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EXECUTIVE SUMMARY
At least in rhetoric, World Bank leadership has acknowledged for a quarter century that “the possible 
risks [of global warming] are too high to justify complacency or evasion.”1  The Bank itself has cautioned 
that unabated climate change threatens to reverse hard-earned development gains — and that the 
poorest countries and communities will suffer the consequences first and worst.2  The Bank has become 
increasingly visible at global climate summits and officials regularly comment on the need for reducing 
greenhouse gas emissions, protecting the climate and making a transition to low-carbon development. 
However, a sober review of its lending practices reveals the Bank is undermining the cause it purports to 
champion.

We compared World Bank energy sector financing through the International Bank for Reconstruction and 
Development (IBRD) and International Development Assistance (IDA)3 for two five-year time periods: 
2000 to 2004 and 2010 to 2014. 

Key Findings:

•	 Overall financing for energy-related projects increased 3.5-fold, from a total of $6.8 billion4 in 
2000-2004 to $24.5 billion in 2010-2014.

•	 The good news: the number of new renewable5 energy and demand-side energy efficiency 
projects  (which we will refer to as ‘new renewables’) is reaching parity with fossil fuel projects 
(Table 1). Also, the dollar amount of lending to new renewables increased almost five-fold 
between 2000-2004 and 2010-2014  (Fig. 1, pg. 15). 

•	 Disappointingly, because financing for oil, coal and gas grew almost four-fold over the same 
period, the World Bank is still providing more than 1.5 times the funding for fossil fuel projects as 
for renewable energy projects (Fig. 1, pg. 15). The increased support for coal and gas projects has 
been especially strong. 

•	 Despite evidence of their negative environmental and social impacts, financing for large 
hydroelectric projects has enjoyed a renaissance at the Bank, growing more than 10-fold, from 
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RECOMMENDATIONS

$373 million to $4.3 billion between the two periods. (Fig. 2, pg. 16). Hydroelectric power now 
amounts to 17% of the Bank’s total energy funding, up from 6% a decade before.

•	 World Bank energy and related infrastructure investment in the 48 Least Developed Countries6  
increased from $1.8 billion in the first period to $5.2 billion in the second (Fig. 5, pg. 18), but the 
proportion of overall Bank energy financing going to LDCs dropped from 26% to 21%. Funding 
for new renewables in LDCs increased more than five-fold. However, while increasing more 
slowly, funding for fossil fuel projects in LDCs still more than doubled over the same period.   
 
 
 

If the World Bank is serious about supporting the transition to low-carbon, sustainable development, it 
should:

•	 Immediately end coal financing, quickly phase out oil investment, and devote more resources 
to renewable energy development, as per recommendations in the 2004 Extractive Industries 
Review. In addition, the Bank should reassess its approach to financing natural gas expansion 
infrastructure, considering the “lock in” effect of these projects, even those improving the 
efficiency of fossil fuel facilities. 

•	 Make specific commitments to reduce absolute (as opposed to relative) fossil fuel financing 
within specific timelines.

•	 Calculate and make publicly available direct and indirect greenhouse gas emissions for all 
projects, and harmonize methodologies with other multilateral development banks and public 
finance institutions to the highest standard. 

•	 Prioritize renewable energy projects in economies in transition, and new renewable mini- and off-
grid energy projects in Least Developed Countries.

•	 Assess alternative renewable energy options for environmental and social, as well as economic, 
cost and compare them to fossil fuel options.

•	 Increase clarity and transparency of data and methods, with special attention to better describing 
the categorization of projects by sector and how funding is allocated within each project.  

TABLE 1: WORLD BANK (IBRD/IDA) ENERGY FINANCING*

* CATEGORIZATION OF PROJECT TYPE DESCRIBED IN DETAIL IN METHODS DESCRIPTION, ANNEX
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While the World Bank is no longer the world’s largest energy lender, it still has out-sized 
influence on global development finance, both in giving a tacit “seal of approval” to 
other investors and lenders, and as a knowledge provider, facilitator of North-South and 
South-South cooperation, partner of other global institutions, and advocate in a variety 
of international forums.7  Aware of growing concern about climate change and traditional 
fossil fueled industrialization, the institution has sought to reposition itself at the forefront 
of clean energy, climate and sustainable development efforts worldwide.

