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• Analytical base 
• Some findings 
• Some case studies 



WHAT IS WRI? 

A global research 
organization that works 
closely with leaders to 
turn big ideas into action 

 
MISSION: To move 
human society to live in 
ways that protect Earth’s 
environment and its 
capacity to provide for the 
needs and aspirations of 
current and future 
generations. 

 

Presenter
Presentation Notes
WRI is a global research organization that spans more than 50 countries, with offices in the United States, China, India, Brazil, and more. Our more than 300 experts and staff work closely with leaders to turn big ideas into action to sustain our natural resources—the foundation of economic opportunity and human well-being.



SIX GOALS, THREE CROSS-CUTS 
Climate Energy Food Forests Water Cities & 

Transport 

Business 

Governance 

Finance 
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Our programs focus on six interrelated global environment and development challenges that must be addressed this decade.Climate Change: Global greenhouse gas emissions must peak by 2020, while building a strong, low-carbon economy.Energy: The transition to clean and affordable energy must be accelerated across a tipping pointFood: New approaches must be taken to sustainably feed 9.6 billion people by 2050.Forests: Mass deforestation must be stopped, and restoration of 2 billion hectares of degraded land must be accelerated.Water: Critical risks must be measured, mapped, and managed.Cities & Transport: The shift  to efficient, livable, low-carbon cities must be taken to support the world’s urban dwellers today and the 1.5 billion who will be added by 2030.Addressing these challenges requires input and action from three cross-cutting disciplines:Governance: Empower people with access to information and environmental rights.Finance: Shift investment toward sustainable development.Business: Create business value through environmental sustainability.Recently WRI has added an Economics function that will also work across the Institute. The small team is led by Helen Mountford, ex OECD.



FINANCE CENTER 

WHAT 
  
• Shift the world’s financial flows to support sustainable 

development 
• Improve the public sector’s ability to attract the level of private 

investment at the scale required to close the climate finance 
gap 
 

HOW 
 
• Provide decision-making tools and research 
• Facilitate public-private partnerships 
• Convene public and private sector decision-makers 
 

Presenter
Presentation Notes
The Finance Center is crosscutting, and aims to help shift financial flows towards sustainability, while achieving biggest bang for buck.We do this through our research, some of which I will talk about, as well as through dissemination, building partnerships, and convening.
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FINANCE CENTER WORK 
 

Three main pillars 
 
• Green Climate Fund 
• Emerging Actors 
• National Level 

Institutions 
 
www.wri.org 
 

Presenter
Presentation Notes
WRI’s signature initiative in the immediate short-term is work on the Green Climate Fund. This involves providing inputs, review and comments on the various policies and procedures being devised by the GCF to operationalize it, but also analytical work in a number of areas that can inform such inputs.A second body of work involves emerging actors. Another signature initiative is working with China to make their overseas investments more sustainable. We will also work with a few developing countries to empower them make investments within their borders more sustainable and directed towards climate friendly investmentsThe third area of focus is on national level institutions – essentially, on readiness and ability to manage and deliver on climate finance.



GREEN CLIMATE FUND 

Making the Green 
Climate Fund operational 

• Informally advise co-
chairs & influential 
Board members 

• Mobilize external 
stakeholders to advance 
ambitious decisions 

• In-depth analysis on key 
elements of the 
business model 

 

Partners 
CMIA 

CPI 
G2A2 
ODI 
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CLICKOn the Green Climate Fund, our overall goal is to make the fund operationalCLICKOur strategy is to advise the co-chairs & the Board members directly, but informallyWe will also work with external stakeholders (private sector, development finance institutions & civil society) to advance ambitious decisionsOur offer here is to help design the fund’s business and operating model (we didn’t win the bid but we’re still doing this work & helping shape the background papers & the decisions)CLCKCLICKCMIA: Climate Markets & Investment AssociationCPI: Climate Policy InstituteG2A2: Green Growth Action AllianceODI: Overseas Development Institute



CHINA’S OVERSEAS INVESTMENTS 

Making China’s overseas 
investments sustainable 

• Advise government on 
laws/regulations 

• Support financial 
institutions & companies 
to strengthen their 
policies 

• Risk assessment tools 
& evidence of best 
practice 
laws/regulations 

• Convene government & 
other stakeholders 

 

