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T
he goal of this project is to explore and 
 understand the potential for “Green 
 Investment Banks” and National Climate 
 Change Funds (NCCFs) to increase the 
 capacity of African countries to access and 
 mobilize climate finance in support of implementing 
 NDCs and related national climate and development 
 goals. This initiative includes a high-level assessment 
 of current market conditions, identification of potential 
 climate investment-related market barriers and 
 constraints, an indicative view of market opportunities 
 in key climate sectors, and broad recommendations on 
 the potential for how Green Banks and National Climate 
 Change Funds can be applied to mobilize climate finance 
 and scale-up private climate-related investment. The 
 potential for attracting new sources of catalytic funds into 
 African countries including, but not limited to resources 
 from the Green Climate Fund is also addressed.

Green Banks and National Climate Change Funds can play 
 an important role in mobilizing finance to support low-car-
 bon, climate-resilient development by raising and blending 
 capital to finance local climate infrastructure while also driv-
 ing an increase in private investment. For countries to better 
 access investment and fully engage the private sector, 
 the climate finance system must reorient toward national 
 financial capacity that is able to channel capital to projects 
 and markets where it is needed most. When paired with 
 effective grant programs through National Climate Change 
 Funds (NCCF), and strong enabling environments and pol-
 icies, locally-based Green Banks are powerful tools to ad-
 dress market needs, understand local risk and drive private 
 investment. By creating and capitalizing such vehicles from 
 a mix of domestic and international sources, countries can 
 mobilize funds from diaspora, development finance institu-
 tions, national financial institutions, private investors, asset 
 managers, sovereign wealth funds, and more. 


In response to climate investment needs, there are many 
 innovative climate-finance initiatives emerging across Africa 
 that are focused on attracting private sector climate-resil-
 ient investments. These initiatives reduce risk and incen-
 tivize private sector investments in mitigation projects by 
 promoting improved policies, enabling environments, and 
 market-based interventions. However, bringing invest-
 ment to scale through mobilizing international and national 
 climate resources remains a significant challenge. Few 
 countries have an effective climate-finance strategy in place 
 to support implementation of NDCs in both mitigation and 
 adaptation. Barriers to accessing increased investment 
 flows include adequate policy and regulatory frameworks, 
 knowledge of and access to the full range of climate funds 
 and finance, limited green lending capacity at commercial 
 banks, high risk perception, high cost of capital, high trans-
 actions costs, local financiers preferences for large-ticket 
 projects or government treasuries, constraints on sovereign 
 debt, lack of market-specific financial products that can 
 address risk and unlock the flow of private investment, 
 investment-grade strategies focused on expanding energy 
 access to off-grid rural areas and more. 


Project Partners & Acknowledgements


This project is sponsored by the African Development 
 Bank (AfDB) in partnership with the Climate Investment 
 Funds (CIF), who have joined together to explore the 
 potential for National Climate Change Funds and Green 
 Banks to scale up climate finance in Africa. The AfDB 
 commissioned the Coalition for Green Capital (CGC), an 
 NGO focused on formation and implementation of the 
 Green Bank model.


Project Methodology & Approach


The methodology and approach used for this study 
 are designed to a) raise awareness about National 
 Climate Change Funds (NCCF) and Green Banks (GB) 
 and b) explore initial market conditions and high-level 
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(5)recommendations towards Green Bank and NCCF forma-
 tion in the six study countries, located in Africa.


The six countries selected to participate in this study 
 include the following, as based on application of project 
 selection criteria and approval for country participation from 
 national representatives:


x


x GHANA
 x


x ZAMBIA
 x


x UGANDA
 x


x TUNISIA
 x


x MOZAMBIQUE
 x


x BENIN  



Green Banks & National   Climate Change Funds


Structured as either new institutions or adaptations of 
 existing institutions, Green Banks are designed to address 
 market gaps and strengthen national ownership of climate 
 finance. Green Banks move problem-solving and agency 
 to the national level, empowering developing countries 
 to better access international financial resources while 


attracting private capital to green projects from foreign 
 and domestic sources. As catalytic facilities, they are 
 designed to “crowd in” and increase private investment 
 in low-carbon and climate-resilient projects. Green Banks 
 typically use a blended finance approach, with capitaliza-
 tion coming from a variety of public and private sources, 
 including bilateral donors, climate funds and national 
 treasuries. 


In developing economies, Green Banks can be most ef-
 fective when paired with national Green Funds to provide 
 integrated access to an effective combination of grants 
 and finance, suited to local market conditions. This ap-
 proach is being developed in Rwanda through an integra-
 tion of their existing Green Fund with a new Green Bank, 
 and was also demonstrated by the addition of a Climate 
 Finance Facility on the Green Bank model in South Africa 
 to complement their existing Green Fund. 


Green Banks have proven successful at driving clean 
 energy investment and there are an increasing number of 
 Green Banks and similar entities in development around 
 the world. Collectively these institutions have financed 
 billions of dollars of low-carbon projects with innovative 
 financing structures, leveraging multiple private dollars per 


Climate Banks 
 perform many 
 function to enhance 
 private investment 
 in climate projects:


•  Capital mobilizer


•  Capital provider


•  Lead arranger


•   Innovator


• Capacity-builder


•  Feedback on 
 enabling 
 environment



Green Bank or Climate Bank


A green finance institution with a:


• Dedicated mission: “crowd-in” private investment to address climate change


• Geographic focus: is nationally based to catalyze investment in local markets


• Capital base in-line with climate mission: a mix of public and private capital 


• Blended finance tools: Market-specific finance projects



Private Investment


• Co-finance at project level


• Risk reduction through Green Bank financial products


• Increased market participation



Climate Projects


Green Banks are country-driven, nationally-based catalytic finance facilities  
designed to mobilize private investment



(6)public dollar of financing. To date, the founding members 
 of the Green Bank Network1 have leveraged $24 billion in 
 public capital to finance more than $70 billion in clean en-
 ergy projects. This investment has flowed into a range of 


1  Green Bank Members: UK Green Investment Bank, Clean Energy Finance Corporation of Australia, Green Technology Financing Scheme of Malaysia, Green Finance 
 Organization of Japan, Connecticut Green Bank, New York Green Bank


2  Green Bank Network – Annual Member Impact Metrics


clean energy technologies including solar, offshore wind, 
 and building efficiency, which have resulted in 25 million 
 tonnes of avoided CO2 emissions annually. 


Green Bank Impact2



Country Recommendations


This report provides a detailed overview of the market 
 context and potential for a Green Bank and/or National 
 Climate Change Fund to support climate investment and 
 national climate goals for each of the six study countries. 


Broad recommendations for each country are provided 
 below followed by summary conclusions and recommen-
 dations for the study as a whole.


Zambia


Despite significant financial challenges in Zambia, in-
 cluding recent default on sovereign debt, there is strong 
 interest in a Green Bank and/or NCCF to support both 
 the Climate Smart Agriculture and energy sectors in 
 Zambia. Given the large need for green investment in 
 Zambia for both development and climate objectives, and 


the progress made via existing initiatives, there is a good 
  potential for a Green Bank and/or NCCF if structured 
 properly with the existing institutional players. 


