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1Summary Note

1. Introduction
This note seeks to inform the use of results-based climate finance (RBCF) by World Bank trust 
funds for the implementation of climate change mitigation policy in low- and middle-income 
countries (LMICs).  

The note outlines the role RBCF can play in support of the implementation of climate change 
mitigation policy and outlines how RBCF can be designed and applied to this end. It includes 
illustrative design blueprints for three specific policy areas: fossil fuel subsidy reforms (FFSRs), energy 
efficiency standards (EES)1 , and the introduction of feebates to promote low-emission vehicles.2 

The note is intended to support country governments that are implementing mitigation policies 
and are interested in gaining access to RBCF funding to support these actions; World Bank task 
teams working on programs to support policy implementation; and development partners that are 
interested in deploying new climate finance instruments. It is an accompaniment to a more detailed 
report entitled Results-Based Climate Finance to Support Mitigation Policies in Developing Countries.  

2. RBCF suitability to support climate policy implementation 
Effective implementation of country climate action plans is essential to meet emission reduction 
targets. Reaching the Paris Agreement goal of limiting temperature rise to below the 1.5° C threshold 
requires reducing emissions by 43 percent by 2030 (UNFCCC 2022). Increasingly, countries are 
complementing climate-smart projects with climate-smart policies in a combined effort to lower 
emissions to safer levels.

Many LMICs face constraints that limit the effective implementation of climate policy. Among these 
are a lack of resources, limited in-country technical expertise, and weak compliance mechanisms, 
as well as gaps in leadership and coordination that include challenges to building popular and 
business support. LMICs will be much better able to achieve low-carbon development pathways if 
they can overcome these constraints and effectively implement high-impact climate policies. 

Despite the need, climate finance options that support climate policy implementation remain 
limited. The bulk of climate finance is focused on specific climate projects: of a total of USD 184 
billion in climate finance disbursed by multilateral development banks to their clients between 2015 
and 2020, only USD 11 billion, or 6 percent, was explicitly used to support policies (European Bank 
for Reconstruction and Development 2021)defined as the value of climate finance flows minus 
financial flows to high-emissions and maladaptive activities, continues to be heavily skewed toward 
dirty investments. • With the strong focus on scaling up climate finance within the United Nations 
Framework Convention on Climate Change (UNFCCC. While individual interventions at the project 
level are important to achieve climate goals, sustained structural change is also needed, requiring 
broader climate interventions at the policy level.  

RBCF can respond to this gap by complementing conventional—mostly activity-based—climate 
finance to drive climate results. RBCF ties payments to predefined climate results and supports 
them by focusing attention on effective implementation; driving value for money; providing 
greater flexibility for governments; and encouraging the setup of solid monitoring, reporting, and 
verification (MRV) systems that support transparency and public accountability (World Bank and 
Frankfurt School of Finance and Management 2017). Despite its potential to drive enhanced results, 

1  While this document specifies energy efficiency standards (EES), labeling to denote efficiency of the targeted appliances could also be 
included in certain cases.

2  The three policies were selected because they show a high mitigation potential, cover different greenhouse gas (GHG) emitting sectors, 
and represent a broad range of interventions—a pricing policy, a regulatory policy, and an incentive/subsidy policy, respectively—that can 
potentially be funded by World Bank RBCF trust funds.
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however, the use of RBCF is still limited, representing around 5 percent of international public 
climate finance (World Bank 2022). The process for creating and executing an RBCF agreement is 
outlined in Figure 2.1. 

Figure 2.1. Diagram of an RBCF Agreement 

The proposed RBCF approach includes the following: 

• Grants: Payments—which do not need to be repaid—are provided from World Bank trust 
funds to partner governments for verified emission reductions (VERs) resulting from policy 
implementation. 

• Policy-based interventions: In response to the need for scaled-up and transformative 
mitigation, interventions go beyond projects and programs by acting at the policy level. 

• Mitigation focused: Consistent with its use elsewhere, RBCF is focused on reducing emissions 
rather than promoting adaptation or resilience.   

