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Summary

This briefing provides new evidence on a little-known area of the
World Bank’s climate finance: energy sector reforms included in
Development Policy Finance (DPF). DPF is the Bank’s policy-based
lending instrument, disbursed as government budget support through
loans or grants linked to conditions, known as ‘prior actions’.

Using data obtained through a 2024 Access to Information request,
the briefing examines which energy-related ‘prior actions’ were
counted as climate finance between fiscal years 2018-2023 (FY
2018-2023). The findings reveal that the Bank counted as much
as $7.6 billion in energy-related DPF conditionality as climate
finance during this period, classifying market-based reforms
aimed at opening energy sectors to foreign investors as the lion’s
share of this climate finance. The efficacy of these reforms in
delivering pro-poor development outcomes and spurring climate

action is heavily disputed, including by the Bank’s own research; this
briefing provides a case study of DPF-mandated fossil fuel subsidy
reforms counted as climate finance in Egypt, which shows the ‘pro-
poor’ climate outcomes in this case are minimal, at best.

As the Bank revisits its broader energy strategy in 2025 and seeks
to double-down on ‘private capital mobilisation’ amid shrinking
aid flows, these findings highlight the problematic rebranding

of market-based energy reforms as climate finance, given the
lack of an explicit climate justice focus. The briefing argues that

a wholesale re-evaluation of the Bank’s approach to the energy
transition is needed, which shifts away from policy conditionality
that forces countries to adopt a private-led energy transition and
re-imagines energy as an essential public good.
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1. Energy conditionality in the context of a wider growth in World Bank

climate finance totals

This briefing draws on newly released data in response to a 2024
Access to Information request filed by the Bretton Woods Project,
shedding new light on how the World Bank accounts for climate finance
in its energy sector reforms. Specifically, it focuses on reforms promoted
through the Bank’s policy-based lending instrument, Development
Policy Financing (DPF) - a major, but often opaque, instrument used to
shape national energy agendas. As Sections 2-3 explore, between fiscal
years 2018 and 2023 (FY2018-2023), the Bank’s ‘climate-tagging’ of
energy reforms in DPF accounted for up to $7.6 billion in climate finance
- though a lack of clarity in the data disclosed by the Bank on whether
some prior actions are fully or only partially counted as climate finance
makes arriving at a more precise figure impossible.

This analysis shows that this accounting largely ‘greenwashes’ long-
standing World Bank energy sector reforms, such as privatisation
and the introduction of market-based mechanisms, by arguing that
they are key to decarbonisation efforts. It remains unclear whether
this reform agenda is well-aligned with global climate goals: in

fact, the introduction of market-based energy solutions which lack
coordination may limit countries’ ability to be nimble in the face of
worsening climate threats.?

A growing body of literature from academics, trade unions and

civil society has questioned the logic of a privately led energy
transition.> Many renewable energy projects in the Global South are
not sufficiently ‘bankable’ - meaning they are not profitable enough
to attract private investment from investors. More fundamentally,
as the Transnational Institute argues:

“With energy, whoever is the boss gets the benefits. It’s
time for us to take back control so that everyone benefits,
instead of private companies. Replace profiteering that
prevents energy systems from phasing out fossil fuels and
ramping up renewables. As proven by the struggles from
Mexico to South Africa, public ownership of energy can

offer exactly this: an urgent, viable and bold solution for the
failures of profit-driven markets and multinationals.”

As this briefing shows, such democratic, public ownership of energy
systems flies in the face of the World Bank’s current policy advice.

The Bank’s approach to the energy transition within DPF exists

1 For the full dataset detailing energy-related DPF conditions and their
classification as climate finance between FY2018-2023, see: World Bank -
Climate-tagged prior actions for the energy sector.

2 B. Christophers. The Price is Wrong: Why Capitalism Won’t Save the Planet. New
York: Verso Books, 2024.

3 Ibid. Bretton Woods Project, Gambling with the planet’s future? World Bank
development policy finance, “green” conditionality, and the push for a private-
led energy transition, April 2024; Coalition Global South trade unions, “COP29
DECLARATION: Global South trade unions say climate finance must reclaim
and restore public assets and services”, Trade Unions for Energy Democracy,
November 2024.

