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Executive summary 

Overview 

What is climate finance? Despite the importance of this question, and recent claims that 

developed countries1 have reached the goal agreed in 2009 to provide US$100 billion of 

climate finance,2 there is no agreement on how it should be defined. This has not only led 

to doubts about the true value of finance raised, but also contributed to a breakdown of 

trust between developed and developing country Parties to the United Nations Climate 

Change Convention (UNFCCC). This year the Parties come together to agree on the 

New Collective Quantified Goal (NCQG) to replace the US$100 billion goal, and the 

question of how progress towards it should be measured must be at the centre of the 

debate, not an afterthought.  

This report combines insights from climate finance experts (from national governments, 

the OECD, UNFCCC and civil society organisations), as well as analysis from 

Development Initiatives (DI) to highlight where consistency is lacking in climate finance 

reporting – over time, within and between donors. It sets out recommendations that we 

hope will help providers adopt the best-practice practical steps they can take to drive 

consistency in their reporting and help build a trusted and transparent climate finance 

data system. These include: 

• greater consistency in how climate finance is defined and reported, 

• better shared review and auditing processes, 

• better reporting on impact, to build a stronger understanding of whether funding is 

enough and well targeted, and 

• approaches to remove the capacity constraints that might limit the 

implementation of these changes. 

It will also be of interest to countries that themselves receive climate finance and 

advocates looking to ensure the system works for everyone, focusing minds on the first-

best solution to the problem: a single clear definition, supported by a transparent 

reporting system. 

Key findings 

Inconsistent measurement has eroded trust and made it difficult to track 

progress 

A measure of climate finance should allow us to track progress over time, compare how 

providers are helping partner countries achieve their climate goals, and establish how 

close we are to meeting needs. However, inconsistency in measurement means that the 

current estimates of climate finance fail on each count: 
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• Lack of consistency over time: The lack of a common definition of climate 

finance has allowed providers to adapt their methodologies for tracking it in order 

to meet political targets more easily. Even where providers have not explicitly 

changed their methodologies, the subjectivity involved in assessing how much of 

a project should count as climate finance has allowed reporting to become much 

looser over time. This means that we do not know by how much climate finance 

provision has increased. While the Organisation for Economic Co-operation and 

Development (OECD) estimates that US$115.9 billion3 was provided in 2022, 

compared to US$52 billion in 2013, much of this increase may have come from 

reporting changes.  

 

For example, we know that when the US$100 billion goal was agreed in 2009, a 

large share of bilateral aid was not screened for its impact on climate. That 

means that developed countries must have been spending more on climate 

finance than the data shows. This might be a good thing, but it nevertheless 

implies that the increase since then has been smaller than official numbers 

suggest. Furthermore, there is evidence suggesting that more projects would 

have included as climate finance in the past if judged by today’s standards.4 

 

• Lack of consistency across providers: Different countries count similar 

projects in different ways, and so their estimates of climate finance provision are 

not comparable. This makes it impossible to accurately assess which countries 

are providing climate finance support that matches their means.  

 

For example, some countries counted Covid-19 response measures as 

adaptation, whereas most did not. Some countries are counting core 

contributions to certain trust funds as having a principal climate focus, while 

others do not deem such contributions relevant to climate finance. More 

systematically, when Development Initiatives and other researchers used 

machine learning models to assess climate finance against a common 

benchmark, it showed dramatic variation in the quality of reporting across 

countries.  

 

• Lack of comparable measure of need: We know that the need for climate 

finance is huge. But because there are so few restrictions on what activities 

providers can claim as climate relevant, we cannot have confidence that the 

finance reported is really addressing those needs.  

There is even a lack of consistency in the data countries self-report to different 

organisations. Differences in the point of measurement for reporting to the UNFCCC and 

OECD mean that although these databases contain information on largely the same 

projects, they do not provide a consistent picture of climate finance.  

The Paris Agreement requires data on climate finance to be reported to the UNFCCC, 

and so it should be a more authoritative and comprehensive source. However, the 

information currently submitted to the UNFCCC by providers is insufficient to determine 

why some projects are included as climate finance, how much has actually been spent 

towards commitments made, or even what it means to have made a commitment. This 

lack of detail means it is rarely used.  
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By contrast, data reported to the OECD is carefully curated but lacks crucial information 

on flows beyond official development assistance (ODA) and on the share of project 

expenditure reported to the UNFCCC as climate finance.  

A common definition is the first-best approach, but other steps can be 

taken that would improve consistency 

The best way to ensure that climate finance is being measured consistently across time 

and providers is to agree on a common definition that is based on a common 

understanding of need – but agreeing on a definition that has sufficient detail would need 

huge political will. In submissions to the UNFCCC Standing Committee on Finance 

(SCF), developed countries have argued that a common definition is unnecessary. 

However, other definitions that guide providers in specific circumstances do exist and add 

value, such as the ASEAN Taxonomy for Sustainable Finance, or the Climate Bonds 

Taxonomy. 

This report therefore explores ways in which consistency in reporting could be improved 

in the immediate absence of a definition, based on interviews with a number of climate 

officials from developed countries, ex-officials and development finance experts at the 

OECD. These recommendations have been developed to be politically and technically 

feasible (some are already being implemented by some provider agencies). While they 

are second-best to a full, detailed definition, we hope that they could improve the state of 

reporting, and so heighten the impact of the NCQG, while discussions on definitions 

continue.  

Recommendations  

1. Transparency requirements need to be expanded 

Three basic additions to the UNFCCC transparency requirements would give greater 

clarity: 

• Countries that calculate the percentage of a project's funding that is counted as 

climate finance (climate share) on a case-by-case basis should be required to 

report the percentage of the total project value that is included as climate finance. 

• Countries should not only agree on a standard, stricter definition of ‘commitment’ 

to engender trust that such commitments will lead to actual spending, but also 

track this spending against corresponding commitments made (in a way easily 

distinguishable from new commitments, to avoid double counting). 

• Countries should provide links to project documentation for projects over a 

certain value. And where projects are also reported to the OECD, countries 

should provide project codes to allow linking between databases.  

2. Climate finance assessment should be as granular as possible 

Aggregated assessments make it hard to know if the amount of climate finance counted 

reflects the true nature of the project. More granular assessments that assess the climate 
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focus of individual activities, or even transactions, would give a better estimate and 

correct for the imprecise marker system.  

3. Parties should consider using novel techniques to ease capacity 

constraints 

Many countries face significant capacity constraints when it comes to quality assuring the 

climate finance data submitted to the UNFCCC, as countries often embark on thousands 

of projects in any given year. In addition, each country measures climate finance by its 

own unique standard which reduces comparability.  

Individual countries could train natural language processing models (NLP – a form of 

machine learning)5 on a selection of projects that have been manually classified 

according to their climate focus, creating an automated process to identify questionable 

marking decisions. Additionally, a centralised body, such as the SCF, could train an NLP 

model on a wider selection of projects across all countries, creating a common 

benchmark for assessing reporting from individual countries.  

Such models would not replace human judgement, but could facilitate quicker checking 

by highlighting projects whose descriptions do not accord with their markings.  

4. The existing UNFCCC peer review process should be strengthened 

There is an existing process for peer reviewing the transparency and completeness of the 

Biennial Reports countries submit to the UNFCCC. This is valuable but focuses on 

ensuring that projects are consistent with COP agreements.  

The UNFCCC should expand review requirements to include an assessment of the 

quality of climate finance reported. For example, the review team could scrutinise a 

sample of projects to highlight where reporting approaches are out of line with common 

practice or capturing projects with questionable relevance, and ensure that the projects 

are consistent with the requirements outlined in partner countries’ nationally determined 

contributions6 or national adaptation plans7 (which set out Parties’ commitments for 

reducing greenhouse gas emissions and their adaptation needs respectively).  

5. Countries should report on impact estimates before and after 

implementation where possible 

The quantity and quality of climate finance are both essential concerns. Given that 

finance is scarce, relative to the size of the problem, countries need to ensure it is as 

impactful as possible. Publishing better information on ex-post impact will help assess 

this, but the more fundamental question is whether a project should be counted as 

climate finance in the first place. If a country cannot explain, ex-ante, the impact a project 

will have on climate finance goals, it should not be able to count it.  
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6. There should be official guidance from the UNFCCC on a case-by-

case approach to assessing the ‘climate share’ of projects 

Most countries employ the OECD’s Rio marker system to identify their climate finance, 

which uses a three-point scale to grade climate focus. However, this was never intended 

to be a quantitative system of measurement – most countries decided to use it is because 

it was a readily implementable system that was already integrated with other reporting.  

Individually, some countries already use case-by-case calculations (which assess the 

climate share of each project rather than using the marker’s three-part scale). But despite 

the widespread view among CSOs and many of the specialists we interviewed that this 

approach is preferable, there is no common methodology.  

The Rio markers have a handbook that gives substantial guidance on implementation, yet 

there is nothing equivalent for the case-by-case approach. This could easily be 

developed from the internal guidelines that exist in countries already using the approach. 

It would enhance transparency and potentially make the system more attractive to 

providers.  

Conclusion: Towards greater consistency 

These recommendations will not solve all the problems associated with climate finance. 

Many of these issues are highly political: the difficulty of spending money abroad 

(especially when domestic problems and debt-burdens have mounted); the fact that many 

climate finance projects are more about promoting domestic firms8 or exporting 

technology; and the fact that many countries have an interest in reporting climate finance 

figures that show them in a good light.  

But the first step in improving the quantity and quality of finance is understanding the 

current landscape, and this requires consistent measurement across time and providers. 

These, largely technical, recommendations that emerged from our conversations with 

officials would create greater consistency in reporting: an essential step towards more, 

and more effective, climate finance.  
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Chapter 1: Introduction 

What is climate finance? On their website, the UNFCCC states that climate finance 

“seeks to support mitigation and adaptation actions that will address climate change”.9 

The Standing Committee on Finance (SCF) has an operational definition that fleshes this 

out slightly: “Climate finance aims at reducing emissions, and enhancing sinks of 

greenhouse gases and aims at reducing vulnerability of, and maintaining and increasing 

the resilience of, human and ecological systems to negative climate change impacts.”10  

While these definitions capture the overall intentions of climate finance, there has been 

little agreement on any further details of what constitutes this finance, even though we 

are now 15 years beyond developed countries’ initial pledge to provide US$100 billion of 

it.  

