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CLIMATE FINANCE IN THE CONTEXT OF THE PARIS AGREEMENT:
OPPORTUNITIES AND CAUTIONS FOR UKRAINE

The adoption of the Paris Agreement (UNFCCC, 2015ketathe beginning of a new phase in tharcle
for responses to climate change. In particular agreement made important adjustments to the aothi¢ anc
procedures of international climate finance, asafrtbe key instruments for supporting necessargsuees. Bu-
ilding on systematic review of recent scientifietature, analytical reports and publicly availabifcial infor-
mation on climate finance, the article discussgsdkenges in the sphere, taking place after thptamoof agre-
ement and their relevance to Ukraine, where higbheetations regarding climate finance come fromdbe
vernment, business and public. Given the polar@tiedate policy in Ukraine, the emphasis is placadtee im-
portant nuances of the emerging climate finanoasetthat often go unnoticed by analysts and relseercna-
mely — a clear need for alternatives to emissidfeetiing, the importance of developing a systemrézogni-
zing, monitoring and verification of the effectivess of adaptation measures, and need for solutistssle of
the decarbonization policy and the respective fagdliriorities. Based on international experienasfdr to con-
sider climate finance and other economic instrusiast solutions, which, along with their potentitieetive-
ness, are not a panacea. Climate finance shoultt@gergies in the system of climate change meashut al-
so should not become a barrier or "veil" to systechiange in society, one that requires changes maca pro-
found, than the allocation and proper use of sigfficfunds. Financing climate action should cdesinot only
"hard" solutions, but also investments into anduring of social and cultural innovation and expentaton,
which are at the roots of necessary change. Clifirdace shall only be effective when public deldtem anc

participation becomes a foundation for all otherosc
Knrouosi crrosa: climate finance; carbon markets; decarbonizaticy; international cooperation.

Introduction. Climate change is among the most serithe costs of transitioning to a low-carbon globebreomy

ous issues life on Earth currently faces. Whilegtacess is
long-term, urgent and continuous action is needem\ver-
se, prevent and mitigate what is possible and ¢épame for
the unavoidable. This article focuses on climatarice, as
one of the acclaimed and promising ways of suppgrsio-
lutions to climate change challenges (OECD, 2016a).

The article provides an overview of the changethan
climate finance architecture since adoption of Plagis ag-
reement and suggest ways to use the new finantegstetr
addressing climate change in Ukraine. The worlelisvant
considering polarized, while insufficiently nuancednate
policy debates in Ukraine — with fossil fuel lobayd disre-
gard of need to drastically increase Nationallydbetined
Contributions (NDCs) on one side and enthusiastiedur
for any type of international climate finance, whis seen
almost as panacea for all the climate threats therother.
Here, more thorough considerations are suggested
exploring climate finance opportunities in Ukrair@ong
with suggestions to ways to avoid unfavourable oé®iin
the near future.

This article builds on analytical reports of intational
organizations, scientific papers fro8topusdatabase, and
publicly available official reports focusing onrolate finan-
ce broadly and particularly regarding Ukraine's teat
published mostly during the last two years, howealso
relevant literature published from earlier years.

Climate finance landscape

Climate finance backgroundA comprehensive defini-
tion of climate finance comes from Climate Policytihti-
ve, which explains it as "financial resources paiccover

and to adapt to, or build resilience against, euramd futu-
re climate change impacts" (Falconer & Stadelma0d4).
Climate finance concerns with who, where, usingchhi
instruments and into which projects/solutions moisein-
vested. Comprehending and tracking climate finalioevs
to reveal patterns, showing for example what pitsjexr
instruments have steadily delivered effective ontes,
where the hotspots of climate innovation lie or hopypor-
tunities can be best used in particular situatitinsan also
support more effective and fair climate changeoagthel-
ping the most vulnerable to adapt faster, as wetbachan-
nel money for mitigation where it is most neede®C
2016).

