Climate Change: Green Investment Opportunities for Financial Institutions  


2.0  Executive Summary

The United Nations Environment Programme (UNEP) Financial Initiative (FI) has identified lack or low of awareness and capacity as the two main barriers hindering many financial institutions to implement many sustainable projects especially in developing countries which includes especially in Sub-Sahara Africa. This proposal will go along way in providing information to financial institutions in Kenya and all members of AFRACA to start playing an important role in sustainable development as intermediaries

in the allocation and flows of financial capital. 
Dissemination of knowledge from the research and papers that will be available under this project will go to a large and wide audience in Africa through our network and partners in development. It will contribute to poverty reduction within rural farm families as well as urban and rural low income groups, whom most of our members are developing capacities to enable them work better with them. This project will enhance their own understanding of the effects of climate change and what role they can decide to play in. 
Financial institutions are, first and foremost in business, not policymaking and not government. They have a broad stakeholder base, and as a sector of the economy and part of the global community. They need to recognise their responsibility in contributing to the global response to climate change. However, an adequate policy environment is necessary to optimise the finance sector’s contribution.  Financial institutions face the great challenge of coping with a rapidly changing risk landscape, one from which global sustainability issues have emerged, and continue to emerge. The risks that these issues entail are serious, while the opportunities largely go untapped.

This proposal should at least significantly change the level of understanding and perception of the effects of climate change on both the environment and their businesses. For Africa we need to use more energy for development but the right type which can be delivered in cleaner and more efficient ways than we do today. Africa can pick the best of the proven economic use of energy and advance our development with that and contribute to reducing foot print of poverty and be aware of an incremental of disease burdens in the tropics with global warming.  
Africa needs help to increase it carbon foot print in a sustainable manner and within the resources available in terms of wind mills for poor rural masses, water mills, solar panels, biomass furnaces and even LPG burners which small measures increase prosperity and reduce environmental pollution and sickness. 
3.0 Brief Background to AFRACA
The African Rural and Agricultural Credit Association (AFRACA) is an association of financial institutions which are involved in providing financial services to the rural population in Africa. AFRACA promotes access to financial and non financial services by the rural farm families and other low income groups to help them build assets that will create more income in a sustainable wherever they live. AFRACA helps members to build robust sustainable financial institutions.
AFRACA was founded in 1977 and was initially based in Accra, Ghana but in 1981 it was relocated to Nairobi, Kenya. The concept of Regional Agricultural Credit Associations (RACAs) originated from the FAO sponsored regional seminar on agricultural credit for small farm families. Subsequently, the World Food Conference on credit for small farmers in developing countries held in Rome in 1975 endorsed the proposal and recommended that FAO should assist its member countries to establish such associations in different parts of the world. 
The Association is still based in Nairobi where it was registered under the NGOs Coordination act in 1981. Then in 2003 it received a diplomatic status and at the same time the Government of Kenya gave AFRACA a Certificate of Exemption from Registration. Its membership consists of Central Banks, Commercial Banks, Agricultural Banks, Development and Cooperative Banks, Other Financial Institution types, Microfinance Operators and their networks.  Currently AFRACA has 90 members spread across 29 African Countries in the Sub Sahara Region. AFRACA is truly a Pan African Network with a Forum for each category of financial operators. AFRACA believes that the finance sector has an important role to play in addressing climate change, because it does influence investment and financial flows.  

Rationale for the proposed project
The majority of the African population live directly off the land in rural areas. Food for all is produced from the land. Land has been the first to feel the effects of climate change. And understanding how and why the climate is fluctuating amongst the rural communities is scanty and therefore they have not developed any sustaining mechanisms to cope with the changes they do not understand. But neither have financial institutions realised that these changes while presenting problems they have created chances and opportunities to offer new products that can help preserve the environment. Therefore to effectively contribute to combating the effects of climate change there is  need for investments in a range of areas and products at all levels of the value chain for both supply and production. Banks and other financial institutions need to be aware of the potential opportunities that are now open for exploitation. They need to rethink the way they do business and who and what they are investing in. 

