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EXPORTS WITHOUT EMISSIONS?
TOWARDS FOSSIL-FREE, NET-ZERO TRADE PROMOTION

Lukas Schlogl, David Pfaffenbichler and Werner Raza

The relationship between export finance and climate
policy is growing in importance.! Export finance refers
to the financial services and products provided to fa-
cilitate international trade. A key player in this domain
is the Export Credit Agency (ECA), a government or
quasi-governmental institution that offers financial assis-
tance in the form of guarantees, insurance, and loans to
domestic companies involved in international trade. The
primary role of ECAs is to mitigate the commercial and
political risks associated with exporting. By mitigating
these risks, ECAs enhance the confidence of domestic
companies to engage in international markets, particu-
larly in higher-risk regions.

ECAs typically operate under mandates that aim to sup-
port national economic growth, job creation, and the
advancement of strategic sectors. Export finance has its
roots in the early 20th century, with the establishment
of the first ECAs following World War . The institutions
were created to stabilize economies and promote inter-
national trade during periods of economic uncertainty.
The United Kingdom established its Export Credits
Guarantee Department (now UK Export Finance), in
1919, setting a precedent for many nations.

The legal and regulatory environment of export finance
is shaped by a web of international agreements, national
regulations, and industry standards designed to pro-
mote fair competition, transparency, and sustainability in
global trade. Central to this environment is the Arrange-
ment on Officially Supported Export Credits (commonly
referred to as the ‘Arrangement’), a framework estab-
lished in 1978 by the OECD. The Arrangement sets
forth guidelines for the terms and conditions of officially
supported export credits, including minimum interest
rates, maximum repayment terms, and the management
of credit risks.

The OECD Arrangement has evolved since its incep-
tion and has adapted to changes in the global economic
landscape and addressing emerging issues such as
environmental sustainability and market stability. Recent

updates to the Arrangement have included provisions
to phase out support for unabated coal-fired power
plants and to promote financing for renewable energy
projects, reflecting a growing emphasis on aligning ex-
port credit practices with climate goals. The so-called
‘modernization’ package includes enhanced support for
green projects, with more favourable financial conditions
for projects in renewable energy, clean technology, and
sustainable infrastructure. The Climate Change Sector
Understanding (CCSU) has been integrated into the
Arrangement. The CCSU provides specific guidelines
for ECAs to follow when assessing and supporting
climate-related projects. Transparency and reporting
requirements have been improved. The modernization
enhances transparency mandates, requiring more de-
tailed reporting on the environmental and social impacts
of financed projects.

Beyond the OECD, other important players in the
regulation of export finance include the Berne Union, an
international association of export credit and investment
insurers. Established in 1934, the Berne Union provides
a forum for its members to exchange information, de-
velop best practices, and promote sound principles in
the provision of export credit insurance and investment
protection. The Berne Union’s guidelines and standards
complement those of the OECD Arrangement.

The international regulatory environment is generally
influenced by broader economic and political trends,
such as the push for greater environmental sustainability
and the integration of social responsibility into trade fi-
nance. A particularly notable initiative is the EU Council
Conclusion 7101/22 from 15 March 2022, which un-
derscores the European Union's resolve to modernize
export finance regulations to better align with the Paris
Agreement and the European Green Deal. The conclu-
sion calls for a review and overhaul of the policies and
practices of ECAs within the EU to promote a transi-
tion towards a low-carbon economy. Further, it calls for
enhanced transparency and accountability in the opera-
tions of ECAs.




The EU Council Conclusion highlights several priorities
for reform. First, it emphasizes the need to phase out
financial support for fossil fuel projects and to prioritize
renewable energy and green technologies.

In paragraph 11, the conclusion specifically

“calls on the Commission to launch a discussion
with the Participants to the OECD Arrangement
in order to reach an agreement on ending official-
ly supported export credits for projects in the fos-
sil fuel energy sector, beyond coal and including
oil and natural gas projects, unless in limited and
clearly defined circumstances that are consistent
with a 1.5°C warming limit and the goals of the Pa-
ris Agreement.”

