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THE MODERATOR:  Good afternoon.  My name is Tae-yong Jung.  I am from the 

Global Green Growth Institute.  It is my honour to moderate this session.  The session 

is about weaving the magic carpet and how to make climate finance flow in this 

region.  We have four eminent speakers, one from China, one from Kazakhstan, one 

from Germany and one from Turkey.  The Deputy Minister will be joining us soon 

but I think it is best to make a start.  Let me first introduce Mr Ge from China Beijing 

Environmental Exchange. 

 

MR GE:  My name is Xing’an Ge.  I come from China and this is my first visit to 

Kazakhstan so I am quite excited.  My company is the China Beijing Environmental 

Exchange, which was founded in 2008, so it is actually very new.  It is a fierce 

advocate of the market mechanism to address environmental problems in China, 

particularly climate change. 

 

Everybody knows that China’s economy is growing very fast, as are carbon 

emissions.  Since 2008 China has been the largest emitter of carbon dioxide in the 

world.  With economic development, a lot of problems have occurred in China, such 

as resource constraints, security of energy supply and also environmental problems.  

China’s government faces huge pressure to reduce the consumption of resources, the 

environmental damage and the emission of carbon dioxide.  Since 2005 the Chinese 

government has been deeply involved in the CDM mechanism, which, as many of you 

will be aware, means the Clean Development Mechanism.  The Chinese government 

has done a very good job of promoting CDM in China since 2005.  Now the number 

of CDM projects registered, the number of credits issued by the EB of CDM for 

China has always been number one in the world.  China is the largest supplier of 

CERs for the international carbon market. 

 

The problem with CDM development in China is that there is no significant technical 

improvement in China.  The original purpose of the CDM was to reduce the cost of 

development in developing countries and also to transfer technology and finance to 

developing countries to support their low-carbon development.  Although China has 

made a great success in CDM trading, technology transfer is not happening as we 

supposed it would.   
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China decided to establish its own domestic carbon market in the next five-year plan, 

which is the twelfth five-year plan period.  According to the government statement, 

China is going to pilot six carbon market provinces and cities, which include Beijing, 

Shanghai, Chongqing, Tianjing, Guangdong and Hubei.  These six provinces and 

cities will pilot the carbon trading schemes and also the carbon market. 

 

The government has a planned to launch a regional pilot market in 2013 and to make 

it nationwide in 2015.  Actually, I think this is a very ambitious plan, because the 

establishment of an ETS is quite a complex issue, and you have to be very careful 

about the impact of an ETS on the economy, on the competitiveness of the region and 

also on business.  But China has made its decision to launch its own domestic carbon 

market, which I think is a very good sign for China’s low carbon economy 

development, also for low carbon technology investment, because it offers certainty 

for future investment in low carbon technology. 

 

My knowledge of the carbon issue in Central Asia is quite limited but I would like to 

make a few suggestions.  I think the first thing for Central Asian countries to reduce 

their carbon or to follow a low carbon economic development should be to improve 

awareness of carbon, which is a valuable asset.  You may know that a couple of 

months ago the EU ETS allowance was intercepted through the internet registry.  The 

lesson from this kind of accident is that it is a good thing for international internet 

security for the registry system.  The good thing is that the value of carbon has been 

recognised by many governments and companies.  I think awareness should be the 

first thing to deal with in Central Asia, that carbon is a valuable asset and we should 

try to manage it in an efficient way. 

 

Another suggestion is that the market mechanism is the best mechanism, not just for 

Central Asia but for other countries as well, because that in a low carbon era, carbon 

could be a new production factor similar to labour, capital or land.  How to configure 

it in a very efficient way is a common problem we face, and theoretically the market 

mechanism is the best one to configure the production factor.  The market mechanism 

is therefore the best choice. 
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How do you develop a market mechanism in Central Asian countries or even in 

China?  China is also exploring and learning how to do it.  From the theory of the 

chain of value, for a market we have to have a demand side and supply side and a 

mechanism to bridge the two.  For the supply side, Central Asian countries should 

carry out real investment projects in low carbon technology or energy efficiency 

technology and also other carbon reduction projects.  On the demand side, I think one 

option could be the international community, such as through the EU ETS or other 

international emissions trading schemes.  Another option is the domestic market.  

Central Asian countries could have their own domestic ETS systems. 

 

The mechanism should be the ETS I think because the ETS is going to incentivise the 

private sector to join this carbon reduction effort.  They are going to have benefits, not 

just by being capped on carbon but also through the lowest cost mechanism to reduce 

their carbon. 

 

Those are my suggestions.  Thank you. 

 

THE MODERATOR:  Thank you, Mr Ge.  We are hearing some very interesting 

things about China developing its carbon market and financing and the implications 

for this region.  Our next speaker is Jurgen from the Federal Ministry for the 

Environment, Natural Conservation and Nuclear Safety of Germany. 

 

MR KEINHORST:  I would like to speak about the goal of promoting low carbon 

growth, starting with our challenge, which is to attain a global reduction of the 

increase in temperature caused by climate change to no more than 2 degrees.  That is 

the challenge.  Especially here in EBRD’s region in Central Asia, Caucasus and in 

central and eastern Europe it is a big challenge.  As we know, the carbon intensity of 

these countries in comparison to other regions of the world is relatively high.  By 

addressing the problems caused by this high intensity of carbon we can also 

contribute to the modernisation of these countries and their economies and thus 

enhance the competitiveness of the economies in this region. 

 

To attain this goal it is necessary to make available a large amount of financing, and 

therefore we have to find ways to make funds available in the region.  We have to 
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tackle on the one hand the energy efficiency issue and on the other side we have to 

promote renewable energies, which today do not play such an important role but 

should in the future.   

