Briefing Note Fourteen (February 2025)

Reforming an International Financial Architecture: Fit-for-purpose for climate finance?

1. Background

The urgent goals for climate justice for people and planet are being undermined by a challenging global
economic environment affecting the capacities of many countries to meet the challenges of the climate
crisis. This environment has been compounded by an unprecedented polycrisis — a multiyear global
pandemic, wars of aggression in Ukraine and Gaza, geopolitical polarization and fragmentation, and a
growing north/south divide in climate diplomacy.

In this environment inequalities are expanding dramatically. Agenda 2030 and its 17 Sustainable
Development Goals are significantly off track. Extreme poverty is growing again. Many developing
countries are facing a renewed debt crisis — one third of developing countries and two thirds of low-income
countries are at high risk of debt distress, according to the International Monetary Fund. Servicing debt is
severely constraining the fiscal capacity of these countries to meet the basic needs of their populations
and address impacts of the climate crisis. The climate and debt crises are magnifying each other and
rapidly spiraling out of control.

The Bridgetown Initiative In this alarming context, the Prime Minister of Barbados, Mia Mottley,
and her climate finance envoy, Avinash Persaud, convened a high-level meeting in Bridgetown in July 2022
with academics, IMF executives, and the U.N. deputy secretary-general among others. At this meeting,
they set out a series of ambitious proposals aimed at dramatically scaling up international climate finance
and making access easier for those developing countries most vulnerable to climate change. Arguing that
the current International Financial Architecture is “entirely unfit for purpose in a world characterized by
unrelenting climate change, increasing systemic risks, extreme inequality” these proposals became known
as the ‘Bridgetown Initiative.” They have informed discussions at all high-level meetings since then, and
have evolved into several new iterations over the past several years. Bridgetown Initiative 3.0 was
published in June 2024.2

Prime Minister Mottley first presented the Initiative at the UN General Assembly in September 2022 and
she galvanized attention for the Initiative at the November COP27 in Sharm El-Sheikh, Egypt. Since then,
there have been calls for urgent fundamental reform of the global financial architecture coming from many
quarters. Bridgetown 3.0 focuses on changing the rules of the game (governance), shock proofing

! This Briefing Note was research and written by Brian Tomlinson, AidWatch Canada, in July 2023. It has been
updated in February 2025. It has been prepared on behalf of the Canadian CSO Coalition on Climate Change and
Development (C4D).

2 See the first iteration of the Bridgetown Initiative (September 2022), which is summarized as a three-step call for
action in a one-page document accessed at https://gisbarbados.gov.bb/download/the-2022-barbados-agenda/#.

In May 2023 the Bridgetown Initiative evolved into a 2.0 version with six main areas of action, which is accessible at
https://www.globalpolicy.org/sites/default/files/Bridgetown2.0-1page%20(2).pdf. In June 2024 Bridgetown 3.0
was released (https://www.bridgetown-initiative.org/bridgetown-initiative-3-0/). This analysis focuses on the 3.0
version.



https://gisbarbados.gov.bb/download/the-2022-barbados-agenda/
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economies from climate shocks (finance and disaster preparedness), and dramatically increasing financing
for the SDGs and climate action. (See Annex One for details)

The V20 Accra-Marrakech Agenda The most climate vulnerable countries have also been vocal with
their own proposals. The V20 (now 68 of the most climate-threatened developing countries) launched its
Accra-Marrakech Agenda in April 2023 at World Bank/IMF meetings held in Morocco at the time.?
According to one analyst,
“Since 2000, V20 countries have lost $525 billion in responding to climate impacts, and at the
same time, they have been burdened with heavy debt obligations from the Global North. Next
year alone, the V20 group will be asked to pay $91 billion in debt service to private, multilateral,
and bilateral creditors, which will grow to a total of over $507 billion by 2028.”*

Similar to the Bridgetown Initiative, the V20 focus is unsustainable debt, transforming the international
and development financial system, and “revolutionizing risk management for our climate insecure world
economy.” (See Annex Two for the details of this V20 Agenda) The V20 built on this Agenda for the June
2023 Macron Summit for a New Global Financing Pact, with a more detailed Statement for an Emergency
Coalition for Debt Sustainability and Climate Prosperity.’

G20 Initiatives Also in parallel, the G20 group of developed and emerging economies has created
action agendas on many of the themes of the Bridgetown Initiative. Holding the 2023 G20 presidency,
India launched a G20 Expert Group on Strengthening Multilateral Development Banks (MDBs). Its purpose
was to assess the scale of financing required from the MDBs to achieve the SDGs and “transborder
challenges,” such as health and climate change.®

In its October 2023 Report, which has been endorsed by G20 finance ministers and central bank governors,
this Experts Group proposed a massive scaling up of the MDBs’ role in emerging and developing
economies, addressing both global challenges (climate) and national challenges (poverty eradication),
alongside the tripling of MDB finance by 2030, and a quadrupling of private finance catalyzed by these
Development Banks.’

The spotlight on MDB reform was reaffirmed in Brazil’s G20 presidency in 2024. The G20 leaders endorsed
the G20 Roadmap towards Bigger, Better and More Effective MDBs, which focuses on not only expanding
lending by MDBs, but also improving coordination and modalities for MDB lending. MDB efforts to expand
their lending capacities could result in an additional $400 billion a year lending by 2030, which will

3 See https://www.v-20.0org/accra-marrakech-agenda.

4 Karl Bukart, “At the IMF, the most vulnerable countries (V20) need a say in shaping the global economy,” One
Earth, July 19, 2024, accessed at https://www.oneearth.org/climate-vulnerable-form-v20/.

