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People & Planet’s latest campaign
briefing paper is published in the
same year as the UK’s hottest
summer and longest drought on
record. Londoners are suffering
power cuts and parts of England
have been under a hosepipe ban for
more than a year. Its context is a
world in which the Greenland and
Arctic ice sheets are melting faster
than ever before, in which rapid
deforestation and rising temperatures are warning of
imminent desertification in the Amazon, the regulator of
our global climate.

Once there was a debate about whether global warming
was happening at all. Not any more. Even the Pentagon
reckons it is a ‘greater threat than terrorism’. Then the
argument shifted: is climate change being caused by
human activity? That the climate has warmed dramatically
since the onset of human industrial activity is now widely
accepted. And now, the debate has moved on again, to
the question of whether we can and should do anything
about it. Well, that's over too. With the Kyoto Protocol now
in force there is a global acceptance recognised in
international law that climate change is being accelerated
by human activity and we must slow it by cutting and
stabilising our emissions of carbon dioxide and other
greenhouse gases.

But the gap between the rhetoric and reality continues to
grow. In spite of promises to make tackling climate change
a top priority, carbon emissions have risen, not fallen,
since Tony Blair came to power in the UK. In the same
period, the UK’s record on implementing EU laws on
reducing emissions has been one of the worst in Europe.

Millions in the developing world are already paying the
price of this political failure, as desertification, floods,
environmental degradation and freak weather events occur
with devastating frequency. So why aren’t we addressing
the problem?

One thing’s clear: it's not not being done because we
don’t know what to do: we do. Tackling climate change by
reducing our emissions isn’'t essentially a technical
challenge, it's a moral and social challenge.

To rise to that challenge, as surely we must, will require
dramatic changes in both personal behaviour and,
crucially, government policies so that living a low-carbon
lifestyle is easy to do. We need new building regulations,
an end to subsidised road and runway building and to
public money being spent on aircraft fuel and oil and gas
pipelines. And we need a massive investment in energy
conservation and renewable energy generation,
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complemented with a range of demand reduction
strategies.

And it can work: despite the protestations of the oil and
nuclear industries’ apologists in Government, there’s more
than enough. Even here in the (usually) cloudy UK, more
electricity than the nation currently uses could theoretically
be generated by solar panel tiles on every suitable roof, or
by harnessing just a fraction of suitable offshore wind
sites — not to mention the potential to tap energy from
tides, waves, biomass, heat pumps, and biofuels.

A low-carbon future would be a future in which climate
change has been brought under control, but it would also
be a more peaceful world (with no more wars over oil and
other scarce energy resources); a world in which our
energy supplies were far safer, more predictable and
cheaper. Energy production would employ more people,
closer to their homes, and help build strong local
communities — in short, a low-carbon future is a future in
which social and environmental justice meet, in which we’ll
be happier.

This briefing paper brings together an analysis of the
problem of climate change with a clear prescription: for a
low-carbon future in which we have severed our
dependence on fossil fuels.

People & Planet's campaign is a vital link in the chain that
will lead us to address the problems of climate change,
conflict and energy security. It's vital that it informs the
thinking of governments and policy-makers.
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EXECUTIVE SUMMARY

Ditch Dirty Development is the latest of People & Planet's
climate change campaigns. It aims to end the
contradiction between government statements and targets
to tackle climate change by cutting greenhouse gas
emissions, and the continued use of development aid to
support fossil fuel extraction projects.

Development aid, earmarked for poverty alleviation, is
being put towards some of the most polluting industries in
the world in order to feed the energy addiction of the
wealthy industrial world. This in turn contributes to
climate change, one of the biggest threats to development
the world has seen. People & Planet believes that this is
a misuse of development money which must stop.

The solutions to climate change exist, primarily in curbing
the consumption of fossil fuels in the developed world,
and in technologies which harness unlimited and
unpolluting renewable energy. In addition, there is a need
for strategies to address the growing energy needs of
emerging and developing economies without concurrent
increases in carbon emissions.

There is a need for boldness of political leadership, and
for new thinking about development. Lifting people out of
poverty does not have to rely on a business as usual
approach based on the wasteful use of climate changing
fossil fuels and resource intensive economic growth.
Instead, governments like the UK must support new, low
carbon forms of development, which end poverty without
contributing to climate change.

DFID inconsistent on energy and
climate change

The Department for International Development (DFID)
2006 White Paper states that “ climate change poses the
most serious long term threat to development and the
Millennium Development Goals” This paper documents
how, despite this awareness, DFID:

. contributes to climate change through multilateral
funding for oil and gas extraction projects. Oil and
gas drilling projects funded by international
development banks and export credit agencies since
1992 will be responsible for 8.5 billion tons of
carbon equivalent over the course of their lifetimes.

. opposed the phase out of World Bank investment in
oil extraction projects.

. has no targets to increase support for renewable
energy.

. has no targets to increase access to energy in

developing countries.

. does not monitor the impact of its funding on the
climate.

In short, DFID's approach to climate change and energy is
inconsistent and contradictory.

DFID must promote low carbon
development

People & Planet is calling on DFID to produce an energy
and climate change strategy, covering both bilateral and
multilateral energy funding, which will:

1. Ensure DFID's activities actively contribute to
mitigating climate change through global emissions
reductions. To do this, DFID must:

. phase out all support for fossil fuel extractive
projects.
. massively increase support for new renewable

energy sources.

2. Increase access to energy in the developing world,
by promoting and championing decentralised and
low carbon forms of energy as appropriate.

The strategy must have specific, timebound targets and
built in monitoring systems. DFID should report to
Parliament on progress towards these targets on a regular
basis.

An energy and climate change strategy would enable DFID
to take a leading role in promoting low carbon
development. Energy policy is critical both to mitigating
climate change and to alleviating poverty, and should be
central to DFID's work.



CONTEXT

Climate change is a political priority

“Climate change is a global problem that needs
addressing now for the sake of future generations. The
science is well established and the dangers clear...”

Tony Blair 2005

Climate change has moved rapidly up the political agenda
in the last couple of years. In 2005 it was a priority of the
UK presidency of the G8, and businesses, media and
politicians are all waking up to the issue. Even
ExxonMobil, one time climate change deniers, now claim
to “recognise that the risk of climate change and its
potential impacts on society and ecosystems may prove to
be significant” (ExxonMobil 2006). While some of this
may be greenwash, acknowledgment of climate change is
becoming ubiquitous.

This acknowledgment may be due to the solidity of the
scientific consensus on the causes and impacts of climate
change. Current rapid changes in the earth's climate are
a result of temperature rises caused by increasing levels
of greenhouse gases (such as carbon dioxide and
methane) in the atmosphere. These gases are emitted
when we burn fossil fuels such as oil, gas and coal. The
last few years have seen increased scientific certainty that
human activity is causing serious changes to the climate.

Another factor in the growing political consensus that
action needs to be taken on climate change, is the
increasing urgency of the problem. Scientific papers
published over the last year provide evidence that many of
the impacts of climate change are already with us, and
that previous predictions are being borne out, or even
exceeded (WRI 2006). The Intergovernmental Panel on
Climate Change (IPCC) Fourth Assessment Report is due in
2007, and leaks of the draft suggest that the report will
stress the likelihood of more severe impacts. Recent
events provide examples of the types of impacts that are
likely to become more common:

Drought

In 2006, East Africa is experiencing the worst drought
for more than twenty years, with 11 million people in
serious need of food and water. The drought is
affecting Northern Kenya, Southern Ethiopia and
Southwest Somalia most severely. Weather patterns
have become increasingly extreme and erratic, hitting
small scale farmers and nomadic pastoralists the
hardest (Christian Aid 2006). Such communities are
especially vulnerable to drought and other climate
impacts as their livelihoods are dependent on the
rains.
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Hurricanes

In August 2005 Hurricane Katrina hit the south west
coast of the USA, devastating the city of New Orleans
and affecting at least 1.2 million people. Katrina was
one of the five deadliest hurricanes ever to hit the US,
resulting in at least 1336 deaths. It was also the
costliest, with economic losses estimated at US$75
billion (Knabb et al 2005).