Global climate finance: novel instruments and the-e
pansion of green bondsRatification of the Paris Agre-
ement in 2016 has put climate action, renewableggremnd
fustainable technologies into the forefront of glom-
vestments. Article 2(1) of the agreement statesrthtions
commit to "Making finance flows consistent with a
pathway towards low greenhouse gas emissions &mad-cl
te-resilient development" (UNFCCC, 2015). Articlst@tes
that "Developed country Parties shall provide ficiahre-
sources to assist developing country Parties vefipect to
both mitigation and adaptation in continuationtadit exis-
ting obligations under the Convention" (UNFCCC, 2D1
In Paris countries confirmed its prior commitmeminiobi-
lize USD 100 billion annually till 2020, with ainod further
increasing this amount. While disputes remain anpio-
mises and failures of the Paris Agreement, it isle@vt the
treaty made some critical contributions to the ¢fesnin
climate finance landscape. Paris Agreement is [ cia
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time and context much different from the Kyoto Boatl—  air, while becoming the greatest implementer ofhpro-
while the world is still divided by the levels okwkelop- jects, which however received a minor share of iiumpd
ment, now all signatories shall make climate commaitts compared to th€ DM (Haidutskyi, 2016). In regards to ge-
and set targets, with 165 countries so far sulbmgitthe in-  neral investments into climate related projectsedaon the
tended nationally determined contributions (INDCSs). OECD analysis for 2013-2014, around USD 860 million
The climate finance architecture is going throughi-m annually came to Ukraine over this period. Most edrom
tiple changes considering failures of the Kyotot®tol multilateral channels (over 10 times higher thatatbral)
mechanisms. A recent EU study (Cames et. al, 20b6) and in loans (77.8 %), except of the finance fromDeve-
Clean Development Mechanism (CDM) effectivenessvdrajopment Assistance Committee countries, which ptedi
a conclusion that 73 % of potential CDM creditsgigfl  USD 60.7 million per year solemnly in grants (OECD,
between 2013 and 2020 are not likely to providelirme- 2016 b). Climate-related development finance caroenf
asurable and additional” reductions in emissiortsleathey  the European Bank for Reconstruction and Developmen
can lead to 3.5 billion tones G@missions increase within USD 309 million per year, International Bank for -Re
this period. A similar study by Stockholm Envirommbe construction and Development and European Investmen

Institute (Kollmuss, Schneider & Zhezherin, 2016pwed Bank (both — USD 165 million per year), and Climéte
600 million tones increased emissions from Joinplén  vestment Funds — USD 150 million per year.

mentation scheme. If we want new mechanisms ofsPari |n regards to domestic finance, since 2008 Ukrhias
Agreement to be effective, we will have to cargfulbnsi- been developing and updating feed-in-tariff "the@r Ta-
der previous experiences. riff", directing finance to renewable energies éolwind,
Paris Agreement comes with two new instruments — C@iomass and biogas) and simultaneously supportiagise
operative Approaches (CA) and Sustainable Developmeof locally produced components (IEA&IRENA, 2015).
Mechanism (SDM). The SDM was designed to replaee tiThere is also a scheme providing grants to coveo @9 %
CDM and JI, aiming at public and private particifgan of investments into gas boiler replacement with-gas al-
implementing activities that mitigate climate charigside ternatives, so far USD 1.9 million have been alledgEC,
a host country. Meanwhile, Cooperative ApproachiEsva 2015). Declared plans for establishing a natiomargy Ef-
country-to-country transfer of mitigation outcome&DM ficiency Fund remain unclear (GoU, 2015 a).
comes as a new promising instrument for climaterfee, Prospects for the future: towards a more comprehiens
focusing both on emissions reduction and broadetasu ve approach. Ukraine's intended nationally determined
inable development goals. Comparing SDM and CDM, thcontribution (INDC for the Paris Agreement is "ot exce-
key recommendations that come from Carbon Markeld 60 % of 1990 GHG emissions level in 2030" wihdi-
Watch include withdrawing carbon offsetting fronetRaris ness to revise targets after "the restoration fetritorial
Agreement, focusing on results-based finance atabks  integrity and state sovereignty as well as afterapproval
hing effective transition process to SDM. So faisittoo  of the post-2020 socio-economic development stiegeg
early to make statements about the prospects ofutbee  with account of investment mobilization" (GoU, 2046
architecture, since the procedures are yet to belojged. Most national experts consider these targets tdd amd
At this points critical issues remain with categorg and suggest 30 % from the 1990 baseline (70 % reductian
evaluating (Roberts & Weikmans, 2017) as well g®ore uld be a more reasonable target, set at least 6&0 2
ting and verification of climate finance (Xu, Do&gWang, (Dombrovskyi & Heletukha, 2016, for more detailddbe-
2017). ration see Sidenko & Veklych, 2016). Current "Cqtder
Outside Paris Agreement, another emerging and pronRealization of the National Policy in the SphereCtimate
sing field of climate finance — green bonds marigeta- Change" (CMU, 2016) remains a very general andadacl
pidly growing, with 900 million USD in 2009, it haghifted  tive document, requiring much more careful elaborat
to 11 billion USD in 2013 and 81 billion USD in 28)Iwith One of the new interesting instruments for Ukrainia
expectations for 150 billion in 2017 (www.climate-companies are innovation vouchers, which allow tHem
bonds.net). The scheme may be particularly intexg@sor  get irrevocable financing for projects connectedécrease
financing transformations in urban settings, aka$ been in energy consumption, decrease in carbon emissiods
successfully demonstrated by Gothenburg Swedencitye curbing down resource intensity of productiof@uthor's
has issued first green bonds for SEK 500 millior2@13, translation from Ukrainign (http:/innovoucher.com.ua).
expanding to SEK 1.8 billion in 2014, and SEK 1lidil European Bank for Reconstruction and Developmetitinvi
both in 2015 and 2016 (UNFCCC, 2017). So far Gothefthe FINTECC program and with finance from EU Ne-
burg raised SEK 4.36 billion through financial metk ighborhood Facility has provided EUR one milliomtltan
Green bonds are used for funding climate changgation  be distributed among up to 50 companies who corwjtly
& adaptation projects, adoption of low-carbon ahelan abovementioned targets. The program can offer fiaten
technologies (e.g. cars that produce zero emissiortsi- contributors support with funds for testing andtifieation
ogas project), as well more broad sustainabilibjguts. of the innovations, research and design, patemtiragpntin-
uous development of climate innovations.
Clima East (2017) registry lists a pending "Develop
Achievements prior to Paris Agreemenwithin Kyoto  ment of ETS in Ukraine" project funded by Governiain
Protocol Ukraine become active only on the sixtary@nce Germany (BMUB) and implemented by GIZ. It is exgett
of its implementation, being unable to sell 80 %tsf'hot" to start in 2017 (previous phases date back to 2Gdith

