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Workshop summary 

This one day workshop was organised by the DAC Network on Environment and Development Co-
operation (ENVIRONET) and Donor Committee for Enterprise Development (DCED) Green Growth 
Working Group to discuss the opportunities and challenges in successfully engaging the private sector 
in environment-related development activities. It brought together 60 experts who work on 
environment and private sector engagement within the context of development, representing DAC 
member countries, international organisations, development finance institutions and think tanks.  

The specific objectives of the workshop were to: establish a better understanding of the opportunities 
and challenges in engaging the private sector in specific areas; and to identify potential for 
collaboration in order to scale up private sector engagement activities for environmental 
sustainability. The workshop focussed on the following themes: 

• Leveraging investment for low carbon and climate related infrastructure 
• Enabling SMEs to act on climate change mitigation and adaptation 
• Public-private partnerships to promote sustainable forest management and enhance natural 

capital  

Discussions at the workshop have helped DCED and DAC ENVIRONET identify areas where further 
analytical work and dialogue is needed to influence development policies, practice and programming 
in this critical area. 

Key messages 

The SDGs and Paris Agreement lay out the global agenda for green growth, and in order to support 
developing countries deliver on these commitments, donor efforts will have to mobilise more and 
better private sector engagement. Across development co-operation providers there is an increasing 
recognition of the role of the private sector not only as a source of finance, but as a source of solutions 
and innovation, to address climate change and promote green growth. With these major agreements in 
place, the narrative has now changed from leveraging private resources to transformation of the 
private sector and economies more generally. Donors have a key role to play in supporting partner 
countries to create enabling conditions for green private sector engagement and in encouraging private 
sector participation in more challenging environments - such as fragile states. 

Several overarching messages were identified in the discussions on private sector engagement overall.  
The private sector is not a homogenous group and donor approaches to private sector engagement 
varies widely depending on the type of private actor involved. Presentations throughout the day 
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highlighted several different types of private actors targeted by development projects - multinational 
companies, investors, project developers, SMEs, financial institutions, and smallholders. 

In order to ensure a win-win partnership, aid agencies need to find common ground with private 
partners,  both in terms of drivers for partnering (development vs. commercial interests) as well as in 
terms of ways of working together i.e. aligning and understanding each other's timelines and decision 
making processes. Speaking the 'language' of the private sector is not the strength of all aid agencies. 

DFIs have the skills and knowhow to engage with the private sector mobilise private investment, 
however, in order to scale up private investment for green growth, DFI efforts have to move beyond 
renewable energy to energy efficiency, adaptation, sustainable forestry and agriculture etc. where the 
commercial case is not as widely recognised. Donor efforts should focus on mainstreaming climate 
better and more comprehensively across DFI portfolios, and using concessional financing to 
demonstrate the business case in areas such as adaptation and natural capital management. 

There is a need to build a pipeline of bankable projects by phasing different instruments and 
types of development finance. Concessional financing and grants need to be used to clearly 
demonstrate the business case for green growth, however, in order to ensure  the best use of such 
financing, there needs to be an exit strategy. In terms of grant financing, a successful approach to 
private sector development is one that is financially sustainable and commercial value is clearly 
demonstrated, and remains in place even after concessional financing has stopped. 

There is a lack of evidence on the environmental outcomes from projects engaging the private 
sector. There is a need to better understand what monitoring frameworks exist in this area, and how 
approaches that are implemented through several layers of intermediaries can be effectively 
monitored.  

There is a need for best practice guidance and sharing of cases - both successes and failures - 
related to private sector engagement, particularly within the context of green growth and climate 
change. It is also important to get a better understanding of the 'demand' from the private sector for 
development co-operation partnerships and approaches. 

Summary of discussions 

1. Opening remarks and introduction 

The opening panel included Kees Van der Ree, ILO and Chair of DCED GGWG, and Merete Villum 
Pedersen, Denmark and Vice-Chair, DAC ENVIRONET, and Rahul Malhotra, OECD, moderated by 
Jan Corfee-Morlot, OECD. Panellists introduced the workshop and why it was relevant to the work of 
DCED and OECD.  There is a need to share best practice insights and lessons learned on engaging the 
private sector across the environment and development community, especially on the synergies and 
trade-offs in delivering environment and development outcomes from private sector engagement 
(PSE) efforts. Within this context, the DCED GGWG has been looking at how donors have been 
pursuing PSD approaches that address green growth for the last five years. More recently, as part of a 
DAC-wide effort to work on private sector engagement, the DAC ENVIRONET has also initiated a 
program of work over 2015-16 to understand how development co-operation providers successfully 
engage private sector actors on green growth and climate change. 

