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The Paris Agreement on Climate Change sets out a commitment for 

finance flows to be made consistent with a pathway towards low 

greenhouse gas emissions and climate-resilient development. This is 

needed to limit the global temperature rise to well below 2°C (and strive 

for a 1.5°C limit). The multilateral development banks (MDBs) will play a 

crucial role in delivering climate finance and helping countries transition 

to low carbon economies. According to their own estimates, the six 

largest multilateral development banks (MDBs) committed more than 

$25 billion in climate finance in 2015 from their own resources.1  

However, recent analysis shows that the multilateral development banks 

have also continued to support fossil fuels. Our analysis assesses the 

coherence with which the development banks are scaling up climate 

finance while phasing out fossil fuels. 
 

 

Climate and Fossil Finance: What Progress? 
Best practices for assessing the progress in greening financial flows include measuring 
the ratio of exposure of “green” to “brown” assets or infrastructure in the portfolio. 
Or alternatively, using a carbon footprinting methodology to assess the financed 

emissions2.  While the Multilateral Development Banks (MDBs) have agreed on a 
harmonized approach to greenhouse gas accounting during project appraisal,3 these 

figures are not yet calculated or reported by all the MDBs. So far, the European Bank 
for Reconstruction and Development (EBRD), Inter-American Development Bank 

                                                           
1 IADB (2015). 2015 Joint Report On Multilateral Development Banks' Climate Finance. This includes the data from the World 
Bank Group (WBG), African Development Bank (AFDB), Asian Development Bank (ASDB), Inter-American (IADB), European 
Investment Bank (EIB) and European Bank of Reconstruction and Development (EBRD). To note that these figures are differ 
from the project-level data reported to the OECD-DAC due to methodological differences. 

2 UNEP (2015) Greening China’s Financial System, Chapter 11.  

3 IFC (2012) International Financial Institution Framework for a Harmonised Approach to Greenhouse Gas Accounting.  

https://publications.iadb.org/handle/11319/7807
http://www.oecd.org/dac/environment-development/TECHNICAL%20NOTE.pdf
http://unepinquiry.org/wp-content/uploads/2015/10/greening-chinas-financial-system-chapter-11.pdf
http://www.ifc.org/wps/wcm/connect/518623004dc5f53c8e36aeab7d7326c0/IFI+Harmonisation+Framwwork+for++GHG+Accounting_Nov+2012.pdf?MOD=AJPERES
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(IADB), and European Investment Bank (EIB) publish these figures4. The Asian 
Development Bank (AsDB) has recently committed to disclose and reduce their 
portfolio emissions,5 while the World Bank Group (WBG), and African Development 

Bank (AFDB) have yet to disclose their portfolio emissions6.  
 
Moreover, in assessing the ratio of green to brown flows, the main challenge in this 
regard is defining green and brown categories, as there is not yet a standard 
definition.7 Within this briefing, we take the definition of brown investment to mean 

investment in fossil fuel assets (coal, oil and gas).  Green investments have been 

categorized using the project-level data on climate-related development finance 
reported by the main six multilateral development banks to the Organisation for 

Economic Co-operation and Development's (OECD) Development Assistance 
Committee (DAC) and screening this data for energy-related projects. Therefore, the 
green to brown ratio is focused on energy financing. The OECD-DAC data is used as a 
basis for reporting to the United Nations Framework Convention on Climate Change 
(UNFCCC) on climate finance,8 and the data was screened to identify energy-related 

projects such as renewable energy and energy efficiency projects. The total climate 

finance figures include projects that reduce emissions in all sectors (mitigation 
finance) as well as projects for resilience to climate impacts (adaptation finance). 
Figures from 2013 to 2015 are analysed as the OECD-DAC climate finance data for 

2016 is not yet available. 

 
The graph below takes the project-level data self-reported by the MDBs to the OECD’s 
DAC as climate-related development finance9, and compares this amount against 

projects identified as support for fossil fuels in the Oil Change International ‘Shift the 
Subsidies’ database10.  This includes any oil, gas, or coal production or exploration 

projects, as well as projects supporting the development or transmission of fossil fuel 
power11.  The project-level data on support for fossil fuels from Oil Change 
International includes grants, loans, guarantees, and equity investments, however, it 

does not currently include finance delivered through financial intermediaries, because 
the volume of finance for specific energy activities ultimately delivered through those 

intermediaries is often unclear.12 For similar reasons, the Oil Change datasets omit 
MDB development policy lending.  While the figures for climate finance and fossil fuel 

                                                           
4 The portfolio emission data is available from respective Sustainability Reports for EBRD (2015), IADB (2015) and EIB (2015).  
However, the banks all use slightly different thresholds for inclusion of projects, so the figures are not comparable across the 
MDBs. 

