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ODI research on climate finance

Toolkit for designing
private sector interventions

- Private climate
finance support

Developing country - Diagnostic tools
readiness (fiscal reviews) Architecture and donor
activity tracking

- Climate Public
Expenditure and - Climate Funds Update

Institutional Reviews climatefundsupdate.org
(CPEIR)

- Absorptive capacity - Effectiveness of
- Direct access climate finance
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$30 billion $100 billion / year

2010 11 : " 15 8 19 2020

Fast start N;!d-term Long term
i inance .
finance finance

-Lessons?

«diversity of actors

direct access (national ownership)
*‘readiness’

*project / programme pipelines
-establishment of Green Climate Fund
'mobilising private sector

Adapted from Mattia Romani, LSE and GGGI, UNFCCC Second Workshop
on Long-term Finance, Cape Town, October 2012




“The UNFCCC estimates
that more than 85% of all
finance to address climate
change will need to come
from the private sector”

UNEP FI discussion paper, 22 May 2012



Global Landscape of Climate Finance

“Public sector played a central role,
private investment provided 62% of
total investment.”

“76%, or $275 billion, of all spending
was domestic: It originated in the
country in which it was used.”

Climate Policy Initiative (CPI), 2013
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* Technology costs have become less of a barrier but the

investment environment, political, regulatory and legal
risk, remain a challenge in many countries

 Transformational changes will be needed:

1. Align public policy, public finance, and private
finance

2. Aspecific role of climate finance to support
developing countries

3. 20 Question Toolkit
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Climatescope (laDB and Bloomberg)

« Climatescope 2013 is a report and index that assesses the
investment climate for climate-related investment in Latin
America and the Caribbean.

« It profiles 26 countries in the region and evaluates their ability to
attract capital for low-carbon energy sources while building a
greener economy.

To arrive at an overall score for each country, Climatescope examines the following four overarching but interrelated parameters:

I Enabling Framework 40% I I I Low-Carbon Business and

%
Clean Energy Value Chains 10

The existing policy framework, power market structure, and
level of clean energy capacity online in a given country, as well
as other market-size related factors.

The availability of local manufacturing and supply chains for
clean energy goods, services and financing.

I I Clean Energy Investment

Iv Greenhouse Gas - 20%
Management Activities
Conditions for carbon offset projects, carbon policies and

corporate actions toward mitigating emissions, improving
energy efficiency and other sustainable practices.

%
and Climate Financing 30

Funds deployed in support of clean energy, plus the availability
and cost of local capital including microfinance.




N SCORE SUMMARIES

Overall 2013 Climatescope store
Ranking and scores by country
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COUNTRY
Brazil
Chile
Micaragua
Pem
Mexico
Uruguay
Argentina
Dominican Republic
Colombia
Panama
Costa Rica
Guatemala
Ecuzdor
Honduras

El sahvader
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Haiti

Guyana

Trinidad & Tobago
Barbados

Suriname

ntescope 2003

Climatescope (2013 results)
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w' Private finance 2010-2012

« Concentrated in bilateral / pluri-lateral activity, and private arms of development banks
(IFC, EBRD, ADB)

« Minimal activity in dedicated multilateral climate funds (CTF, GEF, AF)

* Review of Japan, US, UK, and Germany (draft)
— 77 interventions (between 2010 and Q3 2012) - case study examples
— US $8.5 billion (public and private flows)

«  Public flows - $7.6 billion

«  Private flows - $900 million

« Limited information on private flows (commercially confidential, proprietary, or new
initiatives)
« Significant use of intermediaries (public and private)

Loan Grant Guarantee /
Export credit /
loan insurance




Figure 1: Private climate finance support

Private climate finance support:

1. developed country public flows to the private
sector in developing countries

2. developed country private flows to the private
sector in developing countries mobilised as a
result of developed country intervention

3. developed country private flows to the public
sectorin developing countries that are mobilised
as a result of developed country intervention,

Excluded:

4. developing country private flows mobilised as
the result of developed country public sector
Intervention

5. developed country private sector flows to
developing countries independent of direct
developed country public sector intervention
(including those that may be more indirect as a
result of policy level interventions).

