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1. Introduction

The advance of environmental degradation and climate change has brought
to light the need to restructure development patterns towards environmentally
sustainable forms that guarantee a reduction in greenhouse gas (GHG) emis-
sions, in what is known as the transition to a low-carbon economy. In addition,
adaptation efforts are needed to minimise the current and future impacts of
climate change on ecosystems, cities and their infrastructure.

Therefore, the discussion on how to guarantee the necessary funding to
promote investments that will enable a sustainable, low-emissions develop-
ment path is becoming more relevant. Public and private resources are need-
ed to be mobilised and directed to finance projects aimed at reducing GHG
emissions and promoting an environmentally sustainable economy, resilient
to climate change.

Public development banks play a crucial role in this endeavour. Besides
their significant assets and financing capacity, these institutions possess non-fi-
nancial advantages, such as extensive knowledge of the opportunities and bar-
riers in their operational context. They hold vast experience working with both
the public and private sectors, expertise in structuring projects, and the ability
to collaborate with national authorities in formulating and implementing de-
velopment plans. (GRIFFITH-JONES; ATTRIDGE; GOUETT, 2020; OCDE,
2018; SCHNEIDER et al., 2021).

That said, development banks can play multiple roles in supporting the
transition towards more sustainable development patterns that are geared to-
wards mitigating and adapting to climate change. These roles can be grouped
into the following four categories: i) As financiers, development banks can de-
fine criteria that favour environmentally and climatically desirable activities;
ii) As resource mobilisers, they can help to bring together funding from dif-
ferent sources to finance sustainable projects; iii) As managers of smaller-scale
projects, development banks can take on the responsibility of managing the
implementation of smaller projects, which may be too small or too risky for
commercial banks to finance; and, iv) As promoters of demand for financ-
ing sustainable projects, development banks can help to raise awareness and
promote the benefits of sustainable projects, which can, in turn, encourage
demand for financing such projects.



The purpose of this paper is to analyse the role of BNDES in promoting the
‘green economy’ in Brazil over the past decade. To that purpose, it is organized
as follows. After this introduction, section 2 delves into the role to be played
by development banks in promoting environmentally sustainable, low GHG
emission economies. Sections 3 and 4 focus on the BNDES. Section 3 analy-
ses the BNDES’ disbursements in the green economy between 2010 and 2021.
Section 4 highlights the mobilization of BNDES resources for the green econ-
omy during the same period, including the management of environmental and
climate funds, as well as the issuance of green and sustainable bonds. Finally,
concluding remarks are presented.

2. Environmental and climate crisis, implications for the
financial system and development banks

In a post-Keynesian perspective, financial systems are permeated by un-
certainty, crises of confidence and cycles caused by financial fragility and in-
stability (MARTINI, 2014). Public banks, among which Public Development
Banks (PDBs), can act to “(...) counter and mitigate the uncertainty and in-
stability inherent in capitalist economies” (DEOS; MENDONCA, 2010, p. 64).
Thus, public banks, in general, can contribute - on the one hand - to serving
certain segments which are usually neglected by the private credit market and,
on the other hand, they can provide greater stability to the financial system.
That said, two major roles that can be played by PDBs stand out here: financing
and mobilizing resources and contributing to the stability of systems and the
economy. These roles are in line with the challenges posed by climate change
and ecosystem degradation, their implications for the financial system and the
significant financing needs.

2.1. Development Banks

Banking institutions, which play a central role in granting credit only of-
fer credit to clients and segments considered, according to their criteria, to be
creditworthy. Thus, banks may not grant credit - especially long-term credit - to
certain segments and/or projects. This is a strong argument for the existence of



PDBs: to serve sectors and/or projects which, as they are complex, expensive or
mean a greater degree of uncertainty as to the expected results, tend to be un-
der-financed by the private sector. These include infrastructure projects, tech-
nological innovation, support for micro, small and medium-sized enterprises,
and green economy initiatives, among others (FERRAZ; ALEM; MADEIRA,
2013; GRIFFITH-JONES, 2016a). In addition, the authors argue that PDBs can
contribute to the implementation of development policies, directing credit to
sectors considered strategic that are still nascent, sectors intensive in research
and development.

