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HIGHLIGHTS

e Since 2007, CDIA has achieved a remarkable record in helping cities prepare projects linked
to implementation finance. However, the bulk of such financing came from official development
assistance (primarily ADB and AFD) and government financing institutions. Only a small
fraction was financed through the private sector through PPP modalities and commercial
banks.

e Emerging opportunities for sourcing capital and, particularly, an increased role for the private
sector in the wake of COP-26 and the post-pandemic recovery are setting a new stage for
development finance, which has strong implications for CDIA’s new strategy.

¢ In this changing global context, the role international financing institutions like ADB and AFD,
along with their financing partners will also evolve. They are seen as best positioned to mobilize
private sector finance by de-risking projects. In other words, serving as facilitators to enable
and structure “blended” modes of project finance that combine public sector and private sector
capital in ways that are mutually reinforcing.

e Along this emerging trajectory, CDIA must also evolve to support this new or emerging modes
for development cooperation and structuring of project finance.

e The emerging picture from COP26, for instance, is that capital is abundant and is poised to
focus on climate mitigation and resilience investments.

¢ On the other hand, governments have been burdened by increased debt in the aftermath of
the pandemic and are also looking to tap private capital to re-invigorate their economies and
in ways that are climate resilient and sustainable, as an imperative.

e But the “plumbing” to ensure that development capital is accessible and flows efficiently to
where it is most beneficial under this new global context is yet to be put in place. ADB and its
financing partners are moving pro-actively in this regard, and this is also where CDIA is
repositioning its role.

e For ADB and its partners, the challenge will be to serve as facilitator for mobilizing combined
public and private sector finance. That is, to use the bank’s balance sheet to leverage private
sector capital. This is seen to entail dramatically scaling up “blended” finance instruments and
financing facilities that overcome the so-called “plumbing” issues.

e CDIA’s project preparation mandate would play out in this new environment. A challenge for
the program will be to help empower cities to advance their development and infrastructure
agenda in this new light, and at the same time address pressing needs for the pandemic
recovery and climate resilience. The challenges would be: (i) to help cities make wise
investments, e.g., to resist the urge to invest in quick-disbursing projects merely to stimulate
the local economy post-pandemic, rather than in longer-term strategic and Paris-aligned
investments, and (ii) to structure project financing in ways attractive for private sector
participation and reflecting the blended financing modalities that are expected to become the
norm in the coming years.

e These are not easy challenges, of course. Advancing the goals of climate finance may not be
automatically aligned with the pressing development needs of poorer countries that are still
grappling with lack of basic public services. Hence, there remains a big role for public sector
finance in areas or sectors where private sector finance is harder to apply.
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e There needs to remain a proper balance between sovereign and non-sovereign projects in the
CDIA project preparation portfolio.

e The new CDIA strategy for 2023-27 sets out how the program will align itself with the new
global agenda for resilient and sustainable development, with a view to tapping into the
emerging “plumbing” for combined public and private capital mobilization and without losing
sight of the important gaps in provision of basic urban services that will require continued public
investment attention.

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



BACKGROUND

1. The Cities Development Initiative for Asia (CDIA) is a multi-donor trust fund supported by
Austria, European Union, France, Germany, Republic of Korea, Switzerland, the United Kingdom,
as well as the Rockefeller Foundation.! It is managed by the Asian Development Bank (ADB) and
implemented by ADB and Agence Francaise de Développement (AFD). It was established in 2007
with a mandate to support secondary cities in Asia and the Pacific with preparation of sustainable
and bankable urban development projects, link cities with funding sources, and strengthen local
capacities in urban planning and implementation.

2. ADB and Deutsche Gesellschaft fir Internationale Zusammenarbeit (GlZ)? co-managed
CDIA as an independent entity until 2018. In 2017, the financing partners approved CDIA’s launch
as a multi-donor ADB-managed Trust Fund to ensure its long-term financial sustainability.

3. The trust fund handles in-kind contributions from ADB and financial contributions from the
Austrian Ministry of Finance, the Federal Ministry for Economic Cooperation and Development,
of Germany (BMZ), the State Secretariat for Economic Affairs of Switzerland (SECO), and
recently from the Republic of Korea. AFD is responsible for managing contributions from France
and the EU.

4, From 2007 to December 2021, CDIA has supported 127 cities in 22 developing member
countries (DMCs) in the conduct of Project Preparation Studies (PPS) of various infrastructure
projects. As a result of its city interventions, 87 PPSs covering 176 projects in 103 cities were
successfully linked to an estimated $12.2 billion worth of investments.

5. The current CDIA Strategy 2018-2022 was approved in 2017 by the financing partners
and it became effective on 1 January 2018. The Strategy had four impact areas: (i) urban poverty
reduction and inclusiveness, (ii) environmental improvement, (iii) climate change adaptation or
mitigation, and (iv) improved governance.

6. Within the current CDIA five-year strategy period (2018-2022), CDIA supported cities to
complete 27 PPSs covering 78 infrastructure projects across 44 cities in 14 DMCs. During the
same period, a total of 37 PPSs covering 87 infrastructure projects have been linked to
downstream financing estimated at US$3.8 billion.

7. A new strategy for the next phase of CDIA covering 2023 to 2027 is described below,
including the drivers for change, strategic priorities, and key operative elements.

OPPORTUNITIES AND CHALLENGES

Global Agenda on Sustainable Urban Development and Livable Cities

8. With cities now seen in the forefront in many discussions on international development,
the New Urban Agenda, which adopted at Habitat Il in Quito, Ecuador on 20 October 2016 and
subsequently endorsed by the UN General Assembly, serves as the overarching global agenda
on sustainable urban development, and is considered an accelerator of the Sustainable
Development Goals (SDGs) particularly Goal 11 on making cities and human settlements
inclusive, safe, resilient, and sustainable. It serves as a comprehensive framework to guide and
track urbanization trends in the various regions around the globe.?

1The latter three through their contributions to the ADB-managed Urban Climate Change Resilience Trust Fund
(UCCRTF).

2 GIZ is an international enterprise owned by the German Federal Government.

3 UN-Habitat. 2020. World Cities Report 2020. Nairobi.
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9. In the past two decades the urbanization phenomenon has put cities on the radar of the
international development communities’ priority work areas. The SDGs’ overall mandate to “leave
no one behind” has never been more challenging especially in the context of rapid urban
population growth and rural-urban migration, climate change risks, and increased exposure of
urban settlements to natural hazards and other urban risks which now include pandemics like the
current COVID-19 breakout. These challenges are compounded by other issues like
infrastructure provision gaps, poor urban environmental quality, unequal access to social services
and economic opportunities.

10. The emergence of the global agenda on sustainable urban development from multilateral
processes is seen as a recognition of how critical cities are to sustainable development.
Specifically, SDG 11 has been described as “the strongest expression yet by the international
development community of the critical role that cities play in the planet’s future.” It is now viewed
as not just a fundamental goal to achieving sustainable urbanization, but also provides a
multilateral platform for cities to build and strengthen partnerships as well as gain additional
resources for advancing sustainable urban development.*

11. Another key global agenda is climate change mitigation and adaptation. The Paris
Agreement, the recent COP 26, and commitments made there by many countries on adaptation
and mitigation actions have become increasingly important. This opportunity is discussed in
greater detail below.

ADB’s Strategy 2030 Operational Priority on Making Cities More Livable

12. Building on the SDGs, ADB approved its Strategy 2030 in 2018 where “making cities more
livable” is identified as one of its seven operational priorities.® Under this operational priority ADB
aims to help its developing member countries (DMCs) achieve the targets of SDG 11 and build
livable cities that are green, competitive, inclusive, and resilient. It also details ADB’s strategic
operational priorities to provide support to cities in DMCs to help them develop the right
institutions, policies, and enabling environments to become more livable.®

13. The term “livability” is often used to refer to the quality of life and community well-being of
citizens, supported by strong governance systems and practices. Although definitions vary, at the
heart of the envisioned transformation of a city to become more livable is an integrated planning
approach to the provision of infrastructure and services and other public goods based on
economic competitiveness, environmentally sustainable growth, social and financial inclusion,
and resilience.’

14, An operational plan for Strategy 2030’s operational priority on “making cities more livable”
was prepared in 2019 to guide ADB’s urban sector operations. The plan serves as a cross-sector
and cross-thematic platform for urban development investments, technical assistance (TA),® and
knowledge work. This plan is helping ADB and cities in DMCs adopt a holistic approach aligned
with the following strategic priorities:

4 See Footnote 3.

5 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila.
6 ADB. 2019. Operational Plan for Strategy 2030 Operational Priority 4: Making Cities More Livable. Manila.

7 See Footnote 6.

8 See Implementing the Cities Development for Asia Technical Assistance Report, September 2021.
https://www.adb.org/projects/54128-001/main
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e improve the coverage, quality, efficiency, and reliability of services in urban areas to make
them energy-efficient, gender-responsive, inclusive, and sustainable by supporting
integrated development, building capacities, and promoting high-level technologies;

e strengthen urban planning and financial sustainability of cities by promoting inclusive and
participatory processes and supporting cities to develop and efficiently use their financial
resources; and

e improve urban environments, climate resilience, and disaster management through, for
example, enhancing resources and building capacity.

15. A review of urbanization trends, issues and challenges in Asia and the Pacific region is
provided in Appendix 1. Findings and recommendations from reviews of earlier program
strategies are summarized in Appendix 2.

Evolving Role of CDIA

16. CDIA’s mandate when it started out in 2007 was to fill in the gap or lack of viable urban
development projects that can be linked to financing. Since then, project preparation studies by
CDIA have been linked to $12.2B worth of investments, which is a remarkable achievement.
However, the bulk of the downstream financing came from official development assistance
(majority by ADB and AFD) and local financing institutions (national development banks). A
smaller fraction was financed through the private sector in the form of public-private participation
modalities and through commercial banks.

17. Even as many other project preparation facilities have sprung up since 2007, the demand
for bankable development projects remains high. But the context for that sustained and still
growing demand has changed, including the avenues for accessing downstream financing. CDIA
now needs to adapt to this changing environment on the types of projects that are in demand and
preferences of financiers.

