
KEY MESSAGES
 ■ Reorienting financial flows to address climate change 

adaptation and mitigation is one of the key objectives 

of the Paris Agreement on climate change, and global 

interest in its important role for transformation of the 

world’s food systems is growing. Six main flows of funds 

are relevant: expenditures by consumers, sales by food 

systems operators, international development flows, 

public budgets, banking systems, and capital markets. 

 ■ Current financial flows for climate change in the 

agriculture, forestry, and land use (AFOLU) sector, 

one of the components of food systems, amount to 

US$20 billion annually — less than 4 percent of total 

climate finance. Estimates of additional funds needed for 

a climate-positive transformation of food systems plus 

meeting other Sustainable Development Goals range up 

to $350 billion per year to 2030. 

 ■ Reorienting funds requires further analysis of 

this financial gap, and identification of existing 

counterproductive investments as well as appropriate 

climate-positive activities and potential finance sources. 

Important steps can be taken now to increase funding for 

climate change mitigation and adaptation in food systems: 

 ■ Establish effective incentive frameworks, as well as 

enabling macroeconomic and trade environments, 

for climate-positive food systems transformation. 

Governments can consider legislating net-zero carbon 

targets, pricing of climate externalities, development of 

carbon markets, and disclosures of climate risks as ways 

to create an effective incentive framework.

 ■ Guide consumption- and production-related financial 

flows in food value chains. To reorient consumer 

spending, governments can influence the food 

environment using fiscal tools, regulations, and 

information; investments by food systems operators 

can be influenced by consumer demand and by taxes, 

subsidies, and regulations.

 ■ Use international development funds strategically. 

Multilateral and bilateral development agencies 

should be held to their climate commitments, and their 

investments can be used to leverage private funds from 

global capital markets. 
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The transformation of food systems is crucial 

for achieving multiple global objectives, includ-

ing the climate change mitigation, adaptation, 

and resilience goals established in the 2015 Paris 

Agreement.1 This international treaty committed 

signatories to “making finance flows consistent 

with a pathway towards low greenhouse gas emis-

sions and climate-resilient development.”2 Major 

global initiatives in 2021, including COP26 and the 

United Nations Food Systems Summit (UNFSS), 

have reiterated the Paris Agreement objective 

of reorienting finance flows and have focused 

international attention on the critical role of food 

systems transformation in meeting global climate 

goals (Box 1).

Food systems — from agricultural production 

to food value chains, including inputs, processing, 

transportation, and retail, to consumers — must 

retool their operations to cut greenhouse gas 

(GHG) emissions, adapt to climate change, and 

enhance climate resilience. This transformation 

will require new technologies, institutions, infra-

structure, policies, and other interventions, many 

discussed in this report, to achieve climate-related 

 ■ Improve the allocation of national public 

budgets. To achieve the greatest impact, 

public funds should be targeted to research 

and innovation for sustainable intensification 

of agriculture, as well as investments in science 

across entire food value chains and the 

consumer environment. 

 ■ Steer banking systems and capital markets 

toward climate-positive operations. Climate 

mitigation and adaptation projects constitute 

a miniscule share of bank lending and private 

sector investments, while investments in 

counterproductive activities remain high. 

 ■ Ensure banking systems and capital markets 

support inclusive transformation by identifying 

investable opportunities and targeting credit 

lines to disadvantaged groups. Small farmers 

and businesses, women, and youth are most 

affected by climate change but often lack 

access to investment funds.
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goals. Many of these interventions need climate 

finance.3 In particular, investment in sustainable 

intensification of agriculture, mainly in developing 

countries, will play a key role in the solution to climate 

change.4 Sustainable intensification can potentially 

play a triple role in addressing climate change: reduc-

ing emissions from crop and livestock production via 

climate-smart practices; helping capture more GHGs 

through efficient agriculture and landscape manage-

ment; and adapting and building resilience to more 

challenging climate and weather conditions.5

FLOWS OF FUNDS 

To meet national and global climate goals, exist-

ing flows of funds must be reoriented and financial 

support must be mobilized for the broad range of 

mitigation and adaptation activities needed across 

food systems. Taking a broad view of “financing,” six 

main flows of funds need to be oriented and scaled 

up toward meeting global climate change objec-

tives (Figure 1).6 Two are “internal” to food systems: 

