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The power of the collective in financing sustainable development

The National Development Financial System (NDFS) is the set of Brazilian Deve-
lopment Financial Institutions (DFls), whose mission is to promote sustainable
development (economic, social and environmental) through long-term financing
and support of strategic sectors. It is composed of public and cooperative actors,
controlled by different federative entities, present in all regions of the country and
endowed with broad capillarity to operate, in a coordinated and comprehensive
manner, public policies formulated at various levels.

The SNF is made up of federal public banks, development banks controlled by sta-
tes, development agencies, state commercial banks with development portfolios,
cooperative banks, as well as Finep and Sebrae. The institutional diversity that cha-
racterizes the National Development Financial System potentializes its performan-
ce, making it possible to meet the needs of several sectors and segments: micro
and small enterprises; municipalities; rural and agribusiness sector; technology
and innovation; project structuring; basic sanitation, among many others.

Its strong regional presence and in-depth knowledge of the localities in which it
operates makes the NDFS a relevant instrument for the construction of public po-
licies that aim to reach all parts of the national territory. Through the SNF, it is pos-
sible to operationalize policies that integrate the vision of the states and the Union,
so that they contribute to the reduction of regional disparities.

Because of these specificities, the National Development Financial System is re-
cognized as the engine of development. In this sense, the Brazilian Development
Association (ABDE]J, the entity that represents this System, presents the ABDE 2030
Plan as a contribution to foster the debate on sustainable, inclusive and innovative
development in Brazil, based on the Sustainable Development Goals (SDGs), which
represent the commitment assumed by the member states of the United Nations
in the document “Transforming Our World: The 2030 Agenda for Sustainable Deve-
lopment”, in 2015.



The National Development Financial System stands as an essential ally in funding
and mobilizing the necessary resources to enable the achievement of the SDGs in
the country. Currently, development finance institutions, participants of the NDFS,
are already pursuing this goal in their operations. But we know that much more
needs to be done. Therefore, the ABDE 2030 Plan for Sustainable Development
deepens the debate and presents strategic missions for the country to achieve the
SDGs goals. It highlights the relevant role of the NDFS and its strengthening as an
engine for the investments needed to achieve the proposed missions, as well as
other essential agendas for the country.

ABDE is open to dialogue and invites all other sectors to jointly take on this chal-
lenge, which requires resources and efforts compatible with the magnitude of its
dimensions. In fact, we need a National Development Financial System that is incre-
asingly stronger and more strategic, capable of inducing public policies that pushes
the country to a more sustainable, inclusive, and egalitarian country.

President of ABDE and Badesul




The ABDE 2030 Plan for Sustainable Development is ABDE's contribution to the de-
bate on the paths to sustainable development in Brazil. Through a detailed diagno-
sis and the proposal of concrete measures, the plan aims to show how the National
Development Financial System (NDFS) can contribute in a relevant way to achie-
ve the Sustainable Development Goals (SDGs) of the 2030 Agenda, a commitment
made by the United Nations in 2015, as well as the goals of the Paris Agreement on
global climate change.

Taken together, both agendas constitute globally agreed missions and guide the
iImplementation of a more sustainable and inclusive development pattern. Due to
the importance of its economy, the greatness of its biodiversity and geopolitical
position, Brazil can lead the transformations proposed by these agendas. And in
this sense, the NDFS can be the strategic actor to drive the investments needed to
fulfill these missions, from financing to project structuring.

The document was thought out and debated with the NDFS actors and a wide range
of specialists from various areas, ensuring a technically robust and comprehensive
construction of the ABDE 2030 Plan. In this way, this work is a collective and in-
clusive construction, with the intention of offering to society viable alternatives for
structuring actions that contribute to the sustainable development of our country.
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ABDE 2030 Plan Coordinator and
President of Desenvolve SP

The Brazilian Development Association (ABDE]J, representing the National Develop-
ment Financial System, has a central role in contributing to the sustainable, inclusi-
ve and innovative development agenda. The ABDE 2030 Plan is one more of the ac-
tions that ABDE carries out in order to boost the financing towards the achievement
of the 17 SDGs in Brazil. The Association has become a reference for the financing
of the SDGs, with a series of training courses within the System, studies on the the-
me and in the interactions with the Federal Government and National Congress to
strengthen the agenda to promote sustainability in Brazil. The members, the ABDE
team and consultants seek in this document to inspire initiatives for the construc-
tion of a sustainable future.

Do s e

Executive Secretary of ABDE




The year 2015 was a milestone for multilateral agreements. The 2030 Agenda, with
its 17 Sustainable Development Goals (SDGs), and the Paris Agreement on climate
agreement point the way to a more prosperous, equitable, and sustainable future.
The Addis Ababa Action Agenda provides a global framework to implement the 2030
Agenda by aligning financing flows with economic, social, and environmental policies.

With the difficulties faced since 2015, such as the Covid-19 pandemic, we must re-
double efforts and scale up the ambition of implementing the SDGs and the Paris
Agreement. It is crucial to mobilize significant public and private investments to
make the common goals reflected in these instruments a reality for all people.

The United Nations (UN] has a long history of supporting Member States in financing
for development. To strengthen this, the Secretary-General released his Strategy
for Financing the 2030 Agenda for Sustainable Development in September 2018.
Designed to transform the financial system from the global to the local level, the
strategy addresses the barriers to channeling finance for sustainable development
and the opportunities to scale up investments in the SDGs.

One of the goals is to strengthen sustainable financing strategies and investments
at the regional and national levels. The UN System in Brazil sees the Brazilian De-
velopment Association (ABDE] as a partner that recognizes the strategic impor-
tance of a financial system that is truly aligned with the national and international
sustainable development goals, establishing the bases and instruments necessary
to achieve the 2030 Agenda in the country. Since 2020, a growing number of UN
agencies, funds and programs in Brazil have contributed with ABDE to advance
financing for sustainable development.

It Is therefore with joy that the UN follows the launch of the ABDE 2030 Plan, which
uses the approach of “policies oriented to answer great challenges” to guide the
National Development Financial System in building a robust strategy for transfor-
mative development. The Plan identifies and articulates concrete socio-economic
and environmental problems to change production, distribution and consumption
patterns in favor of value creation, inclusion and sustainability.

We hope that this Plan will be welcomed by all sectors and financial institutions,
so that sustainable finance becomes a reality and can play its essential role in the
transition to a fair, low carbon and inclusive economic environment.

Siloin Fuks dl B

United Nations Resident Coordinator
in Brazil




We are facing those situations in which it is necessary to act in two-time frames:
present and future require our mobilization now.

The urgency imposed by the present moment is striking: the unprecedented eco-
nomic shocks imposed by the pandemic combined with the increased frequency of
extreme weather events. Phenomena of an apparently distinct nature, but which
converge in the form of negative impacts felt in an exacerbated manner by the most
vulnerable, for whom waiting is not an option.

The immediate and rushed action, however, does not exempt us from the need to
plan the next steps of our economies, our societies, and our environment - ele-
ments that are increasingly perceived as interdependent and fed back. Just as there
is no time to waste to fix “today”, it is also urgent to act for “tomorrow”. So that our
next chapters are not only better but are simply possible since non-action now puts
our very survival as a species at risk.

And it is precisely because it combines actions that cannot be postponed in the pre-
sent and for the future that this ABDE 2030 Plan has immense value. Developed in
an organization that did not shy away from its role of supporting the country during
the Covid-19 crisis - efforts with which the IDB is honored to have collaborated -
this instrument is like a mountain climbing anchor set on the highest rocks: thrown
upwards, it supports our climb towards higher standards of sustainability, inclu-
sion, and resilience.

The IDBis honored to support Braziland ABDE in this endeavor, which has many in-
tersections with our Vision 2025, the agenda that guides our support for the sustai-
nable recovery of Latin America and the Caribbean. With one foot firmly planted in
the present and the other already prepared to climb to better positions in the future,
our institutions together can glimpse, from above, a better and more prosperous
horizon for Brazil and the region.

Megan Pl

Country Representative of
the IDB Group in Brazil
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ASSOCIATES

Federal Public Banks

BANCO DA AMAZONIA | Banco da Amazdnia S.A.

BB | Banco do Brasil S.A.

BNB | Banco do Nordeste S.A.

BNDES | Banco Nacional de Desenvolvimento Econdmico e Social

Development banks controlled by states

BANDES | Banco de Desenvolvimento do Espirito Santo S.A.
BDMG | Banco de Desenvolvimento de Minas Gerais S.A.
BRDE | Banco Regional de Desenvolvimento do Extremo Sul

Cooperative Banks

SICOOB | Sistema de Cooperativas de Crédito do Brasil S. A.
BANCO SICREDI | Banco Cooperativo Sicredi S.A.
CRESOL | Cresol Confederacao

Commercial public banks
with development portfolios

BANESE| Banco do Estado de Sergipe S. A.
BANESTES | Banco do Estado do Espirito Santos S. A.
BANPARA | Banco do Estado do Para S.A.

BRB | Banco de Brasilia

State-controlled development agencies

AFAP | Agéncia de Fomento do Estado do Amapa S.A.

AFEAM | Agéncia de Fomento do Estado do Amazonas S.A.
Agéncia de Fomento do Estado de Tocantins

AGE | Agéncia de Empreededorismo de Pernambuco

AGERIO | Agéncia Estadual de Fomento do Rio de Janeiro

AGN | Agéncia de Fomento do Rio Grande do Norte S.A.
BADESC | Agéncia de Fomento do Estado de Santa Catarina S.A.
BADESUL | Agéncia de Fomento do Rio Grande do Sul
DESENBAHIA | Agéncia de Fomento do Estado da Bahia S.A.



DESENVOLVE | Agéncia de Fomento do Estado de Alagoas S.A.
DESENVOLVE MT | Agéncia de Fomento do Estado de MatoGrosso S.A.
DESENVOLVE RR | Agéncia de Desenvolvimento de Roraima S.A.
DESENVOLVE SP | Agéncia de Desenvolvimento Paulista

FOMENTO PARANA | Agéncia de Fomento do Parana S.A.

GOIAS FOMENTO | Agéncia de Fomento de Goias S.A.

PIAUl FOMENTO | Agéncia de Fomento e Desenvolvimento

do Estado do Piaui S.A.

FINEP | Inovacao e Pesquisa

SEBRAE | Servico Brasileiro de Apoio as Micro e Pequenas Empresas
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The Sustainable Development Goals (SDGs) are a relevant concep-
tual framework for guiding public policies worldwide, representing
the commitment made by the member States of the United Nations
in the document “Transforming Our World: The 2030 Agenda for Sus-
tainable Development” in 2015. The 2030 Agenda comprises 17 SDGs
and 169 goals, covering urgent themes for sustainable development.
That same year, the Addis Ababa Action Agenda was created, provid-
ing the basis for implementing the global sustainable transition and
reinforcing the importance of financing to achieve the SDGs.

The Addis Ababa Action Agenda recommends that all countries main-
tain “cohesive nationally owned sustainable development strategies,
supported by Integrated National Financing Frameworks (INFFJ"". In
line with this recommendation, the United Nations Development Pro-
gramme (UNDP) has supported the development of INFFs in more
than 50 countries, encouraging alignment with socioeconomic recov-
ery plans in response to the covid-19 pandemic.

In Brazil, the Brazilian Development Association (ABDE in its Por-
tuguese acronym] represents Development Financial Institutions
(DFls) that together form the country’s National Development Finan-
cial System (NDFS)?. The DFIs represented by ABDE include federal
public banks®, commercial public banks with development portfo-
lios*, development banks controlled by states®, development agen-
cies®, cooperative banks’, as well as Finep and Sebrae? The NDFS'’
potential for action makes the System a first class ally in financing

TINFF is a tool to assist countries strengthen planning processes and overcome obstacles to the finan-
cing for sustainable development and the SDGs at the national level. It sets out the full range of finan-
cing sources - domestic and international sources of public and private financing - and allows countries
to develop a strategy to increase investments, manage risks, and achieve sustainable development prio-
rities as identified in their national development strategy. For more details, see: https://inff.org/about.
2SNF in its Portuguese acronym.

3Banco Nacional de Desenvolvimento Econdmico e Social (BNDES), Banco do Brasil (BB), Banco do
Nordeste do Brasil (BNB] and Banco da Amazonia (Basa).

¢ Banco de Brasilia [BRBJ, Banco do Estado do Espirito Santo (Banestes), Banco do Estado de Sergipe
(Banese], Banco do Estado do Paré (Banpara), Banco do Estado do Rio Grande do Sul [Banrisul).

5 Banco de Desenvolvimento de Minas Gerais [(BDMG), Banco de Desenvolvimento do Espirito Santo
(Bandes) and Banco Regional de Desenvolvimento do Extremo Sul (BRDE).

¢ Agéncia de Fomento do Amapé [Afap), Agéncia de Fomento do Estado do Tocantins (Fomento TOJ,
Agéncia de Empreendedorismo de Pernambuco (Age), Agéncia de Fomento do Rio Grande do Norte
(AGN-RNJ, Agéncia de Fomento de Alagoas (Desenvolve], Agéncia de Fomento do Estado de Mato Gros-
so (Desenvolve MT), Agéncia de Fomento do Estado de Roraima (Desenvolve RR], Agéncia de Fomento
e Desenvolvimento do Estado do Piaui (Piaui Fomento), Agéncia de Fomento do Estado do Amazonas
(Afeam), Agéncia de Fomento do Estado do Rio de Janeiro (AgeRio), Agéncia de Fomento de Goiés
(GoidsFomento), Agéncia de Fomento do Estado da Bahia (Desenbahia), Agéncia de Desenvolvimento
Paulista [Desenvolve SP), Agéncia de Fomento do Parana (Fomento PR), Badesul Desenvolvimento (Ba-
desul), Agéncia de Fomento de Santa Catarina (Badesc).

7 Banco Sicoob, Sicredi and Cresol.
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and mobilizing the necessary resources to enable sustainable, inclu-
sive and innovative development projects in the most diverse sectors
and segments of the Brazilian economy.

To realize its full potential, Brazilian DFls could develop a financing
strategy for meeting the SDGs. The ABDE 2030 Sustainable Devel-
opment Plan represents the first step of this journey. It is a policy
agenda that aims to enhance the contribution of the NDFS in achiev-
ing the SDGs and the goals of the 2030 Agenda. The Plan is divided
into two parts:

e Part| - The NDFS in the 2030 Agenda for Sustainable Develop-
ment: brief analysis on the progress of SDGs fulfillment in Brazil
and mapping of the Brazilian DFls initiatives in the 2030 Agenda
classified in four dimensions: environmental, social, economic
and institucional.?; and

e Part Il: How can the NDFS accelerate and scale up SDGs ful-
fillment in Brazil: definition of strategic missions to guide de-
velopment policies to fulfill the SDGs as well as policy recom-
mendations and proposed actions to strengthen the NDFS and
its initiatives to meet the 2030 Agenda and the five missions
proposed in the Plan.

Part I: The Brazilian NDFS in the 2030 Agenda for Sustainable De-
velopment

e The NDFS has a decisive role triggering a virtuous dynamic in
the social, economic, environmental and institutional dimen-
sions of the 2030 Agenda, and already has relevant exam-
ples of initiatives targeting the SGDs, many of which can be
strengthened, adjusted and/or replicated to enhance the NDFS
contribution to this agenda. A preliminary analysis of 20 DFIs’
reveals that ten of them explicitly cite the SDGs or align their
strategic planning with goals of the 2030 Agenda. SDG 8 (decent
work and economic growth) stands out as the one most directly
cited in the documents analyzed.

8This grouping is only intended to facilitate a preliminary diagnosis of what initiatives the NDFS has
been carrying out to meet the agenda. It is not the purpose of the analysis to present an exhaustive
mapping, nor to lose sight of the indivisibility and integrality of the 17 SDGs.

’BDMG, FINEP, DESENBAHIA, BADESC, SICREDI, Fomento PR, AFEAM, Age Rio, AGN, Desenvolve MT,
Goids Fomento, BANDES, Desenvolve SP, CRESOL, BADESUL, Banco do Brasil, BNDES, BASA, BRDE
and BNB.
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e In complement to that first analysis and based on a study con-
ducted by ABDE and UNDP Brazil, it was possible to verify which
SDGs were most financed by the NDFS'’. The data represents
the percentage of funds made available for each SDG out of the
total allocated by the NDFS for the set of SDGs in the years 2020
and 2021 (only its 1st semester). The results show that the SDGs
with the highest participation in the NDFS portfolio are SDGs 8
(decent work and economic growth] with 24.3% (2020) and 22%
(2021); and SDG 9 (industry, innovation and infrastructure) with
23.7% (2020) and 24% (2021). They are on top of the NDFS con-
tribution to the 2030 Agenda in Brazil highlighting the system’s
role in supporting small businesses, production and innovation;
and investment in infrastructure.

It is also worth mentioning the participation of other SDGs in the
analysis for the years 2020 and 2021, respectively. These are:
SDG 7 (affordable and clean energy) with 10.7% and 14%; SDG
2 (zero hunger) with 8.7% and 9.3%; and SDG 10 (reduced ine-
qualities) with 8.1% and 9.3%, the numbers reinforce NDFS's
potential to contribute to a more inclusive, sustainable and in-
novative development.

e Most of the NDFS institutions are currently in the early stages
of internalizing the 2030 Agenda. Given the allocation profile
of the DFIs portfolio, it is clear that there is room to increase
knowledge about negative effects among the SDGs (spillover
effect] and the risk of cross-cutting agendas (such as diversi-
ty, inequality, gender, race, decent work, among others] being
underestimated other themes. Some important recommenda-
tions to increase awareness on the 2030 Agenda by DFls include:

e Training staff on different taxonomies;

e Strengthening monitoring and evaluation capacities;

e Increase knowledge on international experiences for the
fulfillment of the SDGs;

e Diagnosis on local needs so that DFls can better identi-
fy bottlenecks and prioritize which sectors and segments
they should focus..

%1t is worth noting that this data refers to a sample of 17 DFIs. The analysis is the result of a first effort
to quantify the NDFS’s performance in the SDGs. The methodology used remains subject to improve-
ment, given that the study is in the final stage of its preparation. Primary and secondary data from the
DFls for the years 2020 and the first half of 2021 were used to classify their portfolios in the SDGs. The
DFls analyzed were AFEAM, AgeRio, AGN, Badesc, Desenvolve MT, Fomento PR, Sicredi, Desenbahia,
Bandes, Finep, Desenvolve SP, Goias Fomento, Cresol, Badesul, BDMG, BNB, and BNDES.
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Part Il: How the NDFS can accelerate and scale SDGs fulfillment in
Brazil

e The ABDE 2030 Plan adopted a mission-oriented policy ap-
proach™ to guide the NDFS in building a strategy capable of
enhancing DFls contribution to promoting sustainable devel-
opment. The idea of electing missions for the NDFS seeks to
engage DFls actors in facing major challenges that can trans-
form production, distribution and consumption patterns in var-
lous sectors and across social groups targeting value creation,
inclusion and sustainability. The mission goal points out to the
strategic level of the intervention, aiming for a transformative
development. Potential projects represent the tactical level, that
Is, available pathways to achieve mission goals, whereas pro-
posals represent how projects can be carried out.

e The five missions with a transforming potential in terms of
contribution to sustainable development in Brazil are:

1. Digital, smart and inclusive future: This mission seeks
to raise the value added in the economy and generate de-
cent work [SDG 8] on an inclusive basis. The contribution of
the NDFS s linked to its central role in promoting the digital
transformation of MSMEs (micro, small and medium-sized
enterprises) - supporting employment generation (SDG 8];
financing digital infrastructure and investing in innovation
(SDG 9); supporting smart cities (SDG11) and agribusiness,
as well as promoting equal opportunities (SDGs 5 and 10).
Some examples of projects that could be developed for this
mission are:

a. Providing access to information technologies for 5G
digital transformation in the city and countryside

b. Expanding digital opportunities for business and
research led by women

c. Preparing small- and medium-sized enterpris-
es (SMEs) and workers for digitized production
chains [Smart Networks)

"Mazzucato, M. (2018]). Mission-oriented Innovation Policy: Challenges and Opportunities. Available at:
OP-1CCJ180035 803..816 [ucl.ac.uk)
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2. Ecosystem for innovation in bioeconomy and the Ama-
zon: This mission provides an opportunity to promote eco-
nomic growth and generate decent work (SDG 8) on sustain-
able basis, in addition to contributing to the improvement of
citizens’ quality of life and environmental protection (SDG
15). Bioeconomy contributes to the solution of social and
environmental challenges (SDGs 11 and 13) by promoting
equitable access to land use (SDGs 4 and 10) by small pro-
ducers of food and sociobiodiversity products'?, particularly
women, black people, and traditional communities (SDGs
5and 10). Some examples of projects that could be devel-
oped for this mission are:

a. Business management support, training and risk
mitigation and capacity building in bioeconomy

b. Science and technology program with focused on
biotechnology

c. Economic incentives for valuing environmental
assets and deforestation control in the Amazon

3.Engaged agribusiness: A significant part of total green-
house gas emissions results from deforestation originating
from the agricultural sector. Therefore, the commitments
made in relation to climate change (SDG 13]) depend, to
a large extent, on transformations in the land. Likewise,
responsible consumption and production patterns are
strongly associated with the rural environment and the
value chains of agri-food systems (SDG 12). This mission
contemplates the agribusiness value chain, including sec-
tors of agriculture and livestock, processing industry, fam-
ily farming, among others. These agri-food systems have a
substantial impact on the production structure of the econ-
omy, on sustainability and on the quality of life of Brazilians

'2The concept of sociobiodiversity concerns goods and services generated from biodiversity resources,
aiming to develop production chains of interest to traditional peoples and communities, which promote
the maintenance and appreciation of their practices and knowledge, generating income, and improving
their quality of life and the environment in which they live.
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- notably with regard to food security and the inclusion of
vulnerable groups in rural areas. Some examples of pro-
Jects that could be developed for this mission are:

a. Expansion of sustainable patterns of production
via innovative financing instruments
Reduce costs and food waste in value chains
Increase resilience and robustness in value chains
to ensure food security focusing on family farming

4. Infrastructure and sustainable cities: Infrastructure gap
in Brazilian cities is a historical problem directly linked to
the country’s urban population growth as the infrastructure
available does not seem to develop at the same pace people
migrate from rural to urban areas. The infrastructure and
sustainable cities mission aims at reducing regional ine-
qualities through inclusive and sustainable urbanization.
The goal is to find alternatives for financing more resilient
and inclusive cities, comprising different dimensions of the
sustainable cities concept- ranging from connectivity tech-
nologies to public facilities (daycare centers, parks, pub-
lic lighting) — which, in turn, require innovative solutions in
terms of financing. Some examples of projects that could
be developed for this mission are:

a. Diversification and development of sources of re-
newable energy and energy efficiency

b. Expansion of access to water and waste manage-
ment

c. Inclusive urban mobility

ABDE2030 | 1



5. Health as a driving force for development - This mission
is based on the Health Economic-Industrial Complex (CEIS,
in its Portuguese acronym]) concept, in which health sec-
tors are interconnected and social rights effectiveness is
enabled through the development of a productive, techno-
logical and innovation base that works as its foundation.™
Production includes the productive space for the provision
of healthcare services, involving primary care, diagnosis
and treatment, outpatient and hospital services, which sets
the conditions for the entire health sector competitive and
technological dynamics. The goal is to strengthen both de-
mand and supply sides of healthcare in Brazil. One chal-
lenge is to expand and improve healthcare services while
investing in supporting pillars of the Health Economic-In-
dustrial Complex, contributing to the country's economic
development. Some examples of projects that could be de-
veloped for this mission are:

a. Strengthening of production and innovation in
the Health Economic-Industrial Complex
Improving health-related infrastructure
Digitization and improvement of health man-
agement

These missions represent a window of opportunity for a transform-
ative contribution by the National Development Financial System in
areas that are crucial for achieving sustainable development in Bra-
zil. Nevertheless, the challenges ahead of the Development Financial
Institutions [DFIs) on this journey are also substantial. In this context,
the ABDE 2030 Plan proposes a set of initiatives to strengthening
NDFS institutions - both internally and externally - aiming to ad-
dress challenges that might prevent them from exercising their po-
tential in financing sustainable development in Brazil.