Since the beginning of the 21st century, the World Bank has outlined a number of initiatives 
in the energy sector aimed at tackling the development implications of climate change. 
A brief history of the Bank’s climate-related energy initiatives appears to suggest that its 
approach has evolved significantly over 15 years, but this is not matched in practice. In this 
report, we compare the World Bank’s energy sector financing through the International 
Bank for Reconstruction and Development (IBRD) and International Development 
Assistance (IDA) for calendar years 2000 to 2004 and 2010 to 2014. Our main finding is 
that while the Bank’s rhetoric on climate and energy has evolved, the largest share of its 
funding still supports fossil fuels.

Before turning to an analysis of energy projects, we briefly review highlights of World Bank 
energy initiatives since 2000.

SECTION I
A RIVER OF REPORTS, A TRICKLE OF REFORM:  
world bank group climate change initiatives and performance 2000-2015
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“

Energy Sector Strategy and 
Extractive Industries Review (2001-2005)

In 2001, the Bank released an Energy Sector Strategy that included greenhouse gas and energy efficiency targets for 
developing and ‘transition’ countries. The Bank proposed support for policies that removed market and regulatory 
hurdles to renewable energy and energy efficiency, and introduced policy supports for carbon trading. The 2001 
energy strategy called for privatization and liberalization of the energy sector as a way to facilitate access to modern 
electricity, and outlined support for “environmentally sustainable extraction, production, processing, transport and 
distribution of oil, gas, and coal” — particularly promoting fuel switching from coal to gas.8 

Communities impacted by World Bank lending and their allies in donor countries launched campaigns against the 
Bank in the early 2000s, alleging human rights violations and environmental degradation from mining and fossil 
fuel projects.9  Amidst these campaigns, the World Bank Group undertook a multi-stakeholder review of its support 
for extractive industries to determine if oil, gas and mining projects could be compatible with the Bank’s goals of 
sustainable development and poverty reduction.

The Extractive Industries Review (EIR) concluded in 2004 that “project funding in the extractive industries has not 
had poverty reduction as its main goal or outcome… Increased investments have not necessarily helped the poor; 
in fact, oftentimes the environment and the poor have been further threatened by the expansion of a country’s 
extractive industries sector.”10  The report recommended an immediate end to coal financing and a phase out of 
oil investments by 2008, and called on the Bank to devote its scarce resources to investments in renewable energy 
development instead. 

World Bank management took note of the EIR’s findings, but argued that “all forms of energy have a role to play” in 
poverty alleviation. While the Bank’s response recognized the role of fossil fuels in contributing to climate change, 
it argued for increasing support for natural gas, calling it a “clean” fuel, and claimed that by staying engaged in oil 
and coal the institution could ensure that its clients followed the best environmental and social practices in those 
sectors.11

The Bank responded to the EIR’s recommendation for a stronger role in promoting renewable energy by pledging 
to grow its financing for “new renewable” energy and energy efficiency projects by 20% each year over the following 
five years, in the context of broadening energy access.12 The increased lending was projected to effectively double 
the Bank Group’s then roughly $200 million per year of clean energy support by 2010 — a target that in 2010 it had 
met, according to our analysis (see conclusion).13

the report recommended an immediate end to 
coal financing and a phase out of oil investments 

by 2008, and called on the bank to devote its 
scarce resources to investments in renewable 

energy development instead.
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Clean Energy Investment Framework and Strategic Framework on 
Development and Climate Change (2006-2008)

Two years later, in 2006, the Bank developed a Clean Energy Investment Framework (CEIF) in response to 
a request from the G8.  The CEIF outlined strategies for aligning international financial institutions’ efforts to 
meet the need for affordable, modern energy with the reality of climate change, in the context of sustainable 
development.14 The Bank reported progress on the CEIF to its Board in 2006 and 2007, including a forecast that 
energy lending would rise to $10 billion by the end of Fiscal Year15 (FY)06-08, and noted that FY06 and FY07 
energy projects emphasized access, efficiency and clean energy.16   It also claimed that new renewable energy and 
energy efficiency finance was on track to meet commitments made in response to the EIR, and reported making 
progress on supporting a low-carbon transition, citing the greatest support for hydropower since 1996 and an 
expansion of its market-based carbon trading program.17  