Does any project with a positive impact on mitigation or adaptation count as climate 

finance, regardless of its overall objective? Given that general economic development is 

often touted as the best adaptation strategy,11 how should adaptation finance be 

identified within broader development finance? Could fossil fuel finance ever count as 

mitigation (if it promotes efficiency or captures emissions)? How should projects be 

counted when they have contrasting effects on adaptation and mitigation? On what basis 

should we calculate the climate share of a development project?  

Different countries have arrived at different answers to all these questions, and this has 

led to inconsistent reporting. This inconsistency has led to a lack of faith in the headline 

numbers, and in turn, has impacted developing countries’ trust.12 Bhutan’s submission to 

the SCF on behalf of the Least Developed Countries Group explicitly states that the “lack 

of an agreed and common definition of climate finance, undermines the trust between 

parties”,13 a sentiment echoed in other submissions. This matters: while ambition in 

tackling climate change was not explicitly predicated on financial support, many have 

argued that the promise of climate finance was necessary for securing the Paris 

Agreement,14 and was therefore instrumental in raising climate ambition. Failure to deliver 

on this promise, or even on how to measure whether it has been delivered, may make 

securing future climate ambition more challenging. 

As well as impacting trust, ambiguity around how progress towards the US$100 billion 

goal should be measured has reduced the target’s impact – enabling countries to become 

more inclusive in what they count as climate finance over time15 or even explicitly expand 

their definition. Although the OECD estimates that US$83.3 billion was spent on climate 

finance in 2020 (and that the goal was subsequently met in 2022, two years late),16 the 

climate relevance of many projects receiving that funding is highly contested.17 Moreover, 

the lack of consistent measurement over time means that it is not clear how much 

countries were already spending, making the true increase impossible to discern.18 For 

any future goal to be successful in motivating greater flows of finance to countries who 

need it for funding their development and NDC/NAP goals, practical considerations need 
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to be baked in from the outset. They should not be seen as secondary details, to be 

ironed out long after a big, headline-grabbing number has been agreed.   

This report explores the views of officials from different climate finance providers and 

common issues arising from countries’ reporting. It also examines the data: how 

transparent are different providers? Are they following international guidance? What can 

machine learning models tell us about the accuracy of their data?  

The next chapter discusses the importance of greater consistency in measuring climate 

finance. Chapter 3 presents quantitative analysis of different countries’ reporting practices 

(how much information countries provide on their climate finance, how consistent this is 

between the main datasets (UNFCCC and OECD) and what machine learning models 

can tell us about quality of reporting from different providers). Chapter 4 focuses on 

qualitative information on climate finance reporting practices and challenges. This 

evidence comes from conversations with current and former specialists in climate finance 

reporting, from different provider countries, the OECD and other stakeholders.  

From this evidence, we develop a set of recommendations that would promote greater 

consistency in climate finance reporting and allow (despite the technical and political 

constraints within which Parties operate) a clearer picture of global progress towards 

climate finance goals. Without this clarity, the NCQG currently under discussion at the 

UNFCCC risks being plagued by the same problems as the US$100 billion goal.   

  



Climate finance: Earning trust through consistent reporting  /  devinit.org   11 

Chapter 2: Climate finance 
statistics: The importance 
of consistency 

Why are accurate climate finance statistics needed? 

There is substantial overlap between the types of activities funded by climate finance and 

development finance. For example, financing for renewable energy is generally counted 

as climate finance, but the main purpose of such funding is to provide additional energy 

to low- and middle-income countries, an important development goal. Funding a cash 

transfer programme is widely cited as being one of the most effective development 

interventions, but equally, such interventions are frequently being made in climate 

contexts with the explicit goal of increasing resilience to climate shocks.  

This overlap leads to a common refrain, that the total level of climate finance provided is 

not important, so long as total development finance is increasing. But there are clear 

benefits in establishing a separate definition for climate finance:  

1. We need to know how far we are from meeting global needs 

We know that needs for climate finance are huge. These needs will not be met by 

international support alone – domestic investment and private flows such as foreign direct 

investment will also be crucial – but if this international support is not measured 

consistently with how those needs have been estimated, then we cannot know what 

contribution the support is making to meeting those needs.  

The US$100 billion goal was not set in relation to needs, nor was it expected to fully meet 

them – it was the outcome of a political compromise. Given that the goal had no scientific 

or technical basis,19 it placed no constraints on what counted towards it. If the target had 

been based on a bottom-up estimate of need then constraints would be implicit: if finance 

is intended to address certain needs, then only financing that addresses these needs 

should be included. But while estimates suggest that US$115.9 billion was spent on 

climate finance in 2022,20 it is difficult to place this number in context given that it is 

divorced from consideration of need.  

This could change as part of discussion on the NCQG. While the details are still to be 

agreed, one option for determining the total of the mooted new goal is “setting a quantum 

based on information on the needs and priorities of developing countries, thereby 

following a bottom-up approach”.21 This would entail setting the goal according to reports 

to the UNFCCC on financing needs from individual countries, such as nationally 

determined contributions (outlining commitments to reduce greenhouse gas emissions 
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and in some cases required financing) and national adaptation plans (identifying 

adaptation needs). Such an approach would be challenging, given the variety of methods 

used to compile these reports22 and their varying quality, but would naturally lead to a 

definition based on developing countries’ needs. However, the UNFCCC is yet to agree 

the method for determining the quantum of the NCQG.  

A related question is impact: one basic requirement of climate finance might be that it has 

a greater impact on climate objectives than non-climate finance. This is not a high bar, 

but nevertheless, the tendency for providers to count different things means that it cannot 

be guaranteed. Furthermore, this is inadequate for determining what the impact of such 

finance is, given that the quality of different climate interventions varies widely.23 In 

addition, to truly understand the impact that finance has it would also be necessary to 

understand the negative impacts that projects have. 

2. We need to be able to track how much climate finance is increasing 

Without consistent measurement, we do not know how much of the reported increase in 

climate finance is genuine, and how much comes from reporting changes. The purpose of 

big, eye-catching targets is generally to spur greater action. If countries have made 

international commitments to provide a certain amount of climate finance, then (in so far 

as they are concerned with their international standing), there will be political pressure to 

try and meet these targets. Several submissions to the UNFCCC noted it is highly likely 

that the US$100 billion goal achieved this. For example, according to a US submission, 

“The goal served to mobilise more finance than likely would have been the case without 

the goal”.24  

This may be true, but for us to understand the extent to which climate finance increased, 

we would have needed to measure it consistently through time. The lack of a definition 

when the target was agreed opened the door for countries to adapt their methodologies 

over time, in line with the growing political pressure to be seen to be increasing climate 

finance.25 There is substantial evidence that this is the case, and this obscures the extent 

to which progress has been made. This does not necessarily reflect attempts to 

exaggerate the numbers (there may have been relevant activities not previously 

captured) but that fact remains that climate finance has not been measured consistently 

over time, and we do not know the real trend.  

This lack of consistency also has implications for additionality, which is still a source of 

tension between Parties. Many developing country submissions to the SCF mention the 

need for climate finance to be new and additional, and several included the phrase in 

proposed definitions.26 However, consistent measurement over time is important 

regardless of how additionality is defined.  

3. We need to be able to compare how much support different countries 

provide 

Without consistent measurement across providers, we cannot tell which are furthest from 

meeting their responsibilities for delivering climate finance. One of the key principles 

underlying climate action is “common but differentiated responsibilities and respective 

capabilities”, which dates to the wording of the Convention.27 This wording was not 
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explicitly linked to provision of finance in either the Convention or Paris Agreement. 

However, many see the concept as applicable to climate finance. In fact, the UNFCCC 

“Introduction to climate finance” website notes that: “In accordance with the principle of 

‘common but differentiated responsibility and respective capabilities’ set out in the 

Convention, developed country Parties are to provide financial resources to assist 

developing country Parties in implementing the objectives of the UNFCCC”.28 

This has led to many attempts to divide the collective goals into ‘fair shares’, based on 

each country’s ability to pay (size of economy) and responsibility to do so (historical 

emissions).29 But without a consistent approach to measuring climate finance across 

countries, we do not know how climate provision measures up against these ‘fair shares’.  

By one estimate, Japan’s ‘fair share’ of climate finance provision is around US$6.0 billion, 

whereas the UK’s is US$2.9 billion.30 According to the figure that Japan reported to the 

UNFCCC,31 it surpassed this target comfortably, whereas the UK is less than halfway 

towards providing its share. But this ignores the two countries’ wildly different approaches 

to measuring climate finance. The UK has in the past been viewed as conservative in 

what it identifies as climate finance32 and nearly all of its climate finance is in the form of 

grants, whereas Japan has been frequently criticised for the breadth of projects it has 

identified as climate finance, has counted the full value of projects that only partially 

target climate, and gives this finance mainly as loans.33 Taking these differences into 

account gives an entirely different picture for which countries need to step up, and by how 

much. 

4. Countries have additional responsibilities for providing climate finance 

While development and climate goals are inextricably linked in practice, the motivation for 

providing finance for each is different, and the impetus for developed countries to do so 

comes from different international agreements. The goal of providing 0.7% of GNI as 

ODA dates to the Pearson Commission on International Development in 1969,34 and 

originated from the need to provide capital for economic development (although not all 

developed countries adopted this goal).  

By contrast, the Convention mentions the need for developed countries to provide 

financial support to developing countries specifically to meet the “agreed full incremental 

costs” of implementing measures under the Convention (although again, the word 

“agreed” places limits on the obligations that the Convention itself places on developed 

countries).35 

These different histories and mandates give rise to philosophical differences between 

climate finance (and other provisions for global public goods) and ODA (which aims at 

poverty reduction and economic growth), and this has been recognised in documents 

from governments in both developed36 and developing countries.37 For example, Kenya 

has emphasised that climate finance “should not be provided as part of ODA”, despite 

this being the most common practice. The French Development Agency (AFD) notes that 

“Neither the principle of reciprocity nor the humanist principle specific to ODA can suffice 

as a basis for an international policy in the climate field.”38 For many, the difference in 

historical emissions creates an additional responsibility for developed countries to provide 

climate finance,39 an argument that does not apply to ODA.40  
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However, despite the different motivations, and the many calls from developing countries 

and civil society that climate finance should be separate from ODA, in practice nearly all 

climate finance is funded from ODA and there is no agreed-upon way of separating the 

two. This makes understanding the extent to which climate finance is additional to 

development budgets impossible to ascertain.41  

Consistency in measuring climate finance is fundamental 

Whatever our reason for wanting to measure climate finance, consistency is fundamental, 

whether across providers or time. The most obvious way of ensuring consistency in what 

is counted as climate finance is by agreeing on a common definition.  

