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Abstract

Developing countries such as Zimbabwe that are highly vulnerable to climate change, are
struggling to close the funding gap for climate change adaptation largely due to constrained fiscal
space, and also the inadequate climate finance flows from developed countries. This article reviews
the existing literature relevant to closing the climate finance gap in Zimbabwe through scaling up
funding from the private sector funding. The literature shows that current private sector flows for
climate finance are far below what is required to meet the needs of the country. The paper presents
literature review findings, and also identifies solutions for unlocking more domestic private sector
finance for climate change adaptation. The findings of the study contribute towards informing
government policy on climate change particularly with regards to the mobilization of additional
finance.

Keywords: Climate Finance, Climate Change Adaptation, Vulnerability, Extreme Weather
Events, Paris Agreement


https://orcid.org/0009-0000-3804-2327
https://doi.org/10.47941/ijhss.1727
https://orcid.org/0009-0000-3804-2327

International Journal of Humanity and Social Sciences

ISSN: 3005-5407 (Online)

Vol.2, Issue No.2, pp 9 — 21, 2024 www.carijournals.org

1. Introduction

A recent report by the Intergovernmental Panel on Climate Change (IPCC) indicated that global
temperatures will rise to 1.5 degrees Celsius compared to pre-industrial levels in the next two
decades (IPCC, 2018). The climate crisis is driven primarily by human activities such as the
burning of fossil fuels as well as deforestation, among others. As global warming accelerates, the
impacts of climate change such as droughts, corral bleaching, wildfires, sea level rises, heat waves,
and cyclones, have intensified over time (Hartely and Tando, 2022).

The effects of the climate shocks are being felt harder in developing countries like Zimbabwe
(Aluwani, 2022). This is largely attributed to the economic fragility, as well as the lack of technical
and institutional capacity. Against this background, the unravelling climate change crisis is
threatening to undo decades of progress with regards to socio-economic development, education,
health, and also poverty reduction. The vulnerability of developing countries such as Zimbabwe is
further exacerbated by their reliance on rain-fed agriculture, which is now unpredictable due to
climate change. Freeman (2017) linked climate change to increased conflicts and migration
particularly in the horn of Africa. Thus, the cocktail of climate crisis and weak governance systems
has led to increased tensions among communities and states at large over natural resources such
as grazing pastures for livestock, arable land and water sources.

In light of the afore mentioned challenges, radical actions are required so as to avert the climate
catastrophe. Chief among them is the significant reduction in emissions by the end of the current
decade (IPCC, 2018). In the long term, many countries have committed to achieving net zero
emissions. There is also an urgent need to adapt to the unraveling climate change crisis, triggered
by historical emissions which have caused the earth to warm up by 1.1 degrees Celsius already,
since the advent of the industrial revolution. In addition to large scale behavior changes as well as
societal transformation, responding to the climate crisis requires huge financial resources and
advances in technology. It is imperative to note that most developing countries like Zimbabwe
lack the financial capacity, due to constrained fiscal space, owing to making competing priorities
as well as limited resources. The situation has been further compounded by the global economic
headwinds due to the slow recovery post Corona Virus 2019 (COVID-19) pandemic, rising energy
costs and also the war in Ukraine.

A report released at the twenty seventh gathering for Conference of Parties (COP27) that was held
in Egypt in November 2022, indicated that as much as USD 1 trillion per year in external finance
is needed by developing countries to combat climate change (Reuters, 2022). However, only a
fraction of this is currently being made available annually through various channels, mostly from
the public sector.