In paragraph 12, the Council Conclusion further

s,announces the intention hereby by the Member
States to determine by the end of 2023 in their na-
tional policies their own science-based deadlines
for ending officially supported export credits to
fossil fuel energy sector projects [up-, down- and
midstream] , unless in limited and clearly defined
circumstances that are consistent with a 1.5°C war-
ming limit and the goals of the Paris Agreement.”

A pertaining footnote specifies that the conclusion
refers to “projects of exploration, production, trans-
portation, storage, refining, distribution of coal, cru-
de oil, natural gas, and unabated power generation.”

Although the OECD Arrangement has, indeed, been
‘modernised’ since that time, the reforms in 2023
stopped short of a ban of fossil-sector projects. Instead,
the scope for climate-friendly projects was extended by
broadening the categories of projects eligible for longer
repayment terms under the Climate Change Sector
Understanding and reduced minimum premium rates for
such projects. EU members have, however, pushed the
agenda forward unilaterally.
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THE FOSSIL PHASE OUT IN COMPARISON

Figure E provides an overview of the phase-out policies
of EU countries regarding fossil fuel support following
the 2022 Council Conclusion. Our overview partly repro-
duces the approach of a fossil fuel phase-out tracker by
Marius Troost, issued by Counter Balance, Both Ends,
and Oil Change International with minor adaptations and
revisions. We independently sourced the information
from national exit plans and statements of relevant minis-
tries (see Schlégl et al. 2024b for details).

Most Western European countries have established
timely phase-out policies. Some countries, such as Bul-
garia, Estonia, Hungary, Lithuania, Poland, and Portugal,
have not presented an exit strategy but claim to have
no national fossil energy support; these countries are
left blank in the table. Conversely, Croatia, the Czech
Republic, Greece and Latvia have neither published
their exit strategies nor otherwise indicated if or when
to end support to fossils-sector projects. Compared to
European peers with public policies in place, Slovakia,
Slovenia and Romania have very lenient timelines. ltaly
is a special case, planning to phase out oil by 2028
(distribution) and still undecided on a specific date for
gas. Germany permits gas projects until 2025 in indus-
trialized countries and 2029 in developing countries.

Many states have incorporated exemptions into their
energy policies. Figure E also provides an overview
of the quantity of these, based on national exit plans.
Austria and Belgium envisage the most comprehensive
coal-related exemptions among their peers. These en-
compass: National energy and resource security, Geo-
strategic interests, Carbon capture technologies, Dual
usage applications, Metallurgical coal refining, Safety,
health, social, and environmental performance improve-
ments (without extending lifespan), decommissioning
or conversion to renewables. While the latter exemp-
tions are generally uncontroversial, the former present
potentially significant loopholes due to their ambiguous
nature. Of particular concern is the lack of clarity sur-
rounding who determines overriding geostrategic or en-
ergy security interests and under what circumstances.
Further, while carbon capture and green hydrogen may
contribute to decarbonization efforts, these emerging
technologies become problematic when project financ-
ing is permitted based on the premise of infrastructure
‘readiness’ for dual usage, even if plans may in fact be
largely powered by conventional fossil sources.
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Figure E: The fossil phase out in export promotion: exemptions and deadlines in comparison
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THE CASE OF SWEDEN

Sweden has a highly competitive economy which is
based strongly on trade. Exports make up at least half of
GDP for both countries and export structures of the two
countries are generally comparable. In Sweden nowa-
days, the export of manufactured commodities prevails
with machinery, vehicles, mineral fuels, electrical machin-
ery and equipment, pharmaceuticals, paper, iron and
steel, plastics, wood and fish among the largest sectors.