This could take the form of a full taxonomy that details every activity that can count 

towards climate finance, and under what conditions. Examples of this exist already, such 

as the Climate Bonds Initiative (CBI) taxonomy, which specifies which activities are 

eligible to be funded by the proceeds from climate bonds,42 or the ASEAN43 or EU44 

taxonomies for sustainable finance. These lists may lack nuance, for example, the CBI 

list precludes any investments in the fossil fuels sector, even though there may be 

investments in the sector that dramatically reduce emissions from power stations that 

have no realistic prospect of being closed early. However, the benefit is that we know 

exactly what ‘climate finance’ refers to.  

There is currently a heated debate at the SCF about the need for a common definition. 

Several definitions have been proposed and discussed, ranging from functional 

definitions that define climate finance in terms of characteristics it should have45 to 

definitions that specify it as separate from ODA.46 Most developing countries are broadly 

in favour of a common definition that all providers are beholden to; the views submitted to 

the SCF from developed countries, so far, suggest they consider a common definition to 

be unnecessary.47 Indeed, multiple developed countries have explicitly stated that they 

would not be prepared to adopt a common definition, as things stand.  

The goal of this report is to explore current reporting practices to understand if there are 

ways in which consistency in reporting can be improved, even without full agreement on a 

common, actionable definition. In this, we are largely limiting ourselves to consider the 

difference in how the climate-focus of projects is evaluated.  

► Read more from DI on the issues arising from the lack of consensus on a 

climate finance definition. Genuine agreement on a rigorous definition would 

reduce inflated claims about what is actually being provided and help build trust 

between Parties.  

This is far from the only concern when it comes to climate finance reporting. The SCF 

discusses numerous dimensions on which there is disagreement, such as modalities or 

instruments. For example, Kenya counts any climate finance provided in the form of loans 

as national climate finance (as opposed to international) on the basis that it will ultimately 

need to pay them back, and so essentially is self-funding projects financed with loans.48 

Moreover, many commitments never actually get disbursed,49 while much of climate 

https://developmentinitiatives.sharepoint.com/sites/Global-revitalisingvalueofaid2023-24/Shared%20Documents/Beyond%20RVoA%20-%20Development%20Finance%20portfolio/P0636%20Climate%20finance%20tracking%20-%20Gates%20(Oct%2023-Apr%2024)/Programme%20content%20-%20P0636%20climate%20tracking/Drafts%20-%20climate%20paper/The%20diversity%20of%20climate%20finance%20definitions%20makes%20it%20difficult%20to%20know%20how%20much%20donors%20have%20truly%20spent,%20undermining%20accountability.%20As%20parties%20to%20the%20UN%20Framework%20Convention%20on%20Climate%20Change%20adopt%20a%20New%20Collective%20Quantified%20Goal%20on%20Climate%20Finance%20in%202024,%20they%20must%20agree%20on%20what%20should%20count%20towards%20it.
https://developmentinitiatives.sharepoint.com/sites/Global-revitalisingvalueofaid2023-24/Shared%20Documents/Beyond%20RVoA%20-%20Development%20Finance%20portfolio/P0636%20Climate%20finance%20tracking%20-%20Gates%20(Oct%2023-Apr%2024)/Programme%20content%20-%20P0636%20climate%20tracking/Drafts%20-%20climate%20paper/The%20diversity%20of%20climate%20finance%20definitions%20makes%20it%20difficult%20to%20know%20how%20much%20donors%20have%20truly%20spent,%20undermining%20accountability.%20As%20parties%20to%20the%20UN%20Framework%20Convention%20on%20Climate%20Change%20adopt%20a%20New%20Collective%20Quantified%20Goal%20on%20Climate%20Finance%20in%202024,%20they%20must%20agree%20on%20what%20should%20count%20towards%20it.
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finance is in the form of loans which risks increasing debt burdens in low- and middle-

income countries,50 and there are questions about the extent to which climate finance 

projects respect the rights of women or indigenous communities. But addressing the 

inconsistencies in classifying projects is a fundamental step towards understanding what 

we even mean by climate finance. 

► Read more from DI on how we can mobilise greater funding for low-income and 

climate-vulnerable economies, without compromising pathways for prosperity. 

Given the unsustainable nature of current offerings, reliance on an inequitable 

global economic architecture and the lack of accountability, we must explore other 

practical solutions. 

  

https://developmentinitiatives.sharepoint.com/sites/Global-revitalisingvalueofaid2023-24/Shared%20Documents/Beyond%20RVoA%20-%20Development%20Finance%20portfolio/P0636%20Climate%20finance%20tracking%20-%20Gates%20(Oct%2023-Apr%2024)/Programme%20content%20-%20P0636%20climate%20tracking/Drafts%20-%20climate%20paper/The%20diversity%20of%20climate%20finance%20definitions%20makes%20it%20difficult%20to%20know%20how%20much%20donors%20have%20truly%20spent,%20undermining%20accountability.%20As%20parties%20to%20the%20UN%20Framework%20Convention%20on%20Climate%20Change%20adopt%20a%20New%20Collective%20Quantified%20Goal%20on%20Climate%20Finance%20in%202024,%20they%20must%20agree%20on%20what%20should%20count%20towards%20it.
https://developmentinitiatives.sharepoint.com/sites/Global-revitalisingvalueofaid2023-24/Shared%20Documents/Beyond%20RVoA%20-%20Development%20Finance%20portfolio/P0636%20Climate%20finance%20tracking%20-%20Gates%20(Oct%2023-Apr%2024)/Programme%20content%20-%20P0636%20climate%20tracking/Drafts%20-%20climate%20paper/The%20diversity%20of%20climate%20finance%20definitions%20makes%20it%20difficult%20to%20know%20how%20much%20donors%20have%20truly%20spent,%20undermining%20accountability.%20As%20parties%20to%20the%20UN%20Framework%20Convention%20on%20Climate%20Change%20adopt%20a%20New%20Collective%20Quantified%20Goal%20on%20Climate%20Finance%20in%202024,%20they%20must%20agree%20on%20what%20should%20count%20towards%20it.
https://developmentinitiatives.sharepoint.com/sites/Global-revitalisingvalueofaid2023-24/Shared%20Documents/Beyond%20RVoA%20-%20Development%20Finance%20portfolio/P0636%20Climate%20finance%20tracking%20-%20Gates%20(Oct%2023-Apr%2024)/Programme%20content%20-%20P0636%20climate%20tracking/Drafts%20-%20climate%20paper/The%20diversity%20of%20climate%20finance%20definitions%20makes%20it%20difficult%20to%20know%20how%20much%20donors%20have%20truly%20spent,%20undermining%20accountability.%20As%20parties%20to%20the%20UN%20Framework%20Convention%20on%20Climate%20Change%20adopt%20a%20New%20Collective%20Quantified%20Goal%20on%20Climate%20Finance%20in%202024,%20they%20must%20agree%20on%20what%20should%20count%20towards%20it.
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Chapter 3: Climate finance 
reporting: A quantitative 
review 

This chapter examines the state of the data on climate finance reported by providers and 

highlights worrying trends. It shows that climate finance has not been measured 

consistently across years or providers, and that we know less than we think about how 

climate finance has changed over time, or who has provided it.  

Inconsistency in climate finance measurements over time 

As noted in Chapter 1, one of the most important objectives in measuring climate finance 

is understanding how it is scaling up in response to political commitments and growing 

recognition of developing countries’ needs. Knowing this depends on consistent 

measurement over time, but there is substantial evidence that the way that countries 

have reported climate finance has changed over time. One study even found examples of 

projects that had been ‘relabelled’ as climate finance halfway through.51  

Since 2009, there has been a dramatic increase in the share of bilateral ODA expenditure 

graded with a significant or principal Rio marker, from 7% to 27%. On the face of it, this 

indicates a large shift towards spending ODA on climate finance. The Rio markers – the 

pros and cons of which are explored in the next chapter – are the most common way that 

developed countries denote which projects are climate finance. Principal-marked projects 

are those for which climate objectives are the fundamental purpose (the project would not 

have happened without them), whereas significant-marked projects have been 

meaningfully altered to address climate goals, among other goals (the project would have 

happened anyway). 

The vast majority of the increase has come from projects with a significant marker, 

meanwhile, expenditure on projects with a principal marker has grown at roughly the 

same rate as total bilateral ODA. The lower bar for counting a project as significant 

means there is more subjectivity around the application of this marker. Previous studies 

have found that significant-marked projects are most likely to be wrongly categorised.52  
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Figure 3.1: Most of the increase in climate finance comes from the ‘significant’ 

marker, which is also the most prone to misapplication 

Change in bilateral ODA expenditure by marker since 2009 

 
Source: Development Initiatives’ analysis of OECD CRS data. 

Notes: This chart includes gross disbursements of bilateral ODA from all DAC providers. Projects are classified 

according to their maximum marker, i.e., if a project is not screened for mitigation but has a significant 

adaptation marker it is counted as significant, or if it has a significant adaptation marker but a principal mitigation 

marker it is counted as principal, etc.  

Decline in unscreened ODA 

Most countries do not count the full value of significant-marked ODA as climate finance 

when reporting to the UNFCCC. Assuming that 40% of significant-marked ODA counts 

towards climate finance, as a rough approximation,53 suggests that bilateral climate 

finance funded from ODA rose from US$4.5 billion to US$22.4 billion between 2009 and 

2022, roughly a five-fold increase.  

However, during this period there was also a large change in the share of ‘unscreened’ 

ODA – that which was not assessed for its impact on mitigation or adaptation objectives 

using Rio markers. In 2009, US$37.4 billion54 was unscreened, and this fell to US$4.0 

billion in 2021. It is almost certainly the case that of that US$37.4 billion, some projects 

would have been counted as climate finance if they had been screened. For example, 

one project in 2009 aimed at “reforestation for renewable energy in Rwanda”,55 and a 

project in 2011 was entitled “pilot programme for integrated adaptation strategy”.56 

Neither was tagged as mitigation or adaptation. This suggests that in this sense climate 
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finance reporting has become more accurate over time – at least some projects that 

should have been counted now are included. At the same time, it means we do not know 

how much more we are spending now, compared to 2009. Assuming that the split 

between markers would have been the same for unscreened ODA,57 it would suggest 

that the total increase has only been from US$8.9 billion to US$24.1 billion, just under a 

three-fold increase (compared to a five-fold increase otherwise). 

