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IDENTIFICATION OF BOTTLENECKS
TO SUSTAINABLE FINANCE
IN THE AMAZON REGION

This executive summary presents findings from the Green Coalition study on sustainable finance in the Amazon
region. The Green Coalition of Public Development Banks (“Green Coalition”), a strategic alliance of 17 Public
Development Banks (“PDBs”) and 3 multilateral institutions as International Partners, aims to catalyze finance for
inclusive, sustainable activities in the Amazon region. The study, a product of Workstream 1, was conducted by
the consultancy Palladium Group between June and December 2024. It examines the challenges and
bottlenecks that the Green Coalition PDBs face in increasing sustainable investment in the Amazon region,
drawing from their perspectives and literature to identify issues and potential solutions on both the liability and
asset sides.

METHODOLOGY FOR IDENTIFYING AND ANALYZING BOTTLENECKS

The study employed a two-step methodology, beginning with data collection and followed by a comprehensive
bottleneck analysis. Data collection was conducted through semi-structured interviews with representatives from
the Green Coalition PDBs to assess the common challenges they face in financing sustainable activities in the
Amazon. These interviews provided qualitative insights into the experiences and perspectives of the PDBs,
focusing on frequently mentioned challenges. Additionally, a systematic review of academic literature and
technical reports was performed to complement the interview findings, allowing for the identification of recurring
patterns, as well as the development of targeted recommendations for the PDBs to address the bottlenecks.

For the analysis, an inductive approach was used to synthesize the collected information into a structured
database. The database compiled over 100 testimonies, indexing them according to keywords and themes to
facilitate systematic grouping. Through this process, 17 distinct bottlenecks were identified, categorized, and
analyzed. Each bottleneck was described in terms of its impact on the Green Coalition PDBs, classified as
affecting either liabilities, assets, or both. Furthermore, the bottlenecks were grouped into three overarching
categories: i) Governance and Institutional Challenges, ii) Financial Challenges, and iii) Environmental and
Socioeconomic Challenges. A “problem tree” analysis was conducted to illustrate the interactions among these
bottlenecks, highlighting their cause-and-effect relationships. Finally, insights were generated to propose
recommended solutions at the Green Coalition level to address these challenges.
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FINDINGS AND ANALYSIS OF IDENTIFIED BOTTLENECKS

The findings of the study revealed an interdependent set of challenges that can restrict the capacity of PDBs to
finance sustainable development in the Amazon. These bottlenecks, listed below, impact both the supply of and
demand for green and social financing, potentially hindering the PDBs’ ability to mobilize and deploy resources
effectively. The study tabulated the number of times each bottleneck was mentioned and by how many banks,
the results of which are shown in figure 1 further below. While a few bottlenecks were mentioned over 15 times,

no one bottleneck was mentioned by more than 7 banks.

Table 1. List of identified bottlenecks and descriptions of their categories
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Bottlenecks

Regional development strategy that is non-existent,
inefficient or incompatible with reality.

Difficulty in obtaining information for credit granting processes.

Lack of uniform taxonomy and difficulties in implementing

existing taxonomies.

Low regularization of land rights.

Limited administrative and operational capacity of the PDBs.

Insecurity and armed conflicts.

Political and economic instability.

High operating costs to access funding.

Low diversification of financing sources.

Shortage of funds at differentiated cost for development.

Lack of technical and administrative capacity of the beneficiaries.
Low banking penetration rate in Amazonian communities.

Lack of basic infrastructure, such as energy, telecommunications

and logistics.

Shortage of projects that balance economic, social and

environmental aspects.

Difficulty in developing sustainable chains and connecting to the

market.

Lack of guarantees to make access to credit viable.

Complexity in the supervision and mitigation of socio-

environmental risks.

Category

1. Governance
and Institutional
Challenges

2. Financial
Challenges

3. Environmental
and Socioeconomic
Challenges

Description

Bottlenecks arising from
legislation, as well as the
enactment and
implementation of public
policies, also related to the
institutional policies of PDBs.

Bottlenecks related to PDBs
obtaining resources.

