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Summary 
 
Climate change will require significant investments in the adaptation of economies and 
infrastructure. To be operational, however, it is useful distinguish between adaptation per se 
(e.g., upgrading of existing infrastructure) and adaptation deficit reduction (e.g., construction 
of new infrastructure needed to cope with climate variability and change). Obviously, poorer 
regions and communities need to focus first on adaptation deficit, while relatively richer 
locations need to focus on adaptation in a stricter sense. It is unlikely that a single instrument 
can answer to these two needs in an optimal manner. 
First international agreements have led to the creation of the Adaptation Fund (AF), and it 
appears that the AF is more adequate to fund strict adaptation projects than to provide funding 
for reducing the adaptation deficit. This paper proposes the creation of a new fund – an 
Adaptation-Development Fund (ADF) – that would complement (and not replace) the AF. 
Unlike the AF, this new fund would be incentive-based: it would not assess projects and 
programs ex ante, but would be based on ex-post macro indicators of vulnerability reduction, 
which would be used to determine the appropriate level of funding. Examples of such 
indicators are the number of people without access to drinking water or sanitation, or the 
number of people exposed to the 100-year return period flood, or the number of people living 
in informal settlements. In such a scheme, the amount of funding depends only on the results 
of actions and measures, not on their cost, leaving the recipient country free to decide on the 
most cost-effective approach. 
Such a scheme could answer in a constructive way to current needs for adaptation, namely (1) 
combining adaptation needs with development strategies; (2) ensuring that adaptation policy 
is country-driven, context-specific and incentive-based, preserving the recipient-countries 
right to design their own development strategy, avoiding micro-management at the 
international level, and minimizing governance issues; (3) the need to balance in an equitable 
and efficient manner adaptation projects and broader vulnerability-reducing projects; (4) the 
need to enhance the leverage effect of public funding to involve private capital; and (5) the 
need to balance actions targeting the most vulnerable populations and the most cost-efficient 
projects. 
 
 
 
Introduction 
 
Regardless of which climate policies will be implemented in the future, adaptation to climate 
change will be necessary to ensure world development and well-being. Adaptation is also one 
of the keys of climate change negotiations, for Copenhagen and beyond.  
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The UNFCCC text, in 1992, stated that “the developed country Parties and other developed 
Parties included in Annex II shall also assist the developing country Parties that are 
particularly vulnerable to the adverse effects of climate change in meeting costs of adaptation 
to those adverse effects.” Later on, this statement has been repeated in the Kyoto Protocol, 
with details on how to finance this assistance, and Decision 10/CP.7 created the Adaptation 
Fund to finance “concrete adaptation projects and programmes in developing country 
Parties.”  
 
More recently, the Bali Action Plan, agreed in 2007, includes the need to address in a new 
decision: “enhanced action on adaptation,” “enhanced action on the provision of financial 
resources and investment to support action on mitigation and adaptation and technology 
cooperation.” More particularly, the Bali Action Plan stresses the need for “innovative means 
of funding to assist developing country Parties that are particularly vulnerable to the adverse 
impacts of climate change in meeting the cost of adaptation,” and “means to incentivize the 
implementation of adaptation actions on the basis of sustainable development policies.”  
 
Defining adaptation, however, is not always easy. According to UNFCCC (2009), for 
instance, adaptation actions can be grouped into three broad categories: (a) Actions that 
climate-proof socio-economic activities by integrating future climate risk; (b) Actions that 
expand the adaptive capacity of socio-economic activities to deal with future and not only 
current climate risks; (c) Actions that are purely aimed at adapting to impacts of climate 
change and would not otherwise be initiated. On the same ground, other papers (e.g., Parry et 
al., 2009) distinguish between adaptation per se (e.g., upgrading of existing infrastructure) 
and adaptation deficit reduction (e.g., construction of new infrastructure needed to cope with 
climate variability and change). Obviously, poorer regions and communities need to focus on 
adaptation deficit, while relatively richer locations need to focus on adaptation in a stricter 
sense. While UNFCCC decisions do not distinguish clearly between these two needs, it is 
unlikely that a single instrument can answer to both in an optimal manner. 
 
First international agreements have led to the creation of the Adaptation Fund (AF). The AF 
funds adaptation projects and programs in developing countries, based on an ex-ante project 
selection2.  
 