5 See https://www.v-20.0org/our-voice/statements/group/v20-statement-on-emergency-coalition-for-debt-
sustainability-and-climate-prosperity. In March 2023 African Ministers of Finance also called for decisive action on
debt to enable the needed investments in development and climate adaptation in their countries. See
https://www.uneca.org/stories/african-ministers-call-for-a-reformed-global-debt-architecture.

6 See https://pib.gov.in/PressReleaselframePage.aspx?PRID=1911378

7 See https://www.gihub.org/resources/publications/strengthening-multilateral-development-banks-the-triple-
agenda-report-of-the-g20-independent-experts-group/.
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contribute to the new post-2025 global goal for climate finance. The G20 Roadmap also calls for deep
institutional changes, including greater harmonization among the MDBs, country platforms for
coordinating climate finance, and greater use of partner country systems to reduce heavy parallel
processes.® These are commitments that will be monitored in the 2025 South Africa G20 presidency.

World Bank’s Evolution Roadmap Responding to these proposals, in January 2023, the World Bank
set out a modest “Evolution Roadmap” “to better address the scale of development challenges such as
poverty, ... inequality, and cross-border challenges including climate change, pandemics, and fragility,
conflict and violence, that all affect the Group’s ability to achieve its mission.”® The decision to expand the
Bank’s mandate beyond it country-focused poverty reduction, towards one that also addresses inter-
linkages with “global challenges,” such as climate change, pandemic risks, and fragility conflict and
violence, was met with some concern by least developed countries, who saw it as a possible dilution of
the Bank’s role in their countries.’® The “Evolution Roadmap” is at best a modest institutional reform, but
not a transformative approach towards inclusive multilateral governance, long called for by developing

countries, civil society organizations, and the Bridgetown Initiative.?

In the past few years, Multilateral Development Banks have been very successful in positioning themselves
as key actors in global climate finance architecture, in the context of weak ambition from developed
countries’ $300 billion New Collective Quantified Goal agreed at COP 29 in November 2024. This emphasis
is partly the result of the 2022 Bridgetown process. But in its evolution, the Bridgetown Initiative is also
tracking parallel southern-led discourse on climate finance and reforming the international financial
architecture. This Briefing Note highlights some of these proposals, including civil society’s critique of the
increased roles for the MDBs in climate finance.

& For the G20 Roadmap see

https://coebank.org/documents/1577/G20 Roadmap towards better bigger and more effective MDBs.pdf?ut
m_source=Climate+and+sustainability&utm campaign=8e084e77c7-

EMAIL CAMPAIGN 2024 12 19 10 42&utm medium=email&utm term=0 -8e084e77c7-76703102. See also
Mandeep Bains, et., al. “Maximizing Operational Effectiveness and Impact: Key priorities for multilateral
development banks,” ODI, October 2024, accessed at https://media.odi.org/documents/Overview report -

MDB Operational effectiveness.pdf.

% See https://www.worldbank.org/en/news/statement/2023/01/13/world-bank-group-statement-on-evolution-
roadmap. This Roadmap has been substantially critiqued by a coalition of 74 CSOs and individuals from around the
world in July 2023, which can be accessed at

https://www.eurodad.org/civil society calls for rethink of world banks evolution roadmap?utm campaigh=ne
wsletter 13 07 2023&utm medium=email&utm source=eurodad

10 see Alyssa Leng, “Climate Finance from the World Bank: pluses and minuses,” DevPolicy Blog, July 13, 2023,
accessed at https://devpolicy.org/climate-finance-from-the-world-bank-pluses-and-minuses-20230713/.

11 World Bank, “Evolving the World Bank Group’s Mission, Operations, and Resources: A Roadmap,” December
2022, accessed at
https://documentsl.worldbank.org/curated/en/099845101112322078/pdf/SECBOS0f51975e0e809b7605d7b690e
bd20.pdf. Stephanie Derlich and Polina Girshova, “Rebranding or reshaping the global financial architecture?
MDBs reform, Bridgetown Initiative and the New Global Financing Pact: Key webinar takeaways,” Eurodad, June
15, 2023, accessed at

https://www.eurodad.org/key takeaways rebranding or reshaping the global financial architecture mdbs ref
orm bridgetown initiative and the new global financial pact
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2. What are some key proposals for scaling up international climate finance?

The Bridgetown Initiative calls for both a massive scaling up of development finance as well as a more
inclusive and equitable global economic governance. The best estimates for the scale of financing required
to transform the economies of developing countries to cut emissions and deal with the impacts of climate
change is US$1.8 trillion annually. These amounts are far beyond what could be expected from ODA.
According to Avinash Persaud, the estimate is US$1.4 trillion a year mobilized from the private sector for
green energy transformation, USS300 billion a year for adaptation, and US$100 billion annually for loss
and damage action.!> These numbers are consistent with the recommendations from the G20 Expert
Group and developing country proposals for New Collective Quantified Goal (NCQG) at the 2024 COP29.

The outcome of COP29 was a highly disappointing US$300 billion by 2035, replacing the current US$100
billion for developed countries, and a vague commitment to an aspirational target of USS$1.3 billion, which
was undefined. Developing countries called it a “betrayal”.!* Research by ODI Global and partners
concluded that developed countries would reach US$197 billion by 2030 under a business-as-usual
scenario.’* According to researchers at the US Centre for Global Development, already planned reforms
at the MDB, without any additional effort by developed countries, could deliver close to USS300 billion by
2035.%> These calculations do not take account of a withdrawal from the Paris Agreement by the Trump
Administration.

