
1

Just energy 
transitions in  

developing countries
Experience from  
JETP initiatives



02

Citation: International Network of Energy Transition Think Tanks (INETTT) (2025): Just energy transition 
finance in developing countries. Experience from JETP initiatives.

Publication number: 001/01-2025

About INETTT
The International Network of Energy Transition Think Tanks 
(INETTT) is a global network of independent think tanks 
working to advance energy transitions at the national and 
international level towards climate neutrality by mid-century. 
The network provides a platform for collective action and 
knowledge-sharing, drawing on the expertise of its diverse 
members, stimulating learning on energy transitions and 
engaging with policymakers, industry representatives and 
civil society stakeholders to increase ambition and impact.  
https://www.inettt.org/

Address
International Network of Energy Transition Think Tanks (INETTT) 
Anna-Louisa-Karsch-Straße 2 
10178 Berlin | Germany 
https://www.inettt.org/

Authors
This publication was written by Laura El-Katiri under the direction of Rabia Ferroukhi (both INETTT Secretariat), 
in consultation with INETTT members.

Acknowledgements
We extend our sincere gratitude to Deon Arinaldo (Institute for Essential Service Reforms, IESR), Karin 
Kritzinger (Agora Energiewende), Tracey Ledger (Public Affairs Research Institute, PARI), Jack Radmore 
(GreenCape), Shravya Reddy (Regulatory Assistance Project, RAP) and Giovanni Andrés Pabón Restrepo 
(Transforma) for their valuable review and feedback. 

Special thanks to Maia Haru Hall for publication and editorial support, Neil MacDonald for editing and 
proofreading and WeDo Design for the report’s design and layout.  
© International Network of Energy Transition Think Tanks (INETTT) / Agora Energiewende 2025.

https://www.inettt.org/
https://www.inettt.org/


03

	• Contents

Executive summary 	  04

Introduction 	  06

Three pillars of just transitions 	  09

2.1. 	 Distributional justice: Risks, impacts, opportunities and benefits  	  11

2.2. 	Procedural justice: Agency and accountability  	  13

2.3. 	Recognition and restorative justice: Transformational change  	  15

Transition finance and the case of Just Energy Transition Partnerships  	 17

3.1. 	 The importance of transition finance for just transitions 	  18

3.2. 	Types of transition finance for developing countries 	  19

3.3. 	JETPs in theory and practice 	  19

Conclusions 	  29

4.1. 	 The need for country-owned transition finance  	  30

4.2. 	Transparency, accountability and the public  	  31

4.3. 	Human rights principles as part of transition finance  	  32

4.4. 	Future areas of work on JETPs 	  33

4.5. 	The way forward 	  34

Recommended reading 	  35

References 	  36

Endnotes 	  43

3

4

2
1

FIGURE 1 �	 Electricity generation capacity in the four JETP countries  
by share of technology (%), 2023	 22

FIGURE 2 �	 Access to electricity and Clean cooking fuels and technology  
in JETP countries (%), 2022	 23

FIGURE 3 	 JETP funds for Viet Nam 	 27 

BOX 1 	 The scale of the challenge 	 22

BOX 2 	 How GFANZ defines transition finance	 25

TABLE 1 	 JETP financial commitements by International Partners Group 	 20

TABLE 2 	 Key GFANZ financing strategies 	 25

TABLE 3 	 South Africa's JET-IP funding requirements, 2023-2027 	 26

	• Figures, boxes and tables



04

Energy systems worldwide require urgent transformation to tackle the escalating climate crisis, support 
long-term economic development and reinforce energy security. However, climate mitigation and energy 
transformation will affect certain workers, consumers and communities negatively in the short term.

This brief considers how those various objectives can be reconciled through just energy transition polices 
in developing countries and reflects on initial experiences with a relatively new financing mechanism, 
the Just Energy Transition Partnership (JETP).

To meet climate goals, energy transitions need to happen rapidly. But to be widely socially accepted and 
sustainable, they must also be just and equitable. A just transition must therefore address all sectors 
of the economy. It must also address social and economic challenges, such as poverty, unequal energy 
access and historical injustices.

As the Paris Agreement reaffirms, developing countries need support from more developed nations 
to turn ambitious decarbonisation goals into effective climate action. Adequate financing is essential 
to avoid lock-in with fossil fuel investments and let countries pursue climate action without sacrificing 
economic development. 

Just transition finance ensures all countries and regions have sufficient funds for climate mitigation 
and adaptation. In parallel, it transfers funds from the countries most responsible for greenhouse gas 
emissions to those most vulnerable to the resulting climate change.

Just energy transitions depend on three key pillars: 

•	Distributional justice – the just distribution of costs and benefits from the energy transition; 

•	Procedural justice – due process, good governance and the rule of law at different levels of the 
energy transition; and 

•	Recognition and restorative justice – the protection and recognition of rights of different groups 
in society, especially vulnerable and historically marginalised groups, and support for victims of 
damaging activities.

Executive  
summary
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Without those elements, neither national energy transitions nor the crucial global energy transition 
will be feasible or sustainable. 

Developing countries can tap into various types of climate finance for energy transition projects. Key 
sources include climate finance-related pledges by developed nations; the Global Environment Facility; 
the Green Climate Fund; separate funds for climate adaptation; the Loss and Damage Fund agreed at 
COP28; and new quantified goals set at COP29.

The JETP model, first announced at the UN climate change conference (COP26) in 2021, aims to 
provide additional financing for the transition away from high-emitting fossil fuels, in particular coal. 
Indonesia, Senegal, South Africa and Viet Nam have signed JETP agreements with partner countries, 
including G7 and several EU countries, while case evidence from Colombia’s energy transition provides 
additional insights.

This brief draws main insights from the experience gained so far with JETPs that are key for any 
successful climate finance. 

1. Transition finance needs to be truly country-owned. Experience with JETPs demonstrates the need 
for high-level political cooperation between international funders and recipient countries. However, 
greater ambition and diplomatic endorsement is needed on both sides of such partnerships to align 
financing with national and local priorities where the transition is happening.

2. Transition finance requires transparency and public accountability. Transition finance alone does 
not guarantee justice. Regardless of the “just” label, mechanisms and institutions involved in just 
energy transition policies must demonstrate transparency and accountability. This requires managing 
and sharing data and information, both with the citizens directly affected and with the wider national 
and global public. Future international efforts could establish a standardised framework to address 
concerns like “greenwashing” and bolster the credibility of transition finance initiatives.

3. Integrating human rights principles into transition finance strategies strengthens equitable and 
inclusive development. Beyond making projects bankable and helping to measurably reduce emissions, 
transition finance can drive the creation of legal and regulatory frameworks that boost visibility for 
sustainable, rights-based socioeconomic development. Financing institutions and donor governments, 
as well as private businesses receiving transition finance, must proactively address the impact of new 
energy projects on local communities, including their social, cultural, economic and human rights. 
Just transition projects need due diligence, environmental and social impact assessments, and clear 
grievance and monitoring mechanisms that recognise the rights of affected populations as well as the 
value they bring to their land. 

The brief concludes with suggestions for future research on JETPs, and how lessons learnt from such 
research can inform the design of better climate finance.

