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The goal of the expert meeting was to support an OECD project on engaging the private sector in 

financing climate action. The project aims to promote domestic policies and use innovative 

financial instruments to encourage private sector investment in low-carbon, climate-resilient 

(LCCR) infrastructure. A series of working papers is under preparation  to explore good practice 

in policy design, implementation and government practices, with sector analysis (i.e., transport) 

and selected country case studies.  These are planned for release by end-2012 and the meeting was 

designed in part to provide feedback and input to preliminary work on each. 

The meeting brought together OECD experts (from different parts of the OECD ) and external 

experts (see participants list below). With about 30 attendees, the meeting was designed as a 

small, informal and interactive expert discussion and provided an excellent opportunity to share 

experience about investment barriers, strategic priorities and policy tools for LCCR infrastructure 

investment.
1
 The meeting was organised into thematic sessions, with expert presentations and 

discussions on critical issues and themes, with a particular focus on transport policy and 

infrastructure.  

Opening Session: OECD Policy Framework for Green Investment 

Christopher Kennedy and Jan Corfee-Morlot of the OECD welcomed participants. In introductory 

remarks, Jan Corfee-Morlot recognised the scale of infrastructure financing needs in general, and 

the importance to address barriers to private sector investment not just specific to LCCR 

infrastructure. She presented a simplified version of the OECD Policy Framework for Low-

Carbon, Climate-Resilient Infrastructure Investment (See Figure 1 and discussion under Session 

I), which aims to become the basis for OECD policy guidance in this area.
2
 This policy 

framework should provide governments with a policy checklist to assess progress and eventually 

promote policy reforms that aim to get the risk-adjusted return right to attract private investment. 

Two themes are central: 1. how to get the domestic policy framework right including enabling 

investment policies and those that “put a price” on carbon; and 2. how to develop a financial 

toolkit, i.e., financial tools and instruments to address specific market failures for innovative 

technologies and green infrastructure investment.  

As explained by Cristina Tebar Less (OECD), there is a growing demand for review of green 

investment policies. The OECD Investment Policy Reviews (IPRs) of a few countries (e.g., 

Colombia and Tunisia, forthcoming) now include a chapter on investment in support of green 

growth. A number of other countries have also requested treatment of this issue in forthcoming 

reviews: Jordan, Malaysia (2012), Costa Rica and Serbia (2013). The chapters consider: key 

environmental challenges; regulatory and policy framework; effective implementation of 

investment measures; investment incentives; private sector participation in infrastructure in 

                                                           
1 Partial grant funding for this event has been kindly provided by the Government of the United Kingdom. 
2 OECD (2011, forthcoming), Towards a Policy Framework for Low-Carbon, Climate-Resilient Infrastructure Investment, Staff 

consultation draft, OECD. http://www.oecd.org/dataoecd/53/42/49184842.pdf.   

http://www.oecd.org/dataoecd/46/33/49637785.pdf
http://www.oecd.org/dataoecd/46/33/49637785.pdf
http://www.oecd.org/dataoecd/46/33/49637785.pdf
http://www.oecd.org/dataoecd/53/42/49184842.pdf
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support of green growth; and promotion of green business conduct and business participation in 

support of green growth. 

 

Figure 1. Policy Framework for green infrastructure investment - A Checklist for action 

Goals of a policy framework for green infrastructure investment 
Design policies to ensure timely investment in necessary infrastructure to support economic development and enhance 

human well-being, while protecting the global climate and limiting impacts of inevitable climate change.  
Attract private sector investment to climate-resilient infrastructure by: 

1. Boosting opportunities 
2. Reducing investment risks 

3. Increasing return on investment 
 

Investment 
Policy 

Framework 

 Elements of a Policy Framework for Green Infrastructure Investment  

Climate 
Change 
Policy 

Framework 

1. Strategic goal setting for a green economy  

Clear, long-term vision and targets for infrastructure and climate change; policy alignment 
and multilevel governance, including stakeholder engagement  

2. Enabling policies for competitive, open markets and greening infrastructure 
investment 

Sound investment policies; market based and regulatory policies to “put a price on carbon” 
and correct for environmental externalities; remove barriers and disincentives and incentivise 
LCCR innovation and investment  