With the current debate and publications being widely disseminated there is now a seismic shift in how climate change is perceived on a global scale. All this has made it  evident that the most severe impacts of climate change (extreme weather events, drought, crop failure etc) will fall most severely on the poorest regions that are least able to cope with and adapt to the impacts of climate change. Sub-Sahara Africa is poor and out of the 49 poorest countries in world, 34 are Africa 
There is therefore a need to bring out challenging environmental issues for the awareness of both financial policy makers and all financial players, because ultimately the companies that embrace sustainability can actually help drive innovation and boost their own profits. Financial institutions should be there understanding the way the risks are changing. In addition the entities that are aware of these changes and prepare for them will be there in the long run be able to support society financially. For AFRACA, we feel Africa is already very behind in understanding the changes and more so in putting in place mechanisms to deal with them. Mostly therefore all financial needs will require bold and strategic financial institutions that understand financing of new innovations and technology needed to ensure Africa and its local institutions are not left behind at all. 
Since we have a captive audience we could use our forums to strongly bring out opportunities to support government efforts as private financial institutions to bear on the future of our continents. Previously social responsibility in many administrations in FIs has rested with environment, technology, energy or industry portfolios, but ultimately this will need to move into treasury and finance portfolios. This is where policy design will acquire a harder edge for implementation.

This proposal will also go along way in complementing and contribution to the achievement of many or all of the AFRACA objectives, which are briefly indicated as follows:

· Foster cooperation in the planning of agricultural development of the continent by supporting regional and sub regional conference on topical rural and agricultural Finance issues

· Provide members with a clearinghouse for information about rural and agricultural Finance.

· Initiate and support multi-country studies on problems of common interest

· Seek to interest international institutions or entities in new opportunities for investment and promote economic growth

· Facilitate training of staff from member institutions through the exchange programme to other institutions

· Formulate special credit guarantee or insurance schemes in collaboration with member countries, to support the operations of agricultural credit institutions.

· Pay special attention to all aspects of the problems facing small scale farmers.

· Undertake such other activities as may be conducive to fulfillment of the objective of AFRACA

These objectives are perpetuated through carrying out a number of activities under a number of thematic areas with specific themes to capture issues in the current environment pertaining to the group of financial intermediaries and particular to each African region. Then innovative and pro-poor approaches and initiatives are shared in a technical workshop that is held every two years. This proceeds the Associations General Assembly. 
4.0 Description of Past experience with awareness/Advocacy activities

AFRACA carries out its advocacy and awareness-raising through the Policy Development and Advocacy programme. Activities under this section include advocacy, lobbying, research and conducting dissemination and capacity building workshops on topics that contribute to the establishment of appropriate rural finance policies in African countries.  Important subjects include legal framework development for the promotion and supervision of microfinance institutions as well as best practice and innovative approaches for reaching more remote rural farm families with appropriate financial and complementary non financial services.

AFRACA also facilitates exposure and study visits and other means to increase direct engagement of AFRACA in policy dialogue in individual African countries. This is to assist the efforts of member institutions in the development of appropriate legal frameworks as well as the deployment of the best and cost effective approaches for rural finance operations. Specifically AFRACA has been carrying out awareness creation through: -
· research to come up with up to date information on issues affecting access to finance by rural families;
· technical corporation amongst developing countries (TCDC) under which visits are made to financial institutions with advanced or innovative ideas to be adopted and adapted in home institutions of those visiting.
· advocacy activities during international forums with government decision makers;

· participating in discussions on finance policy in various countries and advocating for the inclusion of specific chapters on rural finance;

· Organizing various forums, e.g. the central bank, Agribanks and MFs to exchange ideas and determine the way forward for the development of effective and sustainable rural finance operations.

