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Finance needs for Sustainable Development 

2 

Investment gap for the world under a 
business-as-usual scenario is far larger 
($5 trillion/y) than the incremental 
investments needed to accommodate 
climate change($0.7 trillion/y, 14%).  
 
Climate change considerations must be 
mainstreamed into such investments!  

Source: JICA 

Source: WEF (2013) 

Asia’s Total Infrastructure Investment Needs by Sector, 
2010–2020 (in 2008 US$ million) 

Source: ADB and ADBI (2009) 

Financial resources for sustainable development 
Trends in finance to developing countries  
($ billion, 2011 prices), 2002–2011 
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Sources: IMF, OECD, WDI, etc. 
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Source: CPI (2014) 

The composition of finance varies by level of income 
(% GDP) 

Sources: IMF, OECD, WDI, etc. 

Knowledge gaps  
• Source of finance 
– Domestic vs International 
– Public vs Private 
– Blending and innovative finance 

• Characteristics of each finance source 
– Volume, predictability, opportunity and risks 

• Enabling environment 
– Policy, regulations and incentives 
– Role of players 

Characteristics, potentials and risks of finance 
Characteristics Potential Risk 

Domestic public 
finance 

Nat’l budget(Nat’l tax) 
Municipality budget 
Bonds 
Domestic DFIs 

• Most stable and low risk finance 
source.  

• Good for finance in low profit public 
projects 

• Contribute to leveraging domestic 
private finance 

• Improved governance and 
financial system lead to 
increase of domestic finance 
flows and FDI. 

• Political difficulty in increase of 
tax revenue 

• Lack of capacity of appropriate 
public fiscal management 

• Risk to crowd-out private 
finance 

International 
Public Finance 

ODA 
OOF 
Multilaterals 

• Stable and low risk finance but low 
predictability 

• Limited volume of finance  
• Need to use efficiently and 

effectively 

• Leveraging private finance  • Risk to crowd-out private 
finance. 

• Need to appropriate foreign 
reserve and forex management 

 

Private finance • Largest finance source. 
• Contribute to SD by investing in the 

project where social benefit will be 
increased while private benefit will 
be maximized. 

• Generate employment opportunity 
and sustainable development 
impact by expansion of business.  

• Increase of private finance 
flow into developing 
countries 

• Increase of finance flows 
between developing 
countries 

• Unstable due to economic 
situation and sensitive to risks 

• Hard to capture the total flow 
of private finance 

• Hard to make sure the 
transparency and 
accountability due to business 
confidentiality  

Blended finance 
PPP 
EU Blending mechanism 

• Sharing risks and cost by public, 
private finance will be mobilized 
and contribute to establish better 
business environment and market. 

• Increase of private sector 
participation 

• Risk of market distortion 
• Risk of dependency to public 
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key policy issues involved at national 
and regional level 

• National Level 
– How to mobilize finance for Low-carbon Green Growth? 

• Domestic resource mobilization 
• International Public Finance and GCF 
• Private Sector Finance and Innovative Finance 

• Regional Level 
– Can Asian countries manage financial resources within the  

region? 
• Advanced economy 
• Emerging economy  
• Developing economy 

 Incentive and regulation, Market, Enabling 
environment, Institutions  

Proposed scope of the research  - LCG Finance Analysis 
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Analysis on 
finance need 

for LCG 
 

Finance needs 
by sector 

Finance needs 
for GPG 

Finance needs 
by categories of 

country 
 

Effectiveness of Public/ Private and Blended finance 

Public Finance 
ODA and other development finance 
Multi/Regional Development Banks 

Domestic public source/ National development banks 

Private Finance 
Change in financial circumstances 

Role of different investors and finance tools 
Long-term finance for infrastructures and low carbon 

investment 

Blended Finance 
Role of public sector to mobilize private sector  

Public/Private and Blended finance tools at National 
level, effectiveness of policy and  synergy 

Blended finance in sectors including natural disaster 
risk management 

Institutional Arrangement 
Main elements of financial framework for SDGs, Mutual accountability 
Information system on Post 2015/SDGs for development cooperation 

Mobilization 
of Finance  

 
Domestic 
Finance 

Mobilization 
ODA 

Private finance 
flow 

International 
cooperation on 

Taxes responding 
to tax avoidance 
and illicit flows 

 
Efficiency and effectiveness 

Transparency, monitoring and accountability 
Application of Aid Effectiveness 

Thank you for your attention! 
 