Climate finance in Ukraine
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further duration to be determined. According to@aMar-

ket Watch, if carbon markets are to contribute tasebe-

low 1.5 °C goal "they must work to rapidly increasmabiti-

on and guarantee high environmental integrity" (CB
2016). This particularly pertinent in the light what Sarah
Bracking (2015) calls "virtual green economy" orégn

economy spectacle”, where in many cases climatndia
explored through the lens of real life reveals device of
non-performing, degraded and simply non-existingndwi
farms, offsets, carbon-capture technologies ane plan-

ting efforts" (p. 2352).

Many issues and solutions still remain outsidefitten-
ce, requiring good governance and effective publiolve-
ment into experimentation and exploration of sqdieha-
vioral and cultural aspects of responses to clinchi@nge
(Castan & Bulkeley, 2013; Williams, 2017), findipgoper
balance between incremental and transformationahgé
(Winkler & Dubash, 2016), as well as achieving aate
definition of problems and the most appropriateleséar
intervention, proper timing for different decisioasd the
best set of instruments needed to achieve relesfaamnges
(Huitema et. al, 2016).

Conclusion. While internationally challenges remain

for including adaptation into climate targets, ikrkine the
issue is particularly pertinent. Along commitmeatequal
priority of mitigation and adaptation, no targetsactivities

Change]. Cabinet of Ministers of Ukraine. OrdernGept from
07.12.2016\e 932-r. [in Ukrainian].
Dombrovskyi, O. & Heletukha, H. (2016). Paryzkariditychna uho-

M da: Ukraini treba skorotyty vykydy na 70 % [Parigr@te Agre-

ement: Ukraine should cut emissions but 70E6pnomic Truth.
Retrieved April 26, 2017. Retrieved fronfttp://www.eprav-
da.com.ua. [in Ukrainian].

EC (2015). Implementation of the EU-Ukraine Memaiam of Un-
derstanding on Energy Cooperation during 2@ropean Com-
mission.Retrieved April 26, 2017. Retrieved from: https/éeiro-
pa.eu/

Falconer, A., & Stadelmann, M. (2014). What is aliemfinance? De-
finitions to improve tracking and scale up climétence A CPI
Brief, Climate Policy Initiative, Rep., 9 p.

