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Climate change-induced, slow-onset processes and extreme weather events 
have been worsening and increasing over the last few decades and, as a result, 
human mobility has been on the rise. Changing climates are forcing people to 
leave their homes in search of better economic opportunities, slower environ-
mental changes, such as water scarcity and sea-level rise, are making certain 
areas uninhabitable, disasters are destroying livelihoods and causing displace-
ment and entire villages are undertaking planned relocations to avoid inevi-
table loss and damage.
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The implementation of timely and diversified 
financing measures can dampen the effects of 
climate shocks, preserve and rebuild livelihoods 
and significantly reduce future costs. This study 
presents an overview of sources of financing 
for human mobility in the context of climate 
change (HMCCC) and a list of 10 financial in-
struments and tools for addressing this issue. 

The study starts by discussing the key sources 
of HMCCC finance, covering national, multi-
lateral, bilateral and private sources. At the na-
tional level, government budgets, loans granted 
in the context of a disaster and financial tools, 
such as bonds, provide the majority of financ-
ing. At the multilateral and bilateral level, de-
velopment funding in the shape of loans and 
grants through multilateral climate funds, such 
as the Green Climate Fund (GCF) or the Adap-
tation Fund (AF), or direct development financ-
ing through development agencies (e.g. GIZ) 
represent some of the most important sources 
of funding for HMCCC activities. Disaster re-
sponse organisations also play an important 
role at the international level with their contri-
butions to disaster relief funding and now with 
more innovative anticipatory actions, such as 
the forecast-based financing (FbF) approaches 
being pioneered by the Red Cross Red Crescent. 
In the private sphere, sources include philan-
thropy, remittances and private companies. The 
most important in terms of volume and im-
pact are private microinsurance offerings and 
remittances. 

The study then details 10 financial tools and in-
struments: FbF, microcredit, bonds, grants / 
loans / loan forgiveness, budget contingency, 
microinsurance, sovereign risk pools (SRPs), re-
mittances, relocation funds and climate land 
banks (CLBs). They are not mutually exclusive 
and each of them can play an important role, 
as part of a diversified risk portfolio, in deal-
ing with the eventualities of climate change 
impacts on human mobility. The instruments 
presented can be divided into different risk 
categories, namely risk retention, risk transfer 
and risk reduction. Their links to HMCCC vary 
depending on whether they correspond more 
to micro-policies (e.g. microinsurance and mi-

crocredit), with clearer direct links, or to macro-
policies (e.g. SRPs and bonds), where funding 
can subsequently be channelled into micro-po-
licies. Some instruments relate to all aspects of 
HMCCC, for example, remittances, while others 
are specifically associated with one particular 
aspect, for example, relocation funds to resettle 
vulnerable populations. 

The study also evaluates how the instruments 
can serve as a vehicle for gender transformative 
action. Ensuring that implementation guide-
lines for more macro-level policies pay special 
attention to the social context and the recip-
ients of benefits (i.e. who gets help) at the more 
micro-level can have the added bonus of ad-
dressing gender inequalities in the areas where 
they are implemented. 

The analysis of sources of financing and finan-
cial instruments resulted in recommendations 
for different target groups. A general recom-
mendation that should be emphasised is that 
for a better risk portfolio, synergies between in-
struments need to be leveraged. To this end, 
capital raised through any type of capital pro-
curement (macro-level policies) can be passed 
on to those who need it through other instru-
ments. The main recommendations drawn 
from the study for national governments are to 
improve the role of monitoring and data col-
lection, to further support capacity building to 
enable financing for addressing HMCCC and 
to implement a diversified portfolio of instru-
ments to spread risk. Finally, the recommenda-
tions for international climate governance and 
bilateral and multilateral organisations suggest 
that international partners can help achieve 
better results by offering flexible financing peri-
ods and by continuously supporting the proc-
ess of enabling informed and flexible decision-
making by governments, for example, through 
capacity building projects, seed funding, fund-
ing programmes and funds dedicated exclu-
sively to HMCCC.



1.1 Objective and scope of the paper 

This scoping study provides information on 
sources of financing and financial tools and in-
struments for addressing HMCCC. It will ex-
plore where such financing comes from and de-
tail the innovative financing solutions that are 
currently being implemented, piloted and sug-
gested. The study pays particular attention to 
the gender transformative power of the tools 
and instruments presented and the extent to 
which the COVID-19 pandemic is affecting fi-
nancing flows and options. 

Human mobility is a catch-all term encompass-
ing forced displacement, migration and reloca-
tion. The way it is addressed is therefore context 
dependent, and the normative point of depar-
ture of this scoping study is that the sources, 
tools and instruments should serve the well-
being of people affected by the different types 
of mobility.

While the study is intended for a general au-
dience, it will be especially useful for govern-
ments facing pressing HMCCC challenges as it 
will help them identify concrete instruments 

1 Introduction



1 Introduction | 9

and methods for financing measures to ad-
dress HMCCC and relevant implementing agen-
cies and institutions capable of carrying them 
out. While the authors recognise that HMCCC is 
happening all over the world, this study focuses 
on developing countries that are particularly 
vulnerable to the impacts of climate change. 

The second section of the introduction provides 
background information explaining why there 
is an urgent need to better understand financ-
ing related to HMCCC. The next chapter gives 
a general overview of the different sources of 
HMCCC financing, followed by a description of 
financing tools and instruments. The penulti-
mate chapter discusses the potential impacts of 
COVID-19 on sources of financing and the im-
plementation of the tools and instruments, and 
the final chapter sets out conclusions and rec-
ommendations going forward.

1.2 Background

Climate change-induced, slow-onset process-
es and extreme weather events have been wors-
ening and increasing over the last few dec-
ades (IPCC 2021). Scientifically documented 
increases in droughts, heavy precipitation and 
hot and cold extremes (ibid.) have put partic-
ularly vulnerable people under further strain. 
These increases in rapid-onset disasters and 
slow-onset events, such as sea-level rise, have 
impacts on and consequences for human mo-
bility. As has been noted elsewhere (Kaczan and 
Orgill-Meyer 2020, p. 3), many of the cases ex-
amined in this study relate to increased weath-
er anomalies and may not be indicative of per-
manent changes in climate, although this has 
no bearing on the applicability of the informa-
tion provided.

Human mobility has been increasing as a re-
sult of climate change, with 30 million new dis-
placements by weather-related disasters in 2020 
alone (IDMC 2021). The latest worst-case-sce-
nario estimates pin the number of internal cli-
mate migrants (including forced migrants) at up 
to 216 million by 2050 (Clement et al. 2021). 

Changing climates are forcing people to leave 
their ancestral homes in search of better eco-
nomic opportunities, disasters are destroy-
ing livelihoods and leading to displacement 
and entire villages are undertaking planned re-
locations to avoid inevitable loss and damage. 
Regardless of whether some impacts are un-
avoidable, the implementation of timely and di-
versified financing can mitigate the effects, pre-
serve and rebuild livelihoods and significantly 
reduce future costs. The United Nations Office 
for Disaster Risk Reduction (UNDRR) estimates 
that every USD 1 invested in risk reduction and 
prevention saves up to USD 15 in post-disaster 
recovery, and every USD 1 invested in resilient 
infrastructure saves USD 4 in reconstruction 
(UNDRR 2021). Despite the clear benefits of fi-
nancing activities related to risk reduction, cli-
mate change adaptation made up just 5% of cli-
mate finance flows in 2018, with disaster risk 
management accounting for just 22% of that 
(Buchner et al. 2019). 

Adaptation finance does not necessarily have 
to target human mobility directly as pre-emp-
tively and actively mitigating loss of livelihood 
often helps to avoid human mobility. Howev-
er, increasing wealth and helping people retain 
their assets can also serve as a driver for migra-
tion. The relationship between financing and 
potential counterfactual non-displacements or 
complex social drivers for decisions to migrate 
make it difficult to draw empirical links be-
tween the implementation of financial instru-
ments and causal effects on human mobility. 
Ultimately, better preparedness and availabil-

 30 million 

Human mobility has been  increasing 
as a result of climate change, with

new displacements by weather- 
related  disasters in 2020 alone.

IDMC 2021



ity of funding for people in need will lead to im-
proved outcomes for those most vulnerable to 
the impacts of climate change. 

Research conducted for this paper suggests a 
steady increase in financing to address HMCCC 
from a variety of sources, including private 
entities, national governments, disaster re-
sponse organisations and multilateral and bi-
lateral development agencies and banks, which 
are discussed in greater detail in chapter 2. It is 
increasingly recognised that there is no one fi-
nancing solution or instrument that can slice 
the Gordian knot of HMCCC; rather, a mix of 
instruments, with diversified risk strategies and 
the acceptance of potential inevitabilities (such 
as relocation), is necessary to tackle the multi-
faceted challenges nations are faced with. A 
non-exhaustive list of 10 financial instruments 
and tools is provided in chapter 3. 

The financing tools and instruments imple-
mented in relation to HMCCC not only support 
people generally, but can also lead to positive 
gender transformative outcomes. Typically, in 
developing country contexts, women are more 
likely to be affected by climate change and cli-
mate change-related disasters (Women’s Envi-
ronment and Development Organization 2008; 
Habtezion 2013) although the exact impacts are 

1 For example, the UNFCCC pays special attention to and provides information on gender issues in its climate finance:  
https://unfccc�int/topics/gender/gender-and-unfccc-topics/gender-and-climate-change-finance�

2 Generally speaking, it is possible to design either norm aware (or sensitive) interventions or norm transformative interventions� 
Norm aware interventions do not try to change the norms but work around them so that they do not prevent the project results 
from being achieved� Norm transformative interventions will try to change the norms hindering the project in order to con-
tribute to a positive project outcome, or norms may change as a result of the increased empowerment of women (source: 2021 
GIZ Women’s Financial Inclusion Toolkit)�

very situation dependent (Goh 2012). With the 
aim of feeding two birds with one scone, prac-
titioners and policy-makers can look to embed 
(preferably) gender transformative (or at least 
gender sensitive) elements in their institution-
al practices on the sources1 of financing side 
and in implementation on the tools and instru-
ments side.2 The role of gender is therefore con-
sidered, and examples of either gender sensitive 
or gender transformative elements are pres-
ented for each of the financing instruments in 
this study as far as insights are available. Many 
of the examples focus on empowering women 
as women are often more disadvantaged in 
an HMCCC-developing country context. The 
gender examples and recommendations hold 
true for, and can in many cases also be extrap-
olated and extended to, marginalised groups, 
who are more vulnerable to climate change too 
(Habtezion 2012). 

Lastly, it would be impossible to ignore the pan-
demic that has been affecting all aspects of life 
since mid-March 2020. The study therefore in-
cludes a chapter on the impact of COVID-19 
on financing related to HMCCC. Potential ways 
in which the pandemic has affected and will 
continue to influence the different financing 
streams is discussed in relation to the selection 
of instruments.
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Climate policy discussions increasingly focus on the need to mobilise more and 
smarter finance – especially in the realm of climate adaptation. Research into 
the volumes and flows of climate finance normally point to a substantial gap be-
tween growing needs and available resources, which is particularly pronounced 
in the case of adaptation finance (Micale et al. 2018). In addition, developments 
during the 26th session of the Conference of the Parties (COP26) to the United 
Nations Framework Convention on Climate Change (UNFCCC) put the spotlight 
on the gap that still exists between the 100 billion per year pledged back in 2009 
and the actual level now. COP26 helped not only to move towards closing the 
gap, but also to initiate the process to discuss raising the financial target.

2  Sources of  
HMCCC finance
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At the same time, the situation for the specif-
ic case of financing solutions regarding HMCCC 
is similar to what can be said for the overall cli-
mate (adaptation) finance landscape: It is clear 
that there is no single source of financing that 
can cover the increasing costs. An overarch-
ing approach is needed, including financing 
from domestic, international, public and pri-
vate sources. These different dimensions often 
overlap (e.g. links between domestic and inter-
national sources of financing). In addition, pub-
lic and private sources often depend on each 
other. For instance, insurance, which is a key in-
strument, may be provided by the private sec-
tor under certain framework conditions estab-
lished by the public sector. Another example is 
the increasingly prominent role of blended fi-
nance, which the Organisation for Economic 
Co- operation and Development (OECD) defines 
as ‘the strategic use of development finance for 
the mobilisation of additional finance towards 
sustainable development in developing coun-
tries’, with ‘additional finance’ referring pri-
marily to commercial finance (OECD 2018). 

2.1 Domestic sources

As far as domestic sources are concerned, differ-
ent approaches need to be considered. The in-
creasingly important role of domestic budgets for 
adaptation is highlighted in a recent study pub-

3 On pp� 19 and 20 of the report, the authors provide examples of national and regional risk transfer and risk retention mech-
anisms currently in use in the surveyed countries�

lished by the Global Center on Adaptation (Allan 
et al. 2019). The findings suggest that, in many de-
veloping countries, domestic budgets are alrea-
dy the largest source of funds for adaptation. This 
is, of course, true for government investments 
in infrastructure, specifically those aimed at en-
suring resilience to future climate changes, al-
though it is less clear-cut for other adaptation fi-
nance. Government bonds is one approach that 
has gained increasing prominence. 