Increase in markings within specific sectors 

More tentative evidence of a change in reporting practice comes from examining the 

increase in the use of markers in specific sectors where one would expect the vast 

majority of ODA would be marked a certain way today. If the share of ODA within a 

certain sector that has a marker applied has grown substantially, this does not 

necessarily imply a change in how projects tend to be marked: it could represent a 

genuine reorientation within the sector towards more climate-relevant action. However, 

for sectors such as solar energy, where all ODA is marked as mitigation today, it is 

reasonable to assume that solar projects not marked as mitigation in the past would have 

had a different marking today.  

For example, today, multiple countries count 100% of ODA to the rail sector as mitigation, 

but this percentage has trended upwards over time (even excluding unscreened ODA). If 

these countries had always counted 100% of rail transport projects, this would have 

reduced the increase in climate finance since 2010 by around US$850 million. As with 

unscreened ODA, this may represent an improvement in accuracy (or not) but 

nevertheless suggests that the upwards trend in climate finance is lower than we think.  

Figure 3.2: Average share of expenditure marked as climate finance approaches 

100% in some sectors 

Change in share of bilateral ODA marked as climate by sector (excluding unscreened 
ODA) 
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Source: Development Initiatives’ analysis of OECD CRS data. 

Notes: The chart shows gross ODA disbursements within the sector with a significant or principal marker as a 

share of all screened ODA expenditure in the sector. Unscreened ODA is excluded to eliminate reclassifications 

that come from an increase in screening for climate focus, discussed above.  

While large changes in the percentage of Rio-marked ODA within sectors is suggestive of 

a change in reporting practice (especially when sectors are narrowly defined), it may 

nevertheless reflect genuine change in providers’ climate focus. However, there is also 

evidence from machine learning techniques (an approach revisited later in this chapter) 

that reporting practices have changed. By training a model to analyse providers’ project 

descriptions over recent years, it is possible to predict which projects will be classified as 

climate finance (in those years) with a high degree of accuracy. Applying that model to 

previous years allows us to assess how past projects would have been classified if 

judged using the provider’s current approach.  

For example, in previous analysis we considered one provider (the UK’s Foreign & 

Commonwealth Development Office – FCDO), training a model on its 2022 data. We 

found the accuracy58 of the model’s predictions steadily decreases going back in time, as 

would be expected if the provider had begun to report a much wider range of projects as 

climate finance. In 2022, 85%59 of projects identified as climate finance by the model 

were tagged as such by FCDO, however in 2011 the figure was only 56% (Figure 3.3), 

indicating that based on the approach to reporting in 2022, nearly double the projects in 

2011 should have been labelled as climate finance.  

Taking these changes into account, the increase since in FCDO’s climate finance since 

201660 would have been 7%, just one-fifth of an increase of 34% according to the official 

figures.61 

Figure 3.3: Analysis using machine learning suggests FCDO climate reporting has 

changed such that increases are overstated 

Percentage of projects classed as climate by machine-learning model that were actually 
classed as such by FCDO (based on 2022 data) 

 

Source: DI analysis of International Aid Transparency Initiative data.  
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Note. The UK's Department for International Development (DFID) closed in 2020, merging with the Foreign & 

Commonwealth Office to create the Foreign, Commonwealth & Development Office (FCDO). 

► Read more from DI on missing baselines. We used a natural language 

processing model and backcast the results to find out if increases in climate 

finance since 2009 be due to changes in reporting practices. 

Inconsistency across climate finance data sets: The evidence 

One issue that has made analysis of climate finance difficult is that information from 

different sources is hard to reconcile. There are two main datasets on bilateral climate 

finance: data submitted to the UNFCCC as part of Biennial Reports; and the OECD 

Creditor Reporting System (CRS), which contains data on development finance flows and 

the Rio markers. Each has substantial limitations. Being able to connect the two datasets 

would allow users to overcome some of these, but although they cover largely the same 

activities, this is often not possible. 

The data provided to the UNFCCC is viewed as being the most official source of climate 

finance reporting, as reporting on such flows is mandated as part of the Paris 

Agreement.62 However, there are numerous well-reported63 issues with this data: 

countries report a mix of disbursements and commitments; detailed information is scant, 

including the agency responsible or terms on loans; and descriptions are often 

inadequate to assess whether the project has a genuine climate focus. There is also no 

project documentation provided, meaning it is not always clear what impact on climate 

change the project is intended to have, or how this would be measured. For projects for 

which commitments are recorded, there is no way of determining eventual 

disbursements.  

These problems mean this data is rarely used in analysis, despite its more ‘official’ 

nature. Instead, the majority of analyses of publicly provided bilateral climate finance use 

the OECD CRS dataset and identify climate finance using the Rio markers. However, this 

dataset also has limitations. The most significant is that some countries do not use the 

Rio markers as the basis of their climate finance reporting to the UNFCCC, and for these 

countries, the CRS does not provide the share of projects counted as climate finance. In 

addition, the coverage of non-ODA flows is incomplete, for example, Japan reported 

other official flows towards climate of US$1.3 billion to the UNFCCC in 2020, but these 

are not reported in the CRS.   

In principle, it should be possible to combine the two datasets as both are based on the 

same projects. The rich information contained in the CRS – including project numbers 

that facilitate tracking down project documents – would help evaluate the relevance of 

projects reported to UNFCCC.  

However, in practice, there are significant challenges in pairing the two datasets, and for 

some countries, the differences between the two make it unfeasible. Often this relates to 

the timing of commitments, which are not counted in the CRS until there is a “firm written 

obligation”,64 whereas there are no such restrictions in reporting to the UNFCCC. This 

https://devinit.org/blog/missing-baselines-have-recent-increases-in-climate-finance-been-exaggerated/
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means projects generally appear much later in the CRS data. For example, the German 

project “Energy Efficiency Program India II” is listed as a 2019 project in UNFCCC data 

(BR5), but only appears in the CRS in 2022, and even then for a fraction of the amount.65 

Another difference is how projects are aggregated – this often happens to a higher level 

in UNFCCC data (for example, the largest German ‘project’ reported to the UNFCCC for 

2020 was ‘Grant equivalent for development loans of KfW – mitigation’, whereas in the 

CRS the loans are listed separately).66 Also project titles are occasionally different 

between the datasets.  

For at least one climate finance provider, the application of Rio markers is determined by 

an entirely different team to that responsible for submitting UNFCCC data. In this case, 

projects reported to UNFCCC will only be findable in the CRS if both teams agreed 

entirely on which projects to count, and given the degree of subjectivity involved, this is 

unlikely to be the case.  

Consequently, naively plotting countries’ climate finance as reported to the UNFCCC 

against that reported to the CRS for the same year (applying the coefficients on the 

significant marker and making other adjustments) yields some large disparities (Figure 

3.4). This is something that the OECD had endeavoured to change, promoting 

harmonisation efforts between the two reporting mechanisms. For the time being, 

however, climate finance according to the two databases is often inconsistent within 

providers, not just across them. 

Figure 3.4: Data from OECD and UNFCCC datasets shows different pictures 

Scatter plot of bilateral climate finance by year/country pairs, according to UNFCCC data, 
and Rio marker methodologies used by countries 

 

Source: Development Initiatives’ analysis of OECD CRS data, various OECD surveys on the use of Rio 

markers, and UNFCCC Biennial Reports 3 and 4.  
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Notes: Every effort has been made to ensure comparability. For CRS data, project values have been 

transformed according to the methodology contained within the OECD Rio marker surveys. The coefficients on 

the significant marker have been applied, only countries that report only commitments or disbursements are 

included, all adjustments based on other purpose codes or markers reported as part of the Rio marker survey 

are made, and only countries using the markers as the basis of submission are included.   

How climate-relevant is funding? Using new assessment tools 

To fully understand why a provider has decided to count a project as climate finance (and 

evaluate this reasoning) it is often necessary to examine not only the project description, 

but also the project documentation. Given the sheer volume of projects that are counted 

as climate finance, it is not feasible to analyse them manually. Recent advances in 

machine learning models used to analyse text data have presented new options for 

scrutinising this element of climate finance. The ability of machine learning models to 

identify patterns in text means that they can, with sufficient data for training, be used to 

classify projects (so long as they have adequately detailed descriptions), or identify 

projects that do not fit within common reporting patterns as in a recent DI blog.67  

► Read more from DI on using machine learning to asses climate finance. We 

considered how the World Bank and the UK are recording climate funds, and our 

model identified one in five of the Bank's projects as appearing suspicious and 

warranting further investigation, compared with the UK's one in 50. 

Comparing providers against a common benchmark 

These models can also give an indication of the level of consistency between providers. 

A model trained on a sample of projects that have been manually classified according to 

their climate focus can be used as a common benchmark against which to judge 

countries’ reporting. The model can be used on each providers’ own data to predict the 

climate focus of their projects. Then, because all the predictions are based on the same 

manually curated data, if one country’s actual climate-marking is in line with the prediction 

from the model, but another’s deviates substantially, then it suggests that these countries 

are not classifying projects as climate-focused in a consistent way.   

One study attempted to do this (published by Toetzke et al in 2022).68 The authors 

selected a sample of 1,500 projects from the CRS and manually classified these 

according to their climate focus.69 They then trained a natural language processing model 

on this curated dataset to identify the links between patterns contained within the project 

descriptions and their classification. With this model, the authors predicted the climate-

focus of the rest of the projects in the CRS dataset. Comparing the model’s predictions 

with the classifications assigned by donors provided a measure of the latter’s accuracy.  

As the authors acknowledge, there are limitations to this approach. Most obviously, the 

method relies on project descriptions being of sufficient quality for the model to reach a 

conclusion,70 and often, CRS project descriptions are not detailed enough to be 

informative (and are sometimes missing entirely). Furthermore, it may be that a project’s 

climate relevance is not obvious from the description in the CRS, but is demonstrated in 

https://devinit.org/blog/climate-finance-wrongly-reported-ai-world-bank-fcdo/
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project documentation.71 Finally, as previously noted, some countries (such as the UK 

and the US) do not use Rio markers as the basis of their UNFCCC submissions, and so 

the accuracy of the markers does not necessarily have a direct impact on estimates of 

progress towards climate finance goals. Nevertheless, the method provides a useful 

sense check on the accuracy of donors’ marking.  

Figure 3.5: There is a wide range of quality in climate finance reporting, according 

to machine learning models 

Share of principal-marked projects found to be climate related by Toetzke et al (2022) 

 

Source: Toetzke et al (2022) 

Notes: ‘Precision’ is the proportion of projects that had a principal-marker applied that were also classified as 

climate finance according to ClimateBERT. Countries that use the Rio markers as the basis of UNFCCC 

submissions are coloured dark green.  
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Their results are concerning. On average, the ‘precision’ of the estimates (the share of 

principal-marked projects that the model also classified as climate finance) was around 

68%. Climate objectives are supposed to be fundamental to the design of principal-

marked projects, and yet, the model did not identify a climate link in nearly a third of 

‘principle’ project descriptions.  

