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1. [bookmark: _Toc170383119]
Introduction
[bookmark: _Toc170383120]1.1 Final Paris Alignment (PA) Narrative 
This operation has been analyzed using the Joint MDB Assessment Framework for Paris Alignment and the IDB Group PAIA (GN-3142-1); it has been determined: i.) aligned to the adaptation goal of the Paris Agreement (PA); and ii.) universally aligned to the mitigation goal of the PA.
[bookmark: _Toc170383122]1.3 Final estimate of climate finance and green finance 
Total finance in this operation is US$100 M. IDB resources account for US$100 M. Based on the elements considered in this Annex, climate finance amounts to $8,333,333, corresponding to 8.33% of the resources provided by the IDB to finance the operation, all considered climate adaptation finance. This assessment is based on the only policy trigger addressing climate change adaptation “2.3.2. MPEA [The Ministry of People Empowerment and Elder Affairs] approves the Disaster Social Relief Plan for 2024-2025 that is responsive to emergencies including key programs, roles and responsibilities, and budget regarding adaptive measures in preparation for emergency scenarios posed by climate change-induced disasters”. This plan is key in the resilience strategy for Barbados as it builds the framework for delivering adaptive capacity and the promotion of citizen engagement in programmes and strategies. 
[bookmark: _Toc170383123]Climate Change Adaptation
0. [bookmark: _Toc170383124]National/subnational climate adaptation priorities and climate change impacts relevant to operation 
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Description automatically generated]The island of Barbados is located in the Lesser Antilles of the West Indies. The island covers an area of 430 square kilometers and has a predominantly flat terrain with a hilly interior. The climate features a wet season from June to November and a dry season from December to May, with a historical mean annual temperature of 26°C and mean annual precipitation of approximately 2067.8 mm. The island faces significant threats from climate change, including increased temperature (projections for 2040 to 2059 suggest a temperature increase of 1.3°C[footnoteRef:2]), sea level rise, intensified storms, changing weather patterns (notably changes in the amount and seasonality of rainfall; projections for 2040 to 2059 suggest a decrease in annual precipitation by about 47.8 mm1) and geological hazards such as earthquakes and landslides, which could severely impact its environment and infrastructure.  [2:  USAID (2021). Barbados Resilience Profile.] 

Barbados is located along the hurricane belt where most transatlantic hurricanes pass, which makes Barbados vulnerable to all the major impacts associated with them, including storm surge and flooding. The island experiences flooding caused not only by tropical storms/hurricanes but also by extreme rainfall during the rainy season. The country’s low-lying coastal zone also makes it vulnerable to sea level rise and storm surge. Poor drainage and inadequate storm water infrastructure in many areas result in common flash floods. Intense rainfall and wave action in coastal areas also results in small-scale landslides, particularly in the Scotland District. These landslides result in adverse impacts to agriculture, transportation, and housing infrastructure. Coastal activities are threatened by sargassum seaweed. Barbados is also particularly vulnerable to hydrological drought because the country has limited above and below ground water storage capacity. 
Small Island Developing States (SIDS), such as Barbados, face the consequences of climate change with a very limited quantity of economic, social and natural resources. Due to their small size, limited population and resource base, SIDS are in a position of vulnerability when it comes to the impacts on their environment, economy and society. Consequently, Barbados considers climate change to be a significant threat to its growth and prosperity. When vulnerability is examined as an aggregate function of demographic and socio-economic inputs, this country is among those Caribbean nations most vulnerable to climate change.[footnoteRef:3] [3:  Stennett-Brown (2019). Caribbean climate change vulnerability: Lessons from an aggregate index approach. Figure 8.] 

