“Fast-Start” Climate Funding ODA?


With governments tightening their coffers in the wake of the global financial crisis, development campaigners are calling for more transparency in the initial stages of climate change funding for developing countries. The campaigners say they want to ensure climate funding promises are over and above current development aid, rather than transferred from existing projects.

The finance of climate change mitigation and adaptation in developing countries is a key pillar in the climate negotiations. In the Copenhagen Accord, struck at December’s UN climate summit, developed countries agreed to provide poorer nations with “new and additional resources” of about US$30 billion for the 3-year period 2010-2012 to help them with climate change mitigation and adaptation. Also, the developed countries committed in Copenhagen to “a goal of mobilising jointly US$100 billion dollars a year by 2020 to address the needs of developing countries.”

But many questions on climate finance for the period 2010-2012, also called “fast-start” finance, have emerged recently. First of all, there are questions on whether fast-start funding will really be “new and additional” to the 0.7 percent of gross domestic product (GDP) development assistance goal that was set already in 1970 by the United Nations - only a handful of countries (Denmark, Luxembourg, Norway, the Netherlands, and Sweden) have since realised this goal. There are also questions over which funds count towards the fast-start finance and how much of this funding has been raised up until now.

Funding formula in question

The “additionality” aspect of the fast track finance has already come under pressure. After the recent economic crisis, some cash-strapped governments say they plan to divert some of the money from existing official development assistance (ODA) budgets rather than find new cash.

“There is a lot of slippery language around ‘new and additional’,” said Rob Bailey, a policy advisor on climate change for Oxfam. According to the Copenhagen Accord, “this funding will come from a wide variety of sources, public and private, bilateral and multilateral, including alternative sources of finance.”

Despite previously stating that the UK supports the additionality of climate finance to ODA, Ed Miliband, the UK’s energy and climate minister, told reporters last month there was “a pretty clear understanding” that fast-start funding would not be additional to ODA pledges after all. The British government now says it will provide “some climate finance” on top of its 0.7 percent international development commitment - but only from 2013.

Meanwhile, poorer nations say that fast-start climate funding should come in addition to other development aid because climate change is adding to the human and financial cost of disasters, and making their social and economic development more expensive.

Bill Gates has warned that climate change finance should not be diverted from other development priorities. And Quamrul Chowdhury, a negotiator for Bangladesh at the UN climate talks, says using climate finance to fulfil development aid promises will be damaging to his country, which is already struggling to cope with rising sea levels and frequent floods.

“If [fast-start funding] is not new and additional, and it is not over and above ODA, our whole development will be paralysed, and how can [we meet] our goals for anti-poverty, education and healthcare programmes?” Chowdhury said.

Funds already raised

On the question of how much fast-start funding has been raised up until now, donors have announced nearly US$24 billion in fast-start funds by the beginning of March, plus US$3.5 billion for the forest preservation scheme REDD .

The European Union plans to report on its member states’ fast-start funding before the next round of climate talks taking place in Bonn in June, although countries have yet to agree a common definition. The bloc has promised €2.4 billion (US$3.2 billion) each year from 2010-2012, which will be distributed “alongside contributions by other key players.” But it is not yet clear whether this language means it will only happen if other key players also contribute.

Meanwhile, at least one such a key player - the US - has indicated that it will potentially cut off its fast-start flow to some developing countries that have not associated with the Copenhagen Accord.

There are several funds with ownership by developing countries that stand ready to put fast-start funds to immediate use: the UNFCCC’s Least Developed Countries Fund and Special Climate Change Fund, and the Kyoto Protocol’s Adaptation Fund.