PDBs can also play an important role in mitigating the inherent instability
of the financial system. Griffith-Jones (2016a) highlights the ‘boom-bust’ trend,
with periods of boom followed by periods of downturn, as presented in Minsky’s
financial instability hypothesis. Thus, PDBs must act in a counter-cyclical man-
ner, providing credit - especially long-term credit - at times of worsening finan-
cial instability (GRIFFITH-JONES, 2016a; FERRAZ; ALEM; MADEIRA, 2013).

Mazzucato and Penna (2016) highlight the main roles that PDBs have his-
torically played, namely: countercyclical financing; capital development; sup-
port for new ventures, and a challenge-led role. Inspired by authors such as
Keynes, Minsky and Schumpeter, they seek to explain how the actions of PDBs
have promoted the creation and structuring of markets. They also highlight
the PDBs’ key role in developing capacities, promoting capital accumulation
and supporting technological transformations, often acting coordinators of a
network of different actors in development efforts - such as private companies,
research centres etc. When it comes to supporting new ventures, PDBs are re-
sponsible for providing long-term financing for innovation projects.

2.2 Environmental and climate crisis, risks for financial
systems and development banks

There already seems to be a consensus that climate change and ecosystem
degradation will affect the entire economic system and pose risks to the fi-
nancial system (CARNEY, 2015; CHENET; RYAN-COLLINS; VAN LERVEN,
2019; FEIL,2021). An important part of the literature and the actions of central
banks and regulatory authorities have focused on understanding how such
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risks could affect financial stability, and on developing an analytical framework
that allows financial institutions to adjust portfolios and risk management
(CAMPIGLIO et al., 2018).

Climate-related financial risks “are unique in that they are characterised
by far-reaching impact, unforeseeable nature and irreversibility” (CHENET;
RYAN-COLLINS; VAN LERVEN, 2019). Two main sources of climate risks
for the financial system have been identified: physical risks and transition-
al risks. Physical risks are those directly related to the impacts of climate
change and the consequent increase in the frequency of extreme weather
events - such as droughts, floods, and hurricanes - or even changes in cli-
mate patterns - such as the gradual rise in average temperatures and sea lev-
el rise (CARNEY, 2015; CHENET; RYAN-COLLINS; VAN LERVEN, 2019;
SCHNEIDER et al., 2021). Faced with the growing physical risks associated
with the advance of climate change, the transition to a low greenhouse gas
(GHG) emissions economy that is resilient to inevitable climate change must
be sought. From this, however, comes the second group of climate risks for
the financial system: the transitional risks.

Similarly, environmental degradation can also affect economic activity
and the financial system through physical risks - arising, for example, from
pressure on water resources or the loss of biodiversity and its impacts on as-
sets - or transitional risks, resulting from companies and financial institutions
not aligning their strategies with advances in society aimed at reducing en-
vironmental degradation, such as new technologies, policies and regulations,
and changes in consumer preferences (EUROPEAN CENTRAL BANK, 2020;
NETWORK FOR GREENING THE FINANCIAL SYSTEM, 2022).

Climate and environmental risks - whether physical or transitional - can
therefore have multiple effects on the financial system. Initially, they manifest
themselves at the level of companies and their physical assets, impacting their
revenues and expenses and, consequently, their access to the capital markets
and their financial value. Risk at the company level can spread to the finan-
cial system through traditional market, credit, liquidity and operational risks,
spreading through the portfolios of financial institutions, with the potential to
become systemic (CHENET; RYAN-COLLINS; VAN LERVEN, 2019).
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In this sense, Espagne and Aglietta (2016) develop the concept of systemic
climate risk in analogy to the concept of systemic financial risk. The authors
recognise three essential elements in a systemic event: the occurrence of a
shock; the endogenous nature of the shock; and the contagion effects through
a network of interrelationships. They claim that climate change has all three
elements: global warming will increase the occurrence of extreme weather
events, such as major floods and hurricanes. The existence of multiple physical
interconnections - through global value chains, for example - and financial
interconnections can turn an isolated extreme event into a shock of major pro-
portions, with the potential to spread throughout the system, leading to abrupt
reversals of expectations and a significant reduction in liquidity. Finally, about
the endogeneity of systemic climate risk, the scientific community no longer
has any doubts that anthropogenic action is the main cause of the rise in global
temperatures (AGLIETTA; ESPAGNE, 2016).

