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Executive summary

This report is a synthesis of evidence gathered
on transformational change within the Climate
Investment Funds (CIF). It complements a parallel
evaluation on transformational change in the
countries where CIF operates. It is distinguished
from the evaluation by a focus on the secondary
literature, produced both within and outside
CIE. The objective of the evidence synthesis is to
enhance understanding of how transformational
change happens across the CIF portfolio, in a
range of country, sector and technology contexts.
CIF was established in 2008 to provide scaled-up
climate finance to developing countries to support
progress towards low-carbon, climate-resilient
development. Channelled through multilateral
development banks (MDBs), CIF encompasses
two funds: the Clean Technology Fund (CTF) and
the Strategic Climate Fund (SCF), which includes
three targeted programmes — the Forest Investment
Program (FIP), the Pilot Program for Climate
Resilience (PPCR) and the Program for Scaling
Up Renewable Energy in Low Income Countries
(SREP). Contributor countries to CIF have pledged
more than $8.3 billion to fund preparatory
activities and investments in over 70 countries.

Main findings across all CIF
programmes

Guiding the learning objectives of the evidence
synthesis have been two learning questions,
developed as part of the CIF Transformational
Change Learning Partnership (TCLP) process:!
First, to what extent and how does
CIF’s approach to planning, designing and
implementing its investments work to advance
transformational change?

In response to this question, this evidence
synthesis has found that two findings hold across
all four CIF programmes, in terms of how the
CIF approach is advancing transformational
change in a number of countries:

e First, there is evidence that the CIF planning
approach of extensive consultation has
secured the necessary collaboration for multi-
sector engagement where it is needed for
planning climate change actions that require
different sectors and groups of actors to
work together.

e Second, national ownership over CIF
investments has been strengthened by
working through ministries that have the
mandate to coordinate action across the
government administration.

Second, to what extent, how and under what
conditions are CIF-supported investments and
activities contributing to transformational change?

The contribution that CIF investments make to
transformational change is still emerging, yet two
general findings already stand out:

e First, CIF investments have supported
enterprises at all scales (from micro, small and
medium-sized enterprises (MSME) to large
corporates), not only in mitigation strategies,
but also for strengthening climate resilience.

e Second, some climate change programmes and
technologies in sectors and countries previously
supported by CIF are no longer dependent on
international concessional climate finance. The
likelihood of the sustainability of such actions is
therefore increased.

1 The TCLP is described in the introduction of this report.



Findings by programme

The main findings for each of the four CIF
programmes will now be documented,
recognising their differing contexts and
transformational change processes.

Clean Technology Fund (CTF)

Findings on CTF design

CTF was set up with an overall transformation
objective of supporting the creation of,

or transition to, low-carbon economies

by experimenting and learning from large
investments in innovative low-carbon
technologies. CTF has sought to achieve its
objectives by catalysing replication and the
scale-up of investments through private sector
involvement (as co-financiers, recipients of
finance and suppliers of equipment) and
ultimately the phase-out of reliance on
concessional international climate finance. The
reviewed literature points to several features that
have enabled CTF to pursue this objective in
strategically relevant ways.

® The CTF strategy to invest large sums in a
small number of clean energy technology
projects has arguably been transformational
in itself, as it has enabled CTF to engage lead
ministries responsible for strategic planning
and financial management in partner countries.
This has helped bring climate finance into
the mainstream of national economic and
development decision-making in countries such
as Mexico, Morocco and Turkey.

e The momentum gained through the
programmatic planning process, along with
the certainty and flexibility of the large CTF
resource envelope, has facilitated the design of
innovative, sometimes first-of-a-kind projects,
as in Mexico and Turkey for energy efficiency.

e CTF has supported countries’ enabling
environments for transformational
change with concessional finance that has
complemented and leveraged MDBs and
bilateral donors’ technical assistance on
policy, institutional and regulatory work.
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Findings on CTF outcomes

e CTF interventions have been strategically
timed to accelerate, scale up and deepen
transformational processes and outcomes.

e Several clean energy markets, including wind
energy in Mexico and energy efficiency in
Turkey, have continued to grow without support
of public finance following CTF investments,
offering the prospect of sustainable growth.

e Scaling is faster in CTF-supported
interventions in increasingly cost-competitive
renewable technologies, such as wind or solar
photovoltaic (PV) in Mexico and Thailand,
when compared to CTF investments in
less cost-competitive technologies, such as
geothermal in Indonesia.

e CTF investments have supported the
deployment of innovative technologies, such as
concentrated solar power (CSP), by responding
to the enabling environment, particularly
where this has been associated with strong
political commitment, as in Morocco.

Pilot Program for Climate Resilience
(PPCR)

Findings on PPCR design

PPCR’s transformative approach, through

the design of Strategic Programs for Climate
Resilience (SPCRs), has aimed to establish

a common, multi-sectoral vision for climate
resilience aligned with national development
priorities. SPCRs have been designed to address
multiple barriers to advance systemic change,
spur scalability and increase the likelihood of the
sustainability of supported interventions.

e The programmatic approach has changed
the way that countries such as Tajikistan
and Cambodia approach climate resilience,
providing the first opportunities to adopt a
multi-sectoral approach, thereby advancing
the national enabling environment for
climate-resilient investments.

e Establishing a strategic focal unit within
government to champion coordination
and cooperation of the PPCR, as occurred
in Zambia and Bangladesh, has been



instrumental for country ownership, the
improvement of institutional processes
and the strengthening of policies related to
climate resilience.

e Countries with existing climate change
adaptation priorities as expressed through
National Adaptation Programmes of Action
(NAPA), such as Bangladesh and Nepal, have
used these to inform the early development
of their SPCR strategies. This has brought
both opportunities and challenges in terms
of increasing speed of action while ensuring
national ownership.

Findings on PPCR outcomes

e New planning frameworks, developed as a
result of SPCR preparation or embedded in
PPCR investments, have increased awareness
and understanding of vulnerability to climate
change, as evidenced through the review of
programmes in Nepal and Mozambique.

e Strategic timing of technical assistance to
strengthen knowledge systems on climate
resilience has supported the development
of national adaptation strategies. There are
documented examples of this from Tajikistan,
Bangladesh and Nepal.

e CIF reporting on PPCR results has supported
systemic change by providing governments
with monitoring and evaluation (M&E) tools
to measure progress of climate resilience
that can be mainstreamed into national
systems. This has increased the capacity of
governments, notably in Nepal and Zambia.

e The SPCR process in many countries,
including Bangladesh, Bolivia, Jamaica and
other Caribbean countries, Mozambique,
Tajikistan and Zambia, has successfully
facilitated co-finance from the MDBs,
bilateral donors and private investors for
PPCR investments to scale up resources for
climate-resilient actions.

e Sub-national engagement at the district level
to secure participatory mainstreaming of
climate change adaptation, as happened in
Tajikistan and Nepal, has helped to secure
scaling up of subsequent PPCR investments.

Forest Investment Program (FIP)

Findings on FIP design

The programmatic approach in the FIP includes
the preparation of a country investment plan
(IP), which aims to align with ongoing initiatives
that support the reduction of emissions from
deforestation and forest degradation, often in
the context of national REDD+ processes.? The
preparation of IPs has enabled FIP countries to
identify major drivers of deforestation and shape
investment outcomes towards them, focusing on
cross-sectoral linkages in forest-related sectors.
FIP has also developed a Dedicated Grant
Mechanism (DGM) for Indigenous Peoples and
Local Communities (IPLCs), providing a role for
IPLC organisations to develop and implement
their own actions with the aim of reducing
deforestation and forest degradation.

e Efficient coordination and collaboration
between MDBs, governments and national
stakeholders have established or strengthened
the strategic relevance of the country IP
preparation by bringing all actors into
the planning process, and this in turn has
helped to keep activities relevant through
IP implementation.

e Adopting a national systems approach
where the context, drivers and barriers to
forest conservation are identified in the FIP
IP has been key to secure action at scale, as
documented in Brazil and Burkina Faso.

Findings on FIP outcomes

e New partnerships have been formed to
improve forest and agricultural management
practices. This institutional cooperation across
government agencies has helped to bring
together sectors that are impacted by, or that
possibly drive, deforestation and land-use
change to find cross-sectoral solutions. Such
partnerships appear to promote ownership
and bring about economic gain at the local
level, as demonstrated in Ghana and Mexico.

e FIP capacity-building activities, together with
the deployment of financial instruments,

2 Reduced Emissions from Deforestation and Forest Degradation (REDD+).
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has helped to shift market perceptions

by showcasing the synergies between the
agriculture and forest sectors. Documented
evidence of this comes from Mexico and Brazil.

e In Brazil, Burkina Faso, Democratic Republic
of Congo (DRC), Indonesia and Peru, the
DGM is showing it is possible to empower
and acknowledge the value of IPLCs, while
promoting natural resource management.

e The likelihood of sustainability of FIP
investments has been strengthened by
governments committing budgetary resources,
introducing new fiscal measures and/or making
legislative change to develop FIP initiatives
deemed to be successful. Documented examples
of such action come from Mexico, Brazil, Lao
PDR and Burkina Faso.