Partners 
BNU 

CCICED 
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CLICKOur main goal here is to make China’s overseas investments in other developing countries sustainable, environmentally and sociallyCLICKOur strategy is to work directly with government agencies, mainly the Ministry of Environmental Protection, but also with other ministries, regulators & legislators advising them on laws and regulations that are consistent with international best practiceWe also work directly with key financial institutions & companies supporting them to strengthen their internal risk assessment policies & practicesWe bring specific tools from across WRI (e.g. on ecosystem services & community engagement) and over a decade of experience working with other international financial institutions to integrate them into policies and practicesWith our partners, , we are also convening some of the key government & industry stakeholders around these issues. We can bring analysis of best practice in other countries and case studies of the business impacts of poor sustainability risk assessments by Chinese overseas investorsCLICKThese are some of the publications we have been working on and CLICK these are our partnersBNU: Beijing Normal UniversityCCICED: China Council for International Cooperation on Environment and Development



BRAZIL INVESTMENTS 

Making Brazil’s Domestic 
& Overseas Investments 
Sustainable 

• Advise BNDES on 
sustainable investments 

• Work with government, 
civil society & industry 
to strengthen BNDES’ 
policies 

• Best practices on 
innovative financial 
instruments & access to 
information 

 
Partners 
BNDES 
CSOs 
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CLICKIn Brazil, the focus is on both investments within its borders as well as overseasCLICKOur strategy, which is still fairly nascent, is to work BNDES directly to support investments in areas such as land restoration, sustainable transport & clean energyWe aim to bring not only WRI thematic expertise but also our expertise on innovative financial instruments to leverage private sector investments and on transparency & access to information policiesIn addition to working directly with BNDES, we would also engage relevant ministries, partner with industry and civil society groups to advance shared goalsCLICKThe synergies cut across the several themes in the Brazil strategy, and have made most progress in advancing discussions on landscape restoration & green infrastructure



NATIONAL LEVEL INSTITUTIONS 

Making investments 
within developing 
countries sustainable 

• Advise governments & 
private sector on 
making sustainable 
investments 

• Partner with CSOs to 
ensure transparency & 
accountability 

• Needs & capacity 
assessments 

• Capacity & systems 
building support 

• Stakeholder convening 
for shared learning 

 

Partners 
UNEP UNDP ODI 
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CLICKOur goal here is to make investments within a few key developing countries sustainable and, in large measure, oversee the climate-friendly investments effectively and accountablyCLICKOur strategy initially is to work in several different countries on various aspects such as:climate finance readiness in 6-10 countriessustainability of investments in the oil sector in Uganda & Kenya in partnership with the property rights teamfinance tracking & monitoring in a few othersWhat we bring to the table is an ability to help many of these countries assess their needs, provide capacity & systems building support in some areas, and an ability to bring them together into shared learning forumsCLICKThe potential for synergies here too is significant and the challenge really is limiting our scope to be more focused
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MAINSTREAMING SUSTAINABILITY IN 
INVESTMENTS 

• Integrate climate change considerations: government policies should be 
set up to screen investments upstream of development and 
implementation for risks arising from impacts of climate change and 
potential emissions 

• On the mitigation side, these policies would integrate global 
environmental costs into economic analyses, allowing for a true 
accounting of costs and benefits of investment alternatives 

• On the adaptation side, investments would be screened for the potential 
impacts of climate risks on activities and communities at the concept 
stage  

 

 

Presenter
Presentation Notes
One of the items that Nelly asked me to talk about was how financial institutions have integrated ESG issues into their work. This slide encapsulates our recommendations from an assessment of World Bank projects.We reviewed 60 World Bank investments approved between January 2012 and June 2013. Framework of 18 indicators  covering 4 broad areas: How investmentsMeet the needs of vulnerable populations;Identify and respond to social and environmental risks;Identify and assess climate change-related activities and risks; andAddress certain client-country governance issues.75% of the projects did not incorporate assessments relating to climate change risks into their design.88% of the projects did not assess likely greenhouse gas (GHG) emissions from the project activities, relative to a baseline.Only 48% of the projects demonstrated that they were strategically embedded in long-term sustainable development plans.