An analysis by Künzel and Schäfer (2021) found 
that there is evidence that national mech-
anisms are being set up to deal with climate 
risks and impacts. A survey of the Climate Vul-
nerable Forum countries revealed that 81% of 
respondents have ‘at least one national financial 
mechanism or instrument to deal with climate 
risks and impacts’ (p. 17).3 Furthermore, most 
of the countries without a national mechanism 
were participating in a regional one. 

Another potential source of financing (at least 
in terms of providing resources, if not cash) for 
addressing HMCCC is social protection pro-
grammes. Existing infrastructure for dealing 
with arriving migrants, joblessness, homeless-
ness and food insecurity, for example, can pro-
vide a lifeline for people facing pressing prob-
lems relating to HMCCC. It has also been shown 
in several studies that social protection can en-
hance adaptive capacity by providing recipients 
with resources to build their asset base, which al-
lows households to plan for the future, inter alia, 
for more climate-resilient livelihoods (Tenzing 
2019). Insurance as a pillar of social security must 
also be mentioned. The important role of (so-
cially inclusive) insurance approaches as a major 
element of social security schemes is highlight-
ed by initiatives such as the Global Partnership 
for Financial Inclusion. Here, the interplay and 
overlap between public and private is evident. 
Incentivising the engagement of the private sec-
tor at the local level (e.g. local small and medium 
enterprises) is identified as an important com-
ponent of domestic action (Restle-Steinert and 
Hausotter 2019). In addition, financial coopera-

81% 

A survey of the Climate Vulnerable 
Forum countries revealed that

of respondents have ‘at least one  
national financial mechanism or  
instrument to deal with climate  
risks and impacts’.

Analysis by Künzel and Schäfer, p. 17 (2021)
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tives set up and managed at the community level 
and the active role of rural and national banks 
can form a key pillar of domestic finance. Small-
er-scale approaches, in particular, can be a viable 
option that is more accessible to local people and 
therefore more effective in reaching vulnerable 
people quickly when they most need help.

2.2 Multilateral and bilateral sources

International climate regime

At the international level, there is a broad spec-
trum of potential sources of financing for ad-
dressing HMCCC. International climate finance, a 
major contributor, is most likely to provide entry 
points for targeted support. In the area of inter-
national climate policy, migration has received 
increasing political attention over the past dec-
ade. Key steps, such as the recognition of the re-
lationship between climate change and different 
forms of human mobility within the UNFCCC 
process at COP16 in Cancun in 2010, paved the 
way for the creation of a Task Force on Displace-
ment (TFD) under the Warsaw Internation-
al Mechanism for Loss and Damage associated 
with Climate Change Impacts (WIM) at COP21 in 
Paris. The first TFD workplan (2016-2018) focused 
on providing an up-to-date overview of the avail-
able data and the methodologies, policies, institu-
tional frameworks, guidance and tools existing 
at national, regional and international level rele-
vant to displacement in the context of climate 

change. The recommendations produced on the 
basis of this work were approved by the Parties 
at COP24 in Katowice. The TFD’s mandate has 
been extended for a further five years. The sec-
ond phase (2019-2021) is based on a new plan 
of action, which has gone further in recognis-
ing the importance of financing instruments and 
sources. Under activities 15 and 20, there are ex-
plicit references to FbF in the context of support-
ing parties in strengthening their understanding 
of preparedness and concerted efforts to better 
leverage funds from GCF and AF (TFD 2021). 

Despite these encouraging developments, how-
ever, a recent analysis of major international cli-
mate finance donors, notably the GCF, the AF, 
the Least Developed Countries Fund (LDCF) and 
the Special Climate Change Fund (SCCF), and bi-
lateral approaches, such as the International Cli-
mate Initiative (IKI), indicated that climate funds 
and financial mechanisms fund only a very small 
number of programmes and projects that ex-
plicitly address migration and human mobili-
ty issues (Wright et al. 2021; Schäfer et al. 2021). 
Under the AF, there are currently projects with a 
strong focus on this topic in progress in Moroc-
co and Rwanda but also additional projects espe-
cially in small island states where human mobil-
ity is at least considered as an important factor. 
Furthermore, only a few examples of interna-
tional climate finance highlight the relation-
ship between environmental migration and cli-
mate change as an overall priority. These projects 
target a range of vulnerable countries including 
some Pacific island states. Generally, they focus 
on climate change adaptation, ranging from 
coastal protection measures to more sustain-
able forms of housing. However, there are some 
countries, such as Fiji, where a relocation trust 
fund has been established to address the chal-
lenges associated with HMCCC (see section 3.4 
below). Fiji’s approach also aims to attract other 
international partners and, to this end, considers 
normative frameworks established by interna-
tional climate finance. Another example is the 
Vanuatu National Policy on Climate Change and 
Disaster-Induced Displacement (2018) which 
takes into account GCF fiduciary standards and 
social and environmental safeguards in plan-
ning. An overview of the theoretical funding 
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scope and current project portfolio for loss and 
damage, including HMCCC, by four major cli-
mate finance mechanisms can be found in the 
study Financing Instruments and Sources to Ad-
dress Loss and Damage from Slow-onset Proc-
esses by Germanwatch (Schäfer et al. 2021).

Bilateral and multilateral funding

Another important source of financing is bilat-
eral development cooperation (e.g. GIZ), which 
is aimed at providing capacity building and in-
stitutional support to set up structures to in-
volve financing support from international 
partners. An example of bilateral climate fi-
nance addressing HMCCC as a priority is the 
East Africa – Peru – India Climate Capacities 
(EPICC) project funded by IKI.

The role of development banks is also worthy of 
attention. The Asian Development Bank (ADB), 
for example, is helping people to move to afford-
able, low-carbon, climate-resilient and liveable 
eco-districts as part of its engagement in Mon-
golia. The focus is on financing sustainable and 
comprehensive solutions to transform the cli-
mate-vulnerable and heavily polluting ger areas 
(a type of residential district in Mongolian settle-
ments) in Ulaanbaatar city. Private sector invest-
ment is being leveraged to build 10,000 affordable 
green housing units and redevelop 100 hectares 
of ger areas into eco-districts. Other institutions 
such as the European Investment Bank (EIB) have 
been actively working to link their climate and 
migration work, exploring options for both loan 
and grant models to bolster their efforts, as re-
vealed in the interviews conducted for this study.

In addition to multilateral development banks 
(MDBs), disaster response and humanitarian 
aid organisations also play an important role in 
HMCCC financing, occupying a slightly differ-
ent space in that, traditionally, they have pro-
vided immediate ex post disaster financing. This 
is done by pooling relief efforts from a variety of 
sources and using established channels to dis-
burse funds to meet acute needs. Increasingly, 

4 This is only one of several criticisms; see Guadagno (2016) for a more extensive look at the shortcomings of the SFDRR in 
relation to human mobility�

these players, especially organisations such as 
the International Red Cross and Red Crescent 
Movement, have been shifting towards ex ante 
approaches, with the implementation of FbF in-
itiatives, among others (discussed in more detail 
in section 3.1). Beyond disaster response there 
is a recognition of the power of preventative 
and adaptive capacities to stymie the impacts of 
disaster. To this end, for example, through the 
Red Cross Red Crescent Climate Centre (RCCC), 
measures ranging from policy support and ca-
pacity building, to partnerships with the private 
sector, extensive government collaboration and 
humanitarian dialogues, infrastructure invest-
ments and environmental planning and resto-
ration (RCCC 2020) are being pursued by hu-
manitarian actors to provide a varied and more 
holistic approach to disaster prevention.

International frameworks and agreements

The impetus for the efforts of national, multi-
lateral and bilateral actors comes partly from 
frameworks and agreements adopted on the in-
ternational stage. One example is the Sendai 
Framework for Disaster Risk Reduction (SFDRR) 
which, despite the political sensitivity of the 
topic, gives credence and consideration to a var-
iety of human mobility issues relevant to dis-
aster risk reduction (DRR), such as acknowledg-
ing the fact that displacement is one of the main 
consequences of disasters and the important 
role of migrants in resilience building in their 
host communities (UNGA 2015). However, there 
are also omissions and limitations; although the 
problem is recognised (disasters and displace-
ment), action to address the issue was watered 
down in the drafting process (Guadagno 2016).4 

Other international initiatives such as the Glob-
al Compact for Safe, Orderly and Regular Migra-
tion (GCM) represent a strategic opportunity to 
promote efforts to address HMCCC as a key ele-
ment of overall international migration govern-
ance and management and, closely related to 
this, to enable long-term finance. However, the 
targets and principles adopted in 2018 lack any 

https://germanwatch.org/en/21067
https://germanwatch.org/en/21067
https://germanwatch.org/en/21067
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clear focus on how to further enable finance al-
though there are general references to develop-
ment finance and promoting solutions to fur-
ther enable the use of remittances (target 20), 
which too can serve as an important source of 
financing for addressing HMCCC (UNGA 2018).

2.3 Private sources

Private sources of HMCCC finance include the 
efforts of individuals (remittances, philanthro-
py) and private sector companies. Private sources 
are by no means siloed from public funds, and in-
teraction and cooperation take place on differ-
ent levels. Often, private sources of financing will 
be combined with public sources, such as official 
development assistance (ODA). This is known as 
blended finance, as mentioned above, which has 
been on the rise in recent years as a way of lev-
eraging additional capital to complement grants 
(Pereira 2017). However, the blended finance ap-
proach has mainly been used in middle-income 
countries so far and may be of limited value in 
addressing the impacts of sudden-onset events.

Philanthropic contributions from individuals to 
address HMCCC are presumably managed almost 

exclusively by disaster relief organisations, such 
as the Red Cross Red Crescent, who act as an in-
termediary, or at least guided by institutions such 
as the Center for Disaster Philanthropy, which 
helps individuals make informed decisions about 
their donations. Remittances are perhaps the sin-
gle most important source of private financing, 
with flows to low- and middle-income countri-
es (excluding China) exceeding foreign direct in-
vestment and ODA (Barne and Pirlea 2019). 

Finally, there are different types of contributions 
from the private sector. Relevant stakeholders in 
the field of adaptation are financial institutions 
and investors, such as banks and insurance com-
panies as well as pension funds and impact in-
vestors. They can, in principle, invest in resilience 
or provide funding for adaptation for others, for 
example, through (micro) loans, bonds or ven-
ture capital (Cochu et al. 2019). With regard to 
human mobility, insurance companies are prob-
ably the most relevant actor aiming at contrib-
uting to the affected people’s coping capacity. 
However, a major interest of companies may be 
to technically support adaptation before climate 
hazards take place as their profits are directly 
linked to such hazards not happening.

Figure 1 – Overview of potential sources of HMCCC finance
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For an analysis of how activities to address HMCCC can be financed, it is impor-
tant not only to look at where the financing comes from, but also to see how the 
funding is subsequently implemented. A selection of 10 financial instruments 
and tools are presented below. It is important to note that the list is not mutually 
exclusive; in fact, using different instruments and tools either simultaneously 
or in conjunction with each other is recommendable to better manage the risks 
resulting from the impacts of climate change. In terms of risk, the tools can be 
categorised under the headings of risk retention, risk transfer and risk reduction, 
and by employing a mix of the three, governments can position themselves well 
to tackle the multitude of challenges faced. 

3  Financial tools and  
instruments 
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The list is also non-exhaustive. There are more 
financial instruments that could be employed 
to address HMCCC although the ones chosen 
were deemed the most prevalent based on the 
research and interviews conducted for the 
study, both in terms of likelihood of implemen-
tation and the funding directed towards them. 
They are also to some extent context depend-
ent, which means that some tools and instru-
ments will be more suitable than others de-
pending on what aspect of HMCCC is to be 
addressed.

The instruments and tools presented are ge-
neric in the sense that they can be adapted and 
tweaked to match different societal circum-
stances and cultural contexts. For example, in-
stead of using bonds, insurance and loans, 
sukuk (Islamic bonds), takaful (Islamic insur-
ance) and qardh al-hasan (Islamic loans) could 
be used for compatibility in an Islamic context.

Lastly, in selecting the instruments and tools, 
the focus was on those with a clear financial 
element. Therefore, the likes of social protection 
programmes were omitted from the list as they 
entail a host of different services, each embed-
ded in its own legal and cultural context. Taking 
advantage of infrastructure that can help with 
distribution to the most vulnerable is, however, 
useful, and this question will be revisited in the 
recommendations chapter.

The chapter is structured into sections match-
ing the classification of instruments shown in 
Figure 2 and Table 1. For each instrument, a def-
inition is provided, its link to HMCCC is ex-
plained, implementation timing is described, 
gender transformative issues are discussed, ex-
amples of implementation are given, also high-
lighting gender transformative aspects where 
relevant, and barriers and opportunities are 
analysed.

