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Preface
A circular economy is an economy where the value of materials in the economy is maximised 

and maintained for as long as possible; the input of materials and their consumption is 

minimised; and the generation of waste is prevented and negative environmental impacts 

reduced throughout the life-cycle of materials.

The United Nations Environmental Assembly refers to a circular economy as a sustainable 

economic model, in which products and materials are designed in such a way that they can 

be reused, remanufactured, recycled or recovered and thus maintained in the economy for 

as long as possible, along with the resources of which they are made. A circular economy 

is one where the generation of waste, especially hazardous waste, is avoided or minimized, 

and greenhouse gas emissions are prevented or reduced.

The United Nations Economic Commission for Europe (UNECE), one of the United Nations 

five Regional Economic Commissions, has taken important steps to advance the transition 

to a more circular economy. In April 2021, at its 69th Session, UNECE requested its relevant 

Sectoral Committees and bodies to scale up their efforts to promote circular economy 

approaches and the sustainable use of natural resources. It also requested to consider how 

to enhance the impact of relevant existing UNECE instruments, including by proposing ways 

to identify, assess and fill gaps in governance and good practices (E/ECE/1494).

Over the last two years, the UNECE secretariat has responded to this request and worked 

to integrate the circular economy approach in the full scope of its relevant activity streams. 

Among others, this includes exploring the roles that financial institutions and instruments 

can play to accelerate the transition to circularity.

This policy paper discusses the role of selected financial products that, given the proper 

institutional settings, could act as enablers for circular economy transitions. It covers both 

public and private sources of finance, including public-private partnership. It describes 

the relevance of novel debt instruments (such as green bonds, transition bonds, sustain-

ability-linked loans, amongst others) as well as new forms of investments that can foster 

sustainability (e.g. impact investing, blended finance).  The goal is to provide a roadmap 

for policy makers willing to map all available financial resources that could be leveraged 

to finance the transition to circularity. The study also summarizes the conditions that are 

needed for creating an enabling policy environment and offers policy recommendations 

for institutional reforms on the way forward. 

I am confident that the guidance provided will contribute to the implementation of the 

Addis Ababa Action Agenda to align financing flows and policies with economic, social, and 

environmental priorities, especially in developing countries and countries with economies 

in transition.

Elisabeth Türk

Director, Economic Cooperation and Trade

UNECE
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Executive Summary
A circular economy requires substantial public and private investment in hard and soft 

infrastructure, better technologies and processes for production, consumption and recy-

cling. Although ample global liquidity is available and investors remain eager to finance 

innovation across the world, businesses and governments are also exploring new ways of 

financing circularity. 

According to the UNEP Finance Initiative, circular economy finance can be defined as “any 

type of instrument in which the investments will be applied exclusively to finance, re-finance, 

invest in or insure in part or in full, new and/or existing eligible companies or projects that 

advance the circularity of our economies.”1 

Among the multitude of financial instruments, there are several types that can support the 

circular economy transition. This UNECE paper provides a short overview of: 

•	 Green bonds and transition/sustainable bonds 

•	 Sustainability-linked loans and sustainability-linked bonds 

•	 Impact investing by the private sector for the SDGs 

•	 Blended finance 

•	 Public-private partnerships 

Also, multilateral or regional development banks can help shift towards circularity. This 

UNECE paper provides a brief overview of programs funded by the European Bank for 

Reconstruction and Development (EBRD), the European Investment Bank (EIB), the Asian 

Development Bank (ADB), and the European Union (EU).

The use of these instruments requires addressing a number of cross-cutting issues. Prime 

among them is dealing with the perception that circular economy business models are 

models of high risk. Policy makers need to facilitate the de-risking of circular economy 

investment in priority areas, including by combining private and public finance. Adequately 

dealing with risk can help remove first-mover risks and enable the uptake of technologies 

that have a low market penetration rate. More broadly, it can be a catalyst highlighting the 

emerging gainful opportunities for investors.

The paper also discusses a number of other questions that arise when aiming to mobilize 

finance for the circular economy transition. There are, for example, questions about pos-

sible circular economy strategies for investors to foster better understand environmental, 

policy, reputation and trade-related risks, and questions about whether new Environmental, 

Social, Governance (ESG) aspirations (such as circular economy aspirations) are part of the 

fiduciary duty of money managers acting on behalf of their beneficiaries. Questions about 

measurement, including news ESG metrics, are relevant on both occasions. 

Attention also needs to be given to achieving synergies between different policy areas, e.g. 

by aligning the financing of climate and circular economy transition agendas, as both policy 

areas address the question of how to modernize the economy around environmentally safe 

consumption and production methods, in line with SDG 12.

1	 United Nations Environment Programme – Finance Initiative, Financing Circularity: Demystifying Finance for Circular 
Economies (2020). 
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Finally, the paper offers a number of conclusions and recommendations that can help low 

and middle-income countries, including UNECE’s 17 programme countries, to overcome 

some of the barriers in mobilizing financing for the circular economy transition. These include: 

•	 Promoting circular economy finance instruments: 

•	 Increase the availability of innovative finance tools and products for the 

circular economy 

•	 Increase risk sharing, including through blended finance instruments

•	 Increase awareness and provide technical support for the use of circular 

economy finance instruments 

•	 Making national regulatory and policy framework conducive for circular economy 

finance: 

•	 Des-risk circular economy investment in national priority sectors 

•	 Integrate the circular economy in national green policies and roadmaps 

•	 Align climate and circular economy transition agendas 

•	 Maximizing synergies with other regional and international policy initiatives and fora: 

•	 Cooperate with key players such as the EU 

•	 Benefit from available programs from regional and multilateral development 

banks 

•	 Place circular economy finance in the context of the United Nations SDG and 

climate financing frameworks 
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Chapter 1

CIRCULAR ECONOMY 
FINANCE: DEFINITION  
AND FRAMEWORKS

Introduction
What is circular economy finance? There is no single definition; instead, definitions are being 

elaborated as service offerings and business models evolve. According to the UNEP Finance 

Initiative, “financing for circularity covers any type of financial service where money is exclu-

sively used to finance, re-finance, invest in or insure in part or in full, new and/or existing 

companies or projects that advance the circularity of our economies.”2

As part of upcoming mandatory standards in the EU for sustainability reporting, the “9R” 

framework is increasingly used by financial institutions and companies active in the EU to 

identify and classify the wide range of circular practices in business and related socioeco-

nomic activities that contribute to resource efficiency, resource recovery and the gradual 

transition to a circular economy. The collective goal of the nine behaviours in the framework 

is to contribute to the transition to a circular economy. Greater adoption of these and other 

circularity behaviours in economies is the key to the circular transition. The 9R circularity 

strategies within the production chain, in order of priority, appear in Figure 1.

Financial institutions need to earmark the money that goes to companies and projects that 

promote a circular economy by executing one or more of the 9 Rs, with the requirement 

that each initiative be underpinned by enhanced resource use efficiency. In this regard, 

and in the absence of a suitable scoring system for the circular economy that accounts for 

ESG aspects, a minimum requirement is to undertake a holistic life-cycle assessment – i.e., 

incorporating environmental, societal, and financial aspects – for each initiative and then 

review and update it throughout the life of the project. 

 

2	 United Nations Environment Programme – Finance Initiative, Financing Circularity: Demystifying Finance for Circular 
Economies (2020). 



11

Chapter 1
Circular economy finance: definition and frameworks

Circular STEP
Accelerating the Transition Towards a Circular Economy in the UNECE Region: 
Mobilizing Financing

Figure 1 Circularity strategies within the production chain, in order of priority

CIRCULAR 
ECONOMY

Smarter  

product  

use and 

manufacture

R0 Refuse
Make product redundant by abandoning 

its function or by offering the same 

function with a radically different product

R1 Rethink
Make product use more intensive (e.g. 

through sharing products or putting 

multifunctional products on the market)

INCREASING 
CIRCULARITY

R2 Reduce
Improve efficiency in product 

manufacture or use by consuming fewer 

natural resources and materials

Extended 

lifespan  

of products  

and their parts

R3 Reuse
Enable reuse by another consumer of 

discarded products that are still in good 

condition and fulfil their original functions

Rule of Thumb:

Higher level  

of circularity 

=

Fewer natural  

resources used  

and lower  

environmental pressure

R4 Repair
Repair and maintain defective products 

so they can be used with their original 

function

R5 Refurbish
Restore old products and bring them  

up to date

R6 Remanufacture
Use parts of discarded products  

in a new product with the same function

LINEAR  
ECONOMY

R7 Repurpose
Use discarded products or their parts  

in a new product with a different function

Useful 

application  

of material

R8 Recycle
Process materials to obtain the same  

(high grade) or lower (low grade) quality

R9 Recover
Incinerate materials and recover 

embodied energy

Source: Elaborated by the authors based on PBL, «Circular Economy: Measuring Innovation in the Product Chain», 2017. Available at https://www.researchgate.net/
publication/319314335_Circular_Economy_Measuring_innovation_in_the_product_chain

https://www.researchgate.net/publication/319314335_Circular_Economy_Measuring_innovation_in_the_product_chain
https://www.researchgate.net/publication/319314335_Circular_Economy_Measuring_innovation_in_the_product_chain
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Examples of potential projects that may warrant funding include the following:

•	 Designing out waste in early stages: circular design and production focused on 

reducing the loss of material and resources, preferably when products and services 

are still on the drawing table, improving efficiency, durability, functionality, mod-

ularity, upgradability, easy disassembly, and repair; materials that are recyclable or 

compostable and process technology that supports waste reduction.

•	 Waste management focused on value and resources recovery: separate col-

lection and reverse logistics of waste, value retention of redundant products, parts, 

and materials, including value recovery from biomass waste and residues as food, 

feed, nutrients, fertilizers, biobased materials, or chemical feedstock, as well as reuse 

and/or recycling of wastewater.

•	 Building for disassembly that promotes longevity: creating products, equip-

ment, or facilities that can be disassembled and their component parts repurposed, 

remanufactured, refurbished, repaired, reused such that their functional life is extended 

or the facility or system to which they belong may be extended.

•	 Digital apps and services that promote circular economy practices: waste 

reduction, reuse, repair, refurbishing, repurposing, and remanufacturing of end-of-life 

or redundant products and any type of asset with a product-as-a-service, reuse or 

sharing model that requires a digital backbone to function properly, service models 

based on short-term leasing, pay-per-use, subscription, or deposit return schemes 

that improve the traceability of assets and resources.

To these are added, among many others, policies in the field of land restoration and reha-

bilitation of degraded land, to return land and soil to a useful state; or policies that support 

provision of expert knowledge of the circular economy: intellectual property, inventions, 

patents, advice and tools, marketplaces and enabling services for other circular economy 

business models. 

Recent developments  
in the European Union
Policy in the EU is a major driver for the development of new instruments and funds for 

circular economy finance. Key policy frameworks include the Circular Economy Action 

Plan for a Cleaner and More Competitive Europe,3 a comprehensive body of legislative and 

non-legislative actions adopted in 2015 with the aim of transitioning the European economy 

from a linear to a circular model. The plan mapped out 54 actions, as well as 4 legislative 

proposals on waste. In March 2020, the European Commission adopted an updated version 

of the Action Plan. It includes measures to mobilize private financing in support of the 

circular economy and proposes the launch of a global circular economy alliance to explore 

starting a discussion on a possible international agreement on measuring natural resources.

3	 European Commission, “Circular economy action plan: For a cleaner and more competitive Europe”.  
Available at https://ec.europa.eu/environment/circular-economy/pdf/new_circular_economy_action_plan.pdf. 

https://ec.europa.eu/environment/circular-economy/pdf/new_circular_economy_action_plan.pdf
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In addition, the EU Taxonomy or EU Sustainable Finance Taxonomy4 is important for the 

financial sector and the circular economy in UNECE countries, as it has the power to steer 

money towards the circular economy transition. The EU Taxonomy is a classification system 

that sets performance thresholds for sustainable economic activities. The system is one of 

the first steps under the EU Action Plan for financing sustainable growth.5 The plan aims to 

mobilize finance for the transition to a low-carbon, resilient and resource-efficient economy 

by providing technical screening criteria. These non-financial criteria will help investors, 

companies, issuers, and project promoters to better understand the socioeconomic effects 

of their financial activities.

The EU taxonomy for banking and finance asks financial institutions to apply to investment 

projects the “do no significant harm” principle6 for six environmental objectives: climate 

change mitigation, climate change adaptation, sustainable use and protection of water and 

marine resources, transition to a circular economy, waste prevention and recycling, pollu-

tion prevention and control, and protection of healthy ecosystems. It requires projects to 

“substantially contribute” to at least one environmental objective and to “do no significant 

harm” to any of the other environmental objectives. 