This paper will investigate the investigate the role that can be played by the private sector in closing
the funding gap for climate change adaptation. Zimbabwe will be used as a case study. The paper
will review the literature on climate finance, asses the adaptation funding gap and explore ways
for scaling up private sector financing in Zimbabwe.
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2. Background

Zimbabwe has a population of 15 million people. About 60 percent of the population resides in
the rural areas where the main economic activity is agriculture (Mapfumo et al, 2012). The
agriculture sector accounts for 70 percent of the employed workforce and contributes about 15
percent to the Gross Domestic Product (Maiyaki, 2010). The country is highly vulnerable to
climate change as a result of its dependence on rain-fed agriculture. Hence, it fundamentally
important that Zimbabwe steps up efforts geared towards adaptation to the climate change impacts.
There is a need to increase the resilience of Zimbabwe, by strengthening its capacity to predict and
rapidly respond to impacts of climate shocks.

Zimbabwe is already reeling from the increasing impacts of climate change as evidenced by the
increased frequency of extreme weather events such as floods and droughts in recent. In 2019, the
country experienced the worst floods in history, as cyclone Idai destroyed property and left about
900 people dead or missing (Munsaka et al, 2021). Moreso, half the country is food in secure
largely due to frequent droughts linked to climate change. The climate change impacts in
Zimbabwe are projected to be severe in the near term and the rest of the 21st century (Munsaka et
al, 2021). The change in climate will further threaten already strained water supplies, food and
nutrition security, health, hydro-electric power generation, human settlements and biodiversity
amongst other key areas of human development thereby impeding the country’s social and
economic development aspirations.

According to Mazvimavi (2010), Zimbabwe’s rainfall has declined by 5 per cent in the last century.
It is important to note that the seasonal rainfall has increasingly become erratic, with significant
delays in onset and also more frequent incidents of extreme weather events such as floods as well
as droughts. The climate induced shocks faced by the country have led to dwindling freshwater
suppliers, poor harvests and increased desertification, among other challenges. In the last decade,
the country has been hit by atleast one cyclone per year. The situation has been made worse by the
El Nino weather phenomena which is causing droughts which sometimes last up to three
consecutive years (Matunhu et al, 2022). Such a drought was recently experienced during the
period between 2014 — 2016. As a result of the impacts of climate change, Zimbabwe which was
once the breadbasket of the continent now relies on food imports which drain the limited foreign
reserves as well as donor aid. The decline in maize production, which is a staple food for
Zimbabwe, has led to sharp increases in prices. Climate change affects the most vulnerable rural
inhabitants who depend on small scale farming for subsistence.

According to recent studies, super ElI Nino events with double the impact are likely to become
common in the next twenty years (Cai et al, 2018). Furthermore, by the end of the twenty first
century, temperatures are projected to increase by upto 3 degrees Celsius in Zimbabwe (Unganai,
1996). These climatic changes will lead to further decline in agricultural yields over time, thereby
threatening livelihoods. It is estimated that Zimbabwe will experience a decline in maize
production by 50 percent between 2020-2080 (Lunduka et al, 2019).
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It is a matter of paramount importance that Zimbabwe adapts to the new normal under climate
change conditions. Failure to adopt robust measures will expose the country to worsening food
insecurity, loss of infrastructure and lives due to floods, and even threaten the economy given the
important role of agriculture. It is also imperative to note that climate change could lead to reversal
of gains made in SDGs such as poverty, hunger, gender equity, among others.

Notwithstanding the efforts of the development partners as well as the government of Zimbabwe

in particular, there is still a huge gap for climate change adaptation. The private sector, both
domestic and international, can play a significant role in closing the climate finance gap for
adaptation in Zimbabwe. This view is backed by theoretical as well as empirical evidence from
other developing countries around the world. That being said, there has been limited research on
the potential of private sector finance for climate change adaptation in the context of Zimbabwe.

Cognizant of the above, this paper seeks to close the literature gap on private sector finance for
climate change in Zimbabwe. The next section of this paper will outline the methodology. This
will be followed by a discussion of findings and finally, an assessment of gaps in literature as well
as the suggestions for areas for consideration in future research.

