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ABSTRACT

Successfully achieving a low-carbon transition in the transport sector requires an understanding of the lending
logics of the financial institutions in order to identify the financing directionality and gaps. However, in the
transportation literature, there is a lack of attention on the relationship between financing sources and the di-
rection of innovation. The present study seeks to address this by mapping the flow of finance from financial
institutions to transport projects. Our dataset consists of 9 transport projects included in the Philippines’ Na-
tionally Determined Contribution (NDC). We consider different types of projects (rail development, bus rapid
transit implementation, jeepney modernization) and various financial actors (multi-lateral banks, private and
government banks). Through an analysis of loan portfolio composition and interview data, we uncover the
underlying logics of each financial institution in lending to transport projects. Our findings suggest that the
lending logics of many financial institutions is primarily driven by portfolio and borrower credit-worthiness
considerations, and less by motivations concerning sustainability transition. As a result, with respect to the
average, some transport projects are over-financed (e.g. rail development), while others — which have a high
potential to accelerate decarbonization — are under-financed (e.g. jeepney modernization). All these have pro-
found implications for the directionality of low-carbon transition. Deeper engagement of transition research with
finance is a nascent field, and the current research contributes to the literature not only by presenting a
comprehensive mapping of several financing sources and projects, but also of proposing three credit enhance-
ment mechanisms to mobilize capital for under-financed projects.

1. Introduction

transition’ (Kohler et al, 2019).
One of the major concerns in promoting low-carbon transition is how

In recent years, several megacities in the developing countries in Asia
have seen rapid economic growth, bringing with it challenges such as
increased carbon footprint. To maintain or even accelerate such a
growth, while at the same time mitigating climate change, investing in
“low-carbon, climate-resilient” (LCR) infrastructures in the transport,
power, telecommunications, water supply and sanitation sectors may be
justified (Meltzer, 2016). This investment may address the so-called
“infrastructure gap” in the region (Yoshino et al, 2018; Ra and Li,
2018). However, this is not simply a matter of building green in-
frastructures in addition to the existing high-carbon infrastructures, but
of reconfiguring urban infrastructures towards low-carbon regimes (e.g.
Bulkeley et al,2014) - what some scholars call a ‘sustainability
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to obtain enough financing. There is a deficit between the current in-
vestment levels and the amount of financing needed for the transition
(Hall et al, 2018). It is estimated that, in Asia, infrastructural develop-
ment requires an investment worth USD $26 trillion from 2016 to 2030.
Currently, however, the region only invests an estimated $881 billion in
infrastructure each year. This infrastructure financing deficit is equiv-
alent to as much as 5% of gross domestic product in some Asian coun-
tries (Abiad et al, 2019; Ra and Li, 2018). Of all the sectors, transport,
which needs $8.4 trillion worth of investment, has the biggest financing
gap. To close the infrastructure gap as well as meet climate change
commitments, capital allocation to low-carbon transition investments is
urged (Hall et al, 2018).
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Fig. 2. Rail networks comprise the bulk of transport infrastructure projects being pursued by the national government. Many of these rail projects are part of the NDC

submission by the Philippines. Source: Department of Transportation.
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Fig. 3. Data collection and analysis.

bank s mainstream corporate program (Respondents PB1-PB3). Despite
recent developments related to the so-called “greening of the banks”, it
seems this has not influenced much the bank lending logics (Sunio et al,
2021). In our interview with the representatives of private banks (Re-
spondents PB1-PB3), we find that their lending logics is dominated by
credit frameworks grounded on evaluating the risk-return profiles of the
projects (c.f. Polzin et al, 2019). Because of the unattractive risks and
return associated with lending to jeepney transport cooperatives, deals
originating from them are often not bankable for most private banks. In
other words, lending to jeepney cooperatives is perceived as a risky deal
that no private bank is willing to take at this point.

As aresult, financing for jeepney modernization remains inadequate,
which hampers the project’s complete and large-scale roll-out. Without
the needed financing, the roll-out of the project remains to be at snail’s
pace. The financing gap is regrettable, since the jeepney modernization, if
implemented successfully, has a big potential for GHG emission reduction
(calculated to be 2.91% in 2030 and 2.75% in 2040, relative to the business-
as-usual scenario). Unlike most of the transport projects in the NDC,

which are pursued to address primarily the infrastructure gap, the
implementation of PUVMP is driven for the most part by sustainability
considerations, i.e. replacement of old, polluting vehicles with climate-
friendly transport (Romero, 2017; Mettke et al, 2016).

5.3. Schemes to address the financing gap for low-carbon transition of
jeepney paratransit

Given the low capital mobilization for jeepney modernization, we