5 The ASDB’s Climate Change Operational Framework (2017) has recently committed to “establishing a baseline and 
mechanism for measuring progress toward bending the GHG emission curve of the ADB portfolio”.  

6 http://www.huffingtonpost.com/entry/when-will-all-the-development-banks-disclose-
their_us_59b9291be4b0390a1564da03  

7 Climate Bonds Initiative has developed a taxonomy for green finance. See: 
https://www.climatebonds.net/standards/taxonomy. However, there is no standard definition. See: UNEP 2015.  

8 OECD (2015). Climate-related development finance in 2013-14.  

9 http://www.oecd.org/dac/stats/climate-change.htm  

10 http://priceofoil.org/shift-the-subsidies/ 

11 http://priceofoil.org/shift-the-subsidies-methodology/  

12 Oil Change International (2017) Talk is Cheap: How G20 Governments are Financing Climate Disaster. 

http://2015.sr-ebrd.com/impact/#greenhouse-gas-assessment-for-2015
https://publications.iadb.org/handle/11319/7532?locale-attribute=en
http://www.eib.org/attachments/general/reports/sustainability_report_2015_en.pdf
https://www.adb.org/documents/climate-change-operational-framework-2017-2030
http://www.huffingtonpost.com/entry/when-will-all-the-development-banks-disclose-their_us_59b9291be4b0390a1564da03
http://www.huffingtonpost.com/entry/when-will-all-the-development-banks-disclose-their_us_59b9291be4b0390a1564da03
https://www.climatebonds.net/standards/taxonomy
http://unepinquiry.org/wp-content/uploads/2015/10/greening-chinas-financial-system-chapter-11.pdf
https://www.oecd.org/dac/environment-development/Climate-related-dev-finance-ENG.pdf
http://www.oecd.org/dac/stats/climate-change.htm
http://priceofoil.org/shift-the-subsidies-methodology/
http://priceofoil.org/content/uploads/2017/07/talk_is_cheap_G20_report_July2017.pdf
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finance are not directly comparable in terms of their scope13, the graph below does 
provide an initial picture of the overall commitments to climate finance and fossil 
fuels. 

 
It is important to remember that coal burning contributes the most to climate change 
as it is the most carbon-intensive fossil fuel, followed by oil, and then gas. Per unit, 
coal-burning can contribute almost two times as much to climate change than natural 
gas.14 As shown in the figure below, the highest level of coal and coal-related support 

was identified in the AsDB, and then WBG, followed by the EBRD.15   

 
Figure 1: Climate Finance (CF) and Fossil Finance (FF) to developing countries among 

the Multilateral Development Banks (annual average over 2013-15) 

 
Sources: Climate finance data is from data reported to the OECD-DAC and includes both 

adaptation and mitigation16; Fossil finance data is from Oil Change International17.   

 
As shown in the figure above, all MDBs have an average annual level of climate 

finance greater than fossil fuel finance. However, it is important to note that a 
comparable amount of non-climate related finance is likely to include projects from 
other infrastructure sectors which are dependent upon fossil fuels, or which are mal-

adapted to climate change. Apart from at the IADB and AFDB, there is still substantial 
levels of finance going to fossil fuels at each of the MDBs.  In terms of volumes of 

finance, the WBG contributed to the most finance for fossil fuels in developing 
countries over this period as well as the most to oil projects. 

                                                           
13 The climate finance data includes activities for adaptation to climate change (responding to impacts) as well as for 
mitigation of emissions. 

14 See: https://www.eia.gov/tools/faqs/faq.php?id=73&t=11 To note that this does not include the impact from leakage of 
natural gas emissions. 

15 The category for coal includes both coal projects and “Mixed – coal” projects within the Oil Change dataset. 

16 http://www.oecd.org/dac/stats/climate-change.htm 

17 http://priceofoil.org/shift-the-subsidies-methodology/  The Oil Change data for EBRD and EIB has been adjusted to 
exclude a number of European countries which are not eligible for Official Development Assistance (ODA) and therefore would 
not be counted in the OECD’s climate finance figures. 
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Figure 2: Climate Finance (CF) and Fossil Finance (FF) to developing countries as a 
percentage of total MDB spend (annual average over 2013-15) 

 
Sources: Climate finance data is from the OECD-DAC database18; Fossil finance data is from Oil 

Change International19; while total MDB finance is from the MDB Joint reports.20   

 

The graph above shows EBRD has the highest level of fossil finance as proportion of its 
total spend, but also the highest proportion of climate finance. Meanwhile the IADB 
has the lowest level of fossil finance as a proportion of its total spend. 