Rahul Malhotra, OECD, shared experiences from an ongoing peer learning study of DAC members 
which is considering how members work 'with and through' the private sector. Initial findings include: 

http://www.enterprise-development.org/organisational-structure/working-groups/overview-of-the-green-growth-working-group/
http://www.oecd.org/dac/environment-development/environet-18th-meeting.htm


a need for better coordination and coherence between efforts to support enabling environments and 
instruments to leverage private finance, the need for a robust and better communicated theory of 
change for engaging the private sector, and the importance of building on the comparative advantages 
of development co-operation agencies and development finance institutions especially considering the 
need for the right skills and competencies to engage the private sector. The study is also finding that 
there is a proliferation of tools and instruments to engage the private sector, and that there is a need to 
consolidate approaches before scaling up.  

2. Overview of development co-operation and private sector engagement for green growth 
and climate change 

The following questions guided the presentations and discussions in this session:  

• What are the elements of a successful private sector engagement approach that delivers both 
on environment and development outcomes? How can successful approaches be scaled up? 

• How can we ensure environmental outcomes from development partner efforts to engage the 
private sector? What needs to be done to further mainstream environmental considerations 
across development partner efforts to engage the private sector? 

• Are there areas where development partners can benefit from efforts to build an evidence base 
and enhance collaboration between different policy communities (e.g. environment, private 
sector collaboration, development finance)? 

The presentations provided an overview of development co-operation provider efforts to engage the 
private sector on environment related activities, and laid the foundations for discussions for the rest of 
the day. Naeeda Crishna Morgado, OECD outlined a framework to describe how development 
partners are engaging the private sector and presented estimates of how much environment related 
development finance is targeting private sector engagement, sharing results from a draft scoping 
paper2 circulated in advance of the meeting. Mick Blowfield, IIED, outlined what makes a successful 
aid-business partnership for the environment, drawing from a recent review of Aid and Business,  

Hans-Jo Zinnkann, GIZ, a representative of the DCED GGWG responded to the speaker 
presentations, and emphasised the importance of development providers in building the enabling 
conditions for greener businesses to thrive, for example, by promoting green value chain 
development. GIZ and ILO have recently produced a toolkit that supports stakeholders in selecting 
green value chains.  

In the ensuing discussion, participants provided comments on the papers that were presented and 
responded to the discussion questions. Participants emphasised that private sector engagement should 
not be seen as a goal in itself, but is a means to achieving better environment and development 
outcomes. The discussion also focussed on what is needed for development co-operation agencies to 
better engage the private sector including understanding and aligning better with the timelines and 
drivers of the private sector.  

In terms of elements of successful private sector engagement, participants discussed the importance 
of understanding the demand from the private sector for donor support i.e. how donors can better 
address the barriers companies face in pursuing green growth in developing countries. In addition, it is 
important that donor approaches do not distort the market and have in place well defined exit 
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strategies. In order to drive lasting positive environmental change, these approaches need to promote 
sound business models and approaches that are financially feasible and create jobs and good quality 
employment. Another issue / question to consider is what motivates the private sector to get involved 
in environmental projects, particularly to address issues where the economic gains are not obvious e.g. 
adaptation or low carbon forestry. It is also important to promote a 'package' of approaches - i.e. 
support towards enabling conditions as well as tools / instruments to leverage private investment. An 
example of the importance of 'signalling' from public sector to mobilise private investment is the 
20x20 Initiative that helped bring impact investors into restoration projects in Latin America and 
Africa. 

With regard to the scoping paper shared by the DAC ENVIRONET Secretariat, the main feedback 
from participants was a) the paper would benefit from the inclusion of more examples and best 
practice cases b) an analysis of the barriers different private sector actors face and the demand for 
donor support would also complement the existing research.  

3. Leveraging private sector investment for low carbon and climate resilient infrastructure 

The following questions guided the presentations and discussion in the first thematic session: 

• What are the main challenges that development agencies face when designing and 
implementing instruments and approaches to mobilise green private investment, including 
strengthening enabling conditions? What are the main lessons learned? 

• How can efforts to leverage private investment for green growth and climate change be 
extended across infrastructure sectors (e.g. water and wastewater management, transport, 
urban infrastructure) and to address different objectives (e.g. climate change adaptation)? 

