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Definitions 

Finance, Environmental Finance, Carbon Finance, 
Climate Finance. 

Evolution 

• UNFCCC 

• Nairobi Framework 

• AWG-LCA proposal 

• AGF report 

• Recent Financial trends in Climate Action 
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UNFCCC Article 4.7 

“The extent to which developing country parties will 
effectively implement their commitments under the 
Convention will depend upon the effective 
implementation by developed country Parties of their 
commitments under the Convention related to financial 
resources and transfer of technology and will take into 
account that economic and social development and 
poverty eradication are the first and overriding priorities 
of the developing country Parties.” 

Nairobi Framework 
    The Nairobi Framework (2006) - five objectives 

 (i) build & enhance capacity of DNAs to become fully 
operational,  

 (ii) build capacity in developing CDM project activities,  

 (iii) promote investment opportunities for projects,  

 (iv) improve information sharing, outreach, exchange of 
views on activities, education & training, and  

  (v) inter-agency coordination, which are considered to 
be priority goals to move the CDM forward in the 
target countries.  
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AWG-LCA proposal on financial architecture 

AGF report 

• Sources of finance 

• World economic conditions 

• Project structure and accountability 

• Private sector involvement 
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AGF report: Financial sources  

Low Medium High

(USD 10-15) (USD 20-25) (USD 50)

0 - 1 0 - 1 1 - 5 3 - 15

Aviation 1 - 2 2 - 3 3 - 6

Marine 2 - 6 4 - 9 8 - 19

3 - 8 2 - 8 8 - 38 14 - 70

2 - 27

n/a

Development Bank 30 - 40

Carbon Markets 20 8 - 12
38 - 50(gross); 

8 - 14 (net);
150

Private Capital 10

Total 100

Revenue estimates 2020(USD Billion) at 

various carbon prices

International Transport 10

Public carbon Markets

Carbon-related revenues

Financial Transaction taxes

Multilateral development bank 

contributions

Carbon-market offsets

Public/private leverage

Sources

Estimated Revenue 

2020, Lower side 

(USD Bn)

Instruments

Public Sources

Direct Budget Contributions

Recent Climate Finance Trends 
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Recent Climate Finance Trends Cont.. 

• A study by CPI (Buchner, et al 2011) tracked climate finance flows in 
the 2009-10 time period which amounted to USD 97 bn in areas 
ranging from climate resilient development to low carbon 
initiatives.  

• The study found that possibly contrary to expectations the amount 
of finance available from private sources were three times more 
than public sources. 

• Also, that ‘carbon finance’ (mostly to do with mitigation efforts with 
interplay of market mechanisms) played a miniscule role in the 
overall climate finance space.  

• The study further revealed that USD 74 – 87 bn of the USD 97 bn 
could be classified as investment category rather than the 
incremental cost contribution in the climate action domain.  

• One last point we note from the study is that a huge majority of 
climate finance USD 93 bn of the USD 97 bn was for mitigation 
centric activities leaving very little for adaptation action. 

Promising Opportunity for Africa 

 

CDM trends in Africa 
Given the trends in Climate finance, the CDM trends 

show in Africa show a promising opportunity for 
attracting investment grade finance for climate action 

or sustainable development projects. 
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CDM Trends for Africa 
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CDM Trends for Africa cont.. 

CDM Trends in Africa cont.. 
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Trends Cont.. 

Addressing the challenge of ‘scaling up’ 

• CDM Trends point to investment opportunities 
and the need for scaling up 

• Domestic Policy drivers as enablers  

• Global Institutional structures to provide 
preferential arrangements based on 
vulnerability factors 

• Scaling up will require innovative financial and 
business models for attracting investments 
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Financial Gradients 

• A financial concept which looks at the nature and sources of 
finance. 

• Financing as opposed to funding. 

• Financial Gradients for Sustainable Development. 

• Financial Gradients 
1. An approach to analyzed the performance of a project or 

program. 

2. A tool to transform volatile sources of finance into stable and 
long term flows. 

3. A mechanism to create strategies for programs and projects in 
Sustainable Development including Climate Action. 

 

 

 

 

Financial Gradients approach: TERI case study of 
‘Light a Billion Lives’ program. 
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LaBL: Inflow analysis – Financial Gradients 

Company 

   State 

Communities 

-RC- 

Bank 

Resilience Centres: Formation using Financial Gradients 
approach   

International 
organization for 

certification Technical support 

Community 
equity 

Loan 
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-RC- 

NGO 

Services : assessment, study, 
information, operational support 
And building of communities 
« resilience » 

Service 
purchase 

1.2.3.4 

1. Information and 
studies 
 
2. Assessment 
 
3. Operational 
support 
 
4. Certification 

   State 

Communities 

Bank 

Company 

Community is 
more resilient 
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