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Acronyms

CDM -  Clean Development Mechanism

COP -  Conference of Parties

ODA -  Overseas Development Assistance

UNDP -  United Nations Development Programme

UNFCCC     -  United Nations Framework Convention on Climate Change

Eradicating extreme poverty continues to 
be one of the main challenges of our time, 
and is a major concern of the international 
community. Ending this scourge will require 
the combined efforts of all, governments, civil 
society organizations and the private sector, 
in the context of a stronger and more effective 
global partnership for development.”  
-  United Nations Secretary-General Ban Ki-Moon

Climate change is the defining human 
development issue of our generation.” 
-  UNDP, Human Development Report 2007/2008

“

“
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Executive summary
Affordable energy is quite literally the fuel for development and poverty reduction. Paradoxically, affordable 

energy – in the forms it is currently available – is also fuel to the fire of climate change. A deal on technology 

transfer, to make low-carbon and carbon-free energy accessible to developing countries, is therefore one 

of the most critical pieces of a new global agreement on climate. A new technology fund offers the best 

hope of promoting a transition to clean energy pathways in low and middle income countries without 

constraining their development.

If the international community is to resolve the twin challenges of affordable energy for development 

and clean energy for controlling climate change and development, both issues must be at the centre of 

negotiations for the second commitment period of the Kyoto Protocol (referred to here as the post-2012 

agreement). The urgency of these crises is so great, and the margins for error so small, that the international 

community can no longer afford to pursue one objective at the expense of the other. Climate initiatives that 

constrain the development aspirations of the poor and development assistance that exacerbates the risks 

of dangerous climate change are no longer viable options. 

The United Nations Framework Convention on Climate Change (UNFCCC) and the Bali Action Plan provide 

a framework for reconciling the imperatives of climate and development. The UNFCCC recognises that 

developed countries have both greater historical responsibility for creating the climate crisis and far more 

financial and technological resources to address it. It therefore calls upon them to take the lead in acting to 

stabilise the climate system in accordance with equity and “common but differentiated responsibilities and 

respective capabilities.”1 Conversely, the UNFCCC also recognises the inequities in requiring developing 

countries to solve a problem that they did not cause and may have limited technical and financial capacity 

to address. It recognizes that development and poverty eradication are “the first and overriding priorities” 

of developing countries.  It stipulates that implementation of mitigation commitments by developing 

countries will depend on the extent to which rich countries keep their own promises to provide financing 

and technology.2 However, what has been lacking to date is a practical mechanism to operationalise the 

UNFCCC principle of financing and technology transfer.

The Parties to the UNFCCC agreed in the Bali Action Plan that enhanced action on development and 

transfer of mitigation and adaptation technologies will be a critical component of the post-2012 framework 

to be negotiated in Copenhagen in December of 2009.3 The Bali Action Plan calls on the Parties to 

consider creating new mechanisms to help developing countries gain access to the technologies they 

will need to respond to the climate crisis.  However, the Bali Action Plan did not answer the most difficult 

questions regarding the implementation and financing of technology transfer in the post-2012 regime. 

These include:

 What mechanisms will be created to accelerate the deployment, diffusion and transfer of 

affordable environmentally sound technologies?4  

 How will these mechanisms ensure that transfers of technology are measurable, reportable, 

and verifiable,5 and meet the UNFCCC objectives of serving the needs of the least developed 

countries6 and developing countries with particularly acute sensitivities to climate change?7  

 How will adequate and reliable funding for such mechanisms be secured?
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 How will technology needs be identified and prioritized?

 How can potential impediments posed by international trade rules and intellectual property 

rights be overcome to allow technology transfer at the scale and cost necessary to have 

meaningful impact? and

 How can cooperation on research and development of new environmentally sound technologies 

best be facilitated?8

Developing countries have identified technology transfer as a key priority of the Copenhagen negotiations, 

and have proposed a Multilateral Climate Technology Fund to facilitate the financing, transfer and diffusion 

of environmentally sound technologies.9  

ActionAid strongly supports the creation of a new mechanism under the rubric of the UNFCCC. We 

believe that this mechanism must address the fact that, in addition to the climate crisis, many developing 

countries are also grappling with a profound development crisis. They face daunting challenges in alleviating 

persistent poverty and fulfilling the sustainable development aspirations of their people. To help developing 

countries to address these challenges, the mechanism must do more than focus exclusively on the transfer 

and diffusion of mitigation technologies for high-impact industrial sectors in the middle-income countries. 