Executive  
summary

“Adequate financing is essential 
to avoid lock-in with fossil fuel 
investments and let countries 
pursue climate action without 
sacrificing economic development.”
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The growing climate crisis calls for urgent decarbonisation of energy systems worldwide, with 
comprehensive transitions to net-zero emissions within a few decades.1 However, energy transitions 
do not take place in isolation from broader social and economic realities. Efforts to combat climate 
change and transform energy systems can often, in the first instance, harm certain workers, consumers 
and communities, including Indigenous peoples.2 

A growing body of literature, therefore, advocates for a global energy transition that is not only fast and 
effective, but also just and equitable. A just transition ensures that the social and economic burdens of 
change do not fall disproportionately on those who are already most vulnerable. Achieving this requires 
broad socioeconomic policies that address the needs of industries, businesses and households alike.3 
Challenges such as poverty, unemployment, energy access gaps, weak land regulation and histories 
of political injustice must all be considered as countries decarbonise.

The 2015 Paris Agreement recognises the need to support developing countries with transition finance 
to address climate change. Without sufficient financial support, those countries may remain dependent 
on fossil fuels, lock themselves into unsustainable energy and infrastructure investments or be forced to 
choose between economic development and climate action.4 

Transition finance can promote justice in two main ways. First, it can equip countries, regions and 
communities with sufficient funds for a fair decarbonisation process. Second, it can transfer funds from 
developed nations – historically responsible for most greenhouse gas emissions – to those that have 
contributed the least but are most vulnerable to climate change.

“Just transition ensures that the social 
and economic burdens of change do 
not fall disproportionately on those 
who are already most vulnerable” 

What is transition finance?

In its broadest sense, climate finance spans local, national and transnational financing aimed 
at supporting climate mitigation and adaptation. It can come from public, private or alternative 
sources.5 Transition finance, as a sub-category of climate finance, refers to any form of financial 
support that helps decarbonise high-emitting activities or enables the decarbonisation of other 
economic activities.6 Thus, it primarily concerns the mitigation side of climate action – transition 
mainly needed in the energy sector.
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This brief considers just energy transitions in developing countries and the experience gained with one 
kind of financing mechanism, the Just Energy Transition Partnership (JETP). Following the introductory 
overview, Section 2 examines the three key pillars of a just transition, namely: 

•	Distributional justice – the just distribution of costs and benefits from the energy transition; 

•	Procedural justice – due process, good governance and the rule of law at different levels of the 
energy transition; and 

•	Recognition and restorative justice – the protection and recognition of rights of different groups in 
society, especially vulnerable and historically marginalised groups, and support for victims of damaging 
activities.

Section 3 explores the role of transition finance, options for developing countries and how JETPs 
function, both in theory and in practice. It offers examples from Indonesia, Senegal, South Africa and 
Viet Nam, all four of which have signed JETP agreements, and finally also Colombia. This provides case 
studies on JETPs and associated socioeconomic development concerns, along with broad observations 
that may apply in other countries and regions.

Finally, Section 4 lays out conclusions and lessons learned on how to improve future transition finance 
packages to ensure energy transitions are more just and equitable.
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Three pillars of just transitions

The concept of a just transition has become central to global decarbonisation efforts. While the idea 
is neither new nor uniformly defined, it consistently reflects a combination of moral and practical 
considerations. Firstly, it implies an ethical argument that global energy decarbonisation should 
not happen at the expense of the most vulnerable. Secondly, it suggests that only a transition seen 
to benefit people in the real world will be broadly accepted, and in turn politically feasible – and 
ultimately successful. 

“A just transition considers and 
addresses potential disruptions 
to the socioeconomic landscape.” 
African Development Bank, 2023

Evolving definitions of just transitions

The idea of just transitions traces its origin back to the United States’ labour movement of the 1970s 
and 1980s in support of workers losing jobs, firstly due to disarmament and later to environmental 
regulation.7 Since the 2000s, the concept has become part of international climate debates, appearing 
in the negotiation text of the Copenhagen Summit in 2009 and again in 2015, when it found its way 
into the preamble of the Paris Agreement.8 

The Paris Agreement calls for “climate justice” to enhance national ambitions, emphasising: 

the imperatives of a just transition of the workforce and the creation of decent work and quality 
jobs in accordance with nationally defined development priorities.9

The International Labour Organization (ILO) maintains definitions of justice rooted in the labour 
movement, defining just energy and climate action as: 

greening the economy in a way that is as fair and inclusive as possible to everyone concerned, 
creating decent work opportunities and leaving no one behind.10

At the level of United Nations climate negotiations, cover decision by the 28th Conference of the 
Parties (COP28), held in Glasgow in 2021, recognised: 

the need to ensure just transitions that promote sustainable development and eradication of 
poverty, and the creation of decent work and quality jobs, including through making financial 
flows consistent with a pathway towards low greenhouse gas emissions and climate-resilient 
development, including through deployment and transfer of technology, and provision of support 
to developing country Parties.11

A separate UN report concluded: 

Moving towards a low-carbon and environmentally friendly economy can reprioritise development 
objectives towards sustainable, equitable development, harness the opportunities associated 
with the development of products and services, increase the participation of women in labour 
markets, ensure the protection of ecosystems and biodiversity and build resilience. (…) The 
concept of a just transition acknowledges that potential as well as the need to address trade-offs 
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on the path towards sustainability. It should involve not only targeted compensatory measures, 
but also a process of embedding equity, inclusiveness and respect for human rights in sectoral 
and cross-cutting policy areas.12

And according to the African Development Bank:

A just transition considers and addresses potential disruptions to the socioeconomic landscape. 
It would minimise or avert potential risks, pushing for all communities to reap development 
benefits, particularly historically disadvantaged and under-represented groups, such as women, 
youth, older people, informal workers, people with disabilities, migrants and minorities.13

Further, specific themes linked to a just transition include environmental justice14 and energy 
justice or access to energy.15 Other groups see just transition more as a system-wide “shift from an 
extractive economy to a regenerative economy”.16

The African Development Bank points out a fundamental difference between developed and 
developing economies in their approach to the energy transition. In developed countries, a just 
transition is generally considered “subtractive”, aiming “to diminish or minimise the negative 
impacts” on overall prosperity. By contrast, in developing and least developed countries, it needs 
to be “additive”, aiming “to amplify or maximise development and prosperity”.17

By now, a wide body of literature attempts to define what a socially, environmentally and economically 
just transition looks like in practice.18 

While definitions vary, three main pillars recur: 

•	Distributional justice – the just distribution of costs and benefits from the energy transition; 

•	Procedural justice – due process, good governance and the rule of law at different levels of the 
energy transition; and 

•	Recognition and restorative justice – the protection and recognition of rights of different groups 
in society, especially vulnerable and historically marginalised groups, and support for victims of 
damaging activities.

2.1. Distributional justice: Risks, impacts, opportunities and benefits 

Distributional justice “deals with the unjust distribution of costs and benefits from the energy 
transition; for example, revenue management, social and environmental impacts, issues around 
taxation and transparency.”19

The transition away from oil, coal and natural gas is anticipated to have many consequences on people 
and the economy that differ notably across societies, countries and regions. Fossil fuels are a significant 
political factor, generating export revenues for producing countries that are then used by governments 
to invest in infrastructure and other social services, while also driving economic activity across a range 
of adjacent industries and businesses. 
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Extracting, producing and using fossil fuels for domestic power generation and industries entails 
long-term economic and job dependency. For most people, immediate economic opportunities and 
challenges weigh more heavily than the abstract risk of climate change, even knowing its future impact 
on people and economies. 

