDM Policy Dialogue claims that, over the last decade, “the CDM has 
mobilized more than USD 215 billion in investments in developing countries” (CDM Policy Dialogue 
2012, 4). This implies that, on average, the CDM has successfully mobilized investment of almost 
USD 20 bi llion per year in developing countries. Similarly, Buchner et al. (2011) demonstrate that 
climate finance flows for developing countries in 2009–2010 had already reached USD 97 bi llion 
(Table 1), but it pegs the contribution by offsets at only USD 2.2 billion.6 Therefore, it is all the more 
important to understand how these figures have been arrived at and what this means for NAMA 
finance. 

Source Total 
(USD m) 

Adaptation 
(%) 

Mitigation 
(%) 

Adaptation 
(USD m) 

Mitigation 
(USD m) 

Bilateral 22,767 16% 84% 3,641 19,127 

Multilateral 14,361 3% 97% 475 13,886 

Funds 2,492 3% 97% 65 2,428 

Offsets 2,250 0% 100% 0 2,250 

Philanthropy 450 47% 53% 210 240 

Private finance 54,600 0% 100% 0 54,600 

Total 96,920 5% 95% 4,390 92,531 

Table 1: Estimated volume of mitigation and adaptation financing 2009/2010, variable according to 
the data sources (Buchner et al. 2011, 44). 

                                                           
6 The authors of the report do recognize that not all of the USD 97 billion is additional in nature, many countries 
and commentators interpret USD 100 billion to originate from public sources, there are arguments in favour of 
finance covering incremental costs rather than capital investments and that USD 97 billion includes limited 
contribution from developing countries and domestic sources (Buchner et al. 2011, 7–8). 
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5. Potential uses of climate finance: Setting aside for the moment the discussion of what should be 
considered climate finance, it is important also to understand where the funds seems to be flowing. 
This flow needs to be understood at two levels: at the priority level, which refers to the mitigation 
versus adaptation dilemma, and at the project level, where boundaries and linkages with other policy 
instruments need to be defined. With regards to the former, it is important to note that close to 95% of 
the overall financing available seems to be flowing towards mitigation, including 100% of private 
sources and offsets (Buchner et al. 2011). This implies that adaptation needs will be substantially 
dependent on public sources of financing7 unless attractive business models can be developed. A 
number of least-developed countries (LDCs) and independent organizations argue that adaptation 
should be treated on par with mitigation, especially in the long term. In the absence of attractive 
business models, however, public financing needs to flow towards meeting long-term adaptation 
needs. This implies that mitigation efforts and subsequently NAMAs would need to be supported by 
private finance after 2020.  

At the project level, it would be useful to approach NAMA boundaries and linkages to other policy 
instruments. These instruments include mitigation action already being piloted in developing 
countries and whose regulatory framework is well on its way (REDD+), various new approaches 
being formulated in the new market mechanisms (NMM) discourse, mechanisms already being 
implemented in developing countries (CDM), and other agenda items such as technological transfer, 
deployment and diffusion, and capacity building. The inter-linkages between these agenda items are 
important since, if the boundaries around NAMAs are understood in broad terms to encompass CDM 
projects, PoAs, and REDD+, as i s currently the case in NAMAs proposed by Brazil (forestry and 
CDM) and China (CDM) (UNFCCC 2012a), then it must also be clear whether or not CDM and 
REDD+ finance should also be counted as contributing to NAMA finance.  

 

3.2 What should NAMA support aim for: The co-benefit dimension 
Pilot NAMAs will be important both to feed experience into negotiations and to build capacity in the 
mid term (2016–2019), in the interest of upscaling NAMAs in the post-2020 regime. In light of 
potential post-2020 competition for public finance between adaptation priorities and enhanced 
mitigation through NAMAs, the pilot phase will be crucial in enabling a smoother scaling-up of 
NAMAs in implementing a new agreement. 

However, some fundamental aspects need to be decided by the UNFCCC, such as how to ensure that 
NAMAs are implemented in the “context of sustainable development”, as stipulated in the BAP. The 
nationally appropriate mitigation actions covered by NAMAs may well, but do not have to, 
incorporate sustainable development ambitions. The phrase “nationally appropriate” indicates that 
NAMAs are designed to address concerns other than climate protection (Linnér and Pahuja 2012). 
According to a weak interpretation of the BAP’s “context of sustainable development”, NAMAs 
should not have adverse impacts on sustainable development (either domestically or internationally); 
according to a stronger reading, they should be required to promote sustainable development co-
benefits. 