In pursuit of climate-resilient development, the Government of Barbados (GoB) ensures alignment between its implementation policies concerning the Sendai Framework on Disaster Risk Reduction, the 2030 SDGs and climate action under the Paris Agreement. Barbados has operationalized the priority adaptation strategies identified in the Second National Communication. The 2021 Physical Development Plan and the Roofs to Reefs Programme (R2RP) now provide the relevant framework for Barbados to achieve its resilience goal by 2030. Furthermore, the Updated NDC of 2021 namely states the following policies under the Disaster Risk Reduction sector[footnoteRef:4]: [4:  Government of Barbados (2021). Barbados 2021 Update of The First Nationally Determined Contribution] 

· Cabinet approval of the Barbados Comprehensive Disaster Management Country Work Program 2019-2023. This includes the financial protection mechanism for contingent liabilities from natural hazard-induced disaster shocks; system of annual stress testing of insurance firms of their capacity to absorb natural and man-made disasters and development of the appropriate measures to address identified weaknesses.
· National Coastal Risk Information Planning Platform (NCRIPP) for use by the Coastal Zone Management Unit (CZMU) for assessing coastal development applications.
In the context of this operation, it is important to underline that the Ministry of People Empowerment and Elder Affairs (MPEA) inefficiency is magnified due to the country’s exposure to climate change and emergencies. Households are susceptible to shocks that severely impact their normal patterns of life, increasing the need for Non-Contributory Social Protection (NCSP). Recently, demand for NCSP increased following natural disasters and the pandemic. For example, in 2021, Hurricane Elsa damaged 1,000 houses, and people waited on average 5 days to get a temporary accommodation. Households that are marginally not poor have been the worst affected by shocks since they are out of reach of existing programs. While reactive policy adjustments and disaster relief for emergencies have advanced, a comprehensive strategy for anticipatory and coordinated response among stakeholders has yet to be introduced. Not using digital payments adds to delays in this and other programs, yet implementing digital finance effectively requires listening and responding to recipients’ preferences and needs. 
The design of this PBP benefits from IDB’s past two decades designing, implementing and evaluating cash transfer programs in LAC, even during the response to the COVID-19 crisis. This experience showed that the use of technology and better organizational structure improves the efficiency and effectiveness of social safety nets and NCSP. Research by the IDB has also been leveraging these factors for the creation of shock responsive social protection systems that support the vulnerable population against the effects of climate change (funded through ATN/AC-18441-RG, ATN/MD-18440-RG, ATN/OC-18439-RG).  
The reforms supported by the PBP are the continuation of the support to climate change adaptation in Barbados through the Program to Strengthen Social Services in Barbados (BA-L1060), Contingent loan for natural disasters emergency (BA-O0004) and analytical work accumulated by the IDB in recent years on shock-responsive social protection systems. This knowledge and lessons learned stress the need for robust social protection mechanisms in line with the constant preparations for potential adverse events and enhance the resilience of households effected by climate change related disasters by offering various solutions and capabilities (ES-L1159). The design of the PBP also complements the Contingent loan (BA-O0004) by approving an updated Disaster Social Relief Plan detailing steps, roles and responsibilities for preparedness, response and recovery as part of condition 2.3.1. In addition, there is multiple evidence showing that although disasters pose a considerable threat to people and their communities, preparedness can prevent loses caused by disasters. This preparation needs to consider groups more vulnerable to disasters, including older persons, PwD, women and children. This evidence is in line with MPEA efforts to improve its disaster response. The Bank has gained experience in this area by using advanced models to identify areas and populations most at risk of being affected by natural disasters and developing governance models for shock responsive social protection systems (ES-L1159).
0. [bookmark: _Toc170383125]Alignment to adaptation and resilience goal of the PA

	Criterion 1 National adaptation policies. Is the reform program envisaged under this operation potentially inconsistent with of the country’s/region´s priorities on climate adaptation as reflected in its NDC, NAP, LTS and other climate strategies? 
	☐YES 
	☒NO (continue to C2)

	
	Rationale: Adaptation is a key priority for Barbados and this operation is fully aligned with this objective. This operation seeks to increase the social resilience of the population following disasters, and to further enhance its capacities to develop forecast based adaptation. The country does not have a NAP but the operation is fully aligned to the NDC measures mentioned above.