To deal with the implications of this environmental and climate crisis on the
financial system, a large part of the policy frameworks and instruments that have
been adopted are based on the efficient markets hypothesis, understanding en-
vironmental and/or climate risks as negative externalities that are not priced - or
are priced incorrectly - by the market. From this perspective, a better pricing of
these risks and the correction of relative prices between ‘brown’ and ‘green’ assets/
activities would lead to a redirection the financial flows. This approach leaves to
the private capital dynamics the transition to a sustainable, low-emissions econ-
omy (KEDWARD; GABOR; RYAN-COLLINS, 2022).

Nonetheless, this argument is not only limited, but insufficient. Projects to
make the transition possible involve a high degree of uncertainty, may not be
creditworthy, and require patient, long-term financing, which is not usually
offered by the private sector (AGLIETTA; ESPAGNE, 2016; KEDWARD; GA-
BOR; RYAN-COLLINS, 2022). A market shaping approach is therefore needed,
with a strong use of the state’s capacity to promote the transformations in ques-
tion. Mendonga, Feil and Pessoa (2023), when addressing the role of financial
systems in the transition process, point out that incorporating climate risks -
physical and transition - into regulatory frameworks and institutions’ risk man-
agement means a reactive action. However, they emphasise that the financial
systems, as creators and directors of resources to finance investments, must play
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an active role in transforming financial flows away from GHG-intensive activ-
ities. For the authors, this active role requires the establishment of mechanisms
to induce sustainable investments.

Kedward, Gabor and Ryan-Collins (2022) argue in favour of a “green credit
allocation policy”, in which PDBs play a prominent role. In addition to their
important counter-cyclical role, PDBs generally play an important role in cre-
ating and structuring new markets, serving segments that are usually under-fi-
nanced by private banks. They can, for instance, contribute to micro, small and
medium-sized companies; finance complex, long-term projects; and support
nascent sectors and innovation projects. They can therefore be central players
in implementing policies geared towards socio-environmental missions, such
as those related to mitigating and adapting to climate change (MAZZUCATO;
PENNA, 2016). Therefore, to be at the forefront of the process of transforming
financial flows to promote the green transition, PDBs must change their capital
allocation criteria to favour financing sustainable activities that are aligned
with the objectives of tackling the climate crisis (AGLIETTA; ESPAGNE, 2016).

National development banks (NDBs), in particular, can play a leading role in
this process. In addition to their vast knowledge of the local context and market,
and their ability to mobilise public and private resources - both domestically and
abroad - (GRIFFITH-JONES; ATTRIDGE; GOUETT, 2020), these institutions
form part of the public sector and are often used as instruments for formulating
and implementing national development strategies (STUDART; GALLAGHER,
2016). With mission-orientated actions aimed at solving challenges such as those
related to the environmental and climate crisis, NDBs can be decisive in trans-
forming certain sectors of activity or even the economy as a whole (MAZZU-
CATO; PENNA, 2016). Without aiming to exhaust the different ways in which
DBs can act in this transition process, one can highlight: i) as financiers, defining
criteria that favour desirable activities from an environmental and climate point
of view; ii) as mobilisers of resources, both private and from multilateral mech-
anisms and funds; iii) aggregating smaller-scale projects, and iv) promoting de-
mand for the financing of sustainable projects.

The following sections will discuss the BNDES’ role in the green economy,
analysing the disbursements and mobilisation of resources for the green econ-
omy over the last decade.
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3. BNDES and its disbursements in the green economy
between 2010 and 2021

BNDES has been acting as the main long-term financing institution in
Brazil since its foundation, in 1952. Its operations have changed over time
according to the successive and different development approaches (PALLU-
DETO; BORGHI, 2021). It was part of the national development project from
its creation until the end of the 1970s. In the 1980s, it acted in line with the
adjustment policies of the Brazilian economy; in the 1990s, it was in charge of
a broad privatisation programme. In the period of the Workers’ Party govern-
ments, between 2003 and 2015, it was a central actor in developmental actions
and counter-cyclical action during the great financial crisis of 2008/2009. Fi-
nally, from 2016 to 2021, when the country underwent a new neoliberal turn,
the bank was drastically reduced in size and turned to structuring projects and
carrying out privatisations.

Regarding its environmental and climate performance, despite some im-
portant criticisms, BNDES has been a pioneering financial institution in Bra-
zil, which does not mean a complete performance. As early as the 1970s, the
bank started to incorporate the environment as a variable into the processes
of analysing and granting credit (PAIVA, 2012). In the 1990s, it led a group of
federal public banks in formalising the Green Protocol, to define social and
environmental responsibility policies and practices for the banking sector
(BNDES, 2012). In 2010, the bank was a pioneer in establishing its first Corpo-
rate Social and Environmental Responsibility Policy. More recently, the bank
has centralised sustainability and tackling climate change in its policies and
strategic plans.