The most promising focus within the agriculture sector 
 lies in broader dissemination and longer-term adoption 
 of Climate Smart Agriculture (CSA), specifically efficient 
 irrigation systems. With funding from the international de-
 velopment community or climate funds, patient capital can 
 be directed to encourage greater participation by lever-
 aging various tools such as the provision of direct loans, 
 credit enhancements in the form of guarantees, funding 
 for technical assistance and capacity building programs, 
 or wholesale funding to local intermediaries. 


Green financing initiatives will have the greatest impact in 
the energy sector if used to address project preparation, 



(7)capacity building, reduction of project financing costs, and 
 risk mitigation for the variety of system risks experienced 
 by commercial lenders or private developers. 


The energy and agriculture sectors in Zambia are in need 
 of external support, and a mix of green finance and grant 
 funding are important parts of the solution. The country 
 is going through a volatile period and additive program 
 support needs to be timed and assessed carefully. For 
 the past 3–5 years, development of renewable energy 
 initiatives have been constrained due to off-taker risk for 
 large power generation initiatives, making it important to 
 address financial sustainability in parallel with efforts to 
 drive green initiatives.


In-country partners such as DBZ, IDC, REA and possibly 
 ERB have been identified as potential host institutions 
 for a Green Bank/NCCF, based on a detailed institutional 
 capacity assessment. In addition, the Zambia Off-Grid 
 Task Force would be a relevant partner focused on a 
 holistic view of the off-grid sector, including both public 
 and private stakeholders. Each of these organizations are 
 developing different but complementary project pipelines 
 that tackle the issues surrounding rural electrification and 
 economic growth, including growing and strengthening 
 the agriculture sector. Climate smart agriculture is an early 
 stage of development in Zambia, therefore grant funding 
 or green financing should be focused on scaling up CSA 
 practices and implementing larger demonstration projects 
 to build track record and scale in the sector. In addition, 
 Zambia is in the process of considering a climate change 
 fund in the context of emerging climate legislation which 
 creates an opportunity to coordinate across initiatives.    


Ghana


There is significant opportunity in Ghana for a Green 
 Bank or NCCF, particularly to target and support renew-
 able energy integration across the energy and industrial 
 sectors. Furthermore, with the impact of climate variability 
 on agriculture – one of Ghana’s most important sectors – 
 a Green Bank or NCCF could provide critical support to 
 developing a more climate resilient sector. 


Despite the fact that Ghana is in a unique position rela-
 tive to its continental peers with excess power capacity, 
 the country is exposed to climate variability affecting the 
 capacity of hydropower plants, and anticipated increases 


3 https://link.springer.com/article/10.1007/s10708-019-10132-z?shared-article-renderer


in electricity demand imply that the current ‘excess power 
 capacity’ will be short-lived. Given the anticipated impacts 
 of climate change on Ghana’s energy sector and the 
 macroeconomy more broadly, the government has a near-
 term opportunity to be proactive in a transition to a clean 
 energy economy. The integration of renewable energy 
 to stabilize the supply of electricity will also support the 
 government’s vision of building a larger domestic manu-
 facturing sector. 


There are numerous challenges that contribute to the slow 
 uptake of renewable energy development in Ghana. Some 
 of the issues in the sector include high cost of financing, 
 lack of access to longer-term finance alternatives, lack of 
 or insufficient incentives such as tax rebates, grid connec-
 tion constraints and lack of grid capacity, volatility of the 
 local currency, technical knowledge limitations to operate 
 and maintain renewable energy technologies.3


Potential market interventions to consider for Ghana’s 
 energy sector (in the context of a deeper market analy-
 sis and concept development) include: targeted financial 
 products to reduce risk, concessional capital and extend-
 ed tenor, changes in co-financing requirements, technical 
 assistance, and a Project Preparation Facility.


The agriculture sector is also a priority for green invest-
 ment as one of Ghana’s larger GDP drivers, a key employ-
 er in the country, and a critical source of foreign exchange 
 generated from exports. However, agriculture and land 
 use change generate a sizeable portion of the country’s 
 GHG emissions and the sector is extremely vulnerable to 
 climate change. Although the country’s government has 
 tried to support farmers with access to credit, and inputs 
 and outputs, a large resource gap still exists. Access to 
 financing and to appropriate financial products represents 
 the biggest challenge including: Financing needs are too 
 small for conventional lenders or commercial banks, risk 
 profile of agricultural borrowers, particularly farmers, are 
 considered too risky, agriculture as a sector is perceived 
 to generate low returns or as unprofitable, high interest 
 rates, and time lapse between CSA adoption and realiza-
 tion of benefit is seen as long and risky by farmers. 


Potential host or partner institutions for a Green Bank or 
NCCF program are explored in the report, and include 
players such as the Ghana Infrastructure Investment 
Fund (created in 2014) and the potential new National 



(8)Development Bank, which has been under discussion by 
 the government starting in 2020. Regardless of the insti-
 tutional form, a new climate finance initiative will require 
 significant new technical capacity skills and lending capital 
 to have maximum impact. The new National Development 
 Bank presents the opportunity to create an institution that 
 is fit-for-purpose and aligned to both the economic and 
 climate needs of the country from the outset. 


Benin


Based on a high-level view of market dynamics, existing 
 policy and regulatory initiatives, and the suite of poten-
 tial interventions identified, the energy sector in Benin is 
 considered a strong candidate for support from a Green 
 Bank and a National Climate Change Fund program.  In 
 terms of the energy sector, the country’s dependence on 
 neighboring nations for imported oil results in the energy 
 supply being expensive and potentially unreliable. In addi-
 tion, the weak electricity infrastructure results in relatively 
 high losses across transmission and distribution systems.  


Integrating a greater proportion of renewables into the 
 energy mix could result in large energy cost reductions 
 over the medium to long term, would contribute to greater 
 energy independence, and would allow Benin to prepare 
 for anticipated energy demand spikes while ensuring 
 progress towards achieving climate targets. A Green 
 Bank/NCCF initiative would be well positioned to address 
 energy sector challenges ranging from inadequate funding 
 to lack of technical expertise and capacity. 


Benin’s agriculture sector also surfaces as having sig-
 nificant potential for leveraged investment.  With the 
 government’s focus on building a climate resilient agri-
 cultural sector, two specific areas have been identified in 
 the National Adaptation Programme of Action (NAPA) as 
 priorities: (i) the promotion and integration of renewable 
 energy, and (ii) the adoption of improved irrigation, includ-
 ing efficient irrigation systems. Furthermore, through the 
 country’s strategic agriculture development plan (PSDSA), 
 CSA practices have already been identified as a key 
 intervention by government – providing further scope for a 
 green finance facility or NCCF to complement existing na-
 tional targets and goals. Through the various development 
 plans that the government of Benin has adopted to help 
 transition the agricultural sector to a more climate resilient 
 state, the greatest current gap is the lack of financing al-
 ternatives and technical knowledge. Several development 


4  Phillipe Trape AfDB Economist interview, Sept 4, 2020
 5  Hela Cheikhrouhou interview, October 19, 2020


partner-funded programs have helped to conduct prelimi-
 nary studies on suitable solutions but fall short of identify-
 ing appropriate financing mechanisms. 