Figure 2 – Relationships between HMCCC instruments and sources
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3.1 Loans and non-insurance climate 
disaster risk financing instruments

This section describes different types of loan in-
struments and non-insurance climate disaster 
risk financing instruments. It mainly covers dif-
ferent risk reduction instruments (aside from re-
mittances which are described in section 3.3) 
and risk retention in the context of contingen-
cy budgets and contingent credit. Risk reduction, 
that is, reducing the severity of the impacts cli-
mate change could have on human mobility, is an 
important pillar in addressing HMCCC. In partic-
ular, advances in ex ante financing and creating 
protocols and established channels for quickly 
accessing funding when it is most crucial have 
made a significant contribution to tempering the 
effects of climate change-related disasters. 

3.1.1 Forecast-based financing

 Ü Description

FbF is a financial mechanism used to get fund-
ing for anticipatory humanitarian action before 
a natural disaster strikes. Using what are called 
early action protocols (EAPs), which define the 
important tasks and responsibilities related to 
humanitarian operations (e.g. triggers for fi-
nancing, role division and funding allocation), 
a framework is established which provides a 
plan for eventual implementation. The ration-
ale is that upfront measures can mitigate higher 
losses incurred post-event (UNDRR 2021; IFRC 
and RCCC 2020). This instrument has been ap-
plied by the World Food Programme and others 
in different regional environments to ensure 

Point of intervention Type of Event Source of Finance Instrument Maturity

Action Instrument Before During After Slow- 
onset

Sudden- 
onset

Domestic Multilateral Private Nascent Early  
days

Well 
 established

R
is

k 
Re

du
ct

io
n

Remittances • • • • • • •
Forecast-based 
 Financing • • • • • • •

Bonds • • • • • • • •

Micro-credit • • • • • • • •

Grants and Loans • • • • • • •

R
is

k 
Re

te
nt

io
n

Relocation Fund • • • • • • •

Climate Land Bank • • • • •
Budget Contingency 
and Contingency 
Credit

• • • • • • •

R
is

k 
Tr

an
sf

er Micro-insurance • • • • • • • •

Risk Pools • • • • • • •

Table 1 – Instrument risk elements, intervention points and maturity (inspired by Meenan et al. 2019, p. 8)
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food security and to enable anticipatory activi-
ties in the context of droughts (World Food Pro-
gramme 2019). 

 Ü Link to HMCCC

FbF is linked to HMCCC in different ways. The 
financial support can be used to secure prop-
erties (houses, etc.) before a disaster hits to 
strengthen coping capacities and anticipa-
tory action, which in turn helps to avoid dis-
placement. FbF can also facilitate unavoidable 
evacuation, if planned for in the EAP, by secur-
ing rapid finance to set up planned evacuation 
routes and transport, planning for shelter, or-
ganising critical information campaigns with 
local radio stations, etc. (IFRC 2020). A causal 
link to avoiding displacement is slightly more 
tenuous as the question of whether mobili-
ty would occur without the FbF action in place 
would be a counterfactual, and the authors are 
only aware of one randomised control trial, to 
date, that has evaluated the impact of an FbF in-
tervention. This aside, reducing adverse effects 
on livelihoods is likely to contribute to the af-
fected people being able to, at least partially, 
avoid displacement.

 Ü Implementation timing

The timing of FbF implementation is inher-
ently ex ante although exactly how long be-
fore the disaster it should be deployed depends 
on the event it is being used to mitigate the ef-
fects of. For slower moving weather and climate 
developments, an FbF mechanism could theo-
retically be triggered anywhere from one year 
(or more) up to a week before direct impacts 
are felt. For sudden and rapid-onset events, FbF 
could be triggered anywhere between seven 
days and 24 hours before the expected event. 

 Ü Gender aspects

FbF can facilitate the application of gender sen-
sitive or transformative elements if they are in-
corporated into EAP design. Funding can be 
allocated in such a way as to help promote po-
sitions of social and financial influence for 
women and marginalised people more gener-

ally in the affected communities, for example, 
by only providing resources or providing more 
resources to households with no male adults. 
The overall FbF process entails, in principle, dif-
ferent entry points to duly reflect gender trans-
formation, such as agreement on thresholds 
which needs to be based on consultation proc-
esses that should be highly iterative and partici-
patory to enable effective decision-making on 
the who, when, where and how to act ahead of 
a drought. Another entry point is the integra-
tion of FbF and social protection programmes 
to allow a broader range of anticipatory actions 
(World Food Programme 2019).

 Ü Examples

Slow-onset events

In Mongolia, extreme weather disasters, called 
dzuds, which are the product of summer 
droughts followed by heavy snowfall and low 
temperatures in the winter, are common and 
can lead to livestock dying off. As these are 
semi-slow-onset events, they can be predicted 
well in advance. Using a geographical risk map 
based on ground observation and remote sen-
sing data, the Mongolian National Agency for 
Meteorology and Environmental Monitoring 
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developed trigger guidelines for the disburse-
ment of livestock nutrition kits and uncon-
ditional cash transfers. The aim is to support at-
risk pastoral households one month ahead of 
the critical phase. The EAP has been designed 
to specifically support vulnerable households, 
with herders only qualifying if they are a single 
head of household, are over 60 with no guard-
ian, have a disabled member in their house-
hold or have five or more children under 16 
(IFRC 2019). When affected households re-
ceive no support, they can lose their livelihood. 
In the past, particularly devastating dzuds led 
to migration from rural to urban areas, such 
as Ulaanbaatar, in search of new opportunities 
(Reinikainen 2013). 

Sudden-onset events

A programme run by the International Feder-
ation of Red Cross and Red Crescent Societies 
(IFRC) in Bangladesh paid out the equivalent 
of USD 60 to over 1,000 households prior to a 
flood in 2017. Using a post-disaster household 
survey, Gros et al. (2019) analysed the short-
term coping capabilities of these families and 
compared them with those of families in other 
flood areas who had not received FbF. The cash 
grants helped families avoid debt accrual and 
gain access to food and, importantly, meant that 
they were not forced to sell valuable assets. One 
third of respondents used part of the FbF grant 
on evacuation expenses, another third on live-
stock fodder and just over 20% said they used 
the financing to reinforce their homes (p. 6). The 
Bangladeshi Government is now coordinating 
with the Bangladesh Red Crescent Society and 
the German Red Cross to co-implement further 
FbF measures (Anticipation Hub 2021).

 Ü Opportunities and barriers

FbF depends on the ability to produce accurate, 
reliable and sometimes long-term forecasts. 
This requires significant capacities (human re-
sources, infrastructure) and support from re-
gional or global forecasting centres. To ensure 
this capacity, new partnerships are required, 
which also offer further opportunities to 
strengthen resilience. 

Further reading

 ` Further information on FbF can be found on 
the FbF website hosted by the IFRC, the Ger-
man Red Cross and the RCCC. 

 ` More information and a catalogue of EAPs can 
be found on the  Anticipation Hub, which cur-
rently details 105 planned or implemented 
early actions with information on the coun-
try of implementation,  administering organisa-
tion, related hazard, affected sector, purpose of 
the action (e.g. preventing loss of livestock) and 
lead time (i.e. how far in advance the response 
is initiated).

 20% 
Just over

said they used the financing to  
reinforce their homes.

https://www.forecast-based-financing.org/
https://www.anticipation-hub.org/about
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3.1.2 Microcredit

 Ü Description

Microcredit is usually granted to disaster-af-
fected people by national governments but can 
also come from private entities, multilateral in-
stitutions and NGOs. It provides immediate re-
lief to people on the ground directly affected by 
a disaster. Microcredit is also generally used for 
adaptation finance and is well established as a 
financing tool in developing countries. 

 Ü Link to HMCCC

The use of microcredit can help avoid dis-
placement by providing vital cash injections to 
bridge gaps and avoid immediate livelihood dis-
ruptions. The relationship between credit and 
migration is less straightforward. Research from 
Cambodia and elsewhere in South-East Asia 
suggests that there could be a relationship be-
tween taking out loans and migrating, with ac-
cess to finance enabling people to move. How-
ever, no causal link was detected, and it could be 
that families send a household member abroad 
to facilitate better access to credit (Bylander and 
Hamilton 2015; Maharjan et al. 2020). This link 

is very situation dependent, and other studies in 
the literature found that access to credit, espe-
cially in the context of a natural disaster, fully 
mitigated any migration effect (Chen and Flat-
nes 2019). Furthermore, in the case of micro-
credit for addressing climate-related impacts, 
the amounts are small, and loans and credit en-
abling migration would involve larger volumes 
(Fenton 2015, p. 8). 

Although microcredit is not usually associat-
ed with planned relocation efforts as there are 
ethical concerns surrounding facilitating relo-
cations that would entail the incurrence of debt 
by the newly relocated, it may be appropriate in 
some cases for the purpose of funding new live-
lihood or business opportunities. 

 Ü Implementation timing

Microcredit is and can be granted before or after 
an event although it is often not used as an an-
ticipatory action. When anticipatory microfi-
nancing is dispensed, it is usually in the form of 
grants or insurance. Microcredit granted after 
an event can help bridge liquidity gaps and 
can be crucial for avoiding irreparable loss of 
livelihood.
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 Ü Gender aspects

Microcredit can be gender transformative to 
the extent that it takes into account local so-
cial norms, power structures and hierarchy. In 
other words, the tool, as such, can only be trans-
formative if the institutions enabling it focus 
efforts on this aspect; granting microcred-
it will not automatically result in the empower-
ment of women. In a case study in India, Gué-
rin and Kumar (2016) found that the provision 
of microcredit is necessarily embedded in local 
power structures. These structures must be re-
thought or addressed to enable microcredit to 
be gender transformative. This has also been 
observed in South-East Asia where social norms 
were employed to the benefit of the crediting 
institutions at the expense of the supposedly 
empowered women receiving the loans (Karim 
2011). Therefore, microcredit facilitating mech-
anisms must be evaluated and changed, if nec-
essary, to ensure the inclusion of gender trans-
formative elements. 5

 Ü Examples

In its project Recovery Lending in Fragile Afri-
can States affected by El Niño, VisionFund sup-
ported 14,500 families following the events 
caused by this climate phenomenon in 2015. 
Around USD 3 million was disbursed to fami-
lies in Kenya, Malawi and Zambia. The project 

5 GIZ’s new Women’s Financial Inclusion Toolkit – Paving the way for women’s economic empowerment not only provides useful 
information on ‘project scoping, design, implementation, and measurement … tools, guidance, and project ideas’, but also dis-
cusses social norms on slides 31-36�

helped support the rapid recovery of the clients’ 
livelihoods and strengthen their adaptive ca-
pacities. At the time of publication of its report 
on the project, the repayment rate was 93% and 
was expected to close above 97% (VisionFund 
2017). Although this programme was not specif-
ically aimed at reducing migration, by prevent-
ing loss of livelihood it can indirectly contrib-
ute to reducing migration, taking into account 
that extreme weather events (extreme heat and 
lack of rainfall, among others) have been shown 
to have a statistically significant bearing on 
migration in sub-Saharan Africa (Hassan and 
 Tularam 2018).

The Government of Vanuatu (2018) published 
a National Policy on Climate Change and Dis-
aster-Induced Displacement, in which it out-
lines a longer-term exploratory strategy for ‘soft 
loan options’ for people affected by displace-
ment to help them get re-established. These 
small loans (microcredit) would be granted pay-
ing special attention to the capacity of the re-
cipients to repay the loans and their financial 
literacy (p. 42). 

Small loans have also been offered in Viet Nam 
in conjunction with planned relocations in the 

 93% 

 97%. 

At the time of publication of its  
report on the project, the repayment 
rate was 

and was expected to close above

VisionFund 2017

https://www.giz.de/expertise/html/62336.html
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context of climate change. Here, as a supple-
mentary service offered in addition to small 
cash grants, relocated people can secure low-
interest credit (IOM 2016). Although the terms 
are rather generous (e.g. with deferred payment 
schemes), the policy has been criticised for not 
employing a nuanced understanding of vul-
nerability and the financial instability that can 
arise from relocation when it does not secure 
and support long-term livelihood outcomes 
(Chun 2015). 

 Ü Opportunities and barriers

One key advantage of microcredit is that it is 
easily accessible as support in the immediate 
aftermath of a rapid-onset event. An effective 
credit system of this kind can diminish the mo-
tivation to migrate. However, the design needs 
to reflect the context-specific vulnerabilities of 
a country or region to ensure the sustainability 
of the measure. Other barriers include the lack 
of local infrastructure for the disbursement of 
microcredit, local financial literacy and trust in 
financial institutions. The risk of over-indebt-
edness must also be taken into account. In sit-
uations where microcredit is offered and used 
solely for reconstruction purposes and not as an 
investment in activities that can lead to higher 
productivity or additional income, loan recip-
ients can end up in a debt spiral.