18. Foremost is the vast financing opportunity that has emerged in the wake of COP26. Over
$130 trillion of private sector capital through the Glasgow Financial Alliance for Net Zero (GFANZ)
is now committed to align global investment activities with net zero GHG emission targets or
ambitions. That vast amount of capital will primarily target Paris-aligned investments.® The same
applies to the considerably enlarged funding targeted for adaptation and climate resilience. The
need for such investments is greatest in developing countries. Up to two-thirds of total investment
is expected to flow in that direction. CDIA must be ready to help its client cities catch this tide of
investments.

19. In this changing context, the role of MDBs like ADB will also evolve. They are seen as best
positioned to mobilize private finance by de-risking projects. In other words, to act as facilitators,
particularly to enable and structure “blended” project financing arrangements that combine public
sector and private sector capital in ways that are complementary and mutually reinforcing. CDIA
must also evolve to support ADB’s future role under this new mode of structuring project finance.

20. The emerging picture from COP26 is that capital is abundant and is poised to focus on
climate mitigation and resilience investments. But the “plumbing” to ensure that capital flows

® Country Platforms Action Plan by Mark Carney, UN Special Envoy on Climate Action and Finance, UK Prime
Minister’s Finance Adviser for COP26, Chair of GFANZ. 3 November 2021.
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efficiently to where it is most beneficial under this new global context is not yet in place. This is
where CDIA is repositioning itself.

21. For MDBs including ADB, the challenge will be to prepare to reposition as a facilitator for
mobilizing combined public and private sector finance. That is, to use the bank’s balance sheet
to leverage private sector capital. This is seen to entail dramatically scaling up “blended” finance
instruments and facilities that overcome the “plumbing” issues.

22. CDIA’s project preparation mandate would play out in this new environment. A challenge
for the program will be to help empower cities to advance their development and infrastructure
agenda in this new light, and at the same time address pressing needs for the pandemic recovery.
The challenge would be (1) to help cities make wise investments, e.g., to resist the urge to invest
in quick-disbursing projects merely to stimulate the local economy post-pandemic, rather than in
longer-term strategic and Paris aligned investments, and (2) to structure project financing in a
way that is attractive for private sector participation and reflecting the blended financing modalities
that are expected to become the norm in the coming years.

23. These are not easy challenges. Advancing the goals of climate finance may not be
automatically aligned with the pressing development needs of poorer countries that are grappling
with lack of basic public services. Hence, there remains a big role for public sector finance in
these areas where private sector finance is harder to apply.

24. Approaches to catalyzing urban infrastructure finance is changing considering the new
global context described above. That context is driven by the climate crisis, the recognized need
for a just transition, the close connection between climate management and nature protection,
and the pandemic recovery. The needed paradigm change means aligning also with emerging
new modalities for structuring project finance with increased attention to private sector
participation. The kind of projects that will be in demand will thus change.

25. Indeed, the kind of projects emerging from the new climate and nature-aligned
development thinking look beyond traditional urban infrastructure solutions. Traditional solutions
refer to single-purpose and largely engineering-oriented approaches. Blending in this sense goes
beyond combining public and private capital, but also integrating green (low carbon and resilient)
measures, including nature-based solutions, in urban infrastructure development. In other words,
the blending of gray and green infrastructure.

GUIDING PRINCIPLES FOR STRATEGY 2023-2027: CDIA’S VALUE ADDITION

26. Identifying bankable and investment ready projects: The Business 20 (B20)—a
platform that enables the global business community to contribute to international policy
discussions—submitted 20 recommendations to the Group of Twenty (G20) leaders under the
theme “Building Resilience—Improving Sustainability—Assuming Responsibility.”
Recommendation 14, on enhancing infrastructure finance, states: G20 members should boost
infrastructure finance by developing and promoting bankable and investment-ready infrastructure
project pipelines and by enhancing the role of Multilateral Development Banks as catalysts for
private sector investment.

27. The B20 task force on infrastructure concludes: “the investment gap in infrastructure is not
the result of a shortage of capital. Real long-term interest rates are low, there is ample supply of
long-term finance, interest by the private sector is high, and the benefits are obvious.” However,
several factors hold back investment in terms of financing and funding. “The main challenge is to
find bankable and investment-ready projects.”

28. CDIA plays an important role in addressing this challenge. It provides downstream funders
with investment ready projects and adopts a city centric approach to developing the project

4
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pipeline. Downstream funding can come from any entity, whether the private sector, state and
municipal governments or development banks. Moreover, CDIA’s focus on secondary cities adds
value to its work, as secondary cities are poised to have a much stronger influence on the
economic development of countries. Moreover, investing in secondary cities contributes to
regional balance and improves the quality of life of millions of people who live there by providing
them with basic services they lack.

29. Responding to secondary cities’ needs: Cities in Asia and the Pacific face development
challenges that include rapid rates of urbanization, growing infrastructure deficits, increasing risks
of climate change and disasters, environmental stress, and aging societies.!® These challenges
are aggravated due to the COVID-19 pandemic which has placed secondary cities in the region
at a greater disadvantage as these cities are required to immediately respond to emergency,
which can overwhelm their resources, finances, personnel, and systems and logistics, as well as
to plan to adjust to a post-pandemic new normal.*! To respond to these emerging challenges and
the growing demand for urban services from the increasing population, cities need to develop
bankable investment projects along with the appropriate institutional capacities at a much faster
pace. These new demands from cities require CDIA to refine its approach to help cities address
these new challenges more effectively. The new strategy sets out a plan that will enable CDIA to
better respond to the new demands from the cities.

30. Applications for CDIA support need to demonstrate relevance to at least two of the four
impact areas. As of December 2021, CDIA has supported 127 cities in 22 DMCs, and the extent
of its assistance is expected to further grow considering the increasing demand for project
preparation and capacity building from the cities in DMCs. It is is aligned with the global urban
development agenda and the development priorities of the financing partners and has been
assessed as successful at midterm in 2021. However, the COVID-19 pandemic has provided the
added urgency and opportunity to re-define and prioritize the objectives and intervention areas of
CDIA in the Strategy 2023-2027. The CDIA will benefit from this new strategy supported by a
robust theory of change and related results framework.

31. Aligning with global agendas: Strategy 2023-2027 is aligned with the 2030 Agenda,
primarily focusing on sustainable goal 11, “to make cities inclusive, safe, resilient and
sustainable”. Strategy 2023-2027 also responds to the Addis Ababa Action Agenda on financing
development projects, the Paris Agreement on climate change and the recent COP26
commitments, and to the New Urban Agenda.

32. Building on CDIA strengths: Strategy 2023-2027 optimizes CDIA strengths and its
mandate on developing a pipeline of bankable and investment ready projects for secondary cities
in Asia and the Pacific through:

e Capacity building to improve city governance and prepare investment projects that are
strategic, holistic and address climate change and inequities

e Building on its network and partnerships to increase collaboration for capacity
development and downstream financing

e Positioning CDIA as an effective facilitator for mobilizing private sector capital and
other investors to ensure that capital flows efficiently to where it is most needed.

10 ADB. 2019. Strategy 2030 Operational Plan for Operational Priority 4: Making Cities More Livable. Manila.
11 ADB. 2020. Guidance Note on COVID-19 and Livable Cities in Asia and the Pacific. Manila.
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CDIA STRATEGY 2023-2027

33. The new CDIA Strategy 2023-2027 describes the strategic directions, operational
approaches, outcomes, and the key deliverables for CDIA for the next phase 2023-2027. It builds
upon the experiences of the implementation of the CDIA Strategies of 2009-2012, 2013-2017,
2018-2022, the CDIA Mid-Term Review Report 2021 (MTR 2021) and consultations with
stakeholders.

Vision and Mission Statements

34. The vision for the CDIA Strategy 2023 -2027 is “an improved quality of life and
sustainability in secondary cities of Asia and the Pacific”.

35. Its mission is to help cities develop bankable infrastructure projects and to link these
projects to financing mechanisms that increasingly include public private partnerships (PPP) and
blended finance modalities.

Theory of Change

36. CDIA has developed a theory of change to operationalize its vision and mission for
Strategy 2023-2027. The theory of change identifies three pathways for achieving its medium-
term goal of “Secondary cities in Asia and the Pacific implementing inclusive, resilient, and low-
carbon infrastructure financed increasingly through blended finance modalities, including PPPs.”

37. The theory of change logic for CDIA’s Strategy 2023-2027 is summarized in the diagram
below. According to this theory of change, if the capacity of secondary cities to develop inclusive,
resilient and low-carbon projects is improved, and CDIA is able to increase collaborative
relationships to support this development and financing options including private sector
participation are enhanced--then secondary cities in Asia and the Pacific will be able to implement
long term, strategic and Paris Agreement aligned infrastructure projects and services that are
inclusive, resilient and sustainable. These projects and services will then have an impact in the
areas of more inclusive cities, improved quality of the environment, increased use of low-carbon
technology and enhanced resilience, and improved governance.

38. The three strategic pathways under the new CDIA strategy are:

e Building capacity to help secondary cities make wise investments in line with the new
realities of climate change and the COVID-19 pandemic

e Increasing collaborations through networks and partnerships to support longer-term
strategic and Paris Agreement aligned investments

6
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e Assisting cities to combine and structure project financing in such a way as to be attractive
for private sector participation and that reflect blended financing modalities that are
increasingly becoming the norm.

39. The causal chain for the three strategic pathways are described in Appendix 3, together
with the assumptions and attendant risks.

40. Refer to Appendix 4 for the Design and Monitoring Framework (DMF) of the new strategy
showing the results chain, performance indicators, reporting mechanisms, and critical
assumptions and risks.

OPERATIONAL ELEMENTS OF THE NEW STRATEGY

Applying a More Holistic Approach to Urban Development

41. One of the four strategic recommendations from the CDIA 2021 mid-term review is to
adopt a holistic approach to urban infrastructure development, recognizing that emerging needs
and challenges tend to be multi-dimensional and multi-sectoral.

