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The World Bank and Climate Investment Funds 

The World Bank recently unveiled plans to establish at least two climate investment funds outside of the United Nations Framework Convention on Climate Change (UNFCCC), a Strategic Climate Fund featuring a “Pilot Program for Climate Resilience” and a Clean Technology Fund. The proposed funds would be worth some $7-12 billion initially. The US, UK, and Japan originally proposed the funds with a view toward their approval at a July 2008 G8 summit in Japan. The Clean Technology Fund contains no definition of clean technology, and there are concerns that it may be oriented heavily toward funding large-scale coal plants. 

Undermining the UN, Developing Countries, and Democratic Process 

The proposed World Bank funds have come under heavy fire from civil society and southern governments for marginalizing the voices of developing countries, bypassing the UN climate change convention, and undermining international commitments on overseas development aid and financial resources for climate change. At April climate change talks in Bangkok, Thailand, developing countries criticized the funds for being designed without guidance from parties to the UNFCCC, without due transparency, and at the risk of undermining UNFCCC efforts and commitments. 

Bernaditas Muller, chief negotiator for the Group of 77 and China, stated, “The governance of these funds is also donor-driven. There is clearly money for climate actions, which is the good news, but the bad news is it is in the hands of institutions that do not necessarily serve the objectives of the Convention.” Muller noted that countries pledging financial resources to the Bank's climate funds could have given those resources to financial mechanisms established under the UNFCCC to enable developing countries to implement mitigation and adaptation measures and contribute to achieving UNFCCC objectives. 

By setting up a parallel financing structure to the UNFCCC Adaptation Fund, the Pilot Program for Climate Resilience (part of the Strategic Climate Fund) in particular may divert funds away from the Adaptation Fund. The Adaptation Fund represents an important and democratic outcome of the Conference of Parties in Bali last December, with a regionally balanced board that has already met. 

The Bank's Clean Technology Fund may also undermine current negotiations under the UN climate framework for a multilateral fund aimed at technology development and transfer. Questions of its implied support for the US Major Emitters Meeting process, which lies outside the UN track of negotiations, have already arisen. 

Major Greenhouse Gas Emitter to Lead Fight Against Global Warming 

The World Bank Group is the largest multilateral lender for fossil fuel projects, with some $1 billion per year in financing for the oil and gas industry. In 2006, oil, gas, and power commitments accounted for 77 percent of the Bank's total energy program, with only about 6 percent going to ‘new renewables,’ such as solar, wind and mini-hydro.    

Despite its claims to the contrary, the Bank remains heavily committed to investments in carbon-intensive energy projects. Even as the Bank attempts to position itself as a leader in the fight against climate change, the International Finance Corporation - the Bank's private lending arm - approved a $450 million loan for the massive 4,000 megawatt Tata Mundra coal project in Gujarat, India. It is expected to emit 23 million tons of carbon dioxide per year. 

The Bank's definition of what constitutes “clean technology” is questionable, for the most part consisting of large hydropower projects, carbon finance, and “new” technologies reliant on carbon emitting, non-renewable resources. The Bank has made it clear that the Clean Technology Fund (CTF) will be used for large scale projects, including coal projects that are somewhat cleaner than the dirtiest existing projects. Thus, it appears likely that the CTF will be used to finance projects that do not effectively mitigate climate change, that add to the atmosphere's total carbon load, and that do not transform energy systems so as to provide clean energy to the 1.6 billion people in the world who lack access to energy. 

The Bank's energy sector reforms focus on large-scale, privatized energy provision without corresponding environmental and social safeguards. The negative impacts of the Bank's infrastructure investments have been well-documented. Aside from environmental and social problems caused by large projects for energy extraction and production, such as oil pipelines and dams, the World Bank has heavily supported the privatization and deregulation of energy sectors in developing countries, resulting in energy insecurity, especially for the poor. 

Global South to Pay for North's Pollution 

The World Bank's climate investment funds outline the possibility of concessional loans. Such an arrangement clearly goes against international principles on climate change, whereby industrialized countries should shoulder the major financial cost of climate change given their responsibility as historical polluters. The Bank's proposal comes at a time when many poor countries are just shaking off their debt burdens due to recent debt relief initiatives. 

Substantial parts of these funds may also be counted as Official Development Assistance (ODA). Aid advocates strongly oppose this measure, asserting that funds to help developing countries respond to climate change should be additional to the long-standing ODA commitment of 0.7 percent of GDP. 

Conflict of Interest and Confusion 

In a clear conflict of interest, the World Bank would be both a potential beneficiary of the climate investment funds and intimately involved in their design and management. The Bank has proposed that it host a secretariat and act as trustee for the funds. Multilateral development banks (MDBs), including the World Bank itself, would be considered “partner agencies” of the funds. This would make them eligible to bid for financial resources to subsidize developing country financing in areas identified by the funds. MDBs would also collaborate on staff selection and management of the secretariat of the funds. 

Additionally, multiple financing regimes will create inconsistencies. The parallel finance structures proposed by the Bank run counter to ongoing efforts to harmonize aid and other development assistance, especially on the part of Organization for Economic Co-operation and Development (OECD) countries. A recent parliamentary committee in the UK questioned the effectiveness of setting up yet more trust funds in addition to “the dozen or so that already exist within the Bank.” 
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