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Our fi ght against global warming could set the stage for an eco-friendly transformation of the 
global economy — one that spurs growth and development rather than crimps it, as many 
nations fear.
  We have witnessed three economic transformations in the past century. First came the 
Industrial Revolution, then the technology revolution, then our modern era of globalization. 
We stand at the threshold of another great change: the age of green economics.

BAN KI-MOON

UN Secretary General
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At the inaugural session of the conference, 
the welcome address was delivered by LM Vas, 
Additional Secretary, Department of Economic 
Affairs (DEA), Ministry of Finance (MOF), 
Government of India (GOI). LM Vas presented 
the objectives of the workshop, stressing the 
importance of building capacity within the 
Government of India on climate change fi nancing 
in order to better understand the implications of 
the various proposals potentially under discussion 
at the international climate change negotiations 
for India. She, in addition, highlighted how the 
workshop represents an example of the reciprocal 
trust and the excellent working relationship that 
exists between GOI and UNDP. 

Patrice Coeur-Bizot, UN Resident Coordinator 
and UNDP Resident Representative made some 
opening remarks that set the context for the 
joint workshop on Climate Change Financing 
by MOF and the UNDP. Also in attendance at 
the inauguration were Ashok Chawla, Finance 
Secretary, MOF, GOI and Alok Sheel, Joint 
Secretary, DEA, MOF, GOI.

In the context of the United Nations 
Framework Convention of Climate Change 
(UNFCCC), Conference of Parties (COP) at 
Copenhagen in December 2009, Patrice Coeur-
Bizot emphasized the criticality of climate 
change as a global challenge that demanded 
collective action by the international community. 
He outlined the key role that a large country 
such as India could play in negotiating a deal 
that can produce credible results for the planet. 
Apart from the discussion on setting country 
emission targets, the other core issue is that of 
fi nancing mitigation and adaptation strategies. It 
is important to keep abreast of the developments 
and have an up-to-date understanding of the 

different issues related to fi nances, mechanisms 
and modalities. 

UNDP has always considered climate change 
as a development issue. Addressing climate 
change cannot be successful without addressing 
poverty issues and achieving the Millennium 
Development Goals (MDGs). Since the early 
1990s, the UNDP has developed a high level of 
expertise on various aspects of climate change and 
has mobilized and delivered about USD 2 billion 
to fund cleaner energy access and effi ciency in 
over 100 countries. It has supported countries 
(including India) in preparing their National 
Communications to UNFCCC.

Patrice Coeur-Bizot closed his comments 
by highlighting some elements of UNDP’s 
partnership with the GOI on climate change 
issues. These include fi nancial support to national 
environmental and climate change related actions, 
technical support to National Communication 
to UNFCCC, support to preparing and 
implementing state level climate change action 
plans and in the area of adaptation.

As the story of climate change unfolds in all 
its manifestations, it is pertinent to defi ne the 
context for India even though it is apparently 
the third largest emitter of CO

2
 worldwide. 

Ashok Chawla, in this regard, made an important 
distinction between the stock and the fl ow1 of 
greenhouses gases (GHGs), highlighting the fact 
that it is the stock of gases that is posing the 
big challenge. India is not responsible for past 

1 Since carbon dioxide once emitted remains in the 
atmosphere for an estimated 100 years, current emissions 
are not the reason for the excess carbon dioxide in the 
atmosphere. About 70 per cent of the accumulated 
emissions from the past have come from the developed 
world. 

Inauguration
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emissions and has made negligible contribution 
to this stock. Further, even though India is one 
of the largest emitters in terms of total emissions, 
its per capita emissions are very low as it is the 
second most populous country in the world.

Climate change management nevertheless 
remains a critical component of the 
government’s agenda for development and so 
do concerns regarding climate change fi nancing. 
Environmental management in the future is 
likely to demand signifi cant fi nancial resources. 

The questions that are raised include:

Who will pay and how much?• 
Are the resources enough given the magnitude • 
of the problem?
How will the money fl ow?• 
What will be the instruments and channels?• 
Will existing funds prove enough for • 
fi nancing mitigation and adaptation 
worldwide or should a new corpus be set up 
for the purpose?
Should new institutions and structures • 

dedicated to climate change management 
and fi nancing be set up? 

Governments the world over are deliberating 
on these questions both internally and with each 
other in global forums—both in intimate groups 
such as the G20 as well as the within more 
representative forums such as the UNFCCC. In 
order to contribute fruitfully to the UNFCCC 
COP at Copenhagen, policy-makers and 
ministerial offi cials in India need to be exposed 
to the vast body information, literature and 
perspectives on the issue. Climate change is 
a highly nuanced and sensitive subject with a 
unique context for each country, each region 
within a country, and even each community 
with a region. To fully appreciate, assimilate and 
imbibe the implications of global discussions, 
negotiations and decisions for India and its 
people, this exercise of building capacities in 
DEA is extremely relevant.

Alok Sheel introduced the agenda for the 
workshop. 
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The critical questions that arise in the climate 
change fi nancing debate are:  What is the 
quantum of fi nancial resources required to 
fi nance adaptation and mitigation? How will 
these funds be generated? How will these funds 
be governed or managed? 

QUANTUM OF CLIMATE CHANGE 
FINANCING 

The determinants of climate change impacts and 
hence mitigation and adaptation requirements 
are diverse, variable, unstable and prone to 
unpredictable change. This makes it diffi cult to 
estimate overtime, exactly how much money 
will be required. A World Bank Study (2009) 
entitled, The Economics of Climate Change, 
estimates costs of adaptation to climate change 
in developing countries at USD 86-100 billion 
annually. The study only considers costs incurred 
by governments, and not those incurred by 
households and private sector. Further, it does 
not include costs of addressing extreme events 
(fl oods, drought, and cyclones) as also residual 
costs of climate change impacts. Hence, the cost 
of responding to climate change both in terms 
of incremental investment costs and incremental 
energy systems costs are enormous.

Furthermore, to pay for CO
2
 reductions, even 

a substantive carbon tax of USD 80 per tonne of 
emission would in all likelihood lead to a mere 
6 per cent reduction in GHG emissions. On the 
contrary, it could precipitate a worldwide GDP 
loss of over USD 4000 billion. Not only are the 
costs of climate change mitigation high per se, 
but diversion of resources to climate change 
fi nancing implies a reduction of resources that can 
be allocated to other sectors, thus undermining 
development. 

Internalizing the costs of mitigation and 
adaptation to climate change will involve 
signifi cant reduction in GDP, besides leading to 
unfavourable changes in economic structures 
around the world. 

SOURCES OF CLIMATE CHANGE 
FINANCING

The proposals for climate change fi nancing and 
governance that emerge from the developed and 
the developing worlds are widely divergent in 
their approaches.

Existing development assistance is 
basically founded on the ‘Aid’ Paradigm, 
which does not recognize the responsibility 
of the fund-provider as the perpetrator of 

Session 1

Climate Change Financing
Background, Development, Current Status and Prevalent Mechanisms

Presenter:  PRODIPTO GHOSH, Distinguished Fellow, TERI (for profi le see Annexe 1; for 
presentation see Annexe 2)

Discussant:  NAVROZ DUBASH, Senior Fellow, Centre for Policy Research (for profi le see 
Annexe 1)
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the ‘lack of development’ in the recipient 
country. It provides discretion on the 
fund-provider on who receives the funds, 
how much, and in which modality. The 
‘development aid’ approach naturally fi nds 
greater favour with developed country groups as 
it gives them greater elbow room and bargaining 
power to negotiate mitigation costs downwards. 

On the contrary, in the context of climate 
change, UNFCCC clearly lays down that the 
entire climate change regime is premised on 

the principle of ‘common but differentiated 
responsibility’ (Article 3.1 of UNFCCC) and 
that ‘the largest share of historical and current 
global emissions have originated in developed 
countries’ (Preamble). The Convention, in 
no uncertain terms pins the primary onus 
of fi nancing climate change relating to 
GHG inventories, mitigation, adaptation, 
technology and cooperation, on the 
developed world in a way that fully takes 
into account that economic and social 

FIGURE 1.1: CGE Modeling results: NCAER: GHG Mitigation from Carbon Tax (Revenue positive)

FIGURE 1.2: Loss of GDP in the  Carbon Tax Scenario (2010-11 to 2030-31)
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development and poverty eradication are 
the fi rst and overriding priorities of the 
developing countries.2

The debate arises from the fact that many donor 
countries from the developed world already count 
current fi nancing for climate change within their 
reported offi cial development assistance (ODA), 
thus ignoring their commitment in UNFCCC 
1992 not to count fi nancing for adaptation 
and mitigation as ODA. Donors have argued 
since then that adaptation activities cannot be 
separated from their support for sustainable 
development outcomes. They argue for using 
existing development aid institutions, structures, 
instruments and funds for climate change 
mitigation with minor modifi cations. 

Developing countries, on the other hand, strive 
to put a more rights-based system in place which 
will make the developed nations accept their 
historical responsibility in precipitating climate 
change and pay in more certain terms for carbon 
mitigation and adaptation technologies adopted 
in the developing world—the ‘Responsibility’ 
Paradigm. 

Developing countries insist that fi nancing 
adaptation commitments must remain within 
UNFCCC architecture, and not through parallel 
funds managed by the World Bank or large 
bilateral donor agencies. 

Solutions agreed under UNFCCC should 
incorporate/refl ect the ‘Responsibility’ 
paradigm where fi nancial resources for 
climate change are additional to ODA 
and decision on their use are not at the 
discretion of the donors.3

G77 countries have proposed that a 
Climate Change Fund, consistent with 
the 1992 UNFCCC be set up. This fund 
would be guided and accountable to COP, 
which would determine its policies and 
priorities. This fund would have a balanced 

2 For specifi c Articles of UNFCCC that are relevant, 
please refer to Annexe 2.

3 For details on the ‘Developed Country Perspective’ 
and the ‘Developing Country Perspective’ please see 
Annexe 2.

and equitable representation of all parties 
to the Convention. Many issues remain to 
be resolved in reaching an agreement with all 
countries represented in current climate change 
negotiations, including resistance to a continued 
role for the Global Environment Facility (GEF) in 
providing fi duciary oversight for such a fund.4

India in particular and developing countries 
in general are faced with an analytical challenge 
wherein a country such as India could embark 
on adoption of certain green technologies 
while remaining within its development policy 
framework but it would need to fi nance these 
domestically as the funds would be diffi cult to 
source. To do so unilaterally would dilute its 
argument of ‘historical responsibility’ and to not 
do it would be at the cost of climate objectives.5 

Mitigation and adaptation commitments and 
negotiation for climate change fi nancing are 
in this sense intimately linked for developing 
countries and are inseparable. It would be 
diffi cult for developing countries to commit 
to fi rm reduction goals by 2031 or 2051 as the 
uncertainties are enormous.6

FINANCING INSTRUMENTS: 
PUBLIC, PRIVATE, AND 
INNOVATIVE

Financing could be sourced from public 
sources, private funds or through carbon 
markets. The fi rst has governments, development 
banks and NGOs building investment funds. 
The second seeks to supplement this essentially 
public fi nancing with a commodities emissions 
market (and related offset programme7) that 

4 For alternate sources of climate fi nance proposed see 
Annexe 2. Also refer to Annexe 2 for ‘Issues in Monitoring, 
Reporting and Verifi cation’ and ‘Low Carbon Growth 
Strategy’. 

