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INTERNATIONAL CLINVMIATE

FINANCE

November 2010, Cancun

Current funding directed toward developing countries for climate change and the proposal of the
Copenhagen Accord is insignificant. In addition to Official Development Assistance and from public sour-
ces, developed countries must commit to a new annual funding of at least 6% of GDP to tackle climate

change in developing countries.

Key messages

* Hundreds of billions in
climate finance are needed
every year. The less we do
now, the more it will cost
later

Developed countries are
historically responsible for
causing the climate crisis
and are obligated to pro-
vide climate finance from
public sources in the form
of grants

Innovative sources of funds
— like financial transaction
taxes and special drawing
rights — could deliver the
scale of funds that is nec-
essary

¢ Funding should be gov-
erned, managed, and dis-
bursed through a Global
Climate Fund under the
authority of the UN
Framework Convention on
Climate Change. This fund
must be established in
Cancun

People’s Agreement, April 2010, Cochabamba

International climate finance is the transfer of funds from the North to the
South to help enable developing countries to deal with the impacts of
climate change, shift to equitable and sustainable development path-
ways, and embark on clean energy development paths.

In keeping with the “polluter pays” principle and the recognition of the
North’s historical responsibility for causing the climate crisis and corre-
sponding obligations to address it, developed countries responsible for
the climate crisis must provide climate finance. These committments to
the South must be through public funds, and not in the form of loans or

private investments.

The provision of climate finance can be seen as part of reparations for
the climate debt that the North owes to the South. It is also a legal obliga-
tion under the United Nations Framework Convention on Climate

Change (UNFCCC).

How much is needed?

Hundreds of billions every year, and
more if rich countries don’t start to
take their mitigation and finance obli-
gations seriously. For example, the UN
Department of Economic and Social
Affairs’ 2009 UN World Economic and
Social Survey estimated that $500-
$600 billion annually in public funds is
needed for adaptation and mitigation
in developing countries. Though esti-
mates vary, the bottom line is the less
we do now, the more it will cost later.

The Copenhagen Accord - a political
document championed by the United
States and agreed to by some countries
in Copenhagen in December 2009 -
stated that “developed countries com-
mit to a goal of mobilizing jointly US
$100 billion dollars a year by 2020 to
address the needs of developing count-
ries.” But $100 billion is an arbitrary,
political figure that is based neither on
need nor on equity. Magnitudes more
have been spent to bail out Wall Street
and to pay for wars every year.

Moreover, funds should come from
public sources and be in the form of

grants, not loans. Dealing with a clima-
te crisis not of their making must not
add to the debt burden of countries of
the South. Furthermore, climate fi-
nance must not be subject to the
whims of markets and investors. Adap-
tation in particular is not an area that
is likely to turn a profit for the private
sector, and truly renewable energy is
often at a market disadvantage.

How much has been made
available so far?

In Copenhagen, developed countries
pledged to provide just US $30 billion
in climate finance between 2010 and
2012. But, to date, they are nowhere
near fulfilling that pledge, an ominous
sign for future financing. Though all
funds are supposed to be additional to
any monies pledged prior to the 2009
Copenhagen summit, as of September
2010, only $5.2 billion (17%) was new
according to an analysis by the World
Development Movement. Moreover,
only $3.9 billion (13%) had actually
been delivered, and a significant pro-
portion of the funding has come in the
form of loans.!
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How can rich countries come
up with the needed money?

In these times of economic recession, inno-
vative sources of funds are needed in addi-
tion to the appropriations of money from
national treasuries. There are a number of
promising sources of finance that could
deliver the scale of funds necessary, espe-
cially in combination. They include:

« Financial transaction taxes - tiny levies
on financial market transactions invol-
ving stocks, bonds, foreign exchange and
derivatives;

Key issues for

negotiations

* A Clobal Climate Fund under
the authority of the UNFCCC
that is designed within the
Convention must be estab-
lished in Cancun.

®* The World Bank must have no
role in the Global Climate
Fund.

* Developed countries must
provide climate finance from
grant-based, public sources,
in line with what need and
equity demand.

* Developed countries must
begin to generate funds from
a combination of innovative
sources of finance, including
financial transaction taxes and
special drawing rights, in ad-
dition to funds from national
treasuries.

* The payment of climate fi-
nance must address devel-
oped countries’ climate debts.
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« Special drawing rights - reserve
assets created by the International
Monetary Fund that countries can
exchange for hard currency;

« Shifting fossil fuel subsidies - sa-
vings from ending fossil fuel subsi-
dies in developed countries that are
directed toward climate finance in
developing countries;

« Solidarity air passenger ticket levy
-a levy on individual air tickets to
raise money. One proposal calls for
alevy of $6 on economy-class tick-
ets and $62 on first-class tickets;
and

« Revenue from a carbon tax in deve-
loped countries directed toward
climate finance in developing co-
untries.

How should international
climate finance be deliv-
ered?

At least as important as revenue ge-
neration is ensuring that funds are
delivered though an equitable, effec-
tive mechanism. Funding should be
governed, managed, and disbursed
through a Global Climate Fund (GCF)
under the authority of the United Na-
tions Framework Convention on Cli-
mate Change (UNFCCC). There is near
consensus at the UN climate talks that
a Global Climate Fund should be es-
tablished in Cancun, but political ob-
stacles remain. In particular, the US is
threatening to block the estab-
lishment of the GCF until it extracts
new, unreasonable concessions from
developing countries related to miti-
gation.

To ensure both effectiveness and poli-
tical acceptability to developed and
developing countries, it is critical that
the Global Climate Fund be designed
within the UNFCCC in an inclusive
process led by experts in the UNFCCC,

climate, development, and other rele-
vant areas (as opposed to the US pro-
posal that finance ministers lead the
process). It is also critical that the GCF
be governed equitably -- with majori-
ty developing country representation
and substantial participation by civil
society, including affected communi-
ties.

No role for the World
Bank

The World Bank and other multilate-
ral development banks should have
no role in the Global Climate Fund.
The World Bank is far more experien-
ced at causing climate change than in
preventing it. In fact, 2010 was a re-
cord-breaking year for coal at the
World Bank, with $4.4 billion in coal
funding, representing a 356 percent
increase over 20092 The World Bank
has a poor record when it comes to
democratic governance, social justice,
and environmental integrity.

The Global Climate Fund must allow
developing countries to directly ac-
cess funds without requiring that they
go through multilateral implementing
agencies like the World Bank.

The UNFCCC’s Adaptation Fund is the
first multilateral climate fund that
allows direct access for developing
countries. As developing countries
are the most impacted by climate
change and least responsible for cau-
sing it, the Adaptation Fund board has
a slight majority of developing count-
ries. Because of its provision of direct
access and its governance structure,
the Adaptation Fund provides a good
model for the Global Climate Fund.
Moreover, it deserves far greater
support from developed countries;
less than 1 percent of fast start fun-
ding committed thus far has been
directed toward the Adaptation Fund.

1 Mark “A long way to go - An update on the state of fast start climate finance,” World Development Move-
ment, September 2010, http://www.wdm.org.uk/sites/default/files/alongwaytogo.pdf.

2 World Bank Group Energy Sector Financing Update,” prepared by Heike Mainhardt-Gibbs for the Bank

Information Center, November 2010. www.bicusa.org.
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