42. Underscoring the need above is a recent ADB discussion paper on Quality Infrastructure
which makes a strong case for a holistic approach--moving from mere infrastructure development
(investment-led) to infrastructure governance (capacity-led), especially in the wake of COVID-
19.12 Governments, according to the paper, must not just embark on infrastructure-building to
revive stalled economies but also use the opportunity to strengthen the overall quality of national,
sectoral, and project-level planning in an integrated way. Quality infrastructure requires putting
attention to the performance of infrastructure assets over their whole life cycle.

Infrastructure Life Cycle Approach

Policies
and Prioritisation

Adopted from The Resilience Shift

43. This means consistent translation of infrastructure development plans to projects, efficient
budgeting, and improved public investment planning (including ways to engage private sector
participation to reduce the burden on public financing), managing infrastructure contracts and
risks during implementation, and ensuring sustainable operation and maintenance.

44, Implicit in these calls for more holistic infrastructure development is the combination of
breadth (or scope) on the one hand, and depth on the other. Holistic scope requires (1) putting
increased attention to upstream interventions to provide enabling policy and regulatory
environments, and promote cross-sectoral planning, (2) strengthening midstream capacities in
integrated project preparation, capital budgeting, and procurement, and (3) downstream
strengthening of project execution and O&M capabilities.

45, Depth, on the other hand, means focusing on one of the three intervention levels above
to maximize impact. In integrated project development, this means adopting a framework that not
just addresses the physical infrastructure asset being planned, but also considers the ecosystem

12 ADB discussion paper on Operationalizing Quality Infrastructure Investment Principles to Promote Sustainable
Infrastructure. February 2021.
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setting and linkages to other sectors, the stakeholders, the institutions and their capacities, and
their financial resources and constraints.

46. For any program with time-bound outcomes and limited resources, there is a natural
tension between scope and depth when applying holistic principles and prescriptions. This applies
to CDIA. It is impractical for the program to embrace both a wide scope and depth with equal
attention. Project preparation will remain the CDIA’s “niche,” that is, where it has a comparative
advantage given its many years of experience and networking in that activity.

47. This does not mean that upstream and downstream interventions are unimportant for the
program. CDIA’s capacity-building work, long embedded in its project preparation activities,
addresses both upstream (institutional strengthening) and downstream (particularly financing)
concerns. However, the program cannot aim to provide comprehensive solutions for these
concerns.

48. Rather, CDIA will strengthen its collaboration with other ADB programs (including external
programs) whose activities are more focused on those concerns.

49, As to the depth of its project preparation niche, CDIA will aim to reflect the following in its
new strategy:

e ADB’s resilience framework, which integrates physical infrastructure with its ecosystem
setting (applying nature-based solutions and hybrid green-gray infrastructure design),
strengthening the resilience of vulnerable communities, and enhancing financial capacity
(to sustain infrastructure services and prepare for contingent events, including
emergencies).

¢ Adopt a life cycle approach in infrastructure planning, meaning not just addressing the
financing of implementation, but also addressing--through the capacity-building
embedded in the PPS work--the concerns for downstream infrastructure performance,
e.g., adequate provisions for operation and maintenance.

e Above also entails introduction of life cycle costing and value-for-money analysis in
assessing infrastructure investments, along with improvements in performance
monitoring.

e Expand capacity-building outcome specifications for prepared projects to go beyond
traditional number of training events and knowledge products, but aim for more impactful
changes reflecting institutional capacity, such as changes in management roles and
functions, and budgetary allocations to sustain O&M.

Enhancing CDIA’s Capacity to Tap Private Sector Financing

50. Since 2007, the bulk of the downstream financing for projects prepared by CDIA came
from official development assistance (e.g., ADB, AFD) and local financing institutions (national
development banks). A smaller fraction was financed through the private sector in the form of
public-private participation modalities and through commercial banks.

51. However, there is no dearth of private capital to finance urban development projects. The
B20 Task Force on Infrastructure concluded that “the investment gap in infrastructure is not the
result of a shortage of capital...the main challenge is to find bankable and investment-ready
projects.”

52. COP 26 clearly showed this, with the oft-repeated theme of abundant private capital
looking for bankable projects. The monetary policies that Central Banks embarked upon to help
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tackle and recover from the pandemic has pumped trillions of dollars into the global financial
system. The challenge now is to put that money, most of it in the private capital market, to good
use by investing in low-carbon and resilient recovery from the pandemic, with sustainable
infrastructure development at the forefront.

53. If CDIA can tap into the private capital market to link its projects, the challenge would be
(1) to help cities make wise investments, e.g., to fight the urge to invest in quick-disbursing
projects merely to stimulate the local economy post-COVID, rather than in longer-term strategic
investments, and (2) to structure the project financing in a way that is attractive for private
participation.

54. Making a project attractive for private investment boils down to reducing risks. CDIA’s
approach has an advantage here in that it has capacity and institutional strengthening
components built into the project preparation process, something that private investors are keen
to assess in their investment decisions.

55. But de-risking CDIA projects to attract private capital does not stop there. Other ways that
CDIA can strategically position its projects to attract more private capital downstream of the
preparation process include collaborating with country-based investment management
institutions to explore:

e Alternative financing platforms for the CDIA project pipeline (usually a network of financing
organizations, such as investment firms and green funds)

e Investment vehicles (notably municipal bonds or government agency bonds issued by the
city or government agency)

e Blended financing instruments (combination of government capital, ODA, impact
investments through ESG-guided investment funds and philanthropic funds, and
commercial banks) that are fit for the projects being prepared (or before they are even
prepared).

e Public-private participation modalities (BOT variants, joint ventures)

56. Blended financing is fast gaining attention because it can be structured to assign risks and
benefits more efficiently among the project financing participants. Blended financing also sulits
well the kind of “holistic” projects that CDIA aims for, such as promoting hybrid green and gray
infrastructure. In this case, the cost of the green part (with the largest public co-benefits) could be
assigned to the government counterpart, the ODA, or the impact investor, whereas the revenue-
generating gray infrastructure investment would be the focus of the private investor.

57. Refer to the diagram below showing three envisioned blended financing tracks for CDIA.
Appendix 5 describes upscaling private sector finance specifically for climate resilience-building,
focused on gaps and opportunities for blended financing in this area.
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Cost Recovery and CDIA Financial Sustainability

58. In 2017, ADB introduced reforms®® to improve the effectiveness and efficiency of its
technical assistance (TA) operations, and the reforms included cost recovery principles. These
reforms were recently reviewed in 2021, and a cost recovery framework will be introduced
progressively in 2022 for both sovereign and non-sovereign operations and will be fully
implemented in 2025.

59. ADB is adopting a strategy on directing TA grant to poorer and more vulnerable members
that have lower financial and technical capacities and addressing areas where TA grant resources
are most needed. At this juncture, it is important for CDIA to also align its objectives and consider
cost recovery mechanisms in its results framework to optimize resources.

60. In its pipeline development, CDIA will consider cost recovery arrangement as one of its
principles. While this kind of arrangement is not new to government financial institutions in many
countries through project development funds or facilities (PDFs) as dedicated financing vehicles
established with a revolving fund, majority of these PDFs are dedicated for public private
partnership (PPP) projects.

13 ADB. 2017. Technical Assistance Reforms—Improving the Speed, Relevance, and Quality of Technical Assistance Operations.
Manila.
14 ADB. 2021. Technical Assistance Review. Manila.
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61. In addition, there is an increasingly greater participation of sub-national governments in
infrastructure development, hence facilities that support sub-national project preparation are also
increasing. External project preparation facilities (PPFs) on the other hand, typically created by
Multilateral Development Banks (MDBs) and bilateral Development Finance Institutions (DFIs),
have similar scope with the PDFs that includes financing project preparation at different stages of
the project preparation lifecycle, i.e., Pre-FS, FS and design. Apart from financing project
preparation, PPFs also typically provide TA and capacity development support, with either a non-
reimbursable mode through grants, or a reimbursable mode, either from the government or from
the winning private sector bidder, in the case where the project is implemented through PPP
modality.*®

62. A survey conducted by Global Infrastructure Hub on PPFs in 2018 shows seven out of 10
PPFs provided project preparation support on a partially reimbursable model. Moreover, seven
out of 10 PPFs support the preparation of both PPPs and public sector projects.

63. While PPPs are seen as a more appropriate collaboration model between the public and
the private sectors in implementing infrastructure and development projects, more importantly
such an arrangement can also facilitate recovery of the PPS cost from either public or private
investors.

64. Considerations in the cost recovery design of CDIA PPS may include models that can be
replicated in other DMCs, while remaining current and relevant. Sectors may include transport
and logistics, energy, water and sanitation, bulk water supply, and waste-to-energy, which all
have a distinct revenue stream for the recoupment of private sector investment, which in turn will
facilitate partial or full cost recovery of the PPS transaction costs. For projects that have a high
“public goods” output, like basic water supply sanitation, it may be reasonable to forego with the
study cost reimbursement, especially if funding is through the public sector.

65. Full cost recovery can be designed for projects that support the financial, legal, and
technical advisory services required to prepare and structure transactions, while partial or full
grants can be provided to support enabling reforms through TA and capacity building attached to
a transaction. Due diligence assessments using a PPP model can all be subject to cost recovery.
PPPs require wider stakeholder engagement and market sounding, and greater rigor when it
comes to contract documentation, hence more skills and expertise may be required, which may
result in higher PPS cost.

66. Cost recovery can also be applied to PPS that will cover Pre-FS or Business Case
formulation if the output of the support includes a call for proposals that will directly lead to the
procurement of a private sector partner.

67. Another consideration is the scope of support, which could include transaction advisory
until financial closure for PPP projects is reached. There should be recognition of limitations in
making decisions about financing sources early in the project scoping. There should be room for
decision-making on financing sources to evolve through the course of the PPS as needed,
including cost recovery arrangements.

