Local Green Enterprises
Global Annual Meeting
4-6 February 2020
New Delhi, India

Financing Local Green Enterprises
Thematic Session Note
6 February 2020

Day III - Building Synergy

Context
India has accepted its role as a frontrunner in achieving the 2030 Agenda for Sustainable Development. One
set of institutions that can help achieve this transformation are green micro and small enterprises. MSEs
contribute to 45% of India’s manufacturing output, and employ close to 40% of India's workforce. These are
expected to grow at 10% per annum, signiﬁcantly contributing to employment generation, while delivering
multiplier eﬀects on economic resilience and social well-being. The last decade has also witnessed the
emergence of diverse, inclusive and green business models that have not only successfully reinforced the
triple bottom line, but also demonstrated their business potential. However, these businesses, especially
green MSEs, are inhibited in their set up and scale up owing to the lack of readily available commercial
ﬁnance.
Financial institutions and banks are unable to secure ﬁnancial sustainability on these owing to uncertainty
related to policy changes and externalities, asymmetric and limited information, and limited regulatory
guidance. For instance, ﬂy ash brick production units promoting greening of the construction sector currently
form 12% of the brick production in India. Increasing dialogue with stakeholders and literature continues to
indicate that MSEs remain underserviced. According to the International Finance Corporation (2012), only
5% of enterprises have access to formal ﬁnance.
MSMEs have been contributing signiﬁcantly to expansion of the entrepreneurial base through business
innovations. There are over 60,000 products ranging from traditional to high-tech items, which are being
manufactured by the MSMEs in India. Green ﬁnance has the potential to support small holder farmers,
organic agriculture, green construction alternatives, green and clean renewable energy, enhancing resource
eﬃciency and waste management in manufacturing processes. While there are initiatives by banks for large
businesses and blended ﬁnancing models that have been successful in few pockets in the recent past, no
major breakthrough for mainstreaming green ﬁnance for MSEs has been achieved in the country.
The session aims to delve deeper into this narrative and hopes to address the following key aspects through
dialogue with key stakeholders:
• Financing instruments to reduce costs and (perceived) risks of servicing green enterprises
• Enabling a policy ecosystem for banks to undertake ﬁnancing of green micro enterprises through
co-designing models and instruments as per the demands of green businesses and needs of bank
The session will review best practices and current regulations in the country, and provide an insight to
possible pathways that banks and governments can take up – in terms of newer frameworks, regulations and
loan criteria – such that the ecosystem for Local Green Enterprises (LGEs) is enhanced and strengthened in
the country.

Expected Participants
• Private commercial banks
• Banking CSR foundations
• Government bodies and regulators
• Social Entrepreneurs
• Development Finance Institutions