Independent research, particularly from the Bank Information Center (BIC), told a much different story. Far from 
helping countries make a low-carbon pivot, BIC found that the Bank’s funding for fossil fuel projects leapt 102% to 
more than $3 billion between FY07 and FY08, with coal financing increasing an alarming 642%.18  Lending to large 
coal projects like the Tata Mundra Ultra Mega supercritical coal power plant in India effectively ushered in a new 
era of dirty energy financing.19  

The World Bank reported an increase of 87% in renewable energy and energy efficiency financing from FY07 to 
FY08. However, BIC found that taken alone new renewables grew only 17% and energy efficiency, which according 
to the Bank’s definition includes efficiencies at fossil fuel facilities, was responsible for most of the growth.20  In 
addition, financing for large hydropower projects — which often have devastating environmental and social impacts 
— doubled.21  Disappointingly, BIC also discovered that on average, from the release of the CEIF in 2006 to 2008, 
annual fossil fuel financing was double that of new renewable energy and energy efficiency, and five times higher 
than financing for new renewable sources of energy taken alone.22 

As a successor to the CEIF, the Bank’s Development Committee approved the three-year ‘flexible’ Strategic 
Framework on Development and Climate Change (SFDCC) in 2008. The SFDCC outlined a much broader 
role for the Bank in climate issues, articulating a set of principles, action areas and financing tools intended to 
inform existing operational strategies and help partners better understand, manage and adapt to climate change.23  
SFDCC proposed initial measurements of success, such as growing the share of low-carbon projects to 50% of 
energy lending by 2011, and increasing financing for energy efficiency and new renewables by an average of 30% 
a year over three years.24  Financing for renewables has been rising rapidly, but is still nowhere near half the Bank’s 
energy portfolio (see conclusion). 

“lending to large coal projects like the tata 
mundra ultra mega supercritical coal power 

plant in india effectively ushered in  
a new era of dirty energy financing.
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The strategy highlighted two new large-scale investment programs designed to deliver climate and environmental 
benefits from development deals — the newly approved Climate Investment Funds and scaled up support for 
carbon finance, particularly in the area of reducing emissions from deforestation and forest degradation (REDD).

The Climate Investment Funds (CIFs) created two trust funds to explore ways to develop and disseminate new 
energy technologies and adaptation strategies, including the Clean Technology Fund (CTF). Its aim was to move 
large-scale investment into activities that contributed to the demonstration, deployment, and transfer of low-
carbon technologies with significant potential for long-term greenhouse gas savings. Civil society criticized the 
Bank for including new coal power plants, upgrades to existing fossil fuel power plants, and carbon capture and 
storage for oil and gas in the definition of “low-carbon.”25  One official conceded that the Clean Technology Fund 
might be better called the “Slightly Cleaner Technology Fund.”26 

In a 2010 interim report, the World Bank marked progress on SFDCC action areas, claiming an all-time record in 
renewable energy and energy efficiency financing in FY09 of $3.3 billion, along with stepped-up support for energy 
access. It also cited an 88% increase in new renewable energy and energy efficiency commitments, as compared to 
the SFDCC target of an average annual increase of 30%. It warned, however, that FY10 spending would reflect the 
global financial crisis with a lower share of renewable energy and energy efficiency financing. The report projected 
correctly that the resulting difficulty for African countries in particular to finance conventional energy development 
would lead the Bank to support new coal power projects.27 

The Bank’s growing support for renewables and energy efficiency projects tells only half the story, though. Oil 
Change International (OCI) found that in FY09 and FY10, Bank financing for fossil fuels soared to combined $7.2 
billion, dwarfing the $3.2 billion spent on energy access for the poor by 225%.28  In fact, the Bretton Woods Project 
found that fossil fuel funding reached a record high in FY10, exceeding $4.7 billion,29  and that from FY08 to FY10, 
Bank lending for coal (at $6.5 billion) roughly matched all donor commitments to the Climate Investment Funds.30  