3.1 BNDES disbursements (2010 to 2021)

To guide its decisions to allocate resources to the green economy, the
BNDES developed its own Sustainability Taxonomy, divided into Green Econ-
omy indicators and Social Development indicators. In 2021, the bank revised
these indicators to bring them into line with the taxonomy drawn up by the
Brazilian Bank Association (Febraban).
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Concerning the Green Economy, the BNDES has identified financial solu-
tions related to the following categories (BNDES, 2022a, p. 4-6):

a) Renewable energies and energy efficiency
b) Hydroelectric plants above 30 MW

c) Public passenger transport

d) Cargo transport

e) Water and sewage management

f) Solid waste management

g) Forestry

h) Agricultural improvements

i) Climate change adaptation and disaster risk management

The BNDES’ disbursements in the green economy between 2010 and 2021
will be analysed according to these indicators. It fell drastically from 2016 on-
wards, following the shrinking moving in the wake of the turn of the economic
policy after the impeachment of President Dilma Rousseff. The average annual
disbursement to the green economy (at December 2021 prices) between 2010
and 2015 was approximately R$38.37 B, while the annual disbursement in the
green economy in that period was never less than R$33 B. In the following
period, from 2016 to 2021, the average annual disbursement in the green econ-
omy was only R$12.96 B. While disbursements in the green economy grew an-
nually between 2011 and 2015, they fell systematically from 2016 onwards (see
Graph 1). It can therefore be seen that even though the bank’s public position-
ing and institutional policies have given great prominence to environmental
and climate issues in recent years, this has reflected in the growth of financial
support given by the institution to these segments.

With the exception of 2015 and 2017, BNDES’ disbursements to the green
economy were always below 20% of the total (see Graph 2). Even so, it is pos-
sible to observe a trend reversal over the period analysed: while in the first
five-year period, disbursements to the green economy showed a growth trend,
reversed from 2017 onwards and, by the end of 2021, the proportion of disbur-
sements to the green economy in relation to the total was at the same level as
the beginning of the period (Graph 3).
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GRAPH 1
BNDES’ TOTAL AND GREEN ECONOMY DISBURSEMENTS
(2010 TO 2021, R$ B, VALUES CORRECTED BY IPCA AT 2021 PRICES)
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GRAPH 2
SHARE OF BNDES DISBURSEMENTS TO THE GREEN ECONOMY IN RELATION TO TOTAL DISBURSEMENTS
(2010 TO 2021)
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The composition of the BNDES’ green economy disbursements by indicator
shows the ‘agricultural improvements’ indicator as the only one that suffered
an increase in the disbursements, from 2010-2015 to 2016-2021, reflecting the
BNDES’ greater support, more broadly, for the agricultural sector observed
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during the years of Jair Bolsonaros government. While the annual average of
disbursements for ‘agricultural improvements’ between 2010 and 2015 was
R$673 M, this average rose to approximately R$1.4 B/year in the subsequent
period. This indicator refers to support for agricultural production on a sustai-
nable basis and also for the recovery of degraded areas and therefore includes
key activities for reducing GHG emissions. Worth noting that the agricultural
sector is the second largest source of Brazilian emissions. Although the greater
allocation of funding for sustainable agricultural practices and soil recovery is
a step forward, in 2021, the BNDES total support for agriculture was R$16.7 B
(second in importance) and, of this total, only R$1.2 B covered agricultural
activities considered ‘green’

GRAPH 3
BNDES DISBURSEMENTS BY GREEN ECONOMY INDICATOR, 2010 - 2021
(IN MS OF REAIS, VALUES ADJUSTED BY THE IPCA AT 2021 PRICES)
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4. Mobilising resources for the Green Economy

The mobilisation capacity of public and private resources to channel into
sectors and projects is among the different roles that PDBs can take on in the
transition to a sustainable economy. With regard to mobilising private capital,



many PDBs have resorted to issuing green bonds to expand their sustainable
portfolios and encourage investor participation in green projects, while also
supporting the development of local capital markets (GRIFFITH-JONES; AT-
TRIDGE; GOUETT, 2020).