food and food-related expenditures by consumers, 

which constitute the sales/revenues of operators in 

food value chains (including flows between different 

subcomponents of the value chains). Four are “exter-

nal” to food systems: international development flows 

(concessional and nonconcessional loans, grants, and 

donations); public budgets (expenditures and reve-

nues); banking systems; and capital markets. Different 

options to reorient and scale up each of those flows 

are discussed in the section below on what can be 

done. 

To improve financing flows for climate change 

mitigation and adaptation in food systems, we must 

consider: 1) how large is the gap between current 

financial flows for mitigation and adaptation activi-

ties and the expenditures needed for climate-positive 

food systems transformation?; 2) are existing financial 

flows currently supporting activities detrimental to the 

Box 1 FINANCIAL ISSUES AT UNFSS AND COP26  

Finance for the transformation of food systems to address climate change appeared prominently in  discussions at two major events 
of 2021: the United Nations Food Systems Summit (UNFSS) and the climate change Conference of Parties in Glasgow (COP26). This 
suggests there is growing global commitment to addressing mitigation and adaptation in food systems and to finding innovative 
ways to fill the finance gap. The UNFSS was a broad consultation, involving governments and many other stakeholders, with no legally 
binding commitments. The Summit was framed around five Action Tracks, which presented several financial proposals. A Finance 
Lever Group created to inform the UNFSS (with the World Bank, IFPRI, the Food and Land Use Coalition, and other participants) 
issued a document on Food Finance Architecture: Financing a Healthy, Equitable and Sustainable Food System,a which identifies core 
“imperatives” needed to optimize public spending and mobilize private capital for a global food systems transformation. In addition, 
several coalitions and initiatives were formed around finance, including the Coalition of Action for Inclusive and Sustainable Food 
System Finance: The Public Development Banks Initiative and the Good Food Finance Initiative. Further work on finance will be taken 
up by those or other coalitions, and by specific national plans.

The COP26 meeting was a negotiation among governments and the resulting agreements have legal implications. (There were 
also voluntary commitments, with different stakeholders.) The main resolution reached by the participating countries — the Glasgow 
Climate Pact — includes several sections on finance. In addition to reiterating the Paris Agreement commitment to reorienting finance 
flows to address climate concerns, the Glasgow Pact highlights the need for additional adaptation finance for developing countries. 
It urges developed countries to double the amounts available by 2025, and multilateral institutions and the private sector to provide 
additional support. In view of the increasing financial needs of developing countries in the context of COVID-19, the agreement calls 
for more funds from multilateral development banks and other financial institutions and increased transparency in climate finance. In 
addition, a “Glasgow Dialogue” was initiated with countries, relevant organizations, and stakeholders to discuss funding for activities 
to avert and address loss and damage associated with climate change in developing countries.
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desired objectives?; and 3) what financial flows can 

be used to support different types of climate-positive 

activities for food systems? We discuss these three 

issues in more detail below. Then, in the following sec-

tion, we focus on what can be done in the short and 

medium term to steer financial flows toward mitigation 

and adaptation at the scale needed, and away from 

counterproductive investments that risk locking food 

systems into climate-negative trajectories.