Ultimately, the Bank’s 2008 Strategic Framework on Development and Climate Change did little to prioritize new 
renewable energy sources or decentralized, locally-driven mitigation or adaptation efforts, stalling on promises to 
account for its own greenhouse gas emissions, and continuing to increase financing for fossil fuels.31

Energy Strategy Approach Paper (2009-2011)
In 2009 the Bank embarked on the process of updating its decade-old energy sector strategy, with the intention of 
having a new strategy approved in 2011. The Bank proposed two objectives in its 2009 Energy Strategy Approach 
Paper: improving access and reliability of energy supply, and facilitating the shift to a more environmentally 
sustainable energy development path. To help expand capacity of energy supply and demand to increase reliability 
and access, the Bank argued that all options should be on the table — from new renewable electricity generation to 
large-scale gas, and pledged to increase investment in hydropower projects. The Bank also promised to continue to 
develop and apply methods for greenhouse gas analysis of energy projects, although no commitments were made 
to use greenhouse gas accounting as a criterion in funding decisions.32

In a controversial move, the Bank claimed that situations could arise where climate financing would not be able to 
buy down the cost difference between coal and a less greenhouse gas-emitting alternative. These situations were 
seen as especially likely in smaller and poorer countries with limited potential for energy diversification and high 
vulnerability to oil price shocks. The approach paper outlined conditions under which the Bank could finance new 
coal power projects, including when a project demonstrated it could improve overall energy security, reduce power 
shortages, increase access for the poor, or when coal projects used the best appropriate available technology to 
allow for lower greenhouse gas intensity.33  
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The approach paper was used as the basis for initial consultations with stakeholders in developing and developed 
country governments, regulatory bodies, academia, civil society, the private sector and others in the first half of 
2010. 

The consultations revealed many areas of agreement among the 2,100 participants and 170 written submissions 
about an appropriate role for the World Bank in energy finance, including recommendations that it focus on small 
scale, distributed, renewable energy; delivering more support for renewable technologies overall; tapping local 
renewable energy and decentralized generation to meet the income-generating needs of people living in poverty; 
and the importance of investing in energy efficiency, integrated resource planning across sectors, and modernizing 
household fuels for cooking and heating.34 

One of the more hotly contested issues throughout consultations was the World Bank’s role in fossil fuel lending. 
Some private sector, public utilities and government officials were strongly against any prohibitions on financing to 
develop domestic coal resources, and wanted the Bank to invest in “cleaner” coal while also investing in renewables. 
Other stakeholders demanded an immediate phase out of fossil fuels, noting that funding carbon intensive 
technologies counteracts the Bank’s efforts to mitigate climate change, and undermines adaptation. Energy subsidy 
reform and support for large-scale hydropower dams also raised significant debate. 35 

Ultimately, the Energy Sector Strategy stalled out when developed and developing countries failed to reach a 
consensus on its most controversial provisions, such as restrictions on support for coal.

Meanwhile, without guidance to steer energy lending to clean technologies, the Bank’s fossil fuel lending continued 
to rise. From fiscal years 2008 to 2011, the World Bank financed over $33 billion in the energy sector, nearly half of 
which (more than $15 billion) went to build or promote fossil fuels.36  Civil society groups pointed out that without 
a functioning energy strategy, the World Bank would only slip further from its goal of poverty eradication and lose 
its position as a leader in sustainable energy lending in the international finance community.

Energy in the Kim Era: 
New Energy Directions and Emerging MDB Common Principles (2012-present)

When Jim Yong Kim took over the World Bank Group presidency in 2012, many development and climate 
advocates hoped his public health background would lead him to embrace a clean energy agenda. In July 2013, 
under Kim’s guidance, the World Bank board quietly approved a new Energy Directions paper for the Bank’s energy 

“from fiscal years 2008 to 2011, the world bank 
financed over $33 billion in the energy sector, 

nearly half of which (more than $15 billion) went 
to build or promote fossil fuels.
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sector.37  The paper highlighted the Bank’s intention to focus on the poor in delivering universal energy access, 
promised increased support for energy efficiency and renewable energy, and—most remarkably—included a halt 
on financial support for new coal power generation projects except in “rare” circumstances.38  

The Energy Directions paper included a list of exemptions from the Bank’s claimed halt to coal financing, however. 
The new restrictions did not apply to coal used in industrial operations for heat, captive power, and chemical needs. 
The Bank would continue to finance investments in industrial and commercial processes such as steel, cement, and 
other manufacturing operations. It remained a question if coal power plant expansion and retrofits of existing coal 
power plants — which usually extend the life of a facility, often for decades — escaped the ban. 