Scaling Up Renewable Energy in Low
Income Countries Program (SREP)

Findings on SREP design

SREP has aimed to create new economic
opportunities and increase energy access and
supply by investing in renewable energy in
low-income countries. These investments were
designed to be coupled with policy, regulatory
and capacity-building activities to leverage both
public- and private-sector strategies to speed up
or deepen market maturity of both on-grid and
off-grid energy sources.

e SREP has provided the opportunity for
countries to adopt a systematic approach to
energy sector development by assessing the
full range of renewable technology options
appropriate to the country context, often for
the first time.

e The process of developing the SREP IP,
through multi-stakeholder consultation, has
facilitated governments’ effective engagement
with a wide range of stakeholders from the
energy sector, as demonstrated in Kenya.

e SREP’ support to micro- and mini-grids
is expected to increase energy access
significantly while bringing about broader
socio-economic benefits, as documented in
the Maldives and Rwanda.
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Findings on SREP outcomes

e SREP has helped strengthen the enabling
environment for accelerated renewable energy
deployment in low-income countries, as
demonstrated in Honduras and Tanzania.

e SREP interventions have activated processes
that lower renewable energy deployment
risks for both government and private sector,
attracting developer and financier interest and
follow-on investments. Country examples
include Kenya, Ethiopia and Nepal.

Cross-cutting issues

The evidence synthesis provides insights into two
cross-cutting issues: the first, on gender, applies
across all four CIF programmes; the second
highlights private sector transformation within
the Strategic Climate Fund (SCF), particularly for
the FIP and PPCR programmes. The role of the
private sector as an important partner of the CTF
and SREP (as private investors, project developers
and businesses) is well established. However, for
the other two SCF programmes (i.e. the PPCR and
FIP) this role has perhaps been less visible.

Building gender considerations into CIF to

bring about transformational change

e The importance of gender equality to
transformational change has been recognised
and incorporated into CTF planning
frameworks, contributing to changing some
country practices, as evidence from Viet Nam
demonstrates.

e There is evidence of mainstreaming
gender into the design of a wide range of
SCF investments as a potential driver of
transformational change in several countries,
including Cambodia, Lao PDR and Nepal.

Private sector transformation in the SCF

e Climate risk information that directly
caters to private sector needs, together with
the provision of loan finance, has created
incentives for private sector action, as
documented in the energy sector in Tajikistan.

* A mixture of microfinance and risk-sharing
mechanisms in countries such as Tajikistan



and Nepal has been key to transferring risks
away from individuals and private companies
in the agricultural sector, increasing private
sector engagement in climate-resilient actions.
The FIP portfolio emphasises investments
that address financial barriers, such as

limited financial services, which is leading to
a transformation in opportunities for rural
enterprises in Mexico.

Suggested ways forward

The evidence synthesis has identified several
actions that CIF and the wider global climate
finance community could take to foster
transformational change.

Recommendations to foster transformational
change

1.

CIF programme implementation over the

next period should build on the experience
and expertise gained during the first 10 years
of CIE. The comparative advantage of CIF

has been an ability to work through a few
MDBs in a targeted number of countries using
concessional resources that can catalyse higher
levels of investment to secure large-scale
impact. This approach can continue to set it
apart from other parts of the international
climate finance architecture during programme
and project implementation.
Multi-stakeholder consultation, across
government, private sector actors and

civil society, is a key feature of the CIF
programmatic approach and should be
maintained throughout the implementation of
country programmes and projects in all four
CIF programmes. This approach has changed
the way some countries have planned

their response to climate change. There is

a need now to continue with this type of
consultative engagement during programme
implementation. The success of working
through lead ministries responsible for
strategic investment planning and financial
management also needs to be maintained to
secure this approach.

3. CIF country programme planners and project
implementers should assist in strengthening
the planning for, and monitoring of,
transformation. This would entail developing
more detailed country theories of change
(ToCs) and ensuring that all investment
projects are clearly aligned with these. The
new national process within which this could
be embedded is the Nationally Determined
Contributions (NDC) reporting that countries
are obliged to submit to the United Nations
Framework Convention for Climate Change
(UNFCCC).? CIF could support this new
process by developing tools for programme
planners and project implementers based
on the concepts of transformational change
developed so far (e.g. the four dimensions).

4. CIF should continue the flexible use of
its funds and retain high risk tolerance
levels when considering the use of financial
instruments to support transformation,
especially for emerging or challenging
technologies. The CIF approach has been able
to foster innovative country investment plans
(IPs), programmes, projects and approaches
to engender transformation. CIF should
further explore ways in which it can continue
to support innovation by providing financial
instruments that address project types with
higher levels of risk, which are often needed
in complex and challenging contexts.

Recommendations on transformational
knowledge gaps

The following recommendations address current
transformation knowledge gaps, which need to
be addressed to increase understanding of how
transformational change happens.

5. CIF should invest in further learning activities
that address relevant knowledge gaps in the
literature highlighted in the evidence synthesis:
a. The evidence base of transformational

change in the FIP and SREP programmes
remains very limited. From a portfolio
perspective, the FIP programme
disbursement is significantly ahead of the

3 The relevance of CIF in assisting countries to implement their NDC was raised at the October 2018 TCLP workshop.
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SREP programme, but the evidence synthesis
found a similar amount of publications that
relate to transformational change for both
programmes. This suggests that the FIP may
be an insufficiently studied programme.

b. More learning studies about CIF outcomes
are required, as the overall portfolio
implementation nears its mid-point. A
significant amount of the transformational
change learning that the CIF experience
could offer is yet to be captured
(acknowledging the ongoing efforts of CIF
knowledge activities). Such learning can
usefully be grounded in the four dimensions
and nine arenas of transformation
developed by the Transformational Change
Learning Partnership (TLCP).*

c. Important areas of the CIF experience
currently under-represented in the
literature on transformational change
include the cross-cutting theme of gender,
the Dedicated Private Sector Programs
(DPSP) of the CTF and the Private Sector
Set Asides (PSSAs) of the SCE

d. There may be opportunities for across-CIF
programme learning in-country. Several
countries (e.g. Bangladesh, Cambodia,
Honduras, Nepal and Zambia) have

multiple CIF programmes, and future
research could look to explore what (if
any) in-country complementarities exist
between the programmes.

6. CIF should continue to promote a broad

understanding of transformational change.
While the TCLP concepts and theory of
transformational change were successfully
tested in this evidence synthesis, the
dimension of sustainability requires further
study. In addition, further analysis of the
trade-off between opportunities that offer
the prospect of securing change quickly,
compared to investing with a longer-term
view would aid decision-making.

. The overall CIF portfolio provides an

opportunity for more structured learning

on transformational change, building on

the existing Evaluation and Learning (E&L)
Initiative. Given that much of the portfolio

is now in the project pipeline stage or under
implementation, consideration could be given
to embedding ‘learning partners’ — within
countries or at the programme level - to
play a targeted learning function. This would
promote better understanding, more effective
application and efficient learning focused on
tracking transformational change.

14
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1

1.1 Climate Investment Funds and
transformational change

The purpose of this report is to provide
an overview of evidence collated on
transformational change in the context
of the Climate Investment Funds (CIF). It
covers findings from earlier papers of the
Transformational Change Learning Partnership
(TCLP), findings from the broader CIF
Evaluation and Learning (E&L) Initiative, as well
as research and analyses relevant to the theme of
transformational change.

CIF was established in 2008 to provide scaled-
up climate financing to developing countries
to support transformational change towards
low-carbon, climate-resilient development.
Channelled through multilateral development
banks (MDBs), CIF encompasses two funds:

Box 1 The Transformational Change Learning
Partnership

CIF’s Evaluation and Learning (E&L)
Initiative established the Transformational
Change Learning Partnership (TCLP) in
2017. The overall purpose of the TCLP is to
increase the transformative impact of CIF
investments and those of other funds by
establishing a more systematic and robust
understanding of transformational change
in the CIF context. It has done this through
multi-stakeholder workshops — including
representatives from CIF recipient countries,
donors, MDBs, the CIF Administrative Unit
and civil society organisation observers,

as well as other climate funds, external
think tanks and independent experts — to
both inform and learn from evidence on
transformational change.
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the Clean Technology Fund (CTF) and the
Strategic Climate Fund (SCF), which includes
three targeted programmes — the Forest
Investment Program (FIP), the Pilot Program for
Climate Resilience (PPCR) and the Program for
Scaling Up Renewable Energy in Low Income
Countries (SREP). Contributor countries to CIF
have pledged more than $8.3 billion to fund
preparatory activities and investments in over 70
countries. Securing the transformational change
necessary to move the world to a low-carbon,
climate-resilient future has been a central aim
of CIF since its inception (World Bank, 2008).
The first mention of ‘transformation potential’
appeared in the 2009 CTF investment criteria:

In the context of the CTF, the term
‘transformation potential’ is defined as
the extent to which the deployment,
diffusion and transfer of technologies
and the implementation of policy
reforms result in significant reduction

in emissions growth against a national,
regional or sector baseline (CIF, 2009: 7).

