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CAPITALIZING ON CLIMATE

he World Bank Group is an institution of contradictions. It
I is a major climate polluter whose loans help lock develop-

ing countries into carbon-intensive development paths for
decades, yet it wants to play a leading role in mitigating that same “As a carbon-
pollution. Though the World Bank is supposed to help developing )
countries alleviate poverty, its practices often hurt the poor and help intense l en d er
entrench the powerful. People in developing countries are already
being forced to adapt to the impacts of the pollution the Bank helps and promo ter o f
cause, while development gains are undercut by the climate crisis.

And while the institution views itself as a defender of developing d ef orestation, t he
country interests, the World Bank remains a political tool used by
developed countries in United Nations climate negotiations to main- World Bank has f ar
tain control over international climate finance. more exper ience
Introduction causing climate

As the world grapples with the scope of the climate crisis, the
World Bank Group - on its own and at the behest of many devel- cha nget han
oped countries - is asserting itself to play a key role in controlling ti T
funding for developing countries to adapt to the unavoidable im- prevenlting ii.

pacts of climate change and to mitigate, or reduce, greenhouse gas
emissions. Developed countries are directing billions of dollars in
multilateral funding from 2010 to 2012 (fast start financing) to the
World Bank’s Climate Investment Funds (CIFs), which correspond-
ingly sets a precedent for the World Bank as the go-to institution on
climate finance. This also gives developed countries further leverage
to press for international climate finance beyond 2012 to go through
the World Bank, setting in motion a self-fulfilling prophecy of the
World Bank as the world’s climate banker.

Despite a power play by wealthy countries, many develop-
ing countries and civil society organizations in the north and south
believe the World Bank is ill-suited to be in charge of funding for
international climate adaptation and mitigation. The World Bank’s
recent loan to South Africa to build one of the world’s largest coal
plants, despite the strong opposition of that country’s civil society,
provides a stunning example of the hypocrisy of the institution. As
a carbon-intense lender and promoter of deforestation, the World
Bank has far more experience causing climate change than prevent-
ing it. There is sufficient reason to doubt the figures the Bank has
put forward to showcase its clean energy credentials. Further, the
World Bank has been a driver of troubling international offsetting
schemes which have little to do with its mission of poverty allevia-
tion.

The role of the World Bank has been central to tensions over cli-
mate finance between developed and developing countries at United
Nations climate negotiations. The World Bank’s Climate Investment
Funds have been steeped in political controversy and viewed by
some as an affront to efforts to set up an equitably-governed global
climate fund under the authority of the United Nations Framework
Convention on Climate Change (UNFCCC) and to already estab-
lished funds at the UNFCCC. Developing countries and civil society
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are putting forward alternatives to the World Bank for multilateral
climate finance, pointing to innovative governance and financial
structures already in place at the Kyoto Protocol’s Adaptation Fund.

Mexico, the incoming president of the Conference of Parties
(COP)! of the UNFCCC, has prioritized climate finance and put for-
ward its own proposal for a Green Fund. As the international com-
munity heads down the road to the December 2010 climate summit
in Cancun, the World Bank has requested a substantial increase in its
own funds. It has asked for a capital increase of $86.2 billion for the
International Bank for Reconstruction and Development, the arm of
the World Bank that generally lends to middle income developing
countries, making 2010 an important year to exert influence over
the World Bank’s lending decisions. This is the first such request in
more than 20 years and is expected to be finalized in time for the
World Bank’s annual meeting in October 2010.2 Now is a critical
time to examine the World Bank as an agent that both causes and
responds to climate change, as well as the political dynamics of the
international financial institution.

Energy and Development - Greening the World Bank or
Greenwash?

The World Bank's massive coal lending, short changing of truly
clean options, and promotion of unsustainable development models
undercut its own rhetoric on addressing the climate crisis.

The World Bank is one of the planet’s top multilateral fossil
fuel financiers. As of April 2010, the World Bank had already hit
a record high for annual fossil fuel lending, with $4.7 billion. The
majority of this money is for coal in middle income countries.’ This
type of lending helps lock developing countries into carbon-inten-
sive energy paths for decades to come.

