
From grants to guarantees:
How the Mitigation Action Facility’s 

financial mechanisms transform NDC 
ambition into climate action
November 2025 





Contents

Abbreviations and glossary......................................................................................................................................... 4

Preface.......................................................................................................................................................................... 8

Executive summary...................................................................................................................................................... 9

1.	 Climate Ƽnance: capital exists, but mobilisation remains a challenge......................................................... 11

2.	 The Mitigation Action Facility in the global climate Ƽnance landscape ...................................................... 12

2.1 	 A fragmented and uneven climate Ƽnance ecosystem......................................................................... 12

2.2 	 The Mitigation Action Facility's evolution in a changing landscape..................................................... 13

2.3 	 The Mitigation Action Facility’s value proposition ................................................................................ 15

2.4 	 A complementary role in the climate Ƽnance ecosystem .................................................................... 15

3.	 Mobilising private capital for climate mitigation   ......................................................................................... 17

3.1 	 Where ambition meets reality: pressures shaping climate impact...................................................... 17

3.2 	 Blended Ƽnance in action: how concessional capital unlocks private investment ............................. 18

3.3 	 Learning from success: accelerating private investment..................................................................... 26

3.4 	 A private investor’s view: what it takes to attract private capital ........................................................ 28

4.	 From grants to guarantees: tailoring Ƽnancial instruments for NDC implementation  .............................. 34

4.1 	 Leveraging grants: the predominant Ƽnancial instrument.................................................................... 34

4.2 	 Strategic use of concessional loans: responding to different needs    ............................................... 42

4.3 	 Unlocking potential with guarantees: a growing role of the instrument.............................................. 51

4.4 	 Scaling industrial transformation: Brazil’s public leadership ............................................................... 58

4.5 	 Making Ƽnance inclusive: gender equality and social inclusion........................................................... 60

5.	 Turning insights into action: lessons for current and future projects ......................................................... 63

6.	 Conclusion ......................................................................................................................................................... 66

Appendix..................................................................................................................................................................... 67



AFOLU – Agriculture, Forestry and Other Land Use

AWD – Alternate Wetting and Drying (technology)

BAAC – Thailand’s Bank for Agriculture and Agricultural 
Cooperatives 

BMOs – Business Membership Organisations

BNDES – Banco Nacional de Desenvolvimento 
	Eco	nômico e Social (Brazilian Development Bank)

CAPEX – Capital Expenditure

CNDI – Conselho Nacional de Desenvolvimento Industrial 
(Brazilian National Council for Industrial Development)

CONAVI – Comisión Nacional de Vivienda (Mexican Na-

tional Housing Commission)

COP30 – 30th United Nations Climate Change Conference

DeepDC – Deep decarbonisation of selected industrial 
clusters in India (Mitigation Action Facility project)

DFIs – Development Finance Institutions (publicly owned 
institutions providing Ƽnance for private sector projects 
with development impact)

DPP – Detailed Preparation Phase (one of the phases of 
the Mitigation Action Facility’s project cycle; it starts after 
successful submission of a Project Concept and Outline; 
supported by the TSU)

EcoCasa – Mexico’s national green housing programme

EE – Energy Eƾciency

EGAT – Electricity Generating Authority of Thailand  
(Thailand’s national electricity utility)

ELE – Evaluation & Learning Exercise (mid-term and Ƽnal 
evaluation for projects >3 years)

EMDE – Emerging and Developing Economies

ESCO – Energy Service Company

EUR – Euro

EV – Electric vehicle

FAEE – Fundo de Aval para Desenvolvimento da EƼciência 
Energética (Brazilian State Guarantee Fund for Energy 
Eƾciency Development)

FC – Financial Cooperation

FGEnergia – Fundo Garantidor de EƼciência Energética 
(BNDES Guarantee Fund for Energy Eƾciency)

FINEP – Financiadora de Estudos e Projetos (Brazilian 
Funding Authority for Studies and Projects)

Fintech – Financial technology

GCF – Green Climate Fund

CEFPV – Centro de Energias Renováveis e Manutenção 
Industrial (Cabo Verdean training centre)

CERMI – Center for Renewable Energy and Industrial 
Maintenance (Cabo Verdean training centre)

GHG – Greenhouse Gas

GESI – Gender Equality and Social Inclusion

GIZ – Deutsche Gesellschaft für Internationale 
	Zusammenarbeit GmbH

GLI – Value for Women’s GESI Lens Investing framework

HERBA – Private company

IADB –Inter American Development Bank

IMF –The International Monetary Fund

IOs – Implementation Organisations

KfW – Kreditanstalt für Wiederaufbau (German 
	Development Bank)

LCH – Low-Carbon Housing (Carbon-neutral housing)

LLL – Laser Land Levelling (technique)

MARS – Private company

MDBs – Multilateral Development Banks

MDIC – Ministério do Desenvolvimento, Indústria, Comér-
cio e Serviços (Brazilian Ministry of Development, Industry, 
Commerce and Services)

M&E – Monitoring and Evaluation

Mexico SME EE – Mexico Small and Medium Enterprises 
Energy Eƾciency (Mitigation Action Facility project)

Abbreviations and glossary



MFI – MicroƼnance institutions

MSMEs – Micro, Small and Medium-sized Enterprises

NAMAs – Nationally Appropriate Mitigation Actions

NBFIs – Non-Bank Financial Institutions

NCQG – New Collective QuantiƼed Goal

NDCs – Nationally Determined Contributions

NDBs – National Development Banks (state-owned 
banks providing credit and Ƽnancial services for domestic 
	development)

NGOs – Non-Governmental Organisations 

Nova Indústria Brasil – Brazil’s New Industry Plan

ODA – Oƾcial Development Assistance

OLAM – Private enterprise

PDF – Portable Document Format

Pioneer Foods (PepsiCo) – Private company

PotencializEE – Brazil Industrial Energy Eƾciency 
	(Mitigation Action Facility project)

PPAs – Power Purchase Agreements

PPP – Public-Private Partnership

ProMEC – Promotion of Electric Vehicles in Cabo Verde 
(Mitigation Action Facility project)

R&D – Research and Development

SDGs – Sustainable Development Goals

SHGs – Self-help groups (part of the India Waste 
	Management project)

SHF – Sociedad Hipotecaria Federal (Mexican Federal 
Mortgage Society)

SIDBI – Small Industries Development Bank of India  
(Indian Development Bank)

SMEs – Small and Medium-sized Enterprises

SSNM – Site-speciƼc Nutrient Management

TA – Technical Assistance

TC – Technical Cooperation

TECV – Trações Elétricas de Cabo Verde

Thai RAC – Thailand Refrigerator and Air Conditioning 
(Mitigation Action Facility project)

Thai Rice – Thailand Rice (Mitigation Action Facility 
project)

TSU – Technical Support Unit (secretariat and portfolio 
manager of the Mitigation Action Facility)

UNCDF – United Nations Capital Development Fund

USD – US Dollar

WRI – World Resources Institute



Figures

Figure 1. Total global assets under management and climate mitigation Ƽnance gap........................................ 11

Figure 2. The Mitigation Action Facility’s journey in tandem with the shifting landscape of global  

climate landscape...................................................................................................................................................... 14

 Figure 3. The Mitigation Action Facility in comparison to other climate Ƽnance actors.....................................16

Figure 4. The Mitigation Action Facility’s complex and multi-dimensional operating environment...................17

Figure 5. Mitigation Action Facility funding through the lens of blended Ƽnance approaches............................18

Figure 6. Top 5 projects with the highest leverage achieved and leverage targets..............................................20

Figure 7. Global Ƽnance requirements vis-à-vis the needs of projects funded by the Mitigation Action 

Facility.........................................................................................................................................................................28

Figure 8. Unlocking private investment: from foundations to transformation based on the Mitigation  

Action Facility’s experience......................................................................................................................................29

Figure 9. Types of grants and their sector allocation in the Mitigation Action Facility-funded projects.............34

Figure 10. Overview of Mitigation Action Facility pioneering work across the CAPEX grants project  

portfolio......................................................................................................................................................................37

Figure 11. Overview of key delivery partners of CAPEX grants..............................................................................39

Figure 12. BeneƼts of engaging local private Ƽnancial actors early in project designs.......................................40

Figure 13. Share of concessional loans per sector.................................................................................................42

Figure 14. Concessional loans serving a diverse range of Mitigation Action Facility beneƼciaries....................44

Figure 15. Mitigation Action Facility concessional loans across projects, sectors, and the target group..........45

Figure 16. Distribution channels of Mitigation Action Facility concessional loans..............................................46

Figure 17. Distribution of Mitigation Action Facility projects based on major real or perceived risks................51

Figure 18. Stakeholders of the Brazil Industrial Energy Eƾciency project during an energy audit......................58

Figure 19. Three Entry Points for Gender Lens Investors. Source: Value for Women...........................................60



77



Preface

As the world confronts the escalating climate crisis, mobilising Ƽnance at scale has become a cornerstone of 
global climate action. Unlocking private capital is critical to bridging the investment gap for decarbonisation and 
transformational change. With public resources alone proving insuƾcient, innovative Ƽnancial mechanisms and blended 
Ƽnance approaches are increasingly recognised as key to engaging the private sector.

At the 30th UN Climate Change Conference (COP30) in Belém, Brazil, climate Ƽnance will take centre stage. As the NDC 
3.0 process  and the New Collective QuantiƼed Goal (NCQG) shape future ambition, the focus is Ƽrmly on scaling both 
the volume and effectiveness of Ƽnance, especially from private sources. Achieving climate goals requires Ƽnancing 
approaches that catalyse private capital where it is needed most.

Through its continued support, the Mitigation Action Facility reaƾrms its commitment to accelerating the shift towards 
carbon-neutral pathways. By aligning catalytic Ƽnance with national climate priorities, the Mitigation Action Facility 
helps turn NDC ambition into implementation – ensuring that Ƽnance ƽows at scale, leading the way in transformative 
climate action.

This report explores how projects funded by the Mitigation Action Facility deploy a range of Ƽnancial instruments 
– from grants to guarantees – which, when combined with policy reform and technical support, can create viable 
markets for carbon-neutral solutions in emerging and developing economies. Drawing on practical examples from the 
project portfolio, it provides insights and recommendations for policymakers, development practitioners, and Ƽnancial 
institutions. It serves as a knowledge base to strengthen project design and inspire replication, particularly in the lead-up 
to COP30, where the mobilisation of private Ƽnance will be a key element shaping the future climate Ƽnance architecture.

The report draws on an analysis of the Mitigation Action Facility’s portfolio, including evaluation reports and elements 
of our Evaluation & Learning Exercises (ELEs). This is complemented by qualitative insights from interviews with 
over 50 partners and stakeholders, including Technical Support Unit (TSU) staff involved in project implementation. 
Interviewees represent both the public and private sectors, including government oƾcials, development organisations, 
development Ƽnance organisations (DFIs), fund managers, and banks – providing diverse perspectives on the persistent 
climate Ƽnance gap. Unless otherwise noted, the Mitigation Action Facility portfolio analysis covers 43 projects: 10 
completed and 33 active. Of the active projects, 19 are in implementation and 14 in preparation (DPP). The analysis 
was conducted between April and July 2025, using portfolio data as of June 2025. 

 

“The Mitigation Action Facility exempliܪes how innovative climate ܪnance 
can turn national commitments into tangible action. We are proud to 
mobilise private investment, strengthen local markets, and accelerate the 
implementation of NDCs in emerging markets and developing economies.”

Dr. Sören David, Head of the Technical Support Unit to the Mitigation Action Facility
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Executive summary

Æ	The Mitigation Action Facility portfolio operates in a complex and highly volatile environment for meeting 
ambitious NDC targets. Analysis reveals that the market is still at a nascent stage: over 80% of the target group 
has limited awareness of promoted clean technologies, and more than 70% of project stakeholders are Ƽrst-
time implementers. These foundational challenges are compounded by political exposure, with at least half of 
the projects being affected by swings in national climate policies.

Æ	The Mitigation Action Facility’s challenging operating environment underscores why the private sector 
continues to prioritise stability. Investors seek predictable regulatory frameworks, access to familiar Ƽnancial 
products, and suƾciently large investment volumes to commit capital.

Æ	The Mitigation Action Facility has established itself as a catalyst for initial, sector-wide decarbonisation in 
EMDEs. Unlike traditional grant programmes, its model integrates Technical Cooperation (TC) and Financial 
Cooperation (FC) to address multiple market barriers simultaneously. Crucially, FC grants are strategically 
deployed to structure robust Ƽnancial mechanisms rather than serving as one-off grants. This approach 
ensures a prudent exit from concessional Ƽnance and enables projects to transition successfully to self-
sustaining market Ƽnancing.  

Æ	The Mitigation Action Facility has committed EUR 682 million across 43 projects analysed for this report, 
as of June 2025. These projects deploy blended Ƽnance structures, with 10 completed projects achieving 
an average leverage of 8.3x; similar results are expected for the active portfolio. The portfolio is structured 
around three main instruments: grants (51%), guarantees (34%), and concessional loans (15%). Grants are 
primarily utilised as CAPEX grants blended with equity or commercial debt. Rising demand for guarantees 
demonstrates a strong market need for risk mitigation.

Æ	Success factors for effective utilisation of blended Ƽnance approaches depend on strong institutional 
partnerships with strategically aligned interests and early commitment from all stakeholders, balanced risk 
mitigation strategies with clear additionality, and streamlined processes with aggregation models for scale.  

Æ	Multilateral and international development organisations are major project implementers, typically engaging 
with development Ƽnance institutions to implement Ƽnancial mechanisms. However, early engagement with 
local Ƽnancial sector actors has proven indispensable for greening economies, mobilising local capital, and 
co-creating effective climate mitigation strategies. Local Ƽnancial actors possess in-depth market knowledge, 
credit behaviours, and target group proƼles – critical insights for designing successful, scalable interventions.

Æ	Recommendations for accelerating NDC implementation include prioritising the identiƼcation of project 
champions, integrating green Ƽnancial products into existing local Ƽnancial offerings, and streamlining 
processes by leveraging digital tools and existing operational infrastructure.
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1.	Climate Ƽnance: capital exists, but 
mobilisation remains a challenge

4% to close the gapUSD 115 trillion

Fi gure 1. Total global assets under management and climate mitigation ܪnance gap.

The Ƽgures leave no doubt: concessional capital is urgently needed to mobilise 
large-scale private Ƽnance and close the funding gap for climate action (see 
Figure 1). This is critical to accelerating decarbonisation and keeping the global 
temperature rise below 1.5°C, in line with the Paris Agreement. The International 
Monetary Fund (IMF) estimates that USD 5 trillion per year will be required for 
climate mitigation by 20301 – around 4% of total global Ƽnance. While global 
assets under management stand at USD 115 trillion, 85% of private capital is 
concentrated in high-income countries. At the same time, global public debt 
reached a record USD 102 trillion in 20242, intensiƼed by a signiƼcant debt 
crunch for public Ƽnances across the world. Emerging markets and developing 
economies (EMDEs) face an especially severe debt crisis and their situation 
has become more acute since the Covid-19 pandemic. Since 2010, their public 
debt has grown twice as fast as in wealthier nations, and now represents nearly 
one-third of global public debt (USD 31 trillion in 2024). Given the scarcity of 
public resources, only private capital can provide the scale of funding required to 
meet global climate mitigation targets and the Sustainable Development Goals 
(SDGs). Concessional capital therefore plays a vital role in leveraging and de-
risking investment – strategically and eƾciently – to unlock private Ƽnance.