	Criterion 2 Risk from physical climate impacts: Is the achievement of the development objective supported by the operation at significant risk from current or future physical climate change effects?
	☐YES 
	☒NO 


	
	
	



	Criterion 2b: Can the exposure of the PBL reform program to significant risks from current or future climate change effects be managed and mitigated?
	☐YES 
	☐NO 
	☒N/A

	
	 



	Criterion 3a Exacerbation of physical climate risks: Will the operation significantly exacerbate physical climate change risks in the country or sector in an attributable manner?
	☐YES 
	☒NO 


	
	
	



	Criterion 3b: Can the adverse effect be managed and mitigated given sector and country context?
	☐YES 
	☐NO 
	☒N/A

	
	



[bookmark: _Toc170383126]2.3 Conclusion of alignment to the adaptation goal of the PA 

Alignment to the adaptation objective of the PA: This operation is considered aligned to the adaptation goal of the PA. The country does not have a NAP but the operation is coherent with the NDCs priority in disaster risk reduction relevant to the operation. Further, building a resilient social protection system in a highly vulnerable country such as Barbados is crucial, especially as impacts of the climate crisis are increasing. The Government of Barbados is reforming its system and assessing new and innovative options.      
[bookmark: _Toc170383128]Climate Change Mitigation
[bookmark: _Toc170383129][bookmark: FV][bookmark: _Ref101118188][bookmark: Contexto]3.1 National/subnational mitigation goals relevant to operation 
In its NDC, Barbados has set the aspirational goal to achieve a fossil fuel-free economy and to reduce GHG emissions across all sectors to as close to zero as possible by 2030, combined with the significantly enhanced resilience of its people and economy.
Barbados does not have an LTS but this operation is aligned to the country’s Roofs to Reefs Programme (R2RP) which provides some objectives related to mitigation alongside the relevant framework to achieve its resilience goal by 2030 . 

The R2RP operationalizes the PDP and provides the vehicle through which public investment will be directed. Its objectives related to mitigation include:
· to increase freshwater storage capacity and water use efficiency and reduce emissions through the deployment of distributed renewable energy generation; 
· to decrease land-based sources of marine pollution through more sustainable land use practices; and
· to restore vulnerable coral reef ecosystems [carbon sinks], particularly on the west and south coasts of the island.


	Criterion 0. National mitigation policies. Is the reform program contained in this operation potentially inconsistent with the country's climate commitments as reflected in the NDC, LTS or other country climate strategy at the national level?
	  ☐ Yes
	  ☒ NO 

	
	Barbados does not have any specific mitigation targets under its social activities nor references to investment strategies under the NDC. Regardless, a precautionary strategy is recommended and the Government of Barbados advised to assess the investments being done through the NIS to avoid any financing of nonaligned investments. 

The Bank financed the development of a road map to incorporate ESG criteria into their investment policy. They have received the consultancy products and are reviewing and commenting on them. 




[bookmark: _Toc170383130]3.2 Alignment to mitigation goal of the PA 
Criterion 1: Classification of activities per the lists 
	 Criterion 1a: Does the operation support actions that can be considered ‘universally aligned‘  to the mitigation goals of the PA?)  	
	verifying that any activity considered universally aligned does not directly depend on fossil fuels, subsidies on fossil fuels, or exploitation of fossil fuels for its economic viability, nor promote the expansion into high carbon stock areas.