3.1.3 Bonds

 Ü Description

Bonds are debt instruments and come in many 
shapes and forms. The issuer of a bond, usually 
a sovereign state, corporate entity, philanthrop-
ic institution or development bank or agency, is-
sues a debt security (bond) to a holder, who pays 
for the bond. The issuer receives immediate cap-
ital which they can use, paying the bond holder 
an interest rate over a predefined period and fi-
nally repaying the initial bond purchase price at 
the end of the fixed bond period. The main pur-
pose is to raise immediate funds, which can help 
provide short-term liquidity. The flexibility in the 
structure of a bond is also useful to the issuing 
entity as its maturity can be designed to match 
the purpose of the capital (project duration, infra-
structure development, etc.). Bonds have recently 
gained some prominence, especially as a means 
to support green transition processes.

 Ü Link to HMCCC

The link between bonds and displacement, mi-
gration and relocation in the context of climate 
change will depend on the nature of the bond. 

The creation of low-yield refugee bonds has 
been proposed to support longer-term  refugees 

Further reading

 ` The ADB paper Microfinance for Disaster  
Recovery discusses the usefulness (and empir-
ically positive effects) of microcredit for recov-
ery following disasters. 

 ` The International Institute for Sustainable De-
velopment (IISD) has published a useful report 
on the role of microfinance for climate change 
adaptation more generally. 

https://www.adb.org/sites/default/files/publication/502256/swp-065-microfinance-disaster-recovery-nepal-earthquake.pdf
https://www.adb.org/sites/default/files/publication/502256/swp-065-microfinance-disaster-recovery-nepal-earthquake.pdf
https://www.iisd.org/system/files/publications/microfinance_climate.pdf


24 | 3 Financial tools and instruments

via housing, infrastructure and job creation 
(which could help generate repayment cash 
flow through taxation) in Jordan, for example 
(Kleiman 2017, p. 26). These bonds could also be 
specifically aimed at raising capital for people 
displaced by the impacts of climate change. This 
would help create planning security for the host 
country and facilitate the local integration of 
refugees (Angenendt et al. 2019, p. 22). 

Impact bonds have also been increasingly used 
in climate, development and aid contexts. They 
tie the interest rate and eventual repayment op-
tions to metrics-defined goal achievement (Puri 
and Khan 2019). So far, they have not been used 
explicitly for HMCCC but could, in the future, 
be issued to raise capital for adaptive capacities 
or other sovereign funds, such as the CLB and 
relocation fund instruments discussed below. 
As they require a measurable development 
aspect, they do not lend themselves to being 
used as capital for immediate response funds. 

More directly linked to disaster and disaster re-
sponse are catastrophe (cat) bonds. Cat bonds 
are different from traditional bonds in that 
they have an insurance element integrated into 
them. They are modelled on the occurrence of 
catastrophes, where bond maturity and pay-
back are linked to a disaster not happening in 
that timeframe. If a contractually specified dis-
aster does occur, then the investors may lose 
their initial investment. Governments can issue 
cat bonds to help insure against disasters, with 
the potential for funds (that they would other-
wise have had to pay back) to be used for post- 
disaster assistance. The Red Cross Red Crescent 
is considering using cat bonds to help pro-
vide financing for internally displaced persons 
(IDPs), the majority of whom are displaced due 
to natural disasters (Artemis 2018). 

Finally, some countries, for example Israel, have 
issued diaspora bonds with an especially low 
interest rate. This is accepted by the purchas-
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ers likely due to a sense of patriotic duty  (Ketkar 
and Ratha 2010). Diaspora bonds could be em-
ployed by national governments especially vul-
nerable to climate change to generate cheap 
capital to help with adaptation or relocation. 

 Ü Implementation timing

As bonds are used to raise capital, the timing of 
their implementation will depend on when the 
capital is available and for what it is ultimately 
earmarked in the bond agreements. Impact and 
refugee bonds could be used either before or after 
an event, and cat bonds can be used in the imme-
diate to longer-term aftermath of a disaster.

 Ü Gender aspects

Impact bonds can be modelled to specifically 
benefit and empower any body or group, in-
cluding women. Gender bonds have become 
increasingly popular in the last decade, with 
the market picking up significantly since 2017 
(IISD 2021). For example, the Women’s Liveli-
hood Bond Series raises capital to help women 
in South-East Asia adapt to climate change by 
providing affordable credit, with products such 
as disaster insurance and agricultural inputs to 
support climate adaptation (UNFCCC 2019a). 
Refugee and other impact bonds can also be es-
tablished with protocols for gender transfor-
mative aspects. These can be created to be in-
dependently verified, which would serve to 
support the bond product by defining clear 
milestones for when the investors would re-
ceive their repayments and the level of interest 
payments on the bond. 

 Ü Examples

No single bond is a one-size-fits-all solution, 
and different types can be combined to achieve 
the most effective outcome for financing mea-
sures to prevent disaster displacement or, if 
necessary, relocation. In a study of innova-
tive finance options for increasing flood resil-
ience in Semarang, Indonesia, the Mercy Corps 
(2019) outlined a mix of bond instruments that 
could help build flood resilience to avert dis-
placement. They list green bonds (bonds that 

cover capital expenditure for green/climate- 
related resilience infrastructure), resilience im-
pact bonds (metrics-based payouts, as discuss-
ed above, for example, a certain number of 
trees planted to help build a sea wall) and resil-
ience bonds (bonds that monetise the savings 
from infrastructure investment to reduce in-
surance premiums, which helps generate ini-
tial cash flow as a result of savings on insurance 
payments), all as initial liquidity instruments to 
provide funding for resilient infrastructure that 
can avert displacement were a flooding disaster 
to take place.

Disaster-related displacement in the Phil-
ippines, a very at-risk country due to its cli-
mate, geography and infrastructure, is well 
documented (IDMC 2013). As part of a diversi-
fied climate disaster risk finance and insurance 
(CDRFI) portfolio, the Philippine Government 
set up a catastrophe bond in 2019 to provide 
immediate funding in the wake of a disaster. It 
makes USD 225 million available over a three-
year period. Payouts are dependent on the se-
verity of a potential earthquake or tropical cy-
clone (GC Capital Ideas 2020). No payouts have 
been reported so far, and there is no evidence 
of a specific focus on making them available for 
displaced people.

 Ü Opportunities and barriers

The introduction of targeted bonds can help in-
crease planning security by diversifying the is-
suing party’s risk portfolio. Bonds also allow for 
the consideration of a diverse set of functions, 
including the promotion of gender transfor-
mative aspects. Barriers include the technical 
know-how to implement, structure and certify 
them, which also entails some transaction costs. 

Further reading

 ` The Disaster Risk Finance – A Toolkit publica-
tion by GIZ has further information on bonds 
on p. 33. 

https://www.indexinsuranceforum.org/resilience-document/disaster-risk-finance-toolkit
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3.1.4 Grants, loans and loan forgiveness

 Ü Description

In HMCCC finance, grants, loans and loan for-
giveness will usually be provided by develop-
ment agencies and MDBs to disaster-affect-
ed nations. While microcredit is also a type of 
loan, this section refers to loans involving larger 
amounts, usually those granted to a governing 
entity. The grant or loan is often tied to a pro-
gramme that specifies what the grant or loan can 
be used for, what conditions have to be met and, 
in the case of a loan, what the repayment terms 
are. Although governments are often the direct 
recipients, ultimately, people affected by climate 
change are the beneficiaries of the grants and 
loans. There are also ‘concessional loans’, which 
are loans granted at below market rates, often 
in a development context, to avoid exacerbating 
the indebtedness of the recipient country. 

In a slightly different context, grants are also 
awarded to fund HMCCC research. While such 
grants have no immediate impact on people 
moving as a result of climate change, the 
knowledge garnered from the research helps in-
form policy and decision-making. In this case, 
funding will come from supranational bodies, 
national governments, development agencies 
and multilateral development banks and in-
stitutions. An example is a recent technical as-
sistance grant awarded by ADB with the pur-
pose of ‘Understanding Disaster Displacement 
in Asia and the Pacific’ (ADB 2020). 

6 Full list of projects available in footnote in IOM 2018, p� 54� The project numbers can be entered into the search bar on the GCF 
website� HMCCC elements in the projects listed in IOM 2018 are mostly indirectly addressed and are not the primary target�

 Ü Link to HMCCC

There is no inherent link between grants and 
loans and migration, displacement or reloca-
tion. Any links will depend on the implemen-
tation of the funds granted or loaned. Grants 
and loans may be specifically designated to ad-
dress a HMCCC-related topic, and one such 
case is discussed in the examples section below. 
As grants and loans are essentially just sums of 
money (provided under different terms), they 
can be used in conjunction with many of the 
other instruments covered in this report. For 
example, grant money can be utilised to facili-
tate FbF or to provide microcredit. 

 Ü Implementation timing

Loans will often be given in the aftermath of a cli-
mate change-related event in order to support re-
covery processes. Typically, grants will fund adap-
tive capacities. General relief funds, which can be 
categorised as a grant, are issued shortly before or 
after an event that could lead to HMCCC.

 Ü Gender aspects

Grants and loans can be designed to accommo-
date gender transformative aspects. The GCF is 
the first climate finance mechanism to main-
stream gender perspectives. This entails having 
gender aspects inform project design and choices 
for funding allocation, and for an institution to 
be GCF-accredited (meaning that they can de-
velop funding proposals and handle GCF project 
grants), they need to be able to demonstrate 
(verified) internal institutional gender-relat-
ed practices and standards (GCF 2019). Although 
addressing human mobility is not specifically ref-
erenced in the overall objective of the GCF, since 
2018, HMCCC elements are now observable in 
over 20 of its projects (IOM 2018).6 

20 of its projects

Although addressing human mo-
bility is not specifically referenced 
in the overall  objective of the GCF, 
since 2018, HMCCC  elements are 
now  observable in over
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 Ü Examples

The GCF project Enhancing adaptive capacities of 
coastal communities, especially women, to cope 
with climate change-induced salinity address-
es the problem that an increase in the concen-
tration of salinised water poses for coastal com-
munities in Bangladesh. The resulting decrease 
in the availability of freshwater resources has led 
men who previously had livelihood opportuni-
ties in farming to migrate in search of employ-
ment. This places an added burden on women 
who are left with a larger proportion of unpaid 
and paid work. Increasing salinity also threatens 
livelihoods because it reduces resources for live-
stock and paddy fields. Preliminary project re-
search has also showed that the task of fetching 
water, now more tedious and time-consuming 
as it is necessary to go farther to find it, falls pri-
marily to women. To reduce climate-induced mi-
gration and thereby enable women to have more 
time to pursue different economic activities, the 
project is supporting coastal residents in a variety 
of integrated water management schemes so that 
they can make better use of available resources 
(GCF 2018). It complements and supports a relat-
ed project in Bangladesh with a more direct focus 
on climate-induced migration. 

Following Cyclone Idai in 2019, which displaced 
close to half a million people (IDMC 2019), the 
World Bank made around USD 550 million 
available to help the people of Mozambique, Ma-
lawi and Zimbabwe re-establish key livelihood-
enabling resources (water supply, food securi-
ty, basic infrastructure, crops, etc.). The support 
was made available through the Crisis Response 
Window of the International Development As-
sociation (IDA) (World Bank 2019). IDA funds are 
either grant-based or loan-based, or a mix of the 
two, and are dependent on the recipient’s risk of 
debt distress (World Bank 2021a).

Loan forgiveness can also be used to free up fi-
nancial resources to address HMCCC. Debt 
swaps, where debt is forgiven under the prom-
ise of using the forgiven (discounted) sum for 
a specific purpose, is not a new concept, but it 
has been increasingly eyed in recent times for 
implementation in a climate context. The debt 

would be forgiven as a means of development 
assistance. The United Nations (UN) Econom-
ic Commission for Latin America and the Car-
ibbean has recently advocated using this in the 
Caribbean to fund the Caribbean Resilience 
Fund (IISD 2019). The aim of a Caribbean Re-
silience Fund, which is still at the conceptual 
phase, would be to finance response and (green) 
recovery efforts in the member states of the Or-
ganisation of Eastern Caribbean States (OECS) 
to deal with the impacts of climate change and 
disasters in the region. The financing mech-
anism will help to avoid a downward spiral of 
disaster-related infrastructure destruction, eco-
nomic recession, shrinking financial capacities 
and regional disintegration. It will also be in-
strumental in perpetuating regional integration 
for resilience and post-disaster finance.

 Ü Opportunities and barriers

Grants, loans and loan forgiveness can build on 
existing fiscal infrastructure to enable the rapid 
disbursement of funds. They can be combined 
with other instruments described here to allo-
cate funds in a just and timely manner although 
grants and loan forgiveness are to some extent 
funder dependent, and loans may be a less attrac-
tive option for already indebted governments. 

