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Introduction

The Paris Agreement (PA) was adopted in 2015 and has been signed by 194 states and
the European Union (EU). It seeks to galvanise the international community to address
climate change and to hold the rise in global temperature to significantly below 2°C (ide-
ally to 1.5°C) compared to pre-industrial levels. To achieve this, countries will have to
enhance their capacity to adapt to the negative effects of climate change and shift to
development paths that lower greenhouse gas (GHG) emissions (UN, n.d.). The PA calls
on each Party to prepare, communicate, and maintain successive nationally determined
contributions (NDCs). These NDCs are crucial to achieving the objectives of the PA, as
they outline countries’ targets and initiatives to both mitigate climate change and adapt
to its effects. Countries are also requested to regularly supply the information needed to
monitor their progress in implementing their NDC (UNFCCC, n.d.-b).

Aligning financial resources with both adaptation and mitigation goals will be funda-
mental to fulfilling the commitments in countries’ NDCs. Such financial flows concern
domestic and international as well as public and private finance. To achieve this align-
ment, strategies putting in place investment frameworks outlining appropriate policies
and financial instruments will be required (see Text box 1).

NDCs themselves are not investment plans as there is no official requirement to discuss
how to attract the necessary investment. Presently, the quality and level of granularity
in NDCs differs markedly among countries, reflecting the wide range of approaches and
standards. While some NDCs already include components related to investments in
mitigation and adaptation strategies many do not have important elements for inform-
ing investment decisions (IIGCC, 2024). For example, fewer than 50% of NDCs at present
contain specific, quantified estimates for the financial support they require (Jeudy-Hugo
etal., 2024). Nevertheless, NDCs are a valuable resource for investors, enabling them to
evaluate countries’ climate goals and decarbonisation objectives (IIGCC, 2024). This can
provide guidance to investors regarding investment opportunities in priority sectors of
different countries (IIGCC, 2024). Moreover, setting ambitious goals can send powerful
market signals and offer assurance to investors at the national and international levels
regarding a country’s commitment in decarbonisation plans (Jeudy-Hugo et al., 2024).

= TEXT BOX 1 GLOSSARY ON KEY TERMINOLOGIES

As each country context varies, climate action plans, policies and strategies can differ
significantly with regards to content, resulting in distinctive synergies and overlaps.
Moreover, resulting plans and strategic documents are often referred to by different
names across countries.

NDCs are the nationally determined contributions of each country towards mitigat-
ing global greenhouse gas emissions, as required by the Paris Agreement. Although
the structure and content of NDCs varies strongly from country to country, the 2024
NDC Synthesis Report released by the United Nations Framework Convention on Cli-
mate Change (UNFCCC, 2024), finds that there are key elements that appear in the
majority of NDCs - for example, NDC preparation and implementation, and linking
NDCs to commitments to transitioning to a sustainable, low-carbon and/or resilient
economy, taking into account social, environmental and economic factors, as well
as the sustainable development goals. NDCs are pre-sented to the UNFCCC
secretariat on a five-year cycle, with the upcoming submission deadline scheduled for
2025 (UNFCCC, 2024; UNFCCC, n.d.-b).
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= TEXT BOX 1 GLOSSARY ON KEY TERMINOLOGIES

NDC implementation plans focus on the ongoing monitoring and reporting of prog-
ress, which helps guide any necessary revisions to the climate strategies. Accord-
ing to UNEP'S report on implementing nationally determined contributions (NDCs), the
successful implementation of NDCs requires a thorough assessment of the financial
needs for various implementation options, the development of effective strategies to
secure funding for NDC commitments, and a substantial increase in climate finance.
This process must be carried out in a way that fosters greater integration across
sectors and ensures long-term sustainability in achieving climate objectives (UNEP,
2020).

NDC investment plans outline the institutional frameworks, procedures, and out-
comes necessary to identify and obtain the investments required for meeting NDC
goals. (NDCP, 2023b). This can also include an NDC financing plan or finance road-
map that outlines how a country plans to mobilise and manage financial resources to
support its NDC commitments. While identifying potential investments and engaging
directly with investors is the central focus for the NDC investment plan, the finance
roadmap gives an overview on overall financial strategies and involves policymakers
and financial institutions (Global Climate Action Partnership, n.d.). Hence the NDC in-
vestment plan connects climate goals with the funding, strategies, and partnerships
needed for their realisation - mapping out priority investment areas, the scale of
funding required, and potential stakeholders or partners to facilitate implementation,
all while driving a more resilient and low-carbon future.

Climate finance strategies refer to plans and policies designed to mobilise, allocate,
and manage financial resources to support efforts in mitigating and adapting to cli-
mate change not necessarily linked to the NDCs. These strategies involve identifying
funding sources, prioritising investments, and implementing mechanisms to ensure
effective utilisation of funds for climate-related activities (UNFCCC, n.d.-c; ISO, n.d.).

Long-term low emission development strategies (LT-LEDS) serve as strategic
frameworks for transforming national economies into sustainable, low-carbon sys-
tems by the middle of the century, combining climate action with economic and social
development planning. Their purpose is to assist countries in aligning their devel-
opment objectives with the Paris Agreement'’s goal of keeping global temperature
increases well below 2°C (UNDP, 2024b).

National adaptation plans (NAPs) are strategic frameworks developed by countries
to address the impacts of climate change. These plans help nations identify their
medium and long-term priorities for adapting to climate change by assessing vulnera-
bilities and implementing strategies to enhance resilience. The NAP process, initiated
under the UNFCCC, aims to integrate climate adaptation into national policies and
development planning, ensuring that adaptation becomes a standard practice rather
than a separate initiative. The NAP process and its outcomes can also be used by
countries to strengthen and improve the adaptation aspects of their NDC (UNEP, n.d.;
DGAP, n.d.).

To obtain the necessary financing, many countries are developing climate finance
strategies and investment plans for NDC implementation. These often include an as-
sessment of the investments required for the different actions outlined in the NDCs,
information on funding sources and financial instruments, and a strategy and frame-
work for implementation (e.g. plans for national budgeting, monitoring reporting and
verification (MRV), and private sector engagement). As of 2024, only a limited number
of countries had produced NDC investment plans, including Barbados, Belize, Ghana,
Namibia and Rwanda (Jeudy-Hugo et al., 2024).
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The international community is increasingly recognising the importance of NDC invest-
ment plans in ensuring countries successfully meet their climate goals. Such plans can
clarify how different financial stakeholders can support a country’s low-carbon transi-
tion as they outline financing options tailored to diverse groups of investors. Moreover,
they identify other requirements like needs for capacity building, technology transfer,
and international cooperation (IIGCC, 2024).

This increasing recognition of NDC investment plans’ value is evident not only in the
growing number of countries planning to put such strategies in place, but also in the
international community's active support to Parties to develop them.

Various institutions, including international organisations, development agencies, de-
velopment banks and private sector networks, provide support to Parties to produce
both NDCs and NDC investment plans (see Text box 2). A full list can be found on the
UNFCCC website. Several programmes offer significant supportin this area, such as the
United Nations Development Programme’s (UNDP) Climate Promise, the World Bank
NDC Support Facility (NDC-SF), the Asian Development Bank’s (ADB) NDC Advance pro-
gramme, the Inter-American Development Bank’s (IDB) NDC Invest programme and
the NDC Partnership (NDCP). The latter has published a number of guidance and best
practice documents (NDCP, n.d.-a; NDCP, 2023b) to guide countries through the process
of designing NDC investment plans. Germany has also provided support to develop
guidance on how climate activities can be financed more systematically, with several
projects funded via the International Climate Initiative (IKl). One notable example is the
Support Project for the Implementation of the PA (SPA), implemented by GIZ (Haber et
al., 2024).

Despite the existence of some empirical evidence from countries that have already
developed NDC investment plans along with a number of online tools and resources,
there remains a significant gap in understanding as to what constitutes a successful
NDC investment plan. This knowledge gap encompasses both the design process and
the identification of effective financial instruments.

This study aims to address this gap by examining empirical practice for successfully es-
tablishing and implementing NDC investment plans. We conduct an empirical analysis
and review of good practices on NDC financing and NDC investment plans, covering
both theoretical and practical aspects. Our methodology combined a literature review,
expert interviews and case study analysis of five countries. Building on these findings
the study develops several policy recommendations for creating successful NDC invest-
ment plans and overcoming different challenges.

= TEXT BOX 2 SELECTED SUPPORT INITIATIVES ON PREPARING NATIONALLY ==
DETERMINED CONTRIBUTIONS (NDCS) AND NDC INVESTMENT PLANS

This text box provides a non-exhaustive overview on available support for NDC
design processes, offered by international organisations, development agencies,
development banks, and private sector networks.

The NDC Partnership (NDCP) is a key international initiative providing comprehensive
support through its Global Call for NDCs 3.0 & Long-Term Low Emission Development
Strategies (LT-LEDS). This support encompasses data collection for NDCs, NDC invest-
ment plans, NDC implementation plans, and NDC/long-term Vision/LT-LEDS develop-
ment. NDC Partnership provides assistance in assessing needs, planning and develop-
ing NDCs 3.0 and LT-LEDS, and in mobilising technical assistance that matches country
needs (NDCP, n.d.-b).

According to the Centre for Climate and Energy Solutions (Haber et al., 2024), the NDC
Partnership utilises the expertise of over 200 members and more than 80
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= TEXT BOX 2 SELECTED SUPPORT INITIATIVES ON PREPARING NATIONALLY ==
DETERMINED CONTRIBUTIONS (NDCS) AND NDC INVESTMENT PLANS

institutions to support countries in converting NDC implementation priorities into prac
tical policies and programmes. To assist countries in enhancing their NDCs through
developing climate investment plans based on best practices, the NDC Partnership has
created the NDC Investment Planning Guide and Checklist (NDCP, n.d.-a). This guide pro-
vides a framework for countries to design and execute their NDC investment planning
in three distinct stages (Haber et al., 2024).

In December 2024, the NDC Partnership and the Green Climate Fund (GCF) intro-
duced the Climate Investment Planning and Mobilisation Framework. This framework
serves as a unified guide for countries and climate finance providers, facilitating the
transition from planning and establishing climate commitments (such as NDCs, nation-
al adaptation plans (NAPs), and LT-LEDS) to identifying, prioritising, and securing fund-
ing necessary for executing the transformative climate actions required to fulfil these
commitments (GCF, 2024).

Deutsche Gesellschaft flir Internationale Zusammenarbeit (GIZ), the German
development agency, provides global support on NDC investment plans, NDC imple-
mentation plans, NDC financing plans / finance roadmaps, and capacity building. GIZs
IKI Support Project for the Implementation of the Paris Agreement (SPA) helps part-
ner countries develop their NDCs and LT-LEDS. It also ensures that NDCs and LT-LEDS
are aligned for policy coherence. Furthermore, SPA supports investment planning and
strengthens institutional arrangements for effective implementation. Additionally,
GIZ's NDC Assist Il initiative offers assistance with NDCs and Article 6, the adaptation
component of NDCs, and subnational engagement (GIZ, 2024).

The Asian Development Bank (ADB) is a development bank offering extensive region-
al support for Asia and the Pacific. The ADB manages five initiatives on NDC implemen-
tation and NDC investment plans, NDC finance roadmaps, strengthening institution-
al arrangements, data collection, adaptation components in NDCs, capacity-building
needs, and alignment of NDCs with LT-LEDS (UNFCCC, n.d.-d).

The ADB's NDC Advance programme offers targeted technical assistance to support
the implementation of NDCs, with a strong emphasis on mobilising funding and build-
ing institutional capacity. This initiative aids developing member countries in several
key areas. Firstly, it translates NDC commitments into actionable investment plans,
identifying priority projects suitable for ADB involvement. Secondly, it facilitates access
toincreased public and private financing for NDC implementation by leveraging innova-
tive financial instruments. Thirdly, the programme enhances tools and methodologies
for tracking, monitoring, and reporting on NDC progress. Lastly, it focuses on attracting
investments for climate adaptation while identifying and promoting policies and re-
forms that enable effective implementation (Haber et al., 2024).

The United Nations Development Programme (UNDP) launched the Climate Prom-
ise initiative to leverage its global presence and networks to provide comprehensive
support for the development and implementation of NDCs. Through this initiative,
UNDP assists countries in reducing greenhouse gas emissions, strengthening their re-
silience to climate change, and advancing progress on the sustainable development
goals. Building on its collaboration with more than 125 countries, the Climate Promise
2025, introduced in April 2024, supports with aligning the upcoming iteration of their
national climate commitments with the objectives set under the Paris Agreement. A
central component of this initiative is climate finance, where UNDP works closely with
governments to enhance the tracking of public and private climate-related expendi-
tures and supports Ministries of Finance in accessing additional funding sources. The
programme also aids countries in identifying, planning, and securing the financial re-
sources needed to meet their climate commitments, using tools such as green bonds
and carbon market mechanisms (Haber et al., 2024).
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NDC and Long-Term Strategies (LTS) Support programme under the World Bank's
Climate Support Facility (CSF) was created to aid in the execution of NDCs. It aims
to assist countries in advancing their climate ambitions by implementing NDCs and
developing LTSs. This programme focuses on integrating climate goals into national
development plans, strengthening institutional capacities, and providing the tools
necessary for effective policymaking and implementation. The programme focus-
es on the following support: facilitating NDC implementation, developing LTSs, en-
hancing policy and institutional capacity, mobilising climate finance, and promoting
monitoring and accountability (World Bank, 2024; World Bank Group, 2021). Support
for NDC enhancement will address country requests through the NDC Partnership’s
Global Callon NDCs 3.0 and LT-LEDS. The CSF works closely with the NDC Partnership
Support Unit and regional colleagues to define the scope of assistance and manage
a global support pipeline. World Bank country teams are also coordinating with NDC
Partnership focal points to ensure effective delivery (World Bank, 2024).

The Inter-American Development Bank's (IDB) NDC Invest programme assists
countries in transforming their NDCs into actionable investment plans. It achieves
this by coordinating efforts between public and private sector stakeholders, facilitat-
ing the creation of investment plans, and mobilising funds from both internal and ex-
ternal sources. The programme also leverages both non-reimbursable and reimburs-
able grants to support innovative business models and conducts studies to enhance
the technical and financial viability of projects (Haber et al., 2024).
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Table 1
Justification of country case
study selection.

Methods

Methodologically, the study was developed using literature review, expert interviews and
case study analysis. The first part of the analysis focuses on the identification of key build-
ing blocks for designing effective NDC investment plans (Section 3). The case study analysis
that follows was conducted to validate the importance of the building blocks identified and
to provide successful examples of how and to what extent these have been applied so far.

Country case study selection

The country case study selection, detailed further in Table 1, was designed to ensure
that the countries selected are diverse in terms of geographic location and level of eco-
nomic development. Moreover, a balance between two broad categories of countries
was considered:

1. Countries with a track record of successful implementation, at least in part, of NDC
investment plans or of similar plans to guide NDC action (Jordan, Rwanda, Georgia).

2. Countries with no comprehensive NDC investment plan in place that have at the same
time applied a successful climate policy approach to attract climate finance (Germany,
Chile).

This clustering approach makes it possible to identify successful elements of the NDC
investment planning process, while also drawing lessons from a more diverse group of
countries in terms of effective policies and financial instruments. Chile and Germany
serve as examples with particularly successful instruments and approaches.

Building blocks Selection justification

Jordan Jordan is a country case study representing the Middle East and
North Africa (MENA) region. The country followed a robust
methodology to define a list of priority investment require-
ments to meet its NDC. Prioritisation criteria included effects to
climate mitigation and adaptation as well as economic and social
development considerations such as gender and vulnerability.
The country has also demonstrated a strong focus on stakehold-
er engagement (NDCP, 2023b).

Rwanda Rwanda is a country case study representing Sub-Saharan Africa.
Rwanda has exhibited strong country ownership in its NDC invest-
ment planning. The country’s investment planning is conducted
within its NDC implementation framework — the Climate and
Nature Finance Strategy serves as the NDC investment plan. Rwan-
da has followed a robust process to define priority investment re-
quirements to meet its NDC. This process involved climate but also
social and economic considerations. The country has putin place
innovative finance facilities (IREME Invest, INTEGO) (NDCP, 2023b).

Georgia Georgia is a country case study representing Eastern Europe and
West Asia. Georgia has followed a structured methodology to de-
sign relevant strategies namely the Climate Change Strategy and
Action Plan and the NDC Financing Strategy and Investment Plan.
These also included stakeholder engagement.
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Table 1
Justification of country case
study selection.

2.2

Building blocks Selection justification

Chile Chile is a country case study representing Latin America. The
country is a pioneer in climate policy and other sustainability
topics. Chile has a sustainable investment strategy in place, and
it explores the use of innovative finance to incentivise climate
investments (e.g. green bonds and results-based finance). This of-
fers significant potential for financing the NDC progress.

Germany Germany is a country case study representing Europe. Germany
is promoting a climate strategy as an overall contribution of the
EU NDC and has significant experience in designing ambitious
national climate action. This case study provides us with an op-
portunity to study innovative components to finance an NDC
including carbon pricing and revenues from auctioning as well as
stakeholder engagement processes.

Interviews

We interviewed experts in climate finance, climate policy and NDC investment planning
representing a range of stakeholders including private sector representatives. This includ-
ed both international experts and individuals with expertise in the different country case
studies, with a focus mainly on the first cluster of countries (countries with NDC or similar
investment plans in place). We identified these experts via background research/literature
review and from existing partner networks. The interviews with experts were semi-struc-
tured with questions adjusted based on the received inputs. Questions were also adjusted
based on whether the interviewee was an international expert, an in-country expert of a
country with an NDC investment plan in place or an in-country expert of a country without
an NDC investment plan in place. All interviews covered the following broad themes:

* Main opportunities and barriers for private capital mobilisation to meet NDC goals

* Main policies and financial instruments in place to attract NDC related investments
also identified in a country’s NDC investment planning (if relevant)

* Mostimportant elements in structuring the NDC investment process

* Initial evidence on suggested building blocks as important elements of NDC invest-
ment plans

* Important guiding principles or elements of the investment plan

* How easy has it been so far for countries to follow the key recommendations on how
to structure the NDC investment process

* Initial evidence of impact of NDC investment plans in attracting finance needed to
achieve NDCs

21 expert interviews were conducted between 25/11/2024 and 21/01/2025. Each in-
terview took between 30 to 45 minutes to complete. Experts from various sectors
participated: national/international consultancies, financial institutions, industry asso-
ciations, regional development banks, development agencies, and international part-
nerships. To ensure respondent anonymity interviews have been assigned a random
number, which is used for citing purposes in the sections that follow. An overview of the
interviews is provided in the Annex to this study.
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3.2

Theoretical and conceptual
analysis

The climate finance landscape

According to the Climate Policy Initiative (CPI), global climate finance has experienced
remarkable expansion, exceeding USD 1 trillion in 2021/22 and reaching approximately
USD 1.5 -1.6 trillion in 2023. This expansion has continued unabated, even in the face
of global crises such as the COVID-19 pandemic and geopolitical conflicts. The primary
sectors behind this growth are renewable energy, buildings and infrastructure, and
low-carbon transport. These sectors have also attracted substantial volumes of private
finance via market-rate loans and equity instruments. This reflects the technological
maturity that has been reached particularly in the clean energy sector and the sub-
sequent reduction of technology costs. However, despite this progress, overall invest-
ment levels remain well below one fifth of the estimated USD 7.4 trillion that needs to
be invested annually until 2030 to remain within the 1.5°C target. Moreover, invest-
ments and subsidies for fossil fuels continue to grow (CPI, 20244a).