There is evidence of government appreciation of AFRACA’s efforts when Burkina Faso honoured AFRACA through awarding “Chevalier de (“National Order)” to some individuals within AFRACA for their efforts in promoting rural/microfinance to the poor in Africa. 
5.0 Description of the Proposed Project 
5.1 Goals
· Dissemination of information related to climate change and the its effects 

It is clear that the risk posed by climate change is serious and immediate. There 
is no doubt that the investment environment is changing as a result.  There is 
therefore the need to underscore the importance of these issues and the need for 
executives to consider their position and how to position their institution to 
leverage new investment opportunities, as well as how to manage climate-related 
risk in their client relationships.
· Provide examples of what other financial institutions are doing now

Considering the scale of the problem and the existing climate policy frameworks, 
it becomes evident that both private and public financial institutions globally need 
to integrate climate change related risks and opportunities into their core financial 
operations. This is necessary not only to manage climate change related risk, but 
also to leverage the various opportunities climate protection related products and 
services offer. This includes assisting clients to assess their exposure to climate 
change, providing products and services that improve the client’s climate change 
risk management and integrating climate change related risks into investment


and lending policies. Our local financial institutions cannot do this unless they are 
made aware of what is currently taking place and what is possible.
· Challenge the participants to institute some changes in the way they do business.

They need to know and be informed of other possibilities.
5.2  Objectives

The project aims to rejuvenate the thinking of traditional and emerging financial 
institutions to the emerging opportunities in the local market as a result of climate 
change that will require finance or refinancing and new investments. Financial 
institutions in Africa should start noting these developments and taking steps 
to enhance their own understanding of the economic implications for the finance 
sector and other economic sectors in which they operate and where most 
importantly they place their investments. It is also a chance for countries as well 
companies to be proactive in taking up climate change issues because this might 
be the next hurdle that will be used on Africa as an excuse for lack of any direct 
investment inflows to the continent or specific countries.  
i.  Provide FIs with information to change their mind sets
Provide specific information on changes in the markets that will help Financial Institutions to begin to acknowledge the need for traditional ‘banking’ business thinking and practices to be reformulated to accommodate a more sustainable model that creates and maximises not only on economic value but also social and environmental conditions at the same time. ‘Banks’ must begin to provide access to supportive elements that promote proper care of the ecosystems. An FI can use its resources and engage in activities designed to increase its profits in a sustainable manner.   
As a result, institutions will be aware of opportunities even for emerging institutions like Microfinance types which can help with for example the financing of waste reduction initiatives.
ii.  Share example of opportunities of financing the transfer of clean and green technology from North to South, trading in carbon markets, products in the transition to a low carbon society which will create new industries, new jobs, products, markets and services.
 iii. Establish through research potential opportunities for new investments in 
Kenya and East Africa particularly Africa in general. 
iv. Lobby for uptake of financing environmentally friendly projects
5.3 Target groups 
The group being targeted will come from decision makers in financial institutions including central banks, development and investment banks, commercial and agricultural banks, microfinance institutions, equity fund managers, policy makers from finance and agricultural ministries as well as insurance companies. This may comprise about 120 persons with 80 from Kenya’s financial institutions, 10 from community groups and 30 from AFRACA members in the other 27 countries. Others are likely to come from projects dealing with financial sector deepening. 
5.4 Activities and Expected Results 
AFRACA will commission two action researches on effects of climate change and related issues on finance and investment Portfolios in Kenya with further enquiries into issues of investments in products that contribute to environmental degradation and therefore are also harmful to society. We will also be bringing out the potential of new financing requirements within the challenges of climate change. AFRACA will make use of existing information that can bring knowledge and understanding to participants. AFRACA will therefore:
i.    Carry out a research on effects of climate change on FIs and the


their financing of production of environmentally harmful items. The 
research will also seek to find out what has been the effects 
regarding the financing of plastics carrier bags. Some elements of 
this 
have been banned. How have the issues related to 
implementation of the   
regulation been handled in Kenya

ii.  Carry out research to explore opportunities for new financial investments

iii. AFRACA will work in partnership with UNOSAT to establish the current 
environmental status of Africa.  
iv. Organise a conference to share and exchange ideas on examples of 
green financial products and services from around the world. In addition a 
the conference will offer and provide a platform fro financial institutions to 
show cases the linkages with communities to protect the environment and 
animals with shared incomes for communities.