Capacity Development for Urban Governance

68. Urban governance is the software that enables the urban hardware to function, the
enabling environment requiring adequate legal frameworks, efficient political, managerial, and
administrative processes, as well as strong and capable local institutions able to respond to
citizens’ needs. Urban governance encompasses many dimensions, such as decentralized and

15 Global Infrastructure (Gl) Hub. 2019. Leading Practices in Governmental Processes Facilitating Infrastructure Project
Preparation. Australia.

12

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.


https://www.gihub.org/resources/publications/leading-practices-in-governmental-processes-facilitating-infrastructure-project-preparation/
https://www.gihub.org/resources/publications/leading-practices-in-governmental-processes-facilitating-infrastructure-project-preparation/

multilevel governance, metropolitan and territorial governance, participation and inclusion of civil
society, and frameworks to enable municipal finance.

69. It is important to acknowledge the relatively high centralization of DMCs in Asia Pacific,
and cities have limited legal ability to generate resources and be autonomous. In many cases,
local taxes and other revenue sources could be a major source of development finance but
territorial governments are not allowed to expand their revenue base. Addressing adequate local
fiscal competencies and capacities requires looking at the multilevel arrangements and
decentralization process, and how central Governments are ensuring (through shared taxes and
transfers) that equalizing mechanisms are in place for a balanced redistribution of national
resources among the territories.

70. It is beyond CDIA’s mandate and resources to examine Urban governance via the angle
of multilevel systems and multi-stakeholder interactions. Other organizations, working more
‘upstream’ such as UN agencies (UNDP, UN-Habitat, UNCDF), technical bilateral cooperation
(e.g., GlZ), cities network (e.g., UCLG ASPAC) address this key element of urban governance.
For CDIA’s new strategy, specific aspects of governance would have to be retained, bearing in
mind this limitation. Other potential collaborations are listed in Appendix 6.

71. CDIA can focus on what can effectively be implemented within the existing legal
framework and should keep a clear focus at the city level, as follows:

e Urban governance consists of a set of institutions, guidelines, regulatory and management
mechanisms in which local governments are key, but not exclusive, components. A City
Urban Governance Plan (CUGP) is a diagnosis and a set of recommendations/ roadmap
to support the city government primarily, together with key stakeholder (e.g., regional
government, service utilities) if applicable, to decide how to plan, finance and manage
urban areas using transparent and participatory processes.

e The potential of cities as key levers of urban governance remains unexploited due to
ineffective legal and institutional frameworks. There is often a disconnect between legal,
administrative, and fiscal frames, a lack of clarity in the distribution of responsibilities
between different levels of government, and regulations that are frequently contradictory.
In addition, these frameworks are often too rigid to react to the rapidly changing situations
and dynamics of urbanization. Very often, local governments do not cover the totality of
the urban area, and planning coordination institutions do not effectively encompass
sectoral silos.

e Possible CDIA contribution towards the formulation of CGUP could be: (1) Review the
country-level legal, regulatory, and institutional environment for supporting municipal
infrastructure development in the target city, and outline recommendations; (2) Carry out
assessment of the main institutions, processes and regulations that involve urban and
territorial development policies in the target city, in order to identify institutional overlaps
and gaps, contradictory legislation and regulations and planning and budget execution
backlogs; and (3) Analyze governance arrangements and target policies to strengthen the
role of middle size cities as regional hubs, to foster regional development and urban-rural
linkages, and complementarities between cities and towns.

e Few cities have the capacity to prepare an investment plan, with plans balancing
investment, operation and maintenance expenditure posing greater challenges. Possible
CDIA contributions in developing urban strategies, sector and investment plans could be:
(1) Support strategic planning processes to guide the development in the direction of the
priorities identified by all stakeholders through a consultative process; (2) Review of sector
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policymaking and implementation at the municipal level, and guide the development of
sector frameworks, to ensure capturing all the relevant information needed by a
municipality to develop sector plans and for the pre-screening of potential projects; and
(3) Support the prioritization of expenditure by identifying priority infrastructure projects
through an assessment of their necessity, cost-effectiveness, finance availability,
operations and maintenance expenditure prospects, and their role in furthering livable
cities, as it is currently done by CDIA in the framework of a PPS.

o Improving differentiated capacities linked to urban governance needs to consider
institutional capacities, the technical and professional skills of individuals as well as local
leadership skills. Strategies and programs for capacity-building must be rooted in the local
context. Sectoral approaches to traditional training need to evolve into more integrated
approaches that break down silos and encourage experimentation and innovation.

e Cities are under pressure to do more with less, and with municipal functions becoming
increasingly complex, they must find sources of revenues and rationalize their
expenditures. To generate sufficient revenue, municipalities need to improve their fiscal
management capacity, such as tax administration and investment planning. For this, it is
crucial to understand whether cities are levying all the taxes and user charges they are
entitled to levy (no point in collecting a tax which costs more to collect than it raises),
whether they are collecting the taxes and user charges they levy; and if they are levying
them at the correct (maximum or cost recovery) level. Understanding the citywide financial
and asset management is the starting point to be able to advise on improvement actions
(e.g., increasing collection rate, broadening tax base) and possibly looking at other
mechanisms.

Enhancing Communication to Support Program Outcomes

72. The new program strategy highlights partnerships and networking to achieving CDIA’s
mission. Hence, a rethink of its communication and outreach approach in the coming years is
essential. CDIA considers secondary cities, downstream financiers, and donors as its primary
target audiences. The aim of the enhanced communication strategy is to reinvigorate relationships
with existing partners and forge new ones.

73. Through market research and consultations, CDIA will identify organizations that can
directly support its objectives and develop messaging that would resonate well with partners.
Institutions dedicated to catalyzing private sector financing, promoting public-private partnership,
or infrastructure project development will be added to existing partners.

74. CDIA will also maximize synergy within the ADB system under the “One ADB” approach
to leverage ADB resources and expertise. The aim is to complement project coordination and
interpersonal communication with outreach activities that can build the image of CDIA within ADB.
Activities may include tapping the various internal and external ADB-managed communication
platforms for reciprocal promotion and wider dissemination of content, better integration of CDIA
communication initiatives with the Urban Sector Group, and working with various thematic groups
within the bank to organize knowledge sharing events.

75. Content-wise, all messaging will intuitively support the revitalized role of CDIA, which
should lead to recognition of CDIA’s expertise not only in tackling emerging urban challenges but
also in catalyzing innovative financing approaches like blended financing and increased private
sector involvement.
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76. CDIA will improve its storylines by veering away from a “paint by numbers” approach to
balance reporting with qualitative measures that depict its unique value addition, innovative
approaches, lessons learned, and impacts. Communication will also be enhanced through more
human-focused depictions and integration of testimonies from partners. CDIA will elevate the
visual appeal of its materials through photos with better editorial values, infographics, and where
possible, interactive elements in otherwise conventional reports and knowledge products.

77. To further tell compelling stories on its benefits and value addition, CDIA can document
interventions for over a longer period. Videos, articles, knowledge products and social media
contents can be packaged into campaigns that can work together to tell more persuasive stories.

78. CDIA has endeavoured to enhance its digital media presence via its website
www.cdia.asia, social media pages (Facebook, Twitter and LinkedIn) and bimonthly newsletter.
The pandemic has further brought online conversations that matter most to CDIA and its partners,
and this provides a stronger rationale to sustain its web-based activities.

79. CDIA will benefit from employing an online-to-offine communication strategy. In this
scheme, CDIA’s digital platforms will go beyond their original intent of information dissemination.
They will be strategically positioned to encourage engagement and relationship-building. Once
interest in CDIA’s work has been generated from prospective partners, for example, CDIA will
move to cultivate relationships through getting-to-know-you meetings, networking and knowledge
sharing events that would lead to opportunities for partnerships.

80. The CDIA website will be enhanced to provide better user experience and allow easy
access to information critical for partnerships to flourish. A key feature worth adding is an
‘expression of interest’ form, which city authorities can fill out easily to signify their intention to
collaborate with CDIA. It will then serve as a starting point for subsequent exchanges on possible
assistance. On social media, CDIA will grow its audiences organically through strategic
messaging and posting, and through paid advertisements targeting CDIA audiences.

81. CDIA will scale up its monitoring of communication efforts to cover reach and usage of
knowledge products. CDIA will also need to gauge the utility (reach and more importantly
engagement) and effectiveness of its digital platforms through relevant analytics and monitoring
tools. All these measures will be used as basis for improving future communication activities.

Performance Monitoring, Reporting and Evaluation

82. Performance monitoring, reporting and evaluation under the new strategy will be guided
by the Managing for Development Results (MfDR) principles. Widely adopted by international
development organizations, MfDR enables informed decision making by integrating a results
focus across four core management functions: (i) defining impact-oriented outcomes and outputs
with measurable indicators and time-bound targets, and agreeing on associated activities; (ii)
allocating resources to agreed activities; (iii) implementing agreed activities and monitoring
progress and targets; and (iv) evaluating performance against agreed targets and identifying
actions for improvement. Integral to effective MfDR is regular reporting to key stakeholders to
increase accountability and promote learning.

83. As in the previous strategy, CDIA will use the Design and Monitoring Framework (DMF)
as the primary tool for planning, monitoring, reporting, and evaluating its interventions with a focus
on intended results. Essentially, the DMF captures: (i) the results chain from inputs to activities
and results delivered by the program; (ii) performance indicators for measuring achievement with
reference to a baseline; (iii) data sources and reporting mechanisms for each indicator; and (iv)
the risks that act against results achievement derived from critical assumptions that underlie the
results chain.
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84. Considering that complex M&E systems are less likely to be appreciated and utilized by
program stakeholders, results measurement under the new strategy will utilize simple and
practical data collection mechanisms with program performance measured by a few yet robust
set of indicators defined by the strategy DMF.

85. Guided by the DMF, monitoring and reporting will be conducted at two levels:

e Program level: this involves monitoring of the program’s overall performance. Progress
made by CDIA at the program level will be measured against the outcome and output
performance targets set out by the strategy DMF. Findings from program level
monitoring will be reported to CDIA financing partners and other stakeholders through
the Six-monthly Progress Report which details program progress towards achieving the
DMF indicator targets, the program’s anticipated contribution to CDIA’s overarching
development objectives, and the use of program resources.

e Activity level: this involves tracking of the progress of CDIA’s capacity development,
project preparation and partnership building activities and monitoring the contribution of
these activities to the output performance targets as defined by the strategy DMF. Activity
level monitoring results will be reported fortnightly through the CDIA Portfolio and Activity
Updates which captures the status of CDIA activities.