This scale of finance contemplated by Bridgetown and others implies a compete rethink of the nexus of
climate, debt and development. The Bridgetown Initiative 3.0 proposal in this area relies largely on the
facilities of the International Monetary Fund and the Multilateral Development Banks:

1) Agree on the issuance of at least US$650 billion of new Special Drawing Rights (SDRs) to expand the
balance sheets of the MDBs to support SDGs and climate action. SDRs are an international currency
asset created by the IMF that members can translate into their own currency for investment and
development. Developed countries not needing their share of SDRs can now allocated a portion to
developing countries through the IMF-managed Poverty Reduction and Growth Trust (PRGT) and the
Resilience and Sustainability Trust (RST). In 2024 there was also agreement that SDRs can be allocated

12 Fiona Harvey, “Countries are drowning: Climate expert calls for urgent rethink on scale of aid for developing
world,” Guardian, June 18, 2023, accessed at https://www.theguardian.com/environment/2023/jun/18/countries-
are-drowning-climate-expert-calls-for-urgent-rethink-on-scale-of-aid-for-developing-world

13 https://www.theguardian.com/environment/2024/nov/26/how-late-deal-left-a-sense-of-dissatisfaction-and-
betrayal-at-cop29-baku.

14 Joe Thwaites, et al, “Getting from here to there: Scaling up climate finance for the NCQG,” NRDC, November 24,
2024, accessed at https://www.nrdc.org/bio/joe-thwaites/getting-here-there-scaling-climate-finance-ncag.

15 Jonathan Beynon, et al., “The $300 billion COP-Out: And where can we go from here,” Center for Global
Development, November 28, 2024, accessed at https://www.cgdev.org/blog/300-billion-cop-out-and-where-we-

go-here.
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to regional development banks, such as the African Development Bank, to expand their balance sheet
to allow for additional borrowing.®

As part of an earlier (Covid-related) distribution of SDRs, developed countries agreed to allocate
USS$100 billion of their share of SDRs to capitalize these Trust Funds. Not all developed countries have
contributed, although the Director of the IMF reported at the end of June 2023 that the US$100 billion
had been committed, with lingering uncertainty about the US’s share, which is dependent on
Congress. Up to April 2024, Canada reported that it had channeled almost 60% of its new SDRs to
both Trust Funds — Cdn$2.25 billion to the PRGT and Cdn$2.44 billion to the RST.*’

SDRs provide an excellent avenue to increase fiscal space for developing countries as they create new
money and not a debt instrument. The arrangements for allocating these SDRs through the Trust
Funds and MDBs, however, unfortunately turn the SDRs (as capitalization) into loans, albeit highly
concessional, to recipient countries, often accompanied by policy conditionalities.

2) Replenish IDA21 by at least $120 billion and triple IDA by 2030. The World Bank’s International
Development Association (IDA) window is the pre-eminent mechanism for highly concessional
finance, including grants, for 78 low-income countries. Because IDA is highly concessional it must be
financed through replenishment cycles every three years. IDA21 (2026 to 2028) had a USS100 billion
goal, which it achieved in December 2024.¥ Donor countries pledged US$23.5 billion, with the
balance made up through internal Bank revenue. There is no information on Canada’s contribution to
IDA21.%°

16 Mark Plant and Vera Songwe, “Allocating SDRs Directly to Multilateral Development Banks,” Center for Global
Development, October 21, 2024, accessed at https://www.cgdev.org/blog/allocate-sdrs-directly-multilateral-
development-banks. An important innovation for doing so is the mechanism of hybrid capital. SDGs are invested in
MDB fixed income instrument, which is both equity (SDRs) and debt (a loan which is for perpetuity) as “hybrid
capital”. Because of its perpetual maturity can be considered equity on the MDB balance sheet and used as
collateral to draw down finance on the international markets for concessional loans to developing countries. See
Lucas Sala and Mark Plant, “Hybrid Capital and SDRs for the Uninitiated,” Center for Global Development,
November 28, 2022, accessed at https://www.cgdev.org/blog/hybrid-capital-and-sdrs-uninitiated.

17 Statement by the Honourable Chrystia Freeland to the 47" Meeting of the International Monetary Fund and
Financial Committee, April 2023, accessed at https://www.canada.ca/en/department-
finance/news/2023/04/statement-by-the-honourable-chrystia-freeland-deputy-prime-minister-and-minister-of-
finance-canada.html. In April 2023 Freeland reported that Canada had contributed up to 40% of its SDRs.
However, out of that 40%, more than half (22%) was earmarked for Ukraine and the rest (18%) was available to all
other low and lower-middle income countries. In the 2024 Federal Budget Canada allocated an additional 700
million SDRs to the PRGT. The country allocation of this latter amount is not know.

18 Vivian Chime and Matteo Civillini, “World Bank raises $100 billion for poor nations in boost for climate finance,”
Climate Home News, December 6, 2024, accessed at https://www.climatechangenews.com/2024/12/06/world-
bank-raises-100-billion-for-poor-nations-in-boost-for-climate-finance/.

19 Using Canada’s share in IDA20, this increase implies an additional US$250 million IDA21 commitment of
US$1,435 million (USS478 million a year or approximately Cdn$670 million per year). The US pledged $4 billion,
but is subject to approval by Congress under the Trump Administration.
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In 2022, 35% of IDA’s projects had climate mitigation or adaptation objectives. Since then, the Bank
has committed to 45% of its overall funding to climate projects by mid-2025. Nearly three-quarters of
IDA resources are directed to African countries. Bridgetown’s goal to triple IDA resources by 2030 is
highly ambitious, but would go a long way to meeting the resource needs of the poorest countries,
most vulnerable to climate impacts.

