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Climate Finance Landscape  
South Africa Summary  

The Climate Finance Accelerator (CFA) is a four-year technical assistance programme funded by 

the UK Department for Business, Energy & Industrial Strategy (BEIS). The programme is supporting 

eight middle-income countries, which includes South Africa, which the CFA is supporting to develop 

a sustainable pipeline of bankable, low-carbon projects and identifying suitable financing options for 

those projects. The programme will also embed a permanent CFA process in South Africa that can 

continue to identify financing for low-carbon projects to support efforts to achieve the country’s 

Nationally Determined Contribution (NDC) and to raise its overall climate ambition. 

This document provides an overview of the climate finance landscape in South Africa, including on 

the supply and demand of finance for low carbon investments, and barriers and enablers to access 

and mobilise funding – all taking into account gender equality and social inclusion (GESI) and ‘Just 

Transition’ considerations. It also provides recommendations for the improvement of the landscape.  
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Country Profile 

This section provides a country profile for South Africa. This includes the country’s population, 

economy, energy dynamics and climate variability impact, to provide an updated account of the 

overview of the country’s progress and challenges in addressing climate change. 

Gender Equality and Social Inclusion (GESI) 

South Africa has a 0.66 Gini Coefficient, a measure of inequality, amongst the highest in the world.  

The Gini coefficient based on per capita expenditure has been the highest for black Africans 

compared to the other three population groups since 2009. Inequality in South Africa 

disproportionally affects women. Gender intersects with a range of factors, such as race and 

ethnicity, age, disability all of which contribute to and shape an individual identity. These factors are 

interrelated and experienced as interconnected by individuals on a daily basis. Also, youth 

unemployment is over 50% and official unemployment over 30%. There is considerable spatial 

inequality, which manifest at rural vs urban area levels and within urban areas.  The South African 

labour market is heavily racialised and gender biased.  All of these issues are further exacerbated 

by the impacts of COVID on the South African people and economy. Efforts to address gender 

equity and inclusion need to integrate intersectional approaches offer to understand and respond to 

the ways in which different factors, such as race and ethnicity, age, disability, intersect to shape an 

individual identity.  

South Africa’s GDP and debt 

GDP growth in South Africa has persistently been worse than expectations in recent years: 

economic activity has underperformed relative to the South African Reserve Bank’s expectations 

(and those of most analysts), resulting in continuous downward revisions to the growth outlook. The 

key sectors that keep South Africa’s economic engine running are manufacturing, wholesale and 

retail trade, financial services, transport, mining, agriculture, and tourism. Figure 1 shows the 

sectoral contribution to the country’s gross domestic product. 

Figure 1 Contribution per sector to the country’s gross domestic product (2017-2020 estimates) 
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The pandemic and subsequent lockdown restrictions caused significant disruptions to the South 

African economy. Real GDP was ZAR 782 billion in the first quarter of 2020 (January–March), 

compared to a quarterly average of ZAR 1,260 billion in 2019. The external debt in South Africa 

increased to US$1,70 billion in the fourth quarter of 2020 from US$1,57 billion in the third quarter of 

2020. 

In addition, climate change exacerbates poverty and food insecurity for many South Africans 

residing in rural communities and those classified as the urban poor, residing in informal human 

settlements. It is in the country's interest to invest in the transition to a low carbon society, which will 

reduce the risks and impacts of climate change, alleviate poverty, and improve livelihoods and 

wellbeing. 

South Africa’s peculiarity is that it has elements of both developing and developed economies, 

having both high emissions per capita and high levels of poverty and inequality.  

When considering the balance of payments, South Africa's trade vulnerability is particularly acute. 

The commodities that are its largest export earners Platinum Group Metals (PGM), coal, iron ores, 

and gold) are all extremely vulnerable to changes in global demand, thereby threatening the 

country’s ability to service national debt, and needs to import liquid fuels in the medium term and 

address food security.  Managing the transition of these sectors could lead to significant 

opportunities. South Africa has critical choices to make about how to turn commodity risk into 

opportunity, and to avoid non-green infrastructure assets from becoming stranded over time. 

Political and legal framework 

The Republic of South Africa is a constitutional state with a supreme Constitution and a Bill of 

Rights. All laws must be consistent with the Constitution. South Africa has a mixed legal system: a 

hybrid of Roman-Dutch civilian law, English common law, customary law, and religious personal 

law. 

The South African government is divided into three parts: the executive (the Cabinet), the legislature 

(Parliament) and an independent judiciary (the courts). 
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South Africa is a constitutional democracy with a three-tier system of government. The national, 

provincial and local levels of government all have legislative and executive authority in their spheres 

and are defined in the Constitution as distinctive, interdependent and interrelated. Operating at both 

national and provincial levels are advisory bodies drawn from South Africa’s traditional leaders. The 

Constitution prescribes that the country be run in accordance with a cooperative governance 

system. 

Of relevance to just transition efforts are South Africa's National Policy Framework for Women's 

Empowerment and Gender Equality establishes guidelines for South Africans as a national group to 

take action to remedy the historical legacy by defining new terms of reference for interacting with 

each other in both the private and public spheres and by proposing and recommending an 

institutional framework that facilitates equal access to goods and services for both women and men. 