FINANCE GAP
The Standing Committee on Finance (SCF), estab-

lished at COP16, has taken some initial steps toward 

measuring the finance gap. The SCF’s most recent 

report on existing financial flows for all mitigation 

and adaptation activities presents a high-end esti-

mate of US$775 billion and a low-end estimate of 

about $574 billion.7 The lower estimate derives from a 

Climate Policy Initiative report and database8 that pro-

vide a useful disaggregation of these financial flows, 

allowing us to analyze both all climate-related finance 

and the share specifically for mitigation and adaption 

in agriculture, forestry, land use, and natural resource 

management (AFOLU) in terms of the six flows of funds 

(Table 1).9 

The bulk of these existing climate funds go 

to renewable energy (43 percent), energy effi-

ciency (30 percent), and sustainable transportation 

Figure 1 Flow of funds for food systems

Source: Based on E. Diaz-Bonilla, J. Swinnen, and R. Vos, “Financing the Transformation to Healthy, Sustainable, and Equitable Food Systems,” in 

Global Food Policy Report 2021: Transforming Food Systems after COVID-19, 20–23 (Washington, DC: IFPRI, 2021).

TABle 1 Climate finance, low-end estimates of annual average 2017–2018 (US$ millions)

Households 
and individuals Corporations 

International 
development 
flows

Public 
budgets

Banking 
system

Capital 
markets Total 

Total climate 
finance 52,651.3 155,988.6 84,195.9 58,835.5 205,801.1 16,783.6 574,255.9

Only AFOLU 3.5 34.0 9,128.0 4,130.5 7,117.5 107.0 20,520.5

Source: Data from Climate Policy Initiative, Updated View of the Global Landscape of Climate Finance 2019 (London: 2020); and personal communication 
from Baysa Naran (regarding data for AFOLU). 

Note: AFOLU = agriculture, forestry, and other land use.

INTERNATIONAL 
DEVELOPMENT 

FUNDS

CONSUMERS FOOD VALUE CHAIN OPERATORS
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Processing
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(18 percent), while the share for AFOLU is only 

3.6 percent of the total.10 However, some expendi-

tures, particularly for adaptation and mitigation in 

the energy and transport sectors, may also contrib-

ute to climate objectives in food systems beyond the 

AFOLU component.

Total gross disbursements from all developmental 

sources (bilateral, multilateral, and private) to all recip-

ients and for all purposes, average about $256 billion 

a year (2015–2018).11 Of these, funds with identifi-

able mitigation and adaptation uses averaged about 

$84 billion for 2017–2018, of which about two-thirds 

were from multilateral development banks (MDBs). 

In the case of AFOLU, international development 

funds are $9.1 billion, and MDBs account for more 

than two-thirds of that total.12 Multilateral climate 

funds, such as the Global Environment Facility, with 

their complex web of differing governance structures, 

modalities, and objectives, provide just $3 billion 

yearly (average 2017–2018), of which only $793 million 

is for AFOLU.13 

Estimates of the financial resources needed in com-

ing years to meet climate-related goals in food systems 

range from an additional $15 billion to $350 billion per 

year to 2030, depending, among other things, on the 

components of food systems targeted and on how the 

mitigation and adaptation objectives in food systems 

are defined.14 Addressing climate change over larger 

sectors of the economy would have higher price tags — 

for example, the additional transition costs for the 

entire energy sector are estimated at about $5 trillion 

annually until 2030.15 

In designing food system transformation plans, 

constraints on financing will need to be considered. 

Some of those constraints are global, such as the 

total amount of world savings, which are distributed 

very unevenly across regions.16 Other resource con-

straints will be evident at the level of specific flows, 

such as international development flows or public bud-

gets in individual countries. Any proposal to increase 

investments in climate-positive activities will require 

changes either in investment for other activities or in 

savings and consumption, with systemic implications 

and potentially economywide repercussions that must 

be considered.17 

COUNTERPRODUCTIVE INVESTMENTS
Some existing financing operations are contribut-

ing to GHG emissions and hindering attainment of 

climate-related objectives and the 2030 Sustainable 

Development Goals (SDGs). For instance, some gov-

ernments subsidize fossil fuels, food producers clear 

forests with support from food processors or agri-

cultural subsidies, and so on. Development funds 

continue to finance some investments with high GHG 

emissions, such as coal-based energy. An estimated 

$3.9 billion (annual average, 2016–2017) of interna-

tional development flows finance fossil-fuel activities, 

exceeding climate-positive financing from multilat-

eral climate funds. However, this may change with 

the commitment at COP26 of 25 countries and pub-

lic finance institutions to end financing of projects 

abroad with unabated fossil-fuel energy (that is, with-

out carbon-capture) by the end of 2022.18 Stopping 

those counterproductive uses of funds would both 

reduce the negative climate effects and, potentially, 

free up resources for more climate-positive invest-

ments. Reallocating these funds would help to cover 

some of the costs of adaptation and mitigation activi-

ties needed in food systems, but may not be sufficient. 