*Gadelha, C. O complexo industrial da satde e a necessidade de um enfoque dindmico na economia da
salde. Ciéncia e salde coletiva, Rio de Janeiro, v. 8, n. 2, p. 521-535, 2003. Available at SciELO - Brasil
- 0 complexo industrial da salde e a necessidade de um enfogue dindmico na economia da saude O
complexo industrial da saude e a necessidade de um enfoque dindmico na economia da saude.
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To identify the main actions and proposals for targeting the NDFS, the
ABDE 2030 Plan considered the system’s initiatives that are aligned
with the SDGs and/or that could be scalled up to enhance DFIs con-
tribution to the sustainable transition. The proposals were classified
into six main themes: (i) dissemination of the NDFS's role in the 2030
Agenda; (i) internalization of the SDGs in DFls institucional and reg-
ulatory frameworks; [iii) stakeholder engagement; (iv) adaptation
institutional and regulatory framework; (v) sources of funding; (vi)
strengthening the use of blended finance, guarantees and financial
innovative instruments.

e Dissemination of the NDFS role in the 2030 Agenda through
more transparency and broader communication of its initi-
atives. It contributes to justify the performance of develop-
ment institutions and strengthening their internal and exter-
nal structures to carry out the series of investments expected
within the scope of the 2030 Agenda. Therefore, it is important
to intensify data collection and dissemination and the devel-
opment of evaluation and monitoring methodologies of the
DFls and their activities, contributing to the communication of
results achieved. An action to support this recommendation
would be to improve processes and digitization of institutions
in order to strengthen their capacity to process data and infor-
mation and, consequently, to generate knowledge about the
NDFS performance.

e Internalization of the SDGs in the DFls institutional and reg-
ulatory frameworks to advance alignment of their strategic
planning with the SDGs. This can be done by raising aware-
ness of senior leadership, board members and shareholders,
and by creating shared agendas with common goals and com-
munication vocabulary among DFls regarding the SDGs.
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e Stakeholder engagement. This action would strengthen the
synergy between DFls investments and the multi-annual
planning government units (Federal to local levels) increasing
the NDFS ability to act together and cohesively, interacting
with other public and private entities based on a coordinated
strategy. In addition, it would be interesting to create a transi-
tion plan for a sustainable, inclusive and innovative economy
aligned with the the NDFS potential, considering the need
to adapt it to local realities and maturity of each institution,
thus exploring the potentialities for their performance within
a system.

e Adaptation of DFls institutional and regulatory framework. It
contributes to expanding DFIs regulatory space to act which
not only allow, but also encourage, a performance that is suit-
able to the current context of these institutions, including the
possibility of a special treatment due to their crucial role in
sustainable transition. Another key point would be the insti-
tutionalization of a legit sustainability taxonomy that could be
adopted more broadly by all DFls, ensuring more security and
predictability for stakeholders involved in projects of this na-
ture.

e Sources of funding. First, it would be benefitial for funding
purposes to enable a closer integration between subnational
DFls and intitutions such as BNDES and Finep; the expansion
of atraction of funds from international and multilateral funds
and banks; and the creation of innovative partnerships with
unionized financing or consortium of DFIs oriented towards
specific SDGs. The creation of a national fund to promote the
SDGs; the preservation of constitutional funds and the use of
the Infrastructure Guarantee Fund (FGIE) to enable the struc-
turing and development of concessions and public-private
partnership (PPPs) projects are also recommended on this
topic.
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e Strengthening the use of blended finance, guarantees and fi-
nancial innovative instruments. This recommendation seeks
to stimulate the adoption of different strategies that allow a
coordinated action from public and private agents, increasing
the availability of funds alocated to sustainable development
projects. DFls are important actors in blended finance for the
strategic use of public resources and mobilization of private
resources for the sustainable agenda. One possible initiative
Is to create a guarantee fund for the SDGs with well-defined
sustainability criteria for granting credit, in addition to the
adoption of SDG criteria by national and subnational guaran-
tee funds already in place, as well as a stronger performance
of the DFls in public-private partnerships (PPPs] and in the
green bond market.
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The Sustainable Development Goals (SDGs) have been presented as an im-
portant conceptual framework for guiding public policies worldwide, in
view of the commitment made by the member States of the United Nations
in the document Transforming Our World: The 2030 Agenda for Sustain-
able Development. Known as the 2030 Agenda, the document is the result
of a process initiated at Rio+20, in 2012, which had Brazil as a main actor in
its approval at the United Nations (UNJ, in 2015.
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That same year, the Paris Agreement set targets for climate change
control, involving actions whose effects can directly influence and
even accelerate the achievement of the SDGs.

The 2030 Agenda established the 17 SDGs and their respective 169
goals, covering urgent themes for sustainable development. In line
with this commitment, the Third International Conference on Financ-
ing for Development, also held in 2015, established the Addis Ababa
Action Agenda', a document that reinforces the importance of the
theme of financing for fulfilling the 2030 Agenda.

As of that moment, public policies and actions of the private sector
in several countries have been reoriented to meet the goals agreed
upon within the scope of the SDGs, representing a global effort that
should gain more speed in this “decade of action” initiated in 2021,
A substantial part of this effort has been carried out by the financial
sector, especially by multilateral, national, and local Development
Financial Institutions (DFIs).

The growing need for economic recovery on a sustainable basis, ag-
gravated by the Covid-19 pandemic, has brought sustainable financ-
ing to the center of the global debate and pushed the theme to the
forefront of the agenda of public and private organizations. The glob-
al context has reinforced the urgency and relevance of the efforts
undertaken by the DFls to meet the 2030 Agenda, both in terms of
facing the need to recover from the impacts caused by the health,
social, and economic crisis of Covid-19, as well as to leverage struc-
tural investments to enable more sustainable, inclusive, innovative,
and sustainable growth potential economies. In this scenario, DFls
can position themselves by connecting governments and the private
sector, playing a prominent role in the implementation of sustainable
projects, as well as in financing new development models in which
economic solutions are also environmentally sustainable.

In Brazil, National Development Financial System (NDFS) is formed
by the Development Financial Institutions, which, for the most part,

“For the documents approved within the United Nations 2030 Agenda in 2015, see: Transforming Our
World: The 2030 Agenda for Sustainable Development and DESA-Briefing-Note-Addis-Action-Agenda.

pdf (un.org].
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are represented by the Brazilian Development Association (Asso-
ciacao Brasileira de Desenvolvimento, ABDE in its Portuguese acro-
nym). Its associates include: (i) federal public banks'™; (i) commercial
public banks with development portfolios'; (iii) development banks
controlled by states'’; (iv] development agencies'®; and (v} coopera-
tive banks', as well as Finep? and Sebrae?'. According to data from
the Brazilian Central Bank?, the NDFS represents 45% of the total
credit in the Brazilian economy, reaching more than 37 million cli-
ents. The NDFS's presence in the credit market reduces financing
gaps faced by multiple sectors and modalities and, to this end, the
system operates in different areas:

Table 1: National Development Financial System main numbers in the Brazilian
national credit

Participation in the Participation in credit
financial system’s for infrastructure
total credit investments
Participation in Institutions that
public sector offer products for
financing the climate agenda

Participation in
long-term credit
for companies

Participation in the
Brazilian rural credit

Source: Prepared by ABDE.

5 Banco Nacional de Desenvolvimento Econémico e Social (BNDES), Banco do Brasil (BBJ, Banco do
Nordeste do Brasil (BNB) and Banco da Amazonia (Basa).

'* Banco de Brasilia (BRBJ, Banco do Estado do Espirito Santo (Banestes), Banco do Estado de Sergipe
(Banese] and Banco do Estado do Paré (Banpara).

7 Banco de Desenvolvimento de Minas Gerais (BDMG), Banco de Desenvolvimento do Espirito Santo
(Bandes) and Banco Regional de Desenvolvimento do Extremo Sul (BRDE).

18 Agéncia de Fomento do Amapé (Afap), Agéncia de Fomento do Estado do Tocantins (Fomento TOJ,
Agéncia de Empreendedorismo de Pernambuco (Age), Agéncia de Fomento do Rio Grande do Norte
[AGN-RNJ, Agéncia de Fomento de Alagoas (Desenvolve], Agéncia de Fomento do Estado de Mato Gros-
so (Desenvolve MT), Agéncia de Fomento do Estado de Roraima (Desenvolve RR], Agéncia de Fomento
e Desenvolvimento do Estado do Piaui (Piaui Fomento), Agéncia de Fomento do Estado do Amazonas
(Afeam), Agéncia de Fomento do Estado do Rio de Janeiro (AgeRio), Agéncia de Fomento de Goiés
(GoidsFomento), Agéncia de Fomento do Estado da Bahia (Desenbahia), Agéncia de Desenvolvimento
Paulista (Desenvolve SP), Agéncia de Fomento do Parand (Fomento Parané), Badesul Desenvolvimento
(Badesul], Agéncia de Fomento de Santa Catarina (Badesc).

" Banco Sicoob, Sicredi and Cresol.

% Financiadora de Estudos e Projetos (Finep).

I Servico Brasileiro de Apoio as Micro e Pequenas Empresas (Sebrae).

22 Available at: https://www3.bcb.gov.br/ifdata/
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Figure 1: Performance of the National Development Financial System
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The National Development Financial System is an important instru-
ment of counter-cyclical policy, contributing to systemic economic
stability by supporting the sustainability of the economy’s total credit
and releasing resources in times of reversal of confidence. It plays
a relevant role in the resilience and recovery of the production and
financial sectors of the economy. In addition, DFls have the role of fi-
nancing long-term investments, stimulating the development of new
financial instruments, contributing to banking and social inclusion,
and financing public goods, as in the case of climate change (GRIF-
FITH-JONES, 2016).

The NDFS’s potential transforms it into a first-rate ally for financ-
ing and mobilizing the necessary resources to make projects with a
sustainable, inclusive, and innovative impact feasible in the most di-
verse sectors and segments of the Brazilian economy, contributing,
in a definitive manner, to the fulfillment of the 2030 Agenda in Brazil.
Nevertheless, in order to reach NDFS's full contribution potential,
its institutions need to develop a financing strategy to promote the
achievement of the SDGs, including their environmental, social, eco-
nomic and institutional dimensions.

It is in this context that the ABDE 2030 Sustainable Development
Plan is presented, a document of proposals that aims to enhance the
contribution of the NDFS in achieving the SDGs and the goals of the
2030 Agenda. To this end, the plan proposes:
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(i) Mapping the situation of fulfillment of the SDGs in Brazil and
the performance of the NDFS in view of four guiding axes: envi-
ronmental, social, economic and institutional;

lii) Defining strategic areas of the development policy to the at-
tainment of the SDGs;

lii) Recommending policies to strengthen the institutional
framework and coordination of the NDFS, aiming at the promo-
tion of the SDGs.

The ABDE 2030 Plan highlights some main actions that can contrib-
ute to the strengthening of the system and its performance in or-
der to fulfill the 2030 Agenda and the missions proposed herein. It
Is worth noting that this is a living document, open to the inclusion
of any proposals that have not been deepened or mentioned in this
first moment, and sensitive to the uncertainties and trends that may
affect, fundamentally, the dynamics of the NDFS within the national
and international context.
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2. DIAGNOSIS OF THE NATIONAL
DEVELOPMENT FINANCIAL
SYSTEM IN THE 2030 AGENDA FOR
SUSTAINABLE DEVELOPMENT

The National Development Financial System in the 2030 Agenda for Sus-
tainable Development



The Addis Ababa Action Agenda recommends that all countries main-
tain “cohesive nationally owned sustainable development strategies,
supported by Integrated National Financing Frameworks (INFF]"%.
In line with this recommendation, the United Nations Development
Programme (UNDP) has supported the development of INFFs in
more than 50 countries, encouraging alignment with socioeconomic
recovery plans in response to the Covid-19 pandemic. The Europe-
an Union, the UN, the Joint SDG Fund, and other UN programs and
agencies have been important partners in this process.

A preliminary (and not exhaustive) analysis of official documents
with information related to “building visions of the country’s future
through the identification of medium and long-term goals™?, from 20
DFIs?, reveals that ten of them explicitly cite the SDGs or align their
strategic planning with the goals of the 2030 Agenda?. SDG 8 (decent
work and economic growth] stands out as the one most directly cited
in the documents analyzed.

Considering that most of the DFls in the sample are in the early
stages of internalizing the agenda, the analysis also took into con-
sideration indirect citations to the SDGs. In this enlarged panorama,
SDG 9 (industry, innovation and infrastructure) gained prominence,
directly related to the core activities of these institutions in promoting
micro, small and medium-sized enterprises (MSMEs]), and financing
of infrastructure. Additionally, there is a high incidence and level of
priority assigned to the goals and actions classified within SDG 16
(peace, justice and strong institutions) as they are related to themes
such as increasing transparency, fighting corruption, and other mea-
sures to improve institutional capacities. These actions adhere to the
2030 Agenda as they also relate to SDG 17 (partnerships and means
of implementation).

It was also observed that SDG 9, SDG 11 (sustainable cities and com-
munities), and SDG 13 (climate action) correspond to the themes of
the 2030 Agenda that most positively interact with other SDGs. This

Z INFF is a tool to assist countries strengthen planning processes and overcome impediments to the
financing for sustainable development and the SDGs at the national level. It sets out the full range of
financing sources - domestic and international sources of public and private financing - and allows
countries to develop a strategy to increase investments, manage risks, and achieve sustainable deve-
lopment priorities as identified in their national development strategy. For more details, see: https://
inff.org/about.

% The analysis used a methodology adapted from the United Nations Institute for Training and Research
(UNITAR).

% BDMG, Finep, Desenbahia, Badesc, Sicredi, Fomento PR, Afeam, Age Rio, AGN, Desenvolve MT, Goias
Fomento, Bandes, Desenvolve SP, Cresol, Badesul, Banco do Brasil, BNDES, Basa, BRDE, and BNB.
% Badesul, Bandes, BDMG, CRESOL, Desenvolve SP, Goids Fomento, Banco do Brasil, BNDES, BRDE,
and Basa.
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result indicates how the NDFS identifies the cross-cutting potential
of the respective SDGs to leverage other areas of interest in the 2030
Agenda. However, the lack of negative interaction between the SDGs
identified in the analysis of this sample from DFIs suggests that there
Is room to expand knowledge about the negative effects between sec-
tors (“spillover” effect] and the risk of cross-cutting agendas (such
as Issues of diversity, inequality, gender, race, quality work, among
others) being ignored, for example, in the financing of infrastructure
or innovation.

Based on a study conducted by ABDE and UNDP, it was possible to
verify which SDGs were most promoted by the NDFS? (Graph 1). The
data represent the percentage of resources made available for each
SDG out of the total allocated by the NDFS for the set of SDGs.

Chart 1: NDFS funding allocated per SDG in the years 2020 and 2021 (in %)

SDG1 = 222453
spg, I 873 A
—— K I .22
sDG3 = o D61 = 23,5?30
SDG4 II 8?12 5DG12 = 2%
soes I 02 soo1s [ °,
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SDG9 = g;é SDG17 -223'38 M 2021

Source: Prepared by ABDE and UNDP.

7 It is worth noting that this data refers to a sample of 17 NDFS institutions. The analysis is the result
of a first effort to quantify the NDFS's performance in the SDGs. The methodology used is still subject
to improvement. The final report, with the detailed analysis and description of the methodology, is cur-
rently being prepared by ABDE and PNUD.
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SDG 8 and SDG 9
are the highlight
of the NDFS’s
contribution,
evidencing the
system’s role in
supporting small-
sized enterprises,
the production
and innovation
sector, and in

the investment in
infrastructure.

SDGs with the highest participation in the funding by the NDFS are
SDG 8 and SDG 9. They are the highlight of the NDFS's contribution,
evidencing the system’s role in supporting small-sized enterprises,
the production and innovation sector, and in the investment in infra-
structure. It is also worth noting the participation of SDG 7 (affordable
and clean energy), SDG 2 (zero hunger and sustainable agriculture),
and SDG 10 (reduced inequalities) in the results, reinforcing NDFS's
contribution potential to a more inclusive, sustainable, and innovative
development.

Initiatives such as the partnership between AGN-RN and Sebrae for
the structuring of projects aligned with the 2030 Agenda, the publica-
tion by BDMG of a framework for raising funds through the issuance
of bonds linked to the SDGs, and the participation of Basa in Para’s
SDG Network (Rede ODS Pard, in Portuguese) to support the fulfill-
ment of the 2030 Agenda should be encouraged and, when possible,
replicated by other actors of the NDFS.

It is also important to highlight the potential of BNDES, Banco do
Brasil and Finep's strategic operations to boost the 2030 Agenda, ei-
ther by establishing milestones (directing credit to projects and pro-
grams connected to the SDGs) or by the ability to disseminate their
actions to other actors of the system. Similarly, the NDFS can play
a proactive role in promoting sustainable business and investment,
as shown by Banco do Brasil's experience with ASG Funds and credit
lines for renewable energy, sustainable agriculture, and entrepre-
neurship. These instruments direct investor resources to companies
committed to positive social and environmental impacts and encour-
age clients to develop more sustainable businesses.

For an analysis of how the NDFS has contributed to the SDGs, it was
verified the existence of actions linked to the themes of the 2030
Agenda. To facilitate this mapping, the SDGs were divided into four
axes: environmental, social, economic, and institutional. This group-
iIng Is only intended to facilitate a preliminary diagnosis of what the
NDFS has been carrying out in order to meet the 2030 Agenda. It is
not the purpose of the analysis to present an exhaustive mapping,
nor to lose sight of the indivisibility and integrality of the 17 SDGs.
The division into axes proposed below presents information on the
fulfillment of part of the SDGs in Brazil, as well as some actions by
the NDFS within the topic of each axis, knowing that many times the
initiative mentioned has direct and/or indirect impact on more than
one SDG and more than one axis.
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ENVIRONMENTAL AXIS >

Clean Water and Sanitation (SDG 6éJ, Climate Action (SDG 13], Life
below Water (SDG 14), and Life on Land (SDG 15).

SDG 6. Brazil has advanced towards the fulfillment of the SDG
6 targets, signaling improvement in access to safe water, wa-
ter resource management, and basic sanitation?. However, an
important bottleneck persists: the regional disparities in water
and sewage network coverage?, which require special atten-
tion to vulnerable groups and redirecting financing. Additional-
ly, it further persists the stagnation of water productivity over
the last decade, caused by barriers to the adoption of water-ef-
ficient technologies, especially in sectors with high demand.

SDG 15. Regarding the control of deforestation and the imple-
mentation of environmental conservation policies, a risk was
identified due to the setback observed in half of the targets eval-
uated. There was a reduction in native vegetation from 70.4%
in 1990 to 59.4% in 2020%, particularly felt in the Amazon and
the Cerrado, where deforestation increased from 21% in 2020
to 25% in 2021. Additionally, the greenhouse gases released
into the atmosphere increased by 23.6% between 2020 and
20271 with the advance of deforestation in biomes such as the
Amazon and the Cerrado. Desertification has also advanced,
with approximately 13% of the Brazilian semi-arid region in an
advanced stage of desertification®'. In the Amazon, the defor-
estation rate is at 17%, close to the point where savannization
will become irreversible.*

To illustrate the financing needs of the environmental agenda, in 2019,
the total annual global flow of funds for biodiversity protection was
approximately $124-143 billion per year versus an estimated annu-
al need of $722-967 billion to stem the global biodiversity loss as of

% Information panel on sanitation Available at: SNIS - Home Page

#SNIS 2021 Diagnosis. Available at: SNIS - Diagnostics

% UN Food and Agriculture Organization (FAO) and United Nations Statistics Division.
*TWORLD BANK, 2021.

¥ NOBRE, 2020.
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now until 2030%. To enable the financing of the environmental SDGs
in Brazil, a shift in paradigm is necessary to align public, private, and
national and international public and private resources.

In this sense, the NDFS can be a multiplier by boosting financial flows
for biodiversity conservation. Some examples demonstrate the en-
gagement of NDFS institutions in financing the environmental axis of
the SDGs. The BNDES, for example, acts in the environmental SDGs
at a national level by managing the Climate Fund to support projects,
studies, and financing of projects aimed at mitigating climate change.
The bank also managed the Amazon Fund for actions to prevent, mon-
itor, and combat deforestation and to promote the conservation and
sustainable use of forests in the Legal Amazon. Moreover, the BNDES
funds investments that contribute to the reduction of environmen-
tal impacts caused by agricultural and livestock activities, as in the
BNDES ABC program.®

Banpara has started structuring a financing program for business in-
cubation and research in bio-economy products, such as, for example,
the reuse of the acai seed for energy generation and water cleaning.
Banco da Amazonia has financed the expansion, diversification, imple-
mentation, modernization, renovation, and relocation of sustainable
enterprises in the North region.