Black Economic Empowerment is an integration programme launched by the South African 

government to reconcile South Africans and redress the inequalities of apartheid. 
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Ease of doing business in South Africa 

South Africa is ranked 84 among 190 economies in the World Bank ease of doing business index, 

with a score of 67, according to the 2020 World Bank annual ratings. South Africa’s ranking fell to 

84 in 2019, from 82 in 2018. The 2008-2009 financial crisis have led policymakers to introduce new 

regulations and policies. On the back of these changes, financial systems strengthened worldwide, 

including in South Africa. 

Climate Change Priorities, Strategy, and Institutions  

South Africa is an energy- and carbon-intensive economy vulnerable to climate change and 

underprepared for a low-carbon transition. The energy carbon intensity of the population (i.e. energy 

sector emissions per capita is more than double the global average. 

Over the past two decades, South Africa has adopted a range of national and sectoral policies, 

plans and strategies as detailed in a timeline in Figure 2 below.  

Figure 2 Timeline of National climate-related policy development in South Africa
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The deployment of renewable energy has risen rapidly in South Africa, with the cost of 

renewables (notably solar and wind) falling significantly. In line with the national commitment 

to transition to a low carbon economy, there are plans since 2010 for 17.8 GW new 

renewables capacity to be installed by 2030.  South Africa’s investment in renewable energy 

in 2018 was the highest in five years, according to Bloomberg New Energy Finance. 

Investment sat at US$ 2.6 billion in the third quarter of 2018. 

The Department of Forestry, Fisheries and Environment (DFFE), formerly known as the 

Department of Environmental Affairs (DEA), plays a central coordinating and policy-making 

role as the designated authority for environmental conservation and protection in South 

Africa.  

In terms of sources of greenhouse gas emissions, the energy sector is the largest contributor 

(80.1% in 2017) to emissions (excluding Forestry, Land Use, FOLU) and is responsible for 

96.6% of the increase over the 17-year period. The AFOLU sector is an overall source, 

however this source has been reducing due to the increasing Land sink. 

Table 1 Summary of South Africa’s GHG emissions between 2000 and 2017 by sector 

GHG source or 

sink sector 

Emissions (Gg CO2e)  Difference (Gg 

CO2e)  

Change (%) 

relative to 2000  
2000  2017 

Total (incl. 

FOLU) 

436 733.5 482 016.3  45 283   10% 

Total (excl. 

FOLU) 

448 874.2 512 660.6  63 786   14% 

Energy  349 099.7  410 685.3   61 586   18% 

IPPU  32 987.3  32 084.6  -903  -2.7% 

AFOLU (excl. 

FOLU)  

53 229.4  48 641.8  -4 588  -8.6  

AFOLU (incl. 

FOLU)  

41 088.7 17 997.5  -23 091  -56 % 

Waste  13 557.8  21 249.0   7 691   57% 

 

South Africa submitted its first NDC on 1 November 2016, outlining the country’s pledge to 

transition to a lower-carbon economy. The NDC covers adaptation, mitigation as well as 

finance and investment requirements and is based on equity. In September 2021, South 

Africa submitted the updated NDC to the UNFCCC after a period of public consultation.   

South Africa’s annual GHG emissions will be in a range from 398-510 Mt CO2-eq. for the 

period 2021-2025 and 350-420 Mt CO2-eq. for the period 2025 – 2030.  The updated 

mitigation NDC proposes a significant reduction in the GHG emissions target ranges up to 

2030. The upper end of the target range in 2025 has been reduced by 17%, and the upper 

end of the target range in 2030 has been reduced by 32%, and the lower range by 12%. The 

2025 target range allows time to fully implement the national mitigation system, including 

those elements in the Climate Change Bill.   

https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/South%20Africa%20First/South%20Africa.pdf
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/South%20Africa%20First/South%20Africa%20updated%20first%20NDC%20September%202021.pdf
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Demand Side Analysis 

This section provides a breakdown of the South African climate finance demand, detailing 

the dominant sectors in the South African green economy and providing an overview of the 

barriers and enablers of climate finance.  

Sectoral analysis 

Five growing sectors are currently leading the mainstreaming of climate-resilient 

development in South Africa. These are clean energy, low carbon transport, smart water 

(supply and demand), circular economy and smart agriculture. These sectors represent a 

sizable and significant economic and development opportunity for local and international 

investors. 

Clean Energy 

Investment into clean energy and energy efficiency represent most climate finance 

investments in South Africa. The South African Climate Finance Landscape 2020 (The 

Climate Policy Initiative, 2021) has shown that clean energy generation, at 95% of mitigation 

finance, accounted for the largest portion of mitigation flows captured, while an additional 3% 

went to Energy Efficiency & Demand Side Management. The South African renewable 

energy sector can be broadly separated into two main sectors: Utility-Scale Renewable 

Energy (including distributed energy) and Energy Services. 