The government has established a number of policies, 
 frameworks, and rolled out incentives to provide for an im-
 proved enabling environment in key climate sectors. Some 
 of the constraints that a Green Bank and NCCF could 
 assist to alleviate include:


x


x Injection of concessional capital to reduce the cost of 
 funding for local banks;


x


x Provision of technical assistance and capacity building 
 for off-grid renewable energy projects, and CSA 
 practices;


x


x Establish a project preparation facility to support early 
 stage projects and small local developers to scale to a 
 size that is commercially bankable; and


x


x Long tenor financing that could be on-lent through 
 either a new financing entity or an existing organization.


Several existing institutions in Benin work on channeling 
 green finance toward projects, which could be explored 
 for potential role as a host or partner for a Green bank 
 or NCCF program. These include the National Fund for 
 Environment and Climate (FNEC), the rural electrification 
 agency (ABERME), or leading commercial banks like 
 Ecobank or Coris Bank. 


Tunisia


Despite the obstacles presented by the structure of the 
fossil-fuel based domestic electricity market, Tunisia has 
significant potential for renewable energy deployment 
across the country, especially from wind and solar re-
sources. While renewables currently do not play a signifi-
cant role in Tunisia’s electricity mix, their importance could 
grow in the coming years, especially if renewable energy 
projects are developed with the purpose of creating more 
jobs to tackle the country’s unemployment challenge.4, 
5 With a relatively high urbanization rate, Tunisia’s green 
cities sector is also a potential priority for the capacity of 
a Green Bank or NCCF to help catalyze investment and 
support sustainable growth. Both sectors have gained 
some traction in recent years as development partners 
and  multilateral development banks have provided finan-
cial and non-financial support, and involved a variety of 
different stakeholders.



(9)With Tunisia’s fiscal constraints, identifying sources of 
 co-financing from the government to seed any new 
 Green Bank initiative will likely be challenging. As seen 
 in other countries, one option for raising capital is for the 
 government to issue bonds to raise the needed funding. 


However, in light of the country’s recent sovereign credit 
 rating downgrade and growing debt levels and budget 
 deficits, access to financing with amenable terms is po-
 tentially not a strong option in the near term . Alternative 
 structures will need to be explored to cope with this spe-
 cific circumstance. 


The Tunisian government has made efforts in recent years 
 to provide clarity and guidance on development priori-
 ties and related targets. There are various opportunities 
 across the country’s energy sector and its green cities 
 agenda for a Green Bank and a NCCF to accelerate the 
 rate of sustainable development. Interventions focusing 
 on project preparation, tailored products including bridge 
 financing, concessional financing, and guarantee mecha-
 nisms in the energy sector have been identified as having 
 the strongest potential. In terms of the green cities plan, a 
 NCCF and Green Bank are likely to be most impactful in 
 terms of supporting municipalities with the technical as-
 sistance and capacity building support required to reform 
 policies and improve strategic planning. On the financing 
 side, concessional loans or grants will likely be the most 
 effective intervention given the limited resources of most 
 municipalities and limited borrowing capacity. 


In terms of potential host or partner institutions, sever-
 al options are identified, including the Energy Transition 
 Fund (FTE), which currently is a grant focused institu-
 tion but could be expanded to offer financing, as  well 
 as a new initiative for a Renewable Energy Fund (REF) 
 that could include funds from the Caisse des Dépôts et 
 Consignations (CDC), the national utility (STEG) and the 
 African Development Bank.


Uganda


Uganda is currently exploring the creation of a cli-
 mate-dedicated National Financing Vehicle (NFV) as an 
 innovative mechanism to mobilize both national and inter-
 national climate finance resources directed to high impact 
 climate action. The creation of an NFV is aligned with the 
 Government of Uganda’s national planning objectives and 
 green growth development goals as current investment 
 trajectories are not on track to meet these goals, par-
 ticularly from the private sector. The low carbon-sector 


currently faces a substantial investment gap, with related 
 implications for economic growth. 


A Uganda climate-focused NFV will require a flexible 
 structure that can attract both domestic and international 
 climate finance. Additionally, it would require a special re-
 lationship with the Government of Uganda designed to in-
 crease private sector investments in the local low-carbon 
 market.  An integrated approach (with both grants and 
 finance) is required to unlock investment in green projects 
 in Uganda. Grants will continue to be required to support 
 project preparation and some market subsidization, and 
 finance is essential to bring markets to scale and mobilize 
 private investment.


Following these insights, and based upon a “deci-
 sion-tree” type options analysis conducted for the UNDP 
 and Government of Uganda, the National Development 
 Bank (UDBL) has been identified as the most viable option 
 to host a Uganda climate-focused NFV. This path would 
 leverage a strong existing national institution and is based 
 on a balance of strategic concerns and consideration of 
 local context. Based on these findings, the Government 
 of Uganda is working with UNDP to commission a feasi-
 bility study, to design and structure the proposed NFV to 
 mobilize climate green financing to through a partnership 
 with a local financial institution. Strengthening the institu-
 tional capacity of the Uganda National Development Bank 
 to mobilize climate finance resources and offer afford-
 able and appropriate financing solutions to green proj-
 ects could help the country recover from the COVID-19 
 economic crisis and build opportunities for green growth. 


Additionally, Uganda would benefit from a climate-dedicat-
 ed NFV to achieve national climate ambitions and related 
 targets as established in Uganda’s Vision 2040, National 
 Development Plan (NDPIII) and Nationally Determined 
 Contributions (NDC). It is also important to note that, 
 despite these opportunities, Uganda faces a number of 
 challenges related to mobilizing domestic and internation-
 al financing for infrastructure and actually implementing 
 these projects.


Mozambique


Both a Green Bank and a National Climate Change Fund 
could prove useful for Mozambique. With current market 
dynamics, a catalytic green finance facility seems most 
appropriate for the clean energy sector to address the 
financing challenges for both off-grid solutions and grid 
connected projects. Off-grid areas will still need additional 



(10)support to improve the operating and enabling environ-
 ment, but given the progress made to date, the need for 
 a green finance facility to accelerate such progress in the 
 near term is clear.


Grant funding through a NCCF is applicable to both 
 the energy and agriculture sectors. Within energy, grant 
 funding will be helpful for the poorest regions or districts 
 across the country where the tariff gap to develop com-
 mercially viable projects is largest. For the agriculture 
 sector (with a specific focus on the adoption of CSA prac-
 tices), grant funding should be the primary tool used to 
 develop the sector from the ground up. The few programs 
 that have been implemented to date provide a good base 
 from which to launch complementary initiatives, but the 
 amounts of grant funding that have been directed to this 
 area to date remain relatively small in scale. 