Adaptation funding, however, will have to be scaled up if expected adaptation needs are to be 
met, and the AF approach may soon reveal insufficient. In particular, the AF approach 
appears more adequate to deal with the third UNFCCC category of adaptation actions, namely 
the actions that are purely aimed at adapting to impacts of climate change and would not 
otherwise be initiated. Broader adaptation needs and development-related actions to reduce 
climate change vulnerability, i.e. actions to reduce the adaptation gap, have different 
characteristics that make ex-ante project selection more difficult. Especially, they have to be 
linked with development strategies, and the assessment of such projects by the AF cannot be 
done in isolation of other policy goals and development projects.  
 
This paper proposes the creation of a new fund – an Adaptation-Development Fund (ADF) – 
that would complement (and not replace) the AF3. Unlike the AF, this new fund would not 

                                                 
2 Decision 5/CMP.2 states that the “Adaptation Fund shall be guided by the following principles: […] (d) 
Funding on full adaptation cost basis of projects and programmes to address the adverse effects of climate 
change.” 
3 The question of how (and how much) resources would be provided to this fund is out of the scope of this paper. 
Needed total resources could be estimated from estimates of the current infrastructure deficit in developing 
countries (e.g., Satterthwaite, 2009). However, more work is urgently needed to provide more reliable and 



assess projects and programs ex ante, but would be based on ex-post macro indicators of 
vulnerability reduction, which would be used to determine the appropriate level of funding. 
This text includes first a rapid description of the scheme, and then discusses why such a 
scheme could answer in a constructive way to current political contradictions of adaptation 
funding. 
 
The proposed scheme 
 
The idea would be first to define a series of macro indicators that reflect – even broadly – 
factors of vulnerability to climate change. It is important to stress that these indicators are 
multiple, and they are not “vulnerability indicators” that have to aggregate all factors of 
vulnerability into a single number4. Examples of such indicators are the number of people 
without access to drinking water or sanitation5, the number of people exposed to the 100-year 
return period flood, the number of people with access to hurricane shelters in hurricane-prone 
areas, the number of people covered by early warning and evacuation systems, the number of 
people living in informal settlements6, or even broader indicators like the number of doctors 
per 1000 inhabitants7. The indicators are easier to define than a single vulnerability indicator 
and are likely to cover a few climate-sensitive sectors: natural risk reduction, water 
management, agriculture, health, infrastructure, housing, and ecosystem services. These 
indicators should cover the direct vulnerability to climate change, as well as the social 
vulnerability, the adaptive capacity and the resilience to direct climate change impacts8. 
 
The scheme proposed here would then be based on successive periods of between 2 and 5 
years. At the end of each period, an independent country-level assessment of the indicators 
would be carried out. For instance, the number of persons without access to sanitation would 
be estimated by an international body. As a function of the net change in indicators over the 
period, funding would be provided by an Adaptation-Development Fund (ADF) from 
resources provided by the international community. For sanitation, for instance, the ADF 
would provide a given amount per additional person with access to sanitation, using the net 
change in the number of persons to make sure that what is gained in a region is not lost in 
another, that infrastructures are well maintained and operated, and that progresses are 
sustained over the long term.  
 
The detailed strategy used by a country to make progress would not be discussed by the ADF, 
which would only focus on ex-post results. Countries would be free to develop their own 
strategy, and they would have to finance it from domestic resources, from existing 
development aid channels9, from the AF, or from international private capital. Thanks to 

                                                                                                                                                         
consensual estimates. Proposals have been made by Mexico, Norway, Switzerland and others on mechanisms to 
provide resources to such an adaptation fund. 
4 So far, all attempts to create aggregated vulnerability indicators to determine where available funding should be 
used in priority have revealed unsatisfactory, as these indicators contradict each others and remain dependent on 
value judgment on which there is no consensus (see Füssel, 2009). 
5 In absence of drinking water and sanitation infrastructure, reduction in available water quantity is accompanied 
by degradation in water quality, leading to health issues (e.g., diarrhoeal diseases).  
6 People living in informal settlements are more vulnerable to extreme weather event (flood, heat waves, etc.).  
7 Where health systems are well developed and efficient, most expected impacts of climate change on health can 
be limited. Concerns on climate change health impacts are largest in countries where population has limited 
access to health care (see IPCC, 2007).  
8 Research has shown that welfare losses due to climate change will not depend only on climate change intensity 
and direct vulnerability, but also on how societies and economies are able to cope with and adapt to climate 
change impacts (e.g., Hallegatte et al., 2007a, 2007b). 
9 If ODA or the AF is used to provide ex-ante funding and ADF provides ex-post reward, the fraction of the cost 
that is expected from the ADF should be provided by ODA loans, to prevent double-payment of the same 
investment (see more details below). 