This average hides considerable diversity: Portugal and Canada each had precision of 

around 90% (Slovakia had 100% precision but on a very small number of projects), 

whereas Japan had a precision of around 19%, and France and Ireland both had a 

precision of under 40%. The figures for France and Japan are particularly concerning, 

given that together they account for nearly half of bilateral climate finance between 2017 

and 2020.  

As well as suggesting that climate finance is severely overestimated – the authors find 

that spending on bilateral climate finance as identified by the model was 64% lower than 

combined spend on principal and significant-marked projects – these results also 

highlight the different practices among providers. By measuring countries against a 

common standard, Toetzke et al highlight the extent to which countries disagree with 

each other on what counts as climate finance.  

  



Climate finance: Earning trust through consistent reporting  /  devinit.org   25 

Chapter 4: Bilateral climate 
finance reporting: A 
qualitative review 

The quantitative evidence in Chapter 3 suggests a wide disparity in the quality of climate 

finance reporting. This chapter reviews some of the reporting practices across a selection 

of providers, to better understand the drivers of these inconsistencies. This information 

has been obtained through a number of key informant interviews with officials and ex-

officials who have expertise in their countries’ reporting, OECD and UNFCCC staff, and a 

supplementary review of relevant documents. The sample of countries whose officials we 

interviewed was not representative, reflecting in part the willingness of officials to have 

conversations about their country’s reporting. However, the conversations provide us with 

rich information on some of the challenges faced in climate finance reporting, different 

views on best practices and specialists’ thoughts on what could enhance consistency.  

This chapter briefly outlines the main features of climate finance reporting from the 

countries that we interviewed. It discusses some of key issues highlighted during our 

conversations. 

Features of climate finance reporting 

Most comes from development budgets 

The vast majority of bilateral climate finance comes not from dedicated budgets, but from 

assessing the climate relevance of projects that come from usual development 

programming. There are exceptions, for example, the Netherlands has the ‘climate pool’ 

and the UK has various funds as part of the Department for Energy Security and Net 

Zero72 that are exclusively focused on climate objectives (and all of which are counted as 

climate finance). Such funds are small in comparison to climate finance that originates 

from development budgets. Therefore, climate finance comes largely from budgets that 

already have multiple objectives, although of course some individual projects from these 

budgets do have sole climate objectives. By way of multilateral comparison, most bilateral 

climate finance comes from funds that more closely resemble those managed by the 

International Development Association (primarily focused on development but projects 

are screened for climate focus) than those managed by the Green Climate Fund 

(established primarily to focus on climate).  

This makes sense in so far as the distinction between climate and development finance is 

blurry at best, and it is legitimate to recognise the potential climate impacts of 

development projects (and development goals should be considered when designing 

climate projects). On the other hand, optimising on multiple objectives is hard, and where 
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climate finance comes from dedicated funds there is a reduced chance that projects have 

been labelled as climate finance despite only cosmetic alterations.   

Project originators usually decide initially on what counts as climate 

finance  

Given that projects often feature climate as one objective among many, it places 

significance on the questions of how the climate focus of projects is determined and who 

is responsible for doing so. In most countries, the initial decision for whether a project is 

climate finance (or to what extent) is first taken by project originators (those responsible 

for writing the business proposal and designing the project). The decision is usually then 

checked by a quality assurance team, who examine either a selection of projects, or the 

entire portfolio. The exact nature of this process differs: some countries review the 

selection of projects independent of the initial decision, but most know the original 

classification. Most countries we interviewed also engage independent climate experts to 

assess projects.  

For projects that that receive a different classification during the review, there is generally 

a discussion between the quality assurance team and the project originators, with the 

latter providing further information on why the initial decision was made. Often, these 

discussions arise simply because there is insufficient detail in the project description to 

decide. Countries differ in terms of who has ultimate authority to decide on the marking.  

Not all countries follow this format. For example, the US starts by asking all of the 

departments that engage in external financing to cast a wide net for any financial 

commitments that may be related to climate. After receiving a list of projects, a 

centralised team of climate experts goes through each to determine the proportion of 

commitments that will be counted as climate finance.  

Differences in reporting to the UNFCCC and the OECD  

In most cases, and especially where the Rio markers are used as the basis of reporting, 

the tabular data submitted to the UNFCCC comes directly from data compiled for the 

OECD (the vast majority of projects are from ODA budgets). However, there are 

exceptions. In the US, USAID is responsible for submitting data to the OECD and the 

State Department is responsible for submitting data to UNFCCC, and in practice, the 

approach to identifying which projects will count as climate finance is separate from the 

(OECD) Rio-marking process.  

Independence of quality assurance units 

Several officials highlighted that their quality assurance units are located outside of 

ministries and so were relatively free from political pressure, and this was viewed as 

being important. Reviewers are statisticians (or consultants) whose job is to assess the 

correspondence between reporting instructions (usually the Rio marker handbook) and 

the markers applied to the projects they observed. They have no responsibility for hitting 

the ambitious climate finance targets announced by politicians, and are not accountable 

to those who are.  
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Ad-hoc reviews 

In addition to regular quality assurance of the data as it is produced, many countries have 

agencies produce additional reports on the degree of accuracy of their climate finance 

reporting, for example, from the Auditor General’s Office in the case of Denmark, or the 

Independent Commission on Aid Impact in the UK. The OECD also facilitates statistical 

peer reviews, whereby DAC members examine the aid reporting practices of other 

countries and provide feedback. These reviews are not exclusively focused on climate 

but do include an assessment of the use of policy markers (including the Rio markers).  

Internal guidelines on marking 

Countries differ as to whether they have their own internal documents that aid officials in 

determining the climate component of projects. Many rely on the OECD marker handbook 

(discussed later in the chapter), whereas others supplement this with additional guidance, 

including FAQ documents and examples of typical activities.  

The Rio markers: Pros and cons for climate finance reporting 

One of the most obvious differences between countries is whether they base their 

UNFCCC reporting on the Rio markers, or whether they have adopted an alternative 

approach. The majority of reporters use the markers as the basis for their submissions 

(18 out of 23 of the respondents to the OECD’s 2022 survey on the Rio markers),73 which 

places considerable importance on the guidelines set out by the OECD, and the OECD’s 

own system of quality assuring data.  

Overview of the Rio markers 

The marker approach essentially involves checking to see whether a project explicitly 

mentions a climate objective (the bar for counting as significant) or whether a climate 

objective is fundamental to the design of a project (which would count as principal). The 

requirement that an objective must be explicitly stated helps to guard against the 

inclusion of projects that are merely ‘mainstreaming’ climate considerations (projects that 

have been amended to reduce a potential harmful impact on the climate, but are not 

expected to have a positive one).  

As implied by article 2.1(c) in the Paris Agreement, all finance should be consistent with 

the aim of limiting global warming to 1.5°C above pre-industrial levels, but this does not 

mean that all finance should be counted as climate finance. Some officials told us that 

project managers responsible for the initial assessment of climate-relevance would 

assign a significant marker on the basis that a project had been designed with an 

‘environment perspective’, but in such cases (where there were no explicit climate 

objectives) the use of the marker would be challenged.  

After agreeing a project’s markers, a fixed coefficient is then generally applied (depending 

on the combination of significant and principal markers). In all but one case, countries 

using the markers count 100% of funding to principal-marked projects as climate finance 

(Switzerland counts 85%).74 The coefficient on significant-marked project ranges more 
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broadly, and this feature of the markers (discussed below) has received substantial 

criticism.  

Of the countries that do not use the markers, most try to assess a more precise 

percentage of the project to include as climate finance on a case-by-case basis. This is 

generally achieved by examining the different components of projects, such as individual 

activities or expenditure lines. In cases where detailed expenditure is not available, those 

employing this case-by-case approach would work with whatever other information is 

available (for example, if a contract within a project has three separate objectives, of 

which one is related to climate, this would be assigned a coefficient of 33%).   

The officials we spoke to in the countries that implement a case-by-case approach held a 

strong view that it was a better method, given that it tries to establish a number using a 

bottom-up approach based on the individual features of projects. The Rio markers were 

never intended to be quantitative, and are arguably too crude to measure co-benefits 

accurately. Outside commentators share this view, for example, the ONE campaign 

describes the countries employing a case-by-case approach as “getting it right”.75  

At the same time, proponents also acknowledge that there are complications. In particular 

there is a much greater resource burden in trying to assess a separate coefficient for 

each project. One official also voiced the concern that the observed trend of an 

increasing share of climate finance comes from projects with small climate finance 

shares, indicating that much of this increase could come from small alterations to existing 

projects (something also noted of the World Bank).76 While this can also be true under 

the marker system, the need to count a minimum, fixed percentage may deter countries 

from counting projects with only marginal alterations.77 Furthermore, while the marker 

system is crude, it does benefit from another layer of quality assurance conducted by the 

OECD, which may have promoted consistency among countries using the markers.  

Box 1: The role of the OECD 

Through the Paris Agreement, developed countries are required to report the 

external climate finance they provide as part of the Enhanced Transparency 

Framework. Given that this requirement is under the Paris Agreement, the OECD 

has no formal role in monitoring the provision of climate finance or ensuring it is 

consistent. Nevertheless, the OECD has adopted a key role in the measurement of 

climate finance for three reasons:  

First, there is the obvious overlap between members of the OECD and the 

developed countries that are required to provide climate finance as part of the 

Paris Agreement. Historically, when the Framework Convention was entered into 

force, the list of ’developed’ countries was based on OECD membership, and most 

of the projects that get reported are also ODA/other official flow projects, and 

therefore within the mandate of the OECD to track.  

Second, given that the Paris Agreement did not specify how climate finance should 

be measured, or provide any definition suitable for practical measurement, 

countries had no official guidance on which to base their reporting. The existence 

of the Rio markers – introduced by the DAC to track spending related to the Rio 
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Convention – filled this vacuum and became the most common way of tracking 

bilateral finance that was relevant to the Paris Agreement. In fact, it was only 

agreed that an adaptation marker would be introduced in 2009 – the same year as 

the US$100 billion goal was agreed – and the marker was developed in 

conjunction with UNFCCC counterparts. Therefore, while the markers are in no 

sense underpinned by any UNFCCC agreement, they have nevertheless assumed 

significance in climate finance reporting.  