In summary, Mozambique is still in relatively early stages of 
 growth in the clean energy, electrification and  agriculture 
 sectors. As such, the focus should be on incubating new 
 models and addressing risks that are common to early 
 stage projects in the near term, vs launching a full-fledged 
 green bank program. Some of the key constraints that 
 can be addressed through the establishment of a catalytic 
 green finance facility and/or NCCF include:


x


x Injection of concessional capital to reduce the cost of 
 funding for local banks;


x


x Provision of technical assistance and capacity building 
 for renewable energy projects (grid connected and 
 off-grid), and to develop more technical knowledge of 
 sustainable farming practices including the adoption 
 of CSA; 


x


x Support for risk mitigation mechanisms, such as 
 guarantee structures, aggregation structures for 
 smaller projects, and/or micro-loan products that can 
 stimulate private sector participation; and to


x


x Establish a project preparation facility to support early 
 stage projects and small local developers to scale to a 
 size that is commercially bankable.


Mozambique currently has several development part-
 ner-funded programs focused on climate and clean 
 energy, and there is significant potential to partner with 
 and scale the levels of investment in these sectors with 
 local partners. In this context, several institutions ex-
 ist that could serve as potential host or partners of any 
 green bank or NCCF program, including the National 
 Sustainable Development Fund (FNDS) and the National 
 Energy Fund (FUNAE). Mozambique also faces key 


challenges related to mobilizing domestic and internation-
 al financing for infrastructure and related capacity con-
 straints as required to effectively implement such projects.



Summary Conclusions and  Recommendations


The high level scoping and market view provided through 
 this project indicate that a combination of Green Banks 
 adjacent to National Climate Change Funds have strong 
 potential to help scale private investment in support of 
 national climate and sustainable development goals in the 
 six study countries. A combination of green grant pro-
 grams alongside catalytic climate finance facilities focused 
 on the low-carbon and sustainable development sectors 
 has potential to support expanded private sector partici-
 pation and more effectively mobilize support from global 
 development partner institutions.


Two sectors stand out as consistent priorities across 
 the study countries including renewable energy and 
 climate smart agriculture. Green cities infrastructure 
 is another potential priority sector, particularly in Tunisia. 


An in-depth market analysis to determine the scale and 
 nature of investment needs across these sectors and to 
 identify project pipelines would be the next step towards 
 fleshing out the nature of market barriers and specific 
 market interventions, financial products, and related grant 
 supports that are needed in each to unlock private invest-
 ment and leverage climate investment.


Based on this initial assessment of country needs, objec-
 tives and institutional capacities, it appears that near-term 
 Green Bank and NCCF exploration would be appropri-
 ate in Ghana, Tunisia, Zambia, Uganda, and Benin. In 
 Mozambique, based on the existing programs and work 
 to date, it seems best to start with forming a National 
 Climate Change Fund to provide initial grant capacity and 
 then to potentially grow into an expanded green finance 
 capacity. In all countries, an in-depth market and institu-
 tional analysis would be required to flesh out application of 
 this model and define country-specific approaches. In all 
 countries, key issues such as capitalization potential, debt 
 sustainability and interaction with existing program and 
 institutions will need to be addressed. 


Exploration of new climate finance capacity should be 
integrated with existing programs, including the potential 
expansion of existing National Climate Change Funds 
or other grant programs where they exist. Based on the 



(11)market analysis here, it is clear that scaling finance is crit-
 ical to meeting investment targets, but that grants remain 
 an essential complement to financing, regardless of a 
 country’s level of development. In addition, it is recom-
 mended that potential Green Banks in the six countries be 
 integrated with an effective project preparation support, 
 including via the creation of a Project Preparation Facility 
 (PPF).  Robust project pipelines and properly structured 
 projects will be essential to effectively utilize any additional 
 financing capacity. 


The typical next steps towards Green Bank exploration 
 and development include the following major compo-
 nents. It is important to note that all of these actions need 
 to be gender-responsive to ensure that Green banks and 
 NCCFs are gender-inclusive, where women and men are 
 equally represented at all position levels.


1.  Conduct an in-country mission to identify a lead 
 champion for a new climate finance initiative and the 
 intended host institution. 


2.  Conduct an in-depth market analysis to identify and 
 quantify the project pipeline for a new Green Bank/


Climate Finance Facility and/or a complementary 
 NCCF across all priority sectors.


3.  Define and develop the structure for a proposed 
 Green Bank and/or NCCF, including host (or 
 incorporation if needed), governance and business 
 plan


4.  Define and develop the structure of the necessary 
 project preparation facility (or the interface with an 
 existing PPF)


5.  Identify and engage with potential co-capitalization 
 partners


6.  Define the indicative structure of an AfDB loan 
 to provide initial capitalization of the Green Bank 
 alongside an initial loan from the Green Climate Fund.



Green Banks, NCCFs & Economic Recovery 


COVID-19 presents an unprecedented challenge to 
 Africa and the global community. A first wave response 
 clearly needs to focus on the urgent need for direct 
 aid, debt-relief, and emergency measures to address 
 the immediate public health and economic crisis that is 
 facing all developing countries. 


As we look towards what will be needed to progress 
 from emergency aid relief to medium-to-longer term 
 measures to build resiliency and re-grow developing 
 economies, the role of catalytic, innovative finance 
 capacity to support sustainable infrastructure and 
 social investment through mobilizing public and private 
 resources will be essential. 


Green Banks and National Climate Change Funds are 
 well positioned to fill this role and support economic re-
 covery and job growth through the re-building of green 
 development sectors such as agriculture, renewable 
 energy, and green cities. 


Green Banks (alongside NCCFs) are designed to 
 catalyze green investment with a focus on blended 
 finance and crowding-in private investment through 
 financial instruments designed to serve projects that 


are commercially viable – but not yet bankable – in 
 the green sector. Green Banks alongside NCCFs can 
 support economic recovery and expansion due to the 
 COVID-19 pandemic in several ways:


x


x Reduce Risk – Green Banks are purpose-built to 
 understand and address investment risk in a time of 
 rapidly changing market conditions. 


x


x Build National Capacity – Green Banks and 
 related Project Preparation Facilities are designed 
 to build the green lending capacity of local financial 
 institutions and the ability of project developers to 
 bring forward bankable and commercially viable 
 projects.


x


x Drive Growth –The low carbon-sector faces a 
 substantial investment gap which, if addressed, can 
 be a powerful source of new economic growth in 
 this critical period. 


x


x Increase Access to Financial Resources – The 
catalytic investment model offered through Green 
Banks adjacent to NCCFs can increase access 
to resources from climate funds and development 
partners based on application of a blended finance 
approach 



(12)7.  Engage in the Funding Proposal process with GCF or 
 other partners to co-capitalize a new Green Bank via 
 the AfDBs role as an Accredited Entity


8.  Eventual capitalization, formation and 
 operationalization of the new Green Bank(s)


To advance these recommendations into action requires 
 country-driven leadership and commitment combined 
 with a pool of technical assistance funding to support 
 market assessment and Green Bank/NCCF design and 
 execution. It also required the partnership of a suitable 
 GCF Accredited Entity – a role that naturally fits with the 
 capacity and interest of the AfDB.