Fossil fuel industries typically exert significant political influence, even at intergovernmental climate 
forums, often being closely intertwined with intertwined with key national and international enterprises, 
business interests, and political party funding. The result is often an uneven debate around who would 
benefit from abandoning energy sources that have that have partly served successive generations well, 
and supported economic development, in addition to funding government budgets.20

A key part of the debate around just transitions is the question of who should pay for decarbonisation, 
particularly in developing countries. Those countries hold relatively little historical responsibility for 
greenhouse gas emissions; have lower capacity – financial or otherwise – to transform their energy 
systems without harming low-income households and are often exceptionally vulnerable to the negative 
impacts of climate change. The UNFCCC recognises this through its concept of “common but differentiated 
responsibility and respective capabilities.”21

Africa for example, accounted for around 17.5% of the world’s population in 2021, but has contributed 
only 2.7% of cumulative global carbon dioxide (CO2) emissions since 1751.22 At the same time, Africa is 
among the parts of the world most vulnerable to the negative impacts of climate change.23

Many developing countries emphasise their right to development, including in the context of international 
climate mitigation efforts.24 Transition finance, along with other forms of international cooperation, can 
help developing countries make the transition away from fossil fuels.25

At the same time, the energy transition can offer many immediate socioeconomic benefits, including 
new direct and indirect job creation across different sectors, as well as significant environmental and 
health benefits.26 However, such benefits will not accrue automatically. Wider socioeconomic reform and 
proactive policies are needed to make sure benefits, as well as negative impacts, are evenly distributed 
across different communities and geographic areas. Here, too, transition finance is critical for countries 
to benefit fully from the transition. 
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2.2. Procedural justice: Agency and accountability 

Distributional justice narratives: Indonesia, Colombia, Viet Nam and South Africa

In Indonesia, for instance, coal mining communities could be hit hard by the country’s intended 
phase-down of thermal power plants. According to Rizky Fauzianto, manager for the Global South 
at independent nonprofit Rocky Mountain Institute (RMI):

We have 250,000 people in Indonesia working in the coal mining sector […]. If we close 
down the coal power plants and coal mines, we have to ensure that these communities 
get some financial help. For us, that’s what a just transition means.27

Government decisions on the energy transition can affect areas of long-standing social and political 
fragility. Colombia, for example, faced decades of conflict, driven and shaped by economic inequalities, 
with enduring gaps along urban/rural, geographic, ethnic and gender lines.28 As in many countries, 
vast economic inequalities must be managed for continued peace and overcome for resilient human 
development, and any abrupt change to the economic status quo – including rapidly phasing out 
entire industrial sectors – risks sparking further political instability.29

The World Bank has recognised other challenges with financing energy transition investments 
in Viet Nam. 

Although Viet Nam can mobilise domestic public financing and shift part of its domestic 
private savings toward its climate agenda, external resources will also be critical to meet its 
climate goals. Otherwise, the domestic financing effort might be detrimental to other social 
and economic needs, and negatively affect the country’s quest to achieve high-income status 
by 2045. Beyond affordability, it is also a matter of common but differentiated responsibility 
as the country is to a large extent a victim of damages caused by the greenhouse gas 
emissions already generated by other countries.30

In South Africa, the largest trade union federation has recognised the need for both climate mitigation 
and socioeconomic safeguards. The Congress of South African Trade Unions first highlighted the 
importance of a just transition to “protect the most vulnerable from the effects of climate change” 
and later explicitly called for “mitigating transition impacts on working class groups, including 
workers, communities and small businesses”.31

Procedural justice “ensures that the needs and priorities of the groups who are the most affected 
are properly captured”,32 through “due process, good governance and the rule of law at different 
levels with regard to energy projects, energy systems and their transition”.33

Justice is not only about how benefits and burdens are distributed, but also about the decision-making 
process on energy transitions. Those who are negatively affected are not always visible or able to 
advocate on the transition. They can include low- and middle-income households, rural communities, 
women, young people and workers in different industries, as well as Indigenous peoples and other 
vulnerable and politically underrepresented communities. 
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Environmental and social impact assessments, consultations – or lack thereof – and subsequent discontent 
and legal filings against large-scale projects highlight the difficulty for project developers, financing 
institutions and policymakers to identify and fully include everyone affected by large-scale energy 
projects in the planning and development process – whether for “clean” energy or otherwise.34

Such cases also highlight the very real risk for all parties involved in transition-related, large-scale 
infrastructure development if community involvement and justice are not taken seriously (Ibid). Legal 
filings after a project begins are typically costly, while the lack of agency leaves people exposed to 
devastating effects.35

Procedural justice emphasises the importance of meaningful participation and consultation, full information 
disclosure by governments and industry, and appropriate engagement and redress mechanisms at both 
the national and international level. Fundamentally, this involves free, prior and informed consent (FPIC), 
but in practical terms, this requires wide national and community-level participation in designing the 
energy transition. Thus, deliberately inclusive planning and implementation are central to the concept 
of just transition.36

For a transition to be “just”, affected communities need agency. Governments and funding bodies need 
the capacity to identify and engage vulnerable groups. Furthermore, effective mechanisms must exist 
to hold governments, businesses and institutions accountable for decisions ultimately made on behalf 
of those communities.

14

“Just Transition is a 
principle, a process 
and a practice.” 
Climate Justice Alliance, n.d.



15

Three pillars of just transitions

2.3. Recognition and restorative justice: Transformational change 

Recognition justice “focuses on the protection and recognition of rights and identities of 
different groups in society, especially vulnerable and historically marginalised groups, such as 
Indigenous Peoples. It also includes emerging notions and recognition of the rights of nature and 
non-anthropocentric entities”.37

Restorative justice “stresses the need to support victims of damaging activities and restore them to 
their original position. In the context of the energy transition, it includes restoration from past and 
present damages associated with fossil fuels and other energy forms, and restorative mechanisms as a 
key pillar of new energy projects and systems. Specific aspects include responsible decommissioning 
and livelihood restoration plans”.38

The global energy transition is about a deep and fundamental restructuring of systems that have in the 
past led to unsustainable development that transgresses all planetary boundaries and that has led to 
deep inequalities.39 A just transition does not simply replace one energy system with another. Rather, 
it recognises past mistakes that led to energy systems that do not serve people and the planet in the 
long-term. 

Calls for just transitions are linked to other critical debates: about the relentless overexploitation of 
our planet’s finite resources; prioritising profits over the environment, and thus, people; about the 
marginalisation of advocates for human rights, land and the environment in the face of large-scale 
energy and infrastructure development; about unfair trade relationships between countries and regions; 
the lack of dignified jobs; and the overall inability of current systems to create shared prosperity.40

Recognition justice focuses on protecting rights, for both communities and the environment, in the 
context of the transition. Restorative justice, on the other hand, emphasises compensation and justice 
for those who have experienced injustice in the past or may experience injustice in the future. Either 
way, a just transition focuses on people and how current decisions affect them. 