 
The figure below shows the ratio of energy-related climate finance to fossil finance 

towards developing countries among the MDBs. The IADB appears to be a leader 
among the group with the highest green to brown ratio, while the EBRD and WBG 
have emerged as having the lowest green to brown ratio. 

                                                           
18 http://www.oecd.org/dac/stats/climate-change.htm 

19 http://priceofoil.org/shift-the-subsidies-methodology/  As above, the Oil Change data for EBRD and EIB has been adjusted 
to exclude a number of European countries which are not eligible for Official Development Assistance (ODA). 

20 MDB Joint reports on climate finance were released in 2013, 2014 and 2015. The figures for total spend include both MDB 
resources and external resources. 
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http://www.oecd.org/dac/stats/climate-change.htm
http://priceofoil.org/shift-the-subsidies-methodology/
https://publications.iadb.org/bitstream/handle/11319/7812/Joint-Report-on-MDB-Climate-Finance-2013.pdf?sequence=1&isAllowed=y
http://www.eib.org/attachments/documents/joint_report_on_mdb_climate_finance_2014.pdf
https://www.adb.org/sites/default/files/institutional-document/189560/mdb-joint-report-2015.pdf
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Figure 3: Ratio of Energy-related Climate to Fossil Finance to developing countries 
(average 2013-5) from High to Low  

 
Sources: Energy-related climate finance data is from the OECD-DAC database21; Fossil finance 

data is from Oil Change International22.  

 
The fossil finance figures for the two European institutions (EIB and EBRD) from Oil 

Change were adjusted as they lend to a number of European countries which are not 
eligible for Official Development Assistance (ODA) and therefore not counted in the 

OECD’s climate finance figures.  The EIB committed an annual average of $2.96 billion 
of fossil finance towards Central and Western European countries over 2013-15, 85% 
of its total fossil finance, with the majority of this support going towards gas.  Taking 
into account investments to all countries, the EIB committed an annual average of 

                                                           
21 http://www.oecd.org/dac/stats/climate-change.htm  The data was screened for energy terms within the ‘description’, 
‘short description’, ‘sector’ and ‘sub-sector’ categories. To note that there was discrepancies and omissions within data 
reported by EBRD to the OECD which may have reduced the number of energy-related projects identified within the screening 
process. 

22 http://priceofoil.org/shift-the-subsidies-methodology/   

http://www.oecd.org/dac/stats/climate-change.htm
http://priceofoil.org/shift-the-subsidies-methodology/
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$24.5 billion towards climate action over 2013-15,23 compared to an annual average 
of $3.6bn in fossil fuel investments.    Similarly, the EBRD committed an annual 
average of $3.47bn towards sustainable energy, climate change resilience and 

resource efficiency over 2013-15,24 compared to an annual average of $1bn in fossil 
fuel investments.  Information on energy-related climate spend by EIB and EBRD in all 
countries was not available so it was not possible to assess whether total finance was 
greener than finance to developing countries.   

Figure 4: Ratio of Energy-related Climate Finance to Fossil Finance to developing 

countries (annual average 2013-5) in the World Bank Group institutions, from high to 
low  

 
Sources: Energy-related climate finance data is from the OECD-DAC database25; Fossil finance 

data is from Oil Change26; Note: MIGA did not have any climate finance reported to OECD-DAC 

in 2013-15.  

 

                                                           
23 The EIB committed €19bn ($25.23bn) to climate action in 2013, €19.1bn ($25.33bn) in 2014, and €20.7bn ($22.95bn) in 
2015.  The annual figures in Billion Euros were converted to USD using the OECD’s annual exchange rates. However, it is not 
clear to what extent the EIB’s definition of finance for climate action aligns with that of OECD-DAC. 

24 The EBRD committed €2.5bn to the Sustainable Resource Initiative (SRI) in 2013, €3bn in 2014 and €2.8bn in 2015, which 
includes investment to sustainable energy, climate change resilience and resource efficiency according the EBRD’s annual 
reports. It is not clear to what extent this definition aligns with the OECD-DAC. The figures are converted to USD as above.  

25 http://www.oecd.org/dac/stats/climate-change.htm  The data was screened for projects tagged as ‘energy’ projects. 