The first two objectives have passed into EU law. The remaining ones including the circular 

economy transition itself are expected to pass into EU law by 2023. For the circular economy, 

the issue will be whether the objectives can be treated in isolation. The taxonomy asks insti-

tutions to report on significantly positive contributions to all six environmental objectives, 

of which the circular economy is one and tied into the other five. Companies subject to 

disclosure requirements under the revised EU Non-Financial Reporting Directive, including 

large banks and insurers, will need to make disclosures with reference to the taxonomy. Once 

the objectives pass into law, more financial instruments can be issued that comply with the 

EU Taxonomy, enlarging the pool of money available for the transition to a circular economy.

A growing number of sustainable finance instruments can be used to support circularity 

and include it as a non-financial criterion (figure 2). For instance, green bonds have already 

been used as tools to finance low-carbon solutions considering climate finance; they can be 

extended for circular economy finance. All bonds share common principles and mechanisms, 

as do all listings requirements and exchange-traded funds. These instruments are relevant 

for financing circular activities, after they are adjusted to deliver the intended impact on 

circular use of resources.

4	 Abnett, K., and Jessop, S., “Explainer: What is the EU’s sustainable finance taxonomy?”, Reuters, 6 July 2022, https://
www.reuters.com/business/sustainable-business/what-is-eus-sustainable-finance-taxonomy-2022-02-03.

5	 European Commission, “Renewed sustainable finance strategy and implementation of the action plan 
on financing sustainable growth”, 5 August 2020. Available at https://ec.europa.eu/info/publications/
sustainable-finance-renewed-strategy_en.

6	 European Commission, “FAQ: What is the EU Taxonomy and how will it work in practice?” Available at 
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/
sustainable-finance-taxonomy-faq_en.pdf.

https://www.reuters.com/business/sustainable-business/what-is-eus-sustainable-finance-taxonomy-2022-02-03
https://www.reuters.com/business/sustainable-business/what-is-eus-sustainable-finance-taxonomy-2022-02-03
https://ec.europa.eu/info/publications/sustainable-finance-renewed-strategy_en
https://ec.europa.eu/info/publications/sustainable-finance-renewed-strategy_en
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-faq_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-faq_en.pdf
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Figure 2 Sustainable finance instruments supporting circularity

Sustainable Finance 
Instruments

Relevance for  
the Circular Economy

USE OF PROCEEDS FOR:

Green bonds

•	 Waste reduction, recycling and management

•	 Resource efficiency

•	 Eco-efficient products

•	 Pollution prevention and control

Transition bonds
•	 Decarbonization of emission intensive industries

•	 Resource and energy efficiency improvements  

(e.g. for cement, metals and glass sectors)

Sustainability-linked 
loans (SSLs)  

and bonds (SSBs)

•	 Align KPIs with circular economy principles

•	 Various sectors, e.g. energy and utilities,  

fashion and textiles, pulp and paper products  

and pharmaceuticals

ESG investing •	 ESG metrics that relate to resource efficiency and 

material use reduction, e.g. GRI 306: WASTE 2020

Source: Elaborated by the UNECE Secretariat, based on Schröder, P., and Raes, J., “Financing an inclusive circular economy”, Chatham House Research Paper, 2021. 
Available at: https://www.chathamhouse.org/2021/07/financing-inclusive-circular-economy.

https://www.chathamhouse.org/2021/07/financing-inclusive-circular-economy
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Chapter 2

FINANCIAL INSTRUMENTS 
SUPPORTING THE CIRCULAR 
ECONOMY: SELECTED 
EXAMPLES

Green bonds and  
transition/sustainable bonds
Green bonds differ from regular bonds in that they also have non-financial “use of proceeds” 

clauses. Financial incentives can be linked to successful outcomes, but it is crucial that the 

money (the proceeds of the bond issue) goes to assets and projects that contribute to the 

green goal of the bond. Use-of-proceeds financing that focuses on resource efficiency and 

circularity is a useful financial instrument for moving towards a circular economy.

In the public space, the EIB is one of the largest emitters of green bonds.7 The use of proceeds 

for a concrete socioeconomic goal is a key approach for the EIB, to ensure green results. In 

early 2022, the EIB issued a guarantee agreement through which the European Commission 

will support up to €26.7 billion of EIB financial operations, to enable public investment in 

sectors such as clean energy (SDG 7), digital and transport infrastructure (SDG 11), health 

(SDG 3) and education (SDG 4) over the next seven years. This guarantee agreement focuses 

on the Western Balkans and the Southern and Eastern Neighborhoods regions.8 Similarly, 

the EBRD has issued €8 billion in green bonds, split as €5.5 billion in 97 transactions as 

environmental sustainability bonds, €1.2 billion in 12 transactions as climate resilience 

bonds, and €1.3 billion in 15 transactions as green transition bonds.9 The terms “green 

bond”, “transition bond” and “sustainability bond” are to a great degree interchangeable. 

To clearly understand the difference between various issues of a bond, investors will need 

to read the bond prospectus. The bond prospectus contains detailed information about 

the issuer and the financial and economic activities, including any specific risk mitigation 

factors that lower or eliminate environmental risks. To determine the impact of the bond, 

the underlying non-financial criteria need to be well scrutinized.

7	 European Investment Bank, “15 years of EIB green bonds: leading sustainable investment 
from niche to mainstream”, 5 July 2022. Available at https://www.eib.org/en/press/
all/2022-308-15-years-of-eib-green-bonds-leading-sustainable-investment-from-niche-to-mainstream.

8	 European Commission, “European Commission and EIB signed an agreement to enable further investments worldwide”, 
10 May 2022. Available at https://ec.europa.eu/commission/presscorner/detail/en/IP_22_2870.

9	 European Bank for Reconstruction and Development, “EBRD’s Green Bond Issuance”. Available at https://www.ebrd.com/
work-with-us/sri/green-bond-issuance.html and https://www.ebrd.com/focus-on-environment.pdf.

https://www.eib.org/en/press/all/2022-308-15-years-of-eib-green-bonds-leading-sustainable-investment-from-niche-to-mainstream
https://www.eib.org/en/press/all/2022-308-15-years-of-eib-green-bonds-leading-sustainable-investment-from-niche-to-mainstream
https://ec.europa.eu/commission/presscorner/detail/en/IP_22_2870
https://www.ebrd.com/work-with-us/sri/green-bond-issuance.html
https://www.ebrd.com/work-with-us/sri/green-bond-issuance.html
https://www.ebrd.com/focus-on-environment.pdf
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Green bonds can be structured with a use-of-proceeds clause around the theme of the 

circular economy. Contribution to the progress of the circular economy can be described by 

various metrics: resource loss avoided; greater resource efficiency; waste streams avoided due 

to cleaner production, including emissions avoided to air, soil, or water; tonnage of secondary 

(recycled and reused) materials used; and decrease of illness and loss of life due to improved 

safety by reduction or replacement of hazardous materials and/or dangerous chemicals.10

While green bonds can support the circular economy, they have not typically focused on 

doing so before now. They are held back by the fact that they may cover only a portion of 

a company’s activities. Sustainability-linked bonds, with appropriate key performance indi-

cators (KPIs), can be more appropriate as they take a view of the sustainable performance 

of the entire company.

For these systems and the associated metrics to work properly, there needs to be a reliable 

and comprehensive system for monitoring embedded efficiency. To reduce the risk of 

adverse effects on resource efficiency, a holistic life-cycle assessment is needed, one that 

is updated as the projects underlying the financial bond make progress.

In the private sector, an exemplary sustainability bond linked to the circular economy11 ...was 

issued by the Banca Intesa San Paolo of Italy at the end of 2019. With a €5 billion credit facil-

ity, the bond funds projects, and businesses that support the circular economy transition. 

The bank included in its bond framework the following circular economy categories for 

the use of proceeds of the bond: solutions for lifetime extension of goods and materials; 

regeneration of natural capital (e.g. restoration of degraded soils); circular design focused on 

waste and pollution reduction; production processes producing or dependent on recycled 

resources; resource efficiency in the supply chain; reverse logistics; collection, separation 

and recycling of used materials; and innovative technologies to enable circular business 

models. This last category includes information technology solutions that improve resource 

traceability and provide circular economy marketplaces. Examples of associated metrics are 

the amount of waste reprocessed and used as a circular input, the amount or percentage 

increase of biobased and/or recycled materials used, the amount of food waste prevented 

and the amount of recyclable and/or compostable goods produced. Orders reached over 

€3.5 billion. Banca Intesa Sanpaolo placed €750 million of bonds at a fixed rate of 0.75 per 

cent, with a five-year maturity. Box 1 describes some green bonds issued in countries with 

economies in transition.

In 2019, the Climate Bonds Initiative published updated waste management criteria for green 

bonds, and made them available as a climate bonds standard.12 These criteria apply to assets 

and projects related to the following aspects of waste treatment: collection infrastructure, 

containers, sorting to separate recyclables, processing into secondary raw materials, repair, 

10	 International Capital Market Association, “Green, social and sustainability bonds: A high-level mapping to the Sustainable 
Development Goals”, June 2019. Available at https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/
June-2019/Mapping-SDGs-to-Green-Social-and-Sustainability-Bonds06-2019-100619.pdf.

11	 Ellen MacArthur Foundation, “Embracing the circular economy at Italy’s largest bank: Intesa 
Sanpaolo”, 2007. Available at https://ellenmacarthurfoundation.org/circular-examples/
embracing-the-circular-economy-at-italys-largest-bank-intesa-sanpaolo.

12	 Climate Bonds Initiative, “Waste management criteria: The Climate Bonds Standard and Certification Scheme’s waste 
management criteria”, December 2019. Available at https://www.climatebonds.net/files/files/standards/Waste%20
Management/Crit%20Waste%20Management%20Criteria.pdf.

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2019/Mapping-SDGs-to-Green-Social-and-Sustainability-Bonds06-2019-100619.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2019/Mapping-SDGs-to-Green-Social-and-Sustainability-Bonds06-2019-100619.pdf
https://ellenmacarthurfoundation.org/circular-examples/embracing-the-circular-economy-at-italys-largest-bank-intesa-sanpaolo
https://ellenmacarthurfoundation.org/circular-examples/embracing-the-circular-economy-at-italys-largest-bank-intesa-sanpaolo
https://www.climatebonds.net/files/files/standards/Waste%20Management/Crit%20Waste%20Management%20Criteria.pdf
https://www.climatebonds.net/files/files/standards/Waste%20Management/Crit%20Waste%20Management%20Criteria.pdf
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composting, anaerobic digestion of organic waste, thermal treatment with energy recovery 

of residual waste, and installation of gas recovery systems for landfill sites. 

The criteria can be customized to address food waste. An example of a food waste reduction 

bond was issued by the World Bank,13 which in 2019 launched the first Sustainable Devel-

opment Bond to raise awareness of food loss and waste. It raised equivalent of $2 billion 

through the issue of 25 sustainable development bonds in 10 currencies. The proceeds will 

be used to finance assets and projects that combat food loss and waste.14

Box 1 Green bonds in UNECE member States

In Kazakhstan, green bonds are a new approach to sustainable finance. The Astana International Financial 

Centre introduced definitions of green finance, green bonds, green loans, green projects, and green taxonomy 

for the Environmental Code in 2021. At the end of that year, the Government adopted the “Taxonomy of Green 

Projects to Be Financed through Green Bonds and Green Loans”. Kazakhstan’s green bonds are linked to the 

country’s National Project on Entrepreneurship Development for 2021–2025. 

(Source: https://www.greenfinanceplatform.org/blog/snapshot-kazakhstans-sustainable-finance-market.)

Serbia was the first Western Balkans country to issue a green bond. In September 2021, it successfully issued 

€1 billion in its first sale of green bonds in the international market, after adopting the necessary legal frame-

work, which was produced in accordance with the standards of the International Capital Markets Association. 

The bond, which had a seven-year maturity and 1 per cent annual coupon security, was oversubscribed by 

more than three times. The proceeds of the green bond issue will be invested in the rail and subway network, 

sewerage, water and wastewater processing, flood protection, biodiversity protection, pollution prevention 

and control, and waste management as well as to provide support for energy efficiency measures and the 

installation of rooftop solar panels. 

(Source: https ://balkangreenenergynews.com/serbia-raises-eur-1-billion-in-its-first-green-bond-auction/) 

The Republic of Türkiye has implemented a framework for sovereign green bonds but has not yet moved 

to issuing such bonds. In November 2021, the country’s Capital Market Board published a draft guide on 

green bonds and green lease certificates. The objective was to enable the issuance of green bonds and green 

lease certificates in the Turkish capital market in order to strengthen investor confidence in transparency and 

external verification and diversify investment opportunities in projects that contribute to sustainable devel-

opment. The guide includes a range of projects that are relevant for the circular economy transition, including 

pollution prevention and control; sustainable water and wastewater management; and products, production 

technologies and processes that are eco-efficient or adapted to the circular economy.

