Step 6: Solution
Design, Impact
Pathways, and
Theory of
Change

Step-by-Step Approach for Investment-Ready Proposals

Moving from Analysis to design

Translating problem, climate risks, and rationale into clear, structured, and innovative
interventions

This step answers the following questions:
*  What exactly will the project DO?
* How will it SOLVE the problem?
* What CHANGES will it create over time?
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Step 6: Solution Design, Impact Pathways, and

Theory of Change

How to Design a theory of change

(Risks define the challenge
* Barriers define what the
project must solve

\ Climate problem,
risks and barriers

* Underlying conditions
(often outside direct
control) that must be true
for ToC to work

(- Long term transformational
change; IF (What the
project will do), THEN (the
expected change),
BECAUSE (why it is
realistic)

Step-by-Step Approach for Investment-Ready Proposals

e Paradigm shift

— Define outcomes

* Changes the project aims
to achieve

« Focus is on results, not
activities or deliverables

(-Direct products/ services
delivered by the project

« Answers: What will the
project produce to enable
outcomes

P Define outputs

« Specific actions to
produce outputs

« Answers: what exactly will
be done, where, and from
whom?
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Activities — Outputs — Outcomes —— Impact

What the project will do What the project What changes as a Long-term
delivers result transformation
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Step 6: Solution Design, Impact Pathways, and
Theory of Change

Why this matters for Bankability

 Climate finance institutions scrutinize your ToC to understand: How
financial capital - Measurable climate impact

« A strong ToC proves:
»*Project is NOT just random good ideas
“It's a highly structured, logical, scalable intervention
s»Activities dismantle identified barriers
“*Results in verifiable climate outcomes




Step 6: Solution Design,
Impact Pathways, and
Theory of Change

Before moving to Step 7, check:

v'Is logical pathway from problem to impact unbroken and
clear?

v'Are all outcomes explicitly linked to measurable climate
results?

v'Does ToC demonstrate long-term system transformation
(paradigm shift), not just short-term outputs?

v'Are interventions aligned with MECE principle (no
overlap, fully complete)?

v'Are assumptions realistic and clearly connected to
pathway's success?

Step-by-Step Approach for Investment-Ready Proposals