5 Navroz Dubash
6 Suman Bery
7 Kyoto introduced a market mechanism to help reduce 

emissions in both developed and developing countries. 
The European Union, a Kyoto proponent, launched 
its Emissions Trading System (ETS) in 2005, fusing an 
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additionally brings in private capital. Carbon 
markets are a part of more innovative instruments 
tabled which could be used to raise resources. 
For instance, share of proceeds on all carbon 
instruments (levies may vary with nature of 
instrument); levy of 2 per cent on capital 
transfers between entities in developed country 
parties for adaptation; additional contributions 
by developed countries (over and above assessed 
contributions), philanthropic organizations 
and other innovative sources, such as SDRs for 
sustainable development.

Carbon market fi nance and private investment 
could be leveraged by domestic policy frameworks 
and targeted public funds (for example, renewables 
portfolio standard underpinned by publicly 
funded feed-in tariffs). Penalties could be levied 
on developed countries for non-compliance 
with commitments under the Convention in 
mitigation, fi nancing or technology transfer. 

There are debates and disagreements around 
each of these instruments. It has been argued 
that, for instance, the offsets mechanism leads to 
the perverse outcome of reducing the cost of 
carbon mitigation for the developed countries. 
It leads to a reduction in the incentive to 
develop green technologies and put the 
global learning curve on climate change 
in jeopardy.8

emissions cap and market with a mechanism for fl owing 
emissions abatement funds to developing countries. 

The ETS in theory sets caps for member nations, 
tightens them regularly and distributes ‘allowances’ (for 
free or via auctions) to big emitters like power plants. An 
emitter that is above its cap can use allowances it owns 
or buys to offset penalties; if under its cap, an emitter can 
sell or save its allowances. As with any market, third party 
investors can bring private capital into the system. 

Technology transfer is achieved via ‘offsets’. An emitter 
above its cap can (in addition to buying allowances) get 
carbon credits by funding otherwise unfunded domestic 
or international mitigation projects. Credits offset emitter 
fi nes. So offsets do three things, at least in theory. They 
let developed nation emitters who sit above their caps 
pay fi nes in least cost ways. They fund mitigation in low 
income domestic areas and in developing nations. And 
they bring private investors to the system. 

8 Navroz Dubash

The scope for developed countries to buy carbon 
offsets from developing countries has been viewed 
by the developing countries as an instrument 
whose essential role is to transfer responsibility for 
emissions reductions from developed countries 
(whose per capita emissions are up to six times the 
level of poor countries) to developing countries. 
It has been argued that offsetting denies 
the right of poor countries to develop and 
at the same time retards structural change 
designed to reduce emissions in advanced 
industrial countries9.

DEBATES ON THE PRINCIPLES 
OF GOVERNING CLIMATE 
CHANGE FINANCING

The ‘Cash-for-Policy’ Approach10

One of the key issues in the debate on climate 
change fi nancing is that climate change fi nancing 
should, in principle cover only the additional costs 
needed to shift from a business-as-usual scenario 
to a climate change friendly scenario (incremental 
costs). Hence, the current principle of carbon 
mitigation fi nancing is based on differentiating, 
in a development project undertaken, between 
costs of development action and incremental cost 
of adopting, say, a carbon neutral technology.

In many cases, however, it is extremely diffi cult 
and/or extremely expensive to determine what 
is the incremental cost vis-à-vis the baseline 
cost – and the methodology used to defi ne 
incrementality is often based on assumptions that 
are subject to criticism.

It was therefore suggested that rather 
than spending resources on determining the 
incremental costs, it could be cost-effi cient 
to agree ex-ante on a set of actions to be 
undertaken, and negotiate the amount of 
resources needed to undertake these actions. 
Mitigating countries could identify policies 
and measures related to renewable energy, 

9 Navroz Dubash
10 Navroz Dubash
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solar mission, energy effi ciency standards, 
building codes and so on which will introduce 
short term costs and negotiate upfront on the 
funds that may be generated if such policies 
are adopted.11 This can perhaps avoid issues 
related to conditionality while de-linking the 
negotiations from historical responsibility.12 

Perverse Incentives within the Low 
Carbon Growth Strategy13

In pushing for a low carbon growth strategy 
(LCGS) for developing countries,14 there is 
an inherent unrealistic assumption that the 
legal process involved in the incorporation 

11 This approach has however been viewed Sunita 
Narain as indicative of a complete write off of rights-based 
negotiations. It has been argued that perhaps the situation 
is not desperate enough to merit such cash-for-policy 
bargaining. 

12 Mukul Sanwal
13 Navroz Dubash
14 Six emerging economies—Brazil, China, India, 

Indonesia, Mexico, and South Africa—are proactively seeking 
to identify opportunities and related fi nancial, technical, and 
policy requirements to move towards a low carbon growth 
path. With the help of the Energy Sector Management 
Assistance Programme (ESMAP), the governments of these 
countries have initiated country-specifi c studies to assess 
their development goals and priorities, in conjunction 
with greenhouse gas (GHG) mitigation opportunities and 
examine the additional costs and benefi ts of lower carbon 
growth. Mitigation actions today are expected to reduce 
future expenditure on adaptation.

of LCGS is costless. LCGS, to be effective 
needs adopt mitigation strategies not within 
an isolated project-wise approach but within 
a policy framework that is economy wide and 
comprehensive. This would compound the 
challenge of separating development costs 
from incremental costs before determining the 
extent of climate change fi nancing that may 
be required to stay on the low carbon growth 
path. Further, fi nancing countries listed as the 
‘Annexe1’ nations could seek to minimize costs 
by keeping the defi nition of incremental costs 
as narrow as possible consequently excluding an 
entire spectrum of development actions from the 
purview of the purported LCGS. 
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CLIMATE CHANGE FINANCING 
WILL ENTAIL LARGE 
INVESTMENTS

The world only has 100-150 months to 
dramatically change its energy supply trajectory 
and limit temperature rise to a ‘safe’ 2 °C. It 
is in fact estimated that an increase in average 
temperature above 2° C would cause irreversible 
changes. In the absence of a signifi cant reduction 
in global emissions from current levels between 
now and 2050, world temperatures could rise by 
4°C, and possibly 6°C, by 2100. To chart a course 
away from dangerous climate change, huge 
investments are needed. According to the Stern 
Report 2008 mitigation activities will demand 
at least USD 500-600 billion per annum while 
adaptation measures will entail the investment of 
another USD 400-500 billion per annum. 

Climate change should not only be 
perceived as a constraint to development, 
but also as an opportunity to change 
the existing growth paradigm (which is 
unsustainable) into a more sustainable 
development path (i.e. ‘low carbon’ or 
‘green economy’). 

Box 1: Drivers of a Green Economy
What could be the drivers to move towards a 
different, greener, economy?15 There are four 
possible drivers: 
• to ensure energy security (i.e. to reduce the 

dependency of countries on fuel imports); 
• to increase competitiveness in future markets 

(which would in all likelihood, increase 
demand for greener products);

• to secure development dividends through 
poverty linkages

• to preserve integrity of ecosystems to maintain 
their capacity to provide ecosystem services

The goal is to align human development and 
climate change management efforts by promoting 
mitigation and adaptation activities that do not 
slow down, but rather accelerate socio-economic 
progress. Successful efforts in fi ghting 
climate change will require a dramatic 
increase in support to developing countries 
for capacity development, technology 
transfer and investment. Addressing climate 
change and achieving the MDGs requires a new 
development paradigm that puts climate change 
into national strategies and plans, and that links 

15 Martin Krause

Session 2

Climate Change Financing
Rationale, Mechanisms and Instruments

Presenter:  MARTIN KRAUSE, Team Leader, Climate, Environment and Energy, UNDP Regional 
Centre Bangkok (for profi le see Annexe 1; for presentation see Annexe 3)

Discussant:  MUKUL SANWAL, Associated with South Centre, Geneva
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policy-setting with the fi nancing of solutions both in 
terms of mitigation16 as well as adaptation17 to 
climate change. 

The Bali roadmap recognizes that developing 
countries will need capacity development support and 
investment fl ows to adopt technologies that reduce 
greenhouse gas emissions, while at the same time 
furthering socio-economic progress. This will 
involve massive shifts in investment patterns in a 
large range of sectors, including power generation, 
industry, waste management, transport, buildings, 
agriculture and forestry. Just as importantly, it will 
require a substantial increase in total investment 
fl ows to developing countries. 

USING FINANCING TO REMOVE 
BARRIERS IN POLICY, CAPACITY, 
AWARENESS AND TECHNOLOGY 
AND REPLICATING BEST 
PRACTICES

Investments in the sustainable energy market 
have grown from USD 22 billion in 2002 to 155 
billion in 2008 and could reach USD 400-500 
billion by 2020. Unfortunately, only a limited 
number of developing countries are benefi ting 
from these new fi nancing opportunities to reduce 
climate change risks and promote economic 
development. Existing markets in developing 
countries often fail to attract investments in 
lower carbon and sustainable land use projects. 

Climate change fi nancing has to be 
accompanied by an enabling policy 
environment, capacity building, awareness 
building and technology up-gradation.

There are many examples worldwide wherein 
climate change fi nancing has been used to 
help in bringing down policy barriers and 
creating capacity which have led to successful 
pilot projects. Financing has also helped in up-

16 Financing transition of the economy to a resource 
effi cient economy that stays within the global carbon 
budget.

17 Financing for development that is climate resilient 
and takes the risks and uncertainties into account.

scaling existing projects which have successfully 
implemented greener technologies.

COMBINING AND SEQUENCING 
FINANCING INSTRUMENTS 

The sums involved in a shift to a low-carbon 
economy are daunting but not impossible 
to achieve. The international community 
has developed a number of public policies, 
public fi nance mechanisms and market-based 
instruments to shift investments from fossil fuels 
to more climate-friendly alternatives over the past 
few years18. Finance sources under the Convention 
and Kyoto Protocol include the GEF Trust Fund, 
the Special Climate Change Fund (SCCF), Least 
Developed Countries Fund (LDCF), Adaptation 
Fund and Clean Development Mechanism. 