(Source : Turkeys CMB to issue more green bonds and green lease certificates (cms-lawnow.com)

Source: Elaborated by the authors and the UNECE Secretariat.

13	 World Bank, “World Bank and Folksam Group join global call to action on food loss and waste”, 
20 March 2019. Available at https://www.worldbank.org/en/news/press-release/2019/03/20/
world-bank-and-folksam-group-join-global-call-to-action-on-food-loss-and-waste.

14	 Ibid.

https://www
https://balkangreenenergynews.com/serbia-raises-eur-1-billion-in-its-first-green-bond-auction/
https://www.cms-lawnow.com/ealerts/2021/12/turkeys-cmb-to-issue-more-green-bonds-and-green-lease-certificates ?cc_lang=en
https://www.worldbank.org/en/news/press-release/2019/03/20/world-bank-and-folksam-group-join-global-call-to-action-on-food-loss-and-waste
https://www.worldbank.org/en/news/press-release/2019/03/20/world-bank-and-folksam-group-join-global-call-to-action-on-food-loss-and-waste
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Sustainability-linked loans  
and sustainability-linked bonds
Sustainability-linked loans (SLLs) and sustainability-linked bonds (SLBs) focus on companies 

that improve their environmental and social performance. These instruments have gained 

popularity in the financial sector.15 In comparison to green and transition bonds, which 

are strongly linked to financing environmental and sustainable projects, SLLs and SLBs 

give more flexibility to the borrower or bond issuer to spend the capital for organizational 

sustainability purposes.

The terms and conditions of an SLL or SLB can address the entirety of the GHG emissions 

(Scope 1,2 and 3) of an organization. An SLL or SLB can contain metrics that involve reduction 

of carbon intensity or of absolute carbon emissions of the organization as a whole. SLLs and 

SLBs cover a whole range of KPIs that refer to the sustainability policy and environmental risk 

appetite of the issuer. In setting up the financial instrument, these KPIs can be aligned with 

circular economy principles (e.g., number of metric tons of material recovered, percentage 

usage of secondary materials). 

Since September 2020, SLBs have been issued across a variety of sectors including energy 

utilities, fashion, cosmetics, agriculture, pulp and paper products, and pharmaceuticals.16 

They have a voluntary mechanism for reporting progress on sustainable KPIs to stakeholders 

and investors, mostly through the regulatory, integrated or sustainability reporting cycles 

and not specifically attached to the financial instrument, as is the case with green bonds. 

Some regulators and policymakers, together with stock exchanges, have imposed manda-

tory environmental and sustainability reporting obligations for listed companies that raise 

capital through those stock exchanges.17 In this way, growth in the quantity and quality of 

sustainability reports supports the growth of SLLs and SLBs. Over time SLL and SLB issues 

have grown towards the amount of $400 billion on an annual basis. This success means that 

the pressure for transparency from responsible investors is mounting. There is a push in the 

financial sector for clear and validated KPIs in SLB and SLL contracts, preferably verified and 

audited by second parties.18

15	 S&P Global Market Intelligence, “Sustainability-linked loan supply outpaces green bonds and loans amid US surge”, 
27 July 2021. Available at https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/
sustainability-linked-loan-supply-outpaces-green-bonds-and-loans-amid-us-surge-65569374.

16	 Sustainalytics, “L’Oreal sustainability-linked financing framework”, 16 March 2022. Available at https://web.archive.
org/web/20220809210736/https:/www2.deloitte.com/cn/en/pages/hot-topics/topics/climate-and-sustainability/
dcca/thought-leadership/sustainability-linked-finance.html; https://www.pradagroup.com/en/news-media/news-
section/prada-signs-sustainability-linked-loan.html; https://www.loreal-finance.com/system/files/2022-03/2022%20
L%27Oreal%20Sustainability-Linked%20Financing%20Framework%20Second-Party%20Opinion_0.pdf; https://www.
energy.gov/sites/prod/files/2020/07/f76/ssl-agriculture-jun2020.pdf.

17	 United Nations Conference on Trade and Development, Best Practice Guidance for Policymakers and Stock Exchanges 
on Sustainability Reporting Initiatives, 2014. Available at https://sseinitiative.org/wp-content/uploads/2019/12/Best-
practice-guide_English.pdf.

18	 Sustainalytics, “Helping issuers bring green, social and sustainability bonds to market”. Available at https://www.
sustainalytics.com/corporate-solutions/sustainable-finance-and-lending/second-party-opinions#:~:text=A%20
second-party%20opinion%20%28SPO%29%20from%20Sustainalytics%20provides%20investors,market%20
practices%20and%20expectations%20from%20the%20investment%20community. 

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/sustainability-linked-loan-supply-outpaces-green-bonds-and-loans-amid-us-surge-65569374
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/sustainability-linked-loan-supply-outpaces-green-bonds-and-loans-amid-us-surge-65569374
https://web.archive.org/web/20220809210736/https:/www2.deloitte.com/cn/en/pages/hot-topics/topics/climate-and-sustainability/dcca/thought-leadership/sustainability-linked-finance.html
https://web.archive.org/web/20220809210736/https:/www2.deloitte.com/cn/en/pages/hot-topics/topics/climate-and-sustainability/dcca/thought-leadership/sustainability-linked-finance.html
https://web.archive.org/web/20220809210736/https:/www2.deloitte.com/cn/en/pages/hot-topics/topics/climate-and-sustainability/dcca/thought-leadership/sustainability-linked-finance.html
https://www.pradagroup.com/en/news-media/news-section/prada-signs-sustainability-linked-loan.html
https://www.pradagroup.com/en/news-media/news-section/prada-signs-sustainability-linked-loan.html
https://www.loreal-finance.com/system/files/2022-03/2022 L%27Oreal Sustainability-Linked Financing Framework Second-Party Opinion_0.pdf
https://www.loreal-finance.com/system/files/2022-03/2022 L%27Oreal Sustainability-Linked Financing Framework Second-Party Opinion_0.pdf
https://www.energy.gov/sites/prod/files/2020/07/f76/ssl-agriculture-jun2020.pdf
https://www.energy.gov/sites/prod/files/2020/07/f76/ssl-agriculture-jun2020.pdf
https://sseinitiative.org/wp-content/uploads/2019/12/Best-practice-guide_English.pdf
https://sseinitiative.org/wp-content/uploads/2019/12/Best-practice-guide_English.pdf
https://www.sustainalytics.com/corporate-solutions/sustainable-finance-and-lending/second-party-opinions#:~:text=A%20second-party%20opinion%20%28SPO%29%20from%20Sustainalytics%20provides%20investors,market%20practices%20and%20expectations%20from%20the%20i
https://www.sustainalytics.com/corporate-solutions/sustainable-finance-and-lending/second-party-opinions#:~:text=A%20second-party%20opinion%20%28SPO%29%20from%20Sustainalytics%20provides%20investors,market%20practices%20and%20expectations%20from%20the%20i
https://www.sustainalytics.com/corporate-solutions/sustainable-finance-and-lending/second-party-opinions#:~:text=A%20second-party%20opinion%20%28SPO%29%20from%20Sustainalytics%20provides%20investors,market%20practices%20and%20expectations%20from%20the%20i
https://www.sustainalytics.com/corporate-solutions/sustainable-finance-and-lending/second-party-opinions#:~:text=A%20second-party%20opinion%20%28SPO%29%20from%20Sustainalytics%20provides%20investors,market%20practices%20and%20expectations%20from%20the%20i
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Impact investing by the private sector  
for the SDGs
Impact investors are a growing investment community that focuses on the potential to 

generate positive social, environmental, and cultural effects alongside a financial return. It 

is a type of private sector investment, typically in low- and middle-income countries, that 

aims to improve environmental or social outcomes. Impact investors are willing to accept a 

below-market rate of return and often lower liquidity since their focus is on making a mea-

surable, positive social or environmental impact in addition to realizing a financial return. 

Impact investors voluntarily and intentionally accept the risk of low or no returns, in exchange 

for impact (e.g., better lives, better health, better education, less pollution, more circularity). 

Often impact investments are part of a broadly diversified portfolio. Impact investing 

portfolios and fund-of-fund impact strategies are expanding, which shows that the pri-

vate sector – not just governments and philanthropic organizations – can contribute to 

raising capital to solve global challenges. Impact investment capital has an increasing role 

to play in achieving the SDGs. Impact investment is destined to grow, fueled by the desire 

of wealth management clients of financial institutions and pension funds to use (part of) 

their investments for a sustainable development impact.

The search for real-world positive impact is precisely what is driving clients of financial 

institutions towards responsible investment in line with sustainable development – away 

from traditional sectors, such as oil and gas, and into sectors that contribute to the envi-

ronment, including decarbonization strategies, renewable and distributed energy systems, 

electrification, and energy storage. This trend has been picking up momentum, and it will 

become increasingly important and ultimately necessary for promoters of public sector 

projects to address the ability to raise capital from the impact investment community when 

developing new projects.

The size of the global market for impact investing before the COVID-19 pandemic was esti-

mated to be on the order of $502 billion. Given its size and scope, impact investing has the 

power to be an important component in filling the SDG financing gap.” Circular economy 

solutions that receive public financing can contribute even more to the SDGs by smartly 

combining them with private capital originating from impact investments and SDG based 

lending mechanisms.

In fact, an increasing number of funds provide diversified access to impact investments 

that aim to achieve more transparent impact than regular ESG based approaches. Investing 

through an impact fund can provide the benefit of the fund managers’ expertise, along 

with concrete measures of investment or lending impact (e.g., decent jobs created, volume 

of water saved, health risks avoided). Investing in private companies directly offers some 

of the most immediate opportunities for impact as well. Just like investing in listed equity, 

investing private equity in companies enables one to directly allocate capital to companies 

that show the most positive impact; however, it has an inherently higher risk than funds 

and listed equity.19 Box 2 describes some examples of impact investments in countries with 

economies in transition.

19	 Impact Investing and Circular Economy Conference, “A guide to impact investing”, 2019, https://iiceconf.com/
wp-content/uploads/2019/12/IICE-Impact-Investing-Guide-.pdf. 

https://iiceconf.com/wp-content/uploads/2019/12/IICE-Impact-Investing-Guide-.pdf
https://iiceconf.com/wp-content/uploads/2019/12/IICE-Impact-Investing-Guide-.pdf
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Box 2 Impact investing in Central Asia

So far, Central Asia has not been a main market for impact investment funds, but new initiatives are emerging. 

One example is the Central Asia Impact Fund20, managed by AV Ventures and AV Frontiers, an investment 

management firm based in Bishkek, Kyrgyz Republic. AV Frontiers is co-owned by AV Ventures and the Kyrgyz 

financial institution Frontiers. As an evergreen blended-finance vehicle, the Fund aims to raise $30 million 

for follow-on regional funding for underserved SMEs and to support transformative changes in the regional 

economy. 

Another example is Gazelle Finance, which makes growth-stage investments to bridge the funding gap facing 

underserved SMEs in Europe and Asia, including increasing wages and employment and business oppor-

tunities for small farm holders. In 2016 Gazelle Finance established a $70 million fund to make growth-stage 

investments in underserved SMEs in the Eurasia region. The fund will invest in about 150 fast-growing SMEs 

in Armenia, Georgia, Kyrgyzstan and the Republic of Moldova, in the form of income participation loans and 

self-liquidating equity investments, ranging from $100,000 to $1 million per deal.21

Source: Elaborated by the authors and the UNECE Secretariat.

Blended finance
Another financing approach that may promote circular economy transition is the use of 

blended finance. Blended finance can be used as a de-risking approach for economy 

investments by removing or mitigating risk across various tranches of investment and/or 

de-risking certain aspects of the financing structure and thereby boosting investor con-

fidence. Blended-finance instruments can furthermore incorporate first loss guarantees, 

concessional capital, or overall guarantees to mitigate risk, or include the use of forms of 

risk insurance or technical assistance funds or design-stage grants to target specific areas 

of project development risk.22 

Blended-finance approaches have been used in the climate finance arena and at the national 

level (for example, by national development banks) for a number of years, so the approach is 

not new. Yet, in these approaches donor interest in official development assistance funds23 is 

growing. The emphasis is shifting from public–public blending to public–private blending.24 

20	 Available at https://www.acdivoca.org/av-ventures/central-asia-impact-fund. 

21	 Available at https://impactyield.com/funds/gazelle-fund-lp. 

22	 Oxford Reference, “First-loss guarantee”. Available at https://www.oxfordreference.com/view/10.1093/oi/
authority.20110803095820102; World Bank,  
“What you need to know about concessional finance for climate action”, 16 September 2021. Available at https://www.
worldbank.org/en/news/feature/2021/09/16/what-you-need-to-know-about-concessional-finance-for-climate-action; 
Convergence Blending Global Finance, “Blending with technical assistance”, February 2019. Available at https://assets.
ctfassets.net/4cgqlwde6qy0/3RZClckJliqSyQVy5zkxaT/d3154bf0a55836bd3ec26fb07258a913/Technical_Assistance_
Brief_vFinal.pdf.