The expansion of climate finance has varied significantly across different sectors and
countries (CPI, 2024a). Other mitigation sectors have received much lower investment
(agriculture, forestry, and other land uses, industry, waste and wastewater) and adapta-
tion finance, while essential, continues to be more limited (UNFCCC, 2022; UN, 2024; CPI,
20244a). The geographical distribution of these finance flows is also unequal, with poorer
countries and especially least developed countries (LDCs) only receiving a small share of
the total investment. Considerably more investment is needed to achieve global climate
objectives, particularly in developing countries and in sectors beyond energy, transport,
and buildings (CPI, 20244a).

Multiple barriers have been found to discourage the involvement of the private sector in
green investments. Risks may be perceived to be higher due to the market, commercial
and technological risks associated with less mature technologies with high implementa-
tion costs, lower financial feasibility and limited supply chains (UNEP, 2023; NDCP, n.d.-a).
In addition, there may be implementation barriers (political uncertainty, bureaucratic
barriers, lack of local capacity, lack of investor familiarity) and regulatory barriers (unclear
policies, absence of standards, insufficient incentives, obstructive regulation, regulatory
uncertainty, absence of MRV of climate finance flows) (NDCP, n.d.-a; UNFCCC, 2023; CPI,
2023; Transparency International, 2023). Developing countries in particular encounter
greater obstacles in raising climate finance due to complicated bureaucracies, limited
technical capacity and higher overall investment risks (OECD, 2022c).

Addressing barriers to climate finance

Considering the challenges associated with raising private finance, international conces-
sional finance will play a key role to addressing investment barriers, particularly for devel-
oping countries (CPI, 2024a). A key recommendation to policymakers (governments and
implementing organisations) to reach the necessary levels of climate finance is therefore
to use innovative finance mechanisms like concessional finance and risk-sharing instru-
ments (See Text box 3 for more details). Blended finance is a strategy that combines public
and private finance to reduce investment risks and make projects more feasible (OECD,
2020; 2022a; 2022b). This can serve as a catalyst for attracting additional private sector
investment, thereby expanding and amplifying the overall financial resources available
(OECD, 2023). Insurance products designed for climate resilience will also be importantin
this respect (World Economic Forum, 2024; NAP Global Network, 2024).
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Table 2
Examples of financing
instruments.

Source
NDCP, n.d.-a, p. 33

Several actors can play a key role in offering such products and supporting blended fi-
nance agreements and frameworks. These include multilateral and bilateral climate
funds like the Green Climate Fund (GCF), but also development assistance agencies, mul-
tilateral and bilateral finance institutions, and national governments (via line ministries
and national development banks). Private institutional and commercial sources (com-
mercial banks, equity and debt funds, pension and insurance funds) also have a role to
play in offering relevant financial instruments (e.g. bonds) apart from commercial loans
and direct equity investments. According to the CPI, it is important to ensure that finan-
cial instruments and investment products are as straightforward and replicable as pos-
sible. The CPl recommends to focus on proven approaches (e.g. in de-risking) rather than
creating novel approaches that might be more complex and less effective (CPI, 2024a).

When it comes to NDC investment planning in particular, certain climate finance in-
struments have been proven to be effective (Strand, 2019; Choi & Seiger, 2020; Choi &
In, 2021). Blended finance has been particularly successful in attracting private capital
to sectors focused on mitigation - for example, renewable energy and infrastructure
projects, which frequently serve as key pillars of NDCs (Choi & Seiger, 2020; Choi & In,
2021; Bhandary, 2024). However, blended finance has exhibited limited scalability when
applied to adaptation projects (Mohieldin, 2022; Mohan, 2022). The work of climate
funds and multilateral development banks is also central to catalysing private sector
investment for high priority NDC projects. National development banks (NDBs) play
an essential role in ensuring that domestic activities align with NDCs, particularly in
developing countries. Table 2 presents a list of financing instruments provided by the
NDC Partnership (NDCP, n.d). The optimal instrument depends on the unique context
of each country’'s NDC, the specific priority areas, and the respective economic and
political conditions (World Bank, 2017; Banga, 2018; Ngwenya & Simatele, 2020; Sher-
iffdeen et al., 2020).

Standard investment instruments  De-risking and catalytic

instruments
Direct investments Guarantees
Project finance Grants
Blue bonds Adaptation benefits mechanism
Climate (resilience) bonds Results-based incentives
Green bonds Green securitisation
Sustainability bonds Insurance
Social bonds First loss/junior equity
Environmental impact bond Public-private partnerships
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Table 2
Examples of financing
instruments.

Source
NDCP, n.d.-a, p. 33

Standard investment instruments  De-risking and catalytic

instruments
Mezzanine finance Pooled investment funds
Listed and private equity Debt-for-nature/climate swaps

To address regulatory barriers, it will be essential for policymakers to ensure that
transparent regulatory frameworks are in place. In addition, governments should
also consider implementing policies like tax breaks and financial subsidies that will
incentivise the private sector and reduce implementation barriers (OECD, 2023; 2024).
Capacity building can also address potential limitations emanating from a lack of lo-
cal capacities. Importantly, such capacity building activities can be targeted towards
increasing a country’s ability to manage and access relevant climate funds (GCF, 2022;
Swedish Presidency of the Council of the European Union, 2023). Designing project
preparation activities to create a project pipeline will also help to attract investors
and ensure sound project implementation (CPI, 2024a).

Another important intervention to address investment barriers is to put in place a ro-
bust MRV system. This can maintain accountability and increase stakeholder trust in
the management and distribution of climate finance (UNFCCC, 2023), while also pro-
moting greater cohesion within the often disconnected climate finance sector. As the
CPI notes, the success of an MRV system will rest on the country’s ability to ensure the
supply of high-quality data and put in place disclosure obligations that abide to clear
standards (CPI, 2024a).

Finally, decarbonisation strategies and investment plans, like NDC investment
plans, are important to communicate to investors both the investment opportunities
and the potential risks and how they can be mitigated. To be effective, these plans should
contain detailed information on planned policies and regulations, finance needs, costs
and sectoral targets. It is also important to put a detailed financing strategy in place out-
lining potential sources of finance and the use of different financial instruments. Such
plans also help to achieve more effective implementation as well as national ownership
of financing climate action (CPI, 20244a; IIGCC, 2024). The latter is important to assure in-
vestors that decarbonisation plans will actually be implemented. While maintaining am-
bition isimportant, itis equally crucial that these plans are anchored in realistic targets
and bolstered by comprehensive investment roadmaps (CPI 2024a).

= TEXT BOX 3 EXAMPLES OF CLIMATE FINANCE INSTRUMENTS
TO INCREASE PRIVATE SECTOR INVESTMENT

Examples of climate finance instruments to increase private sector investment include:

Non-refundable grants: Funding offered by international donors and govern-
ments to enhance the financial feasibility of projects that do not require repay-
ment. These are commonly channelled to initiatives focused on capacity building
and adaptation in least-developed countries.

Concessional loans: Loans at interest rates lower than the market standard or
offering other concessions (e.g. longer grace periods). These are usually provided
by multilateral development banks like the World Bank, but also by national gov-
ernments and other development financial institutions. They enhance the viability
of projects, particularly in addressing high upfront costs (World Bank, 2021a).
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= TEXT BOX 3 EXAMPLES OF CLIMATE FINANCE INSTRUMENTS
TO INCREASE PRIVATE SECTOR INVESTMENT

Risk mitigation instruments: These are instruments designed to mitigate invest-
ment risks and include policy risk insurance, government or donor-backed partial
credit guarantees (UNEP, 2023; UNDP, 2020), and first-loss mechanisms. They can
play an especially important role in countries with high overall risk profiles.

Green bonds: Financial mechanisms that utilise debt to generate significant capital
for environmental projects. These bonds are gaining popularity among governments
and institutions aiming to match their investments with sustainability objectives (Cli-
mate Bonds Initiative, 2025). They have proven to be scalable and highly effective for
mitigation efforts, yet the potential applications in adaptation-related initiatives are
more limited (World Bank, 2017; Banga, 2018; Ngwenya & Simatele, 2020).

Results-based finance: Financial support connected to achieving specific out-
comes, such as expanding renewable energy use. International donors are pro-
gressively embracing this tool (World Bank, 2018; World Bank, 2019; KfW, 2023). It
can be especially effective for forestry and land-use projects, but its implementa-
tion can be complicated as it requires robust results verification processes (World
Bank, 2017; Mohieldin, 2022).

Other common ways to mobilise private sector investment include:

Public-private partnerships: Partnerships between governments and private en-
terprises to execute large infrastructure projects, such as solar power facilities or
the establishment of water management systems (World Economic Forum, 2022).

Feed-in tariffs: Long-term agreements on pricing with energy producers to boost
investment in renewable energy technologies (CDKN, n.d.).

Carbon pricing instruments: Instruments such as carbon taxes and carbon mar-
kets (such as cap-and-trade or carbon offset programmes) which create incentives
for lowering emissions (European Commission, 2023).

Overall, no one-size-fits-all-solution exists. Determining the types of barriers present
in each case is important, as these will dictate the suitability of the interventions to ad-
dress them (NDCP, n.d.-a). For example, high investment risks (or high perceived risks)
can be addressed via the introduction of risk mitigation instruments (e.g. insurance
products, guarantees, and public-private partnerships). The limited financial feasibility
of an investment can be addressed via grants and concessional lending options. Lack
of access to capital can be addressed via lending, equity investments and public-pri-
vate partnerships. Capacity building and technical assistance are suitable to address
capacity limitations, and targeted policies and regulations can address regulatory and
policy-related risk perceptions (Global Climate Action Partnership, 2015).

Challenges in attracting finance and relevant interventions depend on the characteris-
tics of each project, host country and investor profile. Grants, concessional loans and
technical assistance are relevant for derisking in LDCs while debt and equity can work
effectively especially for the financing of mitigation activities (Global Climate Action
Partnership 2015). Moreover, the characteristics of investors can vary greatly as these
can range from commercial financial institutions (e.g. banks, insurance companies, in-
vestment companies) to private companies (e.g. large multinationals, mid-sized enter-
prises) and households (CPI, 2024a). The type of investor will therefore also determine
the type of challenges faced to a certain extent.
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(NDCP, 2022a).

Despite the critical role played by policy makers, private sector investors can also play
a proactive role through advocating for continuous support for climate action, building
alliances and first mover coalitions and taking pioneering action in climate investments
and in establishing requirements to green their investment portfolios. There is a cen-
tral role for the insurance and finance industry to play in addressing the climate crisis
as a risk and large corporations can have direct influence in the sustainability of supply
chains via the alignment of their operations with sustainability goals (CPI 2024b).

Elements shaping the desigh of NDC investment
plans

This section explores key phases and building blocks for effective NDC investment plans
that lead to investment readiness, using information from existing planning guides,
best practice documents and expert interviews.

As the NDC Partnership states:

“With the revised NDCs in place, and as countries scale up NDC implementation, NDC invest-
ment planning is a critical area that will benefit from further technical assistance, sharing of
best practices, and strengthening of knowledge. NDC investment planning processes will be
unique to each country, dependent on country status, capacity, and ambition of their NDC
targets.”

The NDC Partnership therefore recognises the need for capacity building and technical
assistance to design effective NDC investment plans while also acknowledging that the
exact processes followed will depend on the unique characteristics of each country.
Countries are encouraged to customise the guidance offered according to their specific
context by modifying the scope or choosing pertinent components (NDCP, n.d.-a).

The NDC Investment Planning Guide and Checklist (NDCP, n.d.-a) outlines several gen-
eral stages and components, including an investment planning capacity stage, an in-
vestment needs identification and prioritisation stage, and an investment mobilisation
stage (NDCP, n.d.-a) (See Text box 4 for more details).

The expectation is that countries will not necessarily need to implement all the sug-
gested components and stages to design a good investment plan, as this could be ex-
pensive and time consuming. NDC investment plans should not become an additional
burdensome requirement for countries (Interview 15). Rather, countries can selectively
assess their priorities and key gaps to determine where to focus their efforts. Countries
may also already have completed some of these steps when designing other strategies
(Interview 15; 17).

= TEXT BOX 4 SUGGESTED STAGES AND COMPONENTS FOR NDC
INVESTMENT PLANNING AS OUTLINED IN THE NDC INVESTMENT
PLANNING GUIDE AND CHECKLIST (NDCP, N.D.-A)

The investment planning capacity stage: This stage concentrates on setting up in-
stitutional frameworks, delineating roles, involving stakeholders, and developing mon-
itoring systems. It clarifies roles and mandates, along with stakeholder mapping, which
countries can utilise to formulate NDC investment planning and begin identifying NDC
investment requirements. It is a crucial stage that fosters transparency and account-
ability, as well as country ownership, as it creates a solid plan and puts in place institu-
tional structures to involve local actors (local governments and subnational actors) in
the design of the NDC investment planning process. Multi-stakeholder engagement is
also required at this stage. This stage includes the following key components:
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= TEXT BOX 4 SUGGESTED STAGES AND COMPONENTS FOR NDC
INVESTMENT PLANNING AS OUTLINED IN THE NDC INVESTMENT
PLANNING GUIDE AND CHECKLIST (NDCP, N.D.-A)

¢ Institutional arrangements: Defining the roles and responsibilities of relevant en-
tities promotes cross-sectoral collaboration. Partnering with global financial institu-
tions like the GCF and the World Bank aligns efforts with international funding strat-
egies. Including gender, youth and specialists in social inclusion ensures inclusivity
and engagement.

* Monitoring and reporting: This component identifies key stakeholders to collect
data and creates tools for tracking climate finance. Iterative reviews improve trans-
parency and accountability, addressing data limitations and facilitating future invest-
ment planning updates.

The investment needs identification and prioritisation stage: This stage deter-
mines the gap in financing and identifies priority projects and activities. The latter pro-
vides countries with a framework to assess the required type and amount of fund-
ing and to align these with suitable financial sources. Overall, alignment with national
strategies and inclusive stakeholder engagement enhances the credibility of project
prioritisation and of the other activities in this stage. This stage includes the following
key components:

* l|dentifying investment needs: The targets outlined in NDCs and other national
strategies are assessed to ensure coherence and strategic focus in determining in-
vestment needs. Consultations with stakeholders are also key to verify any discrep-
ancies in the planned financial resources and to address these gaps effectively.

* Costing and financing gap analysis: An assessment of the costs required to meet
NDC targets and respective activities and projects, as well as current and planned
financial flows and funding gaps.

* Prioritisation: Project prioritisation takes place with criteria that are produced
through stakeholder engagement processes. Incorporating development priorities
and identifying social and economic co-benefits is crucial. Strategic objectives, like
incorporation of gender, addressing climate vulnerability, and achieving sustainable
development goals, can also serve as criteria for project prioritisation (NDCP, 2023b).

The investment mobilisation stage: This stage focuses on identifying investment
barriers as well as policies and funding sources to overcome them, aligning projects
with specific funding sources, and creating implementation plans for monitoring and
reporting. Multi-stakeholder engagement is also essential in this stage. Some key com-
ponents include:

* Barriers to investment: Conducting an analysis to identify the barriers to in-
vestment for the different actions (e.g., market failures, high costs etc.) is
crucial to determine which measures will be necessary to overcome them.

* Policy and financial instruments: A key step is to identify and strengthen policies,
regulatory reforms, and financial instruments that can address investment barriers.

* Pipeline development: This involves the design of an implementation strategy (in-
cluding a financing plan) for identified projects and actions.
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Each stage builds upon the previous one, providing a structured approach to pin-
point and mobilise funding for activities related to NDCs. Thus, the NDC Partnership
highlights the importance of a well-defined and organised strategy that strengthens
institutional capacity, identifies investment requirements, and secures resources to
meet NDC goals, all while promoting transparency and engaging stakeholders. The
NDC Partnership also highlights the importance of publicly communicating the outputs
of each stage to relevant stakeholders (NDCP, n.d.-a). Strong engagement of relevant
actors from the government and beyond is essential to ensure country ownership
and buy-in and a key element to ensure effective NDC investment plans (NDCP, n.d.-a;
NDCP, 2023b).

The NDC Partnership emphasises that NDC investment plans need to be “anchored in a
country's NDC commitments and climate ambition”. Therefore, NDC investment plan-
ning will need to be steered by a country’s mitigation and adaptation goals. It moreover
needs to be a “dynamic and iterative process” (NDCP, n.d.-a p. 4). The NDC investment
plan should be regularly updated as new NDC targets and commitments are put in place.
However, it is important to note that investment plans should not be entirely dependent
on new NDC updates; rather, they should have their own adaptive mechanisms to ensure
continuous progress. At the same time, the NDC investment plan should inform the next
rounds of NDC updates, potentially revealing new opportunities and pathways for cli-
mate action and sectoral strategies. Processes to ensure future updates therefore need
to be putin place (NDCP, n.d.-a), and countries and development partners should be pro-
vided with guidance on how to continue in this iterative process. Some of the guidelines
for successful NDC investment plan design can also inform NDC updates (Interview 15).
Although to increase efficiency, it would be helpful if implementation and investment
plans were developed in parallel to every NDC update, this is often not possible due to a
lack of resources and the institutional coordination required (Interview 17).

Clearly defined NDC targets are crucial to the design of NDC investment plans, there-
fore having a solid foundation of clearly articulated climate priorities and strategies is
important (NDCP n.d.-a). The alignment of the investment plan and NDCs with nation-
al development plans and other types of sectoral planning is also important. If there is
no alignment, it will be difficult for the Ministry of Finance and the other relevant stake-
holders, including from the private sector, to ensure implementation of the planned
climate investments (Interview 15).