Combining and sequencing the various 
instruments available is as important as 
choosing the right instrument which in turn 
depends on market conditions and the stage of 
commercialization of the various technologies.19 
Markets are not a universal panacea and other 
types of environmental fi nance (ODA, debt/
equity fi nance, fi scal instruments) will continue 
to play a role. Project developers will need to 
identify the best sources of funds to fi nance 
project activities (ODA, quasi-ODA, carbon 
trading, etc.). Even though the funds 
available from the various sources such as 
the GEF may seem extremely small for 
the challenge at hand, it is possible to use 
fi nances strategically to remove market 
barriers and enable a policy environment in 
which an unviable low carbon project can 
become an attractive low carbon project20. 
GEF should be used to reduce risk, build skills 
and create the right environment. ODA and 

18 For a menu of fi nancing sources across public, private, 
market driven and innovative sources, both at international 
and national and sub-national levels, see Annexe 3.

19 For the McKinsey carbon abatement cost curve see 
Annexe 3. 

20 For diagrammatic representation of suggested route 
see Annexe 3. 
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FIGURE 2.1: Combining & Sequencing Financing

FIGURE 2.2: Malaysia Building Integrated Photovoltaic (BIPV) Project
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carbon fi nance should be leveraged to remove 
barriers to direct investments.

Combining, sequencing and aligning 
fi nancing in CDM21, ODA and private 
investments particularly from the domestic 
private sector will have a critical role to 
play.

ISSUES IN STRATEGY AND 
POLICY RELEVANT FOR INDIA 

India and the ‘Annexe 1’ Countries: 
Points of Departure in Approach to 
Negotiations22

For the ‘Annexe 1’ countries at the moment, 
carbon management is indeed an overriding 
priority because they are legally bound to cap 
their emissions at 1990 levels. For them it is 
imperative to put a price on carbon and offsets 
are a key element in the scheme of things. 

While offsets are primarily aimed at sharing 
the reduction, they might end up creating cost 
effective options for developed countries while 
developing countries are deprived of their space 
to grow.23 

Caveat24: It is important to clarify here that offsets 
as a concept impose a price on carbon for both 
purchasers (buyer’s price) as well as suppliers (seller’s 
price). Incentive effects of technology are symmetrical 
for both the buyer and the seller. But this is not the 
price of carbon that developed countries are talking 
about. ‘Annexe 1’ countries are pushing for a uniform 
carbon price imposed on all countries through 
instruments such as a carbon tax through cap and 
trade. This basically means that all countries would 
internally face a buyer’s side carbon price. That is 

21 The Clean Development Mechanism (CDM) is 
an arrangement under the Kyoto Protocol allowing 
industrialized countries with GHG reduction commitment 
(called ‘Annexe 1’ countries) to invest in ventures that 
reduce emissions in developing countries as an alternative 
to more expensive emission reductions in their own 
countries.

22 Mukul Sanwal
23 Mukul Sanwal
24 Prodipto Ghosh

the difference between what exists now and what is 
sought to be imposed. 

India, on the other hand, in the National 
Action Plan (NAP) on Climate Change is 
keenly concerned with shifting the development 
pathway. Carbon management for India is 
not an overriding priority. As India urbanizes 
rapidly and has to manage burgeoning demand 
for energy, policy priority should lie in ensuring 
energy effi ciency rather than de-carbonizing 
energy in the next 20 to 30 years25. 

Adopting Green Technologies

De-carbonizing technology is not adequately 
developed; it is new and untested. These forms 
of technology are not viable commercially for 
mass scale production and transportation26. For 
instance, Carbon Capture and Storage (CCS) as 
a technology especially in the context of coal is 
incredibly expensive and still being researched. 
No country has used it except in demonstration 
cases. So prudence for India lies in focusing 
on energy effi ciency for the present and 
waiting for these nascent technologies to 
mature into commercially viable options 
in the coming decades before opting for 
them.27

Paying for IPRs on Green 
Technology28

Further, even if India were willing to adopt 
greener technology, it would not be prepared 
to pay huge premium on Intellectual Property 
Rights (IPRs) that these technologies entail. The 
technology that the world needs in order to cut 
emissions at the rates that the world needs to 
simply doesn’t exist as of today. India does have 
access to latest technologies but there is space for 

25 Mukul Sanwal
26 Kapil Mohan
27 Mukul Sanwal
28 Query raised by Sudhakar Shukla and clarifi ed by 

Martin Krause and Prodipto Ghosh.
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arguing that in the context of climate change, 
R&D is a public good and new technologies 
that are being developed should be shared.29 
Since many IPRs are developed by the private 
sector, an IPR fund may be required to buy the 
patents. 30

This is not to say that developing nations 
want the technology to come for free. It 
should be possible even within a compulsory 
licensing regime for developing countries to 
invoke fl exibilities which already exist in the 
WTO TRIPS with respect to IPRs in, say, 
pharmaceuticals. License fees may be governed 
within a regulated regime where it may be 
possible for a multilateral fi nancial mechanism to 
buy out these technologies.31 

29 Mukul Sanwal
30 Martin Krause
31 Prodipto Ghosh

Policy Stance for India

The policy lesson lies for India in proactively 
arguing that adaptation and technology are a 
public good as much as climate change is a global 
concern. Any reduction in the industrial 
and power sector will depend on fl ow of 
technology rather than in commitments 
taken. India must strive to change the framework 
in a way that establishes its role as a responsible 
country without upsetting the balance of the 
rights and obligations.32 

32 Mukul Sanwal
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CLIMATE CHANGE MANAGEMENT 
IN INDIA33

Indian agriculture is heavily dependent on 
monsoons for crop successes and failures year 
on year. Livelihoods of over 70 per cent of the 
country’s population are agro-based. Climate 
change with its serious consequences of 
increasing the variability in monsoons, increasing 
temperature and rising sea-levels is an immediate 
threat of ominous proportions for India.

Indian NAP for Climate Change adopts 
largely an adaptation-based approach with 
optimal utilization of natural resources because 
mitigation technologies are very expensive and 
by and large the NAP does not assume substantial 
resource fl ows from international communities 
to help India in mitigating climate change. The 
two missions—the Solar Mission and the Energy 
Effi ciency Mission—are the only mitigation 
components of the NAP for whom fi nancing 
is envisaged, to the extent possible through 
domestic resources.34

33 JM Mauskar
34 It has been argued that the costs of the Solar Mission 

are staggering at INR 730,000 crore. Such costs need to be 
presented at the negotiations for international funding. 

Forestry, which is both an adaptation measure 
as well as a mitigation measure, is part of the 
Green India Mission under the NAP for Climate 
Change. It is in dire need of funds that can 
perhaps come from the Reducing Emissions from 
Deforestation and Degradation (REDD) Plus. 

Technologies for transitioning the energy 
sector to a low carbon path are still fairly nascent. 
Capital costs of adopting solar, nuclear or CCS 
are prohibitive. There is a steadily mounting 
pressure on rapidly developing countries such as 
India and China from the ‘Annexe 1’ countries 
to take on mitigation technologies in a serious 
way to cut emissions even though the ‘Annexe 
1’ countries are fi nding it very diffi cult to make 
the transition.

Irrespective of the emission targets they take, 
‘Annexe 1’ countries will fi nd it extremely 
diffi cult achieve this domestically—all emission 
reduction proposals that have emerged from EU, 
Australia, or Japan refl ect this point of view. They 
plan to reduce, not domestically but 50 to 80 per 
cent through offsets. 

Caveat35: However, even if Brazil, India and China 
were to reduce emissions to zero, they would not 

35 Prodipto Ghosh
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be able to offset what the ‘Annexe 1’ countries are 
emitting year on year. 

INDIA AND CDM36

India, on the whole has not benefi ted from 
CDM to the extent that it could have. Under 
CDM India has sought benefi ts for negative cost 
options37 which it could perhaps have fi nanced 
domestically. The negative and low cost options 
have made it cheap for ‘Annexe 1’ countries to 
extend CDM benefi ts to India. It would be more 
benefi cial for India to seek CDM benefi ts and 
credits for land-based options of afforestation 
and carbon sequestration. 

It would perhaps be wise for India not to 
invest domestic funds into high end options of 
CCS and Solar PV. Once these technologies are 
deployed globally bringing down the costs over 
the next decade or so, then India would benefi t 
from investing in these technologies at home. 

POST-COPENHAGEN38

On the road from Copenhagen to Mexico, 
India could focus its energies on investing in 
and developing the low-end, low-cost, no regret 
options domestically, perhaps integrating these 
with the Nationally Appropriate Mitigation 
Actions (NAMAs). International fl ows in climate 

36 Sunita Narain
37 As seen on the leftmost panel of the McKinsey 

Abatement Cost Curves in Annexe 3. The McKinsey 
abatement cost curve was originally presented in 2007, and 
the revised version was published in early 2009. The cost 
curve is a visual synthesis of its assessment of opportunities 
to reduce greenhouse gas emissions in order of cost. 
McKinsey’s carbon abatement cost curve is a bar chart 
displaying the magnitude of potential carbon abatement 
by specifi c measures along the x-axis and the associated 
cost per ton of each of the displayed abatement measures 
along the y-axis. The measures are ranked in cost order 
along the x-axis such that the least costly measures appear 
on the left side of the chart and the most costly measures 
appear on the right side of the chart.

38 The entire discourse under this heading was delivered 
by Sunita Narain except the matter in the boxes.

mitigation should be invited for land-based 
transitions in pastureland afforestation, degraded 
forest deforestation as well as costlier propositions 
such as Solar PVs, high penetration winds and 
so forth. This will maximize the benefi ts that 
India can draw from the offsets mechanism 
which is being sub-optimally utilized by India 
at present.39

India should be in a position to present a 
strong case for a rights-based mechanism 
to ensure a certain per capita entitlement 
of atmospheric space to each human 
being. India needs to create space for a trading 
mechanism based on rights and not just markets. 
This will be useful for India both for the NAP 
as well as to maintain a balance of rights in the 
global environment debate. 

Box 2: Public Funding for ‘Low 
Hanging Fruit’40 

On the McKinsey Abatement Costs Curve, the 
no-regret negative-cost options have positive net 
present value (NPV) which makes them viable 
or investible. It may be suggested that through a 
strongly regulated market in carbon trading which 
sets stiff carbon trade targets and a high price 
for carbon in the form of a carbon-tax, money 
could be raised for public funding of negative cost 
mitigation actions. 