It must also prioritise technologies that will expand access to carbon-free energy services, particularly in 

the least-developed countries and to the “bottom billion” of the world’s poorest citizens.

To advance both poverty alleviation and sustainable development objectives equitably and effectively, the 

proposed mechanism should be guided by the following principles and criteria:

 Funding for the mechanism should be adequate, secure and additional to existing Overseas 

Development Assistance (ODA);

 Financing from the mechanism should be provided on a grant or concessionary basis and 

should not be encumbered by unrelated policy conditions; 

 The mechanism should be publicly accountable, transparent and representative; 

 The mechanism should promote the transition to low-carbon energy pathways; 

 The mechanism should prioritise the transfer and diffusion of technologies that promote 

sustainable development and poverty alleviation; and 

 The mechanism should catalyse policy innovations that incentivise the diffusion of technology 

for sustainable development.
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I. Integrating climate change and 
development through the transfer of 
clean technology

Affordable energy is quite literally the fuel for development and poverty reduction. Paradoxically, affordable 

energy – in the forms it is currently available – is also fuel to the fire of climate change. A deal on technology 

transfer, to make low-carbon and carbon-free energy accessible to developing countries, is therefore one 

of the most critical pieces of a new global agreement on climate. A new technology fund offers the best 

hope of promoting a transition to clean energy pathways in low and middle income countries without 

constraining their development.

If the international community is to resolve the twin challenges of affordable energy for development 

and clean energy for controlling climate change and development, both issues must be at the centre of 

negotiations for the second commitment period of the Kyoto Protocol (referred to here as the post-2012 

agreement). The urgency of these crises is so great, and the margins for error so small, that the international 

community can no longer afford to pursue one objective at the expense of the other. Climate initiatives that 

constrain the development aspirations of the poor and development assistance that exacerbates the risks 

of dangerous climate change are no longer viable options. 

The United Nations Framework Convention on Climate Change (UNFCCC) and the Bali Action Plan provide 

a framework for reconciling the imperatives of climate and development. The UNFCCC recognises that 

developed countries have both greater historical responsibility for creating the climate crisis and far more 

financial and technological resources to address it. It therefore calls upon them to take the lead in acting to 

stabilise the climate system in accordance with equity and “common but differentiated responsibilities and 

respective capabilities.”10 Conversely, the UNFCCC also recognises the inequities in requiring developing 

countries to solve a problem that they did not cause and may have limited technical and financial capacity 

to address. It recognizes that development and poverty eradication are “the first and overriding priorities” 

of developing countries.  It stipulates that implementation of mitigation commitments by developing 

countries will depend on the extent to which rich countries keep their own promises to provide financing 

and technology.11 However, what has been lacking to date is a practical mechanism to operationalise the 

UNFCCC principle of financing and technology transfer.

The moral and equitable basis for “common but differentiated responsibilities” is undeniable. Most emissions 

reductions must indeed come from developed countries, and unless they accept binding targets, the 

UN agreement will fail to avert climate catastrophe. But the climate crisis is now so acute that the UN 

agreement could also fail unless ways are found to enable developing countries to accelerate their own 

shift to low-carbon growth. So little of the Earth’s carbon sink capacity remains that neither developed nor 

developing countries can continue to pursue development strategies based on the relentless expansion 

of fossil fuel consumption.12 By some estimates, to meet the UNFCCC’s core objective of preventing 

dangerous interference with the climate system, global greenhouse gas emissions must peak in 2013 and 

decline to 80 per cent below 1990 levels by 2050.13 However, if concerted action is not taken, emissions 

are projected to almost double in that timeframe.14 The bulk of this growth in emissions will come from 

developing countries through population increases as well as further industrialisation.15 Accordingly, it 

is crucial that the Bali commitment to financing and technology transfer is operationalised so that high-
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emitting, middle-income countries in particular are able to reduce their emissions.16 

Without substantial assistance and incentives from the developed world, most developing countries 

have little choice but to continue to rely on conventional, carbon-intensive sources of energy. The Bali 

Action Plan therefore calls for “nationally appropriate mitigation actions by developing country Parties in 

the context of sustainable development supported and enabled by technology, financing and capacity-

building, in a measurable, reportable and verifiable manner.” 17  

As the Bali Action Plan suggests, the effectiveness of the post-2012 framework will largely depend on the 

commitment of developed countries to transfer and help deploy appropriate, climate-friendly technologies 

in developing countries. This will require a substantial transfer of resources and capacity from developed 

countries. The 2006 Stern Review has estimated the necessary incremental costs of low-carbon 

investments in developing countries to be at least $20-30 billion per year. 18

If the international community is to resolve 
the twin challenges of affordable energy for 
development and clean energy for controlling 
climate change and development, both 
issues must be at the centre of negotiations 
for the second commitment period of the 
Kyoto Protocol.”