Additional resources may have to be reallocated from 

other, climate-neutral uses. But trying to reallocate 

funds from uses that are counterproductive from a 

climate-change perspective will not be easy, given the 

political economy of vested interests of long-term sup-

port programs (see Chapter 2).

IDENTIFYING FINANCE SOURCES IN LINE 
WITH THE ACTIVITIES ENVISAGED
Determining the appropriate climate-positive activi-

ties and associated costs will help identify the actors 

involved and the relevant sources of financing and 

decision-makers. For example, if adaptation and miti-

gation objectives imply costs for agricultural extension 

services or social safety net programs, the financial 

resources will most likely come from public bud-

gets, which depend on direct government decisions. 

However, private investments in sustainable agricul-

tural intensification by farmers or in energy efficiency 

and food waste management by processing firms may 

require loans from banks, which have their own priori-

ties and decision-making processes. 
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WHAT CAN BE DONE?

Several important steps can be taken now to identify 

financing needs and to increase funding for climate 

change mitigation and adaptation in food systems 

from the six sources discussed above. 

fill daTa gapS on financing and emiSSionS. The 

data-gathering work of the SCF must be strength-

ened to help fill the remaining data gaps on climate 

finance.19 In particular, data-gathering must expand 

beyond AFOLU to include review of financial flows 

to all segments of food systems. More detailed data 

are also needed on international financial commit-

ments to address deforestation linked to food systems, 

food waste and loss, and the energy matrix and GHG 

emissions from primary production, processing, trans-

portation, commercialization, and consumption in 

food systems (see Chapter 11 on value chains). A for-

mal process of voluntary reporting on climate-related 

financial risks for different types of firms has been pro-

moted by the Task Force on Climate-Related Financial 

Disclosures (TCFD). These disclosure recommenda-

tions could have broader applications for generating 

data and changing incentives for private and public 

sector investments (Box 2). 

eSTaBliSh effecTive incenTive frameworkS for 
financing of climaTe-poSiTive food SySTemS 
TranSformaTion. Governments have a variety of 