Equity may be sought not just at the 
international level but also at the intra-national 
level through targeted interventions such as 
disaggregated off-grid applications of the solar 
mission to give the poor access to power.

India could argue for a mechanism that is 
based on a liability principle. Such a mechanism 
will endeavour to compensate countries for the 
excesses of others. India must retain its right 
to develop and to assure its citizens certain per 
capita energy availability. If this development has 
to be green, it has to be paid for by the bigger 
polluters. 

39 Sunita Narain
40 Alok Sheel
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COMPONENTS OF THE 
ENVIRONMENTAL FINANCING 
ARCHITECTURE 

Environmental fi nancing architecture has three 
elements:

1. The fi rst is public fi nancing fl ows, which are 
not signifi cant in terms of magnitude. The 
relative role of national and international 
public fi nancing must be clearly demarcated 
because boundaries are often blurred by two-
way fl ows of public fi nance.

2. Leveraging private fi nancial resources comes 
next, which are also inadequate for the task 
at hand.

3. The third element is common (carbon) 
markets which can facilitate price discovery. 
Market-based instruments need to be 
explored further within the context of 
certain principles on the basis of which 
carbon markets need to be organized.

The central proposition advanced 
here is that any global climate fi nancial 
architecture that recognizes the fact that 
mitigation and adaptation are inter-linked, 
the latter being conditioned by the former, 
has the best chance of success. 

PRESSURE ON BRAZIL, INDIA 
AND CHINA
As per Nicholas Stern, fast growing middle 
income developing countries or emerging 
economies ‘with higher incomes will need to take 
immediate action in order to stabilize and reverse 
emissions growth, including sectoral targets and, 
possibly, earlier national targets’.41 Given the strong 
developed country targets for carbon reduction, 
carbon prices can be maintained at levels which 
will provide incentives for both reduction at 
home and purchases from abroad. By putting an 
appropriate price on carbon, policy makers will 
oblige consumers and producers to face up to 
the full social cost of their emissions. This will 
ensure that there are no arbitrages. 

NEW AND ADDITIONAL, 
PREDICTABLE, ADEQUATE 
AND EQUITABLE ADAPTATION 
FINANCING
The benchmark of an effi cient and just system 
of fi nancing global public goods centres on the 

41 For relevant extracts of Nicholas Stern Report on 
Climate Change 2008, see presentation in Annexe 4. Also 
see the presentation for Stern on policy prescriptions and 
Stern on adaptations.
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principle of being ‘new and additional, predictable, 
adequate and equitable’. The principles of equity, 
effi ciency and effectiveness defi ned in the context 
of the climate change deal by the Stern Report, 
can be applied to environmental fi nancing 
systems as well. By additional is meant ‘over and 
above ODA’. Where ODA has not even reached 
the optimal level the chances of ‘additional’ funds 
being raised are minimal. 

Following Muller (2009), appropriateness 
of fi nancial fl ow in adaptation refers to a 
fi nancial measure which considers adaptation 
to be a historical debt of developed countries 
towards developing countries.42 India’s position 
in the climate change forum is defi ned by the 
‘appropriateness’ dimension of equity which is 
often greeted with cynicism. 

In the Stern Report, in the context of 
mitigation measures, by ‘effectiveness’ is meant, 
‘cuts in GHG emissions on the required 
scale to keep risks at acceptable levels’. And 
effi cient fi nancing systems are those that have 
intermediation systems that do not experience 
delays in project cycles, provide intermediation 
at low transaction costs and are compatible with 
the needs of developing countries. 

Indeed the Major Economies Forum (MEF) 
in its meeting of October 18-19, 2009 at London 
reinforced the Stern point of view, when it 
highlighted the ‘potential role of carbon markets 
to deliver private sector investment in developing 
countries, in addition to public fi nance’ and 
went on to state that ‘these fl ows could deliver 
signifi cant benefi ts to developing countries in 
terms of both on the ground investment and 
environmental and energy security co-benefi ts’.

From a developing country perspective 
something that is ‘effi cient’ and ‘additional’ does 
not necessarily imply that it is also in the interests 
of equity. 

42 For the four dimensions of equity see presentation 
in Annexe 4. 

CO-BENEFITS APPROACH TO 
ADAPTATION FINANCING AND 
EQUITY43

Adaptation needs to be largely public fi nance 
driven. Field experience of IIM Bangalore in 
adaptation projects in the coastal zones in Kerala 
and semi-arid agricultural zones in Karnataka 
has shown that there is very little proclivity on 
the part of private funds to invest in adaptation 
projects. 

An unexplored dimension of equity of 
adaptation fi nancing is its inter-linkage 
to mitigation commitments by developed 
countries. The IPCC Third Assessment Report 
states that until 2050, global mitigation efforts 
that are designed to cap GHGs at 550 ppm 
would benefi t developing countries signifi cantly 
particularly when combined with enhanced 
adaptation. If mitigation action is concerted, it 
does not fall behind target and is done within 
national boundaries, and offsets are not talked 
about, then it can reduce adaptation cost 
considerably. Low levels of mitigation effort 
by developed countries besides being 
against the spirits of obligations in relation 
to the Kyoto Protocol will only serve to 
increase adaptation costs and ‘adaptation 
burden’ for developing countries. 

Adaptation burden of developing countries 
is being borne at the cost of development. 
Required as they are to quantitatively reduce CO

2 

emissions below the 1990 baseline, it is important 
for developed countries to take up fi nancial 
commitments for funding adaptation activities 
in developing countries that are commensurate 
with their own mitigation processes. Fall in 
mitigation targets have to be matched by rise in 
adaptation fi nancing. 

43 A. Damodaran
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PROPOSALS ON ADAPTATION 
FINANCING WITH UNFCCC44

Proposals that are Linked to 
Mandatory Mitigation vs Those that 
are Not

In terms of the co-benefi ts criterion, the proposals 
can be categorized into two:

1. Those that are linked to mandatory 
mitigation and those that are not. In the 
former category comes the Mexican, Swiss 
and the Norwegian proposals, the EU ETS 
(European Union Emission Trading System) 
proposal on levy on trading, carbon market 
levy, levy on aviation allowance auctions, etc.

2. In the latter category fall the proposals of 
China and G77, Bangladesh and Pakistan 
proposal on CDM levy and the GCSM (issue 
of bonds to raise fi nance) from UK. 

In particular Norway proposes fi nancing 
adaptation by auctioning emission rights for 
‘Annexe 1’ developed countries (Assigned 
Amount Unit AAU). Norway also proposes that 
a small percentage of the value of the allocated 
emissions rights could go to fi nance adaptation, 
either by auctioning these rights or by a tax on 
their issuance. According to calculations, 2 per cent 
of the auctioning of the AAUs would generate 
between USD 15 and USD 25 billion per year. 
Of course, the revenue derived from the auctions 
would depend on the level of commitment of 
other countries which have a legally binding 
reduction target for their emissions. The higher 
the level of constraint, the more signifi cant the 
revenues would be. By contrast, targets that are 
only modest will cause the prices to drop and 
therefore the fi nance capabilities as well. 

While most of the adaptation fi nancing 
proposals tabled during and after the Bali 
Action Plan, fulfi l the requirements of 
‘new, additional, predictable and adequate’ 

44 For classifi cation of fi nancing proposals that have 
come before UNFCCC, please see Annexe 4. Norway’s 
proposal was seen to be progressive in its approach. 

as conventionally described, the altered 
criteria of equity when employed to assess 
the different proposals places the Norwegian 
proposal in a favourable position. 

Box 3: Innovative Instruments of 
Financing45

It was suggested that innovative fi nancing 
instruments such as insurance in the agricultural 
sector could be used more aggressively to lower 
the risk for farmers who are suffering drought, 
fl ooding, severe weather events to help farmers to 
adapt, take risks and to invest. Here is an innovative 
fi nancing instrument for climate adaptation which 
is essentially commercial in nature, not dependent 
on international or domestic public money. 
Perhaps crop insurance as an instrument ought to 
be deployed much more than it currently is.46 
  In the vulnerable islands in the eastern part 
of India, when a lot of WWF’s effort in building 
capacities of the communities through adaptation 
interventions was lost post cyclones, microfi nance 
as one of the tools to build back capacities to deal 
with extreme events proved useful. So there is a 
need to look at various instruments which do 
not necessarily involve large additional costs but 
deliver the needed outcomes.47 

These proposals highlight the differentiation 
between fi nancing for adaptation and fi nancing 
for mitigation given that fi nancing for mitigation 
is more readily available and easier to access than 
fi nancing for adaptation. At present the debate 
on raising adaptation funding is revolving 
around a levy of 2 per cent or 3 to 5 per 
cent on CDM products for adaptation 
funding. Since certifi ed emission reductions 
(CERs) are issued for emission reductions 
from CDM project activities,48 it raises the 
question: who is going to take the hit on 

45 Shirish Sinha
46 Martin Krause
47 Shirish Sinha
48 Two special types of CERs called temporary certifi ed 

emission reduction (tCERs) and long-term certifi ed 
emission reductions (lCERs) are issued for emission 
removals from afforestation and reforestation CDM 
projects.
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a levy on CDM products and what is the 
revenue realization of a country which is 
selling CERs? 

Problems of Predictability

In order to use levies from mitigation to fund 
adaptation, it needs to be predictable—one 
of the maxims of environmental fi nancing is 
its predictability. However, in reality it is not 
predictable because of the swings in prices. In 
a fi nancial derivatives sector, or a commodity 
derivatives sector, prices are allowed to fl uctuate 
within a narrow band with a positional limit. 
But, in order to attract business and ensure that 
carbon markets are a big success, one would want 
the volumes to come in, for speculators to enter 
the market. This is likely to result in volatility 
and as a result the speculative capital moves. 
Unfortunately, carbon markets have not yet 
matured to the level of getting a positional limit 
within a narrow band for fl uctuations. Hence the 
unpredictability persists. 

Taxing Carbon Footprint

Article XX of the GATT seeks to discriminate 
commodities and manufactured goods with 
high carbon footprint through suitable 
adjustments in border taxes. High and low 
carbon footprint can be established through 
monitoring and verifi cation. If Article XX is 
read with the national treatment clause of the 
WTO and the tariff lines are properly covered, it 
is not challengeable by WTO. The questions that 
are raised are:

Would the Article XX of the GATT/WTO • 
allow an exception on the world trade rules 
for products that have a lower content of 
CO

2
? 

Wouldn’t a different tax regime for low • 
carbon products incur sanctions under the 
Article XX of the GATT/WTO?