GoU (2015a). Ukraine invites Sweden to join esthiofient of Energy
Efficiency Fund,Web-portal of Ukrainian governmeriRetrieved
April 26, 2017. Retrieved from: www.kmu.gov.ua/

GoU (2015b). Intended Nationally-Determined Conttitn (INDC)
of Ukraine to a New Global Climate Agreement, Gaweent of
Ukraine. Retrieved April 26, 2017. Retrieved from:
http:/Amww4.unfcce.int/

Haidutskyi, I. (2016). Kudy ydut kiostki hroshi [Wte does the Kyo-
to money go].Mirror of the Week.Retrieved April 26, 2017.
Retrieved from: http://gazeta.dt.ua/. [in Ukraijian

Huitema, D., Adger, W. N., Berkhout, F., Massey Nfazmanian, D.,
Munaretto, S., &... Termeer, C. M. (2016). The goeace of
adaptation: choices, reasons, and effects. Inttotuo the Special
Feature. Ecology & Society, 4B), 627-641. doi:10.5751/ES-
08797-210337

in regards to adaptation have been formulated mwithiEAIRENA (2017). Retrieved April 26, 2017. Retregl from:

INDCs and no legislative or policy frameworks hadeen
developed so far, except of a very general natipoity
concept, which comes along with almost absent &iman
of climate change adaptation. Optimism for the fidsss-
tablishment of the internal carbon market oughiddalan-
ced by results-oriented mechanisms of its functignMe-
anwhile, even the most advanced climate financhite
ture won't solve the climate challenges withouivacparti-
cipation of the public, thus comes to forefront tieed to
not only support "hard" infrastructure projectst blso so-
cial and cultural innovation and experimentation.
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B. H. Co108uii

®UHAHCUPOBAHUE MEPOIIPUATHUM 1O IPOTUBOJAENCTBUIO USMEHEHUAM KJIUMATA
B KOHTEKCTE NAPUACKOI'O K/IMMATHYECKOI'O COI'JIALIEHUA:
BO3MOKHOCTHU U NIPEAOCTOPOKHOCTH /14 YKPAUHBI

IMpunstue [apmwkckoro cornaienus (2015)Hauano HOBBIN 3Tan B TIOUCKE PELICHMI 10 CMSATYCHHIO M aJIANTAlMK K TII00AIBHBIM M3-
MEHEHMsIM kianMmara. CornameHue MPUBHECIO BaXXHBIE KOPPEKTUBEBI B apXUTEKTYPY W MPOLELYPHI MEXIYHAPOIHOTO KIMMATHIECKOTO
(hmHAHCHMPOBAHMS KAaK OJHOTO M3 KITIOYEBBIX MHCTPYMEHTOB MOMAEPKKH HEOOXOANMBIX Mep. PaccMOTpeHb! MPUHINIMATBHEIE U3MEHE-
HUS B chepe KIMMaTHIECKOTro (JHAHCHPOBAHMS, KOTOPBIE MPOU3OIIIH MOCIE MPUHATHS COTTAMICHNS ¥ X aKTyalbHOCTh I Y KpauHsbI,
rje Ha KiMMaTuieckoe ()MHAHCUPOBAHKME BO3JAraloTcs GOJIBIINE HAIEKIbl CO CTOPOHBI OPraHOB BIACTH, OM3HEca M OOIIECTBEHHOCTH.
VYuuThIBas NOJSPU30BAHHYIO KIMMATHYECKYIO MOJIMTUKY B YKpauHe, akIEHT C/IeJIaH Ha Ba)XHBIX aCIeKTaX KJIMMaTH4ecKoro (pMHaHCH-
POBaHMUS, KOTOPbIE YaCTO OCTAIOTCS 63 BHUMAHMsI aHAJIMTHKOB M YYCHBIX, @ IMEHHO: HEOOXOIMMOCTh MOMCKA alIbTEPHATHB MEXaHU3MaM
KOMIIEHCALMK BBIOPOCOB, BAXKHOCTH Pa3pabOTKH CUCTEMBI MPU3HAHKS, MOHUTOPUHIA U BepupUKaimy 3PPEeKTHBHOCTH Mep 110 ajanra-
LMY, a TAKXKE BAXHOCThH MOWCKA PEIICHUIT 32 TpeaenaMy MOJIUTHKY JeKapOOHU3AMK ¥ COOTBETCTBEHHO — OPUEHTUPOBAHHOTO Ha HEe
¢unancuposanns. Ha ocHoBe aHanmM3a MHPOBOTO ONBITA MPEAIOKEHO paccMaTpuBaTh (PMHAHCHPOBAHUE U APYTHE SKOHOMHUYECKHUE
WHCTPYMEHTHI KaK 3JIEMEHTH! TPAaHC(OPMALMOHHBIX PELIEHNH, KOTOPbIE, HECMOTPSI HAa CBOIO MOTEHIMAIBHYIO NEWCTBEHHOCTD, HE SIBIIS-
10Tcs nmaHaneelt. Kimimaruaeckoe rHaAHCHPOBAHUE JOHKHO HE TOJIBKO CO3/1aBATh CHHEPIUU B CHCTEME MEp 110 M3MEHEHHMIO KIIMMAaTa, HO
W HE NPEISITCTBOBATH CUCTEMHBIM OOIIECTBEHHBIM M3MEHEHHMSIM, KOTOpbIE TPeOYIOT G0Jiee CYIIECTBEHHBIX C/IBUIOB, @ HE TOJILKO BbLIE-
JIEHUS JOCTATOYHOTO KOJIMYECTBA U PALIMOHAIBLHOTO UCIIONIB30BAHUS CPEJICTB.