Further reading

 ` A more general overview of the role of 
loans and grants in climate change adapta-
tion  finance can be found in the publication  
Financing adaptation to climate change – an 
introduction.

https://www.ndc-cluster.net/system/files?file=document/2019-10_adelphi_Adaptation%20Briefings_Financing%20Adaptation_an%20Introduction_0.pdf
https://www.ndc-cluster.net/system/files?file=document/2019-10_adelphi_Adaptation%20Briefings_Financing%20Adaptation_an%20Introduction_0.pdf
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3.1.5  Budget contingency and contingent 
credit

 Ü Description

Budget contingency and contingent credit pro-
vide for emergency funds that are explicitly 
budgeted for and then drawn upon if needed. 
Sovereign states provide for budget contingen-
cy as allocations in the national budget (they 
may also be established by regional or munici-
pal governments although this is less likely due 
to their significantly more constrained budgets), 
and contingent credit is issued by MDBs. Like 
the grants and loans described in the previous 
section, these funds can be disbursed using 
some of the instruments discussed in this re-
port. Ultimately, the beneficiaries are the people 
directly affected by the climate change-related 
event, and the aim is to prevent unwanted mo-
bility or to facilitate necessary mobility. 

 Ü Link to HMCCC

Budget contingency and contingent credit in re-
lation to HMCCC are funds specifically set aside 
to deal with the immediate effects of an extreme 
weather event. There is a link to HMCCC inso-
far as budgetary planning addresses HMCCC or 
helps restore livelihoods or prevent their de-
struction, which contributes to averting dis-
placement. Contingency budgets can also be 
employed to relocate people, where necessary. 

 Ü Implementation timing

This instrument is used immediately be-
fore or after an extreme weather event. In 
the short time window before, it could be 
used for FbF measures, and immediately 
after, for different relief purposes, which-
ever form they take (small grants i.e. un-
conditional cash transfers, microcredit, 
debt moratoriums and other general dis-
aster response measures). 

 Ü Gender aspects

Similar to loans and grants, contingent finance 
can include gender transformative elements to 
the extent that they are planned for. For contin-
gent credit, they can be stipulated in the lend-
ing terms. For budget contingency, plans can be 
drawn up in advance to ensure that funding is 
gender transformative. 

 Ü Examples

In Thailand, the central government budgets 
for emergency funding to tackle loss and dam-
age resulting from flooding in order to pro-
vide immediate livelihood-preserving relief to 
households. Funding is provided in the form of 
unconditional cash transfers made uniformly 
across affected regions (UNFCCC 2019b).

The Contingent Credit Facility, developed by the 
Inter-American Development Bank (IDB), offers 
pre-prepared contingent loans to IDB member 
countries. Recipient countries are required to 
have a pre-approved comprehensive natural dis-
aster risk management programme in place and 
can borrow up to USD 300 million or up to 2% of 
their GDP, whichever is lower. The programmes 
must include ‘risk analysis, prevention, mitiga-
tion, emergency preparedness and disaster re-
sponse, as well as provisions for adequate and 
sustainable financing of the remaining retained 
or transferred risks, to be implemented in a peri-
od of no more than five years’. Triggers for dis-
bursement are parametric (IDB n.d.). Although 
no explicit HMCCC elements are mentioned in 

USD 300 million

Recipient countries are  required 
to have a pre- approved com-
prehensive natural disaster risk 
management programme in 
place and can borrow up to 

or up to 2% of their GDP, 
whichever is lower.



the stipulations for the credit, these, in addition 
to gender transformative elements, could be 
added at a later point in time. 

 Ü Opportunities and barriers

Contingent credit and contingent finance are 
an important part of risk portfolio diversifica-
tion, complementing risk reduction and trans-
fer with risk retention and allowing for ad-
equate long-term planning to address both 
sudden- and slow-onset events that can lead to 
human mobility. The main barrier, at least for 
contingent finance, is that national/subnational 
budgets are inherently zero-sum, which means 
that there can be political challenges involved 
in the initial allocation to a contingency financ-
ing pot.

3.2 Insurance

Insurance instruments serve as risk transfer in-
struments as they transfer the risk associated 
with an event from the insurance policy hold-
er to the insurance provider. Insurance schemes 
to minimise the risk of the impacts of a climate 
change-related event have been in use both 
at the micro and macro level for over a dec-
ade now. While microinsurance typically in-
volves indemnity-based insurance, where a po-
licy holder must provide proof ex post of the 
damages to claim for them, in climate change 
policies, parametric insurance is almost ex-
clusively employed. This is also the case at the 
macro level, for example for SRPs, which are de-
scribed below. Parametric insurance uses prede-
fined metrics and payout triggers; when a cer-
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Further reading

 ` As part of input for the 2019 review of the War-
saw International Mechanism for Loss and 
Damage associated with Climate Change Im-
pacts, the UNFCCC Secretariat produced a 
technical paper which discusses the sources of 
and modalities for accessing financial support 
for addressing loss and damage, including risk 
retention and contingent finance.

https://unfccc.int/topics/adaptation-and-resilience/workstreams/loss-and-damage-ld/executive-committee-of-the-warsaw-international-mechanism-for-loss-and-damage/expert-group-on-action-and-support/documents


tain threshold is met, the insurer will pay out 
immediately without requiring proof of indi-
vidual damages. This is particularly useful for 
two reasons. The first is that it is very efficient 
as the resources for small-claim policy holders 
to provide proof of loss when they are in a dire 
situation simply are not there. A second advan-
tage is that it dramatically increases the speed 
at which policy holders receive payment. This is 
crucial for preserving livelihoods when they are 
threatened.

Timing is therefore vital when it comes to de-
signing insurance policies. Parametric insur-
ance allows, to some extent, for implemen-
tation to be ex ante; the triggers can be set to 
pre-empt any shock and make payouts to help 
prevent displacement or enable relocation, for 
example. Some such cases are described under 
section 3.2.1 below. 

Like the other instruments, insurance should be 
part of a balanced HMCCC response portfolio. 
In some instances, there are structural limits to 
the applicability of an insurance scheme, for ex-
ample, with slow-onset events. Unless triggers 
can be clearly defined, insurance (at least par-
ametric insurance) may not be suitable for ad-
dressing the problem (Müller et al. 2018). 

3.2.1 Microinsurance

Microinsurance is a small-scale individual in-
surance product provided at affordable rates 
and often paid out parametrically (and pre-
emptively) to help people avoid or recover from 
livelihood loss that could lead to displacement. 
Microinsurance is offered to those who could be 
affected by an extreme weather event by gov-
ernments, development agencies and private 
firms. The vulnerability of the recipients should 
be taken into account, and the insurance premi-
ums can be subsidised to assist particularly vul-
nerable and cash-strapped households (Müller 
et al. 2018). 

 Ü Link to HMCCC

The role of insurance tools in relation to mobili-
ty is primarily that it increases agency although, 
empirically, the exact effect on HMCCC is not 
clear – insurance might facilitate or inhibit mo-
bility. Potential causal pathways are that when 
insurance payouts help people regain their live-
lihoods they would then eventually either have 
the means to migrate or, conversely, not need 
to migrate in search of better opportunities. It 
can also reduce the number of people or the 
amount of time displaced (GIZ 2018). There are 
also ongoing policy discussions on microinsur-
ance for people enduring protracted displace-
ment to facilitate inclusion in their temporary 
place of residence (Müller et al. 2018).  

 Ü Implementation timing

For parametric insurance, which is the preferred 
type of microinsurance in developing countries, 
the point of deployment is after the predefined 
parameters and thresholds are met. This could 
either be before or after the full impacts are felt 
by the policy holders as the policy will pay out 
not when the insured asset is affected, but when 
an extreme weather event that is known to af-
fect the insured product, has taken place. For 
example, with slower-onset extreme weather 
events, insurance schemes to protect livestock 
may be triggered before any livestock fatalities 
occur if certain drought levels are reached and 
demonstrated by verifiable satellite data. 
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 Ü Gender aspects

Many existing microinsurance products take 
gender into account. They can be gender trans-
formative by taking into account local power 
structures and social circumstances that may 
inhibit gender equality. Using a data-based ap-
proach, they should consider ‘how to inform, 
select and target clients; the kind of product 
coverage provided; the way of distribution and 
servicing that works for women, and the way 
benefits or payouts are provided to be effective’ 
(Miles and Wiedmaier-Pfister 2018). Microin-
surance products do not have to be offered ex-
clusively to gender-relevant populations; gen-
eral availability of the product can be combined 
with specific models, for example, by offering 
subsidised premiums to vulnerable households. 

 Ü Examples

Since 2008, the International Livestock Re-
search Institute has been implementing various 
microinsurance products that protect pastoral-
ists against drought in arid and semi-arid areas 
in Kenya and Ethiopia. The idea behind the ini-
tiative is that, by promoting economic develop-
ment and building greater resilience, such pro-
ducts can help slow ‘the cycles of displacement, 
irregular migration and resultant instability in 
the three regions of the Mandera triangle by 
providing people – particularly the most vul-
nerable – with choices’ (Boresha 2021). 

One of these programmes is the Kenya Live-
stock Insurance Program (KLIP). Livestock is 
an important part of the lives of many people 
in rural areas of Kenya where extreme weath-
er impacts can be devastating for their liveli-
hoods. The Kenyan Government estimates that 
70% of the damages (USD ~8.4 billion) caused by 
drought between 2008 and 2011 affected live-
stock alone (World Bank 2017a). KLIP had the 
target of reaching 65,000 pastoralists by 2020 
with payouts issued on the basis of a forage 
availability index. The Kenyan Government has 
purchased a portion of this livestock cover on 
behalf of selected vulnerable households (ibid.). 
KLIP’s product design included considerations 

of equity of access, including by gender (Miles 
and Wiedmaier-Pfister 2018). 

 Ü Opportunities and barriers

Convincing people of the quality of insurance 
may be challenging as its benefits are triggered 
by stochastic occurrences. Liquidity can also be 
an issue in general but may be addressed by en-
suring effective timing of premium payments, 
which can help overcome liquidity constraints. 
Some flexibility is required because people who 
are forcibly displaced or lack the required doc-
umentation might have difficulty making in-
surance claims (although this is less relevant for 
parametric insurance). 
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70%

The Kenyan Government  
estimates that 

of the damages (USD ~8.4 billion) 
caused by drought between 2008 
and 2011 affected livestock alone.

World Bank 2017a

Further reading

 ` The InsuResilience Global Partnership aims to 
improve the use of CDRFI. There are many use-
ful resources available in their knowledge hub.

 ` The Munich Climate Insurance Initiative, a 
think tank on climate change and insurance 
has publications and more information on 
CDRFI topics on its website. 

 ` Insurance – a new approach for linking relief, re-
habilitation and development (Müller et al. 2018)

 ` New Evidence Roadmap for CDRFI, applicable 
not only to microinsurance, but also to CDRFI 
more generally. 

https://www.insuresilience.org/knowledge-hub/
https://climate-insurance.org/
https://d-nb.info/1167742052/34
https://climate-insurance.org/wp-content/uploads/2021/10/Strategic-CDRFI-Evidence-Roadmap.pdf
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3.2.2 Sovereign risk pools

 Ü Description

A risk pool is a method that insurance compa-
nies use to reduce their risk of sudden and ex-
treme losses caused by major disasters. SRPs 
operate under a similar principle whereby geo-
graphically dispersed entities pool together to 
form a collective disaster insurance-like payout 
scheme for governments. The pool itself is op-
erated by an institution set up to manage it, as 
in the case of the African Risk Capacity (ARC), 
the Pacific Catastrophe Risk Assessment and Fi-
nancing Initiative (PCRAFI) and the Southeast 
Asia Disaster Risk Insurance Facility (SEADRIF), 
or by an independent company providing such 
services, as in the case of the Caribbean Catas-
trophe Risk Insurance Facility (CCRIF). 

Contributions (premiums) are used to raise 
funds, and the geographic distance between the 
pool partners helps reduce risk for individual 
contributors. Unlike typical insurances, which 
have cyclic rates depending on demand for the 
policy, SRPs can dictate their own terms, there-
by avoiding unplanned premium increases. 
Similarly, if the pool is not activated, the SRP 
can also offer savings or reduced contributions 
in the future. As the name indicates, SRPs serve 
national governments and can help provide im-

mediate relief to people affected by sudden-
onset extreme weather events. SRPs can also be 
funded in the form of a development scheme, 
with individual contributions (partly) subsidis-
ed by a development institution, depending on 
the nation’s individual needs. 

Like other instruments that constitute cash in-
jections at the macro national level (budget 
contingency, contingent credit and grants), the 
funds can be used innovatively and effectively 
in line with the micro-instruments that directly 
target affected people (microcredit, FbF, uncon-
ditional cash transfers). 

 Ü Link to HMCCC

As an SRP is a macro-level policy, any direct 
links to HMCCC will depend on the imple-
mentation of the relief funds. The rapid fund-
ing made available through an SRP can provide 
flexibility in financing action to meet urgent 
infrastructure and livelihood needs, which can 
either facilitate migration or shorter-term relo-
cation or help prevent displacement. Some ini-
tial insights may be available from the Caribbe-
an region, where the CCRIF Real-Time Impact 
Forecasting System supports rapid evacuation 
measures although there is no significant refer-
ence about how to enable the financing needed 
(CCRIF 2010). 
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 Ü Implementation timing

Existing SRPs are modelled as parametric in-
surance schemes and are therefore implement-
ed when certain predefined parameters are trig-
gered. This could be when certain wind speeds 
are reached or when a certain magnitude on the 
Richter scale is registered for earthquakes. Pay-
outs are made shortly thereafter. The time it 
takes to pay out depends on the agreements of 
the respective SRPs although it would be within 
the two-week range. 