TOWARDS EQUITABLE CARBON 
MARKETS

Rather than shy away from the fact that carbon 
markets are not in the interests of the developing 
countries, it is high time we talked about carbon 
markets that do not promote substitution of 
mandatory mitigation with offsetting efforts.49 
Offsetting should not become the rule for the 
carbon market because this will violate the equity 
premises of the FCCC and the Kyoto Protocol. 

Secondly carbon markets should ensure a fair 
marketing system for sellers from developing 
countries, by ensuring price realization that is 
fair. The Stern Report avers that mitigation costs 
are minimal when undertaken in developing 
countries. However if the shadow costs of 
mitigation are incorporated that adjust upwards 
low nominal wages and capital costs of mitigation 
projects, the cost fi gures will be higher. Unless 
mitigation permits from developing countries 
are able to realize their ‘real values’, a carbon 
market cannot be considered equitable.50

Carbon markets that facilitate sourcing 
of adaptation funding from mandatory 
mitigation activities function should form 
an important segment in the post 2012 
fi nancing architecture for climate change. 
This can be achieved if governments in developed 
countries can generate revenues by auctioning 
larger chunks of allowances than give it away 
for free, motivated by political considerations. 
Despite the lessons from the price crash due to 

49 It has been argued by Ajay Mathur in Session 5 that 
industry is naturally reluctant to adopt newer products 
unless they are proven in the market to be successful. In 
this context what CDM does is to convince the technology 
recipient that the said technology is tried and tested and 
is, say, 60 per cent to 80 per cent effi cient. This engages 
the attention of the entrepreneur who may be willing to 
try out the new technology provided he is able to raise 
enough revenue through the sale of carbon credits. The 
monetization of the carbon emission reductions is a useful 
thing for the acceleration for the adoption of greener 
technologies. 

50 For greater details of proposed equitable carbon 
markets see Annexe 4.
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over allocation in Phase 1 (2005-07), there has 
been an excess supply of 61 million allowances 
in Phase II of EU ETS (2008-12). Carbon 
markets are not matured because the signals that 
the markets receive are not matured.51 Given 
the distortions in the carbon market with the 
substantial price differential between the primary 
CER prices and the secondary CER prices, as of 
today no carbon market is going to get a good 
price for the CER realization. 

Hence funds for adaptation fi nancing have 
to come from mitigation action and should no 
longer be just restricted to CERs. The major 
proposition advanced here is that carbon 
fi nancing in general and adaptation 
fi nancing in particular need to be situated 
within the matrix of co-benefi ts approach 
that is premised on mandatory mitigation 
action. A co-benefi ts approach to the issue 
of adaptation fi nancing is equitable and 
economically effi cient. 

CIVIL SOCIETY ORGANIZATION 
PERSPECTIVE ON FINANCING 
ADAPTATION52

The critical issues related to fi nancing for 
adaptation from the civil society organization 
perspective are:

51 Ambuj Sagar
52 Shirish Sinha 

What should be the level of annual fi nancing • 
that should go for adaptation? UNFCCC 
places adaptation funding requirements to be 
in the range of $28−67 billion a year (Muller 
2008) along with 5 billion dollars per year for 
insurance—critical both from the perspective 
of risk free reduction as well as developing 
technologies needed for adaptation. 
Where do small scale projects fi gure in • 
adaptation fi nancing? The current fi nancial 
mechanisms do not take into account small 
scale options. 

What is the environment of governance • 
of adaptation fi nancing? A climate facility 
should be managed and looked after within 
the CCC with a very balanced representation 
from industrialized as well as the developing 
countries. The facility must extend support 
to LDCs when they prepare the national 
adaptation plans. 
How is vulnerability to be defi ned and • 
measured? 
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THE ENERGY–TECHNOLOGY–
CLIMATE TRIAD53

Energy effi ciencies are directly linked to 
technologies adopted in a country for the 
production and transportation of this energy. The 
choice of technology has immediate consequences 
for the GHG emissions of the country which 
is attempting to provide energy services to its 
people at affordable prices. In this sense energy, 
technology and climate are closely interlinked. 
The dilemma that faces the world is that 
the technology that is cheap and effi cient is 
rarely carbon neutral and the technologies 
that can lead to serious reductions in GHG 
emissions such as CCS are new, expensive 
and often experimental. 

India is poised at a point in history wherein 
two-thirds of infrastructure, equipment and 
appliances that would be present in 2030 are yet 
to be built. If this infrastructure is chosen 
right, we could progressively shift to 
technologies in renewable energy which are 
more effi cient and yet enable us to cut back 
on GHG emissions. Along with increasing 
energy effi ciency and focusing on technology 
in renewables, India may focus on afforestation 
and reforestation towards carbon sequestration, 
prevention of landslides, production of bio-gas 
and regeneration of water resources. 

53 Ajay Mathur

Yet for a country which is developing rapidly 
and needs to reach adequate energy services 
to its citizens quickly, it has limited options in 
adopting new technologies. The problem is not 
one of access; India has access to cutting edge 
technologies across the globe. The challenge we 
are primarily faced with is a price challenge. If 
climate change is as serious a problem as 
the numbers tell us, then the time period 
within which a technology is developed 
to the time it is fi rst commercialized and 
further to the point when it is ready for 
its large scale adoption in India has to be 
reduced signifi cantly. As has been demonstrated 
in the case of CFLs and supercritical technology 
in generation of power, it took 20 years for the 
technologies to acquire the volumes, experience 
and design that would make them ready for mass 
adoption at affordable prices. 

BARRIERS TO TECHNOLOGY 
ADOPTION54

What are the issues with accelerated 
transfer of technology? These technologies 
are usually developed elsewhere in the world 
and are suited to a different socio-economic-
political context. These technologies have to be 
adapted to local needs and context before they 

54 Ajay Mathur
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FIGURE 5.1: India – Total Primary Energy Supply

FIGURE 5.2: India – Carbon Dioxide Emissions
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can be adopted in India. In order to be able to 
realize the potential of technologies in meeting 
the climate challenges, the technologies have to 
be economically and technologically appropriate 
for developing countries. 

Barriers of Capacity

The concerns lie not just in funds or R&D 
but in overcoming barriers of information, 
infrastructure, institutional capacity and 
human capacity. If India were to decide 
tomorrow that it actually wanted to move 
towards high effi ciency power plants, India 
may not have the skilled manpower in the 
country to make the transition quickly.55 
Some of the low cost technologies represented 
on the McKinsey cost curve are not penetrating 
fast enough because of policy barriers, regulatory 
barriers and information barriers. Clearly public 
policy has a role to play in bringing down these 
barriers and accelerating the process of adoption 
of these technologies and making them viable. 

Barriers of Price

Almost all options to reduce in-house gas emissions 
are more expensive than the technologies that 
we have in place today. While some mitigation 
technologies (especially some energy effi ciency 
technologies) can result in lower energy bills, 
and result in the recovery of the additional cost 
in a few years, large scale mitigation will lead to 
positive costs. In a country like India, where only 
40 per cent people have access to LPG or power, 
access to energy is closely related to ability to 
pay. To impose a new technology on them which 
makes them pay more for the same service, 
essentially puts the country’s development 
milestones at risk. Not only does power become 
more expensive, so do prices of steel, cement 
and fertilizer which are highly energy-intensive 
products. 

55 Ambuj Sagar

Box 4: Solar PV Panels in Rural Homes: 
Thai vs Sri Lankan Model56

In Thailand there was a PV project in the 
Northern provinces where the government made 
bulk purchase of solar home systems for 300,000 
rural households. These were fully paid for by 
the government and installed on the roofs of the 
houses. But after one year only 20 per cent of the 
systems were operating. It was not a cost or fi nance 
problem. The problem lay in the fact that there was 
no maintenance, no repair, no skilled electrician or 
mechanic in the area who had the knowledge to 
repair and maintain those systems. So when we 
talk about technology adoption, fi nance is a 
very important barrier but equally important 
are skills, training and capacity building.
  In a similar Solar PV project in Sri Lanka 
however, the government subsidized 80 per cent 
of the cost while 20 per cent of the cost was borne 
by the end-user. The end-user had a spectrum of 
PV suppliers to choose from with his 20 per cent. 
This generated healthy competition among these 
providers to offer best service standards to attract 
the consumers; costs came down and overall, the 
project was a success.
  One of the reasons that the Thai model 
failed was that there were no markets at the 
point of the use of the product. There was no 
buyer, no seller, no branding and hence no 
pressure to maintain reputations. Not only 
is local skill building to manage higher end 
technologies important, but also at the heart 
of it, the presence of markets.57 

WHAT CAN INDIA DO?

Financing for green technology must not be 
treated as donor fl ows—this is an obligation 
under the Climate Convention. For a long 
term transition of developing countries to 
green technologies, capacity in developing 
countries in terms of technology, human 
resources and institutional capacity will 
have to be built. India needs to take the lead 

56 Thai model referred to by Martin Krause and Sri 
Lankan model mentioned by Ajay Mathur.

57 Ajay Mathur
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in thinking about how to actually manage these 
fi nances rather than have them fall into the 
pattern of ‘donor activity’ which has not been 
successful in building capacity in any meaningful 
way.58 

India’s national goals should consist of: 

Policies and regulations to reduce risk • 
and incentivize early adoption of green 
technologies
Fiscal incentives to promote clean energy• 

Options for India59

So the options for India are to:

1. Adopt readily available mature green 
technology which focuses on energy 
effi ciency. There are incremental costs of 
adopting these technologies which have to 
be borne. Incremental costs will fall with 
time as there is large scale adoption but initial 
costs will be large. 

   The costs of technology go down 
through R&D and through deployment. 
For a given technology there is a certain 
reduction in the cost with increased 
deployment; there would be somewhere 
between 10-20 per cent reduction for every 
doubling of global deployment. So, if 100 
MW of solar power are deployed, in the next 
100 MW, one would witness a 10 per cent 
reduction in cost and in the next 200 another 
10 per cent and so in the next 400 by geometric 
progression. It is extremely important to get 
greater deployment in the market to reduce 
the cost of the technologies and that itself 
will make a difference in the fi nancing fl ows 
that is needed. One must understand that 
there is a direct correlation between 
level of global deployment and costs 
and that has to be a part of the thinking 
in the negotiations. So there is a clear 
correlation between ‘Annexe 1’ actions 

58 Ambuj Sagar
59 Ajay Mathur

and the level of fi nancing that will be 
needed. 60

2. Adaptation of existing technologies to develop 
products appropriate (in terms of ability 
to pay, performance requirements and 
raw material suitability) for India. The 
technology needs to be affordable, the raw 
materials need to be available and cheap and 
also the product specifi cations have to suit 
the tastes and needs of Indians. So from the 
menu of clean technologies available India 
needs to choose those that it can tweak to 
suit its unique set of needs within its unique 
set of constraints. 

