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The Critical Role of the Private Sector in Tackling

Climate Change

» The private sector is expected to finance most of the measures required to
mitigate greenhouse gas emissions and adapt to the effects of climate
change.

» Climate change may put many investments at risk, particularly in climate
sensitive sectors like agriculture and coastal tourism, but will also create
major new business opportunities for clean energy and other climate friendly
technologies.

Recognizing the importance of these developments, IFC, the private sector arm of the
World Bank Group, has designated climate change as one of its corporate strategic
priorities.

While evolving with scientific understanding and political agreements, IFC’s strategy is Investing in solar energ
to integrate climate change in all departments and regions, including advisory
services, as a model for the larger world of commercial finance in emerging markets.

An overview of IFC’s climate change activities

Promoting climate friendly investments using commercial funds. IFC, along with the World Bank, pledged to

grow energy efficiency and new renewable energy lending by an average 20 percent per year beginning in FY05. This target
has been met and exceeded. IFC clean energy lending grew at an annual average of 51% per fiscal year over the last four
fiscal years -- from $221 million in FY05 to $1,034 million in FY09. IFC investments in clean energy often open new markets
by introducing first of their kind technologies or financial products, e.g., a “merchant” wind power project in Chile in which
power is sold on the spot market without price guarantees.

Cleaner production. IFC offers existing and new clients a combined package of cleaner production audits and financing
to implement recommendations for improving energy and resource efficiency through low cost, high return measures.
Programs are being implemented or developed in Eastern Europe, South Asia, Latin America and Africa.

Clean technology. After a successful pilot using donor funds, IFC is now investing from its own account in early stage
clean tech companies and private equity funds. Investments in early stage climate friendly technologies are centrally
coordinated with overall targets, across all sectors and industries, through IFC’s Information and Communication Technology
Department. Examples include a high-efficiency turbine manufacturer in India and a Chinese company with dehumidification
technology to improve energy efficiency in blast furnaces.

Solar strategy. As solar energy applications have become increasingly commercial and equipment markets global, IFC has
responded with an investment strategy across the solar value chain investing in materials, manufacturing, solar applications,
and power generation. Investments have included a supplier of materials for solar cell manufacture and two solar cell makers.

Innovative concessional financing. Funding from the Global Environment Facility (GEF) and more recently the Clean
Technology Fund (CTF) has allowed IFC to pilot many pre-commercial sustainable energy projects. The Clean Technology
Fund will support an innovative wind project in Mexico. Some earlier projects undertaken with GEF support, such as a clean
energy financing program, have established successful models that are now being replicated through mainstream investments.
The GEF supported Earth Fund allows for streamlined approval cycles and the management of such projects on a portfolio
basis. Other projects, such as the Lighting Africa program (www.lightingafrica.org) develop markets for new technologies and
help meet the needs of the poor.
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Innovative financial products

Carbon finance. IFC has introduced value-added financial products to help mitigate risks in the carbon market by
leveraging its ability to take long-term project and risk in emerging markets. IFC, which is AAA-rated, offers a Carbon Delivery
Guarantee for credits from projects in developing countries. This product helped maximize the value of carbon credits
generated from a waste heat to power project at an Indian chemical company. A carbon finance advisory product was also
launched to build capacity in local banks and facilitate more investment in smaller emission reducing projects. The first
recipient was Industrial Bank China.

Clean energy finance. IFC has partnered with local financial institutions to support specialized financial products for
energy efficiency lending. This product is now available in Russia, China, the Philippines and several other countries.

Sustainable investing. IFC is working with public pension funds and other long-term asset holders to promote investment
in sustainable businesses in emerging markets. By making a small shift in the trillions of dollars managed by these funds, it
may be possible to generate a large source of additional resources for climate friendly investments. IFC is also working with
asset managers to develop methodologies for measuring the impact of climate change as an element of business risk.

New analytical tools to better understand risks and opportunities

IFC is developing new methods to calculate the carbon footprint of its investments, test the implications of assigning a price to
carbon as a proxy for climate change costs, identify the financial risks of climate change, and evaluate how corporate value
may be differentially affected by climate change policies. This is in addition to IFC’s performance standards, which require
reporting of emissions from projects expected to result in 100,000 tons CO2 equivalent or more per year.

Outreach and collaboration with other stakeholders

Through its relationship with the Equator banks and sharing of experience with international business organizations like the
World Business Council for Sustainable Development and the World Economic Forum, IFC provides an important link between
climate change-related business practices and evolving best practices like carbon disclosure.

The Role of IFC Advisory Services in
Supporting Climate Friendly Investments

In addition to its direct investments ($10.5 billion in FYQ9)
and additional investments mobilized ($4 billion in FY09),
IFC makes significant contributions through its advisory
services — more than $291 million in FY09 for a range of
technical assistance related to sustainability, good
governance, and other non-commercial services that
enhance the prospects for sustainable private sector
development.
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For more information, contact the Climate Change unit at:
Annie Dizon

adizon@ifc.org
Tel. 1-202-473-7709

www.ifc.org/ifcext/sustainability.nsf/Content/ClimateChange
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