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Overview




CLIMATE FINANCE MYTHS

1. We can leverage significant
private investment with small
amounts of public support.

2. Financial instruments are
the solution.



Unstable political climate, political risks.
Weak enforceability of contracts and agreements,
Absence of intellectual property rights.

Lack of well-established / resourced regulators in
ley sectors for climate-compatible development.

Poorly-developed physical and information
infrastructure.

Technology development risks.

High start-up costs (agency problems).
Distortionary subsidies.

Lack of liquid debt and equity markets.
Lack of consumer finance.
Information gaps and asymmetries.
Skills gaps / limited technical expertise.

Volatile commodity prices, interest and exchange
rates.

Sources: Brown et al, 2011, d= Nevers 2011 Deutsche Bank Climale
Change Advisors, 2011 Lyon et al, 2011 Liebreich, 2011 Patel 2011,
Sierra, 2011, World Econormic Forurm, 2013

« tools to mobilise the private sector’

+« ‘Innovative instruments to leverage private capital’

» de-rnsking tools to catalyse private capital’







Figure 11: Fossil fuel subsidies, climate finance and
greenhouse gas emissions in developing countries

SOURCE: WHITLEY (2013)




5 multilateral climate funds

93 PFls

(private finance interventions)

$30 billion

(public and private)

1:0.8

(target)

with support from DFID now have 2 datasets
over 150 interventions (bilateral and multilateral)
aiming to mobilise private climate finance



Figure 2: Instruments of industrial policy

SOURCE: WHITLEY (2012), INFORMED BY GIZ (2012) AND BAST ET AL. (2012).

Regulatory instruments Standards (for processes and products)
(influence behaviour through legality) Property rights / land rights
Legally-binding targets
Quotas
Licences
Planning laws
Accounting systems (mandatory)
Copyright and patent protection (intellectual property rights)
Import / export restrictions

Enforcement

Economic instruments Access to resources

(influence behaviour through price) Taxes
Levies
Royalties .
Tradable permits I_n climate
Direct spending / payments finance:
Lending and guarantees -Grants
Insurance (including for bank deposits) -Debt
Government ownership (Public Private Partnerships) -Equity
Public procurement -Guarantees
User fees / charges -Insurance

Price support or controls

Information instruments Research and development

(influence behaviour through awareness) Information centres
Statistical services

Awareness campaigns

Training / education

Transparency initiatives

Voluntary performance targets
Certification / labelling (voluntary)
Accounting systems (voluntary)




Role of public policy and finance in unlocking private
investment in green growth

CURRENT ECONOMY

ENABLING PUBLIC BUDGET GOVERNMENT
POLICY g FINANCIAL
FRAMEWORK INSTRUMENTS

GREEN ECOMNOMY




Effectiveness framework for shifting
private investment:

1) Policy framework (highest impact oEcp)
2) Budget support
3) Financial instruments

and...

4) Transparency
5) Complementing and coordinating



w' Current research

Incentives and investment

— Uganda’s energy sector

— Zambia’s agriculture sector

— Vietnam, transport and water and sanitation sectors

Subsidies to key commodities driving deforestation
(Brazil and Indonesia)

Fossil fuel subsidies in developing countries: a review
of support to reform processes (DFID ICF emerging
programme)



Urgency of energy transformation

Figure 1: The carbon content of fossil fuel reserves in comparison to the carbon budget (2007 to 2013)
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G20 GOVERNMENT SUPPORT

PRIVATE COMPANY
INVESTMENT US$37

By top 20 global oil and

gas producers BILLION

FOSSIL FUEL EXPLORATION

US$88 == aition
BILLION
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BILLION

would provide heat
and electricity to the
1.3 billion people who
don’t have it by 2030

CL|MATE Where are countries spending
F'NANCE vs. their money? Is it filling the

Green Climate Fund or helping

FOSSIL FUEL fossil fuel companies find more
EXPLORAT'ON unburnable oil, gas, and coal?

. Subsidies and public finance
for fossil fuel exploration

[ Green Climate Fund pledges

Source: bit.ly/cop20-exploration
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of most of this support but Congress has yet to act.
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Fossil fuel subsidies:
S$775 billion in 2013

Fossil fuel investment:
$1,100 billion in 2013




Renewable energy subsidies:
$101 billion in 2013

Renewable energy investment:
$254 billion in 2013

Emerging
industry
1:2.5




OVl Current research

Time to change the game: fossil fuel subsidies and
climate

The fossil fuel bailout: G20 subsidies for oil, gas and
coal exploration (with Oil Change International)

Global - Fossil fuel production subsidies (with OCI,
GSI, and NRDC)



Questions?




OVl UNFece

LIMA CALL TO ACTION
(Elements for a draft negotiating text)

35. The mobilization and provision of finance shall:

b. Encourage low-emission growth, reductions in high-carbon
investment, and adaptation needs of developing countries, and
climate- resilient development;

53.1 With regard to private and alternative finance:

d. The phasing down of high-carbon investments and fossil fuel
subsidies.
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