3. Research & development: Inviting research 
on new products, based on emerging 
technologies which are perfectly suited to 
India does not always produce the desired 
response. For instance, about a year ago the 
Ministry of Power brought out a scheme for 
decentralized distributed generation based on 
solar power stating that if anybody sets up a 
DDG plant based on clean technology, which 
is not connected to the grid, the ministry 
would subsidize the capital cost up to 90 per 
cent while the entrepreneur could recover 
operating costs from the proceeds from 
selling the power. There were no applicants 
who were willing to try out the idea because 
unlike existing options in DDG fuelled by 
diesel, power fuelled by solar technology 
would cost Rs 5 per KWH and the rural 
market would have no takers for power at that 
price. What is more suitable for rural India is 
biomass technology and not solar power. 

   Technologies that are needed in develop-
ing countries are not likely to be developed 
by global technology markets. There is a 
need for thinking about fi nancing R&D 
that is relevant to developing countries 
which is, outside the standard publicly 
fi nanced R&D that is happening in 
Annexe I countries.61 

60 Ambuj Sagar
61 Ambuj Sagar



Climate Change Financing

30

4. All these options increase short term costs; 
how should the global burden of costs be 
shared? See Sessions 1 and 4 for discussion 
on these aspects.

National Mission on Enhanced 
Energy Efficiency and National 
Solar Mission: Alternate Financing 
Models62

India needs to cover within domestic cost, 
the most cost effective mitigation options 
using public money to remove the kinds 
of barriers that prevent the negative cost 
options (ref: McKinsey Abatement Cost 
Curves) from coming into the market.63 
The National Mission on Enhanced Energy 
Effi ciency is using the Rs 270 crore at its disposal 
to remove barriers to technology adoption. 

The National Solar Mission, which pushed 
for very large subsidies, actually did not fl y 
because there is a limit to how much subsidy the 
government could provide. Therefore what has 
been put out is a very interesting model in which 
the government buys a MW of solar power at 
Rs 18 per KWH along with one MW of cheap 
and effi cient coal power (Rs 2 per KWH) and 
sells it as a bundle at Rs 5 per KWH. So the 
government was able to make the deal for selling 
solar power more attractive by selling cheaper 
coal power with it without subsidies. Such 
innovations give out a very strong signal 
to the international community that India 
is willing to think out of the box but there 
is a limit to this and if ‘you want us to do 
much more solar power, then international 
support would be required’.64 

There is a need to be clear about the purpose 
of the Solar Mission. Is it meant to address the:

62 Ambuj Sagar
63 Ajay Mathur’s response to Chaitanya Prasad’s query 

on ‘where India should spend its own money and where 
it should seek fi nancing options in green technology 
options’. 

64 Ajay Mathur

Climate problem• 
Energy problem• 
Technology policy problem• 

One can go into solar power generation only 
in a limited manner because cost reductions 
will not occur without large increases in global 
deployment of the technology. So India cannot 
solve its energy problems with solar power. It 
can have gains from being a participant in global 
markets on solar power in the future which can be 
an outcome of a climate policy or a technology 
policy but not an energy policy. 

Local Adaptation of Global 
Technology65

Pan-India adaptation of a global technology to 
the local need gap, ability to pay and performance 
standards expected is a proven method for being 
able to gain large volumes and reduce costs. 
A good example would be the Nokia mobile 
phone which is available at Rs 1100 on a low cost 
platform. The handsets that range up to Rs 7000 
to Rs 8000 are also on the same platform except 
that there are more and more features. For most 
technology products a platform based approach 
that is locally modifi ed to suit the market it is 
serving is an extremely successful tool. 

Tax incentives may also be used as a tool, not 
to make products more affordable but to signal to 
the retail fl oor the direction in which the initial 
market should move.66 

Tackling the Rules of the Game67

Initially India was under international pressure 
to adopt supercritical technology in power 
generation and claim CDM benefi ts. By the 
time it was ready to launch the ultra mega power 
projects, the international mood had changed. The 

65 Ajay Mathur
66 Question raised by one of the participants 

(unidentifi ed) and clarifi ed by Ajay Mathur.
67 Query raised by Sudhakar Shukla and addressed by 

Ambuj Sagar.
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pressure was now on to adopt CCS. The route to 
CCS is through Integrated Drying Gasifi cation 
Combined Cycle (IDCC). It is well known that 
CCS has not been adopted by any country in 
the world except by way of demonstration cases. 
IDCC is only possible with Australian or South 
African coal and not Indian coal. So India has 
serious obstacles to adopting these technologies 
even if it wants to. 

India must be creative in tackling these changes 
in the direction of international negotiations. 
India may offer to adopt IDCC as long as it get 
credits and the ‘Annexe 1’ countries are willing 
to meet the incremental costs, bear the technical 
risks, and come up with a technological solution 
that will work with Indian coal. Till such time 
that these solutions emerge, the ‘Annexe 1’ 
negotiators should be willing to fi nance India’s 
ultra mega power projects which are based on 
super-critical technology and have enhanced 
effi ciency over existing options. In this way India 
can put out solutions that adapt to the rules of 
the game without taking on the technical risks 
or the extra-economic costs.

Climate Innovation Centres68

India has proposed a network of climate 
innovation centres where communities of 
buyers and sellers of green technologies can 

68 The CICs were mentioned by Ajay Mathur and 
elaborated upon later by Ambuj Sagar.

converge. Say, producers of biomass-based 
small electricity generation systems converge 
with potential buyers and get a sense of the 
performance they want and the price they want 
it at. The climate innovation centres could 
also bring together technology developers, 
private sector, universities and research 
institutions to create roadmaps to fi nance 
these green options. Once the technology 
is ready, policy formulators and market 
regulators can pitch in to make sure that 
the market conditions are conducive to the 
acceptance, success, and sustainability of 
the technology option.

These centres are specifi cally designed to take 
certain problems, think about barriers and put 
in place the processes necessary to overcome 
these barriers; and in the meanwhile build local 
capacity for the longer term. The real strength 
of the innovation centres approach lies in the 
fact that is that it goes beyond outdated and 
outmoded view of technology transfer. 
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FINANCING OPTIONS THAT 
MAY BE PRESENTED AT 
COPENHAGEN69

Financing has been included in the Bali Action 
Plan as one of the four ‘pillars’ of a post-2012 
climate framework. Financial support is key for 
leveraging NAMAs by developing countries 
and meeting their requirements of adaptation, 
technology, and capacity building. The differing 
views on fi nancial support have been debated in 
the form of a dedicated stream in negotiations in 
a specifi c fi nance contact group in UNFCCC as 
also the MEF, G8 and G20. 

The negotiations have revolved around 
UNFCCC process. The two main fi nancing 
challenges are:70

How to generate the scale of funds • 
required?

69 Simon Billett 
70 The prominent concerns in the discussions are 

available in Annexe 6.

How to manage, disburse and monitor • 
these funds?

One signifi cant concern is that of direct 
access within a country-driven approach 
where there is space for countries to access 
fi nances sans layers of bureaucracy and 
other criteria. 

There have been three main negotiating 
sessions in the last two months (for details see 
Annexe 6). There were four main proposals on 
the management, disbursal and monitoring of 
funds from US, Mexico, EU and G77 proposals. 
Barcelona just two weeks ago began work to 
consolidate these four options into a single 
outcome for Copenhagen. 

The US Proposal

The fi rst of the major proposals, presented by the 
US, was endorsed by the Japanese delegation in 
the Barcelona session (for the US Proposal see 
Annexe 6). According to the US Proposal:

Session 6

Emerging Issues and Debates around
Climate Change Financing and

Implications for India 

Presenter:  SIMON BILLETT, Climate Policy Specialist, UNDP New York (for profi le see Annexe 
1, for presentation see Annexe 6)

Discussants:  PREETI SONI, Head, Energy and Environment, UNDP India (for profi le see 
Annexe 1)

 MUKUL SANWAL, Associated with South Centre, Geneva (for profi le see Annexe 1)
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All parties will be contributing to a fund • 
(excluding least developing countries) ‘in line 
with capabilities’. A number of developing 
countries’ parties have expressed concern that 
they may end up having to commit resources 
rather than receiving.
There will be an annual system through which • 
the countries will pledge money, which would 
then be dispersed through grants, concessional 
loans private fi nancing and so on.
The funds would be managed through the • 
Global Environment Facility (GEF) for 
capacity building and the Global Fund for 
Environment (GFE) which will be managed 
by a governing body comprised of all 
stakeholders and countries. This global fund 
will have a number of windows and will be 
housed by the World Bank as its trustee.
There would be a role for bilaterals and • 
existing channels that are enshrined in 
UNFCCC text. To coordinate these 3 lines 
of funding, there would be a matchmaker 
entity provisionally housed in UNFCCC 
Secretariat. Countries can approach this body 
with their needs and be matched with the 
appropriate funding. 

The Mexican Proposal

All countries contribute, excluding least • 
developed countries. Instead of ‘in line 
with capabilities’, Mexico proposes that 
contributions be calculated through a formula 
which is either based on aggregate national 
emissions (which imply that India would 
have to make substantive contribution) or 
per capita emissions (India would, in that 
event have to contribute signifi cantly less). 
As a provision, ‘Annexe 1’ parties could only • 
access 50 per cent of what they put in. This 
would ensure that there was in fact a net 
north–south transfer.
In terms of architecture COP would decide • 
on policies, criteria and priorities. 
There would be equal representation across • 
country groupings in the governing body.

The Green Fund would be a multi-• 
stakeholder body housed in an existing 
international fi nancial institution which 
would use multiple windows to disburse.
It still needs to be resolved as to which fi nancial • 
institution will take on this responsibility or 
how it will be selected and also how existing 
channels including the GEF would function 
in relation to the Green Fund. 

The EU Proposal 

All countries excluding least developed • 
countries contributing according to a 
formula. 
GEF will continue as the fi nancial mechanism • 
through which funds are dispersed under 
COP.
Additional fi nancing may be channelled • 
through existing institutions, the UN, 
international fi nancial institutions and 
bilateral agencies and those will not be under 
COP jurisdiction.
The rationale presented is that bringing fund • 
under COP creates added delays. 
Like the US proposal, there would be a • 
matchmaker to help countries to access the 
funding that they required. 
The bilaterals in this plan have a role to play • 
and this is refl ected in the fact that the UK 
government would prefer using the DFID 
and the German government is likely to 
prefer GTZ rather than a big overarching 
structure.