Sweden describes its approach in export finance to-
wards projects with a negative climate impact as “restric-
tive”. It categorically provides no new support to up- and
midstream fossil projects and only supports downstream
fossil projects in very limited cases where substantial en-
vironmental or safety improvement are achieved or there
is a “documented and realistic” transition plan towards
the 1.5°C Paris goal. Sweden's ECAs occupy a lead-
ing role in both terms of sustainability and transparency.
Public export finance and insurance business in Sweden

is shared between two national export credit agencies,
SEK (Swedish Export Credit Corporation) and EKN
(Swedish National Export Credit Agency), with the for-
mer providing financing and the latter guarantees. EKN
and SEK follow the standard international regulatory
guidelines but also have strict policies on phasing out
fossil fuels. Sweden also takes a stance on evaluating
other potentially high-emission projects. Though still in a
pilot phase, the country has implemented a methodology
which goes beyond the fossil sector to assess the Paris
alignment of all new projects (lending and guarantees).
It is aimed as a tool to categorize new projects. For an
overview of Climate-related policies in officially support-
ed Swedish export finance, see Schmidt at al. (2024).

Overall, Sweden differentiates between three steps,
namely (i) mitigation, (i) adaption and (iii) a carbon lock-
in test, for classifying new projects. The method is based
on multiple principles and methodologies, including
Paris alignment, the EU taxonomy, and the credibility of
transition plans and focuses on the final usage of export




goods. Based on these, projects then are either classi-
fied as “achieving”, “aligned with", “aligning towards” or
“not aligned with"” the Paris Agreement. Projects must
generally provide emission data, which are then plotted
on a decarbonization curve, allowing for a categorization
and giving the agency at least a tentative understanding

of its aggregate carbon footprint.

Mind that not only emissions are a factor in this assess-
ment but also the creation of dependencies on fossil fuels
(see also Seto et al. (2016) for approaches to assessing
carbon lock-in risk). An example of an ‘unaligned’ project
outside the fossil sector would, for instance, be an un-
electrified railway project without transition plan. While
EKN's methodology does not aim to automatically reject
such unaligned projects, it is a first step to gather bet-
ter data and a complete overview of the Swedish ECAs’
portfolio. The methodology is currently in a pilot phase
and may undergo revisions in the future. It is planned that
emissions-intensive projects may be offset by negative-
emissions projects (see the end of this Chapter for con-
siderations regarding the net-zero approach).

Another innovative and noteworthy instrument is the
implementation of a scientific climate council, which acts
as an advisory expert body to EKN. Currently, it includes
four scientists from the sphere of climate and energy
who counsel several times a year. The ultimate goal is to
achieve a pathway to navigate Swedish exports in line with
the Paris Agreement. While it is important to get expertise
from this field into the export industry, it is also relevant
for scientists to get involved in the export industry and to
get a feeling for the national economic composition and
ongoing discussions. EKN thus describes this tool as a
positive learning experience on all accounts. The consul-
tation of science fosters a constructive dialogue on how
to achieve a sustainable transformation while promoting
export interests. For details regarding the composition
and mandate of the Council see SEK (2024).

Sweden embraces the economic potential of a climate-
aware standing. By becoming a pioneer in this regard, it
aims to consolidate its economic influence and compara-
tive advantages, including the space of exports. One ini-
tiative to underline this approach is Fossil Free Sweden,
which aims to “increase the pace of the climate transi-
tion” with the goal “to build a strong industrial sector and
to create more jobs and export opportunities by going
fossil free” (Fossilfritt Sverige 2024). At its core lies the
goal of achieving a fossil-fuel-free society by 2045. The

OSTERREICHISCHE ENTWICKLUNGSPOLITIK 2024. HIGH AMBITIONS, LOW EMISSIONS? EUROPE’'S GREEN INDUSTRIAL POLICY AND THE GLOBAL SOUTH

initiative, launched by the Swedish government in 2015,
has brought together a diverse array of stakeholders,
including businesses, municipalities, regions, and organi-
zations, united by a shared vision for a sustainable future.
Consider the vision of Fossil Free Sweden, according to
which

“Sweden should be the country that companies
and other countries go to when they want to buy or
develop fossil free systems. This benefits the busi-
ness sector and exports, which thereby contribute
to enhancing well-being at home while contributing
to emission reductions globally. By taking a lead
and showing how this promotes the country’s own
interests, we can also inspire others to follow suit.
(..) This strategy has meant that the climate issue in
Sweden has therefore gone from being environment
policy to having more to do with enterprise and ex-
port policy.” (ibid.)

