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The Philippines Country Climate Development Report

The Philippines Country
Climate Development
Report (CCDR)

 Comprehensively analyzes how
climate change will affect the
country's ability to meet its
development goals

* Helps identify opportunities for
climate action by both the public and
private sectors
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The Philippines CCDR: Approach

Deep dive selection based on:

Sectoral deep dives

Agriculture:
= Most vulnerable to CC
= Temperature/rainfall affect productivity
= Direct damage from typhoons and
floods
= AlImost 25% of employment

Water:
= Most CC impacts act through water
= Changes in water flows and quality
affect irrigation, industry, domestic
uses
= Entire population depends on water
services

Energy:

= Main source of emissions

= Must grow to meet increasing demand
= Energy use affects competitiveness

Transport:
= Largest fossil fuel user
= Demand growing very rapidly
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* Impact of CC

* Where people are hardest hit

Cross-cutting questions
Social issues/Human capital
Who is affected?

How severely?

Are they able to respond?
What obstacles do they face?

Private sector

Are climate investments in their
interest?

What obstacles do they face in
adopting them?

Financing needs, skills needs

Agriculture

Water

Urban

Institutions

Who is responsible?

Do they have the necessa ry
capabilities and resources?

Spatial dimension

Transport

™~

Energy

Urban areas:
= ~ 50% of population,

growing
= Floods, water availability
= Air pollution co-benefits




Main messages Y

* Climate change poses major risks for P
development in the Philippines; Policy inaction
would impose substantial economic and human
costs, especially for the poor.

The Philippines has many options to address
climate change, which could significantly its
Impact; these options are feasible and their cost
IS modest; the private sector must play a large
role in climate action, so it's important that the
right incentives be in place
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Climate change will accelerate

Temperature (°C) Precipitation (mm)
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- Actual 1995-2014 = SSP1-1.9 - SSP1-2.6 = SSP2-4.5 = SSP3-7.0 - SSP5-8.5
» Temperatures have already risen by = Average rainfall will not change
+0.68C (1951-2015) much, but rainfall will become
= Temperatures will rise an additional 1- more intense and more erratic

3C, depending on the scenario
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Climate change will affect the poor and women |
disproportionately d". .

Poverty Incidence
High Medium Low

Areas of high poverty
often correlate with
areas at high risk from
climate change
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Flood risk Drought risk
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Adaptation is a priority
of the Philippines

* Reducing the risk and damage
from extreme events

* Addressing slow-onset events
like higher temperatures and
sea level rise.
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The Philippines has already taken action on climate chang“é,,

Moratorium on endorsing =~

Philippine Disaster Risk Reduction \ new. greenfield coal-
and Management Act (PDRRMA) Climate budgeting fired power plants
National Framework Strategy on Supplemental Guidelines in YA Sustainability Reporting
Climate Change (NFSCC) Mainstreaming Climate ' . Guidelines for Publicly
National REDD Strategy Change and Disaster Philippine Development Adoption of CCAM-DRR' Listed Companies
Renewable Energy National Climate Change Action Plan Risks in Comprehensive Plan (PDP) 2017-2022 Cabinet Cluster . _“Sustainable Finance
Act (REA) (NCCAP) Land Use Plans Green Jobs Act (GJA) Roadmap . . Framework
I I I I I NN N
2008 > 2009 52010 > 201l > 2012 > 2013 > 2014 > 2015 > 2016 2017 2018 ) 2019 2 2020 m
Climate Change Act (CCA) President’s Social Compact Nationally Determined Cabinet Cluster on Energy Efficiency and Revised-NDC
Philippine Strategy on Key Result 5: Climate Contribution (NDC) Adaptation and Mitigation Conservation Act Endorsement of COP21
Climate Change Change Adaptation and Philippine Green and Disaster Risk (EECA) Global Coal to Clean Power
Adaptation (PSCCA) Mitigation Building Code Reduction (CCAM-DRR) Transition Statement
Cabinet Cluster on Adaptation Corporate Recovery and Tax
and Mitigation (CCAM) Incentives for Enterprises
Act (CREATE)

