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Building a new form of development

disrupt and undermine everything else.

Climate action is at the core of and is a driver of development. If we delay on climate action we

Adaptation and the building of

1 |
! resilience is basic economics and | AD%IEJTE‘HON T%FE#.SEHE,R,LBRLES hiTrIBIgE'ﬁé)CN
| good sense; it makes no sense to | ) VICE-VERSA
1 build houses and infrastructure or 1
. . |
| -follow- cropping patterns as if the |
iIclimate is unchanged when we know: e
| it has changed and is changing. BUIIDS
IMPACTS
IS ALWAYS GOOD
STRENGTHENS
RESILIENCE DEVELOPMENT Efficient, strong
Health - Physical damage %ﬁg&d?iﬂg
- Food i}'j&ez‘;nh{‘g,'gf"""“ investment and
infrastructure
. Astable climate brings the | ENABLES UNDERMINES
: freedom to prosper rather than 1
1 halting development and :
| hampering well-being through ; !
: hostile effects of climate I SUSTAINABLE DEVELOPMENT
|
\ ______Change. | POVERTY REDUCTION - EMPLOYMENT - EDUCATION - EQUALITY - SOCIAL COHESION

Own elaboration drawing on OECD (2023)

: The investment, |
| innovation, and structural |
! change that can deliver !
I the radical change in
,  economic activities !
: necessary to reduce 1
| emissions and profect |
| biodiversity, can also !
1 deliver a much more
| attractive story of growth :
: and development than
i the dirty, destructive |
! growth models of the !
I past. I



We cannot think of climate finance as separate from

development finance

Investment / spending requirements for climate and nature ($ billion

per year by 2030) in EMDEs (other than China)

Source: Bhattacharya et al. (2024). Increment from current in parentheses.

$2,440 ($1,890)

Climate and nature
related investments

Energy transition
$1,600

Clean energy plays a vital
role in economic
development

E.g. Africa holds 60% of the
best solar resources in the
world (IEA, 2022) but 40% of its
population lacks electricity
access (IEA, 2023a).
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Adaptation
and resilience
$250

Development actions
are key for adaptation

E.g. Enhancing energy
and irrigation systems or
improving thermal
insulation of buildings.

Natural capital
and sustainable
agriculture
$300

Natural capital avoids losses

that obstruct development

E.g. Mangrove forests provide

more than US$80 billion annually in

avoided losses from coastal
flooding and 24 hours storm or

heat wave warnings can reduce

damage by 30% (Global

Commission on Adaptation, 2019).

AN

Coping with loss
and damage
$250

Climate hazards impede
development through many
losses and increased debt

E.g. Since 1970, LDCs have
faced climate-related disasters
where damages reached up to
30% of their GDP (WMO, 2023).

A

Just transition
$40

A just transition is about
ensuring sustainable
development is inclusive

Economies undergo continuous
change and fransformation.
There is a collective
responsibility fo manage this
transition in an equitable and
just manner.
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A 215 century growth story

No horse race between climate action and growth. Investment and economy-wide structural
transformation are at the core of the new growth story. Most of the processes embodied in the drivers of
the new growth story are excluded from standard macro modelling or general equilibrium modelling.

Investment in sustainable infrastructure and other assets can boost shorter-run
5-10years 'I/ﬁ/l’ demand and growth, sharpen supply and efficiency, reduce waste and
pollution, promote sustainable development and reduce poverty.

Spur innovation, creativity and growth in the medium term, unleash new waves
~ 10 years : X .
of innovation and discovery.

6 Low-carbon is the only feasible longer-run growth on offer; high carbon growth
~ 20 years self-destructs.

Six inferwoven mutually reinforcing drivers

Stronger system @
productivity (energy,
transport, cities, land...)

Lower costs, learning
° by doing, induced
innovation

Increasing returns to

scale in new D/|:I||:| @ Improved health

technologies

Increase in share of

Improved resource
investment @

e efficiency




The driving forces of a new growth story:
@ Lower costs, learning by doing, induced innovation

The pace of technology advancement and cost reductions has been rapid and faster than expected. Capital costs for
renewables continue to fall much faster than those for conventional technologies. Standard models do not embody the
rapid, structural/systemic change, disruptive technological change, and increasing returns to scale, that can, with strongly
increased investment, drive an early transition.

Renewable power technologies: decreases in levelized cost of electricity

Actual versus IEA projected LCOE of solar PV

250 Cost Declme 1,000 l
57% 73% 80% 80% EJ)
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0 0
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Source: RMI (2023)

Technological tipping points: through learning by doing the technology can become more efficient and, with
economies of scale, can reduce costs below incumbents, attracting new investments and markets.

* In 2022 to 2023 alone, cost of solar PV declined by 12%, and between 3-7% for wind (IRENA, 2024).
* In 2024, battery storage costs fell by a third (BNEF, 20250).