86. CDIA has been monitoring the potential contribution of its interventions to higher
development objectives using the following tools: (i) Checklist for Internal Screening and
Monitoring of Applications (CISMA) and (ii) Initial Development Impact Assessment (IDIA).
Intended as a screening tool for city applications for technical assistance, CISMA provides the
initial information on how the proposed TA activity will contribute to CDIA’s development
objectives. Prepared as part of the TA final report, the IDIA establishes the baseline information
about the planned project and its anticipated development impacts to target cities as determined
by the TA team. Under the new strategy, these tools will be reviewed and assessed as to their
effectiveness in responding to the demand from program stakeholders and complemented with
new tools, if deemed necessary.

87. Results evaluation will also be performed at two levels:

e Program level: through conduct of external Mid-term Review (MTR) towards the mid-point
of the strategy period. The MTR will (i) assess CDIA’s progress towards meeting its
objectives as defined by the strategy DMF; (ii) recommend measures to improve program
performance, and (iii) inform decisions regarding future resource allocation to the program
by existing and potential financing partners.

e Activity level: To support process evaluation, CDIA will conduct Tracer Studies of its TA
interventions internally or through external consultants. These tracer studies seek to: (i)
assess the progress of implementation of the infrastructure projects prepared through the
program; (ii) determine the immediate effects of these projects on the partner cities and
their prospects for sustainability, including contribution to envisaged development impacts;
and (iii) document good practices and lessons from the CDIA intervention. Tracer study
findings will be disseminated through the CDIA website and the CDIA Six-monthly
Progress Reports.

88. For purposes of learning and improving program implementation, CDIA may conduct
rigorous independent ex-post evaluation of selected interventions in collaboration with funding
agencies.
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Appendix 1. Urbanization Trends, Issues, and Challenges in Asia and the Pacific

New data from the UN Habitat reveal that about a third of the world’s population now live in
metropolitan areas--urban agglomerations made up of a main city linked to other nearby cities or
surrounding urban and suburban areas. The data shows that there are now 1,934 metropolitan
areas in the world of which 1,038 are in the Asia and the Pacific region. The People’s Republic of
China (PRC) alone has 444 metropolitan areas, India on the other hand has 191 urban
agglomerations. It is projected that almost 1 billion people will be living in urban agglomerations,
and about 400 new metropolitan areas established by 2035.1¢

The Asia and the Pacific region is now home to more than 56% of the world’s total population and
54% of the world’s urban population. By 2050, it is expected that 65% of the region’s population
will be living in cities. The region is also home to 20 of the world’s 33 megacities including the
large metropolitan areas and city-regions with more than 20 million people in Beijing, Delhi,
Dhaka, Mumbai, Shanghai, and Tokyo. Though not being the highest in terms of urbanization as
a global region, its urbanization growth rate is the highest with an annual average of 3.4% annually
since 1970. As a result, urban residents in the region increased from 375 million in 1970 to 1.84
billion in 2017, resulting in an increase in the urbanization ratio from around 20% to 46%. Among
ADB'’s five subregions, East Asia more than tripled its urban population from 19% in 1970 to 59%
in 2017, Southeast Asia from 22% to 48%, South Asia from 19% to 34%, Central and West Asia
from 46% to 50%, and the Pacific from 14% to 20% during the same period (see Figure 1).’

Figure 1: Urban Population and Urbanization in Developing Asia and it’s Subregions, 1970 -2050
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Source: AfDB, ADB, EBRD, and IDB. 2019. Creating Livable Cities: Regional Perspectives. Manila.

It is with no doubt that the urbanization that occurred in Asia and the Pacific has brought its share
of benefits and gains. Cities account for about 80% of the region’s combined economic output,
and the urbanization rate has also been associated with 3%-5% increase in its gross domestic

16 UN-Habitat. 2020. The New Urban Agenda Handbook. Nairobi.
17 AfDB, ADB, EBRD, and IDB. 2019. Creating Livable Cities: Regional Perspectives. Manila.

17

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



product (GDP) per capita. However, despite these overall economic gains, several issues and
challenges remain to be addressed which are discussed briefly in the succeeding paragraphs.®

e Infrastructure deficits and congestion. Despite continuous investments in basic
services, these have not been able to catch-up efficiently with the urbanization that has
occurred in the region. With rapid urbanization accompanied by weak and uncoordinated
land use and transport planning, inadequate regulations, and significant underinvestment
in urban infrastructure, the economic development of many cities has been constrained.
Cities are expanding without integrated urban planning causing sprawl and low-density
development even up to the peri-urban areas. In inner core areas, building regulations
including policies on building height restrictions and floor-area ratios are often not
coordinated with the city’s transport network and planned investments in public transport,
thus resulting to traffic congestion and long commuting hours. This in turn translates into
losses in terms of opportunity costs which are estimated to be between 2%-3% loss in
GDP annually.

e Environmental degradation, disaster risks, and climate change. Besides causing
congestion, sprawl, and uncoordinated transport systems, the unplanned development in
many cities in the region has caused massive environmental pollution and degradation
affecting air, water and soil conditions that pose significant public health risks in cities.
Moreover, with cities’ high demand for energy and services, they also consume
unsustainably high levels of land, water, energy, and other resources. According to data
from the World Health Organization (WHO), about 9 out of every 10 people in the region
are exposed to air pollution levels beyond safe thresholds. Moreover, climate change and
disaster risks are aggravating environmental stresses with the region absorbing 40% of
all disasters and 84% of the total number of people affected. Between 1970 and 2010, it
is estimated that about 1.7 million people were lost in the region due to extreme, weather-
induced disasters.

e Segregation and inequality. Despite the Asia and the Pacific region achieving significant
progress in reducing poverty with 786 million people being lifted out between 1990 and
2010, the issue along with disparities in well-being, exposure to conflict, and access to
urban services remain key issues. More pronounced is the situation in the housing sector
where, under a survey conducted by ADB published in 2019, about 93% of the 209 cities
surveyed in 26 DMCs were found to have residents who could not afford to have their own
housing.

e Shortfalls in traditional sector-centric planning. The region’s common focus on grand,
master planning schemes did not prove flexible enough to capture urban interconnectivity
nor able to capitalize on the nexus of transport modes, land uses, and business and labor
markets. This resulted to misallocation of labor and spatial fragmentation of markets that
led to long commutes, high transport costs, unaffordable housing, and excessive natural
resource use. This becomes even more relevant with the ever-expanding urban footprint
of cities beyond administrative boundaries. Governance structures such as sub-national
city-cluster or metropolitan authorities should be given consideration to break political
biases toward primate cities, build on the potential of secondary cities, and allow for
subnational institutional coordination.

18 See Footnote 9.
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The issues and challenges above have plagued cities as their populations and demand for
services have continually increased. With the emergence of the coronavirus disease (COVID-19)
pandemic in the latter part of 2019, it has even changed working and living patterns due to the
inadequate essential urban services in many cities which jeopardized urban health, diminished
social inclusiveness, contracted urban economies and job security, and weakened urban
resilience.

Vulnerable populations in particular face intensified impacts. Inadequate urban services, which
were a huge challenge before COVID-19 pandemic, have placed outbreak-affected areas at a
greater disadvantage due to disruptions in regular operations. Local government systems are
strained as they are required to immediately respond to emergency situations which can
overwhelm their resources, financing, personnel, and systems and logistics.

These abrupt changes and challenges require new ways of planning and operations at both public
and private sectors to enable cities in Asia and the Pacific to be livable in the new normal. To help
cities become more healthy, environmentally sustainable and resilient, urban infrastructure and
development projects need to be able to build the resilience of cities to disasters and climate
change including pandemics.*®

19 ADB. 2020. COVID-19 and Livable Cities in Asia and the Pacific: Guidance Note. Manila.

19

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



Appendix 2. Review of Previous Program Strategies

Earlier Mid-Term Reviews

Previous performance reviews on the implementation of CDIA strategies all confirm that CDIA’s
mission to help cities build bankable projects remains relevant. All three previous program
reviews attest to the high quality and relevant work that CDIA performs.

The mid-term review (MTR) of the 2009-2012 CDIA Strategy carried out in 2011 noted that CDIA
has established its niche in urban infrastructure investment planning and preparation. The
perceived planning-investment gap was viewed as real and CDIA had proven to be effective in
helping to fill this gap. The focus on secondary cities was deemed appropriate and CDIA was
found instrumental in making urban infrastructure investment plans more inclusive and
environmentally sustainable. The 2011 MTR recommended that the directions taken by the CDIA
program be continued with focus on: (i) achieving a better balance between project prioritization
and project design; (ii) expanding the role of the private sector in financing and managing urban
infrastructure; and (iii) developing capacities of CDIA’s national partner organizations and for
“peer cities” to take the lead in capacity development of cities in the medium term.

Subsequently, the MTR for the 2013-2017 CDIA Strategy conducted in 2015 further noted that
CDIA was “at the right time in the right place” such that in six years of existence it had managed
to build a leading brand in a previously unoccupied niche in the infrastructure investment project
cycle. CDIA’s outputs, including the PFS reports and toolkits, were viewed to be innovative and
highly relevant to the urban sector.

To enhance the effectiveness of CDIA interventions, the 2015 MTR recommended: (i) working
more closely with smaller number of cities to increase the likelihood of linking projects to financing;
(i) adopting an integrated approach whereby PFS work and capacity development are
complementary interventions aimed at equipping the city with what it needs to define its projects;
and (iii) focusing its interventions to core processes that directly add value to its clients.

Mid-Term Review 2021

Overall, the CDIA MTR 2021 found that the current CDIA Strategy 2018-2022 has retained its
original mandate and was assessed as successful in achieving its expected results. CDIA remains
relevant for secondary cities having little or no resources for project preparation and is coherent
with the global urban development agenda. The review also found that CDIA was well aligned
with the development priorities of financing partners including project financiers such as ADB and
AFD, and national/subnational governments in some cases.