 Ü Gender aspects

SRPs can be gender transformative by requi-
ring gender transformative practices to be im-
plemented in the disbursement of the funds 
by the receiving party. The institutional man-
ager of the pool can also institutionalise gender 
practices and offer support in their implemen-
tation. This is done by ARC, which ‘accompa-
nies Member States through an institutional 
strengthening process that spans from 12 to 18 
months’ (ARC n.d., p. 23). The process involves 
setting up a country programme which coor-
dinates country activities and ultimately cul-
minates in the creation of an implementation 
plan, that is, a gender strategy for the disburse-
ment of funds (ibid., p. 24). CCRIF and  PCRAFI 
do not have guidelines for gender transforma-
tive implementation, but CCRIF does collect 
gender impact data and PCRAFI collects sex-
disaggregated data on beneficiaries and audits 
payouts (Miles and Wiedmaier-Pfister 2018). 

 Ü Examples

There are currently four SRPs in operation: 
CCRIF (some Central American and Caribbe-
an nations), ARC (African Union member na-
tions),7 PCRAFI (some Pacific island nations) 
and  SEADRIF (participating ASEAN nations). 

 l CCRIF is the longest running of the four and 
has made the most payouts, both in terms of 

7 World Bank (2017b) provides an overview of participating countries (as of 2017) on p� 34� All countries in the African Union are 
technically party to ARC although the risk pools are set up as yearly instruments and the members vary from year to year� See 
ARC’s risk pool overview for more information�

frequency and volume; in the last year there 
have been payouts on 12 occasions with 
the most recent coming after the magni-
tude 7.0 earthquake in Haiti in August 2021 
(CCRIF 2021). 

 l RC offers parametric insurance policies for 
the key climate risks faced by African na-
tions, namely droughts and tropical cy-
clones; policies for river floods are under 
development. ARC requires recipients to de-
velop an implementation plan before they 
can receive payouts (World Bank 2017b). 

 l PCRAFI started as a development pro-
gramme with fully subsidised premiums. 
Now though, the programme has progressed 
to a co-financing model, with some countri-
es taking on full responsibility for premiums 
by either paying them in part with loans 
from the IDA or, as is the case of the Cook Is-
lands, paying them wholly from their gov-
ernment budget (ibid.). 

 l SEADRIF launched its first product, a re-
gional catastrophe risk insurance product 
covering floods. Although, so far, it is only 
operational in the Lao People’s Democratic 
Republic, with the aim to expand it to other 
countries in the near future (SEADRIF n.d.). 

As part of the Philippine Government’s Disaster 
Risk Financing and Insurance Strategy, the Phil-
ippine Department of Finance designed a city-
level disaster risk insurance pool, based on the 
parametric insurance principle, with 10 geo-
graphically dispersed cities participating. The 
premiums paid by the participating cities are 
dependent on the pre-assessed level of risk they 
bring to the pool. The programme was inspired 
by the three SRPs described above and is set to 
be extended to other cities following its roll-out 
(ADB 2018a).

 Ü Opportunities and barriers

The clear opportunity offered by an SRP is that 
it helps spread the risk among geographically 
similar nations that are dispersed enough to en-

https://www.arc.int/risk-pools
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sure that the impacts of a single given event will 
not affect all of them. By banding together, they 
not only have the benefit of spreading risk, but 
are also able to access more capital with an ex-
ternal policy provider. In the case of an inter-
nally managed pool, they can set the premiums 
themselves without the need for a profit mar-
gin for the provider. Barriers to successful im-
plementation include a lack of capital if the 
pool is not reinsured and there is a year with an 
abnormal number of extreme weather events 
or when extreme weather occurs but without 
reaching pre-determined thresholds. 

3.3 Remittances

 Ü Description

Remittances are sums of money sent home by 
migrant workers to their personal networks 
in their countries of origin. The importance of 
the role of remittances in development cannot 
be overstated, with the yearly volume exceed-
ing total development assistance by a factor of 
three to four (Angenendt et al. 2019). Remit-
tances are especially important in the aftermath 
of an extreme weather event when using es-
tablished channels can get the necessary sup-
port to those who need it efficiently. Where an 
event has been particularly devastating, the in-
vestment and credit/loan prospects may be par-
ticularly poor; here too, remittances play an im-
portant role in bridging liquidity gaps for the 
people on the ground immediately affected by 
the event. 

Remittances can finance adaptive c apacities  
although it is important to consider the socio-
economic profile of the households receiv-
ing the remittances to determine whether 
it is relevant in adaptation discussions: low- 
income households will be more likely to use 
remittances to cover basic needs, whereas  
higher-income households may use them for 
‘longer-term investments, which could benefit 
adaptation strategies’ (IOM 2017). 

 Ü Link to HMCCC

Remittances relate to HMCCC in three main 
ways: as disaster relief, as a means of financing 
adaptation and increasing resilience and as an 
enabler for mobility. 

Like the other micro-instruments and financ-
ing sources outlined in this paper, remittances, 
when used as disaster relief, can help rebuild 
livelihoods which can help avoid (longer-term) 
displacements.

Remittances can be used to finance adaptation 
as they provide people living in disaster-prone 
areas, who may otherwise be more adversely af-
fected, with a stable source of income, helping 

Further reading

 ` The World Bank publication Sovereign Climate 
and Disaster Risk Pooling provides a trove of 
information on managing the financial impact 
of climate and disaster risks, lessons learned 
from existing SRPs and recommendations 
going forward. 

 ` The individual websites of the different SRPs 
mentioned in the examples above are a useful 
starting point for understanding exactly how 
an SRP is managed and implemented. CCRIF, 
ARC, PCRAFI, SEADRIF.

https://documents1.worldbank.org/curated/en/837001502870999632/pdf/118676-WP-v2-PUBLIC.pdf
https://documents1.worldbank.org/curated/en/837001502870999632/pdf/118676-WP-v2-PUBLIC.pdf
https://www.ccrif.org/?language_content_entity=en
https://www.africanriskcapacity.org/
https://www.gfdrr.org/en/pacific-catastrophe-risk-assessment-and-financing-initiative-phase-3
https://seadrif.org/


them smooth consumption and reduce the in-
come volatility associated with farming in such 
contexts. This has been shown to be the case in 
Ghana, for example (Musah-Surugu et al. 2017). 
It can also help secure more long-term plan-
ning, conceivably deterring migration in search 
of better economic opportunities.

Remittances can also be used to enable further 
mobility, for example, by paying for another 
household member to migrate, reducing the 
risk of them being trapped. Remittances can 
therefore support in situ adaptation and also 
enable migration as an adaptation strategy. 

 Ü Implementation timing

While remittances may increase in the after-
math of an extreme weather event (Debnath 
2015), they are generally sent on a continuous 
basis. The amount and frequency of remittances 
will depend on the ability of the migrant/dia-
spora communities to continue to provide 
them and the receiving communities to receive 
them. Some research indicates that although re-
mittances will increase after an event, the yearly 
average will remain the same, implying that 
later in the year the amount will decrease as 
the financial situation of the senders does not 
change (Bragg et al. 2018). 

 Ü Gender aspects

The sending of remittances is an inherently so-
cial process, and any gender impacts will de-
pend on who is sending/receiving the remit-
tances and in what context. On the receiving 
end, for example, following extreme weath-
er in India’s Upper Assam region, households 
with only female members were worse off com-
pared to households with a younger male head 
of household because, culturally, men are typ-
ically ‘custodians of a household’s social capital’ 
(Banerjee et al. 2017, p. 17), which affords them 
better access to recovery funds and supplies. 
For women-headed households, remittances 
constituted important livelihood-preserving 

8 https://www�iom�int/sites/g/files/tmzbdl486/files/about-iom/Gender-migration-remittances-infosheet�pdf

funds that they might not have received other-
wise (ibid.). Gender is also a factor in the send-
ing of funds. Women who migrated due to cli-
mate change (e.g. unstable crop yields led them 
to seek economic opportunities elsewhere) re-
mitted larger proportions of their income than 
men in a study of remittances received in cli-
mate disaster-prone villages in Bangladesh 
(Debnath 2015). In general, however, it should 
be kept in mind that the types of financial and 
remittance services offered often do not meet 
the financial needs of migrant women. For ex-
ample, as women send smaller sums more 
often, they spend more on transfer fees.8 This 
implies a need to develop products and services 
that cater to the unique characteristics and 
needs of different target groups. Women gener-
ally also have less access to banking than men 
in developing countries (Demirgüç-Kunt et al. 
2018), which presents structural challenges (also 
relevant to the discussion of gender and micro-
finance above) in addition to social ones.
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One project looking to address these issues is 
the GIZ-funded Digi#ances project, which aims 
to increase the use of digital financial services, 
including cross-border remittances, by un-
banked Jordanians and refugees, with a particu-
lar focus on women (GIZ n.d.). 

 Ü Examples

Remittances in the Upper Assam region of India 
play an indirect and direct role in household-
level adaptive capacity in terms of both ex ante 
and ex post disaster-related response. The dura-
tion and regularity of remittance sending also 
has an impact (helps ensure longer-term plan-
ning and investment). Remittances were found 
to be used first and foremost for basics (food, 
debt repayment, housing needs, etc.). In terms 
of indirect impact, households receiving remit-
tances have access to communication technol-
ogy which means they are more likely to receive 
early warning of natural disasters. Time is cru-
cial in preparing for flooding, for example, shor-
ing up the house and moving livestock. A direct 
impact is that households receiving remittances 
have better access to formal financial institu-
tions and insurance and are more likely to in-
vest in disaster adaptation (Banerjee et al. 2017).

9 Raw survey data available here�

In Somalia, remittances played a crucial role in 
supporting people affected by droughts in 2016. 
Responses from a survey9 conducted by the 
World Bank revealed that those who received 
remittances coped better with the drought and 
covered emergency needs more easily. IDPs liv-
ing outside displacement settlements and re-
ceiving remittances also coped better with the 
shock of the drought (Plaza 2019). 

 Ü Opportunities and barriers

Extreme weather events tend to increase the 
amount of remittances sent (Mohapatra et al. 
2009), at least in the short term, thus serving as 
a useful tool to be coupled with other policies 
to get the most out of every dollar sent home 
by migrants abroad. Remittances, as a source 
of funding, are generally more resilient to cli-
mate and weather shocks (depending on where 
the sources are situated) because the migrants 
are abroad and there is no correlation between 
the risks to their livelihoods and those of the re-
cipients. Additionally, urban jobs are often less 
dependent on weather and therefore provide 
a point of financial stability in the face of any 
eventual shocks. Barriers include the fact that 
data on remittances is often limited and that, 
as a decentralised financing mechanism, remit-
tances cannot be counted on to reach all those 
who need help because not every family re-
ceives them. Remittances alone cannot there-
fore be relied on to provide short-term relief.
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Further reading

 ` The World Bank’s Migration and Remit-
tances Unit has many useful sources on the 
topic. It also funds the Global Knowledge 
Partnership on Migration and Development  
(KNOMAD) which has additional resources and 
publications. 

 ` Banerjee et al. (2017), referred to above, is a 
KNOMAD working paper and one of few to 
discuss the impact of remittances on adaptive 
capacity. 

https://microdata.worldbank.org/index.php/catalog/3181/related-materials
https://www.worldbank.org/en/topic/labormarkets/brief/migration-and-remittances
https://www.worldbank.org/en/topic/labormarkets/brief/migration-and-remittances
https://www.knomad.org/
https://www.knomad.org/sites/default/files/2017-04/KNOMAD WP Do financial remittances build household level adaptive capacity- anuary 17 2017.pdf


3.4 Trust funds

A trust fund in the field of climate finance refers 
to an instrument that establishes an ongo-
ing fund to act on problems caused by climate 
change. As part of a trust fund approach, gov-
ernment institutions and ministries can col-
laborate with civil society, the private sector 
and international partners to implement spe-
cific dedicated objectives using financial re-
sources contributed according to partner 
pledges or other ways of ensuring sufficient re-
sources. There are manifold examples of trust 
funds – Bangladesh and Indonesia are among 
early movers in this regard and good examples 
of how challenging some of the key features of 
a fund are, such as blending finance from differ-
ent sources, setting up an appropriate govern-
ance structure and ensuring that the process to 
access the fund is sound and transparent.