 

In addition to the commitment of the international community from Copenhagen and 

from Cancun to provide financing and funding for the support of mitigation and 

adaptation measures in the region, we need public funding from the region itself and 

from the countries, but it is also very important to draw in private capital and in the 

future even risk capital, so as to be in a position to finance the investment needed.  

Here the banking sector, particularly the development banks, could play an important 

role to channel this financing for investment in the most effective way, but it is not 

investment alone which is on the agenda but also institution and capacity building.  

As low carbon economies and low carbon growth will require a strong and sound 

institutional framework, legal and administrative structures have to be built up and 

advanced to allow for transparency and investment security, and they have also to set 

up appropriate incentives to attract capital for climate investment.  Transparency will 

play a very important role and, from the perspective at least of donor countries, to get 

access to the international climate financing mechanism which will be built up in the 

near future. 

 

Coming to capacity building and the role of capacity building, we believe for this 

reason it is very important that bilateral donors engage in policy dialogue on best 

practice to establish an adequate legal administrative basis in the countries.  There are 

a lot of topics on the agenda in the field of capacity building.  One, subsidies and 

taxes need to be continuously screened to assess the effects on medium and long-term 

economic growth and low carbon development.  Second, and this is also an example, 

with regard to modernisation of the economy and fostering low carbon growth, energy 

prices should be gradually increased and orientated towards the market, at least in the 

long run.  This is especially a problem, as you know, in the whole region where the 

Bank is active. 

 

Third, at an initial stage at least, the advancement of renewable energies will require 

additional support, for example, purchase guarantees or adequate feed-in tariffs, to 

make them competitive in the long run.  They have to be competitive in the long run 
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but at least in the beginning we have to support the invention of such new forms of 

energy in the region. 

 

By building partnership and exchanging know-how, countries with longer experience 

in these policy areas can assist transition countries and emerging economies to 

establish adequate structures.  Furthermore – and I refer back to the previous speaker 

– we deem carbon markets an important instrument to foster low carbon growth.  This 

is not only due to the financial potential arising from energy efficiency measures, it 

also allows the setting up of incentive structures and therefore is also a contribution to 

shape the administrative framework and, by the way, such economic instruments via 

carbon markets allow energy efficiency potentials to be tapped in the most cost-

effective way. 

 

Germany is engaged in dialogue with countries like Ukraine and Kazakhstan about 

the modalities of setting up emission trading systems, such as the drafting of national 

allocation plans, but especially to provide advice on the legal framework and how it 

fits into the development of the economy; as I mentioned, the modernisation of the 

economies is very important.  Here in the region climate policy itself is not a top 

priority, or at least it is not seen as a top priority, but by combining climate policy 

with an energy efficiency and modernisation policy, we have the chance to put 

climate-related issues higher up on the agenda and the establishment of carbon market 

seems a good opportunity to do this. 

 

Our experience has shown that next to technical assistance projects from multilateral 

donors, these bilateral partnerships for capacity and institution building play an 

important complementary role as consultancy and advice can often be provided on an 

ad hoc basis.  This is responding flexibly to specific demands and therefore can 

provide some added value alongside the multilateral activities which are also 

supported by us. 

 

As an example from the last days here in Kazakhstan, via our German international 

climate initiative we are supporting the government on very specific questions to 

elaborate a feed-in tariff for solar energy, and this can be done on an ad hoc basis and 
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therefore might be more flexible than a multilateral mechanism, but both have a 

special role to play. 

 

Let me come now to the role of investment, which is a major topic for this panel this 

afternoon.  For the purpose of supporting other economies in their efforts to promote 

low carbon growth, and I have already mentioned this in Cancun and this was a 

follow-up to the Copenhagen Accord, a number of funds, such as the Clean 

Technology Fund or the Global Energy Efficiency and Renewable Energy Fund have 

been established.  We contribute to these funds but it is absolutely clear that we are at 

the very beginning of this international funding and over the next years extensive 

resources will be made available to support low carbon growth.  Via private sector 

investment carbon markets, bilateral and multilateral funded, climate financing will be 

gradually raised to 100 billion per year in 2020, and I think this demonstrates very 

clearly the challenge ahead.  The main question for us is, how can these funds be 

channelled in the most effective way? 

 

We believe that the existing financial system, which has been established with the 

help of developments, especially here in the region, by the EBRD and partly in 

Central Asia by the Asian Development Bank, needs to be developed further so that it 

can take up this new challenge from the climate sector.  Development banks such as 

EBRD will play a key implementing role in further strengthening the banking sector 

and in supporting investment projects geared towards low carbon growth. 

 

Special access mechanisms need to be designed in order to make the additional 

climate finance flow in the region in a co-ordinated and accountable way.  As a 

capable framework for targeted multilateral funding, we anticipate low carbon 

development strategies and national appropriate mitigation actions, the so-called 

NAMAs, which foreshadow low carbon development programmes for entire sectors, 

will play a key role.  NAMAs and the so-called low carbon development strategies 

allow for co-ordinating and aligning different policies which will inform the countries 

in this region about the new post-Kyoto international support mechanism and assist 

them in developing comprehensive policy frameworks for mitigating climate change.   
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Moreover, financial products have to be developed further.  For example, in addition 

to the supporting of programmes already implemented by development banks, 

Germany will continue bilateral activities via the provision of grants to support the 

implementation of loan programmes.  This is only one example and I take this 

example here from Kazakhstan, where via EBRD we support a financing facility 

which has a volume of US$ 75 million for energy efficiency activities in the small and 

medium sized enterprise sector with a grant element of $2 million.  This allows the 

build-up of capacity in the regional banks to deal with energy efficiency and 

renewable investment, and also gives them a slight advantage in comparison to other 

investments.  That is one of the major problems here in the region, including Russia 

and Ukraine, as in these countries the return on investment for a lot of other 

investments is much better than in the field of energy efficiency.  Also, from an 

economic perspective, in the long run energy efficiency measures are very attractive 

but at least in this respect they have a disadvantage and one of the major problems is 

to tackle this problem, to close the gap between the different returns on investment in 

these sectors. 

