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Editorial
Business-as-usual is not an option. Climate change, extreme
weather, growing resource scarcity and increasing inequality are
formidable challenges. A growing world population means we need
to produce more goods and services, while using less resources,
generating less waste and emitting less pollution. 

It is clear that the world must devise and adopt a sustainable
development model and quickly transition to a low-carbon
economy. But how are we going to implement a truly sustainable
development approach on a global scale? And how are we going to
pay for this great transformation?

In this issue of Making It, our contributors consider the
partnerships and financing necessary to fight global warming, 
to promote cleaner and resource-efficient production, to address
the world’s social and environmental challenges in a sustainable
and lasting manner. Common themes are the need to forge 
effective partnerships with the private sector and to harness the 
full potential of industry’s contribution to the achievement of
sustainable development.
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First, protect the
environment
In general, what I appreciate
most about Making It is the
diversity of extraordinary
international stories on
industry and economy. My
favourite is the story about
water-efficient toilets in issue
#15, I suppose because I can’t
find an analysis like this
anywhere else. For Europeans,
most surprising seems
company managing director
Chen Chunhong's attitude
towards patent protection. She
says “…if more companies
would employ this water-saving
technology, it would actually
bring more benefits to the
global environment as a whole.
In this sense, copying our idea
is a good thing.” Forget patent
protection in favour of
environmental protection!
Marvellous! This is how we
could make the world a better
place. If only the rest of the
world could share this attitude
despite losing an enormous
amount of money.
�Susanne Berger-Achatz, News
Editor, Hitradio Ö3, Vienna,
Austria

Technology and
industrial
development
The interview with LI Yong in
issue #15 introduces an
excellent mission which is well

outlined by the UNIDO
Director General. Technologies
with technical experts can
jumpstart the industrialization
of underdeveloped and
developing countries, with
consequential benefits of
economic growth, which helps
to reduce poverty (a crucial
mission of UNIDO) through
job creation. And social uplift
can be a by-product thereof. 

Technology can be a critical
tool to sustain industrialization
without adversely impacting
the environment. For example,
energy is a key input to
industrialization, and various
environmentally friendly
alternative fuels to coal are
progressively embraced, or at
least being tested, across the
globe. Alignment and
willingness to share knowledge
with less progressive societies
can help us evolve to a better
global society across cultures
and political boundaries. 

While not wanting to minimize
the segmented challenges,
setting strategic development
goals and developing tactical

The interview with UNIDO Director
General LI Yong, in issue #15, above,
“introduces an excellent mission”. 

action plans, which should be
aligned, owned by and committed
to by both giving and receiving
societies, may take time but
should be doable. The good thing
is – technologies and
industrialization can deliver lots
of stated goals/by-product
benefits – economic and social
growths, job creation, poverty
minimization, sustainability and
environmental protection, etc.
�Debabrata Saha, Director,
International Commercial
Technology and Marketing, Air
Products and Chemicals Inc.,
Allentown, USA, LinkedIn
comment

GDP and global
wealth
A letter in Making It issue #15
questioned whether gross
domestic product (GDP) can be
adequately used to measure
wealth, quoting economists who
admit GDP does not “capture

the human condition.” I agree. 
Bizarrely, when a consumer

buys imported goods only a
small fraction of its final selling
price will appear in the GDP of
the country where it was
produced, while the greater part
of it appears in the GDP of the
country where it is consumed.
For example, in 2007 the nation
with the highest per capita GDP
(in other words, whose citizens
are supposedly the most
productive in the world) was
Bermuda. Yet it’s an island tax
haven, home to hedge funds
and reinsurance companies,
and doesn’t actually produce
any physical commodities. 

A couple of thousand
kilometres away is another
island – the Dominican
Republic – where hundreds of
thousands of employees work
in fifty-seven export processing
zones, producing shoes and
clothing mainly for the US
market. Yet, that year, its GDP
was just three percent of
Bermuda’s when measured in
market exchange rates,
therefore languishing ninety-
seven places below Bermuda in
that year’s global league table. 

Which country made a greater
contribution to global ‘wealth’
that year?
�Dizo Kora, by email

BRICS and MINTs
In the short article in issue #14
(Can intra-BRICS cooperation
advance amid economic
gloom?) Oliver Stuenkel says
that “things seem to have
largely gone downhill for the

The Global Forum section of Making It is a space for interaction and
discussion, and we welcome reactions and responses from readers about
any of the issues raised in the magazine. Letters for publication in Making It
should be marked ‘For publication’, and sent either by email to:
editor@makingitmagazine.net or by post to: The Editor, Making It, 
Room D2142, UNIDO, PO Box 300, 1400 Wien, Austria. 
(Letters/emails may be edited for reasons of space).

GLOBAL FORUM
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BRICS countries (Brazil, Russia,
India, China and South Africa)”
and outlined the problems
facing each of them. Oliver then
went on to say that “doubts about
the utility of the BRICS acronym
are misguided”. I disagree.

It was the economist Jim
O’Neill who came up with the
acronym, claiming these
countries could rival the
advanced economies. But
grouping them together was
always a superficial idea.

Now O’Neill has come up with
a new acronym – the MINTs – to
form an even more tenuous
grouping of Mexico, Indonesia,
Nigeria and Turkey. Most of
these countries remain trapped
in the North-South division of
labour of supplying raw

materials to the advanced
economies. This makes them
highly vulnerable to the ups and
downs of the commodities
markets. When the Chinese
boom helped pull commodity
prices up, the BRICS and MINTs
economies did well. But now
China is slowing down and
commodity prices are in retreat.

These labels of BRICS and
MINTs help financial markets
target countries where quick
profits can be made, rather than
sustained industrial
development. With the US and
Europe in depression,
speculative money has rushed
into countries such as Brazil
and Turkey. But the money is
now beginning to pull out,
partly because the US economy

is looking a bit stronger and also
because of the problems all the
“emerging economies”
themselves are struggling with. 

Oliver’s article has some
interesting insights into the
BRICS countries’ economic and
political problems but they seem
to be relevant for countries across
the South not just those selected.
� James Holmes, website
comment

South-South
cooperation 
In the main article in issue #12, 
I think Martin Khor raises an
important point when he says
that “much has been made of
increased trade among the
countries of the South, but much

of it consists of intermediate
components to be used in
assembling goods destined for
markets in the North.”

The fact is that companies in
the North do not ‘compete’ with
companies in the South; they
compete with other Northern
companies, especially to see who
can most rapidly and effectively
outsource production to lower-
wage countries in the South.
Much of the import activity in
global supply chains is in fully
finished goods. There is fierce
South-South competition
between producers for contracts
with Northern-led companies,
but hardly any North-South
‘competition’ as such.
� John Tresadern, website
comment

For further discussion of the
issues raised in Making It, please
visit the magazine website at
www.makingitmagazine.net and
the social networking Facebook
site. Readers are encouraged to
surf on over to these sites to join
in the online discussion and
debate about industry for
development.

ADVERTISEMENT
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What do you see as the most important
international issues for the G-77 within
the United Nations system in 2014? 
The G-77 is the largest intergovernmental
forum of developing countries, if not an
intergovernmental organization itself in a
structural sense. It gives voice to the
collective concerns and aspirations of
developing countries, which today stand at
around two-thirds of the total UN
membership. It negotiates on vital issues
with other groups, states and partners on
behalf of its members and peoples. 
It provides leadership on global issues of
concern or interest to the Group as a
collective. 

All issues would seem to coalesce into a
broader agenda of enormous importance
for both the G-77, as well as the other
partners, whatever angle one may
approach them from and, that is, the
review of Millennium Development Goals,
and the elaboration of the post-2015
Development Agenda and the Sustainable
Development Goals. All areas that the G-77
deals with would fall into this basket in
one way or another – whether it is poverty
eradication, employment creation,

development cooperation, restructuring
international financial architecture,
market access, climate change, energy,
food and water security, or other pressing
concerns relating to the environment and
sustainable development.
The G-77 is celebrating its 50th
anniversary this year. Some see the world
as increasingly divided between rich and
poor within national boundaries, and thus
believe that the ‘developed’ North and
‘developing’ South is an out-dated
concept. After 50 years, is South-South
development cooperation still relevant?
While the argument that there is North
within South, or South within North,
appears attractive, it is important to discern
the background against which this
argument has forcefully been put forward
for quite some time now. In my view, in a
way it serves a section of the North well,
since the fall in development assistance to
below the level agreed cannot be explained
in any other convincing way. It is in this
context, in part I think, that the concept of
South-South development cooperation has
developed. By which I mean that we, the
developing countries, need to help each

other where our strengths lie. This is
because poverty eradication and
development continue to remain the
utmost priorities of all developing
countries. This explains why South-South
cooperation is not just necessary but, in the
circumstances, is a reality. 
In terms of South-South development
cooperation, does the G-77 see industrial
development as a priority? In the context
of carbon emissions, industrial pollution
and climate change, and of growing
concerns about resource scarcity, do you
think the countries of the Global South
can follow the same model of production
and consumption as the countries of the
North?
Poverty eradication and development
cannot be pursued effectively unless they
are complemented by what many consider
is the one of the key drivers of
development, and that is industrial
development. It is logical that if South-
South development cooperation is to be
more meaningful and effective, industrial
development needs to be at the top of our
list of priorities. Extending this further, if
you would agree that industrial
development is a priority, the path you
take to pursue it, and all that is associated
with it, become priorities as well. 

Industrial development, like any other
process, has its own costs and benefits. 
We need to take it forward in a prudent,
effective, and environmentally friendly
manner, if we are to avoid the downside. 
We all know that, in as much as it has
yielded benefits, in situations where there
was no judicious regulation or sense of
contentment, it has contributed to
phenomena, including the ones that you
have mentioned. Although such
challenges are prevalent in a more
pronounced manner in countries of the
North, we in the South cannot be
complacent either. It is in this context that
I appreciate the concept of inclusive and

The G-77 at 50: ‘South-
South cooperation still
necessary, still real’

Interview with Ambassador Aliyar Lebbe Abdul Azeez,
Permanent Representative of Sri Lanka to the United Nations
Industrial Development Organization (UNIDO), and co-chair
of the Group of 77 (G-77) Vienna Chapter in 2014. 
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sustainable industrial development as
endorsed by the UNIDO General
Conference in its Lima Declaration
adopted in December 2013.
How does the G-77 view UNIDO’s vision
for inclusive and sustainable industrial
development (ISID)?
I believe ISID is not just a fast-emerging
trend today. It is in fact necessary and
inevitable. It is derived from the very
concept of inclusive sustainable
development, the intrinsic value of which
was reaffirmed at the Rio+20 Conference.
That it has been brought to bear on
industrial development is only natural. 

How to give effect to ISID? And what

mechanism could help best advance its
implementation? These are crucial issues,
and while we cannot shy away from
discussing them, it is not practical to
expect all these to be addressed at once.
This is where I believe that considerations
of equity and resilience in the overall
matrix of ISID are important. The idea is
to have an inclusive platform, which
means flexibility and understanding
among all members.

On the other hand, UNIDO needs to
continue the follow-up on the Lima
Declaration, and this would require ISID-
mapping as an internal strategy in order to
see what is the maximum it should seek to
achieve out of the process of elaboration of
the Post-2015 Development Agenda, and
what is the minimum it can be content
with. As we in the G-77 have stressed, to
implement ISID, both the UNIDO
Secretariat and member states will have to
work together. 
What are some of the ways in which the 
G-77 can advocate for the inclusion of a
Sustainable Development Goal (SDG) on
industrialization? 
In advocating for ISID, the G-77 is an
important platform but, as I stated before, 
we need to adopt an inclusive approach
which looks at a larger constituency, of
which the G-77 remains at the core. 

First, it can be done by continuing to build
a consensus on operationalizing ISID, with a
realization of its obvious benefits. Second,
there should be a multi-layered, multi-
setting cooperation, involving the
headquarters of the UN and other
organizations and agencies. Third, we need
to address what I think is a misconception:
that industrialization and industrial
development mean the same thing. In my
view, although these terms are used
interchangeably, industrial development is
the more appropriate concept because I
think it directly relates to, and is derived
from, the concept of development. 
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Ambassador ALIYAR
LEBBE ABDUL AZEEZ
was the chair of the
Group of 77 (G-77)
Vienna Chapter during
the first half of 2014.
The Group was
established on 15 June
1964 by 77 developing
countries during the
first session of the
United Nations
Conference on Trade
and Development in
Geneva. Although the
membership has
increased to 133

countries, the original
name has been
retained because of its
historic significance.
The main focus of the
G-77 Vienna Chapter,
which is supported by
the United Nations
Industrial Development
Organization, is the
promotion of technical
cooperation activities
and international
cooperation. The G-77
Chapter serves all the
Vienna-based UN
organizations.
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In discussions of the future of economic
growth, ‘business as usual’ is not an
option. The alternative, say many, is ‘green
growth’: growth that is resource-efficient,
low-carbon and socially inclusive. In this
line of thinking, green growth is the key to
managing climate change, bringing eco-
friendly development to emerging
economies, renewing economic structures
in industrialized nations, and creating
more jobs to employ a rising population.

Unfortunately, green growth is a myth,
or at least an inadequate response to the
challenges that lie ahead, because it
ignores the social, political and personal
dimensions of sustainability. It can never
cut deep enough into the structures of self
and society to secure a solution to the
crises that we face.