3) Call on MDBs to develop a plan to provide an additional US$300 billion a year in affordable, longer
term (30 to 50 year) financing. Data from 2023 from the MDBs show that these institutions disbursed
USS$74.7 billion in 2023 in climate finance to low- and middle-income countries, up from US$60.7
billion in 2022.2° At COP29 a joint statement by the MDBs estimated that their climate finance will
rise to US$120 billion by 2030 under existing reforms, or an increase of US$45 billion by 2030.%

While these seem like impressive commitments to climate finance, CSOs have raised concerns about
the accuracy and transparency of the World Bank’s climate finance reporting. Oxfam has reported
that climate finance reporting by the Bank and IDA could be inflated by up to 40%.?2 The Center for
Global Development analyzed 2,500 projects tagged for mitigation or adaptation between 2020 and
2022, revealing numerous projects seemingly unrelated to climate change.?

Climate justice requires a rights-based, people-centered approach to international economic and
financial governance.?* As noted earlier developing countries and CSOs have called for substantial
governance reform alongside increased resources. The Bank currently lacks a human rights policy, one
that mandates ex-ante assessments of the human rights impacts of loans and policy recommendations
for human rights. It should require full gender monitoring of all Bank approaches to lending, including
its overwhelming reliance on private sector instruments and the Bank’s policy lending (which is
currently not covered by the Bank’s Gender Strategy).?

20 MDBs, “2023 Joint Report on Multilateral Development Banks Climate Finance,” September 2024, accessed at
https://publications.iadb.org/en/2023-joint-report-multilateral-development-banks-climate-finance.

21 World Bank Group, “Multilateral Development Banks to Boost Climate Finance,” November 12, 2024, accessed at
https://www.worldbank.org/en/news/press-release/2024/11/12/multilateral-development-banks-to-boost-
climate-finance.

22 Oxfam, “Unaccountable Accounting: The World Bank’s unreliable climate finance reporting,” October 2022,
accessed at https://policy-practice.oxfam.org/resources/unaccountable-accounting-the-world-banks-unreliable-
climate-finance-reporting-621424/.

2 Guido Nufiez-Mujica, et. al., “What Counts as climate? Preliminary Evidence from the World Bank’s Climate
Portfolio,” Center for Global Development, June 14, 2023, accessed at https://www.cgdev.org/publication/what-
counts-climate-preliminary-evidence-world-banks-climate-portfolio.

24 WEDO, “Unpacking the Bridgetown Initiative: A Systemic Feminist Analysis & Critique,” Feminist Action Nexus for
Economic and Climate Justice, June 2023, accessed at https://wedo.org/unpacking-the-bridgetown-initiative-a-
systemic-feminist-analysis-critique/.

% Eurodad, et. al., “Civil Society calls for rethink of World Bank’s Evolution Roadmap as part of wider reforms to
highly unequal global financial architecture,” July 2023, accessed at

https://www.eurodad.org/civil society calls for rethink of world banks evolution roadmap?utm campaigh=ne
wsletter 13 07 2023&utm medium=email&utm source=eurodad
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4)

Civil society has a decades-long history of documenting and challenging the failure of the World Bank
and the IMF as “development actors,” for their destructive policy conditionalities. World Bank projects
have marginalized people living in poverty and exacerbated inequalities and fragility in the global
south for decades. By relying on unreformed MDBs, implementing an expanded roles for these
institutions may exacerbate the unequal power relations and unsustainable debt that already deeply
disadvantages those countries most affected by climate change impacts.

With its long history of severe austerity measures accompanying its lending, the Bank has reduced
state capacity and legitimacy through enforced privatizations and slashing state budgets. The IMF and
Bank continue to promote loans linked to policy reforms in the energy sector, prioritizing privatization
and private sector participation. Many in civil society fear new “green conditionalities” accompanying
an expanded mandate for the Bank.?® Strong public institutions will be essential for social protection
and adaptation measures as well as strengthening resilience in the face of inevitable loss and damage
from climate crisis in the coming decades. They have been weakened by decades of Bank and IMF
“policy advice.”

Call on MDBs, Development Finance Institutions and climate funds to help mobilize at least $500
billion a year in private capital for climate action and the SDGs. Mobilizing private sector investment
and increasing official sector lending are closely linked in donor efforts to meet ambitious financing
goals. Donors acknowledge the need for grant financing for adaptation and loss and damage. But
multilateral proposals largely revolve around increasing loan finance on better terms than market
rates, focusing on “de-risking” private sector investment in developing countries, and improving access
to this finance for all developing country partners, whether low-income or middle-income countries.
Other than expressing its need, there are no proposals to increase grant finance at scale and in the
short term.

According to the OECD, to date, developed countries have had limited success in mobilizing private
finance, which has been “lower than anticipated, with most mobilized in middle-income countries.”?’
The mobilization rate for MDBs — the ratio of public funds to private capital mobilized — has been stuck
around USS$0.28, only increasing to US$0.38 in 2023.2% A recent increase in mobilized private sector
finance has been an increased emphasis on “guarantees” in development finance where the MDB
agrees to compensate the private sector in the event of default. Guarantees can be an effective
mechanism for encouraging climate-related private investment. Because guarantees do not require

actual finance unless default is triggered, CSOs have questioned how they are included in provider

26 There is long standing evidence that policy conditionalities largely fail in their purpose to direct development
priorities and approaches in recipient countries. They contradict the well-established development effectiveness
principle of “local ownership”.

27 Carbon Brief, op. cit.

28 Natalia Alayza, et. al., “Multilateral Development Bank Climate Finance: The Good, Bad and the Urgent,” World
Resource Institute, November 14, 2024, accessed at https://www.wri.org/insights/mdb-climate-finance-
2023?apcid=0065df788ca39963db4ef602&utm campaign=wri-climate-digest-decembe&utm content=wri-

climate-digest-decembe&utm medium=email&utm source=ortto.
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efforts. Included at full value, irrespective of defaults, guarantees will inflate the reported value of
public sector resources for climate finance.?