26 http://priceofoil.org/shift-the-subsidies-methodology/   

http://www.eib.org/attachments/thematic/eib_group_sustainability_overview_2013_en.pdf
http://www.climateactionprogramme.org/images/uploads/documents/climate_action_en.pdf
http://www.eib.org/attachments/climate_postcard_en.pdf
http://www.ebrd.com/publications/annual-report
http://www.ebrd.com/publications/annual-report
http://www.oecd.org/dac/stats/climate-change.htm
http://priceofoil.org/shift-the-subsidies-methodology/
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As shown in the figure above, out of the World Bank Group institutions for which 
there is data available, the International Development Association (IDA) has the 
highest green to brown ratio, followed by the International Bank for Reconstruction 

and Development (IBRD). The International Finance Corporation (IFC) has the largest 
investment in fossil fuels both in terms of volume and in relation to its energy-related 
climate finance, showing that there is need for improvement. 
 

Figure 5: Climate Finance and Fossil Support to developing countries among the 

Multilateral Development Banks over time (2013 – 2015) 

 
Source: OECD Climate Finance dataset, Oil Change International database 
 

In aggregate over the multilateral development banks, the levels of climate finance 
are greater than those of finance to fossil fuels. Over 2013 to 2015, there appears to 
be no overall trend in either climate finance or fossil finance (see figure above). Both 

climate finance and fossil finance increased slightly in 2014 and then reduced in 2015, 
reflecting overall changes in total MDB operations over these years, which may reflect 

project approval cycles.27 The figures for 2012 are not shown, as the 2012 project-

level climate finance data is missing for the WBG, EIB, and AFDB.  
 

Tracking climate-related finance: What counts? 
The OECD-DAC dataset provides project-by-project data for projects that have been 
tagged as climate finance. Under the OECD dataset, much of what is currently being 
reported as climate finance may have climate action only as one of many objectives. 
Those reporting can choose to select whether climate change is the main or ‘principal’ 
objective, or whether climate action is only one of many objectives (a ‘significant’ 
objective).28  There have been concerns among civil society groups that climate 
finance may be currently over-reported because the climate-relevance of projects is 

                                                           
27 Information from the MDB Joint reports shows that total MDB finance did rise from 129bn in 2013 to 137bn in 2014, before 
falling to 131bn in 2015. Source: MDB Joint reports 2013, 2014 and 2015. 

28 OECD (2011). Handbook on the OECD-DAC Climate Markers.  

 -

 2.00

 4.00

 6.00

 8.00

 10.00

 12.00

 14.00

 16.00

 18.00

2013 2014 2015

$
 B

ill
io

n
s Mitigation

Finance

Fossil Finance

Adaptation
Finance
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https://openknowledge.worldbank.org/bitstream/handle/10986/22032/20140joint0rep0nks00climate0finance.pdf?sequence=1&isAllowed=y
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being over-estimated.29 This could be of particular relevance for adaptation finance, 
because activities for adapting to climate impacts often look like conventional 
development activities, and may target diverse areas such as health, water and 
sanitation.  Moreover, Oxfam has argued that only the concessional element of loans 
or other non-grant instruments should be counted as climate finance.30 
 
This paper does not seek to interpret the accuracy of the data, rather it takes the 
climate-related development finance data reported by the MDBs by OECD at face 
value. Yet despite the difficulties of classifying adaptation finance, it is notable that 
the approach used by the development banks to report on adaptation finance is 
arguably more rigorous than the approach taken by the bilateral donors. The MDBs 
have elaborated their “three-step approach” methodology which follows a granular 
approach and could be a good approach for the bilateral donors to build upon.31  
 

Fossil finance: Support for Oil, Gas and Coal  
Data from Oil Change (below) also shows that of the types of fossil fuel, the greatest 

proportion of fossil fuel support in all MDBs went towards gas. AsDB provided both 
the greatest proportion of and total support to coal over this period. AsDB’s high 

proportion of coal finance was dominated by $900 million of support in 2013 to the 
Jamshoro coal plant in Pakistan.32  AfDB provided the greatest proportion of annual 

support for oil during this period but as shown in Figure 1, these numbers are small.  
 

Figure 6: Proportion of finance to developing countries to different fossil fuels 

(annual average over 2013-15) 

  
Source: Oil Change International, Shift the Subsidies Database 

                                                           
29 Climate Action Network (2016). Elaborating Modalities of Accounting for Climate Finance.  
30 Oxfam (2016). Climate Finance Shadow Report 2016. 