Many proponents of the energy transition highlight technologies as the primary solution, supposedly a 
“win-win” for people, the planet and prosperity,41 while others note the danger of reinforcing an existing 
approach to energy and the economy that – like fossil fuel industries – seeks to carve out an attractive 
business case from the transition.42 According to the latter perspective, a genuine transformation 
requires much more than a change of technology. It must also include a rethinking of our economic 
model of perpetual growth, which fuels parallel ecological and environmental crises.43

Indigenous peoples and the energy transition

Indigenous peoples have been extensively affected by industrial and infrastructure expansion, 
environmental destruction and land dispossession, including in the case of renewable energy 
deployment, the exploitation of transition minerals and even conservation projects.44 Indigenous-
managed lands constitute over a quarter of the world’s land masses and 40% of protected areas 
globally, accounting for a large portion of commercially undeveloped land to date.45

For many Indigenous communities, land is not just a resource, but a foundational element of cultural 
identity, spirituality, and social structure. Energy projects that fail to respect Indigenous land 
possession and rights can disrupt those connections, causing cultural harm that cannot be measured 
in economic terms.46 Energy transition projects must recognise such cultural elements and apply 
the principle of free, prior and informed consent (FPIC) to avoid repeating historical injustices.47
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Other proponents of just transitions point out the need to uphold human rights across the energy 
supply chains, from mining and bioenergy production to power plant construction and operation, 
whether fossil, nuclear or renewables-based, as well as equipment manufacturing, waste management 
and decommissioning.48

There is no simple answer on what a just transition truly entails. What seems clear, however, is that 
fair allocation of benefits, restoration for damages and the enforcement of existing laws all depend on 
recognising rights, identities and evolving needs that might be affected by energy decisions.49

Together, these elements relate to recognition justice and restorative justice, which seek to redress 
and repair systemic harms to both people and ecosystems, whether due to current energy systems or 
anticipated changes.

Recognition and restorative justice in South Africa

South Africa’s just transition framework, published by the Presidential Climate Commission, addresses 
recognition and restorative justice explicitly, saying this approach:

…supports South Africa’s broader efforts to redesign the economy to the benefit of most citizens 
to enable deep, just and transformational shifts (…) Historical damages against individuals, 
communities and the environment must be addressed, with a particular focus on rectifying 
or ameliorating the situations of harmed or disenfranchised communities. It is about redress: 
healing people and the land, which was an immediate need echoed by all communities that the 
[Presidential Climate Committee] has consulted with.50

[…]

Workers, communities and small businesses must be empowered and supported in the transition, 
with them defining their own development and livelihoods. It is about embracing the sentiment: 
‘nothing about us without us!’ 51

16

“Workers, communities, and small 
businesses must be empowered and 
supported in the transition, with them 
defining their own development and 
livelihoods. It is about embracing the 
sentiment, “nothing about us without us!”
Presidential Climate Commission, South Africa

"The green economy cannot 
be built on the same extractive, 
exploitative systems that created 
the climate crisis. A Just Transition 
requires a transformation, not just 
a transition."
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Climate and transition finance are critical to accelerate energy transitions in developing countries. 
This section explores in more detail why transition finance matters for just transitions. It then further 
examines JETPs as a transition finance mechanism and whether they fulfil their goal.

3.1. The importance of transition finance for just transitions
Many countries – especially developing ones – struggle with mobilising finance for decarbonisation. 
Phasing out and replacing of fossil-based power generation, upgrading transmission and distribution 
networks and widening electrification entail massive infrastructure investments with steep upfront costs. 
So does the task of decarbonising multiple industries, not to mention reskilling labour and providing 
a social safety net. These goals require financing well beyond the means of many governments or 
private investors. 

In addition, developing countries may need support to implement legal and regulatory frameworks to 
adequately address human and environmental impacts. In many cases, governments need to consult 
with local communities – particularly Indigenous peoples – to avoid repeating past injustices like land 
dispossession, forced relocation and the destruction of ancestral lands in the name of climate action.52 

Developing countries have financial needs for climate action and decarbonisation; the UNFCCC Standing 
Committee on Finance, looking at 98 countries, puts their financing needs until 2030 between USD 5 
trillion and USD 6.9 trillion – or between USD 455 billion and USD 584 billion per year.53 The Sixth 
Assessment Report from the Intergovernmental Panel on Climate Change (IPCC) estimated that 
developing countries needed between USD 1.4 trillion and USD 2.7 trillion per year in financing for 
mitigation alone between 2020 and 2030.54

The sheer size of these estimates, which do not include adaptation costs or loss and damage, shows 
the enormous challenge faced by developing countries, many of which are already highly indebted. 
Limited financial resources, coupled with parallel development needs to fight poverty and hunger and 
ensure access for all to basic education and healthcare, result in a dilemma sometimes summed up as 
a choice between climate action and development.55 

For all these reasons, transition finance is critical for developing countries to restructure their energy 
systems, as well as for those transitions to be just.

Transparency is critical to the use of JETP 
and other climate funds for the larger benefit 
of societies. JETP finance is no different 
from other project finance, in that it can be 
affected by lack of transparency, 
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3.2. Types of transition finance for developing countries
Various tools and mechanisms are available to financially support developing countries in their climate 
action more broadly, including with transition finance. 

Major climate finance mechanisms include: 

•	The 2009 pledge by developed nations to provide USD 100 billion per year in climate finance to 
developing nations by 2020, later extended to 2025;56 

•	The New Collective Quantified Goal (NCQG) finalised at COP29 in Baku at the end of 2024, which 
aims to triple finance to developing countries to USD 300 billion annually by 2035;

•	The Adaptation Fund, established in 2001 – though it deals with addressing climate impacts already 
happening and excludes prior mitigation;

•	The Least Developed Countries Fund (LDCF), established by the UNFCCC in 2001 and placed 
under the Global Environmental Facility (GEF), co-founded by the United Nations Environment 
Programme, the United Nations Development Programme and the World Bank; and

•	The Green Climate Fund (GCF), established at COP16 in 2010 as the financial operating entity of 
the UNFCCC, following the GEF.57

In 2023, COP28 delegations agreed on creating a separate Loss and Damage Fund to help developing 
countries, who are proportionally less responsible for emissions and hit harder by climate impacts, deal 
with the increasing effects of climate change.58

JETPs are a parallel, recent development aimed at providing additional finance to specific developing 
countries undertaking the transition away from high-emitting fossil fuels, particularly coal. These 
partnerships, formed to support specific countries during successive rounds of climate talks, bring 
together governments, funds, private finance and development finance institutions (DFIs) to finance 
transition projects in each recipient country. 

The remainder of this section discusses JETPs in more detail.

3.3. JETPs in theory and practice
JETPs are a financial basket tool established on a bilateral basis by finance-providing governments 
and institutions with each recipient country that commits to the transition. The first JETP model was 
announced at COP26 in Glasgow in 2021, bringing together France, Germany, the United Kingdom, the 
United States and the European Union in a transition partnership with South Africa. 

The financing partners pledged to provide USD 8.5 billion for South Africa to reduce coal-related 
emissions and strengthen its clean energy infrastructure. At the following year’s G20 Summit in Bali, a 
group of partners pledged USD 20 billion under a separate JETP for Indonesia. That was soon followed 
by a USD 15.5 billion JETP with Viet Nam in December 2022 and a EUR 2.5 billion (USD 2.7 billion) JETP 
with Senegal in June 2023 (Table 1). 