One of the most shocking aspects of Hurricane Katrina
was the exposure to the world of extreme social and
racial inequalities and divisions in one of the world's
wealthiest countries. As with the impacts of climate
change in developing countries, Katrina showed that
disadvantaged and vulnerable communities will be
most at risk even in developed nations.

While it is impossible to attribute a single extreme
weather event like Katrina to climate change, it is likely
that rising sea temperatures due to climate change will
make hurricanes more powerful and more frequent in
the future (WRI 2006, p5).

Melting ice caps

Recent scientific studies have revealed that polar sea
ice is melting more rapidly than previously predicted.
Particularly worryingly, ice has been decreasing in the
winter months as well as in the summer. Other studies
suggest that the positive feedback loop between ice
sheet melting and climate change has been
underestimated. In other words, melting ice sheets
may actually contribute to climate change (through both
land and sea changes) and lead to further melting (WRI
2006, pp6-7).

While such events show that climate change is already
having a detrimental impact on human communities
around the world, it is not too late to act to stop even
more dangerous changes to the earth's climate. We must
act to cut global emissions of greenhouse gases
immediately.

People & Planet, along with many climate scientists and
policy makers, believes that we must act to keep global
temperature rise below 2°C. If temperatures rise above
this level, there is a much higher risk of dangerous climate
change. To achieve this, concentrations of carbon dioxide
equivalent in the atmosphere must not rise above 450
ppm\A. We need to cut global greenhouse gas emissions
to ensure that emissions have peaked and are irreversibly
falling by 2015.

The Kyoto Protocol, which came into force in 2005, set a
target of a 5% reduction in greenhouse gas emissions

1 Parts per million by volume



from 1990 levels by 2012. This is only a first step
towards the much larger cuts which People & Planet
believes are needed to avoid dangerous climate change.

Negotiations on international agreements to reach these
larger cuts to come into force after 2012 are already
underway, and will be critical in determining the global
framework for all other climate related policies. People &
Planet is campaigning, as part of the Stop Climate Chaos
coalition, for stringent and binding targets and
enforcement mechanisms to be in place by 2012.

Economic and political support for
fossil fuels

Current patterns of economic development are based on
high energy usage, and currently that means high
consumption of oil, gas and coal, with the resulting
greenhouse gas emissions. There is thus a need to find
alternative development paths based on both lower
demand for energy and much higher use of renewable
energy sources. It is essential to decouple economic
prosperity from increasing fossil fuel use.

The economic and political vested interests in continuing
to use fossil fuels are massive, and any attempt to reduce
our dependence on them must take this into account. The
three biggest oil companies (BP, ExxonMobil and Shell)
were the second, third and fourth largest companies in the
world in 2004 (Global Fortune 500, 2005). Lifestyles in
the West are currently dependent on high energy usage,
with politicians reluctant to take action which may appear
to damage high consumption lifestyles. There is
increasing concern over 'energy security', with US and UK
foreign policy aiming to ensure that oil and gas supplies
are controlled by ‘friendly' governments.

Given this economic and political dependence on fossil
fuels, it is hardly surprising that political rhetoric on
climate change is not living up to reality in terms of action
to cut emissions. The UK Government's recent Climate
Change Programme Review admitted that the UK is set to
miss its own target of cutting emissions by 20% by 2010
(DEFRA 2006).

Following the UK's presidency of the G8 in 2005 which
prioritised climate change, the G8 in 2006 focused on
energy security. The G8 St Petersburg Plan of Action on
Global Energy Security shows the extent to which climate
concerns have failed to impact on the energy agenda. The
plan states that “Ensuring an adequate global energy
supply will require trillions of U.S. dollars in investment
through the entire energy chain by 2030.” (G8 2006, para
7) The primary focus of this investment appears to be
fossil fuels, with the plan setting out the need for
investment to “expand the hydrocarbon proven reserves in
a way that would outpace their depletion” (G8 2006, para
8).

This is a clear and explicit example of the contradiction
between rhetoric (and action) on climate change and the
continuation of ‘business as usual’ thinking when it comes
to policy and practice on fossil fuels. This is not a rogue

What is Renewable Energy?

Renewable energy is energy produced from sources that are
either inexhaustible (eg solar) or replaceable (eg biofuels).
Renewable energy is crucial to tackling climate change, as it
either does not produce any greenhouse gas emissions, ofr,
in the case of biomass and biofuels, is ‘carbon neutral' (eg
the carbon emitted is offset by the carbon dioxide absorbed
by the plants grown to produce the fuel).

In this paper, ‘'renewables' is used to refer to those energy
sources sometimes referred to as 'new renewables'. These
sources include modern biomass, small (up to 10 MW)
hydro, geothermal, wind, all solar, tidal, wave and other
marine energy. This excludes traditional biomass (wood,
charcoal and dung) and large hydropower.

Traditional biomass (mainly wood and animal dung) is
primarily used in developing countries for cooking and
heating, and has associated health risks (over 1.5 million
people die annually from exposure to smoke in their homes
from cooking fires (WHO 2006)) and economic costs, as time
must be spent collecting and carrying fuel. It can also result
in local environmental degradation. New renewables include
the improved use of traditional biomass, such as smokeless
cookstoves, sometimes called ‘'modern biomass'.

Large hydropower is associated with significant negative
social and ecological impacts. If included in funders'
renewable energy portfolios, large hydropower projects have
the potential to ‘crowd out' funds that could go into new
renewables. In terms of climate change, it is unclear
whether large hydro can play a role in terms of reducing
emissions, as large reservoirs can actually emit greenhouse
gases from decaying plant matter (Graham-Rowe 2005).

What about nuclear?

Nuclear power is neither inexhaustible nor replaceable as it
relies on the use of uranium, a limited resource. However,
nuclear power has been posed as a solution to the problem
of climate change on the grounds that it provides a means of
producing large amounts of power with relatively low
greenhouse gas emissions.

The UK Government's recent energy review opened the way
for a new generation of nuclear power stations in the UK.
Nuclear is listed by the World Bank as a technology that can
lower greenhouse gas emissions (WBG 2006Db).

People & Planet's campaign will focus on ending support for
fossil fuel extraction and promoting renewable energy, not
nuclear power. We do not believe that nuclear power
provides the solution to climate change as it is only a small
part of the energy mix and, on a whole life-cycle basis, emits
significant amounts of greenhouse gases. There are also
considerable associated problems such as radioactive waste
disposal, the risk of accident and the risks to global security.

We are concerned that a focus on nuclear power would draw
away funds from renewable energy sources and reduce the
priority placed on essential demand reduction measures.
Nuclear power is incompatible with decentralised energy
systems, which have the potential to reduce waste and
increase access to energy.



example. The G8 represents eight of the most powerful
and wealthy nations, whose actions have a massive
impact on the climate (they account for 47% of the world's
carbon dioxide emissions).

The G8 Plan of Action comes from the same governments
who last year stated that because “decisions being taken
today could lock in investment and increase emissions for
decades to come, it is important to act wisely now.” (G8
2005, para 5) They appear now to be ignoring their own
advice, at the expense of the climate.

Funding continues to support fossil
fuels

The tension between the increasing urgency of action on
climate change and the massive economic interests which
rely on continued and growing use of fossil fuels, provides
the context for People & Planet's new campaign. We will
challenge the economic and political support for fossil
fuels which is currently undermining attempts to build a
sustainable future.

Current levels of investment are skewed in favour of fossil
fuels. While comprehensive and reliable figures are hard
to come by, a few examples demonstrate the global
pattern of investment:

Shell

The oil industry puts up a significant proportion of
investment for fossil fuel exploration and extraction,
although the industry is also dependent on funding
from public and other private sources.

