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CHAPTER

he past two decades have seen

the creation and evolution of an

international climate regime, with

the United Nations Framework
Convention on Climate Change (UNFCCC)
and the Kyoto Protocol as the main pillars
(box 5.1). Kyoto set binding international
limits on the greenhouse gas emissions of
developed countries. It created a carbon
market to drive private investment and
lower the cost of emission reductions. And
it prompted countries to prepare national
climate-change strategies.

But the existing global regime has major
limitations. It has failed to substantially
curb emissions, which have increased by
25 percent since Kyoto was negotiated.'
It has delivered only very limited support
to developing countries. Its Clean Devel-
opment Mechanism (CDM) has so far
brought little transformational change in
countries’ overall development strategies
(see chapter 6 on the strengths and weak-
nesses of the CDM). The Global Environ-
ment Facility has invested $2.7 billion in
climate projects,” well short of the flows

Key messages

A global problem on the scale of climate change requires international coordination. Neverthe-
less, implementation depends on actions within countries. Therefore, an effective international
climate regime must integrate development concerns, breaking free of the environment-versus-
equity dichotomy. A multitrack framework for climate action, with different goals or policies for
developed countries and developing countries, may be one way to move forward; this framework
would need to consider the process for defining and measuring success. The international
climate regime will also need to support the integration of adaptation into development.

Integrating Development into
the Global Climate Regime

needed. The global regime has so far failed
to spur countries to cooperate on research
and development or to mobilize signifi-
cant funding for the technology transfer
and deployment needed for low-carbon
development (see chapter 7). Aside from
encouraging poor countries to prepare
National Adaptation Programs of Action,
it has delivered little concrete support for
adaptation efforts. And the Adaptation
Fund, slow to get started, falls far short of
the projected needs (see chapter 6).

In 2007 the Bali Action Plan launched
negotiations to achieve an “agreed out-
come” during the UNFCCC 15th ses-
sion in Copenhagen in 2009. These
negotiations present an opportunity to
strengthen the climate regime and address
its shortcomings.

Building the climate regime:
Transcending the tensions between
climate and development®
If we are to meaningfully address climate
change, there is no option but to integrate
development concerns and climate change.
The climate problem arises from the joint
evolution of economic growth and green-
house gas emissions. An effective regime
must thus provide the incentives to recon-
sider trajectories of industrialization and
unravel the ties that have bound develop-
ment to carbon. However, for ethical and
practical reasons, this rethinking must
include meeting development aspirations
and forging an equitable climate regime.
Until recently, climate change was not
seen as an opportunity to rethink industrial
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BOX 5.1

The United Nations Framework Con-
vention on Climate Change (UNFCCC),
which was adopted in 1992 and entered
into force in 1994, set an ultimate objec-
tive of stabilizing atmospheric concen-
trations of greenhouse gases at levels
that would prevent “dangerous” human
interference with the climate system. It
divided countries into three main groups
with different types of commitments:

Annex | parties include the industrial
countries that were members of the OECD
(Organisation for Economic Co-operation
and Development) in 1992, plus countries
with economies in transition (the EIT Par-
ties), including the Russian Federation, the
Baltic states, and several Central and East-
ern European states. They commit to adopt
climate-change policies and measures with
the aim of reducing their greenhouse gas
emissions to 1990 levels by the year 2000.

Annex Il parties consist of the OECD
members of Annex |, but not the EIT Par-
ties. They are required to provide financial
resources to enable developing coun-
tries to undertake emissions reduction
activities under the UNFCCC and to help
them adapt to adverse effects of climate
change. In addition, they have to “take all
practicable steps” to promote the devel-
opment and transfer of environmentally
friendly technologies to EIT parties and
developing countries.

Non-Annex | parties are mostly devel-
oping countries. They undertake general
obligations to formulate and implement
national programs on mitigation and
adaptation.

The ultimate decision-making body
of the convention is its Conference of

The climate regime today

the Parties, which meets every year

and reviews the implementation of the
convention, adopts decisions to further
develop the convention'’s rules, and nego-
tiates substantive new commitments.

The Kyoto Protocol supplements and
strengthens the convention. Adopted in
1997, it entered into force in February 2005,
with 184 parties as of January 14, 2009.

At the heart of the protocol lie its
legally binding emissions targets for
Annex | parties, which have individual
emissions targets, decided in Kyoto after
intensive negotiation.

In addition to emissions targets for
Annex | parties, the Kyoto Protocol con-
tains a set of general commitments (mir-
roring those in the UNFCCC) that apply to
all parties, such as

- Taking steps to improve the quality of
emissions data,

+ Mounting national mitigation and
adaptation programs,

+ Promoting environmentally friendly
technology transfer,

- Cooperating in scientific research and
international climate observation net-
works, and

- Supporting education, training, pub-
licawareness, and capacity-building
initiatives.

The protocol broke new ground with
three innovative mechanisms—Joint
Implementation, the Clean Development
Mechanism, and emissions trading®—
designed to boost the cost-effectiveness
of climate-change mitigation by open-
ing ways for parties to cut emissions,

or enhance carbon sinks, more cheaply
abroad than at home.

The Bali Action Plan, adopted in 2007
by the parties to the UNFCCC, launched
a comprehensive process to enable the
full, effective, and sustained implemen-
tation of the convention through long-
term cooperative action, now, up to, and
beyond 2012 in order to reach an agreed
outcome at the UNFCCC's 15th session in
Copenhagen in December 2009.

The Bali Action Plan centered negotia-
tions on four main building blocks—
mitigation, adaptation, technology, and
financing. Parties also agreed that the
negotiations should address a shared
vision for long-term cooperative action,
including a global goal for emission
reductions.

Source: Reproduced from UNFCCC 2005;
UNFCCC decision 1/CP.13, http://unfccc.int/
resource/docs/2007/cop13/eng/06a01.pdf
(accessed July 6, 2009).

a. Parties with commitments under the
Kyoto Protocol have accepted targets for
limiting or reducing emissions. Joint Imple-
mentation allows a country with a target to
implement projects counted toward meet-
ing their own target, but conducted in other
countries that also have targets. The Clean
Development Mechanism (CDM) allows a
country with commitments to implement an
emission-reduction project in developing
countries that do not have targets. Emis-
sions trading allows countries that have
emission units to spare—emissions permit-
ted them but not used—to sell this excess
capacity to countries that are over their
targets. (Adapted from http://unfccc.int/
kyoto_protocol/mechanisms/items/1673.
php, accessed August 5, 2009.)

development. The climate debate was iso-
lated from mainstream decision making
on financing, investment, technology, and
institutional change. That time has sub-
stantially, if not entirely, passed. Awareness
of climate change among leaders and pub-
lics has grown to the level that there is now
readiness to integrate climate change into
development decision making.