 NAMAs could have sustainable development as a primary objective and mitigation as a co-benefit. 
For example, policies and measures that together aim to increase the number of people connected to 
the electricity grid, which as an ancillary benefit may also reduce GHG emissions. The question is 
                                                           
7 For example, auctioning off allowances under the EU-ETS and taxing revenues from carbon credits  
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whether this requires a sp ecified minimum level of GHG reduction, to be counted as a N AMA? 
NAMA objectives are not restricted to having mitigation impacts, but sustainable development 
impacts as well. This will have profound consequences for funding needs and for the nature of the 
available funding. This taps into a growing debate on the overall design of the future UNFCCC 
agreement, including the role of the registry in realizing the potential of NAMAs. 

It is a f ormidable challenge for a N AMA registry to include criteria for assessing sustainable 
development (Linnér and Pahuja 2012). It is a country’s prerogative to define to the extent to which a 
NAMA should contribute to national-level sustainable development aspirations. However, when the 
proposed actions are to be recognized or supported by other countries, then a reciprocal transparent, 
non-intrusive process is needed to instil confidence in countries providing the support about the 
necessity and efficacy of the actions being supported. Failure to do so may lead to figure pointing, 
perception of inappropriate interference in internal affairs and can undermine the efforts that have 
gone to promote trust in the process. 

Many observers now also question the predominant negotiation focus on emissions caps. Instead, they 
emphasize the need to focus on development goals, and formulating emission reduction objectives as 
a co-benefit is emphasized as the most realistic way for climate change diplomacy to contribute to 
global low-carbon development (Prins et al. 2010; Winkler et al. 2002; Román, Linnér, and Mickwitz 
2012). Such measures are already visible in the national and local policies and measures that are 
emerging in both developing and developed countries. A wide range of case studies of, for example, 
biogas and electric cars in China, biodiesel in Brazil, and rice production in Mozambique (Román, 
Linnér, and Mickwitz 2012), bus rapid transport and the Renewables Initiative in South Africa (Tyler 
et al. 2011), efficient lighting in Peru (Takahashi, Zevallos, and Tolmos 2011), and a comprehensive 
national action plan for reducing GHG emissions in Indonesia (Wang-Helmreich et al. 2011), 
operating at various levels, demonstrates that development policies with pronounced mitigation aims 
as ancillary benefits can be driven at the national level. This is expected to be the case for many of the 
planned NAMAs. The question of whether or not the co-benefits will be made a requirement to be 
considered part of a NAMA mechanism or not (Linnér, Mickwitz, and Román 2012). If so, more 
work is needed on how this can be achieved. 

Although climate objectives can be effectively pursued by nationally driven sustainable development 
policies and measures, an international push via a NAMA mechanism may be important for at least 
three reasons: 1) recognition of contributions to achieving the Convention goal may be important in 
influencing national policies; 2) incentivizing support for development programs that require large-
scale funding, such as increased access to the electricity grid; and 3) highlighting negative 
externalities for sustainable development in other parts of the world that may indirectly arise from the 
NAMA activities. 

However, it is fully possible to require, at a minimum, that NAMAs should have as their baseline 
those policies and measures that contribute to, or at least do not impede, the achievement of 
sustainable development targets to which the Parties to the Convention have agreed in other UN 
agreements, such the Millennium Development Goals and, in the near future, the Sustainable 
Development Goals (SDGs) decided on at the 2012 UN Conference on Sustainable Development in 
Rio (Rio +20) and which are to be agreed upon in the next coming years.. A minimum sustainable 
development criterion could be not to impede the achievement of the SDGs, while a more ambitious 
co-benefit approach would be to require that NAMAs contribute substantially to promoting them. 
This would raise the need for financing. Depending on how  the SDGs are defined, this might 
incentivize more investments, though it could also hamper financing from other sources. As SDG 
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realization proceeds, we will better understand what they may entail for a co-benefit-designed NAMA 
mechanism. If NAMAs can include both sustainable development and climate objectives as co-
benefits, such instruments will allow developing countries to play a more active role in the UNFCCC 
while still prioritizing development. Meeting climate objectives as a side-effect of sustainable 
development priorities would imply a change in the conceptual framing of the problem, very much in 
line with the emphasis of the Rio + declaration “The Future We Want”, on achieving progress toward 
an institutional framework that can integrate the three dimensions of sustainable development “in a 
balanced manner and enhance implementation” (UN 2012, para. 75). It would also imply revisiting 
the constituents and functioning of climate finance. 