 

In the future the main challenge will consist of making effective use of the established 

financial markets and to develop further in order to channel additional funding in the 

most effective way, especially these big climate funds.  The carbon markets from our 

point of view will continue to play a key role in mobilising private investments and 

tapping energy efficiency potentials in the most cost-effective way.  In the run-up to 

the Durban Conference, even should there be no second commitment period of the 

Kyoto Protocol, we think this is a valuable instrument, we support the countries in the 

region in developing this instrument and finding ways, either in a second commitment 

period or otherwise, to build up linkage to other carbon market systems so that they 

can all take advantage of the economic incentives that such systems can provide. 

 

Lastly, once again, concerning the role of private donors and bilateral partnerships 

between countries, this is necessary and helpful to pass on the know-how which we 

have developed over years in the respective sectors and we encourage other countries 

to do the same.  Both multilateral and bilateral initiatives have a role and can help 

support the activities we do together in the most attractive way. 
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THE MODERATOR:  Thank you, Jurgen.  You touched on issues from the bilateral 

and multilateral donors’ point of view.  Our next speaker is the Honourable Vice 

Minister Mr Ashimov of the Ministry of Environment Protection of Kazakhstan. 

 

MR ASHIMOV:  Ladies and gentlemen, first of all, I must apologise for being late.  

(Interpretation)  I would like to welcome the participants from the Ministry of the 

Environment.  The UN appeal to the countries of the world to develop green 

economies in response to climate change and low carbon development is one of the 

areas and one of the action programmes that would allow us to use more green 

technologies, to create more jobs in the green sector, and European countries, China, 

as well as other countries, are doing everything they can to implement measures 

allowing them to introduce a low carbon growth economy.   

 

On 4 November 2009 Kazakhstan stated its intention to bring its their carbon 

emissions by 15 per cent by 2020 and 25 per cent by 2050 from the level of 1998.  In 

order to reach those targets, the government of Kazakhstan developed and approved a 

special programme and the approach is to decrease emissions of greenhouse gases, to 

improve the efficiency of manufacturing, to use environmental taxes rather than 

tariffs.  We carry out annual inventories of greenhouse gas emissions.  Since 2010 we 

have prohibited gas flaring, and we here join the only other country in the world 

which is doing that, which is Norway.   

 

By the end of this year we will complete the programme of utilising the 

accompanying gas on all our oil fields, and those companies that have quotas for 

greenhouse gas emissions will have a platform to trade those quotas.  If we take the 

annual GDP growth of 7 per cent, we are contemplating a very significant reduction 

of greenhouse gases with this sort of growth.   

 

We have created a programme using funds from EBRD, the International Finance 

Corporation and the World Bank.  This new fund approved 1 billion worth of projects 

which use various privileges.  The three areas of the project are: municipal heating, 

the use of clean energy resources and improved energy efficiency in terms of 

consumers.  There are 200 million worth of projects now being implemented in 

various cities, Pavlodar, and so on.  EBRD is providing financial support to carry out 
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modernisations of schools, to improve school buildings efficiency, and only tomorrow 

the relevant agreement is being signed.  The project is about to start up.   

 

In 2009 we carried out an expert consultation to analyse Kazakhstan’s joining 

Protocol B of the Kyoto Protocol and the Ministry for Environment has developed a 

concept of low carbon development of the country’s economy.  Industrial 

development will be carried out with very specific targets in terms of low carbon 

development taking into account the Kyoto Protocol provisions, but one country 

cannot achieve everything.  We need to do this together.  After the negotiation post 

Kyoto in Copenhagen and in Cancun, the countries participating did not reach 

agreement on the transfer of new technologies from developed countries to 

developing countries.   

 

We think a new approach is called for here.  Kazakhstan did propose such a 

mechanism, an initiative announced in Astana called the green bridge.  It was 

supported by SCATA(?) members last year at the conference in Astana.  The purpose 

of this is a partnership between European countries, countries of Asia and the Pacific 

region, which would envisage the transition to a low carbon growth economy rather 

than a carbon-intensive economy, and this programme would cover about 70 per cent 

of the world’s population.  Its target would be a significant lowering of greenhouse 

gas emissions.   

 

One of the initiatives would be the exchange of technologies and the carrying out of 

green economy projects, and this is just a very short list of ways to co-operate but our 

main target is the same, to keep developing but also make sure that ecosystems 

develop in a clean way south of Russia, the Russian Siberian areas and other areas.  

We need to maintain and sustain our large water basins which feed us, and to do that 

we need to employ very low carbon-intensive technologies.   

 

One of the key conditions for partnership programmes is to achieve these targets, and 

especially within the green bridge programme is a multilateral agreement.  Such an 

agreement could form a basis or become a new global convention for the new 

development of our civilisation.  Kazakhstan could be one of the founding parties of 

such a convention and the partnership within such a convention should be an equal 
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partnership between countries.  Participation of international organisations in this 

agreement would ensure that this would be a neutral platform for the co-operation 

between countries, the exchange of ideas, and technical and financial co-operation, 

and it would be an international guarantee for the participants to fulfil their 

obligations.   