4 Transnational Institutional, The Public Power files, 19 November 2024.

5 World Bank Group, Statement on climate finance accounting, 19 November
2024.

alongside the rapid growth of its reported climate finance, with DPF
playing an important role in this. Over the past decade, the World
Bank has positioned itself as “by far the largest provider of climate
finance to developing countries.” As part of its 2021-2025 Climate
Change Action Plan, the Bank set a target for climate finance to

reach 35 per cent of its total financing - a goal it quickly surpassed.®
In FY2022 (ending 30 June 2022), it reported that climate finance
accounted for 36 per cent of its lending, rising to 41 per cent, or $38.6
billion, in FY2023.7 At COP28 in November 2023, it raised its climate
finance target to 45 per cent of its portfolio by FY2025, which ends 30
June of this year. Most recently, in FY2024, it reported delivering $42.6
billion in climate finance.®

The Bank, alongside its peer multilateral development banks (MDBs),
has also been taking on a more prominent role in the wider global
climate finance architecture.” At COP29, developed countries agreed
a new collective goal to provide $300 billion in public climate finance
annually by 2035. In parallel, ten MDBs - including the World Bank -
set a joint goal to deliver $120 billion per year in climate finance to
low- and middle-income countries (LMICs) by 2030.*° This MDB target
is designed to complement and support the $300 billion pledge.

For instance, a share of the MDBs’ growing climate finance totals

is attributed to developed countries based on their paid-in capital

to MDBs. Based on 2022 levels and current accounting practices,

an estimated $84 billion of MDBs climate finance could be counted
toward donor countries’ climate finance commitments by 2030.1* For
example, the UK now counts part of its core contribution to the Bank’s
low-income country arm, the International Development Association
(IDA), as climate finance, based on the Bank’s climate finance targets.*?

The World Bank’s growing role in climate finance raises numerous
concerns. As this briefing shows, its climate finance is characterised
by a heavy reliance on loans that contribute to debt burdens,

which contradicts the ‘polluter pays’ principle. There is also a lack

of transparency regarding how the Bank counts its climate finance,
alongside concerns that this accounting may ‘greenwash’ business-
as-usual practices. Crucially, the Bank’s climate agenda is now coming
under significant threat from its dominant shareholder, the US - which
holds veto power over major governance decisions at the institution.
The new US administration has withdrawn from the Paris Agreement
and removed funding for key sources of climate finance and research
in the US and abroad. In response, World Bank President Ajay Banga

6  World Bank Group, Climate change action plan 2021-2025: Supporting green,
resilient, and inclusive development, 22 June 2021.

7 World Bank Group, Climate finance update, 10 October 2023.

8  World Bank Group, Climate finance fiscal year 2024 snapshot, 19 September
2024.

9  Bretton Woods Observer, COP29 sees MDBs climate finance take centre stage, as
civil society brands new climate finance goal a ‘betrayal’, Winter 2024.

10 Joint multilateral development banks (MDBs) statement for COP 29 - MDBs’
support to implementing the Paris Agreement, November 2024.

11 J. Thwaites, “Getting from here to there: Scaling up climate finance for the
NCQG”, Natural Resources Defense Council, November 2024.

12 Independent Commission for Aid Impact, UK’s aid international climate finance
commitments, February 2024.


https://www.worldbank.org/en/news/statement/2024/11/19/statement-on-climate-finance-accounting
https://openknowledge.worldbank.org/entities/publication/ee8a5cd7-ed72-542d-918b-d72e07f96c79
https://www.worldbank.org/en/news/factsheet/2023/10/10/climate-finance-update
https://www.brettonwoodsproject.org/wp-content/uploads/2025/05/WB_DPF_Prior_Actions_Climate_Co-benefits_BWP-analysis.xlsx
https://www.brettonwoodsproject.org/wp-content/uploads/2025/05/WB_DPF_Prior_Actions_Climate_Co-benefits_BWP-analysis.xlsx
https://www.brettonwoodsproject.org/wp-content/uploads/2024/04/Gambling-with-the-planets-future-WBG-DPF-final-web.pdf
https://www.brettonwoodsproject.org/wp-content/uploads/2024/04/Gambling-with-the-planets-future-WBG-DPF-final-web.pdf
https://www.brettonwoodsproject.org/wp-content/uploads/2024/04/Gambling-with-the-planets-future-WBG-DPF-final-web.pdf
https://www.tuedglobal.org/bulletins/global-south-trade-unions-cop29
https://www.tuedglobal.org/bulletins/global-south-trade-unions-cop29
https://www.tuedglobal.org/bulletins/global-south-trade-unions-cop29
https://www.tni.org/en/article/the-public-power-files
https://www.worldbank.org/en/news/statement/2024/11/19/statement-on-climate-finance-accounting
https://openknowledge.worldbank.org/entities/publication/ee8a5cd7-ed72-542d-918b-d72e07f96c79
https://openknowledge.worldbank.org/entities/publication/ee8a5cd7-ed72-542d-918b-d72e07f96c79
https://www.worldbank.org/en/news/factsheet/2023/10/10/climate-finance-update
https://www.worldbank.org/en/news/factsheet/2023/10/10/climate-finance-update
https://www.worldbank.org/en/news/press-release/2024/09/19/climate-finance-fiscal-year-2024-snapshot
https://www.brettonwoodsproject.org/2024/12/cop29-sees-mdbs-climate-finance-take-centre-stage-as-civil-society-brands-new-climate-finance-goal-betrayal/
https://www.brettonwoodsproject.org/2024/12/cop29-sees-mdbs-climate-finance-take-centre-stage-as-civil-society-brands-new-climate-finance-goal-betrayal/
https://www.eib.org/files/press/FinalJointMDBStatementforCOP29.pdf
https://www.eib.org/files/press/FinalJointMDBStatementforCOP29.pdf
https://www.nrdc.org/bio/joe-thwaites/getting-here-there-scaling-climate-finance-ncqg
https://www.nrdc.org/bio/joe-thwaites/getting-here-there-scaling-climate-finance-ncqg
https://icai.independent.gov.uk/wp-content/uploads/International-Climate-Finance-ICAI-Review.pdf
https://icai.independent.gov.uk/wp-content/uploads/International-Climate-Finance-ICAI-Review.pdf
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Figure 1: Overview of World Bank’s climate finance (Bretton Woods Project’s adaptation of World Bank’s annual reporting - FY2018-2023)