1	 Black, S., Parry, I. W. H., & Zhunussova, K. (2023, November 21). Is the Paris Agreement Working? A 
stocktake of global climate mitigation.

2	 United Nations (2025). Trade and Development Report: A World of Debt 2025 (Summary).
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2.	 The Mitigation Action Facility
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https://www.imf.org/en/Publications/staff-climate-notes/Issues/2023/11/14/Is-the-Paris-Agreement-Working-A-Stocktake-of-Global-Climate-Mitigation-541083?cid=bl-com-CLNEA2023002
https://unctad.org/system/files/official-document/osgttinf2025d4_summary_en.pdf


2.	The Mitigation Action Facility in 
the global climate Ƽnance landscape 

2.1 	 A fragmented and uneven climate Ɠnance ecosystem

The climate Ƽnance ecosystem is expanding rapidly. Annual ƽows reached USD 
1.9 trillion in 2023, with early estimates suggesting they will exceed USD 2 trillion 
in 20243. For the Ƽrst time, private Ƽnance surpassed USD 1 trillion, marking a 
26% increase driven by investment in clean energy, electric vehicles (EVs), and 
energy eƾciency (EE). 

Despite this growth, Ƽnancing remains fragmented and poorly aligned with the 
systemic transformation required under the Paris Agreement. Three persistent 
imbalances stand out: 

•	 Sectoral gaps: Nearly half of all mitigation Ƽnance goes to renewable energy, 
while high-emitting sectors such as industry, agriculture, forestry, and waste 
receive less than 10%. Weak business cases, high perceived risks, and com-

plex policy and institutional environments hinder private sector engagement 
in these areas.

•	 Geographic disparities: EMDEs receive a disproportionately small share of 
climate Ƽnance. In 2023, only 10% of total ƽows (USD 196 billion) went to 
these countries, with public actors providing 78% (USD 152 billion) of that 
amount. Mobilising private investment in EMDEs remains a major challenge. 

•	 Market bias: Most climate Ƽnance targets mature, revenue-generating proj-
ects, while early-stage interventions – such as policy reform, capacity and 
market development – receive limited support, even though they are essen-

tial for long-term transformation.

	

3 Climate Policy Initiative (2025, June 23). Global Landscape of Climate Finance 2025.

Global climate Ƽnance, involving a wide array of actors, is growing but 
remains uneven and siloed, limiting its potential for systemic impact. High-
emitting sectors and Emerging Markets and Developing Economies (EMDEs) 
are still underserved, creating space for catalytic actors.

1.	 Introduction

	 2.	 The Mitigation Action 
 Facility

3. 	 Private capital mobilisation

4. 	 From grants to guarantees

5. 	 Turning insights into action

6. 	 Conclusion
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2.2 	 The Mitigation Action Facility's evolution in a changing 
landscape

Since its launch in 2012 as the NAMA Facility, the Mitigation Action Facility 
has continuously evolved to meet the shifting demands and volatility of the 
global climate landscape. Moving beyond its initial mandate to pilot Nationally 
Appropriate Mitigation Actions (NAMAs) 4, the Mitigation Action Facility has 
grown into a strategic instrument for implementing Nationally Determined 
Contributions (NDCs) and supporting partner countries in meeting their 
commitments under the Paris Agreement.

The Mitigation Action Facility does not focus on isolated projects; instead, it 
targets systemic, transformational change with strong country ownership, 
requiring government endorsement for all funded initiatives. This strategic 
orientation has led to the introduction of three priority sectors selected for their 
high mitigation potential. These sectors not only account for the bulk of global 
emissions5 but also offer the greatest opportunities for leveraging enabling 
policy frameworks and private investment.

Energy:  

Accelerating the transition to clean power systems and energy 
eƾciency

Transport:  
Supporting carbon-neutral mobility and logistics solutions

Industry:  
Advancing industrial decarbonisation, particularly in hard-to-abate 
sectors

Major climate mitigation project development and implementation efforts 
consistently intersect with abrupt political and economic shocks (see Figure 2). 
This highlights that the Mitigation Action Facility’s complex, transformational 
projects are operating in an environment deƼned by systemic unpredictability, 
where external political swings directly compromise stable policy frameworks 
and long-term commitment essential for private sector mobilisation and project 
success. These forced alignments require ƽexibility and resilience to political 
shocks to ensure the project portfolio remains relevant and effective. With a 
track record of over 10 years, the Mitigation Action Facility demonstrates a 
crucial long-term commitment, allowing projects to be resilient to multiple global 
shocks during their extended implementation cycles. Figure 2 demonstrates 
that cycles of political and economic disruption are not exceptions, but rather 
the norm – a reality that climate action must be designed and Ƽnanced to 
withstand.

4 LTS International Ltd (2016, November 25) Mid-term Evaluation of the NAMA Facility. Final Report. 

5 IEA (2025, September). Breakthrough Agenda Report 2024.
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2.3 	 The Mitigation Action Facility’s value proposition 

The Mitigation Action Facility has established itself as a catalyst for initial, 
sector-wide decarbonisation in EMDEs. Unlike traditional grant programmes, 
its grant instruments provide an integrated model of Technical Cooperation (TC) 
and Financial Cooperation (FC), directly addressing market barriers. To ensure 
sustainability and a prudent exit from concessional Ƽnance, the Mitigation 
Action Facility’s grants are not intended for one-off spending, but rather for 
structuring robust Ƽnancial mechanisms that can be leveraged multiple times, 
guaranteeing access to long-term Ƽnancing for clean technology adoption in the 
highest-emitting sectors. 

Consequently, the Mitigation Action Facility’s value proposition rests on Ƽve 
pillars: 

1. High-leverage 
mitigation

Focuses exclusively 
on high-emitting 
sectors – energy, 
industry, and transport 
– to target the highest 
feasible potential for 
GHG reduction

2. Integrated delivery 
model

Drives sector-wide 
and scalable change 
by combining policy 
reform, technology 
adoption, capacity 
development, and 
innovative Ƽnancing 
in a single integrated 
delivery model

3. National 
ownership and NDC 
implementation

Guarantees 
sustainability by 
demanding full 
country ownership 
and NDC alignment. 
Every project is 
nationally endorsed 
and partner-driven 
to turn domestic 
climate ambitions 
into concrete action

4. Blended Ƽnance 
catalyst

Strategically 
deploys grants to 
structure Ƽnancial 
instruments that 
de-risk investments, 
successfully unlock 
private capital and 
prove viable green 
business models

5. Accelerated learning

Captures and shares 
knowledge across 
the entire project 
cycle, continuously 
disseminating lessons 
learned to amplify 
impact and drive 
systemic replication 
globally

2.4 	 A complementary role in the climate Ɠnance ecosystem 

The Mitigation Action Facility complements, rather than competes with, 
other climate Ƽnance institutions by Ƽlling critical gaps. Its comprehensive 
interventions often create the enabling conditions for larger-scale investments 
from MDBs (like DFIs), or commercial actors – bridging the gap between 
ambition and action. 

Unlike many Ƽnanciers that focus on large-scale infrastructure or mature markets 
(see Figure 3), the Mitigation Action Facility targets system-wide transformation 
in countries and sectors where the enabling environment is still emerging. It 
supports early adopters, strengthens policy and regulatory frameworks, and 
demonstrates scalable models where commercial Ƽnance is not yet viable. 

As public funding 
becomes increasingly scarce, 
the Mitigation Action 
Facility’s catalytic role 
remains highly relevant. With 
its adaptive model, pioneer-
ing initiatives, and commit-
ment to transformative 
change, it stands out as a 
credible and agile partner in 
advancing ambitious climate 
action.
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  Figure 3. The Mitigation Action Facility in comparison to other climate ܪnance actors6.

6	 The climate Ƽnance landscape mapping graph is not comprehensive and serves rather to highlight the Mitigation Action Facility’s position among other 
climate Ƽnance actors	

Demonstration 
and testing 

Preparatory and 
early-stage support 

Initial  
implementation

Growth and 
upscaling phase 

Commercial 
investments

Grants/TA

Concessional 
capital

(non-repayable 
+ TA)

Concessional 
capital

(repayable)

Commerical 
capital Commercial 

banks & private 
investors 

Other 
MDBs/DFIs, 

Philanthropies

Annual 
competitive 

Calls

Broad 
eligibility

Country-driven

Clear 
mitigation 
focus

Holistic 
approach 

(FC and TC)

EUR 60k – EUR 5m EUR 5m – EUR 25m > EUR 25m – EUR 100m > EUR 100m
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3.	Mobilising private capital for 
climate mitigation   

With more than a decade of experience in climate change mitigation, the Mitigation 
Action Facility has built a wealth of lessons, identiƼed persistent challenges, and 
highlighted key success factors to inform the design of future programmes and 
Ƽnancial instruments aimed at mobilising more private investment. This section 
provides an in-depth analysis of the Mitigation Action Facility’s project portfolio 
and highlights the pioneering work of its Implementation Organisations (IOs)7 in 
driving local green transformation. All recommendations and learnings presented 
here are drawn exclusively from the Mitigation Action Facility’s own experience.

3.1 	 Where ambition meets reality: pressures shaping climate 
impact

The Mitigation Action Facility operates in a highly complex environment 
shaped by systemic barriers across Ƽnancial, policy, technology, infrastructure, 
and institutions (see Figure 4). Many of these interconnected challenges lie 
beyond the Mitigation Action Facility’s direct control, but nonetheless deƼne 
the conditions for green transformation in partner countries. For instance, over 
80% of the target group has limited awareness of the beneƼts of promoted clean 
technologies, while more than 70% of project stakeholders are implementing 
those technologies for the Ƽrst time. In addition, the project portfolio is highly 
susceptible to political shifts, with at least half of the projects affected by 
changes in national climate policies. 

Operating 
environment

Macro-economic 
and political 
environment  

Policy and 
regulatory 

frameworks 

StakeholdersInfrastructure

FinanceTechnology

• Over 70% of partner countries are rated 
below investment grade

• More than 50% of projects saw a change 
in government during their lifecycle

• Projects have navigated multiple global 
crises (e.g., Covid-19, wars, sovereign 
crisis) during their implementation 

• Poor infrastructure is a 
typical challenge

• High costs for infrastruc-
ture are required, what 
makes the projects less 
attractive for private sector 
investment

• Over 50% of projects experienced significant 
impacts from shifts in national political agendas

• Every project necessitates either new policy 
development or policy adjustment

• Policy changes and developments are typically 
subject to prolonged timelines

• Limited stakeholder awareness and 
technical expertise is a challenge in 
over 80% of projects

• More than 70% of stakeholders are 
new to implementing this 
technology

• There is a misalignment between 
government budgets and the 
co-investment needs of the projects

• Limited access to capital markets, both 
domestic and foreign, with high financing costs  

• Absence of tailored green financial products 

• Low incentives and insufficient capacity within 
the financial sector to support climate finance

• High exposure to foreign currency risks, given 
promoted technologies need to be mainly 
sourced abroad

• While proven, all promoted 
technologies or business models, 
are still novel in the local context

• Roughly 30% of high upfront technology 
costs required financing from internal equity

• Technologies are characterised by an extended 
payback period

• The primarily imported nature of these technologies 
can lead to disrupted 
supply chains

 Figure 4. The Mitigation Action Facility’s complex and multi-dimensional operating environment8.

7	 A list of the IOs can be found in the appendix.

8	 The Ƽgures presented are results of the Mitigation Action Facility own assessment derived from 
	studies, interviews, and internal knowledge used for analysis in this paper.
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Addressing such challenges demands an adaptive, integrated, and holistic 
approach that goes beyond Ƽnance alone. Successful transformation requires 
systematically tackling policy, technological, infrastructural, and capacity-related 
barriers. 

As one Mitigation Action Facility partner observed: 

"[For true transformation] everything matters, yet nothing matters 
	individually. True progress requires more than Ƽnancing; it demands a holistic 
ecosystem of technical support, robust Ƽnancial mechanisms, institutional 
capacity development, and widespread awareness.”

The Mitigation Action Facility is among the few global climate Ƽnance actors 
offering such holistic support (see Chapter 2). However, it cannot act in 
isolation. Stronger stakeholder commitment, deeper strategic engagement, and 
consistent policy frameworks across partner countries are essential to attract 
private investment and accelerate transformation in priority sectors.

The following section illustrates how Mitigation Action Facility projects have 
responded to these challenges: mobilising private Ƽnance and driving systemic 
change by deploying blended Ƽnance approaches alongside technical support. 
The focus of the analysis in the subsequent chapters is on the Financial 
Cooperation and its instruments for the adoption of carbon-neutral technologies.

3.2 	 Blended Ɠnance in action: how concessional capital 
	unlocks private investment 

The Mitigation Action Facility uses concessional capital to mobilise and channel 
private sector investment into transformative climate mitigation projects9.  

As of June 2025, the Mitigation Action Facility has supported 60 projects, with 
43 projects included in this analysis10. These 43 projects represent a committed 
volume of EUR 682 million, including both FC and TC, either deployed or 
scheduled for deployment. Using the Convergence typology of Blended Finance, 
the Mitigation Action Facility’s portfolio is classiƼed across the four main blended 
Ƽnance structures. This demonstrates how concessional resources are applied 
ƽexibly and strategically to address the needs of target groups and unlock private 
investment for carbon-neutral technologies.

Projects funded by the Mitigation Action Facility typically combine blended 

Ƽnance structures, often deploying multiple instruments or tailoring the same 
instrument to different target groups. For example, one electric mobility project 
applies two guarantee instruments: one for demand-side actors (such as electric 
motorbike buyers), and another for supply-side actors (such as electric motorbike 
manufacturers), thereby addressing barriers along the entire value chain. 

9	 The Mitigation Action Facility uses the OECD DAC deƼnition of the private investment/ transactions, 
which consider “those investment undertaken by Ƽrms and individual residents in the reporting 
country from their own private funds”. This encompasses a broad spectrum of endeavours, 
including, but not restricted to, transactions carried out by banks, enterprises, pension funds, NGOs, 
charitable trusts, foundations, and various other private entities.  

10	 The remaining 17 projects are not included in the analysis as they were either not approved for 
	implementation or terminated and hence do not contribute to Mitigation Action Facility mobilisation 
targets. 

This raises a critical 
question: How can we create 
enabling environments 

capable of channelling the 
trillions required for effective 

climate action?  

 Figure 5. Mitigation Action Facility 
funding through the lens of blended 
.nance  approachesܪ

Mitigation Action Facility funding 
commitments

Source of mobilised private funding

* see next page

Financial Component

Structure 2*

Commercial debt/ 
equity

Debt/ equity

Concessional capital
EUR 271 m (40%)

Guarantee
EUR 138 m (20%)

Structure 1*

Technical Component

Structure 4*

Debt/ 
equity

TA Prep/ design grant

Debt/ equity

Structure 3*

EUR 273 m (40%)

18

https://www.convergence.finance/blended-finance


Structure 1: Concessional capital 

Concessional capital is among the most popular instruments in the total portfolio by volume, followed by TC 
instruments. Within this category, CAPEX grants dominate, followed by concessional loans, price subsidies, and 
other grant types. These instruments are commonly blended with commercial debt or equity contributions from 
private sector partners. 

