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Multilateral development banks (MDBs) made 45% of all climate finance
commitments between 2013 and 2021. Among them, the World Bank is far and
away the single largest provider of climate-related development finance in the world
(Figure 1) — MDB or otherwise. But size is not everything. While the World Bank’s
climate finance commitments are highly concessional and focused on adaptation,
other MDB peers commit a greater proportion of climate finance to least developed
countries (LDCs) and as a share of their overall financing. The additionality of the
Bank’s climate finance is also questionable, at least from publicly available data.
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https://www.flickr.com/photos/worldbank/52426222703/in/photolist-2nSJ6vr-GHqTe6-GHqT8e-GHqSEk-7VwFKL-2e7jZuV-RJFset-Yk2wpr-2e7jYZB-2ep7P2G-oAf4og-26i69ea-2nSk13j-23xeQSs-2nSw5hQ-pBk8Z6-s9Nf3C-2iQjdgB-Z6Pz5h-s9Nf8N-sbVRDB-9y94u3-rUyL8c-n2U7n4-25dd54y-rUw1sb-sbQtTJ-2f6D98z-rfdnak-s9J4tu-sc1Snz-2gbrBwQ-2osT9Hx-CdCxGo-rUyMkn-YVUmUW-rUqG5C-2ot8JuJ-CdCwBN-rUvbFs-23xxkiw-6ijsH1-MysvBm-2hvWPur-rSTPuM-2hwYXKK-2otnnae-2otnnci-czyVFo-2otm3Ao
https://www.oecd.org/development/climate-change.htm
https://www.oecd.org/development/climate-change.htm
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Figure 1: MDB climate-related development finance
commitments

Top 10 multilateral development banks according to total climate finance commitments between
2013 and 2021 (2021 US dollars)
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WB = World Bank, AsDB = Asian Development Bank, IDB = Inter-American Development Bank, EIB = European
Investment Bank, EBRD = European Bank for Reconstruction and Development, IFC = International Finance
Corporation, AfDB = African Development Bank, CAF = Development Bank of Latin America, AlIB = Asian
Infrastructure Investment Bank, IsDB = Islamic Development Bank

Source: Author's calculations using the Climate Change: OECD DAC External Development Finance Statistics * Created with
Datawrapper

Concessionality is a key positive for climate finance committed by the World Bank:
46% of its total climate finance commitments made between 2013 and 2021 were
considered concessional. This is partly due to the relatively large use of grants (11%
across 2013-2021) by the Bank to provide climate finance. Only the African
Development Bank (AfDB) provided a greater proportion of grant funding (17%),
and the World Bank remains far ahead of the next most ‘generous’ MDB, the Asian
Development Bank (AsDB, 4.8%).

Another strength of the World Bank is the consistently high share of climate finance
directed towards adaptation (Figure 2). From 2013 to 2021, commitments to
adaptation grew relatively consistently and in total amounted to 47.6% of climate
finance commitments from the World Bank. This comes very close to the Bank’s
goal of allocating 50% of its climate finance towards adaptation, and is second only
to the ratio achieved by the AfDB (49.5%). Success here seems to reflect clear
linkages between economic development and adaptive capacity, as well as the
advantages of the World Bank’s country-driven programming in responding to
developing countries’ prioritisation of adaptation action.
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https://documents1.worldbank.org/curated/en/705731624380363785/pdf/World-Bank-Group-Climate-Change-Action-Plan-2021-2025-Supporting-Green-Resilient-and-Inclusive-Development.pdf
https://documents1.worldbank.org/curated/en/705731624380363785/pdf/World-Bank-Group-Climate-Change-Action-Plan-2021-2025-Supporting-Green-Resilient-and-Inclusive-Development.pdf
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Figure 2: MDB climate finance for adaptation

% of total climate finance commitments
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Source: Author's calculations using the Climate Change: OECD DAC External Development Finance Statistics * Created with
Datawrapper

The World Bank also provides a relatively high share of climate finance to countries
that need it the most: 35% of its climate finance goes to Africa and another 47%
goes to Asia, regions which have been identified as among the most vulnerable to
climate change effects.