 

To ensure success we must involve our populations in countries which promote these 

views, and in terms of partners and stakeholders in such a programme, we think it is a 

new approach because it would involve not only countries but organisations and 

representatives of the populations. 

 

The green bridge partnership programme we hope will achieve the following targets: 

a slowdown in the process of degradation of the environment, the effective use of 

natural resources, the replacement of old models of production and consumption with 

new green models, and radical reform using natural resources on a global and national 

basis.  The joint efforts of countries and public and private sectors not just within 

countries but regions and globally will help to create a new level of environmental 

security.  This would be mutually beneficial, we think, and it would stimulate the 

creation of beneficial trading mechanisms and also our joint exploitation of water, air, 

green fields and forest resources.   

 

These initiatives that we have developed we will speak about in detail at the 

environmental conference this year.  They are supported by the European 

Commission and the UN.  By the beginning of the conference we are hoping to 

discuss and to finalise a document called the Programme for Partnership.  We are 

using the most prominent experts in the field, so if you have any comments or 

suggestions, please go to our Ministry’s website and take part.   

 

Astana held an economic forum this year where we discussed also the Astana 

initiative, the green bridge initiative.  Mrs Nomenhajen(?), a Nobel laureate from the 

UN, took part in this.  We also had representatives from international NGOs, 

Kazakhstan NGOs, business leaders from various countries, and this initiative was 

supported by all participants.  There is benefit for all stakeholders in realising this 

programme, so we would like to ask you to support this programme and to help us to 
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bring it to a wider circle globally and to ensure its support.  We would like to thank 

the Republic of Korea for supporting our office in this area, for helping us to 

restructure our own economy to ensure that it becomes a green economy.  Thank you 

very much. 

 

THE MODERATOR:  Thank you, Mr Vice Minister.  You have spoken about the 

details of climate-related policies and programmes in this country, including the 

Astana green bridge initiative.  Our last speaker, from Turkey, will talk about the 

approach of the private sector to climate finance. 

 

MR YAYIKOGLU:  My name is Aygen Yayikoglu.  I am the founder and managing 

partner of Crescent Capital, which is a firm focused on energy and infrastructure 

investments.  We are about to launch the very first clean energy-focused equity fund 

out of Turkey but investing regionally, which I will come to in a minute.  

 

First of all, I would like to thank the organisers for the invitation.  I feel very much at 

home here because in fact I have spent most of my career working for the EBRD, so I 

am part of the family here.  Secondly, I am Turkish and, as you may know, our 

ancestors and great grandfathers came out of the Central Asian steppe and settled in 

Anatolia, so I am at home on all counts today. 

 

I will talk about four main areas.  The first will be broadly about clean energy; 

secondly, what is happening in that field in the EBRD region; thirdly, what is needed 

in terms of further development of clean energies in this region; and lastly, measures 

to further promote basically the topic of the session, which is Weaving the Magic 

Carpet, how to weave the magic carpet. 

 

Let me start by asking: why clean energy?  Of course, for most people, in the industry 

or outside, for the man on the street, the most obvious answer is climate.  This has 

been the number one topic.  It is the most obvious reason.  We all know about climate 

change and its importance, and the drastic consequences if it is not handled well have 

become very obvious to the general public in the past 10, 15, 20 years.  Therefore, as 

awareness on climate becomes more and more apparent, that is one of the key drivers 

of the focus on clean energy.   
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However, that is not it; there are other reasons why people are investing in clean 

energy.  To name a few, there is the whole angle of power demand.  Some countries 

are perhaps investing in clean energy for climate reasons but others are investing in 

power, whether that be hydro power or wind power or thermal power.  People need 

power, and globally we are going to have to double the amount of electricity 

production.  Not all renewable investments are happening for climate reasons, and we 

should not forget that. 

 

Thirdly, energy independence is crucial.  This is very important because we are in a 

region, especially here in Central Asia, which is fossil fuel-rich.  There are many 

places in the world which are very poor in fossil fuels, which are highly dependent on 

imports, and which are desperately looking for ways either to reduce dependence 

through efficiency measures or to better utilise local resources, and all renewables are 

local resources.  Again, be it solar, geothermal, hydro or wind, if you invest in those 

in your own country, you are either reducing your dependency or reducing your 

import bill, which is a very important reason why people invest in that field. 

 

Fourthly, there are the financial returns.  It is very important, and I personally do not 

think that renewable assets today are valued properly globally because most people 

are not familiar with the sector and most people cannot judge the future value of these 

assets, but every time oil and gas prices go up, the value of a wind park goes up.  

Every time a sovereign wealth fund wants to diversify from various sectors and invest 

into long-term stable cash flow assets, they are more willing to invest in renewable 

power assets.  Therefore, since the financial volatility, even with the sovereign risk 

apparent in the psyche of many investors, a hydro asset which will generate 50 years 

of cash flows with zero fuel costs and minimal maintenance costs is going to be very 

valuable.  So I really do not think people today are properly valuing renewable assets. 

 

Finally, there is residual value.  If you invest in a wind park today, that wind park has 

a useful life of, say, 20 years, and most wind parks are built on the best wind sites.  

What happens at the end of 20 years?  You are probably going to be replacing that 

wind park with much more efficient wind power technology, and therefore that land 

and that development has an enormous residual value.  None of this is really apparent 
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to a lot of people looking at clean energy just from the climate angle.  I think these are 

all supportive and, thanks to these measures, the private sector will invest more in 

clean energy and that will help climate change as well.  That is my short angle on 

clean energy.   