In some shape or form, green growth is
already happening. In Germany, for
example, both energy intensity and energy
consumption have declined slightly over

the past 20 years, while GDP has steadily
increased. But Germany has achieved this
largely by doing away with lots of its own
energy-intensive industries, and
outsourcing this part of the supply chain
to other parts of the planet – most notably
to China. The same is true for the UK
economy. And that’s the key issue: what
happens to green growth when there’s
nowhere left to outsource the most
important causes of your problems?

The central concept of green growth is
‘decoupling’: in other words, how to
increase the efficiency of the economy by
detaching production from its current
heavy use of finite resources. The idea is
that the ‘greener you shop’, the ‘more the
earth is saved.’ So, for example, new
technologies mean that the air coming out
of a car at its rear end can be cleaner than
at the front, while fuel is actually saved in
the process of driving.

Examples of ‘relative’ decoupling
abound, as in the German and UK
economies above. However, there’s no
evidence that green growth leads to any
‘absolute’ decoupling or permanent
reduction in ecological impact, whether
through lower carbon dioxide emissions,
reduced extraction of raw materials, or less
biodiversity loss. Fuel consumption per
miles travelled may be declining in these

Green growth or
post-growth?

economies, but total consumption is
growing; refrigerators may use less
electricity, but there are far more of them
in use and their combined ecological
footprint is increasing. Growth is still
growth, even if it is more energy-efficient.
In this sense, decoupling is also a myth.

The social and human consequences of
absolute decoupling are profound, and
that provides a clue to the continued
popularity of green growth, even though it
can’t deliver on its promises. After all, it’s

Assessing responses to the challenges that lie ahead, André
Reichel believes it is time for plan P – a post-growth strategy.

ANDRÉ REICHEL is a
research fellow at the
European Centre for
Sustainability Research
at Zeppelin University
in Germany. More
information about his
work can be found at
www.andrereichel.de
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growth, and growth exercises a powerful
hold on the imaginations of policymakers
across the world. The appeal of green
growth is clear: no fundamental change is
needed. Policies can be that little bit
greener. Business models can incorporate
more corporate social responsibility. But
the underlying structures of unsustainable
economies and lifestyles remain the same.

The problem – identified by proponents
of an “End to Growth” (Richard Heinberg)
or a “Great Disruption” (Paul Gilding) – is

that ecologically, any kind of growth
pushes against the limits of a finite planet:
the rising economic costs of climate
change and resource extraction (especially
unconventional gas and oil via hydraulic
fracturing and tar sands). Economically,
there are clear, diminishing returns to
growth in most industrialized economies.
In this sense, post-growth or de-growth
become the ‘new normal’ of economic
activities – like it or not.

The same is true for productivity gains:

the more efficient a process becomes, the
more difficult it is to squeeze out that extra
one percent of increased productivity.
Mats Larsson even argues that
“innovativity” – the ability to innovate new
products and production processes – has
inbuilt limits. If a product can be
produced at zero cost and in zero time, no
more innovation is possible. With
advances in information technology, that
possibility is rapidly becoming visible.

In post-growth or de-growth, the goal �

“The appeal of green growth is
clear: no fundamental change
is needed. Policies can be that
little bit greener. Business
models can incorporate more
corporate social responsibility.
But the underlying structures
of unsustainable economies
and lifestyles remain the same.”
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is not just to decouple economic activity
from its ecological impact, but to destroy
the connection completely. For example,
renewable energy production can supply
energy at zero variable cost. If the
infrastructure required is also produced
with renewable energy and recycled
materials, then the ecological impact could
be zero.

The de-growth movement calls for a
voluntary contraction of Northern
economies via shorter working hours, the
redistribution of wealth and income,
increased subsistence production and
collaborative consumption, and the
promotion of non-monetary, commons-
based economic interaction. Some room
for economic growth will still be left for
Southern economies to develop until the
bulk of the global population moves out of
poverty.

In this vision, the goal is a ‘steady state’
economy, which is both ecologically
sustainable and socially equitable: where
the physical size of the economy stays
within the carrying capacity of planetary
boundaries, while at the same time
ensuring a fairer distribution of, and
access to, all natural and social resources.
Post-growth is not just an economic 
goal – it’s the key to the realization of a 
just society.

The narrative of post-growth does have
its problems. An economy that doesn’t
grow might look rather dull. ‘Steady state’
appears to imply a static economy, perhaps
even a static society. However, even if the
German economy, for example, does not
grow, it would still need to produce and
sell products and services worth US$3.5trn
in purchasing power parity each year in
order to maintain its GDP.

So post-growth doesn’t spell the end of
the entrepreneurial spirit or of human

creativity or personal development – quite
the opposite. As John Stuart Mill once
noted:

“[it] is scarcely necessary to remark that a
stationary condition of capital and
population implies no stationary state of
human improvement. There would be as
much scope as ever for all kinds of mental
culture, and moral and social progress; as
much room for improving the Art of
Living, and much more likelihood of its
being improved, when minds ceased to be
engrossed by the art of getting on.” 

Are green growth and post-growth
incommensurably at odds? Some say “yes.”
Ralf Fücks, president of the green political
think-tank, Heinrich-Böll-Stiftung, in
Germany, argues for renewed optimism
about the possibilities of green growth via
new technologies, new forms of social
innovation, new taxes on resource use, and
‘green’ ordo-liberalism: the German
approach to economic questions that sits
somewhere between social liberalism and
neoliberalism by emphasizing the role of
government in ensuring that market
actors are able to produce socially and
ecologically desirable results.

From a post-growth perspective, all of
these levers are useful, but they leave out
crucial regulatory changes in the financial
sector, measures to promote large-scale
wealth redistribution, reduced working
hours, and encouragement for commons-
based forms of economic activity. Post-
growth advocates like Peter A. Victor and
Tim Jackson focus more on these areas
because they actively reduce growth or
make economic and social systems less
growth-dependent.

In the green growth paradigm, ideas
about sharing and the entire notion of the
collaborative economy are missing. But if
these social, political and personal
innovations became part of the paradigm,
as well as technology, then green growth
might actually be able to deliver on its

promises, so long as it relinquishes the
belief that growth is an end in itself.

However, doing this represents a huge
challenge to the ways in which societies
are currently organized, politics are
structured, and patterns of consumption
and cooperation are internalized in
personal values and behaviour. The social,
personal and political implications of de-
growth are enormous, which is one of the
reasons why green growth exercises such a
hold on the conversation.

MakingIt12
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For example, reduced working hours
would help to create more time for
community and cooperative activities, as
would a guaranteed basic income for all.
With that foundation in place, people
would be released from the treadmill of
having to earn more money to finance
their habits of over-consumption, and
social security, pensions, and universal
healthcare could be ensured. This would
also make social security systems less
dependent on continued economic

growth. These collaborative forms of
economic activity rest on the
development of new forms of
entrepreneurialism and alternative
monetary systems, like local or virtual
currencies, which establish a second
monetary system alongside fractional-
reserve banking.

We might call this new post-growth
economy a ‘civil economy’, a productive
economic system beyond the growth
imperative that promotes every kind of

wealth in cities and communities –
cultural and human as well as social and
economic. Taken together, these steps
would change the physical, economic,
social and mental infrastructure that
surrounds us in fundamental ways. They
will create a new normality in which we
use resources collaboratively, create and
live out values beyond the monetary, foster
closer social ties and community cohesion,
and abandon the relentless call of
perpetual economic growth.

“Post-growth doesn’t spell the
end of the entrepreneurial
spirit or of human creativity or
personal development – quite
the opposite.”
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� The State of Green Business 2014,
an annual assessment of corporate
sustainability trends and metrics,
paints a mixed picture.

The good news is that the art of
corporate sustainability continues
to evolve. What’s business as usual
today was, not that long ago,
innovative, even breakthrough:
bio-based products, accounting
systems that place a realistic value
on water and carbon, smart supply
chains that optimize
transportation, and renewable
energy that isn’t just for show. The
bad news is that for all of the
advancements and achievements,

the public that “sustainability”
isn’t just about preserving
icebergs, rainforests and
charismatic fauna – it’s also about
public health, community well-
being, food security, affordable
housing and alleviating poverty.

� Renewable energy jobs grew by
14% to 6.5 million employees
worldwide last year, led by the
solar panel industry, according to
a new report from the
International Renewable Energy
Agency. Employing a total of 
2.6 million workers in renewable
energy jobs, China led in hiring in
2013, followed by Brazil and the
United States. The solar industry –
spurred by increasing
photovoltaic panel installations in
Asia and falling prices – employed
2.27 million workers at the end of

trends

BUSINESS MATTERS

when you actually measure year-
on-year progress companies are
making, it’s a disappointing state
of affairs.

The report, produced by
GreenBiz.com and Trucost, looked
at the 500 US companies that
make up Standard & Poor’s Index,
and the MSCI World Index,
covering more than 1,600
companies in 24 developed
markets. In most cases, progress
over the last five years is
incremental. In some cases, it’s
flat, or even declining.

For example, total greenhouse
gas emissions among both US and

global market indices remain flat.
Intensity, which are emissions
normalized to economic activity, is
also largely unchanged. For all the
efforts companies are making, it’s
not leading to progress. It’s not
just carbon. The progress on water
use, air emissions and solid waste
is minimal, or worse.

But there remain reasons for
optimism, powered by significant
shifts in attitudes among
companies and their investors and
customers; the growth of
technology poised to leapfrog
progress and accelerate change;
and a growing recognition among

Speaking at the UNIDO
General Conference in Lima in
December 2013, United Nations
Secretary-General, Ban Ki-
moon, backed industry to help
the world address formidable
challenges. Ban said that the
post-2015 development agenda
would not be achieved “without
a close partnership with the
industries that promote growth
and jobs.”

Ban commended the
member states of UNIDO for
adopting a new Lima
Declaration, which stresses the
relevance of inclusive and
sustainable industrial
development as the basis for
sustained economic growth.
The Lima Declaration, Ban said,
“creates the foundation for the
coming decades of UNIDO’s
important work as the central
agency in the United Nations
for all matters related to
industrialization.”

The Secretary-General
highlighted three ways in which

Ban backs industry to deliver
UNIDO is especially well-
placed to contribute to
“steering the human family on
a safer, more prosperous and
sustainable path”. Firstly, he
said, the agency can help build
on progress made in reducing
poverty and shape the future
global development agenda. 

“We will not eradicate
poverty without the industries
that promote innovation and
technology transfer. Industrial
development can also be a
powerful enabler, powerful
engine, of social development
by creating opportunities for
women and young people.”

Second, said Ban, UNIDO
and industry can create
momentum for environmental
sustainability.

“Industry needs to take on
greater responsibility for
cleaner production and
improved resource efficiency.
Industry must protect the
planet’s resources and
emphasize sustainable

consumption and production.”
The third area where UNIDO

can contribute, Ban said, is in
helping to meet the challenge of
climate change. 

“Climate change is a serious

threat to the development and
prosperity of all the nations….
Greenhouse gas emissions
continue to rise. We need to
progress further and safer and
faster.”
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2013, largely concentrated in
China, the report said. The biofuel
industry, with 1.45 million
employees, and wind energy, with
830,000, were the second and third
largest employers.

� In a forthcoming report, the
Inter-American Development Bank
(IADB) is calling for industrial
policies in Latin America. This is a
welcome development, writes
Andrés Velasco, a former
presidential candidate and finance
minister of Chile, in an article for
Project Syndicate. 

Velasco’s preview of Rethinking
Productive Development: Sound
Policies and Institutions for Economic
Transformation points out that the
IADB does not speak of industrial
policies, and instead uses the
politically correct phrase

“productive development
policies”. But, he writes, “the
message is clear: in Latin America,
the state and public policy should
have a role in deciding what gets
produced. A generation ago, this
message would have been
heretical. Today, it is a matter of
common sense.”

The IADB report states, “There
is now a growing consensus
among policymakers and analysts
alike that by putting all industrial
policy out of bounds, the region
may have thrown out the baby
with the bathwater. More and
more, the question is not put in
terms of whether to do active
productive development policies
but rather how to do them.” 

� Migrant entrepreneurs have
created one in every seven British

companies, according to the first
comprehensive analysis of official
data about founder origins.

Almost half a million people
from 155 countries have launched
United Kingdom-based businesses
that are currently trading with at
least £1m (US$1.68m) in revenue,
according to research by DueDil, a
research company, and Centre for
Entrepreneurs (CFE), a think-tank.
Together they are responsible for
creating 14% of British jobs.

Damian Kimmelman, chief
executive of DueDil, said the
research proves “that migrant
entrepreneurs are hyper-
productive, net contributors to the
UK economy.” 

“History tells us that the most
productive states always
encourage intellectual and
technological ferment; that’s 

what we’re seeing in Britain
right now, and we must
celebrate it,” added
Kimmelman.

The research found that
entrepreneurial activity among
the migrant community was
nearly double that of UK-born
individuals: 17.2% had
launched their own businesses,
compared with 10.4% of those
born in the UK.

The largest group of foreign-
born founders in the UK are
Irish, followed by Indians.
Germans are in third place, the
research found, ahead of US
American and Chinese
entrepreneurs, in fourth and
fifth. Poland is the sixth-biggest
supplier of migrant business
founders, ahead of France, Italy
and Pakistan.
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A transatlantic coalition of
centre-right figures from
politics, academia and business
has come together to
reinvigorate environmental
debate on the right of politics. 
In February 2014, the London-
based Conservative
Environment Network
published Responsibility and
Resilience: What the Environment
means to Conservatives, with
contributions from Arnold
Schwarzenegger, former New
York mayor Michael Bloomberg,
Paul Polman of Unilever, Ian
Cheshire of Kingfisher, and
James Wolfensohn, ex-president
of the World Bank, amongst
others. The core themes that
emerged from the report are
economic resilience and
competitiveness, the facilitation
of competition via open
environmental markets, and
reconnecting with historic
definitions of Conservatism.