Finally, developed countries requested that the OECD track progress towards the 

US$100 billion goal in 2015, and it has done so since.78  

Benefits of the Rio markers: OECD efforts to harmonise and quality-assure 

data 

The main benefit of the marker system as it stands is that the OECD has taken an active 

role in monitoring the implementation of the markers. This has added a much greater 

degree of quality assurance than there otherwise would have been and has likely 

promoted consistency in reporting (see Figure 4.2), although significant problems remain. 

According to the OECD, even countries that do not use the markers to report to UNFCCC 

are nevertheless concerned about the accuracy of the markers, given the political 

attention they receive.  

The basis of the system is the Rio marker handbook,79 which – aside from definitions for 

the markers – contains an indicative table detailing suggested Rio markings for projects 

focusing on different sectors, along with numerous worked examples applying the 

markers to specific projects. In addition, the OECD Secretariat frequently holds in-depth 

briefings and workshops with officials who are involved with the correct application of the 

markers, and facilitate the voluntary statistical peer reviews in which the markers also 

feature. For some countries, the OECD even goes through projects line by line to assess 

the quality of reporting.  

While the OECD provides a substantial additional layer of quality assurance, it does not 

have authority to ‘correct’ projects that are not marked appropriately. They can point out 

structural inconsistencies (although these line-by-line assessments are not public), but it 

is then up to the countries whether or not they make changes. And even if the OECD did 

have the authority to make changes, this does not necessarily have a bearing on how 

things are reported to UNFCCC. Similarly, the statistical paper reviews provide useful 

feedback on reporting issues, including with the markers, but countries must voluntarily 

enter into these reviews (whether as reviewers or reviewees) and there could naturally be 

a selection bias, as the countries that care least about the accuracy of reporting are less 

likely to engage in the process.  

We assessed the importance of this additional assurance by examining adherence to the 

OECD’s suggested markings in the handbook’s indicative table. We performed this 

exercise for the 15 largest providers of climate finance (according to UNFCCC data).80 

Figure 4.1 shows the degree of correspondence between the indicative table and 

countries’ markings, as measured by the percentage of projects that had the same 

marker as suggested by the purpose code (with half marks given when the marker was 

the second suggestion, where applicable). This shows that, generally, there is a high 
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degree of consistency between most countries’ markings and the indicative table, but with 

two major exceptions: France and Japan. 

Figure 4.1: Most countries show reasonable adherence to the OECD guidance on 

Rio markers  

Degree of correspondence between mitigation-marked projects and the OECD’s 
suggested markings, 2013–2022 

 

Source: Development Initiatives’ analysis of OECD CRS data and OECD DAC Rio markers for Climate 

Handbook. 

Notes: The results are very similar for the adaptation marker, but the ranges are greater, potentially indicating 

the higher degree of crossover between adaptation and development goals.  

Of these 15 countries (covering around 97% of climate-marked ODA), eleven had an 

average degree of consistency of over 70% over this period, suggesting that the markers 

they applied largely follow the suggestions contained within the indicative table. However, 

two of the four largest providers – Japan and France – deviated significantly, suggesting 

their reporting is out of sync with OECD guidance and other providers. Australia’s 

correspondence was also significantly lower than average.  

The OECD handbook table is merely indicative and there can be sensible reasons for 

divergence. For example, one French loan was in the ‘government and civil society’ 

sector (with a recommended mitigation marker of 0) but was provided to support Georgia 

in restructuring its energy sector to make it more efficient,81 so justifiably given a principal 

marker. However, other French loans were for ‘health systems strengthening’82 or 

‘financing of the “management for citizenship” programmes’,83 with no apparent reason as 

to why they had received a significant mitigation marker. In the case of Japan, over 70% 
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of the projects with a higher mitigation marker than recommended are in the non-

renewable energy sector.  

In addition, the degree of correspondence closely correlates with other measures of 

accuracy. The two biggest outliers (France and Japan) were also judged as having far 

less reliable climate finance reporting by Toetzke et al (2022), who used a machine 

learning (specifically, natural language processing) model to investigate the climate 

relevance of countries’ reporting (see Chapter 3).  

Figure 4.2: Strong correlation between adherence to recommended markings and 

quality of reporting (according to machine learning model) – with France and Japan 

outliers on both measures  

Precision from Toetzke et al (2022) against average correspondence with OECD 
indicative table between 2013 and 2022 
 

 

Source: Development Initiatives’ analysis of OECD CRS data and the OECD DAC Rio Markers for Climate 

Handbook, Toetzke et a (2022) 

Note: This chart combines data from Figures 3.5 and 4.1.  

There has been an upwards trend in correspondence over time. In 2010, the average 

correspondence between recommended and actual mitigation markers was 50%, and 

42% for adaptation. By 2022, this had risen to 74% and 70%. A lot of this increase 

occurred in 2011 (when correspondence was 68% for mitigation and 63% for adaptation) 
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and therefore may simply reflect the fact that the markers were being newly repurposed 

for tracking progress towards climate finance goals.84 Nevertheless, there have been 

increases since, suggesting that the efforts made by the OECD to promote consistency 

are having an impact. For the two countries least consistent with the handbook – France 

and Japan – this trend has been less apparent, although Japan’s correspondence with 

OECD markings increased sharply in 2022 (from around 43% in 2021 to 74% for 

mitigation, and from 45% to 74% for adaptation).  

Figure 4.3: Correspondence with indicative markings has increased over time  

Percentage of total ODA that matches indicative marking, 2010–2022 

 

 

Source: Development Initiatives’ analysis of OECD CRS data and OECD DAC Rio Markers for Climate 

Handbook. 

Drawbacks of the Rio markers: subjective and imprecise even with good 

faith implementation  

Despite the additional layer of review provided by the OECD, the implementation of the 

markers remains controversial. Even if the OECD did have the authority to amend 

markings that do not adequately reflect a project’s focus, the lack of granularity means 

that the amount of climate finance recorded on individual projects is possibly inaccurate, 

and leaves the door open for exaggeration.  

The main concern with the marker approach is that by counting a fixed share of project 

funding as climate finance, the total could be overstated, as the share of many projects 

counted may be too high compared to the actual climate investment associated with the 

project. This concern has been echoed in numerous reports and UNFCCC submissions, 

such as the Oxfam shadow report,85 and submissions to the SCF on climate definitions.86 

In principle, this should not be a problem if the coefficients on the markers are set 

appropriately: i.e. so long as the coefficient is set according to the average relevance of 

projects with a particular marker, total climate finance will not be overstated, even if 

measured climate finance is wrong at the project level.  
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However, this is obviously difficult to judge, likely to change over time, and the process 

for setting the coefficients does not suggest that they have been well-calibrated to reflect 

the average relevance of projects. Common responses as to why coefficients have been 

set at their current level were either that they “were a reasonable approximation” or “in 

line with other donors”. This is understandable given the complexity of adequately 

calibrating the coefficients, but it does not suggest that the markers capture climate 

finance accurately.  

In addition, there are reasons to believe either that the average climate relevance of 

projects has increased over time (as climate becomes a bigger priority, and more and 

more projects incorporate a greater share of climate objectives) or that it has decreased 

(as the political pressure to meet climate finance targets leads to looser interpretation of 

what counts as an objective). DI has found evidence for the latter,87 as have other 

authors,88 but the net impact is still ambiguous. This makes it likely that the appropriate 

coefficients to use also change over time, but countries very rarely change the 

coefficients used in reporting.  

Evidence from other audits on quality of markers is concerning 

Evidence from various reviews of how markers are used is not encouraging, even in 

countries that appear to be making an effort to apply them rigorously and in good faith. 

For example, the Danish Auditor General’s Office reviewed the quality assurance reports 

of Denmark’s climate aid between 2016 and 2018.89 The reviewers came to a different 

conclusion about the correct marker to use in more than half of project commitments over 

this period. This includes projects that should have been marked as climate, and vice 

versa – and even disagreements about whether the main focus was adaptation or 

mitigation. However, the review also found that the Denmark’s method was in accordance 

with OECD’s guidance. The issue was not adherence to the rules, but that the rules 

themselves were leaving too much room for discretion.  

Similar concerns were raised by the European Court of Auditors, who produced a special 

report entitled ‘Climate spending in 2014–2020 EU budget – not as high as reported’.90 

This report was not focused on international climate finance, but the assessment 

methodology was taken from the OECD marker system. Among the findings were that 

“similar projects received different coefficients”, “coefficients are attributed at different 

levels of detail”91 and that “the climate coefficients used for nine of the 24 Horizon 2020 

projects we examined were not reasonable, as they had a weaker link to climate action 

than claimed”.92 

The Policy and Operations Evaluation Department (IOB) of the Netherlands reached a 

similar conclusion,93 noting that the marker system “is imperfect and leaves a lot of room 

for interpretation by individual desk officers”, and that “for activities marked as 

‘significant’, it is often harder to see to what extent climate impact was successfully 

integrated into the project”.94  

These reviews share common features, highlighting the subjectivity required in the 

assessment of the markers, and the tendency for them to overstate the totals, echoing 

concerns raised by civil society. These are far from the only reviews to find that the 

marker system fails to capture climate finance adequately, but they are notable in coming 

from the provider governments themselves, and in the case of the Danish audit office, the 
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criticisms were coupled with the finding that the rules had been fully adhered to. The 

system was the problem, not the implementation.  

No consensus that markers are inferior 

Despite these criticisms, not all officials agreed that a case-by-case approach was 

superior. One practical reason raised by several officials was that such an approach is 

more resource intensive (one official told us it made them feel “tired” just thinking about 

the additional effort required). Quality assurers – where they exist – cannot just confirm 

that a project has a climate objective, but have to balance this objective against all the 

others to determine its relative importance. 

In addition, if countries are not required to report the share of projects that are counted as 

climate finance, and there is no way of discerning this from available data, then there is a 

serious transparency problem. At times, this can facilitate greater overstatement of 

climate finance. For example, the French loan to Tanzania for ‘Phase 5 of the Bus Rapid 

Transit (BRT) of Dar es Salaam’95 has a significant marker, indicating that climate is not 

the main objective, but nevertheless the loan appears to have been counted in full in 

UNFCCC reporting.  

More fundamentally, another reason is that if markers are applied at a sufficiently 

granular level, the difference becomes less important. For example, if a project consists 

of multiple components, some of which are focused on climate, then a single fixed 

coefficient is unlikely to accurately reflect the balance of climate and other objectives. 