A broader operational definition of
transformational change in the context of
international climate funds has taken time to
evolve, with its systematic adoption considered
to be just beginning by 2014 (Mersmann and
Wehnert, 2014: 6). The TCLP was launched

in April 2017, to foster a more systematic and
robust understanding of the concept, both in the
context of CIF and more generally (see Box 1).
An initial outcome of the TCLP was the following
working definition of transformational change:

Transformational change involves
‘strategic changes in targeted markets
and other systems with large-scale,
sustainable impacts that accelerate or
shift the trajectory towards low-carbon



and climate-resilient development’
(Ross Strategic and Community
Science, 2018: ii).°

The TCLP group developed additional

concepts to further understanding, including
identifying four dimensions of transformational
change (relevance, systemic change, scale and
sustainability). These dimensions describe the
processes and impacts necessary to achieve
transformational change and built on earlier
work carried out by the Independent Evaluation
Group of the World Bank Group (e.g. IEG, 2016)
and the Independent Evaluation Office of the
Global Environment Facility (e.g. GEF, 2017). A
second conceptual grouping that was developed
were arenas of intervention, which represent
entry points for action that can enable or catalyse
transformational change. Nine such arenas were
identified through the TCLP process: financing;
governance and engagement; institutions;
knowledge and information; markets; natural
capital; policies; practices and mindsets; and
technologies and infrastructure. These concepts
were all brought together in a unifying draft
theory of transformational change (Figure 1).

Figure 1 CIF draft theory of transformational change

Source: Transformational Change Learning Partnership.

Country context was recognised as being
very important and so building on national
climate change strategies and MDB country
programming was considered key to CIF
making an effective contribution towards
transformational change.

2018 has seen a new phase of work by the
TCLP: to evolve and deepen the understanding
of transformational change. This has included an
evaluation study of transformational change in
CIF (Itad et al., 2018) and a multi-stakeholder
facilitated learning process. Complementing
these two strands of enquiry is this evidence
synthesis that has collated information on
transformational change from the TCLP E&L
studies, as well as from other sources both
within and outside CIF to augment the primary
research carried out by the evaluation study.
These three strands of work have been developed
in a simultaneously reinforcing manner and have
benefited from close interaction with the TCLP
group. Two TCLP learning workshops were held:
the first, in May 2018, included a review of the
evidence synthesis methodology; and the second,
in October 2018, provided an opportunity to
present the results of the evidence synthesis to the

S Internal CIF report.
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group and receive feedback prior to completion
of this report.

1.2 Context within which CIF
operates

CIF is part of an international response to

the many challenges posed by climate change

and operates globally across a wide range of
countries, sectors and technologies. It supports
actions carried out by an equally wide range of
actors, reflecting the ambition of the CIF goal to
contribute to the transformational change that will
bring about a low-carbon, climate-resilient future.

Decarbonisation is a recognised global
challenge facing all countries. Many initiatives
involving collective action are now underway,
requiring very considerable levels of financing
(Meltzer, 2016; Abramskiehn et al., 2017). The
need for this finance is driven by the fact that
many countries have seen a massive scaling up
of policy attention on climate change over the
last 10 years (Asian Development Bank, 2017).
This has led to a stronger enabling environment
of national policies, strategies, regulations and
institutions. CIF aims to support and influence
these government-led processes and structures.

Climate change-related targets are now
included in national policies across a range of
sectors. These act as a major driver of reform,
particularly in the energy sector. In many less
developed countries, securing clean energy
access is seen as being as much a development
imperative as a climate change challenge; and in
some emerging economies, moving away from an
economic growth model based on fossil fuels is a
significant challenge.

CIF investments operate in highly complex and
dynamic contexts. Policy uncertainty raises the
level of investment risk (Micale and Oliver, 2015)
and political change can have a large impact on
implementation programmes (ICF International,
2018). Economic conditions also matter: the
post-2008 changes in global financial conditions
significantly reduced both public budgets and
private investment in many countries, reflecting
a more challenging investment climate (Econoler,
2013). Social policies often give emphasis to the
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needs of vulnerable groups, including women
(World Bank et al., 2015; Asian Development
Bank, 2016). Hence, climate change actions

may include poverty reduction and gender
equality objectives, reflecting the inter-
connectiveness between climate and development
policy (Westholm and Arora-Jonsson, 2015).
Environmental policies are often hampered by
economic and financial assessments that continue
to give less weight to non-markets costs and
benefits (IIED and LTS, 2018).

Innovation and technological change can
happen rapidly. This has been particularly
characteristic of parts of the renewable energy
sector over the last decade: including geothermal
energy (Barnard and Nakhooda, 2014), off-grid
solar power (Westphal and Thwaites, 2016) and
concentrated solar power (CSP)(Boyd et al., 2014).

Most countries recognise the important role
to be played by the private sector in the national
response to climate change. However, the private
sector is a broad term that includes enterprises
across a wide range of scales — from micro, small
and medium-sized enterprises (MSMEs) to major
corporations (CIF, n.d.). Many MSMEs are in
the informal sector and reaching such enterprises
with traditional financial products is difficult
(Watson and Patel, 2018). This increases the
challenge of developing appropriate investment
projects, which often require a range of
partners and the deployment of several financial
instruments (IIED and LTS, 2018).

The ambition of CIF-implementing MDBs
to increase their financing of climate action
has also increased significantly over the past
decade, through both mitigation and adaptation
investments (IED, 2014; Meltzer, 2018). This
growing commitment has built on — and
benefited from — their country experience with
CIF (Nakhooda and Norman, 2014).

Hence, while each country context sets the
boundaries for particular CIF investments at any
one time, the overall global trajectory over the
last 10 years is one of an increasing response to
climate change by both the public and private
sectors, as well as civil society. The challenge that
CIF sets is to ensure that its contribution to such
change is transformational.



1.3 Evidence synthesis approach

1.3.1 Analytical approach

Aligning with the TCLP’s learning ethos, the
objective of this evidence synthesis is to understand
to what extent and how CIF is working to advance
and contribute to transformational change.
Guiding the learning objectives of the evidence
synthesis are four learning questions developed as
part of the TCLP process:

1. How is transformational change
conceptualised in the field of international
climate finance?

To what extent and how does CIF’s approach
to planning, designing and implementing

its investments work to advance
transformational change?

To what extent, how and under what
conditions are CIF-supported investments and
activities contributing to transformational
change?

How can CIF and others increase their
contributions to transformational change?

To answer these learning questions, a theory-
based approach using the context-mechanism-
outcome lens of inquiry has been used for

the evidence synthesis, reflected in the way

the evidence was extracted from the source
documents (for more details see Annex 3).
This approach aims to understand how change
happens — specifically, how an intervention
contributes to certain outcomes within a specific
context — and is usually used to investigate
complex issues, such as climate change,

where linear attribution cannot be discerned.
Complementing this approach is the testing of
seven evaluation hypotheses, developed as part
of the parallel evaluation study, that aim to
explore major mechanisms through which

CIF has contributed to transformational
change (Annex 1 lists a full formulation of the
evaluation hypotheses).

1.3.2 Limitations of the evidence synthesis
The evidence synthesis draws on relevant
documented information, drawn primarily from
85 source documents (see literature reviewed
section). The literature on transformational
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change in the CIF context is not large, with
much of it having been commissioned recently
by CIF or CIF implementing partners. There is a
larger body of work describing CIF programmes
and projects but this does not focus on change
processes, nor attempt to explain how change
happens. The evidence synthesis draws on
published literature in the public domain;

it has reviewed neither internal CIF project
documentation nor internal MDB papers. Only
papers in English are reviewed. With these
caveats, the review of the published literature has
attempted to be as comprehensive as possible.
Annex 3 describes the methodological approach.

This situation, in part, reflects the status of the
CIF portfolio. The investment phase of the four
programmes is now mostly complete, yet project
activity is at varying stages of implementation,
with few completed projects (see portfolio
summaries at the start of each programme
section in Chapter 2). A huge amount of evidence
is therefore being generated that will provide
further insights into how, when and where
transformational change has been supported
by CIFE. Recent findings of the evaluation report
on transformational change in CIF have been
incorporated into this evidence synthesis and,
while providing supporting evidence, also indicate
how much can still be explored.