23	 Organisation for Economic Co-operation and Development, “Official development assistance (ODA)”, 2020. Available at 
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-development-
assistance.htm.

24	 Samantha Attridge and Lars Engen, Blended Finance in the Poorest Countries: The Need for a Better Approach (ODI, April 
2019). Available at https://cdn.odi.org/media/documents/12666.pdf.

https://www.acdivoca.org/av-ventures/central-asia-impact-fund
https://impactyield.com/funds/gazelle-fund-lp
https://www.oxfordreference.com/view/10.1093/oi/authority.20110803095820102
https://www.oxfordreference.com/view/10.1093/oi/authority.20110803095820102
https://www.worldbank.org/en/news/feature/2021/09/16/what-you-need-to-know-about-concessional-finance-for-climate-action
https://www.worldbank.org/en/news/feature/2021/09/16/what-you-need-to-know-about-concessional-finance-for-climate-action
https://assets.ctfassets.net/4cgqlwde6qy0/3RZClckJliqSyQVy5zkxaT/d3154bf0a55836bd3ec26fb07258a913/Technical_Assistance_Brief_vFinal.pdf
https://assets.ctfassets.net/4cgqlwde6qy0/3RZClckJliqSyQVy5zkxaT/d3154bf0a55836bd3ec26fb07258a913/Technical_Assistance_Brief_vFinal.pdf
https://assets.ctfassets.net/4cgqlwde6qy0/3RZClckJliqSyQVy5zkxaT/d3154bf0a55836bd3ec26fb07258a913/Technical_Assistance_Brief_vFinal.pdf
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-development-assistance.htm
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-development-assistance.htm
https://cdn.odi.org/media/documents/12666.pdf
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Blended-finance mechanisms can attract private sector capital for circular economy projects 

in low- and middle-income countries.25 Thus, blended finance can overcome barriers in 

those countries that significantly add to risks and achieve real development impact. Blended 

finance can provide significant benefits to parties engaged in promoting development. An 

example of a blended-finance programme for circularity and development impact is the 

EBRD’s Circular Economy Regional Initiative (CERI) (for detail, see section 6). Box 3 describes 

some blended-finance approaches in countries with economies in transition.

Box 3 Blended-finance examples from UNECE member States

The Western Balkans Investment Framework (WBIF) is a blending platform that supports socioeconomic 

development and accession to the EU across the Western Balkans by providing finance and technical assis-

tance for strategic investments. It is a joint initiative of the EU, financial institutions, bilateral donors, and the 

governments of the countries in the Western Balkans. The WBIF provides financing and technical assistance 

to strategic investments in the energy, environment, social, transport and digital infrastructure sectors. It 

also supports private sector development initiatives. The Framework awards grants for infrastructure project 

preparation activities as well as for infrastructure investments, based on competitive procedures. The WBIF 

has allocated €1.4 billion in grants to Western Balkans beneficiaries, matched by €6.5 billion in signed loans for 

projects with a total estimated value of €22.4 billion. Waste management and wastewater treatment systems 

are key projects.26 Going forward, the circular economy will need to be integrated more prominently into the 

WBIF project portfolio.

An example of blended finance in Tajikistan is the Pamir Clean Energy PPP project, which leverages sustainable 

finance by a combined public-philanthropic injection of grants and equity in a below-investment-grade coun-

try. The solution was for the Swiss Government to supplement the low utility tariff. The Aga Khan Foundation 

provided the equity. The World Bank provided part of the debt, with the rest mobilized from private financial 

institutions. The Government of Tajikistan contributed by handing over the infrastructure and concessions 

for a period of 25 years.

As a result, the population in Pamir has access to clean, affordable, and reliable electricity to power a sustainable 

circular economy. The same services are also exported across the border to Afghanistan, to remote regions of 

that country where diesel-fueled generators were hitherto used to satisfy energy needs.27

Source: Elaborated by the authors and the UNECE Secretariat.

25	 United Nations Department of Economic and Social Affairs, “Effective blended finance in the era of COVID-19 recovery”, 
UN/DESA Policy Brief #100, 12 April 2021. Available at https://www.un.org/development/desa/dpad/publication/
un-desa-policy-brief-100-effective-blended-finance-in-the-era-of-covid-19-recovery.

26	 WBIF, “Investments”. Available at https://wbif.eu/wbif-projects.

27	 Oxfam, “Bringing clean energy and co-benefits to remote communities in Tajikistan and Afghanistan”, 4 February 2021, 
https://reliefweb.int/report/tajikistan/bringing-clean-energy-and-co-benefits-remote-communities-tajikistan-and.

https://www.un.org/development/desa/dpad/publication/un-desa-policy-brief-100-effective-blended-finance-in-the-era-of-covid-19-recovery
https://www.un.org/development/desa/dpad/publication/un-desa-policy-brief-100-effective-blended-finance-in-the-era-of-covid-19-recovery
https://wbif.eu/wbif-projects
https://reliefweb.int/report/tajikistan/bringing-clean-energy-and-co-benefits-remote-communities-tajikistan-and
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Public-Private Partnerships
PPPs are a project delivery tool employed by public entities that provide public infrastructure 

and/or public services through long-term contractual arrangements that typically involve 

the private partner financing the contemplated improvements and/or services in return for 

long term repayment by governments or users. In fact, they are sometimes considered as 

much a financing solution and style of tendering as they are a project delivery approach. 

Train lines, airports, ports, water treatment facilities, schools, courthouses, public office 

buildings and the like can all be delivered by way of PPPs. Though each project is different 

and varying degrees of design, construction, operation and/or maintenance may be under-

taken in each, the private financing aspect is an important motivation for governments as it 

can expand or preserve overall budgetary capacity while allowing them to address public 

infrastructure and service needs. 

Public procurement and public infrastructure and service delivery is a major component of 

economic activity in many countries. The built environment28 is now widely acknowledged 

to be responsible for upwards of 79 per cent of global greenhouse gases and is estimated to 

consume 60 per cent of the world’s materials. Therefore, the PPP projects that incorporate 

circular economy principles can be an important tool in achieving the circular economy 

transition. In fact, SDG 17 calls for promoting global partnerships and cooperation between 

public, private and civil society parties, so PPPs can be a useful vehicle for advancing all the 

SDG calls to action in addition to financing circular economy aspirations. 

Circular solutions for water management and sanitation infrastructure, in particular, are 

important in the SDG context, especially for water use in the agriculture sector in Central Asia.

UNECE developed the “PPP for the SDGs” approach, which promotes well-designed infra-

structure projects that put “people” and the “planet” at the core. The approach seeks to 

ensure people’s access and equity to public services, strengthen the economic effectiveness 

and fiscal sustainability of projects, improve environmental sustainability and resilience, 

showcase the viability and replicability of PPP projects, and demonstrate a project’s intent 

to be inclusive and engage with all stakeholders. The UNECE PPPs for the SDGs approach 

bring together the following five PPPs for the SDGs desirable outcomes. Box 4 describes 

the UNECE approach.

If successfully implemented, PPPs can foster investment in public infrastructure; lower costs 

of project construction, operation or maintenance; and have an overall positive effect on 

economic activity in a jurisdiction. By further incorporating circular economy concepts in 

a PPP’s design, tender, finance, construction, and long-term operation and maintenance, 

governments have the opportunity to embed much-needed circular economy approaches 

within public infrastructure and service delivery, in projects that can last in excess of 30 years.

Consequently, PPPs are a viable option for governments to further the circular economy tran-

sition through their own asset portfolio management, development and financing activity, 

by aligning their infrastructure policies, delivery strategies and desires towards maximizing 

circular economy outcomes. PPPs can further intentions to provide high-quality, efficient, 

public infrastructure that improves facility performance and public service delivery, all while 

incorporating the 9Rs of a circular economy. 

28	 “Built environment” refers to the human-made environment that provides the setting for human activity, ranging in scale 
from buildings to cities and beyond. See https://en.unesco.org/disaster-risk-reduction/built-environment.

https://en.unesco.org/disaster-risk-reduction/built-environment
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Box 4 UNECE PPPs for the SDGs approach

In furtherance of the SDGs and target 17.17 in particular, UNECE has developed “PPPs for the SDGs” approach 

that encourages PPPs to achieve not only the project objectives and value for money for the government, but 

also to further the SDGs by achieving value for people and for the planet. PPPs for the SDGs are thus designed 

to achieve public infrastructure and service needs and work toward the following five desirable outcomes:

1.	 Access and equity

2.	 Economic effectiveness and fiscal sustainability

3.	 Environmental sustainability and resilience

4.	 Replicability 

5.	 Stakeholder engagement

PPPs for the SDGs are thereby an enhanced model of PPPs, designed to implement the SDGs and be “fit for 

purpose”. In ensuring value for people and for the planet, this approach is designed to overcome some of the 

perceived weaknesses of both traditional procurement and traditional PPP models. 

UNECE has developed and published several materials to support the implementation of PPPs for the SDGs. 

Notably, it developed Guiding Principles on PPPs in Support of the SDGs29 in 2019 and a PPP Evaluation 

Methodology for the SDGs30 in 2021 to assist governments in assessing whether a PPP project meets the five 

desirable outcomes for the SDGs.

Source: UNECE Secretariat.

29	 UNECE (2019), “Guiding Principles on People-first Public-Private Partnerships in support of the United Nations Sustainable 
Development Goals, ECE/CECI/2019/5, see : https://unece.org/DAM/ceci/ppp/Standards/ECE_CECI_2019_05-en.pdf

30	 See https://unece.org/ppp/em.

https://unece.org/DAM/ceci/ppp/Standards/ECE_CECI_2019_05-en.pdf
https://unece.org/ppp/em
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Chapter 3

AVAILABLE MULTILATERAL 
FINANCE PROGRAMMES  
FOR CIRCULARITY

This section introduces some of the circular finance programs available in selected UNECE 

countries from multilateral finance institutions such as the programs funded by the EBRD, 

the EIB, the ADB and the EU. The main details are summarized in Table 1.

The EBRD has established expertise in identifying and financing circular economy oppor-

tunities. From 2014 to 2019, the Bank financed more than 100 projects supporting circular 

economy products and business models, contributing more than €1 billion in finance.31 

In November 2021, the EBRD initiated the CERI to address the barriers preventing transition 

to a circular economy. The programme includes the Republic of Türkiye and the Western 

Balkans, with support from the Global Environmental Facility (GEF) and Austria. It is the first 

dedicated regional programme for the circular economy. The programme will support 

investment in the private sector, particularly SMEs, to implement innovative and resource- 

efficient technologies and adopt circular business models in Albania, Bosnia and Herzegovina, 

Montenegro, North Macedonia, Serbia and the Republic of Türkiye. The GEF is funding the 

programme with $13.76 million, which will be blended with EBRD finance of approximately 

$140 million. The programme will be complemented by technical cooperation funding 

of $1 million from the Austrian Federal Ministry of Finance.32 The CERI consists of three 

components: (1) implementation of circular performance-based financing (concessional 

co-financing), (2) technical assistance for adopting circular technologies, processes and 

strategies; and (3) monitoring and evaluation.

In the case of Kazakhstan, in June 2022 the EBRD approved a new strategy setting out the 

Bank’s priorities in the country for the next five years. The strategic approach to operations 

will be based on three pillars: (1) fostering private sector competitiveness and improving 

connectivity; (2) supporting Kazakhstan’s pathway to carbon neutrality; and (3) promoting 

economic inclusion, youth and gender equality. Although the new strategy does not have 

an explicit circular economy focus, the development of a decarbonized and climate-resilient 

energy system will be supported, including carbon markets, cleaner energy generation and 

reduced air pollution. The EBRD will finance and advise companies, including small businesses, 

on decarbonization and will support green municipal and transport infrastructure projects.33

In the Republic of Türkiye, the EBRD has operated a circular economy platform (previously 

31	 European Bank for Reconstruction and Development, “GEF: Circular Economy Regional Initiative (CERI)”, 19 Nov 2020. 
Available at https://www.ebrd.com/work-with-us/projects/tcpsd/14440.html. 

32	 Olga Aristeidou, “EBRD launches first circular economy programme”, European Bank for Reconstruction and Development, 
4 October 2021. Available at https://www.ebrd.com/news/2021/ebrd-launches-first-circulareconomy-programme.html. 

33	 Anton Usov, “EBRD approaves new strategy for Kazakhstan”, European Bank for Reconstruction and Development, 
28 June 2022. Available at https://www.ebrd.com/news/2022/ebrd-approves-new-strategy-for-kazakhstan.html. 

https://www.ebrd.com/work-with-us/projects/tcpsd/14440.html
https://www.ebrd.com/news/2021/ebrd-launches-first-circulareconomy-programme.html
https://www.ebrd.com/news/2022/ebrd-approves-new-strategy-for-kazakhstan.html
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referred to as Türkiye Materials Marketplace) since February 2016. Through it, companies 

participate in the country’s largest business network focusing on the circular economy. 