JETPs are underscored by multi-billion-dollar financial commitments by the International Partners Group 
(IPG), comprising the governments of Canada, Denmark, France, Germany, Italy, Japan, Norway, the 
United Kingdom and the United States, along with the European Union and other non-state partners. 
Another notable partner is the Glasgow Financial Alliance for Net Zero (GFANZ), which includes 
financial institutions, insurers, asset owners, asset managers financial service providers and investment 
consultants.59 
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Table 1. JETP financial commitements by International Partners Group

Beneficiary 
country

Public IPG 
(billion USD) 

Private 
funds Donors Timeline

South Africa 8.5 
81% loans and 

garantees
UK (lead), EU, France, 

Germany, USA
2023-2027

Indonesia 10 
10 bn

US, Japan (leads), Canada, 
Denmark, EU, France, 

Germany, Italy, Norway UK, 
and GFANZ

2023-2028

Viet Nam 7.75 
7.75 bn

UK, EU (leads), Canada 
Denmark, France, Germany, 

Italy, Japan, Norway, US,  
and GFANZ.

2023-2029

Senegal 2.7 
EU(lead), Canada, France, 

Germany, UK
2023-2030

Notes: GFANZ Private sector finance.

For South Africa, Indonesia and Viet Nam, the focus is clearly on the transition away from coal. 

South Africa’s JETP sets concrete expectations for the stipulated coal phase-out to prevent between 1 
gigatonne and 1.5 gigatonnes of emissions over the next 20 years. More broadly, the partnership aimed 
to enable South Africa to “move away from coal and to accelerate its transition to a low emission, 
climate-resilient economy”.60

JETPs bundle new and existing transition-related finance initiatives by different financiers to a single 
developing country under a shared umbrella. This bundling creates a highly visible stream of as-ambitious-
as-possible finance for the country’s energy transition, potentially with more impact than the sum of 
the various commitments. 

This, in turn, gives developing countries added incentives to plan ahead, using the newly available finance 
package more strategically than individual ad hoc projects. JETP partners South Africa, Indonesia and 
Viet Nam have all drawn up JETP-based transition plans, strengthening their own decarbonisation 
strategies. 

Additionally, the visibility of JETPs may incentivise those offering finance to step up their contributions. 
JETPs establish a channel for partnership and, ideally, feed into more ambitious roadmaps for 
decarbonisation in partner developing countries. 

Viet Nam, for instance, produced a 200-page resource mobilisation plan (a year into its JETP), which 
lists possible uses of JETP funds. Those include 400 possible projects and a catalogue of categories 
to which funds could be allocated, ranging from transmission and distribution infrastructure to energy 
efficiency and a regulatory framework for the transition in power stations.61
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	• Size and ambition

JETPs are one of many financing tools and mechanisms for decarbonisation in developing countries. 
While they help raise ambitions, they are not intended as a single solution for all climate finance needs. 
Realistically, a JETP can only cover a fraction of the partner country’s realistic transition requirements.

Box 1 (below) shows the magnitude of the challenge faced by current JETP countries in decarbonising 
their energy systems, combined with the parallel challenge of closing gaps in access to modern energy, 
as well as assuring affordability for electricity and clean cooking.
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JETPs boosting ambitions

South Africa’s JETP aims to accelerate the decarbonisation and help the country achieve ambitious 
reduction of emissions as set out in its updated Nationally Determined Contribution (NDC) under 
the Paris Agreement.62

Indonesia’s JETP aims to support the country “in an ambitious and just energy transition” consistent 
with Paris Agreement goals and helping keep the “1.5 °C global warming limit within reach”. The 
partnership agreement calls for an accelerated emissions reduction, with a pathway to net zero by 
2050, a strategy for renewable energy expansion, the phase-down of coal-fired power generation 
both on- and off-grid, and further commitments or regulatory reform and energy efficiency.63
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Box 1. The scale of the challenge 
A closer look at the electricity mix in the four current JETP countries highlights the scale of the 
challenge of decarbonisation in their power sectors – without even considering other important 
sectors, such as industry and transport. The share of renewable energy in the electricity generation 
mix ranges from 15% in Indonesia to 56% in Viet Nam. 

Three of the countries (Indonesia, South Africa and Viet Nam) have large electricity markets, 
generating comparable amounts to developed countries such as the UK, Italy or Australia. They 
do so to supply electricity to populations ranging from 60 million in South Africa to over 278 
million in Indonesia.64 In all three cases, coal accounts for between a third and close to 80% of 
electricity generation capacity (Figure 1). 

For the same three countries, hydropower is an important renewable energy source, largely due 
to legacy development in previous decades. By contrast, modern renewable energy technologies 
such as solar and wind power have only slowly entered the market. Despite significant progress, 
particularly in South Africa, renewables continue to account for only a small share of power 
generation capacity, following decades of investment in fossil fuels.

Source: IRENA (2024)65
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Viet Nam currently has 25 coal power plants operating, with none retired since 2000 (the starting 
period for Global Energy Monitor data). It also has four new coal power plants under construction and 
another two in the “pre-permitted” phase,69 despite parallel efforts under its JETP to phase out coal. 
The country’s Power Development Plan of May 2023 aims to double the country’s electricity generation 
capacity by 2030 relative to 2020 to supply a population of 100 million, with investment needs for 
power plants and grid infrastructure estimated at USD134.7 billion.70

The World Bank in 2022 separately estimated Viet Nam’s financing needs for a net-zero development 
pathway, which includes both mitigation and adaptation, at about 6.8% of GDP per year, or a cumulative 
USD 368 billion through 2040. Investments in resilience alone would cost around USD 254 billion 
from 2022 to 2040 to enable adaptation to past and future climate change. Decarbonisation to meet 
international commitments would take another USD 114 billion through 2040, including USD 81 billion 
in investments and USD 33 billion for social programmes.71 

Senegal differs from the three other JETP countries in the size of its energy and electricity market, 
as well as the more limited role played by coal – although fossil fuels overall contribute over 70% 
of the country’s electricity mix. Senegal’s electricity system is comparatively small, at 1,537 MW 
generation capacity in 2023, around 50 times less than South Africa, third in the group at over 
62,000 MW.66

Electricity access stood at 68% for Senegal’s total population of around 18 million in 2022, leaving 
over 5.5 million people without electricity access.67 By contrast, Indonesia and Viet Nam have 
achieved universal access to electricity, while South Africa maintains an access deficit of around 
14%. All four countries face large gaps in access to clean cooking (Figure 2). 

While Senegal’s electricity system is significantly smaller than those of other JETP countries, 
it still needs to expand generation capacity to serve its entire population. While sustainable 
off-grid solutions can provide electricity in remote locations, the scale-up challenge facing the 
country is enormous. 

Notes: Clean fuels and technologies are defined in accordance with World Health Organization guidelines for indoor 
air quality in relation to household fuel combustion, allowing for the use of electricity, biogas, natural gas, liquified 
petroleum gas (LPG), solar or alcohol fuels for cooking.68

Source: IEA et al. (2024)
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Indonesia’s NDC commits the country to reducing emissions by 1,953 million tonnes of carbon dioxide 
equivalent (Mt CO2eq) by 2030, more than 80% of which is conditional on financial support.72 Indonesia 
had 90 coal power plants operating as of July 2024, with 16 under construction, and four in the pre-permit 
phase.73 Indonesia has succeeded in leveraging its JETP to attract the private sector, blending financing 
from a large group of traditional and new funding partners as part of its JETP. 