Sustainable Finance
Roadmap and Sustainable
Finance Guiding Principles

Nationally Determined Contribution (NDC):

= 7b percent reduction (2,505 MtCO2e) in cumulative emissions 2020-30, relative to
projected BAU emissions of 3,340 MtCO2e (2.71% unconditional, 72.29% conditional)
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The Philippines has already taken action on climate change

— However:

= Responsibilities and authority over climate action is often dispersed and
duplicative

=  Many policies have been only partially implemented

= Local Government Units (LGUs) are increasingly responsible for climate action,
but often lack the capacity and resources to do so effectively
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CCDR Deep Dives

Water
Agriculture
Energy
Transport

Urban areas
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The impact of climate change on water users will vary

I SIgnlflcantIy across the cou ntry Areas with current |rr|gat|on water
deficit (~25% irrigated area) or

small surplus (~15% irrigated area)

Northwest Luzon

Cagayan

emtralsguthern Luzon

Bicol

Surface water use Groundwater use

Palawan
M Irrigation Irrigation
P -N : i 1 i
SUANERFO5 Domestic/municipal Domestic/municipal

Cebu-Bohol-Leyte
Samar

Commercial/industrial  Commercial/industrial
M Recreational

xamboanga

Central Mindapao

I 0 150 200 250 300 350 400 450 500 550 600
Consumptive water use ec)

Irrigation water use
<20% available flow
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I Agriculture is a significant source of emissions

m Livestock and manure Other |

70 m Rice cultivation
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= About a quarter of Philippines GHG emissions (~65 MtCO.e)

=  Mostly from irrigated rice and livestock production

= Limited growth
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The productivity of many crops will decline

(% of current yield)

¥ | J— Luzon Visayas \®Mindanao mAverage

Projected yield decline 2050

Rice Sugarcane Sugarcane Maize

Irrigated Rainfed

Rainfed crops will
be most affected
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Coconut

Banana



higher productivity, higher resilience, lower emlssmns

= But the attractiveness of climate-smart agriculture practices for F|I|p|no farmers varles
BO0, 000 ==

® 400,000 s BN s i s e A

GG oo mmcemecreomne S .o

Financial returns
to farmers
(PHP/ha)

2 CAR and Luzon CAR and Visayas NE Luzon and Visayas &
% Organic rice cultivation Blight resistant white Rice-onion crop rotation Yellow corn-groundnuts 3
- (2 rotations per year) potatoes-green cabbage with early maturing rice rotation with drought- ©
5'—*(; with AWD irrigation- crop rotation; rainwater cultivars resistant yellow corn b
.gﬂ System of Rice harvesting tank for cultivars; introduction of f'§
= Intensification (SRI) irrigation SALT technology =

Emissions
reduction
(MtCO,e/ha)

(6]}
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= Not paying for water creates means farmers have no incentive to use it efficiently
= 1'High fiscal cost to govt (~PHP2 billion/yr)
= Difficult to finance irrigation + storage investments
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Energy transition scenarios

w " Business as usual (BAU): No explicit emissions reduction target.

= The Current Policy Scenario (CPS) represents the Government’s current
ambitions and is aligned with the NDC’s commitment by peaking coal power
generation by 2030.

= Accelerated Decarbonization Scenario (ADS) sets target of 80 percent reduction
in annual CO, emissions by 2040, compared with BAU
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An energy transition toward a renewable-energy dommated
power system will enhance affordability and reduce air pollutlon_j

Business as usual (BAU)

Accelerated
A e e e R e
Decarbonization
DO oo DCBNAMO (ADS) T

2022 2024 2026 2028 2030 2032 2034 2036 2038 2040
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An energy transition toward a renewable-energy dommated