	☒YES
	☐NO

	The operation includes the following policy actions that are on the list of universally aligned activities according to the joint MDB methodology:
· In component 1, policy action 1.1.2 The Government ensures and maintains an economic framework consistent with the objectives set forth in the Policy Matrix and the sector Policy Letter under the category of 
· SERVICES. Public administration and compulsory social security. This also includes services such as labor intermediation and skills development ( that do not increase dependency in fossil fuels nor in any other activities that require a specific assessment).
· In component 2, policy actions 2.1.2 The Government of Barbados implements the following measures: i. The transfer of NIS staff to the NISSS.. ii. Approval by the NI Board of a roadmap for the digital transformation of NIS, 2.2.1 Implementing i. Approval by Cabinet of the new unified structure in charge of social services and ii. Implementation of the MIS in all departments of MPEA, and 2.3.2 MPEA approves the National Action Plan for disaster relief for 2024-2025 that is responsive to emergencies including key programs, roles and responsibilities, and budget regarding adaptive measures in preparation for emergency scenarios posed by climate change-induced disasters, all under the category of 
· SERVICES. Public administration and compulsory social security. This also includes services such as labor intermediation and skills development (that do not increase dependency in fossil fuels nor in any other activities that require a specific assessment).
· In component 3, policy actions 3.1.2 The Government of Barbados submits a proposal for legislation to improve the involvement of fathers on care for new born children (paternity or parental leave) to Cabinet, 3.2.2. Approval by Cabinet of the 2023-2028 National Policy on Ageing, 3.3.2. The Government submits to Parliament the legislation supporting the 2023-2030 National Policy for Improving the Lives of People with Disabilities and 3.4.2. The Government of Barbados publishes an evaluation report on the progress of the One Family Program and ensures budget, all under the category 
· SERVICES. Public administration and compulsory social security. This also includes services such as labor intermediation and skills development (that does not increase dependency in fossil fuels nor in any other activities that require a specific assessment) and 
· SERVICES. Human health, social work and education activities (non-infrastructure/buildings).
· In component 4, policy actions 4.1.2.i. MLSP issues regulation implementing additional parametric reforms (related to the increase in retirement age and period of contribution) to promote the financial sustainability of the general pension scheme ii. Approval by Cabinet of new regulation that offer more flexibility to self-employed contributions to the NIS, 4.2.2. The Government prepares a detailed project plan of the Digitalization Process to improve the management of the UF Platform (it is noted that this project plan does not entail the expansion of data center capacity in the country)  and 4.3.2.i. The NIS Board considers a revised Investment Policy Statement, all under the category 
· SERVICES. Public administration and compulsory social security. This also includes services such as labor intermediation and skills development (that does not increase dependency in fossil fuels nor in any other activities that require a specific assessment) and
· TECHNOLOGY. Information & communication (excluding data centers).

Regarding policy actions 4.1.2.i parametric reforms to promote the financial sustainability of the general pension scheme and 4.3.2.i regarding the NIS revised Investment Policy Statement it is clarified that these policy actions do not refer to fossil fuel investments. Moreover, we note that the IDB is financing the development of a road map to incorporate ESG criteria into the NIS investment policy. 




	Criterion 1b: Does the PBL reform program support activities that contradict mitigation goals of the Paris Agreement (i.e., ‘universally non-aligned activities’)? (Exploitation or generation from carbon or peat)
	☐YES 
	☒NO 

	
	No exploitation nor generation from carbon or peat are financed, directly or indirectly.



	Criterion 1c: Do any of the policy actions in this operation require a specific assessment to validate its alignment with the mitigation goal of the PA?
	☐YES 
	☒NO 

	
	The policy actions in this operation do not promote investments in the hydrocarbon sector. 



Criterion 2: Specific assessment of barriers to transition 
	Criterion 2a: Does the reform program introduce persistent barriers to use/ transition to lower-carbon means to achieve development objectives (i.e., there is a significant carbon lock-in risk)?
	☐YES 
	☐NO 
	☒N/A

	
	



	Criterion 2b: Are risks/barriers identified being managed and mitigated?
	☐YES 
	☐NO 
	☒N/A

	
	



[bookmark: _Toc170383131]3.3 Conclusion of alignment with the mitigation goal of the PA
Alignment with the mitigation objective of the Paris Agreement: 
The operation is considered universally aligned to the Paris Agreement mitigation goal. It finances universally aligned activities under the following categories: SERVICES. Public administration and compulsory social security. This also includes services such as labor intermediation and skills development (that do not increase dependency in fossil fuels nor in any other activities that require a specific assessment), SERVICES. Human health, social work and education activities (non-infrastructure/buildings) and TECHNOLOGY. Information & communication (excluding data centers). 