Speaking at the report launch
at the UK Houses of Parliament,
Ben Goldsmith, Chair of the
Steering Committee of the
Conservative Environment
Network, said, “This is the most
wide-ranging and ambitious
doctrine on the environment
ever to come from business and
the conservative movement…
The bigger message is that only
the conservative tools of
competition and the free market
are powerful enough to deliver
the environmental security and
economic resilience we need for
a stable society.”

Goldsmith continued, “The
effect is to completely explode
the myths that the environment
belongs on the left of politics or
that business is not leading on
this issue. Centre-right parties
around the world must now
make the running with smart,
growth-orientated
environmental policies.”

Centre-right tries to
reclaim the green agenda

Ban Ki-moon
addressing the
UNIDO General
Conference in
Lima, Peru,
December 2013.
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Sameer Dossani
considers how a
BRICS bank could
be a different, and
better, kind of
development
bank 

New
bottle.
How’s
the
wine?
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At the 2012 Delhi summit of Brazil, Russia, India, China
and South Africa (BRICS), the leaders of the five nations
agreed to launch a BRICS development bank. The
following year in Durban, the initiative was given a name:
the New Development Bank (NDB). While perhaps not
the most original of monikers, the name does beg
questions – how new is the New Development Bank?
Whose development are we talking about here? And does
the world need another multilateral bank?

[Editor's note: With the establishment of the New
Development Bank during the BRICS summit in
Fortaleza, Brazil, in July 2014, we should get some
answers to these questions soon.]

Do we need a new development bank?
The World Bank and its sister institution, the
International Monetary Fund, established 70 years ago,
have lent billions to developing countries. Yet, in their
heyday – in the 1980s and 1990s – these institutions did
not produce results in terms of poverty reduction or even
in terms of increasing economic growth. In almost all
regions, inequality skyrocketed during this period. Even
now, with the exception of Latin America, the gap
between rich and poor continues to grow.

While the World Bank would be quick to point out
that it cannot be blamed for these failures, it is telling that
institutions supposedly meant to foster development
have, to this day, very few examples of countries that they
have actually helped to develop.

Part of the failure can be attributed to the triumph of
ideology over evidence. “Washington consensus” policies
– fiscal and trade liberalization, privatization and budget
austerity – were required of every developing country that
sought international assistance. The results have not
been pretty. As has been extensively documented, the
period from 1980-2010 was in part defined by extremely
slow growth globally. Where growth did occur in the
North, it often turned out to be the result of speculative
bubbles. In the South, the only countries to grow were
those that ignored Washington consensus policies –
China, Malaysia, Singapore and a few others – and used
state-backed borrowing and investment to drive an
industrial policy.

In the last decade or so, middle-income countries,
including the BRICS, have been investing in – and
sometimes giving what we would usually call ‘aid’ to – less
developed countries in Asia, Africa and Latin America.
China is by far the biggest player here, but Brazil, India
and others are also extending their reach.

What does the increasing role of Southern countries
as agents of ‘development’ in other Southern countries
mean for the world’s poorest and most marginalized? Is
this yet another layer of exploitation, or do these events
possibly offer a way out of poverty to communities who
have been denied their rights for centuries? Will the NDB
help countries improve policies and practices or will it be
a mechanism whereby rich countries, like China, gain
access to more resources and markets using the fig leaf of
multilateralism?

There are no straightforward answers. But before we
explore deeper, we should be clear about what is not on
the table.

Whose development model?
Progressives have long critiqued the development model
of the North being exported to the South as
environmentally and socially exploitative. The focus on
GDP growth to the exclusion of other aims (externalities,
in economic jargon) is highly problematic, especially in
countries that do not yet have strong social and
environmental regulations. In countries like India, social
movements have strongly opposed a development model
focussed on urbanization, infrastructure development,
and on expanding market reach, which almost
necessarily entails the destruction of traditional and
indigenous communities and lifestyles.

Even in a best-case scenario, initiatives like the NDB
are unlikely to challenge any of this – quite the opposite;
they are likely to take a GDP-centred, Northern-
development-model approach. That is the model that
these countries are following, with megaprojects like the
Three Gorges dam in China, the Jirau dam in Brazil and
the Kudankulam nuclear power plant in India being �
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showcased by their respective
governments as development
successes. But the NDB’s failure to
challenge the lack of environmental
and social protection in the
development model does not mean
that all hope is lost.

While the neoliberalism of the
1980s and 90s promoted a worldview
in which growth and a certain model of
development are ends in themselves, it did not
even deliver the growth and development that
it promised. Amidst recent triumphalism about
the achievement of the UN’s Millennium
Development Goals sits a sad truth: progress
against poverty has been made in only a handful
of countries. Take out China, Brazil and a few
others, and poverty reduction has a poor track
record in the last 30 years. Even GDP growth has
been disappointing at the global level (with a
handful of exceptions), and a lot of the growth
that has happened has been deeply inequitable
– consider Mexico and India for some of the
less equitable growth stories.

The failure is not surprising. Neoliberals argue that
countries should find their comparative advantage to
create a trade-based strategy to growth – countries should
export what they have. However, neoliberalism has never
explained why the economies of the US and Japan are not
dependent on the export of fur and fish, commodities
that they were exporting when they began their
development process.

True proponents of development understand that
industrial transformation, not comparative advantage, is
the key to the story. Countries like the US and Japan were
not developed as long as their economies were primarily
exporting raw materials – only when the economies
began to produce and export manufactured goods could
they be called developed (or even developing). The
process of industrial transformation is something that
the World Bank and IMF have not supported – in fact the
institutions have opposed and blocked these policies.

What the BRICS bank could do
Might a BRICS bank be different? It is certainly
possible. Many of the BRICS countries (China
being the most obvious example) are going
through the process of industrial
transformation themselves, with state support
for domestic companies a key component of
economic policy. And the BRICS countries
(unlike the G7 countries who still dominate the
World Bank and IMF) have no history of trying
to force economic policy down others’ throats.

To be clear, that does not mean that we can
expect better results in terms of human rights or

environmental protection. Early development in the UK,
for example, was characterized by high levels of pollution
and worker exploitation at every level. But it was a
development process (albeit an awful one) that centred
around the transformation from an agrarian economy to
an economy that manufactured goods. The NDB, if
consistent with BRICS rhetoric so far, should not hinder
(and might even support) this process of industrial
transformation.

Many non-governmental organizations (NGOs)
critical of proposals for a BRICS bank have pointed to the
decades of struggles to force the World Bank and other
international financial institutions to adopt and enforce
policies to protect vulnerable communities and the
environment. They point to controversial projects like
the Brazilian-Japanese-Mozambican ProSavana project,
which involves the state-owned Brazilian Agricultural
Research Corporation adapting Brazilian export crops
for Brazilian agribusinesses to start large-scale
agriculture projects in northern Mozambique, with
export infrastructure paid for by the Japanese aid agency.
The critics say it puts Mozambique’s small farmers at
risk, while benefiting Brazilian and Japanese
multinational companies in their production and
processing of soy, maize, sugar cane and other cash crops.

These criticisms are certainly valid; problems related
to bilateral financing of projects are likely to reappear in
these multilateral efforts. But it is unlikely that a
development bank can be founded in 2015 and not have
some kind of social and environmental protections in
place. What those protections will look like and how they
will be enforced are questions with which NGOs and
other stakeholders should be engaged.

Unfortunately, it is not clear how NGOs or other civil
society actors are meant to engage with this process.

� SAMEER DOSSANI, ActionAid
International’s advocacy coordinator,
has been working on issues of debt,

development, human rights and
international economic justice for

over a decade, including as director
of the NGO Forum on the Asian

Development Bank, and of 50 Years
Is Enough: US Network for Global

Economic Justice.
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Unlike other developing country formations (notably
IBSA – the grouping that includes BRICS countries
India, Brazil and South Africa), there is no formal
mechanism for civil society consultation or
engagement. Even if this does not change for the
BRICS, civil society organizations (CSOs) should be
pushing hard to include CSO consultations in the
policies and programmes of the NDB.

Despite its many potential flaws, the proposal to
establish the NDB should be viewed with cautious
optimism. The key countries driving the process – Brazil,
India and China – are not motivated only by a desire to
expand their political and economic influence. They are
already doing that without an international development
bank. They are also motivated by a desire for legitimacy,
coupled with a desire to compete with (perhaps even
show up) the G8 countries that did not live up to
promises made in 2008-09 to give developing countries
more say over the IMF, World Bank and other
international finance institutions (IFIs). At that time, the
BRICS countries and others were promised more say
over the IFIs in exchange for putting in billions which
the IMF ultimately directed to Europe. The rich
countries have yet to live up to their end of the bargain.

The BRICS’ desire to be seen as the promoters of
‘genuine’ development gives campaigners an inroad to
help the BRICS countries define what genuine
development is. If the development discourse were to
focus less on mosquito nets and vitamins (important as
those may be) and more on sustainable economic
transformation, industrialization and job creation, we
might all be better off. Both the BRICS and CSOs can be
part of the process.

A bank that is willing to fund policies aimed at
economic transformation would be a step in the right
direction. But would it really contribute to development
and poverty reduction? There are a few things to
look out for on the off-chance that it can meet
this lofty goal.

First, the NDB should lend not just to BRICS
countries (which have many other potential
sources of income), but also the world’s poorest
countries.

Secondly, the NDB should not focus on a specific
sector, but rather it should fund those projects that
countries identify as key to their industrialization and
development policies. If that is not feasible – we are
already hearing that there will be sectoral focus on
infrastructure – it should only operate in countries where
investment in the niche sector is already part of the
national development strategy.

Thirdly, in addition to financing projects, the NDB
should be building up technical expertise, research and
documenting various development experiences. Despite
the noble efforts of some, there still is not enough
documentation on why and how countries develop. There
is even less documentation putting that theory into
practice in the context of a particular developing country,
and, where that documentation exists, it is usually
coloured by the political agendas of the World Bank and
the IMF. The NDB should build up a counterweight to
those narratives and work with underdeveloped countries
which may request help to develop their own strategies of
economic transformation.

A new global architecture
If the NDB is really trying to push in a different direction,
it should be cautious about working with the existing
IFIs, especially the World Bank and the IMF. While those
institutions are already preparing to greet the NDB as a
potential partner, partnership would come with a lot of

baggage for an institution promoting itself as an
alternative. In order to create such a genuine
alternative, it should look elsewhere, perhaps to
more participatory institutions like the Global

Fund for AIDS, Tuberculosis and Malaria.
In addition to a more democratic governance

structure, the NDB should ensure that
representatives from recipient countries are also
part of the process. There are many ways in
which it could do so – the best might be to
create a governance mechanism that includes
representatives from other structures, such as
the African Union or the Least Developed
Countries block, as well as members of

Southern civil society.
If the NDB can establish governance

structures more equitable, more
transparent, and more tilted towards
ensuring that the needs of poor
countries are at the fore, it may add to
the already building pressure for
meaningful reform of the Bretton
Woods institutions.
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Assaad W. Razzouk considers
how we are going to finance the
transition to a green economy.

Where’s 
the money?

ASSAAD W. RAZZOUK is a
Lebanese-British clean energy
entrepreneur, investor and
commentator. He is Group
Chief Executive and co-founder
of Sindicatum Sustainable
Resources, a global clean
energy company
headquartered in Singapore; 
a board member of the
Association for Sustainable and
Responsible Investment in Asia;
and a board member of the
Climate Markets and
Investment Association.
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According to the United Nations
Intergovernmental Panel on Climate Change,
the Earth is set to warm by 4 to 5 degrees
compared with pre-industrial levels, warming
that will wreak devastating effects on the
planet and lead to massive destruction, loss of
life and loss of subsistence for millions. In
order to avoid this outcome, the International
Energy Agency says we need US$1trn a year
until 2050 to finance a transition to green
growth and green lifestyles.

Where is this US$1trn going to come from?
First, based on research by the Climate Policy
Initiative, three-quarters of all climate
financing already comes from the country it
is spent in. We will need (and will have to get)
funding from most countries, even very poor
ones, though that’s not the same thing as
saying we need it from their public purse:
climate change is a global “commons” and
requires every individual, company, and
country to participate in its solution.
Countries with little capacity to reduce
emissions and adapt to climate impacts will
nonetheless have a deep-pocketed private
sector which can contribute.

What matters is how the private sector
can be made a full partner in the fight against
climate change. The private sector already
accounts for more than 60% of global
climate finance and if we are to get to
US$1trn in annual climate finance flows, 
it will have to account for the majority 
of funding.

MakingIt20
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Second, we also know that out of this
US$1trn, US$100bn or 10% is intended to
come via the Green Climate Fund, a UN
institution which joins an alphabet soup 
of international climate support vehicles,
including the GEF or Global Environment
Facility, the CIFs or Climate Investment
Funds, the UN climate talks’ “Adaptation
Fund” and another thirty-five
organizations listed as “UN partners on
climate change”. The Green Climate Fund
is supposed to facilitate the mobilization of
the US$1trn annual flow of capital needed
for climate action.