Table 2 Sectoral analysis Renewable energy 

Sectoral analysis 

elements  

Description  

Mitigation impact 

assessment 

The Eskom Grid Emissions Factor is a debatable number. The higher 

possible Emissions Factors (1.03 kg CO2e/kWh) was used for this 

report.  

Renewable energy, energy storage (linked to renewables), and energy 

efficiency represent core mitigation markets in South Africa.  

Current large scale renewable projects currently generate 11 882 GWh 

over a 12-month delivery period. 

Enabling 

environment 

analysis 

On 14 September 2021, Cabinet approved South Africa’s revised NDC 

climate change mitigation target range for 2030 for submission to the 

UNFCCC. South Africa has revised its target range for 2025 to 398 to 

510 and for 2030 to 350 – 420 (Mt CO2-eq) 

Commercial 

maturity 

assessment 

The renewable energy sector is a mature market that can access 

private-sector capital.  

Energy storage, electrifying thermal loads & transport, and renewable 

energy generation for the production of Green Hydrogen are expanding 

markets that could benefit from the CFA program. 
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Recommendation Renewable energy is key to South African climate change mitigation 

and is a recommended focus area for CFA. 

The following areas are of particular relevance:   

● Distributed generation  

- Private & public sector off-take – rooftop up to 1MW 

solar PV 

- Private & public sector off-take – ground-mounted 1 - 

100MW solar PV 

- Electrifying thermal loads & transport 

● Energy storage (small & utility-scale)  

● Renewable energy generation for the production of Green 

Hydrogen or related products (green steel, green ammonia)  
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Low carbon transport  
At the heart of the global low carbon transport transition are Electric Vehicles (EV). South 

Africa does not yet have policies, subsidies, or incentives to accelerate the development of 

the EV market. South Africa has thus not yet joined the ranks of those countries 

experiencing a steep rise in EV uptake and the development of the ecosystem and value 

chain around EVs. However, it is important to remember that EVs are only as green as the 

energy source used to charge them (and the mining process of the batteries), so the uptake 

of EVs needs to go hand-in-hand with the shift away from fossil fuels.  

Table 3 Sectoral analysis low carbon transport 

Sectoral analysis 

elements  

Description  

Mitigation impact 

assessment 

● Emissions from the transport sector account for 10.8% of the 

country’s total greenhouse gas emissions, with road transport 

responsible for 91.2% of these GHG emissions.  

● Should these trends continue in the absence of policies and 

measures, the transport sector is projected to emit a total of 136Mt 

CO₂ eq by the year 20501. 

Enabling 

environment 

analysis 

● The focus in South Africa is on: shifting passengers from private 

transport to public transport and freight from road to rail; switching 

to cleaner fuels and adopting new technologies such as alternative 

energy vehicles while making cities and towns friendlier places for 

cyclists and pedestrians. 

● South Africa does not yet have policies, subsidies, or incentives to 

accelerate the development of the electric vehicles market. 

● South Africa’s updated NDC submitted to the UNFCC in 

September 2021, references the Green Transport Strategy (GTS) 

developed by the Department of Transport.  The GTS commits the 

South African transport sector to a 5% reduction of emission in the 

transport sector by 2050. It is widely accepted that this will not be 

sufficient to reach South Africa’s targets.  The updated NDC 

commits South Africa to a range of green transport measures 

including electric and hybrid vehicles, mode shifting and the 

enhanced provision of safe and affordable public transport. 

● The government has committed to investing 10% of gross domestic 

product (GDP) within three key areas, namely: transport, energy, 

and water, until 2030. 

Commercial maturity 

assessment 

● Low carbon transport represents a nascent market in South Africa.  

● Government-led blended finance may be needed to support the 

establishment of this industry. 

● Bilateral/multilateral development finance institutions represent the 

largest investor in the low carbon transport sector to date.  

 

1 Department of Transport. 2018. Green Transport Strategy for South Africa: (2018-2050). Green Transport Strategy for South 

Africa: (2018-2050) 

https://www.transport.gov.za/documents/11623/89294/Green_Transport_Strategy_2018_2050_onlineversion.pdf/71e19f1d-259e-4c55-9b27-30db418f105a
https://www.transport.gov.za/documents/11623/89294/Green_Transport_Strategy_2018_2050_onlineversion.pdf/71e19f1d-259e-4c55-9b27-30db418f105a
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Recommendation ● Low carbon transport is key to South African climate change 

mitigation and is a recommended focus area for CFA.  

Recommended focus breakdown:  

● Modal shift (passenger and freight) - Improved transport 

modes/system integration - Electric, hydrogen, gas, hybrid and 

non-motorised transport. 

● Infrastructure (passenger and freight) - Dedicated supporting 

infrastructure (charring, fuel etc.) - Smart logistics and efficient 

transport systems. 

 

Water conservation, supply, and demand. 
Despite South Africa being a water-scarce country, national average consumption rates are 

much higher than the international benchmark, and forecasts indicate that water demand will 

exceed supply by 10% by 2030. Low water tariffs will drive this inefficient use, inadequate 

cost recovery, leakages, inappropriate infrastructure choices (e.g., water-borne sanitation in 

a water-scarce country), and increased demand in the municipal, industrial, and agricultural 

sectors.  