[bookmark: _Toc170383132][bookmark: FC]Climate finance  
[bookmark: _Toc170383133]4.1 Climate Finance calculations
The total financing in this operation is US$100 M. IDB resources account for US$100 M. Based on the elements considered in this Annex, climate finance amounts to $8,333,333, as only 1 policy trigger of the 12 would enable a climate adaptation finance dimension.  This corresponds to 8.33% of the resources provided by the IDB to finance the operation. The full policy matrix and breakdown can be found below.
[bookmark: _Hlk177997733]Policy Matrix
Objective: The general objective is to strengthen the effectiveness and efficiency of social policies and sustainability of social security in Barbados. The specific objectives are to: (i) improve the administrative efficiency of contributory and non-contributory social protection; (ii) strengthen the institutional and normative framework to improve coverage and quality of policies to promote gender equality, inclusion of PwD, and the protection of vulnerable groups; and (iii) strengthen the long run sustainability of social security. 
	[bookmark: _Hlk515465322]Components/
Policy Objectives
	Triggers for
Programmatic Loan II
	State of Fulfilment, Conditions for
Programmatic Loan II
	Climate Finance

	Component 1: Macroeconomic stability

	Ensure the maintenance of a macroeconomic context consistent with program objectives as set forth in the Policy Matrix and the sector Policy Letter.
	1.1.2. The Government of Barbados ensures and maintains an economic framework consistent with the objectives set forth in the Policy Matrix and the sector Policy Letter.
	Not completed
	N/A

	Component 2: Improve the administrative efficiency of contributory and non-contributory social protection

	[bookmark: _Hlk178590279]Support improvements in the administrative efficiency of the NIS.
	2.1.2. The Government of Barbados implements the following measures:
i. The transfer of NIS staff to the NISSS. The NISSS administers public service employees’ pensions.
	2.1.2. Completed and awaiting formal submission of MoV (expected Q4, 2024)
	Policy condition 1
No Climate Finance

	
	ii. Approval by the NISSS Board of a roadmap for the digital transformation of NISSS, which includes the organizational chart for a unit dedicated to the implementation of the DT of the NISSS.
	
	Policy condition 2
No Climate Finance

	Enhance the capacities of the MPEA and foster a more robust ability for the ministry to provide decentralized services.
	[bookmark: _Hlk178590453]2.2.2. The Government of Barbados implements the following measures: 
i. Approval by Cabinet of the new organizational structure in charge of amalgamated social services.





ii. Implementation of the MIS in all departments of MPEA meant to be amalgamated as described in the roadmap approved by the MPEA.
	Cabinet approved the amalgamation early in the year (Feb 29th 2024), with plans that this to be launched in late 2024. The MPEA is taking a paper to cabinet about this change and timeline. MoV to be sent after formal submission (expected: Q4, 2024).  
In progress, should be completed with Amalgamation in October, might need to change language to include client facing departments. 
Pilot is going to be in October, with the Child Care board to be the one department that might have some difficulties. Aiming to a December report with data from November. Training for Welfare is starting this week (Sep 2024). Child Care is scheduled to mid October when the module will be completed, training to start in November.  (expected: Q1, 2025). 
	Policy condition 3
No Climate Finance

	
	2.3.2. MPEA approves the Disaster Social Relief Plan for 2024-2025 that is responsive to emergencies including key programs, roles and responsibilities, and budget regarding adaptive measures in preparation for emergency scenarios posed by climate change-induced disasters.
	Meetings to update the plan has been prepared; deadline is Hurricane season in June, should include the recent Beryl Hurricane
Adjustment for the budget to be received in October, new paper would include the Beryl actions. 
MoV
2024-2025 Disaster Social Relief Plan outlining the key programs, roles and responsibilities, and budget approved by the ministry of People Empowerment and Elder Affairs.
	Policy condition 4
100% Adaptation Climate Finance 

This policy is key in the resilience strategy for Barbados as it builds the framework for delivering adaptive capacity (including the consideration of climate change considerations in the design and construction of shelters, the readiness of the DSR Centres, updated list for Vulnerable Persons List, updated register of temporary housing, register of available social workers for ease of deployment and DRM training for households, social workers and NGOs) as well as engage every citizen in advancing the notion of resilience and pursuing strategies and programmes that benefit all. 
Updating this document allows the country to align to the most recent disasters and address limitations.