MRV is critical to promote transparency and track the implementation of NDC invest-
ment plans. Knowledge concerning impact is important as it can also inform similar ac-
tivities in other countries (Interview 17). There is currently little evidence on the impact
of NDC investment plans and climate strategies in general (Jaramillo, et al. 2024). Going
forward, it will be useful to establish a system for evaluating the impact of NDC in-
vestment plans and other strategies aiming to mobilise investments. However, it will
take some time to see the results as the process of rolling out NDC investment plans is
still in its early stages (Interview 15).

The NDC Partnership highlights the importance of capacity building (NDCP, n.d.-a).
This can concern relevant stakeholders from both the public and the private sectors
involved in designing NDC investment plans but also in climate financing more broad-
ly. The Climate and Development Knowledge Network (CDKN) stresses that capacity
building should specifically focus on engaging the private sector to ensure financial mo-
bilisation for NDC implementation. This type of capacity building will include elements
that build skills in financial literacy, financial modelling and in enhancing knowledge
on different tools (e.g. policies and financial instruments). Public-private dialogues and
investor forums can also play a central role in planning climate goals with the engage-
ment and contribution of the private sector (CDKN, n.d.).
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The GCF and the NDC Partnership recently launched the Climate and Investment Plan-
ning and Mobilisation Framework (NDCP & GCF, 2024). This framework draws from
NDC Partnership’s NDC Investment Planning Guide and the GCF's Investment Planning
Framework and outlines the main steps for designing climate investment strategies,
though not necessarily linked to NDCs. The two main pillars of this framework are in-
vestment planning and finance mobilisation (NDCP & GCF, 2024). The finance mobilisa-
tion side comprises the following elements: development of projects and programmes,
project and programme implementation, and engagement of finance partners at the
programming level (NDCP & GCF, 2024). The transition from having a strategy in place
to making it an actionable document and mobilising the necessary finance has proven
to be the hardest part (Interview 15). The framework recognises the need to take the
discussion forward and ensure the meaningful and early engagement of financiers
throughout the process of developing the investment plan. As such, investment plans
should be co-developed with private sector representatives to effectively identify the
barriers to investment and chart a clear pathway towards the mobilisation of finance
(Interview 15). Engaging the private sector at an early stage in the design process sup-
ports the design of appropriate policies and financial instruments but also assures
investors on the prospects of their investments (IIGCC, 2024). Moreover, the Ministry
of Finance should be engaged as a key stakeholder and co-developer in the process, as
it is typically the entity responsible for the planning and mobilisation of finance (Inter-
view 15; 17). Engaging the Ministry of Finance also guarantees better access to the data
required for sound investment planning (Interview 17).

To summarise, from the discussion above, we identify these key building blocks for the
design of NDC investment plans:

1. Tailor to the unique characteristics of each country.
2. Promote country ownership and buy-in.

3. Follow a structured approach to identify investment requirements and funding
sources to meet NDC goals.

4. Anchorina country’'s NDC targets.

5. Strengthen institutional capacities and undertake capacity building targeting
relevant stakeholders.

6. Engage relevant actors (e.g. Ministry of Finance, private sector).

7. Introduce appropriate policies and instruments.

8. Align with national development plans.

9. Collect and use learnings on impact.

10.Conduct MRV and promote transparency.

11. Put in place a dynamic and iterative process for future updates.

We identify three distinct phases for the design of NDC investment plans that are nec-
essary to create an enabling environment that leads to investment readiness. These
phases are planning, implementation and learning. The different building blocks cor-
respond to different phases.

Planning refers to the preparation and design of an NDC investment plan outlining in-

vestment requirements and funding sources to meet NDC goals. The success of this
phase depends on adapting the approach to each country’s characteristics, ensuring
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Figure 1

Phases for the
design of effective
NDC investment
plans.

Source:
Own illustration
(adelphi)

country ownership, strengthening institutional capacity with relevant capacity building
activities, and following a structured approach to analyse the investment needs that is
anchored in the respective country’s NDC targets.

Implementation refers to ensuring that the NDC investment plan is realised, and that
the required finance is mobilised. To achieve this, it is important to put in place ap-
propriate policies and financial instruments to attract private sector investment. Oth-
er key components to make an NDC investment plan implementable are engaging as
co-developers actors that are key to investment decisions, like the private sector and
the Ministry of Finance, and ensuring that the plan is aligned with other national devel-
opment plans.

Finally, learning occurs when the NDC investment plan design process leads to the gen-
eration of knowledge that can feed into future iterations of NDC investment plans and
into other climate action plans and processes. This learning can also inform NDC invest-
ment planning in other settings. Key elements include collecting and using learnings on
impact, conducting robust MRV, and putting in place a dynamic and iterative process that
mutually informs NDC target setting and future NDC investment plan updates.

The different phases and corresponding key elements are summarised in Figure 1,
which demonstrates how they all form part of an enabling environment that leads to
investment readiness. Figure 1 also highlights that while co-development with cer-
tain stakeholders is acknowledged as a key component of the implementation phase,
broader stakeholder engagement is an important elementin all phases.

While the identified phases have some parallels with the stages outlined in the NDC
Investment Planning Guide and Checklist (NDCP, n.d.-a) and the Climate Investment
Planning and Mobilisation Framework (NDCP & GCF, 2024), they do not fully align. Draw-
ing from the Climate and Investment Planning and Mobilisation Framework approach
(NDCP & GCF, 2024), our analysis acknowledges that investment planning alone is in-
sufficient to achieve finance mobilisation and that there is a need for clear, actionable
steps to successfully mobilise finance. This is reflected in the implementation phase. At
the same time, we identify learning as a distinct phase of an NDC investment plan to
highlight the importance of planning for review and learning.
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Overall, categorising the different elements of sound NDC investment plan design into
distinct phases and building blocks is useful to support our analysis and to guide NDC
investment planning. However, it is important to emphasise that the different phases
and building blocks cannot be achieved in isolation from one another. There are often
overlaps and links between them and the successful implementation of one element
can be key in ensuring the successful implementation of other elements. Such links are
discussed in more detail in Section 3.4.

Challenges and solutions for designing and
implementing NDC investment plans

The design and implementation of NDC investment plans can face a range of chal-
lenges. First and foremost, NDCs differ greatly in terms of quality and granularity
among countries and frequently lack adequate guidance on implementation (G-
CC, 2024). This weakens their ability to guide NDC investment planning. Common lim-
itations can include the absence of detailed sectoral targets (NDCP, 2023b), incomplete
coverage across all sectors, and insufficient information on sector-specific policies (l1G-
CC, 2024). Further challenges may also arise as a result of insufficient strategies to mit-
igate the risks of climate change and of the transition to a low-carbon economy, as well
as unclear assumptions (e.g. on choice of baselines) and metrics used for the choice of
targets (IIGCC, 2024). Moreover, there can be a lack of alignment with other strategies
and plans (e.g. LT-LEDS, NAPs) or an absence of such strategies and plans (IIGCC, 2024).

While the NDC Partnership emphasises that NDC investment plans should be based on
a country’s specific context, objectives, needs and resources (NDCP, n.d.-a), limitations
in the quality of NDCs can impair the ability of NDC investment plans to communicate
clear messages to investors. By contrast, enhancing the quality of NDCs helps to assure
investors regarding implementation. Actions to improve NDCs can include increasing the
level of detail with regard to sector-specific pathways and providing more comprehensive
explanations of the broader macroeconomic context within a country (IIGCC, 2024). In the
absence of clear, granular targets for all sectors, countries may consider creating NDC
investment plans for more advanced sectors, as a first step while more specific targets
and pathways are developed for other sectors (IIGCC, 2024).

A further challenge may also be resource limitations with regard to designing NDC
investment plans. These may relate to a lack of local capacity and resources to design
the NDC investment plan. For example, many governments face challenges due to lim-
ited involvement of experts who can incorporate gender considerations. This may be
due to lack of capacity or an absence of political will (NDCP, 2023b).

Capacity constraints in terms of limited technological expertise and innovation ca-
pacity may result in unrealistic or inaccurate assumptions in models and projec-
tions. A lack of standardised monitoring and evaluation systems can also lead to limit-
ed data availability and difficulties in obtaining data (Interview 17). This may delay the
submission of NDC investment plans, reducing their impact to guide investments in a
timely manner (NDCP, 2023b).

Overall, countries should evaluate the adequacy of local capacities and resources be-
fore initiating the process of designing an NDC investment plan. This early evaluation
establishes a feasible scope for the investment plan and serves as preparation for re-
quests for external assistance if required (NDCP, 2023b). Further standardisation of
NDCs could also help to ensure the quality of the information provided (IIGCC, 2024).
While data limitations should be overcome to the extent possible, NDC investment
plans and other strategies can help to address data gaps going forward, as they often
shed light on existing limitations and required improvements (e.g. on the need for bud-
get tagging) (Interview 17).
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Government adoption and required governmental approvals of NDC investment plans
can be compromised due to coordination challenges and diverging priorities between
the different institutions, as well as political instability. More guidance is needed on
the process (e.g. in the form of a checklist), for example regarding country require-
ments and developer needs (Interview 17). It is also important for countries to align
their different national strategies and ensure effective collaboration to achieve the NDC
objectives (IIGCC, 2024).

The impact of NDC investment plans is difficult to determine. This is especially com-
plicated in the case of external actors that assist in the development of investment
plans, as technical assistance has a limited timeframe and often does not include a
long-term monitoring component. The responsibility for monitoring the impact of in-
vestment plans therefore should be with the government and other local actors (Inter-
view 17).

Finally, ambitious and well-crafted NDC investment plans might not always be im-
plementable. This may be due to an absence of policies and limited availability of fi-
nancial instruments to incentivise the private sector, limited stakeholder engagement,
or a lack of social acceptance (e.g. regarding the adoption of new technologies). Stake-
holder engagement is indispensable to ensure an NDC investment plan is impactful
and responds to needs on the ground. However, achieving this necessitates coordination
across society, which can be challenging . Bringing all the relevant actors on board is diffi-
cult and private sector involvement is often limited. Using different engagement formats
can help to ensure more diverse representation (e.g. a mix of workshops, roundtables,
bilateral discussions and inception workshops) (Interview 17). Further, enhancing the
stakeholder engagement process to ensure consistent and transparent dialogue already
during the development of the NDC is essential (IIGCC, 2024).

Synthesis: Key phases and building blocks for
designing NDC investment plans

Figure 2 summarises the main building blocks and phases for NDC investment plan de-
sign, as well as the challenges and opportunities outlined in Sections 3.4 and 3.5. More
specifically, Figure 2 outlines how each building block can be affected by the different
challenges and what the corresponding solutions might be. Although stakeholder en-
gagement is relevant in all phases, for illustration purposes it is included under the
implementation phase.

Figure 2 demonstrates the importance of adapting NDC investment plans to the unique
characteristics and resources of each country, and how design decisions can affect the
quality of an NDC investment plan and compromise its effectiveness. In the case of
resource and capacity constraints, suggested solutions include capacity building ac-
tivities to strengthen institutional capacities, potentially also requesting external sup-
port, and initially focusing only on some aspects of investment planning (e.g. beginning
with sectoral investment plans). Securing country ownership and achieving buy-in from
relevant government stakeholders is crucial. However, this may only be possible to a
limited extent due to capacity constraints, which can be addressed via capacity build-
ing activities to improve institutional capacities. Following a structured approach to
identify financing needs and funding sources forms an important component of NDC
investment plans. However, this can be challenging in environments facing capacity
and data availability challenges. These can be addressed by putting robust MRV pro-
cesses in place and undertaking relevant capacity building activities, also to strengthen
institutional capacity.
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For most building blocks, the most common challenges relate to limited capacity and
resources followed by data availability. Low private sector engagement can be a barrier
in terms of achieving meaningful stakeholder engagement and for determining appro-
priate policy and investment frameworks. The most common solutions are capacity
building, strengthening institutional capacities, and MRV (with external support if nec-
essary). Prioritising therefore these solutions can be conducive towards effective NDC
investment design. Many of these solutions are building blocks themselves, showing
that the building blocks are interconnected and mutually reinforcing.

Figure 2 includes arrows to show how the different building blocks are connected. For
example, strengthening institutional capacities helps to ensure that the NDC invest-
ment plan is based on the unique characteristics of each country, while maintaining its
effectiveness. It also helps ensure country ownership of the NDC investment planning
process. Strengthening institutional capacities is also conducive to following a struc-
tured approach focused on the identification of investment requirements and funding
sources to meet NDC goals. It also helps support other key processes like the alignment
with national development plans, putting the right policies and financial instruments in
place, collecting and using learnings on impact, and supporting the dynamic and itera-
tive process between NDC and NDC investment plan updates.

MRV strategies are also crucial in supporting a structured approach as they can address
potential data limitations. Moreover, MRV strategies facilitate the collection and use of
learnings on impact of NDC investment plans and support a dynamic and iterative pro-
cess for future updates. MRV strategies, the collection and use of learnings on impact,
and dynamic and iterative processes are interlinked as they support and reinforce one
another.

The diverse links between the different building blocks of NDC investment plans should
be considered by policymakers and practitioners when deciding which building blocks
are relevant in their country context and which actions need to be taken to incorporate
them successfully.

Apart from identifying the key challenges in investment planning and solutions to ad-
dress them, policymakers and practitioners need tools to assess to what extent the
different building blocks for NDC investment design are being considered. Figure 3
outlines key indicators to measure progress towards the implementation of each NDC
investment plan building block identified in this study.

For example, progress toward achieving country ownership and buy-in may be mea-
sured by assessing whether local actors (e.g. the Ministry of Finance and local govern-
ment) play an active role in all stages of the process, the NDC investment plan is adopt-
ed by the responsible ministry, findings are frequently communicated to the public and
relevant stakeholders, and whether there is a general knowledge of the plan and its
aims among relevant stakeholders. When it comes to following a structured approach,
suggested indicators of success include: all activities being costed, finance gaps and
funding sources being identified, an absence of data gaps, the ambition of the NDC in-
vestment plan corresponding with available resources to implement it and all relevant
stakeholders being informed about it.

Figure 3 can serve as a tool for practitioners and policymakers designing NDC invest-
ment plans and can be adapted to reflect each country’s priorities and unique circum-
stances.

The sections that follow introduce insights from the different country case studies on

the status of NDC investment plan design and on how the different building blocks are
being considered.
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4.1

4.2

Georgia

General country background

As a member of the PA, Georgia submitted its first NDC in 2017. In its updated NDC, sub-
mitted in 2021, the country committed to a 35% reduction in GHG emissions (compared
to emission levels in 1990) by 2030 and to deeper reduction (by 50-57%) conditional on
international support (NDC, 2021). Sectoral emission reduction targets were putin place
as part of this process for the following sectors: transportation, buildings, energy gener-
ation and transmission, agriculture, industry, waste and forestry (NDC, 2021), with the
biggest opportunities identified for the transport and energy sectors (Interview 7). The
next NDC update will be completed in 2025 (Action Plan, 2021). This document is expect-
ed to set out more ambitious targets and to focus more on adaptation as well as health
and social aspects compared to the previous versions (Interview 5).

The key actor responsible for the design and implementation of climate policy in Geor-
gia is the Ministry of Environmental Protection and Agriculture, through the Environ-
ment and Climate Change Department and the Climate Change Council. The latter was
established in 2021 to engage several ministries and coordinate collaborative efforts
towards addressing climate issues (NDC, 2021). Other important entities include the
Ministry of Finance that plans national funding via the state budget. Different ministries
like the Ministry of Economy and Sustainable Development, the Ministry of Internal
Affairs, the Ministry of Regional Development and Infrastructure, as well as the Agri-
culture and Rural Development Agency and relevant municipalities could take on active
roles in the development and implementation of climate projects. Although no desig-
nated national fund exists yet for climate investments, the role of certain state funds
like the Georgian Energy Development Fund and the Municipal Development Fund is
central for financing such activities.

Georgia is an upper-middle income country (NDC, 2021) and in recent years has under-
gone several economic reforms (e.g. deregulation, tax reforms) to create an enabling
environment for private investments (OECD, 2018). As a result, there was a threefold in-
crease in overall private investments in the country from 2010 to 2019. This favourable
environment also positively affected climate investments (NDCIP, 2022).

Policy support has been developed and putin place with the specific aim of incentivising
climate investments, benefiting especially the transport, industry and energy sectors.
This includes tax benefits for the import of electric and hybrid vehicles and other ben-
efits like the reduction of fees (e.g. parking fees for electric vehicles), establishing clear
conditions for public-private partnerships in the energy sector and putting in place laws
promoting energy efficiency in small and mid-sized enterprises (SMEs) and industry
through incentivisation. There are already some signs of success like an increase in
electric and hybrid vehicles, and investments in renewable energy. However, it is widely
agreed that more needs to be done, including the expansion of such measures to other
sectors (NDCIP, 2022).

Status of climate finance

Georgia will require 13 billion Georgian Lari (GEL) to meet its NDC mitigation commit-
ments (8 billion for the unconditional and 5 billion for the conditional target), while
4.8-6.4 billion GEL will be required for adaptation activities. A total funding gap of 208
million GEL has been estimated for the unconditional targets. 95% of the total finance
gap isin the energy sector, followed by the transport (1.3%), building (0.8%), agriculture
(1.5%), and waste (1.4%) sectors (NDCIP, 2022).
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(Action Plan, 2021, p. 9)

From 2010 to 2019 Georgia received 2.19 billion (GEL) in total bilateral climate finance,
mainly to support the energy sector (45%). The main donors contributing bilateral fi-
nance have been Germany, the European Commission, France, the United States, Swit-
zerland, Austria, and Sweden. Most of the support came in the form of grants (93% of
projects) followed by concessional loans (6%) and equity investments (1%), with the size
of loans being the highest (NDCIP, 2022).

From 2010 to 2019, Georgia received 2.98 billion GEL in multilateral finance, mainly
through grants. Among the different multilateral climate funds, the GCF contributed
56% of the total finance. Other important contributors included the Global Environment
Facility (GEF) (16%), the Eastern Europe Energy Efficiency and Environment Partnership
Fund (E5P) (13%) and the European Fund for Sustainable Development (EFSD) (13%). The
energy and forestry sectors received the most funding. International financial institu-
tions channelled 28.35 billion GEL into the country from 2010 to 2022, predominantly in
the form of loans (NDCIP, 2022).

Private investment is not tracked by the government, leaving levels of private climate
finance flows unclear. Overall, significant private finance has been raised in the country
from the Global Climate Partnership Fund. This is a public-private partnership focusing
on developing and emerging economies that mobilises private investments for climate
change mitigation and sustainable growth using public funding. This happens via na-
tional financial institutions. In the case of Georgia, this is via Basisbank and TBC Bank.
The main areas of operation are energy efficiency and renewable energy for SMEs and
households. A number of national companies are also exploring opportunities for cli-
mate change investments in novel sustainable industries that are emerging (NDCIP,
2022).