v. 
Facilitate all participants to show case what green strategies they know 
and have incorporated in their plans and indicate what follow up actions 
they will undertake after the workshop.
It is expected that the information gained from this workshop and conference will compel most FIs to take up these challenges and reform their plans to include new thinking to accommodate new opportunities and sustainability concerns for the areas where they operate.    
5.5 Description of Dissemination/Communication Strategy

The advocacy will be in a form of a conference to be organised in Kenya for two days. This will include a promotion advertisement of the conference in a local paper and a press release. There will be a number of workshops and dialogues or discussion groups in plenary on issues that will be taken as key elements from the studies. The conference will place studies and all the papers to be presented as well as the final report on the AFRACA website. The conference will be advertised through AFRACA and the websites of our financial partners (FAO and IFAD). We expect to bring issues of climate change and follow up issues from the conference to be dealt with in all our forums and in our advocacy with governments within the states our members. 
Specifically the results of this project will be carried forward for dissemination at the AFRACA Agribanks Forum in 2009 and the AFRACA Technical Workshop in 2010.

6.0    Monitoring and Evaluation Plan

There will be a draft report provided to the CDTF with request for comments and agreement to produce a final narrative and financial reports. 

This is a one off event which will attract an evaluation by participants on the value of the conference to their work and their country. But in addition to this we also will administer a form at the beginning of the conference with a request for information of participants on their knowledge and understanding of environmental issues and climate change and the effects on financial institutions and their investments. 
The synthesis of these two tools should be provides as an annex to final report to the conference financiers and other identified stakeholders.
7.0    Expected results and feasibility analysis

We expect that new understanding will occur and financial institutions and policy makers will become aware of new business opportunities then they will be compelled to develop new ways of looking at risk and enabling environment for new industries and products to prevent environmental degradation. 

While effects of climate change are well known to many people including FIs, there is inadequate awareness of potential investment opportunities on the part of local financial institutions, investments to conserve the environment. It is expected that this will be a success because it will provide awareness on how they could participate in conserving the environment through their own investment vehicles. Even the fact that financial institutions themselves have large buildings and undertake operations that requires and use huge energy resources could be a starting point. It is important that both public and private financial institutions start to reduce their own direct impact on the environment.
We also expect that by virtual of participating in this project every one will start to think twice about what we do individually daily without thinking. Some aspects come to mind:-
10 SIMPLE STEPS TOWARDS CUTTING EMISSIONS AT HOME AND WORK

· Change the light bulbs. Replace one incandescent bulb with a compact fluorescent light bulb and make a 60-80 percent electricity saving.  This one small change will save 68 kilograms (150 pounds) of carbon dioxide (CO2) a year.

· Turn your computer off overnight. “Standby culture”, or leaving appliances such as televisions, DVDs and hi-fi equipment switched on while they’re not in use contributes one million tones of greenhouse gases to the atmosphere every year in Britain alone.

· Calculate your carbon emissions.  Take 10 minutes next time you’re online to Google “carbon calculator” and add up your carbon footprint.

· Eat local.  Agriculture is responsible for about a fifth of the world’s greenhouse gas emissions.  Choosing local, seasonally grown food avoids carbon dioxide emissions from transporting produce around the world.

· Reduce your red meat intake.  Studies suggest producing one kilogramme of beef releases greenhouse gases equivalent to 36.4Kg of carbon dioxide, thanks mostly to belching cattle’s methane emissions.

· Turn down the heating.  About half of all the energy used at home is for heating and cooling.  Turning the thermostat down two degrees can save about 800 Kg of CO2 a year.

· Turn up, and clean out the air conditioner.  Edge your aircon up two degrees, and clean or replace dirty filters as recommended.

· Drive less, fly less.  Every mile you drive adds 450 grammes of CO2.  Emissions from aircraft, already soaring, are predicted to account for five per cent of global emissions by 2050.  Carpool, walk, bike and take public transport when you can.