 

Secondly, what is happening in the region?  From the perspective of clean energy, we 

need to divide the EBRD region into a few sub-categories.  One I would categorise as 

the EU-member European region.  Most of these countries are actually putting in 

place support mechanisms which are driven by EU directives or targets and they are 

really laying down the foundations for investments.  A lot of them are attracting 

western European investors; it is just next door, and a lot of the western European 

investors whose home markets are becoming saturated are finding it hard to find the 

right sites for wind and solar and geothermal and are now looking over the borders 

and investing in eastern Europe and south-eastern Europe and feeling comfortable 

because of the EU legislation in those countries.  So there is already very good 

progress in that sub-category. 

 

Then there are the EU candidate members of EBRD countries of operations most of 

whom suffer from size.  A lot of the EU candidate countries in the EBRD region are 

small countries, either successors to Former Yugoslavia or other countries in that 

region, and because of their size they are not able to attract large-scale investments.  

Therefore up to now we have not seen as much renewables development in that part 

of the world because if you are – just to pick a name – e.on, you have one business 

manager who is covering a huge region and he does not have the time to go and 

develop projects in very small south-eastern European countries.  What is also very 

important to remember is that south-eastern Europe is a region rich in renewables.  It 

is rich in hydro, it is rich in wind and parts of it are rich in solar.  Therefore you will 

see in the medium term more and more legislation coming in, as happened in the EU 

countries, which are more suitable for investment, since these countries want to enter 

the EU, and you will see more and more investment happening in that part of the 

world. 

 

Then you have Caucasus and Central Asia.  It is hard to generalise but they are largely 

fossil fuel-rich, have suffered heavily from environmental degradation to levels which 
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most other parts of the world have not seen, and have not really spent any time, effort 

or money so far in the development of clean energy but that is just starting to happen 

now, as we see in Kazakhstan today, and we will see this in other parts of the region 

as well.  There will be reasons why these countries will be more and more keen to 

invest in clean energies.  We have talked about the environment.  It is not just climate 

change but locally the environment comes into play because of the very dark past.  I 

used to be the head of office in Azerbaijan and I know how the environmental clean-

up is a major driver, for example, in that country. 

 

Secondly, these countries and these governments are rich in oil and gas, or some of 

them are, and therefore they can afford the right support mechanisms.  They can 

allocate part of their revenues from oil and gas and shift to clean energy development, 

as some of the Middle Eastern countries are doing.  Qatar today is leading clean 

energy investments in the Middle East, not because they need additional clean energy 

but because it is very important for them to show the world that there is mitigation 

going on.  Saudi Arabia: three years ago if you talked to any Saudi authority about 

solar, nobody would even listen to you.  Today that has all changed, because of 

quotas, because of the hugely inefficient local use of oil and gas through air 

conditioners and so on, they have realised there is enormous value in investing in 

solar to release further exports of oil and gas.  I think that will also become more and 

more apparent in this region, which is rich in oil and gas. 

 

Finally, there is my own country, Turkey, which is somewhere in between, 

geographically and in every sense.  I will give you an example.  I think you heard the 

Turkey presentation yesterday.  I was born in 1970 and from 1970 until today every 

ten years power demand and power production has doubled.  So in 1970 it was 12 

TWh, in 1980 it was 25, in 1990 it was 50, in 2000 it was 100 and today it is 200.  

This is enormous.  This is, I read somewhere, only second to China, globally, in terms 

of compound annual growth.  So when I was talking about investing in clean energy, 

there has been a huge development in the last five years in Turkey, but that is not just 

happening because of climate; it is happening because of power demand. 

 

In terms of the policies, I will not get into it.  It is too specific for the moment but the 

only point I would make is that clean energy does not happen just because of high 
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tariffs.  In Turkey today we have a very low feed-in tariff, only 5.5 euro cents for 

hydro and wind, yet there has been almost $5 billion of investments in this area and 

not a single kWh is being sold at the feed-in tariffs.  It is all sold at market-driven 

electricity prices.  Therefore this myth that you only need high or too expensive 

renewable feed-in tariffs is not always correct. 

 

Thirdly, I wanted to talk about what is really needed, what really drives investment or 

what enables investment in this field.  I would say firstly policy support, because 

unless you have a framework, unless you have clarity and long-term visibility, private 

investors do not invest.  It does not matter if it is energy or whatever sector; you need 

visibility and therefore policy support in the form of feed-in tariffs, in the form of tax 

support and other matters is very important to signal to investors that they can plan.  

Remember that these are highly capex-intensive assets and therefore, as a private 

investor, you cannot invest huge amounts of capex into an asset which will recover 

this over its life, and if you do not have visibility, at least over a ten-year period, you 

are not going to be able to invest.  So policy support from that perspective is crucial. 

 

Second, expertise.  It is not that easy to develop renewables.  In every market it took 

years for good developers to learn how to do it, to learn by the mistakes of others, but 

without the expertise, it is not easy to get a project from the concept stage to the 

operational stage.  You need to get the right measurements, the right permits, you 

need to know how to raise debt, how to find the right suppliers, how to manage the 

construction and everything else.  So expertise is important, and in most of these 

countries it is not there, for the very simple reason that this whole sector is new.  If 

you are doing your first ever renewable energy project or the first wind park in a 

country, there is clearly not an abundance of that kind of expertise. 

 

Thirdly, you need debt.  All of these projects are financed based on high leverage.  

Typically, 60-70 per cent of all clean energy projects are financed by lenders, be it 

multinational or local or ECAs and therefore you need availability of debt.  This 

region is fortunate in that there are a lot of multinationals, there are local banks, there 

are foreign banks investing in the region and therefore, for the right projects, it is 

never impossible to find debt.  So preparation of projects and getting them structured 

properly will allow for raising debt. 
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Finally, equity, and that is a lot more difficult.  Equity finance is the bottleneck in the 

region, especially equity with expertise, because for every project, as I said, assume 

70 per cent leverage, you still need 30 per cent equity; even in a project of €50 

million, for the developer just to be able to knock on the door of a bank and to start 

talking about financing, he needs €15 million of pure equity, and that is not a small 

amount. 