3. The Literature Review Approach
2.1. Methodology

In carrying out this research, existing literature on the role of private sector funding for climate
change adaptation, particularly in the context of Zimbabwe, was reviewed. The literature
considered included scholarly articles, books, as well as key reports on climate finance matters.
The findings from various empirical studies were integrated into this research with the goal of
assessing the collective evidence on private sector financing for climate change adaptation in
Zimbabwe. This methodological approach for conducting research is fundamentally important as
it enables various perspectives to be considered (Syder, 2019). Synthesizing of existing literature
is also essential towards the establishment of a firm foundation for studies (Webster and Watson,
2002).

2.2. Search Approach

The key words which were searched include climate finance, private sector climate change,
national adaptation plan, and climate change adaptation in Zimbabwe. These words were carefully
chosen so as to ensure that relevant literature on climate finance and private sector funding for
adaptation in Zimbabwe was found. The literature chosen was mostly published since the turn of
the century. This was complemented with key reports published by the IPCCC, the UNFCCC,
COP, and other international organizations such as the GCF and MDBs. The government o
Zimbabwe’s publications and policy documents on climate change, also provided useful data
which was used to validated the literature.

4. Literature Review

4.1 Climate Finance landscape
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Hong et al (2020) defined climate finance as the domestic, national, as well as the international
funding which comes from various sources which include the public, private and also philanthropy,
that is aimed at supporting the transition to low emission and climate resilient development
pathways. Developed countries have in the past pledged to support developing countries with
increased amounts of climate finance. This is in recognition of the developed countries
responsibility for past emissions which are driving current impacts of climate change (Fite, 2018).
Climate finance investments have become even more critical given then need to build back better,
in the post COVID-19 pandemic recovery era. Climate finance goes a long way towards helping
vulnerable developing countries to adapt and mitigate to climate change.

The global architecture under the UNFCCC is central in coordinating the flow of climate finance
(Hong et al, 2020). There are several funds which operate under the financial mechanisms. These
include the GCF, the Global Environmental Facility, Climate Investment Funds, and the
Adaptation Fund, just to mention a few. The entities which operate under the UNFCCC financial
mechanism are accountable to the COP that meets annually to decide on key policies, and also
priorities.

The Paris Agreement, which was adopted in November 2016, ushered in a new era where countries
across the world committed to curbing emissions so as to keep temperatures from rising beyond 2
degrees Celsius beyond preindustrial levels (AL-wad et al, 2018). It also led to commitment by
developed countries in particular, for ramping up climate finance, by pledging USD 100 billion
annually. The availability of predictable climate finance is fundamentally important to the
realization of climate goals. Since the Paris Agreement in 2016, the scaling up, tracking and also
reporting on climate finance flows has become a priority (Bodnar et al., 2015).

The public sector accounts for most of climate finance which is mobilized annually (Pauw et al,
2016). In particular, developed countries remain the major contributors of climate finance. This is
subsequently channeled to developing countries intermediaries such as bilateral development
assistance, MDBs, climate funds, and also non-governmental organizations. Developing countries
are also contributing by mobilizing domestic resources for use in funding climate related
initiatives. However, this is often very limited given the severely constrained fiscal space in most
developing countries.

A study by Buchner et al (2021), showed that there has been a steady increase in global climate
finance from USD 364 billion 2011 to USD 632 billion in 2020. However, this is still far below
the required levels of climate finance required to meet the ambitious climate targets by 2030. The
climate finance mobilized internationally must be ramped up by 600% to ensure that there are
sufficient resources to avert the dangerous climate impacts (Buchner et al, 2021). It is also
imperative to note, that out of the USD 632 billion global climate finance raised in 2020, only
USD 46 billion went towards adaptation (Trabacchi, 2023). Thus, climate change adaptation
remains under funded. This is particularly worrying given that developing countries are projected
to have an adaptation needs of around USD 155 — USD 330 billion annually by 2030 (UNEP,
2022).
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There are growing concerns on the regional distribution of the global finance which remains
skewed towards Asia, Europe and north America countries (Buchner et al, 2021). For example,
out of the USD 632 billion mobilized in 2020, only USD 30 billion ended up in Africa. Another
area of concern is the imbalance between mitigation and adaptation funding (Tirpak and Parry,
2009). That is, more funding is going towards mitigation when compared to adaptation, as
indicated above. Lastly, private sector funding, especially for climate change adaptation in
developing countries remains low. Therefore, scaling up private sector is critically important to
meeting the ambitious climate change targets.

