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Financing Clean Energy and Protecting against Climate Impacts in Developing Countries: 

Implications for an International Climate Agreement
Developing countries bear little to no responsibility for causing the climate crisis, but they will be hit hardest by its impacts. The UN Framework Convention on Climate Change (UNFCCC), the framework under which countries are negotiating the international climate agreement intended to be cemented in Copenhagen, has as one of its key tenets the principle of common but differentiated responsibilities. This principle recognizes the historical responsibility of developed countries for causing the climate crisis and the right of developing countries to sustainable development paths. Under the UNFCCC, the U.S. and other developed countries – as the world’s largest historical polluters – are legally obligated to make both deep emissions cuts at home and financial commitments to help developing countries transition to cleaner economies and address climate impacts. 

To achieve a just and effective outcome in Copenhagen – a likely requirement for developing countries to sign on to an agreement – the U.S. must commit to:

· Adequate and predictable public funding to enable developing countries to deal with climate change impacts (known as adaptation) and to reduce their own emissions (known as mitigation), in line with what science and equity demand. 
· A new multilateral financial structure established under the authority of the UNFCCC, with financing windows for technology, adaptation, mitigation, and forest protection. The World Bank and other existing international financial institutions should have no role.
Adequate Funding for Poor Countries to Mitigate Emissions and Adapt to Climate Change

Developed countries, including the United States, agreed to provide new and additional financing to developing countries for mitigation, adaptation, and environmentally sound technology cooperation when they ratified the UNFCCC in 1992. This commitment was reaffirmed in the Bali Action Plan. Actions that developing countries take to reduce emissions are, according to the UNFCCC, contingent on the provision of adequate, predictable funding and technology cooperation from the U.S. and other developed countries.

Estimates of the cost of addressing climate change in developing countries vary widely due to its dynamic nature, but a recent report by the UN Department of Economic and Social Affairs in its 2009 World Economic and Social Survey said that developing countries need about 1 percent of world GDP – currently $500 to $600 billion annually. As the world’s largest historical global warming polluter, the U.S. must contribute its fair share. Based on a responsibility and capacity indicator under the Greenhouse Development Rights Framework, U.S. responsibility is 33.1 percent of the total amount needed for climate finance.

A New Delivery Mechanism
As important as the quantity of funds is the mechanism through which such funds are delivered. The G77 and China (a negotiating bloc representing 132 developing countries) have been very clear that a new multilateral financial structure – with financing windows for technology, adaptation, mitigation, and forest protection – must be established under the authority of, and be fully accountable to, the Conference of Parties
 of the UNFCCC.
 Because of the undemocratic and poor social and environmental records of the World Bank
 and Global Environment Facility (GEF), as well as the failures of these institutions’ delivery systems on climate finance, developing countries have been equally explicit in their opposition to either the World Bank or the GEF controlling climate finance. 
Developed Countries Must Commit Public Funds, Not Shirk Responsibility with Offsets
Many developed countries have stated their intention to use financial flows from offsets as an excuse to escape their financial obligations to developing countries for mitigation and adaptation. Developed countries could double count their international offsets by (1) counting emission reductions from offsets in a developing country as meeting the developed country’s mitigation target, and (2) counting financial flows from offset projects as fulfilling the developed country’s financial obligations to developing countries. A firm firewall must be built between the public finance obligations of developed countries and any financial flows that result from offsetting or other private sources. Potential also exists for triple counting, whereby developed countries count any climate-related financial flows toward their Official Development Assistance (ODA) obligations. Climate finance must be additional to ODA.
For more information, contact: 
· Karen Orenstein, International Finance Campaign Coordinator, korenstein@foe.org, office: 202-222-0717, cell: 202-640-8679
� See Paul Baer, et. al, “The Greenhouse Development Rights Framework, The Right to Development in a Climate Constrained World,” (November 2008). � HYPERLINK "http://www.ecoequity.org/docs/TheGDRsFramework.pdf" ��http://www.ecoequity.org/docs/TheGDRsFramework.pdf� 


� The Conference of Parties, or COP, is the supreme body of the UNFCCC.


� See G77 and China’s UNFCCC proposal, “Financial Mechanism for Meeting Financial Commitments under the Convention,” � HYPERLINK "http://unfccc.int/files/kyoto_protocol/application/pdf/g77_china_financing_1.pdf" ��http://unfccc.int/files/kyoto_protocol/application/pdf/g77_china_financing_1.pdf� 


� The World Bank is the world’s largest multilateral fossil fuel financier. According to the Bank Information Center, from 2006 to 2008, coal lending at the World Bank Group increased 648 percent. In 2008, fossil fuel funding increased 102 percent. See World Bank Energy Sector Lending: Encouraging the World’s Addiction to Fossil Fuels (February 2009), available at � HYPERLINK "http://www.bicusa.org/en/Article.11033.aspx" ��http://www.bicusa.org/en/Article.11033.aspx�.





