SCALED | Scaling Capital for Sustainable Development

Institutionalised standardisation to mobilise private finance at scale

SCALED, formerly known as the Hamburg Sustainability Platform (HSP), was initiated by the
Governments of Canada, Denmark, France, Germany, South Africa and the United Kingdom, the
private investors Allianz SE and La Caisse, and the OECD in October 2024 at the first Hamburg
Sustainability Conference (HSC). AXA SA and Zurich Insurance Group have joined since then.

SCALED is a multi-stakeholder initiative with the aim to mobilise large-scale private investment as a
contribution to closing the SDG financing gap in emerging markets and developing economies
(EMDEs). SCALED foresees the creation of an entity which shall streamline and scale the development
and management of blended finance vehicles in close cooperation with public investors and private
asset owners, thereby alleviating key bottlenecks in the existing blended finance landscape.

Motivation

Mobilisation of private capital for sustainable
investment in EMDEs has fallen short of
expectations. Particularly in the context of
blended finance, where public capital is used to
de-risk and leverage private capital, the
necessary scaling is largely not taking place.
Private investors cite the need to increase
simplicity, efficiency, speed, and volume to scale
blended finance transactions.

Challenges faced by blended finance
participants

Blended finance vehicles tend to be complex and
customised, which makes them cumbersome to
set up, replicate, and scale. The time required to
set up vehicles often spans several years. At the
time vehicles are finalised, the market context
may have changed. These conditions reduce their
attractiveness to private investors and hinder the
development of a diversified and liquid market.

Across key stakeholders, the use of language and
target setting is very specific for their type of
organisation. In addition, the dialogue between
stakeholders tends to happen too late, leading to
non-value-creating iterative loops, lack of
predictability, and eventually the long lead times
currently observed in the development of new
blended finance vehicles.

Moreover, specific challenges of key stakeholder
groups include:

Public/catalytic investors (governments, DFls,
philanthropies) face difficulties in maximising the
catalytic potential of their concessional capital,
which is needed to create the desired scale and
impact. Different budget cycles and available
types of concessional capital limit paths for
international cooperation.

Private/commercial investors (i.e., asset owners)
encounter a limited availability of attractive
blended finance vehicles: vehicles are often too
diverse, hard to compare, and lack scale to pay
off the due diligence effort for large-scale
investors.

Asset (e.g., fund) managers play a crucial role by
linking the capital with attractive investment
opportunities. Asset managers may lack the
networks and capacities to access large-scale
catalytic and/or commercial capital and are not
necessarily familiar with the latter’s regulatory
context. This high complexity additionally
constitutes an entry barrier for asset managers.

Vision
SCALED shall overcome structural challenges of
blended finance and unleash its full potential to

mobilise large-scale public and private capital for
SDG investment.

Mission and Approach

SCALED applies a novel approach to address the
before-mentioned challenges: it will establish a
pure play entity dedicated to streamlining the
entire development and management process of
public-private cooperation for blended finance
transactions, especially  targeting large
institutional investors.

The entity is foreseen to (a) virtually pool required
private and public capital (soft commitments), (b)
make use of standardised, pre-configured
vehicles, contracts, and reporting, (c) actively
facilitate faster and larger first closings of
vehicles, for which then (d) adequate managers
will be identified who shall manage the
investments on the ground and continue to raise
funds for the new structures.
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Its holistic and modular approach along the entire
blended finance development process makes
SCALED a unique initiative. It will strategically
connect with existing actors and initiatives in the
blended finance space.

Value Creation of SCALED

Key features of SCALED include (i) early public-
private target setting and overall private-sector
orientation, (ii) standardisation combined with (iii)
modularity to allow for sufficient flexibility, and
(iv) an active matchmaking and negotiating role
towards final closings of vehicles.

By reducing complexity up- and downstream,
SCALED reduces transaction costs, while
enhancing simplicity, efficiency, and speed of the
process of setting up blended finance structures,
making the latter more attractive to all
participants and creating the basis for easier
replicability and scaling.

Thus, SCALED will enable more and large-scale
private capital mobilisation and increased
volumes of sustainable investment, thereby
contributing to closing the SDG financing gap.

SCALED generates a quadruple win for:

Public/catalytic investors: Efficiently allocated
catalytic capital — linked to harmonised impact
requirements — is matched with commercial
capital at increasing scale and leverage,
generating enhanced SDG impact.

Private/commercial  investors:  Predictable,
institutionalised, and standardised structures
and processes allow for a systematic
assessment of blended finance opportunities,
creating the basis for increased commitment to
develop the markets of the future. SCALED will
also ease the dialogue and early matching of
targets with catalytic investors, which will make
the timeline more predictable.

MDBs and DFls: SCALED will be a new
institutionalised partner which allows DFls and
MDBs to find new and increased private sources
of capital, as well as easier ways to blend with
other sources of concessional capital. Given its
partnership with committed private investors,
SCALED shall be a go-to entity for new and
innovative large-scale initiatives which need
private capital investment.

Asset managers will be provided with
standardised/pre-configured, de-risked, and
(partially) funded investment vehicles which do

not require several years to build. As more large-
scale capital becomes available and its access
more transparent, asset managers can build
investable pipelines more systemically.

Thus, the pie of sustainable investment
opportunities shall get bigger for all stakeholders.

What do we mean by institutionalised
standardisation as a unique feature of
SCALED?

Standardisation in the context of blended finance
includes the harmonisation and simplification of
structures, instruments, and processes, e.g., in
the areas of capital structures, requirements for
the provision of public capital, impact
measurement, and reporting. Standardisation
allows for an acceleration of procedures and is
therefore seen as a decisive step towards scaling
private investment.

SCALED offers a mechanism that exploits the
efficiency gains from standardisation for the
benefit of involved blended finance participants.
It will cooperate with existing initiatives, including
such on standardisation, and make use of best
practice to build a modular set of standard
vehicles which shall subsequently be replicated.

Way forward

A dedicated team of experts from public and
private SCALED members and a lean project
management structure have been set up to
materialise the vision of the initiative.

Alikely scenario for SCALED to fulfil its mission is
the setup of a separate legal entity. The entity will
work out a global investment strategy and
prepare the launch of a series of investment
vehicles as well as a set of applied standards and
guidelines which can be replicated.

SCALED will initiate with a focus on those types
of assets and vehicles in the blended finance
space that are capable of crowding in large
international institutional investors at scale.
SCALED plans to launch its first vehicle soon
after its setup.

Depending on private and public funding
commitments, SCALED can leverage a total fund
volume of USD 15 billion and more over the next
10 years (assuming a leverage ratio of 1:5 to
1:10), launching multiple vehicles per year.

For more information, visit:
www.scaledevelopment.org
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