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	Catalyzing Climate Finance (Shandong Program (Formerly Green Financing Catalyzing Facility)

	
	
	
	

	Lending/Financing Modality:
	Financial Intermediation Loan
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	EARD/EAPF

	
	
	
	

	I.	POVERTY IMPACT AND SOCIAL DIMENSIONS

	A.	Links to the National Poverty Reduction Strategy and Country Partnership Strategy

	The Program pilots an innovative, transformational and disruptive financing mechanism of $1.5 billion to catalyze climate finance for a portfolio of bankable climate resilient projects in Shandong Province, People’s Republic of China (PRC) through the Shandong Green Development Fund (SGDF). Shandong faces significant climate change challenges: (i) mitigation from energy, urban activities and industrial transformation; and (ii) adaptation from water resources, agriculture, coastal and ecological vulnerable areas, as a limiting factor for growth at the core of the water – food – energy nexus. Shandong tops the country’s energy consumption and the number of motors vehicles, responsible for most of the greenhouse gas emission. The Program supports provincial government’s proactive policies to decarbonize its economy through coal substitution and industrial transformation, the Intended Nationally Determined Contribution and the Thirteenth Five-Year Plan of the People’s Republic of China (PRC) to achieve “inclusive and sustainable growth” by 2020. Asian Development Bank (ADB) country partnership strategy 2016-2020, supports the government’s reform agenda by focusing on “managing climate change and the environment”, a theme at the heart of the program. The program also contributes to the Sustainable Development Goals (SDG) SDG 9 “Industry, Innovation and Infrastructure” by building resilient and green infrastructure and fostering innovation through new green financing model; SDG 11 “Sustainable Cities and Communities” by making cities and communities more resilient, safe, inclusive and sustainable; and, SDG 13 “Climate Action” by taking urgent actions to promote green investments to combat the impacts of climate change. 

	B.     Poverty Targeting:

	[bookmark: Check1]|X|General Intervention |_|Individual or Household (TI-H) |_|Geographic (TI-G) |_|Non-Income MDGs (TI-M1, M2…)

	One of the key feature of the program is to finance through blended funding bankable and climate resilient projects that promote inclusive business, access to cliamte resilient and financially sustainable infrastructure as well as access to basic urban services within 5% of disposable income for the poor. The vulnerability of the poor to economic shocks is also reduced to encourage investment in human capital and in higher-risk and higher-return activities. Public policy reforms and investment in physical infrastructures significantly contribute to the pursuit of socially inclusive development. Financial sector instability undermines poverty reduction as the poor are more vulnerable than the rich to weak financial institutions and the negative macroeconomic impacts that normally accompany financial sector instability. The key anticipated impact on poverty is through financial sector development and greater affordability of high-quality climate resilient infrastructure in the long run. More efficient and lower cost of climate resilient projects lead to greater affordability and higher usage.

	C.	Poverty and Social Analysis

	1. Key issues and potential beneficiaries. The development of climate resilient projects contributes to economic growth, which in turn contributes to increased demand for climate resilient services (such as basic urban services). Moreover, investments in human capital, infrastructure and climate resilient projects interact and increase the returns of both. Investment in climate resilient services contributes to sustainable growth by: (i) reducing transaction costs and facilitating trade flows; (ii) enabling individuals, firms, and governments to respond to new types of demand in different geographic areas; (iii) lowering and greening input costs in production of goods and services; (iv) opening new opportunities for climate resilience; and (v) creating employment through the use of advanced technologies. The lack of climate resilient infrastructure is felt most deeply by the poor, who are most acutely affected by the impact on livelihoods. While indirect benefits are more difficult for the poor to perceive, the development of climate resilient infrastructure and businesses is essential for the PRC.

	2. Impact channels and expected systemic changes.By new financial sector climate finance products, the program helps increase financing of public and private investments through blended financing targeted at climat resilient projects and thereby support higher economic growth. The quantitative impact of financial sector development on poverty estimates that: (i) financial sector development raises economic growth and reduces poverty, (ii) financial sector development directly reduces poverty by raising investment and interest incomes of the 20% poorest households, and (iii) financial sector instability directly reduces the incomes of the poor.

	3. Focus of (and resources allocated in) the due diligence. About 6 person-months of national consultants are allocated to develop and include the social dimension of the program, especially gender and affordability. 

	II. GENDER AND DEVELOPMENT

	1. What are the key gender issues in the sector/subsector that are likely to be relevant to this project or program? 
The program is classified effective gender mainstreaming with one targeted outcome indicator: Women with increased resilience due to the use of clean technologies and better knowledge to deal with climate changes reach at least 3.5 million by 2025 (2017 Baseline: 1.75 million); and two output indicators: (i) 100 persons from project sponsors, SGDF and local government including 40% women improved skills and understanding in climate finance by 2025 (2017 baseline: 0); and (ii) 100 persons from project sponsors, SGDF and local government including 40% women improved skills and understanding in green procurement by 2025 (2017 baseline: 0). The program has gender benefits with positive impact on improved climate resilience and more affordable climate resilient infrastructure services: Climate resilient urban services improve working conditions for women employees and help women and other vulnerable groups with improved health care and education. The projects to be financed by SGDF includes gender sensitive design features to enhance women’s inclusion and participation.