. power system will enhance affordability and reduce air pOI|Utl0II'j:.'_f..fE':'.'fifffﬁ';ﬁ}'
N Levelized cost of electricity Local pollution damage;::costs
I 1.5
I :
= S

g 0.5

I 0.0
2021 BAU CPS ADS 2021 BAU CPS ADS
2040 2040
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Fmissions anc pOIIUtion from transport are increaSing rapidly
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Reducing emissions from transport would generate

u u u u
substantial local benefits from reduced air pollution
i I e e e
wn + w
I 82 ¢ £ _5 B s e sl e SN N s R
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sE5 g2
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Accelerated Scale up mass transit Extend non-motorized Electrify transport Promote inter-regional Promote and support
Decarbonization 12 to 20 new additional transport Electrify 90% of public pagsenger and freight rail telecommuting
program mass transit lines (~13 km 6,180 km of additional transport and 72% of Additional 800 km of Invest in ICT
each) per region, distributed bike lanes along nationz private vehicles by 2050. passenger railway infrastructure to improve
across 2 to 19 cities highways of cities and internet access of ~ 30
5 provincial capitals ‘ million persons
£ *3 = 24— i S U et e B
B2 WD grid i
t5gg 400 High benefitcost ratio \_ I |~ Greatest potential —
v - EQ | enerit-cost ratio .
2053 600 - G DENELL=COSLIAUO L L T
5 €02 but limited potential GHG reductions
SEET =70 E— ut limited potental . O\ \ 200
T 329 .
I 288 010 0 N GHG reductions NN A S
1200 N TN Extent of GHG reductions depends

on use of renewables in the grid
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Urban areas are severely threatened by climate change

= Many areas and large share of the population
is vulnerable to flooding \
I High(>15m)  Medium (0.5-1.5m)  Low (<0.5m)

= 65% of health care facilities are under threat
B Hospital affected by flood

= Communication links can be cut
m== Highway affected by flood
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Economy-wide impacts of Climate Change

An economy-wide analysis is necessary as the repercussions of
climate change extend far beyond individual sectors; a sector-
specific approach would not capture the broader poverty and
development implications

Use a range of macro-economic models
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Climate Change impacts on agriculture propagate throu gh
the economy (1

H Change in Prices Change in Consumer prices
C 20 / 1.4
Corn / —Poorest
60 1.2 —Decile 2
I n / —Decile 3
£ 50 1.0 —Decile 4
% 20 / —Decile 5
o / Rice 0.8 —Decile 6
E 30 / —Decile 7
o / / 0.6 —Decile 8
q\; 20 —Decile 9
= 0.4 —Richest
10
I 0 - 0.2
-10 0.0
2019 2024 2029 2034 2039 2020 2025 2030 2035 20402
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Damages from Climate Change are a threat to the Philippihef""_’. |
J economy \

~  Climate change is likely to reduce GDP substantially, but the range of possible
outcomes is wide

2020 2025 2030 2035 2040
0
4 - &
Mean impact with low
-6 \ sensitivity to typhoons
8 - - Mean impact with high

Range of I

Range of impacts (% of GDP)

= |[ncreasing intensity and frequency of extreme events and productivity losses could lead to economic damages
that amount to 13.6 percent of the country's GDP by 2040, with the worst effects in capital-intensive industries
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Damages from Climate Change are a threat to the Poor

Consumption by poorer households will be most affected by climate change

«— Poorer Income deciles Richer — ._
1 2 3 4 5 6 7 8 9 10 Al

BT T N L B
Change from BAU
(%)
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Damages from Climate Change are a threat to the
B financial sector

= "The financial sector would also be affected: Greater typhoon damage will
increase non-performing loans
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Adaptation actions can reduce the impact of Climate Chang'é‘"‘
# onthe economy (L)

- 2020 2025 2030 2035 2040 2045 2050

__ Low sensitivity
to typhoons

Range of impacts (% of GDP)
(53]

High sensitivity
192 to typhoons

= Adaptation measures in agriculture, infrastructure, and human capital can
reduce the economic losses from climate change by around two-thirds
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Adaptation actions can reduce the impact of Climate Change
§ on the poor

Poverty Economic insecurity A\ Inequality
2030 2040 2030 2040 2030 2040

Change from BAU

= Poverty and economic insecurity would decline faster with adaptation measures
than under BAU, but there would be little change in inequality trends
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Mitigation actions stabilizing emission levels
J Dbring economic benefits