As of June 2020, more than 100 companies had become members. Since 2018, the EBRD 

has run a dedicated technical assistance programme called “Circular Vouchers” targeting 

selected platform members. The aim is to support companies in identifying viable circular 

investments (e.g. technological options available to introduce alternative raw materials in the 

production process and/or transforming by-products), adopting circular business models 

and introducing circular elements in their governance model.

The EIB plans to increase its investments in the Western Balkans and support the region’s 

economic transition. In 2020, it signed €873 million of new investment in the sub-region 

for the development of vital infrastructure and private sector support.34 In May 2021, the EU 

and the EIB signed a new guarantee agreement to enable crucial public investment over 

the next seven years in sectors such as clean energy, digital and transport infrastructure, 

and health and education. It will enable financing for implementation of the Economic 

and Investment Plans for the Western Balkans. Under the agreement, the EIB can finance 

investment projects in Armenia, Azerbaijan, Georgia, the Republic of Moldova and Ukraine to 

support the European Neighborhood Policy, in particular the Eastern Partnership launched 

in 2009.35 In 2021, the Government of Uzbekistan started a cooperative effort with the United 

Nations Development Programme (UNDP) to develop an integrated SDG financing strategy 

that accelerates progress in ending poverty, protecting the environment and achieving the 

16 national SDGs. 

Uzbekistan needs an additional annual investment of at least $6 billion and additional 

external financing of about $4 billion, or 7 per cent of gross domestic product, to address 

the external shock and domestic impact of the pandemic.36 There are opportunities to 

include the circular economy in the SDG financing strategy. To make progress towards the 

SDGs, Uzbekistan issued a Sovereign SDGs Bond on the London Stock Exchange in 2021. 

This is considered an important step forward in the country’s commitment to achieving the 

SDGs, and a major advance for development finance worldwide. The bond will facilitate the 

transfer of resources from private funds to finance public SDG-oriented programs in seven 

areas: education (SDG 4); water management (SDG 6); health (SDG 3); green transportation 

(SDG 9 and SDG 11); pollution control (SDG 11); sustainable management of natural resources 

(SDG 13 and 15); and green energy (SDG 7).37 Uzbekistan’s SDG Bond Framework aligns with 

the Sustainability Bond Guidelines 2021, the Green Bond Principles 2021 and the Social 

Bond Principles 2021. All these SDG areas are relevant to the circular economy, in particular 

34	 Lilyana Pavlova, “Accelerating the recovery and economic transformation of the Western Balkans”, European 
Western Balkans, 26 August 2021. Available at https://europeanwesternbalkans.com/2021/08/26/
accelerating-the-recovery-and-economic-transformation-of-the-western-balkans/. 

35	 EU Neighbours South, “European Commission and EIB sign an agreement to enable further investments 
worldwide”, 11 May 2022. Available at https://www.euneighbours.eu/en/south/stay-informed/news/
european-commission-and-eib-sign-agreement-enable-further-investments. 

36	 UN Development Programme, “Uzbekistan develops an integrated Financing Strategy to achieve 
SDGs”, 18 November 2021. Available at https://www.undp.org/uzbekistan/press-releases/
uzbekistan-develops-integrated-financing-strategy-achieve-sdgs. 

37	 UN Development Programme, “Government of Uzbekistan issues historic bond on London Stock 
Exchange”, 2 August 2021. Available at https://www.undp.org/uzbekistan/press-releases/
government-uzbekistan-issues-historic-bond-london-stock-exchange. 

https://europeanwesternbalkans.com/2021/08/26/accelerating-the-recovery-and-economic-transformation-of-the-western-balkans/
https://europeanwesternbalkans.com/2021/08/26/accelerating-the-recovery-and-economic-transformation-of-the-western-balkans/
https://www.euneighbours.eu/en/south/stay-informed/news/european-commission-and-eib-sign-agreement-enable-further-investments
https://www.euneighbours.eu/en/south/stay-informed/news/european-commission-and-eib-sign-agreement-enable-further-investments
https://www.undp.org/uzbekistan/press-releases/uzbekistan-develops-integrated-financing-strategy-achieve-sdgs
https://www.undp.org/uzbekistan/press-releases/uzbekistan-develops-integrated-financing-strategy-achieve-sdgs
https://www.undp.org/uzbekistan/press-releases/government-uzbekistan-issues-historic-bond-london-stock-exchange
https://www.undp.org/uzbekistan/press-releases/government-uzbekistan-issues-historic-bond-london-stock-exchange
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water management, pollution control and sustainable management of natural resources.

In March 2022, the EBRD approved loans of $120 million to municipal utilities in western 

Uzbekistan, addressing priority environmental issues there by extending long-term sover-

eign loans of up to $120 million for the benefit of Toza Hududs, a regional utility company 

responsible for solid waste management. The financial package consists of a $50 million 

loan for necessary infrastructure upgrades in the Horezm region and a $70 million loan for 

similar purposes in Karakalpakstan. Uzbekistan’s national solid waste management strat-

egy is one of the Government’s priorities, as less than half of the population benefits from 

modern waste management services. In many regions, none of the waste facilities can be 

classified as sanitary landfills meeting international standards; many lack basic protection or 

specialized service equipment and therefore pose a major threat to the environment and to 

public health. The Horezm region, home to 1.7 million people, generates about 280,000 tons 

of solid waste a year. In rural areas, home to 67 per cent of the region’s population, only 10 

per cent of residents benefit from waste management services.38

Similarly, in Kazakhstan, the ADB and the Ministry of National Economy have created a 

platform for coordinating development partners and are mobilizing finance to achieve 

the country’s SDG targets by 2030. From 2019 to 2022 the ADB and UNDP, confronting 

the lack of countrywide target indicators for SDGs and a comprehensive methodology 

for measuring knowledge and investment gaps, supported decision makers on funding 

flows between national institutions and international development agencies available for 

SDGs.39 Circular economy-specific investments still need to be included in any Kazakhstan 

SDG finance strategy.

In the Republic of Türkiye, to encourage companies to reduce waste, in 2015 the EBRD 

launched the Near Zero Waste programme. It consists of three interlinked components: (1) a 

selection of subprojects supported by concessional financing from the Climate Investment 

Fund’s Clean Technology Fund and technical assessments to help companies adopt new 

waste minimization techniques and technologies; (2) policy dialogue to strengthen legis-

lative and regulatory frameworks related to minimizing waste; and (3) knowledge-sharing 

activities, to encourage implementation of best practices.40 The sustainable finance market 

in the country has been growing, and all related regulatory bodies such as BDDK and the 

Ministry of Treasury and Finance have published frameworks, guidelines or action plans 

related to sustainable finance. Upcoming taxonomy and legal framework studies are expected 

to further boost sustainable investment in Turkish financial markets. In 2021, green bonds 

accounted for $836 million of the $3.1 billion bond market in the country.41

38	 European Bank for Reconstruction and Development, “EBRD improves solid waste management in western Uzbekistan“. 
Available at : https://www.ebrd.com/news/2022/ebrd-improves-solid-waste-management-in-western-uzbekistan-.
html

39	 TCR Validation Report, “Kazakhstan: Mobilizing Finance to Help Achieving Sustainable Development”, January 2022. 
Available at https://www.adb.org/sites/default/files/evaluation-document/764196/files/tcrv-9773.pdf. 

40	 Climate Investment Fund, “Near Zero Waste in Turkey: Moving Toward a Circular Economy by Monetizing Waste”, 
December 2019. Available at https://www.climateinvestmentfunds.org/sites/cif_enc/files/knowledge-documents/
turkey_now_program_case_study_final.pdf. 

41	 KPMG, “Preliminary Research On Circularity Potential of Five Sectors in Turkey”, 2022. Available at http://www.skdturkiye.
org/images/icerik/Preliminary_Research_Report_on_Turkeys_Circular_Economy_Potential_in_5.pdf. 

https://www.ebrd.com/news/2022/ebrd-improves-solid-waste-management-in-western-uzbekistan-.html
https://www.ebrd.com/news/2022/ebrd-improves-solid-waste-management-in-western-uzbekistan-.html
https://www.adb.org/sites/default/files/evaluation-document/764196/files/tcrv-9773.pdf
https://www.climateinvestmentfunds.org/sites/cif_enc/files/knowledge-documents/turkey_now_program_case_study_final.pdf
https://www.climateinvestmentfunds.org/sites/cif_enc/files/knowledge-documents/turkey_now_program_case_study_final.pdf
http://www.skdturkiye.org/images/icerik/Preliminary_Research_Report_on_Turkeys_Circular_Economy_Potential_in_5.pdf
http://www.skdturkiye.org/images/icerik/Preliminary_Research_Report_on_Turkeys_Circular_Economy_Potential_in_5.pdf


27

Chapter 3
Available multilateral finance programmes for circularity

Circular STEP
Accelerating the Transition Towards a Circular Economy in the UNECE Region: 
Mobilizing Financing

Coordinating with UNDP, Uzbekistan joined the Integrated National Financing Framework 

Facility in May 2022. In this context, Uzbekistan became one of the first countries in the 

Central Asian region to issue a sovereign SDGs Bond. The Facility is helping the country 

implement strategies and reforms for financing national sustainable development priori-

ties as well as attainment of the SDGs. The government expects that it will help to build a 

holistic approach to mobilizing public and private finance by strengthening direct dialogue 

between government, private sector and civil society.42

42	 UN Development Programme, “Uzbekistan shares its experience on the development of INFF and issuance of SDG bonds 
to finance national development priorities”, 10 May 2022. Available at https://www.undp.org/uzbekistan/press-releases/
uzbekistan-shares-its-experience-development-inff-and-issuance-sdg-bonds-finance-national-development-priorities. 

https://www.undp.org/uzbekistan/press-releases/uzbekistan-shares-its-experience-development-inff-and-issuance-sdg-bonds-finance-national-development-priorities
https://www.undp.org/uzbekistan/press-releases/uzbekistan-shares-its-experience-development-inff-and-issuance-sdg-bonds-finance-national-development-priorities
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Table 1 Overview of selected multilateral finance programmes with circular economy elements

Country
Supporting multi- 
lateral institution

Name of initiative Scope
Circular economy aspects  
and opportunities

Kazakhstan EBRD
Country strategy 

2022–2026 

1.	 Foster private sector competitiveness and 

improve connectivity

2.	 Support Kazakhstan’s pathway to carbon 

neutrality

3.	 Promote economic inclusion, youth and 

gender equality

Mainly focused on renewable energy 

development and decarbonization

CE component narrowly focused on waste, 

wastewater and water projects and ensuring 

alternatives are considered, to identify 

investments that support the circular 

economy and resource efficiency

Kazakhstan ADB
SDG Platform  

(2019–2022)

Support decision makers on funding 

flows between national institutions and 

international development agencies and 

mobilizing finance available for achieving 

SDGs

Greater capacity of decision makers to close 

investment gaps for SDGs relevant to the 

circular economy

Republic of Türkiye EBRD
Near Zero 

Wasteprogramme (2015)

Concessional financing from the Climate 

Investment Fund’s Clean Technology Fund 

and technical assessments

Company support for adoption of new waste 

minimization techniques and technologies 

such as PVC recycling

Republic of Türkiye EBRD

Technical assistance 

programme of circular 

vouchers targeting 

selected platform 

members (since 2018)

Support companies in identifying viable 

circular investments

Desk-based review support and technical 

assistance service to identify high-potential 

opportunities such as product life extension, 

reuse, remanufacturing, recycling and 

upcycling

1/2
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Table 1 Overview of selected multilateral finance programmes with circular economy elements

Country
Supporting multi- 
lateral institution

Name of initiative Scope
Circular economy aspects  
and opportunities

Uzbekistan

UNDP  

and  

Integrated 

National Financing 

Framework Facility

Sovereign Sustainable 

Development Goals Bond 

(2020–2023)

Mobilizing public and private finance as well 

as strengthening the dialogue across the 

government, private sector and civil society

Health financing solutions, green bonds 

(sukuk, or Sharia-compliant financial 

certificates) for environment-friendly projects; 

circular economy focus so far unclear

Western Balkans  

and Türkiye

EBRD  

(with Global 

Environment 

Facility)

Circular Economy 

Regional Initiative (CERI) 

(2021)

Support investment in the private sector, 

particularly SMEs

Implement innovative and resource-efficient 

technologies and adopt circular business 

models

Western Balkans EIB
New Guarantee 

Agreement (2021) 

Enable crucial public investment in sectors 

such as clean energy, digital and transport 

infrastructure, health and education over 

the next seven years, and enable financing 

for implementation of the Economic and 

Investment Plans for the Western Balkans

Invested €853 million across the sub-region 

in 2021 for sustainable development, 

focusing on SME support, wastewater 

infrastructure and digital projects

Source: Elaborated by the authors and the UNECE Secretariat 2/2
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Chapter 4

INCENTIVE STRUCTURES 
AND MEASUREMENT 
CHALLENGES

When aiming to expand the use of circular finance, a number of cross-cutting questions 

arise. Among them are questions about possible circular economy strategies for investors 

to foster better understand environmental, policy, reputation and trade-related risks, and 

questions about whether or not new ESG aspirations (such as circular economy aspirations) 

are part of the fiduciary duty of money managers acting on behalf of their beneficiaries. 