Knrouegvie cnosa: kiumarudeckoe (PMHAHCUPOBAHKE; YTIIIEPOIHBIC PHIHKM; MOJIUTHKA JAeKapOOHM3ALMHN; MEXyHApOAHAsl COTPYAHU-
4EeCTBO.

B. L. Cono0aiti

®IHAHCYBAHHA 3AXO0/IIB 3 IPOTUAII 3SMIHAM KJIIMATY Y KOHTEKCTI ITAPU3bKO1
KJIIMATHYHOI YTOId: MOXK/IUBOCTI TA INIEPECTOPOT'Y /11 YKPATHU

IMpuitasatrst [Tapusbkoi yroau (2015)3ano4yarkyBaino HOBHIA eTal y MOLIYKY pillleHb 1010 MTOM'SKIISHHS Ta afanTaiil 10 riodalb-
HUX 3MiH KJIiMaTy. YToJa BHECTa BaXJINBI KOPEKTUBH B apXiTEKTYpy Ta MPOLEAYPH MKHAPOAHOTO KIIMAaTUIHOTO (hiHAHCYBaHHS K O1-
HOTO i3 KJIIOYOBHX iHCTPYMEHTIB MiATPUMKH HEOOXiTHUX 3aX0/iB. PO3risiHyTO pUHIMIOBI 3MiHK Y cdepi KiliMaTiIHOro ¢iHaHCyBaHHS,
SIKi BiIOyJMCs TiCIIs MPUHHATTS yroJu Ta iX akTyalbHIiCTb JU1s YKpaiHy, e Ha KiliMaThuHe iHaHCYBaHHS MOKJIAIAIOThCS 3HAYHI HaT 3
00Ky opraHiB Biiajy, 0i3HeCy Ta IpPOMaJChKOCTi. 3BaKalOYM Ha MOJSIPU30BaHy KIIMAaTHYHY MONITHKY B YKpaiHi, akUeHT 3po0iIeHo Ha
B&IJIMBUX aCIIEKTaX KJIIMaTHYHOro (piHaHCYBaHHS, SKi 4AaCTO 3aJIMIIAIOTHCS 1034 YBarolo aHaIITHKIB Ta HAYKOBILB, a caMe: noTpedi 1mo-
LIyKy adbTepHATHB MEXaHi3MaM KOMIIEHCallil BUKUIB, BKIMBOCTI PO3POOKM CHCTEMU BH3HAHHS, MOHITOPUHTY Ta BepuQikamii edex-
THUBHOCTI 3aXO0JIiB 3 afganTallii, a TAKO> BaXXJIMBOCTI MOIIYKY PillIeHb 32 MEXaMU MOTITHKY JekapOoHi3amnii Ta BiIMOBITHO — OpieHTOBAHO-
ro Ha Hei ¢inancyBanHs. Ha ocHOBI aHami3y CBiTOBOro JOCBimy 3ampornoHOBAHO po3riisiaty iHaHCYBAaHHS Ta iHIN €KOHOMIYHi iHCTpY-
MEHTH K €JIEMEHTH TpaHc(OopMamifHUX pillleHb, SIKi, MOMPH CBOIO MOTEHLiiHYy Ai€BicTh, He € maHaueero. KimiMatuane inancyBaHHS
Ma€ He JIMIIE TBOPUTH CHHEPril B CHCTEMi 3aX0/iB 110J10 3MiH KJiMary, aje i He MepelKoKaTh CUCTEMHUM CYCIIbHAM 3MiHaM, sKi
MoTpeOyIOTh iCTOTHILINX 3pYILIEHD, @ HE JIMIIE BUAIICHHS J0CTaTHBOT KIIBKOCTI i pallioHaIbHOr0 BUKOPUCTAHHS KOIITIB.

Kniouogi cnosa: xnimatnane QpiHaHCyBaHHS; BYTJICIIEBI PUHKY; MOJITHKA JiekapOoHi3allii; MiXkHapoIHa CITiBIIpars.
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