The prominence of concessional capital, particularly grants, can be attributed to its scarcity relative to other 
catalytic funding and its relatively straightforward implementation compared with more complex instruments like 
guarantees. It is particularly effective in reducing high upfront costs and down-payment requirements, thereby 
lowering overall funding needs and Ƽnancing costs for green technologies. 

The energy sector accounts for 44% of all concessional capital deployments, reƽecting the sector’s signiƼcant 
weight in the overall portfolio.

Structure 2: Guarantee

Guarantees have been deployed across 17 projects – most of which are in the early stages of implementation, 
indicating increasing market traction. The initially lower uptake of guarantees compared to concessional capital 
may be explained by the stronger appeal of direct subsidies, the more complex set-up and management of 
guarantees, and a general lack of familiarity with guarantee mechanisms among project proponents. 

Guarantees primarily aim to mitigate perceived or actual credit risks, especially in markets where target groups 
are vulnerable, business models remain unproven, or the uptake of low- and carbon-neutral technologies is 
uncertain – conditions frequently found in Mitigation Action Facility projects.  Once again, energy projects 
dominate this category, accounting for 51% of the total guarantee volume. 

Structure 3 and 4: TA and preparatory/ pre-design grants 

These instruments are implemented across the portfolio and are always combined with Mitigation Action Facility 
Ƽnancial component instruments (TA projects are not funded). While these grants (which also cover project 
management costs) typically do not directly mobilise private capital, they are critical enablers for investment 
readiness and project development:

1.	 TA has been used for energy audits, awareness campaigns, capacity development, and regulatory support 
to improve the enabling environment. 

2.	 Preparatory and pre-design grants have helped develop bankable project proposals, Ƽlling a gap where the 
private sector often lacks the capacity or incentive to Ƽnance early-stage development work.

Although the report does not focus on these TA instruments with regard to their role in direct private capital 
mobilisation, the Mitigation Action Facility may consider ways to enhance their leverage potential in the future. 
This could include:

•	 Introducing minimum co-Ƽnancing requirements for TA, where appropriate.

•	 Structuring certain TA grants as partially or fully repayable, for instance contingent on project proƼtability or 
successful third-party Ƽnancing.
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To assess private capital mobilisation, only completed projects (10) and projects 
approved or in implementation (19) are considered. Projects still in preparation 
(DPP) are excluded from this analysis, as they do not yet have Ƽnal private 
Ƽnance mobilisation targets.

It is important to distinguish between mobilised and catalysed Ƽnance. Mobilised 
(or leveraged) Ƽnance refers to funds directly attracted through FC instruments 
during the project’s lifetime, while catalysed Ƽnance denotes additional resources 
indirectly leveraged through TA. The Mitigation Action Facility focuses on 
mobilised Ƽnance, in line with its Monitoring and Evaluation (M&E) Framework. 
The Mitigation Action Facility has signiƼcantly leveraged its FC instruments 
through its 10 completed projects, achieving a multiple of 8.3x in private sector 
leverage11. The targets for the 19 projects approved or in implementation are set 
high as well (see Figure 6). 

Among completed projects, Thailand Refrigeration and Air Conditioning 
(Industry) and Mexico Housing (Energy) are standout performers in leveraging 
the Mitigation Action Facility’s funding. As such, they are examined in detail 
to highlight the factors behind their strong private sector mobilisation (see 
Showcases Thailand and Mexico). While maintaining a strong focus on creating 
a conducive environment, the Mitigation Action Facility sees an increasing need 

to develop sustainable Ƽnancial mechanisms with clear exit strategies from 
concessional Ƽnance that will unlock private investment at scale and continue 
to Ƽnance climate mitigation initiatives beyond the project’s lifetime.

11	 Financial private sector leverage is total mobilised private funding during the project lifetime in 
relation to Mitigation Action Facility FC funding.

 Figure 6. Top 5 projects with the highest leverage achieved and leverage targets.

Completed projects Projects in implementation or approved

Leverage 
target 

7x

Leverage 
achieved  

8.3x

T
o

p
 5

Mexico 
Housing

Thailand 
Rice

Costa Rica 
Coffee

Colombia 
Refrigeration 

Thailand 
RAC

T
o

p
 5

Mexico SME 
Energy Efficiency

Costa Rica 
Green Hydrogen 

Rwanda 
E-Mobility

Philippines Tidal 
Stream

Nepal Electric 
Transport
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SHOWCASE

 Cooling down emissions,  heating up 
 investment 
How concessional loans drove Thailand’s green Refrigeration and Air-Conditioning 
 transformation

Project title Thailand Refrigeration and Air Conditioning (Thai RAC)

Sector Energy

Mitigation Action  
Facility funding

EUR 14.7 million
Financial component : EUR 8.3 million 
Technical component: EUR 6.4 million

FC instrument   Concessional loans and grants for the establishment of 
production and the market introduction

Total leverage  
achieved

EUR 143 million (10x leverage) mobilised from the private 
sector

Exit strategy The Cooling Innovation Fund was established from loan 
repayments (all producers repaid their loans before the 
project end) to continue Ƽnancing a market transformation 
towards green cooling technologies using natural 
refrigerants. In this way, the project has ensured continuous 
access to Ƽnance for green transformation.

The challenge  
Thailand’s RAC sector, one of the world’s largest, was 
a major contributor to fast-rising F-gas emissions, with 
emissions increasing by 137% annually between 2001 
and 2004. Clean alternatives using natural refrigerants 
were virtually absent due to regulatory and safety 
concerns, lack of awareness, and neither demand nor 
supply of green cooling products.

The response  
To address these barriers, the project adopted a multi-
instrument approach:

•	 TA to reform safety regulations and raise awareness

•	 Targeted grants for R&D, testing infrastructure, and 
training centres

•	 Concessional loans to de-risk early investment in 
production and market roll-out

Implementation was channelled through EGAT 
(Electricity Generating Authority of Thailand, national 
electricity utility), which brought sector knowledge, 
credibility, and operational capacity to reach 
manufacturers directly.

The strategy  
Design stage engagement 	
Close coordination with manufacturers, government 
agencies, and EGAT to align interests 

Wide outreach and market stimulation	
EGAT launched open calls to select recipients through 
transparent processes

Clear loan conditionality	

Recipients passed Ƽnancial beneƼts to consumers 
(e.g., discounted payment terms or credit card 
	Ƽnancing)

Tailored support – Covid-19 resilience	
Loans helped Ƽrms enter the market and stay aƽoat 
during shocks

Capacity development
Grants strengthened training and testing infrastructure, 
mainstreaming green cooling
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The results   
Within Ƽve years, concessional Ƽnancing enabled a systemic shift: 

•	 EUR 143 million in total private investment mobilised

•	 Green cooling market emerged in a previously stagnant sector

•	 Eight manufacturers (market share over 20 %) received production support

•	 New market channels enabled through partnerships between EGAT, manufacturers, and commercial banks

•	 Thailand positioned itself as a global leader in climate-friendly cooling technologies

Success factors How it worked in the Thai RAC project

Strong partnerships and 
aligned interests

Coordination across ministries (energy, environment), EGAT, and industry players 
ensured early buy-in and a shared vision: meeting NDC targets, boosting energy 
eƾciency, and strengthening export competitiveness.

Effective governance 
and transparency

EGAT, as a fund manager, ensured a credible, eƾcient structure with clear loan 
criteria. Oversight was maintained through a Joint Board, and outcomes tracked 
via the Mitigation Action Facility’s impact measurement system.

Clear rationale for 
additionality

The project Ƽlled a critical market gap. At baseline, there were no commercial 
green RAC products in Thailand, due to safety concerns and lack of consumer 
demand.

Balanced risk allocation The Mitigation Action Facility provided early-stage capital to absorb regulatory 
and technical risks, while the private sector invested in adapting and launching 
new production lines.

Standardisation & 
aggregation for scale

Working with multiple manufacturers helped build green product standards, 
enabling broader market uptake and anchoring a new green cooling ecosystem.

  � The Thai RAC case illustrates that concessional loans can catalyse market creation – not just crowd in 
capital. When paired with grants, regulatory reform, de-risking of  Ƽrst-mover investment, and strong local 
institutions like EGAT, concessional Ƽnance becomes a powerful engine for systemic change and critical for 
replication elsewhere. 
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 Building resilience and markets  
How CAPEX grants drove Mexico’s carbon-neutral housing transformation

Project title Implementation of the Sustainable Housing NAMA in Mexico  
(Mexico Housing) | Project video

Sector Energy

Mitigation Action 
	Facility funding

EUR 14 million
Financial component : EUR 10 million
Technical component : EUR 4 million

FC instrument CAPEX grants where new eco-housing projects deliver at least a  
20% reduction in the expected GHG emissions

Total leverage  
achieved

EUR 100 million (7x leverage) mobilised from the private sector

Exit strategy The project was embedded in the broader EcoCasa Programme, 
which continues through several Ƽnancing windows. By project 
closure in 2021, revolving KfW and IADB funds and a new EUR 
120 million KfW–SHF loan ensured Ƽnancial continuity, while SHF 
advanced its sustainability-oriented business model and SME 
support. The project’s TC and FC activities established certiƼcation 
schemes, capacity, and awareness that continue to shape Mexico’s 
sustainable housing sector.

The challenge  
Mexico’s residential sector, particularly the affordable 
housing market, faced structural barriers to adopting 
carbon-neutral construction practices. Eco-
technologies were seen as costly and high-risk by small 
and medium-sized developers, and supply chains were 
underdeveloped. Meanwhile, the Covid-19 pandemic 
exacerbated Ƽnancial pressures and disrupted housing 
supply.

The response  
The project deployed CAPEX grants, as direct 
investment subsidies for SMEs to enable carbon-
neutral construction. These grants were strategically 
combined with KfW (German development bank) loans 
and TA, enabling developers to adopt eco-technologies 
while ensuring liquidity and business continuity during 
the pandemic.

The National Housing Commission (CONAVI) 
implemented the grants, while the Federal Mortgage 
Society (SHF) and local Ƽnancial institutions provided 
complementary Ƽnancing.

The strategy  
Direct CAPEX support	
Grants covered a portion of higher upfront costs for 
eco-technologies and eƾcient building components 
(e.g., insulation, solar water heaters)

Streamlined access for SMEs	
SimpliƼed grant disbursement mechanisms and 
targeted outreach facilitated SME participation

Covid-19 resilience	
As construction activities halted and interest from 
developers declined, project budgets within the FC 
component were reallocated to Ƽnance targeted 
marketing strategies. These included outreach 
campaigns and awareness-raising efforts aimed at 
reviving demand among housing developers and 
encouraging uptake of the carbon-neutral housing 
scheme

Capacity development	
Developers received technical support to understand, 
adopt, and later independently implement carbon-
neutral housing (LCH) standards

Policy alignment

The programme strategically embedded LCH features 
into Mexico’s national housing policy framework, 
aligning with EcoCasa and strengthening institutional 
coordination

SHOWCASE
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The results   
Within Ƽve years, CAPEX grants helped achieve: 

•	 Over 6,000 energy-eƾcient homes built

•	 EUR 100 million in total investment mobilised

•	 Participation by SMEs (developers) increased during the pandemic

•	 New suppliers entered the eco-construction market, bringing down housing prices

•	 Developers began to independently adopt LCH standards after seeing beneƼts

•	 Integration with EcoCasa enabled sustained LCH market development

Success factors How it worked in the Mexico Housing project

Enhanced SME engagement & 
cash ƽow management

CAPEX grants offered direct liquidity to SMEs, which was critical during 
Covid-19, enabling loan coverage and continued operations. Timely 
payments and simple procedures encouraged formal engagement with 
the Ƽnancial system.

Catalytic market development 
for eco-technologies

By reducing upfront investment barriers, the grants stimulated demand 
for sustainable materials, encouraged the entry of new suppliers, and 
improved affordability through increased competition.

Capacity development and 
independent adoption

Demonstration of scalable projects and technical support showed 
developers the tangible beneƼts of LCH. Many began voluntarily including 
energy-eƾcient features in their projects to gain a market edge.

Integration with national 
housing programmes – 
standardisation 

Deep alignment with EcoCasa and SHF priorities helped institutionalise 
LCH. The programme fostered stronger inter-agency collaboration, 
improved certiƼcation systems, and laid a foundation for mainstreaming 
energy-eƾcient housing.

 Mexico’s housing project shows how CAPEX grants, when well-targeted and embedded in a broader policy and 
Ƽnancing ecosystem, can go far beyond direct subsidies – they unlock markets, empower SMEs, and enable 
behavioural shifts among developers. The right combination of liquidity, learning, and alignment with national 
programmes ensured not just short-term construction, but long-term transformation.

What would have happened without CAPEX grants?
Without this dedicated support, traditional houses would have continued to be built instead of energy-	eƾcient, 
carbon-neutral homes. The CAPEX grants were thus essential in shifting the default construction model, 
serving as a catalyst for sustainable building practices that would not have emerged under business-as-usual 
conditions.
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3.3 	 Learning from success: accelerating private investment

Across its portfolio, the Mitigation Action Facility has identiƼed a set of success factors for the deployment of blended 
Ƽnance structures. These insights, summarised in the table below, conƼrm that large-scale private investment can be 
mobilised in underserved regions and sectors when the right enabling conditions are in place.