Another example is Basa's Conexsus Socioenvironmental Fund (Fun-
do Socioambiental Conexsus), which unlocks access to the National
Program for the Strengthening of Family Farming (PRONAF) by re-
habilitating the credit of family farming cooperatives. The fund acts
through guarantees for SMEs and cooperatives that cannot receive
PRONAF resources - due to debts with the financial system - but that
lead feasible businesses with growth potential. Cresol has also played
an important role in financing cooperatives through the financing
with sustainability conditionalities, such as PRONAF Bioeconomy and
PRONAF Agroecology.

In the green and sustainable bond market, BNDES and BDMG were
pioneering actors in the NDFS in the issuance of bonds to finance sus-
tainable projects. In 2017, the BNDES was the first Brazilian bank to
issue a green bond. In 2020, the BNDES issued a green financial bill
and, in the following year, it launched the Sustainability Bond Frame-
work (SBF), which facilitates the issuance of green, social, and sus-
tainable bonds in Brazil and abroad, and which was supported by the

*¥Financing nature conservation: Bridging the financing gap for conservation of the global biodiversity.
Available at: Financiando a natureza [tnc.org.br)
3% BNDES SDG Panel. Available at: Painel ODS - nossa contribuicdo para a Agenda 2030 (bndes.gov.br)
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Inter-American Development Bank (IDB). In the case of BDMG, US$
50 million in sustainable bonds were issued in 2020, the first of this
modality in the country.

At the cooperative level, Sicrediissued US$ 100 million in green bonds
to implement the cooperative bank’s sustainable strategy, with sup-
port from BID Invest and with a focus on SDG 13 - climate action, as
well as SDG 9 (industry, innovation and infrastructure] and SDG 7 (af-
fordable and clean energy).

Therefore, the performance of NDFS institutions, whether in the fi-
nancing or structuring of projects, can contribute to increase the vol-
ume of public and private resources available, unlocking investments
in sectors related to the environmental SDGs.

SOCIAL AXIS

No poverty (SDG 1), zero hunger and sustainable agriculture (SDG
2), good health and well-being (SDG 3), quality education (SDG 4),
gender equality (SDG 5), improvement of the quality of life in sus-
tainable cities and communities (SDG 11)

SDG 1. Estimates from FGV Social® highlight that extreme pov-
erty in Brazil reached its lowest level in 2014 (3.3%], increasing
again to 5.8% in 2019, and decreasing again in 2020 to 5.1%
with the payment of the Emergency Aid to the most vulnerable
groups during the Covid-19 pandemic. In this sense, the fulfill-
ment of SDG 1 [no poverty] requires the Brazilian economy to
be inserted into a virtuous dynamic of sustainable and inclusive
development (IPEA, 2019).

SDG 2. Despite having made significant progress, even meet-
iIng part of the targets, the country’s achievements with regard
to the reduction of poverty are being reversed in part because
they have not acquired a structural nature. According to the
estimates from the PENSSAN Network for the year 2020, more
than half of the Brazilian population presented some degree
of food insecurity and, of this part, 43.4 million did not have
enough food and 19 million faced hunger - a number twice as
high as the one verified in 2018.

% Inequalities of labor impacts in the pandemic” (NERI, 2021)
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In the social
dimension of the
SDGs, NDFS play
a decisive role

in triggering a
virtuous dynamic
of sustainable
and inclusive
development.

SDG 11. One of the main challenges for the fulfillment of SDG
11 targets are housing policies and access to public transpor-
tation and basic sanitation. Data from MUNIC 2020% show that
only 35% of the Brazilian municipalities have public transpor-
tation by bus that serves the commuting between neighbor-
hoods, districts, and locations within the municipality. In the
Northeast and Midwest regions, this percentage decrease to
24.75% and 24.41%, respectively. Regarding sanitation targets,
the data show a reduction in the coverage of household solid
waste collection, mainly in the North and Northeast regions of
the country, between 2010 and 2020%.

SDG 5. Despite the progress in some goals, women'’s autono-
my in economic, decision-making, and physical terms showed
a reversal, distancing itself from gender equality. The country
has made significant progress in creating a legal framework to
eliminate the various forms of gender discrimination, however
this has not reverted into elimination and/or effective reduction
of gender inequalities. Violence against women remains high.
From 2009 to 2019, femicide in residences increased by 10.6%,
indicating a higher number of domestic violence. In 2020, there
was a 0.7% increase in femicides within residences, with 75%
of these occurring to 18-44 years old women, and 62% to black
women. Violence against women is even higher among young
and black women. In the last decade, the total number of black
women victims of homicides increased by 2% while the num-
ber of non-black victims decreased 26.9%. All these indicators
were deepened during the Covid-19 pandemic *.

Regarding the NDFS's performance in the SDGs of the social axis,
the system has a decisive role in triggering a virtuous dynamic of
sustainable and inclusive development, specifically with respect to
microfinance - as exemplified by BNB’s action in microcredit and
credit cooperatives such as Cresol, Sicredi and Sicoob - and access
to social services, basic infrastructure, new technologies, means of

% Survey of Basic Municipal Information, prepared annually by IBGE.
%7 Source: National Sanitation Information System - SNIS. Available at: http://www.snis.gov.br/painel-
-informacoes-saneamento-brasil/web/painel-setor saneamento

% Source: Brazilian Annual Report of Public Security (2021). Available at: Anuario 2021 v8.indd [biblio-
tecadeseguranca.com.br)
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production and information and communication technologies. These
are sectors that can count on a strong performance by the NDFS in
public sector credit and in the financing of long-term investments.
The NDFS's importance for the promotion of sustainable agriculture
Is noteworthy, considering that it is the biggest financer of the Bra-
zilian rural and agricultural & livestock sector, reaching 79.3% of the
total credit of the National Financial System for rural producers. The
NDFS institutions are the main channels for the resources of the na-
tional rural credit programs. In 2021, according to the Central Bank's
Rural Credit Matrix, the NDFS offered R$ 74 billion in credit resourc-
es linked to programs aimed at supporting investments and costing
in the segment.*

The entities that compose the NDFS financed 91% of Pronaf's and
86% of Pronamp’s credit (Financing for Investments and Costing of
Medium-sized Producers] - the largest rural credit programs in the
country - which represent volumes of R$ 36 billion and R$ 29 billion,
respectively. Another highlight is the financing for the ABC Program
(Program for the Reduction of Greenhouse Gases), which totaled R$
2.1 billion in 2021. Desenbahia, for example, has a relevant role in the
financing of the sector. It offers different financing lines to the rural
producer, such as the DR Rural Costing (financing of up to R$ 5 mil-
lion for costing) and the DB Rural Pre-Costing (financing of up to R$
5 million for the early purchase of inputs).°

It is also worth highlighting the NDFS's role in financing research and
development (R&D] for health technologies and innovations, as well
as in supporting the modernization and improvement of the health
infrastructure in the states and municipalities. These actions would
have important cross-cutting effects with other SDGs, such as sup-
porting clean water and sanitation works. To illustrate how the NDFS
has performed on this SDG, it is worth noting the response of DFIs
during the Covid-19 pandemic to working capital and investments in
the health sector.

% The rural credit programs taken into account were the ABC Program, Funcafé, Inovagro, Moderagro,
Moderfrota, Proirriga, PCA, Prodecoop, Pronaf, and Pronamp. Source: Rural Credit Data Matrix - MDCR
- Datasets - Open Data Portal of the Brazilian Central Bank (bcb.gov.br]

0 Available at: https://www.desenbahia.ba.gov.br/creditos/linhas de financiamento/
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Some important examples were: BNDES's technical cooperation with
the Brazilian Company of Research and Industrial Innovation (Empre-
sa Brasileira de Pesquisa e Inovacao Industrial) (EMBRAPII), which
provided R$ 20 million for the development of innovations focused
on health; the creation of a credit line for the health sector with re-
sources from the Northeast Financing Constitutional Fund (Fundo
Constitucional de Financiamento do Nordeste, FNE], of Banco Nord-
este; and Tecnova II/RS, which includes Badesul among its partners,
for the promotion of proposals aimed at actions to combat the pan-
demic. Finep has launched a series of economic grant-in-aid calls
for proposals for the development of technologies for Covid-19, such
as, for example, the “Innovative Solutions to combat the Covid-19",
Additionally, BDMG, Bandes and Afap credit lines have strengthened
the NDFS's performance in the health sector at the subnational level.

The NDFS's performance on gender equality takes place especial-
ly through specific lines and/or credit programs for women entre-
preneurs, with emphasis on Pronaf Mulher, which contributes to the
recognition and emancipation of women in the agricultural sector. In
addition to this initiative, it is highlighted the BDMG's “Female En-
trepreneur of Minas Gerais” line of credit stands out, which was re-
sponsible for 19% of disbursements through BDMG Digital in 2019,
the Goids Fomento’'s "Female Entrepreneur” line, which increased by
139% the amount allocated by the institution to women in 2020, and
Fomento Parand’s “Bank of the Women of Parand” program, pro-
viding financing with reduced interest rates to support micro- and
small-sized business of women in the state.

Regarding sustainable cities and communities, given that urban in-
frastructure is financed by various funding sources, including munic-
ipal resources, capital transfers, and credit operations, it is necessary
to strengthen the NDFS's coordination so that resources reach their
intended purpose and so that new instruments could boost activities
in this area. By 2021, the NDFS accounted for 99% of the credit to
municipalities*’, and it is a key actor in supporting investment initia-
tives at the municipal level. The participation of subnational DFls in
the credit to municipalities is relevant, especially in smaller munici-

" Sadipem, National Treasury. Data from 2021. Available at: https://sadipem.tesouro.gov.br/sadipem/
private/pages/index.jsf
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palities, since they operate with a lower average ticket, demonstrat-
ing the importance of the capillarity of the NDFS in the financing for
development®?. Therefore, a coordinated action of the institutions of
the NDFS, directed to the financing of sustainable cities, could have
an important impact on this issue.

In this context, it is relevant to highlight the case of Badesul, which
has a technical advisory program within the Badesul Cities line to
finance urban and social infrastructure in the state’s municipalities;
the BRDE, with the Intelligent Cities and Sustainable Projects line,
in addition to Bandes, with the Intelligent ES Program aimed at fi-
nancing innovation and urban planning in the state’s municipalities®.
Another good example is the performance of Fomento Parana, which
follows an important institutional integration model for the structur-
ing of the projects*. With 73% of its credit portfolio committed to op-
erations in the public sector, Fomento Parana finances urban mobili-
ty and social infrastructure projects, such as construction of schools,
health clinics, and water supply and waste management systems,
improvement in public lighting efficiency, use of alternative energy,
technological infrastructure, among others.

“21n 2021, subnational institutions accounted for 17% of the total financing for municipalities

> Other examples include Banco do Brasil, with Agenda 30 BB; BDMG, with the Municipalities BDMG
Notice: sustainable cities line; urban line; sanitation line and machinery line; the Badesul, with the POE
Pimes Badesul; the Advancing Cities/CEF, and the Sanitation for AlL.

*“ Fomento Parand is part of the Municipalities Financing System, together with the State Secretary of
Urban Development and Public Works and the Autonomous Social Service, Paranacidade.
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ECONOMIC AXIS Ea

Affordable and clean energy (SDG 7), decent work and economic
growth (SDG 8), industry, innovation and infrastructure (SDG 9],
reduced inequalities (SDG 10), and responsible consumption and
production (SDG 12).

Ensuring reliable, sustainable, modern, and affordable
access to energy for all is the focus of the SDG 7 targets, and
it is the only SDG whose agreed targets have been fully met in
Brazil. The successful result can be explained by the fact that
the country has a composition of supply and installed capacity
in renewable energy higher than the global average. However,
there are still important challenges to be faced, such as the
fragility of the electricity system (evidenced by the 2021 water
crisis) and the high cost of energy for low-income families®.

SDG 8. Between 2014 and 2016, the GDP per person employed
in Brazil decreased at an average real rate of 2% per year,
while the GDP per hours worked decreased at an average rate
of 1.5% per year. The unemployment rate increased from 7.3%
in 2012 to 12.7% in 2017. This decrease was driven by unem-
ployment among women, which increased from 9.2% to 14.5%
(IBGE). Several of these challenges were deepened during the
Covid-19 pandemic. Economic sectors and production chains
were affected by the severity of the crisis, especially as a result
of lockdown measures to mitigate the health crisis.

SDG 9. Progress in SDG 9 may be compromised with the in-
crease Iin the intensity of emissions and decrease with dis-
bursements to research and development (R&DJ“. Between
2010 and 2018, the value added of the manufacturing industry
as a proportion of the GDP decreased from 12.7% to 10.7%,
while industrial employment as a proportion of total employ-
ment decreased from 11.8% to 10.5%.%

“LLuz Report, 2021. Available at: por rl 2021 completo vs 03 lowres.pdf (wordpress.com).

“¢ Global Carbon Project and Maddison Project Database 2020 (BOLT, VAN ZANDEN, 2020) and IBGE.
Available at: odsbrasil.gov.br and https://doi.org/10.18160/gcp-2021

“7IBGE. Available at: odsbrasil.gov.br
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SDG 10. The fulfillment of SDG 10 in Brazil requires an urgent
solution for the reduction of economic asymmetries. The growth
of the average household income of the poorest 40%, for exam-
ple, was less than the national average and the average house-
hold income of the richest 10%. According to IBGE data, the
proportion of people living below 50 percent of median income
remained around 23 percent between 2011 and 2015, and has
started to increase since then, reaching 24.4 percent in 2019.
Racial income inequality in Brazil did not show substantial im-
provement in the period between 1986 and 2019 (IPEA, 2021)%7.

The Covid-19 pandemic has widened the gap between poor and
rich in Brazil. According to a FGV research, the Gini index, which
had already increased from 0.6003 to 0.6279 between the last
quarter of the years 2014 and 2019, reached 0.640 in the second
quarter of 2021, a value above all pre-pandemic historical series™.

The SDGs of the economic axis have great relevance to the NDFS be-
cause they focus on strategic areas for the development and well-be-
ing of the population that depend directly on financing. It is no coin-
cidence that industry and infrastructure make up the largest portion
of BNDES's disbursements®'. In science, technology and innovation,
the Finep Inovacred Program, aimed at supporting innovation in MS-
MEs, has already financed more than R$ 2 billion since 2013, through
15 DFIs*. It is a program that takes advantage of the capillarity of
the NDFS to reach small-sized enterprises. Also, Finep and Sebrae
launched the Finep-Sebrae Innovation Credit Program, a joint action
within the scope of Inovacred, which combines credit and technical
assistance for small-sized enterprises.

In the Covid-19 crisis, some public assistance and financing policies
can be highlighted for their countercyclical role in maintaining the
economic, social, and productive fabric, and for contributing to the
increase of the resilience in the face of uncertainty. It is relevant to
highlight NDFS’s emergency actions within the scope of credit and
guarantees, with a special focus on MSMEs - the main generators
of income and employment in the economy. The measures adopt-
ed by the NDFS, in partnership with the national and subnational

“|PEA, 2019.

4 Available at: https://www.ipea.gov.br/portal/index.php?option=com content&view=article&i-
d=38084&Itemid=9

0 Available at: https://cps.fgv.br/DesigualdadePandemia

1t is estimated that, from 2007 to 2016, 70% of the country’s total infrastructure financing came from
BNDES (YOKOTA et al., 2017 [1989] apud OECD, 2020, p. 35). In the 2014-2018 period, the BNDES dis-
bursed the largest volumes to the industrial sector (on an average of 24% of the annual disbursements).
In 2018, 55% of BNDES's disbursements across all sectors went to large companies (lbid.).

%2 Data until May 2021. Available at: http://www.finep.gov.br/transparencia-finep/projetos-contratados-

-e-valores-liberados.
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government, aiming at emergency support were: (i) creation of new
credit lines; (ii] creation and strengthening of guarantee programs
and funds; [(iii) improvements in financing conditions; (iv] extension
of standstill; (v) expansion of resources in pre-existing lines; and (vi)
actions focused on the health sector.

The mobilization and strong response capacity of the NDFS with re-
gard to sustaining credit for the productive fabric can be seen in the
figures gathered by ABDE on the system’s performance in the MSME
segment for this period. Of a total of R$ 348.2 billion provided by the
system for emergency measures between March 2020 and January
2021, R$ 314.7 billion were destined for MSMEs - approximately 90%.
The survey shows a total of 200 different measures adopted by NDFS
institutions, 174 of which were implemented by ABDE's affiliates, dis-
tributed throughout the country and within the lines of action indicat-
ed in the previous paragraph. It is important to note that the analysis
showed that all of NDFS institutions launched one or more support
measures for MSMEs in this period.

Within the scope of guarantees, the Emergency Program for Access to
Credit (PEAC) and the PEAC-Maquininhas, managed by the BNDES,
and the National Program to Support Micro- and Small-sized En-
terprises [Pronampe), managed by Banco do Brasil, and Guarantee
Fund for Micro and Small-sized Enterprises (Fundo de Aval as Micro
e Pequenas Empresas) (Fampe), the oldest guarantee fund in Brazil,
managed by Sebrae, had great prominence in reducing barriers for
access to credit for MSMEs, which were accentuated in the period of
crisis caused by the Covid-19.

The NDFS plays a crucial role in supporting diversification of pro-
duction and increasing economic complexity by making it possible to
expand the production capacity of the manufacturing industry and,
especially, of the more technology-intensive industries. An important
challenge for the fulfillment of SDG 9 is how to stimulate research and
development (R&D) within companies, as well as the use of resourc-
es and the adoption of clean and environmentally adequate technolo-
gies and industrial processes. It is worth highlighting the opportunity
represented by the modernization of the management of National
Fund for Scientific and Technological Development (Fundo Nacion-
al de Desenvolvimento Cientifico e Tecnolégico, FNDCTJ, which has

ABDE2030 |4«



Finep as its executive secretary, protecting the fund against contin-
gencies in the resources®. This is a stable resource that can be used
to drive the fulfillment of various SDGs through innovation-related
activities.

With regard to the fulfillment of affordable and clean energy targets,
it is worth noting that DFls are pioneers in investing in renewable en-
ergy in Brazil. In 2019, the percentage of NDFS institutions that had
lines aimed at the renewable energy generation and energy efficiency
segments, distributed among the different sectors of the economy,
was 82% for solar energy, 59% for energy efficiency, 36% for biofuels,
and 32% for wind energy. The system can intensify its performance
in the renewable energy sector by increasing the coordination level
with municipalities, as well as enhancing support for technologies
in which Brazil has great potential, such as biofuels, biomass, and
green hydrogen.

It should be highlighted the BNDES credit programs for increasing
the generation of electricity from renewable sources and for the pro-
duction of biofuels; and the financing from the Northeast Develop-
ment Superintendency (Sudene) and from the BNB.

On the energy efficiency theme, it is also important to highlight the
performance of the NDFS’'s subnational institutions. Nine institu-
tions® have differentiated credit lines with their own resources or
through onlending from BNDES Finame renewable energy®. It
should be highlighted Badesc’s credit line for investments in energy
efficiency® for public companies in the public lighting sector; the Fo-
mento Parana’s Energy Development (Fomento Energia) line® for the
acquisition of more energy efficient machinery and equipment, and
Bandes' Economia Verde (Green Economy]) line®. Moreover, all fed-
eral institutions have energy efficiency lines and programs, such as,
for example, the FNE Solar Individuals (Sol Pessoa Fisical® and FNE
Green (Verde)® of Banco do Nordeste and the Green Energy (Energia
Verde] line of Banco da Amazonia®',

% Supplementary Law No. 177/2021.

% AgeRio, Badesc, Desenbahia, Desenvolve SP, Bandes, Fomento PR, Badesul, BDMG, BRDE.

% Other examples are BNDES, Caixa Econdmica Federal, BNB, Basa, Cresol, Sicredi, and Banco Sicoob.
% Available at: http://www.badesc.gov.br/portal/linha eficiencia energetica.jsp

57 Available at: https://www.fomento.pr.gov.br/Credito/FOMENTO-Energia

%8 Available at: https://www.bandes.com.br/Site/linhas/show?id=12&idLinha=110

5 Available at: https://www.bnb.gov.br/fne-sol/pessoa-fisica

¢ Available at: https://www.bnb.gov.br/fne-verde

¢ Available at: https://www.bancoamazonia.com.br/index.php/produtos-servicos/agronegocio/ener-

gia-verde
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17

INSTITUCIONAL AXIS A KE

Peace, justice and strong institutions (SDG 16), Partnership and
means of implementation (SDG 17)

SDG 16. The analysis shows that Brazil has regressed in the
fulfillment of SDG 16, and that it has a long way to go when it
comes to reducing violence, improving access to citizenship,
and strengthening the State’s institutions. Violence in Brazil
has reached alarming proportions and is marked by gender,
race, and age biases. Homicides in Brazil increased 4% over
the previous year, placing the country among the most violent
in the world®.

SDG 17. There was a strong deterioration in the indicators of
the targets related to public and international finances in 2020
and 2021, verified by the jump in the federal government’s net
debt, the decrease in economic activity, the increase in unem-
ployment, and the sharp outflow of foreign capital from Brazil.
Internationally, there has been a reduction in the provision of
technical cooperation throughout the country. Technical coop-
eration activities peaked in 2011, with the execution of 783 proj-
ects, and in 2020, the number was 139 initiatives®.

82 Source: Brazilian Annual Report of Public Security [FBSP, 2021) and the Atlas of Violence (IPEA, 2021).
¢ Source: ABC (2021).
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3. HOW THE NATIONAL DEVELOPMENT
FINANCIAL SYSTEM MAY CONTRIBUTE
TO ACCELERATE AND SCALE THE
FULFILLMENT OF SDGS IN BRAZIL

Promoting Transformative Development: Mission 2030



The SDGs may be translated to the financial system from the concept
of sustainable finance, which integrates sustainability aspects into the
decision-making process, policies, and institutional arrangements of
the financial market, contributing to a strong, sustainable, balanced
and inclusive growth®. In this definition, sustainability refers not only
to environmental aspects, but also to social, economic, and institution-
al aspects. Financing models developed from the concept of sustain-
able finance are therefore intended to be more comprehensive than
the traditional financing model, or even those of low-carbon, climate,
green, or socioenvironmental financing.

In the case of Brazil, thanks to its privileged positioning - institutions
distributed throughout the national territory and linked to different lev-
els of government - the NDFS has been able to identify and support
sustainable projects at the local, regional, and national levels. Using
its local expertise, its potential to mobilize private capital, its capaci-
ty to structure projects and public-private partnerships, and, notably,
its potential to attract international resources to finance the sustain-
able development agenda in the country, the NDFS is proving to be a
central actor in defining strategies to enable the implementation of
large-scale investments required to fulfill the priorities established for
a sustainable transition.

The diagnosis presented in the previous section showed that the NDFS
institutions, although facing limitations, have sought to act with an in-
tegrated view at environmental issues in their financing, also bringing
social and economic aspects into their financing policies, in an inte-
grated perspective of sustainable development.