Systemic Approach


There is an opportunity to support Green Bank develop-
 ment at scale in Africa, tailored to country-specific mar-
 ket dynamics, existing funding and financing programs, 
 and through an understanding of investment  gaps and 
 opportunities. Green Bank formation rests upon three core 
 elements:


1.  Identifying a well-positioned host institution and 
 appropriate structure 


2.  Securing affordable seed capitalization from sources 
 with investment objectives that well matched to the 
 catalytic Green Bank model alongside grant funding 
 for project preparation needs


3.  Securing up-front grant funding for Green Bank/NCCF 
 design and structuring work


To date, Green Bank formation has required a time and 
 labor intensive process on a country-by-country basis. 


Barriers and challenges have included:


x


x Lack of direct-access accredited entities to provide 
 climate-oriented loans and equity to capitalize Green 
 Banks and NCCFs 


x


x One-off efforts to secure technical support grants for 
 Green Banks design and structuring and actual seed 
 capitalization


x


x A lack of clarity on replicable institutional approaches 
 to bring the catalytic climate finance model  to scale.


x


x Lack of information on project pipelines and the 
 financial interventions that could bring the green sector 
 more quickly to scale. 


Green Bank and NCCF development also requires gen-
 der-responsive data for the financial sector concern-
 ing employment in financial institutions and for gender 


inclusiveness concerning design of and access to specific 
 financial products. 


Working with an umbrella local development finance in-
 stitution such as AfDB, in coordination with other interna-
 tional development partners, presents an opportunity to 
 coordinate across these challenges and build systemic 
 capacity. By “bundling” several Green Bank initiatives 
 together, into systemic multi-country initiatives could allow 
 for better access to: (1) technical assistance support for 
 design and structuring work; (2) coordinated and facil-
 itated capitalization via a combined application to the 
 Green Climate Fund through an Accredited Entity, and/


or to other sources of capital from development finance 
 institutions or other Climate Funds; and (3) development 
 of replicable Green Bank financial products and/or NCCF 
 grant programs designed to meet common needs in pri-
 ority sectors across multiple countries with similar market 
 challenges. 


Overall, on both the individual country level, and at a sys-
temic multi-country level, the Green Bank model, adjacent 
to National Climate Change Funds holds tremendous 
potential to build country driven, gender inclusive capacity 
to advance climate investment in support of national green 
growth and climate objectives. 
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Project Goals



T
he goal of this project is to explore and 
 understand the potential for “Green 
 Investment Banks” and National Climate 
 Change Funds (NCCFs) to increase the 
 capacity of African countries to access and 
 mobilize climate finance in support of implementing 
 NDCs and related national climate goals. This 
 initiative includes a high-level assessment of current 
 market conditions, identification of potential climate 
 investment-related market barriers and constraints, an 
 indicative view of market opportunities in key climate 
 sectors, and broad recommendations on the potential 
 for how Green Banks and National Climate Change 
 Funds can be applied to mobilize climate finance 
 and scale-up private climate-related investment. 

The potential for attracting new sources of catalytic 
 funds into African countries including, but not limited 
 to resources from the Green Climate Fund is also 
 addressed.


Green Banks and National Climate Change Funds can 
 play an important role in mobilizing finance to support 
 low-carbon, climate-resilient development by raising and 
 blending capital to finance local climate infrastructure 
 while also driving an increase in private investment. For 
 countries to better access climate finance and fully en-
 gage the private sector, the climate finance system must 
 reorient toward national financial capacity that is able to 
 channel capital to projects and markets where it is needed 
 most. When paired with effective grant programs through 
 National Climate Change Funds (NCCF), and strong 
 enabling environments and policies, locally-based Green 
 Banks are powerful tools to address market needs, under-
 stand local risk and drive private investment. By creating 
 and capitalizing such vehicles from a mix of domestic and 


1  Our World in Data: https://ourworldindata.org/co2-and-other-greenhouse-gas-emissions#:~:text=Africa%20and%20South%20America%20are,to%20international%20
 aviation%20and%20shipping


international sources, countries can mobilize funds from 
 diaspora, national financial institutions, private investors, 
 asset managers, sovereign wealth funds, and more. 


These vehicles and funds can support the implemen-
 tation of Nationally Determined Contributions (NDCs), 
 CIF Investment Plans, CIF Strategic Plans for Climate 
 Resilience and NDCs, and progress towards Sustainable 
 Development Goals (SDGs). As noted by Dr. Anthony 
 Nyong, AfDB Director Climate Change and Green Growth, 


“Green Financing Vehicles are increasingly recognized as 
 a powerful instrument to mobilize private sector capital 
 for low carbon and climate resilient development. Their 
 ability to access even limited amounts of local currency 
 finance presents significant opportunities to manage risk, 
 attract concessional finance from climate funds and crowd 
 in private sector finance. We are excited to work with the 
 team from CGC and look forward to presenting progress 
 reports at the Green Bank Summit in 2020 and COP26.” 



Project Context


Although Africa’s has contributed only 3–4% of total global 
carbon emissions, the continent remains among the 
world’s most vulnerable regions to the effects of climate 
change.1 With temperature increases already on record, 
sub-Saharan Africa is experiencing more intense and more 
frequent climate extremes. Impacts include increasing 
droughts, heat waves, and crop failures and extreme flood-
ing. The resulting decline in food production, shortage of 
clean drinking water, flooding of coastal cities, impacts on 
natural ecosystems and biodiversity, and spread of disease 
such as malaria have profound implications for countries 
across the continent. It is also important to note that 
across Africa, women among the more vulnerable groups 
of those affected by climate change due to gender inequal-
ity and related issues. Climate change is a major threat to 



(15)sustainable development, and will impact all aspects of 
 economic growth and efforts to reduce poverty. 


Given the severe implications of climate change for Africa, 
 governments across the continent endorsed the historic 
 2015 Paris Climate Accord, and have set ambitious com-
 mitments through their Nationally Determined Contributions 
 (NDCs) towards climate adaptation and mitigation. The level 
 of investment needed to achieve these commitments is 
 subject to debate, but estimates of Africa’s climate adapta-
 tion costs alone, due to past emissions, are between $7–15 
 billion annually by 2020. On a 2°C pathway adaptation 
 costs could reach $35 billion per year and on a 3.5–4°C 
 pathway the cost of adaptation for Africa could reach $50 
 billion per year by 2050.2


Overall, it is estimated that climate change presents a $3 
 trillion investment opportunity in Africa by 2030.3 To bridge 
 this climate investment gap to meet NDC commitments, 
 significant climate finance and resource mobilization well 
 beyond current levels of public and/or private climate in-
 vestment is required. Public sector funding from develop-
 ment partners and through climate funds is essential, but 
 bringing climate investment to scale will require engaging 
 the private sector and leveraging significant private capital 
 through equity, loans, and/or project finance across all 
 climate-related sectors. 