For South Africa, even the lower end of its NDC target – 350-420 Mt CO2eq by 2030 – is entirely 
conditional on available financing. JETP commitments to date represent around 10% of the USD 80 
billion required under the government’s Just Energy Transition Investment Plan, or JET-IP.74 South 
Africa had 18 coal power plants operating as of July 2024, with one under construction and three in 
the pre-construction phase.75

The World Bank separately estimated South Africa’s financing needs for “interconnected resilient, 
low-carbon and just transitions” at 4.4% of gross domestic product per year, or ZAR 8.5 trillion (around 
USD 520 billion) in net 2022 value, through 2050, including ZAR 2.4 trillion (around USD 150 billion) 
before 2030. The Bank suggests that about 49% of this amount is needed for investment in low-carbon 
energy and related sectors, in particular power and transport, while another 28% would support the 
resilience of cities and the water, agriculture and transport sectors, with the remaining around 23% to 
ensure a just transition.76 

	• Social aspects

Alongside commercial and technical aspects, JETPs focus on wider social justice as a critical enabler 
of the energy transition. Thus, they accelerate the transition while also ensuring it is just. This is key 
to address many concerns of developing countries, which face limited access to finance as well as the 
need to protect vulnerable groups and industries from transition-related hardship. 

The stated ambitions of JETPs reflect this aspect, as shown in the box below. 

Social ambitions in JETPs

Indonesia’s JETP statement highlights the need for adequate risk mitigation: 

recognising the importance of environmental, social and governance standards as a consideration 
for developing transition financial frameworks and the existing gap between current standards 
and energy transition needs.77

It also notes the likely impact of the rapid transition away from coal specifically on vulnerable 
populations, by recognising: 

… the importance of a just energy transition that brings about opportunities for industrial 
innovation to create quality green jobs, and considers all communities and societal groups 
affected directly or indirectly by an expedited reduction of power sector emissions – through 
early retirement of coal-fired power plants – including women, youth and others vulnerable 
to the transition; and that there are several important sectors of Indonesia’s economy that are 
impacted by such a transition.78

Yet JETPs also exemplify the difficulty of translating these social ambitions into practice. GFANZ, the group 
of financing institutions that provide over half of pledged finance under most JETPs, defines transition 
finance in corporate terms, focusing on “entities” as well as activities as recipients of finance (Box 2). 
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The share of JETP finance going explicitly into social justice currently remains small relative to infrastructure 
projects; in South Africa’s JET-IP, jobs and skills development account for only 0.17% of the total 
amount.81 Similarly, Indonesia’s Comprehensive Investment and Policy Plan allocates only USD 28.8 
million, or 0.25% of total IPG funding to just transition components.82

The South African government has suggested USD 21.3 billion for capacity building at the municipal 
level and only USD 180,000 million for skills development programmes, out of the nearly USD 100 billion 
total estimated for the country’s transition away from coal (Table 2). Municipalities in South Africa are 
electricity distributors and thus form an essential part of the country’ energy transition.

Box 2. How GFANZ defines transition finance
The Glasgow Financial Alliance for Net Zero describes transition finance as follows: “Investment, 
financing, insurance and related products and services that are necessary to support an orderly, 
real-economy transition to net zero as described by the four key financing strategies that finance 
or enable 1) entities and activities that develop and scale climate solutions; 2) entities that are 
already aligned to a 1.5oC pathway; 3) entities committed to transitioning in line with 1.5oC-aligned 
pathways; or 4) the accelerated, managed phase-out of high-emitting physical assets.” 79

Table 2. Key GFANZ financing strategies 

Area of activity Details

Enabling entities and activities that 
develop and scale climate solutions

Encourages the expansion of low-emitting 
technologies and services, including 

nature-based solutions, to replace high-
emitting technologies or services, remove 
greenhouse gases from the atmosphere,  

or otherwise accelerate the net-zero 
transition in a just manner. 

Enabling entities that are already 
aligned to a 1.5 degrees C pathway

Supports climate leaders and signals that 
the financial sector is seeking transition 

alignment behaviour from the real-economy 
companies with which it does business. 

Enabling entities committed to 
transitioning in line with 1.5 degrees 

C-aligned pathways

Supports both high-emitting and 
low-emitting firms that have robust 
net-zero transition plans, set targets 

aligned to sectoral pathways, and 
implement changes in their business to 

deliver on their net- zero targets. 

Enabling the accelerated managed 
phaseout (e.g., via early retirement) 

of high-emitting physical assets.

Facilitates significant emissions reduction 
by the identification and planned early 
retirement of assets while managing 

critical issues of service continuity and 
community interests. 

Source: GFANZ (2022)80
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Table 3. South Africa's JET-IP funding requirements, 2023-2027

JET IP funding requirements, 2023-2027 ZAR billion USD billion

Electricity sector 711.4 47.2

New Energy Vehicle sector 128.1 8.5

Green Hydrogen sector 319 21.2

Skills development 2.7 0.18

Municipal capacity 319.1 21.3

Total 1480.3 98.38

Source: The Presidency - Republic of South Africa (2023)83

GFANZ and the government-led IPG have together committed around USD 22 million in grant-based 
technical assistance to create the social and economic conditions for a just transition in Viet Nam.84 The 
promised support includes technical and vocational training as well as the German-funded Innovation 
Regions for a Just Energy Transition programme, which focuses on social dialogue and stakeholder 
engagement, impact studies, transformational measures and policy change.85 The expected inflow of 
finance, although substantial, is clearly far from enough to ensure a just transition as Viet Nam phases 
out coal, not to mention the country’s wide-ranging transition needs.

In some cases, transition finance can produce results that seem to contradict social justice. This is an 
inherent risk that JETP agreements attempt to offset.

In Indonesia, for instance, green financing has in the past been channelled into deforestation in the service 
of the biomass industry and “low-carbon” energy production from wood.86 Collateral consequences 
included clearing Indigenous peoples from the forest and their subsequent loss of land, habitat and 
traditional sources of food (Ibid). Originally meant to go ahead during the 2010s, the plan stalled due to 
lack of financing, until the inflow of “green” finance for Indonesia’s low-carbon energy drive reinvigorated 
it, resulting in new deforestation with a negative environmental and human rights impact.87

	• Blending new and existing finance

JETPs consist of a blend of finance from different sources, and with different conditions attached. Some 
finance was committed prior to the establishment of current JETPs and subsequently incorporated 
under their umbrella, while other financial commitments resulted from the JETP negotiation process.88

Most existing JETP financing consists of loans, a large portion of which are commercial. For developing 
countries, this is somewhat disappointing, given the comparatively high cost of commercial loans, 
especially once currency-related costs are taken into consideration. Questions also arise about adding 
debt from commercial loans to already highly indebted countries. 

Grants account for only 4% of South Africa’s JETP package, while about 15% consists of guarantees 
by multilateral development banks and the rest, some 81%, of loans.89 Public funding for JETPs also 
comes in the form of technical assistance and equity investment. Private financing mostly comes as 
commercial lending, whether through corporate or project finance schemes or as equity or quasi-equity 
investments, as evident in Indonesia.90 

A bucket of blended finance, including risk mitigation instruments, could help South Africa obtain more funds 
for transition-related projects. Still, commercial and sometimes even concessional loans can be expensive for 
the country given currency transaction costs and other social interests competing for debt-based finance.91
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In the cases of both Indonesia and Viet Nam, half of the total funds come via private finance at market 
rates.92 For Viet Nam, furthermore, 62% of the public funds in the JETP consist of commercial instruments 
from DFIs, including equity, guarantees and (in most cases) more commercial loans (Figure 3). 