“
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II.  Clean energy and sustainable 
development 

Developing countries must meet burgeoning domestic energy demands if they are to continue to raise 

the living standards and expand the economic opportunities of their growing populations. This is an 

urgent development challenge. Worldwide, about 1.6 billion people still lack access to electricity, and 

over 2.5 billion people still depend on biomass as their primary source of cooking fuel.19 Lack of access 

to reliable modern energy services can adversely affect public health, constrain educational opportunities, 

and impede the realisation of other important dimensions of human development and well-being.20  

Renewable energy sources and energy efficiency improvements have the potential to provide the energy 

needed for human development while delivering substantial poverty alleviation, sustainable development 

and environmental benefits.21 “Negawatts” produced by investments in energy efficiency are often the 

cheapest source of available energy.22 Expanded use of renewable energy increases independence of 

energy consumption and can protect businesses and households from the vicissitudes of global energy 

markets.23 Switching from coal-fired power plants to renewable sources of electricity can substantially 

improve air quality and public health outcomes. Public transit systems can dramatically improve urban 

air quality and increase the mobility and economic prospects of the urban poor. Replacing biomass with 

clean cooking fuels can reduce the millions of premature deaths of women and children due to indoor air 

pollution, and can improve women’s economic and educational opportunities by eliminating the need for 

them to collect firewood and other fuels.24 And distributed renewable energy options can outperform grid-

based schemes for rural electrification.25

Switching from coal-fired power plants 
to renewable sources of electricity can 
substantially improve air quality and public 
health outcomes. Public transit systems 
can dramatically improve urban air quality 
and increase the mobility and economic 
prospects of the urban poor. Replacing 
biomass with clean cooking fuels can reduce 
the millions of premature deaths of women 
and children due to indoor air pollution, 
and can improve women’s economic and 
educational opportunities by eliminating the 
need for them to collect firewood and other 
fuels.”

“
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III:  Technology transfer in climate 
negotiations: from Rio to Copenhagen 

A mechanism to facilitate the widespread transfer, diffusion and deployment of climate-friendly 

technologies will be an indispensable component of the post-2012 agreement. The UNFCCC sets out 

the basic framework for transferring environmentally sound technologies from developed to developing 

countries. The UNFCCC requires Parties to the Convention to promote and cooperate in the development, 

application, diffusion and transfer of relevant technologies, practices and processes in accordance with 

the Parties’ common but differentiated responsibilities.26 Article 4.5 of the Convention requires developed 

countries to “take all practicable steps to promote, facilitate and finance … the transfer of, or access to, 

environmentally sound technologies and know-how to other Parties, particularly to developing countries 

to enable them to implement the provisions of the Convention.”27 Additionally, Article 4.7 recognises that 

the implementation of developing countries of their UNFCCC commitments (including the formulation and 

implementation of national programmes containing mitigation and adaptation measures under depends 

upon the provision of financial and technological resources by developed countries.28  

At the seventh Conference of Parties in Marrakesh, the Parties created a framework to develop “meaningful 

and effective actions” to implement the broad principles articulated in Article 4.5. The Parties identified five 

key areas in which such actions would be prioritised:

 Technology needs and needs assessments; 

 Technology information;

 Enabling environments;

 Capacity building; and

 Mechanisms for technology transfer.29 

They emphasised that actions within the framework must be undertaken in a “country-driven,” “integrated” 

and participatory and inclusive manner. 

The Kyoto Protocol, agreed by the Parties at COP-3, created the Clean Development Mechanism (CDM) 

as a conduit for financing low-carbon investments in developing countries. The CDM was designed to 

enable companies in developed countries to offset their emissions at low cost by purchasing emission 

reduction credits from low-emission, sustainable development projects in the developing world. 

