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ABSTRACT 

Climate change affects every country. But it is crucial for developing countries.  Facing climate change requires 

exceptional global cooperation across borders. Concept of green finance can be regarded as a new 

development in the field of finance.  Growth and development of micro and small enterprises in developing 

countries can increase poor people’s chances, security, and empowerment. Small and medium-sized private 

enterprises are expected to play a major role in generating jobs and conserving economic dynamism. Green 

finance is a core part of low carbon green growth because it connects the financial industry, environmental 

improvement and economic growth and all these are essential for country like India to sustain in long run. It 

has been recognized that activities like forestry, agriculture and other land use activities, viz., dairy, soil 

conservation, energy use practices, use of renewable energy, etc. have tremendous potential for reducing 

emission of GHGs. 
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I. INTRODUCTION 

Disappearing of glaciers was a guess work a decade ago, but now it is unfolding before our eyes. Overflowing 

of rivers and rise in sea level in one side and fatal heat waves and warmest years emptying the rivers on the 

other side. Increasing of rate of atmospheric CO2 has increased since 2001, which stretched the nature‘s ability 

to absorb the gas to the limit.  There is an interconnection between climate change and agricultural and rural 

development. Activities like soil preservation, use of renewable energy, forestry and other agricultural doings 

have wonderful possibility for dipping of release of GHGs The entire world is trying to ‗go green‘. We can see 

that in India too people are trying to work for it. Supermarkets are offering reusable bags for customers instead 

of plastic bags. In Delhi, Government introduced road space rationing by introducing ‗odd- even number‘ 

systems to reduce pollution. They also introduced few other measures too to curb air pollution. In order to create 

awareness of protection of environment schools are organizing various awareness programs. Financial 

institutions have started to offer green products and services to consumers. 

  

II. GREEN FINANCE 

Every stage of business life cycle requires finance; whether it is micro, medium or large scale no difference. 

Global warming is forcing governments all over the world to overcome this disaster by following any programs 
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of the United Nations like Kyoto Protocol or any other. Green finance is an essential tool to support green 

growth, by which environmental protection and economic development can take place. It is future oriented and 

motivated on green economic activities.  Green Finance has great role to play in green growth.  It correlates 

financial industry environmental improvement and economic growth. Financial industry needs to develop green 

financial products which promote various investment opportunities in green industries and technologies. They 

can offer products and services to request more environmentally friendly consumers such as energy efficiency 

mortgages, green car loans, alternate energy venture capital, green credit cards, eco - friendly deposits etc. Since 

environmental risks and opportunities are more, there can be options for reconciliation with lending and 

financing arrangements.  Financial industry, through solid regulation for improved atmosphere and actively 

trading carbon market, environmental improvement can be achieved.  Promote economic growth by giving 

special attention to eco-friendly industries and development of renewable energy technology help to achieve 

environmental improvement. Many types of renewable energy which are directly or indirectly coming from sun, 

this can be refilled and will never run out. It is a clean source of energy that has much lower environmental 

impact. Financial industry can promote companies which are providing hi-tech innovations to bring renewables 

– power of sun, water, wind- into the mainstream, transforming the nations into better energy diversified and 

reduced carbon emissions and enhanced energy savings.  Solar, wind energy, biogas unit services to people who 

were previously considered un-bankable. These projects provide development indicators as access to basic 

resources and bottom- up economic growth. Innovations in technology as well as in financing methods making 

the accessibility of renewable energy easier than before and also lead to a cleaner, better and brighter future.  

In the development of green finance, the factors to be considered are: 

[1.] Creation of social awareness is required when launching a new concept on green finance. 

[2.] Government and financial institution should establish a strategy for development in building the 

infrastructure of green finance to achieve the goal.  Strengthening the role of financial institutions for green 

finance 

[3.] Nurture the relation with green investors and its associated professionals 

[4.] To face the regulation of global greenhouse gases and to reduce GHG, development and support of carbon 

market is mandatory as it is the most cost efficient substitute   

 

III. GREEN FINANCE - STRENGTH 

Financial Institutions motivate technology innovations and eco- friendly infrastructure, which help to brings 

down costs.  A great share of investment drifts to infrastructure and the government take the responsibility to 

develop infrastructure, which is a long term project for management of resources which in turn increases the 

country‘s competitiveness. Previous experiences had shown that capital will be stagnant or having a less flow 

without combination of public finance and proper policy frameworks. It is very much applicable in developing 

countries, where state-owned financial institutions take the responsibility of disposition of funds as financial 

markets are still absent. So government can target public effort to channelize private sector capital into 

domestic. Ultimately it promotes wider technology diffusion at lesser costs also channelize private sector capital 
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into domestic. By spreading about the commitment in green finance, the organizations and corporates creates 

value addition to their portfolio. It gives a green edge in their business and attracts more environmentally 

conscious investors and clients. Due to climate change and other environmental crises government may force 

financial market to promote ‗carbon finance‘, also encourage to use alternate energy resources and technology, 

then it may be advantages to introduce green finance today. It also create potential for employment generation 

and economic prospects of the country. 