The G77 Proposal

Generation of funds is only from ‘Annexe 1’ • 
parties at the rate of 1 per cent to 1.5 per cent 
of the ‘Annexe 1’ GDP.  That gives a concrete 
fi gure unlike the other proposals.
There could be some supplementation to • 
that through levies on aviation mechanisms 
etc. 
All of the funding under this proposal would • 
be under the governance of COP, which will 
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have a new executive board that will manage 
those funds. 
There is a possibility of having a trustee • 
that will be selected through a competitive 
bidding process and not pre-selected through 
endorsement unlike the US proposal.
Funds are almost directly disbursed from the • 
Executive Board to National Coordinating 
Bodies which are responsible for nationally 
distributing funds. This refl ects G77 preference 
for stronger direct access provisions. 

The French Proposal (New)

A Climate Justice Fund, which would be • 
specifi cally for countries that do not benefi t 
from market mechanisms in CDM—India, 
China, Brazil and Indonesia benefi t very 
much from those mechanisms. It is yet to be 
seen how this fund would fi nd favour with 
larger middle income economies. 
The fund would be solely for renewable • 
energy and would be funded through a tax 
on international fi nancial transactions.

AREAS OF DEBATE AND 
DISCUSSION AT COPENHAGEN

The pre-Copenhagen meetings in November 
2009 have been able to consolidate elements 
of the four proposals of the US, EU, Mexico 
and G77 into a text that may be included in a 
declaration in Copenhagen.

General areas of agreement (for detailed list 
see Annexe 6):

There seem to be an agreement on the need • 
to signifi cantly upscale the fi nancial resources. 
There is a general agreement on the need to 
shift from project to programmatic funding. 
It seems unlikely that donors would agree • 
to commit signifi cant resources unless the 
‘architecture’ (i.e. how the resources will be 
managed and disbursed) is agreed fi rst.
There seem to be a convergence on the • 
idea of creating a new Fund with multiple 

windows, governed by a multi-stakeholder 
panel under the COP. Bilateral transfers are, 
however likely to continue.71 (This aspect has 
been contested at the Barcelona session72)
There seems to be an agreement on the need • 
of some kind of ‘matching entity’ under the 
UNFCCC to match the fl ow of resources 
from various channels,73 even if the G77 seems 
cautious on that, afraid that this will add more 
bureaucracy and potential conditionality. 74

Areas open to debate and discussion (for 
detailed list see Annexe 6):

Who should contribute and how resources • 
should be distributed remain areas of great 
division.
There is still general disagreement on where • 
the new fund/resources should be housed, 
whether there should be a single or multiple 
trustees, and the role of COP in governing.
In terms of generation of resources, the • 
Russian delegation is unlikely to approve 
the idea of an assessed contribution, as has 
been their continued stand. Along the lines 
of the US and Mexican proposals Russia also 
prefers pledging on an annual basis rather 
than having pre-determined criteria. 
In terms of the architecture, the role of • 
COP needs deliberation. Some countries 
want a powerful COP while others do not, 
depending on their interests. 
A key concern of developing countries • 
is a balanced governance structure. The 
Adaptation Fund is a good example of what 
a more balanced governance structure could 
look like.75 
Developed countries have shown an • 
inclination towards systems and institutions 
that can maintain a high level of fi duciary 
standards and accountability. India, China and 
other big countries may agree with that but 

71 Simon Billett
72 Chaitanya Prasad
73 Simon Billett
74 Chaitanya Prasad
75 Martin Krause
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there are many other countries which may 
have reservations on meeting the national 
institutional standards required.76

Questions that remain unanswered:

How will this new architecture relate to the • 
Kyoto protocols adaptation fund?
Is there going to be duplication? • 
Will that fund be subsumed into this? • 

Comment77: Proposals that have come up do not 
clearly show how they will cater to the requirements 
of the Convention. Proposals cite sources of funds 
as ‘all countries except LDCs’. The Convention on 
the other hand assigns responsibility on developed 
country parties.
  In line with the spirit of the existing convention, 
developing countries speak of balanced and equitable 
representation where all parties have the same voice 
to vote. This has not found favour with developed 
countries who propose equal representation of 
various groups and countries.
  As far as institutional structure is concerned, the 
G77, China and developing countries have expressed 
disagreement with continuance of the existing 
institutions as the only source of fi nancing as they are 
donor driven and conditionalities attached to fund 
transfers through existing FIs do not fi nd a place in 
the Convention. 

POSSIBLE SCENARIOS AT 
COPENHAGEN

Fund generation in terms of ‘who will pay, • 
how much and on what basis?’ is an extremely 
contentious issue. COP at Copenhagen may 
fi nd it very diffi cult to come to a consensual 
agreement on these questions.
Architecture of how the funds may be • 
governed is comparatively less political and 
tentative ideas have begun to form around 
some kind of agreement there. But given that 
there is no agreement seen to be emerging 
on quantum of funds an agreement on how 

76 Martin Krause
77 Chaitanya Prasad 

it is to be governed may not be meaningful. 
Considering the uncertainty surrounding the • 
possible outcomes of Copenhagen, it is likely 
that interim arrangements will be proposed 
and discussed. At the moment the proposal 
on the table is for a ‘fast-track’ fi nancing 
(between USD 7.5-10.5 billion78) to cover 
the period 2010-12 and to test the post-2012 
fi nancial architecture. 
It is still unclear how the governance of these • 
resources will be ensured, even though the 
use of existing channels (IFIs, GEF) is likely. 
There is no clarity yet on what the funds will 
be used for. 
An important element to be taken into • 
consideration is the fact that often ‘interim 
arrangements’ become permanent arrangements. 
It is shared opinion that those arrangements 
and their medium/long term implications be 
carefully assessed and negotiated before being 
agreed.79 

It was felt that a comprehensive legal framework 
is unlikely to emerge from Copenhagen to 
seriously bind countries to their commitments 
on contributing to climate change fi nancing. In 
that scenario any new fi nancing architecture or 
notional fund that may perhaps be agreed upon 
should not be greeted with excessive optimism 
as a major milestone. Without any agreement on 
actual quantum of funds (who, how and on what 
basis) and a legal framework to back it, a new 
governing mechanism may not have the capacity 
to produce concrete outcomes.80 

The challenge is that the US and the EU are 
yet to make any fi rm commitments to contribute. 
Since the US has not yet sought approval from 
its political apparatus, it is still some distance 
from making such commitments. On the other 
hand, the EU has made some commitment 
which is conditional upon contribution from 
the US. This may prevent the emergence of any 

78 The EU has already committed US$ 750-3.12 
billion.

79 Martin Krause, Mukul Sanwal, Preeti Soni
80 Martin Krause
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interim arrangement at Copenhagen81 In this 
context it is still to be seen how at the end of 
the elaborate negotiation substantial amounts 
of public fi nance would be forthcoming. The 
key challenge is, if by 2020 the world needs at 
least USD 100 billion to manage its climate 
challenge while the interim funds in the range 
of USD 10-12 billion are available. How to 
bridge the gap and scale up in the longer term 
remains an open question.82 

Donor countries do not want to discuss 
numbers (how much money is there on the 
table) with no architecture (how this money is to 
be managed and disbursed) because they do not 
know where their money is going. There has to 
be some resolution of this concern before there 
is substantive progress.83

KEY QUESTIONS FOR INDIA

The strategic questions for the Ministry for 
Finance, India are: 

What are the implications for India in the • 
long run if India becomes a contributor?
What are the implications if there are • 
restrictions on the money to be used for 
LDCs or vulnerable countries? 
If the rules of the game change, what does it • 
mean for India down the line? 
How can India shape the rules of the game to • 
suit its interests?84 

The proposal that the US has for using a 
system of multi-year replenishments would 
clearly allow for the amount of contributions 
from India to change as the years passed whereas 
there are other proposals for fi xed contribution 
or no contribution from India. That also brings 
the question of how long is this architecture 
designed for? Is it going to be running for 

81 Chaitanya Prasad
82 Alok Sheel 
83 Simon Billett clarifying points raised by Chaitanya 

Prasad and Alok Sheel.
84 Mukul Sanwal

ever or it will run till 2020 - there has been no 
discussion of that.85

Will India really be required to contribute? • 
All the developed countries’ proposals suggest 
‘yes’ and the G77 proposals suggest ‘no’— a 
dichotomy which is going to be very diffi cult 
to resolve.
If India were to contribute, how would that • 
relate to its negotiating stance of common 
but differentiated responsibility? 
In terms of architecture, India is seen as a • 
country which is able to handle fi nancing 
independently at a signifi cant scale. That 
would favour the use of far more direct access 
provisions.
It is unclear if other developing countries and • 
smaller island states feel that way about direct 
access or whether they will need assistance.
How would the balance within the G77 • 
group play out? 86 

The key issue is that all proposals lack 
signifi cant detail on how the funds will be 
disbursed, precise government arrangements, 
verifi cation and monitoring. It remains uncertain 
whether it is appropriate to agree to a signifi cant 
new fi nancial architecture with those details 
not currently available. This is refl ected in the 
Indian supported G77 proposal to have a bidding 
process for more competitive selection when 
more details are available and when proposals 
can be fully compared. 

It is important for India to look at international • 
fi nancing mechanisms to see how they can 
be translated at the national as well as the 
local levels.
What are the kinds of national instruments • 
that will be used to domestically fund 
NAMAs? Perhaps India could develop a 
sectoral fund at the local or national level for 
addressing climate change and that could be 
India’s contribution in the long run. 

85 Simon Billett
86 All these points were made by Simon Billett.
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How would the action be taken at the state, • 
district and sub-district levels?
If India is going to fund the NAPCC • 
domestically what is the link between 
international fi nancing coming in and 
national fi nancing going to be? 
How to utilize these funds where they are • 
actually needed? Does India focus on smaller 
scale projects or the larger scale? Small 
adaptation projects are equally important 
both from climate change perspective as well 
as from the development perspective.87 

INDIA’S ASSESSMENT OF THE 
PROPOSALS 

The actions of developing countries are on the 
agenda for discussion at Copenhagen for the fi rst 
time since 1992. The G77 needs to appreciate this 
and take a fresh look at its thinking in the last 15 
years.88 It is agreed that while the G77 proposal 
lays emphasis on transparency and equity the 
other proposals are focussing on certainty and 
timeliness within which the structure of the 
architecture may be developed. MEA can play 
a stronger role in analysing these proposals and 
their merits and come up with more proactive 
proposals from India89. India may be in a position 
to offer more innovative solutions in areas of 
persisting disagreement. 