guaranteed10 ex-post revenues from the ADF, financing these strategies from existing funding 
channels and private capital should be much easier than in the current situation.  
 
For instance, countries can create national-scale funds that provide resources for adaptation-
development projects and that are funded from ADF ex-post funding. Countries would have a 
full control on these funds and on the projects they finance, in spite of the external origin of 
the funds.  
 
Theoretically, the amount of funding that would be transferred could either cover the full cost 
of required investments, or only a fraction of this cost. For access to drinking water and 
sanitation in Africa, for instance, the Camdessus Report (Camdessus et al., 2003) estimated 
that providing these services to an additional 19 million rural inhabitants each year in Africa 
would (have) cost $1.4 billion per year between 2003 and 2010. If such an estimation is 
accepted for all countries (which this paper does not claim), any country that improves access 
to drinking water and sanitation would receive from the ADF $74 for each additional person 
with access to these services.  
 
Funding only a fraction of the cost may be necessary, however, as providing the full cost may 
reveal impossible because of resource scarcity. Moreover, climate change adaptation is hardly 
the only reason for countries to provide sanitation to their population, and improvements in 
sanitation yield large social and economic benefits that can help fund required investments. It 
seems thus acceptable to fund only a fraction of this type of investment costs through 
adaptation finance. For water and sanitation, for instance, a 20% fraction could be funded by 
the ADF, i.e. about $15 per additional person with access to drinking water and sanitation.  
 
These fractions cannot be determined here, since they represent mainly political decisions. 
They will have to be determined through a political process taking into account, inter alia, (i) 
the total amount of available resources to the ADF; (ii) the role of climate change in the need 
for these investments11; and (iii) the need for the various possible investments to have returns 
that are not too different12. To avoid investments to concentrate only in sectors or countries 
where returns would be highest, it may reveal necessary to pre-determine (i) which fractions 
of funding should be used in different sectors (e.g., an upper range in each sector); (ii) a 
geographical funding repartition rule (e.g., an upper range by large supra-national regions). 
Structural and cohesion funds of the European Union provide examples of such rules for 
sector and country fund distribution13. 
 
Regardless of whether the ADF provides the full cost or only a fraction of the cost, countries 
would have to fund their investments prior to receive the ADF funding. To do so, they would 

                                                 
10 This funding is “guaranteed” because it does not depend on project revenues (e.g., from water or electricity 
sales) or on exchange rates. But it is not guaranteed in case of project failure, i.e. if the project does not improve 
indicators. A full guarantee would introduce moral hazard issues. 
11 For instance, where climate change increases flood risks in a significant manner, it increases largely the need 
for early warning and evacuation systems. The funding ratio linked to the indicator “number of people covered 
by early warning and evacuation system” should therefore be very high. On the opposite, improved access to 
health care is urgently needed in developing countries for many reasons, and climate change is only marginally 
responsible for this need. The funding ratio linked to the indicator “number of doctors per 1000 inhabitants” 
should therefore be very low. 
12 If ADF funding is much larger with respect to required investments in some sectors (or for some indictors), it 
is likely to most investments will concentrate in these sectors. To avoid this problem, returns can be calibrated to 
stay relatively close, or disbursement rules can make sure that all sectors (or indicators) receive a pre-determined 
share of resources. 
13 In structural and cohesion EU funds, resources available for one objective or one regions cannot be transferred 
in principle to other objectives, introducing a rigidity that insures that all objectives – even the most difficult to 
aim for – are targeted. 



have to build a consistent development-adaptation strategy, in which adaptation funding is 
used as a trigger for other funding sources, including domestic funding, ODA, and private 
capital.  
 