• Focus on implementation: RBCF aims to provide resources for implementation actions, 
complementing other forms of support that target policy design and advocacy. 

• Linked to implementation costs: RBCF payments are based on the costs of carrying out policy 
implementation actions and providing incentives for good practice. 

• Payment for VERs: Payments are made once emission reductions have been verified.   
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2.1. Why RBCF is well-suited to supporting climate policies

The RBCF approach proposed here drives climate mitigation by providing resources for policy 
implementation and creating an accountability framework for mitigation results—in other words, 
RBCF tied to VERs supports impact-driven policy implementation by doing the following:  

1. Providing additional resources targeted toward implementation actions, which enables 
governments to cover costs incurred from policy operationalization without affecting their 
debt positions. In this regard, RBCF is particularly well-suited to supporting policies that have 
modest upfront financial needs but usually result in ongoing costs that can be met by RBCF as 
results are achieved. Examples of such ongoing costs might include long-term communication 
campaigns or compensation packages that roll out as implementation advances.   

2. Creating an accountability and support framework focused on climate results and related 
benefits, by doing, in particular, the following:  

• Focusing attention on implementation and results: Tying funding to climate results aligns 
government in    centives toward the same goal and mitigates the risk of reform reversal by 
adding a longer-term perspective and addressing political misalignment. 

• Promoting value for money: Tying funding to climate results means donors are unaffected 
by financing reforms that are not implemented or do not produce the anticipated VER 
reductions. 

• Encouraging ownership, flexibility, and innovation: Tying funding to climate results frees 
governments from pursuing rigid, predetermined activities or implementation plans, allowing 
for local iteration and adaptation in pursuit of the agreed-on results. 

3. Improving MRV capacity to participate in carbon markets, as tying funding to payment 
results necessitates investment in developing MRV capacities. This creates spillover benefits, 
such as improving learning and supporting countries’ participation in carbon markets and the 
monetization of VERs beyond those compensated by the RBCF trust funds.

RBCF represents an additional tool in the suite of World Bank financing instruments and support 
mechanisms that includes Technical Assistance (TA), Investment Project Financing (IPF), Development 
Policy Financing (DPF), and co-financing by trust funds and financial intermediary funds. In general, 
these instruments are delivered during project preparation or initiation, when project operation 
can be subject to revenue shortfalls. The delivery of RBCF during implementation addresses these 
potential shortfalls while also benefiting from the earlier-stage finance flows.

The effective use of RBCF for policy report requires a set of enabling preconditions that should be 
assessed upfront, in order to the use of RBCF more effective. These include:

1. Generating political support: Host country government buy-in and alignment with the 
policy reform are fundamental to successful support through an RBCF approach. Since the 
implementation of policy reform is often a time- and resource-intensive process, governments 
should demonstrate ownership to make the necessary adjustments and overcome roadblocks. 
 

2. Developing robust governance frameworks: Successful RBCF implementation relies on well-
designed policies, including proper diagnosis and the creation of comprehensive policy 
frameworks, before the execution of the program. Such well-designed policies and the 
subsequent implementation of policy actions call for solid governance and the presence 
of legal and institutional frameworks, such as intragovernmental coordination bodies, clear 
leadership, and mechanisms for external consultation with industry leaders and civil society.  
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3. Enhancing administrative capacities: Countries need to have strong administrative capacities 
and systems in areas such as MRV for the measurement of emission reductions. This includes 
having in place functional data processing units, information technology (IT) systems, protocols, 
technical units, and personnel, among other elements. 

These conditions should be assessed whenever developing an RBCF approach in a given country. 
Where they are weak or missing, donors can support their development before or during the 
development and implementation of RBCF through such actions as providing technical assistance 
or other prefinancing options.

3. Steps to maximize RBCF impact
To maximize impact and the likelihood of success, RBCF projects should follow four steps, illustrated 
in figure 3.1 and explained below. 