In 2017, to finance wind and solar energy projects, BNDES issued its first
green bonds on the international market. The bonds, with a total value of
US$1 B, were listed on the Luxembourg Green Exchange, with a seven-year
term and a coupon of 4.74% per year (BNDES, 2018). Three years later,
BNDES was the first institution to launch Green Financial Bills (LFV) on
the domestic market, using the same structure as the bonds issued in 2017, also
aiming to finance solar and wind energy projects. The domestic issue, worth R$1
B, had a term of two years and a rate of CDI + 0.45% per year (BNDES, 2022b).

Even after these two major green bond issues, it remained as a small portion
of the institution’s total funding from the market: in 2017, funding from the
issue of green bonds corresponded to approximately 14% of the total balance
of the BNDES’ obligations with bonds issued abroad and financial bills issued
domestically. In 2020, the issuance of LFVs corresponded to approximately
10% of total funding in the foreign and domestic markets.

Concerning to green and sustainable bonds, it is argued that, even being
positive from the point of view of stimulating the development of markets for
these bonds and also by raising funds from a more “socially responsible” cate-
gory of investors, there is no evidence that raising funds through these bonds
mobilises additional funds that would not otherwise be raised, or that it is
cheaper than issuing conventional bonds. Griffith-Jones, Attridge and Gouett
(2020) therefore suggest that it may be more advantageous for PDBs to issue
conventional bonds to fulfil a green mandate than to incur the high transac-
tion costs involved in issuing green bonds.

Finally, BNDES’ green bond issues came at a time when the institution has
suffered an important reduction in public funding, with the end of contribu-
tions and the early return of resources previously borrowed from the Nation-
al Treasury, and the strengthening of the discourse on raising funds on the
market. Although issuing these bonds is important and has positive aspects in
terms of channelling private resources to sustainable projects and developing
a market for green bonds, these instruments are not enough - nor are they
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adequate - to promote the structural changes needed for the transition to an
environmentally sustainable, low-emissions economy.

PDBs can also access resources through national or international cooperation,
geared towards environmental and climate action, including access to non-re-
fundable resources from multilateral funds or bilateral cooperation. BNDES has
stood out in the operationalisation and management of these resources through
specific funds, such as the Amazon Fund and the Climate Fund.

41 Amazon Fund

The BNDES has managed the Amazon Fund since its establishment, be-
ing responsible for “(...) raising donations, analysing, approving and contracting
projects, as well as following up, monitoring and rendering accounts” (CAR-
DOSO, 2022, p. 10). The Fund - proposed by Brazil in 2007 and authorised by
the BNDES on the following year - was set up to receive donations based on
previous results in reducing deforestation and intended to finance (non-reim-
bursable) initiatives that prevent and combat deforestation and that promote
conservation and the sustainable use of land in the Legal Amazon (BNDES,
2022¢, p. 6). The majority of the Amazon Fund’s resources come from do-
nations from the government of Norway, which was responsible for around
93.4% of the R$3.4 B the Fund had received by the end of 2021. In addition, the
German government (via KfW) was responsible for 5.7% and Petrobras 0.5%
of the donations received up to 2021 (BNDES, 2022c¢).

The portfolio supported by the Amazon Fund, at the end of 2021, consisted
of 102 projects, being the allocated resources of R$1.8 B. Of these 102 projects,
47 had already been completed at that moment. It should be noted, however,
that the approval of new projects under the Amazon Fund was suspended in
2019, and only disbursements of resources for projects that had been previous-
ly approved were maintained (BNDES, 2022c, p. 6-9).

The halt in the approval of new projects was due to changes in the Amazon
Fund’s governance structure at the beginning of 2019. Until then, the Fund
had a Technical Committee appointed by the Ministry of the Environment
(MMA) after a consultation process with the Brazilian Climate Change Fo-
rum and responsible for “(...) certifying carbon emissions from deforestation
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calculated by the MMA” (BNDES, 2022c, p. 14). It also had the Amazon Fund
Steering Committee (COFA), whose role was to determine the guidelines and
criteria for the use of resources. This committee was made up of representa-
tives from the federal government, the states of the Legal Amazon and civil
society (BNDES, 2022c, p. 14).

In April 2019, however, both the committees were abolished by a new res-
olution, which ended a series of collegiate bodies in the federal public admin-
istration (BNDES, 2022¢c; SOUZA, 2020). This led to a diplomatic crisis with
Germany and Norway, who did not accept the then environment minister’s pro-
posal to “exclude civil society from the steering committee and use the money
to pay landowners in environmental reserves” (SOUZA, 2020). As a result, the
analysis and approval of new projects under the Amazon Fund were suspended.