 

This is the core reason why I left my job at EBRD and founded Crescent Capital, to 

raise a fund specifically to provide equity, directed project equity, to catalyse these 

projects and to help developers bring them to the financing stage.  If anybody is 

interested, afterwards I can talk a bit about our fund, what we do and what criteria we 

have. 

 

Finally, I want to mention two or three very brief points on how to weave the magic 

carpet.  One of them is, again, there is a lot of discussion behind each point but very 

briefly for ease of remembrance, polluting should not be free.  One of the reasons why 

people need subsidies for renewables and people talk about support for clean energy 

and everything else is because polluting is largely free today.  It is changing with all 

the carbon schemes, et cetera, but in principle it should not be free to pollute.  You 

can now find a different environment where suddenly the relative values and the 

relative cash-generating ability of a renewable project is more comparable to its 

thermal counterpart. 

 

Secondly, long-term visibility.  I have talked a bit about this.  Unless you have long-

term visibility on the regime, on a political framework, investors are not going to 

invest in these large capex projects. 

 

Thirdly, bottlenecks.  Governments need to remove the bottlenecks, and there are 

bottlenecks which can only be removed by governments.  One is the electricity grid.  

Whether it be in the USA or Bulgaria or anywhere, this is a major issue for clean 

energy.  I will not get into the technical reasons but since most grids are owned by 

governments, as they promote private sector investment in generation they really need 

to put huge amounts of capital into improving their grid so that it does not become a 
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bottleneck.  Another bottleneck is the permitting procedures.  You need to have a one-

stop shop, simple permitting procedure so that it does not take three years to develop a 

project and it does not discourage investors from considering going into that area. 

 

Finally, education.  This is very important and I see it personally in my home country.  

Children are starting to understand that it is dirty to use electricity, it is dirty to drive, 

it is dirty in the sense that since we are mostly producing our electricity through 

thermal power, that thermal power is polluting the environment.  You do not make 

that link naturally but every time you switch on a light, you are polluting.  Now I see 

children in Turkey coming home and asking their parents to switch off lights.  They 

are much more aware of what electricity means, what energy means, and how it is 

polluting the environment.  That whole psyche is going to be a major driver of the 

next generation which will drive climate change forward. 

 

Those four key themes will be very important in weaving the magic carpet. 

 

THE MODERATOR:  Thank you for your interesting points on clean energy 

investment from the energy security point of view, the principle that the polluter pays 

and the removable of bottlenecks by governments and so on.  We have 30 minutes or 

so now for a Q&A session.  Please raise your hand if you want to speak and wait for 

the microphone.  Identify yourself and your organisation before you ask a question. 

 

A SPEAKER:  Ingo Plyer(?) of the Erste group in Vienna.  I have a question for the 

Turkish speaker.  What do you reckon is the total amount of capital invested so far in 

clean energy projects in Turkey? 

 

MR YAYIKOGLU:  The answer depends on your definition of clean energy.  

Excluding large hydro, and today 30 per cent of installed capacity in Turkey is hydro, 

so it is a question of whether you include that or not, but let me answer that in the 

sense that since the introduction of the renewable energy law in 2005 we estimate 

there has been about $6 billion of investment in clean energy in six years, so 

$1 billion per year, on a very low feed-in tariff of only 5.5 euro cents.  From zero we 

have now about 1,200 MW of installed wind, another 1,000 under construction, with a 

target of 20,000 eventually.  On hydro, there is about 3,000 MW under construction, 
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and potentially another 10,000 to be coming on line within the next 10-12 years.  I 

would say it is substantial and, even with the low feed-in tariff, it has been $1 billion a 

year and we expect it will continue at this rate or more for the next 12-13 years.  All 

the targets in our country are based on 2023, which is the 100th anniversary of the 

republic.  We expect in the next 12 years at least 25,000 MW of clean energy projects 

to come on line. 

 

TERRY McCALLION (EBRD):  I would like to thank all the speakers for their inputs 

today.  It was very interesting.  One observation.  I think all the speakers except 

Aygen mentioned the role of carbon markets in the low carbon transition.  I would 

like to ask questions of two of you, and I will start with Jurgen.  Could you comment 

on why you think Aygen did not mention the carbon markets, and then Aygen can 

perhaps answer the question as to why he did not mention the carbon markets.  

Perhaps the representative from China, Mr Ge, could address the same question: why 

do you think Aygen did not mention the carbon markets as a driver of transition? 

 

MR KEINHORST:  Perhaps because Turkey has not joined the carbon market!  It is 

experience we all have from the last years that it is very difficult to set up these 

carbon markets and, of course, in the European Union we have the advantage that we 

have a really big market and a very strong institutional framework and therefore it is 

easier to manage such a system.  We see it more in terms of the long run.  Our climate 

goals are for the year 2050, and we know how difficult it will be to have this 2 degree 

goal instead of a 4 or 5 degree increase.   

 

We really need a tool therefore, a lot of instruments, and carbon markets are one 

important instrument.  They cannot work everywhere but, nevertheless, where there is 

a political environment which is more orientated to markets rather than regulation – 

and Kazakhstan is a good example, as is Ukraine – in a time period of 5 or 10 years it 

is realistic to develop this instrument.  Of course, it will develop at a global level but 

the European Union, as a strong partner and as we take advantage of this system, we 

think in combining it with others, it might be an incentive for them to develop this 

tool and it may be more efficient in the future than it has been in the past. 
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MR GE:  Practically speaking, the carbon market has been the mainstream for the 

global addressing of climate change issues.  ETS is the largest and most successful 

carbon market at the moment.  Although the US has not set up a federal carbon 

market, at the state level there are a lot of initiatives, such as RGGI, MGGA, WCI, 

and other major developed countries like Japan, Korea and Australia have already set 

up a carbon market.  Japan and Korea are developing and proposing such a national 

market.  India is one of the developing countries also proposing such a market, as is 

China.   