Canada has also strongly endorsed a market-based mobilizing private sector resources approach in its
climate finance (see Briefing Note Four on FinDev Canada). Mobilizing the private sector, while
important for some renewable energy initiatives, will not lead to the economic transformations
needed in addressing the climate crisis. The private sector determines investments based on their
potential returns, which are mainly found in Middle-Income Countries. Low-income countries are
likely to be even further side-lined in this approach, which will strongly bias new climate finance
towards mitigation efforts not adaptation.

5) We call for new sources of progressive finance to fund Global Public Goods and loss and damage.
Bridgetown 3.0 highlights a range of alternative new sources, most of which are being explored in
other fora.

a) Wealth tax As the G20 President, Brazil has proposed a 2% wealth tax on the 3,300
wealthiest individuals, which could raise USS250 billion a year. While gleaning the support
of Spain, France and South Africa, the July 2024 G20 meeting of heads of state failed to
agree, but their joint declaration noted that improved cooperation between G20
members could “involve exchanging best practices, encouraging debates around tax
principles, and devising anti-avoidance mechanisms, including addressing potentially
harmful tax practices.”*® They urged further discussion in various bodies such as the OECD
and the United Nations.

b) Solidarity levies COP 28 established the Global Solidarity Levies Task Force, driven
by France, Kenya, Barbados, Denmark, Senegal and Colombia, to explore internationally
coordinated levies to raise funds, penalize polluters, and increase the fairness of the global
tax system. It will be reporting to COP30 in Brazil in November 2025. Among the levies
being considered are taxing fossil fuel company windfall profits, a jet fuel levy and a airline
ticket tax, a levy on the producers of plastics, an international shipping levy, and a tax on
financial transactions.?!

While there are no details on sources of finance, Bridgetown Initiative 3.0 calls on developed countries
to “meaningfully capitalize and effectively operationalize” the Loss and Damage Fund (without

29 For a discussion of guarantees in development finance and ODA, see Eurodad, “The role of guarantees in Official
Development Assistance and Climate Finance,” Webinar, November 26, 2024, accessed at
https://www.eurodad.org/the role of guarantees in oda.

30 Joanna Robin, “US, Germany key holdouts as G20 nations push back on plan to tax world’s billionaires,”
International Consortium of Investigative Journalists, July 31, 2024, accessed at
https://www.icij.org/news/2024/07/us-germany-key-holdouts-as-g20-nations-push-for-a-plan-to-tax-worlds-

billionaires/.

31 See Global Solidarity Levies Task Force, accessed at https://globalsolidaritylevies.org/ and “There’s a taskforce
dreaming up radical climate solutions,” Guardian, February 6, 2025, accessed at
https://www.theguardian.com/environment/2025/feb/06/down-to-earth-global-solidarity-levies-task-force.



https://www.eurodad.org/the_role_of_guarantees_in_oda
https://www.icij.org/news/2024/07/us-germany-key-holdouts-as-g20-nations-push-for-a-plan-to-tax-worlds-billionaires/
https://www.icij.org/news/2024/07/us-germany-key-holdouts-as-g20-nations-push-for-a-plan-to-tax-worlds-billionaires/
https://globalsolidaritylevies.org/
https://www.theguardian.com/environment/2025/feb/06/down-to-earth-global-solidarity-levies-task-force

6)

suggesting an amount) and to deliver on the commitment to increase international biodiversity
finance to at least USS30 billion per year by 2030. It does however propose a number of initiatives to
enhance disaster preparedness and liquidity support for countries in the aftermath of a climate
disaster. These include a universal contingent financing facility at the World Bank, natural disaster
clauses in loans for all climate vulnerable countries, expand and deepen insurance markets, and
replenish the IMF Catastrophe Containment and Relief Trust (which provides grants for IMF debt
service relief for the poorest countries hit by natural or public health disasters).

Restore debt sustainability Proposals for debt sustainability were central to Bridgetown 2.0
but less prominent in Bridgetown 3.0. It calls for debt relief “sufficiently robust to ensure countries are
able to finance their development and climate goals.”

Certainly, mechanisms for debt sustainability remain central to reforms of international finance
architecture for increasing numbers of countries in debt distress. It is a crucial theme in the expected
outcome of the Fourth Financing for Development Conference (FfD) to be held in Seville, Spain, in
June/luly 2025. CSOs are calling for the establishment of a legally binding UN framework convention
on debt that addresses the challenges comprehensively and inclusively, rather than the current
fragmented unfair and inefficient debt architecture. While continuing with piece-meal reform
proposals, the FfD outcome document currently acknowledges the “need for a development-oriented
debt architecture.”

Sixty percent (60%) of low-income countries are in, or on the edge of, debt distress; these countries
are spending five times more on debt servicing than on climate adaptation each year.3> More broadly,
public debt has been accelerating in developing countries mainly due to growing development needs,
exacerbated by the pandemic, rising interest rates and climate change, with limited access to
alternative financing sources. Developing countries are relying much more on private sector creditors
and China, making credit more expensive and debt restructuring complex.

Mounting debt is constraining developing country capacities to meet basic health and education needs
of their population and to finance development and climate initiatives. According to the International
Institute for Environment and Development, in 2021, 59 countries paid US$33 billion in debt
repayments to creditors and received only US$20 billion in new climate finance from developed
33 More than 55 countries pay more than 10% of their public revenues in debt service. In
Africa the amount spent on interest payments is higher than spending on either education or health!
In total 3.3 billion people live in countries that spend more on debt interest than on health.3* Debt

countries.

relief is therefore a critical issue for climate finance and development progress.