Amid great controversy, the World Bank approved a $3.75 bil-
lion loan in April 2010 for the South African electric utility Eskom.
Most of the proposed $3.75 billion loan will finance the massive
4800 MW Medupi plant, which will emit at least 25 million metric
tons of carbon dioxide per year. The loan’s main beneficiaries will
be multinational corporations, such as Anglo American Corporation,
which already receive the world’s cheapest electricity supply. Ac-
cording to many of South Africa’s community, faith-based, citizen
and environmental groups; social movements; academic institutions;
and trade unions - who led a worldwide campaign to oppose the
loan - it will not alleviate poverty or increase access to electricity
but will actually make it more difficult for some of South Africa’s
poor to have access to energy.

The Eskom loan exemplifies the World Bank’s deeply flawed
and even hypocritical approach to its goal of global poverty allevia-
tion. As a “development” institution, the World Bank frequently
misses the mark on sustainable development in many realms, be it
health, education, environment, or agriculture. Multiple reports and

Protesters demonstrate against
a World Bank loan to the
South African utility Eskom to
help build one of the world’s
largest coal plants.
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studies have highlighted these failures.* With this pattern of getting
development wrong, the world cannot trust the World Bank with
solving the most important crisis of our time.

To justify the consistently large size of its carbon footprint, the
Bank has built a false dichotomy that pits access to energy for the
poor against the need to prevent climate pollution. However, it is
precisely zero or low carbon, small-scale, decentralized energy that
would very often best serve poorer communities, rather than the
grid-based, large-scale, export-oriented, carbon-intense energy de-
velopment, such as the Medupi plant, that the World Bank promotes
and profits from.

Between 2007 and 2009, Bank lending for fossil fuels totaled
at least $7.3 billion.’ During the same time period, the Bank spent
$5.3 billion on new renewable energy and energy efficiency, which
includes efficiency improvements of fossil fuel-based operations.®
However, inaccuracies in the way the World Bank accounts for fos-
sil fuel lending mean that it likely loans significantly more for fossil
fuels than reported, whereas the Bank’s actual contribution to clean
energy is likely to be lower. The Bank frequently does not account
for fossil fuel lending that flows through financial intermediar-
ies (like national development and commercial banks and private
equity funds), policy lending, and some infrastructure development.
(Financial intermediary lending constitutes some 40% of the invest-
ments of the World Bank’s branch for private sector lending, the In-
ternational Financial Corporation.) On the other hand, it much more
fully accounts for clean energy and efficiency funding that flows
through these same instruments.” In fact, it over-counts its clean
energy funding in general. For example, over the last 6 years, 40%
of what the Bank has taken credit for as renewable energy finance
actually comes from the Global Environment Facility (a separate
institution) and carbon finance, neither of which is actually World
Bank money.®

Major Missteps with Carbon Offsets

Supposedly intended to decrease global carbon emissions and
promote sustainable development, international offset projects
facilitated by the World Bank very often do neither and can have the

opposite effect.

The Carbon Finance Unit of the World Bank facilitates interna-
tional offsetting and carbon trading through the buying and sell-
ing of carbon credits by governments (and companies within those
countries) that are party to the Kyoto Protocol. This is done through
the two offsetting mechanisms of the Kyoto Protocol — the Clean
Development Mechanism (CDM) for developing countries and Joint
Implementation for economies in transition.

The World Bank made an early entry into the arena of carbon
markets. In April 2000, its first carbon fund, the Prototype Carbon

What is international
offsetting?