THE ROLE OF THE PUBLIC SECTOR 

Presenter
Presentation Notes
What can governments do to encourage climate-relevant investment?  The role of the public sector is critical. This slide shows the different interventions and support that the public sector can provide.Public Support: Support governments in strengthening the policy and institutional environment as these address some of the underlying conditions that catalyze investments, but you could also addressing non-financial barriers that impede businesses from investing & banks from financing more green/climate friendly investmentsPublic Finance: Provide to finance to private sector actors to address financial barriers and risks and improve the risk-return profile of more climate/environment-friendly investmentsThe Government can also build:Partnerships: Lastly, build strong partnerships across the public financing ecosystem to improve coordination and collaboration among them in a manner that scales private sector/commercial investments to maximize your collective impact. [note: an area where much improvement is needed]Policy and InstitutionalIndustry and FinancialFinancing



WHAT CAN GOVERNMENTS DO? 
PUBLIC FINANCE TO ADDRESS RISKS 

Presenter
Presentation Notes
I want to stress that creating the right enabling environment is key. But even with the right enabling environment, there may be risks that investors face that work against low-carbon investmentThese include political and macroeconomic risks, often referred to as market risks broadly, but then there are risks that are specific to the sector, industry of technologyThis is where financial instruments that can mitigate or buy down the risk can help to improve the risk-return profile of low-carbon investments.  This can also be an effective use of public finance. The challenge is to minimize concessionalty and ensure that any subsidies or sweeteners are transitional and can be phased out when the market matures.I will not go into the details of these instruments, but do want to talk a little about one that is widely used with credit lines – and that is risk-sharing or guarantee facilities. Basically, default or non-payment risk is shared between the bank and the public or quasi-public sector according to some agreed formula. This reduces the risk faced by the bank, and provides an incentive to lend to that activity – but it does not eliminate it altogether, thus reducing moral hazard overall. I believe that others will discuss such facilities in greater detail tomorrow.
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INSTITUTIONAL MANDATES IN THE US 

Overseas Private Investment 
Corporation 
• 2008: commitment to 

lower GHG emissions 
across its portfolio by 
50% over 15 years 

Export-Import Bank of the 
United States 
• 2008: Congressional 

mandate to allocate 10% 
of annual financing to 
renewable energy and 
environmentally beneficial 
exports 
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In 2008, OPIC – reacting to external pressure - committed to lowering greenhouse gas emissions across its portfolio by 50% over a 15-year period ending in 2023. OPIC made “renewable resources” an explicit strategic priority. Initially focused on clean energy, OPIC has expanded its renewable resources efforts to include food security (agriculture) and clean water. Under the influence of both the emissions cap and Chief Executive Officer Elizabeth Littlefield, OPIC’s climate-relevant portfolio has grown significantly since 2008.In that same year, the US Congress mandated Ex-Im Bank to allocate 10% of its annual financing to renewable energy and environmentally beneficial exports. However,  a 2010 US Government Accountability Office (GAO) report found that Ex-Im Bank was far from achieving its target, with 1.57% and 1.79% of its financing dedicated to environmentally beneficial exports in 2008 and 2009, respectively. Ex-Im Bank’s financing for renewable energy projects as a percentage of its overall financing grew each year between 2008 and 2011 but fell in 2012. It cited market-related challenges beyond its control for the contraction in 2012.Ex-Im Bank has not come close to achieving its congressional mandate. This could reflect Ex-Im Bank’s overarching mandate to promote US exports—which are subject to market pressures and fluctuations—and the demand-driven nature of Ex-Im Bank’s financing. It could also indicate the need for Ex-Im Bank to ramp up its efforts to address the recommendations of the GAO report: to consistently follow strategic planning practices such as involving and communicating with stakeholders, assessing internal and external environments, and realigning staff and resources to correspond with priorities. In addition, adopting even a slightly higher risk tolerance for renewable energy projects in developing countries would help ensure a shift from brown (e.g., fossil fuel sector) to green investments.