Many publications focus on where progress
has been strongest across CIF programmes and
this evidence is fully captured in the evidence
synthesis. Experiences of where progress is less
clear are not as well documented, and the lack of
such studies in this evidence synthesis is a known
gap. This gap therefore introduces an uncertain
positive bias to the findings and has reduced the
opportunity to learn from experiences where
progress has not happened as planned.

In reading the programme accounts, it is
important to recognise that the amount of
evidence available for this synthesis shows
considerable variation between programmes
(Table 1). In addition, two ‘pulses’ of
publications by year can be discerned: in 2014
and 2018. These pulses appear to reflect funding
cycles where analysts have had the opportunity
to write about CIE The CIF Evaluation and
Learning Initiative, as well as other CIF
knowledge activities, represent a large proportion



of the 2018 studies; the earlier pulse in 2014
was driven, in part, by multilateral and bilateral
agency knowledge products.

All these constraints point to the limited
evidence base on which conclusions can be
drawn. The evidence synthesis findings therefore
need to be interpreted in this context.

A theory-based approach to evidence synthesis
is highly resource intensive because of the time
needed to collect, screen and review information.
This meant the synthesis team had to prioritise
the extraction of evidence from all potential
studies identified and screened. The highest
priority information in the evidence synthesis
database has been reviewed, with good progress
made on lower priority publications, but it
remains incomplete.® As for any theory-based
investigation, the hope is that the evidence
accumulated provides insights into how change
has happened. This can then be taken up by
others to add to the body of evidence and
strengthen the findings, or improve on them.

For a relatively new field of investigation, this
synthesis therefore represents a significant step in
documenting transformational change in CIF.

1.4 Structure of the paper

Following this introduction, Chapter 2 first looks
at how common features of CIF design have
responded to known barriers to change. Findings
across the four CIF programmes (CTFE, PPCR,
FIP and SREP) are then detailed, by programme
design and outcomes. A short section presents
evidence on two cross-cutting issues: (1) gender;
and (2) private sector transformation in the SCE’
together with a brief analysis of the evidence
base. Chapter 3 concludes the synthesis and lists
recommendations relevant to transformational
change in CIE. We list all reviewed papers

from which evidence has been extracted

and provide annexes including detailed CTF
technology case studies and a description of the
evidence synthesis methodology.

Table 1 Papers reviewed by programme and year of publication
CIF programme 2018 2017 2016 2015 2014 Earlier Total
CTF 8 2 1 3 11 4 29
PPCR 3 1 3 5 12 3 27
FIP 6 2 0 3 4 0 15
SREP 5 1 0 2 6 0 14
Total 22 6 4 13 33 7 85

6 Table A3.1 (Annex 3) documents the number of publications from which evidence has been extracted, compared to the

larger number of screened publications.

7 The private sector has been a stronger defining characteristic of the CTF and so features in that programme section of the

evidence synthesis.



2 Findings

The evidence base on transformational change
in the CIF context is limited. The results
summarised in the following sections pick

out themes for which there is supporting
documented evidence. The key challenge faced in
compiling this synthesis is that transformational
change takes place within complex systems

that extend considerably beyond individual
project implementation, which is the focus of
much reporting. Being dependent on secondary
sources is a major limitation of this study, which
should be borne in mind when reviewing these
findings. However, the opportunity already
mentioned to share and discuss the findings at

a TCLP workshop, together with an extensive
peer review process, gives us confidence that
what follows represents progress being made by
CIF towards designing for and contributing to,
transformational change.

2.1

2.1.1 Barriers to transformational change
Earlier work of the TCLP identified several
barriers that all CIF programmes have had to
address to advance transformational change
(Ross Strategic and Community Science, 2018).
Examples of the barriers relating to most of the
evidence collated from the literature from across
the CIF portfolio are cited below (see Figure 11).
How CIF design processes have attempted to
respond to these barriers is then described, first
in general terms and then expanded on in each of
the four programme sections.

Climate Investment Funds design

Financial barriers

Several financial barriers relate to the
underdevelopment of financial markets in
many CIF partner countries, which means that
businesses requiring debt finance for climate
investments incur high interest rates and must
accept short debt maturities (Stadelmann et al.,
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2014). For many domestic development finance
institutions, climate-relevant projects often do not
‘offer the returns needed for the institutions to
consider investing’ (Abramskiehn et al., 2017: 18).
The global context has also had an influence.
CIF was established during a period of
unprecedented economic turmoil, with the 2008
global financial crisis leading to a major turndown
in many national economies. Few countries
escaped these difficult economic conditions, which
impacted CIF development in various ways.

Knowledge barriers
The reliability of climate data, particularly when
collected in remote areas, cannot be guaranteed
and temporal coverage is often incomplete.
The development of downscaled models that
could inform investments in climate change risk
reduction is severely constrained as a result. In
turn, this means that not enough knowledge or
analysis of the key socio-economic vulnerabilities
in relation to climate change have been generated
at the local level (Asian Development Bank,
2017). More broadly, a lack of technical capacity
at the national level to make data available to
end users remains a challenge (Itad et al., 2018).
Several sources note that knowledge gaps hold
back the private sector from investing in climate
change action (e.g. IEG, 2016; Vivid Economics,
2016). The most important gaps relate to a
lack of awareness of the climate change risks a
business may face and lack of understanding of
the technological and investment opportunities
available (Vivid Economics, 2016; OneWorld and
OPM, 2018a).

Regulatory barriers

Scaling up of demonstration projects can be held
back in the absence of implementing regulations
to support new technologies. Evidence of this
comes from several countries, including Egypt
and Indonesia (Westphal and Thwaites, 2016;



van den Akker, 2018a). Constraints associated
with social policy are also cited in the literature.
For example, government subsidies that cap the
price of electricity to enable access for vulnerable
groups may limit the opportunity for the
entrance of new renewable technologies in the
energy market (Rakhmadi and Sutiyono, 2015;
van den Akker, 2018b).

Regulatory barriers can lead to differentiated
outcomes by gender. For example women may
be unable to secure formal title to land to act as
collateral for credit (World Bank et al., 2015).
More broadly, lack of an effective land tenure
system is often cited as holding back investments
in land-based initiatives (e.g. [IED and LTS, 2018).

Institutional barriers

Low technical and institutional capacity and high
staff turnover within governments have affected the
development and implementation of CIF country
programmes at times. These factors are described
as limiting the pace and quality of wider climate
change programme development and the expansion
of the public sector response to climate change

in CIF pilot countries (Asian Development Bank,
2017; Itad et al., 2018). Underlying coordination
challenges were reported as a constraint at the
beginning of the PPCR (e.g. Seballos and Sonke,
2011; Shankland and Chambote, 2011). Likewise,
meaningful inter-ministerial collaboration

on FIP was reportedly held back in its early

stages by limited information flows between
relevant ministries (CIE n.d.). Such inter-agency
coordination challenges appear to continue to hold
back change (Itad et al., 2018: 52).

2.1.2 CIF design response

Focusing on the goal of transformational change
Many internationally supported climate change
project interventions bring about incremental
change: the challenge that CIF set itself was to
make a contribution to transformational change.
Reviews of programme design highlight that this
transformation goal is present in CIF programme
documentation, demonstrating this intent. For
example, in their 2018 CIF portfolio analysis,

Ross Strategic and Community Science note:
‘CIF investment plans and project documents
generally do an effective job of addressing
transformational change concepts, suggesting
there is concentrated attention to advancing
transformational change’ (Ross Strategic and
Community Science, 2018: iii).?

Securing change at scale is one of the four
dimensions of transformational change, with
accelerated large-scale change the intended
impact. The scale of investment has been a
defining feature of CIF programmes and projects
from the beginning (Nakhooda and Norman,
2014; Amerasinghe et al., 2017). Also, CIF
investment programmes have often been designed
to complement MDB development programming
in the pilot countries and vice versa, offering
scope for scaling and sustainability (Barnard and
Nakhooda, 2014; Trujillo et al., 2014).

Promoting inclusive planning

The development of programmatic country
investment plans (IPs) lies at the core of the

CIF approach and has set it apart from other
international climate funds. The programmatic
approach aims to ensure that CIF investments
respond to nationally determined needs and
contribute to locally owned development plans
(Rai et al., 2015). By taking a whole-of-economy
systems approach across the dimensions of
transformational change, the programmatic
approach aims to increase the likelihood of
transformational change happening. In the 2018
evaluation of the CIF programmatic approach,
ICF International define the approach as:

The CIF programmatic approach
encompasses the development and
implementation of a country-led IP
— supported by MDB collaboration,
informed by multi-stakeholder
consultation and associated with

a predictable and flexible resource
envelope — that sets out strategically
linked investments, unified by

a transformative vision (ICF
International, 2018: vii).