Success factors Learnings Recommended approaches

Building strong  

	partnerships and 
aligning interests 

from the outset

•	 Identifying the right partner with 
technical, Ƽnancial, and contextual 
expertise is critical

•	 Early understanding of stakeholders’ 
strategic interests fosters buy-in and 
sustains motivation throughout the 
project timeline

•	 Synchronising project cycles supports 
smooth coordination

•	 Bridging language and expectation 
gaps between technical and Ƽnancial 
stakeholders

•	 Select partners not just based on 
their technical capabilities, but 
also for their networks and local 
presence

•	 Involve all key stakeholders during 
project design to build ownership 
and reduce future friction

•	 Actively engage future investors 
early to build conƼdence and deƼne 
early commitments

Effective governance 

and transparency
•	 Understanding clear market rules is 

key for long-term alignment

•	 Involving the private sector early 
ensures understanding of their 
conditions and streamlines later 
stages

•	 Partnering with trusted local actors 
boosts project credibility

•	 Fostering trust through transparent 
and eƾcient M&E and fund 
management

•	 Develop, with the private sector, 
legal frameworks to deƼne roles 
early in the project life cycle

•	 Build on existing structures and 
processes (where applicable) 
to avoid project implementation 
delays

•	 Align new instruments with national 
priorities for implementation 
success

•	 Allow adequate time buffers for 
setting up project structures

Clear rationale for 

additionality

•	 Demonstrating catalytic and additional 
effects through blended Ƽnance

•	 Mapping donor and government 
initiatives in the country helps avoid 
redundancy

•	 Having clear exit strategies and the 
engagement of follow-on investors in 
place for scaling

•	 Promote coordinated donor action 
to enhance effectiveness and 
reduce overlap

•	 DeƼne timelines for phasing out 
concessional capital from the 
beginning

GUIDANCE FOR BLENDED FINANCE STRUCTURES
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Success factors Learnings Recommended approaches

Balanced risk 
	allocation and risk 
mitigation among 

stakeholders

•	 Co-Ƽnancing by value chain 
stakeholders signals their 
commitment

•	 Tailoring and balancing risk allocation 
among stakeholders to avoid over-
subsidisation

•	 Designing Ƽnancial instruments to 
provide incentives without de-risking 
beyond what is needed

•	 Understanding and addressing 
misconceptions among stakeholders 
about novel technologies for co-
Ƽnancing commitments are necessary 

•	 Apply step-down approaches to 
concessionality to gradually reduce 
donor dependency (e.g., smaller 
guarantee coverage after the Ƽrst 
year of project implementation)

•	 Engage indirect value chain 
actors to share risk and broaden 
ownership, such as solar PV 
distributors, investing in EV 
charging stations

Standardisation and 
aggregation for scale

•	 Reƽecting local Ƽnancial practices to 
boost engagement

•	 Recognising green product standards 
and regulation to drive uptake

•	 Leveraging partners’ outreach 
networks enhances visibility and 
uptake

•	 Clustering and aggregating reduce 
transaction costs and improve 
eƾciency

•	 Streamlining implementation and 
scaling through digital tools

•	 Standardise and label green 
products to fast-track adoption

•	 Align Ƽnancial products as closely 
as possible with existing Ƽnancial 
products and processes to reduce 
workload and increase the Ƽnancial 
sector involvement

•	 Communicate the pipeline and 
market size clearly – ticket sizes 
(individual or aggregated) must 
be large enough to attract local 
commercial Ƽnanciers

•	 Use digital solutions for eƾciency 
gains

•	 Aggregate demand across similar 
actors to create viable investment 
volumes

From tailored risk-sharing and results-based incentives to digital tools and demand aggregation, the Mitigation Action 
Facility’s experience shows that blended Ƽnance must go beyond funding. It should not only strategically de-risk 
investments but also simplify processes and connect actors along the value chain. 
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3.4 		 A private investor’s view: what it takes to attract private 
capital 

There is a structural mismatch between what global Ƽnance12actors typically 
seek – stable, high-return, liquid, large-scale investment in low-risk environments 
– and the characteristics of many climate mitigation projects funded by the 
Mitigation Action Facility in EMDEs (see Figure 7). These often involve higher 
perceived risks, below-market returns, longer payback periods, and limited 
liquidity. This disconnect underscores the catalytic role of concessional capital. 

The Mitigation Action Facility’s funding not only Ƽlls Ƽnancing gaps but also acts 
as a risk buffer, enabling mechanism, and market signal. 

12	 Global Ƽnance refers to commercial private investors such as individuals, corporates, banks, pen-

sion funds and other institutional investors. 

Global finance requires

• High market returns

• Liquidity/predictable cashflow

• Regulatory constraints (e.g., risk limits)

• Short to mid-term maturities

• Stable investment environment 
(political/ economical)

• Focus on developed, high-income 
countries�

• Efficient resource allocation, pooling 
and bigger ticket sizes 
(e.g., EUR 50 million onwards)

• Efficient and standardised processes

• Familiarity with financial products 

• Preference for hard currency�

Projects require 

• Patient/ long-term capital

• Below market financing costs

• Illiquid by nature

• Higher risk perception (alternative 
investments/ emerging markets are 
perceived riskier)

• Focus on developing, low/ mid income 
countries�

• Smaller tickets (incl. absorption 
capacity)

• FX risks involved�

A risk buffer to attract global finance 
to otherwise inaccessible markets/ 
sectors

Long-term/perpetual funding that 
makes business models more 
attractive 

Zero or below-market returns that 
improve risk/return profile of smaller 
or less attractive investments

TA that de-risks investments via 
policy development, governance and 
capacity building

Multiplier and aggregation enabler 

Accelerate climate and social 
inclusion agenda 

Mitigation Action Facility 
– Concessional capital

 Figure 7. Global ܪnance12 requirements vis-à-vis the needs of projects funded by the Mitigation Action Facility.
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Three consistent recommendations emerge as critical for attracting private 
capital13:

1.	 Strengthen the enabling environment and ensure certainty: Long-term 
investor interest depends on stable, predictable regulatory frameworks. 
The Mitigation Action Facility’s TA funding plays a vital role by supporting 
policy development, governance, and institutional capacity. These 
measures reduce perceived risks and increase the ‘bankability’ of projects. 
Government ownership and commitment are essential, signalling long-term 
reliability to private actors.

2.	 Tailor Ƽnancial products and processes – but keep them simple: Large 
investors value eƾciency and familiar processes, while EMDEs often face 
complex regulatory and administrative environments. Financial products 
must balance investor needs with local feasibility. Partnering with local 
implementing partners that understand Ƽnancial sector standards and due 
diligence processes is often critical. 

3.	 Aggregate demand and maximise multiplier effects: Small-scale climate 
projects are often unattractive to major investors due to small investment 
amounts, high transaction costs, and low returns. Aggregating smaller 
initiatives – across regions, sectors, or through digital tools – makes them 
more investable and increases impact (see the following case study). 

Figure 8. Unlocking private investment: from foundations to transformation based on the 
Mitigation Action Facility’s experience.

13	 Insights from the Mitigation Action Facility’s case studies, interviews with private investors, and wider 
blended Ƽnance practice.

Impact

Key enablers

Foundation

• Mobilised private finance  
• Climate mitigation at scale  
• Market transformation

• Enabling environment (policy, 
governance, capacity)  

• Aggregation/multiplier effects  
• Tailored financial products 

• Public concessional finance  
• Technical assistance  
• Stakeholder engagement

GUIDANCE TO ATTRACT PRIVATE CAPITAL
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Decarbonising SMEs in Indian industries 
How aggregation and digitising Ɠnance aim to accelerate SME green investment

Project title DeepDC: Decarbonising of selected industrial 
clusters in India (India Industrial Clusters) –  
in preparation 

Sector Industry

FC Instrument Results-based grants (via digital platform)

Mitigation Action  
Facility funding  

EUR 22.7 million 

Financial component EUR 15.1 million 

Technical component EUR 7.6 million 

Expected total  
leverage

EUR 100 million of investment from SMEs

The challenge  
Small and medium-sized enterprises (SMEs) form the 
backbone of India’s industrial sector but often lack the 
capacity, capital, and conƼdence to invest in energy 
eƾciency. Despite the availability of standard carbon-
neutral technologies, adoption remains low due to 
perceived risks, high transaction costs, inertia, and 
limited access to tailored Ƽnancial solutions.

The response  
To tackle this challenge, the project introduces a 
novel approach by streamlining SME demand across 
six industrial regions and linking them to Ƽnance 
through the Net-Zero Platform: a digital tool that 
enables pipeline aggregation, eligibility screening, and 
simpliƼed access to grants and loans.

The initiative is implemented in close cooperation 
with the Ƽnancial sector and Business Membership 
Organisations (BMOs), such as chambers of 
commerce, to effectively reach and support SMEs, 
regardless of size or certiƼcation level.

The strategy  
Pilot projects	
First movers receive a higher grant rate, demonstrating 
the business case for decarbonisation through real-life 
examples.

Digital enablement	
The Net-Zero Platform standardises energy 
assessments, simpliƼes bank processes, and 
enhances transparency for all actors.

Results-based Ƽnance	
Grants are disbursed only upon veriƼed GHG emission 
reductions and are accessible only to SMEs using 
loans from pre-approved Ƽnancial institutions.

Technology neutrality, quality assurance	
The project promotes nine standard mitigation 
technologies, working only with vetted, eƾcient, and 
future-proof equipment providers.

The results     
(approach-focused as project is still in the preparation stage)

•	 1,200 SMEs targeted across six clusters

•	 1.47 MtCO2e GHG reduction expected

•	 Pilots underway to prove commercial viability

•	 Streamlined process for banks to assess green 
	eligibility

•	 Scalable model combining aggregation and digitisation 
for replication

SHOWCASE
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Success factors – expected How it works in the India Industrial Clusters project

Demand aggregation via 
 industrial clusterst

Clustering SMEs around shared technological needs helps create 
suƾcient investment volume for lenders and suppliers, reducing 
transaction costs and improving Ƽnancing terms. BMOs act as trusted 
intermediaries.

Digital platform integration
The Net-Zero Platform acts as a one-stop-shop for SMEs, consultants, 
and banks. It standardises assessments, generates eligibility reports, 
and connects users to Ƽnancing options.

Dedicated user interfaces

The platform tailors functionality for different users: SMEs (‛Green 
Checker’), consultants (report automation), and banks (PDF eligibility 
reports). This improves usability and reduces friction across the 
Ƽnancing chain.

Results-based incentives 
Only SMEs that both use loans and deliver veriƼed emission reductions 
receive grants – ensuring environmental integrity and Ƽnancial 
discipline.

Private sector  engagement
The approach unlocks Ƽnancing by making decarbonisation more 
‛bankable’ and scalable, particularly for a sector (SMEs) that is historically 
underserved by climate Ƽnance mechanisms.

 � The India Industrial Clusters project demonstrates the power of digital tools in making green Ƽnance accessible, 
veriƼable, and scalable. By combining demand aggregation with platform-based transparency and automation, the 
project reduces risk and complexity – two key barriers to SME and bank engagement. While still in the design stage, 
this approach offers a blueprint for digitally-enabled, private sector-driven industrial decarbonisation in emerging 
economies based on digital tools.

"The Net-Zero Platform is not only for Ƽnancial 
assessment; it will also include a checkpoint and other tools to 
provide technical advisory [...] via chatbot and other functions 
for easy company access. The idea is to maintain this platform 
after the project, as we are conƼdent there will be enough interest 
from development Ƽnance institutions and commercial banks 
to keep this tool, since it simpliƼes their operations signiƼcantly.
There are three user groups: consultants, SMEs, and banks. 
Consultants use the expert interface to produce standardised 
energy eƾciency reports. SMEs use the ‘Green Checker’ to 
explore investment opportunities and check eligibility for grants. 
Banks use the platform to verify eligibility, generate a PDF, and 
attach it to the loan application - this proves the investment 
qualiƼes under the grant mechanism.
This structure enables demand aggregation, reduces transaction 
costs, and makes investment in decarbonisation easier to sell 
at the bank branch level.”

Christiane Beck,  
Project Director of the India  Industrial 

 Clusters project, Head of Unit International 
Donors  Coordinator EU Grants at  

sequa gGmbH
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CASE STUDY

Enabling green mobility in Cabo Verde  
How smart incentives and public-private partnerships accelerate EV adoption beyond the 
project’s lifetime 

Project title Promotion of Electric Vehicles in Cabo Verde  
(Cabo Verde Electric Vehicles, ProMEC) 

Sector Transport

Mitigation Action 
	Facility funding

EUR 7.4 million 
Financial component : EUR 4.5 million
Technical component : EUR 2.9 million 

FC instrument Price subsidies 

Total leverage  
achieved

EUR 7.6 million (1x leverage) mobilised from the private sector In addition: 

	 Public-private charging network: concession agreement with a private 

company to implement 40 public EV charging stations

	 Expansion of charging network beyond the project lifetime: an additional 

50 EV charging stations, invested in by a solar distributor company

The challenge
Cabo Verde’s ambition to reach carbon neutrality by 2050 
requires transforming its transport sector, which remains 
heavily dependent on fossil fuels. Despite high renewable 
energy potential, the uptake of electric vehicles (EVs) was 
limited due to high upfront costs, inadequate infrastructure, 
and limited market conƼdence. A systemic shift required 
enabling conditions, strategic incentives, and strong 
partnerships.

The response 
The ProMEC project set the foundation for Cabo Verde’s 
electric mobility transition by tackling policy, market, and 
capacity barriers simultaneously. It introduced a transparent 
EV rebate programme for private consumers, companies, 
and public institutions, partnered with a private operator to 
roll out public charging infrastructure across all inhabited 
islands, and built up local technical expertise.

The rebate scheme reduced upfront costs for vehicles 
and private chargers, while requiring local procurement – 
strengthening conƼdence in domestic car dealerships and 
improving service availability. A concession agreement with 
TECV, a private subsidiary of renewable energy provider 
Águas Ponta Preta, enabled the deployment and independent 
expansion of more than 50 public charging stations, beyond 
the project’s original scope.

Municipalities like Santa Cruz and São Miguel adopted EVs 
in public ƽeets, and training centres like CERMI and CEFPV 
upskilled local workers for EV maintenance and charging 
infrastructure deployment. A national communication 
campaign reinforced consumer trust and public buy-in.

The strategy 
ProMEC showcases how a comprehensive public-private 
approach can unlock investment and demand for green 
transport. The project created the conditions for Ƽrst-mover 
private actors to test new business models and scale them 
independently, while building long-term market conƼdence 
through transparency and local partnerships.

Smart market incentives	

The rebate programme incentivised EV and charger 
purchases by both individuals and businesses, covering 
a signiƼcant portion of upfront costs and requiring local 
sourcing to stimulate the domestic market.

Infrastructure through private concession	

A concession agreement enabled TECV to install and 
operate public chargers nationwide. Leveraging its technical 
expertise and commercial interest, TECV expanded 
operations beyond project scope – a strong sign of market 
conƼdence.

Public sector leadership	
Municipalities adopted EVs for their own ƽeets and 
supported public charger rollout, showing leadership and 
creating visible use cases

Local capacity development
Partnerships with training centres ensured local technicians 
could install, maintain, and repair EVs and charging 
infrastructure – making the transition sustainable.

Transparent communication
Nationwide awareness campaigns reduced consumer 
uncertainty and signalled institutional commitment to 
the EV shift.

SHOWCASE
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The results  
Price subsidies and TA, including infrastructure grants:

•	 Mobilised strong private sector participation, with approx. 48% 
of rebate requests coming from private actors  
(as of July 2025)

•	 Facilitated independent expansion of public charging stations 
(now more than 50) by a private concessionaire

•	 Triggered new EV market offerings, with dealerships importing 
a wider range of EVs in response to demand

•	 Created a skilled local workforce through training programmes

•	 Strengthened trust and demand through coordinated 
	communication and transparency

Success factors How it worked in the ProMEC project

First-mover incentives Rebates covered a portion of costs, lowered entry barriers, and stimulated 
early market uptake.

Infrastructure via 
 concession

A private company independently scaled up public charging beyond the 
project.

Municipal leadership Local governments led by example, investing in EV ƽeets and charging points.

Local capacity Training institutions helped build the skills for EV maintenance and charger 
deployment.

Transparent processes Reliable timelines and clear eligibility criteria for rebates built consumer and 
investor trust.

 � The Cabo Verde Electric Vehicles project demonstrates how a strategic mix of policy support, market incentives, 
and local partnerships can stimulate early adoption of electric mobility in small island contexts. By reducing entry 
barriers and anchoring private sector participation through clear, mutually beneƼcial roles, the project helped catalyse 
a national EV transition. The model could be further strengthened by tailoring Ƽnancing schemes to operators’ needs 
(e.g. leasing or pay-as-you-go) and expanding electriƼcation to taxis and public transport.

