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The path we choose determines the future we will have… 

Action needed now to have any 
chance at all to stay close to 2oC 

Warming and its consequences are 
largely irreversible 

Great uncertainty about where tipping 
points lie 

 

Business-as-usual puts us on track 
for a 4oC+ world 

At 0.8oC we are already feeling effects: 
sea level rise, shrinking arctic ice 
sheet, species migration, more 
frequent heat waves and droughts 

4oC is a world of unknowns 

Development gains will be largely 
reversed 
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Source: UK Met Office. 



…and the World is Poorly Positioned for this Make-or-break decade, 2012-20 

Financing for infrastructure and climate action is limited 
Gap in infrastructure financing ($1 tn per year), debt and equity  

$30 bn. in Fast Start Finance expires 2012 ($26.8 bn. Now pledged, $21.4 bn. 
committed to projects) 

Goal to mobilize $100 bn. per annum by 2020 

 

UNFCCC negotiations are slow, politicized and uncertain 
Kyoto Protocol’s 2nd Commitment period (2013?)  

Durban Platform (negotiate 2015, in force 2020?) 

Disbursements from Green Climate Fund (2014/15?) 

 

Unprecedented demand for support for action by client 
countries 
80 countries on waiting list for Climate Investment Funds 

Growing demand for technical assistance on climate action 

 
 

 

 

 

 

Heading toward a climate “cliff” in financing and action 
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But choose wisely, and choose now:  
Combined Relative Sea-Level Variations 
and Vulnerable Coastal Population 
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Source: Bamber and River, 2010 

Source: UNEP, Global Environmental Outlook-4 ,2007. 



Change in annual maximum number of consecutive dry days (precipitation <1 mm). GCM simulations under 

emissions scenario SRES A2 relative to corresponding simulations for the late 20th century. 

Source: SREX, IPCC 

2012 

Decreased Precipitation in Arid Regions 



There is a Growing Menu of Climate Finance  
Instruments to Catalyze and Leverage  
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Fundamental drivers of the demand for Low Emission Development 

Not just about reducing emissions, but: 

 

• Reducing energy costs 

• Improving energy security 

• Developing new economic opportunities 

• Enhancing environmental Co-Benefits 

• Leveraging climate  finance 

 



     Implementing LED strategies 

Policy 1 
 

Policy 2 

 

Policy 3 

 

Policy 4 

 

 

Policy 5.. 

Requires a mix of complementary policy instruments  



Domestic 
Policy 

Options 

Information-
Based 

Regulations 
and Standards 

Price 
Instruments 

Quantity 
Instruments 

R&D and 
Innovation 

Support 

 Policy Options for Low Emission Development 

International 
Collaboration 



 Examples of questions challenging many  countries 
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 Need of LEDs policy tools 

What policy options are suitable to my country context? 
 
How can I balance short-term development priorities vs. long-term GHG mitigation 
goals? 
 
How do we meet GHG emission targets without compromising development?  
 
What are the economic implications of my GHG targets?  
 
How much would that cost to government? 
 
What are the trade implications? 
 
What is the reference case of our economy, and where will be in the next decades? 
 
What is the cost attractiveness of abatement strategies? 



LEDs Policy Diagnostic Tools 

Policy Diagnostic Tools 

 

1. Qualitative Methods 

 

2. Quantitative Methods & Models 



3. Decide Key criteria  to choose  instrument 
 
 
 
 
 
 
 

Qualitative Methods:  Policy Screening Tool 

Environmental 
Effectiveness 

Cost-Effectiveness 

Complexity 

Distributional Issues 

Institutional feasibility and 
Political Issues 

Government  Costs 

Opportunity to Leverage 
International Funding 

 1. Define criteria 

2. Gather experts to 
rank instruments 
through scoring of 
criteria  

Cost-Effectiveness 

Environmental 
Effectiveness 

Opportunity to 
Leverage International 

Funding 

Ex
am

p
le

s 

Institutional 
feasibility 



 Quantitative Tools or Models 

Models are one of the tools for answering questions facing many governments 

 

Countries need models because:  

• Models improve the understanding of policy analysis, which is often complex 
involving many variables interacting over time 

 

• Models simplify the understanding of climate policy/ low carbon 
development, especially where the topic is new for developing countries  

 

• Models require fairly limited resources to get started 
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Models do not answer all questions: 

• Models are an informed simplification of reality  

 

• Garbage in, garbage out 

 

• Limitations based on assumptions, computational challenges 
and knowledge gaps 



Some LCD Planning Tools you can consider…. 
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ESMAP developed tools that currently do the following: 

Build development scenarios and 
forecast their impact on GHG emissions 
 
 
 
 
Identify the marginal abatement costs 
associated with each scenario 
 
       
 
  
Assess energy efficiency  opportunities at 
the city-level 
 
 
 



                                                          Why EFFECT? 

Strong Demand from Countries: 

• Building LCD scenarios consistent across sectors 

• Forecasting GHG emissions 

 
Key Advantages of EFFECT: 
• Transparent - Enables consensus building among a  
       wide range of stakeholders 
 
• Flexible  - Enables customization to suit local  
       conditions 
 
• Adapt - Compiles a large amount  of local data  
       from multiple sources 
 
EFFECT Use: 
Brazil, China, Georgia, India, Indonesia, Macedonia,  
Nigeria, Philippines, Poland, Thailand, Vietnam  
 
 



                                           Applying EFFECT: Georgia Example, LCD Scenario Comparison 

All else being equal, public transportation interventions result in 

a greater reduction in fuel consumption/GHG emissions 
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                               Why MACTool? 

For countries conducting low carbon studies and evaluating policy 
options to achieve voluntary emission reductions, there is need to: 

 

• Achieve the targets efficiently 

• Choose among many mitigation options 

• Know the potential results 

• Know the potential costs 

 

Key Advantages of MACTool: 

Considers the break-even carbon price 

Discount rate customizable  by technology 

Visual display of the results easy to share with stakeholders 

 

MACTool Use 

Macedonia, Vietnam, Brazil 



                                       Applying MAC Tool: Short-term and long-term considerations 

Marginal cost 

of abatement 

($ per tonne 

reduced) 

Quantity of 

emissions 

reduced 
Energy efficiency potential 

(targeted policy to overcome 

market failures for short-term 

reduction) 

Low-cost reductions  

(market or regulatory policies 

for short / medium term) 

Expensive emissions 

reductions (R&D 

policies to drive down 

costs, enabling lower 

cost reduction in the 

long-term)  



                                                       Why TRACE? 

Strong Demand from Cities 

• Strong desire to reduce energy costs through EE 
improvements 

• A lack of decision-support tool to identify major 
EE interventions across urban sectors 

• Desire to learn from peer cities’ and 
international best practices 

Key Advantages of TRACE 

• Cross-sectoral 

• Focuses on areas under the control of the city 
authority 

• Relatively low data requirements, low cost, 
intuitive and quick to implement 

• Strong ownership of cities 



                                            How does it work? 

Identify under-
performing sectors, 
evaluate 
improvement & cost-
saving potential Visual depiction of 

how a city compares 
with peer cities 

Recommendations 
based on savings 
potential, first 
cost, and speed of 
implementation 

Comprehensive 
sector prioritization: 
quantified potential 
benefits 

How does it work? 
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