Considering current capital constraints in developing countries, a starting phase using special 
international resources could be imagined for the period that precedes the first ADF 
disbursement. To do so, a given percentage of the total estimated needs could be provided in 
this first phase. As an illustration, if a country needs to provide drinking water and sanitation 
to 1 million inhabitants, and if the ADF provides $15 per additional inhabitant with such 
services, the total resources needed are $15 million. In a first 2-year phase, x% of this sum 
could be provided unconditionally as starting resources.   
 
This funding would complement the AF, which could then focus on narrower adaptation 
projects14 (e.g., drinking-water network or coastal protection upgrades) than the ADF, which 
would focus on adaptation-development synergies (e.g., creation of climate-proof drinking 
water networks or coastal protections). This complementary is necessary, as the resources of 
the AF would be insufficient to fund these broad vulnerability-reducing actions.  
 
The philosophy behind this approach is close to the Fundo Amazônia strategy 
(http://www.fundoamazonia.gov.br/). This fund finances actions to reduce deforestation in 
Brazil. This fund is fully controlled by Brazil, but its resources are provided by Norway on 
the basis of a macro indicator, namely the CO2 emissions linked to deforestation in the 
country, with respect to a baseline defined on historical deforestation rates (1996-2005). The 
amount of funding is EUR 4 per ton of avoided CO2. Importantly, the amount of funding 
depends only on the results of Brazilian actions and measures, not on their cost, leaving the 
recipient country free to decide on the best actions to limit deforestation emissions.  
 
Let me now review how this proposal can answer the contradicting constraints that exist on 
adaptation funding. 
 
Enhancing consistency between adaptation and development strategies 
 
First, large-scale adaptation strategies should not be designed independently of development 
strategies, and adaptation actions will have to be part of a broader development plan. Many 
authors have made the point that adaptation and development actions are sometimes difficult 
to discriminate and that synergies between development and adaptation should be at the basis 
of adaptation strategies (e.g., Hallegatte, 2009).  
 
Moreover, (climate-proof) development projects often appear as an extremely efficient way to 
reduce future vulnerability to climate change, even when adaptation is not an explicit 
component of these projects15. This is especially the case in least developed countries, where 
adaptation appears often meaningless because of the current adaptation deficit, i.e. the fact 
that these countries are not adapted to their current climate. As an illustration: how to adapt 
coastal protections to climate change when these coastal protections do not exist? In such a 
case, a development action, namely providing protection against current-climate extreme 
events, cannot be considered as an adaptation action but is nevertheless the best way to reduce 

                                                 
14 In its current form, the AF is supposed to fund both adaptation projects in the strictest sense and vulnerability-
reduction development projects.  
15 Development and poverty reduction is an efficient adaptation strategy. For instance, better housing reduces 
flood consequences and extensive health systems can limit climate-change impacts on health. All development 
projects do not reduce vulnerability, however. Nicholls et al. (2007) show that development-related urbanization 
in coastal cities lead to an increase in coastal-flood risks. 



future vulnerability. Refusing to use adaptation finance to fund development projects would 
simply lead to the rejection of the most efficient investments to reduce future climate change 
impacts.  
 
Moreover, where and when adaptation actions and adaptation funding can help meet other 
development goals like the Millenium Development Goals, this opportunity has to be seized. 
To avoid a counterproductive separation between adaptation and development, and to avoid 
the lengthy creation of costly new institutions, it could also be desirable, when possible and 
acceptable, to use existing development institutions and funding channels in the adaptation 
process.  
 
In the scheme proposed here, the fact that ADF funding is provided only ex-post makes it 
necessary to develop funding schemes that involve domestic resources, existing ODA, AF 
funding, and private capital. Involving development funding and ODA would ensure that 
adaptation is not considered as a stand-alone process, separated from development actions and 
other economic investments. It would therefore enhance the consistency of development and 
adaptation, avoid conflicts between measures, and promote the mainstreaming of adaptation 
within development plans.  
 
Also, the fact that the ADF would use the net change in indicators provides an incentive for 
investments and projects that can be sustained over the long term, and for adequate 
maintenance of infrastructures. Moreover, ex-post financing would allow rewarding good 
policies, even when they are not specifically about adaptation16. For instance, countries could 
be rewarded not only for the introduction of specific adaptation policies, but also for the 
suppression of risk-increasing policies (e.g., land use planning leading to development in 
flood prone areas). This broadness would increase the chance of policy consistency.  
 