= Mitigation measures could be associated with a positive impact on GDP if Carbon
tax revenues are used for investment: GDP could increase by about 0.5 percent
and generate about 80,000 jobs in 2040 |

Current Policy Scenario (CPS) Accelerated Decarbonization Scenario (ADS)

Poverty Economic insecurity Inequality Poverty Economic insecurity Inequality
2030 2040 2030 2040 2030 2040 2030 2040 2030 2040 2030 2040

Change from BAU
(% points)

Poverty and economic insecurity would fall faster with mitigation measures,
but the effect on inequality would be small
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Financing climate actions

Financing adaptation measures

Public and private investments are
needed to finance adaptation through
climate-resilient infrastructure

On the public side, strengthened budget
tagging, procurement policies such as
green public procurement (GPP), and
layered Disaster Risk Financing strategy
are being pursued by the government

On the private side, issuing ESG bonds
under the recently introduced Sustainable
Finance Framework (SFF) could leverage
private financing for climate actions
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Financing mitigation measures

To be sourced mainly from private sector,
incentivized by government’s existing and
new regulatory technology-push and
demand-pull policies to accelerate
adoption of green technologies

Need to ensure incentives are in place,
including concessional finance supporting
mitigation measures

Setting a moderate price on carbon of up
to USD5/tCO, could signal firms and
individuals to adopt low-carbon
technologies while raising revenues of up
to 0.4 percent of GDP per year
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Responding to climate
change in the Philippines

= Policy inaction would impose
substantial economic and human
costs, especially for the poor

= The Philippines has many feasible
options to respond to climate
change

PHILIPPINE COUNTRY CLIMATE DEVELOPMENT REPORT




Responding to climate change in the Philippines

= The investments required are substantial but not out of reach: they represent a.
relatively small increase over normal investments

25 — S

m Normal productive investments
20 m Adaptation investments |
Accelerated decarbonization (ADS) investments

o

PHP Trillion
(Real 2018 prices)
5

2020 2025 2030 2035 2040 2045 2050

= |n many cases, solutions require scaling up or fully implementing existing responses,
rather than developing new ones from scratch

=  Many climate investments are in the direct interest of individual actors, or can be
made so by appropriate changes in regulatory and fiscal policies

= Many actions do not require investments, such as ensuring that new construction does
not occur in areas at risk of floods, storm surges, or sea level rise
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§ Make sure the incentives are right

= Use price signals

= Remove perverse incentive

= Use environmental taxes to discourage harmful activities

= Provide direct support to climate-smart actions

= Provide clear information on climate change and the benefits of climate action
= Remove obstacles to private sector climate action

= Ensure financing is available

= Remove regulatory obstacles

= Attract climate actions by foreign investors

= Ensure trained workers are available

= Strengthen the financial sector’s ability to contribute to climate action
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Improve the effectiveness of
government actions

= |Improve coordination of climate
actions at all levels of
government

Enhance the capabilities of

Focus on effective

plans and regulations

=

-
LGUs to designh and implement
climate actions
implementation of existing

PHILIPPINE COUNTRY CLIMATE DEVELOPMENT REPORT

| - 7Y

Y

—— < } 1o ' Ao l}'
el N ip’.?m; w7 ot g

4

33



Help people cope with the
effects of climate change and
climate actions

= Scale up existing adaptive social
protection (ASP) programs

= Mitigate the impact of the costs of
climate change on people

=

i

I = (Offset the potential adverse effects
I of climate actions

= Provide training for green jobs

= |mprove the resilience of the
education system

= |mplement climate-sensitive health
policies
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Main Messages

= Take action to avoid worsening the
problem
= Make sure the incentives are right

= Address both extreme and slow-onset
events

Responses to climate change need to
vary across the country

= Target climate actions taking poverty
and vulnerability into consideration

= Use adaptive social protection (ASP) to
help people cope
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DOWNLOAD THE PH CCDR
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