Turning this readiness into an effec-
tive climate regime requires simultaneously
addressing multiple goals involving equity,
climate, and social and economic develop-
ment. It would be naive to suggest that there

are no tensions among these objectives.
Indeed, the very perception of tradeoffs can
prove a potent political barrier to integrating
climate change and development. Differences
in perceptions and conceptual frameworks
across high-income and developing coun-
tries can and do get in the way of a meaning-
ful discussion on how climate action can be
integrated with development. Many of these
tensions emerge along North-South lines.
To ensure a climate regime that speaks to
development concerns, it is useful to iden-
tify and engage opposing perspectives and
then seek to transcend them. This chapter
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discusses four points of tension between a
climate perspective and a development per-
spective: environment and equity; burden
sharing and opportunistic early action; a pre-
dictable climate outcome and an unpredict-
able development process; and conditionality
in financing and ownership. These points
of tension are characterizations using broad
brush strokes to bring out the disagreements
and their possible resolution, knowing that
in practice individual country positions, in
both the North and the South, are far more
nuanced than the extremes described here.
The second part of the chapter explores alter-
native approaches to integrating developing
countries into the international architecture.

Mitigating climate change:
Environment and equity

Since its beginning the climate regime has
framed both equity and environmental
goals as core elements. Over time, though,
the articulation of these goals has turned
their complementarities into opposition,
deadlocking the progress of climate nego-
tiations. Equity and environment have been
increasingly perceived as competing ways
of thinking about the problem, with coun-
tries arrayed behind these positions along
predictable North-South lines.

For much of the past two decades, cli-
mate change has been construed mainly as
an environmental problem. This perspec-
tive follows directly from the underlying
science: greenhouse gases are accumulat-
ing in the atmosphere and causing climate
impacts because of growing anthropogenic
emissions, combined with limits to the
ocean’s and biosphere’s ability to absorb
greenhouse gases. In this perspective the
problem is one of global collective action,
and the instrument of choice is negotiated
commitments for absolute reductions in
emissions.

This strict focus on the environment
forced the rise of a competing perspective,
which construes climate change as essen-
tially a problem of equity. Adherents to this
position agree that there are environmental
limits, but they see the problem as wealthy
countries disproportionately occupying
the finite ecological space available. In this
perspective, allocation principles based on
equity, such as those centered on per capita

and historical emissions, should provide
the basis of a fair climate regime.

Equity and environmental goals have
thus become polar elements of the debate.
High-income countries argue that newly
industrializing countries are already large
emitters and will contribute an increasing
share of emissions in the future—hence
the need for absolute emission reductions.*
Industrializing and developing economies
view a regime based on negotiated absolute
reductions as locking in unequal emissions
in perpetuity, a situation that is not viable
for them. Concerns about equity have been
heightened by evidence that emissions from
many high-income countries have increased
over the past two decades, since the initia-
tion of climate negotiations. As the urgency
of finding a solution has increased, many
developing countries, particularly the large,
rapidly industrializing countries, fear that
attention and responsibility for mitigating
emissions will be increasingly displaced
onto them. The notion of “major emitters,”
including the large, rapidly industrializing
countries, as primary drivers of the prob-
lem feeds this perception.

An effective and legitimate global climate
regime will have to find a way around these
opposing framings—and speak to both per-
spectives. To begin with, global negotiations
need to be approached in a spirit of plural-
ism. Given the history of entrenched politics
and the kernel of truth in each, neither the
environmental nor the equity framing of the
climate problem can, practically, be an abso-
lute guide to negotiations, even though both
are essential. Hybrid approaches seek to relo-
cate discussions within a development frame
and could usefully broaden the debate. One
approach seeks to reformulate the problem
around the right to develop rather than the
right to emit and identifies country “respon-
sibility” and “capacity” to act on climate
change.” Another strand of thinking suggests
the articulation of “sustainable development
policies and measures” (meaning measures
to place a country on a low-carbon trajec-
tory that are fully compatible with domestic
development priorities) by developing coun-
tries, combined with absolute reductions by
high-income countries.® While the specifics
of any proposal may be debated, the climate
regime would be well served by a politics of
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pragmatism built around the careful inte-
gration of climate and development.

But for developing countries to believe
that integrating climate and development
is not a slippery slope toward ever greater
mitigation responsibility being displaced
onto them, it will be necessary to have the
backstop of an equity principle in the global
regime. One example might be a long-term
goal of per capita emissions across countries
converging to a band; this principle could
serve as a moral compass and a means of
ensuring that the regime does not lock in
grossly unequal emission futures. Again,
while the specifics may be debated, a legiti-
mate climate regime will need anchoring in
some form of equity principle.

Given the North’s historical responsibil-
ity for stocks of greenhouse gases, already
supported by strong statements in the
framework convention, it is hard to imag-
ine an effective global regime that is not led
by early and strong mitigation action by the
developed world. The combination of early
action by the North, a robust equity princi-
ple, and a spirit of pluralism in negotiations
could provide the basis for transcending the
environment-equity dichotomy that has
plagued global climate negotiations.

Burden sharing and opportunistic
early action
The environmental and equity constructions
of the climate challenge share a common
assumption that the challenge is a prob-
lem of burden sharing. The burden sharing
language suggests that climate mitigation
is going to impose considerable costs on
national economies. Because current infra-
structure and economic production are built
on the assumption of costless carbon, build-
ing economies and societies around costly
carbon will impose considerable adjustment
costs. The difficult North-South politics
around climate is closely tied to the burden
sharing assumption, because environment
and equity constructions of the problem
imply very different ways of sharing a bur-
den and therefore different political costs.
Recognizing how burden sharing con-
tributes to entrenched politics, advocates
for early climate mitigation have sought to
develop a counternarrative of climate miti-
gation as an opportunity to be seized rather

than a burden to be shared. They point out
that the history of environmental regula-
tion is littered with examples of responses to
regulation that have proved less costly than
feared—acid rain and ozone depletion are
two well-known examples.” Even if climate
mitigation imposes costs in the aggregate,
there are relative advantages to first mov-
ers in mitigation technologies. First movers
will be well placed to seize new markets that
emerge as carbon is priced. Many climate-
mitigation opportunities—notably energy
efficiency—can be harvested at negative
economic cost and bring other co-benefits
for development. And in the medium term,
moving first allows societies to cultivate the
positive feedbacks among institutions, mar-
kets, and technology as their economies are
reoriented around a low-carbon future. In
its strongest variant the opportunity narra-
tive is one of seizing advantage by moving
first on climate mitigation, independent of
what other countries do.