Overall, the level of climate finance that is currently available is insufficient to meet the
NDC targets, which are expected to increase in ambition in the 2025 NDC update. There
is also evidence of a lack of substantial financial commitment from the private sector
(Khardziani, 2023).

Selected strategic documents in place
The Climate Change Strategy and Action Plan

The Climate Change Strategy and Action Plan (Action Plan, 2021) outlines pathways
to meet the unconditional 2030 GHG emissions reduction targets for climate change
mitigation, determined in the updated NDC. It is considered a key national document
for climate policy and the closest document the country has to an NDC investment plan
(Interview 2). Its stated objectives correspond well to those of NDC investment plans,
given the strategic role the document aims to play in mobilising climate investments:

“The Climate Strategy and Action Plan provide a means of demonstrating to the international
partners and investors that Georgia is committed to the implementation of its Updated NDC.”

The Action Plan is designed for three-year cycles. The first, 2021-2023 Action Plan de-
veloped in 2021 aimed to support the implementation of the priority mitigation actions
for 2021-2023. The document includes detailed budget requirements per activity and
information on budget gaps, funding sources, implementing actors, and timelines. The
plan does not include an analysis of how to address the funding gap. For its design,
the plan involved all relevant ministries responsible for its implementation and there
was significant stakeholder engagement and consultation (Action Plan, 2021). However,
as one expert highlighted, the involvement of the private sector was less pronounced
(Interview 2).
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The NDC Financing Strategy and Investment Plan

The NDC Financing Strategy and Investment Plan was published in 2022, commissioned
by the EU and UNDP, and implemented by one international (Gauss international) and
one national (Georgia's environmental outlook) actor (NDCP, 2022a).

The document aims to establish a financing framework to meet the country’s mitigation
targets as specified in its NDC. Using the Action Plan and NDCs as a basis (Interview
2), it developed guidelines and strategies to identify and address gaps and barriers
impeding effective climate financing. The document assesses financial needs (including
costing for the different mitigation actions) and existing gaps for each priority action,
identifies funding sources, presents a comprehensive strategy to bridge financial gaps,
and an implementation roadmap. There are also recommendations for designing a ro-
bust MRV system for evaluating and updating the document on a continuous basis.

Key stakeholders were involved throughout the design process. This included a kick-
off meeting to make stakeholders aware of the project, ongoing consultations with
different institutions, interviews with relevant actors for data collection, and a final
workshop to communicate findings and validate the strategy. Moreover, as part of the
process of designing NDC financing, several stakeholders were trained on a budget
tagging methodology that was developed (Interview 8). The assessment of investment
needs was mainly based on desk-based research, with stakeholder interactions then
being used for validation purposes (Interview 8).

A new NDC investment plan informed by the country’s NDC 3.0 is currently under con-
sideration and would be commissioned through the NDC Partnership processes (Inter-
view 2; 7; 8). However, it remains unclear if this will move forward (Interview 7).

Main barriers for climate finance mobilisation to
meet NDC goals

Absence of a unified national policy framework on climate change for the mobil-
isation of financial resources. In Georgia, climate change is not consistently treated
as a distinct policy area or integrated into the national framework through a compre-
hensive strategy. While several policy documents address climate change, it is not uni-
formly included as a key aspect across national, sectoral, and regional policies. Con-
sequently, there are presently no dedicated national funds to support climate-related
investments. Existing state funds lack a specific portfolio for green investments (NDCP,
2022a).

Climate change should be incorporated into the national policy framework via a com-
prehensive strategy that outlines the country’s intended direction. This strategy will
serve as a reference point for linking shorter-term documents that detail specific ac-
tions. Additionally, Georgia should incorporate NDC implementation into its national
development policy cycle.

In Georgia, assessment of investment needs and inadequate tracking of climate
finance has been inconsistent. This hinders accurate evaluation of investment needs
for climate action and limits the integration of climate change into the state budget.
Without this transparency, donors are often reluctant to provide funding. Lack of data
was also highlighted as a limitation for the design of both the Action Plan and the NDC
Financing Strategy and Investment Plan (Action Plan, 2021), making the documents less
comprehensive and descriptive at points (Interview 4; 6; 7; 8). Climate finance tracking
is conducted sporadically and on a project-by-project basis, often depending on exter-
nal support (NDCP, 2022a). This also holds for tracking the implementation of planned
activities. As of Q1 2025, very few activities listed in the Action Plan had been fully im-
plemented and for many there was a lack of information regarding their status (Khard-
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ziani, 2023). Local auditors to identify the environmental character of projects are also
in short supply. Clearer criteria to identify green projects and green investments are
needed (Interview 6).

A more structured approach to collect climate finance information is required (Khard-
ziani, 2023). Involving different ministries in the development of future strategies is
also crucial to overcome data confidentiality issues, as otherwise ministries may be
reluctant to share information on their budget (Interview 8).

Some steps have already been taken to address this barrier. The national bank of Geor-
gia is developing a sustainable finance taxonomy that will be mandatory for banks re-
porting on their activities. This will include classifications for both “green/climate” and
“social” finance (Interview 1). For the state budget, climate tagging is being introduced
by the Ministry of Finance with the support of the World Bank (Interview 1; 2; 4). A
centralised system to track private sector investments should also be established. A
unified, open, and transparent online platform with information on different climate
actions, including their implementation status, funding sources and geographical infor-
mation would represent a major step forward (Khardziani, 2023).

There is a finance gap, particularly regarding private sector investments. The scar-
city of affordable, long-term capital within Georgia's private sector remains a signifi-
cant obstacle to encouraging investments in climate-related projects (OECD, 2018). A
range of innovative financial incentives and funding mechanisms are available to the
private sector, but many are not used. These include corporate bonds, project bonds,
guarantees/insurance, fund seeding, securitisation, and pooling/aggregation (NDCP,
2022a). There are also no strong public-private partnerships to drive investments (In-
terview 7). High collateral requirements and minimum loan thresholds render access
to finance expensive and reduce access to loans for climate investments, especially for
SMEs (OECD, 2018). Other barriers include a lack of capacity and expertise to tap into
certain sources of funding (e.g. accessing international climate funds) (Interview 4). The
country is also facing several macroeconomic challenges that could worsen the finance
gap (NDCP, 2022a).

There is also limited interest from the private sector (Khardziani, 2023). Awareness
among non-financial private companies regarding the “business case” for green proj-
ects is low (Interview 1; 5). Often green and climate regulations are regarded as a bur-
den and not as an opportunity for new investments (Interview 7). It is therefore also
difficult to engage the private sector in the design of climate strategies (Interview 7).

Regulation and incentivisation to promote private finance and the use of financial in-
struments should continue. More targeted trainings for private sector will be needed
(Interview 7). There is a consensus amongst experts that established practices that have
worked in other contexts can be used to mobilise the private sector (Interview 3; 7).

Main lessons learned for the desigh of NDC
investment plans

1. Undertake a structured approach in the design of NDC investment plans: The
Georgia Action Plan and the NDC Financing Strategy and Investment Plan provide
good examples of a structured approach with clearly articulated granular infor-
mation on finance needs, budget gaps, funding sources, implementing actors, and
timelines. The latter also includes a comprehensive strategy to bridge financial gaps
and an implementation roadmap.

2. Manage ambition to correspond with available resources: One limitation of the

Action Plan was its ambition, as it was: “too expensive with too many activities” (In-
terview 2). This led to difficulties in implementation. For many activities the budget
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was not defined, and it was also not possible to secure the funding at a later stage.
Taking steps to ensure that such strategic investment documents are realistic in
their ambitions is therefore a key lesson learned, and alighment with national devel-
opment plans can help to achieve this.

3. Ensure stakeholder engagement throughout the whole process: Involving key
stakeholders throughout the preparation of the Action Plan and the NDC Financing
Strategy and Investment Plan had a positive impact on the design of both docu-
ments, but the limited engagement of the private sector and the Ministry of Finance
leaves room for improvement in future processes.

4. Engage the private sector: The NDC Financing Strategy and Investment Plan was
mainly aimed at the government and the different line ministries, and less so at the
private sector (Interview 7). This is a limitation as private sector involvement is a key
to effective investment planning (Interview 7). To address this, the government may
consider putting in place new programmes and initiatives to attract the attention of
businesses (Interview 1).

5. Involve the Ministry of Finance as much as possible: Given its crucial role in bud-
get planning, the Ministry of Finance should be actively engaged in the design of
strategic documents like the NDC Financing Strategy and Investment Plan and the
Action Plan going forward (Interview 2).

6. Improve MRV processes and data quality: The NDC Financing Strategy and Invest-
ment Plan highlights the importance for designing a robust MRV system. Initiatives to
create a sustainable finance taxonomy and introduce budget tagging and the training
of relevant stakeholders on these methodologies are steps to the right direction.

7. Ensure adoption and communication of NDC investment plans (country
ownership and buy-in): As of Q1 2025, the NDC Financing Strategy and Invest-
ment Plan had not yet been adopted and widely communicated (Interview 1; 2; 6).
When an NDC investment plan is commissioned and adopted by the government it
receives more attention, including from the private sector (Interview 7). Stronger
country ownership can also be achieved if local actors are not just consulted but
also directly involved in designing the plan. Further, it is important to ensure that
both national and subnational policymakers (regions, cities, municipalities) are im-
plicated as implementation ultimately takes place at the local level (Interview 7).
Stronger engagement across government can also facilitate alignment between the
investment plan and previous documents and strategies and help to avoid process
and document duplication (Interview 2; 4; 5), which is crucial given the capacity and
resource constraints many countries face (Interview 5).

8. Ensure the right policies and financial instruments are in place: An NDC invest-
ment plan on its own is not sufficient. NDC investment plans should be regularly
updated and communicated, with key findings communicated, promoted and ad-
vocated for on an ongoing basis, not just when documents are published, to attract
finance in priority sectors (Interview 5). More regular updates can also ensure the
plan remains relevant and addresses data gaps (Interview 8). Experience shows the
value of finding clear and concise formats to convey strategies, information and key
messages (Interview 8). Finally, a strategy alone is not sufficient to mobilise the re-
quired levels of finance. It should be complemented by other actions to create an en-
abling environment and demonstrate commitment to climate action. These include
implementing relevant policies, unlocking financing and financial instruments, a de-
veloping a pipeline of bankable pilot projects to attract the interest of the private
sector, and putting in place pilot projects in place that can be scaled up (Interview 1).

adelphi + NDC financing analysis - Georgia Page 41 of 89



P j s Rwanda
5 ; Il Akagera National Park .
' i s !



51

Rwanda

General country climate policy background

Rwanda stands out in the East African region for its heightened vulnerability to cli-
mate-related risks, a situation exacerbated by its economy's significant reliance on
natural capital. This dependence makes the nation more susceptible to environmental
changes compared to its Sub-Saharan African counterparts and neighbouring countries
within the East African Community (EAC). The vulnerabilities are not just hypothetical,
but are playing out through increased floods and subsequent landslides in higher alti-
tude areas and increasing drought leading to damages in the eastern province (World
Bank, 2021b).

Recognising these vulnerabilities, Rwanda has been proactive in its climate policy ini-
tiatives, aligning itself with global efforts to combat climate change. In its commitment
to international climate agreements, Rwanda is a signatory of the PA and has taken
substantial steps to meet its obligations. The country submitted its first intended NDC
in 2015 and submitted its revised this NDC in 2020 and is currently working on its NDC
3.0, expected in the first half 2025 (Interview 11), most recently in January 2025 having
launched a nation-wide consultation process to ensure an inclusive approach (Ministry
of Environment, 2025). The 2020 revised NDC outlines Rwanda’s dedication to reduc-
ing GHG emissions by 16% unconditionally by 2030, with the potential to extend this
reduction to 38% if international support is secured against business-as-usual projec-
tions (Republic of Rwanda, 2020). Before joining the PA, Rwanda already had a robust
climate policy framework, with the initial Green Growth and Climate Resilient Strategy
(REMA, 2022a) adopted in 2011, which provided guidance for the government on how
to achieve green growth. The strategy was followed up by the creation of the Rwanda
Green Fund, a nationally managed fund that has to date attracted USD 250 million in
public and private capital to invest in scalable, high-impact green solutions. The fund
plays a catalytic role in attracting further funding (Interview 14).

These commitments were followed by further integration of climate into different na-
tional strategies such as the Vision 2050, the National Biodiversity Strategy and Action
Plan, and the creation of the Kigali International Finance Centre (with climate in mind)
which makes it easier for foreign investors to come into the country. This initiatives tak-
en by Rwanda positioned it well to among other things be chosen as a pioneer country
for the Taskforce on Access to Climate Finance (Interview 14), which addresses “climate
vulnerable countries’ concerns by delivering concrete, system-wide changes in access
to finance for climate action based on countries’ own national plans and priorities”
(FCDO, 2021) and more importantly further provides financing to (further) develop na-
tional plans and priorities. This, combined with other internal push factors to furtherin-
volve the Ministry of Finance and Economic Planning (MINECOFIN) in leading the efforts
on leveraging the financing needed in an integrated fashion to reach NDC targets, has
led to a consensus that growth and economic development needs to be green. There is,
and has been for the last few years, now a concerted effort to facilitate green growth
by aligning financial services to this goal to streamline, de-risk, and reduce the cost of
(green) investments in the country.
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Status of climate finance

The cost of implementing Rwanda’s NDC is estimated at USD 11 billion. Of this 40%
is unconditional and to be financed through domestic efforts, and 60% is conditional
upon international support. The sum is significant, representing 7% of GDP a year over
a ten-year period (2020-2030) (IMF, 2023). In terms of current trends, in the ten years
before that, climate finance has not reached a quarter of that, with around USD 100
million to USD 150 million a year. Making this leap remains the biggest challenge and
the underlying impetus behind the structures that are being put in place to operate at
the scale needed to achieve the NDC targets (Interview 11). Though there is momen-
tum: the NDC implementation framework has secured USD 4.5 billion for the 2020-25
period (MINECOFIN, 2024a). The amount is the value determined necessary to execute
a robust government-developed pipeline of 550 projects. Grants and public financing
account for 89% of total financing (State of blended finance), showing there is room
to grow in terms of mobilising public-private partnerships. Initially, leveraging larger
amounts, for more capital-intensive projects, will necessitate further private sector en-
gagement. This still leaves a USD 6.5 billion gap for the 2020-2030 period to reach the
conditional target (MINECOFIN, 20244a).

Currently, approximately 5.4% of public expenditure is allocated to environmental
and climate change sectors, amounting to USD 217.6 million annually, up from 2.1% in
2008-2012. In 2021, Rwanda received USD 636.4 million in development finance com-
mitments, with 52% allotted for adaptation and 48% for mitigation (MINECOFIN, 2024a),
closely resembling the amounts called for in its NDC. Most (88%) was concessional and
developmental, with 9% non-concessional and 4% private concessional. This split will
become more challenging going forward as Rwanda develops further, resulting in an
on-going tightening in external grant and concessional financing conditions, necessitat-
ing them to increase the fiscal space through reforms (IMF, 2023), efforts which Rwanda
has acknowledged and is actively undertaking (Interview 12).

The private sector contributed USD 2.1 billion in climate and nature investments in
2022, including USD 399 million in foreign direct investment, showing potential for sig-
nificant climate and nature financing (MINECOFIN, 2024a). Further efforts to increase
private sector participation are actively being pursued. In 2022, the Government of
Rwanda published the Private Sector Mobilisation Plan for Climate Action (PSMP-CA)
(REMA, 2022b), which provides an overview of the strengths, weaknesses, opportuni-
ties, and threats of engaging the private sector in financing of climate action in Rwanda,
which acknowledges that there is both potential to grow investments but that there is
a general lack of awareness among some financial actors and that institutional hurdles
such as high interest rates/collateral make it difficult for those who are interested to
pursue further investments. These both technical and institutional challenges are be-
ing actively addressed by the actors involved in Rwanda's climate finance space.

Selected strategic documents in place

As outlined in the introduction, Rwanda has been developing strategic documents
to guide their climate policy for the last several decades. The section here will focus
on two documents seen as critical for facilitating investments needed to unlock their
NDCs, the first, which builds on its NDC implementation plan, is the Climate and Nature
Finance Strategy which is regarded as Rwanda’s NDC Investment Plan, and the second
is the country’s Green Taxonomy.
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Climate and Nature Finance Strategy

The Climate and Nature Finance Strategy (CNFS) (MINECOFIN, 2024a) serves as Rwan-
da’s NDC Investment Plan, providing a structured approach to integrating climate and
environmental priorities into national development. Spanning from 2024 to 2030, the
CNFS outlines key strategies to mobilise both public and private investments, crucial for
meeting climate and nature-related goals. The CNFS neatly summarises all of Rwanda'’s
context, targets, aims, efforts, actors, and policies to realise the financing needed to
reach its NDC targets and put the country on track for green growth and sustainable
development.

The strategy emphasises the role of development partners, the Government of Rwanda
and the private sector in driving climate and nature investments through innovative
financial mechanisms. It includes a timeline for implementation (p. 46), detailing activi-
ties and their schedules to ensure systematic progress. Additionally, the CNFS identifies
various financial instruments (p. 50) that can be leveraged to support these initiatives,
offering a comprehensive framework for resource mobilisation.

A dedicated Climate Finance Department within the Ministry of Finance and Economic
Planning is tasked with coordinating these efforts, enhancing fund sourcing, and align-
ing policy measures. This department aims to improve collaboration across govern-
ment sectors and with international partners, ensuring effective implementation of the
strategy. The CNFS also incorporates monitoring and evaluation mechanisms to track
progress and maintain accountability, positioning it as a cornerstone of Rwanda'’s cli-
mate policy framework.

Green Taxonomy

The Rwanda Green Taxonomy (MINECOFIN, 2024b) is a framework developed to guide
the country’s transition towards sustainable economic activities. It serves as a classifi-
cation system to define and standardise what constitutes a green investment, aiming
to attract the investments required to meet Rwanda’s 2030 Climate Action Plan goals,
as outlined in its NDCs. This taxonomy is instrumental in preventing greenwashing by
establishing transparency and comparability of sustainable investments, thereby link-
ing financial markets with climate objectives.

The document outlines specific criteria and methodologies for various sectors, includ-
ing energy, transport, and agriculture, to ensure alignment with environmental goals
such as climate change mitigation and adaptation. Being developed in phases, the
Green Taxonomy involves collaboration among government ministries, financial insti-
tutions, and international partners. It is supported by a governance framework that
ensures its operability within Rwanda's regulatory environment.