The initiative is led by a national coordinator and iden-
tifies both obstacles and opportunities that lie ahead
in the transition to a fossil-free economy. By analysing
these factors, Fossil Free Sweden formulates policy
proposals that are presented to the government. This
dialogue fosters a spirit of cooperation, enabling the
identification of common ground and the development
of strategies to accelerate the nation’s progress towards
a fossil-free future. The initiative has engaged 22 busi-
ness sectors in the creation of roadmaps for achieving
fossil-free competitiveness which are intended to serve
as blueprints for sustainable operations, outlining spe-
cific commitments, identifying potential challenges, and
proposing solutions.

THE CASE OF GERMANY

Germany is not only the largest economy within Europe,
but also an economy characterized by an exceptionally
high export orientation (BPB 2024). In 2022, goods
exports exceed 1.5 billion euros, making Germany
the world's third-largest exporter. It has maintained
a positive trade balance since 1952, with an almost
continuous growth trend since 1980 and approximately
one out of four jobs depending on export activities. lts
most important trading partners are other EU member
states. Outside the EU, the USA, China, and Asia are
important. In 2015, the majority of German export goods
consisted of four sectors: motor vehicles and parts, ma-



chines, chemical products, and data processing equip-
ment, electronic and optical products — these groups
combined make up over half of all exports. The German
economy currently faces challenges with globalization
and digital change requiring constant adaptation. Ad-
ditionally, Germany faces a high dependency on energy
and raw material imports and China’'s economic rise
along with competition from the US poses a challenge
to its export-oriented economy.

Germany has introduced a climate policy sector guide-
lines for export credit guarantees (‘Klimapolitische Sek-
torleitlinien fiir Exportkreditgarantien’). These guidelines
aim to promote innovation and climate-friendly technolo-
gies, as well as support to the export of green technolo-
gies abroad. They cover energy, industry, and transport.
The sector guidelines define three categories: (i) a green
category for high-priority (green) technologies, (i) a white
category for products that do not make a significant con-
tribution to the Paris climate goals, and (iii) a red category
for products that can no longer be covered by export
credit guarantees. For green category transactions, it is
planned, among other things, to increase the coverage
ratio for financial credit cover for economic and political
risks from 95 % to 98 %. In the energy sector, the sector
guidelines set rules for phasing out fossil fuel subsidies.
There are relatively narrowly defined exceptions under
which an export credit guarantee may still be granted and
mainly concern the gas sector. In the industrial sector,
the production of iron, steel, and aluminium is oriented
as far as possible towards the EU Taxonomy Regulation
both with regard to positive and negative incentives. In
the transport sector, international emission standards are
implemented in civil shipping; in this sector, as well as in
civil aviation, the switch to climate-friendly drive systems
is particularly supported.

The Sektorleitlinie started with a consultation phase in
July 2023. An online questionnaire was available from
this time on and comments could be submitted until the
end of August. In addition, a webinar was held to explain
the new sector guidelines and a roundtable discussion.
The consultation primarily addressed trade associations,
unions, and NG Os, but comments from other stakehold-
ers were possible. The draft sector guidelines were then
coordinated and approved by the Interministerial Com-
mittee and the Federal Chancellery. The Interministerial
Committee for Export Credit Guarantees is the German
government body responsible for deciding on coverage
policy and applications for export credit guarantees for
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export transactions. In addition to the Federal Ministry
of Economic Affairs and Climate Action, the committee
included the Federal Ministry of Finance, the Federal
Foreign Office, and the Federal Ministry for Economic
Cooperation and Development. The resulting strategy is
compromise product and is arguably the strategy with
the highest degree of complexity among EU members. It
is leaky in some respects, especially with regards to gas,
but has fewer and less far-ranging exemptions with re-
gard to oil and coal than, for instance, Austria’s strategy.

Alongside the “Sektorleitlinie”, Germany has devised a
methodology for quantifying the GHG (Greenhouse
Gas) emissions of projects covered by export credit
guarantees, known as Hermes guarantees, and for in-
vestment guarantees provided by PwC (for details, see
Euler Hermes, 2024; PwC 2024). The methodologies
are part of a national strategy to align export credit port-
folios with the 1.5°C Paris goal and are based on the
Partnership for Carbon Accounting Financials (PCAF)
standards, modified for application to Germany's export
credit portfolio (PCAF 2024).