Concessional loans make up about one third of the public funding under Viet Nam’s JETP, or less than one 
sixth of total JETP funding. Grants account for only 4% of the public funds, or 2% of total JETP finance. 
Thus, even with public funding alone, commercial lending dominates the finance mix offered to Viet Nam. 

Source: Larasati (2024)93

	• Conditionality

A large part of the finance offered under JETPs comes with added conditionalities. This is a frequent 
feature of transition finance, often demanded by the providers and criticised by countries seeking the 
finance. Developing countries often point to their limited scope for prioritising projects beyond what 
donors and financing institutions will cover.94

Grants to Viet Nam under the public chapter of JETP funding, for example, have tended to support 
existing projects. France, for instance, has offered EUR 500 million (approximately USD 525 million), 
of which USD 523.7 million comes as a non-sovereign concessional loan and only USD 1.3 million in 
grants. Almost half of those grants, some USD 600,000, are intended for a research programme “to 
inform public policies on net-zero strategies and adaptation to climate change” 95(p.100). 

Germany has offered a total of USD 62.7 million in grants under Viet Nam’s JETP, in addition to USD 
399 million in concessional loans and USD 210 in commercial DFI instruments. The German grants span 
wider project themes, ranging from “Promoting the Transition of the Energy Sector in Viet Nam” to 
“Support to Viet Nam for the Implementation of the Paris Agreement II”.96

The private finance offered to Viet Nam also includes conditions for regulatory and policy reform, on 
top of standard commercial terms. 
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Since the time funds were committed to Viet Nam and other JETP countries, GFANZ has established a 
working group of financial institutions to support net-zero initiatives, with the declared aim of identifying 
barriers in sourcing private investment, advocating for reforms to address those barriers and identifying 
ways to help crowd in private finance at scale.97 

As GFANZ explains:

The commitment is subject to the involved governments and partners working closely with 
GFANZ and the private sector to ensure (i) continued progress in improvements to the local and 
international policy and enabling environment; (ii) the availability and deployment of catalytic 
public finance, including in structures and forms that can be used to appropriately de-risk and 
crowd in private finance; and (iii) a robust pipeline of competitively tendered projects that are 
demonstrably consistent with the JETP’s ambitious transition pathway.

These caveats have drawn criticism, with one observer noting: 

Resources are needed for climate action. It has taken years to get to a funding deal like JETP 
that considers both climate and social needs. However, the red flags in the deal and the process 
could undermine the justice of the transition. The danger is leaving recipient countries… worse-off, 
considering the debt implications and hollowing out national sovereignty. 98

The bulk of commercial loans and DFI finance under JETPs – as under other forms of transition finance 
– continue to link substantial shares of climate and transition finance to bankable projects. This limits 
the opportunity for developing country governments to allocate funds to social impact mitigation, 
such as proactive job training, (re-)skilling and broader programmes that support the stated goals of 
JETP financial commitments. 

JETP agreements typically ask for more effective regulation, as well as of mitigation of reform impacts 
on vulnerable communities, without financing these elements adequately. Funding commitments are also 
lacking for wider socioeconomic and environmental mitigation of the transition, such as environmental 
protection, clean-up after closing down industries and mining operations, and direct work with remote 
populations, Indigenous peoples and local communities.
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This brief has explored the need for a just and equitable energy transition, taking into account a range 
of definitions for “justice” in the context of energy transitions in developed or developing countries. 
It then considered how transition finance can contribute toward this aim, with a close examination of 
JETP experiences in three “early adopter” countries: South Africa, Indonesia and Viet Nam, and the 
most recent JETP partner Senegal. 

Based on these case studies, the next section analyses JETPs and key requirements for their success. 
This analysis may help both prospective financiers and developing country governments reach a more 
informed understanding of JETPs as a cooperation mechanism and source of finance to ensure energy 
transitions happen in a just way. 

4.1. The need for country-owned transition finance 
No single financing mechanism can fully meet the needs of developing countries or put the global 
energy transition on track. However, this does not mean initiatives like the JETP are failures. Rather, 
the divergence between available funding and intended outcomes that is evident in JETPs to date 
underscores the importance of visible, high-level political cooperation, which could be significantly 
more ambitious than it is today.

This ambition must be mutual. Financial partners must consider both the scale of the challenge and 
whether the funding they provide truly meets the needs of developing countries in a fair and practical 
way. Currently, development finance is largely shaped by donor priorities and projects that attract 
commercial investment, rather than by the actual needs of recipient countries.99 

Effective transition finance could evolve to make more space for country-driven priorities. A more 
country-driven approach could reinforce JETPs as true partnerships, rather than simply a basket label 
for project finance; to be “country-owned” to “live up to the expectations of an innovative funding 
mechanism“.100 

One way for future partnerships to achieve this would be by pooling finance into broad national transition 
plans, rather than narrowly focused, specified projects. Such plans could include a range of policies, 
incentives, regulations and provisions for social protection – areas that would not typically attract 
transition or other development funding. The benefit would be to give national and local governments 
more control over what is financed to implement their transition-related policies in a socially and 
environmentally just way.

What specific institutional frameworks and 
governance structures have worked best for 
JETP implementation?

What licensing and permitting frameworks 
work best for JETP projects?



31

Conclusions

Along with the level of finance available, the success of these financial partnerships depends largely 
on ambition. Transition finance works best when government, businesses and civil society within the 
country are all committed to the transition and are proactive in identifying needs, priorities, projects 
and key policies. 

Such domestic cohesion on energy transitions requires more inward-focused policymaking than in the 
past. However, it holds the potential to transform JETPs and other transition finance into a tool for 
action, rather than a distraction from low political will.

4.2. Transparency, accountability and the public 
Transition finance does not automatically ensure socioeconomic justice, with or without the label “just”. 
This applies to JETPs as well as other forms of transition finance. 

There are several critical questions to consider. Are developed countries and the industries that have 
benefited most from fossil fuels doing enough to facilitate global change? Are they taking the right 
approach by offering developing countries primarily commercial, debt-based financing for decarbonisation? 
And is transition finance in developing countries truly being used to support just and equitable causes? 

These concerns mirror the significant gaps between what is needed, what is promised and what is 
being delivered.

Transparency is essential to ensure that JETPs and other climate funds genuinely benefit societies. Like 
other forms of project finance, JETP funding can be undermined by a lack of transparency, conflicting 
interests and “elite capture”, whereby powerful groups divert funds for their own purposes rather 
than advance real solutions.101 Additionally, political repression of climate and environmental activists 
remains a serious issue in many countries, yet climate finance has done little to address this concern 
or provide safeguards.102 Here, there is much potential for climate finance to take a greater stance on 
ethics, as opposed to simply financing profit-making business.

Accountability is equally important for financing institutions and governments. Commercial loans, in 
particular, carry the risk of turning transition finance into a profit-driven business rather than a tool for 
meaningful change – similar to past cases where climate finance was used to fund environmentally 
harmful activities like deforestation.103 JETPs are not immune to such risks. The terms of lending must 
be adjusted to uphold agreed-upon social and environmental standards so that transition finance truly 
supports a just transition.