ENERGY EFFICIENCY IN THAILAND 

Energy conservation law, fund for EE, training to implement law 

 

Implemented DSM plan for EE at energy utilities 

Saved 15,700GWh by 2012  

Revolving fund to provide low-interest 
credit lines for banks to on-lend 

Financial incentives & increased 
banks’ awareness of EE 

20-year EE plan to reduce energy 
consumption by 20% by 2030 

CTF investment support for EE by the 
private sector 
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The Thai government began focusing on EE in the 1990s. In 1992, a law was passed setting EE standards for industry, and an Energy Conservation Promotion Fund - raised funds for EE through a tax on petroleum products.In 1993, the state-owned utility Implemented Demand Side Management Plan with $40 million from GEF and Australian & Japanese governments. It raised public awareness, built local capacity and was designed in coordination with the private sector.Yet, limited understanding by local banks of energy efficiency projects = difficult for potential developers to access financing, so in 2002 an Energy Efficiency Revolving Fund was established with funds from ECPF. Provided credit lines, initially at no interest, to local banks so they could provide loans for energy efficiency projects. By 2010 had financed projects with a total investment of $453 million, resulting in energy cost savings in the region of $154 million each year.Now embarking on 20-year energy efficiency development plan, funded through the Energy Conservation Promotion Fund with approximately $560 million over five years, which aims to reduce energy consumption by 20 percent by 2030. The CTF is also providing support.Key to its success: designed in close coordination with the private sector, carefully tailored to the Thai context, and widely disseminated through public awareness campaigns, resulting in strong support from industry and the publicconsiderable staff expansion and training to build implementation capacityFinancial incentives to banks and increased awareness and experience of energy efficiency projectsGovernment had a reliable source of funding from the Energy Conservation Promotion Fund to invest in the Revolving Fund, so it did not need to rely on international support



ENERGY EFFICIENCY IN MEXICO 

 

Mexico Efficient Lighting and Appliance Project 
 
Objective: Replace old inefficient appliances 
 
Barriers: 
• Household financing costs 
• Risk perception and reticence of commercial banks 
• Scale 
 

Presenter
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Residential energy use is significant in Mexico, growing faster than GDP – 25.8% of total electricity use in 2008. The Efficient Lighting and Appliances project in 2010, led by Mexican development finance institution Nacional Financiera (NAFIN) and the Mexican Ministry of Energy (SENER) : improve energy efficiency through the replacement of old, inefficient appliances. It is another interesting example of how governments, national agencies and multilateral institutions can work together.There were challenges to convince low- and middle-income households to invest in energy efficiency measures. The key ones are identified here.Household financing costs: The high investment cost of new, efficient equipment.  Such cost barriers were addressed by IBRD and the government of Mexico through the free energy efficient light bulbs in Component 1 and the complementary provision of vouchers and concessional credit lines in Component 2 by NAFIN and the CTF. Concessional CTF financing in particular provided an important discount to the credit line rate charged to certain consumers. Default risk and risk-averse lending practices by commercial banks: Banks are often hesitant to lend to lower-income households due to the higher risks of default, To offset this risk, SENER and the GEF (through grant funding) created a guarantee facility to ensure repayment of the loan amounts to NAFIN, the main lender for the credit line in Component 2. Scale issues: Achieving a sizeable impact on emissions through residential energy savings requires the participation of a large number of households. The WBG and other national government agencies’ involvement, through dedicated credit lines and guarantee facilities, provided an important aggregation service for these transactions. This figure shows the project’s three components: Direct financing to households from IBRD and the government of Mexico to help them transition to using energy efficient bulbs; Discount vouchers and concessional credit lines provided by NAFIN and the CTF to help consumers replace older refrigerators, air-conditioners and other appliancesTA from SENER and the GEF to develop energy efficiency standards and support the financing provided by IBRD/Mexico/NAFIN and the CTF. Total project cost was $713 m, financed by the private sector $176 m, IBRD $250 m, CTF $50 m, GEF $7.1 m and the Government $229.7 m



SOLAR WATER HEATERS IN TUNISIA 

 

1984: Solar thermal energy strategy 
1990: Laws to promote energy conservation 
1996: Project to install solar thermal panels 
2005: Programme Solaire 
 
 • Financial sweeteners: capital 

cost subsidy, transitional 
interest rate subsidy 

• Engage local financial 
institutions: commercial loans 

• Involve utility: for loan 
repayment 

• Capacity building, awareness 
raising 

 