Figure 3.1 Steps to Apply RBCF to Support Climate Mitigation Policies

Step 1. Understanding implementation costs associated with the policy

Estimation of the real country-specific costs associated with policy implementation will help define 
the amount of the support required and how much of it can be funded through RBCF. To implement 
the target policies successfully, countries need to take actions with specific costs. These can 
include the creation of, for example, communication campaigns or the provision of compensation 
packages to segments of society affected by the reform. The policy blueprints in section 4, below, 
outline specific actions and related costs for the three priority policies presented. 

Step 2. Defining RBCF funding size and timelines

The scope and duration of the RBCF support are informed by the implementation costs identified 
in the previous step and by providing incentives for best practice in policy implementation. To have 
an impact on emission reductions, they should reflect policy-specific factors, such as their timelines. 

Step 1: 
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implementation 
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Costs associated 
with 
implementation 
actions for each 
specific country 
case should be 
mapped out

Step 2: 
Defining RBCF 
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Step 3: 
Choosing the 
measurement 
and verification 
approach

Step 4: 
Deciding on the 
pricing structure

Based on the 
previous step, the 
RBCF’s value and 
timelines should be 
calibrated to meet 
implementation costs 
and delivery cycle

RBCF pays for VERs, 
and emission 
reductions (REs) are 
measured through a 
modelling approach 
to isolate the impact 
of external factors

Payments for VERs 
should be designed to 
reflect the estimated 
implementation costs, 
along with accounting 
for the benefits of 
these VERs and the 
need to create 
incentives consistent 
with implementation
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Step 3. Choosing the measurement and verification approach

Emission reductions associated with each policy are determined using a modelling approach to 
isolate the policy mitigation effect. The starting point to measure emission reductions through a 
modelling approach is to identify, based on the literature and country experiences, the impact 
channels from policy implementation to emission reductions—that is, to identify the policy theory of 
change. These impact channels are then included in the model as input variables.

The sequence for estimating and measuring emission reductions (ERs), illustrated in figure 3.2, is as 
follows: 

I. Estimation of baseline emissions: These are calculated by means of a modelling tool and 
represent the scenario without the policy. 

II. Estimation of ex ante emissions with the policy: As a reference point, the same model is 
estimated using ex ante estimations or projections of the input variables. 

III. Monitoring input variables: Actual values of input variables are monitored over time to 
track the progress of the effect of the policies on, for example, fuel prices or sales of efficient 
appliances. 

IV. Estimation of ex post emissions and ERs: Each year, or payment term of the RBCF, the 
estimated emissions are calculated ex post by updating the input variables with observed 
data. Next, ex post emissions are compared with the baseline values without the policy, which 
are also calculated ex post at this stage to act as a counterfactual to determine the ERs that 
will trigger RBCF payments. 

 Figure 3.2. Determining Emission Reductions from Climate Policies
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from policy to 
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This determines the mitigation potential of the 
policy and, thus builds the case for RBCF

At the start of the RBCF During the RBCF At each RBCF 
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This is key to evaluate 
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were pertinent and to 
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This value is 
compared with ex 
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reductions that trigger 
RBCF payments. 

Step 2: 
Estimation of 
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Step 3: 
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Step 4: 
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policy is affecting key 
variables in the model
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Once a solid ex post estimate of ERs is made, it must then be verified using the processes described 
in figure 3.3. 

Figure 3.3 RBCF Verification Process

Key government deliverables in the verification process

1 
ER Monitoring
Report

Responsibility: 
Country 
government

The ER Monitoring 
Report is submitted 
by the country to the 
World Bank trust 
funds (outcome 
payer). The report 
must include the 
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resulting from policy 
implementation, 
in line with the 
pre-agreed baseline 
and methodology

2
Verification

Responsibility: 
Independent 
verificaition body

The independent 
verification body, 
compliant with 
World Bank trust 
fund guidelines, 
reviews the country 
ER report. Findings 
and required 
adjustments are 
presented in a 
Validation and 
Verification Report 
and submitted to 
the country 
government for 
revision

