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Clash on whether there is need for a financial mechanism, and sources of funds

Bangkok, 30 September (Meena Raman) – Developing and developed countries expressed strongly divergent views on whether there was need for a financial mechanism under the United Nations Framework Convention on Climate Change at the climate talks in Bangkok.

The G77 and China had proposed the establishment of a financial mechanism under the Convention that shall enable, enhance and support mitigation and adaptation actions by developing countries. 

Developed countries such as the US and Switzerland countered the proposal by stating that there was already a financial mechanism under the Convention. 

Another area of contention was the sources of funding.  Developing countries were strongly critical of what they see as the developed countries' attempts to shift the burden of financing away from themselves and towards the markets and even towards the developing countries too.  

They reiterated that the Convention says that developed countries should provide financial resources for developing countries' climate actions, but they (the developed countries) are now proposing that “all Parties” (i.e. including the developing countries) have to contribute. 

The discussion took place at the contact group on finance under the Ad-hoc Working Group on Long-term Cooperative Action (AWGLCA) met on September 29.  It focused attention on preambular paragraphs as well as the 'object and scope' of proposals in the reordered and consolidated text of the revised negotiating text.  

The G77 and China proposal is contained in paragraph 8 of the text that reads as follows -

“Parties agree to establish, in accordance with Article 11 of the Convention, the Financial Mechanism of the Convention with a structure that meets the specific requirements laid down under Articles 11.1 and 11.2 of the Convention. The Financial Mechanism shall enable, enhance and support mitigation and adaptation actions by developing country Parties to meet the objective(s) in accordance with Article 4.3, 4.4 and 4.5 of the Convention through the provision of financial resources to meet the agreed full incremental costs of such actions, including the full cost of adaptation activities, technology transfer and capacity-building”.

Philippines, represented by Bernarditas Muller speaking for the G77 and China said that Article 11 of the Convention defines the financial mechanism but does not establish it. 

(Article 11.1 of the Convention states that “A mechanism for the provision of financial resources on a grant or concessional basis, including for transfer of technology, is hereby defined. It shall function under the guidance of and be accountable to the Conference of Parties, which shall decide on its policies, programme priorities and eligibility criteria related to this Convention. Its operation shall be entrusted to one or more existing international entities).

India said that while the Convention defines the financial mechanism, there is only an interim arrangement now as reflected in Article 21 of the Convention. It was therefore important to establish a financial mechanism that meets the requirements of Article 11.1 of the Convention. Hence, there was need for the interim arrangement to be restructured. 

(Article 21 provides that the Global Environment Facility shall be the international entity entrusted with the operation of the financial mechanism referred to in Article 11 on an interim basis.) 

The US and Switzerland said that there was already a financial mechanism under the Convention. 

The EU said that in looking at the wider financial architecture, there is within that a financial mechanism. It found it difficult to understand the defining of a financial mechanism and its establishment. There was also the role of the private sector, the carbon market and the financing that all countries can undertake. 

Saudi Arabia in response to the EU said that while Parties need to be innovative and creative, there cannot be a change rights and obligations. The EU is sending developing countries to the markets and to developing countries themselves to provide financial resources for not fulfilling their obligations under the Convention.

The G77 and China had also proposed that the main source of funding will be new and additional financial resources, defined as resources over and above the financing provided through financing institutions outside of the framework of the financial mechanism of the Convention.

To this, the EU preferred other alternative texts that provided financial resources through bilateral, regional and other multilateral channels viz. 

“Alternative 2:

The developed country Parties, other developed country Parties included in Annex II to the Convention and other Parties, according to agreed eligibility criteria, or those in a position to do so, may also provide, and developing country Parties may avail themselves of, financial resources through bilateral, regional and other multilateral channels.

Alternative 3:

Parties may provide financial resources through bilateral, regional and other multilateral channels for actions carried out in fulfillment of the objectives of this Agreement. These financial resources shall be deemed as contributing to the fulfillment of the financial commitments of this Agreement, in accordance with the relevant provisions of this Agreement.”

The US also supported the EU views.

Referring generally to the preambular paragraphs of the text, Philippines speaking for the G77 and China said that its proposals were to ensure the full effective and sustained implementation of the Convention for the provision of financial resources from developed to developing countries. It was necessary to consider how to address the implementation gaps and where the gaps are, based on the experiences that have been gained.  There was need to have preambular and operative language in this regard.  

Saudi Arabia said that if Parties discuss proposals without looking at the rights and obligations of Parties under the Convention, developing countries would also be asked to contribute to financial resources and this would be against the principles of the Convention. Hence, there was need to maintain all the paragraphs in the preamble to remind Parties of the need to abide by the Convention. 

China said that there were some proposals in the text which say that all Parties must contribute to the provision of financial resources. This is without basis and such proposals were not necessary.

The contact group will continue to meet this week.


              2