International offsetting is a
mechanism through which
polluters in developed coun-
tries, rather than reducing
their own pollution, pay for
projects in developing coun-
tries or economies in transi-
tion that are supposed to lead
to equivalent reductions in
emissions. Each unit of car-
bon that is theoretically not
emitted represents a credit
that can then be traded on
carbon markets. The Clean
Development Mechanism
(CDM) is the world’s largest
offsets market. Each CDM
credit is known as a certified
emission reduction and in
theory represents one metric
ton of avoided carbon dioxide
emissions.
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Fund, became operational. The Carbon Finance Unit now houses 12
funds. The Carbon Partnership Facility, launched in December 2009
in Copenhagen, is supposed to facilitate programmatic, rather than
project-based, offsetting beyond 2012.°

The World Bank views itself as an “honest broker”!® for carbon
finance and a pioneer of carbon markets. But offsets very often fail
to deliver the promised results and can actually lead to increased
emissions, making climate change worse.!! Dr. David Victor of
Stanford University estimates that up to two-thirds of projects under
the CDM “do not represent actual emissions cuts”'? because the
projects would have happened anyway. For example, one World
Bank Prototype Carbon Fund project, the Xiaogushan dam in China,
began applying for CDM credits in 2005. The project claimed that,
“Without CDM support, it would have not been able to reach fi-
nancial closure, mitigate the high project risk, and commence the
project constructions.” However, project construction had already
started two years earlier, and a 2003 Asian Development Bank
analysis on the project found that the dam was in fact the cheapest
generation option for the province."

In addition to emissions reductions, a core objective of the CDM
is supposed to be sustainable development. As a development insti-
tution, the World Bank would presumably hone in on this objective.
However, very few CDM projects actually address poverty and local
environmental benefits, and some actually have harmful impacts.'
A 2007 analysis of a sample of CDM projects found that only 1.6%
of credits went to projects that benefited sustainable development.'®
The CDM is strongly biased towards large-scale projects that pro-
duce large numbers of credits; smaller-scale projects, which would
be more likely to have sustainable development benefits, would not
generate offsets as cheaply. As of the end of July 2009, more than
70% of credits went to industrial gas capture projects;'® the most
common type of project is large hydropower. The South African
utility Eskom hopes to apply for CDM credits for the Medupi coal
plant it is building with World Bank money.'’

World Bank’s Forays into Forests — Destruction and
Picking up the Pieces

While financing forest destruction, the World Bank - through flawed
processes - is simultaneously trying to address deforestation as a
contributor to climate change.

Deforestation is responsible for over 20% of all greenhouse gas
emissions. Forest loss threatens the world’s biodiversity and imper-
ils the 1.6 billion people dependent on forests for their livelihoods.
Despite this, the World Bank is heavily financing forest destruction.
Environmental organizations and even the Bank’s own Inspection
Panel have strongly criticized its promotion of destructive logging
and damaging social impacts, including on indigenous peoples,
in the Democratic Republic of Congo,” where the world’s second

N

Contributions to an
~ Environmental Health
Nightmare in the Niger Delta

When crude oil is extracted in Ni-
geria, the gas associated with it is
usually burned off, though routine
gas flaring has been illegal since
1984. Gas flares burn several sto-
ries high, 24 hours a day, through-
out the Niger Delta, often within

a few hundred yards of villages
which may lack access to electric-
ity. This process has severe health
and environmental impacts and is
one of the top sources of green-
house pollution in Sub-Saharan Af-
rica. Communities are hit hard by
toxic cocktails and acid rain show-
ers the area. The World Bank’s
Global Gas Flaring Reduction
Partnership is working to facilitate
carbon credits for flaring reduction,
allowing developed countries to in-
crease their emissions in exchange,
and is working on the inclusion

of a gas flaring reduction program
in the new Carbon Partnership
Facility.'® But promoting gas flar-
ing offsets actually encourages
countries not to enforce existing
environmental laws on flaring. In
August 2009, the Nigerian national
oil company urged the National
Assembly to withdraw a bill which
would have prohibited gas flaring,
since “any act or law introduced to
stop gas flaring will erode the ad-
ditionality criterion of getting any
project registered with the CDM
executive board.”"”
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largest rainforest is located. The Bank is also a significant driver of
the destruction of the Amazon to make way for cattle ranching.?' Its
private sector arm, the International Finance Corporation, “finances
oil palm, soy, and cattle ranching in tropical rainforest regions and
shrimp cultivation in mangrove forests.”” A 2007 World Bank
Board review of its 2002 Forest Strategy found, among others, fail-
ures to reduce poverty and serious problems in implementation of
forest-related safeguard policies (forests, environmental assessment,
natural habitats, indigenous peoples, and resettlements).?