3
Revisions

Responsibility: 
Country 
government

Government 
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required 
adjustments as 
presented in the 
Validation and 
Verification Report

4
ER Final 
Report

Responsibility: 
Country 
government

Following the 
review process, 
final ER findings 
that incorporate 
feedback from the 
independent 
verification body 
are presented in 
the ER Final Report. 
This report is 
submitted to the 
World Bank trust 
fund  

5
Payment

Responsibility: 
World Bank 
trust fund

Upon government 
submission of the ER 
Final Report, World 
Bank proceeds to 
RBCF payment 
process     

Source: World Bank.

Step 4. Deciding on the pricing structure

RBCF payments are designed to support the actions needed to implement the target policies. Their 
size reflects the costs associated with policy implementation and the volume of ERs generated 
through the policies. The pricing structure is determined using a three-step process:  

1. Consideration of policy implementation costs to inform the size of the RBCF. To enable 
successful implementation, RBCF payments should cover the costs of the actions needed 
for project implementation. 

2. Estimation of potential emission reductions for each policy. Consideration of the CO2 
emissions that could be avoided if each policy were implemented successfully and the 
value of these mitigation outcomes will ensure the RBCF payments reflect value-for-money.  

3. Definition of VER unit payments. The “price” the RBCF would pay per tonne of CO2 abated 
can be calculated as the ratio between the costs of the selected actions for policy 
implementation and the emission reductions estimated in the previous steps and informed 
further by incentivizing best practice policy implementation. 
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4. RBCF proposed blueprints for the three priority policies
4.1. RBCF in Fossil Fuel Subsidy Reforms

An FFSR involves the lowering or phasing out of fossil fuel subsidies. This can both reduce government 
expenditure on the subsidies and reduce emissions. Between 2015 and 2020, at least 53 countries 
on all continents took steps to reduce fossil fuel subsidies (Baršauskaitė 2022), including at least 37 
LMICs (Sanchez, Wooders, and Bechauf 2020; Merrill and Quintas 2019).  

Countries face several barriers to FFSR implementation, including insufficient government capacity 
to administer and coordinate the reform; reluctance of influential stakeholders with interests in the 
status quo; hardship for the poor and vulnerable, who disproportionately benefit from the subsidies; 
and diminished competitiveness of energy-intensive domestic industry.

RBCF can support FFSR by paying for costs associated with some of the actions to address these 
barriers and guarding against policy reversal, since payments are only made while the fiscal reform is 
in place and emission reductions result. RBCF payments also bring ER estimations and transparency 
to better understand and value the climate mitigation benefits from FFSR.
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BOX 4.1 RBCF BLUEPRINT FOR FFSR

1. Understanding implementation costs associated with FFSR 
A first step is to map FFSR implementation actions and their associated costs, which vary 
across countries and depend on the scope of the reform. Table 4.1 lists some key measures 
that have been identified to address the barriers found in LMICs and provides examples of the 
actual costs related to similar measures in several countries.

Table 4.1 Key Measures to Address Barriers to FFSR Reform in LMICs

FFSR implementation actions Sample costs for similar measures (USD)

•	 Reinforcement of government capacities, 
including intergovernmental and interagency 
coordination, and modelling of impacts and prices 

•	 12 million in Egypt

•	 300,000 in Paraguay

•	 170,000 in Belize

•	 Targeted programs for knowledge transfer and 
facilitation of investments in clean technologies 

•	 37.5 million for four LATAM countries

•	 Implementation of large communication and 
stakeholder engagement campaigns

•	 1.45 million in Turkey

•	 Deployment of compensation packages to the 
vulnerable through reinforced social security nets

•	 450 million in Jordan

•	 435 million in Angola

•	 400 million in Egypt

•	 2.5 million in Indonesia

•	 Ongoing communication campaigns about 
the reform and the introduced compensation 
measures 

•	 1 million in Pakistan

Source: World Bank. Cost examples are sourced from a range of policy reports and case studies. For the complete 
list of references, see the reference report for this note, Results-Based Climate Finance to Support Mitigation 
Policies in Developing Countries. 