4.2 Adaption Funding Gap in Zimbabwe

Climate change adaptation is defined as the adjustments in ecological, social or economic systems
as part of the measures in response to ongoing or expected climate change impacts (Smit and,
2018). The relevant adjustments made at national and community level in response to climate
change include practices, policies as well as physical infrastructure. Climate change adaptation is
intricately linked with livelihoods, local culture, values, the climate finance flows, and the socio-
economic systems which are found in a given country or community. Climate change adaptation
can be categorized into ethno-science and techno-science (Matanga and Jere, 2011). The ethno-
science adaptation approach relies on local knowledge systems which include planning drought
resistant crop and early planting, while the techno science methodology is based on modern
technologies such as drones and other smart agriculture technology (Gukurume, 2013). It is
imperative to note that local communities in developing countries often apply indigenous
knowledge based adaptation systems which have been passed on from generation to generation.

It is essential that a thorough local assessment for vulnerability is conducted so as to fully
understand the adaptation needs for the country and local communities (Nath and and Behera,
2011). This is key to ensuring that the subsequent climate change adaptation strategies adopted
respond to the local dynamics in terms of the environmental and socio-economic context. Given
the central role played by agriculture in the economy as well as livelihoods, the adaptation efforts
by Zimbabwe have mostly focused on building resilience in smallholder agriculture activities
(Mushore et al., 2013). This is fundamentally important noting that half the country is considered
to be semi-arid, and thus extremely vulnerable to climate change rainfall variability.

The government of Zimbabwe considers climate change as one of the leading challenges which
are undermining the progress made so far in attaining key development goals particularly in respect
of eradicating extreme hunger, as well as poverty (Gukurume, 2013). Hence, the country has made
strides in strengthening its institutional and policy framework to combat climate change. Policies
provide the much-needed framework for climate action. They are also essential towards ensuring
coordination and effective implementation of adaptation measures. More importantly, robust
national policies outline the key priorities, provide guidance on resources required and also set
targets which need to be met. In light of the above, Zimbabwe, has accelerated efforts to improve
the policy framework as part of its measures for climate action. The first climate related policy,
namely, the National Climate Change Response Strategy (NCCRS) was developed in 2014. Then
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in 2017, Zimbabwe crafted the National Climate Policy which places climate change adaptation at
the center of national development agenda. In 2015, Zimbabwe produced the first NDC, which
has been revised further over the years. The NDC serves as the main policy document on mitigation
priorities for the country. However, Zimbabwe is yet to develop the National Adaptation Plan
(NAP), a key policy document required by countries to serve as a guide for climate change
adaptation efforts.

Despite the notable progress on policy framework, Zimbabwe currently suffers from a number of
barriers which are hindering its ability to adequately adapt to climate change. Chief among the
barriers is the limited financial resources compared to the adaptation needs (Chagutah, 2010). The
situation has been further complicated by the political situation of the country which has made it
difficult for Zimbabwe to access some streams of international climate finance, and development
aid. That is, Zimbabwe has been isolated international since the turn of the century, primarily due
to concerns over violation of property rights during the chaotic land reform programme and
persistent violation of human rights. Another key challenge limiting the adaptive capacity of
Zimbabwe is the lack of sufficient climate information for decision making. Such information
includes reliable climate data which can be used for making science-based decision making. In the
absence of accurate climate information and early warning systems, it will always be harder for
developing countries to sufficiently adapt to climate change. Lastly, Zimbabwe also lacks systems
to sufficiently monitor effectiveness of plans for adaptation planning. To address this challenge,
Zimbabwe must urgently develop its NAP, which will then outline priorities for climate change
adaptation.