3.3 What it all means for NAMA financing 
Article 4 of the Convention and article 11 of the Kyoto Protocol mandate the parties listed in Annex II 
of the Convention to provide “new and additional” sources of financing to developing countries 
(Sterk, Luhmann, and Mersmann 2011). The BAP also recognizes finance as one of the four building 
blocks of the future climate regime (UNFCCC 2007), while suggesting that NAMAs need to be 
“supported and enabled by technology, financing and capacity building, in a measurable, reportable 
and verifiable manner”. Subsequently, the developed countries agreed to raise USD 30 billion as part 
of a fast-start finance package and to commit to “mobilizing jointly USD 100 billion dollars a year by 
2020 to address the needs of developing countries” (UNFCCC 2009). A number of reports and studies 
since then have tried to identify how this USD 100 billion can be mobilized. Notable among these is 
the report by the High-level Advisory Group on C limate Change Financing, which concludes that 
mobilizing USD 100 billion is “challenging but feasible” (UN 2010, para. 21). In contrast, a number 
of studies have indicated that the amount of funding needed in developing countries is far more than 
USD 100 billion (see section 3.1.2). 

It is important to note here that the figure of USD 100 billion a year by 2020 includes support – 
though inadequate – for both mitigation and adaptation. This money will be raised from many 
sources, but how much is to be raised from what financing sources is not specified. Buchner et al. 
estimated that financial flows had already reached USD 97 billion by 2009–2010 (Table 1). Three key 
aspects relevant to the purpose of this paper stand out from the figures displayed in Table 1. First, 
more than 50% of this money was raised from private sources. Although developing countries have 
emphasized that private financing sources are unpredictable, the above figure implies that even 
without long-term clarity on a r egulatory framework, private sources are playing a b igger role in 
providing climate financing than are public sources. This raises fundamental questions about the real 
need for the “missing” regulatory framework. Before making this judgement, however, it is important 
to understand what constitutes private finance.8 Second, the private sources and offsets are thoroughly 
dedicated to mitigation efforts. Adaptation has so far failed to attract private funding and is totally 
reliant on publ ic or philanthropic financing. This means that, in the long run, public funding must 
meet adaptation requirements (which will be much higher than they are now), so NAMAs, faced with 
limited public funding capacity, may need to depend on private sources. Third, the financing provided 
by offsets on a n annual basis is less than 3% of the total amount, less than USD 3 bi llion, made 
available to developing countries to date (Buchner et al. 2011; Kossoy and Guigon 2012). This brings 
home two important points about climate financing: the importance of offsets in making funding 
available to developing countries is often overstated, and private finance does not seem dependent on 
carbon markets to mobilize capital for climate finance. Private sector seeks clarity on their role in 
implementation of NAMAs (Upadhyaya 2012, 34) . It is also important to consider the last point in 
                                                           
8 We do not explore this matter as it is beyond the scope of this paper. 
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conjunction with claims made in the CDM policy dialogue that, in the last decade, the CDM alone has 
“mobilized more than USD 215 billion in investments in developing countries”. Most of these funds 
come from domestic sources that have been leveraged by the CDM projects (CDM Policy Dialogue 
2012, 46). It is unclear how this total was arrived at, and the report does not specify how much of it 
came from new and additional foreign investments. However, the report concludes that “the share of 
projects with foreign investment has been rising as project size has increased and the industry has 
grown” (CDM Policy Dialogue 2012, 46) . 

Faced with the expected increase in energy demand and the worrying trend of increased carbon 
emissions worldwide, partly due to the development of major emerging economies, an unprecedented 
drive to promote innovation in low-carbon energy technologies is needed. The question is to what 
extent NAMA financing can contribute to achieving this. Experience indicates that it is impossible to 
implement an emissions price that is sufficiently high to spur the needed innovation (Galiana and 
Green 2009). Therefore, C-NAMAs may only be able to target the “low-hanging fruit” when it comes 
to emission reductions. Private actors also tend to be restrictive in investing in knowledge production 
to support innovation (Azar and Sandén 2011). Public finance is thus required for the long-term and 
risky efforts needed for the research, development, demonstration, and deployment (RDD&D) of low-
carbon energy technologies. However, the emission reduction contributions of such NAMAs would 
be very difficult to assess even in retrospect, and even more difficult to MRV ex ante, as may be 
required to ensure financial support. 

The above discussion brings out four relevant points for NAMA financing: 

1. It remains to be clarified whether NAMAs need the real transfer of funds or whether the 
mobilization of financing would suffice.9 In the latter case, NAMAs should definitely not be 
dependent on offsets to attract private investment. 

2. There is no concrete information on where the bulk of financing for NAMAs would come 
from. 

3. There is a lack of clarity on how much of the USD 100 billion GCF would be made available 
for NAMA implementation. 

4. Extrapolating current figures, adaptation would be solely dependent on public sources of 
financing in the future. Since the need for adaptation financing would increase in the long 
term, less public funding would be available for mitigation actions. Hence, for the long term, 
NAMAs need to develop a regulatory framework that is open to private sources of financing. 
How this can be made possible is discussed in section 5, which suggests a phased approach to 
NAMA implementation. 