31 Weikmans et al (2017). Assessing the credibility of how climate adaptation aid projects are categorised, Development in 
Practice, 27:4, 458-471, DOI: 10.1080/09614524.2017.1307325 
32 https://www.adb.org/projects/47094-001/main#project-pds  
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Does gas have a role as a transition fuel? 
Under its 2oC scenario, the International Energy Agency (IEA)33 argues that gas is 

needed to manage the intermittency of renewable energy sources, and that gas 
generation increases through the 2030s and then declines toward 2050.34  This IEA 
scenario shows gas generation increasing rapidly in China and India, reducing 
emissions by displacing coal, while in OECD countries, gas generation remains at 
present levels to 2030 and then drops significantly.35  However, the IEA’s atmospheric 

carbon dioxide (CO2) target of 450 parts per million only gives the world a 50% 

probability of staying below 2°C of warming.36 To reduce this risk, we need to have 

less CO2 in the atmosphere, so gas may well have to be phased out sooner. 
 
Gas generation can play a complementary function with renewables, but other 
solutions can achieve the same effect, for example, increasing grid interconnectivity, 
storage, demand side management, and electrification of transport.37  Moreover, 

fugitive methane emissions from use of gas need to be managed,38 as methane has a 
higher global warming potential than CO2.  In fact, high levels of leakage can cancel 
out the relative climate benefits of gas compared to coal.39  Investing in gas also risks 
locking-out other investments, and to the extent natural gas displaces nuclear or 

renewable energy, it will increase emissions.40 41 Gas will probably have a role in some 

countries while in others, it may be most economic to go straight to renewables. 

 
Recent analysis by the World Resources Institute suggests that in order for gas 

investments to be in line with a 2°C scenario, the MDBs decisions on projects should 
consider “the future shift out of gas to zero-carbon alternatives, make deep gains in 
energy efficiency, and/or have a plan to incorporate carbon capture and storage”.42  

Given that all fossil fuels must be phased out by mid-century to align with a 2°C 
pathway, MDBs must answer questions about who bears the long-term risk if gas 

plants become ‘stranded assets’43.  Moreover, the Paris Agreement sets out the 
ambition of striving toward limiting global warming to 1.5°C above pre-industrial 

                                                           
33 The IEA has two compatible 2°C scenarios calculated under different models, the Energy Technology Perspectives (ETP) 2°C 
Scenario (2DS) to 2050 and the WEO 450 Scenario to 2040. 

34 IEA (2016) Energy, Climate Change, and Environment.  

35 IEA (2016) Energy, Climate Change, and Environment. 

36 http://priceofoil.org/2016/04/06/beyond-450-why-the-iea-climate-scenario-falls-short/  

37 Climate Action Tracker 2017. Foot Off The Gas: Increased Reliance On Natural Gas In The Power Sector Risks An Emissions 
Lock-In. 

38 Fugitive methane emissions are gas which leak from the use of gas infrastructure. See for more information: McJeon et al, 
2014. Limited impact on decadal-scale climate change from increased use of natural gas. Nature. 2014 Oct 23;514(7523):482-5 

39 Lazarus et al, 2015. Natural Gas: Guardrails for A Potential Climate Bridge. New Climate Economy. 

40 Lazarus et al, 2015. Natural Gas: Guardrails for A Potential Climate Bridge. New Climate Economy. 

41 In Europe, E3G analysis shows gas demand has been systematically overestimated with the UK power system more 
vulnerable to overinvestment in gas than Germany and Poland.   

42 http://www.wri.org/blog/2017/05/are-multilateral-development-banks-supporting-low-carbon-future  

43 Stranded assets are fossil fuel supply and generation resources which are no longer able to earn an economic return as a 
result of changes associated with the transition to a low-carbon economy. See: https://www.carbontracker.org/refs-and-
resources/terms-list/#stranded-assets  