Table 4 Sectorial analysis water conservation and supply 

Sectoral analysis 

elements  

Description  

Mitigation impact 

assessment 

Water extraction, distribution and treatment offer various options to 

reduce carbon emissions. Investments that aim to improve the energy 

efficiency of water provision and treatment, change the methods used in 

water provision and treatment or reduce overall water use can have 

significant mitigation impact.  

Some high-level examples for South Africa are given below:  

1. Impoundment (dam): 0.059 kg CO2 / kl of water abstracted 

2. Wastewater treatment: 0.112 kg CO2 / kl of wastewater (primary 

treatment) 

3. Treatment of raw water: 0.219 kg CO2 / kl of water treated 

4. Distribution and collection: 0.139 kg CO2 /kl of potable water 

distributed 0.150 kg CO2 /kl of wastewater collected 

Enabling environment 

analysis 

National Water and Sanitation Master Plan (2019) prioritises water loss 

monitoring and reduction, alternative water source development, access 

to sanitation for all, and policy changes towards private sector financing 

for municipal infrastructure. 

Commercial maturity 

assessment 

While the municipal sector represents the largest water opportunities for 

investors, a few barriers are specific to this market. These barriers 

include the inability to access funding, capacity constraints, procurement 

processes (specifically linked to national government procurement), 

insufficient revenue collection, and a lack of locally demonstrated 

technologies. 
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Recommendation 
Water conservation and supply are not key mitigation issues for South 

Africa and therefore, are not a CFA recommended focus area.  

There are cases in water sourcing, treatment and efficiency where 

mitigation impacts are evident and have sustainable development co-

benefits.  These are described below:  

● Desalination (solar-based); and 

● Energy efficiency in wastewater treatment with particular reference 

to: 

- Use of solar power  

- Algal ponds; and 

- Biogas / bio-digesters   

 

Circular Economy/waste management  
In South Africa, the focus has been on renewable energy and the recycling of waste. 

Evidence of progressive thinking on “designing out waste2” in the industry is not apparent, 

however it is expected to become more important in the future, in light of the huge amounts 

of critical minerals required for the future net-zero emissions economy.   

In addition, the focus on landfill diversion, and specifically beneficiation, has accelerated 

over the last couple of years. As a result, the South African waste economy continues to 

experience growth, and there is growing interest in the uptake of alternative waste treatment 

solutions and associated value chains, with beneficial impacts on employment opportunities.  

Table 5 Sectoral analysis circular economy/waste management 

Sectoral analysis 

elements  

Description  

Mitigation impact 

assessment 

● The waste management sector makes a relatively minor 

contribution to greenhouse gas (GHG) emissions. Every waste 

management practice generates GHG, both directly (i.e., 

emissions from the process itself) and indirectly (i.e., through 

energy consumption) 

● The actual magnitude of these emissions is difficult to determine 

because of insufficient data on worldwide waste generation, 

composition and management and inaccuracies in emissions 

models.  

● The climate benefits of waste practices result from avoided landfill 

emissions, reduced raw material extraction and manufacturing, 

energy production (reduced fossil-fuel energy sources).  

Enabling 

environment 

analysis 

● At the start of 2021, the South African waste management 

landscape was waiting for numerous regulatory changes to be 

implemented and key documents to be published.  

● Once this regulatory certainty is provided, it should ultimately 

 

2 Building in the concept of circularity – reduced waste from design – design of the ability to reuse with the circular economy.  
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unlock opportunities, among others, in the plastic, organics, 

electronic, construction, and demolition waste sectors. 

Commercial maturity 

assessment 

● The Circular economy market is a nascent and developing sector 

in South Africa. Limited to no commercial finance is being 

channeled into this sector.  

Recommendation ● Circular economy/waste management interventions that focus on 

reducing waste to landfills, energy generation from waste (i.e., 

landfill gas, biogas, biomass etc.) and the shift towards sustainable 

transport (i.e., waste management logistics) will meet the 

requirements of the CFA program.  

 

Smart Agriculture, food production, fisheries, and forestry 
Only ~11% of land in South Africa is considered arable, of which 3% is truly fertile soil. A 

mere 1% has the right climate and soil combinations for rain-fed crops. Primary agriculture 

contributed a relatively small share of the total GDP (2.6% in 2018 or R135 billion) in South 

Africa but is significant in providing employment and earning foreign exchange. However, the 

sector is estimated to contribute about 12% or approximately R625 billion of the national 

GDP when considering the whole agricultural value chain.  