3. Financial policies and instruments to attract private sector participation 

Financial reforms to support long-term investment and insurance markets; innovative 
financial mechanisms for risk-sharing such as green bonds; transitional direct support for LCCR 
investment  

4. Mobilising public and private resources for a green economy 

R&D, human and institutional capacity building to support LCCR innovation, monitoring and 
enforcement, climate risk and vulnerability assessment capacity 

5. Promoting green business conduct and consumer engagement in inclusive green 
growth 

Corporate and consumer awareness programmes, corporate reporting, information policies, 
outreach 

 

Session I: Towards Low-Carbon, Climate-Resilient Infrastructure 

In his presentation on Defining and Financing LCCR Infrastructure, Christopher Kennedy 

reminded participants about the risk of carbon and climate vulnerability lock-in in infrastructure; 

hence of the urgent need to upgrade existing infrastructure in OECD countries, and build new 

infrastructure in developing countries. Setting the appropriate policy framework and use 

innovative instruments can improve the risk-adjusted return and the value proposition to turn 

infrastructure projects into attractive business opportunities. Indeed, assuming risk is 

appropriately managed, infrastructure investments display long lifetime and can provide steady 

returns to investors. Chris also proposed quantitative definitions of low-carbon infrastructure, 

along with key characteristics of climate-resilient options by sector. 

Several key messages emerged from the discussion. First, participants emphasised the need to 

mainstream the “green” LCCR dimension into traditional infrastructure investment strategies from 

the outset. There was a view that greening infrastructure had to have the same priority as 

attracting finance to infrastructure (whether green or not).  

http://www.oecd.org/dataoecd/46/32/49637801.pdf
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Second, the experts concurred on the importance of establishing a stable domestic policy and 

regulatory framework to incentivise LCCR infrastructure investment (including a strategic vision 

for infrastructure and climate change). Participants stressed out the importance to sequence its 

different parts in its use, e.g., in a country context. The different components of the policy 

framework could be prioritised according to the domestic, regional, sectoral and/or infrastructure 

priorities. Participants discussed a potential typology for countries and an appropriate type of 

clustering. Rather than taking a country and/or income level approach (e.g., medium income 

developing country versus OECD countries; or, rapidly growing developing country with 

insufficient infrastructure versus OECD industrialised country with low growth and well-

developed infrastructure), several participants advocated a clustering according to the type of 

infrastructure needs, i.e.:  

1. sufficient, mature and efficient infrastructure ;  

2. mature but old infrastructure that have not been maintained or renewed and  

3. insufficient infrastructure to support economic growth.  

Each of the categories presents different challenges in terms of financing and provision of public 

good associated with infrastructure.  

Given the diversity of domestic contexts in terms of infrastructure needs, investment barriers and 

policy priorities, participants acknowledged the difficulty in identifying the most appropriate mix 

of LCCR policy options. To incorporate new knowledge in terms of technologies, infrastructure 

type and climate risks (localised and uncertain), the policy framework could build in flexibility, 

according to domestic context, infrastructure needs, timescale and resource constraints. 

Finally, participants also debated on the political economy of LCCR development; given the 

political agenda of policymakers, it may be sometimes relevant to promote other policy goals 

higher on the political agenda rather than climate change, and these may have strong co-benefits 

and synergies with LCCR goals, such as congestion management, air quality/health benefits or 

network reliability in the transport sector.   

Session II: Infrastructure for Climate Change Adaptation 

In his presentation on Infrastructure and Climate Policies, Stephane Hallegatte (CIRED, The 

World Bank and Meteo-France)
3
 stressed out three key messages. First, financing the 

infrastructure funding gap is critical for development. Climate considerations worsen the problem, 

but do not make it substantively different. Second, retrofitting existing infrastructure will be 

needed in developed countries. In developing countries, much more Greenfield development will 

occur and it will be important to avoid retrofit costs in the decades few decades that follow. Third, 

adaptation, mitigation and other development needs cannot be separated and require a 

mainstreamed approach. In the absence of comprehensive green accounting with a satisfying 

discount rate, synergies represent a second best tool. Indeed, infrastructure offers many synergies 

across policy goals. For much green infrastructure, the key barriers relate to financing and 

implementation, not to economic consideration. Carbon prices alone for instance are neither 

efficient nor sufficient and require a policy mix of alternatives, substitutes and complementary 

measures. The case of urban policies illustrates the presence of tradeoffs and synergies between 

climate policies and other policy goals, demonstrating how a policy mix, integrated within urban 

planning, can achieve win-win solutions across policy goals. 