NAMA implementation cannot be expected to attain multiple, country-specific objectives while 
reducing emissions without clarity on the four points noted above. Without such clarity, NAMAs may 
still achieve emission reductions, but it would be difficult to appreciate their contribution to achieving 
qualitative objectives such as sustainable development. It would also be useful to discuss the matching 
of individual NAMA-specific objectives and funder expectations; the NAMA registry could play a 
greater role in this, rather than serving merely as a reporting platform (Linnér and Pahuja 2012). 
                                                           
9 In our understanding, transfer of funds refers to the actual money being transferred from developed to 
developing countries. One such example may be the carbon finance used to buy offsets from developing 
countries which is estimated at less than USD 3 billion. Mobilization of finance in our understanding refers to 
the money that has climate as only on if its components. For example: Investment in some sort of 
infrastructure which also provides climate benefits. 
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4. Expected funding sources and institutional setups 
NAMAs are expected to be supported by multiple sources and to be differentiated based on the type 
of support. This support will flow via various intermediaries and channels, making it difficult to track. 
The NAMA registry will definitely play a crucial role in keeping track of these transactions, but the 
ease of doing so will vary depending on t he funding channel (Linnér and Pahuja 2012). Figure 2 
identifies the potential sources of NAMA financing, the channels by which funding from each source 
can flow, the potential focus of these channels, and the subsequent relationship with the type of 
NAMA supported. A registry can easily track the public sources from Annex I (AI) countries and 
their usage, but it may not be able to keep track of the AI private sources, particularly via market 
mechanisms such as the CDM, as the prices offered are over-the-counter (OTC) and not exchange 
determined. 

 

 

Figure 2: Sources of NAMA financing and their relationships with different NAMA types. 

4.1 Expected sources of NAMA financing 
The funding sources depicted above differ in their features, some of which are discussed below: 

1. Domestic sources of financing: NAMAs supported by the funding sources of NAI parties 
themselves would fall into the U-NAMA category. Contributions from these sources would 
ideally not be counted towards meeting the USD 100 bi llion pledge. National climate change 
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policies would be the drivers of these NAMAs and would develop national-level institutions to 
keep track of NAMA support and implementation.  

 
2. Developed countries’ public sources: NAMAs supported by developed countries’ public 

funding sources would be categorized as S-NAMAs. This financial support is expected to flow 
through two primary funding channels: multilateral institutions (including the GCF, UN agencies) 
and bilateral institutions. Some of the key features would be: 
2.1.  GCF: GCF would develop as the central multilateral funding channel. We expect that public 

support for adaptation measures in developing countries will primarily flow through the 
GCF, particularly in the long term. In the medium term, this NAMA support would primarily 
go towards developing S-NAMAs with the prime objective of investing in removing barriers 
and creating institutions open to private sources of financing. This flow should be fairly easy 
to track. 

2.2.  Bilateral institutions: The efficacy of the bilateral channel would depend on the structuring 
of NAMA implementation agreements between any two countries. The priorities of the 
country providing support would be reflected in the choice of NAMAs implemented. A 
developed country in need of offsets may choose to support C-NAMAs, but the price of the 
offsets would determine the extent of financial support made available to such NAMAs. In 
the case of stringent targets, the carbon price would be high and this would be reflected in 
greater flows of funding for C-NAMAs. How the bilateral transactions will be reflected 
within the UNFCCC framework as to ensure the transparency of the process, remains to be 
seen. 

 
3. Developed countries’ private sources: Private funding from developed countries is expected to 

flow primarily towards meeting mitigation needs. It would be important to define what exactly is 
considered private finance. This funding source would probably operate outside the UNFCCC 
framework and would be difficult to track. Being dependent on v arious external factors, these 
financial flows may not be predictable. Nevertheless, it would be important to address barriers to 
ensure greater private sector participation in supporting NAMAs from 2020 onw ards, to make 
public sources available for adaptation purposes. Private sources are expected to use the following 
channels: 
3.1.  Capital investment: Private sources can continue to invest in developing countries 

following the usual business models. However, whether or not NAI countries are open to 
private sources of financing for implementing S-NAMAs remains to be seen. It might prove 
difficult to distinguish between business-as-usual investment and investment designed 
specifically to support NAMAs when using this funding channel. 

3.2.  Carbon markets: Depending on the transaction costs involved, private sources could play a 
crucial role in making C-NAMAs happen. C-NAMAs are suggested to provide funding ex 
post, whereas NAMAs, being government driven, would need funding ex ante. The finance 
flow through this channel would be directly dependent on the developed countries’ pledges. 
These two factors could constitute a limiting condition for implementing C-NAMAs. It 
would also be difficult to track the finance flowing through this channel, but the funding 
focus would predominantly be mitigation. 