In this line, in order to strengthen and expand this performance, the
ABDE 2030 Plan uses the mission-oriented policy approach® to guide
the National Development Financial System in the construction of a
strategy capable of enhancing its role in promoting sustainable de-
velopment. The proposal of the mission seeks to engage NDFS actors
in facing major challenges that can transform production, distribution
and consumption patterns in various sectors and social groups in favor
of value creation, inclusion and sustainability.

¢ Sustainable finance: an overview (GTZ, 2020). Available at: Sustainable Finance English version.pdf
(chalk.de]; OECD/UNDP, 2020; and IFC, 2021,

¢ Mazzucato, M. (2018]. Mission-oriented Innovation Policy: Challenges and Opportunities. Available at:
OP-ICCJ180035 803..816 (ucl.ac.uk]
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The goal of the mission points out to the strategic level of intervention,
it being understood as the goal of a transformative development. In
turn, potential projects represent the tactical level, that is, the different
possible paths to achieve the goal of the mission®, while proposals
represent how the projects may be carried out®’.

The ambition of the missions is proportional to their financing needs,
which positions the NDFS as a central actor in addressing the iden-
tified challenges. Thus, strengthening the system is deemed a con-
dition for the delivery of missions. By providing conditions for NDFS
actors to be better prepared and equipped to contribute in a robust
and efficient way to the fulfillment of the missions, it is expected a
proposal of an agenda to strengthen the National Development Fi-
nancial System as an outcome when defining the missions.

The next section presents a set of five missions with transformative
potential in terms of contribution to sustainable development in Brazil,
including, whenever possible, a general scope of projects and propos-
als to guide the performance of the National Development Financial
System in order to fulfill the missions. Additionally, the outlines of
some of the possible projects linked to the missions will be presented,
as well as development possibilities that may be offered by the NDFS.

The five missions are:

e Digital, smart and inclusive future

e [Ecosystem for innovation in bioeconomy and the Amazon
e Engaged agribusiness

e Infrastructure and sustainable cities

e Health as a driving force for development

¢ The selection of potential projects took into account their feasibility according to the "SMART" rule:
Specific, Measurable, Achievable, Relevant, and Timely bounded

¢7 As important as structuring the “vertical” logic of the mission (strategic level conditioned to the ful-
fillment of the tactical level which, in turn, is conditioned to operational compliance], there is also the
need to structure its “horizontal” logic, that is, how to ensure that the delivery of each of the missions
is dialoguing with each other (and with other missions). For this, it would be needed indicators of the
status of the mission fulfilled by each DFI. These indicators could be agreed upon by the DFIs of the
system, or even between the DFls and specific companies.
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4. MISSIONS FOR THE NATIONAL
DEVELOPMENT SYSTEM

Digital, smart and inclusive future




9 Moot
® CHALLENGE ) ) I MAIN CHALLENGE: Promotion of equality and innovation

The agenda on the digitization of the economy has been presented as
essential for the economic development of countries (SDG 9 and SDG
8]. The investment needed for this area is fundamental for the fulfill-
ment of the SDGs, and the NDFS has a central role in promoting ev-
erything from the support to the digitization of and generation of new
jobs (SDG 8) by small-sized enterprises, to the entire process of digital
infrastructure and investment in innovation (SDG 9), to several areas
such as smart cities (SDG 11) and smart agribusiness. In addition, it is
worth noting that Brazil has unsatisfactory levels in the indicators as-
sociated with SDGs 5 and 10, with room for a greater contribution from
the NDFS to the fulfillment of this agenda, even though several sys-
tem actions - internal and external —are already underway, aimed at
addressing gender issues. Nevertheless, equal opportunities require
an integrated approach that consider how different social markers -
gender, race, class, sexuality, among others — interact with each other.

Figure 2: Digital, smart and inclusive future

DIGITAL, SMART AND INCLUSIVE FUTURE

¢ MISSION )) Strategic Goal: Expanding diversity in innovative
processes and digital business
Access to information Expanding digital Preparation of SMEs and
technologies for 56 opportunities workers for digitized
([ ) PROJECTS )) digital transformation in for business and production chains
the city and in the research led by (Smart Networks)
countryside. women
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(¢
w
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Source: Own preparation. Adapted from Mazzucato (2018).
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This mission

is essential to
contribute to
greater added
value in the
economy and to
the generation
of decent jobs.

Based on the premise that the boost for innovation comes from the
inclusion of gender and racial diversity and the understanding of the
intersectionality phenomenon - that is, the interaction between differ-
ent social markers - this mission has the potential to have a broad im-
pact on the indicators of SDG 5 and 10. Moreover, this mission is key to
contributing to a higher value added in the economy and in generating
decent work (SDG 8). At the same time, these characteristics demand
multifaceted action for their fulfillment (Figure 2]. Some projects, still
in the conceptual phase, offer ways to achieve the mission digital, in-
telligent and inclusive future

e Providing access to information technologies for 5G digital
transformation in the city and countryside

e Expanding digital opportunities for business and research led
by women

e Preparing small and medium-sized enterprises (SMEs] and
workers for digitized production chains (Smart Networks]

a. Providing access to information technologies for 5G digital trans-
formation in the city and countryside

Investment in Industry 4.0 and in digitization must be accessible to
companies of different sizes and in different regions of the national
territory, since the difficulties in accessing the internet, which reflect
issues of regional inequalities, may worsen with the arrival of 5G tech-
nology. Policymakers and public policy implementers must be pre-
pared for this new reality.

The transformation of reality requires investment in infrastructure that
allows a more equal access to digital technologies. The advent of 5G
technology contributes for a concentrated investment in technological
innovation which the NDFS could be a part of, as well as the push for
the digitization of MSMEs, ensuring that companies of different sizes
can absorb the benefits of 5G technology and other technological inno-
vations that may derive from it.

Some relevant actors for this agenda are the federal banks and Finep,
in the provision of credit lines to expand equal access to information
technologies. The NDFS could act to: (i) develop partnerships with rel-
evant agents in the implementation of 5G in the country; (i) expand and
increase the capillarity for the financing of development projects and
incorporation of new technologies; (iii) provide credit and guarantees

ABDE2030 |«



for small-sized providers; and (iv) promote training and digitization of
companies of all sizes.

Regarding specifically the expansion of 5G technology in the coun-
try, the NDFS needs to work in direct dialogue with Anatel's working
groups together with the winning companies of the 5G Auction®. The
Ministry of Communications announced the disbursement of R$ 368
million in resources from the Fund for Technological Development of
Telecommunications (Fundo para o Desenvolvimento Tecnolégico das
Telecomunicacoes, FUNTTEL) for investments in innovation and tech-
nological development, with specific lines for 5G implementation in the
country, to be disbursed by the BNDES and Finep. At the industrial
level, the Brazilian Agency for Industrial Development (ABDI), through
its network performance, aims at creating a favorable environment for
the adoption of technologies by the industrial sector in Brazil, being
an important partner for NDFS institutions with actions aimed at sup-
porting the production sector in the incorporation of technologies.

The entry of 5G opens space for the development of a series of inno-
vations aimed at contributing to increase competitiveness of domestic
companies, whether they absorb the technology or develop it. For this
reason, the NDFS may work at both ends. Finep plays a central role in
the development of innovations, stimulating companies to invest more
through the use of economic subsidies and non-refundable resources
to promote the interaction between scientific and technological insti-
tutions (IST) and companies. In addition, the BNDES and institutions
such as BDMG and BRDE may support investments in 5G connectivity
infrastructure in the states and municipalities, in addition to contribut-
ing to the innovation agenda.

Regarding financing for small-sized providers, it is worth highlighting
the possibility of using the Fund for Universalization of Telecommmuni-
cations Services (Fundo de Universalizacdo dos Servicos de Teleco-
municacées, FUST] to finance projects that promote the democrati-
zation of the internet and new technologies, including refundable and
non-refundable modalities The FUST may also be used as a guarantee
fund, especially for small-sized providers who have difficulty in offer-
Ing guarantees.

6 Auction held by Anatel on 11/05/2021. The expectation is that the investment plan reaches R$50.2
billion for the fulfillment of the obligations associated with the batches awarded. Available at: https://
www.gov.br/anatel/pt-br/assuntos/noticias/anatel-realiza-leilao-do-5g.
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To promote the training and digitization of companies of all sizes, it is
worth highlighting Finep Inovacred, which, although not directly relat-
ed to digital infrastructure, supports its implementation by financing
MSMEs in the development of new products, processes and services,
aiming at increasing competitiveness of companies at the regional or
national level. Sub-national banks and development agencies, such as
Desenvolve SP and BRDE, are important operators of this line of fi-
nancing.

Thus, in addition to credit, the NDFS may act with economic subsidies,
innovative blended finance arrangements, project structuring, and
could also align financing agendas with investments linked to the 5G
auctions (connecting supply and demand, combining public and pri-
vate resources for initiatives to boost connectivity infrastructure in the
country.

Cases of NDFS performance

BNDES Credito Servicos 4.0 - Financing line focused on contract-
ing technological services associated with the optimization of pro-
duction, advanced manufacturing projects feasibility, and imple-
mentation of smart city solutions and the like.

Finep Conecta - Stimulates cooperation between companies and
Scientific, Technological and Innovation Institutions (STls] to provide
knowledge generated within STls to Brazilian companies, promote
greater alignment of the goals of National Science to business de-
mands, increase spending on R&D, and encourage projects with
greater technological risk.

Finep 5G - Support to the development of 5G technologies and their
adoption in the country.

Bandes's experience with public-private partnerships in the execu-
tion of the Intelligent ES Program, a program with potential to finance
telecommunication infrastructure and technological solutions, may be
an example to be explored at the subnational level. In a different di-
rection, Desenvolve MT has established a partnership with Senai’s Tec
Hub and state universities to structure development poles and connect
state and academia, aimed at fostering the technology ecosystem in

ABDE2030 |5



éé

5G technology
opens up new
investment
opportunities.
The NDFS can
take advantage
of this window
of opportunity
to launch new
guarantee
funds with a
focus on digital
connectivity (...)

the state. This interaction between different innovation ecosystem ac-
tors at the state level can be stimulated in all regions of the country.
The subnational execution of Finep’s and BNDES's credit lines, such
as Inovacred, is another example to be explored and expanded by other
NDFS institutions.

An important international benchmark is the European Commission’s
Funding for digital in the 2021-2027 Multiannual Financial Framework
used to finance the Shaping Europe’s digital future program. This is a fi-
nancial framework consisting of different financing instruments aimed
at digitization, including both budget funds and instruments catalyzers
of private investment. Regarding the latter, it should be highlighted the
Connecting Europe Facility (CEF Digital] program, which supports not
only the connection of smart cities, but also the creation of uninter-
rupted Internet corridors in places with highest economic demand to
be financed by the private sector.

5G technology opens new investment opportunities. The NDFS may
take advantage of this window of opportunity to launch new guaran-
tee funds focused on digital connectivity, using, for example, FUST's
resources for small-sized providers. A possible innovation in terms
of financial instruments would be social tech bonds, derived from the
concept of social bonds, however with specificities aimed at guaran-
teeing the digital inclusion of commonly excluded identity groups and
populations living in remote communities. However, the success of
a strategy that combines several financial instruments requires that
they be articulated within the same framework or strategy as proposed
in the Multiannual Financial Framework, and in tune with the 5G im-
plementation schedule in the country.

b. Expanding digital opportunities for business and research led by
women

This project aims at expanding and enhancing female participation
and leadership in business and research through the expansion of
digital opportunities, contributing to the reduction of barriers faced
by women in running their businesses and/or conducting research
(SDG 5 and SDG 9). Access to digital tools allows businesses to mod-
ernize and be able to follow the ongoing digital change.
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NDFS’s contribution involves the adequacy of financial instruments
aimed at stimulating female entrepreneurship beyond working cap-
ital. Providing conditions for digital opportunities to be taken advan-
tage of by women in their business and/or research would also in-
volve financing business plans with support programs; requirement
of feasible guarantees; improved payment terms tied to condition-
alities.

A possibility to be explored would be models with the use of priority
non-refundable (Grant) in order to reduce the risk of operations and
encouraging female entrepreneurship projects. These instruments,
if appropriate for the female target audience, can contribute to more
women being able to propose and make investments of greater vol-
ume and soundness. In addition, risk analysis of projects with these
themes could be taken into account differently by the NDFS if there
was guidance from the regulatory body in this regard.

Cases of NDFS performance

Female Entrepreneur Program (Programa Mulheres Empreend-
edoras] (AGE) - Finances female entrepreneurs’ business plans be-
yond working capital, allowing women to make safer investments.
The counterpart is training and formalization.

Innovative Women Program (Programa Mulheres Inovadoras)
(Finep and MCTI) - Offers acceleration, specifically for startups led
by women, aiming at increasing female representation in the nation-
al entrepreneurial scenario through training.

One innovative instrument that deserves to be highlighted is the
gender bonds - understood as social bonds®’ with gender specificity.
Morocco’s experience with gender bonds can serve as a benchmark
for Brazil™. It is important that the NDFS be stimulated and enabled
to offer innovative solutions, adapting its conditionalities, so that
more and more women can “break the glass ceiling””".

¢ According to the Social Bond Principles (SBP), social bonds are any type of bond instrument where
the proceeds, or an equivalent amount, will be exclusively applied to finance or re-finance in part or in
full new and/or existing eligible Social Projects. These projects must be in line with the four key compo-
nents of the SBP: i) use of proceeds; ii) project evaluation and selection; iii) management of proceeds;
and iv) reporting.

0 One of Morocco's largest banks has announced a new financing solution dedicated to female project
leaders. These are subordinated bonds, called gender bonds, whose funds raised are intended exclu-
sively for financing female entrepreneurs and self-employed women.

"I The Metaphor coined by the feminist movement meaning “breaking the glass ceiling” in reference to
barriers to the careers of high-income women in the United States. This is a concept used to refer to
obstacles that hinder the progress of minority women, as well as minority men.
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Legislative follow-up

PL 238/2015 - determines the equality of working conditions, op-
portunities and remuneration in the public service, in order to guar-
antee gender and race equality in the occupation of positions and
careers in the public activity.

PL 1883/2021- provides for mechanisms to facilitate credit to micro
and small-sized enterprises controlled and managed by women and
to individual micro-entrepreneurs.

c. Preparing small and medium-sized enterprises (SMEs) and work-
ers for digitized production chains (Smart Networks)

The process of digitizing businesses and services, driven by the Covid-19
pandemic, enables companies of all sizes and sectors to become more
productive and efficient. Awindow of opportunity for generating decent
work (SDG 8] opens as more entrepreneurs understand and have ac-
cess to the benefits of digitization ([SDG 9). At the same time, it can be
observed an increasing incentive to the inclusion of excluded identity
groups in the economic activity (SDG 5), which directly contributes to
income generation and fosters entrepreneurship, the opening of new
markets, and new opportunities of decent work.
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In this sense, attentive to this movement towards a new technolog-
ical paradigm, the NDFS can use resources to support the process
of digitization of SMEs from different sectors, helping small and me-
dium-sized businesses to be able to respond and adapt in a timely
manner to the ongoing technological changes, taking advantage of the
benefits in terms of cost reduction and productivity. Support to SMEs
is one of the NDFS's strongest activities, growing every year. During
the Covid-19 pandemic, the growth of NDFS support to the SME seg-
ment grew by 57%, which reinforces the system’s ability to quickly and
robustly meet the needs of small to medium-sized enterprises in the
country.

Given the importance of the role of subnational DFls and credit unions
in supporting SMEs, larger institutions, for example BNDES and Finep,
could take advantage of the capillarity and reach of those DFls to form
partnerships that would allow them to leverage the available credit for
small and medium-sized demands. In this sense, programs focusing
on the digitization of SMEs could scale up within the NDFS. The digitiza-
tion of this segment of companies is essential for a sustained produc-
tivity gain in the economy. Some examples of NDFS programs aimed
at this agenda are Finep Inovacred 4.0 and BNDES Creédito Servicos
4.0. An important complement could be the participation of technical
and technological assistance institutions, such as Sebrae, Senai and
others in these financing lines via assisted credit structuring.

ABDE2030 | s



Bioeconomy offers an opportunity for Brazil to promote economic growth
and generate work (SDG 8] on a sustainable basis, in addition to improving
society’s quality of life and protecting the environment (SDG 15).



@ PROJECTS })

The bioeconomy contributes to the solution of social and environmen-
tal challenges (SDGs 11 and 13) by promoting equitable access (SDGs
4 and SDGs 10) for small producers of food and sociobiodiversity prod-
ucts’ - particularly women, black people, traditional populations and
communities (SDG 5) - to arable land.

Equitable access to land has positive effects on agricultural productivity
(SDG 4) and conscious consumption (SDG 12), and contributes to reduced
pesticide use, health and well-being (SDG 3}, and poverty reduction (SDG
1). In addition to products with high added value and innovation (SDG 9),
the bioeconomy, together with family farming, also plays a crucial role
in promoting food security (SDG 2) in the North and Northeast regions.
Therefore, providing resilience and robustness to the bioeconomy and
family farming helps to protect them from external shocks.

The mission Ecosystem for the innovation in bioeconomy and for the
Amazon is born out of the challenge to build a more favorable envi-
ronment for economic activity from bioeconomy and for the Amazon
(Figure 3). The promotion of an ecosystem with this focus is justified by
the high potential for technological innovation associated with the bio-
economy. Moreover, the bioeconomy is directly related to the mainte-
nance of environmental assets through carbon sequestration, nutrient
cycling and water provision, among others.

Figure 3: Ecosystem for the innovation in bioeconomy and for the Amazon

MAIN CHALLENGE: Reduce costs for R&D, communicate project
costs and benefits, and improve the business environment

ECOSYSTEM FOR INNOVATION IN BIOECONOMY AND
THE AMAZON

Strategic Goal: Promoting inclusive and sustainable economic
development based on innovative products and services with high value
added in bioeconomy and generate positive impacts on production
chains, environmental conservation and food security

Business management

e Science and Economic incentives for
su»pport_, _tra'_”'”g and technology program valuing environmental
risk mitigation and focused on assets and deforestation
capacity building in biotechnology control in the Amazon

bioeconomy

Source: Own preparation. Adapted from Mazzucato (2018).
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The projects of the mission Ecosystem of innovation in bioeconomy
and the Amazon still in the conceptual phase, offer ways to achieve the
mission. They are:

e Business management support, training and risk mitigation
and capacity building in bioeconomy

e Science and technology program focused on biotechnology

e Economic incentives for valuing environmental assets and de-
forestation control in the Amazon

a. Business management support, training and risk mitigation and
capacity building in bioeconomy

Besides representing an area still under development in Brazil, bio-
economy projects are usually managed by or involve micro and small
producers from local communities along the production chain. Bio-
economy and business management knowledge is still limited, and
therefore the necessity for training and risk mitigation of business is
a challenge for the sector. In this sense, the NDFS could offer credit,
technical assistance and training to strengthen productive arrange-
ments, generate new business opportunities in the less developed re-
gions of the country, thus contributing to the development of the bio-
economy at the national level and, consequently, to progress in gender
equality, education, and decent work promotion.

The protagonists of this project would be the public and cooperative
banks and the development agencies, which would act as credit vec-
tors for sociobiodiversity products in the Legal Amazon and other
Brazilian biomes. Sebrae and development agencies could operate in
capacity building, risk mitigation and management of innovative busi-
nesses. Together, these institutions would work towards the creation,
strengthening or expansion of (i) financial instruments; [ii) access to
funding by DFls; [iii) access to credit, training in bioeconomy and busi-
ness management by micro and small producers in local communities;
(iv] partnerships of NDFS institutions with organizations that already
operate in the field of innovation in the bioeconomy; and (v} institu-
tional capacities of the actors in the bioeconomy system. Each of the
strategies, relevant NDFS actors, examples of replicable initiatives and
international benchmarks are described in the following paragraphs.

2 The concept of sociobiodiversity concerns the goods and services generated from biodiversity re-
sources, aimed at the formation of production chains of interest to traditional peoples and communities,
which promote the maintenance and appreciation of their practices and knowledge, generating income,
and improving their quality of life and the environment in which they live.
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With regard to financial instruments, development agencies in the
North (Afeam, Afap, among others] and Northeast (Desenvolve Ala-
goas, AGE, AGN, Desenbahia, among others), and cooperative banks
(Sicredi, Sicoob and Cresol), could take advantage of their large capil-
larity to expand the offer — especially to women, black people, the in-
digenous population and quilombolas - of credit, technical assistance
and training in sociobiodiversity products. Federal banks, such as BB,
BNDES, BASA, and BNB, are also relevant actors in the development
of the bioeconomy, especially in the North and Northeast regions, as
they have robust structures capable of potentializing the bioeconomy
in these regions through the creation of new financial instruments,
greater ease in attracting international resources, and the establish-
ment of international cooperation partnerships.

It should be highlighted partnerships with impact investment, private
equity, accelerators, venture builder, venture capital and seed capital
institutions focused on sociobiodiversity products. An example would
be a greater interaction with the priority programs of the informatics
law in the North region, such as Suframa’s Priority Program in Bio-
economy (Programa Prioritario em Bioeconomia, PPBio)”, aimed at
diversifying and boosting investments for the sustainable economic
exploitation of biodiversity. The PPBio is an innovative instrument that
allows the private sector to invest in the bioeconomy agenda without
management burdens and with the technical support of [desam and
other science and technology (S&T) institutions involved in the initiative.

7*The Superintendency of the Manaus Free Trade Zone (Suframal is an autarchy affiliated to the Ministry
of Economy. It manages and controls tax incentives granted to companies established in the Manaus
Free Trade Zone, in addition to promoting development strategies for the entire Western Amazon region.




Another interesting initiative was the approval of the Amazon Bioeco-
nomy Fund, with resources from the Green Climate Fund (GCF) and
operated by the IDB". The fund is intended to leverage investments for
adaptation and mitigation of the impacts of climate change in the Ama-
zon basin through innovative bio-businesses that seek to conserve the
ecosystems and biodiversity of Amazon, increase climate resilience,
and improve living conditions in Amazonian countries. In this sense,
an alternative to enhance synergy and explore NDFS's capillarity aim-
iIng at increasing its access to funding for bioeconomy projects, would
be through the creation of funds organized by federal banks, in which
smaller development agencies would operate as onlenders, while ob-
serving institutional limitations.