The Bank also pledged to scale up its engagement in natural gas, and committed to ramp up spending on 
hydropower projects. The reiteration of an “all of the above” approach was particularly disappointing given the 
International Energy Agency’s conclusion that local mini- and off-grid solutions based on solar, wind and micro-
hydropower projects work best for achieving electrification in rural communities, where the majority of families 
without access live.39 

A pair of reports by Oil Change International revealed disturbing trends. The same year as the Energy Directions 
paper was approved (2013), they found that Bank support increased to fossil fuels and decreased to clean energy 
from the preceding year.40   The study revealed an increase in natural gas financing from $590 million in FY12 to 
$1.2 billion in FY13, and a leap in large hydropower funding from $333 million to $844 million. 

In a second study, OCI reported that the Bank had again increased support for dirty energy. Of the total $9.9 
billion provided in energy finance in 2014, 34% went toward fossil fuel projects, while clean energy received only 
19%. Despite the World Bank’s climate rhetoric, lending for fossil fuel projects had gone up by a third since 2012, 
including $400 million in coal finance in 2014.41  International Rivers found that Bank financing for large dams was 
on the rise with more than $2 billion approved for large hydropower projects in 2014, accounting for over half of its 
support for power generation that year.42 

Worryingly, the World Bank’s “everything and the kitchen sink” direction on energy seems to have been used 
as a framework for the common principles on tracking climate mitigation finance agreed to by the Bank, other 
multilateral development banks and the International Development Finance Club.43  Common definitions can 
help bring consistency and transparency to donor spending on climate and energy, and the principles insist that 
hydropower, biomass and geothermal projects would have to show real emission reductions to count. Still, the 
common principles encourage dirty and destructive energy under the rubric of ‘lower carbon’ fossil fuel, carbon 
capture and sequestration, large dams, and burning trash as fuel and are conspicuously silent on common 
methodology for calculating a project’s carbon footprint. 

The World Bank faces serious challenges in matching its pro-climate discourse with its fossil-heavy lending, as our 
review of its energy and climate initiatives and track record shows. This is all the more reason why the Bank’s ability 
to influence the lending policies of institutions with significantly larger energy portfolios puts a speedy transition 
to a climate-friendly, low-carbon economy at risk. Much of existing development aid could simply be redefined as 
climate finance and emerging institutions like the Green Climate Fund could be distracted from their mission to 
support a paradigm shift in developing countries energy systems. 

At a time when climate change is recognized by the Bank itself as one of the greatest risks to development, its 
actions need to reflect its rhetoric.
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“
the world bank’s “everything 

and the kitchen sink” direction 
on energy seems to have been 
used as a framework for the 

common principles on tracking 
climate mitigation finance 

agreed to by the bank, other 
multilateral development 

banks and the international 
development finance club.
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In order to understand how the World Bank’s lending practices align with their increasingly 
climate-friendly rhetoric, this study compared total volumes of financing approved through 
the International Bank for Reconstruction and Development (IBRD) and International 
Development Assistance (IDA) for fossil fuel and renewable energy projects (as a proxy 
for the Bank’s commitment to a clean energy transition) in calendar years 2000-2004 and 
2010-2014 (for a full description of report methodology, see Annex). 

We found that World Bank funding for all four categories of energy projects - fossil, new 
renewable, large hydro and other - increased substantially between the two study periods 
(Fig. 1).