 
4. Mixed sources: Beyond the funding sources detailed above, unforeseen partnerships could well 

emerge as a means to support NAMAs. These would particularly involve public–private 
partnerships (PPPs), which join together multiple sources of financing. Depending on the 
understanding among the partners, they could take the shape of any NAMA type. 
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4.2. Key parameters of NAMA finance sources 
NAMA finance sources perform differently across the values of various parameters, such as 
MRVability, additionality, predictability, and scale of flow. These differences in performance could 
be the key to matching NAMAs with appropriate sources of available funding. If an implementing 
country wants to be sure that the funding it offers is new and additional, then it may prefer the GCF, 
as this would ensure the high MRVability and additionality of the finance made available. A NAMA 
requiring a large investment could seek private sources of financing, but this would entail 
relinquishing long-term financing predictability; for high financing predictability, the implementer 
would be better off seeking domestic and bilateral sources of financing. PPP and bilateral funding 
sources can seek a fine balance between financing availability and predictability, while ensuring that 
the funding is new and additional. Domestic sources can also meet some of these conditions, but their 
performance varies from country to country. Private financing sources can provide large-scale funding 
but cannot ensure strong performance across a range of parameter values. Funding from the carbon 
market appears to be a high-risk option. Private funding sources and carbon markets can facilitate the 
low-carbon transition only in the long term, provided other sources of NAMA financing can 
successfully support institutional setups in the transitional period and also provided that complex 
transactions are dealt with satisfactorily. The GCF, by virtue of being a multilateral entity, can ensure 
the transparency and scale of the financing needed to support NAMAs. Its ability to ensure the 
predictability of NAMA financing will be dependent on t he ability and willingness of various 
financing sources to channel their funding through it. Table 2 below provides a matrix of funding 
channel parameters that can be used in understanding the performance of various funding channels 
across various parameter values.10 

NAMA Finance Domestic GCF Bilateral Private Carbon 
markets 

PPP 

Flow expected Low High Medium High Low Medium 

Predictability High Medium High Low Low Medium 

MRVability Low High Medium Low Low High 

Additionality Medium High Low Low Medium Medium 

Double 
counting 

Low Low Medium Medium Medium High 

Primary 
NAMA type 

U-
NAMAs 

S-
NAMAs 

S/C-
NAMAs 

C/S-
NAMAs 

C-
NAMAs 

All NAMA 
types 

Table 2: NAMA financing – Matrix of possible performance across funding channel parameter 
values.  

Although several financing options are available, some are better suited for certain kinds of NAMAs. 
Some of these options are better suited for investing in institutions, whereas others may be better for 
investing in emission reduction. NAMAs will evolve over time, so it is advisable to implement them 
in phases. The phases will vary depending on how support is made available to fund the NAMAs. The 

                                                           
10 The values provided in the table are rough estimates based on authors’ efforts to think through the relationship 
between sources of NAMA Finance and various parameters. In-depth research to better appreciate the linkage 
between various funding channels and their performance is further needed. 
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above table does not reflect national circumstances, so, at this stage, it is difficult to pinpoint which 
NAMA finance mode will be best suited for which phase. Nevertheless, we expect the performance of 
different channels to vary from country to country, so it would be better to prepare for a more 
dynamic system that takes into account the capability of implementing countries. We suggest a phased 
approach to supporting NAMAs depending on the availability of the finance modes that we foresee as 
available in the near to medium term. 

 

5. NAMA support: A phased approach 
Since the developed country Parties’ pledges in Copenhagen 2009, to raise fast start finance of USD 
10 billion a year between 2010 and 2012 a nd USD 100 bi llion a year from 2020 onwards, many 
questions have remained unanswered. As addressed above, Sterk et al. (2011) foresee that the need for 
adaptation will be roughly USD 50 billion by 2020. Private money and carbon financing is unlikely to 
cover any or a noticeable proportion of this need (Buchner et al. 2011). If half of the long-term 
finance is earmarked for adaptation projects, as is assumed in the present paper, this would translate 
into public money being prioritized to address adaptation needs. At the same time, if the emission 
reduction targets remain at current levels, the need for adaptation will definitely increase. Enhanced 
mitigation is therefore also essential as a strategy to avoid increased need for adaptation financing in 
the longer term. As the climate system reaches its limits, the need to undertake adaptation measures 
will increase. However, time lags in the system allow for public money to be spent on mitigation in 
the short to medium term. 

In order to contribute to an increased global ambition to pursue mitigation in the long run, NAMAs 
will need more investment than is currently directed towards mitigation in developing countries. 
Given the increasing need for public financing of adaptation, the timeframe for using public money to 
fund NAMAs is limited. The following suggests a phased approach in which making NAMAs 
receptive to an increased flow of private investment in the long term begins after the end of the fast 
start finance period (2012) and before long-term finance (after 2020) starts operating. No pledges 
have been made for finance in the mid term (2013–2019), but it is assumed that medium-term finance 
will be characterized by an increase of public and private money from USD 10 billion annually in 
2012 to a minimum of USD 100 billion annually as of 2020.  