In response to these needs, there are many innovative 
 climate-finance initiatives emerging across Africa that 
 are focused on attracting private sector climate-resilient 
 investments. These initiatives reduce risk and incentiv-
 ize private sector investments in mitigation projects by 
 promoting improved policies, enabling environments, 
 and market-based interventions. (Specific programs are 
 referenced in the country-specific chapters of this report.) 
 However, bringing climate finance to scale through mobi-
 lizing international and national climate resources remains 
 a significant challenge. Few countries have an effective 
 climate-finance strategy in place to support implementa-
 tion of aggressive NDCs in both mitigation and adaptation. 


Barriers to accessing climate finance include adequate 
 policy and regulatory frameworks, knowledge of and ac-
 cess to the full range of climate funds and finance, limited 
 green lending capacity at commercial banks, constraints 
 on sovereign debt, lack of market-specific financial prod-
 ucts that can address risk and unlock the flow of private 


2  Africa’s Adaptation Gap, Technical Report, Climate-change impacts, adaptation challenges and costs for Africa. AMCEN, UNEP, Climate Analytics
 3  Climate Policy Initiative, AfDB Climate Finance Day, COP24. 2018.


investment, strategies focused on expanding energy 
 access to off-grid rural areas, lack of gender-responsive 
 policies, and more. 



Project Partners & Acknowledgements


This project is sponsored by the AfDB in partnership with 
 the Climate Investment Funds (CIF), who have joined 
 together to explore the potential for National Climate 
 Change Funds and Green Banks to scale up climate 
 finance in Africa. The AfDB commissioned the Coalition for 
 Green Capital (CGC), an NGO focused on formation and 
 implementation of the Green Bank model. 


xThe African Development Bank (AfDB) is a leading 
 development institution on the continent, focused 
 on promoting economic development and poverty 
 reduction. It engages with the full range and complexity 
 of development challenges in Africa. The Bank has 
 integrated operations, lending directly from the public 
 and private sectors through a variety of instruments. 


The Climate Change and Green Growth Department 
 assists Country Programs / Departments to manage 
 the Bank Group’s energy operations in Regional 
 Member Countries (RMCs). Climate change and 
 environmental issues are addressed by incorporating 
 them into the Bank Group supported operations and 
 giving them the visibility required. 


This project was conducted under the guidance of 
 Mr. Gareth Phillips, AfDB Manager PECG1. Additional 
 input and assistance was provided by the Directors, 
 Managers and staff of the following AfDB Country 
 Offices, Departments and Divisions:


x


x Climate Change and Green Growth
 x


x Financial Sector Development
 x


x Country Offices of Mozambique, Zambia, Benin, 
 Uganda, Ghana, Tunisia


xThe Climate Investment Funds (CIF) have identified 
the AfDB as an implementing agency. Established 
in 2008 as one of the largest fast-tracked climate 
financing instruments in the world, the $8.3 billion 
CIF gives developing countries worldwide an urgently 
needed jump-start toward achieving low-carbon 
and climate-resilient development. The CIF provides 
developing countries with grants, concessional loans, 



(16)risk mitigation instruments, and equity that leverage 
 significant financing from the private sector, multilateral 
 development banks, (MDBs) and other sources. 


The Climate Investment Funds include four key 
 programs:


x


x Clean Technology Fund (CTF)
 x


x Forest Investment Program (FIP)
 x


x Pilot Program Climate Resilience (PPCR)
 x


x Scaling Up Renewable Energy Program (SREP) 


xThe Coalition for Green Capital CGC has formed 
 Green Banks in the US and in Africa, is currently 
 leading efforts to form a new National Climate Bank 
 in the US, serves as the Co-Secretariat to the global 
 Green Bank Network, supported the Development 
 Bank of Southern Africa (DBSA) in forming the 
 Southern Africa Climate Finance Facility, is in the 
 process of designing and launching a Green Bank in 
 Rwanda, and supports numerous other Green Bank 
 and climate finance facility efforts around the world. 


CGC’s approach to Green Bank formation is grounded 
 in the understanding that the specific structure of local 
 Green Banks – whether formed via a new purpose-
 built entity or as an adaptation of an existing institution 
 – should be determined based on local market 


considerations, policy environments and institutional 
 capacity. While finance is inherently global, capital 
 deployment is local. CGC believes there is no one-
 size-fits-all for Green Bank design and that approaches 
 must be tailored to specific market conditions and 
 country-driven priorities. 


The CGC project team on this study includes: 


x


x Andrea Colnes – Director of Global Green Bank 
 Development


x


x Rob Youngs – Director, International Programs
 x


x Sidonie Gwet – Program Director, Africa 
 x


x Jennifer Louie – Consulting finance professional
 x


x Leo Luo – Project consultant
 x


x Wagane Diouf – Medina Finance



Project Methodology & Approach


The methodology and approach used for this study 
 are designed to a) raise awareness about National 
 Climate Change Funds (NCCF) and Green Banks (GB) 
 and b) explore initial market conditions and high-level 


recommendations towards Green Bank and NCCF for-
 mation in the six study countries, located in Sub-Saharan 
 Africa.


NCCF and GBs are considered complementary strategies 
 towards building national capacity to mobilize domestic 
 and international finance in support of low carbon and 
 climate resilient investment. This AfDB/CIF Knowledge 
 Product will contribute significantly to efforts to create 
 institutions that can access finance for the implementation 
 of programmatic activities in SCF countries. 


PROJECT COMPONENTS: The project includes two 
 major components: 


1) Prepare a Knowledge Product


The knowledge product will frame the strengths and 
 weaknesses of the Green Bank and/or National Climate 
 Change Fund models in a range of countries in Africa. The 
 knowledge product will have two broad components:


xIt will describe relevant institutional infrastructure and 
 define the steps required to design, form, capitalize 
 and launch Green Banks and/or to establish an NCCF, 
 including fiscal, legal and regulatory options. It will 
 also provide examples of how existing GBs or NCCF 
 have raised and leveraged finance both in Africa and 
 elsewhere. 


xThe knowledge product will provide a high-level 
 summary of key market barriers, opportunities and 
 the most effective focus for a new Green Bank and/or 
 NCCF to help drive low-carbon investment in each of 
 the six project countries. This information will be based 
 on a combination of desk research and stakeholder 
 outreach around the following topics:


x


x Market dynamics, market barriers and opportunities 
 by sector (energy, water, agriculture, waste, urban 
 development)


x


x National development and climate-related goals, 
 policies and initiatives


x


x Project pipeline potential, by sector
 x


x Capacity considerations and constraints in the 
 commercial sector and the public sector
 x


x Key stakeholders relevant to driving low-carbon 
investment



(17)The knowledge product will be crafted in the context of 
 a gender-responsive focus, and it is noted that country- 
 specific Green Bank and NCCF initiatives will require 
 gender assessments and related action plans.