SECTION II
WHAT HAS CHANGED? A NEW REVIEW  



Page 14

New Renewables
The good news is that the Bank increased spending on new renewables and demand side energy efficiency  almost 
five-fold between 2000-2004 and 2010-2014, from $1.2 billion to $5.7 billion. Also, the number of new renewable 
projects reached parity with the number of fossil fuel projects supported, although renewable projects tended to 
be far smaller.

In both time periods, energy efficiency and mixed renewables made up the majority of new renewable financing 
(Fig. 3). Funding for demand side efficiency quadrupled to $2.1 billion — a smart move by the Bank since investing 
in energy efficiency is a cheaper and faster way to reduce greenhouse gas emissions than building new lower-
carbon power facilities.44  Other major shifts included a 40-fold increase in funding for solar power projects, and 
significant growth in wind energy (although wind still only constitutes 4 perfect of new renewable finance).  

“funding for demand side efficiency quadrupled 
to $2.1 billion — a smart move by the bank since 

investing in energy efficiency is a cheaper and 
faster way to reduce greenhouse gas emissions 

than building new lower-carbon power facilities.

Fossil Fuels
Unfortunately, funding for fossil fuel projects grew from $2.4 billion to $9.3 billion — an almost four-fold increase. In 
the 2010-2014 period, fossil fuel projects still received more than 1.5 times as much support as new renewables, and 
the share of fossil fuel projects in the Bank’s energy portfolio rose from 35% to 38% (Fig. 2). 

World Bank financing increased to all types of fossil fuel projects, but the distribution shifted over time. During 
2000-2004, mixed fossil fuel projects received the majority of funding (40%), and financing was evenly distributed 
between gas, coal and supply side energy efficiency (17% each). By the 2010-2014 period coal had leapt to 36% of 
dirty projects ($3.4 billion) and gas projects constituted 27% of fossil fuel support ($2.5 billion) (Fig. 4). The Bank’s 
increase in coal — the most carbon intensive of all fossil fuels — is particularly at odds with the Bank’s rhetoric 
on climate change. The rise in support for gas is also disappointing. Although cited as being less emitting than 
coal when combusted in new, efficient power plants, methane leaked during drilling, extraction and transport has 
called into question whether gas projects are actually less harmful to the climate.45  Supply side energy efficiency 
increased five-fold, growing to about 20% of 2010-2014 fossil fuel funding. While lowering the carbon intensity of 
electricity generation, efficiencies should be considered part of an approach to ultimately transition away from fossil 
fuel energy generation.
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FIGURE 1: world bank (ibrd/ida) financing for energy sector projects by category, 2000-2004 and 2010-2014

“
funding for fossil fuel projects grew 
from $2.4 billion to $9.3 billion — an 

almost four-fold increase.  
from 2010-2014, fossil fuel projects still 

received more than 1.5 times as much 
support as new renewables.
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FIGURE 2: world bank (ibrd/ida) energy sector project finance as a percentage of total energy portfolio, 
2000-2004 and 2010-2014

Large Hydropower
Financing for large hydroelectric power projects, defined by the World Bank as projects with production capacity of 
greater what 10 megawatts, make up a quickly growing proportion of the Bank’s energy portfolio. In the first period, 
large hydroelectric projects constituted 6% of the energy portfolio ($373 million).  Ten years later, 17% of energy 
funding ($4.3 billion) went to large hydro projects (Fig. 2) — a more than 10-fold increase.

The role of large hydropower in a sustainable energy regime is still hotly debated. On one hand, the World Bank 
and others have argued that large hydropower can help meet baseload electricity demand in a low-carbon energy 
system. However, dammed reservoirs, especially in the tropics, emit greenhouse gases. Large dams are also highly 
vulnerable to climate change as rainfall and river flow becomes increasingly unpredictable.46 

In addition to its climate impacts, large hydropower is often considered a ‘dirty’ energy because of its broader social 
and environmental impacts. In project documents, the Bank itself has acknowledged that larger hydropower projects 
require greater land and water resources, which it noted could impact inter-basin resource sharing, vegetation, 
wildlife, wetlands, local microclimate and village resettlement.47  And International Rivers has found that large dams 
often overrun costs, on average by 96%, making the electricity generated too expensive for poor consumers.48  
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FIGURE 4: world bank (ibrd/ida) fossil fuel financing by project type, 2000-2004 and 2010-2014

FIGURE 3: world bank (ibrd/ida) new renewable funding by project type, 2000-2004 and 2010-2014
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Other
In 2000-2004, landfill gas recovery, biofuel and energy infrastructure, planning and electrification projects that 
were not clearly identified as fossil or renewable made up more than 40% of the Bank’s entire energy portfolio ($2.9 
billion). By 2010-2014 that proportion had been halved to about 20%, but the volume of financing almost doubled 
in absolute terms to $5.3 billion. 