So how do we make the private sector a full
partner, while getting the Green Climate
Fund off the ground?
Private sector mobilization is
straightforward: we must continue our
efforts to introduce a carbon price across, at a
minimum, all G20 economies. Carbon
markets represent up to 50% of the solution
in the fight against global warming and a
carbon price is critical to mobilize the private
sector (which accounts for 70% of global
GDP and 70% of employment). Domestic
carbon markets are spreading and linking up
around the world, and by 2015 are likely to
cover some four billion people. Yet fossil fuel
industry lobbying continues to deliver
watered-down versions of this effective
instrument. Green bonds, for example, 
won’t get off the ground at the scale we need
without a carbon price (and a rising curve 
for carbon prices) to help price future cash
flows correctly.

Getting the Green Climate Fund off the
ground with US$100bn in annual spending
power is just as challenging. For now, the
US$100bn is nowhere to be seen, a symptom
of a larger malaise. There are several factors
behind a social movement’s likelihood to
succeed, and, to date, the climate movement
has spectacularly bungled all of these factors,
but none more so than the need to give rise
to stabilizing institutions to give it
permanence and efficacy. The track record of

climate funding from UN-related
institutions leads one to despair: between
them, these vehicles disbursed a total of
US$15bn over the past 20 years, an average of
US$750m per year, a far, far cry from
US$100bn.

Contrast the current state of international
climate funding, in particular the Green
Climate Fund, with the Global Fund to Fight
AIDS, Tuberculosis and Malaria. The Global
Fund is an international financing
institution set up in a partnership between
governments, civil society, the private sector
and affected communities, by combining
resources towards fighting HIV and AIDS,
tuberculosis and malaria through grant
programmes. Founded in January 2002 in
Geneva, just three months later it approved
its first round of grants for 36 countries.
Twelve years later, the Global Fund has
disbursed more than US$23bn, saving 
8.7 million lives: emphatic proof that global
co-operation can work and that when it does,
it solves global problems.

Why has the climate movement been
unable to give rise to effective institutions
of a size commensurate with the problem
we are trying to tackle?  
The Green Climate Fund has been a very
long five years in the making and is acting as
if it were deserted of common sense: while it
has received a paltry US$40m in pledges so
far, it spent all of it on its administration and
on board meetings around the world,

without a thought to approving even
symbolic grants to needy communities and
deserving projects. In typical fashion, in May
2014, it declared that it finally agreed on a set
of design rules, paving the way for its initial
capital to be raised, and accompanied this
“success” by announcing a French
contribution of US$1m (that’s 10% of 1% of
1% of US$100bn) to fund its own expenses!  

There are a couple of conclusions we can
already draw from the history of climate
funding mechanisms.

First, we need to stop reinventing the
wheel with new aid mechanisms. Greater
fragmentation is undermining the few
public dollars that are put toward mitigation
and adaptation annually. As the Global Fund
has shown, it is easy to raise massive
amounts of funding once the political will is
there.  In the case of the climate funding
mechanisms, whether it’s the Adaptation
Fund, the GEF, the CIFs or the Green
Climate Fund, we know that that financial
transaction taxes for example (well-tested,
tiny taxes on certain financial transactions,
also known as Robin Hood taxes) could 
raise US$300bn  a year globally. It’s time for
the G20 or the G7 to implement these 
Robin Hood taxes and, following the lead of
the Global Fund, voluntary taxes on aviation
as well.  

Second, it's time for the UNFCCC to be
vastly scaled down to an institution
providing technical input on monitoring,
reporting and verification, and accounting of
greenhouse gas emissions. After 20 years of
arguing that a tonne of CO2 is a tonne of
CO2, it’s now clear that’s not the case. 
The “tonne is a tonne” mantra is a key reason
behind the failure of international
negotiations, because the effort to reduce
emissions in one country is not the same as
that required in another. As we are
witnessing, governments are quite happy
developing emission-reduction policies and
measures on their own terms. Recognizing
this fact leads to the conclusion that the
UNFCCC’s function should now be greatly
reduced, with much less effort devoted to
trying to get countries to agree on
comparable targets and much more effort
devoted to ensuring the integrity of
underlying climate actions. With sound
monitoring, reporting and verification
principles accepted among all governments,
there is much greater scope for markets to
work to create long-term, rising forward
price curves against which the private sector
can invest.
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Philippe Scholtès and Tim Wall
consider the new forms of
partnership required to implement
innovative business models that
respond to commercial imperatives,
while also delivering on the
development front.

PHILIPPE SCHOLTÈS
is Managing Director
of the Programme
Development and
Technical
Cooperation Division
at the United
Nations Industrial
Development
Organization.

TIM WALL is Senior
Policy Adviser at the
United Nations
Global Compact.

KEYNOTE

ENGAGINGWITHTHE PRIVATE
SECTOR INTHE POST-2015
DEVELOPMENTAGENDA
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growth rates in many developing countries have
reshaped the global economy and opened up
new opportunities for learning and entering
into new activities and sectors. Developing
countries are not only accumulating valuable
sources of capital and labour but they are also
improving their skills and capacities to innovate. 

Such continuous changes in the global
economic landscape have been characterized by
a shift of wealth towards the East and South,
shaping new forms of promoting, as well as
financing, development. However, leading
technology and knowledge towards sustainable
growth and moving up the value chain is still a
challenge for most of the developing world.

Productive business activities are central to
development. A strong private sector is a key
driver of local economic growth, knowledge and
technology generation, job creation and the
provision of fundamental goods and services.
Therefore, both developed and developing
economies are increasingly realizing the
necessity of engaging the private sector as an
integral and dynamic agent of development, in
order to sustainably address the most pressing
global and national challenges. This is central to
continuing negotiations for the development
agenda that is to replace the Millennium
Development Goals (MDGs) beyond 2015. 

The problems facing our world today are too
massive and too interconnected for unilateral
approaches. Complex development priorities
require systematic and vibrant global
partnerships that succeed in connecting
funding and expertise with local resources,
implementation capacities and ownership – 
all essential for advancing towards our 
shared goals.

The development landscape contains many
aspirational partnerships which fall short of
implementing their bold objectives of bringing
together public sector, private sector, and civil
society entities to improve the lives of people
living in poverty. Common pitfalls include
misalignments between the global strategy and
the local execution; a lack of common
measurement systems for monitoring and
assessing progress; inadequate structures to
manage complexity; inability to create shared
value; and insufficient resources to guarantee
sustainability. 

Despite the collective development discourse
about the essential role of partnerships with the
private sector in advancing development at
multiple levels, good practices remain elusive;
many are ad hoc or rather limited, and often focus
on corporate social responsibility and
philanthropy, rather than core business activities.
Businesses also usually face obstacles to
contributing to the longer-term sustainability of
any development effort, mainly due to the lack of
an enabling regulatory environment or the
necessary infrastructure that allows them to grow. 

Undoubtedly, achieving key outcomes in
economic development, environmental
sustainability and inclusive growth entails
working together across sectors and industries
in new and more effective ways. Isolated and
disaggregated efforts frequently fail to generate
the desired results due to partnership
approaches which are incompatible with the
complexity of the challenges. 

As we reflect upon how to better engage the
private sector as a key partner for sustainable
global development beyond 2015, one cannot
over-emphasize the need for multi-stakeholder
dialogue mobilizing the full resources of the
international community, if we are to deliver
measurable results on the ground.

How does an ambitious post-2015
development agenda create a business
partnership strategy and structure that works 
at the global, regional, and local levels?

Meeting this challenge effectively will go a
long way towards ensuring progress in the
current post-2015 negotiations. This entails
identifying new forms of partnership that put
forward innovative business models that
respond to commercial imperatives, while also
delivering on the development front. 

Whereas private revenue streams for
development are highly sought-after by 
donors, non-governmental organizations
(NGOs) and national governments as a means 
of mobilizing alternative sources of funding,
budget concerns alone are not the main
imperative. When partnerships build on the
resources, capabilities and influence of a range
of stakeholders to tackle complex challenges,
they become powerful mechanisms to 
accelerate development.

Today, transformative development solutions
through business exist with the capabilities to �
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have profound impacts on areas including:
gender equality, human rights, climate change,
agriculture and food, water and corruption. The
private sector has been traditionally the driver of
technology development and innovation,
representing a hub for technical progress. It has,
moreover, proven to have considerable ability to
combine inventive capacity with access to finance. 

But businesses are already engaging in
development in a variety of ways – from
initiatives seeking to identify new models of
incorporating responsible behaviour in core
activities, to more traditional initiatives striving
to leverage business supply chains and the
production process. One particular area where
the private sector has played a critical role is in
creating innovative solutions to climate change
and energy security, which often demand fine
coupling between capital and ground-breaking
capability. Creating and engaging in platforms
for dialogue and knowledge sharing with the
private sector can unlock the potential of
relevant actors, directly impacting the
effectiveness of partnerships. 

The Green Industry Platform’s work to ensure
more sustainable business practices in
manufacturing refers to these initiatives, driven
largely by large and small companies adjusting
their business model to deal with today’s
complex and resource-constrained world. This
global multi-stakeholder partnership, launched
by the United Nations Industrial Development
Organization (UNIDO) and the United Nations
Environment Programme (UNEP), creates a
platform for businesses, governments,
international and civil society organizations to
work together, with a view to globally
minimizing the negative environmental impacts
of today’s businesses, through scaling up and
mainstreaming greening practices throughout
the global manufacturing and industry process. 

In fact, businesses that integrate sustainability
into their business models are increasingly
reaping greater opportunities for new markets,
innovation, resource efficiency and risk
management, while also adding long-term value
in economic, social and environmental terms. As
they are constantly encountering further
opportunities associated with development,
businesses are progressively more aware of the
need to adapt to the changing global development
agenda, and thus recognize the value of

partnerships and self-engagement in this context. 
Moreover, a number of partnerships focus on

helping to shape public policy as well as public
attitudes for improved corporate performance.
Respective policy advocacy in climate and energy,
as put into practice by the Caring for Climate
(C4C) initiative, is another example of leveraging
the private sector’s capacity for innovation to
target pressing global challenges. Launched by
the UN Secretary-General Ban Ki-moon in 2007
and jointly convened by the United Nations
Global Compact, the secretariat of the United
Nations Framework Convention on Climate
Change and UNEP, C4C offers engagement
opportunities to help prevent a climate change
crisis by mobilizing a critical mass of business
leaders to recommend and implement climate
change solutions and policies. The initiative helps
companies to advance practical solutions, share
experiences, inform public policy, shape public
attitudes and engage in public-private

partnerships. More than 350 companies from 
50 countries, which support the world’s largest
business initiative on climate change, are
prepared to set goals and publicly disclose
emissions as part of their existing disclosure
commitment within the UN Global Compact
framework. 

Multiple factors explain the accumulated
interest in supporting convergence between
business incentives with public policy objectives,
and more specifically, in its explicit integration
with achieving future sustainable development
goals. Despite the fact that we all talk about a
globalized world, the private sector is actually a
valuable point of contact for reaching local
people and meeting local needs. On the one
hand, business-reorienting practices around
systemic development issues can create positive
economic, environmental and social spillovers
by promoting local development, inter alia,

“Transformative development solutions
through business exist with the capabilities to
have profound impacts on areas including:
gender equality, human rights, climate change,
agriculture and food, water and corruption.”
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creating local infrastructure, generating new
sources of income, and empowering different
groups – particularly the poorest, advancing
open markets and enlarging the possibility for
local commodities to be exported. On the other
hand, their commercial interests in safeguarding
supply chains, embracing new investment
opportunities, developing new markets targeting
the poor and protecting themselves from future
shocks, are also preserved. These kinds of win-
win solutions are what we need to be looking for.
As such, this is a pressing opportunity to ensure
a deep and central focus on business
engagement within any post-2015 discussions. 

National governments are also exploring new
ways to enter new sectors and develop new
activities in order to accelerate economic growth
and strengthen their production apparatus, so as
to maintain high and inclusive growth.

Transforming their production structures is
critical to that effect, and in return will empower
them to overcome context-specific needs. 

Investing in transforming and upgrading
domestic production structures is as important
for developing countries today as the design and
implementation of industrial policies. In order
to better adapt to the world’s changing landscape
and to drive economic and industrial growth as a
means to address poverty and sustainable
development priorities, developing economies
are dedicating considerable efforts to identifying
new forms of partnerships with domestic and
foreign companies to enhance technology
transfer and linkages. They are also
simultaneously investing in supporting
innovation and the development of small and
medium-sized enterprises (SMEs), with a view 
to building up domestic production capabilities
and foster diversification. Building inclusive 
and sustainable value chains by upgrading and
strengthening the competitiveness of local

producers for their successful inclusion in local,
regional and global value chains has proven to
significantly benefit from the participation of
these producers in embedded business networks
and partnerships.

Non-traditional forms of partnerships are also
notably populating the international
cooperation landscape, particularly as these
alternative approaches (e.g. South-South and
triangular cooperation) create new channels for
making available further development resources,
both in terms of expertise, knowledge and
funding. Private investment flows from the
Global South continue to hold the potential to
significantly leverage the development impact 
of partnerships.

The success of reaching inclusive and
sustainable industrial development calls for
dialogue with the private sector to build
collaborative partnerships, create synergies in
investments, identify mechanisms to channel
and mobilize resources, and improve domestic
institutional capacities, at the national, regional
and global levels.

Depending on the sector, businesses can
deliver both commercial and development goals
through their supply chains, their distribution
networks and the benefits they grant to their
employees. UNIDO and the UN Global
Compact’s expertise in industry-related
knowledge and their track record in fostering
business partnerships offer valuable resources for
facilitating and/or brokering synergies between
the public and private sector, thereby enabling
investment opportunities that are inclusive and
sustainable and supporting skills development to
stimulate innovation and productivity. 