Main barriers for climate finance mobilisation to
meet NDC goals

The interviews indicated a range of different barriers to mobilising climate finance, with
different barriers affecting different types of prospective capital. As for any developing
country there is an on-going challenge of mobilising capital for climate investments
while balancing the rational of development in other sectors in a tight fiscal space. The
concerted efforts to enlarge the pie and integrate a climate lens into development is an
active effort in the country to ensure an intertwining of the two.

The sheer scale of the necessary investment was the primary challenge mentioned

by several interviewees (Interview 11; 13; 14). As illustrated, even though governance
processes have been set-up, financial markets are actively being tailored to climate
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investments, there is technical assistance, on-going capacity building efforts, funding
diversification strategies, political buy-in, special agencies and investment funds, inter-
ministerial coordination led by the finance ministry, and other efforts, the amount of
funding necessary to reach the targets is much higher than what has been mobilised
in the past, and a significant portion of it needs to come from the private sector or as
concessional or debt financing to be in line with Rwanda'’s development status, what is
realistic in attaining in development assistance, and what can be allocated in govern-
ment budgets.

Other barriers to climate finance investments in Rwanda are the relatively small market
size limiting the potential for growth and scale (Interview 13) and high interest rates,
which can lie around 15%. This restricts the ability of especially SMEs to afford loans.
Beyond interest rates expected collateral on loans can often exceed 100% and run as
high as 150% (Interview 11). The high interest rates are a result of a different factors
ranging from depreciation of currency, to the perceived risk of doing business. Further,
more of nascency challenge, but not so much a barrier in that it is not being addressed,
there is significant capacity building that needs to be done to sensitise private sec-
tor actors, both investors and commercial banks to role of the Green Taxonomy and
what ESG standards there are putin place, why these matter, how they reduce risk (and
thereby interest rates), and what applications that account for these and subsequent
compliance look like. Development partners are supporting these efforts (Interview 11;
12;13; 16).

Main lessons learned for the design and
implementation of NDC investment plans

1. Showcasing the economic imperative of climate integration in development
plans and ensuring buy-in: The Ministry of Finance and Economic Planning was
consulted on studies that showed the economic costs of not integrating a climate
approach in their development plans. This made the business/economic case of in-
action on climate very clear which assisted in mobilising their leadership, which fur-
ther spurred central coordination on climate finance from an actor with authority to
drive whole of government change (Interview 11; 12; 14).

2. National ownership & collaboration: NDC investment planning was conducted
in an integrated fashion with strong national ownership with key ownership com-
ing from the Ministry of Finance and Economic Planning. Their buy-in was key to
make sure climate was integrated into overall development planning and paved the
way for the establishment of a dedicated Climate Finance Department within in the
ministry. This department will play a crucial role in coordinating and managing cli-
mate finance initiatives as well as implanting the CNFS, ensuring that resources are
utilised efficiently and effectively to drive sustainable development. By leveraging
existing institutional mechanisms and fostering collaboration among stakeholders,
the department is well positioned to help maximise the impact of climate and nature
financing efforts, ultimately promoting green growth and resilience across sectors.

3. Integrated planning: All the work that Rwanda has been doing in the climate (fi-
nance) space over the past several decades is iterative and has aided in building a
robust and holistic approach to making sure climate is embedded in institutional
and financial structures in the country and is clearly communicated both internally
and externally and most importantly as a cornerstone of the country’s sustainable
development agenda. This is true as well for its macroeconomic planning with the
country at a challenging crossroads (reducing reliance on official development as-
sistance, meeting national fiscal needs, while maintaining stable debt levels) and
climate investments are being leveraged as an opportunity to help facilitate this
transition to a middle-income country.
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4. Facilities to pool and spur funding: The Rwanda Green Fund and Rwanda Devel-
opment Bank provide different financial instruments (recoverable) grants, conces-
sional finance, incubator, loans, guarantees, leasing) and together created a special
green investment facility Ireme Invest an example of how the government can use
blending instruments to mobilise private sector capital.

5. On-going capacity building, technical assistance, and targeted projects
supporting existing infrastructure: Rwanda, through their active leadership
have made it easy for international donors to target funds to help support specific
complementary tools such as e.g. GIZ funding the Green Taxonomy and efforts to
support capacity building for its implementation. Their on-going commitment and
vision provide useful spaces for continued engagement of the international com-
munity, while demonstrating their own national ownership of the climate finance
agenda.
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Jordan

General country background

Jordan, officially the Hashemite Kingdom of Jordan, is a constitutional monarchy in the
Middle East with a highly urban, youthful population of approximately 11.4 million (UN-
FPA, 2025). It is a lower-middle-income country, with a high score on the Human De-
velopment Index (UNDP, 2024a). Jordan’ workforce is well educated and highly skilled
compared to other countries in the region, making the country attractive to foreign
investors. Nonetheless, slow job creation and high unemployment rates, particularly
among young people, remain an issue. Despite its lack of natural resources, the country
has a broad economic base, and expansion of its service, industrial and tourism sectors
enabled the economy to return to pre-pandemic levels of growth in 2023 and 2024 in
spite of the challenges posed by continuing regional instability and large influxes of
refugees in recent years (World Bank, 2024). Overseas aid and loans have played a key
role in the country’s resilience to these developments, and there are concerns about
the sustainability of the Jordan’s high debt to GDP ratio (114% in 2023) (Bertelsmann
Stiftung, 2024; El-Sharif & Muasher, 2024).

As a semi-arid country already experiencing significant socio-economic challenges due
to water scarcity (UNICEF, 2022). Jordan is highly vulnerable to the impacts of climate
change, such as rising temperatures, decreasing rainfall, and more frequent incidents
of drought. The negative impacts of climate change on its natural and fixed assets, its
infrastructure, and on water and energy demand and prices represent major devel-
opment challenges for key sectors (GoJ, 2021a), and strong climate policy action and
investment in the water, energy, agriculture, transport and urban development sectors
are crucial to the country’s future (World Bank Group, 2022).

Jordan is already well advanced in terms of developing its climate policies and is con-
sidered a leader in climate action in the region and on the world stage, particularly with
regard to promoting the transition to renewable energies (World Bank Group, 2022). It
submitted NDCs in 2016 and 2021, with its third NDC due in 2025. It has a National Ad-
aptation Plan, a National Climate Change Policy (2022-2050), and a Long-Term Strategy
is currently under development, with support from the World Bank (GoJ, 2021b; GoJ,
2022a; NDCP, 2023a). There have also been concerted efforts to mainstream climate
action and sustainable development into national development strategies, including
the National Green Growth Plans (NGGP) (2021-2025) at national and sectoral level (GG-
NAPs), and the goal to “apply sustainability principles to economic growth” in Jordan’s
guiding Economic Modernisation Vision (2022-2030).

With regard to mitigation, Jordan commits in its most recent NDC (2021) to an uncon-
ditional macroeconomic target to reduce the GHGs emissions by 5% by 2030 and a
conditional GHG emission reduction target of 31%, raised from 14% in the first NDC,
compared to a Business As Usual scenario (GoJ, 2021a). The government plans to secure
USD 565 million by its own means to meet the unconditional target, with a further USD
7.54 billion required to finance the mitigation actions to reduce emissions by an addi-
tional 26%. In terms of financing, the NDC states that “Jordan'’s fiscal situation demands
that it finds private sector solutions..., and that it incentivises these solutions as part of
its development model, to build in resilience and economic growth.” (GoJ, 2021a)

The NDC directly links to the National Climate Change Adaptation Plan of Jordan (NAP),
also published in 2021, which was developed to “mainstream adaptation measures into
development planning processes within all relevant sectors in Jordan” and outlines sec-
toral adaptation programmes and measures for water resources management, and ag-
riculture and food security, including adaptation measures with mitigation co-benefits
(GoJ, 2021b). The NAP includes a financing strategy but does not place a figure on esti-
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mated financing needs. Overall, the World Bank has estimated the country will need to
invest USD 9.5 billion by 2030 to fully implement the priority actions it has identified for
its climate-resilient and low-carbon development (World Bank Group, 2022).

In 2019, the Ministry of Environment issued Climate Change Bylaw No.79 to put in place
the governance arrangements for coordinating the implementation of Jordan's mitiga-
tion and adaptation measures across government. Under the bylaw, the lead ministry
coordinating climate change action is the Ministry of Environment. The Ministry chairs
the National Climate Change Committee (NCCC) that brings together 16 other line min-
istries and is the focal point for the UNFCCC and responsible for the preparation and
tracking of the NDCs.

In its fourth National Communication to the UNFCCC (GoJ, 2023), the Jordanian gov-
ernment set out plans to further strengthen its governance of climate action. These
include an update to the bylaw to better define the role and responsibilities of stake-
holders and institutions, to establish formal arrangements for mainstreaming climate
change into each sector, to establish a technical advisory body to the NCCC, and to
formalise stakeholder engagement mechanisms and strengthen the participation of
the private sector and vulnerable groups, as well as local government. Additionally, a
Code of Corporate Governance will mandate sustainability reporting for public interest
entities, while regulatory changes will enshrine governmental duties to address climate
change. Stakeholder coordination will be improved through operational guidelines and
capacity building, ensuring inclusive engagement in climate dialogues.

Climate finance status

Jordan is looking to leveraging financing from across multiple sources and channels to
fund the priority actions under its NDC.

A 2023 analysis of climate and nature financing in Jordan revealed that public expen-
diture on these areas in 2021 was 482 million Jordanian dinars (JOD) (USD 680 million),
with 58% directed towards water projects. While there was no available analysis on
private financing, the International Finance Corporation (IFC) reported an average an-
nual spending of JOD71 million on climate and nature from 2013 to 2023. Despite these
efforts, there remains an annual financing gap of JOD 1,095 million (3.4% of GDP) for
climate and nature initiatives. While grant support is essential to bridging this gap in the
short term, the analysis suggested that 72% of the gap could be covered by convention-
al and innovative sources of public finance, and the growth of the private sector over
the next ten years (Buso et al., 2023).

In terms of external support, Jordan remains reliant on overseas aid and loans and in
2023 its budget deficit totalled 5.1 percent of GDP or USD 2.6 billion. Among its interna-
tional partners, the United Arab Emirates and the US were the largest donors of ODA,
providing Jordan with USD 384.8 million and 323.8 million respectively in 2022 (Foreign
Assistance, 2024). The US has also providing the country with substantial budget and
military support, meaning its total aid to the country totalled USD 5.323 billion between
2019 and 2022 (Bertelsmann Stiftung 2024). In 2025, the EU announced a EUR 3 billion
aid package for 2025-2027 (European Commission, 2025), and the country has a five-
year partnership with the World Bank and a USD 1.2 billion programme with the Inter-
national Monetary Fund (IMF) (S&P Global, 2025).

In terms of climate-related development finance, Germany, the World Bank, the Euro-
pean Investment Bank (EIB) and EU Institutions represented the largest donors in 2021
(providing USD 276 million, 161 million, 85 million and 62 million respectively). Just un-
der half of this financing was provided in the form of grants (47%) and the water supply
and sanitation sector received the most funding, followed by the government and civil
society, and general environment protection sectors (OECD 2021). Jordan has also re-
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ceived USD 160.5 million from the GCF in support of mitigation and adaptation projects
in fields such as renewable energy, water efficiency, agriculture and integrated land
management, as well as climate action at the subnational level and cities. Since 2023,
green bonds have also been issued by leading private sector banks to provide financing
for green projects in Jordan - the first supported USD 50 million by the IFC and blended
finance co-investment from Canadian and Dutch funded IFC programmes (IFC, 2023).
Alongside financial assistance, Jordan has received technical assistance via the NDC
Partnership since 2017 to support the development and implementation of its NDC.
This has included assistance in developing bankable proposals for projects that align
with its sustainable development goals (SDGs) and development goals, and its NDCs
(NDCP, 2021). Active donors via the NDC Partnership include France, the Netherlands
and Germany (through GIZ and IKl), as well as the European Commission, EIB, FAO, GEF,
IFAD, ILO, IRENA, IsDB, UNDP, UNEP, UNFCCC, UN Habitat, UNICEF, and the World Bank.

Selected strategic documents in place

While Jordan does not have an official NDC investment plan in place, it has developed a
number of strategic documents to mobilise investment in support of its climate action
and SDGs. This case study examines three plans and strategies that have played an im-
portant role in developing a pipeline of projects to support NDC implementation, and
in creating a favourable environment for private sector investment in climate action.

Green Growth Action Plans

Jordan’s Green Growth National Action Plans (GG-NAPs) have played a significant role
in mainstreaming Jordan’s sustainable development and NDC goals and embedding
them into sectoral strategies (Interview 20). Green growth was established as a national
objective in 2017 in the NGGP, which was later expanded into the GG-NAPs for 2021-
2025. These plans sought to strengthen collaboration across government and integrate
the country’s green growth, climate change, and sustainable development objectives
into strategic frameworks for priority sectors: agriculture, energy, tourism, transport,
waste, and water. They included detailed descriptions of priority policy and investment
actions and provide structured pathways for identifying investment requirements and
opportunities for climate finance.

To support the implementation of Jordan’s NDC and NDC Action Plan, the GG-NAP in-
cluded climate change mitigation and adaptation as strategic objectives and outlined
53 relevant actions. Many of these were subsequently included in Jordan’s NDC Action
Plan with the aim of attracting donor and investor interest to support green projects
and initiative. The total cost of implementation for all six GG-NAPS was estimated at
USD 1.83 billion (GoJ, 2021¢).

The GG-NAPs were developed in a highly collaborative approach, led by the Ministry
of the Environment in collaboration with relevant line ministries and stakeholders.
Sector-level green growth focal points were established, and ministerial leadership
was engaged through the Higher Steering Committee for Green Economy to ensure
endorsement. The Ministry of Environment facilitated action across various sectors,
demonstrating its growing role in advancing green growth initiatives. The government
also received technical support from the Global Green Growth Institute, which support-
ed extensive stakeholder consultations conducted in 2018 and 2019 to align strategic
objectives with existing sectoral priorities.
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NDC Action Plan

Jordan’s NDC Action Plan or Partnership Plan (GoJ, 2020), approved in 2019 and updat-
ed in 2020, was developed with support from the NDC Partnership’s Climate Action
Enhancement Package (CAEP), to implement action in the key sectors identified in the
NDC - namely transport, energy, agriculture, health, water, and waste management.
It included the identification of investment needs the use of a project prioritisation
methodology including criteria linked to sustainable development and gender and a
consultative process (NDCP, 2022b).

With support from the highest levels of government, including Jordan’s Prime Minis-
ter at the time, H.E Dr. Bisher Al Khasawneh and, the plan was developed in a coordi-
nated government approach, which involved setting up five Sectoral Working Groups
that worked further to prioritise 35 actions based on impact, sustainable develop-
ment potential, and gender and vulnerability considerations. In addition to preparing
a Cost-Benefit Analysis Report for these actions, which put expected implementation
costs at above USD 1 billion (GoJ, 2022b), the plan also included a Climate Finance Strat-
egy Report to that provided a first indication of planned support from funders and de-
velopment partners. For example, the plan was circulated via by the NDC Partnership to
attract support from its international network of donors and partners. Since then, the
government has proceeded to align sectoral plans and strategies with the NDC Action
Plan and the country’s Green Growth Action Plans, and to integrate priority actions in
the sectors into the government'’s national development strategy, the Executive Devel-
opment Programme 2021-2024 (GoJ 2023; NDCP, 2021; NDCP, 2022b).

Furthermore, the process was designed to increase the engagement of stakeholders
beyond national government. For example, local governments and municipalities re-
ceived technical support to create local Sustainable Energy and Climate Action Plans.
This effort enhanced local capabilities and supported regional frameworks for climate
action, offering valuable insights for ongoing collaboration with sector groups focused
on identifying investment requirements (NDCP, 2022b).
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Green Finance Strategy (2023)

Alongside the government, the Central Bank of Jordan (CBJ) is a central actor in terms of
increasing green investment into the country. The CBJ's Green Finance Strategy 2023-
2028, developed with technical assistance from the World Bank, therefore represents
an important step towards mobilising green investment and investments supporting
NDC goals in Jordan's financial sector. The strategy identifies the opportunities inherent
in mobilising green finance for sustainable investments as one of the three core mis-
sions for the CBJ in engaging in climate action - especially given the size of the financial
sector which represents more than 180% of GDP (CBJ, 2023). Six key areas are identi-
fied as key for mobilising green finance, namely capacity building and governance, risk
identification and assessment, sustainable Islamic finance, fostering of inclusive green
finance, micro-prudential supervision and regulations, and financial stability. The au-
thors of the strategy note that if hypothetically the bank were able to green 20% of its
total credit portfolio (USD 46 billion in February 2023), “it would more than cover the
expected private sector share of Jordan's USD10 billion climate investment needs by
2030" (CBJ, 2023; Asktrakhan & Skarnulis, 2024).

Alongside these opportunities, the strategy also highlights the risks that climate change
poses to the country’s financial stability and the important role the CBJ can play in
strengthening resilience to climate change - for example, “through climate-responsive
insurance products as well as through microfinance solutions for more vulnerable peo-
ple and micro- and small enterprises” (CBJ 2023). A third core area addressed in the
strategy covers the climate-related risks and opportunities for CBJ's own operations.

Main barriers for climate finance mobilisation to
meet NDC goals

With regard to the expansion of green investments and the green finance market in
Jordan, the CBJ's Green Finance Strategy for 2023-2028 outlines several key barriers.

* Alack of sufficient tools and capabilities among companies and banks to ade-
quately manage and mitigate climate-related financial risks. This gap highlights
the need for enhanced capacity-building and the integration of climate consider-
ations into financial decision-making frameworks.

* High costs associated with obtaining information about the environmental im-
pact of financial services. This discourages both borrowers and financial institu-
tions from engaging in green investments. A national green taxonomy to streamline
the classification of green financing, thereby reducing information costs and facili-
tating access to green finance is currently in preparation to address this gap.

* A need for further policy and financial de-risking measures to create a favour-
able environment for private sector investments, including the establishment of a
green credit guarantee programme and the utilisation of green blended financing
structures (CBJ, 2023).

* Inthe case of SMEs, a lack of strong management systems and high levels of in-
formality may also as a constraint in accessing green financing (World Bank Group,
2022).