has proposed that the Bank adopts a regressive ‘all of the above’
energy policy, which includes support for fossil fuels, nuclear power
and renewable energy, in discussions set to begin in June 2025." This
approach could be applied to its new flagship Mission 300 initiative,
aimed at providing energy access to 300 billion people in Sub-Saharan
Africa by 2030.% In this context, clarifying the planned and actual
‘outcomes’ of energy reforms counted as climate finance in DPF has

become even more urgent, given the rapidly accelerating climate crisis.

1.1 Opaque climate finance reporting across the WBG

The Bank provides climate finance through its four main arms: the
International Bank for Reconstruction and Development (IBRD),
its middle-income country arm; IDA, its low-income country arm;
the International Finance Corporation (IFC), its private sector arm;
and the Multilateral Investment Guarantee Agency (MIGA), its
guarantees arm (see Figure 1).

While the Bank typically reports aggregate figures for climate
mitigation and adaptation through its sovereign lending arms, it does
not typically publicly disclose disaggregated data on which specific
project components are classified as climate finance. This information
is not made public despite the fact that Bank staff must make these
judgements, in order to align with the MDBs” Common Principles for
Climate Change Adaptation Finance Tracking (updated in November
2023) and the MDBs’ Common Principles for Climate Mitigation Finance
Tracking (updated in December 2023), which require adaptation and

13 A. Shalal, “World Bank’s Banga doubles down on intent to end ban loans for
nuclear power projects”, Reuters, 16 April 2025.

14 Bretton Woods Observer, World Bank’s Mission 300: a path to power, for whom?
Winter 2024.

15 Multilateral Development Banks (MDBs) and International Development Finance
Club (IDFC), Common principles for climate mitigation finance tracking, European
Investment Bank, December 2023; International Development Finance Club
(IDFC), Common principles for climate adaptation finance tracking, November
2023.

mitigation activities to be disaggregated from non-climate activities
“as far as reasonably possible” so that a clear link between financial
flows and climate-related activities can be established.'> Civil society
has raised serious concerns about this lack of transparency. An Oxfam
assessment of the Bank’s reported climate finance in FY2020 found
that up to $7 billion - 40 per cent of reported figures - could not be
independently verified using the MDBs’ climate finance methodology
to assess a representative sample of the projects that year.' Similarly,
a June 2023 Center for Global Development study of 2,554 projects
from 2000 to 2022 found that hundreds labelled as climate-related,
many in lower-income countries, had little to no clear link to climate
action in the relevant project documents. For instance, 142 education
and 188 public administration projects, respectively, showed no or an
unclear connection to climate objectives, according to the study.’”

1.2 WBG loan-based climate financing contrary to
climate justice

The increasing role of MDBs in climate finance also raises concerns due
to their heavy reliance on loans within their overall operational models.
OECD data from 2016-2020 shows that 91 per cent of MDB climate
finance was provided as loans, as part of progress toward the $100
billion per year climate finance target.’® According to international CSO
Recourse, in 2023 63 per cent of MDB climate finance to LMICs was
provided as loans, with just 7 per cent in grant financing.!® Indeed, the
OECD noted in 2020 that MDBs’ “business models are geared towards
direct lending,” using loans or equity that require “repayment and

16 C. Donaldson et al., Climate finance unchecked: How much does the World Bank
know about the climate actions it claims?, Oxfam, October 2024.

17 G. Nunez-Mujica et al., What counts as climate? Preliminary evidence from the
World Bank’s climate portfolio, Center for Global Development, June 2023.