Note: Illustrative costs are real-life examples found in countries adopting similar measures and do not represent 
the real cost of applying the measures in a given country. The real cost would have to be calculated ad hoc, 
considering the country context (size, population, market size of the referred sector, etc.), situation of the sector and 
of the policy reform, and existing capacities in the public and private sectors, among many other circumstances. 
See section 3 and annex 3 of the main report for additional details on these examples.

2. RBCF funding size and timelines
The size and duration of the RBCF support are aligned and consistent with the implementation 
costs identified in the previous step and should reflect specific FFSR factors, such as 
implementation timelines, the scope and graduality of the reform, and its expected impact on 
emission reductions. 

In the context of this RBCF approach, total payments per policy per year are assumed to be 
on the order of USD 30 million to USD 50 million for a crediting period of five to seven years, 
following the existing practice for relevant World Bank RBCF funds. 
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3. Measurement and verification
Input variables to be included in the ER estimation model are selected based on the FFSR 
theory of change (see figure 4.1). FFSR increases fossil fuel prices across the value chain and 
for end consumers, which both advantages alternative, cleaner fuels and reduces energy 
demand, leading to a drop in emissions. 

Figure 4.1. Theory of Change for an FFSR

Source: Based on Kuehl et al. 2021.

Potential input variables for FFSR include the following:

•	 Share of fossil fuel subsidies relative to total fuel price 
•	 Fuel price levels in the country
•	 Fuel consumption levels
•	 Share of consumption of alternative sources
•	 Price and demand elasticities

4. Payment structure
RBCF payments are designed to reflect the costs associated with the policy reforms and to 
account for the value of these reforms in terms of VERs. 

RBCF payments are defined following the three-step methodology introduced above:  

I. Consideration of policy implementation costs which influences the size of the RBCF 
payment. To incentivize successful implementation effectively and provide additional 
resources for this process, RBCF payments should cover a significant fraction of the 
costs incurred during the FFSR implementation process. 

II. Estimation of potential emission reductions. To ensure RBCF payments reflect value-
for-money, the CO2 that could be avoided if the FFSR were implemented successfully 
and the value of these mitigation outcomes must be considered. 

III. Definition of VER unit payments. The “price” the RBCF will pay per tonne of CO2 abated 
is calculated as the ratio between the costs and emission reductions estimated in the 
previous steps, taking into account incentive effects, as well.

1
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4.2. RBCF in EES policies for appliances

Energy efficiency (EE) standards for appliances can be either mandatory or voluntary. They stipulate 
the minimum efficiency or maximum energy-use levels of appliances, sometimes prohibiting the sale 
of products whose efficiency is below the defined minimum (IEA and OECD 2000). Between 2015 and 
2020, at least 122 policies covering EE standards(EESS) in appliances were passed or implemented in 
at least 23 developing countries, spread across almost all world regions (IEA 2021).

LMICs face specific barriers for EES implementation. The main ones are informational gaps and 
lack of experience regarding the EE of appliances and insufficient capacity to administer the 
reform; limited capacity to test the EE levels of appliances; higher upfront costs of energy-efficient 
appliances; opposition from manufacturers or retailers who benefit from the supply chain of 
incumbent technologies; limited availability of appliances with higher EE; and a lack of awareness 
about the benefits of energy-efficient appliances. 

Responding to these barriers, RBCF can support EES implementation in several ways: 

1. RCBF can provide additional financial resources that specifically target EES&L implementation 
costs related to actions intended to address the barriers.

2. By tying funding to results, RBCF can support governments in focusing on effective implementation 
of EES, which entails sustained efforts to monitor the market and enforce compliance. By tying 
funding to VERs that are attributable to EES, RBCF can help governments internalize benefits 
from EES and close the gap between the shorter-term costs they assume and the long-term 
materialization of savings from improved energy efficiency. 