In 2004, Shell invested over 40 times more in
exploration and production of oil and natural gas, than
in what they refer to in their Annual Report as 'other
industry segments', which includes renewable energy
(Shell 2004, p13).

While this ratio is unsurprising for an oil giant, it is
worth noting that Shell is a key player in the
renewables sector (as are most of the big energy
companies). Shell is one of the ten largest wind farm
owners in the world. Their investment in renewables
thus represents a fairly significant part of the global
total, although it is insignificant in comparison to their
own investment in finding and extracting new sources
of fossil fuels.

Global Environment Facility

The Global Environment Facility (GEF) exists to assist
developing countries in meeting the objectives of
international environmental conventions, including the
UN Framework Convention on Climate Change.

GEF is the largest funder of renewable energy in the
developing world, providing funding for projects in
energy efficiency, renewable energies and sustainable
transportation. They do not provide funding for large

hydropower projects.

Over the last 14 years, GEF has provided US$1.9
billion in funding for clean energy. This amounts to
around US$250 million a year (GEF website 2006).

This funding can be compared to an estimate of total
global energy subsides of US$244 billion (Pershing and
Mackenzie 2004, p9). In other words, the largest
funder of renewable energy in the developing world
accounts for only one thousandth of total global energy
subsidies.

World Bank Group

The World Bank Group (WBG)s the most significant
multilateral development funder. Between 1992 and
2005 the World Bank Group committed over US$28
billion to fossil fuel projects, 17 times more than World
Bank financing for renewable energy and energy
efficiency in the same period (SEEN 2005).

These three examples demonstrate the pattern of global
energy investment. While governments discuss cutting
emissions, demand for energy is growing, and fossil fuels
are still seen as the default option to meet that demand.
The implications for the climate are catastrophic.

Key campaign arguments

The rest of this paper sets out the key arguments behind
People & Planet's campaign to Ditch Dirty Development.
We argue that:

. Public funding for fossil fuel extraction and
exploration contributes to climate change.

. Public funding for fossil fuel extraction and
exploration is bad for development.

. Public funding should be a catalyst for low carbon
development.

UK development aid currently supports fossil fuel projects,
and there is not enough commitment to renewable energy
and low carbon development.

The recommendations which follow from these arguments
are set out in the final section and summarised in the
executive summary.

2 See Glossary (p18) for the institutions which make up
the World Bank Group.



PUBLIC FUNDING FOR FOSSIL FUELS
CONTRIBUTES TO CLIMATE CHANGE

Publicly funded fossil fuel projects
account for 50 years of UK
emissions

Oil and gas drilling projects funded by international
development banks and export credit agencies since 1992
will be responsible for 8,549.7 million tons of carbon
equivalent (MtC) over the course of their lifetimes,
according to calculations by the Sustainable Energy and
Economy Network (SEEN 2006). This accounts not only
for emissions produced by the operations themselves, but
also for the emissions resulting from the ultimate usage of
the oil and gas produced.

As a comparison, UK carbon dioxide emissions in 2004
were approximately 152.5 MtC (DEFRA 2006, p27). In
other words, publicly funded oil and gas drilling projects
could account for more than 50 years of UK emissions at
current levels.

The connection between these emissions statistics is not
merely numerical. The majority of oil and gas is consumed
in developed countries such as the UK (Earthtrends 2005).

Case study: Chad Cameroon Pipeline
Cost: US $3.7 billlion
Carbon dioxide emissions: 445.9 million tons

The Chad-Cameroon pipeline project involves developing oil
fields in Chad and constructing a 1,070 km pipeline to an
offshore export terminal on Cameroon’s Atlantic coast.
Supported by the World Bank, the project is led by a
consortium of multinational oil companies led by Exxon.

The World Bank called the project ‘a new prototype of
extractive program, one which is designed to carry oil
wealth not to a few, but directly to the poor” (WBG 2003).
A law was introduced ensuring that oil revenues would be
spent on poverty alleviation. However, in late 2005 the
government of Chad decided to revise this law, allowing oil
revenues to be spent on arms and internal security
apparatus. As a result, World Bank support to Chad was
frozen in January 2006, resuming again in April despite
civil society misgivings that the Chadian government had
not changed its position.

Despite good intentions, and not for the first time, the
World Bank has supported a project which will result in
massive carbon emissions from the oil exported, and in
profits for multinational oil companies and a small group
of political elites. It appears unlikely to benefit the poor in
Chad or Cameroon. The World Bank and its key funders
should learn from this lesson and stop funding fossil fuel
extraction projects.

Sources: SEEN 2006; Bank Information Center 2006

Of the financing provided for oil projects by the World Bank
since 1992, 82% went to projects with the primary aim of
exporting oil to developed countries (Vallette and
Kretzmann 2004). In other words, development aid is
being spent on oil and gas projects which feed demand for
fossil fuels in developed countries. Far from helping us to
curb our use of fossil fuels, these projects feed our
addiction.

Funding today determines energy
options tomorrow

Drilling for oil and gas is one of the first steps in the fossil
fuel supply chain. As such, projects initiated now will
produce the oil and gas of the future. With massive levels
of capital investment required to build the infrastructure
for oil or gas drilling, such projects are only economically
viable if all the oil or gas is extracted and subsequently
sold (Muttitt 2003, p20). This means that public funding
for oil and gas drilling is effectively tying us, globally, into
consumption of oil and gas over the lifetimes of these
projects, measured in decades.

In other words, while governments talk about the urgency
of cutting greenhouse gas emissions, they are continuing
to support projects which create an economic incentive to
burn fossil fuels for decades into the future.

Known reserves of fossil fuels are far greater than the
amount that is estimated to be 'safe’ to burn to avoid the
worst impacts of climate change (Hare 1997). This means
that globally we will need to resist extracting all the fossil
fuels which may be economically viable. Investing in
further exploration and extraction projects will simply
increase the levels of available fossil fuels, in direct
contradiction of international commitments to prevent
dangerous climate change.

Funding fossil fuels undermines
renewable energy

Not only does investment in fossil fuel extraction commit
us to burning the fossil fuels in the future, it also has an
impact on the availability of funds for other energy sources
and maintains the relative competitiveness of fossil fuels.

Fossil fuels are currently dominant in the global energy
mix. The G8, for example, states that “hydrocarbons are
expected to continue to play a leading role in total energy
consumption well into this century.” (G8 2006, para 38)
This assumption underpins much official energy policy.
However, one of the reasons for the dominance of oil and
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gas is a history of public subsidies over the past decades
(Simms et al 2004b, pp13-16). Continuing to subsidise
oil and gas extraction will perpetuate this dominance, and
undermine the viability of alternatives.

The UK government recognises the need to cut
greenhouse gas emissions in order to tackle climate
change, and yet still supports the World Bank and other
international financial institutions (IFIs) in funding fossil
fuels. Challenging the global dominance of fossil fuels will
require a shift in political priorities. If investment in
renewable continues to be dwarfed by funding for fossil
fuels, the prospects for renewables to help mitigate
climate change will be undermined. It is renewable energy
that needs public support, not fossil fuels.

Global energy projections determine
policy

Current funding for fossil fuels is based on a set of
assumptions about future energy use and the
competitiveness of energy sources. For example, the
World Bank's Clean Energy and Development paper aims
to develop an investment framework to meet the energy
needs of developing countries, promote a low carbon
economy, and help developing countries adapt to a

Climate change and development

The links between climate change and development are
well documented. Climate change is predicted to impact
most severely on the poorest and most vulnerable
communities in the world. The effects of climate change
are likely to impede progress towards the Millennium
Development Goals, and positive human development
advances may even be reversed.

Water shortages

Today, 1.2 billion people lack access to safe water.
Climate change is likely to make this worse, as a result of
changing rainfall patterns, melting mountain glaciers, and
changing river flows. The Stockholm Environment Institute
estimates that the proportion of the world's population
living in countries of significant water stress will increase
from 34% to 63% by 2025.