The Bali Action Plan reaffirmed that the responsibility of developing countries to mitigate their climate 

impacts should be understood in terms of what is “nationally appropriate … in the context of sustainable 

development,” and supported by technology, financing and capacity-building assistance from developed 

countries.30 It calls for “enhanced action” regarding technology development and transfer to support 

mitigation and adaptation efforts.31 However, the Bali Action Plan did not answer the most difficult questions 

regarding the implementation and financing of technology transfer in the post-Kyoto regime. 
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These include: 

 What mechanisms will be created to accelerate the deployment, diffusion and transfer of 

affordable environmentally sound technologies?32  

 How will these mechanisms ensure that transfers of technology are measurable, reportable 

and verifiable,33 and meet the UNFCCC objectives of serving the needs of the least-developed 

countries34 and developing countries with particularly acute sensitivities to climate change?35  

 How will adequate and reliable funding for such mechanisms be secured?

 How will technology needs be identified and prioritised?

 How can potential impediments posed by international trade rules and intellectual property 

rights be overcome to allow technology transfer at the scale and cost necessary to make a 

meaningful impact? and

 How can cooperation on research and development of new environmentally sound technologies 

best be facilitated?36 

These issues may prove difficult to resolve in the larger context of the negotiations. China maintains 

that the principle of “common but differentiated responsibilities” in the UNFCCC and Bali Action Plan 

exempts middle-income countries that are heavy emitters from the responsibility of assuming any binding 

commitments to reduce their emissions.37 In support of this position, they cite the developed world’s 

disproportionate historical contribution to the problem and the continued disparity in per capita emissions 

between the developed and developing world.38 They also point out that legally binding targets are 

worthless if the countries concerned do not have the capacity and means to implement them in the first 

place. 

Instead, the G-77 and China have emphasised the central role that technology transfer must play in 

helping poorer countries to voluntarily reduce the carbon intensity of their economic output.39 Towards this 

end, they have called for an enhanced mechanism for financing and facilitating the transfer of technology 

to developing countries.40 China, for its part, has also emphasised the potential barriers to technology 

transfer posed by intellectual property rights, and has called for compulsory licensing for patented 

environmentally sound technologies, “specific legal and regulatory arrangements to curb negative effects 

of monopoly powers,”41 and a Multilateral Technology Ac¬quisition Fund that could buy out of intellectual 

property rights.42 

Many of these positions may not be easily accepted by the United States and other developed countries 

that must be included in a post-2012 framework for it to have any hope of success. Much will depend on 

the leadership of the new US Administration. The US has historically refused to take on binding emissions 

reductions commitments without key developing countries, notably China, doing the same. It has 

emphasised that China is now, or will soon be, the leading emitter of greenhouse gases, and that climate 

stabilisation objectives simply cannot be reached without China’s participation. Moreover, the proposals 

for enhanced mechanisms of technology transfer generally anticipate that they will be largely or entirely 

financed by developed countries. However, developed countries are unlikely to agree to transfer taxpayer 

funds to developing countries on the scale that will be necessary to make a meaningful impact, particularly 

to countries that have not taken on reduction commitments of their own.43 This is particularly true in the 

US, where overseas development assistance of all kinds is often viewed with scepticism.44 Alternative, 
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‘innovative’ funding proposals, such as schemes to tax international shipping or air travel, involve an 

unprecedented incursion on sovereign taxing authority and empowerment of global bureaucracy that is 

likely to be a political non-starter in the US and other developed countries. And developed countries have 

traditionally been vigilant in protecting the intellectual property rights of their companies. If the enormity of 

the climate challenge is not sufficient to induce them to relax their positions, than the prospect of reaching 

a climate deal in Copenhagen will be greatly threatened. 

IV:  Technology transfer for poverty 
alleviation and sustainable development

A primary objective of a technology transfer mechanism must be to reduce the greenhouse gas emissions 

of high-impact industrial sectors in middle-income countries. These sectors are among the fastest growing 

sources of emissions, and offer enormous opportunities for achieving emissions reductions at the scale 

necessary to make an impact on the global crisis. 

However, it will also be critical to transfer and diffuse technologies that more directly address the 

development crisis. The mechanism must therefore include technologies that can expand access to 

carbon-free energy services, particularly in the least-developed countries and to the “bottom billion” of the 

world’s poorest citizens. In particular, this should include smaller-scale renewable energy and efficiency 

projects that provide direct sustainable development benefits for local communities.

There are a several reasons for including mitigation technologies that are appropriate for community-level 

projects in the mechanism. First, including these technologies will enable the least-developed countries 

that generally do not have large and rapidly growing energy and industrial sectors to benefit from the 

mechanism.45 Second, it will enable the mechanism to help capture mitigation opportunities that directly 

integrate poverty alleviation and sustainable development objectives. 