• How can trade-offs between environmental, economic and social objectives be managed 
when mobilising green private finance? 

• Are there areas where development partners can benefit from efforts to build an evidence base 
and enhance collaboration between different policy communities (e.g. environment, private 
sector collaboration, development finance)? 

The session was moderated by Paul Horrocks, OECD. The speakers for this session, Alessandra 
Spinelli, European Commission, Emmanuel Haye, Proparco, and Charles Wetherill, Nordic 
Development Fund (NDF), presented four examples of how development providers have successfully 
mobilised private investment for low carbon and climate resilient infrastructure projects. The example 
of EU blending instruments for climate change focussed on how the EC is working with development 
finance institutions to blend grant finance with non-concessional finance to attract private investment 
for renewable energy projects. The second case illustrated the role of a multilateral climate fund - the 
Nordic Development Fund - and the use of grant financing to pilot and demonstrated the feasibility of 
financing small scale green infrastructure and developing enabling policy frameworks for green 
private investment in developing countries. The third example of Proparco's work on climate change 
highlighted the role of bilateral DFIs in financing private sector infrastructure projects and financial 
institutions to increase green infrastructure in developing countries. 

In the following discussion, participants discussed implications of working through intermediaries 
(such as local financial institutions) to deploy investment. One of the main drivers for increasing 
engagement through local financial institutions is their knowledge of local markets and access to a 
wider range of customers. However, scaling up green finance through financial intermediaries 
requires capacity - both fiscal and technical - to ensure both commercial and environmental returns. 

http://www.wri.org/our-work/project/initiative-20x20


Monitoring and evaluation can be more difficult when sever layers of financial intermediation are 
involved. 

Another issue discussed at length was the lack of 'bankable' projects to attract private investment, 
and the role of ODA in creating the demand for private investment i.e. scaling up green approaches. 
Participants underlined the need to 'phase' different levels of concessional financing in order to create 
a pipeline of projects in which the private sector can  invest. For example, technical assistance can be 
used to build capacity in utilities which can then develop bankable projects themselves. In some cases, 
financial institutions can play the 'midwife' role to bring projects to bankability, however they need to 
have the capacity to do this. In terms of adaptation, bankability has been demonstrated in the case of 
climate smart agriculture. 

In terms of trade-offs between environmental and commercial outcomes, renewable energy 
investments are the 'low handing fruit' in that they offer both commercial returns and greenhouse gas 
emission savings. In this area there are several examples of how donors have mobilised private 
capital. For other areas, however, such as energy efficiency or adaptation, despite the potential for 
cost savings and reducing exposure to risks, private investment often has to be encouraged through 
the use of technical assistance. While technical assistance can be used to successfully demonstrate the 
business case for energy efficiency technologies or for adaptation strategies, there needs to be an exit 
strategy for such financing. One way of scaling up approaches is to mainstream climate better and 
more comprehensively across DFI portfolios, so that the focus of green investment efforts moves 
beyond renewable energy. 

4. Enabling SMEs to promote climate change mitigation and adaptation 

The following questions guided the presentations and discussion in the first thematic session: 

• What challenges do development partners face in engaging SMEs to promote climate change 
mitigation and adaptation? What are the main lessons learned from such experiences? 

• How can development partners ensure that environmental outcomes are achieved and 
documented when engaging SMEs through intermediaries? 

• What is needed to scale up successful approaches to engaging SMEs to address environmental 
issues in partner countries? 

The session was moderated by Kees Van der Ree, ILO. The speakers for this session, Céline 
Bernadat, Agence Française de Développement (AFD), Angelika Frei-Oldenburg, GIZ, and 
Alexander Kasterine, International Trade Center, presented three examples of how donors are 
enabling SMEs to invest in climate change mitigation and adaptation. In the case of AFD's SUNREF 
programme, green credit lines are being used to improve SME access to finance for green 
technologies. The second example of GIZ's Programme on Private Sector Adaptation to Climate 
Change illustrated how capacity building and awareness raising for SMEs can enable investment in 
adaptation. The third case demonstrated how the International Trade Center is working with SMEs to 
green supply chains within an 'Aid for Trade' framework.   