Under the prevailing operating environment, the CDIA program was assessed as effective,
efficient, and likely sustainable based on continued ADB support and the availability of overseas
development assistance. The development impact of the CDIA strategy is expected to be
satisfactory.

The review offered a set of four strategic and six operational recommendations for CDIA. The four
Strategic Recommendations are as follows.
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1. Formulate a new CDIA Strategy considering prevailing COVID-19 pandemic-led
challenges, supported by a robust theory of change. The CDIA team should develop
a robust theory of change covering the impact areas and link to corresponding SDGs. The
DMF of the new Strategy as well as TA 6559 should align with the theory of change.

2. Redefine “innovation” in the context of CDIA. The new strategy should differentiate
products supported by CDIA from those supported through the conventional method.
While current CDIA operations qualify the narrative used in the strategy, the updated
strategy should explicitly seek applications for CDIA to demonstrate “value addition” or
“additionality”.

3. Introduce an approach to make CDIA sustainable over the medium term. The
updated strategy should have a pathway to reduce its dependency on ODA support over
its implementation period so that it ideally becomes a self-sustaining mechanism at the
end of the 5-year term of the new strategy.

4. Continue to sustain a holistic approach to cities’ infrastructure development. The
infrastructure needs of secondary cities tend to be multi-dimensional and often multi-
sectoral. CDIA, while responding to cities' demand, needs to take into consideration
emerging challenges as it diversifies its portfolio by continuing to support project
preparation for realistic integrated city urban development plans?®, affordable housing,
improvement in air and water quality, urban asset management, urban mobility, and urban
governance, all the while maintaining a focus on climate change adaptation and mitigation.

In terms of Operational Recommendations, the following six recommendations were provided by
the review.

e Prepare and implement an interim work plan to cover the period up to December
2022. The primary focus of the interim plan should be rationalization and completion of
activities initiated to date in light of the ongoing COVID-19 pandemic environment with a
clear link to impact areas and SDGs. A provisional theory of change for the interim period
should lay the foundation for the theory of change for the next CDIA strategy.

e Continue to strengthen capacity development of national project development
facilities. From a sustainability point of view, countries and cities should have the required
capacity for the preparation of infrastructure investment proposals supported by different
financing agencies including the private sector.

e Continue to raise the profile of CDIA. CDIA has its brand independent from ADB.
However, CDIA’s outreach is limited in reaching out to other IFls, private sector entities,
foundations, and regional knowledge hubs.

e Strengthen the expertise of the CDIA team to address urban development
challenges. Key skill gaps include municipal finance, municipal governance, and
expertise in project financing from IFls, bilateral DPs, foundations, and the private sector
to mobilize resources for CDIA as well as affirming linkages to project financing beyond
ADB, AFD, and selected subnational/national governments.

20 Several cities have their urban development plan, but many have become less relevant because these are
outdated as a result of cities' growth or do not contain sufficient data and information. Also, some of the plans are not
integrated.
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e Enhance monitoring and evaluation capacity with a focus on knowledge products and
analytical reports.

e Support creating an enabling environment for private sector investment. Most
secondary cities do not have adequate financial management capacity and suffer from
poor creditworthiness. At the same time, these secondary cities do not have direct access
to sovereign capital for investment in urban infrastructure.
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Appendix 3. Theory of Change and CDIA Strategic Priorities

Capacity of secondary cities to develop inclusive, resilient, and low-carbon knowledge
solutions and projects improved

Cities are under pressure to do more with less. Due to rapid urbanization in the Asia — Pacific
region, they face multiple challenges in transforming themselves into livable cities that are
inclusive, resilient, and sustainable. CDIA will support selected secondary cities during the next
strategic period to improve their capacity to design and prepare investment projects that are
strategic, holistic and address climate change and inequalities. It will do so by undertaking needs
assessments to identify capacity gaps in the selected cities it will work with and then providing
training and workshops to build capacities in the identified areas. CDIA will conduct research and
consultations to help cities identify innovations and best practices. CDIA will also support the
development of PPSs.

Successful completion of these activities will generate the following results (a) capacity
development plans for the selected cities prepared and being implemented, (b) the development
of municipal financing frameworks, (c) support to national project development facilities (d)
policies, regulatory, and legal reforms undertaken to make cities more livable, (e) priority projects
identified that are aligned to address the effects of climate change and COVID-19, and (f) pre-
feasibility studies for bankable infrastructure projects completed. Key to achieving these results
is if CDIA over the course of the next strategy period narrows its geographic focus to countries
and cities where enabling conditions are present so that an integrated approach to infrastructure
development is adopted.

Also, key to achieving results will be the willingness of cities to engage diverse stakeholders in
their planning approaches, to be able to adopt environment-friendly development schemes, to
make use of low carbon technology and to improve their internal systems and decision-making.
It also assumes that completed pre-feasibility studies are tailored to the needs of downstream
funders.

The risk is that cities feel pressured to respond to the effects of the COVID-19 pandemic and opt
instead for short term or immediate fixes rather than develop longer-term plans to respond to the
post-pandemic “new normal”.

If these assumptions hold true and CDIA can implement its proposed activities, then the result of
CDIA’s support will be an improved capacity of cities to strengthen the overall quality of their
bankable infrastructure projects and investments in a holistic and integrated way that pays
attention to the performance of infrastructure assets over their whole life cycle.

Increased collaboration through networks and partnerships to support inclusive, resilient,
and low-carbon development in secondary cities

CDIA, over the next strategy period, will place greater emphasis on building networks and
collaborative partnerships for capacity development and linking projects to a wider range of
opportunities for downstream financing, including through private sector finance and blended
financing arrangements. In this way CDIA can maintain its niche in the technical and institutional
aspects of project preparation and diversify into more thematic and cross-cutting project
conceptualization and design activities while the institutions it partners with conduct early-stage
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interventions such as landscape assessment, municipal finance assessment and strengthening
and master planning.

CDIA will partner with programs within ADB or with outside organizations to cover portions of the
project preparation packaging where CDIA might lack the resources or expertise, and where other
trust funds, thematic programs or organizations have a comparative advantage in terms of their
mission and resources. To do this, CDIA will (1) conduct research and consultations to identify
networks and partners, (2) prepare, plans, guidelines, and modalities for collaboration with these
networks and partners, (3) forge city-to-city agreements and other partnerships, and (4) prepare
capacity development and knowledge solutions for dissemination.

These activities will lead t the following results: (a) networks and partnerships for capacity
development and financing identified, (b) collaborations with networks and partners are developed
and implemented, and (c) knowledge products are produced and disseminated. Achievement of
these results assumes that the CDIA team can identify networks and partners to collaborate on
upstream bankable project development and downstream financing for these projects. The risk
is that few programs and networks agree to collaborate with CDIA or provide cost recovery
arrangements. If these assumptions hold true and CDIA is successful in implementing its
activities, then cities will improve their capacity to both develop and finance wise investments in
its infrastructure that are inclusive, resilient, and sustainable.

Combined opportunities to finance inclusive, resilient, and low carbon development in
secondary cities enhanced

Financing for urban development infrastructure is evolving and opportunities exist to take
advantage of growing capital available that is focused on climate change and resilience
investments. The challenge for CDIA and others is to position themselves as facilitators for
mobilizing private sector capital and to ensure that capital flows efficiently to where it is most
beneficial. CDIA’s project preparation mandate would thus enable cities to advance their
development and infrastructure investments in this new environment and provide bankable
infrastructure projects that investors can become aware of, focus on, and invest in. To do this,
CDIA will (1) conduct research and consultations to identify innovative financing solutions, (2)
provide mentorship and guidance to help cities mobilize financing options, and (3) conduct
dialogues with cities and potential funding partners.

These activities will lead to the following results: (a) de-risking mechanisms for infrastructure
investments facilitated, (b) municipal finance frameworks developed, (c) public-private
partnerships and blended financing facilities identified, and (d) secondary cities and financiers
connected. To achieve these results, it is assumed that CDIA will need to strengthen and
restructure its team to be able to tap PPP and blended finance opportunities, and that a balance
is struck in the development of bankable projects between those that are attractive to private
investors and those that need to remain in the public sector.

The risks are that CDIA will be unable to attract and retain qualified staff to implement its activities,
project preparation for private investors and blended finance become too complex or time
consuming, and the cost of CDIA management and operations are unrecoverable. However, if
these risks are mitigated and the assumptions hold true then financing opportunities that include
new modalities will be enhanced for infrastructure projects that are inclusive, resilient and utilize
low-carbon technology.
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Appendix 4. Design and Monitoring Framework for CDIA Strategy 2023-202721

Impact the Strategy is Aligned with
Livability in cities in DMCs improved (Strategy 2030 Operational Priority 4: Making Cities More Livable) 2

Results Performance Data Sources and Risks and Critical
Chain Indicators Reporting Mechanisms Assumptions
Outcome By 2027:

Secondary cities in
Asia and the Pacific
implement inclusive,
resilient and low
carbon infrastructure
and services financed
increasingly through
Private Public
Partnerships and
Blended Finance

a. At least $2 billion in new
financing secured by

secondary cities to implement

inclusive, resilient and low
carbon infrastructure and
services (2023 baseline: 0)

b. At least 20% of total
financing secured for
implementing inclusive,

a. CDIA and UFPF annual
and midyear progress
reports, financing partners’
annual reports

b. CDIA and UFPF annual
and midyear progress
reports, financing partners’
annual reports

Assumptions:

-Bankable projects are well-
designed, aligned with NUA
and SDG 11 goals,
coherent with city and
national development plans
and are financially viable
and sustainable.