2) Convene a 3-day South-South Knowledge  
 Exchange Workshop


An interactive and dynamic knowledge exchange work-
 shop will be convened with all participating countries to  
 1) build awareness of the Green Bank / NCCF models,  
 2) identify opportunities for specific country-led Green 
 Bank / NCCF projects, 3) establish relationships to 
  develop these opportunities, 4) identify specific action 
 steps to advance potential Green Bank and NCCF initia-
 tives on the continent. 


PROJECT METHODOLOGY: To implement these ele-
 ments, the following methodology was applied:


1. Country Selection Criteria


To support selection of the six participating study coun-
 tries the following criteria were applied. Using these 
 criteria, the group of study countries were selected to 
 represent a range of geographies and levels of economic 
 development. They also include countries that have the 
 capacity and/or conditions that are consistent with form-
 ing new catalytic green finance initiatives and or national 
 climate change funds based on potential project pipeline 
 and market opportunities.


The project was designed to apply to CIF/SCF Eligible 
 Countries. The Climate Investment Funds lists 23 coun-
 tries as currently receiving funding from the Strategic 
 Climate Fund (SCF). Those countries include: Benin, 
 Burkina Faso, Cameroon, Congo Republic, Cote D’Ivoire, 
 Democratic Republic of Congo, Ethiopia, Gambia, Ghana, 
 Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, 
 Mozambique, Niger, Rwanda, Sierra Leone, Tanzania, 
 Tunisia, Uganda, Zambia. 


xCountry Criteria


1.  Strategic Climate Fund (SCF) countries, as defined by 
 the Climate Investment Funds secretariat. 


2.  Countries with a positive investment climate (or 
 growing government efforts to foster a positive 
 investment climate) for priority green sectors. This 
 might include:


a.  Established national energy plans and goals 
 (including renewable energy targets)


b.  Stable and positive regulatory environment, with 
 strong market signals


c.  Emerging banking sector and/or capital markets 
 (local, regional or international) with sufficient 
 potential to engage for increased private 
 investment


4.  Countries with reasonable potential for a pipeline of 


“investable” projects


5.  Countries with developed National Climate Plans and 
 green development goals and targets


6.  Countries with reasonable economic and political 
 stability and favorable investment climate in green 
 sectors


7.  Countries with an identified credible and capable 
 national champion(s), and/or an identified host 
 institution to work with 


8.  Countries with reasonable level of positive 


engagement with bi-lateral aid agencies, DFIs and 
 other donors in green sectors 


xOther Characteristics


In addition to the criteria noted above, attention was given 
 to the following characteristics intended to support the 
 inclusion of a range of size and economic characteristics 
 from a range of countries


1.  Close attention to selecting a group of countries 
 that represent a diversity of potential approaches to 
 creating and capitalizing NCCFs/Green Banks in the 
 region. 


2.  Countries that represent both small and larger 
 economies. 


3.  A mix of countries that include a diversity of faster 
 growing economies as well as slower growth 
 countries.


4.  A balance of countries that already have established 
 NCCFs (e.g. Benin, Mali, Rwanda and Ethiopia) and 
 those that do not (e.g. Cote D’Ivoire or Tunisia). 


2. Country Engagement


Once study countries were identified based on applica-
tion of the criteria as noted above, direct outreach was 
conducted to national parties of interest and jurisdiction 
(either through the Ministry of Finance, GCF Focal Point, 
or related climate offices and officials), to seek their direct 
approval for participation in this study. 



(18)3. Country Outreach and Research


The study focused on engagement of carefully selected 
 country stakeholders to help identify key market bar-
 riers, opportunities and the most effective focus for a 
 new Green Bank and/or NCCF to help drive low-carbon 
 investment. Due to COVID 19 related travel constraints, 
 outreach to stakeholders was conducted remotely, via 
 video and phone interviews.


Stakeholder groups identified and interviewed in each 
 country included the following. In general, approximate-
 ly 15–25 stakeholders were interviewed in each study 
 country.


x


x Project developers (across sectors including energy, 
 agriculture, forestry, water, green cities, etc.)


x


x Government ministries (Environment, Energy, Finance)
 x


x Commercial banks, National Development Banks, 
 Central Banks, and asset managers


x


x National planning entities
 x


x Technical partners
 x


x DFIs and donor entities
 x


x National Development Banks and partners


Stakeholder interviews were organized around exploring 
 the following areas of information: 


x


x Market dynamics, market barriers and opportunities 
 by sector (energy, water, agriculture, waste, urban 
 development)


x


x National development and climate-related goals, 
 policies and initiatives


x


x Project pipeline potential, by sector
 x


x Capacity considerations and constraints in the 
 commercial sector and the public sector
 x


x Key stakeholders relevant to driving low-carbon 
 investment


4. Report and Recommendations


The central output of this project is this knowledge 
 product, intended to frame the strengths and weakness-
 es of the Green Bank and/or National Climate Change 
 Fund models in the selected study countries. It provides 
 a high-level view of market opportunity and needs, and 
 frames the potential for Green Bank or NCCF formation in 
 these countries. The report describes the characteristics 
 of suitable (new or existing) institutions as potential hosts 
 for a Green Bank or NCCF and a high-level view of poten-
 tial capital sources for these climate finance institutions. 


The report also presents a “Green Bank Checklist as a 
 framework and guide for determining if a Green Bank and/


or Green Fund is a fit with the capacity and market condi-
 tions in selected countries. This framework addresses the 
 following factors:


x


x Identifying local champions
 x


x Identifying effective host institutions and/or the viability 
 of creating a new GB / NCCF institution


x


x Building adequate project pipeline of where Green 
 Bank / NCCF could initially focus


x


x Identifying the most compelling market focus for Green 
 Bank / NCCF activity


x


x Identifying an appropriate mix of public/private 
 capitalization, based on market need


x


x Ensuring that Green Banks crowd in vs. crowd out 
 private investment


x


x Engaging commercial finance partners
 x


x Identifying early supporters from the donor and DFI 
 community


5. Interactive Knowledge Exchange Workshop
 Once conditions related to COVID 19 allow, the AfDB will 
 invite participating countries to convene an interactive 
 and dynamic knowledge exchange workshop to 1) build 
 awareness of the Green Bank / NCCF models, 2) identify 
 opportunities for specific country-led GB/NCCF projects, 
 3) establish relationships to develop these opportunities, 
 4) identify specific action steps to advance potential Green 
 Bank and NCCF initiatives on the continent including 
 gender-responsive institutional design. This workshop 
 will have an action-oriented focus specifically designed to 
 spark the process of Green Bank and NCCF formation in 
 selected countries. The workshop will also explore institu-
 tional capacity building for development of Green Banks 
 and NCCFs within each country.