                                                           
3 Forthcoming article in Nature Climate Change. 



 

4 
 

Michael Mullan (OECD) first highlighted issues linked to investment risk of climate-resilient 

infrastructure projects in the OECD context, including the need to: promote public-private 

partnerships (PPPs); build flexibility in decision making tools to account for data and research 

uncertainty on climate risk; and align risk and rewards to encourage companies to take action. 

Second, he encouraged participants to consider connectiveness issues, e.g., with the water-energy 

nexus. Third, he reminded that adaptation is not just about building climate-resilient 

infrastructure, but also about not building and promoting resource efficiency. Finally, he 

wondered whether low-carbon and climate-resilient goals should be addressed together, as climate 

resilience is more of a risk management issue rather than a true environmental concern.  

Integrating policy goals into a financing and policy framework such as the OECD policy 

framework, rather than working on a project basis, can help connect projects to policy goals, 

while addressing multilevel governance and institutional barriers (e.g., when dealing with the 

local, state/regional and national institutional levels for transport infrastructure). Participants 

recommended coordinating public and private stakeholders, to optimise infrastructure planning 

and maintenance. Network or territorial approaches and land use planning can particularly 

contribute to LCCR goals, even in the absence of defined LCCR objectives.  

At the project level, good contracting is essential to: set incentives for private stakeholders to 

increase climate resilience; incorporate monitoring, verification and reporting (MRV) tools; and 

define responsibilities and risk sharing between stakeholders. In particular, the state in which 

infrastructure is transferred back to the public sector at the end of the contracting period is not 

always included in contractual negotiations. Imposing private contractors the obligation to 

maintain infrastructure and give it back in a climate-resilient format (e.g., for highways’ drainage 

equipment) would dispense the public sector from paying the cost of adaptation afterwards. 

Maintaining existing infrastructure with performance criteria can sometimes be the best way to 

create a climate-resilient system, e.g., for roads, with a criteria for minimum network 

performance, at least until those need to be rebuilt in 50 years. 

Session III : Public-Private Partnerships for LCCR Infrastructure 

Comparing PPPs to the traditional method of separate packages and public funding in his 

presentation on Public Private Partnerships and LCCR Investments, Joop Koppenjan (Erasmus 

University Rotterdam) highlighted good practices for PPPs results to meet expectations in terms 

of driving private investment and innovation, and achieving value for money (VFM) and better 

decisionmaking and control, including: using value capture tools, addressing affordability issues 

and upfront assessment, setting competitive tendering processes, encouraging early private 

involvement, monitoring and benefit sharing, and strengthening the regulatory framework. 

Participants discussed the role of PPP toolkit as alternative contracting forms for infrastructure 

construction and operation, and the conditions under which this type of tool might assist LCCR 

infrastructure development, particularly in the transport sector. They offered to view PPPs as a 

procurement method, representing an alternative both to a more traditional public procurement 

process—which may be more appropriate when the public sector has more knowledge than 

private sector to integrate different parts of the infrastructure project—, and to a full privatisation 

option—PPP can provide decentralised solutions in a more cost-effective way than the private 

sector, e.g., in the energy sub sector. PPPs may be better suited for some countries or sectors, e.g., 

for large metropolitan areas. Participants emphasised the differing roles of private and public 

sectors to finance or fund LCCR infrastructure investment; though essential, private sector 

http://www.oecd.org/dataoecd/46/53/49637868.pdf
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participation can also backfire when not done well, resulting in inadequate service provision. 