That said, we must continue to encourage
partnerships that seek to scale up interventions
involving the private sector core activities or
dealing with under-investment in development
challenges. Getting the public and private sectors
to work together is in itself a challenge, and the
need for coordination at multiple levels further
contributes to its complexity. However, the
discussions shaping the post-2015 development
agenda are reaching a crucial stage, and thus the
case has never been more compelling for
mutually-reinforcing partnerships, enabling
contributions from a variety of stakeholders to
effect the transformation needed for a more
prosperous and sustainable future. 

�

“Developing economies are dedicating
considerable efforts to identifying new

forms of partnerships with domestic
and foreign companies to enhance
technology transfer and linkages.”
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Naoko Ishii on how the Global
Environment Facility is working
with the private sector to generate
results on a global scale.

From problem
to solution:
Working with
industry for 
the global
environment
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If we break down environmental degradation
into causes, consequences, and solutions, we
see industry represented in each category.
Non-renewable energy production, the use of
dangerous persistent organic pollutants,
contamination of water resources,
overfishing, and clear-cutting of forests are
all examples of industrial contributions to
global environmental degradation. When we
look at how rising sea levels driven by climate
change could inundate business-intensive
coastal areas, or how energy price shocks
from declining non-renewable resources
disrupt business output, we see the
vulnerability of industry to the consequences
of environmental degradation. And when we
consider the ways in which private enterprise
can contribute to innovative and
transformational approaches to solving
environmental problems, we see industry
integrally involved in the solution to these
environmental threats.

The next decade will likely see world
population grow by 700 million. An
estimated 50% growth in economic output
will expand the ranks of middle-class
consumers by as much as one billion people.
Feeding this expanding population will
require new techniques in industrial-scale
agriculture, while meeting the consumption
demands of a growing middle class will be
both a challenge and an opportunity for
industry. To meet these demands sustainably,
we have to place a more accurate value upon
natural assets such as fresh water, clean air,
forests, and fisheries. 

It is with these challenges in mind that 
I have developed a four-year plan for the
Global Environment Facility that emphasizes �

NAOKO ISHII (CEO and
Chairperson of the Global
Environment Facility)
pictured with a GEF banner
at the 2013 Chemicals and
Wastes Conference of
Parties to the Basel
Convention. The banner is
filled with signatures of
beneficiaries of of the GEF’s
chemicals projects in China,
Kenya, Mexico, the
Philippines, and Tanzania.
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a partnership approach to tackling
environmental problems, and it is critical
that the private sector, including industry, be
an integral player in that partnership, along
with international organizations, nations,
and civil society. Comprehensive
engagement with industry is a vital part of
the GEF’s long-term strategic effort,
GEF2020, and the next four-year funding
cycle, GEF-6, which got under way in July
2014. Only with the participation of the
private sector can we place an accurate value
on natural capital, and fully incorporate that
value into the way decisions are made and
progress is measured. We intend to use the
convening power of the GEF, in concert with
our partners, to ensure that all key actors –
from local communities to national
governments, the private sector, civil society
organizations, and indigenous peoples –
recognize the part they must play in finding
and implementing solutions. 

Much of what we do in support of
bettering the global environment involves
interaction with industry, whether the tuna
fishery or chemical production plants or
appliance manufacturers, or mining
concerns, or agribusinesses. The GEF’s
primary responsibility is to support efforts
under treaties to address climate change,
biodiversity, forests, land degradation,
desertification, chemical pollutants, and
international waters. We are also financing
projects under the new Minamata Treaty on
Mercury, opened for signature in Japan in
the fall of 2013. Our climate change
programmes include engagement with
producers of renewable energy systems and
energy-efficient lights and appliances. 

Our biodiversity and international waters
efforts have engaged the fishing and forestry
industries in collaborative efforts. We have
seen dramatic progress through the work we
do with partner institutions with private
industry in reducing the use of persistent
organic pollutants. And a key focus of our
land degradation work is to ensure that the
agriculture industry, particularly in climate-
vulnerable regions, can provide secure food
supplies for growing populations. 

During GEF-6, which has just been
strongly endorsed with US$4.43bn in
pledges from 30 donor countries, we will be
implementing new “Integrated Approaches”
to addressing environmental challenges,
including a project aimed at addressing the
environmental pressures created by the
global trend toward urbanization. The
Sustainable Cities Integrated Approach will
involve GEF engagement with local
governments, civil society, and private
industry to identify ways to manage the
urbanization trend in a sustainable way.
China will be the focus one of the first
Sustainable Cities projects. A new World
Bank Group study on China urbanization
emphasizes the importance of addressing
the environmental consequences of
urbanization through the use of market-
based tools such as taxes and trading
systems for carbon, air and water pollution,
and energy. GEF will be integrally involved
in developing and supporting these
strategies.

Local, national, regional, and
international institutions should work to
strengthen engagement with the private
sector because the private sector has the

capital, institutional knowledge, technical
expertise, and implementation experience to
make sustainable development a reality.
Through a cohesive institutional strategy on
private sector engagement the world can
magnify its impact by redirecting and
increasing the volume of private investment
flowing toward sustainable activities. 

The GEF has developed a number of
ongoing initiatives in the industrial sector
geared toward achieving environmental
benefits and sustainability. 

In China, the GEF has provided funds to
reduce the risk involved in large volume
International Finance Corporation (IFC) loan-
guarantees to help unlock lending for energy
efficiency projects from commercial banks in
China. GEF involvement has served as a
catalyst resulting in replication of an effective
energy efficiency lending model across the
country. Through the en.lighten program, the
GEF is effectively working with private sector
partners across 55 developing countries to
improve the energy efficiency of public,
residential, commercial, and industrial
lighting. The Global Efficient Lighting
Partnership Programme, or en.lighten, is
enabling participating countries to save a
combined US$7.5bn and reduce carbon
dioxide emissions by 35 metric tons per year.

Through the Global Cleantech
programme for small and medium-sized
enterprises (SMEs), GEF is helping
entrepreneurs who nurse and hatch
innovative ideas on clean technologies such
as renewable energy, energy efficiency, and
water and waste management, in
participating countries, namely Armenia,
India, Malaysia, Pakistan, South Africa and

�
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Turkey. The uniqueness of the programme
lies in its competition-based approach to
identifying the most promising
entrepreneurs across a country, serving as a
driving force to inspire the instincts of
entrepreneurs and resulting in the efficient
use of limited financial resources.
Entrepreneurs participating in the
competition are eligible to receive support,
including extensive training and mentoring
on business plan development, product
development, and funding strategies. 

Targeting industrial parks and economic
development zones enables GEF to support
the optimal combination of industrial
activities to achieve greater impact in a more
integrated manner. An eco industrial parks/
zone programme in Viet Nam has improved
the environmental performance of targeted
zones by reducing emissions of harmful
chemicals, improving energy efficiency, and
reducing greenhouse gas emissions through
investments in clean, low-carbon technology
in the parks, and improving water usage and
reducing pollutants into surrounding water
bodies. Private companies in the zones will be
mobilized to actively participate in the
project activities. 

GEF plans to replicate a successful project
that addressed conflicting demands for fresh
water in the Hai River Basin of China, 
which includes the capital, Beijing, and 
the country’s fastest-growing city, Tianjin. 
The GEF and World Bank have supported 
key investments in satellite technologies to
reduce the use of water for irrigation and in
practical sewage treatment options for
smaller cities. The result has been sharply
reduced nitrogen pollution and sharply

increased increase in income for farmers
using new techniques that have increased
yields while reducing water consumption. 

A GEF-supported UNIDO TEST
approach engaged a number of countries
around the Mediterranean and aimed to
build national capacities by conducting pilot
projects within priority industrial areas
affecting the Mediterranean basin. The
project, funded by the GEF, Italy, and the
private sector, demonstrates resource
efficiency and enhanced environmental and
economic performance. The approach
targeted 43 industries in seven industrial
sectors, resulting in a range of
improvements including:
� Increased resource efficiency and cleaner
production.
� Eco-design of products.
�The introduction of improved
management systems, including
environmental management accounting and
the adoption of the CSR approach.
�And increased recycling rates and reuse of
wastewater. 

The project delivered approximately 1,000
man-days of training, yielding savings of 
US$17m, 9.7 million cubic metres of water,
and 263 gigawatt-hours per year. The project
ultimately leveraged US$20m in private
sector investment for cleaner technology for
participating companies. This approach has
been replicated in a number of freshwater

basins and large marine ecosystems around
the globe.

Reducing the discharge of toxic substances
is an essential element of river basin
management. In Slovenia, GEF helped create
an innovative environmental credit facility to
reduce the discharges of nutrients and toxic
substances into the Danube River Basin,
helping Slovenia meet European Union
standards. The initiative supports industrial
companies, livestock farms, and small
municipalities that are planning to undertake
investments to reduce water pollutants. In
Slovenia, the GEF worked with the European
Bank for Reconstruction and Development to
test the use of financial intermediaries in
lending to small and medium enterprises.
The US$57.8m framework credit facility was
channelled through local banks to provide
loans to private sector companies and smaller
municipalities for investment projects to
reduce water pollution. 

If we are successful in our engagement
with the private sector, we will bring about an
important transition in the green movement,
from one in which private industry was seen
as a major cause of environmental
degradation to one in which the private sector
is a critical contributor to protecting the
environment and achieving sustainable
growth. As CEO of one of the most important
international investors in efforts to better the
global environment, I am convinced that the
GEF is on the right track in seeking
partnership with the private sector in our
endeavours. Only this way can we leverage
scarce public resources with private
investment and entrepreneurial know-how to
generate results on a global scale.

A man looks over
the world’s biggest
roof-based solar
system in the
southern German

town of Buerstadt.
The 40,000 square
metre installation
produces 4,500,000
kilowatts per year.
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Amid renewed interest in industrial policy, Erik Solheim
considers the role of development assistance.

Industrial development 
in a changing world

Pi
ct

ur
e:

 G
av

in
 H

ou
th

eu
se

n/
D

FI
D

MakingIt32

makingit_16_pp32-33_solheim_print  22/07/2014  11:10  Page 32



ERIK SOLHEIM is Chair of the Organization for
Economic Cooperation and Development (OECD)
Development Assistance Committee. Previously,
from 2007 to 2012, he held the combined portfolio
of Norway’s Minister of the Environment and
International Development.
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The world has seen tremendous
improvements over the past decades and
industrial development has been a strong
force for global development. Billions of
people and entire countries have been
brought out of poverty.

Chinese manufacturing increased from
3.5% of world total in 1990 to 20% today. It is
not a coincidence that China has become the
world’s biggest producer and brought 600
million people out of poverty in the same
period.

Fifty years ago, the Republic of Korea was
one of the poorest countries on the planet.
Through industrialization, aided by good
government policies, it became one of the
most technologically advanced societies on
Earth. Think of Samsung, the global market
leader in phones, or Hyundai, one of the
world’s most valuable brands. They have even
brought us the all-time YouTube hit,
Gangnam Style.

From the African continent, Ethiopia has
set itself an ambitious target of becoming a
middle-income country without increasing
its carbon emissions. The plan is to increase
agricultural productivity, strengthen the
industrial base and produce green energy.
Ethiopia recently opened Ashegoda Wind
Farm, the largest in Africa. Economic growth
has been above 10% over the past decade.

If governments frame the markets in the
right way, industrialization can help grow
economies, fight poverty and combat climate
change. Successful industrial development
requires good leadership, the right policies
and sufficient investments.

Countries have to be in charge of their
own development and industrialization.
Governments should set the directions and
provide the right incentives for the private
sector. As Norway’s Minister for Environment
and International Development, I remember
receiving Ethiopian Prime Minister, Meles
Zenawi. I invited him to speak to our
industrialists. “We need you”, he said. “We
need your capital, your knowledge, your
experience. But these are our priorities! If you
cannot align with Ethiopian policies, there
are plenty of opportunities elsewhere in
Africa.” All the businesspeople told me that
they liked this straight talk. Clarity and
predictability is important when businesses
invest. Countries are different and there can
be many paths to development. Korea,
Singapore and China have followed different
models. But all have had strong government

incentives to encourage the development of
industry. National leadership is key.
Companies should align behind the
priorities of the host government, but also
demand leadership and strategic direction
from governments.

Choosing the right policies makes all the
difference. The Chinese, Brazilian, Turkish or
Ethiopian success stories are mainly about
replacing bad policies with good. The rise of
the South has renewed the interest in
industrial policies. Industrial policies in
developing countries are either designed to
increase competiveness of existing
companies or support the creation of new
sectors. Many countries are exploring cluster
support to increase the competitiveness of
existing sectors. For example, the Rwanda
Development Board has identified six IT
clusters, from cloud computing to app
development, with the aim of turning
Rwanda into a knowledge-based economy
similar to that of Singapore. Last year, a deal
was concluded with Korea Telekom to
provide access to 4G internet across Rwanda! 

Developing countries are also exploring
ways to enter new sectors. Setting up
investment funds and development boards
are effective policies. Public procurement can
also create market demand and foster
innovation. Companies tend to embrace new
challenges when there are money and
contracts to bid for. Companies need skilled
workers and skills helps countries move up
the global value chain. In spite of
improvements, access to a skilled workforce
is of major concern. In Latin America, the
Middle East and North Africa, more than 35%
of businesses identify inadequately skilled
workforces as a major constraint to their
operations.