policy and intervention options to provide effec-

tive frameworks to promote investment in mitigation 

and adaptation, and to reorient financial flows away 

from unhealthy foods and environmentally damaging 

production and toward health- and climate-positive 

options. National macroeconomic and trade policies 

define the general business environment for agricul-

ture and food production and marketing, including 

aspects such as price stability that can facilitate invest-

ment (see Chapter 3 on trade). Governance of carbon 

emissions, including legislated sectoral and net-zero 

targets, and adequate pricing of carbon and other 

externalities will be crucial to guiding decisions of 

consumers, producers, and other agents in food sys-

tems.20 Governments should work to improve policies, 

regulations, and infrastructure to ensure that carbon 

markets function properly, following the recent COP26 

decisions on operationalizing carbon credit trading, a 

carbon market, and a framework for non-market-based 

approaches (see Chapter 3, Box 1, on carbon border 

adjustment mechanisms).21 Sound carbon markets 

that allow for carbon credits, with the possibility of 

using the related income stream to support dedicated 

bonds, could help reduce GHG emissions from food 

systems and related energy systems.22 Also, other 

Box 2 DISCLOSING CLIMATE-RELATED INVESTMENT RISKS 

Requirements for public disclosure of climate-related financial risks by firms, banks, and other investors could help to reduce 
detrimental investments and provide useful data on risky investments. The Task Force on Climate-Related Financial Disclosures 
(TCFD), created by the G20’s Financial Stability Board, has developed a set of voluntary disclosure recommendations for publicly 
listed companies regarding the climate-related financial risks they face. These recommendations have recently been updated and 
are now being considered by several standard-setting organizations, including the International Financial Reporting Standards (IFRS) 
Foundation and the International Organization of Securities Commissions (IOSCO). They are also being taken up by some individual 
countries (the United Kingdom, Japan, and others), which are starting to require domestic organizations to report according to the 
TCFD recommendations, and other countries are considering legislation to require those disclosures as part of the pledges made 
during COP26. As yet, disclosure requirements refer mainly to publicly traded companies. Central banks and regulators are also 
reviewing their own monetary and financial supervision functions in the context of climate change, which may have larger impacts 
on the reorientation of financial flows.a By increasing transparency about climate change impacts, wider coverage of, and regulatory 
requirements for the disclosure of climate risk can help generate needed information and change investment incentives.
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instruments such as payments for environmental ser-

vices (PES) could help stop deforestation and promote 

ecosystem restoration and ecosystem services.

guide conSumpTion- and producTion-relaTed 
flowS of fundS in food value chainS. The internal 

flows of funds in food systems, namely food expen-

ditures by consumers — which are also the sales/

revenues of the agents in the food system — amount 

to about $8 to $10 trillion, or 9.2 to 11.4 percent of 

world GDP.23 Consumers want affordable, convenient, 

good-tasting, safe food. Also, they often express a 

preference for healthy food and environmental sus-

tainability, although their choices may not reflect these 

preferences, in some cases because healthy and sus-

tainably produced foods may be too costly. To reorient 

consumer spending, governments can influence the 

food environment — including prices, incomes, prefer-

ences, and the market structure that frame consumers’ 

decisions — using taxes and subsidies, income support, 

nutritional information, and regulations (for example, 

labeling requirements) (see Chapter 8). For producers 

and food value chain operators, governments already 

influence investment decisions through regulations 

and controls related to health, nutrition, and food 

safety (see Chapter 11). Other such interventions on 

both the producer and consumer sides will be needed 

to address climate objectives, such as stopping 

deforestation and reducing food loss and waste. For 

example, food companies could be charged for the 

environmental costs of their waste. In addition, private 

sector initiatives, such as pledges by food companies 

to reduce their carbon footprint, may require public 

mechanisms for monitoring and enforcement. Wider 

adoption of the TCFD climate-risk disclosures would 

help in this regard (Box 2).

uSe inTernaTional developmenT fundS STraTe-
gically. At COP15 in 2000, developed countries 

pledged to provide $100 billion annually for mitigation 

and adaptation, a pledge that was renewed at COP26. 

Yet international development funds are clearly falling 

short, and some support counter-productive invest-

ments. Overall, international development funds going 

to agriculture and food systems, climate change, 

and related uses are small compared with the needs. 

The $100 billion commitment made to developing 

countries must be fulfilled, with a larger grant com-

ponent and sufficient resources allocated to food 

systems. To support a positive shift in financing, bilat-

eral and multilateral development agencies should 

improve disclosure of their operations with common 

reporting methodologies, comply with commitments 

linked to zero deforestation and no financing of coal 

and other high-emissions projects, and clearly align 

their operations with climate goals and the SDGs. 

These international public resources also should 

be used more strategically to leverage and mobi-

lize the vast liquidity in global private capital markets. 

Examples include blended and parallel financing, 

guarantees to de-risk specific projects, and socially or 

environmentally themed bonds that can mobilize pri-

vate investments addressing larger humanitarian and 

development objectives. This potential for leverage 

is also relevant to the current debate about possible 

uses of the International Monetary Fund’s latest issue 

of Special Drawing Rights (SDRs) (about $650 billion, of 

which about 60 percent goes to developed countries). 

Reallocating a larger share of these SDRs to develop-

ing countries for climate finance could help mobilize 

private capital, especially if used to guarantee the issu-

ance of perpetual bonds.24 

improve allocaTion of puBlic BudgeTS for The 
TranSformaTion of food SySTemS. Countries’ public 

budgets provide another important source of funds for 

climate-change related investments (Table 2). 