However, if the marker is applied at the component level (rather than for the overall 

project), then this may be tantamount to a case-by-case approach. For example, the UK 

reports climate-finance shares of projects that range from near zero to 100%. But these 

coefficients are determined by evaluating the climate-relevance of individual project 

components. The UK project “Support to Bangladesh’s National Urban Poverty Reduction 

Programme”96 has five separate elements, two of which count in full as climate finance97 

when reporting to UNFCCC, and the rest of which count as zero. So, while at the project 

level 48% of the project funding was counted as climate finance in 2022, this was the full 

expenditure on the two climate components; the classification at the component level was 

binary.  

One official told us that when budgeting for climate expenditure, the climate share of 

whole programmes is estimated based on the planned activities, but that when it comes 

to reporting to the UNFCCC, the markers are applied to individual disbursements. In 

practice this is similar to ‘case-by-case’ approaches adopted by some countries.  

Not all climate objectives are created equal 

The requirement from the marker handbook that objectives need to be explicitly stated 

has been an important criterion for quality assurance units. Officials told us that they have 

questioned the marking of multiple projects based on this criterion not being satisfied, 

especially in contexts where climate objectives are being ‘mainstreamed’ into all projects. 

In these cases, project managers may feel that all projects have some relevance to 

climate, even if there is no specific objective/indicator stated in the documentation; quality 

assurers would push back in these instances.  
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However, merely stating an objective is not sufficient to guarantee that a project will have 

a noticeable impact on it, and whether or not an objective is fundamental to the project’s 

design is a question of motivation that is hard for others to assess. Every project is likely 

to have some impact on a range of climate goals, some positive, but merely listing the 

potential positive impacts as objectives should not be sufficient for a project to count as 

climate finance.  

What is a fundamental objective?  

When a country applies the principal marker, it is claiming that climate objectives are 

fundamental to the design of the project, and that the project would not have happened 

otherwise. These claims are often doubtful. For example, South Korea claimed that a 

US$100 million loan to Colombia with the description “seeks to support the economic 

growth of the country, in a context of health emergency due to Covid-19” had a principal 

mitigation focus. The objectives listed in the description were highly relevant for 

mitigation, but the fact that the purpose given was “Covid-19 control” casts doubt on the 

claim that these objectives were fundamental.  

Another example is rail transport. In 2022, nearly 40% of principal-marked mitigation ODA 

disbursements were to the rail transport sector, indicating that these projects would not 

have happened if not for their climate objective. But transport infrastructure is clearly a 

developmental necessity that would be required regardless of whether there was a 

climate crisis: copious academic evidence98  finds strong links between infrastructure and 

development outcomes, and indeed many countries have been investing in rail transport 

for years without discussing its climate impacts. 

Often countries disagree on whether an objective is fundamental even for the same 

programme. Looking at core funding for NGOs or public–private partnerships shows, for 

example, Sweden’s core contributions to the International Union for the Conservation of 

Nature were given a principal adaptation marker during 2013–2016. Over that same 

period, Denmark gave the same activity a significant marker, and Japan gave a zero 

marker (indicating no adaptation focus). Countries may have had different motives for 

providing this funding, but given these are core contributions, they were all funding the 

same thing. Similarly, during 2020, many countries provided the Coalition for Epidemic 

Preparedness Innovations core funding to help them develop a Covid-19 vaccine, but 

only Japan counted this funding as having a significant adaptation focus.  

Many of the Technical Expert Dialogue discussions that are informing the development of 

the NCQG highlight that the quality of climate finance is as important as its quantity. The 

fact that the estimated impact of climate finance varies widely by projects highlights this 

view, and suggests that greater reporting on expected impact should be essential, as 

otherwise it is difficult to substantiate claims about climate objectives being fundamental.  

Climate finance reporting systems: Good intentions, bad rules 

The officials that we interviewed were all concerned with the good faith implementation of 

the system their country was operating, and multiple levels of reviews provided some 

guard against excessive marking by project originators.  
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However, the most common system of reporting – the Rio markers – is clearly not 

ensuring that climate finance is measured consistently across time or across providers. 

Every review of the marker system has found disagreements about the correct markings 

of projects and highlighted the degree of subjectivity involved in assessments. More or 

less conservative assessments of the climate share of project funding could explain much 

of the variation in climate finance provision across countries, and there is evidence that 

changing reporting standards across time explains much of the increase in climate 

finance.  

Nor is the system adequate for assessing how well we are addressing the needs of 

partner countries. This is not just because of the contentiousness of some of the marking 

– there is no requirement that climate finance is linked to any measure of need and there 

are wild differences in the ex-ante estimates of projects' impacts on climate goals. 

Trying to assess the specific climate share of projects, as some countries currently do, 

holds more promise, but is complicated by a number of factors. Many countries do not 

currently have the resources to implement such an approach, and without the same level 

of statistical infrastructure that exists for the marker system, there is no guarantee that 

countries will measure climate finance more consistently or accurately if they move away 

from the markers. In fact, Japan previously claimed to use a case-by-case approach,99 

but in practice counted all its climate finance loans at 100% (whether marked significant 

or principal). In addition, while the OECD has no official role in assessing climate finance, 

its oversight of the marker process has led to additional scrutiny of how countries produce 

figures, which would be lost if countries moved away from the markers. 

Finally, moving towards a case-by-case approach is not a panacea. There is clearly still 

room for interpretation, as highlighted by the UK’s recent decision to ‘scrub’ existing 

activities to find additional activities that could be included. As discussed in Chapter 3, 

whether changing classifications after the fact makes climate finance estimates more or 

less accurate is ambiguous, but either the classifications were wrong then, or they are 

now, and either is problematic for interpreting trends. Similarly, the World Bank assigns 

different coefficients to each project, but the relevance of many projects has still been 

questioned.100  

The next and final chapter discusses some recommendations, drawn from our 

conversations with specialists, that would promote greater climate finance consistency.  
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Chapter 5: Conclusion and 
recommendations 

Conclusion 

To have a chance of meeting the goals of the Paris Agreement, all countries need to 

dramatically scale up investment in climate action, and those who can support others 

need to do so. However, the current system is inadequate for providing consistency in 

financial reporting, across time or providers, which means that our ability to hold them 

account is limited. This needs to be addressed for the UNFCCC’s New Collective 

Quantified Goal on Climate Finance to be successful.  

It is possible that some of the problems that afflicted the previous US$100 billion goal will 

be less important for the new goal. Countries have already made substantial efforts to 

redefine lots of activities as climate finance, and the scope for doing so further may now 

be limited, indicating that increases are more likely to be genuine. While in 2009 there 

was little attention or discussion around the use of markers, or what should count more 

generally, there has since been 15 years of scrutiny and debate that has at least 

highlighted some of the core issues.  

Despite this, it clearly remains the case that changes are needed. Some changes are 

politically contentions and reaching agreement will be a considerable challenge. But our 

analysis suggests a number of technical solutions that could facilitate production of more 

useful climate finance figures to strengthen accountability and impact.  

Recommendations 

1. Greater transparency 

First, this report echoes previous calls101 for greater transparency in what is reported as 

climate finance to the UNFCCC. As shown in Chapter 3, it is essentially impossible to 

match projects across the UNFCCC and OECD databases for most countries. Moreover, 

the project information contained within the common tabular format (CTF – the main data 

tables that the UNFCCC produces on climate finance) is insufficient to learn about the 

reason for the project’s inclusion.  

• Links to documentation: The CTF should include a separate column for links to 

project documentation, and countries should be required to provide these. For 

most projects, detailed information exists but is hard to find and this inhibits 

accountability. In response to a review of its Biennial Report,102 Japan 

commented that “the list of projects is too long to provide the requested links” 

because it would be too time-consuming. However, for most countries, a large 
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share of climate finance comprises of a handful of large projects. Requiring 

documentation links for projects over, say, US$50 million would go a long way 

towards increasing understanding of climate finance.  

• Reporting the climate share of projects counted: Countries reporting on a 

case-by-case basis should be required to report what percentage of the total 

project value has been counted as climate finance. The fact that this is 

unavailable makes it impossible to judge the claims being made: whether a figure 

listed in UNFCCC submissions represents 5% or 100% of a project’s total value 

has a large impact on how we should view it.  

• Standard, stricter definition of ‘commitment’: When reporting to the UNFCCC, 

only commitments with firm written obligations should be eligible to be counted. 

This would promote harmonisation with the CRS data and increase trust that 

commitments will eventually be translated into actual spending.  

• Track disbursements separately: Ultimately, what we care about is how much 

finance actually gets delivered. Projects that providers have committed to can be 

cancelled for justifiable reasons, and delays are inevitable. But given the short 

deadlines for meeting climate goals, it is essential that commitments are turned 

into completed projects. As with ODA, it should be a requirement of the 

Enhanced Transparency Framework for countries to track disbursements against 

commitments made, where possible.  

• Require project codes: Many providers have already started to provide project 

codes that allow linking between UNFCCC data and the CRS data, including the 

UK, Japan, Denmark, Canada, Germany, Norway and EU Institutions. This needs 

to be standard practice. 

2. Climate finance assessments should be as granular as possible 

The more aggregated the level at which an assessment is made of climate focus, the 

harder it is to ensure that the climate finance counted reflects the true nature of the 

project, especially if the assessment is made at the commitment stage, where changes to 

the project are possible. Often, climate finance is assessed at the commitment stage, 

where full project details may not be available, which could prevent a more granular 

assessment. This emphasises the importance of reporting fully on both commitments and 

disbursements, as discussed more in our first recommendation on transparency.  

3. Parties should consider novel techniques to ease capacity constraints 

One of the most common concerns during our interviews with experts was a lack of 

capacity. Some countries outlined that they did not have sufficient capacity to review all 

projects, and others said that a lack of resources was the main barrier to adopting a 

different system. While analysing the climate focus of projects at a more granular level is 

clearly preferable, it also requires greater resources, which is a barrier for countries with 

smaller teams, especially in cases where countries check the marking of every single 

project.  

However, it may not be necessary. Advances in techniques for analysing text data could 

provide a way of automating much of the review process. One option could be for 

individual countries to train an open-source model (such as those used in the analysis in 

Chapter 3) to identify the climate focus of projects that have already been through the 

review process, and to use this to predict the appropriate marking of new projects. The 
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majority are likely to be predicted with a high degree of certainty (for example, “Solar 

panel project reducing coal use in India” or “Support for border control in Niger” having 

obvious markings of principal and no mitigation focus respectively). These can be 

ignored, allowing reviewers to focus on edge cases. Most processes involve entering 

projects into dedicated systems and so having these systems automatically flag projects 

for which the prediction is out of step should be possible.  