3. RBCF can promote policy ownership and local market relevance by providing the flexibility to 
iterate and adapt. Increased flexibility can enhance political commitment and incentives, and it 
allows the policy to be tailored to the local context, with consideration of consumer preferences 
or patterns in the use of appliances. Flexibility also helps with the incorporation of lessons—for 
example, those related to consumers’ reactions—as the EES reform advances.
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BOX 4.2 RBCF BLUEPRINT FOR EES FOR APPLIANCES

1. Understanding implementation costs associated with EES  
A well-informed RBCF support is initiated by mapping the financial needs for implementation. 
EES&L implementation actions and their associated costs vary considerably across countries 
and greatly depend on the scope of the policy. 

Table 4.2 illustrates an implementation cost mapping exercise by providing examples of key EES 
implementation actions and of costs for similar measures across a range of contexts. 

EES implementation actions Sample costs for similar measures (USD)

• Building of administrative capacity • 13 million in South Africa

• Establishment of nationally accredited testing 
facilities or agreements with external laboratories

• 5 million in Turkey

• 2.3 million in Sudan

• 700,000 in Egypt

• 500,000 for the SEAD

• Training and engagement with manufacturers, 
importers, and retailers 

• 260,000 in Pakistan

• Promotion of a market shift and assurance of a 
supply of energy-efficient appliances

• 3.7 billion in China

• Provision of financial incentives and other 
innovative financing mechanisms

• 8.7 billion in Japan

• 2.6 billion in France

Source: World Bank. Cost examples are sourced from a range of policy reports and case studies. For the complete 
list of references, see the reference report for this note, Results-Based Climate Finance to Support Mitigation 
Policies in Developing Countries.

Note: Illustrative costs are real-life examples found in countries adopting similar measures and do not represent 
the real cost of applying the measures in a given country. The real cost would have to be calculated ad hoc, 
considering the country context (size, population, market size of the referred sector, etc.), situation of the sector and 
of the policy reform, and existing capacities in the public and private sectors, among many other circumstances. 
See section 3 and annex 3 of the main report for additional details on these examples.

2. RBCF funding size and timelines
The size and duration of the RBCF are aligned and consistent with the implementation costs 
identified in the previous step and should reflect specific EES factors, such as implementation 
timelines, the scope of appliances to which the funding will apply, and the expected impact on 
emission reductions. 

As with FFSRs and feebates, total payments per policy are assumed to be on the order of USD 
30 million to USD 50 million for a crediting period of five to seven years. 
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3. Measurement and verification
Input variables to be included in the ER estimation model are selected based on the EES 
theory of change (see figure 4.2). EES policies phase out inefficient appliances from the market 
to reduce household and industrial energy consumption, reducing emissions generated. 

Figure 4.2. Theory of Change for an EES Policy

Source: Based on Tamakloe 2021 and IEA 2019. 

Potential input variables for FFSR include the following:

•	 Market share of efficient appliances
•	 Appliance average efficiency for a given service (for example, refrigeration)
•	 Annual electricity savings
•	 Energy consumption
•	 Energy consumption by energy source
•	 Electricity grid emission factor
•	 Consumer preferences and/or price elasticities

4. Payment structure
RBCF payments are designed to reflect the costs associated with the EES policy and to 
account for the value of these reforms in terms of VER. The payments are defined following 
the three-step methodology:   

I. Consideration of policy implementation costs which influences the size of the RBCF 
payments to incentivize successful implementation effectively and provide additional 
resources for this process, RBCF payments should cover a significant fraction of the 
costs incurred during the EES implementation process.

II. Estimation of potential emission reductions. To ensure RBCF payments reflect value-
for-money, the CO2 that could be avoided if the EES were implemented successfully and 
the value of these mitigation outcomes must be considered.