For the largest impact, public funds should be 

directed to investments in research and innovation 

for sustainable intensification of agriculture to ensure 

that interventions are appropriate for local contexts 

and science-based (see Chapter 4). Unfortunately, 

expenditures in agriculture R&D in developing coun-

tries are low (excluding China),25 and focus mainly 

on productivity. Only 7 percent of total agricultural 

R&D spending has explicit environmental objectives, 

and even less includes social aspects of sustainable 

intensification. Scaled-up investments in science 

and technology are also needed across the whole 

food value chain and the consumer environment. A 

recent proposal recommends that countries’ invest-

ments in these areas should reach at least 1 percent of 

food-system-related GDP.26 
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One possibility under discussion is to repurpose 

the agricultural support measures (about $620 billion), 

which currently include a variety of expenditures 

and transfers to producers and consumers that 

often promote unsustainable production practices 

and unhealthy diets (see Chapter 2). Of this, some 

35–40 percent are subsidies (concentrated in Europe 

and China) that could be repurposed toward the pro-

vision of environmental public goods and R&D to 

support more sustainable diets.27 Quantitative esti-

mates of those potential reallocations show the 

possible complementarities across SDGs, but also 

highlight trade-offs that must be considered in 

repurposing those expenditures. Public budgets 

also include large subsidies to fossil fuels (expen-

ditures and tax exemptions), amounting to about 

$826 billion.28 The Glasgow Climate Pact agreed at 

COP26 commits countries to “accelerating efforts 

towards the phase-down of unabated coal power and 

inefficient fossil fuel subsidies, recognizing the need 

for support towards a just transition.” Eliminating those 

subsidies would reduce incentives for fossil-fuel use, 

and the funds could be reallocated to adaptation and 

mitigation in food systems and other sectors. 

Public expenditure reviews can help determine 

whether the level and composition of government 

spending is adequate — as well as efficient, effective, 

and equitable — to meet climate change objectives 

and other SDGs. Expenditure reviews can help define 

budget reallocation, better targeting, and program-

matic improvements for public expenditures within the 

existing budget limits.

However, these and other reallocations may not 

be enough to reach the levels of additional funding 

needed; expenditures may have to be increased and 

financed by more public revenues. The latter would 

require better tax administration and tax reforms to 

enlarge countries’ tax bases. For example, proper pric-

ing of externalities of fossil-fuel use would have the 

double effect of changing incentives and generat-

ing fiscal resources that could help to reach all SDGs 

and the climate objectives.29 However, it is important 

to note that many developing countries are already 

facing fiscal stress as a result of the COVID-19 pan-

demic, particularly because they have limited access to 

unconventional monetary instruments and to low-cost 

borrowing in global markets. These countries will 

require strong support from international financing 

agencies to design and fund their pandemic recovery 

programs in the short term and a just climate transition 

in the medium term.

STeer Banking SySTemS and capiTal markeTS 
Toward climaTe-poSiTive inveSTmenTS. The bank-

ing system and capital markets are significant sources 

of funds, but support for climate mitigation and adap-

tation projects make up a miniscule share of their 

investments. While overall flows of new bank loans (of 

TABle 2 Public budgets: Total, agriculture sector, climate change, and fossil fuel subsidies (US$ billions)

PUBLIC BUDGETS Total Developed 
countries

Developing 
countries

Developing 
countries w/o China

Total a/ 26,913.9 19,768.4 7,145.5 4,625.6

Of which:

Agriculture, forestry, and 
fisheries a/ 515.9 159.2 356.6 117.2

Climate change b/ 58.8 na na na

(of which AFOLU) b/ 4.1 na na na

Fossil fuel subsidies c/ 826.0 na na na

Source: a. Average 2010s, updated from E. Diaz-Bonilla, Financing SGD2 and Ending Hunger, Food Systems Summit Brief (Bonn: UNFSS, 2021) with data 
from FAOSTAT; b. Average 2017–2028, from Climate Policy Initiative, Updated View of the Global Landscape of Climate Finance 2019 (London: 2020);  
c. Data for 2020, from I. Parry, S. Black, and N. Vernon, “Still Not Getting Energy Prices Right: A Global and Country Update of Fossil Fuel Subsidies,” IMF 
Working Paper WP/21/236 (IMF, Washington, DC, 2021).