In 2020, four political parties filed a Direct Action of Unconstitutionality by
Omission (ADO)against the Union, as a result of the paralysis of the Fund. The
decision of the trial, closed by the Federal Supreme Court (STF) in November
2022, concluded that “(...) the changes made to the format of the fund since 2019,
with the unilateral extinction of committees and without the creation of another
administrative body, have prevented the financing of new projects, which consti-
tutes an omission by the government in its duty to preserve the Amazon” (POR-
TAL STE, 2022a). The STF then ordered the Federal Government to take the
necessary steps to reactivate the Fund, which happened in 2023.

4.2 Climate Fund

The National Climate Change Fund was created in 2009 as an instrument of
the National Climate Change Policy (PNMC) to finance projects, studies and
undertakings to reduce GHG emissions and promote adaptation to the effects
of climate change in the country (BRASIL, [n.d.]). The Climate Fund is linked
to the MMA and provides resources in the form of non-reimbursable funds,
operated by the MMA, and reimbursable funds, administered by the BNDES.
In order to manage these resources, which come from the MMA’ budget, the
BNDES established the Climate Fund Programme, whose objective is “to sup-
port the implementation of projects, the acquisition of machinery and equip-
ment and technological development related to the reduction of greenhouse
gas emissions and adaptation to climate change and its effects” (BNDES, [n.d.]).
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Despite being the PNMC’s financial instrument, some problems have been
observed in the implementation of the Climate Fund since its establishment.
The first and more structural concerns the unpredictability of resources. A
2019 report by the Federal Senate’s Environment Committee pointed out that,
although the Climate Fund was supposed to be one of the main instruments
for making it possible to fulfil Brazil’s climate goals, it lacked sufficient and
predictable resources, limiting its effectiveness (BRASIL, 2019, p. 63-64).

As a result, between 2011 and 2018, BNDES granted funds from the Cli-
mate Fund only in 2011,2013,2017 and 2018. The reason was the Fund’s main
budget source is money from oil production compensation, as set out in the
National Energy Policy (PEN) and, between 2013 and 2017, there were two
revocations related to PEN transfers, which only had their flow normalised in
2018 (COLONNA et al., 2022). Even with these difficulties related to the trans-
fer of funds, the Report of the Senate Environment Committee highlights that
the Climate Fund had a track record of good achievements and could therefore
be improved in its strategies for raising and using funds (BRASIL, 2019, p. 64).
According to data provided by the BNDES, by the end of 2021, approximately
R$812 M had been contracted under the Climate Fund Programme.

In addition to the more structural issues involving the unpredictability of
resources for the Fund, a conjectural issue was posed by the environmental
(dismantling) President Bolsonaro’s policy, who chose to paralyse the Climate
Fund’s operations in 2019 (BRASIL, 2019). That year, although there was bud-
getary authorisation for the application of over R$8 M for non-reimbursable
initiatives and over R$540 M in reimbursable resources, only R$718,000 of
non-reimbursable resources and R$348.7 M of reimbursable resources were
committed, and the allocation of these resources to the BNDES did not mate-
rialise (BRAZILIAN SOCIALIST PARTY et al., 2020, p. 17-18). This was due
to changes in the governance of the Fund’s Management Council, within the
MMA, and the Ministry’s failure to publish the Annual Resource Application
Plan for 2019, without which the resources allocated in the budget cannot be
used (BRASIL, 2019, p. 85). As a result, extended to 2020, the BNDES approved
only two new contracts under the Climate Fund Programme that year, total-
ling only R$30 M (BNDES, 2021, p. 5).
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As a result of the Fund’s inoperability, four parties filed an ADO against the
Federal Government in 2020, alleging irregularities and deficiencies in the op-
eration of the Climate Fund, especially in the allocation of its resources, which
resulted in its inoperability from 2019 onwards. In July 2022, the STF prohib-
ited the contingency of the Climate Fund’s resources, ordering the federal gov-
ernment to adopt the measures necessary for its operation and recognising the
Union’s omission in not allocating the fund’s resources (PORTAL STE, 2022b).