18 Ibid.

19 P. Wright, What MDB climate finance is actually being spent on and where,
Recourse, November 2024.


https://www.cgdev.org/sites/default/files/what-counts-climate-preliminary-evidence-world-banks-climate-portfolio.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2022/09/climate-finance-provided-and-mobilised-by-developed-countries-in-2016-2020_7b466264/286dae5d-en.pdf
https://www.reuters.com/business/energy/world-banks-banga-seeks-board-approval-all-above-energy-strategy-2025-04-16/#:~:text=WASHINGTON%2C%20April%2016%20(Reuters),executive%20board%20approval%20in%20June.
https://www.reuters.com/business/energy/world-banks-banga-seeks-board-approval-all-above-energy-strategy-2025-04-16/#:~:text=WASHINGTON%2C%20April%2016%20(Reuters),executive%20board%20approval%20in%20June.
https://www.brettonwoodsproject.org/2024/12/world-banks-mission-300-a-path-to-power-for-whom/
https://www.eib.org/attachments/documents/mdb_idfc_mitigation_common_principles_en.pdf
https://www.idfc.org/wp-content/uploads/2023/11/idfc-2023-common-principles-adaptation.pdf
https://webassets.oxfamamerica.org/media/documents/Climate_Finance_Unchecked_Final_Oct2024.pdf
https://webassets.oxfamamerica.org/media/documents/Climate_Finance_Unchecked_Final_Oct2024.pdf
https://www.cgdev.org/sites/default/files/what-counts-climate-preliminary-evidence-world-banks-climate-portfolio.pdf
https://www.cgdev.org/sites/default/files/what-counts-climate-preliminary-evidence-world-banks-climate-portfolio.pdf
https://re-course.org/newsupdates/mdb-climate-finance/
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Figure 2: Breakdown of IDA and IBRD climate finance by financial instrument (Bretton Woods Project analysis of public data - FY2018-2023)

interest” or “an exit and return” - unlike UN-based climate funds for
instance, which rely on “paid-in contributions” and can therefore offer
more grants for non-income generating activities.” For IBRD and IDA -
which together account for the majority of the Bank’s climate finance
- most financing from FY2018-2023 was also in the form of loans

(see Figure 2).2* In FY2023, loans accounted for 89.9 per cent of IBRD
and IDA climate finance, according to an analysis of publicly available
project data conducted by BWP.

A review by the UK’s Independent Commission for Aid Impact has
noted that Global North countries count a portion of their official
development assistance to IDA as climate finance, which they classify
as grants; yet, since this finance is then funnelled through the Bank,
low-income countries ultimately receive it primarily as concessional
loans.?? While more than half of IDA countries are eligible for grants,
the actual proportion of financing delivered as grants has remained
low - just 21 per cent of all financing in FY2023 - with this financing
being reserved for IDA countries that are in debt distress and capped
accordingly to unpublished country limits. As Oxfam stated in an
October 2022 Shadow Climate Finance report, “reported [climate

20 OECD, Climate finance provided and mobilised by developed countries in 2016-
2020: Insights from disaggregated analysis, Paris: OECD Publishing, 2022.

21 While the World Bank discloses project-level data for IBRD and IDA, there is
even less transparency for IFC and MIGA, making it difficult to calculate how
much funding comes as loans versus grants.

22 Independent Commission for Aid Impact, UK’s aid international climate finance
commitments, February 2024, p.11.

finance] numbers do not reflect the ‘effort’ of contributors, nor the
financial benefit for recipient countries. Among other issues, this
means developed countries take credit for providing climate finance
that low-income countries actually have to pay back”.? This raises
concerns about exacerbating debt burdens for recipient countries.
Indeed, between 2011 and 2023, external debt repayments for lower
income countries surged by 150 per cent of government revenue
overall, reaching a 25-year high, according to the UK-based CSO Debt
Justice.?

1.3 Rise of policy-based lending in WBG climate
finance totals

In IDA and IBRD, the Bank accounts for climate finance within its three
main instruments: Investment Project Financing (IPF), which funds
specific projects, Development Policy Financing (DPF), which provides
budget support contingent on policy reforms, and Programme for
Results (PforR), which links disbursements to outcomes (see Figure 3).

While direct project financing (IPF) remains the main channel for

23 A more accurate measure of financial benefit would be the grant equivalent,
which accounts for repayments, grace periods and other factors. Indeed,
Oxfam has also argued that since non-concessional finance does not qualify as
official development assistance, it should also not be counted as official climate
finance: T. Carty and J. Kowalzig, Climate finance short-changed: The real value
of the $100 billion commitment in 2019 - 2020, Oxfam, October 2022.

