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Divergent Views on Who Is Responsible For Climate Financing

Poznan, 11 Dec (Meena Raman) -- Countries continued to exchange views on 10 December on the financial architecture for climate change and on how to mobilise financial resources to address the challenge in Poznan at the climate talks under the United Nations Framework Convention on Climate Change (UNFCCC).

While some developed country Parties indicated that all Parties (implying developing countries as well) should contribute to mobilising financial resources for climate change, the G77 and China and many individual developing countries stressed that under the Convention developed countries have a binding commitment to provide funding to developing countries, given the former’s historical responsibility in generating greenhouse gases. 

The financial crisis showed that if there is political will, there are financial resources, and the climate emergency is greater than the banking crisis, said the G77 and China. Several developing countries also stressed the need for the public sector to take the lead in funding and not rely too much on the private sector.

On the technology issue, the division of views over IPRs continued, with several developing countries like Brazil, India and Venezuela suggesting it is a barrier to technology transfer that has to be addressed while Japan said it was not a problem and IPRs were needed to safeguard technology.

The discussion on financing took place at the contact group on 'delivering on technology and financing, including consideration of institutional arrangements' on 10 December. It is one of the four contact groups formed under the Ad-hoc Working Group on Long-term Cooperative Action (AWG-LCA).  It was chaired by Luiz Machado of Brazil, who is also the current chair of the AWG-LCA. 

Machado said that the focus this final meeting of the contact group would be on issues related to financing and institutional arrangements that included the following – how can new resources be mobilised that are adequate, predictable and sustainable; what institutional arrangements will be needed to mobilise and deliver financial resources and how can this be done in an equitable and effective manner?

He recalled from earlier meetings of the contact group that some Parties (from the developed countries) wanted a reform of existing institutions while others (especially from the developing countries) called for new institutions for enhanced implementation. 

The Philippines speaking for the G77 and China stressed that the Convention has legally binding commitments for developed countries to provide financial resources to developing countries.  It said that the current financial crisis shows that governments must provide parameters for the functioning of the private sector and that if there is political will, there are financial resources. It said that the climate emergency is greater than that of the banking crisis. If Parties were really serious about using financial resources to address the climate problem, then the most effective manner is to put the resources under the governance of the Parties under the Convention and not outside, said the Group. Referring to the Climate Investment Funds under the World Bank, it asked why resources are put there when a large part of the funds would only enable the consultants of the Bank to travel around the world. 


Barbados speaking for the Alliance of Small Island States said that adaptation financing action now and not in the future. In addition to a future mechanism, financing for adaptation action now and up to 2012 requires the operationalising of the Adaptation Fund to ensure direct access to funding, it said. On the mobilisation of financial resources, it said that it is best for resources to come from mixed sources. There should be an element of a percentage of the GDP of developed countries as contained in the G77 and China proposal as well as market based and voluntary contributions.   Securing financing for mitigation is a huge challenge and that for adaptation is an even greater challenge, it said. Adaptation activities are undertaken by the public sector not the private sector, hence, the need for a different orientation on how to secure financing for adaptation and for mitigation.

Brazil stressed that it was essential in the work of the AWG-LCA for Parties not to introduce confusion as to who was responsible for enabling the financial resources as it was clear that it is about enhanced implementation under the Convention and its annexes. It expressed surprise in the way some Parties suggest that global efforts demand contributions from all. Also, when some Parties discuss finance and technology, they suggest that the support is not for all, it said. Brazil said that this was contradictory to the Convention and that the issue of equity as regards finance and technology always refers to the concept of historical responsibility. It said that some Parties who take snap shots of current emissions and suggest that this should guide considerations are distorting discussions and that this is incorrect. It emphasised the need to take into account the full historical process of industrialisation, which was not 10 or 20 years but 250 years of historical emissions. 

Options by some Parties that suggest a global CO2 tax is inequitable and do not make the distinction between historical responsibility and future responsibility.  It said that the concept of  historical responsibility has a firm scientific basis and as well as political dimension. From a  political standpoint, one cannot say that the future emissions are responsible in the same way as what the past has produced in terms of climate change. Maintaining the distinction between historical emissions and future emissions is vital. 

Brazil said that in relation to IPRs, there is a basis to compare the responses in public health to that in climate change. The importance of public health justified the use of specific norms, it added.  Financial support for climate technologies cannot be limited to the IPR issue alone, it said. Parties should consider the full costs of IPRs as well as the costs in the whole cycle of the technology from development to deployment and diffusion, including that of capacity building. 

China, on the issue of the mobilisation of financial resources, said there was a need to address the relationship between the public and private sector. It stressed that the Convention obligations define that States are responsible for the financing and that addressing climate change is not a commercial exercise but a global public good. It said that there was a need to look at the demand and supply for financial resources. It suggested that Parties should be invited to consider how much money is available especially as regards public financing, as for instance from future revenue flows from carbon market and revenues from clean energy taxation. It suggested that attention be given to the vehicle and policy instruments needed to implement the financial obligations and to leverage private finance. In this regard, it said that there was a need to set up linkage between public sector, the carbon market and the technology market. China said that Parties should discuss public finance based funding and the necessary institutional and organisational framework. 