Participants also agreed on the importance to back PPPs with a sound policy framework (e.g., on 

intellectual property rights), while allowing for flexibility of PPP contracts and objectives to be 

adjusted over time to account for climate resilience uncertainty. PPP contracts are often long-

term, so introducing flexibility within PPP contracts (e.g., through amendments or renegotiations) 

is one of the key challenges that needs to be addressed when considering PPPs, especially given 

the uncertainties and dynamics involved in LCCR projects. The risk is that PPPs will result in a 

long term lock-in (15-25 years) in a specific technology, while in the mean time other 

technologies prove to be more suitable. It really depends on the quality of the contracts and of the 

parties that work with them, whether this lock-in effect can be countered. PPP arrangements may 

however take many forms. 

Participants expressed diverging views on how best to encourage transparency in legal 

requirements and contracting negotiations, as well as public opinion input and community 

involvement. 

Setting clear roles and sharing risk between public and private actors, and prioritising policy 

options are also needed to avoid duplicating work, optimize the use of scarce public funding and 

prevent diverting private sector money. Public stakeholders can sometimes be better placed for 

investing in rural roads versus private investors in urban transport. Another way to balance risk, 

cost and responsibilities, in order to address infrastructure needs, is to link or package low-

hanging fruit projects with less profitable ones, (e.g., with the South Africa Maputo corridor, a 

PPP in which multilateral development banks reinvest parts of profits from highly used routes into 

secondary routes). Decisions to avoid redundancy should moreover consider decision-making 

criteria other than cost minimisation, e.g., climate-resilient benefits of redundancy (redundant 

road network in Japan helped carrying aid rapidly after the tsunami), and cost of inaction. 

 

Session IV: Evaluating Investor Risk in Infrastructure Projects 

Mike Wilkins (Standard & Poor’s) presented on Evaluating Investor Risk in Infrastructure 

Projects. He shared findings of Standard & Poor’s & Parhelion’s Climate Finance Roundtable on 

investment risk and key barriers for low-carbon infrastructure projects. First, despite an appetite 

of pension funds to invest in low-carbon infrastructure (e.g., through energy or green bonds), 

investors are concerned about longevity risk and stability of climate policies and regulations. 

Regulatory risk is particularly high for clean energy markets, as they still require public support 

but are moving away from public support towards cost-competitiveness, e.g., with the erosion of 

feed-in-tariffs (FiTs) and their replacement by policy instruments such as power purchase 

agreements (PPAs). Second, barriers for large-scale low-carbon investments stem from the small 

size of the secondary debt market and the absence of liquid, investment grade asset-backed 

securities. Initiatives such as the EU Project Bond Initiative have the potential to enhance the debt 

rating of commercially viable projects. 

In discussion, experts stressed the role of regulations and financial incentives (beyond FIT) to 

secure investments in the future. Investing in LCCR infrastructure is particularly challenging in 

the absence of a sufficient and stable carbon price. Though a carbon price is indispensible in the 

longer run, supporting innovation in clean technologies still requires more than carbon price in the 

near term. In particular, other instruments include: energy mix targets such as renewable portfolio 

standards; mandatory and voluntary tax incentives; and removal of fossil fuel subsidies, with a 

http://www.oecd.org/dataoecd/46/52/49637897.pdf
http://www.oecd.org/dataoecd/46/52/49637897.pdf
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need to stage the transition and provide immediate alternatives to the poorest. The recent Nigerian 

experience demonstrates this, as well as a need for transparency and challenges resulting from the 

public’s lack of trust in the government. Other financial tools, such as credit enhancement and 

loan guarantees, can support viable projects but are not a panacea for unsound projects. Finally, 

though PPAs are usually preferred for investment-grade countries, it can also become a viable 

instrument in low investment-grade country with the appropriate support. 

Participants also suggested that the reluctance of institutional investors to invest in infrastructure, 

unlike commercial banking, may stem from a capacity building issue,  which is in part due to the 

large number of small pension funds. Project finance may not be as well equipped as banking 

finance to address infrastructure risk and crediting issues. However, as bank finance becomes 

increasingly difficult to tap into, there may be capacity to build project finance. 