China was among the top five countries
for trademark registration in 2010, but the
capacity for innovation has a way to go in
many developing countries. Korea and Japan
spend more than 3% of GDP on research and
development, while developing countries
often spend less than 1% of GDP. However,
South-South trade and investment are
introducing new forms of technology
transfers. In Africa, China has been
particularly active in infrastructure, Brazil in
agribusiness and India in generic drugs. We
increasingly see that Chinese and Turkish
clothing manufacturers are relocating to
Africa looking for lower production costs.
This represents a great opportunity for Africa
to embrace manufacturing.

The renewed interest in industrial policy

poses new opportunities for policymakers
and industry alike. More information on
this is available in the Organization for
Economic Cooperation and Development
(OECD) report, Perspectives on Global
Development 2013 – Industrial Policies in a
Changing World. The report presents a
number of emerging issues in the
development debate and highlights new
policy trends in developing countries. 

There are about 1 billion people in the
world with no access to roads, 1.5 billion
without electricity, and still many without
access to the internet. Building
infrastructure and creating jobs in
developing countries will require large
amounts of money. Most of it will come
from the private sector and domestic
resources, but development assistance can
play an important role. Development
assistance can work as a risk alleviation
tool to mobilize private resources.

A loan guarantee for a hydropower
plant can bring huge benefits without
costing the guarantor a penny. Today, a
development finance tool such as a
guarantee would not be considered
development assistance unless the project
fails. Success should be encouraged. The
OECD Development Assistance
Committee is currently working on
modernizing the way in which we measure
and monitor development assistance to
encourage more development flows. We
must have a system that allows for
innovation and does much better at
leveraging additional money out of the
private sector. One way to do this is to have
broader, transparent measures of
development finance from the
perspectives of both what effort the donor
is making and what the benefit is to the
recipient. The Development Assistance
Committee will be working on these
measures through 2014 with inputs from
partner countries, the private sector and
civil society.

I look forward to working with United
Nations Industrial Development
Organization and the truly inspiring
Director General LI Yong to figure out how
we can use development assistance to
mobilize more resources for
industrialization. 

makingit_16_pp32-33_solheim_print  29/07/2014  15:51  Page 33



MakingIt34

G
ra

ph
ic

: J
os

é 
M

en
de

s

makingit_16_pp34-37_post2015africa_print  22/07/2014  11:11  Page 34



MakingIt 35

Charles Abugre Akelyira outlines a
new form of global partnership in
which Africans can drive the post-2015
development agenda for themselves

FINANCING 
AFRICA’S POST-2015 
DEVELOPMENT
TRANSFORMATION

Unlike the Millennium Development Goals
(MDGs) that were literally imposed as part of
the aid compact, African governments,
organized under the African Union (AU),
have been proactive in fronting their
priorities for a post-2015 development
agenda. The Common African Position (CAP)
agreed by heads of state and government in
January 2014, proposes six priority pillars for
the new development agenda. These are: 
� structural economic transformation and
inclusive growth that provides employment,
food self-sufficiency and addresses
inequalities; 
� science, technology and innovation to
drive economic progress; 
� people-centred development that aims at
zero extreme poverty, addresses inequalities,
and provides equitable access to basic social
services, while underpinned by good
governance; 
� environmental sustainability including,
responding to climate change; 
� peace and security achieved through
conflict prevention and tackling the root-
causes; 
� finance and international partnerships,
emphasizing domestic resources
mobilization and rooted in principles of
solidarity and mutual interests. 

The scale of the resources needed 
Although African governments have not yet
estimated the scale of resources needed to
achieve the post-2015 goals as outlined in the
CAP, undoubtedly these will be extensive.
Sectoral estimates generated by the United
Nations suggest additional financing needs
for developing countries in excess of

US$1trn annually. To finance Africa’s cross-
border infrastructure needs (energy, water,
telecommunications and transportation)
alone,the Programme of Infrastructure
Development in Africa (PIDA) estimates a
minimum of US$360bn. Add other
infrastructure needs for rural development
and public service delivery, and the
investments needs could rise to US$100bn
annually. Add the cost of human resources,
social protection, and adaptation to climate
change, and we are looking at US$1trn
annually. Factor in outflows and the net
resources would be even bigger.

Such volumes of resources cannot be
realistically met by external capital inflows
alone. This accounts for the CAP’s emphasis
on economic transformation as the key
driver of growth, savings, investment and
taxation. 

Structural transformation 
Even though Africa’s GDP has expanded,
multiplying nearly five-fold compared to
2000 figures, amounting to about US$2trn,
due to economic growth and the re-basing of
GDP calculations, this is still smaller than

the United Kingdom’s economy. With a
savings rate of about 17%, the volume of
resources that can be derived for
investments plus debt servicing is less than
the GDP of South Africa.

The logic for prioritizing structural
economic transformation in the CAP is that
sustainable development financing is
ultimately based on a capable economy from
which healthy savings, investments,
consumption and tax revenues are derived
to fuel growth, deliver services and reduce
inequalities. In Africa, this will require
altering the structure of economies to
reduce dependency on primary
commodities, increase the share of
manufacturing in GDP, and increase
productivity in small-scale agriculture 
and value-added services. 

The structural transformation agenda also
hopes to alleviate the enduring impacts of
the roughly 1,000 Structural Adjustment
Programmes (SAPs) imposed on the
continent, which prioritized among others,
the export of raw materials, and a slim state
that plays no active role in the productive
sectors of the economy and saves money �
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for debt-servicing. SAPs accelerated 
de-industrialization and the crisis of
production, leading to an overwhelming
dependence on international development
assistance, much of which was channelled
into debt servicing and consumer imports.
Whilst the MDGs sought to ameliorate the
increase in extreme poverty, they
nevertheless retained the essential 
elements of this model of development. 

Prioritizing domestic resources
The CAP prioritizes domestic resources
mobilization, focusing on three sources;
aggregate savings derived from per capita
income growth; taxation; and domestic debt
(e.g. local currency bonds). Although less
profiled, public expenditure deficit
financing is especially critical for counter-
cyclical purposes. 

Tax is already the biggest source of public
finance in developing countries and is also
critical for building accountable
democracies; for redistribution to reduce
inequalities; and, for creating incentives for
industrialization and green economies.
African governments already raise over ten
times more revenue through taxation than
aid. Even if only the “low-hanging fruit” are
addressed, the result would be enormous.

As Official Development Assistance (ODA)
declines and and Foreign Direct Investment
(FDI) becomes increasingly volatile and
concentrated, taxation will become even
more important for the provision of services
and public investments. If all African
countries raised just 15% of GDP in revenue,
there would be an additional US$200bn at
their disposal annually – which more than
meets the critical infrastructure needs. The
key challenge is to take steps to increase the
tax-to-GDP ratio. 

In an ideal scenario, and given the CAP’s
concern to reduce inequalities, countries
would increase their domestic revenues
through progressive taxes that have little or
no impact on the poorest and significant
impact on the richest. Special attention
should be paid to the gendered impact of tax
reforms: avoiding a gender-neutral fiscal
system and redistributing income from
men to women to compensate for the
opposite effect in the economy and society at
large. However, few African countries have
the capacity to conduct the distributional
analyses of tax reforms (by income group or
gender), and this would be a worthwhile area
to invest in to help achieve effective
monitoring of equality and equity. 

International dimension of 
domestic taxation
Domestic tax space is affected both by
administrative capacity and the distribution
of global taxing rights. Due to less diverse tax
bases, developing countries, including those
in Africa, are more dependent on corporate
taxes than those derived from personal
incomes (except payroll taxes). Tax avoidance,
illicit capital flight and tax incentives are all
factors that disproportionately constrain
developing countries’ current revenues. 

Across the globe, the majority of
corporation tax revenues come from
multinational companies. The division of
these companies’ tax bases is determined by
national policy and administration, and by
tax treaties, all influenced by international
tax rules, in particular the UN and OECD
model tax treaties and the OECD transfer
pricing guidelines. 

Yet international rules are not politically
neutral – with implications for the
distribution of taxing rights between
different groups of countries. A
commitment to shift the distribution of
taxing rights over multinationals towards
developing countries would provide African
countries with a sustainable increase in
revenues, while boosting the benefits from
inward investment. 

Illicit financial flows, taxation and 
financing post-2015
Illicit money refers to money that is
illegally, illegitimately and unethically
earned, transferred or used. Some of these
flows are obvious – earnings from illegal
and criminal activities and laundered
across borders. 

Estimates of the magnitude of these illicit
financial flows (IFF) from developing
countries vary enormously because of their
hidden nature. Annual losses in recent
years from Africa range as high as
US$100bn, with the long-term average
exceeding 10% of recorded GDP. Even
allowing for substantial uncertainty, this
order of magnitude is dramatic. Moreover,
when we compare exposure in relation to
GDP, sub-Saharan Africa (SSA) emerges as
the most exposed region to IFF, and this is
related to exposure to commodity trade,
FDI and short-term capital. On average, in
2002-2011, SSA saw outflows of 5.7%
compared to a below 4% average for all
other developing countries. 

The bulk of the losses from commercial
activities emanate from fraudulent trade
pricing, estimated by the Global Financial
Integrity to have channelled over US$60bn
illegally out of five African countries alone –
Ghana, Kenya, Mozambique, Tanzania and
Uganda. The tax loss from this alone
amounts potentially to 12.7% of Uganda’s
total government revenue, followed by
Ghana (11.0%), Mozambique (10.4%), Kenya
(8.3%), and Tanzania (7.4%). 

Curbing these outflows is critical for
Africa’s financing needs. Action is required
at three levels – national, regional and global
– and involves curtailing the anonymity of
the beneficiary ownership of companies,
trust entities and foundations; requiring
automatic exchange of financial
information for tax purposes among
countries; and requiring multinational
companies to report their profits where they
are made on a country-by-country basis.
Transparency is the key to curtailing IFF. 

“The logic for prioritizing
structural economic
transformation is that
sustainable development
financing is ultimately
based on a capable economy
from which healthy savings,
investments, consumption
and tax revenues are
derived.”

�
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Transforming FDI and managing ODA
In 2010, FDI overtook ODA as the primary
source of international capital into Africa, but
it is concentrated in a few countries and
sectors (mainly natural resources,
telecommunications and finance). FDI exerts
greater impact on development if it expands
productive capacity, enhances sectoral
linkages, transfers technology and
complements domestic resources
mobilization by reigning in tax evasion/
avoidance.

In the natural resources sector, benefits are
maximized with enhanced cross-sectoral
linkages and higher shares of natural resource
rents. The African Mining Vision seeks to
ensure that the minerals sector serves Africa’s
transformation agenda. It needs to be
highlighted and implemented as a core part
of Africa’s post-2015 financing strategy.

ODA will continue to have a critical role in
placing Africa’s growth on a sustainable path
and still falls far short of pledges and the 0.7%
target. ODA is particularly critical for
countries with less than US$500 income per
capita, including those emerging from violent
conflicts and where revenue mobilization is
challenging.

In the 2002 Monterrey Consensus on
Financing for Development, leaders
committed to a “substantial increase in
official development assistance [to help]
developing countries achieve internationally
agreed development goals and objectives”.
However, although ODA has increased
steadily since the introduction of the MDGs,
rising from US$58bn in 2000 to a projected
US$125bn in 2010, it falls short of the 0.7%
promises.

To enhance beneficial ODA impacts, the
Paris, Accra and Busan Principles on Aid
Effectiveness should be observed to make
ODA predictable and reliable, aligned with
recipients’ national development priorities,
and with better coordinated donor aid
delivery modalities. It should also address the
donor political economy conundrum: the
tension between ‘instant results’ and building
resilient systems.

Managing remittances
The value of financial remittances from
African migrants abroad has grown
significantly and now exceeds ODA. The
potential to manage remittances for structural
transformation is immense. Ethiopia’s
diaspora bond has succeeded in attracting
hundreds of millions of dollars for the
construction of the millennium dam project,

signalling an untapped potential. This
informs the decision by the AU heads of State
and Government to establish an African
Institute for Remittances to study, monitor
and develop incentives and investment
products to harness the development impacts
of remittances. The cost of sending
remittances to Africa is however higher than
the average for other developing countries
and should be addressed as part of the global
partnership for development.

Innovative Sources of Finance
Innovative financing mechanisms have been
at the forefront of discussions on sustainable
development financing. In order to raise
adequate resources to finance the ODA
commitments arising from the G8 Gleneagles
Summit in 2005, former Prime Minister
Gordon Brown, proposed the International
Financing Facility, a government bond aimed

at raising resources from the capital markets
in order to finance the front-loading of aid.
The Facility did not fly because rich countries
would not take the risk. Other proposed
mechanisms such as international airline
taxes, taxes on fertilizers, lotteries, oil and fats,
advanced market mechanisms for financing
risks related to market failures, carbon
trading, the financial transaction tax (the so-
called ‘Robin Hood tax’) etc. are yet to prove a
significant source of resources globally or in
Africa. Notably these mechanisms are mainly
tax-based. Clearly, curbing tax evasion and
aggressive tax dodging globally is a necessary
condition for the success of innovative
financing strategies. 

Pension funds
Pension funds are by far the largest source of
long-term savings. Properly managed in the
context of well-designed economic
transformation strategies, they can catalyze
long-term and strategic investments. Pension
funds are at the centre of the PIDA
infrastructure initiative, with Kenya and
Ghana committing US$5bn and US$2bn of
their pension funds respectively. Badly
managed, through poorly conceived projects
and unreasonable returns to foreign capital,
these funds could be endangered. Greater
public accountability is indispensable to the
integrity and sustainability of such initiatives.