India said that the Convention requires that financial flows should be adequate and predictable and is a commitment that developed countries must meet. It said that what is required is for developed countries to generate a cess contribution based on criteria related to equitable burden sharing among them. It is only through this way that new and additional resources which are adequate and predictable will be possible. 

In response to Japan who said that the cost of IPRs is not that tremendous in relation to some technologies, India said that this clearly indicates that for a global fund to deal with IPRs, it would be cost effective.  

Switzerland said that new and predictable financial resources were needed and referred to its proposal on a global tax on CO2. It said that this would not affect the budgets of countries and will not be a diversion from ODA. It said that equity is based on based on polluter-pays and set a limit of 1.5 tonnes per capita of CO2, beyond which a tax would be levied. It said that poor developing countries would not need to contribute given their low emissions. It said that revenues from this mechanism will go to developing countries.

The US said that given the scale of financing needs, what is needed is an agreement that is environmentally attractive, maximises impact and is economically sustainable. It added that there is a need to ensure that financial resources are used wisely. Based on current experiences, there was a need for institutions that are effective and have high credibility, based on existing experiences. It said any financial structure must ensure that different types of financing are able to contribute to the efforts. In terms of delivery, it would like to see developing countries take a strategic approach in identifying opportunities which involved a comprehensive approach. It said there is a need to identify what barriers exist for cost effective actions. 

France speaking for the EU referred to the proposals of the G77 and China, Mexico and the Alliance of Small Island States, and said that it was it encouraged to see the three principles stressed by the EU (effectiveness, efficiency and equity) were acknowledged in the proposals. (See TWN Poznan News Update 8 for details of earlier EU statement). It said that it was currently exploring the proposals.  

In terms of effectiveness, it said that mobilising resources, Parties cannot rely on just either public or private finance. It said that leveraging the carbon markets was important but not enough. On 'efficiency', it said that a strong vision was needed. It said that Parties could build on existing mechanisms and improve them, such as the GEF. As regards 'equity', it said respective responsibilities and capabilities of Parties must be addressed. It said the LDCs can be exempted from any responsibilities and that the Mexican and Swiss proposals on finance deal with an equitable way of sharing in the effort. In relation to the G77 and China proposal, given the wide range of funding needs in adaptation, mitigation and technology, it asked what the basis would be used for division among them in terms of needs.

Australia said that there was a need to optimise the use of the existing financial architecture. It said that there was a need to recognise the different needs of groups and to ascertain what sources of funding will best meet these needs. It stressed the need for enabling policies and environments to target private sector and to provide incentives. All Parties need to create enabling environments and institutional arrangements and build on the existing architecture to allow for financial resources from inside and outside the Convention. It said that there was a need to address what objective principles underlie the issues of adequacy, efficiency and equity for financial resources. I

Japan said that leveraging money from the private sector is a necessity. It stressed that the Japanese sectoral approaches and the EU's proposal on sectoral crediting mechanisms are interesting proposals to address the gaps between needs and resources. In relation to the Swiss proposal that is based on the polluter pays principle, Japan expressed strong concerns. It referred to 2005 data and said that some Non-annex 1 Parties’ contributions to global emissions is significant. Hence, on the basis of polluters-pay, actions by Non-annex 1 Parties are needed. In relation to IPRs, for high-technology, there can be many patents involved and it can be difficult to determine the costs of licences. This it said showed that buying out IPRs cannot work and cannot solve the problem of technology transfer. 

Pakistan said that there was an excessive reliance on the private sector. Experience form the recent financial crisis showed that Parties should move away from this, it said. In addressing the climate crisis, similar efforts are needed as was the case with the financial crisis. 

Venezuela said that the transfer of technology from developed countries to developing countries should be unconditional and this included the development and transfer of novel, environmentally friendly technologies and know-how. This did not however imply the maintaining of the current production and consumption model of developed countries. Technology transfer should not be based on economic profit and must not create dependency by the developing countries on developed countries. It stressed that IPRs have not allowed the necessary transfer of technology to developing countries. 
Canada said that the delivery of finance and technology needs to be differentiated among  developing countries and based on technology needs assessments.

Japan, speaking again, said that transfer of climate technologies is being done through joint-ventures and licensing contracts. In relation to IPRs, it said that cost of IPRs in the environment and energy sector is not major, being less than 5%. Japan cited other barriers to technology transfer as being more important, such as high transaction costs and insufficient human and institutional capacity. It said that the appropriate goal for IPRs is to safeguard technology cooperation and accelerate technology transfer.

The Chair, Luis Machado, said that while the current exchange of views is more focussed, next year negotiations will commence and Parties will have to consider the various proposals and negotiate on the specifics of delivering on technology and finance.
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