We propose that NAMA financing can be divided into three financing periods: the short-term phase 
(2013-2015), the medium-term phase (2016–2019), and the long-term pledged financing phase (after 
2019). Furthermore, adaptation will be prioritized by public funds made available by donors and will 
be increasingly prioritized if emission reduction targets are not ambitious enough. This understanding 
opens the door to a phased approach to NAMAs, an approach that underscores the importance of 
spending short- to medium-term public money on lowering transaction costs and establishing the 
required institutional setups and subsequently identifying and erasing barriers to private investment in 
the long term.  

The period 2013–2015 will be marked by insufficient clarity on NAMAs in the UNFCCC. 
Developing a phased approach to NAMAs must therefore be carefully attuned to the development of 
international negotiations. For this reason, it is advisable to focus on capacity building in the time 
period 2013-15. The second phase, starting in 2016, when the UNFCCC is expected to deliver a new 
agreement including NAMAs will focus on a dapting and strengthening institutions to support the 
agreed-on outcomes.  
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For the phased approach, we assume that financing will increase gradually in the medium term, 
eventually reaching a minimum of USD 100 billion a year by 2020. Although there is currently little 
clarity as to how the available funds will be divided between adaptation and mitigation, the G77 and 
China strongly maintain that these two aspects should be approached in a balanced manner (ENB 
2012, 10; Oxfam 2010). In any case, a significant share of new multilateral funding for adaptation is 
likely to flow through the GCF. Therefore, phase 3 as described here assumes an expenditure ratio of 
1:1 on mitigation and adaptation by 2020, which is aligned with the developing country position and 
the identified median need for adaptation in 2020. 

Funding Sources: Figure 3 assumes that USD 30 billion will be available as part of fast start finance 
at the beginning of 2013. We assume that two thirds of this funding will come from public sources 
and the remainder from private sources.11 These sources would grow over time to meet the USD 100 
billion goal by 2020, when 50% of the funds would come from public sources and 50% from private 
sources. 

 

 

Figure 3: A scenario of sources and targets of climate finance. NAMA implementation and availability 
of finance on annual basis – A phased approach 

Finance target: At the beginning of 2013, on ly a sixth of the available financing will go towards 
adaptation. Most of this, in excess of USD 25 billion, will be made available for mitigation activities. 
In the absence of ambitious mitigation targets, however, the need for adaptation will increase. This 
increase will be gradual, which is why in 2016, one third (or USD 20 billion) of the available funding 
will be made available for adaptation. We assume that both mitigation and adaptation will be equal 
priorities by 2020, so the USD 100 billion in financing will be equally divided between them. In sum, 
the ratio of adaptation to mitigation would increase from 1:5 in 2013 to 1:1 in 2020. 

Phase 1 (2013–2015):  

In 2013–2015 – the first phase – public finance needs to be channelled to support pilot NAMAs. In 
the pilot phase, public money should be channelled towards meeting the dual objectives of (i) building 

                                                           
11 We consider offsets to be part of both public and private financing, albeit in varying proportions. 
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capacity to feed practical experience regarding institution building into the UNFCCC negotiations and 
(ii) identifying and overcoming barriers to private investment without offsets. Private money needs to 
take over the bulk of NAMA finance by 2020, as the need to spend public money on adaptation will 
gradually increase up to 2020 to meet the adaptation needs estimated by Sterk et al. (2011). Offsets 
have so far been a controversial alternative to starting mitigation in developing countries, so it seems 
more favourable to find avenues that leverage private investment without offsets. 

As experience is built into the negotiations, and clarity is increased through transacting business 
between COPs, pilot projects should be aligned with the emerging regulatory circumstances fostered 
by the UNFCCC. It is important to keep the pilot NAMAs close to the negotiating context so that the 
experience so gained remains relevant to the negotiating context. It is also important to prevent a gap 
from forming between the emerging implemented NAMAs and the final regulatory framework 
expected from COP21 in late 2015. 

Phase 2 (2016–2019): 

By the end of 2015, we assume that the UNFCCC will have delivered more clarity regarding the 
overarching framework and NAMA implementation. This follows from the UNFCCC requirement, 
under the Durban Platform, to finalize a new agreement by 2015 f or full implementation in 2020. 
Spending public money on NAMAs in the second phase (2016–2019) should therefore focus on 
aligning existing institutions developed in the first phase with the final agreed-on outcome expected 
of COP21, and on scaling up best practices developed in phase one. It is important that the second 
phase see the prompt start of NAMAs to be carried into the implementation phase after 2019, that the 
public money spent in the first and second phases successfully finance the institution building in 
developing countries, and that obstacles to private investment in NAMA implementation be identified 
and addressed. Public funding should also be incentivized to target long-term, high-risk projects with 
the potential to bring systemic change in favour of low-carbon energy use, such as RDD&D or large-
scale, low-carbon infrastructure investments, which will be more difficult to finance privately. 