For financing and global partnerships to
address Africa’s long term needs, it is
imperative that they be guided by such
principles as robust analysis of financing
needs; policy coherence and space; long-term
stable financing; developmental and justice
principles; and domestic resource
mobilization, among others. 

Addressing global systemic constraints
As noted earlier, Africa is highly integrated
into the global economy but as a primary
commodities exporter. Its social and
economic conditions are highly sensitive to
external macroeconomic conditions that
affect the flow of capital, commodity prices
and policy space for economic
transformation. Its ability to finance its
development therefore rests heavily on the
global financial and trading systems as well as
the external macroeconomic environment
which lie outside its control. Therefore, the
issue of how the international community can
best support the financing of Africa’s
development requires not only an increase in
direct transfers but systemic reforms to create
the necessary conducive environment. 

CHARLES ABUGRE AKELYIRA is a
development economist who has worked 
as a researcher and lecturer, and as an NGO
activist and development professional in
several parts of the world. He is currently the
Africa regional director for the United Nations
Millennium Campaign, based in Nairobi,
Kenya. 

The above article draws on the report,
Structural Transformation and the Challenge of
Financing Africa’s post-2015 Development
Agenda, co-written with Atieno Ndomo. 
The report is a synthesis of a February 2013
forum in Johannesburg where African
thinkers, parliamentarians and civil society
organizations met to develop a shared
narrative of what the post-2015 development
agenda should look like in an African context.
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Mongolia’s economy is booming. Driven 
by the exploitation of its vast mineral
resources, the country’s gross domestic
product (GDP) has grown on average by
more than 9% in the last decade. In 2012,
the economy expanded by 12.5%. However,
despite this success, analysts agree that the
current economic model is not sustainable.

The World Economic Forum’s Kristel van
der Elst believes that “Mongolia’s long-
term economic success depends
significantly on how well it is able to
develop its mining industry and manage 
its revenues, but also on its ability to
diversify and build trade and investment
relationships with its neighbours.” 

Mongolia has vast natural resources of
copper, gold, uranium and coal. In a recent
article in The Atlantic, Max Fisher wrote,
“With China’s increasingly insatiable
appetite for exactly the minerals that its
northern neighbour boasts in abundance,
Mongolia is joining a small class of once-
impoverished Asian nations that are getting
rich by selling to Beijing. The problem is that
Mongolia’s wealth is not sustainable. If the
Chinese economy takes a sudden downturn,
as it might, the Mongolian economy could
shut down almost overnight. Even if that

doesn’t happen, there’s no question that one
day, maybe in 50 years or maybe in 20, the
coal mines will empty.”

In its latest report, the International
Monetary Fund states, “In view of the
uncertain external environment, Mongolia
needs to change course to reduce its
vulnerability to external shocks.” For its part,
the World Bank states that it wants to help
Mongolia “build a sustained and diversified
basis for economic growth and employment
in urban and rural areas”. 

Social and environmental costs
Meanwhile, the United Nations Development
Programme (UNDP) warns that the rise of the
Mongolian economy has come at the cost of

the social and environmental dimensions of
sustainable development. Approximately 30%
of the population still lives below the poverty
line, and the UNDP notes, “There is a growing
disparity in income and this has given rise to
various elements of social unrest, including
increased alcoholism, domestic violence and
unfettered migration to urban centres.” 

Mongolia’s population of three million
people is spread over a vast territory of 1.5m
square kilometres, two and a half times the
size of France. About 40% live in the capital
Ulaanbaatar, which continues to absorb a huge
influx of migrants from the countryside. 
A quarter of the population is composed of
herders who lead a nomadic existence.

The UNDP states that Mongolian
production processes and practices involve
high energy-intensity and raw materials
extraction but that energy-efficiency
mechanisms and modern production
technologies are rarely available in the mining
sector. The result is that large amounts of
waste and pollutants are being generated and
released into a once pristine environment.
Greenhouse gas emissions and atmospheric
particulate matter in urban areas are such that
the annual average particulate matter
concentrations are 14 times higher than World
Health Organization’s recommended level.

Scenarios
A World Economic Forum report published in
early 2014 offers advice on the strategic
decisions the government needs to take in
order to guide the country towards long-term
sustainable and diversified growth. A number
of scenarios for Mongolia’s future economic
development are presented. 

One envisages a future where China
becomes a world leader in green technology
and the circular economy, thus opening up
new opportunities for Mongolia to diversify

Lookingtodiversify

MongoliaCOUNTRY
FEATURE

Head of state: Tsakhiagiin Elbegdorj has
been President of Mongolia since 2009
Government: The Democratic Party won
the largest number of parliamentary
seats in the June 2012general election
but fell short of a majority and formed a
new ruling coalition with a number of
smaller parties
Population: 2.84m (2012, Asian
Development Bank estimate)
Percentage of the total population living
in urban areas: 63
Percentage of rural population with
access to an improved water source in
2012: 61 (46% in 2004)
Percentage of the total population using
the Internet: 18
Main exports: mineral products, textiles
and textile articles, natural or coloured
stones, precious metals and jewellery
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into green products and services, such as solar
and wind-power generation and high-end
organic food products. 

Another sees Mongolia at the heart of a
dynamic economic area comprising Northern
China and Eastern Russia, combined with an
integrated, open North Korea. In this scenario,
Vladivostok is a thriving seaport benefitting
from an opening of Arctic sea lanes, and the
free movement of goods and people across
borders is commonplace.

There are signs that the government agrees
on the need to change course and diversify. 
In 2012, the government established a new
‘core’ Ministry of Environment and Green
Development and, in mid-2014, it unveiled a
three-month-long plan designed to boost
infrastructure, mining, manufacturing and the
development of small and medium-sized
enterprises. Infrastructure spending proposals
included the building of a road to connect the
landlocked nation’s two neighbours, Russia
and China; the construction of thermal power
stations; and the development of two
economic free trade zones.

Manufacturing
While noting that there are various routes to
diversification, the United Nations Industrial

Development Organization (UNIDO) is
encouraging the government to implement
policies that will help develop a competitive
and high value-added manufacturing sector.
A recent UNIDO report on Mongolia refers
to historical and empirical evidence showing
that countries that produce and export
manufactured products experience faster
long-term growth and are eventually able to
diversify into even more advanced industries. 

Mongolia’s manufacturing sector is small
and accounted for only 6.2% of GDP in 2012.
Of the total economically active population
of around one million people, only 48,000
were employed in the manufacturing sector.
The UNIDO report states that the small
overall population limits the size of the

domestic market, and that the challenge is
to identify those manufactured products
that it is feasible to support initially, in the
sense that they use local raw materials, can
be produced economically and compete in
international markets. 

UNIDO recommends an industrial
strategy based on two main pillars. First,
steps should be taken to improve the quality
of manufactured products for specific niche
markets. “The country could improve the
quality of those products which require
unique Mongolian raw materials, design or
processes. The establishment of a
marketing structure and trade associations
is vital to promote traditional products of
Mongolian origin. There is great potential
for exports of high value-added industrial
products based on cashmere, yak hair, sheep
wool, camel hair and red meat.” 

Second, UNIDO proposes the aggressive
promotion of Mongolian products in
international markets, including
participation in specialized fairs and
branding. “Mongolian manufactures 
should be recognized for their quality, their
unique identity and by price differentiation,
for all of which a coherent marketing
strategy is required.”
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Why is green growth important to Mongolia?
Mongolia’s environment is relatively very
pristine. We have a number of very
ecologically important areas that are not
only important for Mongolia, but also for
the region, for the world.  We have 17% of
our country already preserved as protected
areas and national parks, and also we have a
traditional, nomadic, livestock herd, which
directly depends on pastures. 

At the same time, especially in the last
five to six years, our economy has been
growing very fast, based on resource
extraction and mining. As the economy is
growing fast, we have to be very careful,
and because it is based pretty much on
mining, which is a ‘brown’ industry, we
have to be especially careful to have
environmentally friendly growth. With all
the revenues from mining, our Gross
Domestic Product has grown 10 times
since 1998. Also our budget is going up.
There are planned investments in

infrastructure, energy and roads, and also
there is a big migration to the cities.
Large-scale urbanization is taking place,
so we have to look at housing projects 
as well. 

So, now that all these plans and projects
are starting, it is very important to have
green elements from now on during the
planning and also at the start of the
projects, because the decisions that we
make now will impact our environmental
footprint for the next 30-40 years. That’s
why it’s important to have green elements
in our decisions, and that why we are
fighting for green development. 
What are some of the policies Mongolia
has put in place to pursue more
sustainable growth?
In 2012, we passed a package of
environmental legislation. We upgraded
the environmental rehabilitation (of
mining areas) to higher standards, and, for
the first time, we introduced the pollute-
and-pay principle. So, for example, from
2014 on, industries will have to start paying
water pollution fees. At the same time, we
are introducing a number of elements
where we are promoting and giving tax
reductions and incentives for the use of
cleaner technologies and equipment. 
For example, there is a list of equipment 
and technologies that will have a zero tax 
on sales. 

We also drafted a Green Development
Strategy for the country. So, now that

Mongolia is growing very fast, we are
aspiring to have more environmentally
friendly and greener growth, especially
because mining is one of our major
industries. Once the Green Development
Strategy is approved by the Parliament, we
will have different sectors with a plan on
how to turn a ‘brown’-sector economy into
a more green economy. 

We are also discussing energy-efficiency
legislation in the Parliament. We do already
have a carbon tax. We are one of the main
exporters of coal in the region, so we have a
coal export tax, and the revenues that come
from of the coal export tax go to the Clean
Air Fund. It has existed for the last few
years, and it is spent on improving the air
quality in the capital city and other
provincial centres. 
How do you expect Global Green Growth
Institute to help Mongolia?
We are looking for knowledge, solutions,
and the best technology choices.
Knowledge is always power. It takes time 
to put knowledge and solutions together.
Especially now we are trying to transit to 
a greener development strategy, it’s very
important to have this knowledge,
experience and solutions. We are looking
for the knowledge sharing. In the current
globalized world, I think knowledge is one
of the top investments that anybody can
make, so we are looking for that. 

Interview: SANJAASUREN OYUN, Minister of Environment and Green Development

Sanjaasuren Oyun tells the Global Green Growth Institute
(GGGI)* about Mongolia’s future green economic development.

*The GGGI is designed to be an open, global
platform to support experimentation and collective
learning by developing countries seeking to leapfrog
the resource-intensive and environmentally
unsustainable model of industrial development
pioneered by advanced economies in an earlier era.

“We plan to turn a ‘brown’-
sector economy more green”

SANJAASUREN OYUN was appointed
Minister of Environment and Green
Development in 2012. She has been a
member of the Parliament of
Mongolia since 1998, and is the chair
of the Civil Will-Green Party. She
served as the Minister of Foreign
Affairs between 2007 and 2008. 

MongoliaCOUNTRY
FEATURE
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In June 2013, Mongolia became be the
first country to join the United Nations
Partnership for Action on Green Economy
(PAGE), a major initiative to assist the
global transition to a green economy. The
initiative, between the UN Environment
Programme, the UN Industrial
Development Organization, the UN
Institute for Training and Research, and
the International Labour Organization is a
direct response to the outcome
document of the 2012 Rio+20
conference. 

The four UN agencies will provide a
comprehensive suite of green economy
services that will enable countries to
transform their national economic
structures to meet the growing demands
and challenges of the 21st century. More
specifically, PAGE will build enabling
conditions in participating countries by
shifting investment and policies towards
the creation of a new generation of
assets, such as clean technologies,
resource-efficient infrastructure, well-
functioning ecosystems, green skilled
labour and good governance. PAGE will
initially focus on seven pilot countries
and then expand to assist 30 countries 
by 2020. 

Speaking at the National
Implementation Workshop to Advance a
Green Economy and Green Development
in Mongolia  in Ulaanbaatar in May 2014,
Sanjaasuren Oyun highlighted the
momentum in Mongolia to advance
green development referring, in
particular, to the Green Development
Strategy, which she expected to be
adopted by Parliament in June 2014.
“Green economy and green development
are not only the priority for the Ministry
of Environment and Green Development,
but are also becoming important for
other ministries”, Minister Oyun stated,
citing the construction of green and
energy-efficient buildings as an example
where the collaboration of government,
the private sector and international
partners such as PAGE can advance 
green development.
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NimaliChipsandFibreMill

In the latest of a series focusing on
remarkable companies, Making It
profiles Nimali Gunawardana, the
founder of a Sri Lankan business
processing coconut husks.
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Nimali Gunawardana is one of seven children from an
underprivileged family in rural Sri Lanka. On leaving
school, she took a job as a machine operator in a
garment factory but she was determined to be
independent and soon took steps to open her own
business. 

In 2010, with money saved from her wages and loans
from friends, she brought the lease for a coir-producing
factory. (Coir is the fibrous material found between the
hard, internal shell and the outer coat of a coconut. It can
be used to make products such as floor mats, brushes
and mattresses, and in upholstery padding and sacking.
The global trade volume for value-added coir products is
valued at about US$140m annually, with India’s share at
about US$70m and Sri Lanka’s in the region of US$60m.)

Gunawardana soon realized she did not have the
business knowledge or experience to run a company.
More seriously, she was unaware that the business she
had acquired had a number of outstanding loans. After
just three months, she had to close the company, losing
around US$2,300. 