As it finances forest destruction, the Bank is trying to address
the role of forest loss as a significant contributor to global climate
change through the Forest Investment Program (one of the World
Bank’s Climate Investment Funds) and Forest Carbon Partner-
ship Facility (FCPF). The Forest Investment Program is in its early
stages, but it is supposed to help “build institutional capacity, forest
governance and information;...forest mitigation efforts, including
forest ecosystem services; and [support] [iJnvestments outside the
forest sector necessary to reduce the pressure on forests such as
alternative livelihood and poverty reduction opportunities.”*

The FCPF, which became operational in June 2008 as part of the
World Bank’s Carbon Finance Unit, has a more troubled track re-
cord. It was created to pilot performance-based incentive payments
for forest conservation, with an ultimate aim of facilitating forest
offsets. The FCPF was intended to build support for country readi-
ness for “reducing greenhouse gas emissions from deforestation and
forest degradation” (REDD), a topic currently under negotiation at
the UNFCCC.

The FCPF consists of two funds, the Readiness Fund and the
Carbon Fund. The Readiness Fund is supposed to build capacity in
developing countries to participate in emerging REDD programs.
Establishing effective forest governance institutions and policies,
mechanisms for participation, and secure and equitable land ten-
ure, among others, are foundational components of “readiness” for
REDD, but the Readiness Fund has continually prioritized forest
carbon measurement for the sale of carbon offsets at the expense
of activities that may actually reduce deforestation. The objective
of the Carbon Fund is to pilot incentive-based payments for emis-
sions reductions. It explicitly allows for participants from the private
sector to purchase emissions reductions credits. The Carbon Fund is
anticipated to become operational in late 2010.

Major shortfalls already exist with the readiness plans. Many of
them unjustly focus on traditional subsistence agriculture as a major
cause of deforestation and degradation, while at the same time they
fail to include clear plans to address deforestation and degradation
caused by mining and industrial logging concessions. Across the
board, civil society has raised concerns about the failure of the Bank
to comply with applicable World Bank safeguard policies, includ-
ing its Indigenous Peoples Policy, and international obligations, as
provided by the FCPF Charter. Public consultation and outreach
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plans are defective and incomplete. Proper legal and governance as-
sessments of the forest sector are lacking. In the case of Guyana, the
readiness plan does not conform to applicable international human
rights, environmental conservation, and sustainable development
obligations, and it overlooks critical land tenure issues, including
unresolved territorial rights claims of indigenous peoples.

Funding Choices Reveal Power Politics - World Bank’s
Climate Investment Funds (CIFs) versus UNFCCC Funds

In addition to the contradictions foundational to the World Bank's
roles in driving climate pollution, forest loss, and perverse offsetting
schemes, the institution, which is supposed to protect developing
countries’interests, much more often serves as a political tool of
developed country control. This plays out in the World Bank's role
in channeling climate finance. The World Bank's Climate Investment
Funds have emerged as a leading repository for developed country
contributions, to the detriment of financing through the UNFCCC.

At the UNFCCC, each country is supposed to have an equal
voice. In contrast, the World Bank is a donor-controlled institu-
tion where one dollar equals one vote, and donor countries have
far more control. Establishing the Climate Investment Funds at the
World Bank allowed developed countries to maintain this control.
(They were rapidly set up at the behest of the UK, US, and Japan.)
Many developing countries have made clear that funds contributed
to the CIFs will not count as meeting developed countries’ obliga-
tions under the UNFCCC to provide climate finance for developing
countries.