32 Richard Kozui-Wright, “A Climate Finance Goal that Works for Developing Countries,” UNCTAD, June 14, 2023,
accessed at https://unctad.org/news/climate-finance-goal-works-developing-countries.

33 Quoted in Carbon Brief, “Does a new ‘global pact, accelerate climate finance for developing countries?,” July 4,
2023, accessed at https://www.carbonbrief.org/qa-does-a-new-global-pact-accelerate-climate-finance-for-
developing-countries/.

34 UN Global Crisis Response Group, “A World of Debt: A growing burden to global prosperity,” United Nations, July
2023, accessed at www.osgmisc 2023d4 en.pdf.
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3. What has been the response by the Canadian Government?

Despite sharing the co-facilitation of the UN Sustainable Development Goals Advocates, whose goal is to
accelerate action for the SDGs,*® the Prime Minister and the Canadian Government has been largely silent
on the main proposals for the Bridgetown Initiative. In February 2023, Prime Minister Trudeau stated that
“Canada would continue to champion the interests of CARICOM and Small Island and Low-Lying Coastal
Development States (SIDS), particularly on shared interests such as climate resilience and access to

concessional finance.”?®

Consistent with the Bridgetown Initiative, Canada has contributed substantial levels of support through its
re-allocation of its SDRs to both the IMF’s Poverty Reduction and Growth Trust and the Resilience and
Sustainability Trust (although directing a major portion for Ukraine). Canada has supported the inclusion
of Climate Resilient Debt Clauses in the Bank’s lending agreements. In her statement at the Bank’s 2023
Spring meetings, Minister Freeland stated that

“Furthering the [World Bank’s] Evolution Agenda, as well as implementing the recommendations
of the CAF Review, would also help achieve the aims of the Bridgetown Initiative by strengthening
support for developing countries as they face overlapping crises. The Bridgetown Initiative is an
important call-to-action that has re-energized the conversation on reforming international
financial institutions, and is complementary to our collective efforts to evolve the World Bank.”*’

At the same time, she pointed to “the scarcity of official development assistance” and the corresponding
importance of facelifting private capital for development. However, Canada has not commented or
promoted Bridgetown’s more ambitious financing proposals for ramping up both public and private
finance, for broader country access to the Bank’s concessional resources, or for fundamental reform of
the current governance of the International Financial Institutions.

4. Conclusions

The leadership of Prime Minister Mina Mottley, Brazil and South Africa and others in the global south have
galvanized global attention to the need for financing reform and innovation to address climate crisis now.
The impacts of the climate emergency are compounding as they affect billions of people, particularly in
the most vulnerable countries. Emphasizing the importance of practical and rapid initiatives, Mottley has

35 See https://www.pm.gc.ca/en/news/news-releases/2022/04/06/prime-minister-co-chair-united-nations-
sustainable-development-goals and https://www.un.org/en/desa/advocates-appointed-build-widespread-support-
sdgs.

36 Prime Minister Justin Trudeau meets with Prime Minister of Barbados Mia Mottley, February 16, 2023, accessed
at https://www.pm.gc.ca/en/news/readouts/2023/02/16/prime-minister-justin-trudeau-meets-prime-minister-
barbados-mia-mottley.

37 Statement by the Honourable Chrystia Freeland to the 107" Meeting of the Development Committee, April
2023, accessed at https://www.canada.ca/en/department-finance/news/2023/04/statement-by-the-honourable-
chrystia-freeland-to-the-107th-meeting-of-the-development-committee.html
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succeeded in putting specific proposals at the centre of key global policy arenas, ranging from the UNFCCC
COP process, to the G20 and G7, the World Bank, and the UN General Assembly. Given the power of IFls
in international financial architecture, the IMF and the World Bank in particular are seen by the proponents
of reform to be central actors in solving the climate crisis. Increasingly proposals have been narrowed into
“practical measures” within the scope of the current international financial architecture.

But are these “pragmatic proposals” fit for an agenda of climate justice?*® It is crucial to be clear about
what can and cannot be delivered with these proposals. It is essential not to lose sight of the need for a
broader systemic reform of international finance governance, the limits of private sector engagement in
climate finance, and the debilitating role of loans for vulnerable countries. In the heavy reliance on loan
finance, developing countries are in effect paying for measures for adaptation and mitigation in a climate
emergency in which they bear little historical responsibility. The failure to do so may ultimately undermine
many of the intended benefits from Bridgetown and other reform measures.

38 Bridgetown Initiative — Fit for Climate Justice, Side Event Webinar, Bonn Climate Meetings, June 14, 2023,
accessed at

https://www.youtube.com/watch?v=UwOxHaxmClY&list=PLBcZ22cUY9RL6ptbdJlzgbaZzn62ZPOha &index=120&t=
3810s
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Annex One
Bridgetown Initiative on the Reform of the International Development
and Climate Finance Architecture, Version 3.0 (June 2024)
See https://www.bridgetown-initiative.org/bridgetown-initiative-3-0/

While noting some progress since Version 1.0 in 2022, “there is much unfinished business.”

Low and middle-income vulnerable countries, including small island developing states, feel the
implications of this acutely. We cannot afford to choose between tackling development or climate; they
are two sides of the same coin.

An additional $1.8 trillion annually is needed to address the climate crisis and nature related
investments in emerging markets and developing countries (EMDEs) and $1.2 trillion annually, to
achieve the SDGs. About $950 billion of the climate and nature financing gap is expected to be closed by
domestic sources; the remaining $850 billion must come from external sources.