 

Theoretically, the carbon market has two advantages which other policy instruments 

may not have.  The first is that it guarantees the amount of reduction in carbon 

dioxide.  You set a cap, and total emissions cannot exceed that cap.  The second is 

that the carbon market is the most efficient way for companies to reduce their carbon 

emissions at the lowest cost.  The incentive mechanism of carbon markets is the 

strongest.  It is a powerful tool in attracting private investment from investment 

banking or funds like Crescent Capital.  I think the capital market will be a crucial 

mechanism to tackle climate change issues. 

 

MR ASHIMOV:  As far as Kazakhstan’s position is concerned regarding carbon 

markets, as you probably know, we are at the beginning of the path.  We have 

developed amendments to the legislation which will create a legal framework for 

establishing a carbon market in this country.  It is going through our parliament now 

and we hope it will go through smoothly.  The next objective after that is to connect 

our internal carbon market with the international markets, and we hope, with expertise 

and assistance from our foreign partners, that we will achieve that goal. 

 

MR YAYIKOGLU:  In fact, the carbon market is implicitly very central to what I was 

saying before.  When I say polluting should not be free, that is directly linked to the 

carbon markets.  The carbon market is linked to what I said about the true valuation of 

renewables.  When you have efficient carbon markets which are taxing thermal 

power, the relative value of a renewable asset goes up.  Therefore, for investors like 

us in renewable energy, carbon markets are crucial.  It is a great upside and it actually 

increases the value of the rest of the clean energies in addition to all the policy and 
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climate-related benefits that they bring.  So when I say polluting should not be free, 

that is directly linked.  It is just that I did not say it explicitly. 

 

Turkey is very unhappy not to be part of this at the moment, because in the last five or 

six years there has been a lot of investment in renewables and the owners of these 

projects do not have access to these additional revenues.  So the private sector is now 

very keen for Turkey to become part of a scheme.  We do not have a window at the 

moment but when it is open, I think that will be very important. 

 

Secondly, on the VER market globally, voluntary emission reduction, Turkish 

companies have become very active and are benefiting very actively from the VER 

market.  That is what is available and that is what the private sector is doing. 

 

A SPEAKER:  I am from the Asian Development Bank.  My question is about the 

carbon market in China.  I think it is very important to have a strong incentive for 

local government.  There are 30 provinces and each province must have its own 

indicators, and each government should reach these targets on time.  This is a time 

bomb.  Also, you must enforce them, not only for GDP growth but also the 

environmental indicators.  Otherwise there is no incentive for local government to 

develop a carbon market.  Developed countries and developing areas should trade 

with each other.  You mentioned five cities at the beginning.  I wanted to know the 

next step.  Will this be replicated for the whole country?  What is the next step, and 

how does the government have a strong incentive for each local government to trade 

with others? 

 

THE MODERATOR:  Some of these Chinese provinces are much bigger than my 

home country, Korea.  When you say local, it can be bigger than national. 

 

MR GE:  As you know, the Chinese government has set a carbon intensity target for 

to 2020, not just for the next five years, which is to reduce carbon intensity by 40 per 

cent to 45 per cent by 2020 compared with the 2005 level.  For the next five-year time 

period central government will allocate a target to the different provinces, which will 

share the responsibility for the carbon intensity target.  The rationale is that central 

government would like to initiate six provinces and cities for carbon trading pilot 
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schemes.  Those six provinces and cities are all very active in establishing carbon 

emissions trading, especially Guangdong and Hubei provinces, and also Chongqing 

city as well. 

 

Each province and city have their own concerns about why they would like to launch 

a carbon emissions trading scheme, because they would go to the local government to 

follow this kind of path, and they also would like to reconstruct their economic 

structure for their own provinces and cities.  For example, Guangdong: during the 

2008 financial crisis lots of manufacturing moved from Guangdong province, so the 

economy was hurt by the financial crisis, because much of the economy is supported 

by manufacturing which is highly carbon intensive.  I think Guangdong province 

would like to upgrade its economic structure to follow the low carbon economy, so 

they are very keen to use a carbon emissions trading scheme to achieve this kind of 

goal.   

 

As for central government, it is happy to see that some of the provinces are very 

active and progressive in applying this kind of ETS system, because not all of the 

provinces are ready to set up such a scheme.  There are many factors, such as 

economic development levels or energy supply structures, so central government 

needs to set up supporting policies for these pilot provinces and cities, but it is still 

under discussion how to support them.  There definitely will be a supporting policy 

for those carbon provinces and cities. 

 

A SPEAKER:  Jan Andreas, Frankfurt School of Finance Management(?).  Actually I 

have two questions, one for Mr Yayikoglu and the other for Mr Keinhorst.  The first 

question is, if it is not the low feed-in tariff what is preventing the finance flow to 

solar in Turkey?  As the inventor of the feed-in tariff, what advice would you give to 

countries like Kazakhstan and Turkey in designing a feed-in tariff for solar energy?  

What are the lessons learned? 

 

MR YAYIKOGLU:  Solar, as you know, is a special case.  Solar is still the 

technology which is almost everywhere today, and except maybe a few parts of the 

world are still dependent on feed-in tariffs.  As a result, the current feed-in tariffs in 
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Turkey, as I said, are low, and as a result of that there are no solar investments in the 

Turkish market.   