In the following discussion, participants and speakers highlighted several lessons learned in working 
with SMEs.  In order to engage small business, it is important to 'speak their language' i.e. make 
reference to cost savings and risks, not to climate change, as drivers for investment and action. It is 
also important to demonstrate the business case for green technologies among SMEs using evidence 
from their own country or even industry.  

http://www.afd.fr/home/projets_afd/appui-secteur-prive/finance-environnementale/la-finance-verte-a-lafd
http://www.afd.fr/home/projets_afd/appui-secteur-prive/finance-environnementale/la-finance-verte-a-lafd
https://www.giz.de/fachexpertise/downloads/giz2015-en-private-sector-adaptation.pdf
https://www.giz.de/fachexpertise/downloads/giz2015-en-private-sector-adaptation.pdf
https://www.linkedin.com/in/itcenvironment


One factor determining successful approaches is the identification of effective entry points to reaching 
SMEs - either through financial institutions, SME and other associations, or through supply chains. 
These intermediaries are especially important in cases where governance is weak - for example in 
fragile states - where they are the only way of reaching out to SMEs. However, one of the challenges 
of working through intermediaries is monitoring - while it is important to demonstrate impact, the 
transaction costs for M&E can be high and intermediaries may not have the capacity required for 
robust monitoring and verification.  

Finally, in order to scale up successful projects, donor finance needs to support the development of 
adequate policy and regulatory frameworks in parallel with demonstration projects. One of the main 
issues in scaling up adaptation approaches is the lack of clarity and definition of what constitutes an 
adaptation measure among SMEs. 

5. Partnering with the private sector to promote sustainable forest management and enhance 
natural capital 

The following questions guided the presentations and discussion in the first thematic session: 

• What are the main challenges in engaging the private sector to enhance natural capital? How 
can development partners support the enabling environment to promote green private 
investment in this area? 

• How can natural capital and ecosystem services be managed along the supply chain of 
different commodities? How can successful approaches to build green value chains to scaled 
up? 

• How can trade-offs between environmental, economic and social objectives be managed 
when mobilising private finance and engagement for natural capital management? 

The session was moderated by Bente Herstad, NORAD. The speakers for this session, Jacinto Coello, 
UNEP, Clement Chenost, Moringa Partnership, and Alice Ruhweza, UNDP, presented three examples 
of how private sector actors are engaging with development providers to promote sustainable forest 
management and enhance natural capital and ecosystem services in developing countries. The case of 
UNEP Finance Initiative highlighted how deforestation can be addressed through commodity supply 
chains. The second example of the Moringa Partnership illustrated how donor financing is being used 
to attract private investments for sustainable forestry and agriculture, particularly in Sub Saharan 
Africa and Latin America. The case of UNDP's Africa Facility for Inclusive Markets demonstrates 
how development partners can support the greening of supply chains while also creating employment 
and skills. 

The discussions on private sector engagement in natural resources sectors highlighted several 
challenges. Mobilising private capital in this area is difficult - despite impact investment 
opportunities, there is a scarcity of projects that can deliver commercial as well as environmental and 
social outcomes. Participants highlighted that the business case for investing in and protecting natural 
capital still isn't clear in many places, and in this area, more than others, development finance should 
focus on building the enabling environment and markets to attract this investment. Several 
participants spoke of the need for donors to engage the private sector to reduce negative impacts on 
natural resources, such as deforestation.  

6. Towards collaboration for enhancing private sector engagement in environment related 
development activities 

http://www.unepfi.org/
http://www.moringapartnership.com/
http://www.undp.org/africa/privatesector


The session was moderated by the chairs of DAC ENVIRONET and DCED GGWG, Matti 
Nummelin, Finland, and Kees Van der Ree, ILO, and brought participants together discuss where 
further analysis / evidence is needed to support development co-operation policy and practice in 
scaling up private sector engagement for green growth. After group discussions, participants shared 
several ideas in two main areas: 

• Areas where further evidence and knowledge can improve development partner efforts to 
engage the private sector for green growth and climate change: There is a need for good 
practice guidance, developed with strong engagement from members with a focus on 
collective learning. Participants also discussed the need for more evidence on successes and 
failures, more case studies shared widely. Several areas where such guidance and case studies 
are needed were identified: choosing the right partners (by industry, type of private actor), 
understanding demand from private sector i.e. where donor finance is needed, developing a 
systems approach to engagement by better coordinating efforts to develop enabling 
environment and engage the private sector, understanding how donors can effectively support 
the enabling environment for green investment / green private sector engagement, and how to 
define and measure success for private sector engagement in environmental fields.  

• Opportunity for knowledge sharing and collaboration: Participants highlighted the need to 
gather commercial insights on environmental issues, and the need to collaborate / consult 
more with the private sector.  

The chairs closed the workshop with the intention of looking for future opportunities for both groups 
to collaborate further. 