Health impacts

According to the World Health Organisation, at least
150,000 people die every year as a direct result of global
warming. Changing climatic conditions are predicted to
increase the range of diseases such as malaria, as well
as increasing the incidence of food and water borne
diseases as a result of warmer temperatures and declining
water quality. Health impacts will have a particular
detrimental impact in developing countries, increasing
stress on limited healthcare infrastructure.

8

changing climate. The paper uses two energy scenarios.
Their 'business-as-usual' scenario “anticipates a major
increase in pollution and carbon emissions”, with little
change in government energy policy. Their second
scenario takes into account government policies for the
environment, but still assumes a 60% increase in global
carbon emissions from energy production by 2030 (WBG
2006d, p7). Such an increase in emissions would have
devastating consequences for the climate.

These scenarios provide the basis for the World Bank's
analysis and proposed framework for investment in 'clean’
energy. This means that policy to provide access to
energy in developing countries is being planned under the
assumption that significant climate change will happen.
While the World Bank goes on to consider policy options
for moving to a low carbon scenario, this is discussed
almost as an additional extra, rather than as the
necessary starting point.

People & Planet believes that energy policy should be
designed to avoid the sort of scenarios that the World
Bank uses, not be based on these scenarios. This would
entail significant measures to reduce the use of fossil
fuels in developed countries and a post Kyoto global
agreement to set the world on a trajectory to significantly
lower greenhouse gas emissions.

Food scarcity

One of the impacts of changing rainfall patterns and
decreasing water availability will be on food production and
availability. This will impact most severely on communities
reliant on rain-fed agriculture. In Sub-Saharan Africa, 90%
of agriculture is rain-fed, making it more vulnerable to
changing and erratic weather patterns.

Disasters

Extreme weather events such as hurricanes and
heatwaves will also pose a threat, becoming more
common as the world heats up. Such disasters tend to
affect more people in developing countries, according to
the UN's International Strategy for Disaster Reduction.

Refugees and migration

Environmental refugees are people who have been forced
to leave their homes because of environmental factors
such as drought, desertification and extreme weather.
Climate change is set to massively increase the numbers
of environmental refugees, to over 150 million by 2050
according to one estimate. In the mid 1990s there were
estimated to be 22 million conventional refugees. As with
other refugee populations, it is developing countries who
are likely to be the major recipients of refugee flows,
increasing the strain on already highly stressed areas.

Source: Simms et al 2004a



Decisions on energy investments should be made on the
basis of whether those investments contribute to a low
carbon future. Investments in energy now will shape
future options. Policy makers should be choosing to use
energy investments as part of the set of policy measures
which will enable us to avoid climate chaos.

Fossil fuels, climate change and
development

Development aid is currently being spent on fossil fuel

extraction projects which are responsible for millions of
tons of carbon emissions, which increase the economic
incentives to burn fossil fuels and which undermine the

climate friendly alternatives. This development aid is
therefore contributing to climate change.

The massive contradiction inherent in spending
development money on projects which add to climate
change is clear when the impacts of climate change on
development are considered. The box on the previous
page details some of the current and future effects of
climate change on development.

Spending development aid on fossil fuel projects will, in
the medium to long term, impede or reverse progress
towards improving the lives and livelihoods of the poorest
people in developing countries. Funding such projects is
completely at odds with the poverty alleviation mandate of
DFID and the World Bank.

PUBLIC FUNDING FOR FOSSIL FUELS
IS BAD FOR DEVELOPMENT

The development argument for
funding fossil fuels

Development aid is currently being spent on fossil fuel
extraction and exploration because, according to
development agencies, these projects can have positive
development benefits. DFID, in a letter to People &
Planet, states that “oil, gas and mineral resources can
and should make a major contribution to poverty reduction
and sustained economic growth, if they are managed
wisely and the revenues earned used properly and fairly.?
The World Bank argues that“for many developing
countries, oil, gas and mining are important assets that
should play a role in supporting economic growth if these
countries are to achieve the MDGs.” (WBG 2004, pvii)

In addition to the benefits to a country's economy of
exploiting fossil fuels reserves, these projects are also
intended to increase access to energy in the developing
world. The World Bank claims that“local development of
energy resource, particularly when international prices are
high, can help both directly and indirectly reduce “energy
poverty”.” (WBG 2004, pvii)

The ‘resource curse'

“The extractive industries — oil, gas and mining —
account for two thirds of reported corporate human
rights abuses. These include allegations of the worst
abuses, including complicity in crimes against
humanity.” UN 2006

The presence of valuable natural resources such as oil
and gas should be an economic asset to a developing
country. However, history shows that such resources have

3 Letter from Hilary Benn to People& Planet, May 2006

more often been a curse than a blessing. This is
particularly the case when developing countries are
dependent on the revenues from oil or gas extraction. The
‘resource curse' manifests itself in the economy, on
governance and in a tendency towards militarisation.

Economically, the evidence suggests that“the more
dependent an economy is on natural resource exports, the
worse its economic performance will be over the long
term.” (Muttitt and Stockman 2005, p20) One of the key
reasons for this can be found in “undeveloped
governmental institutions and weak civil society
participation... leading to the inadequate management of
often very substantial windfalls from oil exports.” (Muttitt
and Stockman 2005, p20)

Recent research has also highlighted a disturbing
correlation between oil production and levels of external
debt. While previous thinking has assumed that oll
revenues offered a way out of debt, Drilling Into Debt has
found that the more oil a country produces, the more debt
it tends to generate, and that the more dependent on oll
exports a country is, the deeper in debt it tends to be
(Kretzmann and Nooruddin 2006, p4). Funding oil
extraction, far from contributing to positive economic
development, may in fact be more likely to push countries
further into debt.

Paradoxically, dependence on natural resource exports is
also linked to the poor governance which means that the
economic benefits of natural resources are not realised.
As DFID points out,“the influx of large scale, extractives-
derived revenues can be counter-productive to economic
and political success, can insulate policy makers from
their citizens/electorate and may undermine and corrupt
good governance and perpetuate local and regional
conflict.” (DFID cited in Muttitt and Stockman 2005, p21)
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Case study: Nigeria and the resource curse

Nigeria is an example of the devastating impact oil can
have on a developing country. As the biggest oil exporter
in Africa, and the 8th biggest in the world, the Nigerian
economy is highly dependent on oil, with crude oll
accounting for 80% of government revenues in 2002.
Since the 1960s, the country has earned US$350 billion
in oil revenues, and yet 70% of its people live on less than
a dollar a day. Since 1965, per capita GDP has remained
static, while revenues from oil have increased ten times.
Nigeria is ranked 152™ out of 175 nations in the UN's
Human Development Index.

Alongside this poor economic and human development
performance, Nigeria suffers from crippling levels of debt.
The debt to output ratio has risen from 3.7% in 1980 to
76.7% today. Such high levels of external debt are a
legacy of borrowing against the country's oil reserves by
the military dictatorships which ruled Nigeria until 1999.
Debt service amounted to US$1.4 billion a year in 1999
and 2000.

Nigeria is also an example of how dependence on oil can
provide opportunities for corruption and result in conflict
over oil wealth. Ranked as the second most corrupt
country in the world by the Global Corruption Report,
Nigeria has also been subject to a series of military
dictators and failed democratisation attempts.

There is also a tendency towards militarisation in highly oil
dependent countries, as governments “invest heavily in
building up their military in order to secure oil
infrastructure, secure the resource itself or... secure a
leader's hold on power with its access to vast revenues.”
(Muttitt and Stockman 2005, p22) This also impacts
negatively on development, as scarce public money is
directed into the military rather than contributing to
achieving development goals.