3.4.1  Relocation funds and other  
elocation schemes

A trust fund to manage the process of reloca-
tion is a special form of trust fund with a dis-
tinct purpose. The Government of Fiji started 
its efforts to adopt a comprehensive approach 
to planned relocation back in 2012. It publish-
ed its national ‘Planned Relocation Guidelines: 
A framework to undertake climate change re-
lated relocation’ in late 2018. The guidelines are 
the first of their kind and set out principles and 
social safeguards to guide the government in 
assisting those communities in Fiji that are at 
risk from increasing sea-level rise in the island’s 
coastal areas. Relocation is considered and de-
cided as a last resort measure, and close inter-
action with the affected villages and commu-
nities is a key priority to ensure a participatory 
process. This has involved community consul-
tations and the setting up of a cross-sectoral 
government Relocation Task Force. The govern-
ment laid the legal foundation for the Climate 
Relocation of Communities Trust Fund in 2019. 
Funding of FJD 5 million annually is expected 
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to come from the government via the allocation 
of a portion of the revenue from its Environ-
ment and Climate Adaptation Levy, which is es-
sentially a tax on the service and tourism indus-
try (Thornton et al. 2021). The first international 
pledge came from New Zealand, illustrating 
how domestic sources and international (ODA) 
funding can be combined.

Standard operating procedures for planned re-
location are close to finalisation. They are im-
portant for ensuring that the distribution of 
funds and the selection of beneficiaries is or-
ganised in a way that is sound, transparent and 
inclusive. They also help make the trust fund at-
tractive to other international donors so that 
they contribute to it.

 Ü Link to HMCCC

A relocation trust fund address-
es the problems of a population at 
very high risk of being displaced 
in the foreseeable future. In the 
case of Fiji, the government start-
ed with villagers from Vunidogo-
loa in Vanua Levu, the first to be 
relocated in 2012. This first experi-
ence provided insights into how to 
coordinate such a process. The vil-
lagers had already experienced the 
effects of rising sea levels, with salt-
water flooding their homes and an-
cestral burial grounds and ruin-
ing their farmland. The risks from 

landslides were also high. Two more communi-
ties followed, but overall more than 40 villages 
have been identified as needing to be relocat-
ed to higher and safer ground. To date, the iden-
tified relocations have not been financed by the 
trust fund as it is not yet fully operational. How-
ever, as our interviews indicated, the identifica-
tion work carried out made the need for reliable 
financing all the more obvious.

 Ü Implementation timing

Once established, a trust fund focusing, for ex-
ample, on relocation will aim to plan and imple-
ment the relocation before the effects of a slow- 
or rapid-onset event are felt. It can therefore be 
considered an anticipatory action. In principle, 
such a trust fund can also be organised in the 
form of grants or insurance to provide support 
as a response to a climate impact. However, by 
planning the fund well in advance, irreparable 
losses of livelihoods and lives can be avoided.

 Ü Gender aspects

As the Fiji example indicates, a defining element 
of the relocation trust fund idea is to ensure the 
participation of the most vulnerable, includ-
ing women. The Government of Fiji highlight-
ed that the fund should serve as a blueprint not 
only for engaging communities being relocat-
ed, ensuring proper coordination between var-
ious agencies and gender awareness in the proc-

Further reading

 ` The UNHCR report Planned Relocation,  
Disasters and Climate Change:  Consolidating 
Good Practices and Preparing for the  Future 
provides guidance on how to implement 
planned relocations.

 ` Insights on experiences with planned  relocation 
relevant for setting up funding mechanisms 
can be found in the working paper Designing a 
funding framework for the  slow-onset impacts 
of climate change  (Boston et al 2020).

5 million
Funding of FJD 

annually is expected to come from  
the government via the allocation of  
a portion of the revenue from its  
Environment and Climate Adaptation 
Levy, which is essentially a tax on the 
service and tourism industry

Thornton et al. 2021

https://www.unhcr.org/54082cc69.pdf
https://www.unhcr.org/54082cc69.pdf
https://www.unhcr.org/54082cc69.pdf
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.lse.ac.uk%2Fgranthaminstitute%2Fwp-content%2Fuploads%2F2020%2F08%2Fworking_paper_343_Boston_et_al-1-1.pdf&data=04%7C01%7Cfelix.ries%40giz.de%7Cb69aa40c03334708548308d9adc233a4%7C5bbab28cdef3460488225e707da8dba8%7C0%7C0%7C637731872311863339%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=wil1nvith9n11DdHQdl8kXj3nBtPdBTmBPoKPWH55SY%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.lse.ac.uk%2Fgranthaminstitute%2Fwp-content%2Fuploads%2F2020%2F08%2Fworking_paper_343_Boston_et_al-1-1.pdf&data=04%7C01%7Cfelix.ries%40giz.de%7Cb69aa40c03334708548308d9adc233a4%7C5bbab28cdef3460488225e707da8dba8%7C0%7C0%7C637731872311863339%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=wil1nvith9n11DdHQdl8kXj3nBtPdBTmBPoKPWH55SY%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.lse.ac.uk%2Fgranthaminstitute%2Fwp-content%2Fuploads%2F2020%2F08%2Fworking_paper_343_Boston_et_al-1-1.pdf&data=04%7C01%7Cfelix.ries%40giz.de%7Cb69aa40c03334708548308d9adc233a4%7C5bbab28cdef3460488225e707da8dba8%7C0%7C0%7C637731872311863339%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=wil1nvith9n11DdHQdl8kXj3nBtPdBTmBPoKPWH55SY%3D&reserved=0
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ess, but also for considering how marginalised 
groups, such as children, the elderly and those 
living with disabilities, could best be served. 

 Ü Opportunities and barriers

The challenges of a relocation process are man-
ifold. Even if funding is available to relocate a 
village slightly inland, there may be no high-
er customary land available which would 
mean the relocation could not take place  
(Farbotko 2020; Government of Kiribati 2019, 
p. 13). The process of selecting the beneficiaries 
can also prove contentious. Challenges sur-
rounding property rights will arise as a result 
of the lack of clarity on ownership of both the 
original land and the destination site. The op-
portunity it offers is that any new infrastructure 
can be built in a green and climate-resilient way 
to avoid the need for relocation in the future. 

3.4.2 Climate land bank

 Ü Description

The idea of a CLB was conceptualised by the or-
ganisation Displacement Solutions (2018) and 
has slowly been gaining traction since a pub-
lication outlining how it could be implement-
ed in Myanmar was published in 2018. Due to 
changing political circumstances and the armed 
conflict that broke out in the country in early 
2021, the proposal never left the drawing board. 
Nevertheless, its principles are applicable be-
yond Myanmar and indeed anywhere in need 
of a management process for relocating people 
threatened by the impacts of climate change. 

A CLB is a state-held trust designed to hold land 
assets that can be used for relocating IDPs if and 
when necessary. It can help minimise and avoid 
indefinite internal displacement, internation-
al displacement, land disputes and other con-
flicts. Setting up a CLB entails creating an in-
stitution tasked with facilitating the process of 
providing people with new land. This involves 
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carrying out an initial scoping review of cli-
mate threats, evaluating land that could poten-
tially be claimed for relocation, managing and 
holding assets, working with would-be-affected 
communities to decide who should be relocat-
ed and when and ensuring that their livelihoods 
are guaranteed in their new places of residence. 
It is a financing instrument insofar as it can be 
viewed as a type of social security scheme, pro-
viding social housing too. Beneficiaries of such 
a programme, that is, people vulnerable to slow- 
and sudden-onset climate events, often have 
limited choices, which boil down to either in-
definite displacement or migration to slums 
on the outskirts of cities, a trend observable in 
many climate change-stricken regions. As de-
mand will grow over time, considering that cli-
mate change impacts will only worsen in the 
decades to come, the state will need to increas-
ingly access and claim larger parcels of land 
to be taken over and made available under the 
trust (ibid.). 

Consideration is being given to the idea of in-
troducing a voluntary land swapping plan, sim-
ilar in concept to a CLB, as part of an ADB-led 

project (with GCF funding) in Mongolia (see 
section on grants above). The plan is to util-
ise already inhabited space for an eco-district 
in the greater Ulaanbaatar metropolitan area 
(ADB 2018b). 

 Ü Link to HMCCC

Like the fund described above, a CLB is specifi-
cally geared towards facilitating relocation. The 
purpose is to avoid displacement by ensuring 
relocation options for those whose current liv-
ing situations are threatened by the effects of 
climate change. The approach is for all reloca-
tions to be voluntary and requires a collabora-
tive bottom-up participatory process involving 
the would-be-affected people. 

 Ü Implementation timing

A CLB should be designed and set up well in ad-
vance of when relocation would become nec-
essary. Conducting climate impact assessments 
(who is likely to be affected), amassing land as-
sets (identifying existing government land, re-
claiming potential sites and acquiring new as-
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sets), identifying the most immediately affected, 
establishing relocation protocols and holistically 
addressing infrastructure needs are steps that 
need to be taken before anyone can be moved.

 Ü Gender aspects

A CLB is an institution that performs a variety of 
tasks including climate impact mapping, con-
vening meetings to design the bank itself, cre-
ating action plans, appointing staff to carry out 
pilot studies and eventually carrying out the 
voluntary relocations. A gender lens should be 
embedded institutionally to promote transfor-
mative elements in all aspects of implementa-
tion. The country context will also be a factor 
as laws might restrict women’s ability to hold 
housing, land or property (HLP) rights. In ad-
dition to legal parameters, potential social 
constraints should also be taken into account. 
In Shwe Sar Yan, one of the villages for which 
the feasibility of a CLB in Myanmar was ex-
plored, it was noted that while women’s HLP 
rights were relatively strong, the decision-
makers and dispute resolvers in village land 
management were always men (Displacement 
Solutions 2018, p. 14). 

 Ü Example

A CLB has not so far been implemented any-
where and has only been thoroughly evaluat-
ed and proposed for Myanmar. The report from 
Displacement Solutions (2018) includes case 
studies on several villages in Myanmar to eval-
uate the feasibility of relocation. They found 
that vulnerable villagers at risk are willing to 
move but only when the situation forces them 
to do so. Additionally, certain livelihood guar-
antees would have to be in place, including 
property rights in their new place of residence 
and livelihood options, in this case, land suit-
able for rice paddy cultivation. Displacement 
Solutions further concluded that adjacent land 
would not be sufficient and relocations would 
necessarily involve the acquisition and alloca-
tion of non-adjacent land.

 Ü Opportunities and barriers

Barriers to implementation of the CLB idea in-
clude, first and foremost, a lack of political sta-
bility in the implementing country. In the case 
of Myanmar, proposals and work on the land 
bank were halted following the military coup in 
early 2021. Other barriers are potentially weak 
property rights, where competing land claims 
can exacerbate conflicts. Opportunities include 
the fact that moving early can help avoid long-
term internal displacement, taking into account 
that movement will be inevitable for some 
communities eventually. A thorough scoping of 
available land, in a bid to pre-empt any avoid-
able loss of livelihood, will pay dividends both 
economically and socially in the long run.

Further reading

 ` The publication Establishing a Myanmar  
National Climate Land Bank referred to above. 

 ` Project document for the voluntary land swap-
ping plan referred to above.

https://issuu.com/displacementsolutions/docs/dis5757_myanmar_national_climate_la
https://issuu.com/displacementsolutions/docs/dis5757_myanmar_national_climate_la
https://www.adb.org/sites/default/files/linked-documents/49169-002-sd-01.pdf


In terms of mobility, COVID-19 has resulted in more restrictions on migration, 
with national borders being closed to foreign nationals, although it has also led 
to foreign nationals living abroad returning home. Closed borders pose a chal-
lenge for places such as the Eastern Caribbean where the OECS free movement 
regime means that people can normally move across borders, when required, 
to escape the effects of extreme weather events (GIZ 2020). The pandemic has 
adverse effects related to IDPs too. Internal displacement caused by climate 
change will often force people to move from rural to urban areas, which in times 
of COVID-19 can further increase the social strain on host cities. Coping strate-
gies in the context of climate-related migration also often include rural to urban 
moves as migrants seek better job and health care opportunities, which have be-
come scarcer during the pandemic (Mosello et al. 2020).

4  Impact of COVID-19 on 
HMCCC and financing
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There are also clear effects on financing as deal-
ing with the effects of COVID-19 has put budg-
etary stress on most, if not every, government 
worldwide. A reduction in revenue, coupled 
with more funds being diverted to health ser-
vices and other pandemic-related spending, 
has meant fewer resources for already over-
stretched funding programmes. 

COVID-19 has unlocked large amounts of state 
financing in the shape of recovery funds. In 
order to kickstart their economies, govern-
ments the world over have pledged unparal-
leled public spending which, in some instances, 
is also mandated to be used for green initia-
tives. Examples are the recovery plans of the Eu-
ropean Union (37% of recovery funds for green 
transition) and the United States (climate and 
energy elements of the Build Back Better initi-
ative turned infrastructure bill). In order to fur-
ther encourage governments to put climate 
change at the centre of recovery efforts, the UN 
Secretary-General proposed six guiding actions 
(UN 2020). 