· Plant a tree.  One mature tree absorbs hundreds of kilograms of CO2 a year, and then stores it indefinitely in its wood fibre. Try for a native species that will promote biodiversity.

· Reduce, re-use, and recycle.  Making glass bottles or aluminium cans from recycled materials uses less energy and produces less pollution than making them from scratch each time.  
AFRACA will share as much knowledge which is available as possible and help even create awareness of where to obtain further information.
8.0 Budget and Cost Schedule

	Cost Component
	Estimated Cost/per unit
	Responsible Organisation        

	
	Currency (USD) 
	Total 
	Participants
	Funding Agent 
	AFRACA/
Members

	Research (2 studies)
	
	
	
	
	

	     Data collection 
	10,000
	20,000
	
	
	

	     Entry and analysis
	7,000
	14,000
	
	
	

	     Consultant fees
	13,000
	26,000
	
	
	

	     Report Writing 
	7,500
	 15,000
	
	
	

	Total
	
	
	
	75,000
	

	Presenter fares and tickets (6)
	1,300
	7,800
	
	7,800
	

	VISAs (6)
	50
	300
	300
	
	

	Presenters Accommodation
	135
	3,200
	
	3,200
	

	AFRACA Members 
	
	15,000
	
	
	15,000

	Community group members
	135
	4,050
	
	4,050
	

	Transportation - C/members
	30
	600
	
	
	600

	Conference Facilitator
	6,000
	6,000
	
	4,000
	2,000

	Interpretation & translation
	7,500
	7,500
	
	
	7,500

	Conference Venue etc
	40
	9,600
	
	3,000
	6,600

	Publicity – Print, brochures, CDs, name tags, banners etc
	5,000
	5,000
	
	5,000
	

	Communication & web site
	2,000
	2,000
	
	2,000
	

	Preparations and Logistics Co-od.
	3,000
	3,000
	
	3,000
	

	Green Conference bags
	30
	3,600
	
	600
	3,000

	Networking Cocktail 
	20
	2,400
	
	
	2,400

	Technical Support (10%)
	
	14,505
	
	14,505
	

	Total 
	
	159,555
	300
	122,155
	37,100

	The Project cost amount to USD 159,555 and AFRACA is requesting for a funding amounting of  USD 122,155 from the Community Development Trust Fund under the Community Environment 

 Facility of Kenya.  


9.0 Financing Plan

Our members attend AFRACA organised activities on a cost sharing basis. So those members of AFRACA expected to come from outside Kenya will pay their way in form of tickets and hotel. Microfinance beneficiaries from within the country will be assisted with transport and accommodation. They will take care of any other costs themselves as they also should contribute to their costs in some way. 
Costs of conference facilities including stationery and CDs, conference preparation and administration, website development and maintenance,  costs of presentations (research) and bringing presenters, transportation and logistics (including to and from airport), conference facilitation and interlingua translation services (English and French), networking dinner or cocktail (at end of event) are expected to be covered by the financing organisation. 

10.0    Activities 

The anticipated activities are shown in the following activity plan for the project.
	CDTF project - Climate Change: Green Investment Opportunities for Financial Institutions   

	Activity Work Plan
	
	
	
	
	
	
	
	
	
	
	
	
	

	Activity/Time in months from date of signing
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Signing of agreement
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Constitute organising committee of stakeholders
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Announcements and invitation  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Commissioning of 2 research studies
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Calling for supportive 4 papers 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Source services and goods
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Procure services and goods 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Review of papers 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Regular review of invitations & confirmation  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Regular meetings for Organising Committee
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Hold conference
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Submission of Draft report 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Submission of Final report
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Implementation of follow up activities 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Attachments
i. Certificate of exemption from registration
ii. The Diplomatic Status document
iii. List of AFRACA members

iv. List of Executive Committee Members 
v. AFRACA Brochure 
vi. Comments by a financing partner (CTA) on AFRACA accounting for project funding
vii. AFRACA Program of Events
viii. AFRACA Constitution    

Nairobi, November 2007
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