Regarding access to credit, development agencies could strengthen
information and financial education programs with a view to expanding
knowledge about “green lines”, such as Pronaf’s Bioeconomy (Bioeco-
nomia), as well as access to and maintenance of financial resources
by extractive workers. Another way to expand the local communities
access to credit would be through “proximity finance” and the financial
agents’ internalization, enabling a closer relationship between those
who operate rural credit and those who wish to access it. To this end,
it would be necessary to seek the support of local partner institutions
and impact investment financial institutions to unlock credit, reduce
guarantees, and share risk. The intermediation between Cooperativa
Sementes do Maraj6 and Basa carried out by Conexus with resourc-
es from Pronaf B, and the integration of special guarantee funds for
rural credit by Fideicomisos Instituidos en Relacion con la Agricultura
(FIRAJ, in Mexico, are examples of how to generate more security in
operations with this profile.

Training in entrepreneurship for micro and small producers from local
communities could be led by Sebrae and development agencies - in-
cluding a partnership with Emater, Senar, Senai, NGOs, among others
- via education and training programs in technology, sustainable man-
agement, and administrative and entrepreneurial skills. An example to
be strengthened is Sebrae’s “Inova Amazonia” program, which offers
mentorship grants for training in entrepreneurship. In addition, Sebrae
could offer training and advisory services to SMEs so that they are able
to operationalize the procedures of the Access to Genetic Resources
Law’.

" Source: GCF approves creation of the Amazon Bioeconomy Fund (Fundo de Bioeconomia da Amazdnia),
joining the IDB | IADB Initiative.

5 Law 13.123/2015 regulates access to genetic heritage, associated traditional knowledge, and the
sharing of benefits from the Brazilian biodiversity.
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In addition to funds intended to finance and support startups, SMEs and
young entrepreneurs, countries such as Norway and Singapore have
created funds for training in bioeconomy’ that could be replicated in
Brazil. Training in bioeconomy can also be carried out via development
agencies, cooperative banks and federal banks with international part-
ner institutions, such as the public notice issued by the German Agen-
cy for International Cooperation (GIZ] for cooperatives and family farm-
ing associations in the priority chains of cocoa, acai and Brazil nuts in
the states of Acre, Amapé, Amazonas and Pard, within the scope of the
Bioeconomy and Value Chains project.

Regarding strengthening business management, BNDES, Basa and
BNB have the potential to support actions for the commercial promo-
tion of bioeconomy products, which can be done in partnership with
the Brazilian Trade and Investment Promotion Agency (Agéncia Bra-
sileira de Promocdo de Exportacdes e Investimentos) [Apex-Brasill.
The creation of a seal of origin for bioeconomy products, with the goal
of adding value and supporting the protection and preservation of the
Brazilian biodiversity, could contribute to improve the management of
innovative bioeconomy products, as well as to provide greater access
to international markets.

The NDFS could also support training in bioeconomy for the develop-
ment of innovative production technologies (whether in handling, pro-
cessing, marketing) to take advantage of product waste. Partnerships
between development agencies, which operate locally, and institutions
such as Embrapa and Emater, municipal agriculture departments,
universities and research institutions (e.g. SENAI Innovation Institute
for Biotechnology) could be built from the definition of strategic sec-
tors”. In several countries, strategies for the promotion of the bioeco-
nomy include the creation of funds to raise funds for the development
of technologies as in South Africa and Colombia”. These and other
experiences can be studied in order to inspire appropriate solutions for
the Brazilian context.

*FRAM - improvement of management skills, and Startup SG Founder, respectively.

TFor example, the health sector could be the focus of some of these partnerships. In this sense, NDFS
institutions could collaborate with EMBRAPII and associations of the pharmaceutical sector to promote
technological innovation in the pharmaceutical sector based on sociobiodiversity products.

%In the case of Colombia, the country has the Fondo Accién for training in the development of technolo-
gies for the exploitation of Achiote, and the development of educational activities on scientific innovation
(innovation, entrepreneurship, transfer of results, and protection of inventions via intellectual property).

ABDE2030 |4



Furthermore, federal banks could offer training programs to develop-
ment agencies in order to understand the differences between bio-
economy credit and traditional rural credit, increasing knowledge of
the functioning of sociobiodiversity production chains, and bringing fi-
nancial agents closer to economic agents promoting the bioeconomy.
In addition to training and proximity to bioeconomy financing themes,
NDFS institutions could also expand partnerships with institutions that
promote training on the risk of deforestation in credit for agricultural
activities, such as UNEP-FI through the Good Growth Partnership ini-
tiative.

In that sense, it is worth noting the initiative led by ABDE and the IDB
named Financing Alliance for the Amazon (Alianca pelo Financiamen-
to da Amazonial, aimed at strengthening and organizing the financ-
ing network for sustainable and inclusive development in the Legal
Amazon, especially through the mobilization of institutions associated
with ABDE operating in the region, and the development of financial
instruments suited to the local reality. The Alliance is expected to be a
hub for generation and dissemination of information and best practic-
es that can be used by NDFS institutions operating in the region.

The coordination of financing and development initiatives allows the
identification of synergies and complementarities in the actions of
the different actors linked to sustainable financing in the region, thus
contributing to potentialize the impact of initiatives underway and/or
under development. In this sense, the Alliance will make it easier for
the actors linked to sustainable financing to have a broader and more
cross-cutting knowledge about the NDFS's performance as a whole in
the Legal Amazon region, allowing the system to reach its full potential
for transforming the local reality.

b. Science and technology program focused on biotechnology

To leverage an innovation ecosystem in bioeconomy, it is necessary
to create and strengthen science, technology and innovation (ST&l)
initiatives that can develop new products and improve value chains,
contributing to the preservation of the country’s different biomes.
Such initiatives are directly related to SDG 15 and SDG 9 by support-
ing the development of new technologies and adding value to produc-
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(...) There is the
possibility of a
joint action to
leverage the
implementation
of innovation
ecosystems and
strengthening of
local chains.

tion chains (e.g. new materials that can be inserted into different pro-
duction chains, biopharmaceuticals, biofuels, among others). They
can also generate positive impacts for the reduction of inequalities,
the strengthening of gender equality and racial diversity (SDG 5 and
SDG 10).

Considering that several DFls operate in this segment (BNDES, Finep,
Basa, Sebrae, Banparéa, Afeam and Afap, BNB, among others), there
Is the possibility of a joint action to leverage the implementation of
innovation ecosystems and strengthening of local chains. It would
also be possible to use this network of actors to stimulate the creation
and expansion of new “forest laboratories”, combining local tradition-
al knowledge, scientific data, and technological apparatus, including
communication, to provide instruments for local communities.

To this end, financial instruments already available in these institu-
tions can be used, such as lines of financing for innovation focused
on bioeconomy products. Partnerships with local institutions, such as
universities, technical and technological assistance networks (Ema-
ter, Senai, Senar, and Embrapa) are important for these initiatives to
be successful. Moreover, the support for small-sized enterprises and
entrepreneurs is essential to maintain the forest standing, as in Am-
azon's case. In this sense, a partnership with Sebrae would allow the
development of a support network for innovative companies and local
entrepreneurs.

The NDFS's role in this agenda may be expanded through a combina-
tion of financial instruments. For example, the use of non-refundable
grant for university-business interaction; economic subsidy to support
SMEs; and credit for the production of innovative products. In this line,
the same company could receive resources from different modalities
in different phases of the project throughout the innovation chain. This
mix of instruments could be leveraged by the capillarity of the NDFS.”

7" Currently, several institutions act in innovation hubs, for example the Amaz Aceleradora de Impacto,
the CERTI, Plataforma de Parceiros pela Amazonia, Amazénia Ativa, Amazonialab, BioTec Amazonia,
and other bioeconomy projects.
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Cases of NDFS performance

Inova Amazonia (Sebrae) - program that seeks to unite science
and technology to generate business with a focus on the sustain-
able use of natural resources, encouraging entrepreneurs and
small entrepreneurs to research and consciously use the biodiver-
sity, so that its resources are renewed during use.

Finep/MCTI Amazénia Program (Finep) - program aimed at pro-
moting the sustainable economic and social growth of the popu-
lation living in the Brazilian Amazon. These are economic subsidy
resources for Innovation projects in the areas of bioeconomy and
digital transformation - to be developed by companies based in the
North region.

¢. Economic incentives for valuing environmental assets and con-
trolling deforestation in the Amazon

Controlling deforestation and valuing the forest standing and its envi-
ronmental assets through the use of economic incentives allows for
the strengthening of initiatives linked to the bioeconomy in the Ama-
zon. Such incentives have impacts on protecting the biodiversity, en-
couraging sustainable production and consumption, as well as reduc-
ing inequalities and emissions.

To achieve these benefits, NDFS banks could be trained to operation-
alize resources from Payment for Environmental Services® (PES) ar-
rangements, such as carbon capture and water regulation, valuing en-
vironmental assets and in line with the National PES Policy. A concrete
example is Bandes' Reforestation Program (Programa Reflorestrar)
through state PES, an initiative that could be replicated in other DFIs in
the system, respecting the limitations of each institution.

% Law 14.119/2021. PES arrangements provide that the external beneficiaries of environmental ser-
vices make direct payments to the providers of these services, owners of the environmental resource,
through contracts and conditions that guarantee that they will adopt practices of conservation and/or
restoration of ecosystems.
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Internationally, it is worth noting Costa Rica’s PSA policy, which can
serve as a benchmark for the regulation of the instrument in Bra-
zil®". On the other hand, the Kunming fund opens a new possibility
for green financing and, together with other international funds and
consortia, such as Consorcio Brasil Verde, it has resources that could
be operated by subnational DFls.

The NDFS has other financial instruments at its disposal, such as
the issuance of social and green bonds - for example the BNDES
and BDMG programs for issuing green and sustainable bonds - and
decarbonization credit via biofuels (CBio). The BNDES could also ex-
pand the BNDES Crédito ASG program, which offers differentiated
interest for reforestation wood projects, equipment for renewable en-
ergy and energy efficiency, mining and steel, to regional banks and
development agencies.

Development agencies and banks could become eligible for the issu-
ance of Sustainable Development Bonds®-a proposal for a long-term
funding instrument that incorporates the concept of sustainability -
once they meet the requirements of measures for the selection of
reserves and/or guarantees suitable for the purpose of the operation.
In this case, minimum requirements could be established in terms of
governance aspects (structure, responsibilities, and decision-mak-
ing authority], project and portfolio selection processes, risk control
(due diligence of operations) and stakeholder communication policy.

Legislative follow-up

Regulation of Law 14.119/2021, which defines the Payment for
Environmental Services (PES) instrument

¥ However, the law lacks regulation in the sense that it is still necessary to clarify the origin of the
resources that may comprise the National PES Program. Other sections vetoed in the PES Law must
re-enter discussion as they do not allow the government to establish other tax incentives, such as
credits with differentiated interest for activities to recover degraded areas and credit incentives for the
sustainable management of biodiversity and other natural resources.

8 The Sustainable Development Bonds (LDS] is a proposed financial instrument for long-term funding,
with appropriate capital and tax incentives and with a high potential of acceptance in the Brazilian and
international markets. The proposal focuses on the development of a market that supports mainly the
performance of the NDFS institutions. In particular, the vision is to integrate the concept of sustainabil-
ity into the economic recovery. The LDS has its origins in a study by the IBD with ABDE's contribution.
Available at: Letra de Desenvolvimento Sustentdvel: um instrumento inovador para o setor financeiro e
de apoio a atuacao do Sistema Nacional de Fomento (iadb.org)
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6.ENGAGED AGRIBUSINESS

The climate change commitments made in SDG 13 depend, to a large ex-
tent, on transformations in the land use. A significant part of total green-
house gas emissions results from deforestation and originates from the
agricultural sector®. Likewise, responsible consumption and production
patterns are strongly associated with the rural environment and the value
chains of agri-food systems (SDG 12).



Brazil is well positioned in the ranking of the world’s largest produc-
ers and exporters of various commodities®. However, the expansion
of agriculture and livestock has significant costs in terms of defor-
estation, soil erosion and desertification, among others, compro-
mising the biodiversity and increasing carbon emissions and other
greenhouse gases associated with climate change. Agribusiness ac-
tivities can affect the fulfillment of the SDGs associated to life on land
(SDG 15) and health (SDG 3.

The agribusiness production process has a low potential for techno-
logical spillover and demand chaining on other sectors of the econo-
my, including small-scale, family-owned agriculture with a vocation
for sustainable crops, which play a fundamental role in promoting
inclusion in the countryside. There is, therefore, an indirect impact of
agribusiness on SDGs associated with greater inclusion in the coun-
tryside (SDGs 2, 5 and 10).

Other relevant factors for the design of this mission are: (i) the struc-
tural heterogeneity present in the countryside, represented by a sig-
nificant difference in work and the level of salaries between agri-
business and family farming®, which affects the SDGs related to
decent work, economic growth and reduced inequalities; and [ii) the
constant need to reduce inefficiencies and waste in the agribusiness
value chain, demanding attention to technological and production is-
sues and water use present in SDGs 9 and 6.

The mission Engaged Agribusiness contemplates the agribusiness
value chain, including sectors of agriculture and livestock, process-
ing industry, family farming, among others®. These agri-food sys-
tems have a substantial impact on the production structure of the
economy, on sustainability and on the quality of life of Brazilians -
notably with regard to food security and the inclusion of vulnerable
groups in rural areas. (Figure 4]

8 Climate Observatory, 2021; PRODES.

#The Observatory of Economic Complexity, 2021.

% PINTO, 1972; REIS, CARDOSO, 2020.

¥ The agribusiness value chain, in general, ranges from business planning activities, technological R&D
of production, mobilization of raw materials, fertilizers and machinery and equipment for planting and
harvesting, transport and storage logistics, distribution and commercialization, as well as consumption
and collection, selection and recycling activities.
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Figure 4: Engaged agribusiness
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The projects of mission Engaged agribusiness, still in the conceptual
phase, offer ways to fulfill the mission. They are:

e Expansion of sustainable patterns of production via innovative

financing instruments

e Reduce costs and food waste in value chains
e |ncrease resilience and robustness in value chains to ensure

food security focusing on family farming
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a. Expansion of sustainable patterns of production via innovative
financing instruments

Carrying out this project requires a new look at the financing of tech-
nologies and production techniques in the Brazilian agribusiness. It
Is necessary to invest in innovation and adaptation of financing in-
struments so that these techniques allow for a gain in productivity
and sustainability. Investments would focus on transforming the ag-
riculture and livestock and food production, as well as inputs that are
harmful to human health and the environment.

To this end, it is essential that BCB's sustainability guidelines con-
tained in Resolution 140/2021%" are incorporated by the NDFS actors.
It is worth noting that an update of BCB Resolution 2394/1976 to in-
clude sustainability criteria as conditionality®® could expand the po-
tential for development banks to act in rural credit operations.

Expanding the sustainable rural credit could stimulate the volume
and ambition of projects linked to sustainable production patterns.
Strengthening and expanding the ABC Program® would be essential
to enable this action, given the minority volume of resources from the
2021/2022 Crop Plan intended for this program focused on low-car-
bon agriculture.”

In the future, development agencies and banks could intermediate
the financial execution of the Environmental Reserve Quota and offer
credit lines.”” Another possibility would be to scale the Agribusiness
Receivables Credit, an operation launched in 2021 to increase credit
sources for rural producers.”

As provided in the mission Ecosystem for the innovation in bioeco-
nomy and for the Amazon, development agencies and banks could
become eligible for the issuance of Sustainable Development Bonds.
“Institutions such as credit unions could issue these bonds in order
to expand their actions to support sustainable agribusiness.

¥ Some examples would be: (i) requiring management practices that reduce GHG emissions or fix car-
bon; and [ii] interrupting agricultural credit for companies, production units or municipalities with an
expanding area of deforestation.

% |t defines social, environmental and climate impediment criteria in the rural credit manual that would
already be applied to the Safra Plan.

¥ The ABDE Program combines agricultural practices with the recovery of degraded pastures; crop-live-
stock-forest integration and agroforestry systems; direct planting in straw; biological nitrogen fixation;
and planting commercial forests and treating animal waste.

% R$5 billion out of a total of R$251.2 billion expected for the 2021/2022 Crop Plan (Plano Safra)

I The operationalization of this proposal depends on the STF’s decision regarding the concept of eco-
logical identity, which will define whether the market will be dealt with by biomes or otherwise more
restrictive.

2 The operation had the BNDES as guarantor.

% See footnote 62.
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Scaling up
sustainable
rural credit
could stimulate
the volume and
ambition of
projects linked
to sustainable
production
patterns.

The work of the Alliance for the Financing of the Amazon could be
leveraged through an articulation with the Amazon Bioeconomy Fund
launched by the IDB in 2021 with resources from the Green Climate
Fund (GCF). Since there is a perception that business in bioeconomy
poses a high risk for some investors, funds approved by the GCF as
loans, donations and shares for the Amazon Bioeconomy Fund could
contribute to reducing the risk of private investment. Another inter-
esting instrument for carrying out this project would be the creation
of the voluntary carbon market and green finance.

The creation of Sustainable Development Bonds could expand the
possibilities of financing the bioeconomy in the Amazon and other
biomes.

b. Reduced costs and food waste in value chains

The disruption of global value chains was one of the most visible ef-
fects of the Covid-19 pandemic, especially in the food chain. As a
result, factors such as inflation, scarcity, shortages and worsening
inequalities have compromised food security, whether in urban or
rural areas. In this sense, there is an urgent need for strategic initia-
tives aimed at increasing resilience to systemic shocks in the agri-
food system chains, as well as making them more robust and sophis-
ticated.”

Family farming directly contributes to the fulfillment of SDGs 2 and
12, aimed at eliminating hunger and food insecurity, as well as le-
veraging sustainable consumption and production patterns. Consid-
ering its importance also for the food supply in the country” and its
role within the value chain of agri-food products, this project sug-
gests incentives for the resilience, robustness and sophistication of
the chains, as well as for reducing food losses through three core
strategies: (i) strengthening of the value chains of family farming; (ii)
modernization of production with machinery and equipment, as well
as logistics, storage, distribution and marketing infrastructure; (iii)
reforestation. Each of the strategies, relevant NDFS actors, examples
of replicable initiatives and international benchmarks are described
in the following paragraphs.

“ MIROUDQT, 2021; REIS, CARDOSO, 2020.

% IBGE data from 2019 show that family farming establishments were responsible for 23% of the value
of national production. In 2017, the segment had 10.1 million employed persons, corresponding to 67%
of the total employed in the Brazilian agricultural sector.
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For this, federal banks [notably Banco do Brasil, Caixa Econdmica,
and BNDES), regional and cooperative banks, in addition to subna-
tional DFIs (mainly BRB, Badesul, Goids Fomento, Fomento Parané
and Badesc), can act in the expansion of assisted credit (such as
differentiated interest rates), guarantees and risk management for
family farming, more specifically through a few fronts: (i) the expan-
sion of conditions for rural credit with sustainability conditionalities
such as Pronaf Bioeconomia, Pronaf Florestas and ABC+, especially
in the Cerrado and Amazon biomes: (ii) the creation of incentives for
the financing and implementation of certifications; and [iii] the inclu-
sion of socioenvironmental criteria with traceability of origin.

The cooperation between NDFS actors and technical assistance in-
stitutions such as Sebrae, Emater, Senar, Senai and NGOs could fa-
cilitate the adoption of models that meet the necessary requirements
for family farming, as well as for the construction of innovation poles
focused on regional development. To this end, blended finance and
guarantee instruments for projects mobilizing new investments in
the production chain, adding value and reducing costs could also be
encouraged.

This project seeks to improve transport and storage infrastructure
combined with the promotion of the circular economy (SDG 12),
water and waste management (SDG 6), thus helping to reduce the
difference between the price of food paid to the producer and the
final product. The potential contributions of the NDFS to this agen-
da, in particular BNDES and regional banks, include the provision of
specific lines of credit, also using blended finance models, for 3R%
projects of companies in the circular economy of the agribusiness,
aiming at saving resources and reducing food losses and waste in the
transport, storage, distribution and commercialization stages.

In order to improve the transport, logistics and storage infrastruc-
ture, the BNDES's Program for the Construction and Expansion of
Warehouses could be improved and expanded via the Crop Plan and
partner banks, such as Banco do Brasil, BRDE and BDMG, consid-
ering the growth in demand for investments in recent years and its
strategic nature for this project.

% As a way of promoting the reduction or non-generation of waste, it is presented the principle of the 3
R’s: reduce, reuse and recycle. These actions, together with the adoption of sustainable consumption
patterns, have been promoted as a way to protect natural resources and minimize waste.
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As a reforestation strategy, development agencies could support
the development of green settlements (agroforestry), aiming at later
becoming carbon negative and entering into the process of issuing
green bonds. Another possibility would be to direct resources from
the National Fund for Scientific and Technological Development (Fun-
do Nacional de Desenvolvimento Cientifico e TTecnoldgic, FNDCT)
to family organic farming and the bioeconomy that contribute to the
neutralization of emissions.

Alternatively, it would be possible to capitalize the revolving funds
from resources of producers who access Pronaf B and receive a bo-
nus. One option would be to "donate” part of the bonus to the revolv-
ing instrument to extend its reach. The resources of the revolving
fund could constitute a kind of “solidarity endorsement” for Pronaf
operations associated with family production.

c. Increase resilience and robustness in value chains to ensure food
security focusing on family farming

To increase resilience and robustness in value chains aimed at food
security with a focus on family farming and the bioeconomy, the
NDFS could expand and leverage credit incentives - such as differ-
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entiated interest rates - for activities linked to the bioeconomy and/
or family farming. This credit incentive would operate on two fronts:
(i) the expansion of rural credit with sustainability conditionalities,
such as Pronaf Bioeconomia, Pronaf Florestas and ABC+; and [ii) the
creation of incentives for the financing and implementation of certifi-
cations and inclusion of socioenvironmental criteria with traceability
of origin.

The NDFS could support the development of green settlements
(agroforestry) aiming at later making them carbon negative and thus
being part of a process of issuing green bonds. Another possibility
would be to direct resources from the National Fund for Scientific
and Technological Development (FNDCT) to bioeconomy activities
and to the neutralization of greenhouse gas emissions.”” The Finep
Amazonia digital transformation program already uses FNDCT re-
sources for this purpose, providing an opportunity for this experience
to be replicated by other institutions in the system. Moreover, federal
and regional banks could provide risk capital in bioeconomy produc-
tion chains.

The system can support innovative models for production chains, as
well as for adding value and to the infrastructure in the Amazon re-
gion via blended finance. Furthermore, cooperation between NDFS
actors and technical assistance institutions would be important to
adapt financing products to meet the necessary requirements of the
bioeconomy.”