8 Internal CIF report.
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At the national level, engagement with
finance, planning and line ministries, as well
as private sector and civil society actors, has
been a characteristic of CTF and all three SCF
programmes (Asian Development Bank, 2017).
Multi-stakeholder national steering committees
have supported CIF IPs (ICF International,
2014) and this inclusive governance is reflected
at the global level in the CTF and SCF Trust
Fund sub-committees (Wood and Martin, 2016).
The FIP Dedicated Grant Mechanism (DGM)
for Indigenous Peoples and Local Communities
represents a CIF strategy that reaches out to
sub-national actors to involve them as the direct
counterparts in local level climate change actions
(Douthwaite et al., 2018).

Monitoring and reporting also follows a
collaborative approach (Roehrer and Kouadio,
2015), with some indicators reported as being
embedded into national frameworks from an
early stage (CIF, 2014e).

Planning for private sector action

Nakhooda and Norman (2014) and the World
Bank (2018) both identify the CIF use of
concessional lending, together with other financial
instruments, as strategic devices to provide
financial resources to engage the private sector in
climate change action. Meltzer (2018) reports that
MDB expertise and experience with the private
sector in development activity has been strongly
drawn upon to help design CIF engagement

with the private sector. CIF has also employed
targeted strategies to involve private sector actors
in climate change actions from an early stage
through the introduction of the Dedicated Private
Sector Programs (DPSPs) in the CTF (Trabacchi
et al., 2016; ICF International, 2018) and Private
Sector Set Asides (PSSA) in the SCF (Vivid
Economics, 2016). Several authors (e.g. Trabacchi
and Mazza, 2015; IIED and LTS, 2018; OneWorld
and OPM, 2018b) identify MDB engagement with
national financial intermediaries as a strategy that
CIF has adopted to reach MSME:s.

Addressing capacity constraints and knowledge gaps
CTF and the three SCF programmes have

invested heavily in capacity-building efforts. For
example, all SREP IPs are reported to include
funding for capacity building of key stakeholders.
FIP self-reporting indicates that 19% of sub-
committee approved project spending is directed at
capacity building, institutional strengthening and
governance reform (CIE forthcoming).” Equally, all
PPCR countries have sought funding to strengthen
the national climate services in their country IPs
(Trujillo et al., 2014; Asian Development Bank,
2017). There are many country examples of

CTF and PPCR-supported capacity building (e.g.
Trabacchi and Stadelmann, 2016).

2.2 Clean Technology Fund (CTF)

2.2.1 CTF at the global level
CTF is a $5.6 billion fund established in 2008 to
provide scaled-up financing to contribute to the
demonstration, deployment and transfer of low-
carbon technologies with a significant potential
for long-term greenhouse gas (GHG) emission
savings in developing countries. The programme
operates in 15 countries and involves one
regional programme — Concentrated Solar Power
in the Middle East and North Africa — as well as
three dedicated funding windows, the Dedicated
Private Sector Programs (DPSP).1°

By 30 June 2018:!"

e 15 country IPs and the regional MENA-CSP
programme IP have been endorsed by the
CTF Sub-Committee.

e $5 billion has been approved by the CTF Sub-
Committee for 130 projects and programmes,
which are expected to mobilise $46 billion in
co-financing from private and public sectors,
MDBs and bilateral agencies. Private investors
are the largest source of this co-financing,
expected to contribute $16 billion.

® 98 projects have been approved by MDBs
for a total of $4.6 billion. 80 projects are

9 CIF (forthcoming). FIP semi-annual operational and results report, second semester FY 2018. FIP/SC.21/3.

10 This evidence synthesis has identified a lack of information on transformational change as related to the DPSP.

11 CIF (forthcoming). CTF semi-annual operational report. November 2018. CTF/TFC.22/3.



receiving disbursement, for a cumulative
amount of $2.2 billion.

e Eight projects have been completed (fully
repaid) to date.'?

Over the past 10 years, the global low-carbon
energy landscape has evolved profoundly. When
CTF started in 2008, deployment of utility-scale
renewable energy in developing countries was
very limited due to high technology costs and
investment risks. This global context started
transitioning with large-scale investments in
renewable technologies, especially in wind and
solar PV, which drove down technology costs
and spurred investments in emerging markets.
This, in turn, activated a virtuous cycle of further
cost reductions through learning from economies
of scale and further investment in technological
development. Between 2004 and 2017, global
cumulative investments in the low-carbon

sector totalled $2.9 trillion, with investments in
new renewable electricity far outstripping new
investments in fossil fuel generation capacity in
2017 (Itad et al., 2018).

Box 2 CTF: Key findings

CTF has operated within this evolving global
context, often leveraging these macro-trends and
at times contributing to shaping them. The ways
in which CTF has engaged with these trends
and its partner countries, which are further
described in this section, has made a noticeable
contribution, notably in relation to innovative
technologies such as CSP and geothermal, and to
the low-carbon development trajectory of some
middle-income countries (see Box 2).

CTF in the literature

The CTF evidence synthesis draws principally
on 29 source documents (see Box 3). Several
publications date from 2014, with eight new
studies in 2018. These sources are supplemented
by a small number of interviews with relevant
stakeholders engaged in transformational
processes within the programme.'?

CTF features the richest amount of evidence
on transformational change among CIF
programmes. This may be a function of the
initial programme approach to establish projects
quickly in participating countries, which has

CTF has been designed for, and has contributed to, transformational change through its
investments and activities. In terms of the four dimensions of transformational change, the
synthesis has found fairly strong signs of scaling processes and outcomes happening in the CTF
portfolio, involving reduction of deployment costs for renewables, replication of investments
and models by the private sector, large-scale capacity increases, and a shift to non-concessional
finance. This scaling evidence is especially strong for deployment of ‘conventional’ renewable
energy technologies, such as wind and solar, and in countries where favourable, pre-existing
enabling environments and/or strong political support existed.

Evidence of systemic change and sustainability has also been identified in the literature, although
to a lesser extent than scaling. There are instances where strong signals of new market dynamics,
business models and supply chains (i.e. market-based approaches) have already become self-
sustaining, such as for the wind and solar PV sectors in certain countries. This evidence was,
however, less certain for newer renewable technologies, such as CSP and geothermal.

A distinctive attribute of the CTF in-country approach has been the strategic timing of
investments and a learning-by-doing attitude which have increased the likelihood of engendering

or accelerating transformational change.

12 CIF (2017a) CTF results report. 5 December 2017. CTF/TFC.20/4/Rev.1.

13 Interviews to clarify key ambiguities found in the literature were carried out in November 2018.



llowed for more learning to be generated and
recorded in the literature.

The experiences of Mexico, Turkey and
Morocco stand out in this evidence base. These
three countries were part of the original group

Box 3 CTF: Evidence base

van den Akker (2018a)

van den Akker (2018b)

ICF International (2018)

Meltzer (2018)

Retallack et al. (2018a)

Retallack et al. (2018b)

Ross Strategic and Community Science (2018)
World Bank (2018)

Abramskiehn et al. (2017)
Amerasinghe et al. (2017)
Westphal and Thwaites (2016)
Climate Investment Funds (2015b)
Micale and Oliver (2015)
Rakhmadi and Sutiyono (2015)
Amin et al. (2014)

of nine countries whose IPs were endorsed in

2009 and where CTF investments have generated

results that have been considered successful
by CIF and the broader international climate
finance community.

Boyd et al. (2014)

Climate Investment Funds (2014c)

ICF International (2014)

International Finance Corporation (2014a)
International Finance Corporation (2014b)
International Finance Corporation (2014c)
Nakhooda and Norman (2014)

Office of Evaluation and Oversight (2014)
Stadelmann et al. (2014)

Whitley et al. (2014)

Econoler (2013)

Climate Investment Funds (2013)
Falconer and Frisari (2012)

Climate Investment Funds (2011)

Note: for the full citation of these reporis, please refer to the literature reviewed section.

Figure 2 CTF country evidence of transformational change

Note: five countries provide the largest quantity of relevant evidence within the studies analysed: Indonesia, Mexico,

Morocco, South Africa and Turkey.
Source: ODI.
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2.2.2 Findings on CTF design

CTF was set up with an overall transformation
objective of supporting the creation of, or
transition to, low-carbon economies by
experimenting and learning from large investments
in innovative low-carbon technologies. This effort
was focused in a small number of countries where
there was potential to achieve large-scale GHG
emission reductions. The transformation objective
was to be achieved by catalysing replication and
the scale-up of private investments and ultimately
the phase out of reliance on concessional
international climate finance.

The reviewed literature points at several
features that have enabled CTF to pursue this
objective. These include: (1) the capacity of
investing large sums in innovative renewable
energy technologies; (2) the use of a
programmatic approach for country investment
planning to address transformational change;

(3) working in partnership with MDBs and
other funders to improve countries’ enabling
environment for transformation; and (4)
strategically leveraging ongoing processes of
transformation in certain countries to achieve
accelerated and scaled-up progress, especially
in those countries with favourable enabling
environments and political support.

