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Even as countries struggle to 
agree on a global framework for 
limiting greenhouse emissions,
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and so limit 
society’s contribution 

to dangerous levels of 
climate change,



developing 
countries must 
already adapt to 
rising temperatures, 
changing rainfall 
patterns, melting 
glaciers and sea 
level rise. 
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There are opportunities for getting 
ahead in the global economy if 

countries transition quickly to a 
low carbon development 

path.



Information and different 
approaches to climate change 
and development planning have 
blossomed.
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New Global Sustainable Development Goals
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Small part of the global investment that needs to shift to 
support climate compatible development

10
Source: ODI & WEF (2012) Green 
Investment Report 



Landscape of International Climate Finance

Landscape of International Climate Finance
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Framework and competencies for direct access
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Resource mobilization strategies & sustainability of 
national climate change funds (NCCFs)
Resource Mobilization Approach for NCCFs



Evolving carbon finance activities & vehicles

2000 2001 2002 2003 2004 2005 2006 2007 2008 201120102009 2012+

Partnership for Market Readiness

KP & EU-ETS effective

Post-2012 focus

End 1st Commitment Period



Mobilizing Finance via Capital Markets

Products and Advisory Services for 
catastrophe risk financing

• MultiCat Program
• Caribbean Catastrophe Reinsurance 

Facility (2007, 2008, 2009)
• CAT DDOs
• Weather hedges

World Bank Green Bonds:
• $21 billion issued in 2016
• Growing exponentially in MDBs and private 

banks in developed and develping counries 
• Green Bond Principles adopted by 

consortium of investment banks in January 
2014

Example: Mongolia 
Index-based Livestock 

Insurance Project

• In Mongolia, the livestock sector 
represents 87 % of GDP and supports 
at least half of the population. 

• Between 1999 and 2002 however, 
one-third of the national herd was 
lost in successive harsh seasons, 
showing extreme vulnerability. 

• This project introduces a new market-
based approach that spreads the risk 
across herders, government, and the 
private sector. 





Beyond The Sum Of Its Parts

Each source addresses different set of needs, risks or 
barriers, and also reduce transaction costs of navigating the 
landscape of climate finance

Efficient combination of resources from different 
instruments can maximize and leverage public and private 
sources while encouraging climate-resilient and low-carbon 
development

Climate finance is catalytic while most mitigation and 
adaptation action is funded from domestic and international 
mainstream sources



Conceptual Framework for Readiness
A. National climate 

context, 
vulnerabilities and 

opportunities

B. Enabling 
Environment

B1. Public B2. Private

C. Delivery of 
results

D. Information management and coordination

E.
 M

an
ag

in
g 

fo
r r

es
ul

ts

Climate 
finance

Presenter
Presentation Notes
There are many ways to look at climate finance readiness. This slide represents a very generic framework that highlights five key elements of readiness: National climate context, vulnerability and opportunities�Every country should start with establishing their own specific climate context including what their main vulnerabilities are and what the opportunities for mitigation are. Most countries have done this already.Enabling Environment�Each country should have an enabling environment which is a set of (climate) policies and institutional framework. This enabling environment needs to focus on both the public as well as the private sector. Delivering Results�Countries also need the capacity to translate the vulnerabilities and opportunities into actual change on the ground. This includes decision making frameworks, operational capacity, safeguards, access to international finance, etc. Information management and coordination�Climate change is a cross-cutting issue and there needs to be a good flow of information and good coordination between different stakeholders.Managing for Results�In order to measure progress towards climate objectives, countries also need a good system for monitoring and reporting. This needs to be part of a ‘learning system’ where the results and progress is fed back into the enabling environment, improvement of implementation capacity, etc. Climate finance can be used to strengthen each component and readiness funding should be targeted in a way that it strengthens this system and is targeted to areas that are hindering effective use of climate finance. 
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Actors involved in readiness at country level 
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The Climate Change (CC) challenge
Climate mitigation and adaptation will require the private sector

Source: The Global landscape of climate finance 2014, Climate Policy Initiative

Spenders of climate finance Implications

46

61

Public Sector

Unknown

Public / Private Sector

32
Private Sector191

Current spenders of climate finance, 2013 (USD Billions)
Total finance = USD 330B

• The private sector is the main energy user and green house gas 
producer so plays an important role in mitigation and requires 
climate resilience to protect its business operations 

• At present, the private sector spends USD 191 billion, which is  
over half over all climate finance, and will likely play a greater role 
mitigation and adaptation in future

• Future private sector climate finance expenditures might need to 
reach USD 580 million annually or beyond, to keep the earth on a 
2C emissions path

• The private sector is well positioned to drive mitigation and 
adaptation activities because:

– It has the incentive and capacity to develop new 
technologies faster, more efficiently, and at a lower cost 
than the public sector 

– It has a stronger connection with consumers than the 
public sector, so is better positioned to provide climate 
mitigation and adaptation technologies to low income 
populations

Future private sector spending of climate finance (USD Billions)
Total finance = USD 1000B

Private Sector579



The Climate Change (CC) challenge
Involvement of MSMEs will be critical

Sources: Two trillion and counting: Assessing the credit gap for micro, small, and medium-size enterprises in the developing world, Edinburgh Group; The 
SME Banking Knowledge Guide, IFC

• The term ‘MSME’ is used to describe micro, small and medium 
enterprises

• Enterprises are defined using a variety of parameters including:

o Number of employees

o Annual sales

o Value of fixed assets

• Different institutions use different combinations of these 
parameters to create their own definitions of MSMEs

• According to the World Bank definition, a business is classified as 
MSME when it meets two of the three criteria below

• MSMEs contribute to ~80% of employment and ~60 % of GDP in 
developing countries. As such, they are a strong driver of 
economic and social development.

• MSMEs account for the vast proportion of the businesses and 
employment in the private sector, and in developing countries 
constitute ~90% of companies 

o Medium companies: ~ 8%

o Small companies: ~20%

o Micro companies: ~70% 

• Greening MSMEs will therefore be vital for moving the private 
sector to a low carbon trajectory

• MSMEs provide essential climate technologies that have 
significant potential to drive mitigation and adaptation across the 
economy

• Due to their local networks, MSMEs are uniquely positioned to 
deliver climate technologies to the bottom of the pyramid, and 
increase the climate resilience of the poorest populations 

MSMEs Importance of MSMEs to climate change

Enterprise
size

Employee Assets
(USD M)

Annual Sales
(USD M)

Medium < 300 ≤ 15 ≤ 15

Small < 50 ≤ 3 ≤ 3

Micro < 10 ≤ 0.01 ≤ 0.01



The Climate Change (CC) challenge
To increase MSME climate action, the climate finance gap must be bridged

Sources: Two trillion and counting: Assessing the credit gap for micro, small, and medium-size enterprises in the developing world, Edinburgh Group; The 
Global Landscape of Climate Finance 2014, Climate Policy Initiative; Energy technology perspectives, International Energy Agency 2012

• It is difficult to accurately qualify the MSME climate 
finance gap, given the absence of reliable and 
consistently monitored sources of data on earmarked 
financial flows to MSMEs

• The climate finance gap for MSMEs is a subsection of the 
general MSME credit gap, and the climate finance gap. 
The size of this subsection could be estimated in the 
following ways:

o Calculate the proportion of climate finance 
needed by MSMES according to their contribution 
to global GDP;

o Use a bottom up approach that estimates the 
climate finance need of MSMEs in each sector, by 
estimating the finance needed for greening, 
adaptation or for climate technologies 

• Available data on these gaps suggests that the overall 
climate finance gap for MSMEs will be in the magnitude 
of billions of USD 

MSME credit gap
(USD 2,500 B)

Climate
finance gap
(USD 643 B)

?



Climate Compatible Development 

CDKN’s core aim is to 
promote climate 
compatible development 
(CCD) policies and practices 
that will assist those most 
affected by climate change. 

CCD is development that 
minimises the harm 
caused 
by climate impacts, while 
maximising the many 
human development 
opportunities presented 
by a low emissions, more 
resilient, future.



Elements in resource mobilisation for CCD 
(1)
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• Country’s NDC
• National and municipal budgets
• Wide range of grant, concessional, capital, 

equity, etc. finance
• Infrastructure investment opportunities and 

plans
• Identified investment projects



Elements in resource mobilisation for CCD 
(2)
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• Pre-feasibility analysis
• Feasibility analysis
• Financial engineering of  a project (blended 

finance making smart use of concessional 
sources & risk mitigation instrument to 
leverage significant volumes of other public 
and private capital/equity



Elements in resource mobilisation for CCD 
(3)
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• Negotiation between project 
developers and financiers

• Implementation
• Evaluation and assessment of impact, 

including commercial success



This document is an output from a project funded by the UK Department for International Development (DFID) for 
the benefit of developing countries. However, the views expressed and information contained in it are not 
necessarily those of or endorsed by DFID, which can accept no responsibility for such views or information or for 
any reliance placed on them. This publication has been prepared for general guidance on matters of interest only, 
and does not constitute professional advice. You should not act upon the information contained in this publication 
without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the 
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, the 
Climate and Development Knowledge Network’s members, the UK Department for International Development 
(‘DFID’), their advisors and the authors and distributors of this publication do not accept or assume any liability, 
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on 
the information contained in this publication or for any decision based on it.
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