But it is important not to overplay this
narrative. Conceptually the tightness of
the weave between the climate and indus-
trial development suggests that adjustment
costs are likely to be substantial—and that
past comparisons such as acid rain and
ozone depletion are of limited relevance.
Neither the stock of industrial capital built
around costless carbon nor the dependence
on endowments of fossil fuels can simply be
wished away. Skeptics will note that, so far,
the narrative of climate opportunity has not
been matched by concrete actions by any
major high-income country to enable devel-
oping countries to realize this opportunity.

Moreover, even if countries believe the
language of opportunity, they are likely
to act strategically by maintaining a pub-
lic stance based on burden sharing to win
a better negotiating deal, even while pri-
vately organizing to seize available oppor-
tunities. So, opportunity-seizing is unlikely
to entirely dethrone burden sharing as a
dominant narrative in the short run—it
provides only a limited opening to change
the entrenched politics of climate change.

It is important, however, that this limited
opening be seized. The prospect of a silver
lining of economic opportunity to the climate
cloud could tip the political balance toward
getting started with the hard task of turning
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economies and societies toward a low-carbon
future. Getting started with no prospect of
an upside is a much harder sell. And start-
ing is important, because it creates constitu-
encies with a stake in a low-carbon future,
begins the process of experimentation, and
increases the costs to others of being left
behind, thus generating a pull effect. That the
language of opportunity seizing is not water-
tight does not negate its potential to counter
burden sharing as the prominent construct
in the climate debate (box 5.2).

Predictable climate outcome and
unpredictable development process

Burden sharing is linked to the environment
framing of the climate problem, from which
the need emerges to set absolute reduction
targets to avoid catastrophic climate change.
Drawing on the recommendations of the
Intergovernmental Panel on Climate Change
(IPCC), some countries and advocates have
urged a global goal of restricting global tem-
perature rise to not more than 2°C, which
will require reducing global emissions by
at least 50 percent (the lower bound of the
IPCC’s range of 50—85 percent) by 2050 from
their 1990 levels.® In response several high-
income countries have submitted proposed
national reduction targets (for 2050 and in
some cases for interim years).” The underly-
ing idea is to measure and benchmark prog-
ress toward meeting the climate challenge.

A global goal is particularly useful as
a way to assess the commitment offers of
the high-income world against the magni-
tude of the challenge. But, as discussed in
chapter 4, simple arithmetic suggests that
a global goal also carries implications for
developing countries; the gap in reductions
between the global goal and the sum of high-
income country targets will have to be met
by the developing world. Several developing
countries therefore resist this approach as a
back door into forcing commitments by the
developing world or insist on a simultane-
ous discussion of an allocation framework."’
This resistance stems less from opposition to
the global goal and more from a sense that
the language of predictability will prove a
slippery slope toward translating all actions
into absolute emission reductions, leading
to an implicit cap on developing-country
emissions.

The climate challenge looks quite differ-
ent through a development lens. Building
on a rich and complex intellectual history,
a recent strand of development thinking
focuses on institutions and institutional
inertia in development (chapter 8). In this
perspective formal “rules of the game” and
informal norms, including those embedded
in culture, are important determinants of
economic incentives, institutional transfor-
mation, technological innovation, and social
change. Politics is central to this process, as
different actors organize to change institu-
tions and transform incentives. Also central
are the mental maps of what actors can bring
to their engagement with development pro-
cesses. Three key ideas are relevant here. First,
development is a process of change, largely
driven from below. Second, history and the
past patterns of institutions matter a great
deal, so common templates are of only lim-
ited use—one size does not fit all. Third, this
characterization of change applies equally
to high-income countries, even though the
challenge of imperfect and incomplete insti-
tutions appears less daunting, and top-down
policy and price signals are considered to be
the main drivers of change.

In this perspective the task of low-carbon
development in developing countries is a
long-term process, one less amenable to
being driven from above by targets and
timetables than in high-income countries.
Instead, changes in the direction of low-
carbon development can be brought about
only by internalizing this objective in the
larger development processes in which
bureaucracies, entrepreneurs, civil society,
and citizens are already engaged. In other
words, climate has to be integrated with
development. An example of this approach
might be rethinking urban planning in a
low-carbon future, ensuring the colocation
of work and residence to reduce the need for
transport, designing more sustainable build-
ings, and devising solutions to public trans-
port (see chapter 4). This contrasts with a
target-led short-run approach, which might
emphasize more fuel-efficient cars within
existing urban infrastructures.

As highlighted in chapter 4, both
approaches are necessary, one to yield results
in the short run and the other to permit the
necessary long-run transformation. The
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BOX 5.2

Contraction and convergence

The contraction-and-convergence
approach assigns every human being

an equal entitlement to greenhouse gas
emissions. All countries would thus move
toward the same per capita emissions.
Total emissions would contract over time,
and per capita emissions would converge
on a single figure. The actual convergence
value, the path toward convergence, and
the time when it is to be reached would
all be negotiable.

Greenhouse Development Rights
The Greenhouse Development Rights
Framework argues that those struggling
against poverty should not be expected
to focus their limited resources on avert-
ing climate change. Instead it argues for
wealthier countries with greater capac-
ity to pay and more responsibility for
the existing stock of emissions to take
on the bulk of the costs of a global miti-
gation and adaptation program.

The novelty of the Greenhouse
Development Rights approach is that it
defines and calculates national obliga-
tions on the basis of individual rather
than national income. A country’s capac-
ity (resources to pay without sacrificing
necessities) and responsibility (contribu-
tion to the climate problem) are thus
determined by the amount of national
income or emissions above a “devel-
opment threshold.” This is estimated
at about $20 a person a day (57,500 a
person a year), with emissions assumed
proportional to income. The index of
capacity and responsibility under the
Greenhouse Development Rights Frame-
work would assign to the United States
29 percent of the global emission reduc-
tions needed by 2020 for 2°C stabiliza-
tion, followed by the European Union (23
percent) and China (10 percent). India’s
share of global emission reductions
would be around 1 percent.

Some proposals for burden sharing

Brazil proposal:

historical responsibility

In 1997, in the negotiations leading to the
Kyoto Protocol, the government of Brazil
proposed that “historical responsibility”
be used as the basis for apportioning
the burden of mitigation among Annex

| countries (meaning the countries with
firm targets). The proposal sought to
address “the relationship between the
emissions of greenhouse gases by Par-
ties over a period of time and the effect
of such emissions in terms of climate
change, as measured by the increase

in global mean surface temperature.”
The notable feature of the proposal was
the method used to distribute emission
reduction burdens among countries,
according to which an Annex | country’s
emission targets should be set on the
basis of that country’s relative responsibil-
ity for the global temperature rise.

The proposal included a “policy maker
model” for determining emission targets
for countries and suggested the need for
an “agreed climate-change model” for
estimating a country’s contribution to
global temperature increase.