According to the revised NDC released in 2021, the government of Zimbabwe confirmed that the
mitigation goals till 2030 will require funding of upto USD 4.8 billion (UNFCCC, 2022). This is
equivalent to the annual fiscal budget of the country. What is more, this does not include the
adaptation funding requirements for Zimbabwe which are yet to be fully quantified. With the
financial support from the GCF, Zimbabwe is currently in the process of developing a NAP in
accordance with the UNFCCC. The NAP provides a systematic approach to be followed by all
developing countries in adapting to the impacts of climate change. Furthermore, the NAP lays out
the road map, set clear targets, as well as the timelines for archiving them. More importantly, the
NAP clearly identifies the gaps in adaptation and also provides a plan for mobilizing financial
recourse. The countries have to monitor, report, and review the NAP over time, as per the
requirements of the UNFCCC. Once the NAP is finalized, Zimbabwe will have a specific figure
showing the adaptation funding gap in the country over a given period.

Given the limited financial resources, Zimbabwe depends heavily on donor funding for climate
change adaptation (Gukurume, 2013). It is important to note that Zimbabwe has been receiving
climate finance from various sources under the UNFCCC mechanism. In 2019, the country
received USD 121 million in climate finance (Buchner et al, 2021). Half of this went towards
climate change adaptation. The sources of funding included the GCF, Adaptation Fund, GEF, and
the Climate Investment Fund (CIF), just to mention a few. Additional funding has been received
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from bilateral donors in the form of official development assistance. The funding has gone towards
adaptation projects that are being implemented across sectors including agriculture.

However, the adaptation funding gap remains large. For example, Zimbabwe has a pipeline of
climate finance funding proposal for projects where it is requesting USD 270 million from the
GCF. The full extent of the funding gap for adaption will be known once the NAP for Zimbabwe
is published by the government. More precisely, the NAP will provide an estimate of the climate
change adaptational financial needs over a given period.

The closing of the climate finance gap for adaptation in Zimbabwe will only be achieved through
the concerted efforts involving both public and private sector. It will also require massive policy
reforms geared at creating an enabling environment as well as building the capacity of key
institutions to ensure the relevant adaptation measures are fully implemented.

4.3 Private sector funding for climate adaptation

The importance of the private sector to an economy cannot be over emphasized. It accounts for
two thirds of investments on the African continent (UNECA, 2020). More so, the private sector
generates upto 75 percent of the economic output and accounts for 90 percent of employment
across the Africa. Given the significant role of the private sector, there is increased focus on its
potential role in supporting adaptation and building resilience among Sub-Saharan economies like
Zimbabwe. Thus, there can be no successful transition to low emission development pathways if
the private sector is not heavily involved in climate finance.

Notwithstanding the adverse effects to business, climate change is also creating opportunities for
private sector to pursue. There are two main opportunities for private sector which are emerging
due to the unravelling climate change crisis (Resch and Gao, 2022). On one hand, the climate crisis
is causing demand fluctuations across sectors, such as agriculture and tourism, which creates
business opportunities. Businesses need to adapt through embracing new technologies and ways
of doing things, so as to harness the opportunities. On the other hand, climate resilient projects
such as road infrastructure present an opportunity for private sector investors with capital to
provide cofinancing. The new business opportunities provide a compelling case for privates sector
to scale up investment in climate change in developing countries.