To build trust, transition finance mechanisms and the institutions managing them must commit to 
transparency and accountability. This includes clear data and information sharing, both with the global 
public and with citizens in recipient countries. While some may see this as an added layer of conditionality, 
finance meant to promote justice must, by definition, be held to higher standards than finance aimed at 
investor profit. Currently, there is no globally agreed ethical framework for transition finance or for the 
countries receiving it. Developing such a framework at the international level – one that also addresses 
issues like greenwashing – could help protect the credibility of transition finance and ensure it truly 
serves its intended purpose.
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4.3. Human rights principles as part of transition finance 
Energy transitions can only be just if they respect the rights of people, including those who have 
historically often been marginalised, such as Indigenous peoples, rural communities, low-income 
households and other local communities. A national energy transition can entail major and immediate 
consequences for these people, as developing new energy sources requires land as well as access to 
transition-linked raw materials. 

Like with any industry in the past, the expansion of transition-linked industries, energy technologies and 
related infrastructure will directly affect certain communities, often with a disproportionate impact on 
vulnerable groups. Yet those people and communities, like everyone else, possess fundamental rights 
enshrined in international law, notably human rights. This, too, must be considered a key condition in 
financing projects under the “just transition” label.

Human rights remain a difficult subject in many countries, as economic transitions can exacerbate social 
tensions and threaten entrenched interests. All this is in addition to the value many local communities 
and, in particular, Indigenous peoples can bring to the sustainable management of land and water 
resources that dates back millennia.

Transition finance could incentivise recipient countries to revise their legal and regulatory frameworks, as 
well as give visibility to domestic issues beyond the bankability of projects and the volume of emissions 
avoided by such transition projects. But to ensure people’s rights are respected, the financing institutions 
and foreign governments backing projects in developing countries, as well as private investors utilising 
transition finance, must proactively conduct due diligence, assess environmental and social impact, 
and provide transparent monitoring and grievance mechanisms. 

Project design and finance could specifically incorporate clear standards that protect Indigenous land 
rights, specifically safeguarding territories from exploitation or reallocation without local community 
consent. In addition, more funding could be dedicated to Indigenous-led resource management projects 
that uphold traditional practices and simultaneously emphasise sustainable land and energy use. 
Currently, Indigenous peoples receive only a negligible fraction of available climate finance.

Clearly, many transition projects hold the promise of generating vast benefits for communities and the 
planet, yet are unlikely to be bankable – which highlights the need for far more transition finance for 
communities, provided as grants or via microloans, rather than large-scale commercial or concessional 
loans traditionally associated with central governments and corporate businesses.

Transition finance could also contribute to a rights-based, and thus just, transition by coupling finance 
to credible commitments on human rights protection. This is a complex and sensitive subject, linked 
to such issues legal rights of protest and dissent, media oversight, the recognition and implementation 
of the Indigenous and Tribal Peoples Convention104 and the United Nations Declaration on the Rights 
of Indigenous Peoples, as well as to transparency and accountability in situations requiring free, prior 
and informed consent.

Transition finance mechanisms could strengthen ongoing work on such issues, similarly to the way 
the Article 6.4 Supervisory Body, responsible for creating the UN carbon market under the Paris 
Agreement, did in adopting standards and methodologies and greenhouse gas removals.105 The idea is 
to ensure that just transition finance does not encroach on human rights. Establishing working groups 
with local governments, trade unions, associations of micro-and small enterprises, local communities 
and other affected segments of society, as was done in South Africa’s Just Transition-related planning, 
could be an important step toward this goal.106
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4.4. Future areas of work on JETPs
This brief cannot cover every aspect of JETPs or capture all the lessons from current experience in 
depth. However, future research could explore additional questions that would be relevant to the 
broader climate finance community. This final section outlines key questions for further investigation.107 

Key topics related to JETPs include: 

1. Financial architecture and risk management

•	What specific financial instruments and structures work best for different types of JETP projects? 
Should it all be grants, or could other models provide a range of funding options?

•	How should countries balance their sovereign debt concerns with JETP financing?

•	What criteria used do private financiers use to evaluate JETP projects? 

•	Is private finance even compatible with a JETP?

2. Transition planning

•	How should countries aim to sequence their policy and regulatory reforms in relation to JETPs?

•	What institutional and governance structures have worked best in JETP implementation?

3. Regulatory frameworks 

•	Based on experience to date, what regulatory changes are needed to enable effective JETP 
implementation?

•	Which licensing and permitting frameworks work best for JETP projects?

4. Strengthening capacity

•	What does experience suggest about the specific technical and institutional capacity needed to 
implement JETPs?

•	How can countries quickly acquire the necessary regulatory expertise?

•	How can countries develop local technical expertise for project implementation?

5. Performance metrics and monitoring

•	Based on experience to date, which metrics should be used to evaluate JETP success or otherwise?

•	What has experience shown about how countries should track and report progress?

•	What monitoring and verification systems are needed?

•	How can countries ensure transparent implementation?

6. Co-ordination mechanisms

•	How specifically should different government agencies co-ordinate on JETP implementation?

•	What institutional structures work best for multi-stakeholder co-ordination?

•	How can countries ensure effective co-ordination between national and local governments?

•	Which mechanisms work best for donor co-ordination in a JETP?
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7. Managing social impact 

•	What kinds of programmes work best for worker (re-)training? 

•	Where are there good examples of retraining for an energy transition?

•	What mechanisms work best for community engagement?

•	How should compensation or redressal schemes be structured?

8. Developing the project pipeline

•	How can countries develop a robust pipeline of bankable JETP projects?

•	What project preparation facilities are needed?

•	How should projects be prioritised?

•	What procurement mechanisms work best?

9. Engaging the private sector

•	What specific incentives work best to attract private investment into JETP projects?

•	How should public-private partnerships be structured?

•	What are the best risk allocation frameworks that are compatible with just transitions?

•	How can the local private sector, including micro-, small and medium-sized enterprises, be enhanced 
to support and sustain JETP projects?

10. Implementation timelines 

•	How should countries phase their transition activities?

•	What timelines are realistic for different components of the transition?

•	How can implementation delays be managed?

•	Which critical activities may need special attention?

All these areas offer ample scope for future research, as well as for government and private sector 
planning to ensure a just and equitable energy transition in every country. 

4.5. The way forward
Informed planning is a prerequisite for successful transitions in all countries. Developed and developing 
countries equally need to rally social and political support for the transition to low-carbon energy systems. 

This makes the global energy transition both a challenge and an opportunity – a challenge, because it 
requires changing many of the ways we have been using and producing energy; and an opportunity, 
because better energy sources are available. So are the people and skills needed to reshape energy 
systems and economies everywhere. 

Transition finance mechanisms like the JETP could help achieve a fair and just energy transition globally. 
We must unlock that potential.
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International Network of 
Energy Transition Think Tanks  

INETTT
The International Network of Energy Transition 
Think Tanks (INETTT) is a group of independent, 
non-profit think tanks dedicated to working on 
energy transitions to achieve the climate goals of 
the Paris Agreement.

INETTT leverages the collective knowledge 
and expertise of its member think tanks from 
across the globe who carry out research and 
provide fact-based policy recommendations to 
accelerate energy transitions. At both national 
and international levels, INETTT offers a trusted 
dialogue space to share knowledge and skills, form 
strategic positions, and conduct research and 
policy advice on accelerating energy transitions 
towards climate neutrality.
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