On the other hand, elevated national debt lev-
els as a result of stimulus spending puts govern-
ments in a weaker fiscal position to deal with 
natural disasters. Hochrainer-Stigler (2021) 
demonstrates in a catastrophe simulation 
model that some developing countries, partic-
ularly those that are climate vulnerable, would 
be much more susceptible to fiscal risk were a 
disaster to happen. 

One silver lining to emerge from the pan-
demic is the recognition of the salience of dig-
italisation. As a positive side-effect of a health 
policy, digitalisation has been given a boost, 
offering new opportunities to those who 
traditionally have not had access to financial 
services. The benefits of providing digital so-
lutions for HMCCC can be observed, for ex-
ample, in the GIZ Digi#ances project, which 
aims to increase financial inclusion by help-
ing refugees and women in Jordan gain access 
to banking services (GIZ n.d.). Additionally, the 
digitisation of financial processes reduces trans-
action costs (which means more money goes 
to those who need it), increases the speed at 

which funds are transferred and improves over-
all efficiency. 

In light of the above-mentioned challenges and 
opportunities, a closer look at the potential im-
pact of COVID-19 on some of the instruments 
is warranted. The information below is specif-
ic in terms of the examples mentioned but has 
implications that extend beyond the immediate 
context of the instruments in question. 

 l FbF and other disaster response situations: 
In the specific case of FbF, but also gener-
ally applicable to other disaster response sit-
uations, the IFRC and the RCCC (2020) note 
that EAPs can be amended to reflect pan-
demic-related necessities. In Bangladesh, in 
anticipation of displacement due to extreme 
weather, the National Red Crescent Society 
worked together with the Cyclone Prepared-
ness Programme and local authorities to dis-
tribute personal protective equipment, in-
crease shelter capacity, distribute hygiene 
items and communicate risks related to 
COVID-19 (p. 11). The amount of financing 
made available to an FbF initiative also has 
to be amended to reflect the added services 
needed to keep people safe. 

1.6%

The World Bank estimat ed 
that, despite the pandemic, 
the remittances in 2020 
were only 

below the amount of 2019.
World Bank 2021b



 l Remittances: The World Bank estimat-
ed that, despite the pandemic, in 2020 re-
mittances only fell by around USD 8 billion 
(from USD 548 billion to USD 540 billion), 
1.6% down on 2019. The total amount of re-
mittances was therefore much higher than 
had previously been anticipated and esti-
mated (World Bank 2020), with the World 
Bank Remittances and Migration Unit hav-
ing predicted that they would fall by some-
where between 14% and 20%. One of the 
main drivers for the steady flow of remit-
tances was the strong stimulus programmes 
implemented in host countries, enabling 
senders to keep their contributions consis-
tent (World Bank 2021b).

 l Fiji Relocation Fund: Where funding for in-
struments is tied to other funding mech-
anisms, reductions in the source will 
logically have knock-on effects. The Fiji Re-
location Fund is supposed to receive a sig-
nificant proportion of its funding from the 
Environment and Climate Adaptation Levy, 
which is essentially a tax on the service and 
tourism industry (Fiji Revenue and Customs 
Service 2019). The industry took a big hit 
from COVID-19, leaving a third of the work 
force unemployed or underemployed. With 
the country’s economy expected to contract 
by more than 20% in 2020 (Richmond et al. 
2021), inflows to the relocation fund would 
be significantly reduced.
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The recommendations in this concluding chapter have been formulated on dif-
ferent levels and for different target groups, especially national governments 
and donor organisations.

5 Recommendations



The overview of the different instruments for 
supporting financing to address HMCCC re-
veals a dynamic and innovative landscape, but 
also different degrees of applicability and ma-
turity. There are two main guiding questions for 
national governments when considering ad-
ditional financing options: 

 l Under what conditions (risk, duration of cli-
mate change shock, type of shock, etc.) does 
it make sense to use the different instru-
ments from the portfolio analysed?

 l What are the limits and opportunities deter-
mined by specific country contexts? For ex-
ample, can a well-functioning social security 
system or sound data collection be utilised 
to establish an FbF approach?

It is clear from the analysis of the different in-
struments that none of them will serve as a 
silver bullet and that some barriers need to be 
overcome to harness the full potential of the in-
struments in their respective areas of risk re-
duction, risk retention or risk transfer. In this 
context, remittances play a special role due 
to their relevance at different risk stages. The 
main challenges to be overcome if remittances 
are to play an even bigger role in financing for 
addressing HMCCC include the lack of avail-
able data and the fact that, as a decentralised fi-
nancing mechanism, it cannot be counted on to 
reach all those who need it as not all families re-
ceive remittances. In general terms, the follow-
ing can be said about the instruments and tools 
analysed for the three risk categories discussed.

Risk reduction

 l FbF depends on the ability to produce accu-
rate, reliable and sometimes long-term fore-
casts. This requires significant capacities 
(staff, infrastructure) and support from re-
gional or global forecasting centres. 

 l Microcredit needs to reflect the context-spe-
cific vulnerabilities of a country or region to 
ensure the sustainability of the measure. In 
addition, there is a need for local infrastruc-
ture for the disbursement of microcredit, 
local financial literacy and trust in financial 
institutions.

 l Bonds are a promising instrument for pro-
moting targeted investments and can help 
to increase planning security, but in-depth 
technical know-how is required to imple-
ment, structure and certify them. 

 l Grants, loans and loan forgiveness can build 
on existing fiscal infrastructure to enable the 
rapid disbursement of funds. They can be 
combined with other instruments described 
here to allocate funds in a just and timely 
manner although grants and loan forgive-
ness are to some extent funder dependent, 
and loans may be a less attractive option for 
already indebted governments.

Risk transfer

 l There is already some experience in using 
insurance as a financial instrument. It can 
present liquidity challenges and also re-
quires some flexibility with respect to the 
difficult situation of forcibly displaced 
people. Adding flexibility to insurance pre-
mium payments can help make them more 
feasible for people whose liquidity is not cy-
clic in a monthly sense, but is influenced by 
seasonal windfalls associated with crop and 
livestock farming. 

 l SRPs gained some prominence as a related 
approach but may face the problem of a lack 
of capital if the pool is not reinsured and 
there is a year with an abnormal number of 
extreme weather events. 

Risk retention

 l Finally, ideas for enabling relocation proc-
esses – be it a dedicated trust fund or the  
concept of a CLB – are still in an early stage. 
The opportunity they offer is that any new 
infrastructure can be built in a green and cli-
mate-resilient way to avoid the need for relo-
cation in the future. However, the issue of the 
availability of land and the beneficiary se-
lection process can prove to be contentious. 
Challenges surrounding property rights will 
arise from the lack of clarity on ownership of 
both the original land and new sites.
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5.1 General recommendations

For a better risk portfolio, leverage synergies 
between instruments. 

Combining the instruments to address HMCCC 
results in a better risk portfolio, and the synergies 
achieved by combining them can be leveraged. 

 l In the case of remittances, piggybacking on 
established credit networks can help facil-
itate the use of risk transfer policy options. 
In Burkina Faso, one study offered a rain-

fall index insurance to urban migrants for 
agricultural land farmed by rural relatives. 
The uptake rate in the two-week experi-
ment window was 22% higher than it had 
been among people in rural areas who had 
been offered the product in previous years 
(Kazianga and Wahhaj 2018). This naturally 
relies on the availability of data on remit-
tance senders and receivers. With the cre-
ation of a better data-based picture, these 
networks can be utilised in a variety of ways.

Receiving remittances can also signal credit 
worthiness as recipients have a steady stream of 
income from an external source. 

 l Following a hurricane, the Government of 
Samoa established a credit line facility (mi-
crocredit) for affected households. People 
who received remittances and where the 
senders of those remittances were willing 
to act as guarantor for the loan would pay a 
much more favourable 3% interest rate as op-
posed to the usual 10% rate (Le De et al. 2015). 

 l In addition to remittances being used to 
build adaptive and reconstructive capacity, 
states can themselves tap into the wealth of 
their nationals abroad structurally. 
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Once capital is raised through bonds (or some 
other means of procuring capital), it can be 
passed on to those who need it in the form of 
other instruments.

 l One example is the Women’s Livelihood 
Bond Series which uses the money raised to 
help women access insurance, small grants 
and microcredit, among other things (see 
section 3.1.3 on bonds).

 l In a DRR context, bonds can also be combined 
with insurance through resilience bonds 
which monetise the reduction in insurance 
premiums to provide financing for infrastruc-
ture that quantifiably reduces damage risk. 
They do not raise capital like a typical bond, 
but rather pool together the savings from re-
duced premiums. It therefore necessitates 
an insurance scheme, which at the sovereign 
level could be done in conjunction with a cat 
bond, for example (Mercy Corps 2019). 

5.2 National governments

Improve the role of monitoring and data 
collection.

The role of data in the application of the differ-
ent instruments, such as risk assessment, FbF, 
insurance, relocation funds and CLBs, is of ut-
most importance.

 l Good data is necessary for the implementa-
tion of planned relocation and to facilitate 
implementation and a better understanding 
of risk profiles. To this end, it is highly rec-
ommended to use climate change modelling 
to inform risk assessments.

 l Even when sufficient weather data is avail-
able, if the insurance is climate change-relat-
ed, historical data might not be sufficiently 
indicative of the impacts of the changing cli-
mate, that is, if circumstances deteriorate 
and insurance premiums are based on more 
optimistic projections, the scheme will not 
be financially sustainable.

Further support capacity building to enable fi-
nancing for addressing HMCCC.

With more capacity building projects and seed 
funding, governments can further support the 
setting up of infrastructure for a number of in-
struments. It would be helpful to have more 
dedicated HMCCC programmes and pro-
grammes mainstreaming HMCCC that include 
measures for capacity building to enable fi-
nancing for addressing HMCCC.

 l Important portfolio elements are risk map-
ping, vulnerability assessments, EAPs, bond 
infrastructure and macroinsurance and mi-
croinsurance policies. 

 l Together with this portfolio, measures are 
needed for the digitalisation and streamlin-
ing of cash transfers, whether they are small 
unconditional grants, microcredit or remit-
tances. In this way, transaction costs can be 
reduced in the event of an emergency. 

 l This can help build useful interlinkages be-
tween governments and remittances. For 
example, if a government unconditionally 
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covered the transfer fees of the main trans-
fer service in the country for the period sur-
rounding a disaster event, more money 
would get through to the vulnerable people 
who need it quickly and efficiently.

Promote a diversified portfolio of instruments.

A diversified portfolio of instruments will help 
spread risk both in terms of who bears the risk 
and in terms of coping with the potential im-
pacts of climate change-related disasters on 
human mobility.

 l By combining contingency planning instru-
ments, such as budget contingency (poten-
tially in the form of microcredit) and trust 
funds aimed at short- and long-term cop-
ing mechanisms, with instruments such as 
microinsurance and FbF, a comprehensive 
strategy can be implemented that both ad-
dresses the issue of relocation when it is in-
evitable and alternatively avoids it effi-
ciently when possible. 

 y An example of this is the strategy devel-
oped by the Philippine Government that 
includes elements of microcredit, contin-
gency budgeting, insurance schemes and 
bonds in an approach called disaster risk 
layering, based on the premise that no sin-
gle financial instrument can address all 
risks (Disaster Risk Financing and Insur-
ance Program 2018).

 l The tools and instruments should be imple-
mented in a gender transformative manner. 
Some instruments, such as trust funds or 
targeted bonds, are better suited to enabling 
transformative change than others.

 l Existing social protection programmes 
should be used to help strengthen adap-
tive capacities before climate-related 
shocks occur and to streamline help in the 
aftermath.

5.3 International (climate)  governance 
and bilateral and multilateral 
organisations

International partners can support the 
achievement of better results by offering  
flexible  financing periods. 

A more flexible multi-year financing can be 
promoted – something frequently advocated 
by international organisations engaged in hu-
manitarian aid, climate finance and ODA. Flex-
ibility is necessary because disasters cannot be 
predicted. Moreover, long-term financing is re-
quired for relocated communities since they 
might continue to need funding even after the 
relocation process is complete. The fact that 
only 2% of UNHCR financing was earmarked as 
multi-year financing in 2018 highlights the rig-
idness of international financing. 

 l Flexible financing can better address longer-
term challenges such as slow-onset events 
or climate shocks that are seasonal. 

 l Flexible financing can help reduce admin-
istrative costs for donor countries and aid 
organisations and achieve better results 
through longer planning horizons (Ange-
nendt et al. 2019, p. 15).

International partners have a crucial role to play 
in continuously supporting the process of en-
abling informed and flexible decision-making 
by governments and local partners on HMCCC.

 l Capacity building projects, together with 
seed funding, are also useful for gov-
ernments as recipients to enable them 
to use innovative financing instruments 
and to further support the setting up of a 
comprehensive and coherent financing 
infrastructure. 

 l Dedicated HMCCC programmes can also be 
promoted as a pillar of proposals to interna-
tional climate financing instruments, such 
as the GCF and AF. In this way, programmes 
related to HMCCC can be further main-
streamed, and this co-financing can be used 
to increase the impact.
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