The considerable amount of funding classified as “other” points to the need for more detail and clarity in project 
descriptions, environmental impact assessments and other documents. It also raises issues about the World Bank’s 
categorization of biofuel projects as renewable, given the risk of land grabbing and potential competition for 
land with food production. Similar problems arise when claiming landfill gas recovery as renewable. In 2007 the 
Intergovernmental Panel on Climate Change found that landfill gas capture systems may prevent as little as 20% 
of methane emitted.49  And installation of landfill gas capture infrastructure can lock-in landfill operations, or their 
expansion, in place of putting in place less polluting, climate-friendlier zero waste strategies.

Energy Funding for Low-Income Communities
This report also examined whether the world’s poorest nations have received a growing piece of the Bank’s energy 
investment pie, as has been recommended repeatedly in World Bank reports over the past fifteen years. We found 
that the Bank’s total volume of energy funding to LDCs has increased from $1.8 billion in 2000-2004 to $5.2 billion 
in 2010-2014. However the proportion of overall Bank energy financing going to LDCs dropped from 26% to 21%. 
Funding for new renewables in LDCs increased almost six-fold, from $148 million to $856 million. As discussed 
above, mini- and off-grid solar, wind and micro-hydro projects are considered most effective for addressing energy 
poverty.50   However, this increase in new renewables does not necessarily mean projects were targeted at energy 
access for the poor. Finally, while increasing more slowly, funding for fossil fuel projects in LDCs more than doubled 
between the two periods, from $439 million to $1.1 billion.

FIGURE 5: World Bank (IBrd/Ida) energy sector fundIng In least developed countrIes, 2000-2004 vs. 2010-
2014
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SECTION III
MEETING THEIR PROMISES:  
conclusions and recommendations

As one of the most influential financial institutions on Earth, the World Bank’s actions will be a critical piece of 
humanity’s response to climate change. This report reviews fifteen years of initiatives and statements by the World 
Bank on the importance of shifting away from fossil fuels towards renewable energy, and providing for the needs 
of developing nations while avoiding the worst impacts of climate change. In examining all World Bank (IBRD/
IDA) energy projects between 2000-2004 and 2010-2014 it finds that the Bank has increased spending on energy 
efficiency and new renewables such as wind and solar. But despite wilting criticism and its own internal statements 
the World Bank also has ramped up spending on fossil fuels, including coal and natural gas, and continues to fund 
massive hydroelectric plants.

Looking back at the World Bank’s own pledges proves useful. The 2004 Extractive Industries Review, and a related 
pledge made in Bonn upon the release of the EIR, committed the Bank to increasing its lending to new renewables 
and energy efficiency by 20% per year from 2004. The Bank also promised in the 2008-2011 Strategic Framework 
for Development and Climate Change to increase financing for energy efficiency and new renewables by an 
average of 30% a year. For the years that these pledges overlap with our study period (2010-2011) we see an almost 
80% increase in new renewables and energy efficiency, from $1.2 billion to $2.2 billion. 

The World Bank also proposed as an initial measure of success in the SFDCC growing the share of low-carbon 
projects to 50% of energy financing by 2011. Using our classification system, in 2011 new renewables made up 40% 
of the Bank’s IBRD/IDA energy portfolio. For the entire 2010-2014 timeframe, new renewables made up only 24% 
of all IBRD/IDA energy spending. When considering all World Bank financing streams (IFC and MIGA, as well as 
IBRD and IDA) in 2010-2014, new renewables account for only a fifth (22%) of energy funding.51  
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Recommendations

If the World Bank is serious about supporting the transition to low-carbon, sustainable 
development, it should:

•	 Immediately end coal financing, quickly phase out oil investment, and devote more 
resources to renewable energy development, as per recommendations in the 2004 
Extractive Industries Review. In addition, the Bank should reassess its approach to 
financing natural gas expansion infrastructure, considering the “lock in” effect of 
these projects, even those improving the efficiency of fossil fuel facilities. 