Carbon budget
A research group at the Chinese Academy
of Social Sciences argues that

» Greenhouse gas emission rights are a
human right that ensures survival and
development. Equality means ensuring
equality among individuals, not among
nations.

» The crux of promoting equality
between individuals is to ensure the
rights of the current generation. Con-
trolling population growth is a policy
option to promote sustainable devel-
opment and to slow climate change.

» Given the wealth accumulated during
development, which was accompa-
nied by greenhouse gas emissions,

equality today includes equity acquired
in historical, current, and future
development.

- Giving priority to basic needs means
that the allocation of emission entitle-
ments should reflect differences in
natural environments.

If only CO, emissions from fossil fuels
are considered and emissions peak in 2015
and fall to 50 percent of 2005 levels by
2050, the annual per capita carbon budget
for 1900 to 2050 would 2.33 metric tons of
CO,. Initial carbon budget allocations for
each country should be proportional to
base-year population, with adjustments
for natural factors such as climate, geogra-
phy, and natural resources.

Developing nations, despite often
being historically under budget and
therefore having the right to grow and to
create emissions, have no choice but to
transfer their carbon budgets to devel-
oped nations in order to cover the histori-
cal excesses of developed nations and
ensure basic future needs.

This historical debt amounts to some
460 gigatons of CO,. At the current cost
of $13 a ton, the value of this debt would
be $59 trillion—substantially more than
is currently provided to developing coun-
tries in financial assistance to combat
climate change.

Continued high per capita emissions
in high-income countries could partly be
offset through the carbon market. But
progressive carbon taxes are likely to be
necessary, with the excess carried over to
the next round of commitments.

Sources: Contraction and convergence:
Meyer 2001. Greenhouse development
rights: Baer, Athanasiou, and Kartha 2007.
Brazil: submission from the government

of Brazil to the UNFCCC in 1997 (http://
unfccc.int/cop3/resource/docs/1997/agbm/
misc01a3.htm, accessed July 7, 2009). Car-
bon budget: reproduced from Jiahua and
Ying 2008.

two perspectives are, thus, complementary.
A climate-oriented perspective can throw
up a series of short-term policy prescrip-
tions that can, in substantial measure, be
implemented across countries with minimal
adjustment while also yielding development
benefits. Many of them are in the realm of
energy efficiency, such as improved building

codes, appliance standards, and the like."
And these approaches can be embedded in
a longer-term process aimed at rethinking
development through a climate lens.

But concern with the short term and the
predictable should not crowd out or exclude
longer-term but more fundamental trans-
formations toward low-carbon development.
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And there are risks that overly enthusiastic
benchmarking of developing-country efforts
to a long-term global target will do just that.
As described above, many transformational
measures are not subject to top-down plan-
ning and so are not subject to prediction and
easy measurement. Indeed, an insistence on
measurement and predictability will encour-
age only modest measures to minimize risks
of noncompliance. In addition, any hint
of an implicit target reached by subtract-
ing high-income-country emissions from a
global target encourages strategic gaming;
under these conditions, countries have an
incentive to persuade the international com-
munity that little can be done at home and
only at high cost.

Reconciling these two perspectives may
require a nested two-track approach for the
short-to-medium term, at least until 2020.
Consonant with the UNFCCC principle of
“common but differentiated responsibility,”
high-income countries could agree to priori-
tize predictability of action aimed at carbon
mitigation, to provide some assurance that
the world is on track to meet the climate
challenge. Here, short- and medium-term
targets, for 2020 and 2030, are as significant
as a target for 2050, because carbon reduc-
tions are more useful now than later and
because they can win the confidence of the
developing world. The developing countries
could follow a second track, as discussed
later in this chapter, that sets priorities for
reorienting their economies and societies to
low-carbon development.

These approaches, it should be clear,
need not and should not compromise living
standards—they should instead aggressively
explore the co-benefits of development for
climate. Nested within this longer-term
objective, developing countries could agree
to short-term “best-practice” measures—
notably for energy efficiency—that bring
both developmental and climate benefits.
Agreeing to aggressively pursue these mea-
sures would provide some reassurance that
some predictable climate gains will be real-
ized in the short term.

The problem of financing—
conditionality and ownership

The foregoing tensions are closely tied to
the problematic issue of financing climate

actions. There is broad agreement that high-
income countries will transfer some funds
to the developing world to assist specifically
with adaptation—and provide separate
funding for mitigation. But questions remain
about how much financing will be available,
its source, how its expenditure will be con-
trolled, and on what basis it will be moni-
tored; those questions are discussed here.

Governments of high-income countries
are anxious that any funds provided be well
targeted to climate mitigation or adaptation
and produce real and measurable reduc-
tions (in emissions or vulnerability). To this
end they envision having oversight of these
funds, particularly in the current tight fis-
cal climate, where domestic constituencies
may have little appetite for sending money
overseas. This is particularly true for miti-
gation finance. Indeed, many high-income
countries see public funds as playing a lim-
ited role in supporting climate financing in
the developing world, instead envisioning
that a greater proportion of funds be har-
nessed through market mechanisms.

Developing countries envision these
funds entirely differently, as paying to help
them adjust to and contribute to the miti-
gation of a problem not of their making.
As a result, they eschew any overtones of
aid and strongly resist any mechanisms of
conditionality. To the contrary, they envi-
sion the use of these funds as guided by
recipient-country priorities.

Elements in both positions appear rea-
sonable. There are good arguments for not
considering transfers of climate-related
funds within an aid umbrella because of
high-income-country responsibility for a
substantial part of the climate problem.
But it would appear politically difficult for
high-income countries to sign a blank check
without some mechanism of accountability
for the funds. One way forward might be to
focus on what the past teaches about condi-
tionality as a tool.

Developing-country positions in the
climate debate are, in part, shaped by the
fraught history of conditionality in devel-
opment debates. Civil society and other
actors came to see conditionality as an
instrument that undercuts democracy
and forced through unpopular reforms.
Because the conditions imposed did not
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prove particularly effective in helping gov-
ernments undertake politically difficult
reforms, conditionality gave way within a
decade to the almost opposite concept of
borrower “ownership” of a reform agenda
as a precondition for policy reform loans."”
The lesson for climate change appears to be
that—even purely on pragmatic grounds,
putting aside principles connected with
responsibility for the problem—condi-
tionality is simply not an effective tool for
getting governments to take measures with
little domestic support.

Fortunately, there is a more productive
way to conceptualize how climate funds
might be used. A first step requires redirect-
ing attention from implementing actions
predetermined by a donor to organizing
funding around a process to encourage
recipient-country development and owner-
ship of a low-carbon development agenda.
This is similar to the poverty reduction strat-
egy approach discussed in chapter 6, whereby
donors align around a strategy designed and
owned by the recipient government. Such an
approach would place the emphasis on the
governance mechanism for fund providers
and fund recipients to collectively scrutinize
and oversee climate finance.