http://www.iea.org/publications/freepublications/publication/ECCE2016.pdf
http://www.iea.org/publications/freepublications/publication/ECCE2016.pdf
http://priceofoil.org/2016/04/06/beyond-450-why-the-iea-climate-scenario-falls-short/
http://climateactiontracker.org/assets/publications/briefing_papers/CAT-2017-06-16-DecarbonisationSeries-NaturalGas.pdf
http://climateactiontracker.org/assets/publications/briefing_papers/CAT-2017-06-16-DecarbonisationSeries-NaturalGas.pdf
http://sei-us.org/Publications_PDF/NCE-SEI-2015-Natural-gas-guardrails-climate-bridge.pdf
http://sei-us.org/Publications_PDF/NCE-SEI-2015-Natural-gas-guardrails-climate-bridge.pdf
https://www.e3g.org/news/media-room/europes-declining-gas-demand
https://www.e3g.org/docs/E3G_Risk_managing_power_sector_decarbonisation_in_the_UK_-_Briefing_paper.pdf
http://www.wri.org/blog/2017/05/are-multilateral-development-banks-supporting-low-carbon-future
https://www.carbontracker.org/refs-and-resources/terms-list/#stranded-assets
https://www.carbontracker.org/refs-and-resources/terms-list/#stranded-assets
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levels44 45. In order to stay within the 1.5°C carbon budget, no new oil fields, gas fields, 
or coal mines should be developed anywhere in the world, beyond those that are 
already in use or under construction.46  The study shows that reserves in currently 

operating oil and gas fields alone would take the world beyond 1.5°C. Overall, 
developed gas reserves (what is known and recoverable in currently operating fields 
and mines) would add up to 173 GtCO2, and cement manufacturing emissions would 
add up to 162GtCO2 from 2015 to 2100. 47 The carbon budget for having a medium 
(50%) chance of staying below 1.5 degrees is now 393GtCO2 meaning that there is 

only a very small budget for any additional emissions from other activities.   

 

Fossil finance is being counted as climate finance 
E3G analysis of the project-level data has found that a number of projects reported as 
climate finance to the OECD-DAC were also identified as fossil fuel subsidies within 
the Oil Change dataset48.  This is an interesting finding given that these projects are 
intended to be climate-related and to be contributing either to reducing vulnerability 
(adaptation) or reducing emissions (mitigation).  It appears that under the current 

system, fossil fuel projects can also be counted as climate finance as long as they are 

either reducing emissions compared to the baseline, or increasing the resilience of an 

asset or infrastructure which is dependent on fossil fuels. 

 

The figure below shows that the EBRD, AsDB and World Bank Group all have projects 

or sub-projects reported as ‘climate finance’ to OECD-DAC which were also identified 
as fossil fuel projects within the Oil Change dataset.  The EBRD had the most overlap, 

with an annual average of $0.3bn ($300m) of its climate finance being identified as 
fossil finance over 2013-15.  AsDB and the World Bank Group both had an annual 
average of $0.1bn of their climate finance being identified as fossil finance over this 

period. Within the World Bank Group, IBRD and IFC were institutions where this 
occurred, while the IDA did not have any overlap between its climate finance and 

fossil finance.49 
 

                                                           
44 This is particularly important to protect coral reefs with virtually all coral reefs at high risk of bleaching with 2C warming. 
See:  https://climate.nasa.gov/news/2458/why-a-half-degree-temperature-rise-is-a-big-deal/ 

45 IEA (2016) Energy, Climate Change, and Environment. The IEA also notes that a well-below 2°C pathway “the role of 
unabated gas in the electricity system may need to be reconsidered.  

46 Oil Change International (2016). The Sky’s Limit.  

47 Oil Change International (2016). The Sky’s Limit. 

48 The projects were sifted to identify projects that were included as both fossil fuel finance and climate finance by using 
project names, and this was then cross-checked using the project identification numbers. There were 31 projects over 2013-
2015 that were identified as both fossil finance and climate finance.  

49 The other World Bank institution, MIGA, did not have any climate finance. 

https://climate.nasa.gov/news/2458/why-a-half-degree-temperature-rise-is-a-big-deal/
http://www.iea.org/publications/freepublications/publication/ECCE2016.pdf
http://priceofoil.org/content/uploads/2016/09/OCI_the_skys_limit_2016_FINAL_2.pdf
http://priceofoil.org/content/uploads/2016/09/OCI_the_skys_limit_2016_FINAL_2.pdf
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Figure 7: Overlap between fossil finance and climate finance to developing countries 
(annual average 2013-15) 

 
Source: OECD Climate Finance dataset, Oil Change International 

 

Case Study:  EBRD project for Moroccan cargo port to handle coal - $20 
million counted as climate finance50 
In 2015, the European Bank of Reconstruction and Development (EBRD) provided 
funding towards a new cargo port, the Nador West Med Port, which will handle 

hydrocarbons including coal shipments in Morocco.  Project documentation shows 
that the EBRD counted $20 million as climate finance (around 9% of the EBRD loan of 
200m EUR), on the basis that it includes a number of structural and management 

measures relating to climate change adaptation. However, it is not clear from the 
project documentation what climate measures were 
included. Neither the Environmental and Social 

Action Plan nor the Non-Technical Summary make 
any reference to climate change or adaptation.51 
The port is envisioned to accommodate “onsite 
processing and storage of petroleum/hydrocarbons 
products” as well as the “processing, handling and 

transport of other bulk materials including coal”.52  
In terms of capacity, this deep water port will 
handle 7 million tonnes of coal per year.   