First business failed
“Once that business failed, I was determined to engage
in the same sector and to develop my skills,” said
Gunawardana, but no bank would lend her money to
start a new business. She was advised to contact Youth
Business Sri Lanka (YBSL), a business support
organization that is part of Youth Business International,
a global network of independent non-profit initiatives
helping young people start and grow their own business. 

YBSL gave her a week's business training, set her up
with her own mentor, and provided a modest loan of
US$780, which she used to buy much-needed
machinery. In August 2012, her new business, Nimali
Chips and Fibre Mill, was launched. YBSL helped her
find a regular buyer for her product, and later provided a
recommendation for a commercial bank loan, enabling
her to buy a truck for her business – a step which
significantly improved her credit rating.

Parental support
In an interview with the BBC, Gunawardana said, “When
I first started out in business, my parents did not agree
with my choice, mainly because I am a girl. In rural parts
of Sri Lanka, women like me are very rare. But now my
parents are proud, and they give me their support, as
does my husband.”

Nimali Chips and Fibre Mill, based in the southern
rural district of Ambalantota, turns discarded coconut
husks into three useful materials – coir, coir pith and
husk chips. The coir is sold to a company in the Sri
Lankan city of Galle which uses it to produce bed 

mattresses. The coir pith – also known as coco peat – is
the residue from the coir extraction and cleaning
process. It is sold to another Sri Lankan company that
exports to Germany, the UK and Canada where it is used
for horticultural and agricultural applications. The husk
chips, made by crushing the hard part of coconut shells,
are used as a growing material for plants, and also for
water filtration.

International award
Within a year, the company employed 13 people – 
11 women and two men, processed 15,000 coconuts a
day and was on track to generate an annual turnover of
US$39,000. Gunawardana was able to pay back the loans
she had borrowed from her friends. Such has been the
success of her new company that, in September 2013,
Youth Business International (YBI) awarded the 
25-year-old the global title of Start-up Entrepreneur of
the Year 2013. 

A YBI spokesperson said, “A woman running this
type of business in Sri Lanka is pioneering. She is a
businesswoman with a future…She has overcome many
traditional and gender barriers, and she has grasped this
business opportunity with both hands and run with it.”

Gunawardana is now planning to expand the
business. She wants to start making products from what
she produces, beginning with making coir into rope. 
In an interview with YBI she said, “I hope to establish a
stable enterprise. In two or three years, I hope to have
my own factory to manufacture coir mattresses and
twine. I also want to export chips directly to other
countries, without going through intermediaries.”

Youth entrepreneurs
Asked about youth entrepreneurship in Sri Lanka,
Gunawardana voiced strong opinions. “State and non-
state organizations should do more for youth
entrepreneurs. If these organizations provide the type 
of assistance provided by Youth Business International
to youth entrepreneurs, youth entrepreneurship in 
Sri Lanka could be raised to a higher level. Counselling
services, training programmes and competitions,
exhibitions, workshops should be organized to empower
youth entrepreneurs.”  

And her advice to others hoping to follow her trail-
blazing path? 

“My advice to youth entrepreneurs is not to give up in
the face of difficulties and to make a determined effort to
continue what they started. They should not hesitate to
seek the advice of experienced businessmen. It is my
belief that there is nothing called failure and it is only a
process that needs to be taken to the very end. There is
nothing one cannot achieve in this state of mind.”

“I am happy that I
have broken down
the traditional
barriers a woman has
to face in society” –

Nimali Gunawardana,
winner of the Youth
Business International
Start-up Entrepreneur
of the Year 2013.
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POLICY BRIEF

by NANKI KAUR, Senior Researcher in the
Climate Change Group at the International
Institute for Environment and Development
(IIED)

Progressive countries, including some of
the world’s poorest, are acting to green
their economies and build resilience to
climate change. There’s also a growing
appetite for investment in these areas. In
2012, governments and investors poured
an estimated US$359bn into projects
targeting low carbon and climate resilient
development. But a closer look at the
numbers reveals three big gaps:
� First, the sum invested to date is a tiny
fraction of the trillions of dollars it will cost
to decarbonize the global economy and
adapt to the impacts of climate change. For
developing nations, this gap is especially
worrisome. Rwanda, for instance, estimates
it faces a financing gap of approximately
US$100m per year over the next 20 years

for investments in climate resilience and
green economy.
� Second, private investments dominate
climate finance, accounting for 62% of the
total. But most private finance both
originates and stays in developed countries
where investors are more comfortable with
risks. This means developing nations need
to target international sources of public
finance to fill their funding gaps.
�Third, 94% of money invested in 2011
targeted mitigation – primarily renewable
energy and energy efficiency. This trend
has significant implications for the
majority of developing nations which have
low carbon emissions. They must instead
prioritize adaptation and will support
green economy initiatives only if they
contribute to development objectives.

The challenge for developing nations is
that the costs of making the transition to
climate resilient green economies will be
huge, and the actions needed come with

very specific financing needs. On one hand,
green economy initiatives have the
potential to bring returns on capital
investments and so can attract private
finance. On the other, climate resilience is
often a public good, and would ordinarily
need public finance in the form of grants.

Over the past year the IIED has worked
with seven countries – Bangladesh,
Ethiopia, Kenya, Nepal, Rwanda, The
Gambia and Zanzibar – to identify ways
public sector actors can respond to this
context and the emerging appetite for
investment in these areas. In March 2014,
policymakers met in Addis Ababa and
identified the following three steps:

Intermediaries
First, these countries have started to
recognize the roles of a range of
intermediaries, such as multilateral
development banks and national financial
institutions, in mobilizing and disbursing
climate finance.

There is also an increasing trend towards
establishing national climate change funds
such as those set up in Bangladesh,
Ethiopia and Rwanda. These support a
more programmatic approach to climate
finance, drawing in funds from national
and international sources and managing
the money to best effect.

Rwanda’s fund has been designed to
evolve as different sources of finance and
new investment areas become viable. In the

How developing
nations can close
climate finance gaps
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short to medium term, the Ministry of
Natural Resources manages the fund to
mobilize and disburse public sources of
finance, while the Development Bank of
Rwanda manages a credit facility to
incentivize private sector investment. If
investments into low-carbon, climate
resilient development become
commercially viable, the Fund has the
scope to evolve and be managed as a
venture capital fund over the long term.

Rwanda is unique in that it has adopted a
pioneering approach, because it foresees
big shifts in the financial landscape and a
future in which purely private investments
will dominate. It is using financial
intermediaries to create a phased approach
to managing climate finance.

Instruments
Second, countries are using a range of
economic and financial instruments to
target different investors and the specific
investment needs of climate resilience and
a green economy. For instance, Ethiopia
and Kenya are using economic
instruments such as power purchase
agreements and feed-in tariffs that aim to
secure and enhance the financial returns
from high-risk investments in renewable
energy.

Bangladesh and Ethiopia are using
financial instruments such as insurance
and guarantees to reduce the risk to
investors. Public sector entities in all seven

climate resilience and green economy
goals into planning and budgetary systems
in order to ensure the long-term
sustainability of climate finance, and to
manage funds more effectively. Nepal’s
climate change budget code and Rwanda’s
on-budget approach to finance
disbursement provide interesting
examples of how such systems can achieve
this.

These evolving trends in the design of
intermediaries, economic and financial
instruments and financial planning
systems show how many developing
nations are taking important steps to
ensure they are ready to receive, manage
and disburse climate finance from both
public and private sources as they make the
transition to climate-resilient, green
economies. They are not just sitting
waiting for money to flow. They are setting
up the systems and institutions that will
create new money from old.

countries use grants and concessional
loans to finance investments in climate
resilience. National financial institutions
like private banks and micro-finance
institutions are also using capital
instruments like debt and equity finance to
unlock private capital.

Planning systems
Third, policymakers are focusing
significantly on financial planning systems
– especially institutional arrangements and
budget and planning systems. Every dollar
needs to generate several more. They are
keen to ensure that institutions with
existing capacity – especially absorptive and
financial management capacity – take the
lead in managing climate finance, to
achieve investment outcomes that are
greater than the sum of their parts.
Examples of such institutions include:
� Ethiopia’s Ministry of Finance and
Economic Development which is
responsible for the financial management
of the country’s Climate Resilient Green
Economy Facility
� India has accredited its National Bank
for Agricultural and Rural Development as
its implementing entity under the
UNFCCC Adaptation Fund – making it
responsible for accessing and managing
multilateral sources of climate finance. 

Policymakers are also keen to ensure that
institutions such as national planning
commissions should lead efforts to
coordinate action on climate change,
especially funding decisions, as their
‘bird’s-eye view’ of investment priorities
across sectors is advantageous. This
enables them to allocate finance to a
cohesive investment portfolio that ensures
the supported projects do not duplicate
existing activities within development
plans. In Rwanda, a team from the Ministry
of Finance supports the national climate
change fund’s technical team to do this.

Policymakers are keen to integrate
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By PETER RICHARDS, IPS – Inter Press Service

Ralph Gonsalves, the prime minister of 
St. Vincent and the Grenadines, says the
promises of money by the “biggest polluters
in the world” for small island developing
states (SIDS), like his, to adapt to climate
change are a mostly a “mirage”. But as chair
of the 15-member Caribbean Community
(CARICOM) grouping, Gonsalves will be
playing a lead role in getting the region to
coordinate a united front on climate finance.

“We agreed on the establishment of a task
force on climate change and small island
developing states to provide guidance to
Caribbean climate change negotiators, their
ministers and political leaders in order to
ensure the strategic positioning of the
region in the negotiations,” he told IPS
following a CARICOM summit in
Kingstown, St. Vincent, in March 2014.

Gonsalves said the region is now preparing
for two important meetings in September:
the United Nations Climate Change Summit
in New York and the Third United Nations
SIDS International Meeting in Samoa.

Guyana’s President, Donald Ramotar, told
IPS that it was important for the leaders
themselves to get involved in the
negotiations and “to make our voices heard
on this matter, because as you know we have
been the least contributors to climate
change, but we are among the first to feel
the big effects.”

Ramotar said the tragedy that occurred
when a slow moving low-level trough hit St.
Vincent and the Grenadines, Dominica and
St. Lucia on Christmas Eve last year, killing
more than a dozen people and leaving
damages estimated at more than US$100m,

“is just the latest reminder how vulnerable
our region is”.

The task force must now “find areas
where CARICOM can agree on”, he said.
“This is a critical decision by heads [of
state] at a time when efforts are underway
through the UN to have a global climate
change agreement by the end of 2015.”

“We need to ensure that as a region, our
voices are being heard on this important
issue, and not only from our technical
people, but from the collective political
leadership in the region,” Ramotar said,
stressing the need for a globally binding
agreement.

“We have to ensure that we push for a
climate change agreement by 2015 which is
ambitious in terms of emission reduction
targets and providing climate financing,”
he added.

The communiqué that followed the
CARICOM summit in March “lamented
the fact that much of the promised
resources had not been forthcoming but
emphasized the need for the Caribbean
Community Climate Change Centre
(CCCCC) to work with member states in
order to have projects prepared to access
financing when it did become available.”

Guyana, for example, has been playing a
lead role with regards to climate change,

and priority projects on adaptation are
outlined within its Low Carbon
Development Strategy (LCDS), which seeks
to address the effects of climate change
while simultaneously encouraging
economic development.

Gonsalves said that on the question of
adaptation, there is a whole menu of
initiatives which have been established
through discussions, technical reports and
the like. What is needed most now is the
money to pay for them.

“It is a lot a lot of money that is required
so that is why…we have to work in a
coordinated manner at the relevant
international fora to see whether we could
identify those areas where the money is
more easily available for us to touch.” 

“You get governments, the big polluters,
they make commitments of all sorts of

Caribbean to forge united front
on elusive climate finance

“The big polluters, they make
commitments of all sorts of
monies but it is a mirage and
the closer you get to it, you
realize it is not there.” CARICOM
Chair, Ralph Gonsalves
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monies but it is a mirage and the closer
you get to it, you realize it is not there, it
recedes. That’s the real difficulty with this
and this is why we have to work better,
harder on this because this is an exegetical
issue. It affects the very existence of our
countries,” Gonsalves said.

Executive director of the CCCCC,
Kenrick Leslie, said that waiting will only
make solutions more costly.

“Climate change is here. You saw in
terms of the frequency of extreme weather
events. Those are some of the indicators
that the climate is changing. But more
importantly, people don’t realize that the
sea level is rising at this time, at a rate of
five millimetres per year. They might say
five millimetres, what is that? But in 10
years, five millimetres will become 50
millimetres, and in terms of the English

system that’s two inches, in 30 years that is
six inches. Now consider the sea level
rising a further six inches in Guyana or
Suriname or Belize,” Leslie said.

“We need to have our political leaders
become very knowledgeable about what
is being negotiated…Technical people
can negotiate at the technical level but
the final decisions are made at the
political level, and therefore if our
political leaders are not cognisant with
what is going on, then we will fail in
terms of getting what is needed for the
adaptation that we have to make.” 
� IPS is an international communication
institution with a global news agency at its
core, raising the voices of the South and civil
society on issues of development,
globalization, human rights and the
environment – www.ipsnews.net
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A man stands outside
the ruins of a house in
Buccament Bay, on 
St. Vincent’s south-
western coast, 26
December, 2013. Nine
people were killed by
flooding that followed
unusually heavy rain.
Damage was estimated
at millions of dollars.
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