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Area: Climate and Energy

Climate finance has been one of the most important
pillars of climate change negotiations. At the sixteenth
session of the Conference of the Parties (COP 16) to
the UNFCCC, Parities decided to establish a Green
Climate Fund (GCF), to be designated as an operating
entity of the financial mechanism of the Convention,
with arrangements to ensure that it is accountable
to and functions under the guidance of the COP, to
support projects, programmes, policies and other
activities in developing country Parties.

Although the scale of financing to be channelled
through the GCF is unclear, the GCF has been
conceived as the main international financing
mechanism to support developing countries in
addressing climate change. Parties approved the
Governing Instrument for the GCF at COP 17 and
endorsed the selection of South Korea as GCF host
country at COP 18. GCF aims to adopt a results-
based framework, a country-driven approach, and a
balanced support for adaptation and mitigation.
Among debates on many important issues, developing
and developed countries have fundamentally different
positions on the role of private finance in the GCF.
Developing countries conceive the GCF to be primarily
financed by new, additional, adequate and predictable
public funding, with only a supplementary role for
the private sector. They raise concerns about the
consistency of private investment with national
priorities and worry that private investment differs
from public investment in terms of objectives and
scope. By contrast, developed countries consider
mobilizing private finance as an essential function of
the GCF, in particular in times of fiscal austerity. The
private sector is seen to have significant financial
resources and high investment efficiency and be
capable of taking a core role in supporting the global
paradigm shift towards low-emission and climate-
resilient development pathways. To address the
concern of country ownership, the Private Sector
Facility (PSF) of the GCF would empower recipient
countries with de-facto veto power over private sector
activities that are inconsistent with national priorities
(Schalatek and Nakhooda, 2012).
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Divergence of the role of private finance can have
significant implications for many aspects of the GCF.
For example, it can influence the arrangements
between the GCF and the COP. For donor countries,
the GCF ought to be loosely tied with the COP,
because only limited public finance would be used
to catalyse private finance; whereas for recipient
countries, a close relationship should exist between
the two entities to ensure accountability and guidance.
The different position can also affect GCF’s choice
of business model, namely whether it would engage
in enhanced access model (i.e., having accredited
external funding entities or agencies, either national
or international, take funding decisions on behalf of
the GCF) or it would retain some funding decisions to
itself.

On 28 June, 2013, the GCF Board concluded its fourth
board meeting, at which Ms. Hela Cheikhrouhou,
Tunisia, was selected as the first Executive Director.
It was also decided at this meeting to set up three
structures under the PSF: an Advisory Group to
determine the terms of private sector engagement,
an Investment Committee to review investment
proposals and instruments, and a Risk Management
Committee to exert due diligence and manage risks.
In terms of financial instruments, a decision was taken
under the PSF that it will initially focus on grants
and concessional lending, and will employ other
instruments and modalities to its objectives as well.
However, it was not identified at this meeting what
other instruments and modalities would be. On the
issue of direct access, the GCF board will re-open the
discussion at its first meeting in 2014. Negotiations on
the design of the GCF are far from over. Key unsolved
issues (e.g., business model framework, access mode,
funding modalities, country ownership) will have to be
addressed over the course of 2013 and beyond before
its full operationalization.

Reference:
Schalatek and Nakhooda, 2012, The Green Climate Fund
<http://www.boell.org/downloads/CFF11_GCF.pdf>
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The term ‘Loss and damage’ refers to the residual
losses and damages associated with climate change
after all mitigation and adaptation activities are
implemented. Though the issue of loss and damage
received attention in the sixteenth session of the
Conference of Parties met in Cancun in 2010 leading
to its inclusion in Cancun Agreements, scientists have
far before warned the possibility for residual damages
from climate change. The Fourth Assessment Report
of the IPCC released in 2007 has clearly identified the
reasons why climate change adaptation, as we know
today, may fall short of expectations. Island countries
have expressed their concerns on residual losses and
damages as early as in 2000s.

Reasons for the residual loss and damage could
include the inability to implement adaptation actions
in the degree and time they are needed, policy
imperfections that may work counter to adaptation
practices, limited understanding on the effectiveness
of known options and inability of some adaptation
practices to last longer. Barriers such as limited
technical capacity to design and implement adaptation
projects, limited financing and limited adaptation
options further contribute to the problem.

The failure of adaptation practices can happen in all
developmental contexts. As evident from the literature
reviewed by the IPCC Fourth Assessment Report
and reports emerging from elsewhere, adaptation
practices could fail both in developed and developing
countries with higher degree in developing countries
due to underlying developmental and capacity factors.
Though our understanding on the future climate
impacts continue to emerge along with improving
climate predictions, scientists are certain that limits to
adapt continue to be an issue for years to come. The
greater recognition of residual losses raises several
important questions for different stakeholders involved
in climate change: how much more adaptation and
mitigation is needed to reduce the residual damages,
can hard-pushing the existing options will suffice or
there is a need for greater innovation (transformative
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Policy researcher (Climate Change Adaptation)
Natural Resources and Ecosystem Services Area

i Muneyuki Nakata

adaptation), to what extent overcoming the known
barriers to climate agenda will help and what does it
mean for communities and countries already at risk?
Submissions made to the Conference of Parties and
related discussions on the sidelines of these events
show clear division in how to address the loss and
damage. The Alliance of Small Island States (AOSIS)
and the group of Least Developing Countries have
proposed grater assistance from the developed
countries in the form of insurance mechanism. While
the United States of America seems to have opposed
to establishing an international financial mechanism
including insurance, countries such as Norway and
European Union states have proposed to invest more
in understanding the issue of loss and damage as a
first step to address the problem.

Taking the above paradigm into planning strategies is
vital for sustaining and improving adaptation efforts
at all levels. Recognizing the importance, the Cancun
Adaptation Framework has stressed for international
cooperation to understand and mitigate the loss and
damage associated with climate change particularly
to help the most vulnerable developing countries
and has decided to establish a work program on loss
and damage for enhancing the related work. The
work program mainly focuses on: 1) approaches to
measurement, 2) approaches to address the loss and
damage, and 3) role of the Convention. Further to
these efforts, the Conference of Parties that met at
the Doha Climate Change Conference has decided to
establish an international mechanism, in the form of
a network or forum, to address the loss and damage
and to prepare technical papers that identify gaps
in our understanding on non-economic losses and
gaps in institutional arrangements. The Conference
of Parties have also decided to organize an expert
meeting to understand and bridge gaps to address
slow onset disasters such as droughts and sea level
rise. It is hoped that these measures will lead to a
greater understanding on loss and damage resulting
reduction in the loss and damage in the long run.
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