III. Definition of VER unit payments. The “price” the RBCF will pay per tonne of CO2 abated 
is calculated as the ratio between the costs and emission reductions estimated in the 
previous steps taking into account incentive effects as well.
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4.3 RBCF in feebate policies for low-carbon vehicles

Feebates for low-carbon vehicles impose a fee on inefficient or heavy-emitting vehicles and pro-
vide a rebate on energy-efficient and/or electric ones to encourage car buyers to choose more 
efficient and lower-emission vehicles and encourage manufacturers to produce them (German 
and Meszler 2010).

Although some developing countries provide incentives for low-emission vehicles and impose 
carbon taxes on vehicles that emit more CO2 emissions, feebate programs are more abundant 
in high-income countries. At least 34 feebate-related policies, covering 15 countries, were passed 
in LMICs between 2000 and 2020. Other countries have introduced fees or rebate-only programs 
(German and Meszler 2010).  

LMICs face specific barriers to the implementation of feebate policies. The main ones are limited 
capacity for enforcement and feebate adjusting; insufficient facilities and capacities for vehicle 
emissions testing; limited buy-in to the reform by manufacturers, importers, and dealers because 
of poor communication and lack of incentives to introduce low-emission vehicles to the market; 
loss of competitiveness of national vehicle industry because of manufacturers’ limited capacity to 
produce EVs; lack of awareness by and incentives for consumers to buy low-emission vehicles; and 
lack of appropriate infrastructure for low-carbon vehicles. 

Responding to this need, RBCF can support the implementation of feebate policies in several ways: 

a) By providing additional resources to alleviate financial efforts to cover implementation 
costs. These could include awareness campaigns for consumers and importers; adaptation 
of infrastructure to low-emission vehicles; studies; and capacity building to carry out pivot-
point adjustments and tax governance strengthening. Additional resources could also cover 
the costs of setting up or providing access to CO2 testing facilities that are often not readily 
available in LMICs. 

b) By tying payments to VERs. This supports the policies in three ways:
•	 By shifting attention to feebate policies that lead to VERs, RBCF can help align government 

stakeholders and facilitate coordination of fiscal governance.  

•	 RBCF enhances improvements in MRV systems and capacity, which is necessary to facilitate 
sustained implementation of the feebates. Particularly, MRV systems should facilitate an 
accurate diagnosis of vehicle emission levels and regular monitoring.   

•	 RBCF can lead to locally relevant implementation processes by providing flexibility to 
iterate and adapt. By focusing on VERs, RBCF can allow governments to adapt the fiscal 
strategies and systems in place to achieve effective implementation of the feebate 
schemes. 
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BOX 4.3 RBCF BLUEPRINT FOR FEEBATE POLICIES

1. Understanding implementation costs associated with feebate 
policies.    

•	 A well-informed RBCF is initiated by mapping the financial needs for implementation. 
Feebate policy implementation actions and their associated costs vary considerably 
across countries and greatly depend on the scope of the reform. 

•	 Table 4.3 illustrates an implementation cost mapping exercise by providing examples of 
key feebate policy implementation actions and approximate associated costs across a 
range of contexts. 

Table 4.3 Key Measures to Address Barriers to Feebates in LMICs

Feebates implementation actions Sample costs for similar measures (USD)

• Building of administrative capacity (teams and 
systems) to implement a system to collect the 
fees and distribute the rebate

• 2.8 million in Jamaica

• Investment in technology and capacity building 
for the emission testing facilities or in the 
promotion of partnerships for this purpose

• 6.03 million for the establishment of the 
lab and 1.07 million for its yearly operation 
in Chile

• Implementation of communication campaigns 
and incentive programs that send clear 
messages to stakeholders in the vehicle market 

• 1 million in Pakistan

• Investments in the development and 
strengthening of national electric vehicle 
industries

• 1.2 billion in India

• 3,050 million in Spain

• 975,000 in Jamaica

• Communication campaigns to raise awareness 
about the benefits of electric vehicles and the 
feebate program

• 4.72 million in the EU

• 1 million in Pakistan

Source: World Bank. Cost examples are sourced from a range of policy reports and case studies. For the complete 
list of references, see the reference report for this note, Results-Based Climate Finance to Support Mitigation 
Policies in Developing Countries.

