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Cost structure of green energy technologies differs from fossils
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Result 1: (Cheap) project finance is crucial for renewables
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Renewables with much lower risk than 
fossil fuels – still, use more project finance
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Steffen, B. (2018), The importance of project finance for renewable energy projects, Energy Economics (69), 280–294.

Key reason: small balance sheets 
of new players in industry

Results from regression analysis on rationales to 
use project finance

1. Contamination risk

2. Debt overhang

3. Securitization

Negative financial 
synergies with 
existing business

4. Information asymmetry
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5. Agency owners & mgrs

(Further) market 
imperfections

6. Horizontal joint ventures

7. Independence civic prjcts

Considerations 
regarding 
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Result 2: DE an example for strong decline in financing cost
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Egli, F., Schmidt, T.S., Steffen. B. (2018), Dynamics of Renewable Energy Finance: The example of Germany, mimeo.
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State investment banks an important green growth policy?
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1

Summary of transactions

Project name Number of 
projects

Sector Direct investments
(£m)

Fund investments
(£m)

Fund  
manager

Locations

GIB  
investment

Total  
transaction 

size

GIB 
investment

Total  
transaction  

size

Wick district heating network 1 EE – – 4.8 9.8 Equitix 1

LID offshore wind farms2 1 OSW 241.9 423.3 – – – 1

De Lage Landen funding alliance3 1 EE – – – – – 1

Gloucester Waste PPP extension4 0 W&B 15.4 30.6 – – – 0

Blackcraig wind farm 1 OSR 49.5 103.8 – – – 1

Northern Ireland on-farm AD: Edenmore 1 W&B – – 1.7 3.5 Foresight 1

NHS Tayside energy efficiency programme 1 EE – – 7.7 15.4 Aviva 1

Santander LED retrofit programme 1 EE – – 8.4 17.5 SDCL 814

Belfast energy from waste plant 1 W&B 47.1 107.3 – – – 1

Galloper offshore wind farm 1 OSW 119.0 1790.2 – – – 1

Nottingham CHP plant 1 W&B – – 14.7 30.0 Equitix 1

Cramlington CHP plant 1 W&B 21.3 138.0 – – – 1

Southend streetlighting project 1 EE 8.7 13.8 – – – 1

Sheffield CHP plant 1 W&B – – 14.6 30.0 Equitix 1

Scotland-wide heat pump installation 
programme 1 EE – – 1.9 4.0 Equitix 1

UK-wide LED lighting installation programme 1 EE – – 2.4 5.0 Equitix 1

Rampion offshore wind farm5 1 OSW 306.5 1184.7 – – – 1

Albion Community Power6 4 OSR – – – – – 4

2015-16 total 20 – 809.4 3791.7 56.2 115.2 – 833

2014-15 total 22 – 673.6 2371.6 66.9 274.3 – 51

2013-14 total 17 – 616.6 2331.9 39.8 124.3 – 185

2012-13 total 7 – 460.4 2096.5 9.8 36.9 – 7

Total to date 66 – 2560.0 10591.7 172.7 550.7 – 1076

1. Includes investments made by the GIBFS-managed Offshore Wind Fund.
2. Total transaction value includes the acquisition of Glens of Foudland onshore wind farm by BlackRock.
3. Investments made by De Lage Landen funding alliance capitalised in 2014-15.
4. Additional investment in Gloucester Waste PPP first capitalised in 2012-13.
5. GIB’s initial investment of £236m in Rampion offshore wind farm was subsequently increased to £306m in July 2015.
6. Investments made by Albion Community Power, capitalised in 2014-15.

Last updated 2 March 2016.   

 Key: EE = energy efficiency; OSW = offshore wind; W&B = waste & bioenergy; OSR = onshore renewables

To date, GIB1 has invested in 66 green infrastructure projects and seven funds. We have 
directly committed £2.6bn to the UK’s green economy into transactions worth £10.6bn.
This summary is designed to provide an overview of the transactions to which GIB has committed capital, at the point of financial close.

Transactions to date

RQ: What is the role of state investment banks in mobilizing private downstream finance 
for green technologies, thereby enabling innovation and technological change?

Geddes, A., Schmidt, T.S., Steffen, B. (2018), The multiple roles of state investment banks in low-carbon energy finance: An 
analysis of Australia, the UK and Germany, Energy Policy, forthcoming.
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Result 3: State invest banks crucial well beyond capital provision
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Interview study

Data
§ Comparative, qualitative study 

DE (KfW), UK (GIB), AU (CEFC)

§ Semi-structured interviews with 

56 developers and investors

A. Capital Provision and De-risking Roles
§ Direct funding for crucial gaps, concessional or commercial terms

§ De-risking instruments (e.g., guarantees)

B. Educational Role
§ Specialist internal expertise (e.g. accurately assessing risks)

§ Financial innovation & standardization

C. Signaling Role
§ SIB reputation crowding-in private equity & debt

§ “SIB participation signal” with effect on financing cost

D. First or Early Mover
§ Early movers with respect to new technologies (in the country), 

new deal structures, new manufacturers and developers

Geddes, A., Schmidt, T.S., Steffen, B. (2018), The multiple roles of state investment banks in low-carbon energy finance: An 

analysis of Australia, the UK and Germany, Energy Policy, forthcoming.
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Summary and acknowledgments
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Financing conditions matter for key sectors of green growth such as renewables

Lower financing costs played their part for strong growth of renewables, e.g. in DE 
– besides general interest rate levels, financial sector experience curve important

State investment banks seem important policy instrument for green growth, with 
roles going beyond capital provision and de-risking
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expressed & arguments employed herein do not necessarily reflect the official views of the Swiss Government. 
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