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Local Financial Institutions and Green Finance - Finding ways to share 
knowledge and experience 

3rd November 2015, OECD Conference Center, Paris, France 

This one day workshop was organised by the Agence Française de Développement (AFD), the Inter-
American Development Bank (IDB) and the Organisation for Economic Co-operation and Development 
(OECD) in Paris, on the 3rd of November 2015. It brought together 75 participants from development 
agencies, development finance institutions, multilateral agencies, think tanks and state owned and 
commercial finance institutions from Latin America, Europe and Africa. 

The aim of the event was for participants to:  a) share experience on scaling up green finance among 
LFIs; and b) identify opportunities to work together to further share knowledge and experience. The 
focus of discussions was on innovative use of instruments and existing experience in green finance, 
specifically within the context of large scale infrastructure development as well as for economic sectors 
involving small scale green finance (e.g. for energy efficiency) and Small and Medium Enterprises 
(SMEs).  

Initial sessions showcased implemented actions, followed by discussions on barriers to scaling up green 
finance and the need for synergies and collaboration.  

Key Messages 

In December 2015, the twenty-first session of the Conference of the Parties (COP 21) will be organized 
in Paris with the objective to achieving a legally binding and universal agreement on climate change in 
order to limit global warming to below 2°C. Achieving this aim and transitioning to a low-carbon, climate 
resilient and sustainable development pathway will require significant finance and investment, both 
public and private.  

There is increasing recognition of the role local financial institutions (LFIs) play in promoting private 
investments in areas related to green growth, and these institutions will continue to play an important 
role over the next decades in scaling up climate solutions. Participants noted that LFIs have several 
unique competitive advantages in driving the uptake of green / climate solutions. LFIs have in depth 
knowledge of their own markets, a good understanding of customers’ demands, and they are able to 
tailor their product offerings to local requirements. In addition, LFIs are able to provide financing in local 
currency, thereby avoiding currency risk.  

However, the deployment of green finance through LFIs has so far encountered numerous barriers. 
Clean technology projects often entail an actual or perceived risk. This means that new and innovative 
instruments are needed to support their promotion by banks which have a low risk appetite and a low 
availability for long-term finance, such as is required for renewable infrastructure projects. With respect 
to promoting investments among small and medium-sized enterprises (SMEs), participants 
acknowledged that such efforts are difficult even for traditional, non-green financial products. 
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Participants identified several approaches to overcoming these barriers. First, the risks and 
opportunities related to climate change needs and green finance products need to be ‘institutionalised’ 
by local finance institutions – this is a prerequisite for their successful deployment. This entails a culture 
change within finance institutions and significant staff and organisational capacity. LFI representatives 
noted some examples to support this e.g. staff exchanges and the use of appropriate incentives within 
the organisation. In addition, the benefits of green investments, such as the cost-savings related to 
energy efficiency, need to be appropriately accounted for, priced and documented. These benefits (in 
terms of value of cost savings) need to be communicated widely in order to create awareness and 
demand among potential customers. The use of simply structured products at the outset helps to create 
momentum. Finally, scaling-up can only be successful when there is an appropriate legal and 
institutional framework within a country that creates the enabling environment for green investment. 

Participants also described the various roles that different actors in the financing landscape need to 
play. Development partners can provide the initial impetus that drives the development of green 
finance products. Multilateral development banks can play a role at a regional level, connecting green 
finance resources with national development banks (NDBs) and LFIs, providing technical assistance to 
support the development of green finance products, promoting knowledge of green finance products 
across LFIs and NDBs from different areas, and fostering collaboration at multiple levels. NDBs play a 
hybrid role between MDBs and LFIs, given their relative closeness to the market, development mandate, 
and relatively large capital base. Different forms of finance also have their roles to play. Concessional 
finance can help support the development of green products, however, in emerging markets they must 
be used cautiously so as not to ‘crowd out’ private investment.  

Overall knowledge sharing between LFIs was acknowledged as a catalyst useful for future success in 
scaling-up green finance, particularly to build awareness of instruments and create a ‘community’ 
among LFIs, to support capacity development, and to help internalise green finance in LFIs. Within this 
context development partners and multilateral development banks can play a key role in facilitating this 
process. 