Interestingly, if ODA is involved, the ADF indicators would not have to check explicitly that 
the new investments have been designed to be robust to future local climate changes, since all 
development agencies now include in their project reviews an assessment of how project 
designs take into account adaptation needs. If an investment is carried out to provide 
sanitation in a region, the verification that the project is climate-smart would therefore be 
done at the ex-ante financing stage of the project, and the ADF would not have to include 
climate-related indicators in its assessment. 
 
Also, since the indicators used by the ADF could be consistent with other development goals, 
including the MDG, this adaptation funding would make sure that adaptation supports 
economic development.  
 
A potential issue is that donors that contribute to ODA and ADF could have the impression of 
paying twice for the same projects. This problem would arise for a project when ODA 
provides ex-ante a share of the project cost and ADF provides an ex-post reward based on the 
project results. This issue can easily be avoided if such ODA ex-ante funding distinguishes 
between (i) loans that anticipate the ADF contribution; (ii) other classical ODA loans and 
grants. The latter would be classical ODA targeting development; the former would be a 
financial service that makes it possible to build on the future ADF contribution. The cost of 
this financial service could be either covered by ODA (which is not paying twice the same 
thing) or included in what is expected from the ADF. 
 
                                                 
16 Exceptional situations have also to be taken into account: if a disaster affects water infrastructures and reduces 
the number of people with access to drinking water, nobody wants to add an additional burden on the affected 
countries. In such cases, a reduction in indicators should not lead to a reduction in funding. 



Ensuring that adaptation is country-driven, context-specific and incentive-based, and 
minimizing governance issues 
 
Adaptation is very context-specific and involves political choices that are better made at 
country or local level. As a consequence, adaptation actions should not be micro-managed at 
the international level, and there is a broad agreement to say that even when international 
support is involved, adaptation planning should remain country-driven and designed at 
national or sub-national scale. This creates difficulties for any project-based approach in 
which projects have to be validated and selected by an international body, often less aware of 
local realities than the entity that applies for funding. In addition, as adaptation has a political 
component, such a validation process may imply sensitive sovereignty issues in developing 
countries.  
 
In the scheme proposed in this paper, these problems do not arise, since the strategy is only 
designed at country-scale, with no ex ante validation of projects and programs. Only 
indicators and objectives have to be discussed at the international scale, and this could be seen 
as less intrusive than project and program international validation. It would help solve the 
sovereignty issues raised by many developing countries. 
 
In addition, the fact that funding is provided ex-post in view of results minimizes governance 
issues, even though it does not solve all of them, and reduces the need for heavy 
administrative and financial processes.  
 
Moreover, the ADF would not have to assess ex ante how efficient a project will be to reduce 
climate vulnerability. It would provide funding ex post, on the basis of results that are much 
easier to measure ex post than to predict ex ante. More precisely, the assessment of how 
efficient an investment will be would not be done by a centralized body like with the AF. 
Instead this assessment would be done by the countries or the investors when they build their 
projects, to assess which fraction of the cost will eventually be provided by the ADF. Since 
countries and investors have a much better knowledge of their projects and of the country in 
which the project will be implemented, it is likely that such an assessment will be better than 
what can be done by an international body.  
 
The ADF scheme would also shift the focus of adaptation policy from top-down command-
and-control measures to more bottom-up incentive-oriented approaches17. Indeed, such a 
scheme would reward a country in which a national policy has led to investments that provide 
access to water to the population, even if the government did not fund and implement these 
investments itself. Therefore, it would allow for more flexibility on how the adaptation-
development goals are reached. It would also build on local knowledge, possibly involving 
public and private partnerships. Since adaptation is not only needed for national policies, but 
also for local authorities, private businesses and households, this more open approach may 
reveal preferable.  
 
Also, this scheme will provide a useful incentive for decision-makers in domains where such 
incentives are weak. Policies to reduce long-term risks, for instance from rare floods, have 
indeed immediate and certain costs. But their benefits are unlikely to materialize within the 
decision timeframe of most decision-makers. The incentive to implement land-use control in 
at-risk areas is thus very weak, leading to the rapid increase in flood exposure that is currently 
observed (see Nicholls et al., 2008, for an example on coastal floods). By providing a rapid 
                                                 
17 This incentive based approach fits well with the text of the Bali Action Plan, which proposes to address the 
“means to incentivize the implementation of adaptation actions on the basis of sustainable development 
policies.” 



reward to decision-makers who reduce the number of people at risk, the ADF could create the 
incentives needed to make sure that risk management is implemented by local decision-
makers. 
 