Note: These figures should be seen as approximations of the orders of magnitude and should not be added across categories, given that sources of the 
data and time periods vary, and categorization of “developed” and “developing” countries varies across datasets. Agriculture, forestry, and fisheries covers 
the primary sector, but not expenditures that can support production (such as rural infrastructure) or other parts of the whole food system. 
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more than one year) averaged about $1.6 trillion annu-

ally (2015–2019),30 the flow of loans for climate-related 

activities averaged only about $206 billion (2017–

2018), of which $158 billion was from national public 

banks and $48 billion from commercial banks.31 

Banking flows for AFOLU climate activities were signifi-

cantly lower, at $7.1 billion, and were provided largely 

by national development banks. In capital markets, 

long-term bond issues were valued at $27.3 trillion 

and global equity at $826.8 billion in 2020,32 but cap-

ital markets provided less than $17 billion for climate 

financing generally and only $107 million for AFOLU, 

which was largely invested in developed countries.33 

The amounts invested in agriculture and the transfor-

mation of food systems, both specifically to address 

climate change and more broadly for other SDGs, 

appear small.

At the same time, banks and investors con-

tinue to finance fossil-fuel operations and activities 

linked to deforestation, though the scale of such 

climate-negative investments is unclear.34 Policies 

requiring disclosure of climate-related risks could 

make banks and investors — like companies — provide 

a full accounting of GHG emissions from both their 

own operations and supply chains and from the com-

panies that they finance. Such disclosure may prompt 

these financial institutions to raise interest rates and 

charges for companies contributing to climate change 

or not do business with them. Some relevant account-

ing standards have been developed, including the 

Greenhouse Gas Protocol and the Partnership for 

Carbon Accounting Financials, as well as the TCFD rec-

ommendations (Box 2). 

While disclosures can reduce funding for activi-

ties with high GHG emissions, further work may be 

needed to mobilize additional private investments 

to support a climate-positive transformation of food 

systems and to achieve other SDGs. In capital mar-

kets, a growing number of actors now look for positive 

social and environmental outcomes as well as prof-

its. To this end, some banks and other investors have 

made pledges and formed coalitions such as the 

Glasgow Financial Alliance for Net Zero (GFANZ) and 

the Climate Finance Leadership Initiative. GFANZ has 

argued it can mobilize $100 trillion through 2050 for 

climate-positive investments, with an annual flow of 

about $3–4 trillion.35 However, standards for such 

nonfinancial objectives vary, as do monitoring and 

reporting activities. For these pledges to be effective 

in reorienting investment, the macroeconomic, regu-

latory, and incentives framework discussed above will 

be essential, including the legislation of net-zero emis-

sions targets, pricing of externalities, development of 

carbon markets, and risk disclosures. Together these 

will generate demand and create markets for the nec-

essary financial flows.

enSure Banking SySTemS and capiTal markeTS 
SupporT incluSive TranSformaTion. Food sys-