Your comments are highly appreciated! 

Tomonori Sudo, Ph. D., 
t-sudo@apu.ac.jp 



State of Play and Proposal Approval from GCF 

October 2015 

 
Mandated by the United Nations Framework Convention on Climate Change 
 
Promoting the paradigm shift toward low-emission and climate-resilient 
development pathways 
 
Global community has tasked the GCF to be the world’s largest climate fund so 
as to address the climate change challenges in developing countries  

 

About GCF 

 
 
Climate Mitigation   
(reducing CO2 emissions)   

Low emissions energy 
and electricity 

Low emissions modes 
of transport  

Buildings, cities, 
industries and 

appliances energy 
intensity  

Land use including 
agriculture & forestry  

Food and water 
security 

Protecting livelihoods 
of people in vulnerable 

zones 

Making 
infrastructure 

resilient to climate 
change  

Preserving 
ecosystems 

Climate Adaptation  
(protecting countries and companies from impacts 
of climate related disasters) 

Areas of Strategic Investment 

Impact Potential 

 
• Potential to the achieve the Fund's objectives and 

result areas 
 

Paradigm Shift Potential 

Sustainable Development 
Potential 

Needs of Recipient 

Country Ownership 

Efficiency & Effectiveness 

 
• Potential to catalyse impact beyond a one-off 

project or programme investment 
  
• Potential to provide wider benefits and priorities 
 

 
• Beneficiary country ownership of and capacity to 

implement funded activities 
 

 
• Vulnerability and financing needs of the 

beneficiary country and target groups 
 

 
• Economic and financial soundness of programme/ 

project; appropriateness of concessionality 
 

 
• Potential to the achieve the Fund's objectives and 

result areas 
  

• Potential to catalyse impact beyond a one-off 
project or programme investment 

  
• Potential to provide wider benefits and priorities 
  
• Vulnerability and financing needs of the 

beneficiary country and target groups 
 

Investment Criteria 



• The GCF’s Private Sector Facility (PSF) was created to catalyze and maximize 
private sector engagement in climate finance throughout developing countries. 
 

• The GCF will allocate a significant proportion of its resources to the PSF.  
 

• The PSF is not an “add on”; it is mainstream component of the GCF. 

Private Sector is a Catalyst for Change 
 
• Private sector makes up 58% of all climate finance. 

 
• Private sector is critical to ensure the mainstreaming 

of climate-sensitive investing, and to achieve the 
desired global paradigm shift. 

USD 330 billion USD Climate Finance 

PUBLIC
SECTOR

PRIVATE
SECTOR

$193 billion 
Private sector 
investment in 
climate change 

Private Sector Facility Overview Green Climate Fund- status update  

- The Fund reached effectiveness in May 2015 (total of 6 billion 
USD equivalent) 

- Readiness commitments to 16 countries worth 4.25 million 
USD  

- 20 entities accredited  
- Strong demand for funding: project ideas, concept notes and 

funding proposals worth more 7 billion USD received 

Roles of NDAs and focal points 
Readiness state of play 

1. NDA/FP 
strengthening 

2. Strategic 
framework 

development 

3. Accreditation 
support 

4. Pipeline 
development 

5. Information 
sharing: South-

South 
Cooperation 

 
Standardised packages developed 
for Activity 1 & 2 
16 proposals approved  

 

135 NDA/FP designated 
as of September 15 2015 

Regional workshops for NDAs & 
Multi stakeholders 

- Central America in March 2015 
- Asia in April 2015 
- Pacific region July 2015 
- Africa region September 2015 
- Central America October 2015 
- Caribbean October 2015 
 

 
In process of developing guide 
and scope of work in pipeline 
development support 

 

 
Provided in-kind support for 33 
entities for application 

 
Available support in institutional 
gap analysis for 15 entities through 
service provider 

 

g

Aim for a floor of 50% of the readiness support 
allocation to SIDS, LDCs & African States  