Renewable energy and conservation agriculture solutions continue to offer opportunities for 

investors and businesses in the agriculture sector. Emerging opportunities with significant 

growth potential include regenerative agricultural practices and technologies for undercover, 

precision, and urban agriculture. 
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Barriers and enablers 

Critical barriers to the access and mobilisation of finance persist, but South Africa has also 

made extensive progress in creating enablers for the transformation of its economy. The 

CFA methodology analyses these barriers and enablers across six headings:  

1. Policy, regulatory, institutional 

2. Financial and economic 

3. Technology and market 

4. Information and capacity 

5. Gender Equality and Social Inclusion (GESI)  

6. Cultural and behavioural 

The grouping is done to provide structure and order to the analysis. It is not intended to be 

deterministic as there are several linkages amongst individual barriers and across 

categories. Additionally, the number of barriers in each category should not be seen as a 

definite indicator of the relevance or importance of barriers, as a single barrier may have a 

disproportionately high or low impact. Key findings are summarised below. 

Table 6 Financial and economic barriers and enablers 

Financial and economic 

Barriers 

The venture capital industry in South Africa is very small and nascent. This results in very 

limited funds available to invest ‘at-risk’ in early-stage projects/companies.   

Limited availability of financing for early early-stage projects, high-risk projects and for 

moving projects from early development stages to commercialisation. 

Limited project identification and project development support available for projects. 

Barriers in funding for mid-sized projects (either too small or too large ticket size).  

Commercial banks and private equity companies are typically not willing to assume 

technology and development risks (i.e., new industries/adaptation/mitigation projects).  

Funders often do not make a distinction between low-carbon projects and projects in other 

sectors or non-low-carbon projects and therefore neither see the opportunities not prioritise 

investment in low-carbon sectors. 

Limited focus on non-energy related low-carbon projects, i.e., most climate finance still 

flows into the energy sector. 

High transaction costs for commercial finance of low-carbon projects results in reduced 

finance flow. 

Emerging climate sectors require an upfront grant or concessional funding to reach 

bankability and offset perceived risks. 

● Design and structure of concessional credit lines limited in climate finance 
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landscape. 

● Grant-based funding remains limited due to unfavourable global economic 

conditions. 

A lack of understanding of options, education, and enabling environment limits retail 

investment into climate sectors. 

An absence of well-defined interfaces, linkages and cooperation between funders and 

receiving entities (to ensure that funding meets South Africa’s requirements and priorities). 

Enablers 

High disbursement rate of climate finance - according to the South African Climate Finance 

Landscape 2020 released in January 2021, South Africa has a 97% rate of disbursing 

committed climate finance (global average is 60%)  

 

Table 7 GESI barriers and enablers 

GESI / Social Inclusion 

Barriers 

There is a lack of coordination and unified voice between the active civil society 

organisations (CSO) and groups working to drive GESI and environmental development in 

South Africa.  

● A few larger organisations are often crowding out a diversity of opinions across the 

civil society organisations working on GESI and environmental issues. For example, 

the larger coal worker groups get more attention than CSOs supporting renewable 

energy communities.   

● South African CSOs are a divided group of organisations with no coordination. They 

are all working towards their individual goals instead of presenting a unified vision for 

change.  

The impact potential of CSOs in South Africa is limited by poor governance and the resulting 

inability to influence policy.  

● Parliamentary committees do not hold National Departments to account, thereby 

limiting impact on the ground.  

● There is a lack of political will to listen to inputs from CSOs. 

● There is disconnect between policy and SED/GESI requirements.  

Communication & Knowledge Sharing 

● Insufficient and biased information shared with communities, e.g., often when 

communities interact with the extractive industries, information on the positives are 

shared with communities but not the negatives. 

● Lack of skills/information available for CSOs needed to build strong arguments for 

change (i.e. renewables vs coal debate). Local CSOs are not well enough equipped 

to actively participate in technical issues.   
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● Information asymmetry and information gatekeepers 

Enablers 

CSOs active in the South African landscape are keen to participate and drive change 

(despite the barriers listed above) also in climate change and finance areas. 

 

Table 8 Information and capacity barriers  

Information and capacity 

Barriers 

Even where there are dedicated financing facilities for low-carbon projects, the criteria for 

accessing them may not always be clear.  

Capacity and knowledge constraints in public and private finance (i.e. limited understanding 

the financial needs in new environmental sectors).  

Project development skills shortages within project developers (i.e. many projects developed 

by engineers with limited business acumen).  

Project sourcing and evaluation skills shortages within the financial sector. 

An established definition for climate finance and clearly defined sectors and subsectors 

would enable tracking, and an established definition would enable aggregating climate 

finance flows for climate finance and clearly defined sectors & subsectors. 

Providers of finance are not aware of how to tag their climate financial flows, making it 

difficult to identify, track and quantify the quantum of climate finance in the market.  

High degree of sophistication of tracking systems required at the country level - Multitude of 

stakeholders and funding channels, currencies, aggregation, co-financing, additionality etc. 

Currently, no centralised donor coordination on climate finance and funded projects and 

programmes. 

 

Table 9 Policy, regulatory, institutional barriers and enablers 

Policy, regulatory, institutional  

Barriers 

Misalignment between green economy vision, industrial policy, and structure of the financial 

system and the flows of finance into key climate sectors.  

Sub-optimal coordination between commercial banks and development finance institutions 

(DFIs). 
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Climate finance is not tied to climate goals - Limited knowledge around tagging and volumes 

of climate finance means the climate finance gap is unknown. 