”ProMEC has been a catalyst not only in accelerating electric 
	mobility in Cabo Verde, but also in building the private sector’s conƼdence 
to invest beyond the project’s original scope. TECV, for instance, expanded 
its operations through new investment and strategic partnerships, driven by 
credibility and visibility generated by the initiative.”

Randi Cardoso Graça,  
Technical Director, Trações Elétricas de Cabo Verde (TECV)

Satellite image with pins mapping the expansion of 
 charging stations across Cabo Verde.
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4.	From grants to guarantees: 

tailoring Ƽnancial instruments for 
NDC implementation  

The Mitigation Action Facility’s FC portfolio amounts to EUR 410 million and is 
structured around three main Ƽnancial instruments14: grants (51%), guarantees 
(34%), and concessional loans (15%). Grants are primarily utilised as CAPEX 
grants blended with equity or commercial debt. Demand for guarantees is rising, 
which is a powerful trend we expect to continue. The Mitigation Action Facility is 
strategically modelled to ensure its instruments have clear exit strategies from 
concessional Ƽnance. Its core mission is to de-risk climate mitigation projects 

in ODA-eligible countries, thereby catalysing and mobilising subsequent private 
sector investment beyond the project’s lifetime.

4.1 	 	Leveraging grants: the predominant Ɠnancial instrument

Grants dominate the Mitigation Action Facility’s portfolio, with over EUR 209 

million (51% of total) committed across 30 projects. Projects may receive grants 
for distinct purposes, with CAPEX (Capital Expenditure) grants being the most 
widely used (78% of total grants).

 

Figure 9. Types of grants and their sector allocation in the Mitigation Action  Facility-funded 
projects.

14	 The percentages presented here differ from those presented in the blended Ƽnance approach 
	overview (Figure 5) as the latter includes the technical component portfolio.
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tailoring Ƽnancial instruments for 
NDC implementation  

The Mitigation Action Facility’s FC portfolio amounts to and is 
structured around three main Ƽnancial instruments : grants (51%), guarantees 
(34%), and concessional loans (15%). Grants are primarily utilised as CAPEX 
grants blended with equity or commercial debt. Demand for guarantees is rising, 
which is a powerful trend we expect to continue. The Mitigation Action Facility is 
strategically modelled to ensure its instruments have clear exit strategies from 
concessional Ƽnance. Its core mission is to de-risk climate mitigation projects
in ODA-eligible countries, thereby  subsequent private 
sector investment beyond the project’s lifetime.

4.1 	 	Leveraging grants: the predominant Ɠnancial instrument

Grants dominate the Mitigation Action Facility’s portfolio, with over 
million (51% of total) committed across 30 projects. Projects may receive grants 
for distinct purposes, with CAPEX (Capital Expenditure) grants being the most 
widely used (78% of total grants).

 Types of grants and their sector allocation in the Mitigation Action  Facility-funded 
projects.

	 The percentages presented here differ from those presented in the blended Ƽnance approach 
	overview (Figure 5) as the latter includes the technical component portfolio.

CAPEX grants

Results-based 
grants (RBG) 

Rebate 
schemes 
and price 
subsidies� 

Other grants

• Represent 78% of the total grant portfolio, with total volume 
of EUR 163 million across 21 projects

• The popularity stems from their scarcity (hard to obtain), 
simplicity, easy implementation and effectiveness in 
addressing financing/investment barriers

• Represent 9% of the total grant portfolio, with total volume 
of EUR 18.2 million across three projects

• They are used or to be used by India Industrial Clusters 
(in preparation), Mozambique Waste Management and Costa 
Rica Coffee 

• Incentives are directly linked to: GHG emission reductions 
(India), tons of waste recycled (Mozambique), shade tree 
planting (Costa Rica)

These grants require considerable administrative 
capacity for programme management and robust MRV 
systems.

• Represent 12% of the total grant portfolio, with total volume 
of EUR 10.4 million

• Examples include grants for pipeline and project development, 
overlapping  with TC

• Respond to the growing demand for non-financial support in 
early-stage project development, such as feasibility and 
technical studies, energy audits 

• Key challenge: while private actors often hesitate to invest in 
early preparation, such studies are crucial to unlock finance 
from banks 

These grants typically do not directly leverage 
additional funding and are therefore categorised under 
the TC, not FC

• Represent 7% of the total grant portfolio, with total volume 
of EUR 12.2 million across three projects

• They are largely used in the transport sector projects such as 
Cabo Verde Electric Vehicles and Rwanda E-Mobility, but are 
also considered in South Africa Steel (in preparation) 

Effective for reducing high input costs (e.g., green 
hydrogen) or retail prices (e.g., e-vehicles)

Relatively easy to implement; can significantly accelerate 
green technology adoption if well-targeted. Gradual 
phase-out is recommended to ensure sustainability�

In the following section, we focus only on CAPEX grants, as they are the most 
prominent grant type in the portfolio.

GRANTS 
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CAPEX GRANTS CAPEX grants as a pioneering tool with multiple use cases

All Mitigation Action Facility projects using CAPEX grants are pioneering 
initiatives in their local markets. By absorbing early risks, these grants aim to 
create viable markets, paving the way for scale-up and follow-on investment by 
other Ƽnanciers and private investors (see Figure 10). 

Typical challenges addressed by CAPEX grants include:

1.	 Low attractiveness due to uncertain business models (e.g., longer 
payback periods) and volatile cost structures (e.g., input prices),

2.	 High upfront cost of clean technologies, 

3.	 High Ƽnancing costs associated with EMDEs,

4.	 Limited Ƽnancial capacity of target groups (e.g., MSMEs), 

5.	 Weak or unstable policy and regulatory frameworks.

The energy sector is the largest recipient of CAPEX grants, reƽecting both its 
dominance in the Mitigation Action Facility portfolio and the persistence of 
fossil fuel subsidies in many countries. Such subsidies, often entrenched for 
decades, are politically popular but hinder clean energy adoption and are diƾcult 
to dismantle due to institutional inertia and vested interests.

1.	 Introducing clean technologies to target groups  
(see Figure 10, Column 1 ‘First-time Users’)

As shown in Figure 10, many projects target small entrepreneurs, farmers, SMEs, 
and low-income households in the energy sector (Column 1). This group often 
lacks awareness of clean technology beneƼts and has low purchasing power. 
CAPEX grants are therefore essential to:

	Ì Lower high up-front technology costs,

	Ì Provide missing equity as a down payment (required by the Ƽnancial 
sector), and   

	Ì Enable entry into the formal Ƽnancial system. 

Adoption not only requires capacity development and awareness-raising, but 
also Ƽnancial inclusion. The challenge remains how such pioneering projects 
can scale to mobilise larger volumes of private capital. 
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that best represents its most prominent focus.
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 Figure  10. Overview of Mitigation Action Facility pioneering work across the CAPEX grants project portfolio.
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2.	 Supporting large companies with novel technologies or business models 
(see Figure 10, Columns 2 and 3 ‘Untested Business Models’ and ‘Novel 
Technology’)

For large companies, CAPEX grants help pilot novel technologies or untested 
business models, such as green hydrogen in private hard-to-abate sectors (e.g., 
Costa Rica Green Hydrogen) or biomass/biogas pilots (e.g., Namibia Biomass, 
Indonesia Biogas). These initiatives validate new business models and attract 
co-investment from sponsors and commercial banks. Unlike MSMEs, the main 
barrier is not access to Ƽnance, but uncertainty and long payback periods (15-
20+ years), volatile input and Ƽnancing costs, currency ƽuctuations, and political 
instability. Even well-capitalised Ƽrms struggle to secure commercial bank loans 
due to high risk and limited technical expertise among lenders.

3.	 Market development and commercialisation of green products  
(see Figure 10, Column 4 ‘Market Development’)

Projects promoting new green products must work with both suppliers and 
	users. This involves deploying and reƼning technologies, raising awareness, and 
stimulating demand – often at a premium price. This is particularly challenging 
because these projects mainly target small individual entrepreneurs and SMEs 

(apart from the Thailand RAC project). For this target group, “last mile” outreach, 
trusted relationships, and affordable Ƽnancing are essential to both incentivise 
behavioural change and secure Ƽnancial commitments. Therefore, CAPEX grants 
serve only as part of the solutions. Success depends on strong local partners 
who: 

	Ì Have trusted relationships with target groups,

	Ì Possess outreach capacity, and   

	Ì Can and intend to provide affordable Ƽnancing.

4.	 Municipalities: shaping public-private partnerships  
(see Figure 10, Column 5 ‘New Approach’)

Municipalities use CAPEX grants to introduce public-private partnership 
(PPP) approaches and attract private investment in sectors that are typically 
unattractive in Ƽnancial terms, such as waste management. Projects in India 
and Mozambique illustrate this model. However, they face:

	Ì Regulatory hurdles, 

	Ì Long approval processes, and   

	Ì Procurement challenges.

In India, for example, procurement delays due to foreign aid restrictions and 
municipal bottlenecks forced a shift towards direct service contracts.

CAPEX GRANTS
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Reliance on public and quasi-public Ɠnancial institutions 

CAPEX grants are predominantly channelled through public or quasi-public 
	Development Financial Institutions (DFIs), followed by international non-
Ƽnancial organisations. Local private Ƽnancial sector involvement remains 
limited (see Figure 11).

While effective for large beneƼciaries who can blend CAPEX grants directly with 
IFI’s or national development bank (NDBs) credit lines, this delivery model 
constrains broader market reach. The limited role of local banks – particularly 
in serving smaller beneƼciaries like SMEs and farmers – represents a missed 
opportunity to leverage existing Ƽnancial infrastructure. The reliance on public 
and international intermediaries, rather than directly engaging local private 
Ƽnancial actors, is likely to hinder eƾcient scaling of green technology Ƽnancing 
and the promotion of it among a wider beneƼciary base. 

Target group (grant beneficiaries)

Large enterprises

IFC Costa Rica (H2), 
AfD Namibia, EBRD 
Türkiye & Jordan, IDC 
South Africa

African Guarantee Fund 
Kenya, KfW Mexico, 
National Bank of Egypt, 
Nabil Bank Nepal

Lahore University 
Pakistan, WWF Vietnam, 
GIZ Costa Rica (Coffee)

GIZ India

Ministry of Energy Chile Municipalities 
Mozambique (Waste), 
Municipality of 
Ulaanbaatar City, 
Mongolia (Retrofitting)

UNDP Kazakhstan, 
Frankfurt School of 
Finance and Manage-
ment Philippines  

Ministry of Energy 
Mongolia (Clean 
Heating), Electricity 
Generating Authority of 
Thailand (EGAT) 

SMEs
45% 40% 15%

Municipalities

Financial
institutions

Loans from 
intermediaries 
(commercial banks) 

Own capital 
(grant beneficiaries)

CAPEX Grant 
delivery partners

Source of 
private funding 

Non-FIs

Government

Note: Percentages (%) represent a breakdown of the CAPEX grant budget per target group (column)

 Figure 11. Overview of key delivery partners of CAPEX grants.

CAPEX grants alone 
are insuƾcient to unlock 
large-scale private sector 
mobilisation. Early engage-

ment and Ƽnancial commit-
ments from key stakeholders 
at the project design stage 
enable a more eƾcient 
allocation of resources and 
mitigate potential future 
challenges.
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To accelerate the green transition and scale adoption, local private Ƽnancial actors need to be engaged early at 
the project design stage. Their involvement can mitigate the limitations of relying solely on public or international 
intermediaries and expand access to clean technology Ƽnance for a wider range of beneƼciaries in the long run.

Current reliance on
(quasi-) public actors

Early engagement with
local private financial actors

Scale, access to target groups

Challenge

Limitations

Solution Benefits

BeneƼts | Why it matters to engage local private Ƽnancial actors early in the project design 

a)	 Ensuring market relevance 
and realism

Æ	Local knowledge

Æ	Feasibility checks

•	 Local Ƽnancial institutions possess an in-depth understanding of market 
conditions, borrower proƼles, credit behaviours, and Ƽnancial constraints.

•	 Ensure that the design of projects are both technically robust and Ƽnancially 
feasible, incorporating realistic interest rates, collateral requirements, and 
repayment capacities.

b)	 Early de-risking and 
	enhanced bankability

Æ	Risk identiƼcation

Æ	Co-created mitigation

•	 Private Ƽnanciers can identify potential Ƽnancial risks (e.g., foreign exchange 
risk, credit risk, policy risk) and structural barriers at an early stage.

•	 Improve bankability from the outset as risk mitigation instruments  
(e.g., guarantees, blended Ƽnance structures, or insurance products) are 
collaboratively developed.

c)	 Tailoring Ƽnancial products

Æ	Customisation

Æ	Innovation

•	 Help design tailored loans, grants, and guarantees suited to cash ƽows, 
asset types, and risk proƼles (also for segments like MSMEs, informal 
sector workers, or innovative technologies).

•	 Address challenges such as high upfront costs, long payback periods, 
or lack of collateral for green investment, when blend with concessional 
Ƽnance.

d)	 Mobilising local capital and 
reduced dependency

Æ	Domestic liquidity

Æ	Local market development

•	 Mobilise local investors to scale projects and reduce reliance on donor 
funds given the local Ƽnancial sector’s proximity to the private sector.

•	 Build a sustainable domestic green Ƽnance ecosystem.

Figure 12. Beneܪts of engaging local private ܪnancial actors early in project designs.
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e)	 Capacity development and 
knowledge transfer

Æ	Skills development

Æ	Ownership

•	 Strengthen local Ƽnancial sector actors’ understanding of green Ƽnance 
principles, impact measurement, as well as risk and opportunity 
management. 

•	 Enhance long-term sustainability potential for replication through local 
ownerships.

f)	 Speed and eƾciency in 
	implementation

Æ	Streamlined processes

Æ	Avoidance of retroƼtting

•	 Reduce delays during implementation when aligning due diligence, legal 
frameworks, and disbursement at the outset.

•	 Minimise costly redesigns arising later from misalignment with local 
	Ƽnancial realities or regulatory requirements.

Lessons from the use of grants in Mitigation Action Facility projects

Area Key takeaways

Engagement with 
	Ƽnancial institutions

Delays in consulting Ƽnancial institutions can slow down the mobilisation of 
essential investment for critical infrastructure (such as energy supply or water 
systems, transportation networks). 

Realistic target setting

Overly ambitious adoption targets (e.g., 100,000 beneƼciaries) without suƾcient 
	assessment of target group Ƽnancial capacity and willingness to engage with new 
Ƽnancial products can cause implementation delays or prevent the desired level of 
uptake.

Attractive Ƽnancial 
 incentives

Subsidies or rebates must be substantial enough to motivate transitions from 

traditional technologies. A sound understanding of market dynamics is crucial to 
avoid unused grants and ensure actual uptake of supported technologies.   

Tailored solutions
Financial incentives must consider the economic and cultural context of the target 
group to ensure uptake. 

Institutional Ƽnancial 
capacity

Some IOs lack the expertise to engage with Ƽnancial institutions or attract private 
Ƽnance. A strong Ƽnancial cooperation partner is essential.

Effective 

communication

Poor communication about available grants and incentives leads to low stakeholder 
engagement. Clear and targeted communication with a widespread outreach is vital.

Private sector 

 engagement

Without matchmaking and outreach activities, private companies may not recognise 
the potential opportunities in the project, leading to lower levels of investment.