	2. Does the proposed project or program have the potential to contribute to the promotion of gender equity and/or empowerment of women by providing women’s access to and use of opportunities, services, resources, assets, and participation in decision making?
|X| Yes       |_| No    
The program will benefit women’s access to jobs and climate resilient services through the catalyzing financing of bankable and climate resilient projects under SGDF.

	3. Could the proposed project have an adverse impact on women and/or girls or widen gender inequality?
|_|  Yes       |X|  No 
The projects financed through SGDF are not expected to have any adverse gender impacts but positive impacts

	4. Indicate the intended gender mainstreaming category:
|_|  GEN (gender equity)         	|X|  EGM (effective gender mainstreaming)  
|_|  SGE (some gender elements)  |_|  NGE (no gender elements)

	III. PARTICIPATION AND EMPOWERMENT

	1. Who are the main stakeholders of the project, including beneficiaries and negatively affected people? Identify how they will participate in the project design.
The main stakeholders of SGDF are the financial intermediary at provincial and city level, the related provincial and local governments. SGDF’s design includes stakeholder consultations with these groups to establish social eligibility criteria for projects selection.

	2. How can the project contribute (in a systemic way) to engaging and empowering stakeholders and beneficiaries, particularly, the poor, vulnerable and excluded groups? What issues in the project design require participation of the poor and excluded?
SGDF includes criteria for stakeholder consultations and other local people, including women and any other collaborating agencies during project preparation. 

	3. What are the key, active, and relevant civil society organizations in the project area? What is the level of civil society organization participation in the project design?
[bookmark: _GoBack]|X|  Information generation and sharing(H) |X|  Consultation (H) |_|  Collaboration (L) |_| Partnership (N) Opportunities for involving civil society organizations are sought during project preparation and implementation.

	4. Are there issues during project design for which participation of the poor and excluded is important? What are they and how shall they be addressed?
|_|  Yes       |X|  No 
The views of poor and vulnerable are included during project preparation and implementation through consultation. A Grievance Redressing Mechanism is designed and in place. 

	IV. SOCIAL SAFEGUARDS

	A.	Involuntary Resettlement Category|_| A   |_| B   |_| C   |X| FI

	1. Does the project have the potential to involve involuntary land acquisition resulting in physical and economic displacement? 
|X|  Yes       |_|  No  
SGDF involves infrastructure investments across urban, transport and other sectors that can trigger land acquisition and resettlement resulting in physical and / or economic resettlement.

	2. What action plan is required to address involuntary resettlement as part of the PPTA or due diligence process?
|_| Resettlement plan                   |_| Resettlement framework                    |_| Social impact matrix 
|X| Environmental and social management system arrangement|_| None

	

	B.  Indigenous Peoples Category|_| A   |_| B   |_| C   |X| FI

	1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood systems, or culture of indigenous peoples?       
|_|  Yes       |X|  No    

	2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim, as their ancestral domain? 
|_|  Yes       |X|  No    

	3. Will the project require broad community support of affected indigenous communities?
|_|  Yes   |X|  No   

	4. What action plan is required to address risks to indigenous peoples as part of the PPTA or due diligence process?
|_| Indigenous peoples plan    |_|  Indigenous peoples planning framework    |_| Social Impact matrix  
|X| Environmental and social management system arrangement                     |_| None

	V. OTHER SOCIAL ISSUES AND RISKS

	1. What other social issues and risks should be considered in the project design?
|X| Creating decent jobs and employment (M) |X| Adhering to core labor standards (M) |X| Labor retrenchment (L)
|_| Spread of communicable diseases, including HIV/AIDS |_| Increase in human trafficking  |X| Affordability (H)
|_| Increase in unplanned migration     |_| Increase in vulnerability to natural disasters  |_| Creating political instability 
|_| Creating internal social conflicts    |_| Others, please specify __________________

	2. How are these additional social issues and risks going to be addressed in the project design?
The social risks are assessed during project preparation and addressed through the ESMS.

	VI.	PPTA OR DUE DILIGENCE RESOURCE REQUIREMENT

	1. Do the terms of reference for the PPTA (or other due diligence) contain key information needed to be gathered during PPTA or due diligence process to better analyze (i) poverty and social impact; (ii) gender impact, (iii) participation dimensions; (iv) social safeguards; and (v) other social risks. Are the relevant specialists identified? 
|X| Yes                 |_|  No   

	2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social and/or gender analysis, and participation plan during the PPTA or due diligence?
6 person-months of national safeguard specialist and 2 stakeholder workshops (April and July).