Such support must be realized through official development assistance and development finance at a
sufficient scale to enable country- owned, structural transformation strategies and move them up the
value chain.

We must look to new sources of financing, including international taxation regimes that support the
energy transition, action for adaptation, and loss and damage. This includes contributions from sectors
benefiting the most from globalization, those with the largest carbon and greenhouse gas emissions, and
those contributing the least to taxation.

We need a viable insurance market, as a precondition for governments, businesses and individuals to
invest in assets, whether infrastructure or homes.

I. WE MUST CHANGE THE RULES OF THE GAME

1. We call on international financial institutions to give a stronger voice to developing countries in their
governance and decision-making.

2. We call on the G20 to reform the Common Framework which falls woefully short of addressing borrower
needs in a timely way, ... Debt relief should be sufficiently robust to ensure countries are able to finance
their development and climate goals.

3. We call on the IMF/World Bank to reform the growth forecasting methodologies that feed into their
Debt Sustainability Analysis (DSA) frameworks, including by (i) better reflecting investments in
adaptation, clean energy and natural capital as potential drivers of long-term growth and enhanced
resilience ...

4. Alongside these reforms, we call upon the Credit Rating Agencies to work proactively to increase the
transparency and consistency of their methodologies ...

5. We call upon the World Bank and other finance providers to include climate vulnerability, natural
capital and biodiversity conservation needs in their criteria for allocating concessional finance ...

6. We call for a multilateral trading regime that supports a green and just transition, including by
ensuring that carbon border adjustment mechanisms do not unfairly punish developing countries ...

Il. WE MUST SHOCK PROOF ECONOMIES

7. We call upon ... the IMF and its shareholders to agree on a new issuance of at least $650bn in SDRs
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to expand the balance sheets of MDBs to support SDGs and climate action.

8. We call upon the IMF to reduce the cost of lending including by making it easier to access the Resilience
and Sustainability Facility (RSF) ...

9. To enhance disaster preparedness and provide immediate liquidity support and greater breathing room
to all climate-vulnerable countries in the aftermath of a climate disaster:

a. We call upon the IMF to replenish the Catastrophe Containment and Relief Trust and expand
its eligibility criteria ...

b. We call upon the World Bank to establish a universal contingent financing facility available to
all vulnerable countries on concessional terms.

c. We call upon all debtors and public and private creditors to introduce natural disaster clauses
and avoid the use of bullet payments in all lending instruments.

d. We call upon the World Bank to expand natural disaster clauses to all climate vulnerable
countries and to broaden the trigger to include food and health crises.

e. We call on bilateral donors to help expand and deepen insurance markets, including by
capitalizing regional risk pools for key assets in vulnerable countries ...

Il WE MUST DRAMATICALLY INCREASE FINANCING FOR THE SDGS AND CLIMATE ACTION

10. We call upon new and existing donor countries to replenish IDA21 by at least $120 billion and triple
IDA by 2030.

11. We also call upon donor countries to replenish and strengthen existing vertical climate finance funds,
including the Green Climate Fund (GCF) ...

12. We call on MDBs to develop a plan to provide an additional $300 billion a year in affordable, longer-
term (30-50 year) financing for the SDGs, as well as for adaptation, and to expand the criteria used for
allocating concessional financing to include climate vulnerability.

13. We call on MDB:s to fully implement the G20 Capital Adequacy Framework (CAF) recommendations
to significantly increase and improve lending. We call on MDB shareholders to initiate new general capital
increases ...

14. We call on MDBs, DFIs and climate funds to help mobilize at least $500 billion a year of private capital
for climate action and the SDGs ...
15. We call for new sources of progressive finance to fund GPGs and loss and damage including through:
a. An international tax on the super-rich.
b. Repurposing harmful subsidies.

c. Taxing fossil fuel company windfall profits and implementing an emissions levy on hard-to-abate
sectors like aviation and shipping, along with international financial transactions underpinned by
a comprehensive UN Tax Convention to create a forum for truly inclusive tax negotiations.

d. A philanthropically-funded Global Compact for GPGs.
16. We call upon developed countries to meaningfully capitalize and effectively operationalize the Loss
and Damage Fund and deliver on the commitment to increase international biodiversity finance to least

$30 billion per year by 2030.
Annex Two
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V20 Accra — Marrakesh Agenda

The V20 Group, representing 58 of the world’s most systemically climate-threatened economies, under
Ghana’s presidency of the Group, has outlined four fundamental priority areas to ensure a world economy
fit-for-climate and supportive of its most vulnerable groups. This includes the need to mobilize an
ambitious share of world GDP to secure a sustainable future for the global economy amid an escalating
climate emergency, and a downscaling of financial resources that undermine the fight against climate
change. This re-wiring of the global financial system must happen as soon as possible within the current
decade. Against the backdrop of a global climate emergency, and launching this roadmap with the Accra
V20 Senior Officials’ Meeting in the spring of 2023, the V20 will collaborate throughout the year including
in Paris for the New Financial Pact and Nairobi for the Africa Climate Action Summit, culminating in
engagements at the Marrakech IMF and World Bank Annual Meetings, to cement an international coalition
behind a fit-for-climate global financial system at COP28 in Dubai.

#1 MAKE DEBT WORK FOR THE CLIMATE- it is urgent that we make debt work for the most vulnerable and
that we overcome the cost of capital hurdles.