US Contributions to World Bank vs. UNFCCC Climate Funds

2010 2011 (requested)
World Bank
Clean Technology Fund $300 mil | $400 mil
Pilot Program on Climate Resilience $55 mil | $90 mil
Forest Investment Program $20 mil | $95 mil
Scaling-Up Renewable Energy in Low-Income | n/a $50 mil
Countries
Forest Carbon Partnership Facility $10 mil | $15 mil
Total World Bank Funds $385 mil | $650 mil
UNFCCC
Least Developed Countries Fund $30 mil | $30 mil
Special Climate Change Fund*® $20 mil | $20 mil
Adaptation Fund $0 $0
Total UNFCCC funds $50 mil | $50 mil

Known collectively as the Climate Investment Funds (CIFs),
a proliferation of climate funds have been launched at the World
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Bank since 2008. Funding for the CIFs dwarfs developed country

contributions thus far to UNFCCC funds, a notable preference by

developed countries for World Bank funds. The CIFs consist of the

Strategic Climate Fund and the Clean Technology Fund. The World ¢

Bank’s Strategic Climate Fund is an umbrella fund made up of 3 The World Bank

separate funds, including the Forest Investment Program. The Pilot Climate Investment
Program on Climate Resilience focuses on adaptation and is in- .

tended to address integrating climate risk and resilience into devel- Funds are wide Zy

opment. The Program for Scaling-Up Renewable Energy in Low In- . .
come Countries, launched in Copenhagen in December 2009, aims viewed as undermini ng

to increase energy access in poorer countries through renewable . .
energy, in part by focusing on the private sector. The World Bank’s existi ng UNFCCC
Clean Technology Fund focuses on mitigation in middle income fl/l nds and e ffO rts to

countries. As of March 31, 2010, 13 countries had pledged $6.135
billion to the CIFs, 70% of which is for the Clean Technology Fund. establish a g lobal

The World Bank’s Clean Technology Fund has proven to be .
particularly controversial because its investment criteria allow it to climate f und under
fund fossil fuel-based technologies, including coal, though financing .
for such technologies has not yet been approved. The South Afti- the authori ty Of the
can Eskom coal loan (which was financed through the Bank’s main ”
energy portfolio) has brought forward new criticisms of the Clean UNFCCC.
Technology Fund. The loan has put in motion a disturbing precedent
of using Clean Technology Fund projects to top off other dirty Bank
projects. $350 million in Clean Technology Fund financing for
renewable energy is being considered to sugarcoat the World Bank’s
more than $3 billion investment in coal in South Africa.” Part of
the argument used by some to justify the establishment of the Clean
Technology Fund at the World Bank was that it would leverage
cleaner investments in the World Bank’s energy lending portfolio,
but the opposite is proving to be true.

The CIFs have been met with harsh criticism. They are widely
viewed as undermining existing UNFCCC funds and efforts to es-
tablish a global climate fund under the authority of the UNFCCC.?
One of the CIFs, the World Bank’s Pilot Program on Climate Re-
silience, directly competes with two UNFCCCC funds — the Adap-
tation Fund under the Kyoto Protocol?” and the UNFCCC’s Least
Developed Countries Fund. While developed countries pledged
$945 million in less than 2 years for the Pilot Program on Climate
Resilience, the UNFCCC'’s Least Developed Countries Fund - estab-
lished 9 years ago to address the urgent adaptation needs of the least
developed countries - had only $223 million in pledges at the end
of April 2010. The fund’s target need is $2 billion; many National
Adaptation Programmes of Action have been waiting for years to be
funded.

The UNFCCC’s Adaptation Fund has gained overwhelming
support among developing countries and provides a good model for
future climate finance mechanisms. It is the first multilateral climate
fund that allows developing countries to directly access funds with-
out having to go through the World Bank or other multilateral im-
plementing agencies. Countries can nominate national implementing
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agencies — domestic organizations or government ministries, for
example — which the Adaptation Fund Board accredits based on
Board-set fiduciary standards. The very first national implement-
ing agency, Centre de Suivi Ecologique, a national organization in
Senegal, was accredited in March 2010.