tem actors most affected by climate change include 

small farmers, small and medium enterprises (SMEs), 

native communities, women, and youth. Action will be 

needed to create incentives for funding the inclusive 

transformation of food systems, particularly invest-

ments led by these groups. First, a robust pipeline of 

investable opportunities (including individual proj-

ects, impact investment funds, green bonds, and other 

instruments) must be developed. These must have an 

adequate risk and reward profile to attract investors, 

and clear, measurable, and monitorable impact objec-

tives aligned with climate goals and other SDGs. To 

develop this pipeline, a proposal has been put forward 

to establish a CGIAR unit to link private capital and 

banks with investable opportunities for small farmers 

and rural populations in socially and environmentally 

relevant activities.36 

Second, central banks, within adequate monetary 

programs that considers inflation objectives, can offer 

specific lines of credit to financial entities, which in turn 

can provide loans for climate-positive activities37 tar-

geted to small farmers and SMEs, including women 

and youth, in food value chains. Well-managed pub-

lic development banks,38 which already play a key role 

in climate finance, can be powerful instruments for 

addressing market failures that affect agricultural and 

rural financial markets and climate finance. They can 

also crowd-in private sector funds from commercial 

banks and private investors by using blended finance 

and de-risking arrangements with their own public 

capital.39 

Third, continued innovation in financial instruments 

is needed, both on the lending side and for savings 

and other financial services used by food value chain 

actors.40 “Fintech” options based on digital services 
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can help to better reach small farmers, SMEs, and rural 

populations (see Chapter 12 on digital innovations). 

New instruments such as sustainability-linked loans 

and bonds can also support climate finance. These 

are being used to finance decarbonization transition 

plans, with interest rates that fluctuate depending on 

the attainment of emission-reduction goals or supply 

chain sustainability metrics. However, further innova-

tions are needed to mobilize funds from banks and 

capital markets on the scale needed, and in ways that 

consider the special needs of small farmers and disad-

vantaged groups in food systems.

WAYS FORWARD

Although, as shown, current climate finance does not 

reach the scale needed, the quantitative estimates 

suggest that, in the aggregate, there are sufficient 

potential financial resources available to fund a 

climate-positive transformation of food systems as well 

as to achieve other SDGs. However, much more work is 

needed to create the necessary incentives to mobilize 

these funds. Change must start with the macroeco-

nomic and overall incentive framework, including the 

legislation of net-zero carbon targets, pricing of cli-

mate externalities, development of carbon markets, 

and disclosures of climate risks. 

Beyond these frameworks, there are sev-

eral options for guiding financial flows away from 

climate-negative activities and toward climate-positive 

ones. Implementing these options will require a sus-

tained global effort. The UNFSS and COP26 have 

advanced two promising institutional approaches. 

First, these two global events sparked the forma-

tion of several coalitions of interested stakeholders, 

public and private, including those focusing on 

net-zero deforestation, net-zero carbon finance, good 

food finance, reduction of food waste and loss, and 

sustainable livestock production. To be effective, these 

coalitions must clarify their governance, funding, and 

operational structures and approaches, and those with 

overlapping topics may need to consolidate around 

common structures.

Second, both global meetings considered mech-

anisms to design and implement national plans for 

climate-positive food systems transformation. The UN 

Secretary-General announced at the UNFSS that there 

will be UN-appointed resident country coordinators to 

help manage the work of the UN organizations around 

national food systems transformation programs (the 

“national pathways”).41 Furthermore, as part of the cli-

mate change negotiations, countries must present 

their objectives for mitigation (Nationally Determined 

Contributions, NDCs) and may develop plans for adap-

tation (National Adaptation Plans, NAPs). In addition, at 

COP26, suggestions were made for setting up national 

platforms to coordinate private investors around 

country-focused plans for the energy transition.42 

These global approaches can only be implemented 

if countries structure their own national committees 

to design and coordinate their national plans for sus-

tainable food systems transformation, integrate them 

with their NDCs and NAPs, and ensure that all bilateral 

and international organizations operate in accordance 

with those plans. The establishment of international 

mechanisms to help countries design, finance, and 

implement such national programs could strengthen 

institutionally weak initiatives. The fiscal constraints 

created by the current pandemic increase the need for 

such support and more creative use of international 

development funds. Most important, investments in 

science, technology, and innovation (including best 

practices for system transformation and institutional 

change) must be increased to achieve the desired 

objectives for food systems in developing countries, 

where there are large opportunities to reduce emis-

sions, capture more carbon, and improve adaption 

and resilience in order to support sustainability and 

long-term food security and nutrition for all. 
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