Balancing adaptation projects and broader vulnerability-reducing projects 
 
An important obstacle to the practical implementation of adaptation measures is the current 
large uncertainty on how local climates will change (Nicholls and Leatherman, 1996; 
Fankhauser et al., 1999; Hallegatte et al., 2007). Over the short term, this uncertainty makes it 
often desirable to focus on robust adaptation strategies or vulnerability-reducing strategies 
(see examples in Groves et al., 2007; Hallegatte, 2009) instead of projects designed to deal 
with a precise change in local climate that is expected but may never realize. 
 
Robust or vulnerability-reducing strategies, however, are always broader than purely 
adaptation strategies and appear often as development strategies. They are therefore more 
difficult to fund through the adaptation funding provided by the AF. The ADF would 
complement the AF by supporting development projects and programs that reduce climate 
change vulnerability but are not adaptation projects per se. The existence of the ADF would 
moreover allow the AF to focus on projects that are essentially adaptation projects, making its 
selection process easier and its objectives clearer18.   
 
Using the leverage effect of public funding to involve private capital 
 
Public financial resources provided by developed countries are very likely to remain 
insufficient to meet adaptation needs as currently assessed by international organizations 
(World Bank, 2007; UNFCCC, 2007; Parry et al., 2009). Even though the methodology 
behind these assessments can be criticized, significant funding will in any case be necessary 
and drawing such funding from developed-country public finances appears difficult. It may 
therefore reveal necessary to complement public resources with private resources, possibly by 
using a leverage effect of public money on private capital. 
 
The funding process proposed here could play this role. Even though this funding would only 
be provided ex-post, it would make it easier to mobilize ex-ante ODA financing or domestic 
funding sources. In particular, it would help create synergies between development 
investments and adaptation investments, making it possible to implement projects that were 
too expensive for both adaptation finance and current development aid flows (e.g., drainage 
systems in developing-country cities).  
 
Moreover, it could help attract private finance. For instance, there is a reluctance of private 
investors to invest in projects that aim at providing drinking water, because water price is a 
sensitive political issue. As a consequence, there is no way for a private investor to make sure 
that the price will be maintained at the level planned at the investment stage. There is, 
therefore, a large political risk involved in this type of project and this risk partly explains 
why public-private partnership are less frequent than they were 20 years ago. The ex-post 
financing provided by the ADF could help reverse this trend. Indeed, this funding may help 
attract private capital involvement, since it provides a “return insurance” through a lower 
bound to the project returns. If the ADF funding is measured in an international currency or in 
a basket of international currencies, this lower bound may even reduce the high currency risk 

                                                 
18 The broadness of AF objectives is a real difficulty. The experience of EU funding toward new members shows 
that project selection is more difficult when objectives are broad and general: it is more difficult to track and 
review projects and to establish funding ratios; also, it makes it more difficult to benefit from learning through 
the process.  



associated to this type of projects in which investment is labelled in a different currency than 
the project income.  
 
There are many obstacles to attracting private finance into adaptation investments and the 
ADF deals only with a few of them. For instance, many private actors have little experience in 
assessing investment costs in developing countries, and the subsequent uncertainty on project 
returns (including ADF disbursement) can prevent them from investing. As a consequence, 
large amounts of private capital cannot be expected over the very short term. But a learning 
process could be expected from the first phases of the ADF, especially from the starting phase 
during which funding could be provided ex ante. Over the medium to long term, a progressive 
implication of private actors can therefore be expected. 
 
Attracting private capital and creating public-private partnerships could also help realize 
technology transfers in several domains where they could yield large gains. Non-conventional 
water production is for instance a highly technical sector in which the involvement of private 
companies can bring more than financing.  
 
The need for leverage of private capital means that the fraction of the cost that is supported by 
the ADF has to be large enough to trigger investments by private investors, even if this ratio 
exceeds what can be justified by climate change.  
 