The governance structure of the Adaptation Fund is also unique.
There is a slight majority of developing countries, with specific seats
designated for least developed countries and small island develop-
ing states.”” The Adaptation Fund is currently financed through a 2%
levy on the Clean Development Mechanism, as well as developed
country contributions. In late April 2010, Spain became the first
country to contribute to the Adaptation Fund with 45 million Euros.
The US has not contributed to the fund.*

Both the UNFCCC'’s Least Developed Countries Fund and
the Adaptation Fund are grants-only funds. In contrast, the World
Bank’s Pilot Program on Climate Resilience allows for both loans
and grants. Developing countries are forced to shoulder the costs
of a climate crisis which they did little to cause and are unfairly
burdened with having to adjust to its impacts. Moreover, for many
countries, the enormous costs of dealing with climate change come
on top of heavy debt burdens. Adaptation funding should be seen as
compensation for damages done by developed countries and should
be given only in grants.

Developing Countries Resist World Bank Power Play

The US, other developed countries, and the World Bank aim for
control of climate finance at UN negotiations, but many developing
countries and civil society are pushing back.

The Copenhagen Accord, a controversial document “taken note
of” but not adopted by parties to the UNFCCC in December 2009,
set out parameters for climate finance which have largely shaped the
debate in 2010. The Copenhagen Accord set a goal for developed
countries to mobilize $100 billion annually by 2020 from public and
private sources that may be multilateral or bilateral. The UN Secre-
tary-General has correspondingly established a High-level Advisory
Group on Climate Change Financing charged with studying sources
of revenue to generate this level of climate finance. The Copenhagen
Accord also stated that developed countries will jointly provide up
to $30 billion for developing countries for the 2010-2012 period.
Developed countries are now gearing up to prove that they can con-
tribute this fast start finance between now and 2012, but there are
large questions as to whether these funds will actually be new and
additional to Official Development Assistance.

The CIFs are supposed to be interim funds that sunset when a
new UNFCCC financial architecture is in place, with the exception
of the Pilot Program on Climate Resilience, which is supposed to
sunset in 2012.3! However, it is clear that the US, other developed
countries, and the World Bank itself view the CIFs as the platform

“The World Bank's
governance—forged
in the 1940s—has
not kept up with
historical change
and today is not
adequate to deal
with global problems
that require
forward-looking,
flexible, inclusive,
and legitimate
multilateral
institutions.’

b

- High-Level Commission on

Modernization of World Bank
Group Governance in Repow-
ering The World Bank for the

21st Century
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on which to base multilateral climate finance. This explains the
World Bank’s heavy lobbying to capture as much of the fast start
$30 billion as possible and the tendency for developed countries to
direct their multilateral contributions in that direction.

During the UN Copenhagen climate summit in December 2009,
the World Bank maintained a high profile. They announced their
fifth fund under the CIFs and their twelfth carbon trading/offset-
ting mechanism under the Carbon Finance Unit. In January 2010, a
leaked briefing prepared for the World Bank board on Copenhagen
asserted, among other things, “The WBG [World Bank Group] is
particularly well positioned to serve as a channel for fast track fi-
nancing for adaptation and mitigation... We have already heard from
donors who are developing their strategies. We have sent the mes-
sage that the CIFs are able to receive additional funding to support
the Fast Track Financing.” The memo stated that Bank staff were
conducting an “outreach campaign” to “build awareness on our role,
not just with our traditional partners ... but also with the Ministries
of Environment and Foreign Affairs.”

Both the Copenhagen Accord and the text that emerged from
the UNFCCC negotiating track dealing with climate finance would
establish some sort of global climate fund. The Copenhagen Ac-
cord refers to this fund as the Copenhagen Green Climate Fund. The
governance and management of the global climate fund lie at the
heart of tensions between developed and developing countries, and
the role of the World Bank has been central to that tension. Most
developing countries have been clear in their rejection of a role for
the World Bank in controlling climate finance, whereas developed
countries have been correspondingly clear in their support for a
strong World Bank role.