24 Debt Justice, Lower income country debt payments to hit highest level in 25
years, 11 April 2023.


https://policy-practice.oxfam.org/resources/climate-finance-short-changed-the-real-value-of-the-100-billion-commitment-in-2-621426/
https://debtjustice.org.uk/press-release/lower-income-country-debt-payments-set-to-hit-highest-level-in-25-years
https://www.oecd.org/content/dam/oecd/en/publications/reports/2022/09/climate-finance-provided-and-mobilised-by-developed-countries-in-2016-2020_7b466264/286dae5d-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2022/09/climate-finance-provided-and-mobilised-by-developed-countries-in-2016-2020_7b466264/286dae5d-en.pdf
https://icai.independent.gov.uk/wp-content/uploads/International-Climate-Finance-ICAI-Review.pdf
https://icai.independent.gov.uk/wp-content/uploads/International-Climate-Finance-ICAI-Review.pdf
https://policy-practice.oxfam.org/resources/climate-finance-short-changed-the-real-value-of-the-100-billion-commitment-in-2-621426/
https://policy-practice.oxfam.org/resources/climate-finance-short-changed-the-real-value-of-the-100-billion-commitment-in-2-621426/
https://debtjustice.org.uk/press-release/lower-income-country-debt-payments-set-to-hit-highest-level-in-25-years
https://debtjustice.org.uk/press-release/lower-income-country-debt-payments-set-to-hit-highest-level-in-25-years
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Figure 3: Distribution of IDA and IBRD climate finance by lending modality (FY2018-2023)

climate finance, the share delivered through policy-based financing
(DPF) is growing. Between FY2018 and FY2023, the Bank classified
$27.16 billion in DPF financing as climate finance, about 22 per
cent of the total climate finance claimed for IDA and IBRD during
that period. This figure has increased from $2.2 billion in FY2018 to
$7.7 billion in FY2023 - a 249 per cent increase (see Figure 3). In
DPF, climate finance is determined by tagging policy reforms - or
‘prior actions’ - as having climate co-benefits? if they align with the
MDBs’ common principles for climate finance.?® The climate finance
share is then calculated based on the proportion of climate-related
reforms within the total project budget. For example, in a $100
million DPF operation provided by the Bank with 10 prior actions, if
five are classified as having ‘climate co-benefits’, the Bank records
S50 million of the DPF as climate finance.

This methodology raises concerns on at least two fronts, linked to the
potential inflation of the quantity of reported climate finance. Because
DPFs provide non-earmarked, fungible budget support, the funds are
not guaranteed to be used for climate-related activities - even when

25 The World Bank defines climate co-benefits as the positive impacts that a sub-
project or policy action has on climate mitigation or adaptation, even when the
primary objective of the action is not explicitly focused on climate.

26 Multilateral Development Banks (MDBs) and International Development Finance
Club (IDFC), Common principles for climate mitigation finance tracking, European
Investment Bank, December 2023; International Development Finance Club
(IDFC), Common principles for climate adaptation finance tracking, November

2023.

linked to ‘green’ policy reforms. There is also limited public information
on how these funds are ultimately spent. As Germany-based CSO
Urgewald noted in 2019, fossil fuels are not excluded from the Bank’s
DPF lending, meaning “hundreds of millions to billions of WBG budget
support [via DPF] could be used for the building of coal power plants
or towards upstream oil and gas operations.”?” Secondly, while the
MDBs’ common principles for both adaptation and mitigation allow
policy actions and technical assistance to be counted as climate
finance if there is a “clear or sufficiently demonstrated” link to eligible
climate activities,?® this link is often vague, undocumented, or missing
entirely in Bank project documents when it comes to prior actions.
Moreover, the Bank has not established a robust process to evaluate
the ultimate impact of ‘climate-tagged’ reforms on countries’ climate
action efforts, in order to gauge their effectiveness. Crucially, there

is no requirement for public consultation regarding the conditions
included in DPF agreements, meaning that there is often limited
democratic oversight or civil society input regarding the ‘prior actions’
agreed between the Bank and borrower governments.

27 H. Mainhardt, World Bank Group financial flows undermine the Paris Climate
Agreement: The WBG contributes to higher profit margins for oil, gas, and coal,
Urgewald, March 2019.

28 MDBs and IDFC, Common principles for climate mitigation finance tracking.


https://www.eib.org/attachments/documents/mdb_idfc_mitigation_common_principles_en.pdf
https://www.idfc.org/wp-content/uploads/2023/11/idfc-2023-common-principles-adaptation.pdf
https://www.urgewald.org/sites/default/files/World_Bank_Fossil_Projects_WEB2.pdf
https://www.urgewald.org/sites/default/files/World_Bank_Fossil_Projects_WEB2.pdf
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2. New data on climate-tagged DPF energy reforms: Greenwashing the Bank’s

energy sector conditionality

As mentioned above, the specific prior actions tagged as climate
finance in DPFs have not been publicly disclosed by the Bank in
recent years, despite repeated dialogue on this issue with civil
society organisations. In February 2024, BWP submitted an official
request for information on energy-related prior actions classified as
climate finance between FY2018 and FY2023 as part of a broader
study on WBG energy conditionality in DPFs.?® Although the Bank
initially rejected the request, following an appeal the Project gained
access to the data in October 2024.3°

An April 2024 report by BWP found that the World Bank continues
to promote its 1990s neoliberal power sector reform model
through DPF conditionalities aimed at restructuring public energy
systems to attract private investment.>! This energy conditionality
follows a four-step formula: establishing independent regulators,
‘unbundling’ national utilities through partial or wholesale
privatisation, encouraging private sector participation in generation
and distribution, and introducing competition in power generation
and retail services.*?