The discussion also brought a focus on how financial markets view and value infrastructure 

project credit risks, with sources of risk ranging from country characteristics (e.g. political risks) 

to project-specific risks (e.g. counter-party risk). Standard & Poor’s is developing a tool to reflect 

the carbon exposure (in terms of liabilities and risk) in credit markets, though it is so far mostly 

comparing sectors in terms of climate regulatory constraints. Mike Wilkins recognised the 

difficulty for credit rating agencies to incorporate and valuate climate risk (e.g., risk of lock-in in 

carbon-intensive pathways). Credit rating agencies are interested in forecasting financial 

performance (more than in reporting). Governments can encourage investors to take into account 

carbon risk by promoting transparent practices and information sharing of corporations, on a 

voluntary basis—e.g., through the Carbon Disclosure Project or the GHG Protocol Corporate 

Value Chain (Scope 3) and Product Life Cycle Standards—, or by setting mandatory carbon 

reporting. Some international harmonisation of methodologies across countries and types of 

companies is needed to be able to compare the data reported. 

Session V: Applying the LCCR Framework to the Transportation Sector: Towards Good 

Practice 

During his presentation on Green and Resilient Transport Infrastructure Investment, David 

Banister (Oxford University) defined key characteristics of green and resilient transport 

infrastructure, in terms of investment type (refurbishment versus greenfield), capacity 

management, demand management, transport mode or organisational and governance structures. 

He also stressed key issues to consider. First, resilience often translates into higher costs (e.g., 

transaction cost), in specific locations. Given the enormity of the cost required to achieve 

sufficient scale, the policy debate cannot elude the cost and financing issue. Second, adaptation is 

interlinked with other issues, and sectors are highly interdependent. It requires some flexibility. 

Redundancy for instance can improve resilience (e.g., for network nodes). Third, it is essential to 

define low-carbon infrastructure on a carbon life cycle basis. 

Geraldine Ang (OECD) applied the OECD framework to The Case of Private Investment in 

LCCR Transport Infrastructure. She re-emphasised the need for a strong framework to address 

investment barriers (e.g., given the higher regulatory and political risk associated with LCCR 

options) and support private sector investment, despite public sector’s prevalence. The challenge 

is to identify the appropriate LCCR policy options to attract and scale-up private investments, 

while simultaneously optimising the provision of social, environmental and economic public 

goods and goals. In terms of sequencing of the policy checklist (see Figure 1), the priority may be 

first to set a long-term strategic vision and address multilevel governance issues. Other priorities 

http://www.oecd.org/dataoecd/46/54/49637837.pdf
http://www.oecd.org/dataoecd/46/31/49637822.pdf
http://www.oecd.org/dataoecd/46/31/49637822.pdf
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include inter alia: 2. Establish market conditions for LCCR transport investments—e.g., by 

removing barriers to entry, setting market-based instruments and standards, and promoting land 

use planning and zoning; and 3. Develop financial tools to attract private investment. 

During the discussion, participants emphasised the need to address trade-offs and build synergies 

to seek strategies with co-benefits across multiple policy goals:  mitigation and adaptation policy 

goals, alongside of other development and/or sector policy goals. Setting a policy mix across 

multiple goals helps to drive additional private and public funding towards LCCR infrastructure, 

increase affordability and achieve win-win solutions across policy goals. In particular, a low-

carbon transport strategy—often described as the Avoid-Shift-Improve (A-S-I) approach—needs 

to integrate land use planning, to capture the full value of new infrastructure (e.g., through land 

value capture) and promote transit-oriented, compact urban development.  

Participants also highlighted the need to: 1. take into mobility needs into transport strategies; 2. 

ensure availability of LCCR transport alternatives; and 3. evaluate policy tradeoffs between 

transport modes substitutes and alternatives. 

Furthermore, experts noted the specific challenges of the transport sector—e.g., public transit’s 

high upfront cost and low operational profitability require public investment including backing 

private investment with additional revenues, using real estate development, taxes and land value 

capture. Regulatory barriers however often limit opportunities, whereas transport oriented 

development and long-term, stable land use and transport planning (e.g., in Curitiba or Arlington 

County) facilitate LCCR infrastructure planning and its financing. This challenge suggests 

considering bundling the most profitable part of public transport networks with the least efficient 

routes, to maximise service provision even with PPP projects. Discussion identified potential 

perverse effect of land value increase, i.e., gentrification.  Finally, participants also emphasised 

the importance of multilevel governance and capacity building to scale up LCCR initiatives. In 

India, the Jawaharlal Nehru National Urban Renewal Mission illustrates efforts to reconcile 

capacity building gaps between bottom-up knowledge and top-down financing. Participants also 

recognised the role of political leadership to promote initiatives in the absence of an appropriate 

policy framework (e.g., in Curitiba). 