• 135 NDAs or focal points 
• 82 readiness requests 
• $4.25 million committed 

to 16 countries 
• $1.8 million at evaluation  

stage with 5 countries 

NDAs, focal points and  
readiness overview 

GCF Readiness Requests (as of September 15) Mandate & 
track record 

• Alignment with Fund 
objectives 

• At least 3 year of operations 

Project size 

• Micro (>10mn) 

• Small (10-50mn) 

• Medium (50-250mn) 

• Large (>250mn) 

Fiduciary  
functions  

• Basic 

• Specialized 

Environment 
& Social risk 
category 

• A (high) 

• B (medium) 

• C (low) 

Fit-for-Purpose Accreditation 

Ministry of Natural Resources of Rwanda 
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Ministry of Natural Resources of Rwanda

Accredited Entity - 20 Geographical Balance of Accredited Entities 

[CATEGORY 
NAME] 

35% 

[CATEGORY 
NAME] 

26% 

[CATEGORY 
NAME] 

39% 

Applications submitted, by Nomination 

AF LAC AP EE

AF 
50% 

LAC 
30% 

AP 
20% 

Accredited Entities, by Nomination 

AF LAC AP EE



Readiness for Accreditation: 
supporting direct access entities  

• Provided in-kind support for 33 entities for application 

 

•  Institutional gap analysis for 6 entities under way, 9 more entities expected by 

the end of 2015  
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Guarantees 

Grants Equity 

Concessional 
loans 

With/without  
repayment contingency 

High: 40 – 10 – 0% 
Low: 20 – 5 – 7.5% 

Terms determined on 
a case-by-case basis 

Financial Instruments 

Grant element tailored to incremental cost or risk premium 

Right level of concessionality & financial structure 

Long-term financial sustainability & indebtedness 

Minimize market distortions & disincentives 

Asses risk & explore risk-sharing where relevant 

Experience & capacity of accredited entity 

Financial Instrument Terms 
37 proposals totaling USD 1.5 billion 

Funding Proposals received 



8 proposals totaling USD 168 million 

Funding Proposals for consideration 
8 proposals totaling USD 168 million 

Funding Proposals for consideration 

Proposal Approval Process 

Funding Proposal  
Review Process 

2) Second level due diligence 
Performance against investment criteria 
Consistency with GCF safeguards & policies 

3) Independent TAP assessment 
Performance against investment criteria 

1) Completeness check 
Complete information and documentation  
Adequate level of advancement  

4) Submission of package to the Board 
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Funding Proposal Review Process 



Second level due diligence 

Paradigm shift potential 

Sustainable development potential 

Country ownership 

Performance against  
investment criteria  

Consistency  
with GCF policies  

Impact potential 

Needs of the recipient 

Efficiency and effectiveness 

Gender 

Risk 

Results management and reporting 

Environmental and social safeguards 

Fiduciary standards 

Legal compliance 

1) Incomplete information 
    -  Budget breakdown missing 
    -  Disbursement schedule not provided 

2)  Missing documentation 
    -  Feasibility study not complete 
    -  Environmental and Social Management Plan needed, but not available 

3)  Not sufficiently advanced 
    -  Resettlement action plan needed but not developed 
    -  Stakeholder consultation not conducted 

Common Gaps Identified in 
Completeness Check 

 Strengthening Performance  
against Investment Criteria 

1) Climate impact potential 
    -  Use a robust methodology to calculate emission reductions or number of beneficiaries 
    -  Provide an adaptation rationale based on scientific evidence of climate-related impact 

2)  Long term sustainability 
    - Improve financial viability of economic activities, based on the interest of indigenous communities 
    - Duly consider Operation & Maintenance plans and costs 

3) Efficiency and effectiveness 
    - Identify additional sources of co-financing, crowding-in of funds 

 Enhancing Consistency  
with GCF Policies 

1) Gender assessment 
    -  Identify differentiated impacts and livelihood opportunities for women 
    -  Disaggregate targets by gender 

2)   Logic framework 
    -  Strengthen cause-effect relation to effectively tackle barriers 
    -  Narrow down the scope of activities to focus resources 

3)  Risks  
    -  Solidify risk mitigation measures to minimize risk profile 
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