However, the Bank’s own research has concluded that this agenda
has a mixed record of success, at best - including in achieving

the ultimate objective of its theory of change: lower energy costs
for consumers.> A 2008 global study, partly funded by the World
Bank, examined 71 developing countries and found that while
privatisation sometimes improved efficiency in electricity and water
services, it did not consistently lead to lower consumer prices -
arguing that one reason for this could be that weak regulations
allowed private operators to reap the rewards of efficiency gains
through higher profits.>* Other factors included the fact that
liberalisation exposed local companies to adversaries from wealthy
countries, often resulting in monopolies controlled by foreign
entities - undermining potential consumer or development benefits
as these companies often failed to contribute adequate taxes
within the countries where they operated.®

Applying this model to the green transition in LMICs introduces
a host of further challenges. Renewable energy projects that are

29 Bretton Woods Project, Gambling with the planet’s future?

30 For the dataset detailing energy-related DPF conditionalities and their
classification as climate finance between FY 2018-2023, see: World Bank -
Climate-tagged prior actions for the energy sector.

31 Bretton Woods Project, Gambling with the planet’s future?

32 The Bank’s 1990s power sector policy paradigm is well-explained in this
publication: V. Foster and A. Rana, Rethinking power sector reform in the
developing world, World Bank Group, 2020.

33 Ibid.

privately financed are typically capital-intensive and carry relatively
high-risk profiles, often requiring significant ‘de-risking’ by already
heavily indebted states to attract private investments. These costs
are passed on to consumers, especially when price controls are
lifted. Yet even these derisking instruments have largely failed to
mobilise private finance at the scale needed, with investment in
renewable energy in LMICs (outside of China) being flat in real
terms between 2015-2022.%

2.1 Overview of findings: DPF energy reforms as
climate finance

The Project’s analysis of climate finance data disclosed by the
World Bank in October 2024 reveals that much of the energy-
related climate finance in DPFs is directly linked to the market-
based reforms discussed above. Between FY2018-2023, 165 of the
236 prior actions under ‘Energy Policies & Reform’ (70 per cent)
were classified as having climate co-benefits.>” Breaking down

the DPF energy prior actions classified as climate finance from
FY2018-2023, the majority of these mark - to a significant degree
- an extension of the Bank’s existing reform agenda. Based on
BWP’s qualitative analysis, which sought to categorise these prior
actions, 44 per cent focused on the financial restructuring within
the energy sector including fossil fuel subsidy removal (see Section
3), while regulatory framework reforms accounted for 27 per cent
of reforms. Policy reforms explicitly supporting long-term climate
strategies amounted to just 11 per cent of all energy-related
climate-tagged prior actions counted as climate finance (see Fig
4). Within the ‘financial restructuring’ category the most common
type of reform, accounting for 27 per cent of all reforms, was the
removal of fuel subsidies (see below for further analysis). Another
6 per cent of reforms included financial incentives for private
renewable energy investments. In the ‘regulatory framework’
category, the main reform - representing 15 per cent of all reforms
- focused on de-risking measures for private renewable energy
investments. Only 18 prior actions explicitly supported long-term
climate strategies.

34 K. Gassner, A. Popov and N. Pushak, Does the private sector deliver on its
promises? Evidence from a global study in water and electricity, May 2008.

35 H.J. Chang, Bad Samaritans: The myth of free trade and the secret history of
capitalism, London: Bloomsbury Publishing, 2008; H. J. Chang, Kicking away the
ladder: Development strategy in historical perspective, London: Anthem, 2002.