* Lack of mature bankable project proposals that can attract climate and private
sector finance. While there are initiatives to support capacity development and pro-
vide technical assistance, there is still a mismatch between the amount of financing
available and the pipeline of projects that can attract this finance. (Interview 20)
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Five pillars of the
Central Bank of
Jordan’s
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facilitating green
finance mobilisation.
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* Some sectors, such as the water sector, are not financially attractive to the
private sector (Interview 20). To overcome this barrier, innovative financing mech-
anisms and incentives must be developed to enhance the financial viability. These
could include public-private partnerships and risk-sharing arrangements that make
investments more appealing to private entities while ensuring the provision of
essential services. One example here is Jordan’s National Water Carrier Project, a
major infrastructure initiative. Financed via a public-private partnership, the USD 4
billion project has leveraged financing from across government, development part-
ners and the private sector to address the country's severe water scarcity.

To address these barriers, the CBJ has identified five key pillars to facilitate green fi-
nance mobilisation. For example, the process currently underway to develop a national
green taxonomy to streamline the classification of green financing as an important step
towards addressing some of these challenges, by reducing information costs and facil-
itating access to green finance (Interview 9).
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Main lessons learned for the design of NDC invest-
ment plans

Jordan’s experiences in mobilising finance in support of the actions outlined in its NDC
highlight several key lessons:

1.

Investment need identification and prioritisation: Investment needs have been
identified through successive strategies and plans, with the consultation process-
es for the sectoral GG-NAPS and the consultative process involving sector-specific
working groups for the NDC Action Plan playing a key role. The NDC Action Plan out-
lined prioritised investments in sectors like energy, water, and health. A cost-ben-
efit analysis of 35 priority actions assessed potential mitigation, adaptation, and
co-benefits, using indicators to ensure alignment with national priorities.

Coordinated investment planning and capacity building: Jordan has continu-
ously clarified and strengthened its institutional climate governance arrangements.
NDC planning and implementation, led by the Ministry of Environment and the
NCCC, takes a coordinated approach to mainstream national goals across sectors
and on important nexus issues (NDCP, 2021). Processes have also included capacity
building to promote inclusion and engagement of key stakeholders - for example of
local government actors and the private sector.

Political support and alignment with national policies: Strong government sup-
port integrates climate action into national agendas like the Economic Modernisa-
tion Vision, ensuring climate policies align with broader development goals. This
alignment maximises impact and coherence, embedding climate efforts in core na-
tional strategies.

Essential role of central bank in leveraging private sector finance: The CBJ's
Green Finance Strategy is playing a key role in addressing information gaps, levelling
the playing field for green finance, and de-risking investments in support of NDC
goals.
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Chile

Climate policy background

Chile is committed to global climate efforts as a signatory of the PA. In 2020, it submit-
ted arevised NDC and enacted a Framework Law on Climate Change in 2022. Chile aims
for an unconditional GHG emissions target of 95 MtCO2e by 2030, excluding land use,
land-use change and forestry, and a 45% net emission reduction from 2016 to 2030. The
country also has a legally binding goal to achieve net zero emissions by 2050.

Chile has introduced several climate policies to transition to a low emissions economy.
The Framework Law on Climate Change (21455/2022) sets a legally binding 2050 GHG
neutrality target and involves 17 national ministries, regional governments, and the
private sector in climate action. The Energy Efficiency Law aims to reduce energy con-
sumption in power, transport, buildings, and industry, and mandates the coal phase
out. The Electromobility Strategy targets full electrification of urban public transport
by 2050 and bans new combustion engine cars by 2035. The country also has sectoral
strategies like the 2024 Decarbonisation Plan of Ministry of Energy, Electromobility
Roadmap, and Green Hydrogen Action Plan 2023-2030. New laws, such as the Law on
Energy Storage and Electromobility and the Energy Transition Law, are underway.

InJune 2019, Chile announced its plan to phase out coal by 2040 and achieve GHG neu-
trality by 2050. The country has made significant progress, exceeding expectations by
retiring 11 power plants with around 1.2 GW capacity by July 2024. The Ministry of Ener-
gy's Decarbonisation Plan aims to retire or retrofit 70% of coal plants by 2025. However,
some plants lack firm retirement commitments and could operate until 2040. An accel-
erated phase-out could align Chile with the 1.5°C global pathway. The Just Transition
Strategy focuses on creating jobs and investments in affected communities, ensuring a
participatory process. Although discussions about a 2030 phase-out were mentioned
in 2022, they have since stalled. Chile is advised to be cautious with gas retrofitting, as
new fossil fuel investments could hinder efforts to limit global warming to 1.5°C (Cli-
mate Action Tracker, 2024).

In 2014, Chile introduced a tax reform bill that included three green taxes, which were
implemented in 2017. The first tax targets CO2 emissions from stationary sources with
boilers and turbines exceeding a total of 50 MW (even though the price level remains
low). The second tax applies to local pollutants from the same sources, specifically tar-
geting PM, SO2, and NOx emissions. The third tax is levied on the initial sale of new cars,
based on their anticipated NOx emissions over their lifetime (Partnership on Transpar-
ency in the Paris Agreement & NDC Support Cluster, 2019).

The country also pioneered green bonds in Latin America in 2019, reinforcing its com-
mitment to sustainability (see below for more detail).
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Status of climate finance

Chile has made significant efforts in developing strategic frameworks and institutions
to align public finance with the challenges posed by climate change, including the estab-
lishment of comprehensive documents and institutional structures aimed at directing
financial flows towards sustainable practices. The country has recognised and promot-
ed the importance of aligning financial flows with climate challenges internationally,
e.g. it co-chaired the Coalition of Financial Ministers for Climate Action when it has
issued the Helsinki Principles (Coalition of Finance Ministers for Climate Action, n.d.).
However, there are limitations in tracking public climate expenditures, and there is a
lack of comprehensive analysis regarding climate-related investments and spending
within the private sector (Ministerio de Hacienda, 2024).

According to the Ministry of Finance's, the country faces annual financial needs amount-
ing to 0.7% of its GDP, equivalent to approximately USD 2,147 million. Currently, public
investment accounts for roughly 16% of this requirement, highlighting a substantial
gap that necessitates increased private sector funding (Ministerio de Hacienda, 2024).

Status sustainable financial instruments

Green bonds have gained in popularity globally, especially following the 2015 PA. In
2019, Chile became the first country in the Americas to issue these bonds, and by 2020,
itwas the largestissuerin Latin America and the third largestamong emerging markets.
Chile’s success with green bonds has not only improved its financial standing but also
set a precedent for other Latin American countries, encouraging them to explore simi-
lar sustainable financing options. As of November 2022, approximately 31% of Chile’s
government debt was in Environmental, Social, and Governance (ESG) instruments
(currently nearing 40 %, Ministerio de Hacienda, 2025) (Madeira & Pérez, 2023).

The issuance of green bonds has also broadened Chile’s investor base. In 2021, five Chil-
ean corporations issued labelled bonds totalling USD 3.8 billion, reflecting the growing
trend towards sustainable finance in the region. Chile's pioneering efforts have set a
benchmark for other Latin American countries, with Colombia, Mexico, and Uruguay
following suit by issuing ESG-related bonds (Madeira & Pérez, 2023). The success of the
green bonds can be contributed to the successful developments of renewable ener-
gies. A limitation is, however, that mostly large companies can profit from green bonds,
while the small and medium-sized companies, an important pillar of Chilean economy,
are not equipped to do so (Interview 21).

In December 2020, Chile introduced its Sustainable Bond Framework, enabling the
issuance of social and sustainable bonds. A Sustainability-Linked Bonds (SLBs) coupon
payment is directly linked to a given outcome. If the targets are not met, the bonds pay
an additional coupon (Madeira & Pérez, 2023). This framework laid the groundwork for
the country’s pioneering SLBs, which were first issued in March 2022. Chile became
the first sovereign nation globally to issue SLBs, aligning economic incentives with am-
bitious sustainability targets. These bonds are designed to link the bond'’s financial
characteristics to the issuer’s achievement of pre-defined sustainability performance
targets. The SLB Framework includes commitments such as a GHG emissions budget
not exceeding 1,100 MtCO2eq between 2020 and 2030, peaking by 2025, and achieving
a GHG level of 95 MtCO2eq by 2030. Additionally, it aims for a 25% reduction in black
carbon emissions by 2030 compared to 2016 levels. It also aims at least 60% of energy
produced by renewable sources by 2032 (up from 27% in 2021). In 2023, Chile incor-
porated social and gender equality targets, reinforcing its leadership in the ESG space
(Ministerio de Hacienda, n.d.)
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Result-based finance has also been piloted in Chile's climate efforts. In 2019, IDB In-
vest and Engie Energia Chile agreed on an instrument to promote coal phaseout. By
2021, IDB Invest provided USD 74 million in long-term financing to Engie, using market
interest rates, to retire coal plants. This agreement compensates Engie by monetising
emissions displaced through early plant closure, enabling the development of a 150
MW wind farm. The interest rate was linked to emissions reduced by replacing coal
with renewables, accelerating plant closure by 18 months. Despite its innovation, the
additional impact and use of public finance might be debated, as the installations would
have been retired in any case (Kachi et al., 2024).

However, there is a significant lack of finance. While mechanisms such as green bonds
and auctions are in place, they represent only a small fraction of the funding required to
address the challenges effectively. Investments in many new technologies, e.g. in green
cement, still have no business case in face of the competition pressures and regulatory
uncertainty. The risk would still largely be with the private sector, lacking a risk-sharing
mechanism, and international climate finance is not sufficient here. Bridging this gap
will require a concerted effort from all stakeholders. Sectoral assessments would be
important to identify to understand the specific barriers to the necessary investments
and suitable instruments to help tackle them. Key industries such as energy, transport,
and cement could be among those capable of driving change. Collaboration with the
private sector as the primary drivers of investment and the development banks who
provide the funding needed would be crucial (Interview 21).

Relevant policies and initiatives

Finance Strategy on Climate Change

Chile's Finance Strategy on Climate Change (EFCC) aims to align financial tools and poli-
cies to support climate change mitigation and adaptation, promoting GHG-neutral and
climate-resilient development. This strategy aligns with Chile's commitments under the
PA but it does not have a strict NDC focus. Initially developed in 2019, the EFCC has
evolved in response to updated national climate commitments and the Climate Change
Framework Law (LMCC) of 2022.

The Ministry of Finance follows eight steps in the strategy update:

1. assessing international experience,

2. identification of national climate change commitments and targets,

3. assessing the cost of these commitments and targets,

4. identification of climate change expenditure and investments,

5. estimation of gaps for the achievement of commitments,

6. proposing measures to align financial flows,

7. participatory process and validation,

8. publication of the Climate Change Finance Strategy.
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It responds to its general objective and five specific objectives under four strategic axes:
* management of climate risks and opportunities,

* conducive conditions for climate finance,

* Chile's international positioning in climate cooperation, and

* development of financial and economic instruments for climate action.

These axes are complemented by two cross-cutting ones: (a) generation and dissemi-
nation of information for climate finance, and (b) capacity building in climate finance.

The strategic axes give rise to 14 lines of action that, through 65 measures, promote
collaboration between the public and private sectors, aligning national efforts with in-
ternational commitments in areas such as climate risk management, the integration of
natural capital in decision-making, the promotion of projects with a climate focus, and
the strengthening of the carbon market, among others. This does not include specific
measures with respective costs to achieve the NDC, which is why the strategy cannot
be considered an NDC investment plan (but can offer a good platform to create such
a plan). At the same time, Chile traditionally relies on setting up market instruments
to engage private actors in infrastructure investment (e.g. auctioning, public-private
partnerships) (Interview 21). The EFCC also emphasises data-driven decision-making
and collaboration between public and private sectors. Future updates will incorporate
biodiversity, circular economy, and socioecological transition commitments, aligning
with Chile’s Long-Term Climate Strategy (ECLP) and updated NDC by 2025.

There is a disconnect between what the public sector is planning and what the pri-
vate sector and various industries are implementing. There is room for improvement,
both through top-down policies and bottom-up incentives. At present, companies drive
decarbonisation if there is a compelling business case or strong corporate culture or
shareholder obligations. The challenge is also that policies often cater to large, interna-
tional companies while neglecting smaller players across the broader industry, more
balanced and inclusive decarbonisation instruments (Interview 21).

Draft Taxonomy of Environmentally Sustainable Economic
Activities

The Ministry of Finance presented the Draft Taxonomy of Environmentally Sustain-
able Economic Activities, or T-MAS, 10 January 2025 (open for public consultation
since 31 December 2024). The policy aims to identify and standardise criteria for deter-
mining when economic activities are environmentally sustainable. It offers guidance to
both public and private sector stakeholders to direct investments and facilitate the flow
of financial resources into sustainable projects. The Minister underlined that the goal is
to develop a taxonomy that is globally interoperable and not exclusive, despite country
specifics. For instance, nuclear energy is significant in some countries, but not in Chile,
but the mining sector is of great importance (Ministerio de Hacienda, 2025).

The Taxonomy Roadmap for Chile has been created already in 2021, outlining the
steps towards a full taxonomy for the country. The report was prepared by Climate
Bonds Initiative, in association with the Ministry of Finance of Chile, the IDB and the
Green Finance Public-Private Roundtable (La Mesa), with the support of Germany’s IKI.
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Tracking methodology for public climate spending and
investment

The need to compile information on public sector climate expenditure is highlighted in
the NDC (2020), the draft LMCC, the National Climate Change Action Plan 2017-2022,
and Article 16 of the Budget Law 2021. In partnership with the UNDP and UNEP, Chile
has developed methods to track climate expenditure. For the Ministry of Environment,
a methodological proposal was developed to identify climate expenditure at the mi-
cro-data level, from the Integrated Project Bank (BIP) of the National Investment Sys-
tem (SNI) and government goods and services expenditure data from the Public Mar-
ket managed by ChileCompra. The first report on public climate investment has been
presented to the Congress in 2023 (around USD 263 million were spent on investment
projects with a climate component in 2022, representing 13,7 % of investment spend-
ing) (Direccion de presupuestos, 2023). UNDP has further supported Chile in tracking
government spending on climate, which remains a challenging exercise, including in-
stitutional coordination needs (Cérdova & Toledo, 2024). As stated in the draft finance
strategy, private sector spending and investment is virtually not tracked.

Green Finance Public-Private Roundtable

The Ministry of Finance, the Financial Market Commission, the Superintendence of Pen-
sions, and the Central Bank of Chile have pledged to promote effective management
of climate change risks and opportunities to ensure financial system stability and de-
velopment. These entities are collaborating in the Public-Private Roundtable on Green
Finance. They have signed a ‘Green Agreement,’ a public-private commitment by finan-
cial sector participants, establishing principles for managing climate-related risks and
opportunities. The roundtable, that also includes the Ministry of Environment, aims to
establish a long-term agenda for dialogue and collaboration. It supports the national
financial sector in integrating climate change-related opportunities and risks into busi-
ness strategies and decision-making. Among others, the roundtable had requested the
report to create a roadmap for a green finance taxonomy in Chile.

Team Europe Renewable Hydrogen Funding Platform for Chile

The Team Europe Renewable Hydrogen Funding Platform for Chile is a collaborative
initiative by the EU, its member states, and key financial institutions such as the EIB
and the German KfW Development Bank, and part of the Global Gateway. The platform
aims to support Chile’s transition to a renewable hydrogen economy by facilitating in-
vestments and fostering local supply chains. With a budget of EUR 216.5 million, the
initiative seeks to boost renewable hydrogen projects in Chile. The initiative is designed
to enhance Chile's potential as a leader in green hydrogen, contributing to its national
hydrogen strategy and enabling the export of renewable hydrogen to Europe. It empha-
sises the importance of a just energy transition, ensuring that the shift to renewable
energy benefits all stakeholders.

The Team Europe Initiative in Chile operates through two main branches: financial co-
operation and technical assistance. The technical assistance is implemented by GIZ,
while the financial cooperation is managed by KfW and the EIB (Interview 21).

The technical assistance includes Financial Service Assistance which tries to bring to-
gether development companies across the hydrogen value chain and investors, includ-
ing commercial banks, international investors or other sources such as pension funds.
The initiative assists with business models and plans, due diligence, and organises tech-
nical discussions in order to for this new market to be understood by banks and regu-
lators, leading to creating financial instruments that can help it take off (Bnamericas,
2024).
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In the international finance landscape, green hydrogen is not always viewed as a viable
solution for decarbonisation but rather a research and innovation track, due to the higher
risks associated with this emerging technology. It must compete with alternatives—both
fossil fuel-based and non-fossil fuel-based—that are already established, benefit from
economies of scale, and have the necessary infrastructure in place. This makes closing
the commercial viability gap for green hydrogen particularly challenging. To bridge this
gap, it's essential to reduce subsidies and incentives for competing solutions while simul-
taneously creating tailored financial mechanisms that provide the right type of funding
for green hydrogen projects: debt finance are likely insufficient given the scale of the
projects and the uncertainty, rather patient equity and first-loss capital are needed, and
in turn require building capacity of development banks (Interview 21).

While initiatives like the Green Hydrogen Facility are a step forward, the current finan-
cial landscape is not adequately suited to support the unique needs of green hydrogen
projects. To unlock their potential, there must be a shift toward patient equity, first-loss
capital, and innovative financial mechanisms that can accommodate the long timelines
and high risks associated with this emerging sector (Interview 21).

Main barriers for climate finance mobilisation to
meet NDC goals

Absence of a reliable policy framework for a sufficient project pipeline: Despite
advanced climate and sustainable finance instruments, private sector still struggles
with investment costs and regulatory uncertainty which inhibits taking decarbonisa-
tion projects to scale. Effectively unlocking climate finance remains intimately linked
to overall conducive economic and regulatory conditions for the respective sectors (In-
terview 10). Specifically, access to green finance continues to be challenging for SMEs
(Interview 21).

Insufficient policy and finance instruments to account for lacking market
incentives: Generally, there is a certain disconnect between the actions of the private
sector and the public policies and strategies green finance (Interview 10, 21). Chile tra-
ditionally relies on the private sector for its infrastructure and applied this approach to
renewable energy development (e.g. auctioning for renewables). To take forward green
hydrogen and decarbonise hard-to-abate sectors, this approach however shows its
limits, as market incentives are not sufficient (i.e. conventional technologies are much
cheaper, international competition, no investment certainty or mandatory standards
for new technologies) and public instruments to bridge the gap are underdeveloped. A
robust risk sharing mechanism for emerging technologies is lacking. Under these con-
ditions, even international climate finance can fail to create sufficient transformation
incentives (Interview 21).

Inconsistent assessment of investment needs and inadequate tracking of
climate finance: The progress made on public finance tracking has not yet led to a
completely consistent and whole-of-government approach to gathering data on climate
investment. For the private sector, aggregated investment data is not available.