A second step is for mitigation financing
to support both low-carbon development
and well-specified mitigation actions in
developing countries. The concrete actions
should be collectively agreed on by those
providing and those receiving funds as serv-
ing the dual functions of climate mitigation
and development gains. As discussed earlier,
many energy-efficiency measures would be
good candidates for easy agreement.

Coming to agreement on supporting
low-carbon development is more amor-
phous and challenging. But the lesson
from conditionality is that the path for
low-carbon development should be devel-
oped through a process that builds consid-
erable recipient-country ownership. The
efforts of a number of governments, such
as Mexico and South Africa among others,
to develop a long-term carbon mitigation
strategy as a basis for identifying concrete
actions and seeking international support
are one interesting model. The rest of this
chapter discusses avenues for developing
these alternative approaches.

Developing countries need to be persuaded
that there is a feasible route to integrating
climate change and development if they are
to rapidly start the transition to a low-carbon
development path. If the international cli-
mate regime is to promote stronger action
by developing countries, it must incorporate
new approaches appropriate to their circum-
stances. Any mitigation effort required for
the developing countries must be grounded
on “a clear understanding of the economic
and governance context for their develop-
ment choices and their overriding devel-
opment priorities.””” The future regime
must be designed in a way that recognizes
their efforts to reduce their emissions while
achieving their development objectives.

So far, the primary vehicle for mitiga-
tion action within the regime has been
economywide emission targets pegged to
historical base-year emission levels, as in
the Kyoto Protocol. Such an output-based
approach (focused on the emission “out-
put”) is driven by the core objective of
achieving and maintaining a tolerable level
of greenhouse gas concentrations in the
atmosphere.'* Fixed economywide emission
targets have two advantages. They provide
certainty about the environmental outcome
(assuming they are met). And they allow
countries considerable flexibility to choose
the most suitable and cost-effective means
of implementation. This target-driven
approach remains appropriate for devel-
oped countries.

But such a climate-centric approach is
perceived as problematic for developing
countries, at least at this stage of the climate
regime. Many developing countries see a
cap on total emissions as a cap on economic
growth. Having demonstrated their com-
petitive success, the countries fear that the
climate agenda will hold them back. These
concerns spring from the fact that the prin-
cipal driving forces of emissions growth
in developing countries are the develop-
ment imperatives of energy and economic
growth. And as a practical matter, setting
and adhering to an economywide emission
target requires the ability to accurately mea-
sure and reliably project emissions across a
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country’s economy, a capacity that many
developing countries now lack.

So engaging developing countries more
fully in the climate regime may require
alternative approaches deemed more
appropriate to their circumstances. These
approaches could build on the types of
actions and strategies already being devel-
oped or implemented at the national level.
Unlike emission targets, these actions
can generally be characterized as “policy-
based,” centering on activities that generate
emissions, rather than on emissions them-
selves. To achieve energy efficiency, a coun-
try could introduce a standard or incentive
to shift behavior or technology. Lower
greenhouse gas emissions would be one
outcome, but the policy also would produce
benefits more closely related to a country’s
core development objectives, such as greater
energy affordability and access. Depending
on their circumstances, countries could put
forward different sets of policies or actions
that address such development objectives
as economic growth, energy security, and
improved mobility while also delivering the
co-benefit of reduced emissions.

A key question, however, is how to recon-
cile this approach with the urgency imparted
in chapter 4—the notion that unless mitiga-
tion is immediate and global it will not be
possible to maintain warming anywhere
close to 2°C. New analysis, presented below,
on multitrack frameworks and the impact of
advance commitments suggests that a flex-
ible approach could be effective.

An integrated multitrack climate
framework

To better integrate development concerns
into climate change efforts, the global cli-
mate regime must become more flexible and
accommodate different national circum-
stances and strategies, especially for mitiga-
tion efforts. The Kyoto Protocol establishes
a single type of mitigation commitment—
a binding, absolute, economywide limit on
emissions. This is sound from the perspec-
tives of environmental effectiveness and
economic efficiency, but as a political and
practical matter it is an unlikely avenue for
developing countries at this stage.

A more flexible regime integrating dif-
ferent approaches by different countries can

be conceptualized as an “integrated multi-
track” framework.”” Many international
regimes have the characteristics of such
an approach. For example, the multilateral
trade regime includes agreements accepted
by all World Trade Organization members
and plurilateral agreements among smaller
groupings of members. Europe’s Long-
Range Transboundary Air Pollution regime
and the International Convention for the
Prevention of Pollution from Ships include
core agreements setting forth common
terms and annexes establishing differential
obligations. Experiences within these arenas
provide valuable lessons for climate policy
makers, but the climate regime requires a
distinct architecture matching a unique set
of political and policy imperatives.

In broad terms, a multitrack climate
regime could include at a minimum two
distinct mitigation tracks:

e Target track. For developed countries and
other countries that may be prepared to
undertake such commitments, the target
track would establish binding, absolute,
economywide emission targets succeed-
ing those established under the Kyoto
Protocol’s first commitment period.
Countries with such targets would have
full access to the agreement’s interna-
tional emissions-trading mechanisms.

e Policy-based track. On this track, other
countries would agree to undertake
nationally driven policies and actions
that would have the effect of reducing
emissions or emissions growth. Such
policies could be sector based or econo-
mywide and could include, for example,
energy-efficiency standards, renewable
energy targets, fiscal measures, and
land-use policies. Countries could pro-
pose individual policies or put forward
comprehensive low-carbon development
strategies identifying priority sectors
and policies and the support needed for
their implementation.

Recent modeling of such hybrid frame-
works suggests that multitrack approaches
score well on environmental effectiveness
and equity and that the efficiency losses may
be a reasonable tradeoff to achieve broad
participation in policies that put coun-
tries collectively on track to greenhouse
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Box 5.3 Multitrack approaches score well on effectiveness and equity

Recent modeling by Battelle Memorial
Institute’s Joint Global Change Research
Institute, in collaboration with the Pew
Center on Global Climate Change, indi-
cates that an “integrated multitrack”
climate framework, in which developed
countries undertake economywide
emission targets and developing coun-
tries undertake nontarget policies, can
produce global emission reductions by
midcentury consistent with achieving
atmospheric greenhouse gas concentra-
tions of 450 ppm CO, by 2100.%

In the global policy scenarios, devel-
oped regions reduce their emissions
20 percent below 2005 levels by 2020,
and 80 percent below by 2050; develop-
ing regions adopt a range of policies
in the energy, transportation, industry,
and buildings sectors, such as carbon-

intensity goals, efficiency standards, and
renewable energy targets. The specific
policies, and their stringency, vary among
the developing-country regions. “Policy-
based crediting” awards developing
regions tradable emission credits for a
portion of the reductions their policies
achieve (starting at 50 percent in 2020
and declining to zero in 2050).