The driving forces of a new growth story:
@Increasing returns to scale in new technologies

Remarkable cost reductions in last dozen years - part scale, part network/systems, part discovery/innovation. On
back of modest policy and broad sense of direction. Change can be still faster with stronger policy.

<, Cost of renewables: Network/scale

- . down by a factor of effects. Al

7Sy around 10. Scale a D management of
major influence. systems.

©Improved resource efficiency

tm‘ up costs, charging
® infrastructure.

Electric vehicles. Set- o’ New materials

Discovery costs imply

le effects.
Learning-by-doing Sedie etiect

and mutual learning.
Stronger with scale.

Improved health

Greater efficiency in resource use means higher
productivity. COP28 committed to x2 rate of change of
efficiency from 2% p.a. to 4% p.a.: the extra 2% would
reduce energy use by more than 20% in 9 years.

OStronger system productivity

Reducing fossil-fuel combustion will reduce impacts of
air (and other) pollution on health, increase productivity,
and reduce the associated burden on the economy.
10%—20% of annual global deaths are linked to air
pollution. Much associated with fossil fuel burning.

More compact, connected, and

coordinated cities are worth up to $17

Energy, cities, land, transport, water systems can be much more
productive through improvements in how each operates and
how these systems interact. Cities where we can move and
breath are more productive. Digital management and Al have
great potential. Huge possibilities from use of IT and Al for
efficiency, integration, congestion and system management.

trillion in economic savings to 2050 and
could reduce infrastructure capital
requirements by over $3 trillion between
2015 and 2030 (NCE, 2018). Densification is
also more carbon efficient and resilient to
climate change and disasters (NCE, 2018).



The driving forces of a new growth story:
O A major increase in investment: an imperative and an opportunity

Investment is at the core of the new growth story. If well executed, this increment in investment will have high returns in

terms of productivity and will foster and embody innovation. Full of opportunity but challenging. The four sources (DRM,

private, MDBs, concessional) are complementary and mutually supportive. Different activities will need different mix of
financing. Private sector is deterred by actual and perceived risk.

Investment rates Mobilising the necessary financing for EMDEs other

and growth rates than China (S billion per year by 2030, increment

have been from cument in parentheses)

declining in both

advanced and Other SDGs Climate and nature related
EMDEs since the $3,000 ($1,200) spending requirements

global financial crisis $2,440 ($1,890)

and for most part

had not recovered 0.7.3 Public finance
to the levels of 2000. x2.7- $800-900 ($500-600) —— :
Domestic resource External financing

. mobilisation $1,000 ($850)
By managing and x5-7 Private finance* | $1,440 ($1,040) !
reducing risk $550-630 ($440-540) |
through appropriate | I | | |
collaborations, Other concessional South-South Bilateral finance Private finance** MDBs***
particularly involving finance cooperation $80-$100 $450-$550 $240-$300
MDBs, and through $140-$160 $30-$50 ($40-$60) ($420-$500) ($160-$220)
guarantees, etc., ($130-$150) ($10-$30)
can bring down x14-16 x1.5-2.5 x2-2.5 x15-18 x3-3.8

COST_Of_COpITOI' * Includes household savings. ** A significant proportion of this private finance would be directly and indirectly catalysed by MDBs, other development

finance institutions and bilateral finance. ** Includes multilateral climate funds. 9
Source: Bhattacharya et al. (2024). See work of Independent High-Level Expert Group on Climate Finance (Bhattacharya, Songwe, Stern) for COPs 26, 27, 28.
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China and the new global growth story

China is embracing a new approach to development under the principle of “harmony between humans and nature.” It
is exceeding expectations in its energy transition and is in the vanguard in the manufacturing of renewable

technologies.

In 2022, solar PV
capacity added
in China was 45%
of the global #
fotal @

In 2023, clean
energy

accounted for 7
40% of its GDP
growth

China exceeds expectations set in
14" FYP (2021-2025):
Ahead of plan (with 2030 aims)
1

f )
Surpassed 2030 aim  Seems to be close
- of 1,200 GW of wind to achieving 2030

- & solar capacity @@ peak
| - emissions aim A\

! ! |
2022 2023 2024 2025
In 2023, more than half of the EVs
on the roads of the world were
situated in China. P~ 15th FYP (2026-2030) will
be critical for the world's
future.

Sources: IRENA (2023), IEA (2024), Carbon Brief (2024), You (2024)

China produces solar panels at a cost of
around 10 US cents per watt compared
with around 30 US cents per watt
elsewhere and costs of around US$2 in the
world a decade ago (Swanson &
Rappeport, 2024; IEA, 2020).

In 2023, China accounted for around 60%
of global electric car sales (IEA, 2023b).