	Component 3: Strengthen the institutional and normative framework to improve coverage and quality of policies to promote gender equality, inclusion of PwD, and the protection of vulnerable groups

	Support reforms and policies to enhance gender equality in the care of newborn children.
	3.1.2. The Government of Barbados submits a proposal for paternity leave legislation to Cabinet.
	In process – Edited report to be sent to MLSP at the end of September 2024. 
	Policy condition 5
No Climate Finance

	Contribute to improving the lives of older persons, persons with disabilities (PwD), and extremely poor families.
	3.2.2. Approval by Cabinet of the 2023-2028 National Policy on Ageing.  
	Completed, final means of verification to be sent (expected Q4 2024)
Draft was approved in Sept 2023, and got the approval from Cabinet to lay the policy in parliament early this year. 
That means that the policy would be debated in parliament.
	Policy condition 6
No Climate Finance, the new policy does not consider Climate Change as a threat to the elderly.

	
	[bookmark: _Hlk178590660]3.3.2. The Government of Barbados submits to Parliament the legislation supporting the 2023-2030 National Policy for Improving the Lives of PwD.
	Completed, final means of verification to be sent
Draft legislation in progress and should be presented to parliament by the end of the year. 
Still need to have some consultations and coordination and public consultation. 
Sample paper to be shared by PEU
MoV
Parliament order paper including the debate of the 2023-2030 National Policy for Improving the Lives of PwD.
	Policy condition 7
No Climate Finance

	
	3.4.2. The Government of Barbados publishes an executive summary of the evaluation report on the progress of the One Family Program and ensures budget allocation by MPEA in the 2024-2025 budget to continue the implementation of the One Family Program. 
	The program’s budget is available, with an M&E person to be onboarded soon to create the report. Executive summary should be good for publication. Report should be available in January 2025. 
Due to sensitivity the full report would be shared with the bank but only the executive report would be published. 
MoV expected in January 2025. 
	Policy condition 8
No Climate Finance

	Component 4: Strengthen the long run sustainability of social security 

	Support the long-term sustainability of the SS system of both public and private sector employees through parametric reforms.
	[bookmark: _Hlk178590739]4.1.2.i. MLSP issues regulation implementing additional parametric reforms to promote the financial sustainability of the general pension scheme.
	
In progress: 
	Policy condition 9
No Climate Finance

	
	ii.  Approval by Cabinet of new regulation that offer more flexibility of the contributions made by self-employed to the NISSS.
	Act 1st December 2023 makes law the parametric reform. NISSS draft regulations – NI Board approves – MLSP approves – Minister creates regulations (October 1st, 2024 – Regulations will be in place).
Meeting 22nd July: 
Several of parametric reforms are included in the Act 30th November 2023. 
However, other changes that must be done through regulations: NISSS prepared the drafting instructions for the regulations, and MLSP is reviewing these drafts and they will be sent by NISSS. As of today, these regulations will be in place in October 2024. 
	Policy condition 10 
No Climate Finance

	Improve the sustainability of the Unemployment Fund (UF).
	4.2.2. The Government of Barbados: 
i. Prepares a detailed project plan of the Digitalization Process to improve the management of the UF Platform.
	In progress: IDB is working with NISSS to finalize the project plan, projected to be finalized by end of the year. 
	Policy condition 11
No Climate finance

	Strengthen the governance of the NIS investment policy.
	4.3.2.i. The NISSS Board considers a revised Investment Policy Statement 
	Investment Policy Review was sent to the NISSS Board agenda of July 29th. NISSS will share MoV showing that the NI Board has considered a revised IPS.
	Policy condition 12
No Climate finance 



* 	This information is merely indicative as of the date of this document. As set forth in document CS-3633-2 (Policy-based Loans: Guidelines for Preparation and Implementation), compliance with any specified disbursement condition, including the maintenance of an appropriate macroeconomic policy framework, will be verified by the Bank when the Borrower makes the corresponding disbursement request and will be reflected in a timely manner in the Disbursement Eligibility Memorandum.  
Table of Calculation
	COMPONENTS
	Amount (USD)
	CF Amount (USD)
	ASSUMPTIONS

	Policy condition 4
	USD $8,333,333
	USD $8,333,333
	100% Climate Finance Adaptation 

	TOTAL
	USD $100,000,000
	USD $8,333,333
	

	Climate Finance Percentage
	8.33%
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