Irrespective of what emerges from the • 
Copenhagen Summit, India could continue 
work on refi ning more innovative proposals in 
fi nancing which may be presented in Mexico 
next year such that political compulsions 
do not override climate objectives of the 
negotiations. 
India could work on alternatives that aim • 
at reducing uncertainties, minimizing 
transaction costs and safeguarding against 
market biases. 90

87 All these points were made by Preeti Soni.
88 Mukul Sanwal
89 Preeti Soni
90 Preeti Soni

India may suggest that if the provision of new • 
funds or criteria for creating new funds are 
not based on equity issues, there should be 
an ‘opt out’ provision. India should be able 
to opt for being neither a contributor nor a 
benefi ciary if that makes sense for India in 
the long run.91 
While the proposals talk of new mechanisms • 
and sources of funding, the modalities of how 
these mechanisms are going to function are 
not unambiguously spelt out yet. For India 
to assess accurately how the new mechanisms 
will play out for India, a greater level of detail 
will be required in terms of modalities which 
it can propose at the negotiating table92. 
The present proposals do not appear to have • 
taken into consideration two specifi c articles 
of the Convention93: 

Article 11.1 talks about public funding, • 
the GEF, grant in concessional basis.
Article 11.5 mentions other resources • 
which could be bilateral or the private 
sector. 
If the architecture is envisaged to include • 
private and public sector stakeholders 
then perhaps India could suggest two sets 
of institutions: the existing one dealing 
with the public fi nances and another 
for the private sector fi nances. Where is 
the balance of advantage for India? India 
should go beyond the current focus on 
public funds, to look at shaping private 
fl ows.

India could put technology and adaptation • 
as key elements of learning experiences 
and propose that while the governance 
architecture of fi nancing is being negotiated, 
countries in the meanwhile should look at 
some of the technology and adaptation issues 
which have been neglected and include them 
in the interim architecture.94

91 Mukul Sanwal
92 Preeti Soni
93 Mukul Sanwal
94 Mukul Sanwal
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While organizing this workshop, we had in mind 
some very specifi c objectives. These included inter 
alia, understanding the background and status of the 
negotiations on climate change and the important 
topic of climate change fi nancing, nuances of proposals 
fl oated by other countries on climate change fi nancing, 
implications for India and the overall objectives of 
building capacity in the government to understand 
these issues, appreciate and debate on them and take 
informed decisions, when the time comes, on this 
complex issue.

We are all aware that developing countries are faced 
with the challenge of sustaining the economic growth 
and at the same time pursuing social and economic 
development along with poverty eradication while 
dealing with the threat of climate change. In the various 
presentations and discussions, the overriding message 
seems to be that while we need to remember that the 
historical responsibility for climate change rests with 
developed countries, at the same time, the need for 
following a climate-smart pattern of developing cannot 
be denied. Navroz Dubash, Mukul Sanwal and Sunita 
Narain gave us interesting perspectives on this score. 

Prodipto Ghosh and JM Mauskar anchored the 
discussions within the framework of the Convention 
and highlighted the position of the country within 
this framework regarding the subject of climate change 
fi nancing. 

Martin Krause gave an excellent presentation, 
in which he illustrated graphically and concisely, the 
rationale, mechanism and instruments of climate change 
fi nancing. He generated a lot of debate on the strategy 
to be pursued with respect to the negative, low-cost and 
high-cost options. 

A Damodaran put forth relevant perspectives on 

fi nancing for mitigation and adaptation and how 
mitigation has co-benefi ts in terms of savings on 
adaptation and the fact that private investment would 
be more forthcoming in mitigation than in adaptation, 
which would be more likely to be dependent on public 
fi nance resources. Damodaran expressed views on the 
way the carbon markets exist and the fact that they are 
not very effi cient, prices are too low, and price discovery 
is poor. The issues that he raised on the right price for 
CDM are pointers for pursuing solutions to improve 
and regulate this market with a view to make these 
markets work more effectively in this circumstance. 
Shirish Sinha presented the issues related to fi nancing 
from the civil society perspective and highlighted the 
need for innovative instruments.

Ajay Mathur highlighted the liability aspect of 
CCS technology and the importance of acceleration 
of technology adoption and implication of the costs on 
the pace of this acceleration including barriers to this 
acceleration that could come from policy, information 
and technology. He also adequately expressed fi nancing 
needs for this technology acceleration. 

Ambuj Sagar on the other hand rightly emphasized 
the importance of the economic and technological 
appropriateness and the human and institutional 
capacity for imbibing these technologies. The importance 
of greater deployment of the technology in the market 
to bring down the fi nancial cost as well as fi nancing 
R&D in developing countries was highlighted. 

The importance of capturing the negative cost 
options, ‘low hanging fruit’ was repeatedly emphasized 
not by one but by no less than three people—Sunita, 
Damodaran, and Ajay Mathur—and this presents 
itself as a good and pragmatic strategy to follow. 

In the fi nal session of the day, we got a lucid 

Closing Session
Speech by LM Vas
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presentation by Simon Billett summing up the 
emerging new issues and debates around the CCF 
from the perspective of the negotiations starting from the 
Bangkok COP in October 09 through Barcelona and 
the pre-COP in December 09 and the architectural 
implications of the various proposals for India which 
are mooted by different countries including the US, 
Mexico, the EU, G77 and the emerging French 
proposal. There are a lot of issues that remain as we 
saw in the presentation, particularly the annual versus 
the assured contribution issue, role of COP and who 
should contribute. The outlook for Copenhagen and 
beyond was quite well brought out. 

They say that the devil lies in the detail. In this 
complex and potentially controversial subject, there 
would appear to be no devil as there is no detail! So 
we should wait for that whenever it comes and Preeti 
made a very good point that because no decision may 
be forthcoming in Copenhagen on CCF we still do 
have a year to fi rm up and formulate what could be 
our views and how could we utilize the existing and 
interim mechanism. 

Important issues were thrown up again in the end by 
Mukul Sanwal, particularly on what the implications  
will be for the Finance Ministry in shaping the private 

fl ows besides public fi nance given the provisions of 
Article 11.4 and 11.5 and how to use the interim 
architecture which could fi nally and ultimately become 
the fi nal architecture. 

According to the estimates for climate change 
fi nance, I think the quantum is quite mind boggling 
and whatever the quantum, I think the important 
points here are that ultimately these fl ows are donor 
fl ows, we have to concentrate on our ability to manage 
them and recognize the fact that ultimately, as Sunita 
succinctly put it, these are economic and not ecological 
negotiations. 

These would be some of the important take-aways 
from this workshop and at the end of the day I would 
think that the objectives laid for by ourselves in 
organizing this workshop have been largely achieved. 
We are grateful to all the participants and discussants for 
their thought-provoking presentations and observations, 
thanks to the participants who sat through the day, 
made very interesting interventions which again fuelled 
the discussions on various subjects. 

Thanks again to our co-host UNDP for putting 
together a very pragmatic and purposeful agenda on 
which we have had very good discussions and this has 
been a very successful conclusion of this workshop. 
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Agenda for the Workshop
09:30 – 10:00 Registration
10:00 – 10:30 Session opening

Welcome : Ms. L M Vas, Additional Secretary (EA) Ministry of Finance, GoI - (5 mts)
Remarks:  Mr.  Patrice Coeur-Bizot, UN Resident Coordinator and UNDP  Resident Representative - (10 
mts)
Remarks: Mr.  Ashok Chawla,  Finance Secretary, Ministry of Finance, GoI - (10 mts) 
Agenda introduction : Dr. Alok Sheel, Joint Secretary (MR), Department of Economic Affairs, GoI - (5 mts)

10:30 – 11:20 Session 1: Climate Change Financing – Background, developments and current status, prevalent 
mechanisms – UNFCC, Kyoto Protocol, IPCC report etc including:

Issues related to public fi nance contribution by Annex-II countries and assessment of such contributions� 
Mechanisms to monitor delivery and dispensation of CC fi nance � 
How to ensure provision of resources for CCF that are additional, adequate, predictable� 

Presenter: Dr. Prodipto Ghosh, Distinguished Fellow, TERI
Discussant:  Dr. Navroz Dubash, Senior Fellow, Centre for Policy Research 

11:20 -11:30 Tea Break
11:30 – 12:20 Session 2: Climate Change Financing – Rationale, Mechanisms, Instruments 

Catalyzing capital for low carbon technologies and climate resilient development� 
Direct public and private investments� 
Preparing a low GHG and climate resilient strategies � 
Global Environment Facility (GEF)� 
Adaptation Funds (LDCF, SCCF, AF)� 
Kyoto Carbon Finance Instruments - Clean Development Mechanism (CDM)� 
REDD Facilities: UN-REDD, Forest Carbon Partnership Fund (FCPF)� 
Climate Investment Funds (CIF): Clean Technology Fund (CTF) & Strategic Climate Fund (SCF)� 
Other innovative instruments: Financing for local authorities � 

Presenter: Mr. Martin Krause, Team Leader, Climate, Environment, Energy – UNDP Regional Centre, 
Bangkok
Discussant: Mr. Mukul Sanwal, Associated with South Centre, Geneva

12:20 – 13:10  Session 3: Current thinking in India on Climate Change Financing 
Presenter: Mr. J M Mauskar, Additional Secretary, Ministry of Environment and Forests, GoI
Discussant: Ms. Sunita Narain, Director, Centre for Science and Environment  

13:10 – 14:00 Lunch break
14:00 – 14:50  Session 4: Environment Financing Architecture: Assessment of Financing Proposals for Climate 

Change Adaptation 
Presenter: Prof. A Damodaran, Indian Institute of Management, Bangalore
Discussant:  Mr. Shirish Sinha, Head, Climate Change and Energy, WWF India

14:50 – 15:40 Session 5:  Energy, Technology, and Climate 
Presenter:  Dr. Ajay Mathur, Director General, Bureau for Energy Effi ciency, Ministry of Power, GoI 
Discussant:  Prof. Ambuj Sagar, IIT, Delhi 

15:40 – 17:00 Session 6: Emerging new issues and debates around Climate Change Financing and implications 
for India 

Discussions on CC Financing in Bangkok, Barcelona and Copenhagen� 
G77 views� 
Mexican proposal� 
US proposal� 
EU proposal� 
Other proposals � 

Presenter: Mr. Simon Billett, Climate Policy Specialist, UNDP New York  
Discussants:  Dr. Preeti Soni, Head of Energy and Environment, UNDP India and Mr. Mukul Sanwal, 
Associated with South Centre, Geneva

17:00  Closing remarks
Department of Economic Affairs
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