>70% of all EV batteries ever produced
were made in China (IEA, 2025).

In Chinaq, batteries are cheaper than in
Europe and North America by over 30%
and 20%, respectively (BNEF, 2024).

« Declining battery costs in recent
years are a major reason why in
China many EVs are now cheaper
than ICE vehicles (IEA, 2025)

11




China and the developing world

China is at the forefront of clean innovation, implementation, and finance.
These three pillars can together drive growth in the developing world.

(1) Innovation: China is at the vanguard of (a) renewable tech., (b) storage and grids, (c) e-mobility, (d) green hydrogen and ammoniaq, (e) Al.
+  ASPI technology tracker: China led world in 3 of 64 technologies in 2003-2007 and 57 of 64 in 2019-2023. And note DeepSeek.

+ China can provide these technologies at scale to developing world. It is leading the clean energy race: its total energy transition investment in 2024 was greater than
the investments of the US, EU and UK combined (BNEF, 2025b).

+  Between 2021 and 2023, global manufacturing capacity for solar panels tripled, mainly due to expansion in China — around 80-85% of manufacturing capacity is
based in China (Ember, 2024). But global installation is behind production capacity. Global deployment forecasts suggest that this decade >50% of manufacturing
capacity will remain unused. Installations needs to increase to avoid manufacturing capacity contraction. Underutilised solar manufacturing capacity could support
the energy transition in the Global South (Ember, 2024). China has more than enough production capacity in PVs to double or triple Africa's total electricity capacity
in 2 or 3 years.

c s . . . . Solar and wind power projects by status and planned capacity,
(2) Implementation: China can deliver big projects and programmes at a fraction gigawatts (top ten countries broken down by status)
0

of time at scale. 250 500 750 1000
« These implementation skills are of great value for green transitions. China |

. . . . . razi ]
+ E.g.Inone decade, China built 25,000 km of high-speed railway (HSR) lines — iust:alia —
more than total HSR lines operating in the rest of the world (World Bank, 2019).

us s l Announced M Pre-construction M Under construction
+ E.g. All conventional commercial-scale nuclear reactor projects in China’s Spain [ Source: Hawkins, 2024.
history were completed in less than a decade (Breakthrough Institute, 2024). Sweden [N Note: Data limited to projects at or above 20MW for solar
. ot . . . . UK 1 1 and 10MW for wind. Under construction data for China
*  One third of planned utility-scale solar and wind in China is already under Creace and European countries to 06/2024. All other countries to

construction (i.e. site preparation and equipment installation underway), higher than 12/2023. Data from Global Energy Monitor ‘Global Solar

Philippi
global average (7%) (GEM, 2024). Vie't':::es = Power Tracker’ and ‘Global Wind Power Tracker’.

(3) Finance: China has and contributes to major development and policy banks.
+ Chinaled the development of new MDBs — Asian Infrastructure Investment Bank and the New Development Bank.

+  One study found that China’s development banks lent more than x2 for public-private infrastructure projects in sub-Saharan Africa than the US, Germany, Japan, and
France’s development finance institutions combined between 2007 and 2020 (CGD, 2022).

+  Beftween 2008-2021, the China Development Bank (CDB) and Export-Import Bank of China (CHEXIM) issued $498 billion in development finance, about 83% as much
as the sovereign lending of the World Bank ($601 billion) (Ray, 2023).

« Chinais now the 5th largest donor to the Asian Development Fund (ADF); the éth largest in the International Development Association (IDA); and the 12th largest of
the African Development Fund (AfDF) (Hofman et al., 2024). 12



China and the new international order

China, as the largest and most creative economy in the world, can drive climate action and shape the new
development story: a leader in development and internationalism. If US steps back, others step forward.

' Helping increase role for MDBs

_____________________________ I beyond the World Bank. COP30 and South

| .
Leading a major investmentin '+ Sfrengfhening the MDBs as a o
renewables e.g. in Africa. Chinahas ' group. -———-- erc—q—{ 53_29_ ————
low-cost and high-quality. And can
help with finance through its own
development banks and working
with MDBs.

Strong support to Brazil's

| Leading in support for the :
i international institutions, in
 finance, trade, health. Taking a |
: leadership role in those :
: institutions. :

Promoting cooperation and inspiring other | \\\Q\/}“ %

developing countries: China’'s example to ‘& “““““““““““““

other developing countries is crifically
important.

: |
i |
: |
: !
: | Strengthening multilateral and
| If China can realise “*harmony between :
| |
: |
: |
: |
: !
I |

plurilateral cooperation. Including
through BRICS but also with
developing world more generally.
Special importance of relation
with India. And with EU.

humans and nature” through embracing @
new approach to development, its
experience will be a vital driver of a globally
sustainable future.
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