Vulnerability to oil price volatility

Dependence on fossil fuels can have negative economic
impacts both on countries which are dependent on
revenues from oil and gas extraction, and on countries
which are dependent on oil and gas imports for their
energy needs. The current high oil price is beneficial to oil
exporting governments and oil companies, but devastating
to oil importing developing countries. According to Jamal
Saghir, World Bank Director of Energy and Water, higher oil
prices are currently causing many net oil importing Sub-
Saharan African countries to lose economic ground —
costing them a cumulative loss of over 3 % of gross
domestic product (GDP)—and increasing poverty in these
areas by as much as 4 to 6 % (WBG 2006c¢).

Qil price volatility also contributes to negative economic
impacts in oil producing countries. Slumps in the global
oil price have obvious detrimental effects on government
revenues, and changing prices can lead to economic
volatility and economic instability (Kretzmann and
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The worst environmental and social impoacts of oil have
been felt in the oil producing Niger Delta. Over 45 years
of pollution have devastated farmland and fisheries,
destroying traditional livelihoods. Over 2.5 million barrels
of oil were spilt in the Delta between 1976 and 1998, ten
times more than was spilt in the highly publicised Exxon
Valdez disaster in Alaska.

The region has also suffered from conflict over the spoils
of oil, with government repression of protest, and
increasing criminal activity and kidnappings. There are
currently over 1,000 deaths in armed conflict every year in
the Niger Delta.

Sources: Muttitt and Stockman 2005; Kretzmann and
Nooruddin 2006; Remember Saro Wiwa 2006

Oil spill in the
Niger Delta.

Photo: Human
Rights Watch

Nooruddin 2006, pp8-9). High oil prices can lead to over
confidence, and may attract creditors, potentially
contributing to the debt burden.

Rights and responsibilities

The view of many developing country governments is that
extractive industries can contribute to sustainable
development and poverty alleviation, and are often viewed
as the only asset available to kick start economies (EIR
2004, Annex 5). It is perfectly understandable for
developing countries to want to make use of resources
which have been the basis for industrial development in
the North. However, the benefits of fossil fuel production
in developing countries have historically accrued to the big
multinational oil companies and corrupt elites, and have
had negative impacts on economic development.

While developing country governments in oil producing
countries are generally in favour of fossil fuel production,
this is not the whole picture from the developing world.
Oilwatch, for example, is a network of Southern groups
which describes itself as “a network of resistance to the
negative impacts of oil and gas industry activity on
peoples and their environment.” (Oilwatch website)
Campaigning against the environmental and social
degradation associated with the oil industry, Oilwatch also
argues that oil has caused threats to national sovereignty
through wars and corruption.



It is the responsibility of developed country governments,
such as the UK, to use public resources in the most
effective way to alleviate poverty and mitigate climate
change. The experience of communities affected by fossil
fuel development, the historical evidence of the impact of
dependence on fossil fuel exports, and the impact of fossil
fuels on global energy options and emissions levels,
demonstrates that funding fossil fuels does not meet
these criteria.

People & Planet believes that a globally equitable system
to reduce greenhouse gas emissions would be an effective
and just basis for progress to tackle climate change.

Such a system would require the industrial countries to
take responsibility for historical emissions and bear the
brunt of emissions reductions, allowing for per capita
increases in emissions in developing countries. To
achieve the emissions cuts that are necessary, we must
challenge the perceived 'right' of developed countries to
continue to consume fossil fuels at unsustainable levels.

Alongside this, developed countries must take
responsibility for developing policies which make low
carbon development options attractive and viable for
developing countries.

Access to energy for development

Another aspect of the DFID and World Bank argument for
supporting fossil fuels is that this support can help
achieve wider access to energy. Energy poverty is a
critical issue in many parts of the developing world, with
over 1.6 billion people lacking access to electricity, and
2.4 billion reliant on biomass (wood, charcoal and dung)
for cooking and heating (Practical Action 2004). This has
a severe impact on human development.

Access to modern energy services could free up time
spent collecting fuel, time which could be spent on more
productive activities and bring in much needed income.
Food production and processing could be improved with
greater access to energy. Electricity opens up the
possibility of studying by night, plus access to information
and communications technology. Traditional biomass has
severe health impacts, particularly as a result of indoor air
pollution from smoke. Access to modern energy would not
only reduce these impacts, but also improve health
facilities with the availability of refrigeration for vaccines
and modern hospital equipment. All this could have a
significant impact on gender equality, as it is primarily
women who carry out the arduous tasks of fuel and water
collection and food preparation (Practical Action 2002).

Current funding patterns are failing to achieve access to
energy for the poorest. Between 1994 and 2001, over
90% of public and private capital flows to new power
plants in developing countries went to large scale coal and
natural gas projects (Simms et al 2004b, pp13-14). This
focus on centralised grid systems is not achieving energy
access for the poorest, particularly those in sparsely
populated rural areas, as they are located too far from the
grid and the costs are too high (Practical Action 2004).
Access to electricity in Africa has decreased over the past
10 years, from 12% to about 8% (Practical Action 2006).

As well as funding large scale power projects, public
money is also flowing into exploration and extraction of
fossil fuels. The majority of these projects are geared
primarily for export to the developed world (Vallette and
Kretzmann 2004). It is particularly striking to note that
Africa produces 7% of the world's commercial energy, but
consumes only 3% (World Energy Council 2006). Thus the
claim that funding for fossil fuels contributes to access to
energy should be seen in the context of a continent which
is both energy poor and which is a net energy exporter.
Public funding for extraction is primarily feeding developed
country demand for oil, not meeting the energy needs of
developing countries themselves.

Can public funding improve the
development impacts of fossil fuel
projects?

A final argument used by public funders to justify their
continued funding of fossil fuel extraction, is that the
involvement of institutions like the World Bank can
improve the environmental, social and governance aspects
of such projects. Countries will inevitably exploit their
fossil fuel resources, and the World Bank can only
influence the outcome of this process if they are

financially involved.

People & Planet believes that development aid should be
spent on those projects which will contribute most
effectively to poverty alleviation and sustainable
development. Fossil fuel projects have a history of
exacerbating economic problems and debt, contributing to
local environmental degradation and negatively affecting
governance. The World Bank has been one of the biggest
public funders of such projects, and their record to date in
positively influencing the outcomes has been dire.

Additionally, the role of public funders in mitigating risk
and enabling private investors to go ahead with projects is
well documented. While some projects would inevitably
occur without World Bank funding, this is not a good
argument for continuing to support the industry. Public
money for poverty reduction should not be spent on
reducing risks for out dated, climate changing industries.

Rather than attempting to influence the industries of the
past, public funders should be looking to the future.
Development aid should be spent on increasing access to
energy for the poor and helping developing countries
develop low carbon economies.

4 Letter from Hilary Benn to People& Planet, 1 1
May 2006.



PUBLIC FUNDING SHOULD CATALYSE
LOW CARBON DEVELOPMENT

Public funding from DFID, the World Bank and other IFIs is
currently supporting the fossil fuel industries. This funding
contributes to climate change and has a negative impact
on sustainable development.

People & Planet is calling for a transformation of energy
investments. Public money should be being used to kick
start sustainable low carbon development, not perpetuate
climate changing business as usual. In emerging
economies there is a need for action to reduce fossil fuel
usage and thus carbon emissions, while meeting
increasing energy needs.

Low carbon development must balance the economic and
social needs of people in developing countries, with the
global necessity of cutting carbon emissions. To do this
will require development agencies to focus on:

. providing the energy poor with access to modern
energy services

. small scale, decentralised energy provision

. increasing support for new renewables.

Case Study: Tuungu Kabiri Community Micro
Hydro Project, Kenya

“The scheme has made a real difference to the
community because we used to have to pay for
transport to get services here at the village, now we
can do all those things here. The electricity can be
used in so many ways. We are trying to get a
refrigerator for anti-venom because there are so many
shakes — electricity can save lives.”

