Climate finance needs
overhaul, funds influx

limade finance isthe focus of the
meetings of contral ankers, experts
ministers of finance as they seek to set
o for this year's Conference of
Parties (COP). Low-income countries hanve long
complained of the falled climste-finance prom-
e, with the devdoped world not meeting the
bl o
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goal (NCQG), As negotistars sct their cyes on
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past expenience.

The foremost concern for negotintors and
expents is that the erm climate france rensins
il defined This 1s partcularty important snoe
climate finance flows are bagely composed ol
e, ared bardly 15% of it is concessional Nearly
half of these flows are from the privite
:u.mnmwm-
finance flows. The line between the
two remdns blurry. and it is essential
© identify new and additional resour
s, Also, the contributions o dimmate
adbaptation that reguire public finance
have been bess than satisfactony

Given these shoricomings, it is
important to tum attention to the
sources of the $3-6 trillion required to reach the
net zero goal Whilke there s sulficent mtention
on memational public finance flows. theres a
nexd for clear — wihet kind of cp-
ital will be available for adapiation and what
will be available for miti Evidenoe bears
that private capital cin be chunnellad o com-

mercial mitigaton Emhlpuhcm
will remain critical . This means
the ense of access 1o funds the multilateral
bodies will be important. The independent
expert group of the Indian G20

explorad ways through which multilateral
development banks (MDBs) con their
tabance shest by accounting for cipital
rermoving lending limits. and preformod creditor
trestment. These changes are possible with the
shift in sharehokder expectations. Mare iempor-
tltltb' the ap h o credit mtings. which
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Another critical aspect is the determination
of the muanner of contribution and distribution
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read alang with income kevels. The setting of
NOQG on an eoonomic hsis that can be revised
aver time is 8 serminal issue. For exasmple. India
in its submission to the NCOG ad hoc group,
recommended i 2% of Gross Domestic Product
comtribution for developed countries.
Consciows of the demands of
countries. international capital will indeed
play a role. Thereare, however, barriers 1o the
scaling up of such capital. Fiest, exchange rate
shocks from a massive inflow can be signifi-
anl Second, if the Now continues o be in the
form of debe, heavily indebted countrics stare
at a dire fiscal future. Therefore. dm
counitries must be wrgedto be more
atr tow ards the macTooconom ic constraints of
the developing countrie<. which would include
providing an option of moratorium. if not a
write-off on the debe
Domestic resource mobilisstion
will also contribaute to chimate finance.
Domestic taxes can be an instrument
but the task force on international tax
expects that this would be met
through a carbon levy on mantinme
transport. lnancial transaction tix
(FTT), globeal minimum tax, and car-
bon taxes, But are these revenue
strenms sustainable in the long werm?
For example. studics estimute thast the global
minimum tax will geocrate $150 Wllion annu-
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Such reforms would. in nern depend on eco-
NOMIC Structures
As NODG takes shape. countries
nexad Lo assess the extent o internn-
tlomal cupital will be sustainable and neces-
sary. The propositions concerning national
contributions need 10 be based on economic
mationale and revised periodically Lasthy, while
levies are an sttractive proposition, they
shoukd not be implemented without consider
ing the growth and investment concerms ol
eoonaities. A more funidamental
shift is to think of a package of reforms constst-
ing of domestic resource mobilisation and a
shift in the way intermational fimancial ing it
tons assess developing country risks,
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