- Collaborating partners
and networks add value to

Facilities o CDIA interventions.
_reS|I|ent and Iow-carbo_n c. b. CDIA and UFPF annual -Concessional financing
infrastructure and services .
! and midyear progress from ADB trust funds and
financed by PPP and Blended reports, financin rt ’ AFD managed grant funds
Finance Facilities (2023 ports, Ing partners ged g u
baseline: 0) annual reports are ab_le to Ievere_lge/blend

' financing from private

c. At least 30% of total g;gekgtment sources
financing secured for - DoWnstream financiers
implementing inclusive, s
resilient and low-carbon change their priorities
infrastructure and services
financed by international
funding agencies other than
ADB (2023 baseline: 0)

Outputs By 2027:

Capacity of la. At least 30 PPSs of la. CDIA and UFPF annual Assumptions:

secondary cities to
develop inclusive,
resilient and low-
carbon knowledge
solutions and projects
improved

inclusive, resilient and low-
carbon knowledge
solutions/projects completed
(2023 baseline: 0) (OP1.3.3)
OP4.3.1, OP 4.3.2)

1b. At least 30 cities
supported to prepare and
implement capacity
development plans to
enhance their knowledge in
inclusive, resilient and low-
carbon urban development
(2023 baseline: 0) (OP1.3.3)

OP4.3.1,0P 4.3.2, OP 6.1.1)

1c. At least three national
development facilities
supported to prepare and
implement inclusive, resilient
and low-carbon knowledge
solutions/projects (2023

and midyear progress
reports, PPS reports

1b. CDIA and UFPF annual
and midyear progress
reports, capacity
development plans

1c. CDIA and UFPF annual
and midyear progress
reports; CDIA activity reports

-Pre-feasibility studies
tailored to the needs of
downstream funders.
-Willingness of cities to
engage diverse
stakeholders, adopt
environment friendly
development schemes,
make use of low carbon
technology, and improve
internal systems and
decision-making

-CDIA narrows its
geographic focus to
countries

where enabling conditions
are present and adopts an
integrated approach; Cities
not diverted by short term
emergency needs

Risk:

21 Based on a USD 25 million dollar funding over four year strategy period
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Results
Chain

Performance
Indicators

Data Sources and
Reporting Mechanisms

Risks and Critical
Assumptions

baseline: 0) (OP4.1.1,
OP4.3.1, OP4.3.2)

1d. At least three cities
supported to improve their
policy and regulatory
framework for inclusive,
resilient and low-carbon
development (2023 baseline:
0) (OP1.3.3,0P4.2.1)

1d. CDIA and UFPF annual
and midyear progress
reports; CDIA activity reports

-Cities feel pressured to
respond to COVID-19
pandemic and opt for short
term projects

2. Collaboration
networks and
partnerships to
support inclusive,
resilient and low-
carbon development
in secondary cities

2a. At least three networks
and partnerships established
to provide capacity building
support to secondary cities on
inclusive, resilient and low-
carbon development (2023
baseline: 0)

2a. CDIA and UFPF annual
and midyear progress
reports; CDIA activity reports;
partnership agreements

Assumptions:

-Other programs/networks
agree to partner/collaborate
with CDIA and provide cost
recovery arrangements
-CDIA team able to identify
networks and partners to

opportunities for
inclusive, resilient and
low-carbon
development in
secondary cities
enhanced

municipal financing
frameworks (2019 baseline:
0) (OP4.2.2, OP6.1.2)

3b. At least three cities
prepare action plans to
mobilize alternate and
innovative sources of
financing developed (2019
baseline: 0) (OP 6.1.4, OP
6.2.2)

3c. At least three cities
supported in facilitating de-
risking mechanisms (2019
baseline: 0) (OP 6.1.4, OP
6.2.2)

reports; CDIA activity reports

3b. CDIA and UFPF annual
and midyear progress
reports; CDIA activity reports

3c. CDIA and UFPF annual
and midyear progress
reports; CDIA activity reports

increased collaborate on upstream
2b. At least three cities 2b. CDIA and UFPF annual bankable project
supported by networks and and midyear progress development and
partners to prepare and reports; CDIA activity reports | downstream financing
implement inclusive, resilient Risk:
and low-carbon knowledge Networks and Partners
solutions/projects (2023 unwilling to work with CDIA
baseline: 0) (OP 4.3.1, OP and/or provide cost sharing
4.3.2) arrangements
2c. At least ten knowledge 2c. CDIA and UFPF annual
products produced (2023 and midyear progress
baseline: 0) reports; Knowledge products

3. Combined 3a. At least three cities 3a. CDIA and UFPF annual Assumptions:

financing supported in developing and midyear progress -Balance is struck between

projects that are attractive
to private investors and
those that need to remain
in the public sector

-CDIA team is strengthened
and re-structured to be able
to focus on PPP and
blended finance
opportunities

Risks:

-CDIA unable to attract
and/or retain qualified staff
-Project preparation for
PPPs and blended finance
too complex

-Cost of management and
operations unrecoverable

improved.

Key Activities and Milestones
1. Capacity of secondary cities to develop inclusive, resilient and low-carbon knowledge solutions and projects

1.1 Undertake needs assessments to identify capacity gaps in selected secondary cities (Q1 2023-Q4 2027)

1.2 Conduct research and consultations to identify innovations and best practices (Q1 2023-Q4 2027)

1.3 Support secondary cities in preparing and implementing their capacity development plans (Q1 2023-Q4 2027)
1.4 Provide trainings, workshops and mentoring sessions to build capacities (Q1 2023—-Q4 2027)

1.5 Support secondary cities in developing PPSs (Q1 2023-Q4 2027)

26

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.




2. Collaboration networks and partnerships to support inclusive, resilient and low-carbon development in
secondary cities increased

2.1 Conduct research and consultations to identify networks and partners (Q1 2023—Q4 2027)

2.2 Prepare plans, guidelines, modalities for collaboration with networks and partners (Q1 2023—-Q4 2027)

2.3 Forge city-to-city agreements and other partnerships (Q1 2023-Q4 2027)

2.4 Prepare, package, and disseminate knowledge products/solutions (Q1 2023—-Q4 2027)

3. Combined financing opportunities for inclusive, resilient and low-carbon development in secondary cities
enhanced

3.1 Conduct research and consultations to identify innovative financing solutions (Q1 2023—-Q4 2027)

3.2 Conduct dialogues with cities and potential financing partners to mobilize financing for investments (Q1 2023-Q4
2027)

3.3 Provide mentorship and guidance to help cities mobilize alternative and innovative sources of financing (Q1 2023-
Q4 2027)

Inputs
CDIA Trust Fund under UFPF: $ 25 million (to be confirmed)

ADB = Asian Development Bank, CDIA = Cities Development Initiative for Asia, COVID-19 = coronavirus disease,

DMC = developing member country, OP = Operational Priority, PPP = Private Public Partnership, PPS = project preparatory study, Q
= guarter, TA = technical assistance, UFPF = Urban Financing Partnership Facility.

@ ADB. 2019. Strategy 2030 Operational Plan for Priority 4: Making Cities More Livable, 2019-2024. Manila.
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https://www.adb.org/sites/default/files/institutional-document/495966/strategy-2030-op4-livable-cities.pdf

Appendix 5: Upscaling Private Sector Finance for Climate Resilience

Source: TA Report. Upscaling Private Sector Investment in Climate Adaptation in Asia and the Pacific.
Project Number: 55339-001. ADB Knowledge and Support Technical Assistance, December 2021.

According to the UNEP’s Adaptation Finance Gap Report, annual adaptation costs in developing
countries alone are expected to rise from USD 140 billion to USD 300 billion by 2030; with the
possibility of increasing to USD 500 billion by 2050. International public adaptation finance is
slowly rising, however there is insufficient data to identify such a trend in domestic public or private
finance flows. It is widely recognized that fiscal resources alone will not be sufficient to meet the
targets under the Paris Agreement, particularly in light of the stresses COVID-19 has placed on
national budgets globally. As such, private sector climate finance is increasingly being viewed as
an avenue to mobilize resources for climate action. It is envisaged that increased private sector
participation in climate action will not only inject much needed capital, but also greater innovation
in climate adaptation interventions, such as climate information services, drought resilient seeds,
efficient irrigation systems, water technology, etc.

However, private finance has mostly focused on climate change mitigation action rather than
adaptation. The Climate Policy Initiative, a think tank involved in climate change action, has
released a Global Landscape of Climate Finance Report for 2021 which revealed that mitigation
financing accounted for 93% of total climate finance over the period 2019 to 2020, while
adaptation accounted for just 5% of globally tracked climate finance. The remaining 2% was for
projects with dual objectives. The analysis further shows that the public sector continues to
provide almost all of adaptation finance, while the private sector mostly provides mitigation
finance.

Additionally, often adaptation financing coming from the private sector is not tagged appropriately
by sector e.g., it is classified under general risk management (climate proofing operations) or just
a certain business line (offering climate data). When accounting for private sector adaptation
finance in multilateral development banks (MDBSs), the joint MDB approach is used to classify
climate adaptation investment. This harmonized approach provides a consistent method for
reporting climate finance across the MDBs.

It is critical to strengthen the role of private sector in climate adaptation. This is largely due to two
reasons. First, climate change poses significant threat to private sector operations by damage to
physical assets and interruption to supply chain. Second, climate change will create markets for
private sector with new adaptation-related products and services, especially in climate sensitive
sectors such as agriculture, water resources and urban development. However, currently various
factors inhibit the participation of the private sector in climate adaptation. Climate change
mitigation interventions have quantifiable benefits in the form of reduction in GHG emissions, and
financial returns to investors given that mitigation projects are generally revenue generating. In
comparison, adaptation measures require investment now, while benefits may not be realized for
years and are generally not revenue generating.

Private sector actors are willing to invest in climate adaptation, but their investment decisions are
constrained by risk profiles associated with climate adaptation projects, the lack of financially
viable and bankable projects, and complete knowledge of climate risk that guide adaptation
decision. Additionally, the markets for adaptation-related products and services in many
developing countries are still at a nascent stage.
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In October 2021, ADB elevated its ambition to deliver climate financing to its developing member
countries to $100 billion from 2019-2030. The additional $20 billion will provide support for the
climate agenda in five main areas, one of which includes an increase in climate finance from
ADB'’s private sector operations. This includes creating more commercially viable projects for both
ADB and private investors. ADB intends to support these initiatives with $12 billion in cumulative
private sector climate finance from its own resources and anticipated crowding in of an additional
$18 billion to $30 billion.