                                                           
50 http://www.ebrd.com/work-with-us/projects/psd/nador-west-med-port.html  

51 http://www.ebrd.com/work-with-us/projects/esia/nador-west-med-port-project.html  

52 http://www.ebrd.com/work-with-us/projects/psd/nador-west-med-port.html  
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Case Study: $10 million in climate finance towards an offshore gas 
exploration project in Azerbaijan managed by BP53 
The EBRD provided funding towards an offshore gas exploration project in Azerbaijan, 

known as the Lukoil Shah Deniz Stage II project. $10 million (about 4% of the total 
project cost) was counted as climate mitigation finance on the basis that it reduced 
emissions compared to the baseline. The website for this project states that 
Environmental and Social Management Plans were not disclosed.54 

 

Some scenarios have considered gas generation 

to be a bridge fuel that helps reduce emissions 

and pave the transition to renewables55 (see 
previous section), however, this was a gas 
exploration project.  Since most existing proven 
fossil fuel reserves have to stay in the ground 
for us to achieve the Paris accord goals of 

avoiding 2˚C of warming56, there is no role for 
exploration of new gas reserves in a 2-degree 
pathway. The reserves in currently operating oil 
and gas fields alone, even with no coal, would 

take the world beyond 1.5°C.57  In addition, whilst the project was reported as 

climate-related development aid, the eventual beneficiaries of the gas extraction 

were in Europe, as the project is at the end of the Trans-Adriatic pipeline, a pipeline 
which has recently been linked to a multimillion pound corruption scandal.58  

 

What role is there for fossil fuel efficiency? 
Around forty percent of the projects that are classified as both fossil and climate 
finance are also energy efficiency projects, which result in lowering of emissions 
compared to the baseline.  A harmonized method for assessing emissions of energy 

efficiency projects has been developed among the MDBs which involves calculating 
emissions for a representative year of operation, aiming to take into account 

emissions from a longer lifespan.59  However, this methodology does not avoid a 

situation where the lifespan of fossil fuel assets could be extended, as efficiency 

upgrades can extend the lifetime of otherwise uneconomic plants. For example, while 
an efficiency upgrade to a power plant may appear to have decreased its annual 
emissions, upgrading a coal plant from subcritical operation to supercritical steam 
conditions could add at least 20 years to a plant’s service life60. This could greatly 
increase the lifetime emissions, creating a net negative impact on the climate. The 

                                                           
53 http://www.ebrd.com/work-with-us/projects/psd/lukoil-shah-deniz-stage-ii.html  

54 http://www.ebrd.com/work-with-us/projects/psd/lukoil-shah-deniz-stage-ii.html  

55 http://www.wri.org/blog/2017/05/are-multilateral-development-banks-supporting-low-carbon-future  

56 McGlade and Ekins (2015). The geographical distribution of fossil fuels unused when limiting global warming to 2C. Nature 
517, 187-190. 

57 Oil Change International (2016). The Sky’s Limit. 

58 https://www.theguardian.com/world/2016/dec/31/bribery-claims-azerbaijan-pipeline  

59 World Bank (2015) IFI Approach to GHG Accounting for Energy Efficiency Projects.  

60 Campbell (2013) Increasing the efficiency of existing coal-fired power plants.  

Oil and Gas Production. Credit: Flickr  

 

http://documents.worldbank.org/curated/en/893531467991051828/pdf/101531-WP-P143154-PUBLIC-Box394816B-Joint-IFI-EE-GHG-Accounting-Approach-clean-final-11-30.pdf
http://documents.worldbank.org/curated/en/893531467991051828/pdf/101531-WP-P143154-PUBLIC-Box394816B-Joint-IFI-EE-GHG-Accounting-Approach-clean-final-11-30.pdf
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http://www.wri.org/blog/2017/05/are-multilateral-development-banks-supporting-low-carbon-future
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http://priceofoil.org/content/uploads/2016/09/OCI_the_skys_limit_2016_FINAL_2.pdf
https://www.theguardian.com/world/2016/dec/31/bribery-claims-azerbaijan-pipeline
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MDBs are at different stages in tracking project emissions, with the AfDB currently at 
the stage of piloting a project level GHG emission accounting tool.61 
 