6. Present the Knowledge Product  
 at International Climate Events


Again, once conditions related to COVID 19 allow, the 
findings of this study will be presented at an internation-
al climate event and an African climate event to engage 
international and African countries in exploring application 
of the Green Bank / NCCF model and to solicit input to 
inform action-related recommendations. Given the antici-
pate path through the current global pandemic, it is antici-
pated that the international venue will be COP26 in late fall 
of 2021. The African venue remains to be determined. 
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3 | Project Countries
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T
 he six countries selected to 
 participate in this study  
 are noted below, as based on 
  application of the selection 
 criteria  described above and 
 specific approval for country participation 
 as secured via the following national 
 representatives:


GHANA ZAMBIA UGANDA TUNISIA MOZAMBIQUE BENIN


Detailed information on each participating 
country is provided in the  country-specific 
narrative  section of this report.
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4  |  Introduction to the Green Bank/ 



Catalytic Green Finance Facility Model
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C
limate change must be addressed with 
 bold and innovative solutions designed 
 to deploy new technologies rapidly and 
 at scale. Green Banks are specifically 
 intended to address this need by 
 raising and blending capital to finance local climate 
 infrastructure while catalyzing a sharp increase in 
 private investment. For countries to better access 
 climate finance and fully engage the private sector, the 
 climate finance system must reorient toward national 
 financial capacity that is able to channel capital to 
 projects and markets where it is needed most. When 
 paired with effective grant programs through National 
 Climate Change Funds (NCCF), and strong enabling 
 environments and policies, locally-based Green 

Banks are powerful tools to address market needs, 
 understand local risk and drive private investment. 


Structured as either new institutions or adaptations of 
 existing institutions, Green Banks are designed to address 
 market gaps and strengthen national ownership of climate 
 finance. Green Banks move problem-solving and agency 
 to the national level, empowering developing countries 
 to better access international financial resources while 
 attracting private capital to green projects from foreign 
 and domestic sources. As catalytic facilities, they are 
 designed to “crowd in” and increase private investment 
 in low- carbon and climate-resilient projects. Green Banks 
 typically use a blended finance approach, with capitaliza-
 tion coming from a variety of public and private sources, 


Climate Banks 
 perform many 
 function to enhance 
 private investment 
 in climate projects:


•  Capital mobilizer


•  Capital provider


•  Lead arranger


•   Innovator


• Capacity-builder


•  Feedback on 
 enabling 
 environment



Green Bank or Climate Bank


A green finance institution with a:


• Dedicated mission: “crowd-in” private investment to address climate change


• Geographic focus: is nationally based to catalyze investment in local markets


• Capital base in-line with climate mission: a mix of public and private capital 


• Blended finance tools: Market-specific finance projects



Private Investment


• Co-finance at project level


• Risk reduction through Green Bank financial products


• Increased market participation



Climate Projects


Green Banks are country-driven, nationally-based catalytic finance facilities  
designed to mobilize private investment



(23)including bilateral donors, climate funds and national 
 treasuries. 


In developing economies, Green Banks can be most ef-
 fective when paired with national Green Funds to provide 
 integrated access to an effective combination of grants 
 and finance, suited to local market conditions. This ap-
 proach is being developed in Rwanda through an integra-
 tion of their existing Green Fund with a new Green Bank, 
 and was also demonstrated by the addition of a Climate 
 Finance Facility on the Green Bank model in South Africa 
 to complement their existing Green Fund. In each of these 
 cases, the Green Bank provides innovative green financ-
 ing products adjacent to a Green Fund or NCCF which 
 provides complimentary grants to support project prepa-
 ration, reduction of early stage project costs, or other 
 grant-based strategies to support project development 
 and bankability. 


However, while Green Banks – structured as either new 
 institutions or adaptations of existing institutions – can 
 strengthen national ownership of climate finance, there 
 is no one size fits all recipe for their formation. As locally- 
 embedded country-driven institutions, Green Banks or 
 similar catalytic climate finance facilities have to be de-
 signed to fit the specific conditions of local markets. While 
 they can draw lessons from initiatives in similar econo-
 mies, it is important to recognize that the application of 
 the GB model in high-income OECD countries like the 
 UK (with sophisticated finance capacity and large pools 
 of local capital) is generally not a fit with the needs of 
 emerging markets. In all cases, a critical element of Green 
 Bank design includes mission-specific investment criteria 
 and related monitoring, evaluation and reporting to ensure 
 consistency with green and climate-related investment 
 objectives.


In developing countries, Green Banks have to be designed 
 to complement existing development finance capacity 
 and, where they exist, the role of National Development 
 Banks. It is also more common that Green Banks in de-
 veloping countries are formed alongside or as part of an 
 existing host institution – which raises the need to ensure 
 a dedicated mandate and specific value-added market 
 focus. The need to address capacity constraints, develop 
 project pipeline, expand the green financing capacity of 
 the commercial financial sector, and address significant 
 barriers to private investment all point towards the need 
 for tailor-made approaches to meet the market needs in 
 developing countries. Also, unlike many OECD countries, 


the role of grants in many low-income countries’ green 
 sectors will continue to be critically important. It is worth 
 noting that in CGC’s Green Banks projects in both South 
 Africa and Rwanda, a critical component was maintaining 
 and working closely with grant-based capital or “project 
 preparation facility” funds to complement financing activi-
 ties, and provide project developers the needed “full suite” 


of support to projects in incipient green sectors. 


Finally, it is important for developing countries to approach 
 structuring Green Banks in ways that meet the require-
 ments of international capitalization through Climate 
 Funds and/or donor institutions, which all come with 
 different priorities.


Green Banks (also referred to as Climate Finance 
 Facilities), provide financing in various forms, targeting 
 commercially viable clean energy technologies, that for a 
 host of rea- sons cannot attract debt at a cost of capital 
 or tenor that allows customers to move forward with proj-
 ects. Green Banks fill market gaps, and pair their capital 
 with private investors to “crowd-in” capital and make 
 clean energy markets more efficient. Green Banks are 
 self- sustaining facilities, meaning they provide their capital 
 at a cost commensurate with risk and sufficient to gener-
 ate revenue to operate the facility on a break-even basis. 


Key elements of the Green Bank/CFF model include:


x


x Focused institutions, created to mitigate and adapt to 
 climate change


x


x Use of blended finance to de-risk and catalyze private 
 investment with innovative funding structures


x


x Use of debt, warehousing, credit-enhancing and 
 related instruments to enable cost-effective long-term 
 sustainable financing


x


x Designed to support commercially viable and 
 sustainable projects, that are gender-inclusive
 x


x Complement existing funders and programs
 x


x Market-oriented and flexible adjusting offerings, 
 products and partnership structures to suit the project 
 needs.  


Green Banks have proven successful at driving clean 
energy investment and there are an increasing number of 
Green Banks and similar entities in development around 
the world. Collectively these institutions have financed 
billions of dollars of clean energy projects with innovative 
financing structures, leveraging multiple private dollars per 
public dollar of financing. To date, the founding members 
of the Green Bank Network have leveraged $24 billion 
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