36 B. Christophers. The Price is Wrong.

37 Full results are available here: https://www.brettonwoodsproject.org/
wp-content/uploads/2025/05/WB_DPF_Prior_Actions_Climate_Co-benefits BWP-
analysis.xlsx
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Figure 4: Classification of World Bank energy prior actions counted as climate finance (FY2018-2023)

3. Consumer fuel subsidy removals as climate finance: A case study of DPF
energy conditionality

More than a quarter (27 per cent) of the reforms counted as public backlash, or still in the planning phase. These measures
climate finance - 44 prior actions across 26 countries - related to amounted to up to $2.1 billion in climate finance.
fuel subsidy removals, whether fully implemented, reversed after
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Figure 5: Geographic distribution of energy prior actions classified as climate finance targeting fuel subsidy removals (FY2018-2023)
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The Joint MDB Methodology for Climate Finance explicitly includes
fossil fuel subsidy reforms under its mitigation activities: Principle
12.11 states that eligible activities “increase the effective prices
paid by end-users for the costs of producing goods and services
with high lifecycle GHG [greenhouse gas] emissions.”?® This allows
DPF prior actions to be counted as climate finance if they support
higher fossil fuel prices, so long as “the link to eligible activities is
clear or sufficiently demonstrated.” This approach is consistent
with the broader policy consensus that fuel subsidies should

be eliminated to tackle climate change, as seen in Sustainable
Development Goal (SDG) 12.c.1, which calls for removing market-
distorting fossil fuel subsidies.*

However, this approach often conflates two types of subsidies -
consumer and producer - despite their vastly different impacts in
LMICs, as Sean Sweeney of Trade Unions for Energy Democracy
argued in a March 2020 piece for The Bullet.*® Fuel subsidies can
either reduce the cost of fuel for consumers or support energy
producers. Producer subsidies are typically directed towards
attracting investment in upstream oil production, and sometimes
to help domestic refineries compete with cheaper imports.
Consumption subsidies, on the other hand, aim to lower the price
for end-users, often through tax reductions or price controls.

BWP’s analysis of the dataset reveals that the Bank’s fuel subsidy
reform agenda primarily targets the removal of consumer subsidies,
with the goal of shifting from universal subsidies that benefit the entire
population to targeted measures that focus only on the poorest. Of
the 44 fuel subisdy-related prior actions counted as climate finance,
only five address producer subsidies. This aligns with the Bank’s wider
policy stance: in its 2025 report, Global landscape of fuel subsidies &
price controls, the Bank’s Energy and Extractives Global Practice team
argued that “moving from universal fuel subsidies to targeted and
robust social protection measures is critical.”** The Bank justifies this
shift by claiming that universal subsidies are regressive, as wealthier
consumers - who consume more energy - capture a greater share of
the benefits. It further argues that eliminating universal subsidies will
generate fiscal savings, facilitate “cost-recovery” in struggling utilities,
and free up fiscal space for investments in health or education. More
recently, the Bank has also framed subsidy removal as essential for
cutting emissions and addressing “inefficiencies” in public spending,*
contending that such subsidies distort markets by keeping fossil fuel
prices artificially low and discouraging investment in clean energy
alternatives.”> However, these arguments are challenged by evidence
from the impacts of DPF reforms, which shows the removal of these
subsidies can have punitive impacts on poor populations.

38 MDBs and IDFC, Common principles for climate mitigation finance tracking.

39 United Nations Environment Programme (UNEP), Indicator 12.c.1: Amount of
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18 March 2025.
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41 World Bank Group, Global landscape of fuel subsidies & price controls, February
2025.

42 World Bank Energy and Extractives Global Practice, Global landscape of fuel
subsidies & price controls, World Bank Group, February 2025.
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Bank Group, 2017.

3.1 The ‘hidden price’ of climate finance in Egypt’s DPF
reforms

Egypt’s November 2018 Development Policy Financing operation
included a ‘prior action’ counted as climate finance by the Bank which
raised diesel and gasoline prices by 51 per cent, liquefied petroleum
gas (LPG) by 67 per cent, and electricity by 26 per cent. As stated in
the project document, the Bank defended these hikes by claiming they
would generate fiscal savings, arguing that “continued energy tariff
adjustment has provided fiscal space for Government investment in
human capital,” and pointing to a decrease in fiscal deficits from 6.6
per cent of GDP in FY2013-14 to a projected 2.5 per cent by FY2018-
19.4 However, Osama Diab’s September 2023 analysis published

by the Transnational Institute of the IMF-mandated energy subsidy
removal in Egypt in 2018, which mirrors the World Bank’s approach,
challenges these justifications.*> While the Bank argued that subsidies
disproportionately benefited wealthier households, this holds true

only in absolute terms. When adjusted for income and considering
embodied energy in goods and services, subsidies were found to
benefit poorer households more: Diab’s research revealed that
between 2015 and 2019, energy costs took up 35.7 per cent of income
for the extremely poor, compared to 21.5 per cent for the wealthiest.*®

The Bank’s Poverty and Social Impact Analysis for the DPF claimed
negative effects of subsidy reforms would be mitigated through

the Takaful cash programme and food smart cards, with social
protection allocations reportedly increasing by 400 per cent between
FY2015-16 and FY2018-19.4’ Yet, Diab noted that the real value of
Takaful transfers rose by only 15.2 per cent during a period of 81 per
cent inflation for the extreme poor, and that more than half of the
poorest households were excluded from the programme.*® Indeed,
civil society, academics and trade unions have long criticised the
Bank’s targeted approach to social protection measures. Economist
Matthew Greenslade highlighted in 2024 that the Bank’s targeted
social protection measures, often relying on proxy means testing, are
plagued by high targeting errors.*