Avoiding bureaucracy 

and using alternative 

channels

Grant funding mechanisms, particularly in public sector interventions like waste 
management, often involve lengthy approval processes and complex procurement 
procedures, among other hurdles. To overcome such challenges, turn to alternative 

channels, shifting from grant disbursement to direct procurement approaches.

GUIDANCE FOR GRANTS 
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4.2 	 Strategic use of concessional loans: responding to 
	different needs    

The Mitigation Action Facility has committed EUR 63.5 million in  concessional 

loans across 11 projects, representing 15% of the total FC budget. Including 
both Ƽnancial and technical components, these projects account for EUR 174.8 
million in total support. Energy and industry account for the largest share  
(see Figure 13). Like other Mitigation Action Facility Ƽnancial instruments, 
concessional loans are combined with co-Ƽnancing from participating banks 
and beneƼciary companies, creating leverage and increasing project ownership. 

Mitigation Action Facility concessional loans for initial 
implementation

All Mitigation Action Facility projects using concessional loans introduce 
signiƼcant innovations in their respective countries, pioneering new practices, 
products, or approaches for green transformation, as summarised in the table 
below.

What new project brought/ aims to 
bring

Type of 
 novelty

COMPLETED

Thailand Rice First-time use in the rice subsector 
of agriculture: technologies such as 
Alternate Wetting and Drying (AWD), 
Laser Land Levelling (LLL), and Site-
SpeciƼc Nutrient Management (SSNM) 
proven in other crops but not in rice

New target group

Thailand RAC Building the market from scratch: 
green cooling technologies were 
previously largely absent in Thailand, 
with no demand or supply

New product/ 
market 

	development

Colombia 
 Refrigeration

No prior demand for climate-friendly 
refrigerators, developing green 
products, incl. labels and certiƼcation

New product/ 
market 

	development

Costa Rica Coffee Designing and implementing carbon-
neutral coffee among farmers and 
millers; tailoring Ƽnancial products for 
farmers with limited Ƽnancial access

New product/ 
Ƽnancial product

None in the transport sector.

Energy Industry AFOLU

19%

39%

39%

 Figure 13. Share of concessional loans 
per sector.
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What new project brought/ aims to 
bring

Type of 
 novelty

IMPLEMENTATION

Honduras 

	Livestock
New Ƽnancial offering: loans 
	packaged with TA for livestock farmers

New Ƽnancial 
product

Tunisia Clean 
Energy in 

Buildings

Financing a new target group: low-
income households consuming 1,200 
- 1,800 kWh/year with concessional 
loans at large national scale

New target group

Kenya Post-
Harvest Solar 
Cooling

First time targeting farmers and 
manufacturers of mobile cold storage 
solutions in remote/ last mile areas

New target group

 PREPARATION 

India Steel First-time intervention in steel sector New target group

Bhutan Solar 
Power

First-time Ƽnancing of health sector 
target group: Ƽrst ever private sector 
Energy Service Companies (ESCOs) 
and Ƽnancing for ESCOs in Bhutan

New target 
group/ New 

	Ƽnancial product

South Africa Steel First-time intervention in the steel 
sector with new hydrogen-based 
Direct Reduced Iron (DRI) technology

New technology

Brazil Carbon-
Negative Fertiliser

Application of innovative carbon-
negative fertiliser technologies

New technology

CONCESSIONAL LOANS 
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Diverse beneƓciaries of Mitigation Action Facility 
 concessional loans across priority sectors   

The Mitigation Action Facility’s concessional loan interventions aim to serve 
distinct target group proƼles by sector (see Figure 14). In Energy and Agriculture, 
Forestry and Other Land Use (AFOLU), the focus is typically on SMEs, individual 
entrepreneurs (e.g., emerging ESCOs in Bhutan or small technology providers 
supporting vulnerable communities such as Kenyan farmers), and low-income 
households (e.g., in Tunisia). In contrast, in the industry sector, concessional 
loans primarily beneƼt larger companies, as proposed by project partners.  

Why do various beneƓciaries rely on the same Ɠnancial in-
strument, and how does their demand for loans vary?

The Mitigation Action Facility concessional loans address multiple needs of 
different target groups. SMEs face barriers such as low bankability, stringent 
banking approval processes with high down payments and collateral 
requirements, low Ƽnancial literacy, and limited trust in traditional banks. Banks 
often consider these groups high risk and less attractive clients. To reach these 
groups, the Mitigation Action Facility’s IOs engage specialised development 
banks, such as Thailand’s Bank for Agriculture and Agricultural Cooperatives 
(BAAC), or the Small Industries Development Bank of India (SIDBI), to channel 
concessional loans. Large companies, by contrast, face challenges related to the 
novelty of green technologies, uncertain business models, and Ƽnancial sector 
experts’ limited technical knowledge to assess associated risks. Furthermore, 
local banks often have low appetite for project Ƽnance. As a result, although 
large companies are bankable, Ƽnancial providers usually require co-Ƽnancing 
to engage; here, the Mitigation Action Facility’s concessional loans de-risk 

Farmers

Energy

Industry

AFOLU

SMEs Large companies Households

Thailand Rice

Honduras Livestock

Costa Rica Coffee 

Kenya Post-Harvest Solar 
Cooling

Brazil Carbon-negative 

Fertiliser

Thailand RAC

South Africa Steel

Colombia Refrigeration 

Bhutan Solar Power

Indian Steel

Bhutan Solar Power

Tunisia

Clean Energy

in Buildings

 Figure 14. Concessional loans serving a diverse range of Mitigation Action Facility beneܪciaries.
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such investments to provide comfort for commercial Ƽnancial institutions 
and companies. In addition, both SMEs and large companies share common 
challenges such as lack of tailored Ƽnancial products, high Ƽnancing costs, and 
a mismatch of loan maturities.

The prominent role of public institutions in channelling Mit-
igation Action Facility concessional loans 

The Mitigation Action Facility’s IOs for concessional loan projects are almost 
exclusively multilateral or public entities (100%), which submit proposals often 
in collaboration with partner country ministries. As with CAPEX grants, these IOs 
partner predominantly with national, regional, or multilateral development Ƽnance 
institutions, or alternatively with specialised non-Ƽnancial institutions (see Figure 
16). Loans are often distributed via intermediaries such as commercial banks, 
which are expected to blend concessional loans with their own credit lines. This 
model means most actors in the disbursement chain are public institutions. The 
private sector usually engages in later project stages, due to longer lead times 
and different funding requirements. 

SMEs Common challenges Large enterprises

• Lack of affordable financing/high 
interest rate of commercial banks

• Lack of tailored products - financial 
institutions are hesitant to create 
new credit lines for novel sectors 

• Inadequate loan tenor for specific 
technology projects’ (e.g., 10-year 
MAF vs 3-year market loans)

• Limited access to formal financial 
services 

• Lengthy and complex approval 
process in banks for SMEs

• Lack of collateral required by banks 

• Lack of upfront equity (downpayment) 

• Farmers’ low financial literacy 

• Low trust in banks by target group 

• Risk sharing required through 
co-financing

• Resistance from the financial sector 
to finance novel technology 

• Limited technical knowledge and 
understanding of business models 
by the banking sector to assess risks 

• Low appetite for project finance 
adequate for technology financing   

Figure 15. Mitigation Action Facility concessional loans across projects, sectors, and the target group.

CONCESSIONAL LOANS 

45



In projects targeting large companies, the Mitigation Action Facility’s FC partner 
typically disburses concessional loans directly. An exception is the Thailand 
Rice project, where the FC partner was a specialised agricultural development 
bank and cooperative, lending directly to farmers given its strategic focus 
and inherent proximity. Partnering with FC entities that understand and have 
trusted relationships with target groups has proven eƾcient and an effective 
channel to reach beneƼciaries, leveraging on direct access. Conversely, multi-
tiered disbursement chains (donor  IO FC partner  banks  SMEs) can 
involve additional transaction/administration costs, complex accounting and 
reporting, cause delays and require clear communication between funders and 
implementers, as reported by Mitigation Action Facility partners.

IO Multilateral or public entities (100%)

National development banks
(100% public)

Utilities
(100% public)

• Farmers 

- Thailand Rice

• Large companies

- South Africa Steel
- Brazil Carbon-

Negative Fertiliser

• Large companies

-  Thailand RAC

• Households 

- Tunisia Building 

• Farmers 

- Honduras Livestock
- Costa Rica Coffee
- Kenya Post-Harvest 

Solar-Cooling 

• Large companies

- Colombia Refrigeration

• SMEs

- India Steel
- Buthan Solar Power

1. Bank of Agriculture 
and Agricultural 
Cooperatives

2. Industrial Development 
Corporation (IDC)

the Electricity Generating 
Authority of Thailand 

Energy Transition Fund 
Tunisia

1. BANCOLDEX 

2. Banhprovi

3. UNCDF

4. Central American Bank for 
Economic Integration 

5. Bhutan Trust Fund for 
Environment Conservation

6. Development Bank of India

FC
 d

el
iv
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y 

p
ar

tn
er

s
Ta
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t 
g
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p
FC

 p
ar

tn
er

Commercial banks 
or other FIs

Commercial banks 
or other FIs

 Figure 16. Distribution channels of Mitigation Action Facility concessional loans.
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Strengthening rice  sustainable value chains 
How the Thailand Rice project evolved, building the  foundation for scaling low-emission 
rice  production through private sector partnerships

Project title Thailand Rice (Thai Rice)

Sector Cross-sectoral

Mitigation Action Facility 
funding

EUR 14.9 million 

Financial component: EUR 9.3 million

Technical component: EUR 5.6 million

FC instrument Concessional loans 

Exit strategy and private 
sector leverage

A revolving fund has been established, and a follow-
on investment has been secured for an ongoing 
PPP model with four or more private sector partner

15	  “Strengthening Climate Smart Rice Farming Project”

The challenge  
Rice cultivation in Thailand is a major source of GHG 
emissions and a critical livelihood for smallholder farmers. 
While sustainable rice farming practices can reduce 
emissions and increase resilience, scaling these approaches 
across the country faces key barriers: Limited incentives for 
farmers; Lack of technical support; Weak engagement of the 
private sector along the value chain

The response 
The Thai Rice project, in partnership with the Bank for 
Agriculture and Agricultural Co-operatives (BAAC), 
supported smallholder farmers in adopting carbon-neutral, 
climate-resilient rice practices through a combination of 
training, certiƼcation schemes, and early-stage market 
development. Building on this foundation, the Thai Rice 
project secured a follow-on investment by the GCF15, scaling 
the model through a public-private partnership (PPP) with 
four private sector actors actively contributing resources and 
expertise. The four private companies – MARS, OLAM, and 
Pioneer Foods (PepsiCo) – are key commercial rice value 
chain actors involved in trading, processing, and/or Ƽnal 
processing. They play key roles in scaling implementation, 
improving access to sustainable markets, strengthening 
farmer capacity, and contributing their own investment 
to support smallholder farmers with added income (e.g., 
incentives for carbon reduction and removals or payment 
for ecosystems services). These companies aim to secure 
a long-term supply of sustainable agricultural products from 
Thailand to meet both domestic and international demand 
with the ambitious goal of creating sustainable end-to-end 
supply chains. As the project has demonstrated, technology 
providers and suppliers – both international and domestic 
– play a supporting role in carrying out demonstration Ƽeld 
trials and capacity development for community-based 

The strategy 
The project deliberately engaged a diverse group of private 
actors, from technology suppliers to off takers, to create 
mutual value and drive uptake at scale. By anchoring 
farmers in a supportive ecosystem of service providers, 
market players, and technology Ƽrms, the initiative enabled 
widespread adoption of sustainable practices.

Public-private partnership	
Four private partners co-invest in the follow-on project, 
bringing technical expertise, market access, and Ƽnancial 
resources to support implementation

Market incentives via offtake	

Off taking companies offer long-term purchase agreements 
for certiƼed climate-resilient rice, ensuring reliable market 
access for farmers.

Farmer on-boarding and support	
Private partners actively engage in recruiting and training 
farmers, linking their business incentives with capacity 
development and adoption of sustainable practices.

Innovative equipment access 	

Technology providing companies and suppliers explore 
rental models and service packages including demonstrating 
and capacity development to make climate-smart machinery 
more accessible and affordable for smallholders.

Flexible certiƼcation system 	

A modular certiƼcation framework enables alignment 
with varying buyer requirements, expanding the pool of 
participating private actors and farmers.

SHOWCASE
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The results
Concessional loans combined with TA have:

•	 Supported sustainable rice cultivation across multiple provinces
•	 Enabled private sector co-Ƽnancing through structured PPPs
•	 Built capacity of local SMEs and farmer groups
•	 Created a viable model for certiƼed climate-resilient rice production
•	 Strengthened value chain collaboration, from farm to market

Success factors How it worked in the Thai Rice project

Value chain integration From input suppliers to off-takers, partners engaged across the production 
cycle.

Hands-on private sector 
participation

Companies like Olam went beyond procurement to actively recruit, train, and 
support farmers.

Famer-focused capacity 
development

Trainings increased understanding of sustainable practices and improve 
	product quality.

Technology access 
innovation

Equipment rental models improved access to climate-smart machinery 
	without large upfront costs.

Flexible, inclusive design The system accommodated different grant schemes and eligibility standards.

 � The Thai Rice project shows how well-structured public-private partnerships can transform sustainable agriculture 
into a commercially viable and scalable model. By mobilising actors across the value chain and aligning their incentives 
with climate goals, the project laid the groundwork for systemic change in rice production. Crucially, it catalysed ongoing 
private sector engagement, with companies committing follow-on investment and co-Ƽnancing to scale up impact 
beyond the original project.

“Public‑private partnerships succeed when farmers thrive. Seeing our 
farmer representatives, including women, share with broader audiences how 
adopting climate‑smart practices improves their incomes and livelihoods 
reƽects the outcomes we are striving for. It also strengthens a rice supply chain 
that is resilient, traceable, and sustainable for us all.”

Ms. Narawadee Modenuch,  
Research & Sustainability Manager, Olam Agri 

26 February 2025 at the Inception Event of the Thai Rice: Strengthening  
Climate-Smart Rice Farming Project
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Key considerations when using concessional loans to  mobilise  private 
sector investment in scaling green  technologies 

•	 Selective deployment: Concessional loans should be used strategically and only where 
they add clear value. To ensure long-term sustainability, IOs should engage local Ƽnancing 
institutions – which are often liquid but hesitant to invest in unfamiliar sectors without  
de-risking. Targeted capacity development within these institutions can strengthen ownership 
and sustain Ƽnancing for the green transition beyond project duration. 

•	 Promote continuous learning and adaptation: concessional loans like other Ƽnancial 
instruments should be regularly reviewed, reƼned, and – where successful – replicated. A 
country-speciƼc approach is essential, given differing regulatory frameworks and market 
conditions. 

Strategic 

 consideration

•	 Timely securing concessional loans: The time lag between initial discussions and securing 
concessional Ƽnance can be substantial – often exceeding a year. This delay risks missing 
critical market windows, especially if private sector investment priorities shift or more 
attractive, less bureaucratic Ƽnancing options emerge or if market conditions change and 
concessional Ƽnance is no longer required. In such cases, the original concessional loan 
instruments may become redundant.