Bottlenecks related to the
unique social, environmental
and economic characteristics
of the territory, such as
biological and cultural
diversity, scale, and access.
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Among the three main categories, Environmental and Socioeconomic Challenges emerged as the most
frequently cited bottlenecks (see figure 1), largely categorized on the assets side (see figure 2). In particular, the
recurring issue most cited by the PDBs (mentioned 17 times by 7 different banks) was the limited technical and
administrative capacity of beneficiaries, including small businesses, cooperatives, and local governments
(Bottleneck K). Many potential borrowers lack the expertise and financial literacy required to develop bankable
projects and navigate complex financing mechanisms. Without the appropriate technologies, natural resource
management, rural production skills, and financial literacy, agricultural productivity can be weakened, leading to
inefficient and unsustainable land-use systems. This bottleneck particularly reduces the pipeline of viable
investment opportunities.

Figure 1. Bottlenecks by frequency of mentions and number of banks that make such mentions
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The third-most cited bottleneck, infrastructure deficiencies can exacerbate other challenges (Bottleneck M). The
Amazon region is characterized by poor transportation networks, unreliable energy access, and limited digital
connectivity, all of which can hinder economic activity and increase the cost of project implementation. These
structural constraints create logistical barriers that can discourage investment and make it difficult for financial
institutions to engage with remote communities in the Amazon, as noted by a few banks (Bottleneck L). Limited
banking infrastructure, poor internet access, cultural barriers, and geographic isolation restrict credit access from
formal sources. Thus, dependence on the informal economy further limits financial inclusion, hindering local
business growth and increasing economic vulnerability.

Another critical challenge, mentioned multiple times by 7 Green Coalition PDBs, is the difficulty in developing
sustainable value chains (Bottleneck O). Many economic activities in the Amazon, such as agroforestry, fisheries,
and ecotourism, require well-structured supply chains to ensure long-term viability. However, weak market
linkages, limited access to technical assistance, and the lack of incentives for sustainable business models
prevent the scaling of these activities. Moreover, collateral is often absent among smallholders and
entrepreneurs, severely limiting their ability to access credit, as financial institutions often require guarantees to
mitigate risk (Bottleneck P). High indebtedness, default risks, and reliance on movable assets as collateral
prevent borrowers from securing formal loans or lead to high borrowing costs.
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The limited availability of projects that successfully integrate economic, social, and environmental considerations
creates challenges for PDBs primarily on the assets side (Bottleneck N). Just as initiatives with positive social
outcomes can sometimes harm the environment, strict environmental safeguards can reduce the financial
viability of socially beneficial investments. This can lead to an uneven investment landscape, resulting in a
constrained pipeline of eligible projects. Additionally, the Amazon's unique environmental and social context
necessitates rigorous monitoring and risk mitigation, which increases costs and complicates project
implementation (Bottleneck Q). While this particular challenge can be directly addressed by the PDBs, the
complexity of managing such risks further limits their ability to allocate resources effectively.

Figure 2. Classification of the bottlenecks in terms of their impact on PDBs’ assets, liabilities, or both

Challenges associated with liabilities Challenges related to assets

Low land rights regularization

High operating costs to access funding. agf;g;%rfgfzgggg:es or

credit concession processes.

Low level of banking penetration in the
Amazonian communities.

Lack of technical and administrative

capacity of the beneficiaries.
Low diversification of funding sources.

Lack of guarantees to make

Lack of differentiated cost financing access to credit viable.
for development.

Complexity of monitoring and mitigating
environmental and social risks.

Difficulties in developing sustainable

Lack of projects that balance economic,
chains and market linkages. prol

social and environmental aspects.

Challenges affecting both sides

Political and economic . S ’ . Lack of basic infrastructure, such as energy,
instabilty. Limited administrative and operational capacity of PDBs. telecommunications and logistics.
Non-existent, ineffective or mpompatnble reglonql Insecurity and armed confiict.
development strategy. Insecurity and armed conflict.

Bottleneck Categories ® Governance and Institutions @ Financial @ Environmental and Socio-economic

Lack of uniform taxonomy and difficulties in

implementing existing taxonomies.

Governance and Institutional Challenges also play a fundamental role in constraining sustainable finance in
the Amazon, often affecting both the liabilities and assets sides. One of the most prominent issues in this
category, cited 8 times by 5 banks, is the lack of a coherent regional development strategy that aligns policies,
financial mechanisms, and sustainability goals (Bottleneck A). Without a cohesive strategy which fully accounts
for the Amazon region’s unique socio-economic and environmental characteristics, public incentives and
regulations are often misaligned with sustainable development, prioritizing economic growth at the expense of
socio- environmental concerns. As a result, PDBs may misjudge applicant risk, leading to inefficient lending,
while strict requirements hinder credit access for borrowers with limited capacity.