Private sector firms are already playing a role in climate change. In most cases, the private sector
companies mainstream adaptation activities into their day-to-day operations, sometimes without
intentionally doing so. The private sector can play three main roles with regards to climate change
mitigation (Cochu et al, 2019). Chief among them is internal adaptation which entails private
companies climate proofing their own operations and supply chains with the goal of minimizing
or averting climate related risks. Businesses also undertake this role with the aim of ensuring
profitability and continuity. The second role played by the private sector is providing funding for
adaptation. Such funding is given to other players for them adapt to climate change. For example,
farmers rely on banks and micro finance institutions for funding to obtain smart technologies
which are used in building climate resilience. Thirdly, the private sector plays a central role in
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providing critically important goods and services for others to adapt. This is particularly the case
in relation to technology produced by the private sector which is essential towards climate change
adaptation. Most private sector companies play different roles simultaneously. The small and
medium enterprises (SMEs) make up a larger proportion of private sector players in most
developing countries. They often lack capital and technical skills which often hinder their ability
to participate at scale on climate change adaptation. With necessary support in terms of mentorship
and capital, SMEs could (Trabacchi et al., 2020).

5. Discussion and Conclusion
5.1. Discussion of Findings

Empirical studies on climate finance in Zimbabwe have mostly focused on public sector financing
by international agencies and the government as well as the policy environment (Chirisa et al,
2021). The persistent climate finance gap in developing countries like Zimbabwe justifies the
consideration of the potential role which can be played by private sector. The scaling up of private
sector finance could go a long way towards further enhancing climate resilience for vulnerable
communities, and small holder farmers. Unfortunately, Zimbabwe’s access to international private
sector markets remains constrained due to historical challenges that include concerns over political
risk as well as human rights violations. Therefore, the country must contend with boosting
available climate finance for adaptation from the domestic private sector. This makes the domestic
private sector the most important potential source for additional climate finance in Zimbabwe.

Moreover, existing literature has also pointed towards lack of adequate policies as being a key
challenge which is hampering access to climate finance for adaptation in Zimbabwe. Private sector
players can only get more involved in climate finance adaptation if the enabling environment, in
the form of robust policies. One key policy gap which persists to this date is the lack of NAP for
Zimbabwe. The policy development thrust should also focus on addressing the market
imperfections which have been observed in the literature. By so doing this would enable the market
to increase its performance in terms of allocating capital and risks efficiently with regards to
climate change adaptation funding.

It is important to highlight that as long as the economy of Zimbabwe remains subdued, the
domestic private sector will not be able to provide sufficient capital as well as goods and services
required for climate change adaptation. The capacity utilization among local firms remains low at
around 30-40 percent (Tinarwo, 2016). Inlight of these challenges, the private sector has shrunk
over the years. It is now dominated by SMEs which often lack financial and technical capacity to
invest towards climate change adaptation.

The evidence from the existing empirical literature demonstrates that public finance will always
be central to leveraging more private sector investments towards climate change adaptation in
Zimbabwe. Thus, the more public sector finance flows towards climate change, the more private
sector investments are catalyzed. Unfortunately, due to reasons alluded to previous, especially with
regards to perceived risks, Zimbabwe has, over the years, not been able to access international
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credit markets. Put simple, the country can not borrow due to debt overhang challenge. This limits
the amount of climate finance Zimbabwe can get as the country can only access grants.

Last but not least, the government of Zimbabwe and donors should focus on stimulating creativity
in the private sector. This can be achieved through the establishment of climate innovation hubs
which are sufficiently funded and equipped. The innovation hubs should be complemented with
improvement in the policy environment. The focus on innovation will spur new business models
and climate finance solutions which are oriented towards adaptation. In the long term this would
lead to increased investments from the private sector for climate change mitigation. This approach
will unlock the potential of the SMEs.

5.2. Conclusion

The private sector can play a huge role in closing the climate finance gap. Moreover, the private
sector can also provide critical goods and services which can support others in climate change
adaptation such as technology and key climate information, among others. However, the existing
literature has revealed significant challenges which are hindering the private sector players from
increasing their support for climate finance. To this end, there is a need for concerned efforts to
address these barriers so as to unlock the potential of private sector companies. Above all, the
government of Zimbabwe should urgently finalize and release the NAP which would outline the
climate change adaptation needs in terms of funding and also technical gaps, as well as the relevant
priorities.
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