
1

‘Financing for Climate: Innovative Solutions and New Markets’ (FFC) brought together representatives of
the Swiss State Secretariat of Economic Affairs (SECO) and the International Finance Corporation (IFC),
a member of the World Bank Group, with leaders from the risk transfer and financial industries and cli-
mate-related technology companies. The symposium examined the means of mobilizing private and pub-
lic capital for climate-related investments in emerging and developing countries. The opening addresses,
summarized below, established the broad theme of the event and highlighted the issues that were to re-
surface throughout the conference.

Jacques Aigrain, CEO, Swiss Re, in
greeting the more than 170
participants, noted that Swiss Re
takes great pride in its role of
helping to position climate change
on the international agenda. Climate
change has been a Top Topic at
Swiss Re and a key component of
its long term strategy development
for two decades. He stressed that
Swiss Re’s sole business is to take
the uncertain events of its clients
and to make business enterprises
possible by mitigating these
uncertainties. As a result, Swiss Re
has been an innovator in developing
products to manage the threats of
climate change, ranging from
carbon trading and carbon
insurance to green investments and
weather risk transfer solutions.

Mr. Aigrain stated that the key challenge was in making these products economically attractive for the
financial sector, as the costs of these risk solutions cannot be placed solely on tax payers. The private
and public sector, together with the multilaterals such as the IFC, all have their respective roles to play.
The private sector can supply most of the solutions needed, but it is multilaterals such as the IFC, and
governments working together that can set the tone of the dialogue. What is necessary, however, is the
regulatory and legal framework to make this market viable. This is the role of government.

Doris Leuthard, Minister of Economic Affairs, Switzerland, in her address, stressed that climate change is
a global challenge. Echoing Mr. Aigrain’s comments, she noted that neither the public nor the private sec-
tors can do it all, and that working in partnerships is crucial. One prominent example of such a partnership
is SECO’s work with the IFC in providing climate change solutions to developing countries. She stressed
that governments can foster innovation and investment by partnering with the multilaterals and the private
sector to fund projects which are too risky for the market place, but if successful could serve as the model
for future ventures. Federal Councillor Leuthard noted that the Swiss government is currently re-
evaluating its climate change policy, but that Switzerland has a good track record in addressing the issue,
dating back to the 1990s, when it was a pioneer in the international CO2 emissions market. However, she
noted, it can do more.
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For Switzerland, Federal Councillor Leuthard noted, the benefits of the international emission trading
mechanisms are clear. Given that there are only a small number of large industrial plants within Switzer-
land, it is thus more efficient for the Swiss to focus efforts on CO2 abating investments abroad. The chal-
lenges are also obvious. Current uncertainties have to be addressed, and post-Kyoto initiatives must
involve all of the major CO2 emitting countries. The knowledge and tools of the financial sector are ur-
gently needed to address the needs of the poorer countries; however, these mechanisms must be on a
sound economic footing. The implementation of best financial practices is key to SECO, as sustainability
encompasses not the only the environment but also the financing necessary to address the challenge. In
closing, she returned to the theme of partnerships. The cutting edge technologies and solutions neces-
sary to support sustainable development and eliminate poverty in developing countries, she stressed, are
only feasible when international multilateral corporations, governments and the private sector are all
working together and within their respective areas of competency.

On behalf of the IFC, both Lars Thunell, CEO &
Executive Vice President, and Rachel Kyte, Vice Presi-
dent, Advisory Services, gave opening keynote
speeches at the symposium. Mr. Thunell, appearing by
video, declared that addressing climate change was the
critical issue of our generation and confronting the
challenges posed by both emerging and developing
markets is vital to ultimate success. The IFC’s role is
clear. It can provide transparency in transactions that
satisfies both the public and private sectors’
requirements for viable economic investments.

Mr. Thunell specifically addressed what is meant by
sustainability. Sustainable growth is not only part of the
battle to combat climate change, but also lifts poor
farmers out of poverty. This is essential as developing
countries face the immediate need of supplying water
and electricity to their people. These countries
appreciate the benefits of developing a sustainable
energy supply; but for them the question is what are the
current, viable alternatives to fossil fuel? He maintained
that the precedents are there to answer this question. A
clear business case has been established, that
successful projects money recoup the investment within
a circumscribed time period, there are savings year after
year, and greenhouse gas emissions are reduced. This
is a win-win for all.

Ms. Kyte presented a three-fold message that clearly depicted not only the reality of the present but also
the opportunities and challenges of the future. She noted that the stress signals concerning climate
change are becoming ever more apparent and that the risks for the public sector, including natural catas-
trophe losses, are now too large to ignore. Secondly, that in the history of mankind, it has always been
stress that triggered innovation. Finally, the dynamics of innovation in addressing the challenges of cli-
mate change are being felt; but the challenge is to increase the pace of innovation, while simultaneously
minimizing any associated risks. Cooperation amongst the various stakeholders is critical to signal to all
the urgency and priority of the task ahead.

The role of government was debated throughout the conference. Governments must not only create the
regulatory and legal framework, which promote means to combat climate change, but also work to elimi-
nate tariffs and subsidies that prohibit market forces to act. Subsidies for clean technology have pre-
vented prices from coming down and thus making such technologies unaffordable in developing countries
where the need is greatest. Tariffs and energy subsidies have likewise distorted the market place and
stifled competition by tipping the balance in favour of continued reliance on fossil fuels. On the flip side,
subsidies can be valuable incentives to build up a market and create a stable infrastructure to permit sus-
tainable growth to take root. “Smart” subsidies must have a shelf life and be phased out incrementally to
be truly beneficial.