Targeting the most vulnerable populations and ensuring cost-efficiency 
 
International adaptation funding faces two constraints that are sometimes contradictory. First, 
it has to focus on the most vulnerable countries and communities, for obvious ethical reasons 
and because it is clearly stated in various agreements within the UNFCCC. Second, it has to 
take into account project cost-effectiveness19. Resource scarcity, indeed, will probably make it 
necessary to choose among adaptation projects and it is preferable to invest the same amount 
in projects that help the largest number of persons. Ethics and efficiency, however, will 
sometimes reveal contradictory. 
 
To illustrate these constraints, one can imagine having to decide between two projects aiming 
at protecting coastal areas against sea level rise. One project targets very poor rural 
communities that have a low spatial density, so that protecting a small community is 
particularly expensive. The second targets a richer urban high-density area where protection is 
much less expensive. Clearly, the same resources allow protecting more people if the second 
project if funded, while the first project protects the most vulnerable communities. The right 
balance between these constraints will be a key for successful adaptation in developing 
countries. So far, all attempts to create aggregated vulnerability indicators to determine where 
available funding should be used in priority have revealed unsatisfactory, as these indicators 
contradict each others and remain dependent on value judgment on which there is no 
consensus (see Füssel, 2009). Here the problem of indicator selection is less difficult, thanks 
to the use of multiple indicators that cover various aspects of vulnerability but do not pretend 
summarizing all these aspects.  
 
In the ADF scheme, the focus on the most vulnerable population is provided by the choice of 
multiple indicators. Then, the cost-effectiveness requirement is included through the choice of 
the projects with highest ADF returns on investment, i.e. the projects that improve the 
indicators at the lowest cost.  
 

                                                 
19 Donors insist on the need to make sure scarce tax-payer resources are used as efficiently as possible. 



For instance, if the number of persons with no access to drinking water is used as an indicator, 
funding will be directed toward this particularly vulnerable population. Then, the ADF 
funding will help direct investments toward projects that can provide drinking water to many 
persons at a lower cost. If it appears necessary to focus funding on even more vulnerable 
population, additional indicators can be created, like for instance “the number of children with 
no access to drinking water”, or “the number of people of least advanced countries with no 
access to drinking water”, etc.  
 
Very importantly, the use of such indicators allows also to provide support to poor regions or 
communities in relatively richer countries (e.g., emerging economies), solving the problem of 
the relevant spatial scale for vulnerability analysis.  
 
What is particularly important is that this incentive effect of the ADF does not make it 
impossible to fund other projects that would yield particularly large development benefits or 
help particularly vulnerable population, since the ADF would also provide resources to help 
fund them. Again this scheme offers high flexibility on what is funded, and allows affected 
countries to decide about their own priorities. 
 
Conclusion 
 
The ADF scheme proposed in this document would not solve all problems linked to 
adaptation support. But, because it complements the AF and focus on what the AF will have 
difficulties to do, it could help respond to one major issue for climate change adaptation. 
 
It is well accepted, indeed, that poor countries and communities are more vulnerable to 
climate change for a large extent because of (i) their lack of financial resources; (ii) their lack 
of infrastructures; and (iii) their lack of capacity. In particular, classical adaptation funding 
may reveal inadequate for the least developed countries, since they do not have ill-adapted 
infrastructure and productive capital that would need upgrading. Instead they are in a situation 
of adaptation deficit, in which they are not adapted, even to the current climate. What they 
need, therefore, is a funding source that helps reduce their adaptation deficit in a climate-
robust way.  
 
The ADF could help to do so, in a way that is cost-effective and protects the developing-
country ability to make their own development choices and avoid micro-management of 
adaptation actions at the international level. The leverage impact of such a scheme on ODA 
and private capital could moreover help mobilize the large amount of financial resources that 
will be necessary in the future, and that industrialized-country governments are unlikely to 
provide. 
 
The success of such a scheme would largely depend on to possibility to reach an agreement 
on a set of pertinent indicators. Further work on this aspect, including an assessment of 
funding needs, is thus necessary and urgent. But the difficulty in defining pertinent indicators 
for adaptation success is not specific to the ADF: any strategy to fund adaptation will meet 
this problem. In the case of the ADF, this problem is minimized, however, because indicators 
will only have to be defined and measured, while ex-ante funding (like with the AF) requires 
also to predict how various projects will influence these indicators.  
 