*also excludes other public co-financing
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country indirect policy interventions '
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Sub-Saharan PCFS
Africa RECIPIENTS
- Global

Multiple
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w' Public Incentive Instrument by Region
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Climate finance by region -

Percentage
Sum of Flow from

Sum of Flow 1 - 2 and 3 - Sum of PCFS developing

public private contribution |country

(million $US) (million $US) (million $US) public sector
Asia 2747 953 3700 74%
Multiple regions 1045 240 1285 81%
Latin America and
Caribbean 1027 239 1266 81%
Sub-Saharan Africa 1135 59 1194 95%
Europe and Central
Asia 712 175 877 81%
Middle East and
North Africa 145 25 170 85%
Total 6811 1,681 8492




20 Questions Toolkit

Designing public sector
interventions to mobilise
private participation in low
carbon development

Broad questions to allow for tailoring to:
« Local context and market conditions

« Degree of private participation required / desired
« Type of private sector actors targeted



A. Baseline Assessment
1. 2 3.
Diagnostic Stakeholder Private sector
Qnsultation involvement

B.\G\oal Setting

4.
Co-benefits

7

Balancing Addit
priorities

5. 6.
rket Cost-benefit

transfotxnation analysis

C. Strﬁc\turing

8. 9. 10. 11. 12. 13.

ionality Market  Coordination Predictability Local private Failure
distortions sector
capacity

D. Monitoring, Repo?t{ng and Communication

14. : 16.
Monitoring Communigation Auditing

E. Continuous Impro\vgment and Exit

17. 18. 19. 20}
Flexibility Continuous Milestones Exi
for consultation strategy

correction



Coding of climate finance (domestic and international) in Nepal

700

(in million NR)
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Disaster reduction
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Health (climate sensitive diseases)
Planning for climate change
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Water general

Biodiversity and conservation
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Livelihoods (of CC vulnerable)
Emissions (secondary objective)

Road improvement (incl. CC proofing)

Mid
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Energy General)

Low

Neil Bird, ODI




Tools used by the public sector to mobilize the private sector?

Figure 2: Instruments of industrial policy

g and products)
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w' Developing country subsidies
dwarf climate finance

 For the 42 developing countries where data is available, the
volume FFS to consumers is 75 times that of climate finance

— US$396 billion in FFS in 2011 vs.
— US$5 billion avg. annual CF (2010-2012)

« 5 countries appear in both ‘top 12 lists’ (India, Indonesia, China,
Mexico, and Egypt)

Figure 1: Top 12 countries by climate finance (average 2010-2012)* ($ million)

33,800
15,720 15,900 19,050 16,840
4,620 4.780
0 0 1200 0 1460
» -
1357 1185 09 2 259 243 207 175 173 135 127 122

India Indonesia Brazil? Mewico Henya® VietNam Thailand  Egypt South China Philippines Morocco*
Africa

Sum of fossil-fuel subsidies (2011} (5 million) . Sum of total climate finance (average 2010-2012) (5 million)




10 Steps to a NAMA

10. Best practice

9. Implement & MRV

8. Submit to NAMA registry

7. ldentify needed resources

6. Detail the NAMA planning

5. Design MRV plan

4. Define baselines

3. Identify potential actions & NAMA implementers

2. Evaluate technical emission reduction potential & co-benefits

1. Assess framework conditions, analyze policy gaps and identify needed measures

GIZ NAMA Tool

requirements

design

LEDS context



10 Steps to a NAMA 2
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ODI is the UK’s leading independent think tank on
international development and humanitarian issues.
We aim to inspire and inform policy and practice to
reduce poverty by locking together high-quality
applied research and practical policy advice.

The views presented here are those of the speaker,
and do not necessarily represent the views of ODI or
our partners.

Overseas Development Institute
203 Blackfriars Road, London, SE1 8NJ
T: +44 207 9220 300
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