The calculation of GHG emissions of export guarantees
within this system relies on Germany's proportional
financial involvement in each project. Specifically, emis-
sions are attributed according to Germany’s share of
the financial risk or compensation liability, which repre-
sents its relative exposure to the total project financing.
The calculation covers the three emission categories
defined by the Greenhouse Gas Protocol: direct emis-
sions (Scope 1), indirect emissions from purchased
energy (Scope 2), and, where feasible, upstream and
downstream indirect emissions (Scope 3). Scope 3
emissions include those related to supply chain ac-
tivities when relevant data and emissions factors are
available. Additional downstream Scope 3 emissions
— emissions from fossil fuel processing, transport, or
end-use combustion — are included for projects in the
fossil fuel sector. In cases where sector-specific data
or project-specific emissions data are not available,
estimates are made based on emissions factors.

For projects in the renewable energy sector, Germany's
methodology also allows for the calculation of “avoided
emissions”. This term refers to the emissions hypotheti-
cally saved through the displacement of fossil fuel-based
energy with renewable energy. Avoided emissions are
calculated separately and represent the potential reduc-
tion in GHG emissions had the energy produced by the




renewable project replaced fossil energy sources. The
approach provides a clearer picture of the GHG impact
of renewables but treats these as supplementary to the
direct emissions data.

To establish a baseline for tracking emissions reductions,
the carbon footprint for Germany'’s export credit guaran-
tees was first calculated in 2022. The baseline serves
as a reference for future assessments, enabling year-on-
year comparisons and evaluating the climate strategy’s
efficacy. Emissions intensity — measured by the ratio of
emissions to financial exposure — is used as an additional
metric. In 2023, emissions intensity saw a reduction, sug-
gesting incremental progress, although absolute emis-
sions are still significantly influenced by projects in the
fossil fuel sector. This sector alone contributed 55 % of
the portfolio’s emissions in 2023, a slight decrease from
the prior year. Germany's calculations also show that
almost half the emissions associated with guarantee in-
struments are not attributable to the fossil energy sector.

Data quality is a certain caveat, with emissions data
quality classified on a scale from 1 to 5, as outlined in
the PCAF standards. A score of 1 represents verified,
high-quality emissions data, while a score of 5 indicates
estimates derived from emissions factors. The quality
of the data used in calculating Scope 1 and Scope 2
emissions for Germany's export credit portfolio in 2023
averaged a PCAF score of 3.6, reflecting a mix of verified
data and estimates. It should be noted that there is no
granular reporting on project-level GHG, emissions data
with the exception of certain A projects, where ESIAs
(Environmental and Social Impact Assessments) exist.

Overall, Germany's approach to quantifying GHG emis-
sions associated with export guarantees can be consid-
ered ambitious and uses state-of-the art standards. The
methodological design generally takes a conservative
approach to emissions estimates, often selecting higher
emissions factors in cases of ambiguity to avoid under-
estimating the portfolio’s carbon footprint. For example,
if the type of coal used in a supported power plant is
unspecified, the emissions factor for lignite (which has
a higher carbon intensity than other types of coal) is
applied. Additionally, the methodology does not differ-
entiate between emissions from the construction and
operational phases of a project; instead, it assumes full
operational emissions from the outset of coverage. These
conservative assumptions are in place to ensure that the
portfolio’s carbon footprint is not underestimated.
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For 2023, Germany estimates the financed emissions
via export guarantees at 30 million tons of CO,e. This is
a significant quantity and amounts to about half of Aus-
tria’s total CO, emissions, depending on the source of
the estimate. It should be noted, though, that Germany’s
estimates are primarily intended to monitor its internal
climate strategy and calculations may not be directly
comparable with emissions data from other entities,
including other ECAs. As such, the results reflect the
specific conditions of Germany’s export credit system
and the unique climate strategy it employs.