Third, it may better align the contributions of the mechanism with those of the private-sector carbon 

finance markets. The vast majority of the financing that has been mobilised by the Kyoto Protocol’s 

Clean Development Mechanism (CDM), for example, has gone to large-scale industrial and infrastructure 

projects located in middle-income countries. These projects are attractive to private investors because 

they generate large amounts of credits at relatively low cost.46 Thus, a mechanism that focused on the 

transfer of industrial-scale technologies might compete directly with the CDM (or its successor), and could 

suppress the supply of available credits for the private-sector market. Conversely, small-scale projects 

in the least-developed countries have found it much more difficult to attract carbon finance because of 

their higher transaction costs and perceived risks, as well as because of the design and policies of the 

CDM itself.47 Focusing on these kinds of technologies would allow the new mechanism to fulfill a set of 

compelling needs that have largely been overlooked by private-sector carbon finance markets.
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V:  Recommendations: principles for a new 
technology transfer mechanism

ActionAid believes that in order to advance both climate and sustainable development goals equitably and 

effectively, a proposed mechanism should be guided by the following principles and criteria:

 Funding for the mechanism should be adequate, secure and additional to existing 

Overseas Development Assistance (ODA): Developed countries should commit to provide 

stable funding that is sufficient to the task at hand, and that will remain so in the future.48  

This funding should be new and additional to ODA. Developed countries should not divert 

finds from other development assistance programmes in order to meet their commitments 

under the UNFCCC49 and the Bali Action Plan to finance the transfer of environmentally sound 

technologies.50 Similarly, funding provided outside the authority of the UNFCCC should not be 

regarded as part of these commitments.51  

 Financing from the mechanism should be provided on a grant or concessionary basis 

and should not be encumbered by unrelated policy conditions: In accordance with basic 

principles of equity and “common but differentiated responsibilities and respective capabilities”, 

Article 11 of the UNFCCC specifies that a mechanism for the provision of financial resources 

and transfer of technology should operate on a grant or concessional basis.52 The mechanism 

should be used to support policy reforms to facilitate investment in clean technology in 

carbon-intensive sectors such as energy, transportation and forestry, and for community-level 

renewable energy and energy efficiency projects. However, it must be sensitive to preserving 

the domestic political space to craft policy solutions that are responsive to local needs. Funding 

therefore should not be tied to unrelated issues such as reforms in macroeconomic policy. 

 The mechanism should be publicly accountable, transparent and representative: The 

new mechanism should operate in accordance with generally accepted principles of public 

accountability and responsiveness in global governance,53 and the UNFCCC’s requirement 

that financing mechanism have “equitable and balanced representation of all Parties within 

a transparent system of governance.”54 It should provide ample space for citizen input and 

oversight. Technology needs should be identified through a participatory, country-driven process 

that gives key stakeholders from government, civil society and business a meaningful voice in 

assessing alternatives and designing and implementing technology transfer strategy plans.55  

 The mechanism should promote the transition to low-carbon energy pathways: The 

mechanism should only finance technologies that are environmentally and socially sustainable 

and will facilitate a shift away from fossil fuel-based energy sources. Investments in fossil-

fuel technologies, biofuels, nuclear power and large-scale hydropower facilities that do not 

meet World Commission on Dams standards should not be eligible.56 The mechanism should 

prioritise initiatives that improve the efficiency of existing infrastructure and systems.

 The mechanism should prioritise the transfer and diffusion of technologies that 

promote sustainable development and poverty alleviation: The mechanism should 

prioritise affordable, locally-controlled energy production and distribution technologies that 

can provide secure and affordable energy services to  1.6 billion of the world’s poorest citizens 
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who currently lack electricity. It should also prioritise technologies that promote the economic 

self-determination and disproportionate burdens of poverty that fall on women. It should also 

promote endogenous innovation, so that developing countries can acquire the means to 

develop their own technology solutions.

 The mechanism should catalyse policy innovations that incentivise the diffusion of 

technology for sustainable development: There is a wide range of policy initiatives that 

low- and middle-income countries could be encouraged to adopt to reorient their economies 

toward low-carbon development pathways while promoting sustainable development.57  

Energy efficiency standards and incentives, feed-in tariffs for renewable energy, and renewable 

energy portfolio standards, for example, have all proven effective in a number of different policy 

contexts.58  
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