Phase 3 (after 2019): 

By 2020, l ong-term NAMA finance should be a r eality and the new agreement should be fully 
implemented. If we assume that long-term financing will be spent in a 1:1 ratio on mitigation and 
adaptation, and that the private sector will continue to display little interest in investing in adaptation, 
then all the public money that goes into long-term finance will likely be consumed by adaptation 
needs (Sterk, Luhmann, and Mersmann 2011). 

In the third phase, mitigation and subsequently NAMA implementation must therefore be driven by 
private finance or by an increased will in developed countries to mobilize more public money to target 
long-term and risky investments with potentially high impact. Readiness for NAMA implementation 
should already have been established in phases 1 and 2 of NAMA development, in which the costs of 
establishing the necessary infrastructure for NAMAs will have been covered by public funding, so 
that NAMA finance from 2020 onw ards can flow from private sources into concrete NAMA 
proposals for implementation. 

Figure 4 presents key features of the various phases. 
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Figure 4: NAMA implementation and availability of finance – A phased approach  

The phased approach to NAMAs proposed in this working paper is driven by acknowledging the 
increasing need for adaptation as time proceeds. The need for adaptation after 2019 will likely require 
the lion’s share of the available public money. Therefore, before the need for adaptation reaches these 
heights, public money should be spent wisely to leverage private investment and cover high-risk 
RDD&D that can lead to potential systematic change. What will be useful is to invest in institutional 
arrangements that ensure that developing countries are not locked into high-emission infrastructure. 
However, it should also be acknowledged that to have even a 50% chance of achieving the two-degree 
goal by 2100, the USD 100 billion annually for which adaptation and mitigation will compete will not 
take the world far. Assuming that finance made available is not raised considerably in the near future, 
our approach underscores the importance of spending public money in the short and medium terms to 
ease the flow of private money in the long term. How suited initial NAMAs is to bring down the 
institutional costs remains to be seen. It may diverge from other nationally appropriate short term 
objectives. 

 

6. Concluding remarks 
This working paper scrutinizes the academic and policy literature on NAMA financing for discussion 
of the critical financial conditions affecting NAMA implementation. In doing this, we have turned our 
attention to three areas: The expected sources of NAMA funding, how NAMA financing corresponds 
to other climate finance targets, and the potential constraints foreseen with regard to NAMA 
financing. 

Greater clarity is needed regarding available sources of financing. The UNFCCC parties have agreed 
on providing USD 100 billion annually for the GCF, some of which will be directed towards funding 
NAMAs, though whether this amount is to be treated as gross or net flow is not yet settled. How these 
funds are accounted for, i.e., the proportions considered as capital/total investment, incremental 
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investment, and incremental costs, determines the amount available for funding, which in turn will 
have implications for the amount of funding available to support NAMA implementation.  

Furthermore, to determine the role of climate finance in supporting NAMAs, we need some notion of 
the financing needs. We also need to understand what other instruments NAMAs will compete with 
for climate finance. Estimates vary depending on the needs identified and how they are priced. In the 
literature we accessed, estimates range between USD 63 and 600 billion annually for mitigation and 
between USD 4 and 105 billion annually for adaptation.12 Although the range is large, the literature 
has one common denominator: If the 2°C goal is not to be exceeded, the pledged USD 100 bi llion 
annually is insufficient, unless developed countries substantially increase their willingness to support 
mitigation and developing countries increase their willingness to support unilateral NAMAs. To attain 
clarity on NAMA finance we also need a clearer picture of how various sources of financing, i.e., bi- 
and multilateral sources of public finance, carbon markets, and private capital, can be expected to 
contribute towards the USD 100 billion goal. 

This paper highlights three key aspects of finance sources: First, even with insufficient clarity on the 
long-term regulatory framework, private sources seems contributing to a greater proportion of climate 
finance than the public sources. One conclusion is that the “missing” regulatory framework would be 
superfluous in any case, and that the need for clarity has been overrated. However, that is 
counterfactual, as we do not yet know whether current investments are being incentivized by 
expectations of a regulatory framework, or whether the creation of such a framework could further 
spur private investments. In any case, we are falling short of the amounts that would actually be 
needed.  