Questions about measurement, including news ESG metrics, are relevant on both occasions. 

ESG investment strategies  
for financial institutions
An ESG investment strategy that specifically includes circular economy aspirations requires 

improving environmental performance of financial institutions, so as to optimally sup-

port improved financial and environmental performance.43 A circular economy strategy 

for investors can help them to better understand environmental, policy, reputation and 

trade-related risks. 

The addition of ESG metrics that relate to resource efficiency and material use in the context 

of the 9R behaviours is a niche that is still being developed. Several investors have introduced 

circular economy–related investment funds and mandates. Early adopters include BlackRock,44 

RobecoSAM45 and MFS Investment Management.46 Other circularity-based frameworks with 

variations of the 9Rs have been developed by a number of smaller investors.47

In circular economy ESG investing, one area ripe for development is the ESG scores them-

selves. These scores form an important input for investment managers, to help guide their 

43	 R. Boffo and R. Patalano, “ESG investing: Practices, progress and challenges”, 2020, OECD Paris. 

44	 Ellen MacArthur Foundation, “The world’s largest investor embraces the circular economy: 
BlackRock”, 2020. Available at https://ellenmacarthurfoundation.org/circular-examples/
the-worlds-largest-investor-embraces-the-circular-economy-blackrock.

45	 Robeco, “Detecting the loops: Investing in the circular economy”, January 2021. Available at https://www.robeco.com/
docm/docu-202009-robecosam-circular-economy-whitepaper.pdf.

46	 Principles for Responsible Investment, “MFS Investment Management: Creating a framework to turn thematic plastic 
research into actionable investment insights”, 3 December 2021. Available at https://www.unpri.org/investment-tools/
mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-
insights/8986.article.

47	 Lombard Odier, “From WILD to CLIC”. Available at https://www.lombardodier.com/clic. 

https://ellenmacarthurfoundation.org/circular-examples/the-worlds-largest-investor-embraces-the-circular-economy-blackrock
https://ellenmacarthurfoundation.org/circular-examples/the-worlds-largest-investor-embraces-the-circular-economy-blackrock
https://www.robeco.com/docm/docu-202009-robecosam-circular-economy-whitepaper.pdf
https://www.robeco.com/docm/docu-202009-robecosam-circular-economy-whitepaper.pdf
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
https://www.lombardodier.com/clic
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strategies. ESG scores are not automatically tied to the circular economy transition48 or 

investment performance measurement.49 In general, ESG investing and analysis is backed 

by numerical, non-financial metrics on ESG performance.50 Still, the scoring of the ESG cri-

teria can be subjective and can differ substantially in approach and objective51 and among 

ratings agencies and metrics used.52

For this integration of ESG scoring and the circular economy to happen, much work is 

being carried out on circularity metrics. Contributions by the United Nations Principles 

for Responsible Investment, the UNEP Finance Initiative, the World Business Council for 

Sustainable Development and the Ellen MacArthur Foundation53 influence and inform the 

ESG scoring process of investors to better integrate metrics of circular economy approaches 

into ESG frameworks.

Fiduciary duty in relation to the promotion 
of circular economy finance
There is ongoing debate in the financial sector on whether ESG aspirations (such as circular 

economy aspirations) are part of the fiduciary duty of money managers acting on behalf 

of their beneficiaries.54 This debate also touches on circular economy finance.55 It depends 

on whether fiduciary duty in the financial sector is defined as a narrowly scoped set of 

strictly financial responsibilities or more broadly scoped to include the full set of ESG-related 

concerns. Considering these additional, non-financial efforts and concerns requires making 

sure that financial returns are also backed up by value creation and positive socioeconomic 

48	 Circular Economy Practitioner Guide, “Assess ESG risk”. Available at https://www.ceguide.org/Strategies-and-examples/
Finance/Assess-ESG-risk.

49	 “Circular economy impact analysis on stock performances: An empirical comparison with the Euro Stoxx 50 ESG Index”, 
Sustainability, vol. 14 (12 January 2022), p. 843, MDPI. Available at https://www.mdpi.com/2071-1050/14/2/843/pdf.

50	 Principles for Responsible Investment, “MFS Investment Management: Creating a framework to turn thematic plastic 
research into actionable investment insights”, 3 December 2021. Available at https://www.unpri.org/investment-tools/
mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-
insights/8986.article.

51	 ESG Ecosystem Map (weforum.org)

52	 R. Boffo, C. Marshall and R. Patalano, “ESG investing: Environmental pillar scoring and reporting”, OECD, Paris, 2020, 
https://www.oecd.org/finance/esg-investing-environmental-pillar-scoring-and-reporting.pdf.

53	 UN Environment Programme, Financing Circularity: Demystifying Finance for the Circular Economy, October 2020. 
Available at https://www.unpri.org/plastics/the-circular-economy-and-why-it-matters-for-investors/7020.article; 
WBCSD, “Circular transition indicators (CTI)”. Available at https://www.wbcsd.org/Programs/Circular-Economy/
Metrics-Measurement/Circular-transition-indicators

54	 UN Environment Programme, “Fiduciary duty in the 21st century”. Available at https://www.unepfi.org/investment/
history/fiduciary-duty; Legal Information Institute, “Fiduciary duty.” Available at https://www.law.cornell.edu/wex/
fiduciary_duty.

55	 Chatham House, “Promoting a just transition to an Inclusive circular economy”, 1 April 2020.  
Available at: https://www.chathamhouse.org/2020/04/
promoting-just-transition-inclusive-circular-economy-0/3-just-transition-principles-origins.

https://www.ceguide.org/Strategies-and-examples/Finance/Assess-ESG-risk
https://www.ceguide.org/Strategies-and-examples/Finance/Assess-ESG-risk
https://www.mdpi.com/2071-1050/14/2/843/pdf
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
https://www.unpri.org/investment-tools/mfs-investment-management-creating-a-framework-to-turn-thematic-plastic-research-into-actionable-investment-insights/8986.article
http://weforum.org
https://www.oecd.org/finance/esg-investing-environmental-pillar-scoring-and-reporting.pdf
https://www.unpri.org/plastics/the-circular-economy-and-why-it-matters-for-investors/7020.article
https://www.wbcsd.org/Programs/Circular-Economy/Metrics-Measurement/Circular-transition-indicators
https://www.wbcsd.org/Programs/Circular-Economy/Metrics-Measurement/Circular-transition-indicators
https://www.unepfi.org/investment/history/fiduciary-duty
https://www.unepfi.org/investment/history/fiduciary-duty
https://www.law.cornell.edu/wex/fiduciary_duty
https://www.law.cornell.edu/wex/fiduciary_duty
https://www.chathamhouse.org/2020/04/promoting-just-transition-inclusive-circular-economy-0/3-just-transition-principles-origins
https://www.chathamhouse.org/2020/04/promoting-just-transition-inclusive-circular-economy-0/3-just-transition-principles-origins
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impacts.56 If fiduciary duty is confined to only financial criteria, then investments are operat-

ing blindly – they may achieve the expected return on investment but may have negative 

environmental impacts.

In all cases, fiduciary duty is regarded as a core responsibility of the financial sector towards 

its clients. A financial intermediary is tasked to secure the client’s interest and steer towards 

the client’s desired outcomes. From the perspective of circular economy finance, this would 

mean the fiduciary duty requires the investor to incorporate ESG criteria that touch upon 

the transition from linear to circular economy models in the investment process, in line with 

contractually agreed investment time horizons.57

In practice, investment managers working in circular economy finance require an engage-

ment strategy to encourage high standards of circular performance in the operations of the 

investment targets. An investment opinion is based on conversation with management and 

company disclosures on efforts, e.g. to reuse, reduce, recycle and improve resource efficiency 

and on greater use of renewable energy sources. Beneficiaries’ preferences and contrac-

tual agreements play a crucial role here, as they do for fossil fuel divestment strategies.58  

The desire for stability in financial returns can, however, limit support for circular economy 

aspirations in the financial sector. De-risking is therefore crucial if returns in the circular 

economy are to live up to the expectations of clients and investment managers. De-risking 

requires a policy environment that enables the circular economy, that progressively supports 

extended producer responsibility (EPR)59 and other policy measures promoting a circular 

economy such as the focus on full life-cycle costs and the cost of decommissioning.60  

The circular economy at times is perceived as riskier, although this is not necessarily the case.61

The resilience of the financial system depends on its ability to integrate socioeconomic 

changes and the speed with which it is able to do so.62 Although fiduciary duty does not 

need to be linked to a “just transition”, it is an important consideration for financial insti-

tutions from a social perspective. For more capital to flow to a just transition towards a 

circular economy, investment mandates and agreed fiduciary duties will need to be adapted 

accordingly. Contracts with clients will need to stipulate that the investment manager 

needs to apply a broader set of criteria for decision-making related to the 9R framework  

56	 Serafeim, George. “Social-impact efforts that create real value”, Harvard Business Review, vol. (September-October 2020). 
Available at https://hbr.org/2020/09/social-impact-efforts-that-create-real-value.; UN Environment Programme, “A legal 
framework for impact”. Available at https://www.unepfi.org/legal-framework-for-impact.

57	 UN Environment Programme, “Fiduciary Duty in the 21st Century”. Available at https://www.unepfi.org/investment/
history/fiduciary-duty.

58	 Institute for Energy Economics and Financial Analysis, “IEEFA update: Fiduciary duty and fossil fuel divestment”, 22 
October 2019. Available at https://ieefa.org/resources/ieefa-update-fiduciary-duty-and-fossil-fuel-divestment. 

59	 Organisation for Economic Co-operation and Development, “Extended producer responsibility”. Available at https://
www.oecd.org/env/tools-evaluation/extendedproducerresponsibility.htm.

60	 The World Bank, “De-risking in the financial sector”, 7 October 2016. Available at https://www.worldbank.org/en/topic/
financialsector/brief/de-risking-in-the-financial-sector.

61	 The Circulate Initiative, “The Circular Economy as a De-risking Strategy and Driver of Superior 
Risk-adjusted Returns”, 2021. Available at https://www.thecirculateinitiative.org/projects/
The-Circular-Economy-as-a-De-risking-Strategy-and-Driver-of-Superior-Risk-adjusted-Returns.

62	 International Monetary Fund, “Financial System Soundness”, 23 February 2021. Available at https://www.imf.org/en/
About/Factsheets/Financial-System-Soundness.

https://hbr.org/2020/09/social-impact-efforts-that-create-real-value
https://www.unepfi.org/legal-framework-for-impact
https://www.unepfi.org/investment/history/fiduciary-duty
https://www.unepfi.org/investment/history/fiduciary-duty
https://ieefa.org/resources/ieefa-update-fiduciary-duty-and-fossil-fuel-divestment
https://www.oecd.org/env/tools-evaluation/extendedproducerresponsibility.htm
https://www.oecd.org/env/tools-evaluation/extendedproducerresponsibility.htm
https://www.worldbank.org/en/topic/financialsector/brief/de-risking-in-the-financial-sector
https://www.worldbank.org/en/topic/financialsector/brief/de-risking-in-the-financial-sector
https://www.thecirculateinitiative.org/projects/The-Circular-Economy-as-a-De-risking-Strategy-and-Driver-of-Superior-Risk-adjusted-Returns
https://www.thecirculateinitiative.org/projects/The-Circular-Economy-as-a-De-risking-Strategy-and-Driver-of-Superior-Risk-adjusted-Returns
https://www.imf.org/en/About/Factsheets/Financial-System-Soundness
https://www.imf.org/en/About/Factsheets/Financial-System-Soundness
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and resource efficiency in the operations of investment targets. The focus on the Just  

Transition Principles, developed and adopted by the multilateral development banks in 

2021 to help guide international finance to support a just transition (see Box 5). To ensure 

consistency, credibility and transparency in their efforts, additional criteria in the investment 

mandate are also required. These criteria relate to labor rights, job creation, targeted training 

of workers, living wages, health, education and gender equality. When more concrete per-

formance criteria related to the circular economy and a just transition are added to financial 

contracts, more money shifts towards real-world impacts.63

63	 Investopedia, “ESG, SRI, and Impact Investing: What’s the Difference?” 29 October 2022. Available at https://www.
investopedia.com/financial-advisor/esg-sri-impact-investing-explaining-difference-clients/.

https://www.investopedia.com/financial-advisor/esg-sri-impact-investing-explaining-difference-clients/
https://www.investopedia.com/financial-advisor/esg-sri-impact-investing-explaining-difference-clients/
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Chapter 5

CREATING AN ENABLING 
POLICY ENVIRONMENT 
FOR CIRCULAR ECONOMY 
FINANCE AND INVESTMENT

Policy plays an important role in facilitating and fostering the circular economy transition. 