  

IV. GREEN FINANCE VIABILITY IN INDIA 

India has a strong financial system, including banks, financial institutions, non-banking financial institutions, 

venture capital companies etc. All these groups cater the needs of the society or economy through various 

schemes of any sector. For example SIDBI has taken many initiatives to promote MSME sector. Banking sector 

is generally considered as environment friendly in terms of pollutions. They are not directly evaluated through 

their banking activities but with their customer‘s. There has been growing concern on environmental 

degradation caused by industrialization and realization of corrective measures to protect the environment.  

Globally there is an actual motion in the green finance sector. In India too it is an adopted agenda. We are also 

looking ways and means to grow our green finance market. Indian Prime minister has made aspiring pledges on 

renewables.  Financial regulators are getting finalized its official green financial instruments as a valuable tool 

for meeting India‘s pledges at CoP21.  In 1992, Indian Renewable Energy Development Agency under Ministry 

of New and Renewable Energy, had taken several measures to enhance the potential of renewable energy 

resources with an aim to develop and deploy supplementing the energy requirements of India. For a long term it 

was difficult for the domestic banks to lend to renewable sector due to various risks associated with it like credit 

risk, legal, technological, reputation risk etc. But now, due to government‘s changing priorities and growing 

awareness and the inevitability of renewable to supplement India‘s energy mix, the banks are funding these 

projects.  India‘s 11th five year plan, running from April 2007 to March 2012, targeted an addition of 12.4 GW 

of grid-connected renewable energy.   

 

V. MSMES’ A FACILITATOR FOR GREEN FINANCE  

In order to access green finance MSMEs become a facilitator. It deals with both borrower and the lender. As a 

borrower SMEs  prepare themselves to be more eligible for bank loans with better business plans and keeping 

and disclosing business records. On the other hand as a lender there are different ways evaluating loan 

applications. Larger and smaller banks have their own preferences and priorities. Community-based smaller 

financial institutions and informal finance can play a role in reducing information gap and enhancing smaller 

businesses‟  access to finance. In India SIDBI has taken several initiatives to promote to invest in clean 

production and energy efficient technologies. Some examples are given below: 

5.1 Electronic Waste Recycling Facility In Bangalore 

For cleaner production and energy saving investments SIDBI gave financial assistance of more than Rs.800 

crore under JICA scheme to above 2000 MSMEs. E- Parisara Pvt. Ltd, in Bangalore has received financial 
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assistance from SIDBI, for electronic waste recycling project. This company caters to wastes generated by IT, 

Electronic Industries and Telecom in and around Bangalore and also help more than 100 MSMEs to become 

complaint with regulatory requirements like environment audit, reduction in waster, recycle and re- use of 

treated metals and materials.     

5.2 Common Effluent Treatment Plant (Cetp) 

i) Gujarat Environ Protection & Infrastructure Ltd. has been assisted MSME textile dyeing and printing units in 

and around Surat to set up Treatment Storage and Disposal Facilities (TSDF), to help these units in proper waste 

disposal. With this more than 300 MSMEs have been able to complaint with pollution control norms.  

ii) CETP, Bangalore- Eco Green Solution Systems (P) Ltd has been assisted for setting up of a Treatment 

Storage and Disposal Facilities (TSDF) facility for toxic waste generated from the electroplating, powder 

coating, and metal finishing industries in and around Bangalore. It has been helped more than 300 MSMEs in 

reuse and recycling of treated effluent, reduction in waste treatment cost per unit etc.  

5.3 Mumbai Taxi Financing Scheme   

SIDBI helped more than 700 micro entrepreneurs (taxi- drivers), for providing assistance to phase out their old 

taxis and buy new one without any collateral security under CGTMSG coverage.  For achieving this SIDBI has 

entered into arrangements with Mumbai Taxmen's Association / Union and Maruti Suzuki Ltd. for providing 

assistance. This initiative has helped in promoting clean technology consequently controlling pollution.   