CTF is achieving its objective of investing
large sums in innovative, higher-risk technologies
in a small number of countries where strategic
opportunities exist. CTF has concentrated its
funding in 15 countries instead of spreading it
thinly across many recipients. This has allowed
CTF to invest hundreds of millions of dollars
in single projects, with the average portfolio
investment amounting to $49 million, seven
times higher than the average project size of
other multilateral climate funds (Amerasinghe et
al., 2017). Investing larger sums has enabled CTF
to support commercially unproven low-carbon
technologies, contributing to their de-risking,
knowledge generation and cost decrease globally
in the case of CSP and to their de-risking and
feasibility in Indonesia and Kenya in the case of
geothermal (Rakhmadi and Sutiyono, 2015; van
den Akker, 2018b).
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¢ In terms of CSP, as of December 2017, the
CTF had allocated 22% of its portfolio
($900 million) to CSP projects in middle-
income countries (Climate Investment Funds,
2017a). While global deployment had mainly
been driven by the US and Spain, more
recently Morocco and South Africa, who have
received CTF funding for CSP, have emerged
as growth markets. This has contributed to
decreasing the CSP’s levelised cost of energy
by 33% since 2010, to a global weighted
average of $0.22 per kWh in 2017, with some
auctions for plants to be commissioned in
2020 achieving purchasing power agreements
ranging between $0.06 and 0.10 per kWh
— well within fossil fuel cost range (IRENA,
2018: 15 and 35).

e In terms of geothermal energy, as of December
2017 CTF had plans to invest $810 million
to support deployment of this technology
(Climate Investment Funds, 2017a). Much of
this money is targeting the riskiest stage of
early exploration in geothermal deployment,
which makes CTF a unique actor in global
geothermal energy, as the vast majority (84 %)
of international financial institutions shy
away from early exploration risks to focus on
the less risky stages of project development
(Micale and Oliver, 2015). MDB and recipient
government officials interviewed for the
evaluation of transformational change in
CIF (Itad et al., 2018) widely recognised the
important role that CTF has played in shifting
more MDB funding towards the upstream,
higher-risk stages of geothermal deployment.
In fact, since 2013, multilateral financing for
upstream activities grew from 6.7% to 29.2%,
with projects in more than 30 countries (Itad
et al., 2018). According to World Bank officials
interviewed for the evaluation, these projects
are expected to mobilise additional funding of
$1.5 billion from other sources.

Meltzer (2018) demonstrated that the bulk

of CTF investments has gone towards the
higher-risk projects in the investment portfolio
and vice versa; projects having the lowest risk



Figure 3 CTF public sector project investments by risk level
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make up the smallest share in the portfolio
(Figure 3)."

Meltzer also showed that the concessionality
of CTF funding increased as the project risk
increased: projects with higher-risk profiles
received more CTF soft loans, grants and
first loss guarantees, as opposed to low risk
projects which received the least.!> The use of
higher concessionality in the riskiest projects
was successful in attracting co-financing, both
from other public institutions (i.e. recipient
governments, MDBs, bilateral donors) and the
private sector, with public/private co-financing
ratios increasing as project risk increased
(Figure 4). Nevertheless, Meltzer cautions against
overinterpreting these findings, as there are always
information asymmetries about the level of
investment risk that the private sector is willing to
bear, and thus the level of public support required,
which means that private investors may have
funded some of those projects anyway.

The CTF programmatic approach has
engendered increased transformational processes

Risk level

and investments through system changes. CIF
was the first climate fund to use a programmatic
national investment planning approach as its
primary delivery modality. ICF International
and Itad et al. report that most stakeholders
interviewed for their 2018 evaluations (of the CIF
programmatic approach and transformational
change in CIF, respectively) agreed that the
momentum gained through the programmatic
planning process, along with the certainty and
flexibility of the large CTF resource envelope,
facilitated the design of innovative, sometimes
first-of-a-kind, energy efficiency projects, such as
in Mexico and Turkey.

At the same time, the programmatic approach
has contributed to creating more strategic private/
public sector linkages than usually observed in
country and MDB programming — around 30%
of MDB-approved resources in the CTF are direct
private sector investments (ICF International,
2018). This has happened, albeit not extensively,
by strengthening the perspective of private
investors and project developers in public

14 Allocation of finance and investment risk levels are tentative, as the allocation of a risk level to a given investment takes into

account local and project-specific factors that limit the ability to compare risk levels across investments (Meltzer, 2018: 25).

15 The CTF provides highly concessional soft loans for projects with negative rates of return, or below market threshold,
whereas hard loans are given to projects with rates of return near normal market threshold but below risk premiums for

project type, technology, country, or acceleration in deploying low-carbon technology (Meltzer, 2018: vi).
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Figure 4 CTF public sector projects co-financing ratios
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policy-making, which has at times resulted in
more conducive enabling environments for low-
carbon transformation, such as in Chile, Mexico,
Colombia and Thailand (ICF International, 2018).
The 2018 desk analysis of the CIF portfolio
found that country IPs and project documents
target sectors, sub-sectors and technologies that
have potential to advance progress towards
large reductions in GHG emissions. Yet, while
most documents claim to support deployment
of low-carbon technologies beyond the one-off
project, the level of detail provided on how to
scale up, replicate and ensure the sustainability of
changes introduced by investments varies greatly
(Ross Strategic and Community Science, 2018). A
similar criticism can be found in the earlier 2014
Independent Evaluation of CIF, which argued
that many CTF IPs and projects’ ToC did not
credibly demonstrate pathways to transformation
(ICF International, 2014). Part of this can
be explained by the fact that ToC relating to
transformational change were not developed
when CTF began programming.

CTF has supported countries’ enabling
environments for transformational change
with concessional finance that complements
and leverages MDBs and bilateral donors’
technical assistance on policy, institutional
and regulatory work.

Ensuring systemic and sustainable change to
low-carbon activities requires the establishment
of clear policy and regulatory frameworks
and the enhancement of institutional capacity
to follow through on implementation (Ross
Strategic and Community Science, 2018). CTF
was earlier criticised for giving uneven and
insufficient attention to policies, regulations and
institutional arrangements and capacity, with few
IPs directly addressing the regulatory and policy
environment and project designs not addressing
underlying pricing and subsidy barriers (ICF
International, 2014). This was believed to
result in investments that faced implementation
challenges and substantial delays, affecting the
potential for transformation (Nakhooda and
Norman, 2014).



However, this criticism is not reflected in the
evidence collated during the present synthesis,
perhaps reflecting broader experience in the more
recent literature. While it is true that CTF’s main
mode of engagement has been the provision of
concessional finance, its investments, through
MDB technical assistance and financing of
in-country actors, have supported work in arenas
of intervention that improve countries’ enabling
environment for transformational change.
Moreover, CTF funding, like the other CIF
programmes, is by design delivered through the
MDBs. The MDBs have a cascading principle for
investment allocation, which favours ‘upstream’
intervention to improve enabling environments
before resorting to providing risk-bearing or
risk-sharing instruments (such as guarantees and
credit enhancements) or making concessional
loans (Meltzer, 2018).

2.2.3 Findings on CTF outcomes

The following analysis is a synthesis of the
detailed case studies of transformation provided
in Annex 2. Reading these case studies is
recommended for a deeper and nuanced
understanding of the pathways of transformation
that CTF interventions have supported.

CTF interventions have been strategically
timed to accelerate, scale up and deepen
transformational processes and outcomes, as
demonstrated in Mexico and Turkey.

e The Mexican wind power sector was already
undergoing a process of transformation before
the global financial crisis in 2008. Several
regulatory and policy changes were created
throughout the 2000s to stimulate renewable
energy deployment, including laws that
allowed independent power generators to sell
electricity to private offtakers, favourable tax
rules to lower borrowing costs of projects and
ambitious renewable energy targets (IRENA,
2015). This favourable enabling environment
brought about a pipeline of wind energy
projects reaching financial closure, which,
however, saw their debt funding rescinded as
the global financial crisis hit.

¢ In this difficult context, the CTF intervention
proved to be strategically timed. As confirmed
by the International Renewable Energy
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Agency’s (IRENA) independent analysis (in
International Finance Corporation, 2014a),
draft findings of Bloomberg New Energy
Finance’s study on CTF (Bloomberg New
Energy Finance, 2018), and the evaluation
of transformational change in CIF (Itad et
al., 2018), the CTF and MDB’s bridging
investment was pivotal in restoring the
confidence of financial intermediaries to
provide debt financing again, thus resuming
the deployment of wind power technology.
This CTF investment also contributed to
accelerating and deepening the growth of the
wind market by attracting an ever-increasing
number of private investors. In 2012, Mexico
became the first country in Latin America

to attract $298 million debt financing from
international pension funds, insurance
companies and hedge funds — usually among
the most risk-averse investors — to refinance
Acciona Energia México’s 204 MW Oaxaca
IT and IV wind farms (International Finance
Corporation, 2014a). In 20135, the issuance
by Nacional Financiera (NAFIN), the
national development bank, of the country’s
first green bond for wind projects was met
by investor demand five times higher than
the size of the offering of $500 million, due
to high returns. This led NAFIN to issue a
second offering in the following year — this
time in local currency — worth $100 million
(Abramskiehn et al., 2017).