This concerns both, the transition per se, as well as financing the transition. This section pro-

vides a quick overview, including on issues related to de-risking of circular economy finance 

through public policy and incentivizing Investment in PPPs that promote the transition to 

circular economy. Given the significant restructuring that the circular economy transition 

will entail, attention also needs to be given to ensuring a just transition. 

Actively guiding the circular economy 
transition
National policies can be instrumental in supporting the financing of the transition to a cir-

cular economy by stimulating or demanding resource efficiency through various economic 

incentives, e.g. through waste reduction target, extending the responsibility of producers, or 

an adjusted tax regime. To this are added digital policies, procurement policies, or policies 

facilitating the types of cooperation which a circular economy requires (see also UNECE 

paper on Institutional Arrangements for the Circular Economy). 

Among the most commonly funding schemes to support green and circular businesses 

include the following:

•	 Grants to business start-ups and SMEs innovating in circularity;

•	 Preferential loans and/or tax incentives to businesses ready to integrate the elements 

of a circular economy into their organization;

•	 Guarantee schemes for business investments targeting circularity covered by ded-

icated State funds, and

•	 Support schemes to encourage repairing, remanufacturing and fixing including 

physical spaces.

Such policies to support the financing of the circular transition would need to be well-em-

bedded in the country’s overall circular economy policy strategy. Particular challenges arise 

from the fact that the circular economy transition requires system change, cutting across 

multiple different areas and layers of policy making (see also UNECE policy paper on insti-

tutional arrangements for the circular economy): 

•	 Different policy areas, including but not limited to environment, economics, trade, 

finance, innovation, and sectoral (e.g. agriculture, transport) ministries. 
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•	 Different policy layers, including national, regional and municipal governments 

which are all key to the implementation of a circular economy, and so are interna-

tional initiatives. 

•	 Different stakeholder groups. The transition to a circular economy requires 

participation from all parts of society. Knowledge and experience can be leveraged 

from numerous businesses, research institutes and non-profit organizations as well 

as civil society groups. 

This requires filling many roles with people who will operate as transition brokers64 to engage 

stakeholder groups during the change process. Among the many questions that need to be 

addressed are also question about how to foster circular value creation, and how to foster 

the development of new production methods. Attention would also need to be given to 

ensuring a just transition, managing the social and job implications, caused by the significant 

restructuring that the circular economy transition will entail. Box 5 provides initial insights 

on available mechanisms and sources. 

Box 5 Applying just transition principles to the circular economy transition

Industrial restructuring typically leads to disruptions of traditional economic systems and can create new chal-

lenges for workers, communities, and businesses. By applying the principles of just transition and using policy 

recommendations from ILO Guidelines for a just transition towards environmentally sustainable economies 

and societies for all, policymakers and investors can help ensure that the transition is fair and equitable and 

that it supports the long-term resilience and prosperity of all stakeholders. 

The creation of funds for affected sectors and communities is one way to support the economic redevelopment 

of affected regions. Potential sources for such funds can be (i) tax reforms that promote better environmental 

practices and (ii) reform of environmentally harmful subsidy schemes for fossil fuels and other non-renewable 

resources. 

For example, in 2020, the EU launched the Just Transition Mechanism – to address the challenges in the tran-

sition of the fossil fuel value chain. The mechanism provides targeted support to help mobilize at least €100 

billion over the period 2021-2027 in the most affected regions. It consists of three sources of financing: (a) Just 

Transition Fund – which will receive €7.5 billion of fresh EU funds; (b) a dedicated just transition scheme under 

InvestEU to mobilize up to €45 billion of investments; and (c) a public sector loan facility with the European 

Investment Bank backed by the EU budget to mobilize between €25 and €30 billion of investments. 

Of relevance is also the focus on the Just Transition Principles, developed and adopted by the multilateral 

development banks in 2021 to help guide international finance to support a just transition.

Source: Elaborated by the UNECE Secretariat, based on Patrick Schröder: Promoting a Just Transition to an Inclusive Circular Economy | Chatham House – 
International Affairs Think Tank; and “A Short History of Just Transition”, in OECD, Just-Transition-Centre-report-just-transition.pdf (oecd.org)

Circular value creation65 occurs when sustainably produced renewable materials and recycled 

raw materials are used as alternatives for finite biomass, mineral, metal or fossil fuel resources. 

The non-financial condition to be met is that the materials have lower environmental impact, 

64	 Jacqueline M. Cramer, “The function of transition brokers in the regional governance of implementing circular economy – 
A comparative case study of six Dutch regions”, Sustainability, MDPI, vol. 12, Number 12 (June 2020).

65	 Ellen MacArthur Foundation, “Unlocking the value of the circular economy”, 15 June 2021. Available at https://
ellenmacarthurfoundation.org/articles/unlocking-the-value-of-the-circular-economy.

file:///C:\Users\shelest\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\FYP2TL6S\Microsoft Word - Guidelines for a just transition - copyrighted.docx (ilo.org)
file:///C:\Users\shelest\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\FYP2TL6S\Microsoft Word - Guidelines for a just transition - copyrighted.docx (ilo.org)
file:///C:\Users\shelest\Downloads\Financing_the_green_transition__The_European_Green_Deal_Investment_Plan_and_Just_Transition_Mechanism (1).pdf
https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.chathamhouse.org%2F2020%2F04%2Fpromoting-just-transition-inclusive-circular-economy&data=05%7C01%7Celisabeth.tuerk%40un.org%7C4afb5e41ddec4691cb7e08dae8d3244a%7C0f9e35db544f4f60bdcc5ea416e6dc70%7C0%7C0%7C638078291249230291%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=Wm9NNLNi%2BUGrAPsXxM1LQ%2FEzHFwOVXdkKG%2B1gb2QUuk%3D&reserved=0
https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.chathamhouse.org%2F2020%2F04%2Fpromoting-just-transition-inclusive-circular-economy&data=05%7C01%7Celisabeth.tuerk%40un.org%7C4afb5e41ddec4691cb7e08dae8d3244a%7C0f9e35db544f4f60bdcc5ea416e6dc70%7C0%7C0%7C638078291249230291%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=Wm9NNLNi%2BUGrAPsXxM1LQ%2FEzHFwOVXdkKG%2B1gb2QUuk%3D&reserved=0
https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.oecd.org%2Fenvironment%2Fcc%2Fg20-climate%2Fcollapsecontents%2FJust-Transition-Centre-report-just-transition.pdf&data=05%7C01%7Celisabeth.tuerk%40un.org%7C4afb5e41ddec4691cb7e08dae8d3244a%7C0f9e35db544f4f60bdcc5ea416e6dc70%7C0%7C0%7C638078291249386525%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=RYdUDR0Phqbp7oa%2BA6b63ScxBsir4bUMaZgpvMROTC4%3D&reserved=0
https://ellenmacarthurfoundation.org/articles/unlocking-the-value-of-the-circular-economy
https://ellenmacarthurfoundation.org/articles/unlocking-the-value-of-the-circular-economy
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e.g. reusing heavy-duty cotton textiles and post-production waste to produce denim trou-

sers as an alternative to sourcing freshly picked and processed cotton from high-impact 

monoculture faming, thereby reducing the need for primary materials in production.

New, circular products or services are manifold. These include product-as-a-service or 

digital marketplaces for second-hand materials. This requires the design of new products 

and services based on circular economy principles. In the case of the textiles sector, one 

circular economy hotspot sector, this is illustrated by key questions that relate to how and 

when textiles reach their end of life. Which chemicals prevent recycling? How is the garment 

constructed? Can it easily be taken apart in pure secondary resource streams? Does the 

garment manufacturer remain the owner of the clothes item via a leasing agreement?66 

What are the consequences of using a deposit system to reward the consumer for return-

ing the clothes item after use? Can the clothes be repaired during the use phase?67 These 

are essential questions that can be addressed by a circular economy road-map that works 

with a timeline and explores the answers to these types of questions for relevant sectors.

De-risking of circular economy finance 
through public policy
Circular business models are frequently considered high-risk. In addition to “de-risking” 

circular finance, e.g. by combining public and private finance, policymakers need to rethink 

fiscal policies throughout the whole value chain, from resource extraction to production, 

consumption and end of life. De-risking private sector investments in these value chains for 

the transition to a circular economy model is a key objective for creating an enabling policy 

environment. This subsection presents some important aspects of circular economy policy 

for de-risking private sector investments.

Legislators, financial regulators and inspectors need to support reducing the loss of value 

and resources in society by establishing an enabling environment for circular economy. 

International and national laws and national policies related to EPR are excellent frameworks 

for policy that integrates circularity. EPR, though not a silver bullet, is a major step in estab-

lishing an enabling legal environment for circular economy. In Europe, for example, 100 per 

cent of packaging must be covered by EPR legislation by 2025.

The general public needs to be involved. Consumer awareness-raising and advocacy 

campaigns targeting behaviour change towards sustainable lifestyles can be organized by 

providing access to reliable information on products that promote circular behaviour, e.g. 

adoption of deposit systems,68 a shift from single-use to reuse, acceptance of choice editing 

that eliminates certain product categories and prevention of the creation of problematic 

single-use items.69

66	 Mud Jeans, “Lease a jeans – Product as a service”. Available at https://mudjeans.eu/pages/lease-a-jeans.

67	 Patagonia, “Exchanges, returns & repairs”. Available at https://www.patagonia.com/returns.html.

68	 OECD, “Deposit refund schemes”. Available at https://www.oecd.org/stories/ocean/deposit-refund-schemes-58baff8c.

69	 UN Environment Programme and Stockholm Environment Institute, Reducing Plastic Pollution: Campaigns That Work (2021).  
Available at https://www.sei.org/wp-content/uploads/2021/02/210216-caldwell-sle-plastics-report-with-
annex-210211.pdf.

https://mudjeans.eu/pages/lease-a-jeans
https://www.patagonia.com/returns.html
https://www.oecd.org/stories/ocean/deposit-refund-schemes-58baff8c
https://www.sei.org/wp-content/uploads/2021/02/210216-caldwell-sle-plastics-report-with-annex-210211.pdf
https://www.sei.org/wp-content/uploads/2021/02/210216-caldwell-sle-plastics-report-with-annex-210211.pdf
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The enforcement of due diligence and physical audit procedures facilitates transparency in 

material flows and harmonizes accountancy and valuation procedures for circular projects, 

materials and resources.70 The clarity, reliability and transparency of legal frameworks influ-

ences the rate of adoption and the volume of circular economy activity in business, as well 

as the financing provided by the private sector. Since the circular economy requires extra 

effort and attention, it is prone to people taking shortcuts. Regulatory framework and pol-

icies should focus on sectors that use the most resources and those in which the potential 

for circularity is high (e.g. construction, food and agriculture, and mining).

Activities related to collecting, recycling and refurbishing products and waste tend to be 

labour-intensive. Fiscal policies can support the circular economy by shifting the tax burden 

to waste production and resource use (e.g. a tax on waste or primary resources).71 At present, 

unequal tax treatment of virgin and recycled materials often slows the speed of transition 

to a circular economy. Taxation often favours virgin materials, while recycled materials suffer 

double taxation. Harmonizing value added tax regimes and consumption taxes with the 

intent to transition to a circular economy is an important step policymakers can take to 

de-risk investment in circular economy. Non-tax fiscal policy instruments (reform of harmful 

subsidies, such as those for fossil fuel) can play an important role in freeing fiscal space and 

available financing to be reinvested, for example in the introduction of pro-CE subsidies 

(e.g. for recycling). This step also contributes to de-risking circular economy practices by 

creating a level playing field with less sustainable practices.

Digital national strategies72 are key to the success of resource recovery. Tracing of resources 

up and down value chains – e.g. through sector regulations that impose and promote digital 

and physical tagging to improve the traceability of resources – prevents the loss of value. Data 

collection is a key issue that policymakers need to tackle early on to allow circular economy 

business models to develop. Policy should be friendly towards open source and standardized 

data interfaces between companies that want to exchange material and resources.

A sustainable product policy73 – e.g. one that eliminates the use of single-use plastics – can 

work towards making circular design the norm. Policies with guidelines on design and col-

lection schemes for resource recovery make a level playing field. Often collection schemes 

are organized as a deposit system, in which consumers get a financial reward for bringing 

materials (e.g. plastic, cardboard or glass packaging) back to the source.