Opening Session 

The workshop was opened by the moderator for the day, Eric Usher of the UNEP Finance Initiative 
(UNEP FI), who noted several major milestones in 2015 that lay the groundwork for progress towards 
sustainable development: the Sendai Framework for Disaster Risk Reduction, the agreement on the 
Addis Ababa Action Agenda, adoption of the Sustainable Development Goals, and finally traction 
towards a global agreement on climate change. He reminded participants that the development of new 
green finance products by a first champion can catalyse subsequent industry-level change. 

In his keynote presentation, Professor Thomas Heller of the Climate Policy Initiative (CPI), laid out the 
changing landscape of climate finance and the role of private investment within it. He noted that while 
clear progress has been made since the Copenhagen summit of 2009, low growth, deflation, etc., are 
now posing a macro-economic challenge to the planet’s transition. Structural changes, both economic 
and environmental, are urgently needed in production patterns. He also noted that global financial 
chains are becoming increasingly more complex, with multiple players at each level, and that incentives 
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to promote climate finance and knowledge sharing needs to be appropriately designed for this 
complexity. Professor Heller closed his speech by highlighting key messages and figures from a recent 
report on climate finance by OECD and CPI1 and reminded participants that while development banks 
will continue to play an important role in the future, real structural change demands ‘cultural‘ change 
within financial institutions. 

Laurence Rouget Le-Clech, AFD, Dr. Amal-Lee Amin, IDB, and Haje Schutte, OECD shared their 
perspectives on the rationale behind the workshop, their experiences of working with LFIs, and their 
role within the broader conversation. They noted that globally development finance (including green 
finance) needs to transition from development assistance (aid) to a greater emphasis on ‘Aid, 
Investment and Tax’ as was highlighted by the Addis Ababa Action Agenda.  They underscored the 
importance of close collaboration between development partners with local and commercial institutions 
for increasing the effectiveness of green finance, and also stressed development finance needs to shift 
focus from renewable energies (which have become cost-competitive in many markets) to technologies 
related to their integration, such as smart grids and energy efficiency.  

Session I: Financial innovation for sustainable infrastructure projects 

The following questions guided the presentations and panel discussions of the first thematic session:  

 What are the key ingredients needed to scale up successful examples of LFIs promoting green 
finance for infrastructure?  

 How can engagement and knowledge sharing between LFIs be improved to enable replication 
and scale up?  

 What role can development partners and IFIs play to promote leadership on green issues within 
LFIs? 

The speakers for this session, Jorge Lanz Obeso of Nacional Financiera, Mexico, Vinicius Vidal, Manager 
at Banco Nacional De Desenvolvimento Econômico (BNDES), Brazil, Ashwin Foogooa of Mauritius 
Commercial Bank, Mauritius, and Sophie Leroy, Proparco, presented four examples of interventions by 
LFIs to support the uptake of renewable energy and green finance for infrastructure. The Case Study on 
Geothermal Risk Sharing in Mexico highlighted a partnership between NAFIN, IDB and insurance 
companies to reduce the risks of drilling and producing geothermal energy. The second example 
illustrated the role of BNDES, development partners and municipal government in deploying green 
finance for efficient street lighting and energy efficiency in Sao Paulo. The example of the MCB showed 
the role concessional finance can play in supporting the development of green finance for renewable 
energy. Finally, the case of Proparco’s green financing products highlighted the need for a strong 
enabling environment for green finance interventions to work. 

                                                      

1
 Climate Finance in 2013-14 and the USD billion goal, OECD in collaboration with the Climate Policy Initiative, 

2015: http://www.oecd.org/environment/cc/Climate-Finance-in-2013-14-and-the-USD-billion-goal.pdf 

http://www.oecd.org/environment/cc/Climate-Finance-in-2013-14-and-the-USD-billion-goal.pdf


 

 

Page 4 

The expert panel initiated the discussion session and included brief comments by the panellists: Antoine 
Predour, Global Climate Partnership Fund, Robert Youngman, OECD and Gerardo Freiberg Puente, 
Fondo Mivivienda. The role of concessional finance and development actors was discussed in detail, and 
participants agreed that in concessional finance has to be deployed carefully so as to ‘crowd in’ 
domestic private finance without ‘crowding out’ international private investment. It was also noted that 
while green investments often provide a return (such as through the savings through energy efficiency 
investments), these are not always adequately ‘valued’ or priced. The several benefits of LFIs in 
providing green financing were also noted – in particular, the ability to avoid currency risk was 
highlighted as particular benefit. The necessity of building up organisational and staff capacity for green 
finance resonated among participants. 