Perhaps most debatable in Germany's approach is that,
in line with PCAF standards, emissions are attributed
to guarantees proportional to the degree of financial
involvement. In practice, this means that only initially
100 % of emissions associated with an export guarantee
are counted but, with increasing repayment, gradually
fewer emissions get counted. No further emissions are
taken into account once a project has been fully paid
down - regardless of whether GHGs still occur. This is a
significant normative decision. It could be argued that a
financier should own the lifetime emissions of a project it
provides funding or insurance for and the speed at which
a project is repaid cannot be a relevant yardstick.

Putting these methodological questions to the side,
Germany's quantification approach sets a robust frame-
work for monitoring and evaluating Germany's export
credit guarantee portfolio’s climate impact, with the aim
of achieving net-zero emissions by 2045 for projects in
advanced economies and by 2050 for projects in devel-
oping and emerging economies. Though some method-
ological choices may remain debatable and the strategy
currently lacks a clear reduction path, CO, accounting
ends Germany's blind flight in export finance vis-a-vis net
zero and provides a radar towards that goal.

THE PATHWAY TOWARDS NET-ZERO -
SOME POLICY PROPOSALS

In light of the sketched approaches and initiatives, what
is a plausible way towards a climate-friendly export pro-
motion regime aligned with the Paris Goals”? A variety of
tools and blueprints from industry leaders, some specifi-
cally developed for ECAs, are available — from the GHG
Protocol, the Partnership for Carbon Accounting Finan-
cials (PCAF), the Net Zero Investment Framework (NZIF)
to the EU’s Sustainable Finance Framework (including



the Taxonomy for sustainable activities). In addition,
several ECAs and public banks have developed policies
and due diligence approaches specifically addressed
at climate change including EIB (European Investment
Bank), Euler Hermes and KfW (Kredianstalt fiir Wiede-
raufbau) to the methodology of Perspectives Climate
Research (for a review of ECA climate change policies
see Shishlov et al. 2020).

Exemplarily, the European Investment Bank implemented
a carbon footprinting methodology in 2023 (for details,
see EIB 2023). The goal of the EIB methodology is to
estimate both the direct emissions they cause and the
potential emission reductions they might achieve. The
information is published in project data sheets and
sustainability reports. Only projects above a certain
threshold undergo assessment, i.e. absolute or relative
emissions exceeding 20.000 tonnes CO,e a year. In the
EIB methodology, a project’s absolute and relative emis-
sions are calculated by establishing project boundaries
and assigning emissions to the three scopes of the GHG
Protocol: (i) scope 1 (i.e. direct emissions arising in the
project itself such as from combustion of fuels), (i) scope
2 (i.e. indirect emissions from energy such as from the
purchase of electricity) and (iii) scope 3 (i.e. other indi-
rect emissions such as from the extraction of raw materi-
als or the transport of goods). EIB calculates absolute
emissions even if they only partially finance the project.

In its accounting approach, EIB sets project boundaries:
So-called ‘absolute’ emissions represent the total emis-
sions of the project in a typical year of operation. They are
calculated using activity data (e.g., fuel used) and emis-
sion factors. ‘Relative’ emissions represent the change
in emissions compared to a baseline scenario where the
project is not built. Relative emissions are thus a measure
of what emissions were avoided due to the project: for
instance, by choosing a less emissions-intensive over
a more emissions-intensive technology. The EIB meth-
odology thus enables a relatively transparent and fair
assessment of the environmental impacts of investment
projects, although the relative emissions approach can
rest on debatable hypothetical assumptions and should
not be the main benchmark.

ECAs wishing to decarbonise their portfolio will need
to adopt approaches such as these, going beyond the
phase out of fossil-sector projects. This is particularly rel-
evant to ECAs which have low exposure to the fossil-fuel
sector but higher exposure to energy-intensive heavy in-
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dustries such as, for instance, Austria’s OeKB. In its due
diligence guidelines for climate change, the Canadian
export promotion agency, EDC, has identified a range of
carbon intensive sectors that are associated with at least
500.000 t CO, e per year. It includes airlines, cement
manufacturing, metals smelting and processing, petro-
chemical and chemical manufacturing (including fertilizer
production), thermal power generation and upstream oil
and gas operations (EDC 2019). For industrial export-
ers, it is arguably the highly energy-intensive steel sector
which remains the biggest challenge going forward.