In Turkey, CTF leveraged existing country
strengths and MDB engagement by
financing the Turkish Sustainable Energy
Financing Facility (TurSEFF) and the Turkey
Commercialising Sustainable Energy Finance
(CSEF) programme. Both programmes
strategically targeted small and medium-sized
enterprises (SMEs), a segment of the market
with strong demand for intermediated
energy efficiency. In the case of TurSEFEF

big intermediary banks, with deep branch
networks and focused on SMEs as their
client base, were selected for the programme,
whereas CSEF leveraged the deep networks
that leasing companies had established

with SMEs since the 1980s (Retallack et

al., 2018). Both programmes successfully
scaled up deployment of energy efficiency



technologies by attracting follow-on credit
lines from participating intermediaries on
fully commercial terms (Econoler, 2013;
Itad et al., 2018; Retallack et al., 2018).
Moreover, the TurSEFF business model has
spawned further, more specialised versions
of itself: the third iteration of TurSEFF was
created without concessional finance, the
TuREEFF facility targets the residential
sector and the Mid-size Sustainable Energy
Financing Facility (MidSEFF) focuses on
bigger investments, of between €5 and €50
million (Retallack et al., 2018).

Scaling is faster in CTF-supported interventions
in increasingly cost-competitive renewable
technologies, such as wind or solar PV in
Mexico and Thailand, when compared to CTF
investments in less cost-competitive technologies,
such as geothermal in Indonesia.

The success of early solar farms supported
by CTF finance contributed to the rapid,
privately-driven development of the solar PV
market in Thailand (IFC, 2014b). The 2018 desk
analysis of the CIF portfolio (Ross Strategic and
Community Science, 2018) stated that ‘Solar PV
and wind energy technologies are reported across
the CTF portfolio to be closer to cost tipping
points than geothermal and CSP technologies,
affecting project financing strategies’ (p. 26).
There are also reports that the solar PV market
in Mexico, and the wind power market in both
Mexico and Thailand, are functioning solely
on commercial terms (Westphal and Thwaites,
2016; Abramskiehn et al., 2017; van den
Akker, 2018a), with Thailand’s solar PV sector
approaching the tipping point where costs for
new solar PV plants compare to those for new
fossil fuel plants (Itad et al., 2018).

In contrast, scaling pathways of CTF-
supported CSP power in Morocco and
geothermal energy in Indonesia appear
more uncertain. While the CTF has spurred
considerable scaling of CSP power in Morocco,
public and private stakeholders interviewed for
the evaluation of transformational change in CIF
have expressed uncertainty whether CSP would

form a significant part of Morocco’s future added
capacity, given the lower cost of wind energy

and the potential of future cost-effective energy
storage at scale (Itad et al., 2018).

In Indonesia, it is uncertain whether the level of
private investment — 20% private debt and 27%
private equity (Rakhmadi and Sutiyono, 2015)'¢
— can be replicated in future projects, due to the
fact that the first developer of Sarulla had already
carried out significant exploration work, before the
project was re-tendered to the current developer
(Rakhmadi and Sutiyono, 2015). No evidence
was found that geothermal deployment could be
fully private-led in Indonesia, reflecting a global
challenge affecting the sector rather than just an
Indonesian challenge (Micale and Oliver, 2015).

CTF investments have supported the
deployment of innovative technologies, such as
CSP, by responding to the enabling environment,
particularly where this is associated with strong
political commitment. The experience of Morocco
shows that when seeking to deploy unproven
and technically challenging technologies, strong
political support seems to be an important
contributor to positive outcomes. This support
materialised in Morocco in several measures:

® A highly ambitious national strategy for solar
development: the 2009 Moroccan Solar Plan
set a target for solar energy of 2 gigawatts
(GW) by 2020; more recent targets have set 5
GW by 2030, with overall renewable energy
at 52% of total capacity.

e The creation of MASEN, which acts as a
project developer, equity owner, debt provider
and power purchaser in all public offtake
CSP projects. This implies that the state took
on high levels of project risks by having
MASEN assume such roles.

The World Bank (2018) draft study, Mobilizing
commercial finance for grid connected solar
projects. Lessons and experience from 7 countries,
reports that the ‘the Moroccan Solar Plan
benefited from strong and unwavering political
support at the highest levels’ (p. 68). Drawing
together lessons from CSP deployment in several

16 The share of private actor investment is based on data from 20135, as found in Rakhmadi and Sutiyono (2015: 17).



countries, Stadelmann et al. corroborate this
finding, arguing that:

‘International public finance should focus
on countries with high political willingness to
deploy CSP and a need for external support. This
means that IFI finance should not necessarily
be focused on countries with the highest solar
resource potential; indeed, we found situations
where solar-rich countries either do not advance
their CSP plans (several North African countries)
or are anyway able to pay for CSP on their
own (United Arab Emirates); in both cases IFI
finance would not be effective. IFI finance has
most successfully driven CSP deployment where
national policy-makers committed financial
resources early on, such as in India and Morocco’
(Stadelmann et al., 2014: 11).

This compares well with the experience
of Indonesia, where it seems that ‘a lack of
strong leadership inhibited the development of
geothermal power in Indonesia for many years’
(Westphal and Thwaites, 2016: 25), although
more recently regulatory and policy reforms have
attempted to encourage faster development.

CTF has supported transformational processes
through a learning-by-doing approach, recognising
the non-linear and often unpredictable nature
of systems transformation, as evidenced by the
South African public sector CSP endeavour. This
is reflected in the broader experience of CTF IP
reallocations, emphasising the importance of
flexibility and adaptive programming.

e The CTF-supported Eskom CSP project in
Upington, South Africa was the cornerstone
of the government plan to demonstrate
the feasibility of renewable CSP power in
the country and drive the deployment of
the technology further (Boyd et al., 2014).
The recent cancellation of the project in its
original form suggests a missed opportunity.!”
However, a more nuanced interpretation
points at the complex and often unpredictable
nature of transformational change. Interviews
with stakeholders familiar with the project
suggested that by supporting both the public

Eskom CSP project and the first two privately
financed CSP projects in the Renewable
Energy Independent Power Producer
Procurement Program (REIPPP), CTF was de
facto hedging the risks of CSP deployment in
South Africa.'® After the two private sector led
projects came online in 2015, other privately
financed CSP plants were built in the country,
indicating market interest and a certain critical
mass behind the technology.

This suggested approach taken by CTF reflects an
important, broader principle of CIF - learning-by-
doing — which can be observed in other areas of
CIF’s work. For instance, CIF has had a particularly
important influence on MDBs’ learning-by-doing
on blended finance structures. CIF has helped
MDBs develop and test new products and learn
lessons by piloting innovative instruments and
concepts, which over time have increased the
MDBs’ sophistication in calibrating concessionality
within blended finance (Itad et al., 2018).

Evidence of transformational outcomes has
yet to be documented for CTF projects in the
transport sector. These projects have generated
1% of the cumulative emissions reductions
in the CTF portfolio, while representing 10%
of cumulative portfolio investments (CIF
2017b). This does not mean that evidence of
transformation does not exist, but it likely
reflects the challenges of providing economical
low-carbon transportation (Itad et al., 2018).
Available evidence also reflects a bias in the
literature that tends to document what have been
deemed ‘success stories’; the absence of transport
examples might indicate that those projects have
yet to demonstrate success.

2.3 Pilot Program for Climate
Resilience (PPCR)

2.3.1 PPCR at the global level

PPCR is a $1.2 billion programme of SCE,
established in 2008 to support developing
countries and regions to build their resilience
to the impacts of climate change. Since then, it

17 See www.iol.co.za/business-report/energy/eskom-scraps-solar-power-plant-in-northern-cape-16243108.

18 Interviews were carried out because no secondary data explaining the change process behind the project was available.
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Box 4 PPCR: Key findings

The SPCR process has led to a step change in national adaptation planning in the pilot
countries, with subsequent PPCR investments securing important early implementation
experience. As global interest in climate change adaptation builds, the early actions of the PPCR

already offer lesson learning opportunities.

In terms of how the PPCR approach to planning, design and implementation is advancing

transformational change, three findings stand out:

1. Adopting a programmatic approach has been fundamental to securing multi-sector
engagement for planning climate-resilient actions.

2. Working through national leadership structures that have the mandate to coordinate actions
across government has built ownership over the national resilience portfolio.