A gaping deficit of trust exists between developing and devel-
oped countries when it comes to the World Bank. The High-level
Commission on Modernization of World Bank Group Governance,
chaired by former Mexican President Ernesto Zedillo, recognized
this deficit in their October 2009 report, Repowering the World
Bank for the 21 Century:

“The [World Bank] Group’s decision-making
process is widely seen as too exclusive, offering
many member countries too little voice and too
few opportunities for participation. Insufficient
institutional accountability for results weakens
the World Bank’s effectiveness and legitimacy.
And certain conventions and practices have
contributed to the perception that the institution
is accountable and responsive only to a handful
of shareholders at best...the World Bank’s
governance—forged in the 1940s—has not
kept up with historical change and today is

not adequate to deal with global problems that
require forward-looking, flexible, inclusive, and

Photo: Elena Gerebizza/CRBM

Anti-World Bank action at a UN
climate summit in Poznan, Poland.
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legitimate multilateral institutions.”*

The Group of 77 (G77) and China - a negotiating bloc represent-
ing more than 130 developing countries - has proposed the estab-
lishment of a new climate finance mechanism that would “Operate
under the authority and guidance, and be fully accountable, to the
COP [Conference of Parties].”* This is itself an implicit rejection of
World Bank control of climate finance, because it is highly improb-
able that the World Bank as an institution would submit to being
under the authority and guidance of, and fully accountable to, the
COP. Among other stipulations, the proposed financial mechanism
would also allow direct access to funding by recipient countries
without having to go through international financial institutions like
the World Bank.

In contrast, the United States, in an April 2010 submission to
the UNFCCC, places the World Bank at the center of international
climate finance, calling for the Bank “to organize a process to take
steps to establish the [Copenhagen Green Climate] Fund.”** In testi-
mony before the Senate Foreign Relations Committee in November
2009, US Treasury Secretary Timothy Geithner said, “In the context
of a new climate agreement, we have argued that a new climate fund
should be established at an existing international financial institu-
tion to deploy financial resources effectively. We expect such a fund
to build on the experience of the Climate Investment Funds (CIF)
at the World Bank, which this Administration has strongly sup-
ported.”*

Conclusion - The Global Climate Fund, A Just Alternative

The World Bank is far more expert in causing climate change
than in preventing or effectively responding to it. It also faces seri-
ous deficits in democratic governance and credibility, as well as a
poor track record of sustainability, poverty alleviation, and environ-
mental integrity. One would be hard-pressed to conclude that the
World Bank is the appropriate institution to lead the international
community’s charge on multilateral climate finance. But there is a
promising alternative.

Climate justice movements around the world support the estab-
lishment of a Global Climate Fund under the authority of and fully
accountable to the Conference of Parties of the UNFCCC, based
on principles of equity and environmental integrity. The G77 and
China, the Bolivarian Alternative of the Americas (representing
Venezuela, Cuba, Bolivia, Ecuador, and Nicaragua), and others also
support the concept.

Under the Global Climate Fund, the Conference of Parties
would appoint an executive board with a slight majority of develop-
ing countries that would make certain high level decisions on fund-
ing for mitigation and adaptation. Most decision-making, however,
would be devolved to national entities within developing countries,
which would have direct access to funding. Civil society would be
intimately involved throughout the process, with special attention
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paid to vulnerable and marginalized groups. And unlike the World
Bank tradition, funding would not hinge on economic or other
policy conditionality.*

With the climate crisis upon us, the world must not look to the
World Bank for solutions. As the international community heads
toward the UN climate summit in Cancun in December 2010, two
principles must be adhered to.

The World Bank must first do no harm. It must
get out of the business of climate pollution and
other environmental and social destruction. As a
down payment toward that effort, governments
should not contribute to the World Bank’s
recapitalization request of $86.2 billion until, at
a minimum, the World Bank rapidly phases out
financing for fossil fuels.

The 193 countries that ratified the UN
Framework Convention on Climate Change
should establish a Global Climate Fund under
the authority of and fully accountable to the
Conference of Parties of the UNFCCC, based on
principles of equity and environmental integrity.

With its competing and contradictory priorities and agendas,
the World Bank cannot be entrusted to control climate finance. The
world’s people and the planet cannot afford that risk.
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