Moreover, some projects which involve resource efficiency are for plants or 
infrastructure which are dependent on fossil fuels. For example, the IFC of the World 
Bank invested in 2014 in a plantation-based chemical pulp mill in Beihai city in 
Guangxi, southern China (World Bank/IFC Project 27286)62.  While the project 
documents stated that it uses Best Available Techniques (BAT) for the Pulp and Paper 

Industry as defined by the European Union63, the mill also uses coal as its main fuel.64   

While it is important to recognize the significance of energy efficiency in reducing 
emissions, MDBs ought to be considering within project decisions whether the overall 

investment is in line with the 2-degree pathway, by ensuring that the project does not 
‘lock-in’ dependence on fossil fuels or extend the lifetime of fossil fuel assets. 
 
 

Conclusions: Where next to manage MDB’s performance? 
Over 2013 to 2015, the levels of climate and fossil finance have remained relatively 

constant, thus demonstrating little progress in either scaling up climate finance or in 

phasing out fossil fuel subsidies.  While there is overall more spending to climate 

related activities than fossil fuels, the lack of progress in phasing out fossil fuels or in 

increasing climate finance indicates that the MDB’s are not greening their 

investments fast enough.  
 

Among the MDBs, the IADB appears to be a leader among the group with the highest 
green to brown ratio, and the lowest level of fossil finance as proportion of total 
spend. The EBRD and WBG have emerged as having the lowest green to brown ratio, 

and among the different institutions, the IFC, the World Bank’s private sector arm, 
had the lowest green to brown ratio, while the analysis was not possible for MIGA as 

it did not report any climate finance to OECD-DAC in 2013-15.  It was also found that 
some fossil fuel projects were being counted as climate finance. The EBRD had the 
most overlap in this regard, with an annual average of $0.3bn ($300m) of its climate 

finance being identified as fossil finance.  One of these EBRD projects was for gas 
exploration in Azerbaijan, a country in which the fossil fuel sector was recently linked 
to a multimillion pound corruption scandal.  

 
In order to align with the Paris Agreement on climate change, the MDBs should 
commit to end finance for exploration of fossil fuels as a first step towards phasing 
out support for oil and gas. The AFDB and ASDB have already excluded financing for 
fossil fuel exploration based on the financial risks, and it is suggested the other MDBs 

should follow suit in ruling out exploration finance.65 Given that the Paris Agreement 

                                                           
61 Climate Investment Funds (2016) Greenhouse Gas Analysis and Harmonization of Methodology 

62 https://disclosures.ifc.org/#/projectDetail/SII/27286  

63 https://disclosures.ifc.org/#/projectDetail/ESRS/27286  

64 http://www.storaenso.com/sustainability/stories/building-a-sustainable-future-in-china  

65 Christian Aid (2016) Financing our Future, September 2016. 

https://www.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_tfc_18_inf_4_rev1_ghg_harmonization_10-apr-2017.pdf
https://disclosures.ifc.org/#/projectDetail/SII/27286
https://disclosures.ifc.org/#/projectDetail/ESRS/27286
http://www.storaenso.com/sustainability/stories/building-a-sustainable-future-in-china
http://www.christianaid.org.uk/images/financing-our-future-sept-2016.pdf
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called for striving for a world of 1.5 degrees of warming, in order to save important 
ecosystems and avoid sea level rise, there will be a need for MDBs to phase out 
support for all fossil fuels.  

 
The analysis raises the question of what a truly green MDB looks like, and further 
research will seek to analyse best practices within other multilateral and bilateral 
institutions to identify recommendations for MDB reform. In particular, there will be a 
need for the MDBs to support national finance strategies to identify financing options 

and pathways that deploy climate finance most effectively66, and development banks 

can support development of policy incentives, reforms and regulations along with 
finance risk-mitigation instruments to mitigate risks for private sector investors.67 

 
Analysis of the data also showed that relatively few projects mention energy 
efficiency, and the paucity of data within the OECD-DAC dataset meant that this 
energy efficiency analysis could not be completed for all the MDBs, demonstrating the 
need for greater transparency and consistency of reporting on climate finance, as well 

as disclosure of the MDBs carbon footprints. Further research and analysis of the 

forthcoming 2016 data will seek to provide further insights in this regard. 
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66 E3G (2014) See: https://www.e3g.org/docs/E3G_Strategic_national_approaches_to_climate_finance_FINAL.pdf  

67 E3G (2015). See: https://www.e3g.org/library/national-climate-finance-strategies-mobilising-the-private-sector-for-scale  
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