Finance gap in place and especially a lack of private sector investments: There
not yet sufficient instruments to finance new technologies (e.g. carbon contracts for
difference) such as green hydrogen at scale (Interview 10). Technologies like hydrogen
still impose significant risks on the companies that the available types of finance are
not able to mitigate, while providing first-loss capital e.g. at the necessary scale also
represents a challenge (Interview 21).
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Main lessons learned for the desigh of NDC
investment plans

Chile's experience in mobilising finance in support of the actions outlined in its NDC
highlight several key lessons:

1.

Efforts to promote climate-compatible infrastructure and successful
positioning on evolving international markets are essential to develop green
finance flows: Chile is an OECD country with relatively constrained public budget
and high international climate economy potential. It has maintained a commitment
and interest in green and climate finance since the early years of the PA, being ac-
tive internationally and nationally in this field. Chile can show significant progress
in promoting climate-compatible economies. It has not only advanced its renew-
able energy sector quite substantially over the past decade but also became an
important player for future markets such as green hydrogen, further engaging in
international decarbonisation initiatives, notably as co-chair of the Climate Club.
This, in combination with advanced green finance frameworks (SLB methodologies,
green taxonomy, climate finance strategy), offers significant potential for financing
the NDC progress, as the project pipeline and financial instruments come together.

Climate finance instruments need to be tailored to the sectoral conditions to
respond to the specific barriers: Overall, Chile provides good examples of chan-
nelling finance towards climate measures with an existing business case for private
actors (mostly, renewable energy generation) while not yet succeeding to design
instruments for sufficient public support for areas where the business case is to be
created - which seems to be in line with Chile’s traditional approach to infrastruc-
ture finance that relies heavily on private sector engagement.

Disadvantageous economic conditions for climate-aligned infrastructure
cannot be fully amended by climate finance: Chile faces similar challenges as
many other countries on this path, including insufficient action to advance climate
measures, lack of regulatory certainty (e.g. prolonging project development pe-
riods) and effective tax incentives for the private sector, high cost of capital and
insufficient de-risking finance tools, lack of technology transfer, and climate-com-
patible financial market remaining relatively small in comparison to conventional
financial flows (Interview 10, 21).

Green finance instruments can vary and NDC investment plans should be em-
bedded in the existing policy landscape: Chile had a climate finance strategy
early on, in 2019, and it is currently being revised, introducing more precise data
on investment needs and a more specific action plan. The strategies first version
and subsequent updates have been considering the respective NDC updates (2015,
2020) as well as the long-term decarbonisation strategy. The current update can
serve as a step towards an NDC investment plan or roadmap, and onceiitis in force,
it's effectiveness can be assessed. However, it goes beyond the NDC and establish-
es a broader framework for climate finance, while not providing a list of specific
infrastructure measures with accompanying cost. At the same time, there are sev-
eral other relevant policies that advance NDC finance as they advance sustainable
finance, including ESG-oriented finance instruments, the draft green taxonomy.
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Germany

The EU and its member states submit a collective NDC, meaning that Germany does
not have its own NDC. Nonetheless, Germany can serve as an example of how finance
can be mobilised based on comprehensive long-term planning in certain sectors, the
introduction of carbon pricing, inclusive stakeholder engagement and the creation of
additional sub-sector specific incentives. In sum, broad public-private engagement
across these different measures has contributed to a de-risking of climate friendly
investments. The German approach is particularly relevant for the NDC investments
framework of other countries due to the comprehensive and innovative nature of its
interventions. These include the implementation of the EU emission trading system,
the pioneering introduction of a feed-in-tariff for renewable energy, the creation of a
coal commission to pave the way for a broad societal consensus on phasing out coal,
and measures to build an enabling environment to achieve sectoral climate mitigation
targets, including carbon contracts for difference. These examples can inform the de-
velopment of NDC investment plans to mobilise financing from the private sector, even
if the direct transfer of experiences from the German economy to other countries is not
possible.

General country background on climate policy

The EU has been a major driver of German climate policy, with EU strategies and poli-
cies guiding and supporting the energy transition processes in member states in a vari-
ety of ways (Oberthur et al., 2021). In 2008, the EU adopted a landmark policy package
that set ambitious targets for GHG reduction, renewable energy expansion and energy
efficiency improvements for 2020. Member states work together to implement their
international climate commitment through a joint NDC and in 2027 the long-running
EU Emissions Trading System (EU ETS) for power and industry emissions will be com-
plemented by the EU ETS 2 - also covering heating and road transport. In 2019, the
European Commission launched the European Green Deal, committing to reducing its
GHG emissions by 55% by 2030 and to achieving climate neutrality (i.e., net zero GHG
emissions) by 2050. The EU has a series of financial and regulatory instruments aimed
at ensuring a sustainable and socially equitable transformation of its economy, partic-
ularly as it seeks to meet ambitious climate goals and adapt to technological changes
(Tanzler et al., 2024).

As part of EU effort sharing decisions, and additional policies and measures, the Ger-
man government is contributing to the EU climate and energy target through its own
ambitious target setting. In its Climate Action Programme 2030 and Climate Change Act
(Klimaschutzgesetz), Germany made a binding commitment to reduce its GHG emissions
by 65% by 2030 (compared to 1990 levels), making Germany's efforts a key pillar in the
successful implementation of the EU’s NDC. The target is likely to be achieved, as 2024
GHG projections showed emissions had been reduced by almost 64% (Umweltbundes-
amt, 2025). This has primarily been achieved through the Germany’s energy transition -
known as the Energiewende - via a range of policy tools combining both command and
control and market-oriented policy instruments to expand renewable energy sources.

For example, the Climate and Transformation Fund (KTF) has acted as a trailblazer for a
comprehensive investment approach, even if its impact remains ambivalent, as had still
not been embedded in the overall budget in late 2024. The KTF is primarily financed via
European and national carbon pricing revenues. These revenues are intended to offer
compensation to private households and companies to ensure a socially just climate
transition, although in 2024 around two-thirds of the fund was earmarked for fund-
ing programmes and investments (lllenseer & Schenk, 2024). In addition, the German
government provides funding programmes for companies through the NDB KfW and is
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also issuing green federal bonds. According to an impact report published by the Ger-
man government in November 2024, German Federal securities issued in 2022 totalled
EUR14.5 billion - around EUR 16.8 billion in eligible green expenditures from budget year
2021 were allocated to the proceeds from these securities. The volume of Green German
Federal securities issued increased further in 2024 to about EUR 17.5 billion (up from EUR
17.25 billion in 2023) (Federal Ministry of Finance, 2024).

National climate policy and finance milestones

In recent decades, German climate policy has been defined by the ambition to com-
bine environmental integrity and economic growth. Two developments have served as
major milestones in derisking investments in climate friendly technologies. As the EU
showed leadership in establishing a comprehensive emissions trading system, Germa-
ny created in its feed-tariff an incentive that unlocked tremendous volumes of private
finance for the energy transition. A further milestone in the energy transition was the
establishment of a coal commission, which engaged a broad spectrum of stakeholders,
including the private sector, to facilitate broad societal agreement on coal phase out.
Despite recent challenges and disputes regarding the overall direction and speed of
Germany's energy transition, including economic pressures and political instability, this
process of building a social contract has served as a springboard for continued private
sector engagement and contributions. Further, the development of carbon contracts
for difference is a key innovation in incentivising the compliance of private sector in-
vestments with climate targets and shows the expanding climate policy mix for secur-
ing the commitment of key industries.

Introduction and evolution of feed-in tariffs

German climate policy has been based on a comprehensive planning approach since its
inception, before the PA and introduction of NDCs. The development of feed-in tariffs
for renewable energy from the early 2000’s was pivotal in generating the financial re-
sources for the climate compatible transformation of the country. The resulting expan-
sion of renewable energies coupled with ambitious policies to decarbonise the industry
and heating sectors created opportunities to align business ambition and incentives
with national climate policy goals.

Afeed-in tariff aims to increase the share of renewable energy in the electricity mix. Key
features include priority access to the power grid for renewables and energy produc-
ers receiving a fixed price per kilowatt hour produced for a certain period to ensure a
return on investment. Tariffs can cover different types of renewables and be differen-
tiated by source/plant size and year of installation. When they were first implemented
in Germany, consumers covered the costs through a charge on their retail electricity
price. To manage the pace of renewable energy expansion, governments can decrease
the extent of the tariffs based on the overall market developments.

In Germany, the production of electricity from renewable sources increased from 6.2%
to 23.7% from 2000 to 2012. A 2012 study showing the interim consequences of this
approach for climate finance and private sector mobilisation calculated that at least
EUR 37 billion or 1.5% of GDP was invested in 2010 to support the German transition to
a low-carbon economy (CPI, 2012). This included full capital costs for renewable energy
and incremental costs for all other investments. Although the private sector provided
more than 95% of this finance, half was based on the provision of concessionary loans
from public banks, demonstrating the crucial role the public sector played in supporting
private investment. The lion's share of private finance came from corporate investors
(EUR 22 billion), led by corporations in the energy sector. However, private households
also invested a significant EUR 14 billion (CPI, 2012).
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Over the years, the feed-in tariff was amended multiple times to adjust the tariffs and
respond to changing market conditions, such as the decreasing cost of solar panels.
From 2014, there was a transition from the tariff system towards auctions for large-
scale projects to foster competition and reduce costs. In 2023, the Energy Financing
Law (EnFG) came into force, replacing the previous regulations on the ‘special equali-
sation scheme’in the Renewable Energy Sources Act (EEG). The EnFG serves to finance
the expenses - especially for energy-intensive companies - incurred by grid operators
under the Renewable Energy Sources Act and the Combined Heat and Power Act, as
well as in connection with the offshore grid connection. These later changes notwith-
standing, the feed-in tariffs laid the foundation for Germany’s robust renewable energy
infrastructure, contributing significantly to its energy transition goals.

The Coal Commission as a consensus building process

Assignificant pillar in Germany's climate and energy transition was the establishment of
the Commission on Growth, Structural Change and Employment in 2018 - also known
as the Coal Commission. Convened under an official mandate by the then Federal Min-
istry for Economy and Energy, the Commission assessed the impacts of the planned
coal phase-out on the country’s energy transition, as well as its social and economic
consequences (Tanzler et al., 2024).

The members of the commission represented a broad spectrum of relevant stakehold-
ers, including energy sector representatives, scientific experts, unions, environmental
groups, citizens initiatives, industry partners and German state institutions. In particu-
lar, the buy in of influential private sector stakeholders was key to ensuring a broad and
lasting consensus. The commission formulated recommendations that addressed sup-
port for retraining or early retirement of workers within the coal industry, the role of
different actors in reaching socially acceptable collective agreements, and compensa-
tion mechanisms to shield consumers from the costs of the transition, while advocating
more generally for a socially balanced distribution of advantages and burdens in ener-
gy transition. The recommendations were not legally binding, and a further step is still
needed to translate them into law and political action at the federal and state levels.

A major point of discussion within the commission was the creation of a dedicated fund,
financed primarily via the federal budget, to ensure the economic viability of the coal
phase out. To strengthen economic growth and structural change in the affected re-
gions, alternative industries are being encouraged and assisted through investments
to create economic opportunities. Implementing the commission’s recommendations
was estimated to cost an additional EUR 69 to 93 billion to the federal budget by 2038,
1.0 to 1.4% of the annual federal budget at that time (Litz et al., 2019). This estimate is
comprised of roughly EUR 40 billion for regional policy, up to EUR 32 billion for power
price compensation, up to EUR 10 billion for utility compensations, EUR 7 billion for
labour market policies, and EUR 3-4 billion for CO2 certificates.

Although the energy transition in Germany is more contested in 2025 - mainly due to
rising energy prices and the repercussions of the Russian war of aggression in Ukraine
on the country's energy security - the work of the Coal Commission can still be con-
sidered as crucial for achieving Germany'’s climate targets and ensuring private sector
engagement.
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Carbon contracts for difference

The de-risking of investments has been most challenging for industries with hard to
abate emissions and high international competition. To enable investments in these
areas, new financial incentive structures have been enacted to complement the policy
mix. In 2024, the German government launched a first call for tenders for climate pro-
tection contracts - also known as carbon contracts for difference (CCfDs). This funding
programme is intended to general billion of euros to support the conversion of German
industry to climate-friendly production facilities.

The rationale of CCfDs is that protection against regulatory risks through a contract
can enable the financing of climate-neutral production processes and reduce financing
costs for the company and ultimately for society (Richstein & Neuhoff, 2022). At the
same time, the requirement for a transformative investment project creates strong in-
centives to switch to climate-neutral production. CCfDs guarantee investors a fixed car-
bon price over a certain contract duration. This supports the de-risking of such invest-
ments from political and market uncertainty - by allowing governments to set carbon
prices above current levels. In practical terms, the CCfD is concluded between the state
and the investing company. The contract price results from a competitive auction. If the
CO2 certificate price is below the contract price during production, the state subsidies
the project. However, if the CO2 price rises above the contract price, the company is
obliged to pay the difference to the state.

According to the German Institute of Economic Research (DIW) (Richstein & Neuhoff,
2022), carbon mitigation costs in the steel sector could be reduced by up to 27% - com-
pared to no policy. The instrument has yet to prove itself in reality. However, the in-
tended mode of operation illustrates the necessary political flexibility, especially for a
country like Germany where industrial production is of great importance.

Main barriers for climate finance mobilisation in
Germany

German economic growth has been slow to non-existentin the early 2020s. This is both
due the impacts of the conflict in Ukraine and structural reasons, such as the weak
growth in the country’s automotive and construction sectors. This has resulted in re-
luctance among private sector and commercial actors to invest in clean technologies.
This trend intensified when public financing for climate action was constrained follow-
ing the federal constitutional court’s 2024 judgement that the KTF was not in line with
a constitutional law setting limits on government debt, also known as the “debt brake”.
Opinion polls conducted around the time of 2025 federal elections also indicated that
ambitious climate policies and investments were less of a priority for voters than in
previous elections.

In this context, the main barriers for climate finance can be summarised as follows:
* Alack of investment in clean technologies due to unfavourable economic condi-
tions - with potential solutions including further tax incentives and the successful

implementation of CCfD (see above).

* From a macro-economic perspective, the debt brake rule can be perceived as a
barrier hindering investments into sustainable transition processes.

* Inselected sectors, such as the building sector, there is a lack of clarity of overar-
ching rules that also need to consider principles of a socially just transition.
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Main lessons learned for the desigh of NDC
investment plans

As of early 2025, Germany is on track to meet its national climate mitigation targets
for 2030 (Umweltbundesamt, 2025). In 2024, net public electricity generation from re-
newable energy sources reached a record share of 62.7% (Fraunhofer ISE, 2025). The
German policy landscape is well developed, comprised of multiple, interconnected lay-
ers of climate, energy and industrial policy. As such, this case study highlighted four
key milestones to illustrate how the sustainable financing of climate action has been
enabled - in the absence of an agile culture of risk capital investments:

1.

De-risking of investments into climate technologies: The dynamic evolution of
feed-in tariffs in Germany - together with the overall development of the ETS at EU
level - has enabled the diversification of energy sources and creation of an enabling
environment for private investments. Although subject to multiple adjustments
over time, feed-in tariffs have proven to be a core element of Germany's climate
policy approach.

. Stakeholder engagement for a robust socio-economic consensus as the basis

for planning: Germany'’s climate policies have been driven by a broad societal con-
sensus for ambitious climate action. Though the political landscape and discourse
in 2025 is challenging - putting this consensus at risk - the example of the Coal
Commission illustrates how important broad stakeholder engagement processes
are to ensuring the sound planning of the energy transition, especially with regard
to ensuring the social equity of the transition and getting major stakeholders, also
from the private sector, on board.

. Enabling policy learning through flexible policy design: The examples of the

continuous adjustments in renewable energy procurement and the introduction of
CCfDs illustrate how important it is to ensure that the policy landscape remains dy-
namic and flexible. Although public financing to cover the risks associated with, for
example, carbon markets are more affordable for a country like Germany and need
to be adjusted for lower-income countries, the German approach remains relevant
for the NDC investments framework of other countries due to the comprehensive
nature of its interventions.
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Table 3

The planning phase —
summary of key insights
from the country case
studies.

Conclusions and
recommendations

Summary of key insights from the country case studies

The analysis in the previous chapters reveals distinct phases and important building blocks
for designing effective NDC investment plans. The case studies confirmed the importance
of these different elements and provided valuable real-world examples for how they have
been applied so far.

NDC investment plan design can be considered to have three distinct phases - planning,
implementation and learning - that together create an enabling environment to achieve
investment readiness.

Planning refers to the preparation and design phase for the NDC investment plan. Build-
ing blocks contributing to the success of this phase include tailoring the approach to each
country’s characteristics, promoting country ownership and buy-in, following a structured
approach for investment needs analysis anchored in a country’s NDC targets, and improv-
ing institutional capacity with relevant capacity building activities. Table 3 summarises
key insights from the different country case studies on how the elements of the planning
phase are being considered.

Building blocks Insights from the country case studies

Tailor to The case study countries take diverse approaches to investment
the unique planning and mobilising climate investments, each focusing on
characteristics of  distinctive elements and following unique processes - for exam-
each country ple, with regard to selecting specific sectors or engaging different

actors. Additionally, the names and terminology used for these
investment planning documents varies considerably across coun-
tries.

This diversity reflects how countries adapt NDC investment plan-
ning to suit their specific needs.

Promote country In Georgia, the NDC investment plan has yet to be formally adopt-

ownership and ed and communicated. This can hinder implementation and effec-

buy-in tiveness, potentially leading to missed opportunities for stakehold-
er engagement and collaboration as well as to effort duplication.

Rwanda demonstrated strong country ownership and engage-
ment in NDC investment planning, with the Ministry of Finance
and Economic Planning assuming a leading role in the process.
The latter ensured climate considerations were mainstreamed into
overall development planning.

Jordan also provides an example of strong political support and
country ownership. The process to design its NDC Action Plan fol-
lowed a coordinated government approach and received support
from the highest levels of government.
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Table 3

The planning phase —
summary of key insights
from the country case
studies.

Building blocks

Insights from the country case studies

Follow a In Georgia the NDC Financing Strategy and Investment Plan in-
structured cludes an assessment of financial needs and the finance gaps for
approach to each priority action. Funding sources are identified and present-
identify ed as part of a comprehensive strategy to bridge financial gaps
investment with an implementation roadmap.
requwem.ents Rwanda'’s Climate and Nature Finance Strategy effectively sum-
and funding . , .
sources to meet marises Rwanda’s context, targets, aims, efforts, actors, and
NDC goals policies to obtain financing for its NDC targets. Investment needs
& for different actions and projects were identified and prioritised
within the NDC Implementation Framework.
In Jordan the NDC Action Plan identifies investment needs and
uses a robust approach to prioritise projects based on social and
economic criteria (gender, sustainable development).
Anchorina Rwanda, Georgia and Jordan offer good examples of successive
country’s NDC processes to anchor climate finance strategies in NDC targets.
targets
Improve In Georgia various stakeholders received training on a newly de-
institutional veloped budget tagging methodology as a part of designing the
capacities and NDC Financing Strategy and Investment Plan.
under'take - In Rwanda the process to develop the country’s green taxono-
capacity building . o ) .
. my also focused on capacity building to increase private sector
targeting ,
awareness of the taxonomy’s role.
relevant

stakeholders

In Jordan capacity building activities promoted inclusion and
engagement of key stakeholders. Local governments and munic-
ipalities received technical support to create local Sustainable
Energy and Climate Action Plans.