Note: Illustrative costs are real-life examples found in countries adopting similar measures and do not represent 
the real cost of applying the measures in a given country. The real cost would have to be calculated ad hoc, 
considering the country context (size, population, market size of the referred sector, etc.), situation of the sector and 
of the policy reform, and existing capacities in the public and private sectors, among many other circumstances. 
See section 3 and annex 3 of the main report for additional details on these examples.

2. RBCF funding size and timelines
The size and duration of the RBCF are aligned and consistent with the implementation costs 
identified in the previous step and should reflect specific feebate policy factors, such as 
implementation timelines, scope of application, and the policy’s expected impact on emission 
reductions. 

Total payments per policy per year are assumed to be on the order of USD 30 million to USD 50 
million for a crediting period of five to seven years, following the existing practice for relevant 
World Bank RBCF funds.  
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3. Measurement and verification
Input variables to be included in the ER estimation model are selected based on the feebate 
policy theory of change (see figure 4.3). Introduction of a feebate policy should bring about 
an increase in sales of efficient vehicles. This will lead in turn to a progressively larger share of 
low-emission vehicles in the market, which will replace high-polluting vehicles and result in 
reduced emissions. 

Figure 4.3. Theory of Change for a Feebate Policy

Source: Based on Durrmeyer 2021, Winners and Losers: The Distributional Effects of the French Feebate on the 
Automobile Market. 

Based on the above theory of change, input variables that could be included in 
the emission reduction estimation model include the following: 

•	 Market share of low-emission vehicles
•	 Rate of replacement of inefficient cars 
•	 New vehicle emission averages in comparable units (for example, CO2/km)
•	 Energy consumption by energy source
•	 Consumer preferences and/or price elasticities

4. Payment structure
RBCF payments are designed to reflect the costs associated with the implementation of 
feebate policies and to account for the value of these reforms in terms of VER. As in the other 
policies, RBCF payments are defined following a three-step methodology:    

I. Consideration of policy implementation costs which influences the size of the RBCF 
payments to incentivize successful implementation effectively and provide additional 
Consideration of policy implementation costs, informing the size of the RBCF. To 
incentivize successful implementation effectively and provide additional resources for 
this process, RBCF payments should cover a significant fraction of the costs incurred 
during the feebate implementation process. 

II. Estimation of potential emission reductions. To ensure RBCF payments reflect value-
for-money, the CO2 that could be avoided if the feebate policy were implemented 
successfully and the value of these mitigation outcomes must be considered. 

III. Definition of VER unit payments. The “price” the RBCF will pay per tonne of CO2 abated 
is calculated as the ratio between the costs and emission reductions estimated in the 
previous steps taking into account incentive effects as well. 

1
Feebate 
policy is 
effectively 
implemented

2
Sales of 
low-emission 
vehicles 
increase

3
Sales of high-
emission 
vehicles 
decrease

4
Market share 
of low-
carbon 
vehicles 
increases

5
Greenhouse 
gas 
emissions 
are reduced
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5. Conclusion
RBCF provides an additional tool that complements other development and climate finance 
instruments to help LMICs introduce policies that drive decarbonized development.  It can support 
such policies in several ways:

•	 By providing funds for actions to address some of the barriers to implementation 
•	 By guarding against policy reversal, since payments are only made while policies remain in place
•	 By facilitating access to carbon markets
•	 By focusing attention on results
•	 By encouraging the setup of solid MRV systems that support transparency and public 

accountability. 

Existing and planned World Bank trust funds, such as the Transformative Carbon Asset Facility (TCAF)3 
and Scaling Climate Action by Lowering Emissions (SCALE)4, are in a position to provide the RBCF 
needed to help bring these benefits to LMICs to support their sustainable development strategies.

3  https://tcafwb.org/

4  https://www.worldbank.org/en/programs/scale
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