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BACKGROUND

 Evolution of the concept and application of global 
environmental benefits and incremental cost in the GEF context

 Definition of agreed global environmental benefits and incremental cost principle at 
GEF Inception

 Assessment by the Office of Evaluation
 Operational guidelines for the application of the incremental cost principle
 Current application of incremental cost principle in GEF Focal Areas

 Establishment of new climate change funds under the Climate 
Convention

 Introduction of the concept of additional cost and its application
 Comparison between incremental and additional costs principles and approaches



ADDITIONAL COST

Background
 Least Developed Countries 

Fund (LDCF)and Special 

Climate Change Fund (SCCF) -> 

established in 2001 under 

UNFCCC COP

 GEF manages LDCF and SCCF

 To access resources, countries and 

agencies must follow the 

“additional cost” principle



ADDITIONAL COST- DEFINITIONS

 Additional Cost Principle: The idea that coping with the adverse 
impacts of climate change imposes an additional cost on vulnerable 
countries in their effort to achieve their development goals. 

 Adaptation Benefit: ability to achieve development goals despite a 
changing climate



ADDITIONAL COST PRINCIPLE
 LDCF/SCCF supports adaptation projects; therefore it follows the additional 

cost principle, which distinguishes those projects from the standard GEF 

practice which funds on the basis of incremental costs.

 The full costs associated with meeting the additional costs imposed on the 

country by the effects of climate change, are supported by the LDCF/SCCF.

 The additional costs of a particular project are calculated on the basis of:

 Baseline Project: activities that would be implemented in the absence of climate 

change, or Business-as-Usual (BAU.)

 Adaptation Scenario:  the additional measures needed to build adaptive capacity, 
increase resilience to climate change and reduce vulnerability.  



BASELINE PROJECT
 Baseline Project:  activities that would be 

implemented in the absence of climate 
change. 

 The costs of the baseline activities are 
expected to be covered by normal 
development expenditures such as 
government budgets, bilateral aid, the 
private sector, NGO resources, and loans 
from international financial institutions, 
including IDA.  

 In the context of adaptation, the costs of 
baseline activities are existing 
development funding (a.k.a., Business-
as-Usual or BAU)



ADDITIONAL COST- LDCF EXAMPLE



COMPARISON OF INCREMENTAL AND 
ADDITIONAL COSTS

Issue(s) to 

address

Grant 

justification

Costs Approach Cofinancing Issue(s) to 

address

GEF TF Global 

Environmental 

problems, 

threats, barriers

Through GEB ICs Incremental 

reasoning 

above BAU

Negotiated GEF TF

LDCF Climate change 

(global 

environmental) 

impacts

Through adapt 

benefit

ACs Additional 

reasoning 

above BAU

Existing 

development 

financing; 

sliding scale

option

LDCF

SCCF Climate change 

(global 

environmental)

Impacts

Through adapt 

benefit

ACs Additional 

reasoning 

above BAU 

Existing 

development 

financing; 

sliding scale

option

SCCF
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