Joffrey Njeru — Chairman of the scheme

This micro hydro-electricity project on the slopes of Mount
Kenya generates 14 kW of power. The electricity is used
by the 200 members of the scheme in the local
community, giving access to basic services, and enabling
them to start small businesses such as hairdressing.
Many more people benefit as they come from outside the
community to use the facilities.

This scheme demonstrates both the benefits that access
to modern energy can bring to poor communities, and the
economic empowerment that comes from a small
decentralised scheme, controlled and maintained by local
people.

Source: Practical Action
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Providing the energy poor with
access to modern energy services

There are two models for expanding access to energy in
developing countries. The first is to focus on large scale,
centralised energy projects which contribute to general
economic expansion and benefit the poor through the
‘trickle down' effects of economic growth. This is the
model that has been generally been dominant in
development lending in the past few decades. The second
is to develop small scale, decentralised energy projects
which prioritise direct access to energy for those who
currently lack modern energy services (Practical Action
2005, p13).

It is this second model which People & Planet believes
provides the best opportunity for the energy poor to gain
the benefits of access to energy. The centralised model
has so far largely failed to reach the energy poor and
seems unlikely to do so in the future. While there is a
place for centralised electricity grid systems, this approach
has been followed by funders at the expense of more
innovative and appropriate forms of energy provision.

Current funding patterns favour large scale infrastructure
projects (Pershing and Mackenzie 2004, p4). According to
a Friends of the Earth analysis of World Bank funding for
renewable energy in 2005, very little, if any of this funding
is going to small scale, community level electrification (FOE
USA 2005, p14). To change the current situation and
increase access to energy through smaller, decentralised
projects, will require a concerted change in policy, as large
scale projects, such as large hydroelectric dams or
centralised power stations, can ‘crowd out' investment in
smaller scale alternatives.

Small scale decentralised energy
provision

Decentralised electricity generation involves systems
where electricity is produced close to the point of use.
Decentralised systems thus avoid the energy wastage
associated with transmission and distribution of electricity
in centralised grid systems (WADE 2005). While
decentralised power generation does not necessarily use
renewable energy, where fossil fuels are used there is
potential for greater efficiency of fuel use. Combined heat
and power systems, for example, are able to both produce
electricity and use energy that would be wasted in a
conventional power station for heating purposes. Avoiding
energy losses in the grid also increases efficiency and
reduces carbon emissions.



Case studies: the benefits of renewable, decentralised energy

India

In India, over half of all households have no access to
electricity. A study of three scenarios for rural
electrification investigated the potential national
development and global climate impacts of providing
electricity using on grid, off grid diesel, and off grid
renewables strategies.

The study cast doubt on the success of grid extension,
finding more promise in off grid energy in terms of speed
of provision and reliability of supply. In terms of short
term benefits, off grid diesel generation has strong
advantages, but would increase national dependence on
oil imports and thus potential fuel insecurity.

The off grid renewables option is considered by the study
authors to be the ‘most unknown’, but still to offer
“reasonable speed of provision and reasonably good
quality”. The major national advantage of renewables is
the long term benefit of decreasing India’s reliance on oil
imports and increasing energy independence.

In terms of climate change, it is unsurprising that the
renewables scenario results in the lowest emissions.
While, as the authors point out, rural electrification in India
should hardly be the focus for global carbon reductions,
they do argue that today’s choices may have a longer term
climate impact, ‘locking in’ future energy choices -
particularly if India develops into a major economic power.

Decentralised power systems are also more able to make
use of microgeneration, and can combine a variety of
energy sources, according to local availability. The
advantages of decentralised energy include:

. cost effectiveness

. reducing emissions as decentralised energy is well
matched with renewable energy and more efficient
use of fossil fuels

. reducing dependence on expensive imported fuels
by making use of local renewable energy resources
such as water, wind and solar power

. economic benefits through using and developing
local technical capacity and human resources

. creating the potential for local communities to have
greater ownership over energy production and
consumption (Practical Action 2002, p4; WADE
2005).

For many developing countries, decentralised off grid
energy systems can offer a practical means to deliver
access to energy to remote and sparsely populated areas
where the drawbacks of conventional grid extension are
massive. Four out of every five people without electricity
live in rural areas in the developing world (Practical Action
2004, p5), where population density tends to be low,
increasing the costs and decreasing the efficiency of
providing electricity through grid extensions.

The study points to the need for international support for
off grid renewable rural electrification, both on local
development and global climate grounds.  Such support
would change the conditions in which energy choices are
made and make renewable energy a more viable option
for developing country governments.

Source: Dubash and Bradley 2005
UK

If the UK were to commit to decentralised energy
provision, this could both reduce the cost of energy and
decrease carbon emissions through cutting energy
wastage in transmission and distribution, according to a
study by Greenpeace (2006).

Demonstrating the potential for cutting carbon

emissions, Woking Borough Council reduced emissions
from council property and housing stock by 77% between
1990 and 2004. This was achieved through local

energy provision provided by combined heat and power
systems and solar energy. The council has also been
able to provide locally produced sustainable electricity to
local residents at 1p a unit less than from the national
grid.

Sources: Greenpeace 2006 and 2006a

Increasing support for new
renewables

Low carbon development must enable developing countries
to increase their energy consumption while avoiding the
local and global environmental degradation associated

with fossil fuels. The key to this is in strengthening the
position of new renewables.

New renewables currently provide only 2% of global primary
energy supply. While the sector is growing rapidly, this
growth is primarily concentrated in developed countries
(Martinot 2005). The potential for renewable energy is
massive and largely untapped. Increasing the uptake of
renewable energy in developing countries will require
developed countries like the UK both to increase support
for renewable energy technologies domestically, and
provide support for renewable energy in developing
countries directly.

It is likely that the technology appropriate in each case will
be different, at least in the short term. The hi-tech
renewable solutions that are being developed in the UK
context will not necessarily be of most benefit to
communities in developing countries, although supporting
such technologies will lead to the development of new
markets which will eventually open up to developing
countries. More immediately, support for local technology
development and manufacture can offer energy solutions
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which communities can control, own and maintain,
avoiding creating new dependencies on Northern
manufacturers and experts.

Renewables can be beneficial in widening access to
energy, particularly when combined with decentralised
power systems, as demonstrated in the case study on the
previous page (Dubash and Bradley 2005). While the
upfront capital costs of renewables can be higher, there
are no fuel costs, and if maintenance is localised this can
actually be an economic benefit to local communities
rather than a drain.

Renewable energy has the potential to enable developing
countries to increase energy consumption without
increasing carbon emissions, decrease reliance on
imported fossil fuels and thus decrease economic
vulnerability to price shocks, support local technology and
manufacturing industries, and increase access to and
control over energy for the poorest communities.

Support renewables and phase out
fossil fuels

Low carbon development will involve a diversity of energy
sources. In this future energy mix, new renewables must
play a central role. Because renewable energies are
starting from a much smaller base in the overall global
energy mix and because governments, business and IFIs
have less experience of renewable energy, there is a
glaring need for public support for renewables. Few energy
technologies in the past have reached maturity without
substantial public sector investment.

New renewables can only provide the benefits that they
promise if they can overcome the legacy of support and
subsidy that the fossil fuel industry enjoys. Further than
this, there is a need for a change in mind sets when it
comes to energy. Rather than channeling the majority of
public funds into massive energy infrastructure projects,
there is a need for more flexible, small scale funding.

FUELING THE FUTURE:
DEVELOPMENT AID AND ENERGY

Why focus on development aid?

Public funding forms a crucial part of the overall picture
when it comes to funding for fossil fuels. While public
funds are only a small percentage of the total investment
in oil and gas, international financial institutions like the
World Bank play a key role in reducing the risks of projects
and encouraging private sector participation.