The analysis shows global emission
reductions in 2050 nearly as steep as those
under an idealized “efficient” 450 ppm
pathway in which full global emissions
trading achieves reductions wherever
and whenever they are least expensive.
Globally, costs through 2050 are higher
than in the efficient case, emphasizing the
importance of moving toward full emis-
sions coverage and full global trading
by midcentury. But even with this loss in

gas concentrations of 450 parts per million
(ppm) CO, or 550 ppm of CO,e (box 5.3).

Other modeling has also convincingly
shown that a multitrack framework can be
very effective if it provides some certainty as
to when a country may commit to a binding
agreement.'® This, in fact, reduces the cost for
any country of joining a binding agreement
in the future because it spreads the transition
over a longer period of time and investors
can factor eventual policy changes into their
investment choices, a process that reduces
the amount of stranded assets or expensive
retrofits a country can be left with.

In addition to the mitigation tracks, a
comprehensive agreement would need to
include

e An adaptation track to assist vulnerable
countries with adaptation planning and
implementation

e Cross-cutting enabling elements on tech-
nology, finance, and capacity-building
support to developing countries

e Means to measure, report, and verify mit-
igation actions and support for the miti-
gation actions of developing countries, as
specified under the Bali Action Plan.

Chapter 4 showed that it would be almost
impossible to remain close to 2°C warming
with delayed participation of developing

efficiency, costs remain below 2 percent
of global gross domestic product (GDP) in
2050. Further, the policy-based crediting
approach redistributes costs globally so
that costs as a share of GDP are signifi-
cantly lower in developing regions. In the
early years, revenue from the sale of emis-
sion credits exceeds domestic mitigation
costs in some developing regions, produc-
ing net economic gains.

Source: Calvin and others 2009.

a. The model does not specifically look at
temperature increases. However 450 ppm
CO, corresponds to concentrations of about
550 ppm CO,e (a measure of all greenhouse
gases, not just CO,), hence possible tempera-
ture increases of around 3°C. At the time this
report went to press, this exercise had not
been conducted for 450 ppm CO,e, which
corresponds to a 40 to 50 percent probability
of warming remaining below 2°C.

countries. Instead multitrack frameworks
permit early action but emphasize win-win
options. And the models and the approaches
discussed here suggest that multitrack
approaches and forward-looking, predict-
able policies are worthwhile approaches to
reconciling the need for urgent action and
the priority that must be granted to devel-
opment and poverty alleviation.

A policy-based mitigation track

To recognize and advance developing-coun-
try mitigation efforts, the major new element
needed in the climate regime is a new cat-
egory of mitigation action that is broad and
supple enough to incorporate a wide variety
of actions. Many developing countries have
begun to identify existing and potential pol-
icies and actions at the national level that,
while not driven exclusively or primarily
by climate-change concerns, contribute to
climate-mitigation efforts. As these policies
and actions arise within national contexts,
they inherently reflect a country’s national
circumstances and its development objec-
tives and priorities. Indeed many of these
policies are driven by development objectives
such as energy access and security, better air
quality, improved transportation services,
and sustainable forestry, with mitigation an
incidental co-benefit.
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A mechanism that allows the integra-
tion of such nationally driven policies into
the international framework offers four
advantages to developing countries. First,
it enables developing countries to contrib-
ute to the climate effort in ways that, by
their own determination, are compatible
with their development agendas. Second, it
allows each country to come forward with
a nationally defined package tailored to its
circumstances, capabilities, and mitigation
potential. Third, if it is coupled with a robust
support mechanism, policies can be scaled
or tiered to provide for stronger action on
the provision of stronger support. Fourth,
while providing a clear pathway for stronger
mitigation efforts by developing countries, it
does not bind them to quantified emission
limits, which they perceive as undue con-
straints on their growth and development.

The case for a policy-based track has been
advanced in the academic literature in dif-
ferent guises. One formulation, called “sus-
tainable development policies and measures”
(SD-PAMs), envisions voluntary pledges by
developing countries.'”” Another proposal
describes “policy-based commitments” in
which the policy content might be identi-
cal to that under an SD-PAMs approach
but would be reflected in the international
framework as a commitment rather than a
voluntary action.' Since the adoption of the
Bali Action Plan, governments have put for-
ward proposals addressing various aspects of
how a policy-based approach could be made
operational in a future climate agreement."”

In fashioning a new policy-based track
as part of an evolving international climate
framework, governments would need to con-
sider several interrelated issues, including

o The process for countries to bring for-
ward policies and actions and have them
reflected in the international framework

o The legal character of these policies and
actions

e The links to other mechanisms pro-
viding incentives and support for their
implementation

e The standards and mechanisms for
measuring, reporting, and verifying the
policies and actions and the support for
them.

Process for introducing policy actions.  For
country policy actions to be recognized
within the international framework, gov-
ernments would need to establish a process
to bring them forward and, possibly, to have
other parties consider and accept them.
Within the negotiations, some parties have
proposed the establishment of a “registry”
for countries to record nationally appropri-
ate mitigation actions they plan or propose
to undertake.”’

One critical issue is whether the process
of bringing actions forward occurs in the
course of negotiating a new agreement or is
an outcome of those negotiations. The lat-
ter may be preferable for most developing
countries. In this scenario a new agreement
would establish binding emission targets for
developed countries, mechanisms to sup-
port developing-country mitigation and
adaptation efforts, and a process for devel-
oping countries to then define their mitiga-
tion actions. But developed countries may be
reluctant to enter into binding emission tar-
gets unless the major developing countries
are prepared to indicate at the same time the
actions they will undertake. In that case the
process of specifying those actions could be
structured as part of the negotiating process,
with the aim of arriving at a comprehensive
agreement integrating binding targets for
developed countries and specified policy
actions for developing countries.

In either case, parties also need to con-
sider whether the process should be com-
pletely open-ended, with countries free to
propose any type of policy or action, or
circumscribed in some way. One option
proposed in the negotiations is a menu, or
“tool box,” of mitigation actions for devel-
oping countries to choose from.”' The
menu could identify broad categories of
action, with parties invited to put forward
detailed policies or action plans within the
categories they choose. For consistency or
comparability it may be useful to establish
some form of template for countries to fol-
low in describing their mitigation actions.

Another important consideration is
quantifying the expected emission impacts
of mitigation actions. Although countries
participating in a policy-based track would
not be committing to specific emission out-
comes, other parties will want to know what
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impact their actions are likely to have on their
future emissions. At a minimum countries
should be prepared to offer such projections.
Depending on the type of process established,
emission projections also could be prepared
or verified by an intergovernmental body or
an independent third party.