Presenter
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BarriersSubsidies on LPG, Lack of awareness, Lack of financingFirst project created market awareness, stimulated market growth but did not consider the long-term viability of the initiative. After funding dried up, project ended.Programme solaire, or Prosol aimed to revive the market for SWHs in the residential sector by engaging local financial institutions to provide credit lines to consumers. It provided a 20 percent subsidy on the capital costs of SWHs and a temporary interest rate subsidy, which was gradually phased out after eighteen months. Commercial banks provided loans to consumers which were repaid via the state electricity utility, Tunisian Company of Electricity and Gas (STEG), through the electricity bill. Prosol also included awareness-raising campaigns targeted at consumers and commercial banks, and provided capacity building to financial institutions and technology providers to develop long-term knowledge and expertise. Total public and private investment in Prosol between 2005 and 2010 amounted to an estimated $134 million, including an estimated $21.8 million in government funding to cover the capital cost subsidy. The public sector provided 18 percent of investments and local private investors (commercial banks and households) accounted for the rest.Lessons:Financial incentives alone are not enough; Readiness activities such as targeted awareness and communication campaigns, interest rate incentives and capacity-building activities to familiarize banks with SWHs, were fundamental to ensuring Prosol’s success. Careful allocation of risks among key actors: STEG’s involvement was critical to engaging local financial institutions. It enabled consumers to make loan repayments through the electricity bill, reduced the risk of default (since STEG could withhold electricity services in the event of non-payment), and allowed banks to offer loans to households with softer credit conditions and longer repayment terms (from 3 to 5 years). It also reduced the transaction costs for banks, as STEG handled the paperwork and credit checks. Commitment from the Tunisian government to support SWH investments, including policies to promote SWHs, was important in allowing the sector to be competitive in a market distorted by fossil fuel subsidies. In addition, there has been a significant reduction in public spending on LPG subsidies through a one-off, legally mandated capital cost subsidy for SWHs.



WIND ENERGY IN MEXICO 

Presenter
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The government of Mexico began to research and promote renewable energy in the late 1980s and early 1990s. The first 2 MW demonstration wind project in Oaxaca was established in 1994 by the state-owned utility CFE.In 2003 UNDP supported a project with GEF funding that aimed to address a number of policy and industry barriers, including training to build industry capacity and conducting wind resource mapping and feasibility studies. In 2006 the World Bank supported a project to scale up renewable energy development, also with GEF support. The project supported capacity strengthening for the Energy Ministry (SENER) and the utility CFE, policy development and a wind resource assessment.  It also provided a production incentive of 1.1¢ per kWh for the first five years of operation of a 103 MW wind farm (La Venta III). This wind farm was the first to be developed by an independent power producer (IPP).In 2008 the Mexican Congress passed a law to promote the use of renewable energy resources, which mandated SENER and CRE to develop a national strategy, including targets, regulations, and financing mechanisms to promote renewable energy. In 2009 the Clean Technology Fund provided concessional finance for the first two private-sector wind projects (La Ventosa and Eurus) under the self-supply modality of $15 million and $30 million respectively. LA VENTOSA PROJECT: In 2009 it was not easy to secure debt financing in Mexico due to the global financial crisis. In 2010, the project sponsors sought additional financing from the IFC, the CTF, the IDB, and the U.S. Export-Import Bank (Ex-Im) in the form of debt, interest rate, and currency hedges, as well as carbon credits through the international Clean Development Mechanism (CDM). As the project approached its financing close in 2009, it benefitted from the several above-mentioned government initiatives (supported by international partners) that supported an enabling environment for wind power generation in Mexico.The role of the multilateral agencies was critical to ensuring project viability. Additionally, the project’s viability was aided by complementary renewable energy policies and targets established by the Mexican Government, as well as by previous work financed by the GEF through the World Bank and the UNDP. Since the financing of this project, a further 1.2GW of wind capacity has been installed or commissioned, including projects under a similar framework. Further, the two subsequent wind projects financed by the CTF have required a lower concession and no subsidy at all, respectively. By 2011 wind capacity had grown from 2 MW in the early 2000s to 500 MW in operation and 1,470 MW under construction. Private sector participation had grown from two projects with less than 1 MW combined capacity to over 17 projects in operation or under construction with more than 1,900 MW capacity. 



THANK YOU! 

 
More information at 
www.wri.org 
 
Shilpa Patel 
Principal Advisor, Finance Center 
spatel@wri.org 

http://www.wri.org
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