According to representatives of the oil industry:

“in a number of projects the very existence of the WBG
[World Bank Group] financial participation may make a
project happen that otherwise would not be realised...
The oil and gas industry sees WBG participation as
decreasing risk by providing a de facto guarantee that
projects will take place in an orderly manner.” Oil
industry response to EIR, cited in Muttitt and Stockman
2005, p14.

It is because of this role as a catalyst for private finance
that People & Planet is focusing on public support for the
fossil fuel industry. Public funding should be used instead
to create the conditions in which renewable and low
carbon forms of energy production can thrive.

In the UK, various government departments share
responsibility for energy policy. The Minister for Energy
sits in the Department for Trade and Industry. DFID and
the Treasury share responsibility for representing the UK
at the World Bank. The Foreign and Commonwealth Office
has input on issues of energy security and foreign policy.

In the area of development aid, the arguments against
funding for fossil fuels are particularly stark. DFID's
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mandate is to alleviate poverty. Funding fossil fuels is far
from being an effective way to do this. Increased funding
for low carbon development and access to energy for the
poorest would be much more effective.

World Bank Energy Funding

The energy and mining portfolio of the World Bank Group
was US $2.82 billion in fiscal year 2005, increasing to an
estimated US $4.43 billion in fiscal year 2006. In 2005,
as the graphs on the next page show, only 7% of this was
spent on new renewables, compared to 16% on oil and
gas extraction projects.

In 2006, the World Bank’s preliminary estimates show an
even worse situation, with new renewables decreasing to
4% of total energy spending and oil and gas increasing to
20%. In other words, in 2006 the World Bank spent five
times more on climate changing fossil fuel extraction than
on the new renewables which promise to help mitigate
climate change. This represents an increase in support
for oil and gas extraction both in real terms and as a
proportion of the World Bank’s overall energy spend.

The majority of the World Bank Group’s energy funding
goes to the generation, transmission and distribution of
conventionally (ie fossil fuel) generated power. This
massively overshadows the funding for new renewables
and energy efficiency projects.

The bias towards conventional fossil fuel projects which
can be seen in the World Bank's current portfolio was
even more marked over the preceding years, with 17 times
more funding for fossil fuel projects than renewable energy
between 1992 and 2005 (SEEN 2005).



World Bank Group Energy Sector Commitments

Fiscal Year 2005: Total US $2,820 million

General Oil and Gas
Power Energy Sector (Extractive
(generation, Industries)
transmission and o
distribution) US $462 million

Coal (inc mine
closure)

Energy
Efficiency

Large Hydro New Renewables
(>10 MW) US $212 million

Sources: WBG (2006b) and WBG (2005b)

The last couple of years have seen some changes in World
Bank energy policy and lending. Three developments in
particular are worth discussion: the Extractive Industries
Review, the Bonn commitment to increase lending for
renewable energy, and the development of the Clean
Energy Investment Framework.

The Extractive Industries R eview

Concern over the negative impacts of dependence on
oil and other extractive industries prompted the World
Bank to conduct a review of its activities in the
extractive industries sector. Led by former Indonesian
environment minister Dr Emil Salim, the Extractive
Industries Review (EIR) involved extensive consultation
with a wide variety of international stakeholders.

Published in 2004, the final report of the EIR stated
that, “ at the moment, the WBG is not set up to
effectively facilitate and promote poverty alleviation
through sustainable development in extractive
industries in the countries it assists. " (EIR 2004,
Executive Summary, pxii) It further recommended that:

“WBG lending should concentrate on promoting the
transition to renewable energy and endorsing natural
gas as a bridging fuel—building new pipelines and
renovating leaking ones. On this basis, the WBG
should phase out investments in oil production by
2008 and devote its scarce resources to
investments in renewable energy resource
development, emissions-reducing projects, clean
energy technology, energy efficiency and
conservation, and other efforts that delink energy
use from greenhouse gas emissions.” EIR 2004,
Executive Summary, pxiii, emphasis added.

The World Bank Group Management Response to the
EIR was to state that they agreed with the
recommendations in principle, but this has not resulted

Fiscal Year 2006: Total US $4,434 million

Power General Oil and Gas
(generation, Energy Sector (Extractive
transmission and Industrles.).
distribution) US $893 million

Coal (inc mine
closure)

Energy
Efficiency

New Renewables

US $190 million
Large Hydro

(>10 MW)

in any significant changes in policy or practice. In
particular, the recommendation to phase out
investments in oil was rejected.

The Bonn Commitment

In June 2004, at the Bonn International Conference on
Renewable Energies, the World Bank announced that it
would increase its lending for new renewables and
energy efficiency projects by 20% per year over the five
years from 2005 to 2009. The baseline for the
increase was set at US$209 million, an average of
International Bank of Reconstruction and Development
(IBRD) and International Development Association (IDA)
new renewables and energy efficiency financing for
2002 to 2004. Their target for 2005 was thus

US$251 million (WBG 2005b, p9).

Assessing progress towards this target is impeded by
difficulty in accessing reliable and comparable data on
World Bank energy spending. While the World Bank
claims to have exceeded their target for spending on
new renewables and energy efficiency (WBG 2005b),
this has been refuted by Friends of the Earth USA on
the basis of analysis of publicly available information
on specific projects (FOE USA 2005). More confusingly,
figures published by the World Bank in different
documents are contradictory (see for example WBG
2005b and WBG 2006a). Attempts to clarify the
situation with the World Bank have been unsuccessfut.

More important than the level of financing are the
insufficiencies of the Bonn Commitment in the first
place. First, the Bonn Commitment is only for an
increase in IBRD and IDA lending, and does not include
the Multilateral Investment Guarantee Agency (MIGA) or
the International Finance Corporation (IFC). The IFC is
the institution with most involvement in oil and gas
projects, and has significantly increased commitments

Email correspondence between People & 15
Planet and the World Bank Energy Helpdesk.



to oil and gas in 2006. Switching IFC investments to
renewables would be a major move towards greater
sustainability.

Second, the baseline for the Bonn Commitment was
set with reference to years with a low level of lending
for renewable energy and energy efficiency. In the
years from 1996 to 1998, for example, World Bank
Group financing for renewable energy and energy
efficiency was consistently above US$350 million (WBG
2006a). The target of US$251 million therefore
actually represents a decrease in comparison to
previous years.

Third, the World Bank includes financing from carbon
finance and the GEF (the World Bank is one of the
implementing agencies for GEF finances) in its figures
for renewable energy and energy efficiency spending.
This means that support for renewables and energy
efficiency from IBRD and IDA financial resources alone
is much lower than the total (FOE USA 2005, p12).
Under this system, the World Bank can claim credit for
an increase in renewable energy spending which is
actually due to governments increasing their
commitments to the GEF.

While the Bonn Commitment is a welcome gesture
towards increased support for renewable energy,
unless it is extended to include all the institutions of
the World Bank Group, and the targets increased to
represent a more significant proportion of the energy
portfolio, it will remain a merely a gesture.

The Clean Energy Investment Framework

Following the 2005 G8 summit, the World Bank was
mandated to develop a framework for global
investments in clean energy. A report was discussed
at the World Bank's Spring Meetings in 2006 and
further discussions took place at the Annual Meetings
in September 2006.

While the Framework is not yet finalised, initial papers
indicate a number of potential problems. The
framework focuses on three areas, Energy for
Development and Access to the Poor, The Transition to
a Low Carbon Economy, and Adaptation. The first
section on access to energy for development is
encouraging, discussing the role of both on and off grid
solutions, and the importance of energy access for
development. However, this section does not link to
the second on moving to a low carbon economy, nor
does it discuss the potential macro economic problems
for developing countries of continuing to rely on fossil
fuels to provide energy for development.