Another major challenge is the difficulty in obtaining reliable data and information for credit assessments
(Bottleneck B). The scarcity of accurate environmental, social, and economic data increases uncertainty and
makes it challenging for financial institutions to evaluate project risks and impacts. This problem is further
compounded by the absence of standardized taxonomies for sustainable investments, making it difficult for PDBs
to classify, monitor, and report on their green financing activities (Bottleneck C). This was a frequent issue,
mentioned by a subset of 5 banks interviewed. The lack of a standardized system complicates alignment with
stakeholders and challenges companies’ capacity to implement evolving national regulations. For PDBs, this
affects both liabilites — by hindering resource allocation — and assets — by creating inconsistencies in
sustainability assessments, risking greenwashing or regulatory breaches. Additionally, land tenure insecurity
remains a persistent issue, as the lack of clear land rights creates legal uncertainties that discourage investment
in conservation and sustainable land-use projects (Bottleneck D).
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Additional Governance and Institutional Challenges, mentioned by a handful of Green Coalition PDBs, include
the PDBs’ administrative and operational constraints, such as misaligned strategic planning, insufficient
resources, and ineffectual staff training, particularly for work in the Amazon (Bottleneck E). These limitations
hinder their ability to secure funding and structure sustainability portfolios while also reducing their effectiveness
in working with beneficiaries. Additionally, insecurity and armed conflict can limit economic activity and increase
borrowing risks, further restricting PDBs’ lending capacity (Bottleneck F). Political and economic instability can
also exacerbate these challenges by creating uncertainty for funders and complicating long-term planning
(Bottleneck G). These last two bottlenecks lie beyond PDBs’ direct control, yet they can be critical to shaping their
ability to support sustainable development in the region.

Financial Challenges primarily affect the liabilities side of the Green Coalition PDBs, limiting their ability to
mobilize funds at scale. As mentioned by 6 PDBs interviewed, they often face high operational costs to access
financing, particularly when dealing with international climate funds and development finance institutions
(Bottleneck H). The administrative burden associated with compliance, reporting, and project structuring
increases transaction costs, making it difficult for smaller PDBs to participate in large-scale initiatives.

Another key Financial Challenge, noted by 3 banks, is the lack of diversification in funding sources (Bottleneck I).
PDBs often rely on a few funding which may constrain the PDBs’ investment capacity, increase financial risk, and
make them more vulnerable to market fluctuations. Additionally, loan costs often do not account for PDBs’
developmental mission, restricting access to financing tailored for underserved populations and reducing the
attractiveness of financial products designed for them (Bottleneck J). Both issues impact the liabilities side of
PDBs and have the potential to be addressed directly by the PDBs.

INTERCONNECTIONS BETWEEN BOTTLENECKS

While the bottlenecks outlined above have distinct characteristics and impacts, they are interconnected, each
contributing to a complex web of interactions. The following figure 3 presents a problem tree, depicting one of
many possible configurations. Problems marked with a star fall within the direct sphere of influence of the PDBs,
per the study’s methodology, and serve as key areas for recommendations, listed further below.

Figure 3. Problem tree showing the relationships between bottlenecks and their effects
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N Low level of land Lack of Assets Side HCee
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sustainable activities

Limited access to in the Amazon.
Difficulty in obtaining existing sustainable

Political and
economic instability.

Lack of technical information from credit.
and administrative beneficiaries for credit
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Reduced demand for
sustainable finance. —
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Lack of basic Amazonian > that balance social, 4T

infrastructure communities. economic and
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05



Lack of investment due to structural problems: The lack of sustainable investment in the Amazon stems
from deep-rooted structural problems. Political and economic instability create a high-risk environment that
discourages both public and private investment. Additionally, the absence of a regional sustainable
development strategy leads to uncertainty and inefficient resource allocation. This is particularly evident in
the struggle to establish basic infrastructure, which is a prerequisite for broader investment. These structural
barriers can affect both the availability of finance (liabilities side) and the capacity of the PDBs to invest
effectively (assets side).

Institutional and operational constraints as multipliers: Institutional and operational challenges within
PDBs can further exacerbate structural issues. Limited resources, insufficient staff, and inefficient
management systems may hinder project evaluation and execution. Additionally, the absence of a
standardized taxonomy for sustainable investments creates inefficiencies and complicates data
comparability. These constraints can weaken PDBs' ability to identify and support impactful projects.