The implementation phase aims to ensure that the goals and measures set out in
the NDC investment plan are actionable and achievable. The building blocks in this
phase enhance the viability of an NDC investment plan and include aligning the NDC
investment plan with other national development plans for sound implementation and
introducing appropriate policies and financial instruments to attract private sector in-
vestment. Another key building block is stakeholder engagement and in particular en-
gaging actors who make the investment decisions (Ministry of Finance, private sector)
as co-developers. Table 4 summarises the insights the case studies provide with regard
to the implementation phase.
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Table 4

The implementation phase
— summary of key insights
from the country case
studies.

Building blocks

Insights from the country case studies

Align with
national
development
plans

In Rwanda, the planning for NDC investments took a holistic
approach, incorporating climate objectives into the nation’s
development strategies. The Ministry of Finance and Economic
Planning was pivotal in facilitating this integration.

Jordan has made substantial efforts to integrate climate action
into its overarching national development strategies. Support
from the government has been instrumental, with strategic
alignment and harmonisation enhancing the efficacy of climate
policies.

Engage relevant
actors
(e.g. Ministry of
Finance, private
sector)

In Georgia many key stakeholders were involved in the design pro-
cess for the Climate Change Strategy and Action Plan and the NDC

Financing Strategy and Investment Plan. Some challenges were ex-
perienced in engaging the private sector and Ministry of Finance.

In Rwanda the planning process involved the Ministry of Finance
and Economic Planning, which has a dedicated Climate Finance
Department within the ministry.

In Jordan local governments and municipalities were successfully
engaged in the design of the NDC Action Plan. This delivered cru-
cial insights for ongoing collaboration with sector groups to pin-
point investment requirements.

In Chile the Public-Private Roundtable on Green Finance enabled
effective dialogue and collaboration between the public and pri-
vate financial sectors. The Just Transition Strategy was accompa-
nied by an inclusive and participatory process dedicated to foster-
ing employment and investment in communities impacted by the
phase out of coal.

In Germany the Commission on Growth, Structural Change and
Employment, also known as the Coal Commission, took an inclu-
sive approach and engaged a broad spectrum of relevant stake-
holders to facilitate a comprehensive societal agreement and find
socially acceptable solutions on transitioning away from coal.

Introduce

appropriate
policies and
instruments

In Rwanda, the Rwanda Green Fund and the Rwanda Develop-
ment Bank developed a green investment platform, Ireme Invest,
to showcase how blending instruments can effectively mobilise
private sector capital. The instruments featured included recov-
erable grants, concessional finance, incubators, loans, guaran-
tees, and leasing options.

Chile has effectively deployed a range of financial instruments
to finance environmental initiatives, including green taxes, re-
sults-based finance, the issuance of green bonds, and the estab-
lishment of a sustainable bonds framework.

Germany has successfully mobilised finance from private sourc-
es by implementing policies such as the EU ETS and feed-in
tariffs. Sub-sector specific incentives, including contracts for
difference, have further enhanced the effectiveness of these ini-
tiatives, particularly in industries facing hard-to-abate emissions
and intense global competition.
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Table 5

The learning phase —
summary of key insights
from the country case
studies.

Finally, the learning phase aims to ensure that the NDC investment plan design pro-
cess generates knowledge that can inform future NDC investment planning and other
related processes, also in other settings. Key building blocks include collecting and us-
ing learnings on impact, conducting robust MRV, and putting in place a dynamic and
iterative process that mutually informs future NDC target setting and NDC investment
plan updates. Table 5 summarises key insights from the country case studies with re-
gard to the learning phase.

Building blocks Insights from the country case studies

Collect and use Evidence on the overall impact of NDC investment plans is cur-
learnings on rently lacking, due to a limited follow-up on the actions taken
impact after NDC investment plan completion.

Enhancing data access and transparency can improve this evalu-
ation process.

Conduct MRV In Georgia the NDC Financing Strategy and Investment Plan pro-
and promote poses a robust MRV system to evaluate and update the document
transparency on a continuous basis. Georgia's National Bank is in the process of

creating a sustainable finance taxonomy. Additionally, the Ministry
of Finance, with assistance from the World Bank, is introducing cli-
mate tagging to the state budget.

In Rwanda, monitoring and evaluation mechanisms are a funda-
mental component of the country’s climate policy framework. MRV
mechanisms have been integrated into the Climate and Nature
Finance Strategy to track progress and ensure accountability, and
the Rwanda Green Taxonomy, by defining and standardising green
investments, has established criteria and methodologies to eval-
uate sector alignment with environmental goals, including climate
change mitigation and adaptation.

Jordan is in the process of developing a national green taxonomy
to standardise the definition and classification of green financing.
This initiative seeks to lower information costs and enhance access
to green finance, effectively addressing existing gaps in the finan-
cial sector.

In Chile, the Ministry of Finance unveiled the Draft Taxonomy of
Environmentally Sustainable Economic Activities in 2025, a policy
to establish and standardise criteria for environmentally sus-
tainable economic activities. The taxonomy aims to be globally
interoperable and inclusive, while also accommodating specific
national details. Moreover, in collaboration with UNDP and UNEP,
Chile has devised methods to monitor climate-related spending.

Ensure adynamic Thereis a lack of adequate follow-up on actions taken after the
iterative process  completion of NDC investment plans and it is early in the update
process to assess this element.

The case studies reveal that both countries with and without formal NDC investment
plans have made substantial progress in strengthening NDC investment readiness,
providing valuable lessons on effective actions for finance mobilisation.
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Rwanda faces additional challenges compared to more developed countries like Ger-
many and Chile. These include low awareness of climate policy goals among financial
actors, institutional hurdles such as high interest rates and collateral requirements,
and high vulnerability to climate change impacts, all of which complicate efforts to at-
tract private sector finance. Despite these obstacles, Rwanda has successfully imple-
mented numerous initiatives that provide valuable insights for other countries aiming
to establish NDC investment plans.

Rwanda’s achievements in securing funding through its NDC implementation frame-
work highlights the critical role such strategies can play in mobilising finance. Rwan-
da refers to its NDC investment plan as the Climate and Nature Finance Strategy to
broaden its scope. A notable innovation in Rwanda’s planning process was involving the
Ministry of Finance, which has a dedicated climate finance department. Additionally,
the development of a green taxonomy highlights Rwanda’'s commitment to enhancing
transparency and data accessibility, with an emphasis on capacity building to increase
private sector awareness of the taxonomy’s role.

Rwanda’s approach to investment planning also demonstrates the importance of in-
tegrated planning, national ownership, and collaboration. The Ireme Invest facility ex-
emplifies how governments can effectively use blending instruments to attract private
sector capital.

Jordan’s strategic climate policy documents highlight key elements that create a favour-
able environment for private sector investment in climate action. The successful de-
velopment of these documents has been underpinned by inclusive consultations with
government stakeholders and development partners, among others. Furthermore, the
design of its NDC Action Plan followed a robust approach to prioritise projects based
on social and economic criteria (gender, sustainable development) and was subject to
strong political support and country ownership. Jordan has also taken significant steps
to integrate climate action into its national development strategies.

Despite facing some key barriers in attracting climate finance, Georgia has shown a
strong commitment to climate policy through various strategies and initiatives. The
country’'s NDC investment planning process underscores the importance of establish-
ing a cohesive national climate policy to mobilise financial resources and align them
with the country’s development policy cycle, and of avoiding duplication of efforts in
future NDC investment planning going forward. Moreover, for an NDC investment plan
to be effective it would have to be regularly updated and communicated, with pilot
projects serving as complementary actions.

Although Germany does not have its own NDC, its experience provides valuable in-
sights for NDC investment planning processes with regard to engaging the private
sector and creating an enabling environment for mobilising finance. Its use of certain
policies (implementation of the EU ETS, feed-in tariffs) and additional sub-sector spe-
cificincentives (contracts for difference) serve as examples of strong public and private
sector collaboration to reduce the risks associated with climate-friendly investments,
with the implementation of the EU ETS and feed-in tariffs proving particularly success-
ful in mobilising finance from private sources. Germany has also engaged in inclusive,
cross-societal stakeholder engagement processes - a prime example being its coal
commission, which facilitated broad agreement on the transition away from coal and
included meaningful private sector engagement.

Chile has been a leading pioneer of climate policies and mobilising climate finance,
particularly from the private sector. It has successfully implemented a variety of fi-
nancial instruments, including green taxes, spearheaded the issuance of green bonds,
developed a sustainable bonds framework, and has been at the forefront of piloting
results-based finance. Its efforts to create a green taxonomy and to monitor climate-re-
lated spending have proven crucial steps towards enhancing transparency and serve
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as valuable models for other countries struggling with data access challenges in de-
veloping effective investment plans. Furthermore, Chile’s Public-Private Roundtable on
Green Finance provides a model for effective dialogue and collaboration between the
public and private financial sectors, and integrated climate change-related opportuni-
ties and risks into business strategies and decision-making. A significant achievement
and tangible outcome of this forum was to set out a roadmap for developing a green
finance taxonomy for Chile. Moreover, the Team Europe Renewable Hydrogen Funding
Platform for Chile - a collaborative initiative by the EU, its member states, and key fi-
nancial institutions - is a prime example of international collaboration and policies that
extend beyond the borders of Germany and the EU.

While Chile has not yet developed a formal NDC investment plan, it made significant
strides in 2019 when it established its Finance Strategy on Climate Change. Mirroring
many elements typically found in an NDC investment plan, it also involved a partici-
patory process and validation. The strategy takes NDC updates into account but also
extends further to focus on a longer-term decarbonisation strategy, highlighting the
array of strategies and documents with overlapping components that can serve similar
functions to NDC investment planning.

Overall observations

NDC investment plans are one of several tools available to countries to mobilise pub-
lic and private finance for NDC implementation. While not the sole requirement for
successfully attracting NDC-related finance, NDC investment plans play a key role in
building an enabling environment. The country case study analysis demonstrated that
the building blocks identified for an effective NDC investment plan are being acknowl-
edged and incorporated into NDC investment plans and related strategies in different
countries, albeit to varying degrees. This confirms their importance and applicability,
while also highlighting areas that require more attention.

Overall, there remains a lack of follow-up on actions taken after the completion of NDC
investment plans and the case studies did not provide as many insights on incorpo-
rating the building blocks associated with the learning phase - i.e. collecting and using
learnings on impact and ensuring a dynamic iterative process. While countries with
NDC investment plans acknowledge the significance of MRV, in the countries studied in
this report MRV implementation remains in the inception phase, even if several actions
to enhance access to data and transparency are being putin place.

Data constraints are still an issue, particularly in the cases of Georgia, Chile and Jordan,
and overcoming these will be crucial to ensure future progress. Relevant measures in
this regard include the implementation of budget tagging and green taxonomies and
are already underway in many countries. However, it is essential to ensure these efforts
are also effectively implemented. Further standardisation at the international level can
also play a valuable role. Going forward it is important to prioritise capacity-building
initiatives focusing on private sector engagement and to improve skills with regard to
data quality and reporting, as well as other elements of NDC investment design.

The insights from the case study countries, as well as these overall observations, pro-
vide the basis for the recommendations in the next section.
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9.2

Recommendations for the design and implementation
of NDC investment plans based on the best practices
and case studies

The following recommendations to promote NDC investment readiness target three key
audiences: decision makers at the national and international level, and private sector
stakeholders. Countries engaged in NDC implementation but also international partners
can further increase their focus on strengthening country engagements by mobilising
private finance.

1.

Integrate investment planning and finance mobilisation: Ensure that NDC invest-
ment plans are not stand-alone documents but are integrated with other finance
mobilisation strategies. Co-developing plans with financiers and engaging all relevant
ministries, particularly the Ministry of Finance, can enhance the plan’s effectiveness
and implementation. The planning process also needs to consider private sector rep-
resentatives from those sectors crucial for NDC implementation to ensure that inves-
tor perspectives are taken into account throughout the process. Financially viable proj-
ects should ideally be presented to the private sector, while public projects should be
presented to development partnersin a coordinated manner. Generally, NDCs need to
be aligned more explicitly with national development planning frameworks and long-
term climate strategies. This helps to ensure that climate action becomes a core ele-
ment of national development strategies and takes a long-term perspective. This can
be achieved by linking climate action with poverty reduction, economic development,
and infrastructure planning. In addition, involving local government stakeholders at
an early stage in the process is important to ensure effective implementation later on.

The distinct phases and building blocks for a successful NDC investment plan
should be identified early on in the design process. Defining clear, measurable indi-
cators of success and integrating them throughout the project cycle will increase the
likelihood of achieving desired outcomes - especially when the interests of investors
and other private sector actors are reflected from the beginning.

Enable long-term public-private cooperation: Investment plans can help to secure
the buy-in of stakeholders in the private sector. Learning from examples of best prac-
tice in other countries, such as Germany'’s use of feed-in tariffs or Chile’s implemen-
tation of green bonds and green taxonomies, can form the cornerstone of such pro-
cesses. There may also be prospects for regional cross-border cooperation on sharing
best practices in green investments and even pooling resources. These approaches
can inform investment planning and the development of policies and financial instru-
ments to attract climate finance. Involving private sector representatives throughout
this process helps identify priorities, specific needs, and investment readiness gaps at
an early stage. This can form the basis for targeted support from government and/or
international partners, as appropriate, even if there may be limits to this in countries
that are less advanced in engaging with the private sector and attract low volumes of
foreign direct investment.

Ensure private sector engagement early on: Public-private cooperation can foster
meaningful private sector participation in the design of the NDC investment plan right
from the initial stages via formats such as roundtables and forums. These should
involve financial institutions such as banks or insurance companies to improve the
understanding of risks and opportunities of climate-relevant investments, contrib-
uting to the de-risking of relevant investments in low carbon and climate-resilient
processes. These engagements should focus on aligning business strategies with cli-
mate goals and identifying opportunities for private sector investment. Ideally, the
engagement serves to further strengthen the business cases action in the medium
and long-term.
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4. Address institutional and economic barriers: The NDC investment plan should pri-
oritise improving enabling conditions for investments through dedicated structures
that create incentives and support de-risking. However, an initial focus should also
be identifying and mitigating institutional barriers, such as high interest rates and
collateral requirements, which hinder private sector investment. Policies that reduce
these barriers and promote financial inclusivity should be designed and implement-
ed. This was illustrated in the case of Georgia where, despite the remaining challeng-
es, anumber of economic reforms (e.g. deregulation, tax reforms) created an enabling
environment for private investments. In addition, debt-related constraints can be ad-
dressed by integrating debt-for-climate swaps or debt restructuring mechanisms into
NDC investment plans. Green budgeting and other institutional measures can help
to channel national public funding and international financial support into the NDC
investment plan.

5. Improve transparency and access to climate finance data: Building institutional
capacities to improve transparency and data accessibility is a key concern in inter-
national climate negotiations. Securing buy-in from private sector partners can be
increased by ensuring closer cooperation vis-a-vis international obligations in this
regard. This includes developing green taxonomies and MRV systems to effectively
track and report climate finance. As the example of Rwanda indicates, establishing a
taxonomy creates the basis for an improved understanding of the different ways in
which climate change is affecting business activities. Increasing the climate literacy of
private sector stakeholders can serve to strengthen ongoing engagement and further
public-private cooperation.

6. Ensure regular updates and communication of NDC investment plans: Regularly
updating NDC investment plans to reflect new climate targets and commitments, as
well as lessons learned, is key to investment readiness. Lessons learned should be
based on the ongoing monitoring of implementation progress and any adjustments
needed (e.g. due to unforeseen challenges). This serves to establish an iterative pro-
cess where updates are communicated effectively to stakeholders to maintain trans-
parency and engagement. Showcasing positive examples of NDC investment in these
updates can also serve to increase private sector and development partners trust in
the country’s commitment to achieving its climate goals.

7. Implement parallel measures for an enabling environment to promote
investment readiness: While having a strategy is essential, further steps are re-
quired to secure the levels of investment readiness necessary to secure sufficient
climate finance flows. These complementary measures should aim to demonstrate
a commitment to climate action by the public and the private sector. Initiatives such
as pilot projects can play a crucial role in capturing the interest of the private sector,
offering promising opportunities for future expansion.

8. Invest in capacity building to increase financial literacy: Prioritise capacity-build-
ing and ensure initiatives engaging the private sector are also a key focus. These
activities should increase financial literacy and understanding of climate finance in-
struments - also including training for public and private sector actors on mobilising
and managing climate finance and designing and implementing targeted investment
projects. By engaging with international partners like the NDC Partnership, countries
can also gain better access to technical and financial assistance for developing NDC
investment plans.
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9. Make sound investment planning a key feature of the current NDC updates: The
next NDC updates to be submitted by end of 2025 offer a window of opportunity to
develop accompanying NDC investment plans. These NDCs 3.0 need to collectively
achieve a significant step towards global decarbonisation and thus be developed with
an economy-wide perspective - covering of all GHG emission sources. Here again,
close cooperation between public and private sector stakeholders is crucial to ensure
that ambitious targets are also implementable - which requires sufficient financial
resources and efficient use of international climate finance.
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Table 6

Affiliations of interviewed
experts. Interviews were
assigned a random number
for citing purposes.
Numbering does not follow
the order in the table.

Annex

Affiliation

Sector

Banking Association of Georgia

Banking industry association

NDC Partnership (Georgia mission)

International partnership

Gauss International

International consultancy

GIZ (Georgia mission)

German development agency

Georgia Environmental Outlook

National consultancy

Undisclosed

Regional development bank

National Bank of Georgia

Financial institution

UNDP (Georgia mission)

UN agency

World Bank

International financial institution

GIZ Rwanda

German development agency

NDC Partnership Rwanda/Ministry of

Environment

International partnership

Ministry of Finance and Economic
Planning

Ministry

Rwanda Finance LTD

Investment promotion company

Rwanda Green Fund

Climate fund

NDC Partnership

International partnership

Undisclosed Think tank

Undisclosed Regional development bank
GIZ Jordan German development agency
GIZ Chile German development agency
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