3. Recognition of the sensitivity required to build on existing national processes in an effective
way has increased the potential for rapid progress.

PPCR has significantly contributed to achieving transformational change through the scaling

of funding available for climate-resilient investments. For every dollar invested by the PPCR an
additional two dollars have been raised by the MDBs, national governments and other co-
financing partners. This has helped bring about climate-resilient action at scale. Equally, there
are visible signs of systemic change in the PPCR portfolio, with strengthened knowledge systems
that have raised awareness on both vulnerability to climate change and the actions required to
address it, to unprecedented levels compared to a decade ago.

has provided financing to pilot and demonstrate
ways to integrate climate risk management and
adaptation objectives into core development
planning (see Box 4).

Twenty-eight countries and two regions
participate in the PPCR. Investment planning is
now complete, with the preparation of 30 IPs,
termed Strategic Programs for Climate Resilience
(SPCRs). The PPCR has therefore entered its
implementation phase, with a total pipeline of 64
projects, of which 54 are currently operational
and disbursing PPCR funds. Five projects are
complete.”” With projects at various stages of
implementation, there is a growing body of
evidence on programme and project experience.

When it was established in 2008, the PPCR
was a major innovation in the climate adaptation
finance landscape (Trujillo et al., 2014). It was
the first initiative for climate resilience to bring
together multiple sectors in a country to engage
in resilience planning at the highest levels of
government (CIF, 2015b). Funds pledged to
the PPCR have exceeded those pledged to the

Adaptation Fund, the Special Climate Change
Fund and the Least Developed Countries Fund
combined. On average, the size of PPCR-
approved investments has been more than three
times the size of a Special Climate Change
Fund project: $15.8 million versus $4.6 million
(Amerasinghe et al., 2017).

The PPCR results framework has advanced
global understanding on how climate resilience
can be monitored and evaluated. This has
influenced other climate funds to mainstream
delivery parameters and objectives into their
frameworks. There is also a growing emphasis
on learning from the practical experiences of the
PPCR at individual project and transaction level,
including a positive influence on the development
of the Green Climate Fund (GCF), which is now
a major provider of adaptation finance (ICF
International, 2018).

2.3.2 PPCR in the literature

The evidence synthesis draws on 27 source
documents for the PPCR (see Box 5). Recent

19 CIF (forthcoming). PPCR operations and results report. December 2018. PPCR/SC.23/3.



publications are scarce for this CIF programme,
with many publications reviewed dating from
several years ago.

Two countries stand out in terms of number
of publications: Nepal and Tajikistan, although
the reasons for this are not clear. The evidence

Box5 PPCR: Evidence base

ICF International (2018)
OneWorld and OPM (2018)

Ross Strategic and Community Science (2018)
Asian Development Bank (2017)
Meltzer (2016)

Trabacchi and Stadelmann (2016)
Vivid Economics (2016)

Climate Investment Funds (2015b)
Climate Investment Funds (2015¢)
Rai et al. (2015)

Roehrer and Kouadio (2015)
Trabacchi and Mazza (2015)
Arnold et al. (2014)

Asian Development Bank (2014)

base on the PPCR for most of the remaining pilot
countries is limited.

2.3.3 Findings on PPCR design
The PPCR’s design approach has aimed to
establish a common, multi-sectoral vision for

Baral and Chhetri (2014)

Climate Investment Funds (2014a)

ICF International (2014)

Independent Evaluation Department (2014)
Kust et al. (2014)

Nakhooda and Norman (2014)

Office of Evaluation and Oversight (2014)
Trujillo et al. (2014)

Vivid Economics (2014)

Whitley et al. (2014)

Rai and Smith (2013)

Seballos and Kreft (2011)

Shankland and Chambote (2011)

Note: for the full citation of these reports, please refer to the literature reviewed section.

Figure 5 PPCR country evidence of transformational change

Note: seven countries provide the largest quantity of relevant evidence within the studies analysed: Bangladesh, Cambodia,

Mozambique, Jamaica, Nepal, Tajikistan and Zambia.
Source: ODI.
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climate resilience aligned with the national
development priorities of each pilot country.
When it started, this type of engagement was new,
particularly for those countries where climate
change adaptation activities were just beginning.

The programmatic approach has changed the
way that countries such as Tajikistan and
Cambodia approach climate resilience, providing
the first opportunities to adopt a multi-sectoral
approach, therefore advancing the national enabling
environment for climate-resilient investments.

The PPCR approach of developing Strategic
Programs for Climate Resilience (SPCRs) was
designed to address multiple barriers to advance
systemic change (ICF International, 2018). The
grant finance used to develop these country IPs
helped establish high-level institutional mechanisms
in several countries, with benefits in terms of
technical assistance, increased knowledge, new
analytical work, awareness raising and capacity
development. These benefits were soon recognised
as helping to advance the enabling environment for
climate-resilience investments (Trujillo et al., 2014).

The PPCR has played a particularly catalytic
role in countries whose adaptation planning
was nascent, such as Tajikistan, where the
PPCR stimulated a new national planning
process and supported several initiatives based
on an emerging understanding of the country’s
vulnerabilities and the advantages of building
national and local resilience (ICF International,
2014). This was also the case in Cambodia,
where most stakeholders, particularly the
government, acknowledge that the SPCR
preparation and the investment projects have:
strengthened government coordination; sustained
policy dialogue on climate change; helped
develop national and sector strategies; and
strengthened assessments of vulnerability and
capacity (Asian Development Bank, 2017).

Establishing a strategic focal unit within
government to champion coordination and
cooperation of PPCR, as occurred in Zambia and
Bangladesh, has been instrumental for country
ownership, the improvement of institutional
processes and the strengthening of policies
related to climate resilience.

The 2015 CIF paper on its accomplishments
and transformational impact noted: ‘All PPCR
countries have created some form of coordination
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unit, either building on existing structures or,
establishing new structures, to coordinate PPCR
activities and work towards mainstreaming
climate resilience into development processes.
The mandate for coordination units often extends
beyond inter-agency coordination to include
coordination between national and sub-national
actors and coordination with civil society groups
and other stakeholders’ (CIF, 2015b: 20). Starting
coordination activities as early as possible has
allowed effective mechanisms to develop and
mature, and the clear link between coordination
activities and effective communication strategies
has been demonstrated (Asian Development
Bank, 2017).

The success of the SPCR in setting up
coordination units within the key ministries of
finance and planning has been strategic in driving
the SPCR forward, due to the convening authority
of such ministries across multiple sectors (Rai et
al., 2015). This institutional positioning has also
secured broader government buy-in, increased
local ownership and advanced efforts to scale up
facilities across other ministries to manage further
incoming funds (Roehrer and Kouadio, 2015).
This has increased the prospect for mainstreaming
climate resilience into development planning and
programmes. For example:

e In Zambia, although supported by PPCR,
the Climate Change Secretariat (CCS) was
mandated to manage more than just PPCR
funds. It oversaw $200 million in development
partner climate finance from UN and
bilateral agencies. The CCS also coordinated
multi-sectoral issue platforms, oversaw the
development of new project proposals and
explored new sources of climate finance, such
as the Green Climate Fund (GCF), to scale up
its programmes (ICF International, 2018).

e In Bangladesh, several institutions have
operationalised climate finance, including
the multi-donor Bangladesh Climate
Change Resilience Fund, whose institutional
arrangement was harnessed to position
PPCR in Bangladesh. However, the PPCR
benefits from broad leadership, with both the
environment and finance ministries acting
as the designated focal authorities for PPCR
(Rai et al., 2015).



Countries with existing climate change
adaptation priorities as expressed through
National Adaptation Programmes for Action
(NAPAs), such as Bangladesh and Nepal, have
used these to inform the early development of
their SPCR strategies. This has brought both
opportunities and challenges, in terms of speed of
action and developing national ownership.

Rai et al. (2015) document the initial
experiences in Bangladesh and Nepal,
where both countries had prepared NAPAs.
Bangladesh’s NAPA was used to move forward
the SPCR initial exploratory phase. The
government of Nepal also wanted to move
directly towards PPCR investments, pointing to
the adaptation planning that had taken place as
part of the NAPA development. However, Rai
et al. report that in Nepal the MDBs required
a preparatory assessment to be carried out,
considering the NAPA to have a short-term focus
compared to the longer-term climate-resilience
focus of the PPCR.

These early processes delivered both challenges
and opportunities. Affording flexibility
to Bangladesh was crucial in ensuring the
government’s interest in and ownership of the
programme. However, this also meant that roles
and responsibilities were not clearly defined
at the beginning, causing some ambiguity and
delays in delivering the SPCR (Rai and Smith,
2013; Rai et al., 2015). In Nepal, the early
planning process of Nepal’s SPCR began without
consensus from all parties (Rai et al., 2015: 17),
although relationships betwee