Legal character. The Bali Action Plan
distinguishes between “nationally appro-
priate mitigation commitments or actions”
by developed countries and “nationally
appropriate mitigation actions” by devel-
oping countries, implying that the actions
of developing countries are not to take
the form of legally binding commitments.
Indeed, proposals put forward by devel-
oping countries in the post-Bali negotia-
tions, including proposals for a registry of
developing-country actions, emphasize the
voluntary nature of these actions.

But the Bali Action Plan does not
expressly preclude commitments by devel-
oping countries, contrary to the 1995 Berlin
Mandate that framed the negotiations that
led to the Kyoto Protocol. In the current
round of negotiations some developed coun-
tries have taken the position that actions by
some developing-countries should be bind-
ing.22 Developing countries, however, have
been reluctant to take on binding commit-
ments, at least at this stage.

Links to support. Robust efforts by devel-
oping countries will be feasible only with
stronger international support. Indeed,
under the Bali Action Plan, the mitiga-
tion actions of developing countries are to
be “supported and enabled by technology,
financing, and capacity building.” Potential
mechanisms to generate such support are
discussed below. If parties were to establish
a policy-based mitigation track for devel-
oping countries, a related question is how
actions under that track would be linked to
specific flows of support.

Any process to enable countries to bring
forward proposed actions could, in addi-
tion, identify means and levels of support for
those actions. For example, in entering a pro-
posed action in a mitigation-action registry,
a country could indicate the type and level of
support needed to implement the action. Or
a country might specify the level of effort it is

prepared to deliver on its own, and a higher
level of effort it would be prepared to under-
take with support. Or recording an action in
the registry could initiate a review by a des-
ignated body, using agreed criteria, to evalu-
ate the need for support, taking into account
a country’s circumstances and capacities. All
of these approaches could lead to a determi-
nation of support commensurate with the
proposed action.

Measurement, reporting, and verification.
Parties agreed in Bali that the mitigation
efforts of developed and developing coun-
tries—as well as the support for developing-
country efforts—are to be “measurable,
reportable, and verifiable” (MRV). Effective
approaches to MRV can establish and main-
tain parties’ confidence in one another’s
respective efforts and in the overall regime.
To be workable, MRV terms and mecha-
nisms must balance the need for transpar-
ency and accountability against the parties’
traditional concerns about sovereignty.

Reporting requirements for developing
countries under the existing regime are
fairly minimal—national “communica-
tions” (including emission inventories) are
submitted infrequently and are not subject
to review. In a future agreement the MRV
of developing-country actions on a policy-
based mitigation track would likely require
a more rigorous approach. Parties first
must consider what actions are subject to
measurement and verification. Some devel-
oping countries have taken the view that
MRV should apply only to actions for which
they are receiving support. A second issue
is whether verification is performed by the
country, an international body, or a third
party. In some international regimes par-
ties verify their own actions under national
systems that must conform to international
guidelines. In others expert teams review
parties’ submissions (as for national com-
munications and emission inventories sub-
mitted by developed countries under the
UNFCCC and the Kyoto Protocol).

Third is the metrics to be employed,
regardless of the means of verification.
One rationale for a policy-based track is
that it allows parties to pursue the types of
action most appropriate to their circum-
stances and development objectives. This
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diversity presents challenges for MRV, how-
ever, because different metrics are needed
to measure and verify different types of
actions (efficiency standards, renewable
energy targets, carbon levies). How MRV is
structured will therefore depend very heav-
ily on how the actions are defined. In turn,
the need for actions to be measurable and
verifiable could strongly influence the way
parties choose to define them. Somehow
bounding the types of actions allowable in
a policy-based track—say, by establishing
a menu for parties to choose from—could
make MRV more manageable.

Measurement and verification of
developed-country support will likewise
depend heavily on the specific types and
mechanisms of support. If a new agree-
ment were to recognize support provided
through bilateral channels, criteria would
be needed to determine what flows are “cli-
mate related” and “new and additional.”
As a general matter, support generated
through a multilateral instrument, such
as an international carbon levy or an auc-
tion of international emission allowances,
would be more readily verifiable.

The ability of developing countries to
develop and effectively implement miti-
gation actions will depend in part on the
availability of adequate and predictable
support from the international community.
General areas of support include finance,
technology, and capacity building. These
could include analyzing mitigation poten-
tials to identify opportunities to reduce
greenhouse gases with the lowest cost and
highest co-benefits, developing and imple-
menting greenhouse gas mitigation poli-
cies, disseminating and deploying the best
available technologies, and measuring and
verifying mitigation actions and their asso-
ciated sustainable development benefits.
Adequate support will require a range of
mechanisms to generate and channel public
resources and to do so in a way that leverages
private investment, which under any sce-
nario will be the majority of flows available
for a low-carbon transition (see chapter 6).
The climate regime has two broad forms of
support——public finance and market-based

mechanisms—and both must be substan-
tially scaled up in a future agreement.

Public finance

A new multilateral effort must scale up
public finance in support of developing
countries. Among the key issues are fund-
ing sources, funding criteria, funding
instruments, links to private finance, and
managing and governing any new fund-
ing mechanisms (all discussed extensively
in chapter 6). This section highlights a few
findings.

Most of the funds under the climate
regime have relied on pledging by donor
countries, resulting in inadequate and
unpredictable flows. Several proposals
now under discussion could produce more
reliable funding streams. These include
funding commitments based on agreed
assessment criteria, a levy on international
aviation or other greenhouse gas—generat-
ing activities, or an auction of a portion of
developed countries’ international emis-
sion allowances. Another option—pressed
by developing countries at the UN Climate
Change Conference in Poznari, Poland, in
December 2008—is an extension of the
existing levy on CDM transactions to the
Kyoto Protocol’s other market-based flexi-
bility mechanisms (international emissions
trading and Joint Implementation).23

Any new fund could deploy an array
of funding instruments, including grants,
concessional loans, loan guarantees or
other risk mitigation instruments, depend-
ing on the types of activity to be supported.
For technology the options include pay-
ments for access to and use of intellectual
property and the associated technological
know-how. Important criteria in selecting
activities for funding could include the
projected emission reduction per dollar
of investment, a project’s contribution to
a host country’s sustainable development
objectives, or its ability to leverage carbon
finance or other private investment.

Market-based mechanisms

The Kyoto Protocol’s Clean Development
Mechanism has generated substantial flows
supporting clean energy and other green-
house gas-reducing projects in developing
countries. While the CDM has had many
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successes, experience has also highlighted
many concerns and areas for potential
improvement (chapter 6). Beyond the
reform of the original CDM model, how-
ever, parties have also begun to consider
alternative approaches to emission credit-
ing to provide incentives for investment
and emission reduction on a broader scale.

