Explanation of Current NGO Estimates on Total Financing Needs in Developing Countries & the EU’s Fair Share as given in joint NGO letters to EU Heads of State and Government

1) TOTAL FINANCING NEEDS IN DEVELOPING COUNTRIES

MITIGATION
· Commission Communication says: 
- €175bn global total, of which “more than half” (ie more than €87.5bn) will be spent in developing countries
.

· Staff working paper
 says: 
Energy & Industry

In the scenario with NO GLOBAL CARBON MARKET (ie developed countries do 30% domestic; and developing countries do 15-30% deviation from BAU only):

- costs of mitigation in developing countries for energy/industry is €48bn.

In the scenario with a GRADUAL GLOBAL CARBON MARKET (ie developed countries do 22% domestic, and 8% through offsets; developing countries do 15-30% deviation from BAU, plus additional offsets, which represent a further 6% deviation from BAU):

- total cost of mitigation in developing countries for energy/industry is €71bn
 (of which €38bn is the investment for the offsets, comprising €23bn actual mitigation costs, and €15bn rent)

So depending on the extent to which the rent is captured, additional financing requirement for 15-30% deviation from BAU in developing countries is between €33bn and €48bn. 

This is the Commission’s preferred scenario, and it assumes that all rent is captured. So Commission claims developing countries require, in addition to the rent captured from the carbon market, a further €33bn to fund 15-30% deviation from BAU.

We make no assumptions about the extent to which developed countries will meet their reduction targets through carbon credits, and no assumption about the extent to which any rent from carbon markets is captured by developing countries – as such we use the Commission’s estimate of €48bn. 

REDD

(In its October paper on forestry, the Commission estimated cost of reducing deforestation by half by 2020 is €15-20bn per year.)

In the Executive Summary of the SWP, the Commission estimates costs of meeting this REDD objective of €18bn. 

Agriculture

In the Executive Summary of the SWP and in section 6.6.4 (in my version), costs for mitigation to reduce emissions from agriculture in developing countries are €5bn.

· NGOs say:

Total mitigation costs in developing countries

Commission figures indicate total mitigation costs for a 15-30% deviation from BAU in developing countries to be:

€48bn (energy/industry) + €18bn (REDD) + €5bn (agriculture) = €71bn
(NB Total investments in developing countries, including purchase of carbon credits to meet developed country reduction target is:

€71bn (energy/industry) + €18bn (REDD) + €5bn (agriculture) = €94bn – ie more than half the global total, as the Commission says.)

ADAPTATION
· Oxfam International adaptation paper
 says:
Current costs of adaptation in developing countries are $50bn or €40bn per year.

TOTAL
So our total estimation at this stage for financing needed in developing countries to achieve a 15-30% deviation from BAU is: 

€70bn (mitigation) + €40bn (adaptation) = €110bn (per year, at least)
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2) EU SHARE OF FINANCING REQUIREMENT

· NGOs say:

EU should pay its fair share, based on “historical responsibility for emissions” and “capacity to pay”.

At this stage, we do not define an exact formula for defining these principles, nor for calculating their respective weights.

But, we can make approximate estimations at this stage on the following bases:

Historical responsibility for emissions: EU share of Kyoto Protocol Annex 1 baseline (1990) emissions is 31%
.
Capacity to pay: Current EU share of Annex 1 GDP is 39%
.

Therefore, we estimate, at this stage, a minimum requirement in the order of €35bn per year – which is approximately 32% of the total financing requirement from developed countries of €110bn per year in the post-2012 regime.
The most important thing, however, for NGOs is not an exact number, but a commitment from the EU to pay its fair share of whatever the needs-based assessment is of financing required from developed countries for mitigation and adaptation in developing countries. The financing must be adequate to maintain consistency with the <2ºC objective, additional to official development assistance targets and predictably generated.  
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