Another strategy would be to capitalize revolving funds from resourc-
es of producers who access Pronaf B and receive a bonus. One option
would be to "donate” part of the bonus to the revolving instrument to
extend its reach. The resources of the revolving fund could constitute
a kind of “solidarity endorsement” for Pronaf operations. This experi-
ence has already been tested in other chains and could be replicated
among sociobiodiversity product funds.

7The Supplementary Law 177/2021 amended some articles of Law 11.540/2007, such as the delimita-
tion of expenditure not subject to contingencies. It also modified the use of resources to support ST&l
programs, projects and activities aimed at neutralizing Brazil's greenhouse gas emissions, and promot-
ing the development of the bioeconomy sector.

% One example is Conexsus” work with the Conexsus Socioenvironmental Fund and the creation of
networks of credit enablers for mentoring and supervising proccesses of access to credit, gathering
producers and financial institutions.
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In Brazil, approximately 76% of the population lives in urban centers and
70% of the national GDP is generated in cities with more than 100 thousand
inhabitants”. It is possible to state that the success of the 2030 Agenda
in the country goes through a transformation of Brazilian cities towards

the reduction of regional inequalities and the promotion of an inclusive,
low-carbon urbanization.



The potential that the transformation of cities has to accelerate the
fulfillment of the 2030 Agenda is a reflection of several factors, in-
cluding the high mutltiplier effect of SDGs related to access to wa-
ter, sanitation and infrastructure, with direct impact on many other
SDGs, such as SDG 6 and SDG 9; the contribution of efficient urban
mobility networks for people, goods and materials to boost sustain-
able socioeconomic development by connecting citizens to basic ser-
vices, jobs, markets and each other, among others.

The infrastructure gap in Brazilian cities is a historical problem that
responds directly to the urban population growth in the country. The
infrastructure of cities does not seem to develop at the same speed
as people migrate from rural to urban areas. The scenario becomes
even more challenging in face of the difficulty of financing projects
related to urban infrastructure. They are deemed high risk and re-
ceive less investment because they are permeated by externalities
and generate collective economic benefits that are not included in
the income of the service providers.

The high degree of heterogeneity of Brazilian municipalities, no-
tably regarding institutional capacity, represents another relevant
variable in this equation. Municipalities with low technical capacity
for structuring projects or formulating public policies are not able
to position themselves well in the coordination of public programs
for infrastructure investments, or even in the integration between
the federal, state and municipal levels of public administration. In-
stitutional capacity determines the potential of a municipality to
plan, finance, implement and monitor policies and projects, which
Is even more sensitive in cases of investments to the social and ur-
ban infrastructure.

The Sustainable Cities and Infrastructure mission is born with the
goal of reducing regional inequalities through inclusive and sustain-
able urbanization. It is necessary to find alternatives for the financing
of more resilient and inclusive cities. The different dimensions of the
concept of sustainable cities - ranging from connectivity technologies
to public facilities (daycare centers, parks, public lighting) - require
innovative solutions in terms of financing (Figure 5).

7 IBGE, 2015.
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The NDFS plays a central role in financing cities, accounting for ap-
proximately 98% of the credit to Brazilian municipalities, making it
a natural candidate to act as leader of this mission. Nevertheless,
the participation of the NDFS in this agenda needs to be calibrated
according to the heterogeneity of the institutions within the system,
whether in terms of institutional capacity, available resources, or
limits to action.

Figure 5: Sustainable cities and infrastructure

MAIN CHALLENGE: Reduction of regional inequalities, — Bee EEes
inclusive and sustainable urbanization Aﬁéa &

Strategic Goal: Promoting sustainable cities and infrastructure,
with universal access to water and sanitation, inclusive urban mobility

Diversification and
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and energy efficiency
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Source: Own preparation. Adapted from Mazzucato (2018).
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The projects of mission Sustainable cities and infrastructure, still in
the conceptual phase, offer ways to fulfill the mission. They are:

e Diversification and development of sources of renewable en-
ergy and energy efficiency

e Expansion of access to water and waste management

e Inclusive urban mobility

HEDIE2030 | 75



a. Diversification and development of sources of renewable energy
and energy efficiency

Today, cities consume more than 2/3 of the world’'s energy and ac-
count for more than 70% of global greenhouse gas emissions. In Bra-
zil, energy is the second most expensive item in munici-pal budgets,
second only to payroll'®. Moreover, competitive sectors such as in-
dustry depend on energy efficiency in their production processes. In
parallel, the diversification of renewable energy sources is essential
for the achievement of energy security (SDG 9) and for the transition
to a low-carbon economy (SDG 13).

In order to diversify renewable energy sources and increase energy
efficiency, the NDFS can act in the promotion of equipment sectors
and activities related to energy generation and transmission, infra-
structure works and biofuel manufacturing through: (i) greater align-
ment with sectoral strate-gies; [ii) expansion of f3unding sources via
international funds and guarantors; (iii} subsidy, tech-nical assis-
tance and credit for the development of new technologies; (iv) devel-
opment of the car-bon market; and (v) guarantees.

DB, 2021.
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Regarding regulatory and institutional frameworks, NDFS’s perfor-
mance for the diversification of renewable energy sources and sup-
port for energy efficiency could be aligned with the federal govern-
ment’'s 2030 National Energy Plan, which articulates and integrates
strategies for sustaina-ble and economic energy expansion for sub-
sequent years. As a possibility to expand projects in the renewable
sources sector, it is highlighted the promotion of the construction
of hybrid parks. To enable its performance in this sector, the NDFS
could articulate the regulation of this type of project with the National
Electric Energy Agency (Aneel, in Portuguese]. Thus, new business
models in the segment would be stimulated. State commercial banks
and development agencies could finance or use grants'' for consult-
ing and advisory services in supporting the preparation of municipal
energy infrastructure plans. In this sense, municipal consortiums
could be structured to access this type of program.

As a possibility to expand funding sources, share experiences and
best practices, build relation-ships and, thus, contribute to the ex-
pansion of renewable energy projects, partnerships with inter-na-
tional institutions such as the AFD, the IDB, the KfW and JICA are
highlighted. These institu-tions contribute to manage or operate
funds, such as the Latin America Investment Facility and the Clean
Technology Fund, that support the structuring of projects, the evalu-
ation of social and environmental impacts, the development of supply
and demand and the education and training for renewable energy

projects.

Moreover, development agencies in the Northeast region could act
in coordination with the BNB to access resources from Northeast
Development Fund (Fundo de Desenvolvimento do Nordeste, FDNE]
to carry out renewable energy projects in the region. Such an initia-
tive would stagger re-sources and contribute to the decentralization
of initiatives in the sector. Additionally, the same articulation model
could be used with BNDES to use the Climate Fund to the Renewable
Energy program.

107t is worth noting that international resources such as grants could be used to make this performance
by banks and development agencies feasible.
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Development
agencies and
state commercial
banks could be
protagonists in
carrying out these
actions, given
their capillarity
and proximity

to subnational
actors.

Another strategy for the diversification of renewable energy sources
and support for energy effi-ciency would be the use of economic and
non-refundable subsidies, with the allocation of re-sources so that
ISTs and companies carry out, in partnership, R&D activities in proj-
ects for the generation of new biofuels, energy efficiency gains and
better use of waste. In addition, resources from subsidies could be
used for companies to develop these technologies directly.

Finep, through the Rota 2030 - Mobility and Logistics program, could
support projects aimed at energy efficiency in the automotive sector.
The BNDES, with its Funtec program, could provide non-refundable
resources for R&D projects developed in partnership by ISTs and
companies, fo-cusing on these areas. In this sense, the BNDES and
Finep could strengthen the coordination of their financial instruments
with a view to contributing to scale local initiatives. Furthermore, they
could form partnerships with subnational institutions so that they
support MSME projects benefit-ing from subsidy and non-refundable
resources.

The NDFS could also provide technical assistance for the structuring
of projects, including PPPs, for wind farm projects and energy infra-
structure. In this sense, development banks could act joint-ly with
state commercial banks and development agencies, taking advan-
tage of the capillarity of the system, to mitigate risks and increase
the pool of bankable projects. In addition, the NDFS could expand
and strengthen technical and financial support to municipalities in
the structuring of building, public lighting, and distributed electrici-
ty generation projects. Development agencies and state commercial
banks could be protagonists in carrying out these actions, given their
capillarity and proximity to subnational actors.

It is worth noting the BNDES's participation in the structuring of PPP
projects for public lighting, articulating the public sector, new inves-
tors, and qualified operators. Initiatives similar to the online training
platform Enerflix'® could be developed in Brazil with the participa-
tion of NDFS institu-tions, in order to help Brazilian municipalities
increase efficiency in energy consumption. In addi-tion to replicat-
Ing experiences of credit lines to promote urban infrastructure, the

192 This refers to a partnership between the IDB, the iX-FUPAI-FAPEPE consortium and the Japanese
Special Fund to create a platform that offers free online training for the development of energy efficien-
cy and distributed generation projects, helping Brazilian municipalities in saving energy.

Plano de Desenvolvimento Sustentavel



NDFS could also group projects and package them in order to make
them more attractive to the domestic and inter-national market.

It is worth noting the importance of training in energy efficiency for
micro and small-sized enter-prises. Sebrae works on this issue by
offering training to minimize costs for MSMEs and promote emission
reductions. Thus, Sebrae, in partnership with development agencies
and credit unions, could advance the technical assistance in energy
efficiency agenda for MSMEs. Furthermore, the NDFS's role in pro-
moting sustainability by working with municipalities in urban ener-
gy efficiency projects should involve building partnerships in order
to exchange experiences, to leverage re-sources and expand urban
infrastructure projects in coordination with initiatives developed by
in-stitutions such as ICLEI, enhancing the results of supported proj-
ects.

Credit instruments for the segment need to be designed to mitigate
project risks. In this sense, it is worth highlighting the financing line
of Fomento Parana, aimed at micro and small-sized enter-prises,
for the purchase of energy generation equipment from renewable
sources or for the re-placement of lamps and equivalent equipment
to improve energy efficiency. Similar actions could be developed to
encourage the purchase and installation of micro and mini photovol-
taic, wind or biomass electric energy generation systems.

In parallel, special lines could be created to stimulate the financ-
ing of distributed microgeneration and minigeneration. The BNB's
“FNE Sol” for distributed mini and microgeneration of electricity, for
example, could be used by different sized enterprises and sectorial
performance, as well as by individuals. Another experience is Banco
do Brasil's credit line, with resources from the FCO, for the acquisi-
tion and installation of photovoltaic panels in homes. In addition to
replicating these experiences of credit lines, the NDFS could also
group projects together in order to make them more attractive to the
domestic and international market.

A discussion within this theme is the NDFS’s role in the carbon mar-
ket, which involves the dis-cussion on the regulation of this market
in Brazil (PL 528/2021).'% A possible alternative would be the cre-

193 The PMR (Partnership for Market Readiness) Brazil Project, coordinated by the Ministry of Economy
and the World Bank, assessed the inclusion of emissions pricing (via tax and/or carbon market) in the
package of instruments aimed at implementing the National Policy on Climate Change post-2020.
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ation of a voluntary market and, in a next step, its progression to
the regulated market. The first BNDES's operation in the voluntary
carbon market, scheduled for 2022, may contribute to advance this
instrument. In addition, the NDFS could create financing lines for the
purchase of carbon credits and funds, in order to foster the develop-
ment of the national carbon market, as well as promote the creation
of consortia, with a view to reducing the cost of small and medium
inves-tors and stimulate their entry into the market.

An alternative path would be the creation of a compulsory Brazil-
ian Emissions Trading System (SBCE]J, gradually implemented with
mechanisms to protect competitiveness and price stability. This path
seeks to increase the scale to meet environmental targets and, at
the same time, ensure competitiveness in the transition to a green
economy.

Collateral products would help mitigate the cost of credit and bank-
iIng system requirements. An example to be monitored is the Cred-
it Guarantee Program for Energy Efficiency - FGEnergia, scheduled
to be launched in February 2022. The program’s target audience is
MSMEs that seek funding to implement energy efficiency actions,
contributing to the reduction of emissions and increased productivity
and competitiveness. The program can be applied to cover BNDES
onlend-ing lines or lines owned by the accredited banking partner,
not consuming the limit of the partner bank at the institution. With
FGEnergia, banks will be able to allow for greater flexibility or even
waive the requirements for security interests from small and medi-
um-sized customers in financing aimed at energy efficiency actions.

Another instrument that development institutions could promote
would be the creation of energy efficiency indexes or the implemen-
tation of a maximum consumption, including to prioritize financ-ing
and direct demand.

On the topic of biofuels, the NDFS could promote research and tech-
nological development in the area, support the inclusion of biofuels as
green assets before the World Trade Organization, and work together
with cooperatives to advance the National Program for the Production
and Use of Biodiesel (especially as complement to the mission ecosys-
tem for the innovation in bioeconomy and for the Amazon).
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- determines that, as of 2030, cars and light utility ve-
hicles manufactured in Brazil or imported will use exclusively bio-
fuel, such as ethanol.

— advances in the development of the
hydrogen market in Brazil and its inclusion as one of the priority
topics for investments in research and innovation.

b. Expansion of access to water and waste management

The new legal framework for basic sanitation changed provisions of
seven laws that regulated the sector in the country and established
the target of 99% coverage of the population with access to the water
network, and of 90% sewage coverage by 2033, signaling an import-
ant transition in the institutional sanitation arrangement in Brazil. In
terms of financing, the performance of the NDFS institutions, both in
financing and in structuring projects, can contribute to increase the
volume of private resources and unlock investments in the sector. We
highlight the NDFS's capacity to be the driving force behind invest-
ments in water and sanitation due to its local expertise and strong
performance with municipal and state governments.

A possible alternative to enhance NDFS's role in this agenda would be
through the financing of a consortium of municipalities and region-
alized partnerships. An example that can be replicated and expanded
is the Municipalities BRDE Program, in which the bank works directly
in local development, enabling municipal administration projects -
notably in sanitation and urban mobility'%.

104 Between 2016 and 2020, R$827.1 million were disbursed, benefiting 136 municipalities in the South
Region, which correspond to the population of 7.16 million people. Of this total of supported municipal-
ities, 79% have a population of up to 50 thousand people, showing the importance of the program for
small municipalities.
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Itis important that the system expands its participation in public-pri-
vate partnerships for sustainable infrastructure projects, especial-
ly by training subnational development institutions so that they can
enhance their performance in urban infrastructure initiatives. Stim-
ulating training and technical assistance in structuring projects for
DFlsis fundamental, especially in view of the high participation of the
NDFS in financing municipalities and the limitations faced by them in
structuring projects.

Another line of action would be to adapt the financial products of the
DFls, directing them to infrastructure projects aiming at establishing
grace and amortization periods compatible with the cash flows and
life cycle of this type of project. One way to increase the participation
of DFls in this agenda would be through the structuring of guarantee
funds for states and municipalities to finance sustainable infrastruc-
ture projects.

c. Inclusive urban mobility

Urban mobility - with its associated goods and services - is of stra-
tegic importance in the sustainable cities and infrastructure agenda.
It is characterized by the generation of network economies and pos-
itive externalities such as social inclusion, improvement in the pop-
ulation’s quality of life, and direct or indirect reduction of pollutant
emissions.

The NDFS can provide technical and financial support to municipal-
ities in the preparation of multi-annual transport plans and invest-
ments in sustainable urban mobility. Guided by the National Urban
Mobility Policy, local urban mobility policies can combine instru-
ments to promote accessibility aimed at reducing energy consump-
tion, local and greenhouse gas emissions. NDFS institutions could
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access the Climate Fund to finance urban mobility projects aimed at
reducing emissions. This would, therefore, make it possible to stag-
ger direct and indirect operations of the Climate Fund. BRDE's ex-
perience in operating the Climate Fund with BNDES resources, for
example, could be replicated for other DFIs'™. Moreover, it would be
interesting to articulate institutions of different sizes of the NDFS
with a view of sharing experiences and deepening knowledge and
training in structuring projects for urban mobility.

Concerning the regulatory frameworks for the social and urban in-
frastructure, the NDFS could sensitize public managers about the
possibility of preparing normative instructions, laws and decrees in
order to connect public purchases with sustainability indicators and
encouraging low-emission mobility programs. One example is the
purchase of school buses by the Ministry of Education. This demand
could stimulate the production of electric vehicles, powered by biofu-
els or hybrids, if there were any conditionality linked to sustainability.
In the case of small municipalities, an alternative could be incorpo-
rating consortia for public purchases.

Finally, regarding coordination, medium-sized institutions of the
NDFS, state commercial banks and development agencies could
form partnerships to deepen experiences and advance in the struc-
turing of social and urban infrastructure projects, as well as in the
standardization of contracts, reducing administrative cost by sharing
best practices.

1% By having lower rates than those practiced in the market, Climate Fund (Fundo Clima, in Portuguese)
contributes to reducing the cost of capital of mobility investments for investors.
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8. HEALTH AS A DRIVING FORCE
FOR DEVELOPMENT

The Unified Health System (SUS) was established under the assumptions
of universality and integrality of access'®, being currently the only gua-
rantee of health services for % of the Brazilian population.



éé

The sustainability
of health systems
has been a
constant concern
of governments
and society,
mainly due to

the sharp growth
in costs as a
result of the
technological
advancements.

The national demand in health accounts for approximately 9% of
the Brazilian GDP, 10% of skilled workers, 30% of the national R&D
effort and the platforms of critical technologies for the future. The
sustainability of health systems has been a constant concern of gov-
ernments and society, mainly due to the sharp increase in costs as a
result of technological advances.

Itisin this context that the concept of the Health Economic-Industrial
Complex (CEIS]) was developed'”, in which healthcare sectors are all
interconnected, and the realization of social rights takes place with
the development of a productive, technological and innovation base
that works as its foundation, thus establishing an endogenous rela-
tionship between the social and economic dimensions of develop-
ment. Production in this sector converges into the highly articulated
productive space for the provision of health services, involving prima-
ry care, diagnosis and treatment, outpatient and hospital services,
which conditions the entire competitive and technological dynamics
of this sector.

It is essential to strengthen health information and surveillance sys-
tems through the digitization of the area, preventive actions, and
support for the improvement of health management. In addition to
contributing to the rationalization of expenses in the sector, since it
reduces the number of highly complex procedures that burden the
public budget, this approach is a fundamental contribution to reduc-
ing inequalities in healthcare, improving the quality of services pro-
vided, the expansion of infrastructure, and the adequate reposition-
ing of health equipment in the territory.

The mission Health as the driving force for development aims at
strengthening the demand and supply of healthcare in Brazil. The
challenge is to expand and improve health services while investing in
strengthening the Health Economic-Industrial Complex (CEIS]). The
improvement of health services requires the use of more and better
equipment, qualified personnel, hospital materials, and specialized
services. Investments in the health industrial complex - including
pharmaceutical and pharmochemical sectors, equipment and di-
verse machinery - can therefore contribute to accelerate the eco-
nomic growth (Figure 6).

1% The Art. 196 of the Federal Constitution establishes that "Health is the right of everyone and a re-
sponsibility of the State, guaranteed through social and economic policies aimed at reducing the risk
of disease and other aggravations and at universal and equal access to actions and services for its
promotion, protection and recovery”.

107 GADELHA, C. O complexo industrial da saude e a necessidade de um enfoque dindmico na economia
da salde. Ciéncia e saude coletiva, Rio de Janeiro, v. 8, n. 2, p. 521-535, 2003.
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Figure 6: Health as the driving force of development

MAIN CHALLENGE: Improve health services and foster
the Health Economic-Industrial Complex
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Source: Own preparation. Adapted from Mazzucato (2018)

The projects of mission health as the driving force for development,
still in the conceptual phase, offer ways to fulfill the mission. They are:

e Strengthening of production and innovation in the Health
Economic-Industrial Complex

e Improving health-related infrastructure

e Digitization and improvement of health management

a. Strengthening of production and innovation in the Health Eco-
nomic-Industrial Complex (CEIS)

The development of the Health Economic-Industrial Complex (CEIS)
and its associated sectors presents an enormous potential for gen-
erating high quality work, contributing to the strengthening of pro-
duction and the increase in productivity. In parallel, it would lead to
an increase in innovation and economic complexity in Brazil, contrib-
uting to the reduction of per capita emissions of greenhouse gases
and income inequality.
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CEIS comprises sectors of high economic complexity, such as the
production of drugs and specialized medical equipment (such as
respirators, which gained notoriety during the Covid-19 pandemic).
These sectors have a high potential for generating quality work (SDG
8) and are also highly related to scientific research and technological
innovation (SDG 9). Additionally, as they are highly complex sectors,
they also emit less greenhouse gases'® (SDG 13). The health com-
plex also moves sectors with less technological intensity, related to
the production of personal protective equipment (PPE], among other
inputs. In this sense, the NDFS could foster the demand for goods
from these sectors, contributing to generate new jobs, even if less
specialized, promoting an increase in formal employment and sup-
porting the reduction of income inequality (SDG 10).

Federal banks and Finep have a strategic role in providing credit lines
to strengthen the CEIS and expand local health services. Develop-
ment agencies and Sebrae would complement this network with
credit and training for companies of the CEIS. In partnership with re-
gional development banks, Sebrae could also support innovation for
the development of health technologies. Together, these institutions
would work to: (i) expand the financing of R&D projects; [ii) expand
credit for companies of the CEIS; (iii) promote training and manage-
ment of companies within the complex; and (iv) develop partnerships
with institutions already working in the healthcare sector. Each of the
strategies, relevant NDFS actors, examples of replicable initiatives
and international benchmarks are described in the following para-
graphs.

The NDFS plays a relevant role in this agenda, acting in technolo-
gies and R&D financing in health sectors (within the broad concept of
CEIS). This type of financing favors high-complexity industries, quali-
fying the supply of health products and generating a relevant promis-
ing impact on the levels and quality of work and national production.
The investment in new technologies brings Brazil closer to other
countries, generating the opportunities to attract investment from
abroad and a more qualified participation in Global Value Chains.

An important scope of the NDFS’s activities would be the develop-
ment, innovation and public procurement in health. Ensuring de-
mand is critical to the development of health products, especially in

%8 ROMERO; GRAMKOW, 2021.
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view of the high R&D investment associated with the development of
new drugs, healthcare devices, among others. Public procurement
of SUS is significant for the healthcare demand in Brazil. Therefore,
the integration between the actions of the different actors that make
up the NDFS is essential for a more resilient and innovative health
sector.

In order to illustrate said NDFS's coordination potential, it is possible
to think of an alignment between the public procurement of SUS and
Finep’s economic subsidy for the development of higher risk technol-
ogies and, in a second moment, BNDES'S credit for the production of
such technology. This combination of actors and instruments could
further enable the growth of the sector in Brazil, contributing to in-
creasing the capillarity of these actions.