There is however still some room for improvement. While middle income countries
undoubtedly require climate finance to decarbonise and adapt to climate change,
LDCs have been promised less than 30% of total climate finance committed by the
World Bank (Figure 3), despite being heavily exposed to climate change effects and
more stringent fiscal constraints. In this respect, the World Bank falls behind peers
including the AfDB and the Islamic Development Bank, but remains more targeted
to LDC needs than other major MDBs including the AsDB and the European
Investment Bank.
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Figure 3: MDB climate finance by country income status
category

Total climate finance commitments between 2013 and 2021
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The IFC is excluded due to data unavailability. LDCs = least developed countries, MADCTs = more advanced
developing countries and territories, LMICs = lower middle income countries, UMICs = upper middle income
countries.

Source: Author's calculations using the Climate Change: OECD DAC External Development Finance Statistics * Created with
Datawrapper

The World Bank also underachieves relative to its peers in the importance it places
on climate action, as represented by the share of total financing. The Bank’s
Climate Change Action Plan for 2021-25 has a goal of 35% of its development
finance going towards climate action — an increase from the 26% average achieved
in 2016-20. However, the Bank appears notably less aspirational than most of its
MDB peers (Figure 4). While the AsDB'’s goal appears larger at face value — with
75% of committed operations to support climate action over three-year rolling
periods, and climate finance from its own resources to reach $100 billion between
2019 and 2030 — comparisons are difficult due to the different metrics in use (the
AsDB is therefore excluded from Figure 4).
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https://documents1.worldbank.org/curated/en/705731624380363785/pdf/World-Bank-Group-Climate-Change-Action-Plan-2021-2025-Supporting-Green-Resilient-and-Inclusive-Development.pdf
https://www.adb.org/news/adb-raises-2019-2030-climate-finance-ambition-100-billion
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Figure 4: MDB targets for climate finance
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The World Bank Group (WBG) includes the World Bank and the IFC. The AsDB is excluded as its climate targets are
made using different metrics.

Source: Data from the respective MDB + Created with Datawrapper

One explanation for the World Bank’s relatively unambitious target is the institution’s
broad coverage across sectors like education and health as well as infrastructure,
especially in comparison to other MDBs. This likely makes it harder for the Bank to
prioritise climate action without reducing efforts in areas of development where
synergies with climate action are less clear. Regardless, the implication is then that
the Bank’s status as the largest climate finance provider is merely a function of its
overall scale, rather than an overt emphasis in the institution on climate finance.

The additionality of the World Bank’s climate finance also remains unclear. The
Bank’s climate finance commitments have grown faster than development finance
commitments across the World Bank as a whole (Figure 5). It is difficult to establish
whether this means that the Bank’s increased focus on climate has come at the
expense of other development priorities; that the Bank has done a better job at
iIdentifying projects to fund that aid both development and climate action; or that
more projects have been labelled climate-related without substantiation.
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Figure 5: Growth in overall commitments and climate
finance commitments from the World Bank
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IBRD = International Bank for Reconstruction and Development, IDA = International Development Association.
Calculations used current USD due to data availability in World Bank annual reports; IBRD and IDA commitments
are for fiscal years, while climate finance commitments are for calendar years.

Source: Author's calculations based on World Bank annual reports (2014, 2019 and 2022) + Created with Datawrapper

What, then, does this mean for the greater focus on climate change proposed in the
World Bank’s evolution roadmap for its future operations? To do more and better on
climate in the short run, the Bank’s first priorities should be to use new instruments
to make better use of its existing capital, and improve transparency around
disbursement rates and the effectiveness of the projects it finances. Moving forward,
an explicit reference in the World Bank’s mission to climate change or global public
goods more broadly, as well as a capital increase, would help ensure further climate
finance from the Bank is genuinely new and additional.
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https://documents1.worldbank.org/curated/en/099845101112322078/pdf/SECBOS0f51975e0e809b7605d7b690ebd20.pdf
https://www.cgdev.org/blog/if-cap-recap-asian-development-banks-big-climate-finance-bet
https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/news/news/CAF-Review-Report.pdf

DEVPOLICYBLOG

Link:
https://devpolicy.org/climate-finance-from-the-world-bank-pluses-and-minuses-20230713/
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