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Overview

 GIZ’s Green Infrastructure Corridors for Intra-African Trade project has prioritized

assisting the African Union (AUC and AUDA-NEPAD) to plan for low carbon and

climate resilient infrastructure projects and with mobilizing climate finance for

PIDA projects, including inter alia:

 The development of the Master Plan for transport projects, particularly the

African Integrated High-Speed Railway Network

 The development of a “railway sourcebook for Africa” and green-railway related

policy recommendations

 The identification of potential financiers for the Uvinza – Musongati – Gitega

Electrified Standard Gauge Railway (SGR) amongst other projects



 Climate Finance refers to domestic or international financing provided by any

public or private entity for activities that, in whole or in part, mitigate GHG

emissions or support adaptation and resilience to climate change. (World Bank

Group 2022) (UNDP 2023)

 Climate Change Adaptation refers to “actions that help reduce vulnerability to the

current or expected impacts of climate change” (e.g., floodings, sea-level rise,

droughts, heatwaves) (UNDP 2023)

 Climate Change Mitigation refers to any action taken “to reduce or prevent GHG

emissions or to enhance carbon sinks, that remove GHG from the atmosphere”

(UNDP 2023)

Overview



Challenges

 The amount of investment needed is substantial. The McKinsey Global Institute

estimated that globally USD 300 billion additional investment in railways is needed

every year

 Just to keep pace with expected economic growth and more would be needed to

reach the United Nations Sustainable Development Goals and to make rail

infrastructure climate resilient

 A recent International Union of Railways (UIC) white paper estimates that low- and

middle-income countries (LMICs) would need between USD 25 and USD 80 billion

annually between now and 2050



Challenges

Railways          
have had 
limited success 
in accessing 
climate specific 
financing 
instruments

Source: GCF Open Data Library



Challenges

 Climate funds: their resources are relatively limited - in 2020 their total funding was
USD 5 billion - and only a fraction of that went to rail

 Fiscal space: major sources of funding are often government revenue (general
taxes, earmarked taxes, intra-governmental transfers, or non-repayable grants),
user revenue (whether freight or passenger services), commercial revenues, and
real estate development revenue

 Harmonization: Move from cape gauge or metric gauge to standard gauge would
cost a lot and hamper the funding mobilization

 Investment risks: result from the inherent associated with emerging economies,
including macroeconomic stability, currency volatility, political instability, and
others

 Domestic Resource Mobilization strategies: most financing is in form of loans
overburdening African states with debt and hindering locally led-action



Unlocking the Potential for Railway through Climate Finance

Compared to other modes 

rail has one of the smallest 

carbon footprints, with an 

average emission of 22g of 

CO2 per passenger-km 

Source: Bridging the rail finance gap challenges and opportunities for low- and lower middle-income 

countries UIC White Paper



LICs and LMICs

Low-income countries (LICs) 
are those with a GNI per 

capita of USD1,135 or less in 
2022

Lower middle-income 
countries (LMICs) are those 

with a GNI per capita 
between USD1,136 and                       

USD 4,465
Source: Bridging the rail finance gap challenges and opportunities for low- and lower middle-income 

countries UIC White Paper



Unlocking the Potential for Railways through Climate Finance

 Decoupling growth from carbon emissions in low-income and lower-middle-income

countries (LICs and LMICs) is crucial globally

 If transport emissions in these countries matched those of high-income nations

global emissions would more than double increasing by 16%

 Monetizing this amount at recent Social Costs of Carbon estimates values avoiding

these emissions at over USD 1.5 trillion annually

 International Finance Institutions are shifting towards financing projects aligned

with the Paris Agreement potentially redirecting funding from roads and airports to

rail and ports



Unlocking the Potential for Railways through Climate Finance

 This presentation examines hands-on experiences in attracting financing from

climate-specific financing instruments of railways in LICs and LMICs

 The review encompasses at each stage of the project lifecycle as it applies:

• Private sector climate finance whose resources could potentially meet the

entire rail financing gap

• Carbon markets to finance or refinance eligible projects linked to electrified

and low-carbon rail infrastructure for passenger and freight transport

• Climate funds as a potential co-financier for railway projects

 What would it take to scale up climate-specific finance of railways? We would like

to hear from your experiences



Project Preparation Funding
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Project Preparation Funding

NOther AfDB Funds such as the Transition Support Facility (TSF) also support the rail sector

An application           

is considered 

successful if the 

applicant can obtain 

a minimum total 

score of 70% and has 

scored at least              

50% in each               
section



Abidjan Light Train Line
1 project also known as Metro
d’Abidjan is a 37km-long elevated
rapid transit network

Total project cost is USD 1,5 Billion

Preliminary preparatory works were
financed in the form of a 2-year
bridging loan to the tune of Euro 30
Million by a local private
commercial bank (BACI) in 2017

Two exit mechanisms: assignment 
of severance indemnity to the 
Lender or long term-term relay 
refinancing loan by ECA and DFIs

Project Preparation Funding

Abidjan Light  Train Line 1



Project Financing

Light Rail Transit for the Greater Metropolitan Area COSTA RICA Approved in July 2021 Co-financing ratio of 15:85

This project aims                  

to install an 85 km             

double-track electric                   

light rail transit system 

in San José’s Greater 

Metropolitan Area which 

will be powered by more 

than 98 percent 

renewable electricity

Source: GCF Open Data Library

1.9 Billion USD



Project Financing

Source: ALG



O & M Financing

NEPAD-IPPF RAILWAY PROJECTS

 The Office National des Chemins de Fer du Maroc (ONCF) is the state-owned

passenger and freight rail operator

 It was the first company in Africa to issue a corporate green bond for sustainable

mobility projects

 The World Bank supported the Government of Morocco and the railway to structure

compensation for public services and restructure ONCF’s balance sheet shedding

certain debt. The technical assistance offered played a crucial role in readying

ONCF to be creditworthy

 The inaugural bond was issued in 2022 and valued at approximately USD 95 million

 For this project funding of green certification costs by the EBRD instead of the

Moroccan partners was pivotal for the successful issuance

Moroccan Railways Green Bond In Morocco



O & M Financing

NEPAD-IPPF RAILWAY PROJECTS

 Carbon finance markets incentivize activities that reduce or remove greenhouse gas

emissions

 Emissions are quantified into carbon credits, which can be bought and sold

 Two main types: voluntary markets and compliance markets

 Voluntary markets allow entities to sell the rights to emission reductions, while

compliance markets have regulations restricting emissions

 Third-party verification ensures emissions savings are legitimate

 Railways have not yet benefited significantly from carbon markets due to lacking

standards and regulations

 There's potential for railways to tap into carbon markets with improved standards and

regulations

Carbon Markets for Railways



O & M Financing

 The AUC is organizing the Africa Multi-Stakeholder Conference on Carbon Market

Approaches in Q3-2024

 The overall outcome of the conference is policy recommendations in the form of “An

African Action Plan on Carbon Markets (AAPCM)” and

• Increased awareness and understanding of carbon markets and their potential in

Africa

• Key opportunities and challenges and areas for research and action related to

carbon markets in Africa highlighted

• Practical recommendations and principles that will guide the continent in its

engagement in the carbon landscape

• Pilot projects are showcased to explore Carbon Market Trading opportunities

Carbon Markets for Railways



Conclusion

NEPAD-IPPF RAILWAY PROJECTS

What would it take to scale up climate-specific financing of railways?

 Climate funds should be used to de-risk projects and leverage commercial

financing

 In carbon markets we need:

• Verification Agencies to develop monitoring, reporting, and verification

standards

• In compliance markets regulations should be expanded to cover surface

transportation including rail

• And for biggest impact Governments and railways need to work together to

make their railways creditworthy to access sustainable commercial financing

 Unlocking these additional sources of financing will help pave the way for the

decarbonization of transport and lasting sustainable economic development
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