Development agencies could also create or expand credit lines aimed
at companies in the Health Economic-Industrial Complex. Badesul
and Badesc already have credit lines for the health sector. They are,
therefore, instruments that can be improved and adopted by other
NDFS institutions, enhancing the assertive performance of the sys-
tem in strategic sectors of the health complex. Another possibility for
the NDFS to support the CEIS would be the creation of a credit guar-
antee fund aimed exclusively at companies in the sectors that make
up the complex. Different criteria could be established while taking
into consideration the level of complexity of the sector and/or the in-
tensity of the research and development involved in the process.

Regarding the expansion of credit for companies in the health indus-
trial complex, credit lines could be the focus for the modernization
of management via the adoption of ICT solutions. In this line, Se-
brae could play a key role in promoting management and training
improvements for companies in the health complex. As an example,
Sebrae, through the Health and welfare Sector Project in Amapa,
has supported micro and small-sized enterprises in the health and
welfare segment [medical services, medical and dental clinics, clin-
ical analysis laboratories, speech therapy and physiotherapy clinics,
aesthetics, nutrition clinics, pharmacies and gyms]) in management,
production, design and marketing.
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Finally, regarding developing partnerships with institutions that
are already active in the health sector, the mission of implement-
ing health as the driving force for development requires a network
of partnerships with multilateral development agencies, such as
the IDB, which has experience both in the design and evaluation as
well as in the implementation of programs for improving local health
management and public and private health equipment in the country.
The success of a project that seeks to strengthen the CEIS in Brazil
also depends on a greater interconnection between programs, in-
struments and technological supply and demand so that resources
are invested in activities with greater potential for generating produc-
tive spillovers, work and economic growth.

Partnerships with health research institutions in the country, espe-
cially Fiocruz, in addition to other foundations'” and public universi-
ties, would be essential for the design of specific programs focused
on the development of health products in Brazil. Moreover, cooper-
ation with public universities and federal technical centers would be
important for the design of technical and higher education training
strategies and programs aligned with the mission'™.

It is worth noting that the use of the State’s purchasing power com-
bined with a policy to strengthen the Health Economic-Industrial
Complex could have a significant impact on public and private invest-
ments in those sectors, contributing to the internalization of technol-
ogy and reducing the Brazilian health sector’'s external dependence
- a trend that have worsened with the Covid-19 pandemic. Public
policy initiatives, such as Partnerships for Productive Development
(PDPs), programs for Technological Orders in Health - ETECS and
Strategic Procurement, in addition to the Program for the Develop-
ment of the Health Industrial Complex [PROCIS), are examples of the
use of the purchasing power of the State, ensuring future demand
and strengthening production and innovation. An improvement on
the use of the government’s purchasing power could be the inclusion
of conditionalities related to sustainability. The importance of SUS's

%7 Instituto Butantan, Fundacao Ezequiel Dias, among other state and municipal research foundations.
0 The Agency for the Development of Primary Health Care (Agéncia de Desenvolvimento da Atencao
Primaéria a Saude) (Adaps), which operates nationwide on several fronts (from the organization of pri-
mary care services under the SUS to actions for the implementation of care and management technol-
ogies), can be an important actor in providing resources to strengthen the health economic-industrial
complex in the country and, along these lines, a potential partner for the NDFS institutions.

" In 2021, the country set an all-time record on dependence on imports in the Health Complex, reach-
ing US$ 20 billion. Source: CEE, Fiocruz.
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demand makes it have a significant impact on the strategic decisions
of companies in the sector, and can be used to stimulate new, more
sustainable forms of production.

The NDFS could use economic subsidy resources, non-refund-
able resources and equity for the interaction between companies
and ISTs, with modulation based on technological risk, allocating
subsidy and non-refundable resources to higher risk projects. The
same company could receive resources from different modalities
in different phases of the project. Furthermore, several NDFS in-
stitutions would have the capacity to manage innovation hubs fo-
cused on the development of health technologies. In turn, Finep
could provide economic subsidies and non-refundable resources
for health products in early stages of development that are able to
meet the SUS’s demand, especially products that over-burden the
health budget in Brazil, such as biological medicines.

a. Improving health-related infrastructure

The expansion of basic health infrastructure and the improvement
of the medium/high-complexity healthcare network is essential to
guarantee the integrality and universality of the health system, di-
rectly contributing to reduce inequality, in order to make cities and
communities more inclusive and to generate work. Financing for the
construction, expansion and restructuring of health equipment - in-
cluding hospitals and basic healthcare units - also works as a stim-
ulus to the demand for CEIS activities, favoring, in particular, sectors
of a higher economic complexity.

Like the IDB’s financing lines for the health sector, the NDFS could
develop more complex and comprehensive products to finance the
expansion and requalification of the country’s health equipment
through loans to states and municipalities. This would be an essential
contribution by the NDFS to Brazil's development, given the impact of
investment in health-related infrastructure on the expansion of the
system, on the demand for the CEIS sectors, and on the achievement
of SUS universality goals.
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Cases of NDFS performance

BNDES - It has financing lines for modernizing local health net-
works and for expanding and/or modernizing the physical struc-
ture of philanthropic non-profit health institutions that participate
iIn a complementary manner together with SUS, aiming at increas-
ing the capacity of provision of care and/or improving the quality of
health services.

BDMG - Acted in projects to finance health infrastructure and bio-
technology focused on the production of drugs.

The system could use resources from constitutional and regional de-
velopment funds (FCO, FNO and FNE] to expand health services in
these regions, aiming at reducing regional inequalities or at promot-
ing the modernization of financing lines for the public administra-
tion (PPP and PPI) of health infrastructure, with resources from the
BNDES and FEP-Caixa. It is worth noting that the possibilities shown
involve the mobilization of resources with long grace periods and a
long-term return on investment, directly affecting the feasibility of
the proposals.

b. Digitization and improvement of health management

Actions to improve health management, digitize services and
strengthen networks - especially through the use of information
and communication technologies - contribute to the achievement of
health targets (SDG 3), as well as to the development of the health
economic-industrial complex (SDG 9) and its associated sectors, and
to the improvement of public expenditure (SDG 16).
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In recent evaluations of its social financing strategy in Brazil, the
IDB has highlighted the following needs of the country: (i} the pri-
ority of reorganizing services into integrated networks with a focus
on strengthening primary health care, increasing the effectiveness
of prevention and treatment in a context of fiscal austerity; (ii] the
importance of patient care follow-up tools, especially the electronic
medical record, in order to reduce overlapping and efficiently reg-
ulate access to medium and high-complexity services; and [iii) the
importance of introducing recognized mechanisms to improve the
quality and cost-effectiveness of the service.

The NDFS could finance programs to digitize and improve health
management and information systems by disbursing resources from
the FNDCT for digital innovation in the health sector. Alternatively, it
could finance a connectivity infrastructure (including 5G) for small
and medium-sized enterprises who provide health services, in cities,
in the countryside and in remote access areas.

Cases of NDFS performance

BNDES - It has financing programs for the implementation of tech-
nological solutions for an integrated health care management, as
well as the procurement of IT equipment aimed at modernizing
local healthcare networks.

Banco do Brasil - It has financing programs aimed at strengthen-
ing the SUS. The municipal efficiency program, for example, sup-
ports projects for the improvement of health management''?.

12 Caixa Econémica Federal has similar programs.
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9. STRENGTHENING OF THE
NATIONAL DEVELOPMENT SYSTEM

In order to identify the main actions and proposals for strengthening the
NDFS, the ABDE Plan took into consideration the mapping, presented in
the previous section, of the system’s initiatives that are aligned with the
SDGs and/or that can be strengthened in order to enhance their contribu-

tion to the sustainable transition.




These missions open a window of opportunity for a transformative
contribution by the NDFS in areas that are essential to sustainable
development in Brazil. Nevertheless, the challenges to be faced by
the DFls on this journey are also substantial. It is, therefore, in this
context that the ABDE 2030 Plan establishes a set of proposals for
strengthening the NDFS - including actions that are internal and ex-
ternal to each DFI - aiming at helping institutions address challeng-
es that affect the ability to exercise their potentialities, limiting the
catalyst role that the NDFS may play in financing sustainable devel-
opment in the country.

In order to identify the main actions and proposals for strengthen-
ing the NDFS, the ABDE Plan took into consideration the mapping,
presented in the previous section, of the system’s initiatives that are
aligned with the SDGs and/or that can be strengthened in order to
enhance their contribution to the sustainable transition. In addi-
tion, the practice benefited from the contribution of experts from the
NDFS and other national and international partner institutions with a
strong connection with the NDFS and with the proposed missions to
advance the 2030 Agenda in Brazil.'”

|t is worth noting that the proposals for strengthening the NDFS were also developed based on
the results of ABDE's continuous work with the federal and subnational government, regulatory and
supervisory agencies, international organizations, among others, based on the NDFS’s needs and the
demands of its affiliates.
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The following sections are divided into six themes to describe the set
of actions and proposals for the strengthening of the NDFS. They are:
(i) dissemination of the NDFS's role: (ii) internalization of the SDGs in
the NDFS's institutional and regulatory frameworks; (iii) articulation
with strategic actors; (iv) adaptation of the institutional and regulato-
ry framework of the DFls; (v] funding sources; (vi] strengthening the
use of blended finance, guarantees and innovative instruments.

i. Dissemination of the role of the National Development System

One of the starting points in the transition to a more sustainable,
inclusive, and innovative development model, which contemplates
long-term structuring public policies, is the recognition of the rel-
evance of public financing mechanisms for sustaining and making
investments. The NDFS’s role in the main historical transformations
of the social, economic and technological structures reiterates its
capacity to act as an instrument for the implementation of public pol-
icies and for the financing of the sustainability agenda. Therefore,
transparency and dissemination of actions are crucial to justify the
performance of development institutions and to strengthen their in-
ternal and external structures, in order to carry out the series of in-
vestments expected for this agenda.

In this context, it is important to intensify the transparency and ac-
countability of the NDFS’s contribution to the development and ful-
fillment of the SDGs in Brazil. Communication is favored by the dis-
closure of data from the institutions and the exchange of experiences
between agents, since, having the results obtained by these institu-
tions, it can be thus identified progresses in the agenda and potential
challenges to be faced. To this end, it is necessary to strengthen the
monitoring of actions and ex-ante and ex-post evaluations of the fi-
nancing policies of these institutions, with the development of meth-
odologies for measuring intermediate and final results, so that the
entire credit process is monitored until it reaches its goals, thus al-
lowing the disclosure, dissemination and accountability of the results
to society.

To this end, NDFS institutions must invest in the development, im-
provement and implementation of impact analysis methodologies
and in the monitoring of their activities. Methodologies capable of
translating numbers or qualitative description of the evolution of cer-
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tain socioenvironmental contexts. Training of the institutions is an
essential step in order to enable the incorporation of these method-
ologies.

International experiences, such as that of the IDB, show the positive
relationship between monitoring, operation and management when
related to the SDGs. The IDB defines the expected contribution of each
project to the SDGs at the time of its approval. The bank also approves
a grant so that each project performs a randomized controlled trial'",
in order to account for the results and generate knowledge for future
initiatives. During implementation, the project’s contribution to the
SDGs is monitored by a robust set of indicators. These results feed ev-
erything from sector strategies to the Corporate Results Framework,
the highest-level tool for monitoring performance and the fulfillment
of the bank’s strategic goals.

In the NDFS, the creation of an accurate, standardized, quality
dashboard of information with disaggregated data can guide the
development of common tools and benchmarks for measuring the
system’s risk and impact through comparison. In this regard, two
actions coordinated by ABDE should be highlighted:

e NDFS Project and SDG (ABDE together with the United Nations
Development Program - UNDP): Develops the methodology for the
classification of the portfolio of DFls in the SDGs, aiming at identi-
fying the NDFS's contribution to the 2030 Agenda, generating es-
sential data and information on the alignment of the NDFS and the
prioritization of the SDGs in these institutions. Status: In progress.

e ABDE and UN Brazil Proposal: Proposal for the construction of
an information panel on the performance of the NDFS in the 2030
Agenda. This panel can contribute to the exchange of experiences
among the members of the system in order to internalize good
practices. It could also support the creation of awards, publica-
tions, events, among others, in order to promote the SDGs and oth-
er areas that the development policy contributes to, aiming at a
greater and better dissemination, internalization, monitoring, and
transparency of the 2030 Agenda in Brazil. Status: In negotiation.

" Randomized controlled trial (RCT) is a type of scientific experiment design aimed at reducing biases
when testing a new experimental treatment. Randomization minimizes selection bias, and the differ-
ent comparison groups allow researchers to determine any treatment effects when compared to the
no-treatment (control) group, while other variables are held constant.
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The relevance of
the NDFS’s role
in promoting the
SDGs in Brazil (...)
can have an even
greater impact

as the system
articulates

the governance
ecosystem (...)

a. Improvement of processes and digitization of DFls

The role of Information and Communication Technologies (ICT) in the
economy and in the resilience of the DFls is a key element for an
efficient performance of the institutions in the sustainable agenda.
For these institutions, strengthening data and information process-
Ing capabilities is crucial to reduce time, streamline processes, min-
imize costs, improve efficiency in operations, strengthen information
security, and reduce information asymmetries.

Despite all the technological transformation and modernization
process experienced by the Financial System in recent years, the
Covid-19 pandemic has accelerated the debate on the digitization
process in the country. In order to keep themselves going, compa-
nies needed to adapt their business to a new digital consumer. DFls,
especially banks, have not been left out of this adaptation. They had
to reinvent themselves, rapidly remodeling their processes in order
to find technological solutions to better meet the demand for credit
and financing.

The advent of the health crisis highlighted the importance of mapping
the digital skills of DFIs and the processes to be taken into consider-
ation in improving the digitization structure adopted by DFIs in Brazil,
emphasizing the need for knowledge about the potential for expand-
iIng the operating capacity of institutions, in particular, to meet the
demands of sustainable investment in Brazil. Thus, it is necessary to
stimulate digitization processes for the DFls that support their sys-
tems, mitigate risks, and enable new opportunities in operations.

The NDFS follows the trend of incorporating Al into its activities, rang-
iIng from apps to the use of personal assistants, enabling a personal-
ized service with all customer data available in databases. It should
be highlighted, in this agenda: Banco do Brasil, BNDES, and Basa.
The other institutions have also spared no effort to improve their pro-
cesses and incorporate innovations, such as Badesul's crowdfunding
platform and Goias Fomento's credit robot.
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Therefore, the NDFS's digital transformation is a priority. The pro-
gressive modernization of the system with new technologies tends
to bring improvements for both customers and financial institutions.
The solutions will allow more agility to credit granting processes, re-
ducing bureaucracy and information asymmetry, generating more
security, reliability, and transparency in the decision-making.

Considering the specifics of the system’s performance, there is
a need to better understand the alternatives to promote its digital
transformation, especially for development banks and development
agencies, which have limited budgetary resources to promote the
necessary investments in information technology. On the other hand,
these institutions find themselves having to adopt these new forms
for the provision of their services, including the massive use of tech-
nology, data analysis and digitization of procedures'®.

As a first step, it is recommended to carry out an international
benchmarking with institutions developing other development sys-
tems for (i) the mapping of the digital skills required in the process
of digital transformation of DFls; and [ii) the diagnosis of the pro-
cesses to be taken into consideration in the improvement of the
digitization structure adopted by DFls in Brazil, emphasizing the
need for knowledge about the potential for expanding the oper-
ating capacity of institutions, especially to meet the demands of
sustainable investment in Brazil.

An alternative, already adopted and which can be further explored, is
to contract technological solutions and fintechs to enable the prompt
provision and use of state-of-the-art technologies. However, the
DFls, most of which are government-held, due to public procurement
rules, face challenges in contracting technological solutions that
would allow them to increase efficiency. In this case, an alternative
could be to carry out joint contracting solutions, which can improve
the operational flow with a focus on fulfilling the SDGs.

15 Open Banking reinforces this need, since it is able to open a range of opportunities for the system,
from reducing information asymmetry, which allows a more qualified credit analysis, to the possibility
of accessing new markets and customers. However, the regulatory framework and the technological
infrastructure employed, which is very much directed to the performance of retail banks, still makes it
difficult to understand the advantages of this innovative process for subnational DFls.

ABDE2030 |5



It is therefore necessary to increase knowledge about digitization
processes in DFls that support their systems, mitigate risks, and
enable new opportunities in operations, given the lack of consol-
idated information on the maturity of digital transformation prac-
tices adopted by NDFS institutions. In this scenario, it is essential
to strengthen the monitoring and technical support instruments to
the DFls in this agenda.

Another relevant perspective is the challenge posed to the NDFS
to promote the digital inclusion of MSMEs. Access to technological
solutions allows companies to reduce costs and better control the
environmental and social impacts of their production/operations. For
instance, they can use platforms for environmental licensing man-
agement and sustainability management software to control green-
house gas emissions, energy, water, and waste. For this reason, ac-
celerating the process of digitization of MSMEs is a theme of high
relevance for the NDFS, given its strong role in supporting MSMEs.

Combinations between traditional mechanisms and new financial
instruments will be essential for the desired progress in the con-
tribution of the NDFS to the digitization of MSMEs. Structuring a
portfolio of financing instruments for each step of the digital inclu-
sion process, considering the hybrid use of instruments such as
grant, debt, tax subsidy, and others, would also increase the pos-
sibility of attracting private capital to connect to these structures
through blended finance arrangements.

For the progress of the agenda, there will be other challenges to be
faced, such as the training of entrepreneurs, in which Sebrae has an
essential role; clear and effective communication to the SMEs about
the sources and mechanisms for the access to financing; commer-
cialization of innovative services/products and the use of unique cri-
teria for project analysis by development institutions.
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ii. Internalization of the SDGs in the institutional frameworks of the
National Development Financial System

As shown in the initial part of the ABDE 2030 Plan, several develop-
ment institutions have made progress in the internalization of the
2030 Agenda in their institutional frameworks, however, there is still
a long way to go for the NDFS to exercise its full potential in contrib-
uting to the 2030 Agenda. There is room for a more balanced align-
ment of the strategic planning of the NDFS institutions with the SDGs
as their awareness of the 2030 Agenda increases. To this end, it is
first necessary to raise awareness among the senior management
of these institutions about the urgency of the 2030 Agenda, from the
Executive Board to the Board of Directors and shareholders. This is
because the State Companies Law (Law No. 13.330/2016, art. 23] pro-
vides that it is up to the board to approve annually: i) the Long-Term
Strategic Planning; ii) the analysis of risks and opportunities of the
strategy, for at least the next five years; and iii] the annual Business
Plan, with its goals and indicators.

The integration of language and objectives common to development
institutions in relation to the SDGs, as well as the opportunity for
institutional learning, through the exchange of experiences, can be
essential for the construction of shared agendas between DFls and
public policy managers, for guiding sustainable development poli-
cies, and for a coordinated and effective planning to achieve the tar-
gets. It is worth highlighting ABDE's SDG project in partnership with
GIZ and the Latin American Development Bank (CAF), which collabo-
rates with the prioritization and internalization of the SDG in the stra-
tegic actions of the DFIs, and which is an important initial effort in the
recognition and appropriation process of the agenda by the institu-
tions considering the characteristics of the system. The methodolo-
gy, in the experimental implementation phase in some institutions,
should be expanded to the other members of the NDFS in order to
create data and information standardization in the DFls, facilitating
the identification and evaluation of initiatives of the institutions in the
2030 Agenda. The initiative, currently in the pilot phase, contributes
to the consolidation of a broad and comprehensive view of the NDFS
alignment with the SDGs.
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Some actions can positively contribute to leverage the individual
and systemic potential of the NDFS to act in the financing of the
2030 Agenda targets, such as: (i) sensitization of the senior man-
agement; [ii) internalization of the SDGs in the Strategic Planning
of the NDFS institutions, with the inclusion of targets related to the
SDGs in the institutional performance indicators (KPIs); (iii) train-
ing of the technical staff on taxonomies; (iv) strengthening capa-
bilities for monitoring and evaluating indicators, including for the
measurement and management of cross-potential and spillover
effects across the SDGs; (v) fundraising and knowledge of interna-
tional benchmarks for the fulfillment of the SDGs; and (vi) carrying
out a diagnosis/mapping of the territories in which the DFls work
to identify bottlenecks and, consequently, local development pri-
orities; (vi) creation of incentives for an action aligned with the ful-
fillment of the SDGs within the scope of the workforce of the insti-
tutions of the system through qualification and training programs.

The relevance of the NDFS's role in promoting the SDGs in Brazil -
financing public policies, acting in an anti-cyclical way, developing
strategic sectors, financing long-term projects, contributing to the
structuring of projects, and inducing the formulation of policies for
the development of the country - can have an even greater impact as
the system articulates the governance, financing, public policy and
monitoring ecosystem of the SDGs in the country.

The creation of a robust system for monitoring the goals and in-
dicators of the 2030 Agenda could have a positive impact on the
performance of the NDFS in the SDGs, contributing to the identifi-
cation of financing priorities by the actors of the system.
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There is room
to strengthen
the articulation
of investments
by NDFS
institutions with
the multiannual
planning of the
Union, states and
municipalities
and those with
the SDGs.

iii. Articulation with strategic actors

There is room to strengthen the articulation of investments by the
NDFS institutions with the multiannual planning of the Federal Gov-
ernment, states and municipalities, and those with the SDGs, as
recommended by the Addis Ababa Action Agenda. This alignment
would increase the NDFS's capacity to act jointly, interacting with
other public and private entities based on a coordinated strategy that
supports public policies and the 2030 Agenda based on the missions
listed herein. Furthermore, the Addis Ababa Action Agenda recom-
mends that all countries maintain a “cohesive, nationally appropriate
sustainable development strategies supported by Integrated Nation-
al Financing Frameworks (INFF)"". In the case of Brazil, the NDFS
can support the development of an INFF that will direct financing to
sustainable development projects and promote the 2030 Agenda in
the country.

Some international experiences illustrate this role of articulation be-
tween public development institutions with strategic actors from dif-
ferent spheres, aiming at the financing to sustainability. The German
development bank KfW, for example, has aligned its mission with the
German sustainable development strategy, including core messages
of the 2030 Agenda. KfW also prioritizes the construction of econom-
ically and socially inclusive infrastructure, the development of effi-
cient financial sectors, and the implementation of measures for envi-
ronmental and climate protection and adaptation to climate change,
as well as programs for the preservation of natural resources. KfW
Is a pioneer among development institutions with its disbursement
mapping targeted at each SDG.