 

That will change as the cost of solar goes down and as the grid parity is reached in 

coming years, but today there are not enough incentives in Turkey, for example, for 

solar investments compared to Spain, Germany and so on.  That was the choice of the 

government; instead of setting a very high tariff and regressing it, they put out a level 

of tariff and, once the costs of the capex go to a certain level combined with the  

irradiation levels in certain areas, the market will naturally see grid parity and they 

will start investing.   

 

That was one view.  Others said that in order to kick-start a sector, you can do what 

other countries have done and put in a level of tariff which encourages investment 

today and review it in coming years, as long as you do not do it retro-actively.   

 

The key lesson, not just from Turkey but from Europe as well, is to have a level of 

tariff which is not excessive, which does not create question marks over the future of 

its sustainability, but also never to do anything retro-actively, never to touch any 

tariffs that have been put out there and change them.  This was the biggest mistake 

made in Europe, and the effect of that for private investors is drastic.  If you do it 

once, every time an investor looks at a project he will question whether that tariff will 

hold during that period.  That was the worst aspect and was the biggest lesson learned 

regarding the setting of feed-in tariffs. 

 

MR KEINHORST:  From the point of view of pure economic theory, these feed-in 

tariffs are not the first choice.  For economic efficiency, it would be better to have this 

other system, to say ten per cent renewable energies and find the best way to achieve 

it, the most cost-efficient way.  Nevertheless, practice in Germany has shown that 

starting with these feed-in tariffs created an incentive system which was followed by a 

dramatic increase in investments in this area, generating economies of scale we did 

not expect in advance.  Therefore, at least from this front runner position, we can see 

now the advantage of this feed-in system but I do not think you can copy it 

everywhere.  You should copy it; it is our experience and we recommend it, but on the 

other hand, you have to guarantee that the costs of the system do not go up 
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dramatically, as is now the case in Germany.  You have to limit the size of the 

subsidies for these systems, as I mentioned, at the initial stage, to come in with such 

new instruments.  It is very important to have a framework which allows investors – 

and that is your point – so that they can calculate, and this is what we did.  It would be 

the wrong conclusion when it costs too much to reduce the tariffs in a way which was 

not foreseen by investors and then you have this crack and investments go down.  

That would be the recommendation, to take this into consideration.   

 

I mentioned that we are consulting with Kazakhstan to set up such a feed-in tariff for 

solar energy and we are convinced this is the right approach, but you have to take into 

account the costs of the system. 

 

THE MODERATOR:  One final question? 

 

A SPEAKER:  Thank you for the excellent presentations.  I am from the EBRD 

Agribusiness Department, originally from Kazakhstan.  My question is: what are the 

priority areas in Kazakhstan for green investment and what can the government do to 

facilitate those investments in Kazakhstan? 

 

MR YAYIKOGLU:  The first, obviously, is the renewable energy law, which I 

understand is in draft form, and we can hear from the Deputy Minister on that.  

Second, permitting.  You can have a very good law but if the permitting is too 

convoluted, it makes the development of such investments very slow or very 

complicated.  Permitting, in my view, is as important as the bye-laws which regulate 

how the permitting happens.  That is extremely important.  Thirdly, the rules for grid 

connection, which is part of permitting but it is a specific area.  The focus on the grid 

and the investment requirements by the government, as well as how one can access 

the grid, is usually a huge bottleneck in many countries.  Those three areas are crucial 

for efficient investment in the region in this sector. 

 

MR ASHIMOV:  In our opinion, the priority areas for investments are an increase in 

energy efficiency, so all projects which are related to this problem – because it is a 

real problem for us; our energy efficiency is much lower than the world average and 

we must do something about that.  The next priority is waste management, which has 
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also to do with decreasing gas emissions.  It is one of the biggest problems in our 

country.  In order to facilitate investment in this and other areas related to the green 

economy, the government is working on mechanisms to make these areas more 

attractive for foreign investors but, as I mentioned, we are at the beginning of the 

path, so we have a lot to do in this direction, but we will do it. 

 

THE MODERATOR:  Thank you.  Before I close the session, let me ask each speaker 

to make a final quick comment. 

 

MR GE:  I hope Kazakhstan will follow a low carbon economy path, and maybe 

Kazakhstan and China could collaborate in ETS design or research, all kinds of 

things, and become a linked market. 

 

MR ASHIMOV:  As I have said already, I would like to confirm our commitment to 

this path.  We are open to co-operation with our foreign partners, especially taking 

into account our lack of expertise in this country. 

 

MR KEINHORST:  I would like to stress once again the importance of a legal and 

administrative framework which is favourable for all kinds of investment and in this 

way also for climate investment.  That is one point.  It has to be reliable, you have to 

secure investment security and transparency.  That is what is needed everywhere.  

Secondly, as far as the financing sector is concerned, you have to take into account 

the really big amount of funding you can expect over the next decades and, on the 

basis of the existing financial system, banking system, to increase absorption capacity 

and to build the basis for low carbon development.  I think those are the two most 

important points. 

 

MR YAYIKOGLU:  There is enough capital in this world to finance decarbonisation, 

and I think one should start from stopping polluting being free.  That is a very good 

start. 

 

THE MODERATOR:  Obviously, it is beyond my capacity to summarise the rich 

presentation and discussion in this session, but one thing that is certain is that we have 

noticed that weaving the magic carpet has started already in many countries.  That is a 
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summary of this session.  A transcript of these presentations will be posted on 

EBRD’s website following the Annual Meeting.  Let us give a big hand to our 

speakers. 

 

(Applause) 