Diab’s analysis also highlighted that the type of fuel subsidised
impacted income groups in varying ways. In Egypt, subsidies for
butane gas cylinders and diesel benefit low-income households,
while removing subsidies on gasoline disproportionately affects
private car owners.® In this context, selectively removing gasoline
subsidies would have been a more equitable policy choice. Although
this example is specific to Egypt, it underscores the need for
transparency in defining prior actions in DPF and for mandatory
public consultation involving civil society and trade unions to ensure
that reforms are responsive to public needs.

44 World Bank Group, Private sector development for inclusive growth development
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September 2023.
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4. From green structural adjustment to climate justice: WBG climate finance

accounting needs an ‘evolution’

By classifying such market-based policy conditionalities in the
energy sector as climate finance, the Bank is reinforcing the same
model that has shaped its power sector reform policies since the
1990s. This model is heavily embedded within the Bank’s “billions
to trillions” agenda, introduced in 2017 to re-imagine the state’s
role as primarily linked to de-risking private capital flows in order
to enable the Global South’s development.>* The Bank claims these
reforms make clean energy projects more bankable”, but in reality,
this often prioritises investor interests over public welfare, shifting
risks onto governments and citizens. As Prof Daniela Gabor argues,
this marks a shift from the ‘Washington Consensus’ to the ‘Wall
Street (Climate) Consensus,” where development policy serves
financial markets, not a just transition.>? Crucially, this approach

is not working, on its own terms. World Bank Chief Economist
Indermit Gill admitted in December 2024 that the “billions to
trillions” narrative has proven a “fantasy”.>* He noted, “Since 2022,
foreign private creditors have extracted nearly USS141 billion
more in debt service payments from public sector borrowers in
developing economies than they disbursed in new financing.”>*

Ahead of COP29, a declaration from over 100 trade unions across
the Global South argued that structural adjustment policies “remain
a feature of today’s climate finance schemes in that they make
financing contingent upon reforms that promote private companies
while striving to undermine public services and entities.” They
stressed that, “This is the primary reason why in the Global South
hundreds of millions of people still do not have access to clean and
reliable electricity and billions still rely on dirty energy sources for
cooking and heating.” In this context, the trade unions called for “a
public pathway approach to addressing climate change, one that
requires a major policy shift away from the current ‘privatise to
decarbonise’ policy towards a bold pro-public framework.”>>
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54 World Bank Group, International Debt Report 2024, 2024.

In alignment with this argument, this briefing calls for a wholesale
review of the Bank’s approach to energy sector reform. The Bank
must:

¢ Shift away from policy conditionality-driven climate finance
that forces countries to adopt a private-led transition:
the Bank must end the use of climate finance as a tool to
impose market-driven reforms that ultimately undermine
policy space and exacerbate poverty and inequality. Instead,
it should prioritise support for publicly-led renewable energy
development, ensuring that governments and communities
- not private investors - are in the driver’s seat of the
transition, through democratic, participatory approaches and
consultations. An independent, expert-led review of the Bank’s
private sector-led approach is needed to assess its long-term
impacts on fiscal space, policy autonomy and countries’ ability
to finance a just energy transition.

Align climate finance with just transition principles: the
Bank must integrate just transition principles into its approach
to the energy sector, ensuring that its financing supports
workers, communities and marginalised groups affected

by energy transitions. The Bank’s June 2024 Just Transition
taxonomy for coal workers provides a starting point, but it
remains unclear how and when it will be integrated into the
Bank’s operations, or expanded to cover other fossil fuels.*®
While it defines a “Just Transition for All” centred on people
and communities, with a focus on transparency and inclusive
governance, these principles must apply to all Bank financing,
including DPF. To align with just transition goals, the Bank
must develop a more comprehensive approach, through
consultation with global trade unions.>’

Increase transparency in climate finance reporting: the
Bank must publicly disclose disaggregated project-level
data, including a clear breakdown of how climate finance is
calculated within DPFs, IPFs and PforRs. This should include
justifications for classifying specific prior actions as climate
finance in project documents and ensure that all finance is
linked with measurable outcomes which are tracked and
publicly reported on.

55 Coalition Global South trade unions, “COP29 DECLARATION: Global South trade
unions say climate finance must reclaim and restore public assets and services”,
Trade Unions for Energy Democracy, November 2024.

56 World Bank Group, World Bank just transition taxonomy 2024, June 2024.

57  See for example, ITUC, Climate finance for a labour-focused Just Transition:
Trade union demands for the UNFCCC COP29 in Baku, Azerbaijan, 30 September
2024.
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