•	 Understanding the target group is essential: When expanding into niche markets, partners 
channelling concessional loans must have a solid understanding of the target group. Limited 
experience with speciƼc segments can complicate the deployment of concessional loans at 
scale. 

•	 Solving the ‘chicken-and-egg’ dilemma: Concessional loans aim to support early-stage market 
transformation. However, the private sector is often reluctant to invest in green techno	logies 
without a proven demand or willingness to pay a premium for sustainable products (e.g., green 
steel or coffee). Without such signals, businesses are unlikely to commit due to high upfront 
investment costs and longer payback periods.

•	 Securing legal agreements early: Establishing contractual arrangements with the lender at an 
early stage can help accelerate the disbursement process later, reducing friction and delays. 

Financial 

 sector and 

market 

 dynamics

•	 Expand the partner network beyond traditional channels, including private companies, 
	corporates, or non-banking Ƽnancial institutions (NBFIs) already embedded in speciƼc value 
chains (e.g., coffee producers and mills). These entities offer a vital connection to SMEs, 
many of which operate outside the reach of traditional banking systems and rely on informal 
or alternative providers. Leveraging the proximity and established infrastructure of these 
partners—who often exhibit lower risk aversion while maintaining robust risk management—will 
ensure more effective and timely delivery of Ƽnancial support.

•	 Shorten distribution channels by partnering with local direct (Ƽnancial) lenders who already 
have a strategic interest in, and direct access to, the target group. Ideally, these institutions 
should have suƾcient Ƽnancial strength to provide co-funding alongside concessional loans.

•	 Build on existing and familiar structures: banks often favour conventional lending models and 
may resist highly innovative mechanisms. To mitigate this, design loan products and processes 
that integrate smoothly into existing banking systems. Alternatively, make use of established 
credit structures, such as those offered through global traders, or collaborate with service 
providers that have strong business relationships with the target group.

Distribution 

 channels 	

GUIDANCE FOR CONCESSIONAL LOANS
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4.3 	 Unlocking potential with guarantees: a growing role of 
the instrument

Guarantees are becoming increasingly important within the Mitigation Action 
Facility. Nearly half of all guarantee-related projects are still in preparation, with 
none completed yet – a noticeable rise compared to earlier funding rounds.

Guarantees:

•	 Represent 34% of the total portfolio, with total volume of EUR 139 million 
across 17 projects

•	 Are mostly used in early-stage projects, with 60% in the energy and 27% in the 
transport sector

•	 Consist primarily of credit risk guarantees and off-taker guarantees, with debt 

investments as most prominent underlying Ƽnancial product covered by the 
guarantee

•	 Private sector coverage typically in the range of 50% to 80%, in some cases 
using a step-down coverage model

•	 The Mitigation Action Facility typically assumes highest risk, offering either 
Ƽrst-loss coverage or pari passu risk-sharing with Ƽnancial partners

•	 Often combined with other Ƽnancial instruments and TA

Technology risks
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South Africa
Green Steel (tbd) 

Honduras Livestock 

Rwanda E-Mobility

Nepal E-Transport

Kenya Small Vehicles
E-Mobility 

Brazil E-Buses

Guatemala
 Cookstoves 

Kenya Post-harvesting
Solar-Cooling

Mexico 
SME EE 

South Africa Public
Buildings/Infrastructure  

Brazil Industrial EE

India Steel

Mauritius EE

Indonesia
Biogas 

Colombia energy 
communities  

India Waste
Management 

Mongolia Building
Retrofitting 

Mitigation Action Facility 
guarantees primarily 
address perceived/real 
commercial risks, 
stemming from vulnerable 
target group, unproven 
business models in the 
country context and 
uncertain uptake of green 
technologies 

 Figure 17. Distribution of Mitigation Action Facility projects based on major real or perceived risks.
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Most of the Mitigation Action Facility projects using guarantees operate in areas 
where technology risks are relatively low, but commercial risks – perceived or 
real – remain high (see Figure 17). This is often due to the nature of the target 
group, which includes SMEs, individual entrepreneurs, rural households, or start-
ups, as well as nascent green technologies with untested business models. 
One exception is a project in preparation in South Africa, which targets both 
high technology and commercial risk, piloting green hydrogen-based direct 
reduced iron (H2-DRI) for the steel sector. This project aims to combine a credit 
risk guarantee for green hydrogen producers and an offtake guarantee (Power 
Purchase Agreement, PPA) for green electricity producers.

Roles of Mitigation Action Facility projects in deploying 
guarantees

1)	 Support in establishing national guarantee structures

•	 Brazil and Mexico have launched the Ƽrst national guarantee funds for SMEs 
investing in energy eƾciency (EE), with Brazil successfully scaling a regional 
initiative nationwide. 

•	 India has established the Ƽrst waste sector guarantee facility, backing high-
performing waste management actors, including a company that received a 
credit guarantee to Ƽnance the largest biogas facility in Indore.  

2)	 Partnering with existing guarantee providers

Most projects collaborate with NDBs, which either:

•	 Use their own funding to directly Ƽnance the target group, or 
•	 Provide guarantees to intermediaries, such as local commercial banks, which 

then lend to the target group.

3)	 Unlocking private Ƽnance

Guarantee mechanisms aim to mobilise around EUR 747 million of private and 
EUR 350 million in public investment. 

•	 In Brazil Industrial EE, guarantee mechanisms raised awareness and built 
conƼdence in energy-eƾcient investments. 

•	 In Kenya and Rwanda E-Mobility, guarantees helped lower collateral 
requirements and Ƽnancing costs, boosting demand and supply.

•	 In Indonesia Biogas and Brazil E-Buses Industry (both in preparation), 
guarantee mechanisms aim to mitigate the uncertainty of untested business 
models, making them more attractive to private investors. 

GUARANTEES

52



Challenges and trends in deploying guarantees

•	 Limited climate-mitigation guarantee infrastructure in many partner countries
•	 Success of national mechanisms depends on the political agenda, which 

can shift and inƽuence feasibility 
•	 Establishing new guarantee funds is often complex and time-consuming
•	 Competing instruments like loans, grants, or subsidies are often seen as 

simpler and more appealing
•	 Guarantees are typically used for larger projects (e.g., PPAs) or smaller, 

high-risk actors (e.g., liquidity facilities for SMEs)
•	 Application processes are often complex, requiring coordination across 

multiple stakeholders 

•	 Regulatory frameworks (e.g., capital relief provisions) need to be considered 
by local Ƽnancial institutions to effectively use guarantees

•	 State-owned development banks may lack the branch networks, institutional 
capacity, or Ƽnancial incentives to reach target groups directly

•	 The size of the guarantee fund is critical – it must be large enough to attract 
and engage stakeholders effectively  

GUARANTEES
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Recommendations for future projects seeking to deploy guarantees

•	 Align establishing a national guarantee fund with the government priorities and regulatory 
requirements of the sector to secure swift implementation and sustainability. 

•	 Where possible, build on existing guarantee schemes to reduce setup time and avoid 
	procedural delays.

•	 Do not underestimate the time required for establishment and operationalisation of a 
	guarantee fund. 

•	 Look at previous experiences with guarantees as a good indicator of market appetite for this 
mechanism.

•	 Simplify procedures for accessing guarantees to drive the interest of traditional Ƽnancial 
	institutions.  

Structuring 

the  

mechanism 

•	 Seek alternative, less regulated FIs but with proven good governance and strong risk 
	management (e.g., MFIs, NBFIs); these institutions face fewer regulatory restrictions, show 
higher demand for guarantees, and serve target groups perceived as high-risk.

•	 Collaborate with local Ƽnancial providers in pipeline development, not to duplicate efforts but 
to create a complementary offering.

•	 Align the criteria for the guarantee facility with Ƽnancial providers (e.g., DFIs, development 
banks,) to enhance co-Ƽnancing potential.

Delivery 

 partners 

•	 Combine guarantees with other Ƽnancial incentives to address bottlenecks along the value 
chain and generate demand.

•	 Engage the private sector, including Ƽnancial institutions and technology providers, from 
the design stage to tailor the guarantee structure to actual market needs and improve the 
	attractiveness of the credit offer. 

•	 Emphasise the revolving nature and scaling-up potential of guarantee funds to attract public 
sector investment and long-term capitalisation.

•	 Use step-down approach of the guarantee coverage not to over-subsidise (if applicable). 

Financing 

strategy 

GUIDANCE FOR GUARANTEES
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Reaching out last mile entrepreneurs  
How guarantees aim to unlock e-mobility Ɠnancing through aggregators in Kenya

Project title Kenya E-mobility for two- and three-wheelers  
(Kenya Small Vehicles E-Mobility)

Project goal Scale access to electric motorcycles and ƽeet services in 
Kenya through tailored Ƽnancial instruments

Key innovation Aggregator-based model bundling demand and supply, 
enabled by portfolio guarantees and co-Ƽnancing.

Target group Informal and underbanked moto-taxi riders and small 
logistics operators.

Mitigation Action 
	Facility funding

EUR 25 million
Financial component: 
EUR 3.5 million – Credit guarantee for the supply side
EUR 5.5 million – Credit guarantee for the demand side
EUR 7.5 million – Revolving grant fund for loan down 
payment
Technical component: EUR 8.5 million 

FC instrument Credit risk guarantee for the supply side  
(manufacturers and assemblers)
Credit risk guarantee for the demand (end users)
Revolving grant fund for loan down payment

Expected total 
leverage 

EUR 60.8 million (9x leverage through guarantees)
EUR 52.8 million – from the demand side (end users)
EUR 8 million – from the supply side  
(manufacturers and assemblers)

The challenge  
Most moto-taxi riders and small operators lack access to formal credit, face low Ƽnancial literacy, and show limited trust in 
banks. At the same time, Kenyan EV start-ups struggle to access Ƽnance due to limited collateral and Ƽnancial track records.

A dual challenge 

Low bankability on the demand side Risk-averse lending to the early-stage supply side

SHOWCASE
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The response 

Demand-side aggregation 

How the project used ƽeet operators and leas-

ing companies to pool individual end-users

Aggregators use loan portfolio guarantee (75% 
coverage) reduce risk for banks

Portfolio guarantee across a critical mass of 
local companies

Focus on service providers such as assembly, 
battery leasing, and charging

Enable access to formal banking system de-

spite missing collateral or credit histories

Revolving co-Ƽnancing mechanism ensures 
continours lending as repayments are made

Aggregators provide wrap-around services 
(maintenance, training, repayment support)

Supply-side aggregation

How the project de-risked lending to e-mobility 
start-ups 

Success factors
•	 Aggregating risk-Ƽnancing for informal actors to access commercial loans.

•	 Portfolio guarantees reduce risk perception and unlock local bank lending.

•	 Bundling supply- and demand-side interventions builds a more resilient e-mobility ecosystem.

•	 Close coordination between IOs and Ƽnancial institutions is critical for uptake.

“The novelty lies in using credit guarantees and a blended mechanism to ensure that the uptake and supply 
of electric vehicles are suƾcient to impact the environment. I also want to point out that we can leverage the 
capital we receive from the Mitigation Action Facility for this credit guarantee. Our guarantees allow us to leverage 
every dollar of capital we receive from a funder eight times, providing USD 8 in guarantees to banks. The reason 
we can leverage it is because the default rate is very low.”

Representative of the African Guarantee Fund

“For end-users, we are approaching it in two ways: we have the loan portfolio 
guarantee primarily for banks, to give them some comfort to enter the sector. We are also 
establishing a revolving fund to help close the down payment gap.”

George Mwaniki,  
Country Director for the World Resources Institute (WRI) in Kenya
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4.4 	 Scaling industrial transformation: Brazil’s public 
	leadership 

Brazil’s approach to promoting industrial energy eƾciency (EE) demonstrates 
how strong government leadership can translate pilot success into systemic 
change. The PotencializEE project, with EUR 17 million Mitigation Action Facility 

funding, illustrates how targeted public investment, combined with national 
policy alignment and institutional coordination, can unlock large-scale private 
investment and mainstream EE in industrial development. 

The journey began in the state of São Paulo, where the PotencializEE programme 
piloted an integrated model for unlocking EE potential among SMEs. Despite 
representing a signiƼcant share of national energy consumption and GHG 
emissions, the industrial sector, particularly SMEs, had largely untapped energy 
savings potential. Key barriers included limited technical know-how, low 
awareness, lack of tailored Ƽnancial products, and high perceived investment 
risk.

To address these challenges, the São Paulo project combined energy audits, 
capacity development, concessional credit lines, and de-risking mechanisms. 
It proved successful in demonstrating the viability of industrial EE measures 
and, crucially, generated interest and ownership among public institutions. The 
pilot’s evidence base and operational experience laid the foundation for broader 
policy engagement.

A pivotal moment came with the launch of Brazil’s New Industry Plan (Nova 
Indústria Brasil) in 2024, which identiƼed industrial decarbonisation as a national 
strategic priority. PotencializEE was oƾcially recognised as a ƽagship initiative 
under this agenda. The reinstatement of the Brazilian National Council for 
Industrial Development (CNDI) – convening 20 ministries, NDBs, and private 
sector actors – enabled cross-government alignment and created a platform for 
national replication, supporting industrial decarbonisation at scale. 

Backed by high-level political support, the programme is now being scaled to 
at least Ƽve additional states by the national government. National development 
banks such as BNDES and FINEP adopted new Ƽnancial products for EE 
investment, incorporating PotencializEE’s eligibility criteria. To further reduce 

Figure 18. Stakeholders of the Brazil Industrial Energy Efܪciency project during an energy 
audit.
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investment barriers for SMEs, new guarantee funds, including Brazil’s Ƽrst EE-
speciƼc guarantee mechanisms, FAEE (São Paulo) and FGEnergia (BNDES), 
were launched. These mechanisms have already begun to address collateral 
constraints that previously hindered SME access to Ƽnancing.

In total, the project mobilised more than EUR 51.9 million in public co-Ƽnancing 
– from national, state, and international sources – to support audits, credit lines, 
and de-risking instruments, which are expected to unlock at least EUR 90 million 
of private investment in EE measures. The success of the pilot also informed 
the Ministry of Mines and Energy’s (MME) decision to initiate a regulatory 
impact assessment (RIA) for a national policy on thermal energy eƾciency. 
PotencializEE continues to provide technical input to this process, ensuring that 
future regulation is grounded in tested, real-world approaches.

Success factors How it worked in Brazil PotencializEE

High-	level political 
 alignment and 
 commitment

Presidential approval of the New 
	Industry Plan embedded EE as a 
strategic national objective.

Strategic institutional 
coordination

CNDI enabled cross-ministerial 
alignment (20 ministries, BNDES, private 
sector) to support scale-up.

Demonstration and 
data-driven advocacy

São Paulo results and simulations 
provided the evidence base for policy 
and Ƽnancing decisions.

Financial de-risking 
for SMEs

Upscaling of other guarantee funds like 
FAEE and FGEnergia reduced collateral 
requirements and enabled uptake.

Public Ƽnance 
	leadership

Ministries (MME, MDIC), BNDES, and 
São Paulo state invested in scale-up and 
replication efforts.

Policy shaping 
through technical 
support

PotencializEE continues to support MME 
in designing a national thermal EE policy 
for 2025.