Financial challenges as key barriers: Financial barriers play a central role in limiting investment in the
Amazon region. A lack of diversified funding sources and the high cost of accessing finance restrict the
scalability of sustainable initiatives. This challenge is compounded by a shortage of development-oriented
financing, which is essential for supporting projects in vulnerable areas. Limited financial accessibility, both in
terms of quantity and cost, significantly constrains PDBs' ability to foster investment in remote and
underbanked regions.

Socio-economic and environmental challenges as determinants of project viability: Socio-economic
and environmental factors greatly affect project viability. Low banking penetration in Amazonian communities
restricts financial access and is further aggravated by weak technical and administrative capacity, resulting in
inefficient resource use. Additionally, limited infrastructure, including energy, telecommunications, and
logistics, hinders both project implementation and long-term sustainability.

Environmental factors such as climate variability threaten production, complicating the creation of
sustainable value chains. Communities face the dual burden of adapting to environmental changes while
meeting immediate income needs and often must resort to unsustainable land-use practices. Supporting
bio-economies and resilient production systems that align with local conditions is crucial. Furthermore,
limited financial literacy and reliance on informal financial systems, such as predatory lending, reinforce
economic vulnerability. Addressing these challenges requires comprehensive strategies including financial
education and access to credit guarantee mechanisms, to empower communities and promote inclusive,
sustainable investment.
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RECOMMENDATIONS FOR THE GREEN COALITION

The challenges outlined create an unmet demand for financing sustainable projects in the Amazon. Addressing
these issues requires a coordinated approach that strengthens PDBs’ institutional capacity, improves access to
diverse financial resources, and supports beneficiaries in developing projects that are sustainable and inclusive.
Promoting initiatives that address multiple bottlenecks simultaneously will enhance the efficiency of interventions.
Additionally, for challenges beyond PDBs' direct influence, the Green Coalition should seek to foster coordinated
efforts and advocacy with key external stakeholders to ensure comprehensive and collaborative solutions.

The following recommendations aim to address bottlenecks at the Green Coalition level rather than at the level
of individual PDBs, as this offers a reduction in transaction costs and increases the potential impact. The
recommendations align with the Green Coalition’s workstreams and focus on bottlenecks whose solutions fall
within the scope of what can potentially be addressed by the PDBs. For further details on the recommended
solutions for the Green Coalition, please see the final report summary (4).

Workstream 4:
Resource
Mobilization

Workstream 3:
Financial Products and
Technical Assistance

Workstream 2:
Common
Framework

Workstream 1:

Market Mapping, Integration,
and Collaboration

® Develop shared digital tool /
platform to collect and
share data and progress.

® Adoption by the Green ® Support the structuring of
Coalition of a common financial instruments that
approach to sustainable mitigate risks in Amazonian
investments, thematic projects and are tailored to
bond frameworks, the specific needs of
securities issuance, and beneficiaries.
monitoring tools, in
alignment with funders'
mandate profiles.

® Explore alliances with
potential funders and
external entities, particularly
in securing funds for
underrepresented sectors
such as Infrastructure,
Transport & Logistics,
Energy, Services, and
Industry.

® Complement the study on
estimated demand with a
bottom-up analysis of
demand across sectors
and countries.

® (Creation of financial
instruments and technical
assistance programs
tailored for cooperatives ® Strengthen the institutional
and integrator companies image of the Green
in sustainable value chains. Coalition and its members
as effective vehicles for

® Knowledge exchange
and training of the PDBs
for the implementation
of the common

approach. impact investments in the
Amazon region.
—> Create an up-to-date - Facilitate - Develop / adapt lower-risk —> Enable Green Coalition

repository of data to share
progress with wider
audiences, solidifying the
Green Coalition’s role as
transparent and reliable
financiers for sustainable
activities in the Amazon.

communication with
funders and
beneficiaries, as well as
internal actors within the
Green Coalition,
regarding the eligibility
of activities and
expected impacts.

financial products that
strengthen value chains
and their connections to
international markets.

PDBs to participate more
effectively in concessional
funding processes,
particularly those from
multilateral institutions.
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This executive summary was written by Cristina Rocca, based on a study prepared by Palladium Group.
The opinions expressed in this work are those of the authors and do not necessarily reflect the views of
the Green Coalition Members.
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