One of the greatest challenges for South Africa is to find the balance between increasing 

consumption to improve quality of life while ensuring an equitable transition towards a low 

carbon economy. 

Lengthy development and approval of policies due to high levels of bureaucracy which 

impact investor certainty. 

Limited clarity and decisiveness from the government on key decisions (e.g., IRP 2019 and 

REIPPPP round 5) also create uncertainty for investors. 

Enablers 

Green economy policies are strong.  The National Climate Change Response White Paper 

(NCCRWP), the National Development Plan (NDP) and the Industrial Policy Action Plans 

emphasise the necessity of the development and growth of the green economy to realise an 

equitable transition to a low carbon economy.   

There is great demand for low carbon projects for South Africa to achieve NDC targets - In 

the NDC submitted in 2015 defined the target range for 2025 and 2030, in which emissions 

will be in a range between 398 and 614 Mt CO2–eq.  

In the enhanced NDC submitted to the UNFCCC, South Africa’s annual GHG emissions will 

be in a range from 398-510 Mt CO2-eq. for the period 2021-2025 and 350-420 Mt CO2-eq. 

for the period 2025 – 2030.  The upper end of the target range in 2025 has been reduced by 

17%, and the upper end of the target range in 2030 has been reduced by 32%, and the 

lower range by 12%. 

South Africa’s updated NDC submitted to the UNFCCC in September 2021, prioritises the 

decarbonisation of the electricity sector during the 2020s, with a deeper decarbonisation 

anticipated in 2030s.  

Planning for the decarbonisation of the electricity sector advanced with the gazetting of an 

updated Integrated Resource Plan in 2019 (IRP 2019) for 2010–2030, considering climate 

change mitigation amongst multiple objectives, and allocating large shares of the future 

energy mix to renewable energy technologies.  

The IRP is an electricity infrastructure development plan prepared using least-cost modelling 

(with adjustments for economic benefits such as employment).  

The IRP2019 aims to decommission over 35 GW (of 42 GW currently operating) of Eskom’s 

ageing coal-fired power capacity by 2050 (5.4 GW of Eskom’s coal power generation 

capacity will be decommissioned by 2022, and 10.5GW by 2030). 

 

Table 10 Technology and market barriers and enablers 

  

Technology and market 
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Barriers 

There is strong focus on mitigation finance, but there is the need to also attract adaptation 

finance to South Africa and the rest of Africa attracts almost as much adaptation as 

mitigation).  

Diversification is needed:  need to build a wider base of projects/interventions (not just a few 

large projects, or most projects in RE for mitigation).  
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Supply-side analysis 

A database has been developed to capture information on the climate finance landscape in 

South Africa. This includes information on national market players (e.g., commercial banks, 

microfinance banks, private equity/debt, venture capital/angel investors etc.) as well as 

international climate finance streams (e.g., climate funds, development finance institutions, 

multilateral institutions, bilateral development partners, domestic sources of finance).  

Climate finance mapping 

A total of 257 financing solutions were mapped across 134 unique public and private sector 

stakeholders. Although not all tracked investments provided information on the total value or 

ticket size of their investments, R35.8 billion was tracked across 200 financing solutions. 

Using the climate finance supply chain concept as its base (project initiation, project 

development, primary project funding and secondary markets and refinancing), the table 

below indicates the available climate finance resources. It identifies gaps in the current 

operation of the chain in terms of the various kinds of finance that need to be present at 

each stage of the chain for it to function effectively.  

The purpose of Table 6 is to indicate quickly where CFA and other initiatives may wish to 

focus their analysis of what new or additional resources may be impactful.3 

Available Partially available 

Significant gap Not available 

 

Table 11 Mapping of climate finance institutions 

SOURCE 
PROJECT 
INITIATON 

PROJECT 
DEVELOPMENT 

PRIMARY 
PROJECT 
FUNDING 

SECONDARY 
MARKETS AND 
REFINANCING 

Commercial Banks 
    

Institutional investors 
    

Private equity 
    

Corporate funders 
    

Asset managers 
    

 

3 Please note that this is a global table, so there may be discussion around the margins of what belongs where.  The table is 

intended to give a picture of the ecosystem and help to identify key gaps 
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Venture capital 
    

Impact funds 
    

Angel investors 
    

Microfinance and credit unions 
    

Government budget 
    

Climate funds 
    

Bilateral development partners 
    

Multilateral development 
partners 

    

NGOs and philanthropic 
organisations 

    

 

Table 12 Mapping of climate finance instruments 

INSTRUMENTS 
PROJECT 
INITIATON 

PROJECT 
DEVELOPMENT 

PRIMARY 
PROJECT 
FUNDING 

SECONDARY 
MARKETS AND 
REFINANCING 

Company balance sheets 
    

Corporate bank loans 
    

Project finance 
    

Structured finance 
    

Bonds 
    

Green/blue/social/sustainable 
bonds 

    

De-risking products 
    

Concessional finance 
    

Grants 
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Government budget spend 
    

Microfinance 
    

Findings: 

Overall: The landscape mapping analysed 257 financing solutions in the climate finance 

landscape. 85% of the tracked solutions offered primary finance products.  13% offered 

project development support, while only 2% offered project identification funding. Less than 

1% of the +-257 mapped financing solutions offered to refinance. It is important to note that 

availability is conditional on well-structured projects that meet funder due to diligence 

requirements in all cases. In most cases “not relevant” simply means that one would not look 

to funders in that category to participate in a refinancing.   