Asinitially conceived and currently oper-
ating, the CDM generates emission credits
from individual projects proposed and
certified case by case. In the view of many,
this project-based approach excludes many
strategies with greater mitigation potential
and imposes high transaction costs and
administrative burdens, significantly limit-
ing the CDM’s potential to transform long-
term emission trends. In an initial attempt
to address these concerns, parties have
authorized a “programmatic” CDM, which
allows an aggregation of multiple activities
over space and time as a single project. But
emission reductions are still measured on
the basis of discrete activities.

Alternative models now under discussion
include sectoral or policy-based crediting.
By allowing the generation of credits on the
basis of policies or other broad programs,
such approaches would help drive and
support larger-scale emission-reduction
efforts. Under a sectoral approach, for
instance, emissions would be measured
across an entire sector, and a country could
earn credits for any reductions below an
agreed emissions baseline. (This approach
is sometimes described as “no-lose sectoral
crediting,” because a country faces no con-
sequences if emissions rise above the agreed
baseline.) The baseline could be set at busi-
ness as usual, rewarding any deviation from
projected emission levels. Or it could be set
below business as usual, requiring that a
country undertake some reductions on its
own before qualifying for credits. Given the
uncertainties in any projection of future
emissions, however, the determination of
business as usual is somewhat subjective
and potentially quite contentious.

Under policy-based crediting a country
could earn credits for verifiable reductions
achieved by implementing mitigation poli-
cies recognized within the climate regime
or by deploying technology action. This

approach fits well with the notion of a
policy-based mitigation track, providing
a market-based incentive for countries to
develop, put forward, and implement miti-
gation policies aligned with their develop-
ment objectives. Methodologies could be
established to quantify the reductions from
different types of policy approaches. Credit-
ing countries for all the reductions generated
by their policy actions could cause an exces-
sive supply of credits; developed countries
might also object on the grounds that devel-
oping countries should bear some of the cost
of their policy actions. These concerns could
be addressed by issuing credits only after a
certain reduction has been achieved or by
discounting credits (say, by issuing one ton
of credit for every two tons reduced).

Stronger international support for adap-
tation is a matter of need, because climate
impacts are already being felt and because
the poor who contribute least to the problem
face the gravest risks. But adaptation efforts
must extend well beyond the climate frame-
work. As chapters 2 and 3 suggest, adaptation
concerns and priorities must be integrated
across the full breadth of economic and
development planning and decision mak-
ing, both national and international. The
role of the international climate regime in
particular lies with catalyzing international
support and facilitating national adaptation
efforts. The focus here is on how adaptation
can be best promoted and facilitated under
the international climate regime.

Adaptation efforts under the current
climate regime

Under the UNFCCC all parties commit to
undertake national adaptation measures and
to cooperate in preparing for the impacts of
climate change. Special consideration is given
to the least developed countries for their
special needs to cope with adverse effects of
climate change.** The least developed coun-
tries are encouraged and supported under
the convention to prepare a National Adap-
tation Program of Action identifying prior-
ity activities that respond to their urgent and
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immediate needs to adapt to climate change
(see chapter 8). To date, 41 least developed
countries have submitted national action
programs.” The five-year Nairobi Work
Program adopted in 2005 aims to help these
countries improve their understanding and
assessment of the impacts of climate change
and to make informed decisions on practical
adaptation actions and measures.*

Current funding for adaptation under
the UNFCCC process is mainly through the
Global Environment Facility’s Strategic Pri-
ority on Adaptation initiatives; additional
funding will come from the UNFCCC Adap-
tation Fund when it is fully operational.

The international effort to date has deliv-
ered some information and capacity build-
ing on adaptation, but it has yet to facilitate
significant implementation at the domestic
level, access to technology, or the building of
national institutions to carry the adaptation
agenda forward. The effort is constrained by
limited funding (see chapter 6) and the lim-
ited engagement of national planning and
development agencies. The UNFCCC pro-
cess has traditionally involved environment
agencies; its focus on climate change may not
easily lead to a comprehensive, multisectoral
effort addressing adaptation.

Strengthening action on adaptation
under the UNFCCC

Working through the national development
process is essential to encourage early plan-
ning to strengthen climate resilience and
discourage investments that heighten climate
vulnerability. The UNFCCC process can
complement and facilitate this process by

 Supporting comprehensive national adapta-
tion strategies in vulnerable countries. These
strategies would establish frameworks for
action and strengthen national capaci-
ties. They would build on the National
Adaptation Programs of Action, which
target urgent priorities, to map out com-
prehensive long-term plans identifying
climate risks, existing and needed adap-
tation capacities, and national policies
and measures to fully integrate climate
risk management into development deci-
sion making. In addition to organizing
national adaptation efforts, the strategies

could serve as a basis for targeting imple-
mentation assistance through the climate
regime or through other channels.

Exchanging experiences and best prac-
tices, and coordinating programmatic
approaches to support national, regional,
and international systems for adapta-
tion and resilience.”’ This effort would
provide guidance to countries on vul-
nerability assessments and on how to
integrate adaptation activities into sec-
toral and national development plan-
ning and policies, as well as help in
accessing technology for adaptation. The
universal membership of the UNFCCC
provides a unique forum for countries,
organizations, and private entities to
exchange experiences and learn from
each other. Bringing national devel-
opment agencies to participate in this
process is essential to success. Apart
from using the UNFCCC process to dis-
seminate information, it may be useful
to establish regional centers of excel-
lence for catalyzing local, national, and
regional activities. The direct impacts
of climate change are felt locally, and
response measures need to be tailored to
local circumstances. Regional centers,
with international support, can promote
capacity building, coordinate research
activities, and exchange experiences and
best practices.

Providing reliable funding to assist coun-
tries in implementing high-priority
measures identified in their national
adaptation strategies. Funding for adap-
tation largely relies on public financ-
ing (see chapter 6). Finding additional
sources of adaptation finance and pack-
aging them with existing development
finance are essential for effective adap-
tation. Funds could come from donors,
a levy on the CDM, and the tax or auc-
tion revenues from emission allowances.
Equally important are defining criteria
for allocating funds and setting up insti-
tutional arrangements to manage them
(see chapter 6). Efficient and equitable
allocation and use of adaptation finance
is in everybody’s interest, and wasteful
use of resources can undermine public
support for the whole climate agenda.
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A new body under the UNFCCC may be
needed to provide guidance to the parties,
assess national adaptation strategies, and
develop criteria for allocating resources.
Such a body would need to coordinate
closely with other international develop-
ment agencies and have enough indepen-
dence to credibly assess national strategies
and resource allocation.

As mentioned early in this chapter, the
current UNFCCC regime does not include
adequate provisions for adaptation. The
Bali Action Plan presents a great opportu-
nity to streamline the adaptation process
and mobilize adequate funding to support
adaptation.
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