"The government is a key facilitator in tackling climate change. 
Brazil has ambitious commitments under the Paris Agreement and is 
taking effective and eƾcient measures to boost its climate ambition. The 
PotencializEE programme is an example and a call to action for other 
countries to support us. Industrial decarbonisation requires different 
ministries in developing key interconnected and feasible policies.”

Gustavo Fontenele,  

General-Coordinator of the  Department of Decarbonisation and 
Green Finance of Ministry for Development, Industry, Commerce and 

Services, Government of Brazil
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4.5 	 Making Ɠnance inclusive: gender equality and social 
inclusion

Gender equality and social inclusion (GESI) are becoming central to climate 
Ƽnance. Global initiatives such as the 2X Challenge and Value for Women’s 

guidance highlight that embedding GESI principles is essential for a just 
transition. The Mitigation Action Facility increasingly integrates GESI into its 
FCs and business models, tailoring interventions to national contexts, sectors, 
and project designs.

The Mitigation Action Facility applies Value for Women’s GESI Lens Investing 
(GLI) framework16, deƼned as “the deliberate incorporation of gender factors into 
investment analysis and decisions to improve social and business outcomes”, 
and focuses on three core entry points (see Figure 19):

1.	 Investing in women-led and GESI-forward enterprises

2.	 Embedding GESI throughout the investment process

3.	  Advancing gender diversity within investment ܪrms

3 Entry points

Investement 
Process

 by 
 gender biases & 

identifying opportunities in:

Apply a gender lens across 
the investment process
mitigating

capital
Provide

Provide capital to 
business that are led by 
women and/or gender-
forward businesses

 for women to thrive at 

all levels of the organization through 

policies, and work culture in the 

talent pipeline.

Advance gender diversity in the 

investment firm by promoting 

opportunities

ender diversity 
in the firm

G

Gender

lens

investing

Structuring
Deal origination

Evaluation

Post-investment engagement

Exits

Recruitment

Identification

Promotion

Retention

The 4 gender lenses are:

• Women-led businesses (WLB)

• Products/services with disproportionate 

impact on women 

• Gender diversity in the firm

• Women in the value chain 

 Figure 19. Three Entry Points for Gender Lens Investors. Source: Value for Women.

16	 Investment Guide: Gender & Social Inclusion Lens | Value for Women
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These entry points address persistent barriers: women-led businesses often lack 
collateral, access to networks, and awareness of funding opportunities, while 
GESI-blind lending practices and data gaps continue to exacerbate exclusion.

1.	 Investing in women-led and GESI-forward enterprises

Several Mitigation Action Facility projects have targeted capital to women and 
marginalised entrepreneurs. 

•	 In India, the waste management project established a risk sharing facility 
offering partial debt guarantees to all waste entrepreneurs, with a speciƼc fo-

cus on women. Female waste pickers were organised into Self-Help Groups 
(SHGs) to receive business development training and market access. 

•	 In Chile, the renewable energy project, together with the Ministry of Energy, 
introduced a 5% co-Ƽnancing bonus for applications led by women or Indige-

nous groups. As a result, 16 of the 25 successful applicants were female-led 
and one was led by an Indigenous groups.

These examples illustrate how targeted incentives and tailored support can 
signiƼcantly boost participation among underserved groups.

2.	 Embedding GESI throughout the investment process

Beyond targeted support, several projects embed GESI across the process 
closing data gaps, and addressing inclusion at every stage – from design to 
delivery. 

•	 The Mexico Small and Medium Enterprises Energy Eƾciency (Mexico SME 
EE) project has commissioned a market study on women entrepreneurs and 
is compiling an internal report on the gender distribution of its SME loans, 
supporting its banking partner by gathering sex-disaggregated data. 

•	 In Guatemala, the Sustainable Cookstoves project trains Ƽnancial institution 
representatives to promote gender-sensitive credit. 

•	 Meanwhile, the Mongolia Housing RetroƼtting project pairs low-income em-

ployment opportunities with Ƽnancial literacy training, strengthening both 
incomes and budgeting skills.

These measures exemplify how GESI can be systematically integrated into 
Ƽnancial product development, due diligence, and performance monitoring.
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3.	 Advancing gender diversity within investment ܪrms

Firms and their partners are reshaping internal policies to reƽect the inclusive 
practices they promote externally.

•	 The Namibia Biomass project will launch a vocational training programme 
for young women, attracting female talent and supporting long-term 
	employment in the company. It also aims to permanently anchor women- 
and Indigenous-owned suppliers in its biomass fuel chain. 

•	 The Honduras Livestock project has established an interagency Gender 
	Coordination Group for staff sensitisation and joint monitoring and will 
	require GESI expertise for all future hires and consultants. 

By embedding GESI in recruitment, training, and procurement, these initiatives 
ensure internal diversity underpins all investment decisions.

Looking ahead

A strong pipeline of GESI-focused Ƽnancial innovations is emerging: The 
Guatemala Cookstoves project will launch a gender-sensitive credit promotion 
campaign using traditional media and local language channels to reach diverse 
communities. The Honduras Livestock project is developing a dedicated credit 

line for women with reduced collateral requirements, complemented by a digital 
Ƽnancial education programme targeting community groups. The Mongolia 
Housing RetroƼtting project is cocreating an inclusive, gender-sensitive 
business model with marginalised communities to ensure alignment with their 
speciƼc needs and capacities. Finally, the Nepal Transport project will prioritise 

women operators in e-minibus Ƽnancing and secure a minimum of 33% female 
representation on its steering and technical committees.

Across sectors and regions, Mitigation Action Facility projects 
advance all three core entry points of the GESI Lens Investing framework: 
Ƽnancing women-led and GESI-forward enterprises, embedding gender 
considerations throughout the investment cycle, and strengthening 
diversity within IOs. This integrated approach expands access to climate 
Ƽnance for women and marginalised groups – paving the way for a truly 
just and equitable transition.
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5.	Turning insights into action: 
lessons for current and future projects 

IN PREPARATION 

Stakeholder 

engagement 

and 

partnerships

•	 Identify ‘project champions’: Place inƽuential sector or institution insiders in advocacy and 
coordination roles.

•	 Build local ownership: Prioritise national institutions and local Ƽnance actors with 
	funding-matching capacity and outreach networks to ensure ownership and capacity 
	development at the local level. 

•	 Secure high-level cross-sector support: Engage agenda-setters (individuals and/or 
	institutions) early for multi-sectoral alignment and coordination across public sector entities to 
establish and maintain the project’s high proƼle throughout its duration.

•	 Leverage commercial networks: Use existing sales/ distribution channels to reach target groups.

•	 Start policy dialogue early: Engage policymakers from inception.

•	 Work with multiple partners: Diversify partnerships and monitor their performance from the 
beginning of the project.

•	 Understand the need for complementary infrastructure and pair technology adoption with 
infrastructure rollouts. A lack of essential infrastructure and stakeholder investments poses a 
critical challenge to scaling adoption. 

Financial 

product 

design

•	 Match cash ƽow to production cycles: Align disbursement of the Ƽnancial product, especially 
concessional loans, with natural production or sales cycles (e.g., agriculture, construction) to 
ensure funds are available when needed.

•	 Ensure policy alignment: Cross-check Ƽnancial product design with existing and/ or planned 
incentives to avoid conƽicts.

•	 Support end-users directly: Direct discounts and/or concessional loans to demand side 
stakeholders instead of focusing solely on technology providers - addressing affordability and 
market reach.

•	 Bring in technical assessors: Involve specialised asset managers for technical and economic 
evaluations of novel technologies where banks lack expertise.

OVERALL GUIDANCE FOR PROJECTS
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Distribution 

channels

•	 Engage the local Ƽnancial sector early: Build trust and familiarity to ensure buy-in for project 
support and to shorten later legal negotiations (e.g., strict criteria, multi-tiered approval,  
collateral requirements, personal guarantees, and hidden charges). Early engagement with 
Ƽnancial institutions may accelerate the process at later stages.

•	 Engage with alternative Ƽnancial institutions: Explore partnerships with alternative Ƽnancial 
institutions like NBFIs, payment service providers, and Ƽntechs for broader outreach.

•	 Shorten the delivery channel: Work with institutions that can on-lend directly, have strategic 
interest in and/or existing relationship with the target group, along with their co-funding ability.

•	 Integrate with existing structures: Design products compatible with banks’ existing products 
and processes. Alternatively, leverage existing credit structures offered by global traders or 
service providers that have established business relations with the target group.

Target group 

and barriers 

for wide 

adoption 

•	 Address high CAPEX barriers: Design Ƽnancing and policy support to offset high upfront 
costs for green technologies, such as import duties, value-added tax, or foreign exchange risk 
impacts.

•	 Tackle collateral gaps: Create mechanisms for disadvantaged target groups (e.g., farmers, 
women) without conventional loan security, who often have lower Ƽnancial literacy and trust in 
traditional banking.

•	 Framing beneƼts to achieve target-group buy-in: Link technology beneƼts to more immediate 
and relevant impacts for the target group. For example, for farmers, climate change adaptation 
(e.g., impact of rising temperatures on crops) is more immediately relevant than mitigation 
(reducing their own emissions).

•	 Allow time for private equity mobilisation: Factor in awareness-raising, infrastructure building, 
and Ƽnancing access before expecting scale-up. 

 

 Note: Approximately 80% of all completed and active projects promote existing but not widely 
adopted technologies, with the remaining 20% focused on novel technologies. Consequently, project 
timelines for mobilising private funding are often extended.

OVERALL GUIDANCE FOR PROJECTS
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IN IMPLEMENTATION 

Institutional 

and  

regulatory 

hurdles

•	 Pre-empt bureaucratic bottlenecks: Slow institutional prioritisation or strict requirements for 
channelling development funds only through speciƼc national entities. 

Simplify fund-ƽow structures where possible and build ƽexibility into agreements.

•	 Stabilise against policy shifts: Create mechanisms to buffer against political priority changes 
where possible.

•	 Strengthen institutional capacity: Provide policy and technical support to national bodies to 
ensure a stable and predictable environment for private sector investment.

Financial 

sector and 

market 

dynamics

•	 Ensure buy-in from Ƽnanciers early: Reduce delays in the Ƽnancing process; the time lag 
	between exploring and securing Ƽnancing can be substantial (over a year), risking missed 
market opportunities. This extended timeline can lead to changes in private sector investment 
priorities or the emergence of more attractive, less bureaucratic Ƽnancing sources, making 
original instruments obsolete. 

•	 Bridge lender-target group gap: Offer capacity development to Ƽnancial institutions on 
target groups’ needs and risk proƼles to enable sustainable deployment of green Ƽnancial 
	instruments at scale.

•	 Adapt sector-speciƼc lending criteria: For example, in the agriculture sector, work with 
	Ƽnancial providers to create seasonally aligned approval processes and avoid harvest disruption.

Behavioural 

and sectoral 

inertia

•	 Address the ‛chicken-and-egg’ barrier: Pair technology rollout with demand stimulation for the 
end product, since the private sector is unwilling to invest in new clean technologies without 
demonstrated demand (e.g., for sustainable coffee or steel) due to high initial investment and 
long payback periods.

•	 Anticipate and address resistance to change: Use lighthouse projects and guarantees to 
	de-risk early adoption, particularly in sectors or target groups with low levels of awareness.

•	 Shift SME perceptions on energy use: Demonstrate cost savings and competitiveness gains 
from eƾciency measures for SMEs, viewing energy consumption as a Ƽxed cost rather than an 
optimisable one that could boost their competitiveness.

OVERALL GUIDANCE FOR PROJECTS
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6.	Conclusion 

Building on more than a decade of experience in climate action and an 
established network of various partners, the Mitigation Action Facility is ready 
and well equipped to accelerate private sector engagement and drive systemic 
transformations required to mitigate climate change. 

Its complementary role in the global climate landscape represents both a unique 
position and opportunity for upscaling and follow-on investment coming from 
multilateral development funders or mainstream global Ƽnance investors. 

Looking ahead, the Mitigation Action Facility will act with greater ambition – 
prioritising instruments that can unlock and mobilise Ƽnance at scale, while 
creating opportunities for all stakeholders in the value chain to contribute. 
This is a call to action for donors, governments, Ƽnancial institutions, and the 
private sector alike: to join forces through innovative Ƽnance and make climate 
neutrality a shared and achievable reality. 

1.	 Introduction

2.	 The Mitigation Action Facility

3. 	 Private capital mobilisation

4. 	 From grants to guarantees

5. 	 Turning insights into action

	 6. 	 Conclusion
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Appendix

Full list of Implementation Organisations (IOs) of the Mitigation Action Facility

Implementation Organisation Country Type of Organisation

Desenolve SP Brazil National Development Bank

Banco Nacional de Desenvolvimento 
Econômico e Social (BNDES)

Brazil National Development Bank

Ministry of Industry, Commerce and 
Energy

Cabo Verde National Ministry

Corporación de Fomento de la Producción 
(CORFO)

Chile National Development Agency

Ministry of Energy Chile National Ministry

Banco de Comercio Exterior de Colombia 
(BANCOLDEX)

Colombia State-ownedndustrial development bank

Ministry of Energy Colombia National Ministry

International Finance Corporation (IFC) Costa Rica Multilateral Development Agency

Banco Nacional de CostaRrica Costa Rica International Development Bank

Deutsche Gesellschaft für Internationale 
Zusammenarbeit (GIZ)

Costa Rica International Development Agency

Central American Bank for Economic 
Integration (CABEI)

Costa Rica Regional Multilateral Development Bank

Fundación Banco Ambiental (FUNBAM) Costa Rica NonproƼt Foundation

Industrial Development Bank Egypt Egypt National/Commercial Bank

National Bank of Egypt Egypt National/Commercial Bank

Asociacion Alterna ONG Guatemala Business Accelerator/NonproƼt 
Organisation

Banco Hondureño para la Producción y la 
Vivienda (BANHPROVI)

Honduras National Development Bank

Deutsche Gesellschaft für Internationale 
Zusammenarbeit (GIZ)

India International Development Agency

Small Industried Development Bank of 
India (SIDBI) 

India National Development Bank

European Bank for Reconstruction and 
Development (EBRD)

Jordan Multilateral Development Bank

United Nations Capital Development Fund 
(UNCDF)

Kenya International Development Fund



Implementation Organisation Country Type of Organisation

African Guarantee Fund Kenya Regional Development Fund

Nacional Financiera (NAFIN) Mexico National Development Bank

Sociedad Hipotecaria Federal (SHF) Mexico National (federal) mortgage corporation

Kreditanstalt für Wiederaufbau (KfW) Mexico/Peru International Development Bank

Mayors Oƾce of the Municipality of 
Ulaanbaatar City

Mongolia Municipality (Ulaanbaatar)

Ministry of Construction and Urban 
Development

Mongolia National Ministry

National Fund for Sustainable 
Development (FNDS)

Mozambique National Trust Fund

Agence Française de Développement 
(AFD)

Namibia International Development Bank

Nabil Bank Limited Nepal Local Bank

Banque Rwandaise de Développement 
(BRD)

Rwanda National Development Bank

Industrial Development Corporation (IDC) South Africa National Development Bank

Bank of Agriculture and Agricultural 
Cooperatives

Thailand State-owned Development Bank

Electricity Generating Authority of 
Thailand (EGAT)

Thailand National Fund

Energy Transition Fund Tunisia National Fund
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