The second section is less promising. A low carbon
economy is defined as “an energy production and use
sector that utilizes technologies that limit greenhouse
gas emissions.” (WBG 2006b) However, as the paper
does not discuss the level of reduction in greenhouse
gas emissions that is required, this definition of a low
carbon economy fails to live up to the challenge of
climate change.
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In discussion of the types of technologies which can
reduce greenhouse gas emissions, it is worrying that
high value is placed on increasing the efficiency of coal
and gas power generation, along with carbon capture
and storage. More efficient use of coal and gas will
still result in substantial greenhouse gas emissions,
particularly in comparison to renewable alternatives
(Bank Information Center et al 2006). The large scale
application of carbon capture and storage is largely
untested, and the paper admits that even piloting some
of this technology will not happen until at least 2012.
To tackle climate change, cuts in carbon emissions
must already be happening by 2012.

Promoting these ‘clean’ fossil fuel technologies will
perpetuate the current dominance of fossil fuels and
keep developing countries on a path to fossil fuel
dependence and increasing carbon emissions.
Instead, existing renewable technologies should be
prioritised and championed by the World Bank.

Finally, while the move to increase funding for low
carbon energy, energy for development and adaptation
to climate change is to be welcomed, it is of concern
that the Clean Energy Framework runs in parallel with
continued and increasing funding for fossil fuels. To
tackle climate change it is not enough to increase
support for renewable energy and energy efficiency, we
must also end support for the fossil fuel industry.

These initiatives in the Bank's energy funding are
encouraging, but so far do not demonstrate a change in
policy or practice which will succeed in tackling climate
change. This will not happen until funding for fossil fuels
is phased out and low carbon development, linked to
stringent and binding global emissions reduction targets,
is seriously prioritised.

DFID and the World Bank

In the UK, DFID is responsible for“leading the British
government's fight against world poverty.” (DFID website)
DFID, along with the Treasury, represents the UK at the
World Bank. The UK holds around 5% of shares in the
World Bank, with a contribution of £206.5 million, or
about 5% of total DFID expenditure in 2004/05 (DFID
2005, p79). This makes the UK one of the top five share
holders, which entitles it to appoint its own Executive
Director to the Board.

Every time the World Bank funds a fossil fuel extraction
project, the DFID appointed Executive Director has a say in
the decision. That project will then be funded with money
from the UK taxpayer, money that has been earmarked for
poverty alleviation. The UK therefore has significant
influence at the Bank.

DFID have used their position at the Bank in the past to
influence policy on fossil fuel extraction. During the World
Bank's EIR DFID was one of the voices speaking against
the report's recommendations, particularly opposing the
phase-out of investment in oil (Muttitt and Stockman
2005, p16). DFID continue to argue that oil extraction can
have positive economic development impacts, despite the

6 IBRD 4.3%, IFC 5.04%, IDA 5.06%, MIGA 4.1%.



fact that the World Bank were unable to put forward to the
EIR a single example of an oil project that had alleviated
poverty (Kretzmann and Nooruddin 2006, p13).

It is inconsistent with DFID’s poverty alleviation mandate
for them to support fossil fuel extraction projects.
Development aid should be spent on the most effective
means of alleviating poverty, not on fossil fuel extraction.

DFID and climate change

Despite recognising that “climate change poses the most
serious long term threat to development and the
Millennium Development Goals” (DFID 2006, p91), DFID
continues to support, in principle and practice, projects
which result in considerable greenhouse gas emissions.
This incoherence demonstrates that DFID has not yet
taken on the full implications of climate change for the
future direction of development.

Multilaterally, DFID supports the involvement of the World
Bank Group and other IFls in fossil fuel extraction projects.
They argue that“oil, gas and mineral resources can and
should make a major contribution to poverty reduction and
sustained economic growth™. Earlier in this paper, the
negative implications of supporting extraction projects for
climate change, and for the countries and communities in
which such projects are based, were described.

Bilaterally, DFID does not directly fund extractive projects,
but their support for the oil industry has been documented
in the report Pumping Poverty(Muttitt and Stockman

2005, pp5-8). In particular, Pumping Povertyhighlights
the role of DFID in promoting favourable conditions for oil
investment through interventions in producer countries'
taxation and regulatory regimes. Such interventions have
clear benefits for UK energy companies aiming to invest in
developing countries, but far less clear benefits in terms
of poverty alleviation.

DFID is the sole owner of CDE, which aims “to generate
wealth... in emerging markets... by providing capital for
investment in sustainable and responsibly managed
private sector businesses.” (CDC 2006) 37% of CDC's
portfolio is invested in the power sector, and 12% in
minerals, oil and gas. This DFID owned company is
therefore responsible for significant greenhouse gas
emissions.

The emissions attributable to CDC investments, plus the
emissions related to multilateral activities supported by
DFID, were subject to significant criticism from the UK
Parliament's Environmental Audit Committee (EAC) in a
recent report (EAC 2006, pp39-41). DFID is criticised for
incoherence in its climate change policy:

“DFID's climate change policy lacks coherence. On the
one hand it highlights the seriously detrimental impacts
of climate change on the most poor, and is beginning
very slowly to make this central to how it funds
projects. On the other it is directly and indirectly
responsible for very significant emissions of carbon into
the atmosphere through the projects it funds.” EAC
2006, p4l.

7 Letter from Hilary Benn to People &Planet, May 2006

8 Formerly the Commonwealth Development Corporation.

DFIDmust face up to this incoherence and adopt a new
approach to climate change. The climate impacts of DFID
funding should be monitored and targets for their
reduction implemented. DFID should be forward thinking
and prioritise new forms of low carbon development to
help developing countries end poverty without contributing
to climate change.

How DFID can lead the way to low
carbon development

While DFID recognises the importance of access to energy
for development in policy documents, it is not an area in
which appears to figure very highly in their priorities. DFID
has no target to increase support for renewable energy,
and no target to increase access to energy for
development. There is no system in place to monitor the
emissions resulting from projects supported by DFID, nor
any obligation to report to Parliament on the climate
impacts of DFID funding.

Energy is a critical subject, not only for DFID, but also
globally, with concerns over climate change, as well as
energy security, peak oil, and conflict in energy producing
areas. The priority given by the UK Government to the
World Bank’s Clean Energy Framework is an example of
the increasing prominence of energy as a policy issue. As
such, DFIDshould be prepared to play a key role in
developing policy with regard to energy and development.

That is why People &Planet is calling on DFIDto produce
an energy and climate change strategy, covering both
bilateral and multilateral energy funding, which will:

1. Ensure DFID's activities actively contribute to
mitigating climate change through global emissions
reductions. To do this, DFID must:

. phase out all support for fossil fuel extractive
projects.
. massively increase support for new renewable

energy sources.

2. Increase access to energy in the developing world,
by promoting and championing decentralised and
low carbon forms of energy as appropriate.

The strategy must have specific, timebound targets and
built in monitoring systems. DFID should report to
Parliament on progress towards these targets on a regular
basis.

An energy and climate change strategy would enable DFID
to take a leading role in promoting low carbon
development around the world. Energy policy is critical
both to mitigating climate change and to alleviating
poverty, and should be central to DFID's work.

Facing the challenge of climate change requires decisive
action. There is a need for global leadership and
innovative thinking. DFID and the UK Government could
provide that leadership. They must be bold enough to
ditch dirty development and put all their political and
economic weight behind a new energy strategy for a
climate friendly future.



GLOSSARY

DFID Department for International Development
(department of the UK Government with aim of
alleviating poverty around the world)

EAC Environmental Audit Committee (committee of
the UK House of Commons which assesses
environmental impacts of government
departments and policies)

EIR Extractive Industries Review (review of the
World Bank’s extractive industries funding)

GEF Global Environment Facility (fund to assist
developing countries in meeting the objectives of
international environmental conventions)

G8 Group of Eight (informal grouping of eight
wealthy industrialised countries)

IFls International Financial Institutions (eg World
Bank)

IPCC Intergovernmental Panel on Climate Change
(body set up by the World Meteorological
Association and the United Nations Environment
Programme to assess the scientific evidence for
climate change)
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