Adopting a net zero perspective, the GHG footprint
of the officially supported export portfolio needs to be
considered not only at different scopes of emissions but
also at different time horizons. For the part of the global
economy supported by official export finance to reach
GHG neutrality by a set date date, commitments to new
net-emitting projects have to end considerably earlier. A
gas infrastructure project agreed in 2029 will only be-
come operational several years later and will continue to
emit well beyond 2040. A financier thus has to factor in
future lifetime emissions of projects at the time of the
funding decision.

From this consideration it follows that the phase out of
new fossil projects is a necessary but not a sufficient step
towards net zero. A cut-off in the future requires that an
emissions trajectory be backcasted to the present. Such
a model would then inform funding decisions ahead of
time. The deadline for a funding stop of net-emitting
projects implied by the future target also depends on the
speed and scale of phasing in net-absorbing projects,
which themselves may have lead time to factor in. In
sum, a net zero strategy requires a back-casted model
specifying, based on cautious assumptions, a shrinking
GHG budget to be spent over time which provides the
emission guard rails. Without such a model, a financier
operates in ‘blind flight’ vis-a-vis the net zero destination
and will risk missing it.

A key step towards Paris-aligned export finance is the
integration of GHG emission assessment methodolo-
gies into the due diligence processes. This enables the
financing institution to evaluate the potential environ-
mental impact of projects before financing decisions are
made. In addition to GHG assessment, the institution
should begin to adopt a net-zero accounting framework
to track its progress towards a carbon-neutral future
and consider carbon offsets. The framework should en-




compass both direct and indirect emissions associated
with the total officially supported portfolio of a country's
export promotion system. Further, the responsible institu-
tion should develop a transition pathway to achieve net-
zero emissions, outlining concrete targets and strategies
regarding its portfolio's exposure to emission-intensive
projects on the one hand and emission-reducing projects
on the other hand.

For projects that cannot (yet) be fully decarbonized,
institutions need to consider implementing sustainable
compensation mechanisms. This may involve (i) support-
ing the development of carbon capture and storage tech-
nologies which sequester GHG from the atmosphere
and either store the remaining pollutants geologically or
bring them towards a sustainable form of reuse. It could
also mean (i) investing in gold-standard, sustainable car-
bon offset projects which have an independently proven
net-negative GHG footprint such as reforestation. Either
avenue would need to be pursued additionally to the ex-
isting portfolio and with a degree of caution and proper
due diligence.

GHG removal measures and related green technology
are clearly no ‘carte blanche’ to offset the consequences
of fossil-fuel projects (or a critical discussion see Brad
et al. 2024; see also Jiager & Schmidt 2020). These
routes are limited and transitory instruments to balance
out residual emissions from hard-to-abate projects and
reflect a growing consensus among experts that CO,
removal from the atmosphere is inevitable to stay within
the Paris Agreement temperature limit (Kemfert et al.
2022: Smith et al. 2024). It should be noted that there
remains justified doubt about many offset projects, as
currently practiced, which cannot always guarantee to be
economical, durable, sustainable and whose potential of
GHG removal may be overstated or unspecific. Expecta-
tions both about capture and offsetting strategies should
thus remain cautious and are no excuse for delaying ac-
tion on phasing out polluting activities. Further, decisions
and assumptions about carbon removal should be made
transparent and be open to public and scientific scrutiny.

Finally, a proactive approach to identifying and promoting
sustainable projects is required. This involves collabora-
tion with relevant ministries, social partners, and indus-
try experts to gather evidence on negative emissions
projects and identify areas with high potential for export
incentives. Renewable technology will help avoid emis-
sions but a net-zero portfolio requires so-called “carbon
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sinks” which sustainably remove GHGs from the atmo-
sphere via activities like afforestation, reforestation, wet-
land restoration, wooden buildings or geologic/ocean
storage. In addition to attractive terms, a proactive role
in providing technical assistance and consulting services
to help businesses transition to lower-carbon operations,
nurturing sustainable export business ideas and scaling
up renewable projects should be considered.
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