This is not entirely ‘game-proof’: project designers may be able to alter the language used 

in the project descriptions to make it more likely that the model classifies the project as 

climate. But this would be more difficult than simply adding relevant keywords, as natural 

language processing (NLP – a form of machine learning) is able to pick up cues from 

context to give a more nuanced assessment. For example, if a project is in a sector rarely 

associated with climate action, then so long as the rest of the description accurately 

reflects the project, this may be a sufficiently strong cue to override the presence of 

climate-related words.  

Some countries have already experimented with automating aspects of the review 

system, for example flagging project descriptions that contain certain key words, but there 

is scope to build on this using more sophisticated NLP models. Such models cannot 

replace human judgement or quality assurance processes entirely but can help direct 

reviewers to the projects most likely to be revised.  

Any country could explore such models with the view to reducing the capacity needed to 

quality-assure projects. But another option would be for a model to be trained more 

centrally, e.g. the Standing Committee on Finance (SCF) or another body could manually 

code enough projects from all providers to train an NLP, and Parties could use this to 

predict classifications for their own projects. This would provide a check for the degree of 

consistency across Parties. Furthermore, the costs of operating and maintaining such a 

model (anticipated to be small) could be shared between donors. 

4. The UNFCCC should strengthen its peer review process 

DAC members have long been required to engage in a peer review process, whereby 

representatives from the OECD and other DAC members will examine shifts in aid 

spending and policy, to assess their likely effectiveness and highlight worrying trends. 

More recently, there has also been a voluntarily statistics peer review, whereby 

processes for generating aid statistics are evaluated. Officials that we spoke to see this 

process as a valuable way to share information, learn from other members and identify 

potential reporting issues. As part of this, many countries have requested additional 

webinars or workshops to discuss specific questions relating to climate finance.103 

However, this system is voluntary and, as a DAC process, is disconnected from climate 

finance reporting. While the Rio markers are included in the assessment (along with other 

policy markers) these are only a small part of the review (and the reviews of the Rio 

markers are less relevant for countries that do not use them as the basis of their 

UNFCCC submissions). 

The UNFCCC also has a peer review processes (the International Assessment and 

Review process) in which Expert Review Teams assess aspects of reporting on climate 

action, including climate finance. But these are primarily limited to an assessment of 

whether Parties have complied with transparency requirements, such as including their 
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definition of ‘new and additional’, or completing all fields in the CTF. These have brought 

valuable improvements in transparency, for example, Japan started providing less 

aggregated data after the technical review of its third Biennial Report encouraged it to 

provide more project details. However, these reviews could go beyond merely 

establishing whether Parties have responded to each “shall” commitment from various 

UNFCCC agreements and play a role assessing the veracity of claims on climate finance. 

For example: 

• The review team could establish differences in the ways that countries count 

similar projects. For example, have different markers been applied to core 

contributions to the same trust funds or PPPs?  

• Where an automated check – such as the use of an NLP model as per the 

previous recommendation – casts doubt on the relevance of a project, the review 

team could request an explanation for the inclusion of the project.  

• The review team could establish whether projects are relevant to needs identified 

in the NDCs/NAPs of partner countries.  

It would not be feasible for the review team to check every single project. But even 

checking a random sample (with the probability of selection proportional to project size – 

or a sample informed by other factors, such as an NLP model, or projects whose 

markings deviate from the OECD’s suggested markings) would establish more rigorous 

reporting. The SCF could be tasked with drawing out common problems.  

Expanding the remit of the Expert Review Teams could be relatively simple but has the 

drawback that Parties are reviewing each other and therefore may be vulnerable to 

‘retaliation’: receiving a difficult review in exchange for asking difficult questions. An 

alternative would be to establish an external body to perform this audit function, as 

recommended by the Center for Global Development.104  

5. Countries should improve reporting on impact, both ex-ante and ex-post 

One of the key issues with climate finance is the lack of clarity about what its impacts are. 

In fact, some research suggests that mitigation finance is not even correlated with lower 

emissions pathways.105 However, many countries already report some estimates of 

impact (both ex-ante or even ex-post) such as the UK’s performance metrics for 

International Climate Finance, which report both expected and achieved results. Several 

officials expressed that reporting ex-ante estimates of impact is a component of best 

practice, and that in principle there is nothing preventing countries from doing so. 

Providers should already be estimating the impact as part of project appraisals.  

Reporting on ex-ante impact should be a minimum requirement of all climate finance, as 

argued in previous submissions to the UNFCCC on measuring climate finance:106 if 

countries are unable to explain the impact they think finance will have on climate 

outcomes, there is no reason to accept that it is climate finance. In addition, requiring 

providers to report this will present us with a much better understanding of how finance is 

bringing the world closer to meeting the Paris Agreement. There are multiple ways this 

could be achieved but adding columns to the CTF for both the climate-relevant KPIs and 

the estimated progress towards it would be a start.  
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There are some types of expenditure for which this may not be possible. For example, 

relevant staff costs are often counted for departments or agencies with a climate finance 

role, and research and development is no doubt important but has outcomes that are 

hard to quantify. Yet these are the exception rather than the rule. For most projects, 

reporting on KPIs would be possible and allow a better understanding of why projects are 

included in climate finance estimates, and what impact they are likely to have.  

6. The UNFCCC should provide full, official guidance on using the ‘case-by-

case’ approach  

One reason that countries use the Rio marker system is because it is there: a preexisting 

system for measuring climate finance that came with guidance from the OECD and is 

easily to integrate into existing reporting. There is nothing similar for the case-by-case 

approach – but, if there was, it is possible that other countries would have chosen to 

adopt that method, especially as many officials agreed it was better in principle. The SCF 

does not have authority to impose a set of rules, just as the DAC cannot enforce 

compliance with suggested markings, but if there was an agreed standard it would not 

only assuage the concerns of countries that think the approach less transparent but also 

remove the burden from countries of developing their own methodology.  

Examples already exist. The UK has a detailed internal guidance document that project 

originators use to identify a project’s share of climate finance. The US provides 

“parameters of accounting” to departments to help them identify climate finance. There is 

already the joint multilateral development bank methodology, which guides MDBs in 

identifying the incremental cost of adding adaptation components to projects (for 

example).107 If a UNFCCC body were able to build on this and develop a standard guide 

for the case-by-case approach, it would not only have more legitimacy than the Rio 

markers (developed solely by high-income countries) but also fill the gap that led many 

countries to adopt the markers in the first place.  

Moving in the right direction 

These recommendations will not solve all of the problems associated with climate 

finance. Many of these problems are highly political: the difficulty of spending money 

abroad, especially when domestic problems and debt-burdens have mounted in recent 

years; the fact that many climate finance projects are more about promoting domestic 

firms108 or exporting technology; and the fact that many countries have an interest in 

keeping their numbers high to meet ambitious political targets. By contrast, these 

recommendations are largely technical.  

However, the first step in improving the quantity and quality of finance provided is 

understanding the current landscape, and this requires consistent measurement across 

time and providers. Our conversations with officials suggest that these recommendations 

represent pragmatic and feasible ways to may move climate finance reporting 

significantly further in this direction.  
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Glossary 

Adaptation: Where a project seeks to reduce the vulnerability of human or natural 

systems to current and/or expected impacts of climate change. 

Biennial Transparency Report: see Enhanced Transparency Framework 

Case-by-case approach: A way of assessing the climate share of a project that 

involves estimating the percentage of activities (to be) performed within the project that 

are relevant to climate, in order to give a precise estimate of the climate finance 

associated with the project.  

Climate share: The percentage of a project's funding that is counted as climate finance. 

CMA: Conference of the Parties serving as the meeting of the parties to the Paris 

Agreement. This is the governing body for the Paris Agreement, that meets annually 

during the same period as the COP. Signatories to the convention that are not also 

signatories to the Paris Agreement can observe, but not contribute to decisions at the 

CMA.  

COP: Conference of the Parties. This is the primary decision-making body of the 

Convention. All Parties to the Convention are represented and meet annually to review 

the implementation of the Convention and related matters.  

Copenhagen Accord: Document produced at COP 15 (not universally agreed or passed 

into law) in which the goal to provide and mobilise US$100 billion annually in climate 

finance for developing countries was first stated. Available at: 

https://unfccc.int/resource/docs/2009/cop15/eng/l07.pdf 

Development finance: This is understood differently in different contexts, but in this 

report broadly refers to finance provided by the public sector for the support of 

development objectives (such as economic growth or poverty reduction) in developing 

countries, or global public goods.  

‘Developed/Developing’ country: These are categories of countries referred to 

frequently in both COP texts and the Paris Agreement, but not clearly defined. 

‘Developed’ and ‘developing’ countries have different obligations under these texts, 

especially in terms of financial support provided, but this relies on countries’ self-

identification.  

Enhanced Transparency Framework: This is a reporting framework introduced by the 

Paris Agreement that requires Parties to submit ‘Biennial Transparency Reports’ from 

2024. For more information, see the UNFCCC’s ‘Reference Manual for the Enhanced 

Transparency Framework’, available at https://unfccc.int/documents/268136  

https://unfccc.int/documents/268136
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Mitigation: Where a project contributes to stabilising greenhouse gas concentrations in 

the atmosphere by promoting efforts to reduce or limit greenhouse gas emissions or 

enhance greenhouse gas sequestration. 

New Collective Quantified Goal on Climate Finance (NCQG): This is a new goal on 

climate finance to be agreed prior to 2025 by the CMA, set from a floor of US$100 billion.  

Paris Agreement: International treaty on climate change adopted in 2015.   

Pearson Commission: Commission established by the World Bank in 1969 that initially 

proposed the 0.7% of GNI (referred to as GNP at the time) target for provision of ODA, 

later adopted as a UN resolution.  

Policy marker: These are variables in the OECD CRS data that allow donors to denote 

the degree to which projects focus on a range of issues, such as gender, climate and 

trade. Each is based on a three-point scale (no focus, significant focus or principal 

focus on the topic in question). The Rio markers are an example.  

Principal objective (OECD Policy markers): An objective that is fundamental to the 

design of a project, and without which it would not have taken place.  

Purpose code: Five-digit code used in the OECD CRS data to denote the detailed 

sectoral focus of a project (e.g. 21030 is rail transport).  

Rio markers: An OECD system that uses a three-point scale to identify climate focus. 

This system was originally intended to be qualitative but has since been adapted by many 

countries to form the basis of UNFCCC reporting.  

Significant objective (OECD Policy markers): An objective that is important to the 

design of a project, indicating that the project has been substantially altered to address 

the objective, but still would have taken place without it in some form.  

Technical Expert Dialogue: Part of the Ad-hoc Work Programme on the NCQG that was 

established by the Conference of the Parties serving as the meeting of the Parties to the 

Paris Agreement (CMA).   
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