
 
MINISTRY OF FINANCE 

REPUBLIC OF INDONESIA 

Asia-Pacific Outreach Meeting on Sustainable Development Financing 
 

10-11 June 2014 
 

Djuanda Hall, Ministry of Finance Complex, Jakarta 
 
 
 
 
 
 

Session 4: Climate finance 

 
 

 

Panel Discussion: Climate Finance 

 

by 

Jon Lindborg 

Senior Advisor to USAID Indonesia 

 

 

 

 

June 2014 

   
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
The views expressed in the presentation/paper are those of the author(s) and should not necessarily be considered as 
reflecting the views or carrying the endorsement of the United Nations. This presentation/paper has been issued without 
formal editing. 



1 
 

ESCAP Asia-Pacific Outreach Meeting on Sustainable Development Financing 
Session 4 Panel Discussion: Climate Finance 

10 June 2014 – Ministry of Finance, Jakarta 
Informal Notes for Jon D. Lindborg, Senior Advisor, USAID/Indonesia1 

 
 
A. What is USAID doing?   
 
1. USG “Fast-Start Finance (FSF)” commitment totaling $7.5 billion for FY 2010-

2102, of which USAID is $2.2 billion. Part of overall USG commitment for climate 
finance to help meet the adaptation and mitigation needs of developing countries, 
under the Copenhagen Accord. The U.S. is working with partner countries to 
increase resilience to climate change related disasters and damage, accelerate the 
transition to global sustainable, low carbon economy, and help save forests from 
destruction through targeted and strategic assistance.  
 

2. USG focuses on three pillars, which are also supported by USAID’s Global Climate 
Change and Development Strategy 2012 to 2016: 

 
(a) Adaptation Helping vulnerable countries and communities adapt and build 

resilience to the impacts of climate change, particularly the least developed, glacier 
dependent, and small island nations that will be the most severely affected. 
 

(b) Clean Energy Speeding up the world's transition to a low-carbon economy through 
the development and dissemination of clean energy and efficient technologies. 
 

(c) Sustainable Landscapes Increasing the sequestration of carbon stored in trees, 
plants, and soils, and helping countries to slow, halt, and reverse deforestation. 

 
3. USAID Flagship Programs include:  

 
(a) Enhancing Capacity for Low Emission Development Strategies (EC-LEDS)  has 

forged partnerships with more than 20 developing country governments—from 
Colombia to Indonesia to South Africa to Ukraine—who are planning and 
implementing low emission development strategies based on clean energy and 
sustainable land use. 
 

(b) The Tropical Forest Alliance 2020 is a public-private alliance started by the U.S. 
and the Consumer Goods Forum—a network of more than 400 companies with 
over $3 trillion in annual sales—to curb tropical deforestation associated with key 
commodities such as palm oil, soy, beef, and pulp and paper. TFA 2020 partners 

                                                            
1 The views expressed in these notes are those of the author and do not necessarily reflect the views and 
policies of the United States Agency for International Development (USAID). 
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include developing country and industrialized country governments, businesses and 
civil society organizations. 

 
B. Turning to climate finance. 
 
Highlight major findings of USAID’s recent 2103 report produced under our Low 
Emissions Development (LEAD) Program and entitled: “Fast out of the Gate – How 
Developing Asian Countries Can Prepare to Access International Green Growth 
Financing.” In some respects, there are two parallel conversations on climate change: 
(i) a policy discussion involving governments and donors; (ii) a financial discussion 
involving the private sector and financing institutions. Challenge is bridging the gap. 
 
1. How much is available? On a global basis, total current climate investment 

amounts to about 20-30% of what is needed ($200-400 billion allocated annually of 
the estimated $1 trillion required annually over the next decade to finance the 
transition to a low-carbon economy).  
 

2. What about donor financing? About $35 billion in donor contributions pledged of 
which $26 billion has been deposited into 25 public sector climate funds. These 
figures apply only to public sector funds identified to date, and do not include 
leveraging of funds through public or private institutions.       

 
3. Private sector flows dominate current climate investment.  The private sector 

already plays a larger role compared to the public sector in climate finance, having 
accounted for about 75% of total public and private sector climate finance globally in 
2011 and 2012.  This amount is projected to increase to 90 percent. Thus, a key 
challenge is over the next decade will be mobilizing private sector climate 
investment funds (e.g Green bonds, private equity funds such as ADB’s C3P, ADB 
Ex-Im Bank credit in Indonesia for energy efficiency investments). 

 
4. Decreasing role of carbon markets in leveraging investment. During 2004-2012, 

a total of $229 billion in investment was allocated in the 11 focus countries to low-
carbon technologies using Clean Development Mechanism (CDM) credits. However, 
the amount of carbon finance (i.e. certified emissions reductions) involved with these 
projects was only $3.5 billion.  While demonstrating that carbon markets can 
leverage private sector investment, this is literally a “drop in the bucket” given the 
magnitude of climate finance required.  And given the current status of carbon 
markets and the long-term outlook for supply and demand of carbon credits, it is not 
anticipated that the carbon markets will make a significant contribution to the overall 
requirement for climate finance, and that both the public and private sectors will 
need to develop other market-driven financing mechanisms. 

 
5. Measurement, Reporting and Verification (MRV) frameworks are critical to 

access public finance. Public sector fund managers make it clear that it is 
important that governments establish strong MRV systems that allow tracking and 
monitoring of GHG emissions reductions.  Here, a common MRV system remains a 
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challenge, although the Multilateral Development Banks (MDBs) have announced an 
initiative to establish harmonized metrics for measuring and tracking climate-related 
finance activities across MDBs. 

 
6. Build the capacity to bridge the gap between project proposals and available 

financing.  While much has been done, much work remains in capacity building for 
project proponents to help them develop successful proposals for financing 
mitigation programs or projects.   

 
7. Strengthening public sector management related to climate finance so that it 

can enable private sector investment.  
 
(a) Develop processes to understanding linkages between public budgets and 

climate finance. Addressing budget structural challenges such as fuel and 
electricity subsides.  Because climate financing is distributed across many 
government ministries and agencies, it is often difficult to track and monitor at the 
national level.  Climate public expenditure and institutional reviews can be 
conducted by finance and planning ministries (with technical inputs from other 
ministries) to provide analytical support, informing government decision-making and 
supporting the development of climate change strategy. There is also a need to 
focus on national and sub-national coordination on finance. 

 
(b) Developing effective policy, regulatory, and market mechanisms. Effective 

policy and regulatory mechanisms are vital to provide a market signal to private 
investors that political, legal, and commercial risks are manageable.  Incentives are 
also important in the form of energy efficiency (e.g. demand-side management, 
rebate programs, tax incentives); renewable portfolio standards, feed-in tariffs; and 
forestry (e.g. payment of ecosystem services).  

 
(c) Build awareness of, and capacity for, climate financing among commercial 

banks and investors. There remains a need to make banks, fund managers and 
investors aware of the opportunities for accessing funds and credit enhancement 
products designed to support low-carbon projects.  

 
8. Blend concessional financing with private sector financing.  One priority is to 

develop strategies for increasing access to finance using concessional financing 
mechanisms to leverage the “viability gap” and mitigate risk for private sector climate 
investments (e.g., PPPs, geothermal projects in Indonesia). 
  

9. Scaling up through “base of the pyramid” and SME approaches.  
 

 
 
 