Other examples include agroforestry, regenerative agriculture, controlled environment agriculture,
post-harvest processing and storage, high-quality aguafeed, ocean-based aquaculture, climate-
controlled poultry sheds and interventions to improve soil health (such as high-efficiency
fertilizers).

ADB'’s Private Sector Operations Department (PSOD) is aiming to increase its number and share
of projects promoting increased climate adaptation and resilience. In the Operational Plan for
Private Sector Operations (2019-2024). PSOD’s Operational Plan also noted that in addition to
renewable energy projects, PSOD will pursue projects for energy efficiency, waste to energy,
battery storage, other emerging technologies, and climate adaptation. Similarly, ADB’s Office of
Public-Private Partnerships (OPPP) is also aiming to upscale climate aspects in PPP projects and
increase project share of climate operations.

Currently, a majority of PSOD’s climate financing and OPPP’s climate operations goes to climate
mitigation projects rather than climate adaptation. As climate change impacts are increasingly felt
across the region, climate proofing of projects will become much more important. Enhancing
climate resilience of assets in all projects including PPP projects from an early stage is critical to
ensure risks are identified and properly allocated among the public and the private sectors. Such
proper risk identification and allocation can make the project more bankable for the private sector
and significantly increase the value-for-money from PPPs in DMCs.
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Appendix 6: Potential Collaborations

POTENTIAL FUNDING SOURCES

British International Investment (name change effective April 2022). Currently CDC, the UK
Government’s development finance institution. Between January 2022 and December 2026, aims
to invest £1.5 — £2 billion annually. Strategy for this period gives greater attention to infrastructure.
Increased focus on climate finance, including in green infrastructure, as well new investment in
digital transformation and disruptive businesses that offer radical solutions to the problems facing
developing economies. In the Indo-Pacific region, targeting the larger economies of Philippines,
Indonesia, and the Mekong region (Vietnam, Cambodia and Laos). Focus here will be on climate
investment, particularly the renewables sector. hitps://www.cdcgroup.com/en/news-
insight/news/enlarged-remit-announced-for-the-uks-development-finance-institution-to-deliver-
jobs-and-clean-growth/

US Emergency Plan for Adaptation and Resilience (PREPARE). President Biden pledged to
work with the US Congress to provide US$3 billion in adaptation finance annually for PREPARE
by FY2024. The plan highlights the acceleration of financing of adaptation measures via new and
existing multilateral and bilateral adaptation funds and private capital mobilization goals. USAID,
DFC and the Department of State are core agencies involved. USAID’s role is to work to
strengthen the climate resilience of governments and communities. DFC’s role is to partner with
the private sector to finance solutions, including investing in climate resilience. Read the plan and
a factsheet on USAID’s targets to advance PREPARE.

Glasgow Financial Alliance for Net Zero (GFANZ). Launched in April 2021 in the advance of
COP26, GFANZ is a global coalition of leading financial institutions committed to accelerating the
decarbonization of the global economy. It is a consortium of more than 450 banks, asset
managers and insurers, announced that it would deliver more than $100 trillion in financing to
transition global economies by 2050. A proposed scheme for Country platform action plans would
dictate how these funds will be disbursed. One of the proposed mechanisms is scaling up of
blended finance through MDBs acting as facilitators. In this role, MDBs would focus on leveraging
private finance, scaling up sector platforms, and mobilizing investment funds through, for
example, setting up of wholesale bankable projects.

POTENTIAL PROGRAM PARTNERS

Cities Climate Finance Leadership Alliance (CCFLA). A coalition of leaders committed to
deploying finance for city-level climate action at scale by 2030. Members include LGUs, city
networks, NGOs, academia, and public and private finance institutions. Launched at the UN
Secretary-General’'s Climate Summit in September 2014 and renewed at the Summit in 2019,
CCLFA is billed as “the only multi-level and multi-stakeholder coalition aimed at closing the
investment gap for urban subnational climate projects and infrastructure worldwide.” Contact:
secretariat@citiesclimatefinance.org. www.CitiesClimateFinance.org

Global Infrastructure Facility (GIF). A G20 initiative established in 2014, GIF is a global
collaboration platform that integrates efforts to boost private investment in sustainable, quality
infrastructure projects in developing countries and emerging markets. Its mission is to enable
collective action among a wide range of partners — including donors, development finance

30

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.


https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cdcgroup.com%2Fen%2Fnews-insight%2Fnews%2Fenlarged-remit-announced-for-the-uks-development-finance-institution-to-deliver-jobs-and-clean-growth%2F&data=04%7C01%7Cbcarrasco%40adb.org%7C5c96b190de0f42413c7708d9b0fa40dc%7C9495d6bb41c24c58848f92e52cf3d640%7C0%7C0%7C637735411160642351%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=3P3OOXBmYlxX5YD3qKUSj3hiov4fJg0M4fh%2BxnKizz0%3D&reserved=0
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cdcgroup.com%2Fen%2Fnews-insight%2Fnews%2Fenlarged-remit-announced-for-the-uks-development-finance-institution-to-deliver-jobs-and-clean-growth%2F&data=04%7C01%7Cbcarrasco%40adb.org%7C5c96b190de0f42413c7708d9b0fa40dc%7C9495d6bb41c24c58848f92e52cf3d640%7C0%7C0%7C637735411160642351%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=3P3OOXBmYlxX5YD3qKUSj3hiov4fJg0M4fh%2BxnKizz0%3D&reserved=0
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cdcgroup.com%2Fen%2Fnews-insight%2Fnews%2Fenlarged-remit-announced-for-the-uks-development-finance-institution-to-deliver-jobs-and-clean-growth%2F&data=04%7C01%7Cbcarrasco%40adb.org%7C5c96b190de0f42413c7708d9b0fa40dc%7C9495d6bb41c24c58848f92e52cf3d640%7C0%7C0%7C637735411160642351%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=3P3OOXBmYlxX5YD3qKUSj3hiov4fJg0M4fh%2BxnKizz0%3D&reserved=0
https://www.whitehouse.gov/wp-content/uploads/2021/10/Full-PREPARE-Plan.pdf
https://www.usaid.gov/climate/adaptation/prepare-initiative
mailto:secretariat@citiesclimatefinance.org
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institutions, country governments, with inputs of private sector investors and financiers — to
leverage resources and expertise and find solutions to build bankable pipelines of infrastructure
projects that attract private financing. GIF tackles provides end-to-end advisory services to client
governments and multilateral development bank partners.

City Climate Finance Gap Fund (“Gap Fund”). Supports cities with early-stage technical
assistance for low carbon and climate resilient projects and urbanization plans. Operational since
September 2020, it supports cities in developing countries through (1) climate strategy
development, (2) capacity building, (3) investment prioritization, (4) pre-FS studies, (5) approach
to financing, (6) matchmaking with additional support sources, and (7) delivering knowledge
products. The Gap Fund is currently capitalized at €55 million, with a target capitalization of at
least €100 million and the potential to unlock an estimated €4 billion in investments. The Fund is
co-implemented by the World Bank and the European Investment Bank in partnership with the
GlZ. www.citygapfund.org

UN Habitat Cities Investment Facility (CIF). A multi-stakeholder initiative aiming to unlock
greater capital flows to urban impact projects, by using a series of partnership-based instruments
to support at ideation, design, financing, and implementation stages. CIF invites Governments
(including city level), project promoters and developers working on public infrastructure projects
around the world to submit development proposals through its Open Call for Projects, with
submissions encouraged from a variety of urban sector projects such as transport, energy,
affordable housing, and more. Accepted Open Call projects are then supported to attract private
investment and reach implementation stage through: (1) showcasing on the Cities Investment
Portal and in high-level investment forums, (2) provision of advisory services on upstream project
preparation, and (3) linkage to Cities Investment Vehicles that broker funds providing blended
sources of capital for project implementation.

Climate Finance Accelerator (CFA). A £10 million technical assistance program funded by
International Climate Finance (ICF), through the UK government’s Department for Business,
Energy, and Industrial Strategy. CFA works with middle income countries to help them achieve
their national climate plans and Nationally Determined Contributions (NDCs), from the bottom up.
It does this by helping to identify challenges and blockages that prevent finance from flowing at
the volume and speed required to have a meaningful impact on their climate ambitions. The
program started in 2020 and due to run until Nov 2024. The program currently covers 6 countries
(none in Asia), and 2 more to be identified.

POTENTIAL CITY NETWORKS AND ALLIANCES

C40. a network of mayors of nearly 100 world-leading cities collaborating to deliver the urgent
action to confront the climate crisis. In the last 15 years, it has been driving the conversation
around climate action and environmental justice. C40 member cities earn their membership
through action, that is, through performance-based requirements, not membership fees. C40’s
Leadership Standards set the minimum requirements for all member cities and ensure the
integrity of C40 as a network of climate leaders. C40’s Global Green New Deal is its essential
blueprint to delivering climate justice and strong, fairer economies.

Global Covenant of Mayors for Climate and Energy (GCoM). Billed as the largest global
alliance for city climate leadership, built upon the commitment of over 10,000 cities and local
governments from 140 countries. Partners share a long-term vision of supporting voluntary action
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to combat climate change. GCoM formally brings together the European Union’s Covenant of
Mayors and the Compact of Mayors — the world’s two primary initiatives of cities and local
governments — to advance city-level transition to a low emission and climate-resilient economy,
and to demonstrate the global impact of local action. The global Secretariat is based in Brussels.

Local Governments for Sustainability (ICLEI). A global network of more than 2,500 local and
regional governments committed to sustainable urban development. Active in more than 125
countries, it influences sustainability policy and drive local action for low emission, nature-based,
equitable, resilient and circular development. ICLEI members and team of experts work together
through peer exchange, partnerships, and capacity building to create systemic change for urban
sustainability. It forges strategic alliances with international organizations, national governments,
academic and financial institutions, civil society and the private sector.
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