What is needed:

o A reform of the Common Framework that enables all debt distressed climate vulnerable
developing economies to obtain the necessary debt relief in a predictable, efficient and timely
manner, so that that V20 countries can leverage new financing to pursue their Climate Prosperity
Plans.

e Guarantees and other incentives such as debt service standstills to encourage the participation of
all creditor classes for speedy resolution of debt negotiations.

e Credit enhancement should accompany debt restructuring (including shock resilient debt and
swaps) to attract new investment for development-positive climate action, and incentives for
existing creditors to participate early.

e Given the climate insecure future for economies, debt treatment should support the
enhancement of climate resilience and the transition to climate-smart development, and inclusive
debt-sustainability analysis considering the investment needs of national climate strategies and
plans such as Climate Prosperity Plans.

#2 TRANSFORM THE INTERNATIONAL AND DEVELOPMENT FINANCIAL SYSTEM - there is more than
sufficient financial resources in the world economy to transform economies. However, a decisive shift of
financial flows is required to unlock the potential of the system. For as long as public international and
development finance continue to support brown (carbon-intensive/climate-heating) and risky (non-
climate future adapted) investments instead of green and resilient ones, the transformational potential of
the transition is undermined.

What is needed is:

e A complete pre-2030 shift of public development and international finance from brown to green,
and from risky to resilient, that begins now, shifting public financial support away from climate-
incompatible investments to renewable energy, resilient infrastructure and nature-based
solutions underpinned by development strategies into evolving Nationally Determined
Contributions and Climate Prosperity Plans.
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e Optimize the use of capital of MDBs/DFls, adding momentum behind this shift by enabling higher
lending ratios to capital for new investments that are green and resilient, and lowering lending
ratios to capital for brown and risky investments, justified by the now evident reality of the
different overall risk profiles that pertain to each class of investment.

® Increase the utilization of IMF Special Drawing Rights (SDRs) and Administered Accounts for
development-positive climate action especially in most vulnerable economies, including through
wrap-around guarantees and enhanced access to the Resilience and Sustainability Trust (RST).

® Recognition of Climate Prosperity Plans and other development-positive climate action
investment plans to unlock beneficial SDR/RST access and rechanneling of SDRs through DFIs and
MDBs.

e Support for development-positive climate investments in most vulnerable economies to have
access to global capital markets through dedicated listing boards on major stock exchanges.
e Capital increases in multilateral development banks.

#3 A NEW GLOBAL DEAL ON CARBON FINANCING - we need a new global deal on carbon finance to realize
the goal of the Paris Agreement in the near-term, prior to 1.52C overshoot lock-in. This demands
substantial strengthening of 2030 climate targets of major polluting economies that can be enabled
through the promotion of ambitious development-positive climate action in low-emitting developing
economies. Win-win carbon-finance exchanges can help meet global goals, deliver fair-share action, and
provide crucial financial support for ambitious climate action that would otherwise not be viable.

What we need:

e All major polluting economies whose 2030 Paris Agreement emission targets fall short of its
central goal - the 1.52C limit - on a fair-shares basis (accounting for past emissions, per head
pollution, and wealth disparities) must strengthen targets, starting in 2023, until full and equitable
compliance is achieved.

o Make full use of the Paris Agreement’s international emissions exchange instruments, and rapidly
scale-up public cooperation with low-emitting developing economies, and especially most
vulnerable economies, aimed at providing crucial financial support for development-positive
climate action, such as Climate Prosperity Plan projects, in exchange for internationally transferred
mitigation outcomes, thus enabling major polluting economies to meet more ambitious and
equitable national emission targets.

e Alongside an upscaling intergovernmental global carbon exchange, link major polluting markets
with low polluting markets so as to enable the private sector to exchange emissions outcomes and
finance independent of public level cooperation, in order to achieve net zero or carbon negative
pathways.

#4 REVOLUTIONIZE RISK MANAGEMENT FOR OUR CLIMATE INSECURE WORLD ECONOMY- we must
double down on efforts to accept and address the new climate insecure reality of the world economy and
put in place with anticipatory finance (pre-arranged and trigger-based funds) for loss and damage and
mainstream surveillance and monitoring of climate risks of all kinds (physical, transition, spillover) in IFI
finance and credit rating practices, including through the landmark G7-V20 Global Shield against Climate
Risks.

What we need:
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Scale-up of pre-arranged financing options to tackle climate impacts and shocks especially for
most vulnerable economies, improving the access, management, and delivery of resources ahead
of time, instead of post-disaster responses underscored by efforts under the G7/V20 Global Shield.

Increase the utilization of trigger-based design in relevant public and private financial
instruments®®, leveraging latest data and science to eclipse the prevailing practice of after-the-fact
assessments?,

Addition of a dedicated OECD DAC marker for climate-related loss and damage, in order to better
track development finance contributions focused on addressing growing climate impacts and
shocks among most vulnerable economies.

Systematically make universal surveillance of all climate risks inclusive of physical risks, transition
risks and spillover risks for every economy in IMF Article IV surveillance a reality by 2025.

Financial regulators should ensure that all leading credit rating agencies fully account for climate
risks (physical, transition, spillover) in their assessment methodologies of public and private
economic entities and capital/debt instruments and securities (inclusive of derivative markets) in
order to incentivize climate action and penalize climate incompatible businesses and investments
in the near-term (by 2025 at the latest).

39 Such as shock resilient social protection, parametric and forecast-based financing for anticipatory action, risk
transfer for regional or municipal risk sharing, climate-resilient debt structuring, natural disaster clauses for debt
payment suspension or relief, , shock-resilient loans, and business liquidity protection, slow-onset risk pools, etc.

40 Experience and evidence show that after-the-fact assessments in practice are inefficient and requires the most
vulnerable have the burden of proving convincing evidence of their losses and damages while in distress. At least
55% of crises, from floods to droughts and disease outbreaks, are predictable, and funding can be arranged in
advance and released at the moment it is needed.
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