Second, as the annual flows from offsets still contribute less than 3% of the total volume of climate 
finance for developing countries, offsets will play a very limited role. Certainly, private finance is not 
dependent on carbon markets. Factors such as favourable policy environment in a country will be a 
much more important factor to attract private finance. Furthermore, experience indicates that it is 
impossible to set an emissions price that is sufficiently high to spur investments in innovation on a 
scale that could fundamentally increase carbon intensity and energy efficiency. NAMAs funded 
through private or carbon market sources may only be able to target the “low-hanging fruit” when it 
comes to emission reductions. Public finance is thus required for the long-term and risky RDD&D 
efforts for low-carbon energy technologies. However, this raises the question of the MRVability of 
NAMAs. The emission reduction contributions of such RDD&D NAMAs would be very difficult to 
assess ex ante using a registry to ensure financial support. That is why it will be useful to focus on co-
benefits that such NAMAs can provide, most importantly in short to medium term. 

Our third finding regarding sources of financing also relates to the broader second question we want 
to consider, i.e., how NAMA finance is aligned with other targets of climate finance. The USD 100 
billion a year by 2020 figure includes support for both mitigation and adaptation. Private funding and 
offsets are dedicated exclusively to mitigation efforts, as adaptation has failed to attract private 
funding other than philanthropy. Consequently, unless private adaptation finance is incentivized, 
adaptation measures will have to rely on publ ic finance, which will reduce the portion of public 
climate financing available for mitigation.  

                                                           
12 The years to which the calculations apply vary. 
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Therefore, the role of pilot NAMAs is crucial, both to feed experience into the negotiations and to 
build capacity in the mid term (2016–2020) to scale up NAMAs post 2019, such that NAMAs are 
receptive to private sources of financing. Developing countries – particularly those that benefitted 
from the CDM – have been slow to take up NAMAs. Lack of clarity on how NAMAs would relate to 
the CDM may be a key reason for this. This observation underlines the need to address the boundary 
aspects of NAMAs in relation to other policy instruments such as REDD+ and NMM. Whether 
NAMAs will be restricted to mitigation objectives or whether they should have sustainable 
development goals as explicit objectives also has profound consequences for funding needs and for 
potentially available financing. 

Finally, at this stage, we discern four financial constraints that could hinder NAMA implementation. 
First, clarity is needed as to whether the present discussion refers to the real transfer of funds or 
whether mobilization alone would suffice. As we have highlighted with the example of the CDM, 
there can be a h uge disparity in the amounts captured by transfer versus mobilization. The actual 
annual financial flows in the case of the CDM have hovered around USD 2 bi llion, whereas the 
finance mobilized by means of the CDM has been estimated by the CDM Policy Dialogue at USD 
215 billion in the last decade alone. This translates to variance by a factor of ten, which could lead to 
a greater trust deficit.  

Second, despite the present discussion of the various sources of NAMA financing, at this stage, we 
cannot identify any one financing channel that would be responsible for the bulk of NAMA financing.  

Third, the GCF seems to be a channel with the potential to handle a major portion of this finance 
while meeting the MRV requirements and maintaining the high degree of transparency associated 
with both the support and implementation of NAMAs. However, it would be premature to estimate 
how much of the USD 100 billion GCF would go for NAMA implementation. This is because of the 
fourth and the last constraint that we foresee.  

NAMAs would need to compete with other instruments for the same sources of financing. We 
acknowledge that, due to the current financial turmoil, public sources alone may be unable to raise 
USD 100 billion for the GCF, even more so if the ambitions are raised. As adaptation has failed to 
attract private finance, we believe that, in the long term, public finance should be mobilized towards 
prioritizing adaptation. In such a case, all the mitigation instruments, including NAMAs, would need 
to develop a regulatory framework that is receptive to private sources of financing.  

To make NAMAs amenable to private sources of financing in the long term, we suggest a phased 
approach. NAMA financing needs to be divided into three phases, i.e., the short- (2013–2015), 
medium- (2016–2019), and long-term (after 2019) phases. The period of short- to medium-term 
financing (2013-2019) would focus on NAMA development. The short-term phase would focus on 
capacity building, while the second phase, starting in 2015, when a new UNFCCC agreement is 
expected, should aim at fine-tuning and scaling up the agreed-on NAMA mechanism. We assume that 
medium-term finance will be characterized by an increased flow of public and private finance, raising 
the annual figure of USD 10 billion in 2012 to USD 100 billion in 2020. The ratio of adaptation to 
mitigation in climate financing in our scenario would increase from 1:5 in 2013 to 1:1 in 2020. 
Therefore, the public funding available in phases 1 and 2 should primarily aim to leverage the private 
financing of NAMAs in phase 3. 

The most important conclusion is that there is a need to develop a framework that makes NAMA 
amenable to private support in the long term. A number of developing countries do no t have the 



 21 

institutions, capacity, or favourable circumstances to attract private financing. In the short to medium 
term, NAMA financing needs to focus on capacity and institution building in developing countries so 
that NAMAs – in the long run – are able to draw on multiple financing sources. 
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