4.3 Green Climate Fund

BNDES had its accreditation with the Green Climate Fund (GCF) approved
in July 2019. The GCF is the main multilateral climate fund, serving as a fi-
nancial mechanism for the United Nations Framework Convention on Climate
Change (UNFCCC) and the Paris Agreement, with the aim of financing ad-
aptation and mitigation projects in developing countries. BNDES managed to
secure the highest accreditation modality with the GCE which allows the bank
to submit project proposals of up to US$250 M and access the various financial
instruments that the Fund offers, such as equity, guarantees, loans and non-re-
fundable resources (GCE [n.d.]).

Despite the fact that the BNDES’ long and costly accreditation process with
the GCF was completed some time ago, the bank has yet to submit a project
proposal, which seems like a wasted opportunity so far to seek access to this
important global climate finance mechanism. With the great capacity for proj-
ect structuring acquired by BNDES throughout its history and the expertise
in initiatives with a climate impact acquired with the operationalisation of the
Amazon Fund, the BNDES has sufficient conditions to bring together different
actors at the national level in order to design financing proposals that can be
submitted to the GCF.

5. Final Remarks
Climate change and the degradation of ecosystems have been on the agen-

da of various political and economic forums due to their current and future
impacts of enormous magnitude. Overcoming these challenges requires pro-
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found changes in current production and consumption patterns, a transition
to technologies with low greenhouse gas emissions and the promotion of ad-
aptation to increase resilience to climate change. It is therefore essential that
financial flows are redirected, enabling the necessary investments to promote
these transformations.

These investments involve a high degree of uncertainty and require patient,
long-term financing, which is not usually offered by the private sector, point-
ing to the need for a State action to promote the needed transformations. This
action can take place, among other ways, through a “green credit allocation
policy”, with broad participation by the PDBs.

In addition to their importance on counter-cyclical and stability policies,
the PDBs generally play a relevant role in creating and structuring new mar-
kets, serving segments that are usually under-financed by private banks. They
can therefore be central players in implementing policies geared towards so-
cio-environmental missions, such as those related to mitigating and adapting
to climate change. Therefore, in order to be at the forefront of the process of
transforming financial flows to promote the green transition, the PDBs must
change their capital allocation criteria so as to favour the financing of sustain-
able activities aligned with the objectives of tackling the climate crisis. Nation-
al development banks, in particular, can play a leading role in this process: with
mission-orientated action aimed at solving challenges such as those related to
the environmental and climate crisis, NDBs can be decisive in transforming
certain sectors of activity or even the economy as a whole.

That said, this paper sought to analyse BNDES performance in financing
the green economy. In the period analysed, 2010 to 2021, one can observe the
BNDES’ performance in line with what is expected of PDBs in promoting
investments for a more environmentally sustainable economy, especially in
terms of financing and mobilising resources. Progress has been made, but it
has been less intense than the possible and the needed, and was marked by
significant discontinuities. These discontinuities reflected the strategies of
the different governments, given the bank’s technical autonomy but limited
political autonomy.

Among the discontinuities, three stand out. Firstly, the significant reduction
in BNDES disbursements in the green economy from 2016 onwards, following
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the broader trend of a reduction in the size of the bank as a whole, which lost
not only its leading role, but also the opportunity to promote changes that are
essential for the transition. Secondly, with regard to the environmental and
climate funds managed by the institution, important changes have taken place.
The Climate Fund and, above all, the Amazon Fund formed an important part
of the environmental policy carried out by the Worker’s Party. The most pro-
found change in this direction came in 2019: as a result of measures adopted
by the then government, the funds were paralysed until 2022, when decisions by
the Federal Supreme Court forced the resumption of their operations.

Lastly, there were changes in the composition of the bank’s funding from
2016 onwards, as a result of the reorientation of the economic policy. The end
of contributions from the National Treasury and the significant reduction in
the size of the institution increased its private fundraising on the capital mar-
ket. This was reflected in the two major green bond issues, one on the inter-
national market (in 2017) and the other on the domestic market (in 2020).
Although the issuance of these bonds has positive aspects, such as channelling
private resources into sustainable projects and developing a market for green
bonds, these instruments are not enough, nor are they the most appropriate
source of funds to promote the structural changes needed for the transition to
an environmentally and climate-sustainable economy.

Some continuities can also be identified over the period analysed: the pro-
portion of disbursements to the ‘green economy’ in relation to the BNDES  total
disbursements did not change significantly between 2010 and 2021, indicating
that although environmental and climate issues have gained prominence in
the bank’s policies and official discourse, this position is not reflected in the
financing granted by the bank.
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