By organisational type: of 134 unique public and private sector stakeholders mapped, 

bilateral development partners, local and international development finance institutions and 

government departments/agencies made up 80% of the tracked stakeholders. The 

remaining 20% was provided by climate funds, commercial banks, private equity/debt, and 

venture capital. 

By instruments: Debt and equity made up 50% of the tracked finance products. Forty 

percent of the tracked stakeholders offered grants. It is important to note that the value of the 

grants available was relatively small. Government budget spends covered 9% of the tracked 

products. Guarantee/risk mitigation instruments and structured finance covered 1%-2% of 

tracked products4. Regarding total value, of the ZAR 35,8 billion, debt and equity products 

made up 76%, grants 19%, and government budget spending 5%. 

By support type: most (+-85%) of the tracked interventions or support offerings focused on 

operational/advanced stage support. 10% of the tracked support structures offered a degree 

of pre-feasibility/ feasibility support. This remains a significant need in the market, with 

pipeline development and due diligence costs being significant barriers to long term 

investments.  

By sectors: as expected, mitigation, and clean energy was the focus, accounting for more 

than 33% of all investments tracked when including energy efficiency and demand-side 

management. In terms of the total value, energy and energy efficiency accounted for almost 

50% of the total value tracked (+-R16 billion). 

 

4 These exclude government guarantees that may have been provided to unlock debt for REIPPP projects for example. 
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Key conclusions and recommendations 

Climate finance ecosystem 

● There remains a market failure in South Africa’s climate finance landscape in that 

there is a mismatch in finance designed for climate finance markets and the 

availability of a sufficiently large bankable pipeline of climate mitigation projects. The 

South African ecosystem is perfectly primed for an intervention that supports efforts 

to implement its NDC by bringing together stakeholders that can develop and finance 

climate projects at scale.  

● There is a need to restructure energy- and resource-intensive sectors. By 2050, 

a renewables-dominated power system is expected to be the most cost-competitive 

system for South Africa. By leveraging its world class renewable energy sources, 

South Africa can fully decarbonise its power sector, while unlocking the opportunity to 

stimulate economic growth and job creation. 

● South Africa has adopted a range of national and sectoral policies, plans and 

strategies, which provide a call to action aimed at greening the current economy to 

remain resilient and globally competitive.  

● A Just Transition for South Africa comprises a shift towards an environmentally 

sustainable economy and society for all. This transition must take place in a way that 

is just, that leaves no-one behind and that sets the country onto a new, more 

equitable and sustainable development path; one which builds new local industries 

and value chains. Such a transition needs to be well managed and contribute to the 

goals of decent work, social inclusion, and the eradication of poverty for all South 

Africans. 

● South Africa is clearly committed to the Global Agenda for Sustainable 

Development. South Africa’s National Climate Change Response Policy (NCCRP) 

explicitly calls for the inclusion of the financial services sector in shaping South 

Africa’s climate and green finance architecture alongside project developers and 

policymakers. 

● Increased regulatory clarity and consistency is needed, particularly for smaller 

climate sectors and subsectors. There are gaps in certain sector policies, and 

legislation needs to be adapted to support the shift and diversify the portfolio of 

climate projects. More incentives should be created for climate finance spending, 

both by the private sector and households. 
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Box 1 provides climate action policy insights for South Africa, informed by extensive 

stakeholder engagement on collaborative climate action.  

 

Box 1 Key policy insights for enabling low-carbon climate action  

1. Conversations on policy, finance and project innovation are more effective when 
considering a specific intervention rather than broader macro-economic policy.  

2. The way stakeholders with each other on a specific intervention is not always effective. 
Carefully structured and facilitated processes are needed.  

3. The financial services sector needs to be incorporated into discussions about current 
and future policies as soon as possible.  

4. Project developers and policy makers have low levels of financial literacy in relation to 
the role of finance in development. To improve this, education is needed for all non-
finance stakeholders on the role of finance. Policy developers should consider the role 
of finance when designing policy.  

5. The discussion of specific policy interventions between relevant stakeholders, need to 
acknowledge the context of the interventions within the broader economy and policy 
landscape.  

6. There are opportunities to improve public perceptions related to policy consistency in 
South Africa. Education around the misperceptions of policy consistency would help to 
overcome certain existing barriers to collaboration.  

7. To drive uptake and acceptance of certain interventions, policy developers should 
consider their policy innovation interactions with consumer behaviour, business 
models and financial provision and innovation.  