Session VI: Discussion on a Mexico case study in the transport sector 

In introductory remarks, Nancy Kete (the Rockefeller Foundation) discussed the financing issue, a 

potential barrier to sustainable mobility. Indeed, though bus rapid transit (BRT) has been 

recognised as a best practice since the 1990s (130 projects globally), scaling up BRT projects is 

constrained by the fact that projects are sometimes not bankable. Financing however is not the 

only barrier. BRT is indeed a very robust investment in general, with lower running cost than 

alternatives and frequent high returns, yet from 1970 until 1990, scaling up BRT was challenging.  

Unlike successful policy support cases on the supply side (e.g., BRTs), Nancy Kete also noted the 

current gaps globally on the demand side, to support sustainable mobility. As experts stressed 

throughout the meeting, integrated demand side management is essential to encourage behavioural 

changes, e.g., using congestion prices and parking regulations. 

Adriana De Almeida Lobo (CTS EMBARQ Mexico) presented Case Studies from Mexico on 

urban resilience. Resilient cities are characterised as being connected, planned, prepared and well-

governed. Financing urban public transport in Mexico is crucial to promote compact urban 

development and address Mexico’s accessibility and mobility challenge. The cases of BRT in 

Mexico City and Leon illustrate the need to reform traditional financial and business models in 

http://www.oecd.org/dataoecd/50/59/49694752.pdf
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fast-growing cities to support transit-oriented development, by establishing a regulatory 

framework allowing to control revenue flows and operational management. Steps in the right 

direction in Mexico include: the Public-Private Societies Law on PPPs, the Climate Change Law 

(under review), the Urban and Suburban Mass Transit law (at initial proposal stage) and the 

Human Settlement law. Two public programmes currently support LCCR development: the 

federal mass transit funding programme (PROTRAM) and Integrated Sustainable Urban 

Development programme (DUIS). Participants noted the need to consider the scale of public 

transit investment (e.g., BRT) against the scale of funding for roads in urban areas. Unlike 

PROTRAM, a fund dedicated to mass transit, Mexico federal infrastructure fund (FONDADIN) 

originally targeted road infrastructure; however it was later extended to BRTs, toll road projects 

still receive 60% of the fund.  

It is also essential to clearly identify the policy goals and rationale driving the choice of a given 

transport mode against available LCCR options, e.g., BRT versus rail. Rail projects in Mexico 

mostly try to convert freight routes into passenger routes, and sometimes lack the appropriate 

demand level. BRT however does not require large upfront investment cost and can achieve 

operational profitability when used on highly used routes. Choosing the appropriate option 

requires first, to integrate land use planning with a transport centric notion, and second, to tailor 

policies to each city’s needs and challenges. Finally, participants recommended selecting the 

appropriate metrics to measure progress towards achievement of resilience of a city, e.g., the 

reliability of travel time, and the reasonable travel time to expect. 

Closing Session 

In conclusion, Christopher Kennedy emphasised the complexity of the issue of LCCR 

infrastructure financing, with the need to address multiple issues, from the use of PPPs to the risk 

and carbon exposure of private investors, to the need for new business models in the transport 

sector, among other key points. Furthermore, experts concluded that funding LCCR transport 

infrastructure requires moving away from short term considerations, to integrate medium run and 

long run concerns into investment and construction of transport projects, using an appraisal 

framework to take into account reliability, robustness, and system resilience. Such a framework is 

currently lacking at the national level, along with performance metrics to measure it. Alternative 

financing mechanisms such as land value capture remains poorly understood and underutilised 

and furthering uptake of these in the transport sector has potential to support LCCR transport 

infrastructure investment. 

Overall, the expert meeting provided valuable advice that may be useful for governments seeking 

to attract private sector investment in LCCR infrastructure. 
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