Public procurement policy74 can stimulate circular procurement by creating commercial 

opportunities for government suppliers. A good example is the tender mechanism for offers 

in public construction projects. Circularity can be integrated into the selection criteria of 

suppliers to ensure better alignment of infrastructure and buildings with the 9R framework.

70	 Coalition Circular Accounting, “Financial accounting in the circular economy”. Available at https://www.nba.nl/
globalassets/themas/thema-duurzaamheid/financial-accounting-in-the-circular-economy---cca-overview-paper--
january-2022.pdf.

71	 Leonidas Milios, “Towards a circular economy taxation framework: Expectations and challenges of implementation”, 
Circular Economy and Sustainability, vol. 1 (January 2021).

72	 World Economic Forum. “Why digitalization is critical to creating a global circular economy”, 6 August 2021. Available at 
https://www.weforum.org/agenda/2021/08/digitalization-critical-creating-global-circular-economy.

73	 European Commission, “Circular economy action plan”. Available at https://environment.ec.europa.eu/strategy/
circular-economy-action-plan_en.

74	 European Commission, “Public procurement for a circular economy: Good practice and guidance”. Available at https://
ec.europa.eu/environment/gpp/pdf/Public_procurement_circular_economy_brochure.pdf.

https://www.nba.nl/globalassets/themas/thema-duurzaamheid/financial-accounting-in-the-circular-economy---cca-overview-paper--january-2022.pdf
https://www.nba.nl/globalassets/themas/thema-duurzaamheid/financial-accounting-in-the-circular-economy---cca-overview-paper--january-2022.pdf
https://www.nba.nl/globalassets/themas/thema-duurzaamheid/financial-accounting-in-the-circular-economy---cca-overview-paper--january-2022.pdf
https://www.weforum.org/agenda/2021/08/digitalization-critical-creating-global-circular-economy
https://environment.ec.europa.eu/strategy/circular-economy-action-plan_en
https://environment.ec.europa.eu/strategy/circular-economy-action-plan_en
https://ec.europa.eu/environment/gpp/pdf/Public_procurement_circular_economy_brochure.pdf
https://ec.europa.eu/environment/gpp/pdf/Public_procurement_circular_economy_brochure.pdf
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Incentivizing Investment in Public-Private 
Partnerships
PPPs that incorporate circular economy requirements can leave funders and financers wor-

ried about the potential of additional risks that would not normally appear in traditionally 

procured and financed projects (e.g. projects funded by the respective government treasury). 

The sponsoring government, maturity of the market, and type of project and respective 

sector can all influence these perceptions, but governments can still incentivize investment 

in their PPP projects with circular economy aspirations in a number of ways. 

For example, projects can be tendered with circular economy requirements incorporated 

into tender conditions. Private partners would then need to deliver not only a competitive 

bid, but one that includes a financing package/institution that accepts the circular economy 

aspirations and demonstrates a tolerance for circular economy metrics being included in 

the project. 

Blended finance packages may also be authorized in the PPP tender. According to the 

Addis Ababa Action Agenda on Financing for Development blended finance instruments 

serve to lower investment-specific risks and incentivize additional private sector finance 

across key development sectors. PPP projects involving circular economy requirements and 

blended finance could therefore share risks and rewards fairly, include clear accountability 

mechanisms across the financial package, all while meeting circular economy transition 

aspirations. These altered structural approaches can more finely calibrate the risk-reward 

relationship, and allocate financial risk across different classes of investors with different risk 

appetites (e.g. subordinated or mezzanine debt, tranched equity funds, aggregated funds 

of funds, first loss mechanisms, etc.), and thereby can facilitate the financing of a PPP with 

circular economy requirements. 

Other steps can attract more finance to PPPs that contribute to the circular economy tran-

sition. These may include governments carefully choosing the sector or project type for 

their respective PPP; pre-qualifying firms and financiers with circular economy experience; 

ensuring clarity in overall circular economy policies, law and regulations; creating clear circular 

economy design, construction, and performance requirements within the project; crafting 

and incorporating clear circular economy provisions within the project agreements; and/or 

fostering a pipeline of prior or future projects with circular economy metrics.

For example, the Working Party on Public-Private Partnerships, hosted by UNECE Economic 

Cooperation and Trade Division, has adopted at its sixth session the two guidelines contrib-

uted to the cross-cutting UNECE theme of the 69th Commission session in 2021. Namely, 

first, the Guidelines on Public-Private Partnerships for the Sustainable Development Goals in 

Waste-to-Energy Projects for Non-Recyclable Waste: Pathways towards a Circular Economy;75 

and, second, the Guidelines on Promoting Circular Economy in Public-Private Partnerships for 

the United Nations Sustainable Development Goals76. The two guidelines provide valuable 

insights and examples into PPPs for projects contributing to the circular economy. 

75	 See: https://unece.org/eci/documents/2022/08/working-documents/guidelines-public-private-partnerships-
sustainable-0 (ECE/CECI/WP/PPP/2022/3).

76	 See: https://unece.org/eci/documents/2022/10/working-documents/guidelines-promoting-circular-economy-public-
private (ECE/CECI/WP/2022/4).

https://unece.org/eci/documents/2022/08/working-documents/guidelines-public-private-partnerships-sustainable-0
https://unece.org/eci/documents/2022/08/working-documents/guidelines-public-private-partnerships-sustainable-0
https://unece.org/eci/documents/2022/10/working-documents/guidelines-promoting-circular-economy-public-private
https://unece.org/eci/documents/2022/10/working-documents/guidelines-promoting-circular-economy-public-private
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Chapter 6

CONCLUSIONS AND 
RECOMMENDATIONS

Low- and middle-income countries face a number of challenges when mobilizing finance 

for the circular economy model. A key challenge is that circular economy business models, 

e.g. investment in resource efficiency and waste minimization technologies with low market 

penetration, is seen as financially and technically risky. 

Low and middle-income countries, including UNECE’s 17 programme countries, have a 

number of policy options at hand to overcome some of the barriers in mobilizing financing 

for the circular economy transition. These include, among others, promoting circular econ-

omy finance instruments; making national regulatory and policy framework conducive for 

circular economy finance; and maximizing synergies with other regional and international 

policy initiatives and fora. 

Promoting circular economy finance instruments: 

•	 Greater availability of innovative finance tools and products for the circular 
economy: Dedicated products for climate action finance and green credit lines aiming 

to facilitate decarbonization of companies and sectors are both being adopted more 

widely. This is not yet the case for the circular economy, but the growing number of 

sustainable finance instruments can be used to support and include circularity as a 

non-financial criterion. This UNECE paper provides a short overview of several finan-

cial instruments that can support the circular transition, including: Green bonds and 

transition or sustainable bonds; sustainability-linked loans and sustainability-linked 

bonds; impact investing by the private sector for the SDGs; blended finance; PPPs.

•	 Increase risk sharing, e.g. through blended finance: Blended finance is an 

important mechanism to remove first-mover risks and enable the uptake of new 

technologies that have a low market penetration rate. Blended finance can increase 

the pace of change and systematically remove barriers by reducing risk. It is suited for 

middle-income countries including those in Central Asia and the Western Balkans, as 

well as the Republic of Türkiye. Several promising blended-finance examples already 

exist, e.g. for developing renewable energy, and can potentially be used as models for 

circular economy investment. Building the capacity of national financial institutions 

and businesses to engage in blended financing models will be important.

•	 Increase awareness and provide technical support for circular economy 
finance: One of the key success factors is the development of country-specific 

or even regional technical advisory support for the many questions that arise 

when mobilizing financing for the transition to a circular economy. This hands-on 

support is needed to help prepare and de-risk circular economy projects, as the 

circular economy business model is often more challenging and multifaceted for 

operational staff than linear business models. It requires more training, redesigning 

and more knowledge. Multilateral development institutions, such as the EBRD, the 
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EIB and the GEF, and development agencies are expanding their technical support 

programmes for the circular economy. It will also be important to build capacity for 

circular business model thinking that addresses the entire life cycle of products and 

the full value chain of companies instead of specific circular economy technologies. 

Making national regulatory and policy framework conducive for circular economy 
finance:

•	 Integrate the circular economy in national green policies and road maps: 
Some UNECE countries (e.g. Kazakhstan) have already adopted a green growth 

strategy, which could benefit from incorporating circular economy strategies and 

international circular policy experience. National policies can be instrumental in the 

transition to a circular economy, by stimulating or demanding resource efficiency 

through introducing economic incentives, adjusting tax regimes, setting waste 

reduction targets, extending the responsibility of producers and facilitating the types 

of cooperation that a circular economy requires.77

•	 De-risk circular economy investments and incentivize the flow of private 
capital: An enabling policy that integrates the circular economy into day-to-day 

economic life and business is essential to de-risk investment and attract private capital, 

including through sustainable PPPs. The latter could be a useful mechanism to attract 

private capital in support of the circular economy transition. The circular economy 

is relevant to all sectors of the economy, but no integrated policy approach is in 

place and multisectoral approaches and connections between industries are limited.

•	 Align climate and circular economy transition agendas: Not everything needs 

to be re-invented, since there is crucial overlap between the circular economy and 

the climate agendas. Both policy areas address the question of how to modernize 

our economies around environmentally safe production and consumption meth-

ods. Both climate and circular economy policy require policymakers to address the 

roles of biomass, metals and non-ferrous minerals. The overlap also means that it 

is productive for countries to work on aligning policies that are currently affecting 

both the climate and the circular economy agendas – e.g. transparency on fossil fuel 

subsidies, or unequal taxes on virgin and secondary materials.

77	 Jelmer Hoogzaad, “Circular economy opportunities in Almaty”, Circle Economy, May 2019. Available at https://www.
circle-economy.com/resources/circular-economy-opportunities-in-almaty. 

https://www.circle-economy.com/resources/circular-economy-opportunities-in-almaty
https://www.circle-economy.com/resources/circular-economy-opportunities-in-almaty
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Maximizing synergies with other regional and international policy initiatives 
and for a: 

•	 Cooperate with key players, such as the EU on the financing of circular 
economy objectives: Policy makers may wish to consider engaging in closer coop-

eration with the EU and taking the European Green Deal and Circular Economy Action 

Plan into consideration when designing national circular economy policies. Some 

degree of policy alignment can already be seen.78 Furthermore, circular economy 

stakeholders may wish to assess opportunities for circular economy infrastructure 

under the European Commission’s Economic and Investment Plan and new Global 

Gateway strategy. Of relevance is also the EU’s Just Transition Mechanism (launched 

in 2020), which provides targeted support to address the challenges arising from 

restructuring of the fossil fuel value chain. 

•	 Benefit from available programs from regional and multilateral devel-
opment banks: Multilateral finance institutions such as the programs funded by 

the EBRD, the EIB, the ADB and the EU have circular finance programs available in 

selected UNECE programme countries. Circular economy stakeholders may wish to 

assess opportunities in this regard. 

•	 Place circular economy finance in the context of the United Nations SDGs 
and climate financing frameworks: It is important to integrate circular econ-

omy considerations into development finance assessments79 and identify circular 

opportunities for instruments such as the Joint SDG Fund and SDG Bonds. So 

far, however, circular economy solutions are not sufficiently integrated into SDG 

financing frameworks. The capacity of decision makers in SDG finance has been 

partly addressed by previous cooperation programmes, but knowledge and invest-

ment gaps remain. In this context, attention also has to be given to ensuring a 

just transition, including in line with recommendations from ILO Guidelines for  

a just transition towards environmentally sustainable economies and societies  

for all. 

78	 The circular economy section in the Western Balkans leaders’ declaration from the 2020 Sofia Summit is almost 
entirely identical to the initiatives proposed in the October 2020 document drafted by the European Commission called 
“Guidelines for the Implementation of the Green Agenda for the Western Balkans [...] – An Economic and Investment 
Plan for the Western Balkans”. Balkan Forum, “Circular Economy in the Western Balkans region: Waste Management as 
a Challenge”, Balkan Forum, may 2021. Available at https://thebalkanforum.org/file/repository/Circular_Economy_in_
the_Western_Balkans_region.pdf. 

79	 Tim Strawson, Orria Goni, and Emily Davis, “Development finance assessment guidebook”, UNDP. Available at https://
sdgfinance.undp.org/sites/default/files/DFA%20Guidebook%203.0_DRAFT.pdf

https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf
https://thebalkanforum.org/file/repository/Circular_Economy_in_the_Western_Balkans_region.pdf
https://thebalkanforum.org/file/repository/Circular_Economy_in_the_Western_Balkans_region.pdf
https://sdgfinance.undp.org/sites/default/files/DFA%20Guidebook%203.0_DRAFT.pdf
https://sdgfinance.undp.org/sites/default/files/DFA%20Guidebook%203.0_DRAFT.pdf
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