8. Of the various national policies considered, the NDP Vision 2030 is by far the most 
comprehensive of the guiding policy documents.  The NDP has been translated into 
the Government's Medium Term Strategic Framework (MTSF) 2019-2024 which is 
also informed by the electoral mandate of the Sixth Administration of government. The 
MTSF lays out the package of interventions and programmes that will achieve 
outcomes to ensure success in achieving Vision 2030.  Stakeholders should consider 
their development plans and interventions in the context of this vision (in parallel with 
the Sustainable Development Goals).  

9. The flagship programmes, as identified in the National Climate Change Response 
Policy of South Africa, provide a significant potential starting point for large-scale 
climate action but,` need to be multi-stakeholder implementation programmes and not 
government programmes. This starting point can be supplemented by the priority 
investment areas identified by the CFA.  

10. In the project development cycle, progress along a development curve is stepped and 
progressive.  The development cycle is marked by long periods of stagnation that 
represent barriers that need to be addressed to produce short periods of enormous 
activity.  
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Demand for climate finance 

● Five growing sectors are currently leading this mainstreaming of climate-resilient 

development in South Africa. These are clean energy, low carbon transport, smart 

water (supply and demand), circular economy and smart agriculture. These sectors 

Box 3 continued: Key policy insights for enabling low-carbon climate action 

11. Pilot studies that demonstrate the benefits of potential solutions can support increased 
progress for an identified intervention area. The pilot studies and their benefits can be 
subsequently used to demonstrate best practice that can be replicated nationally.  

12. The actions with the greatest impact, taken in pursuit of unlocking green economy 
projects and/or financial innovation, are focused on creating a unified understanding of 
the problem and/or providing price certainty. 

13. Convening a series of well structured, expertly facilitated, multi-stakeholder workshops 
on priority interventions in the economy will be invaluable guides for policy makers and 
help to trigger periods of activity.  

14. To support improved capacity building about the role of finance in South Africa’s 
development, all relevant stakeholders should be engaged. As a result, the 
conversations need to be well facilitated and structured using “conversation 
frameworks”.  

15. There are specific gaps in the structure of the financial services sector in South Africa 
which need to be acknowledged in policy setting. This acknowledgement will support 
understanding the impact of the gaps on projects and to use policy to fill the gaps.  

16. Developing economies carry the dual burden of low GDP per Capita and poor access 
to financial services. While access to financial services is a significant barrier to 
development, financial service barriers are firmly rooted in barriers related to 
governance, national level planning and available institutions. South Africa are 
fortunate to have a robust and well-regulated financial services sector that provide a 
significant range of services.  

17. Development in South Africa is inhibited by structural barriers in the financial services 
sector. Policy development and public spending therefore needs to consider limited 
levels of private equity and venture capital, especially in relation to the green economy. 
Policy should attempt to stimulate private capital in these areas, attracting greater 
levels of finance that are available to state entities.  

18. Use available international finance and budgeted government revenue for stimulating 
the financial services sector, scaling investment in the green economy.  

19. Consideration of project level barriers in the context of the investment areas identified 
in this project, is a necessary final step in understanding the climate finance challenge. 
For policy and financial innovation to be most effective, it should address specific 
barriers. The CFA project team piloted a rapid solution development process that 
represents an excellent approach to increasing progress.  

20. A sophisticated stimulation of the green economy in South Africa would act to bolster 

credit ratings and have a positive impact on bond rates, which would ease 
pressure on the fiscus. 
 

Source:  NBI Green Economy Finance Project Research Report – Project Overview: The 
power of collective action in green economy planning 
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represent a sizable and significant economic and development opportunity for local 

and international investors. 

● Identified needs include: 

o Support is needed to improve the bankability of the projects in the green 

economy pipeline, to reduce the project development limited business skills 

shortages (i.e. many projects are developed by engineers with acumen). 

o Diversification is needed in South African investments if the country is to meet 

its NDC. There is the need to build a wider base of projects/interventions (i.e. 

not just a few large projects, or mostly projects in renewable energy). 

 

Supply of climate finance 

There are gaps across the entire climate finance supply chain especially in project 

identification, and project development.  

● 85% of the tracked solutions offered primary finance products.  13% offered project 

development support, while only 2% offered project identification funding. Less than 

1% of the +-257 mapped financing solutions offered to refinance.  

● The venture capital industry in South Africa is very small and nascent. This results in 

very limited funds available to invest ‘at-risk’ in early-stage projects/companies.   

● There is limited availability of financing for early early-stage and high-risk projects, 

and for promoting projects from early development stages to full commercialisation. 

● Embedding climate mitigation into the credit and investment processes of financial 

institutions to unlock finance at scale. The market failure in climate finance for 

institutional investors (i.e. pension funds) is the un-reflected externalities that are 

absorbed by the environment. Once these externalities cross a threshold, the risk is 

increased (drought, flood, etc.). If South Africa is going to successfully transition, 

institutional investors should have a mandate that includes long run country stability 

and sustainability. 

● To mainstream investment in emission-reducing infrastructure at scale, and reach 

South Africa’s climate goals, the investment community needs to incorporate 

environmental impact criteria into their investment policies, procedures and targets.  

Work is needed to address the capacity gaps that exist within financial institutions 
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In country delivery partners 
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