Session II: Financial innovation for Energy efficiency and SMEs 

The second session, focussing on experiences concerning energy efficiency and SMEs, was organised 
around four questions: 

 What are the key ingredients needed to scale up energy efficiency financing among LFIs in 
developing countries?  

 What instruments are most effective in engaging SMEs, and what challenges exist?  

 How can engagement and knowledge sharing between LFIs be improved to enable replication 
and scale up?  

 What role can development partners and IFIs play to promote leadership on green issues within 
the LFIs? 

The speakers for this session, Maria Netto from IDB, Sergiy Khudiyash from the State Export-Import 
Bank of Ukraine (UKREXIMBANK) and Rekik Akinci from Türkiye Sınai Kalkınma Bankası (TSKB), 
presented three cases where LFIs have been supporting uptake of energy efficiency interventions by 
SMEs.  IDB’s presentation on the Energy Savings Insurance model is an example of an innovative product 
that can help build confidence of SMEs to invest in larger scale energy efficiency improvements. The 
example of UKREXIMBANK illustrated the role of local commercial banks in channelling development 
finance for energy efficiency and accessing hard to reach SMEs in Ukraine. TSKB’s case highlighted that 
offering specialised green finance products can also help local commercial banks grow, and the need to 
build capacity within technical and marketing departments in order for these products to be successful.  

The expert panel initiated the discussion session and included brief comments by panellists: Hans Jakob 
Eriksen, Ministry of Energy, Utilities, and Climate of Denmark, Daniel Magallón, Basel Agency for 
Sustainable Energy, and Nigel Jollands, European Bank for Reconstruction and Development (EBRD). The 
ensuing discussions focussed on several key themes. Speakers highlighted that engaging SMEs is 
challenging due to the lack of capacity in most small companies in partner countries, and the 
disaggregated nature of sectors dominated by SMEs. These challenges are not particular to green 
finance, but to all activities which target SMEs.  
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Discussions also underlined the need for clearly understanding, accounting for and verifying the energy 
saving benefits of products and technologies. Energy efficiency in Demark was cited as examples where 
policies and programs have been successful due to industry having a clear idea of the benefits and 
savings from energy efficiency and its impact on business performance. Support to encourage and 
improve usage of energy accounting systems by SMEs can help these companies to understand the 
efficacy of their investments. Participants also discussed that in cases where there is little understanding 
of energy efficiency technologies, there is a need for instruments and policy to create markets and 
incentives to encourage initial uptake.  

Participants highlighted several key success factors for scaling up energy efficiency related lending in 
LFIs: local knowledge ad availability of technologies, concessional finance to develop and roll out initial 
green financial products within LFIs, and the provision of technical assistance by development partners 
to develop capacity in LFIs to take these up.  

Discussions subsequently focussed on concrete examples regarding the institutionalization of green 
finance within LFIs, such as TSKB`s experience with creating internal, organisational “product masters” 
or Ukraine EXIM`s decision to develop and retain knowledge in-house. Participants also shared 
experiences on the creation of partnerships with different actors or online technology selection tools. 

Session III: Finding ways to share knowledge to scale up innovative green finance through LFIs 

The following questions guided the presentation and panel discussions of the last session of the day:  

 What role does better knowledge sharing between LFIs play in supporting the scale up of green 
finance? 

 What is the knowledge gap i.e. what knowledge exchange / capacity building activities are 
needed, and what should these focus on? 

 What are the key success factors in developing knowledge and capacity building activities for 
LFIs? 

 What role can IFIs play in supporting knowledge sharing among LFIs on green finance? 

An overview presentation to set the context for the discussion was given by Micha van Waesberghe 
from IDB, and outlined best practices for knowledge sharing. The following panel discussion included 
Refik Akinci from TSKB, Barbara Schnell from KfW Development Bank, Jose Juan Gomes Lorenzo, IDB, 
and Mustapha Kleiche, AFD. Discussions emphasised the need for “healthy” competition between LFIs 
and the need to create knowledge exchange at the local level in order to provide long-term exit 
strategies for development partners. Competition between LFIs was highlighted as the key barrier to 
knowledge exchange, and as a result, development partners play a key role to facilitate such exchange, 
e.g. via staff exchanges etc. Other drivers of knowledge exchange covered in the discussion included 
management commitment within LFIs, client demand for new green products, and appropriate 
incentive structures for staff.  