Another example, in Mexico, is the Unidad de Banca de Desarrollo
de México (UBDJ, a network of public financial institutions for de-
velopment under the management of the Secretariat of Finance and
Public Credit, which is responsible for promoting, directing and co-
ordinating the policy of financing of the entities that make up Mex-
ico’s national development system. The UBD is responsible for the
budgetary, administrative and operational matters of the member
institutions, and its actions are aligned with the goals of Mexico's
National Development Plan.

"¢ INFF is a tool to assist countries strengthen planning processes and overcome impediments to the
financing for sustainable development and the SDGs at the national level. It sets out the full range of
financing sources - domestic and international sources of public and private financing - and allows
countries to develop a strategy to increase investments, manage risks, and achieve sustainable devel-
opment priorities as identified in their national development strategy. For more details, see: https://inff.

org/about.
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Indonesia, on the other hand, was the first country to develop an INFF,
and so financing strategies were articulated to support the country’s
medium-term development plan and the SDG action plan; monitor-
ing frameworks are in place to track progress towards the nation-
al vision of sustainable development; and institutional mechanisms
were put in place to coordinate the delivery of the medium-term de-
velopment plan and the SDG action plan. The SDG Financing Center
of Indonesia’s Ministry of Planning (BAPPENAS], leader in the imple-
mentation of the SDGs, will be the focal point for the implementation
of the INFF in the country. The center’s role will be that of conven-
ing, coordinating and harmonizing policies, and it will articulate with
ministries and actors responsible for the financing policies in order
to build a holistic approach to the financing for sustainable devel-
opment, develop innovative financing products, and mobilize private
Investments.

A relevant step towards the construction of a governance system
for the SDGs in Brazil is the approval of PL 1308/2021, which es-
tablishes the Policy for the Promotion of the 2030 Agenda for Sus-
tainable Development, and the articulation of this policy with an
INFF that will establish a clear role for the NDFS in financing and
monitoring the 2030 Agenda.

In parallel with the construction of a governance system, the ABDE
2030 Plan can help each NDFS institution develop a transition plan
for a sustainable economy in line with the NDFS's potential in this
agenda, and suited to their local performance realities and maturi-
ty, combining public, private and international resources to carry out
the missions proposed in the previous chapter. The ABDE 2030 Plan
seeks to contribute to the coordination of NDFS initiatives, support
DFlIs in the development of their transition plans, articulate national
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and international partnerships for the execution of these plans, and
support the strategic alignment of the NDFS with the new admin-
istration - including for the formulation of national strategies and
public policies, as well as the agreement of specific indicators for
strategic sectors.

It is possible to organize, as consortium, the cooperation between
NDFS institutions and other institutional actors, strengthening the
governance process and contributing to the progress of the agen-
da. Sebrae, Senai, Senac, trade associations and others can be in-
strumental partners in fundraising and structuring projects and in
associating non-financial services with credit services provided by
DFls, increasing their attractiveness and reducing their risk. These
institutions, and possibly others, including specially-selected pri-
vate companies, can greatly contribute to a better quality of projects,
sometimes still limited - notably in the priority themes of action of
the DFIs in the 2030 Agenda.

In summary, the following are important actions for the articula-
tion of strategic actors: i) the coordination of transition plans; (i)
support for the creation of a Policy for the Promotion of the 2030
Agenda for Sustainable Development (PL 1308/2021) with a clear
role for the NDFS in financing and monitoring the 2030 Agenda; (iii)
creation of an integrated national financing framework (INFF); and
(iv] monitoring the ABDE 2030 Plan, which could be led by a sus-
tainable development commission within the scope of a National
Development Financial System for sustainable transition.

iv. Adaptation of the institutional and regulatory framework of the
DFls

The purpose of adapting the regulatory framework for DFls is to re-
view the regulation to which NDFS institutions are subject, seeking
to address their specificities in the credit market and their systemic
importance for the resilience of the National Financial System. The
performance of the DFls as an arm of public policy in sustainable
development for the feasibility of the 2030 Agenda will demand the
identification of paths that involve an expansion of their possibilities
from the regulatory perspective, so that they play a differentiated and
appropriate role in the current context.
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On the sustainability agenda, the BC# Agenda of the Central Bank
of Brazil has contributed to the progress of the NDFS's sustainability
commitments by improving the regulation of socioenvironmental'”
risks and the dissemination of information by DFIs."® Also notewor-
thy are initiatives such as stress tests for climate risks, capturing
information on social, environmental and climate risks, creating a
sustainable liquidity line, and including sustainability criteria for the
selection of counterparties in the management of international re-
serves and for investment selection.

There is a need to reinforce the institutionalization of a national tax-
onomy for sustainability, in order to generate security for the actors
involved in projects of this nature. Several taxonomies are under de-
velopment in the country and the consolidation and standardization
in the legislation format would undoubtedly be an institutional prog-
ress. The NDFS could mobilize the actors to discuss the matter, ar-
ticulating the construction of a proposal with the Executive and Leg-
islative Powers. The Financial Innovation Laboratory (LAB], an ABDE
project developed in the last five years in partnership with the IDB,
the Securities and Exchange Commission (CVM] and the GIZ, has
been discussing the matter with the various actors that are members
of the initiative, including the mapping of international taxonomies
already adopted.

An alternative would be to create incentives for a differentiated treat-
ment for socioenvironmental and climate risk management. This
could happen, for example, through the flexibilization, by the Central
Bank, of capital requirements for long-term assets associated with
the 2030 Agenda. Furthermore, a system of positive ratings - risk
reducers - could be created for projects associated with the SDGs for
long-term resources.

The NDFS is a privileged actor for this role, since it has instruments
to raise funds for a longer period than the private market, it has a
mandate that legitimizes it in this role, and it can rely on federal in-
struments for mitigation and sharing of risks, in addition to being
able to act as a catalytic agent and beacon of promising projects for

"7 Pyblic Consultation 85/2021; CMN Resolutions 4.943, 4.944 and 4.945
18 Public Consultation No. 86/2021; BCB Resolution No. 139/2021; BCB Normative Instruction No.
153/2021
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the market. More importantly, by funding a long-term climate pos-
itive agenda, the NDFS will effectively be contributing to reducing
systemic risk as it acts as to reduce the likelihood (or reduce the
economic and social consequences] of the accelerating extreme
weather events.

However, the regulations currently in force restrict subnational in-
stitutions, especially development agencies, in the development and
use of innovative financial instruments that are compatible with the
sustainability challenge that has been pointed out by recent BCB
standards. The commitment to the 2030 Agenda requires, at this
point, an in-depth analysis of the National Monetary Council Reso-
lutions No. 2828 (Development Agencies) and No. 394 (Development
Banks), as well as concrete proposals for changes so that these in-
stitutions can fulfill their mandates and all the possibilities pointed
out in this ABDE 2030 Plan and in the missions listed above.

PL 4691/2016 creates a special taxation regime for development
banks and development agencies controlled by the states and
should be supported by the NDFS. The PLs provisions could be
reformulated to create mechanisms that link tax incentives to the
promotion of sustainable projects that meet the SDG targets. The
retention of a percentage of the resources to be paid from IR (In-
come Tax) and CSLL (Social Contribution on Net Income), for ex-
ample, would be linked to the allocation to the financing of sus-
tainable projects, linked to specific SDGs, according to the need
for development of the region or even for SDGs prioritized by the
Policy for the Promotion of the 2030 Agenda for Sustainable De-
velopment (PL 1308/21), if the project is approved, or by a specific
policy to be created.

v. Funding sources

The funding of the NDFS institutions is an essential aspect for the
success of the system’s performance in the sustainable develop-
ment agenda. The NDFS institutions need to have strong balance
sheets and funding sources that are not tied to cyclical elements in
order to fulfill their role quickly, efficiently, and effectively. For this, it
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Is important to have diversification of funding sources, which has as
a starting point a greater integration with BNDES and Finep so that
subnational institutions can contribute with financing, for example,
to micro and small-sized enterprises.

Nevertheless, diversification may involve access to non-refundable
resources for priority actions, incentives to new funding and financ-
ing methods, mobilization of resources from the national and inter-
national private sector, and enabling private investments. Further-
more, it would also be possible to create an self-regulation system
for SDGs for the NDFS, indicating minimum criteria for adaptation
by all institutions, and which can contribute to better integration and
synergy among the NDFS institutions.

A complementary action to the expansion of the national funding
possibilities would be the expansion of fundraising from internation-
al and multilateral funds and banks. To this end, it is essential to
increase and deepen the System’s knowledge of and access to these
funds and international banks, especially the development agencies.
On the other hand, it is important that international institutions also
propose differentiated criteria for the provision of resources compat-
ible with the specificities of the institutions and the places in which
they operate.

One proposal would be to change article 2 of CMN Resolution No.
2828 as to allow development agencies to raise funds with inter-
national financial institutions and guarantee such operations via
multilateral development organizations. Resolution 2828 can also
be amended, aiming at strengthening international funding, by al-
lowing the issuance of letters of credits, green and social bonds,
and sustainable bonds. Such measure would have a positive effect
on the access of these institutions to resources, as well as help re-
duce investment risk and attract private sector resources to proj-
ectsin line with the SDGs. In addition, the Central Bank could clas-
sify development agencies at different levels, so that some of them
would be able to issue letters of credit and sustainable bonds.
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The creation of innovative partnerships, with unionized financing or
a consortium of DFIs around specific SDGs, which allow the consor-
tium institutions to carry out matchings based on policy portfolios with
different inputs from public bodies, would scale up smaller DFls to ac-
cess funding sources inside and outside Brazil, in addition to capillarity
in the financing of larger DFls. Thus, strengthening the coordination of
the NDFS becomes very important, as it enables enhancing the reach
and impact of financed projects. This new method of fundraising could
be inspired by the partnership between Banco da Amazonia, the State
Government of Roraima, and Desenvolve Roraima, for channeling re-
sources from the Constitutional Financing Fund of the North (Fundo
Constitucional de Financiamento do Norte, FNO).

The creation of a national fund to promote the SDGs, with contri-
butions from the federal government, states, municipalities, mul-
tilateral organizations, and the private sector, could be a public
policy alternative to provide resources for the achievement of sus-
tainable targets. This fund could be created as per specific legis-
lation, or even introduced in PL 1308/2021'"7. Tax incentive mech-
anisms could be tied in as revenue sources for the fund. It should
be managed by an official institution (for instance, BNDES) and
the onlending of its resources would be under the management of
development financial institutions, ensuring that the goals deter-
mined for their application would be fulfilled per region, creating
conditions for development in all parts of the country.

It is also worth highlighting the importance of maintaining the Con-
stitutional Funds (FNO, FNE, FCO, and FNDCT) as sources of sta-
ble funding for the long-term financing of public investments, to the
production sector and families, contributing to the reduction of re-
gional inequalities, especially by leveraging sustainable projects in
the North, Northeast, and Midwest regions. Over the last few years,
these funds have brought a significant return to Brazilian society, and
they are crucial instruments for the country’'s economic development.

" Provides for the creation of a Policy for the Promotion of the 2030 Agenda for Sustainable Develop-
ment.
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Given the magnitude of the applied resources, the space required for
such action, and the nature of its public policy, the funds are essen-
tial to guarantee financing initiatives for an economic recovery, alle-
viating the fiscal crisis, and promoting regional development.

The creation of a coordination for the integrated performance be-
tween the managing banks of the funds and the subnational develop-
ment financial institutions acting in the regions supported by them,
with the definition of specific programs, goals and targets focused on
the SDGs, could enhance opportunities, even contributing to attract-
ing and channeling external resources to meet regional needs.

Law No. 14.227/2021 expanded the use of the Infrastructure Guar-
antee Fund (Fundo Garantidor de Infraestrutura) (FGIE), allowing the
fund to enable the structuring and development of concession proj-
ectsand public-private partnerships of the federal, state, Federal Dis-
trict, and municipal governments, with a focus on the North, North-
east, and Midwest regions. The FGIE is established as an important
funding source, providing a great possibility of its use by subnational
institutions. The NDFS could use the FGIE to make the structuring
and development of concessions and PPP projects feasible; grant
guarantees aimed at covering for the risks related to non-compli-
ance with pecuniary obligations undertaken by the public partner in
PPPs; and allow participation in investment funds regulated by the
CVM, in the form of seed funding.

Other models could be structured, such as, for example, having a fi-
nancing institution and another that complements the operation with
non-refundable resources.'?? Moreover, development agencies could
receive, analyze, and filter the projects, and pass the demand on to
the larger banks (the role of representative agent). They would thus
be a type of platform for the larger banks to promote development in
the states.

20 For example, BNDES could act as the backer for the bancarized part, while Finep would provide the
grant. Instead of BNDES requiring a guarantee, the bank would only require a pre-approval from Finep
to grant the financing.
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vi. Strengthening the use of blended finance, guarantees, and inno-
vative instruments

With the need to strengthen funding sources for the NDFS and in view
of the volume of resources needed to finance the SDGs, strategies
that allow the joint action of public and private agents gain momen-
tum to increase the availability of resources for sustainable develop-
ment projects. In this sense, blended finance is gaining strength, that
Is, hybrid financing structures that can combine various instruments,
such as subordinated capital (debt, equity, or hybrid), guarantees and
insurance, grants for supporting projects, payment for results, and
technical assistance. DFIs are important actors in blended finance,
aimed at the strategic use of public resources and mobilization of
private resources for the sustainable agenda.

The use of blended finance is not about obtaining more resources for
development institutions, but about creating the capacity to mobilize
resources in favor of sustainable development projects. The use of
blended finance also addresses an important aspect related to sus-
tainable impact projects: risks. This is especially evident in the case
of long-term projects, where the sharing of risks between public and
private institutions leads to better balancing risks in their portfolios
and thus allowing to carry out a greater number of investment proj-
ects, as well as bolder and more innovative projects.
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The use of blended finance is still incipient in the country, as seen
in the OECD report on the role of DFls in sustainable development
with emphasis on the case of Brazil'?!, but it has been increasingly
explored by DFls and, therefore, should be part of the strategies for
strengthening funding sources for the 2030 Agenda. In the case of
Brazil, the report pointed out that most of the resources mobilized
through these structures are still channeled mainly to the energy,
banking and services sectors, therefore, it is essential to expand
them to all sustainable targets.'?

In turn, guarantee products are instruments to support productive de-
velopment'?. They have the potential to develop financial markets in
the sense of broadening their scope (inclusion and amount of compa-
nies served), financial additionality [volume and improvement of credit
conditions), and economic additionality (benefits to the economy, such
as employment, investment, exports). The World Bank states, as one
of the principles for credit guarantee systems, that the approach for
granting guarantees “should adequately show a balance between out-
reach, additionality and financial sustainability, taking into account the
level of development of the country’s financial sector” (TCU, 2021).

The guarantee funds, which are an important mechanism in Brazil,
enable public and private participation and can be directed to a stron-
ger action around the goals of the 2030 Agenda. National guaran-
tee funds are managed by public institutions, but set up as a private
entity, that is, with a separate budget from these institutions. The
Investment Guarantee Fund (Fundo Garantidor de Investimentos),
managed by the BNDES, also receives contributions from financial
institutions as a condition for using the fund, acting as sharehold-
ers. There is also a relevant number of state guarantee funds (fun-
dos de aval]', managed by subnational institutions of the NDFS, in
which the state governments contribute resources and the DFls act
as trustees. Thus, the states assume the risk, while the bank is re-
sponsible for the management.

121 According to the OECD report “The role of domestic DFls in using blended finance for sustainable
development and climate action: The case of Brazil.” Available at: https://www.oecd.org/dac/financ-
ing-sustainable-development/blended-finance-principles/

122 0ECD "The role of domestic DFIs in using blended finance for sustainable development and climate
action: The case of Brazil.” Available at: https://www.oecd.org/dac/financing-sustainable-development/
blended-finance-principles/

123 Abroad, the actual GDP of some regions of Germany increased by around 1.2 euros for every euro
allocated to guarantees, each year between 1991-2015 (HENNECKE et al., 2017). Efficiency studies
carried out within the scope of the European Association of Guarantee Institutions (AECM), in the 2009-
2010 biennium, showed that companies supported by guarantee funds generated more work (between
0.28 and 1.42) and observed an increase in 14.4% in employment and a 79% growth in investments in
relation to unsupported companies (AECM 2020).

12 Banese (Guarantee Fund), Bansicred (FGCoop), Bancoob (FGCoop), Cresol (Guarantee Fund of Cred-
it Cooperatives - FGCoop), Bandes (Bandes Guarantee Fund), BRDE (ACATE Guarantee Fund (FGA),
Fomento PR (Guarantee Fund for Micro and Small-sized Enterprises of Parand - FAG/PRJ, Fomento
Tocantins (Guarantee Fund for PPls - FAGE - Tocantins), Fomento MT (Guarantee Fund of Mato Grosso
MT Garante), Desenvolve SP (Guarantee Fund - FDA), Badesc (Guarantee Fund of the State of Santa
Catarina - FAE/SC), BDMG (MG Investe Garantidor).
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The guarantees illustrate the combination of NDFS leadership and
private resources for financing. Furthermore, the data on operations
with national guarantee funds show great adherence by private fi-
nancial institutions to the mechanism, which is, therefore, a positive
indicator for the engagement of actors in the context of sustainable
transition. During the Covid-19 pandemic, such mechanism, which
was already widely used by national financial institutions, gained
prominence.

The emergency support programs for MSME financing, such as the
FGI PEAC and the FGO Pronampe, work as a risk sharing mechanism
between the federal government and public and private financial
institutions in credit operations for MSMEs. It is also worth noting
FAMPE, Sebrae’s guarantee fund, which has great potential, such as,
for example, the proposal to set up a guarantee fund in partnership
with Finep for innovation. It would be the first guarantee fund with
such focus in the country. For its use in projects in line with the 2030
Agenda, it is important to address the opportunities and especially
the challenges observed in the use of the mechanism in this context,
given the specificities of sustainable projects.

An important measure in the current context would be, in the first
place, the creation of a guarantee fund for the SDGs, with well-de-
fined criteria for granting credit aligned to the achievement of sus-
tainable results and prioritization of sectors, helping leverage re-
sources for this agenda.

The guarantees can increase the risk appetite of private financial insti-
tutions for socioenvironmental projects, especially for innovative ones,
which have the purpose of creating more sustainable alternatives and
increasing productivity in the context of this agenda, which therefore
are riskier, thus being an important element in the fulfillment of the
established targets. As such, the government could structure guaran-
tee funds focused on meeting the presented missions.
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In order to enable the use of such instrument in the context of the
SDGs and for the mechanism to work in the long term, it is necessary
to address some challenges. The first one is due to the resources to
be contributed to the fund, which needs to be in a large volume. The
contributions can be driven by the public initiative, which has a great-
er risk appetite in development projects, but it is essential to study
the complementing possibilities with contributions from private and
international institutions in order to accommodate the volume of in-
vestments estimated by the agenda. In addition, the conditions for
the use of guarantee funds by financial institutions need to consider
the specificities of subnational institutions, precisely because they
are closer to the side of demand, therefore, have a greater capacity
to meet sustainable investments at the local level.

Among the alternatives for the use of such instrument, one can
think of adapting the use of national and subnational guarantee
funds already established to the SDG criteria, which would require
training on and internalization of the agenda in institutions and in
the government and society spheres. Still, in terms of structure,
it can be used the example of public guarantee programs with
contributions from the Federal Government to build a guarantee
mechanism that is part of a broad strategy of national public policy
for the sustainable agenda.

Other examples that should be considered are Solidarity Guarantee
Funds and Credit Guarantee Companies, and hybrid guarantee funds,
with contribution from the states that allow the attraction of resourc-
es from shareholders to make up the net equity and with well-de-
fined SDG granting criteria.

It is also possible to think about the creation of vertical guarantee
funds to stimulate the industrialization of MSMEs and energy tran-
sition, in addition to the creation of a guarantee fund reinsurance
market - as already made possible by the National Credit Guarantee
System'?, in light of the experience of the BNDES - that would al-
low reshaping the risk in order to give more space to non-tradition-
al borrowers such as fintechs, small rural producers, and MSMEs
led by women and black people. The mapping of initiatives in Brazil
and abroad is a crucial factor to articulate proposals for an adequate
structuring and use of the mechanism by the entire financial system
in favor of strengthening the 2030 Agenda.

1% |nstituted by Decree No. 10.780/2021, pursuant to the provisions of art. 60-A of Supplementary Law
No. 123/2006)
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In the case of public-private partnerships with inclusion of SDG cri-
teria, the role of the NDFS can be essential, acting as: (i) investor,
through direct or indirect equity participation via investment funds;
(ii) backer, through the granting of bridge loans to concessionaires
or mini-perm structures; (iii) guarantor, by protecting the conces-
sionaire’'s contract against exchange variation and hedging of inter-
est rates applicable to the financing taken by the concessionaires; [iv)
capital market developer, via bond issuance through state develop-
ment agencies and development banks; (v] provider of additional and
subordinated long-term financing, e.qg. if the PPP does not generate
sufficient cash to pay the debt service and/or provide the minimum
level of services, or if additional funds are needed during implemen-
tation.

In the case of Law No. 14.227/2021, the NDFS could use the fund
to make the structuring and development of concessions and PPP
projects feasible; granting guarantees aimed at covering for the risks
related to noncompliance with pecuniary obligations undertaken by
the public partner in PPPs; and allowing participation in investment
funds regulated by the CVM, in the form of seed funding.

The DFIs could also act as structuring actors, with sufficiently small
financing to generate confidence and attract private capital, or as
enhancing actors, by granting guarantees for company issues or by
providing guarantees to small banks that want to take financing for
themselves. In addition, the NDFS can act as to support the structur-
ing of a pipeline of projects, in particular for smaller municipalities.
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Legislative follow-up: bills of interest to the NDFS regarding PPPs

PL No. 7063/2017 - amends Law No. 11.079/2004 to reduce the
minimum value of public-private partnership contracts entered
into by the states, Federal District and municipalities.

PEC No. 119/2019 - sets forth, over a fifteen-year period, that 1%
(of the 3% estimated) of the constitutional funds of the Northeast,
North and Midwest (FNE, FNO and FCO) shall be earmarked for
public investments in logistical infrastructure for rail, road and
waterway transport, as well as power generation and transmis-
sion. PEC No. 119/2019 also authorizes other financial institutions,
credit unions, and state development agencies to grant loans with
resources from the constitutional funds.

The development of the green and sustainable bond market contrib-
utes to the mobilization of national and international private agents
towards sustainable investments. This is because green bonds pro-
vide greater transparency in the use of resources and the rigorous
eligibility of projects are positive points pointed out by investors, thus
being extremely important for attracting national and international
capital for sustainable projects. Here, we highlight infrastructure
debentures as a fundraising opportunity for companies and projects
that meet the SDG criteria.
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