•	 Make specific commitments to reduce absolute (as opposed to relative) fossil fuel 
financing within specific timelines.

•	 Calculate and make publicly available direct and indirect greenhouse gas emissions 
for all projects, and harmonize methodologies with other multilateral development 
banks and public finance institutions to the highest standard. 

•	 Prioritize renewable energy projects in economies in transition, and new renewable 
mini- and off-grid energy projects in Least Developed Countries.

•	 Assess alternative renewable energy options for environmental and social, as well as 
economic, cost and compare them to fossil fuel options.

•	 Increase clarity and transparency of data and methods, with special attention to 
better describing the categorization of projects by sector and how funding is 
allocated within each project.  
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Annex: Methodology
This study set out to ascertain whether the World Bank’s lending practices align with their increasingly climate-
friendly rhetoric by comparing total volumes of financing approved for fossil fuel and renewable energy projects 
(as a proxy for the Bank’s commitment to a clean energy transition) in calendar years 2000-2004 and 2010-2014. 

To do so, we reviewed project documents (including projects description and environmental assessments) for 
the 480 energy sector projects in the World Bank’s IBRD and IDA online project database52  approved in the 
two time periods. We analyzed projects in five-year blocks to smooth out potential “lumpiness” in lending data 
caused by large projects approved in a single year.53  

We analyzed both the number of projects and the nominal value of financing in the following energy categories: 

New renewable: included geothermal, wind, solar, small hydroelectric power generation (< 10MW) or run of river 
hydroelectric of any capacity, and mixed renewables (two or more renewable components, like solar and wind, 
in the same project). We also included energy efficiency projects directed at demand-side energy use reduction 
in this category. 

Fossil:  included fossil fuel sources - oil, gas, coal, mixed fossil (two or more fossil components, like gas and oil, 
in the same project) — and projects that contributed to “lock-in” of fossil fuel use, such as energy efficiency for 
fossil plants and planning for fossil fuel energy. 

Large hydroelectric power projects: included those with more than 10MW generating capacity. 

Other: included biofuels, landfill gas recovery, and energy infrastructure (including transmission lines and 
pipelines), planning (including energy assessment) and electrification, where not specified as fossil or renewable. 

Energy-related projects that lacked sufficient information to determine which of the four categories best applied 
were excluded from the analysis.  

If a project fit into multiple categories, the financing amount was allocated according to sector proportions 
provided by the World Bank project descriptions (when available). This allowed us to account more accurately 
for “mixed” projects that did not fit within a single categorization.  An example of such a project devoted specific 
proportions of total project funding to both transmission lines (other) and gas powered electricity utility plants 
(fossil). Where the World Bank indicated multiple sectors but was not clear about proportions, total project 
funding was divided equally among the sectors named.  

The findings using this methodology are therefore limited by amount and quality of the information made public 
by the World Bank on its web portal. While the Bank is more transparent than many other donor institutions, its 
online project database often lacked clear, detailed information about the nature of activities being funded. Thus, 
a degree of coder judgment was involved in categorizing projects based on limited information. Additionally, 
there were discrepancies between the data on the website and in the project’s documents. In cases where project 
documents conflicted with the information summarized on the World Bank’s project database website, we used 
the information presented in the online summary page.54  

Finally, by examining only projects included in the IBRD and IDA online database, our analysis excludes the 
significant energy financing flowing through the World Bank Group’s private sector entities - the International 
Finance Corporation (IFC) and Multilateral Investment Guarantee Agency (MIGA). We chose to examine 
only the Bank’s public sector energy finance because we were most interested in understanding to what degree 
contributions raised from taxpayer money were focused on serving the public good of averting climate change 
and delivering clean energy in the context of sustainable development. However, this limited scope constrains 
our efforts to assess broader patterns at the Bank.  
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