5.4 Auto Rickshaw Financing  

SIDBI provided refinance to Delhi Finance Corporation (DFC) to assist 600 CNG fitted Auto Rickshaws in 

Chandigarh. It was a clean energy initiative.  

5.5  Solar Lanterns  

Friends of Women's World Banking (FWWB), a MFI was sanctioned assistance of Rs.10 crore for providing 

assistance to micro entrepreneurs for buying Solar Lamps of 2 watts each. 50, 000 micro entrepreneurs are 

planned to be covered under the assistance.  

5.6  Rickshaw Sangh Programme  

Under this joint program of SIDBI and American Indian Foundation (AIF) has sanctioned a financial assistance 

of Rs.50 lakh Bhartiya Micro Credit (BMC) under its Micro Credit Scheme for microfinance as well as for 

financing livelihood of programmes of BMC. They provided 500 rickshaws to poor people residing in an around 

Lucknow. They would also be provided license and Municipal permit, uniform, life insurance for client and his 

spouse, accident insurance etc.  

 

VI. SCHEMES FOR WOMEN  

Along with this government promoted various other schemes to help women in the country. MSME provide 

certain special incentives and concessions for women entrepreneurs. For example women received priority 

under Prime Minister‘s Rozgar Yojana (PMRY).  Under the MSE Cluster Development Programme by Ministry 

of MSME, the contribution from the Ministry of MSME varies between 30-80% of the total project in case of 

hard intervention, but in the case of clusters owned and managed by women entrepreneurs, contribution of the 
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M/o MSME could be up to 90% of the project cost. Similarly, under the Credit Guarantee Fund Scheme for 

Micro and Small Enterprises, the guarantee cover is generally available up to 75% of the loans extended; 

however the extent of guarantee cover is 80% for MSEs operated and/ or owned by women. 

 There are other schemes too, viz. 

a)  Prime Minister‘s Employment Generation Programme For Women,  

b) Rashtriya Mahila Kosh, 

c)  Trade Related Entrepreneurship Assistance And Development Scheme For Women (TREAD), 

d)  Credit Guarantee Fund Trust For Micro And Small Enterprises (CGTMSE), 

e)  Promotional & Developmental Assistance,  

f) Marketing Assistance  etc. 

  

VII. GREEN GROWTH IN INDIA 

Green growth means promoting economic growth and development by ensuring natural assets to provide 

resources and environmental services to our well - being. McKinsey & Company in 2009 conducted a study 

‗Environmental and energy sustainability: An approach for India, in this report they stated that India is expected 

to grow at a rate of 7 to 8% with approximately 80 % of the physical assets in the next two decade. It include 

infrastructure, commercial and residential real estate, vehicle stock, and industrial capacity— that will constitute 

the India of 2030  It will bring incredible benefits with many challenges. For example demand for resources will 

increase and country has to depend on imports for commodities like crude oil which will drive commodity 

prices higher in general. India has capacity to increase its energy security to support that exceeds current 

expectations. India has to increase in greenhouse-gas (GHG) emissions. It has taken measures to reduce 

consumption, and accelerate the adoption of clean technologies.  India‘s GHG emissions will still increase by a 

multiple of about 3.5 in 2030 compared with 2005 levels, from 1.6 billion to 5.7 billion metric tons of carbon 

dioxide equivalent (CO2e). India ranked as one of the 10 largest economies in the world in 2010, and it is 

anticipated to continue to grow rapidly over the next two decades. India‘s GDP is anticipated to rise from $595 

billion in 2005 to $2.72 trillion in 2030, and its population is expected to increase from 1.1 billion to 1.47 billion 

over the same period At the global scale, the key greenhouse gases emitted by human activities are different. 

Fossil fuel is the primary source of CO2. Deforestation, human induced activities etc. causes to increase 

emission. Given below image shows the estimates of projections of CO2 emissions of various countries. 
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Source: Eule, Climate Change: Scale and Scope of the Challenge to Reduce Global Greenhouse Gas Emissions 

Reports shows in 2011 the top carbon dioxide (CO2) emitters were China, the United States, the European 

Union, India, the Russian Federation, Japan, and Canada. These data include CO2 emissions from fossil fuel 

combustion, as well as cement manufacturing and gas flaring. Together, these sources represent a large 

proportion of total global CO2 emissions. 

 

VIII. CONCLUSION 

Green is the word now. Looking ahead a decade we can anticipate a complete green economy ahead. Green 

growth is becoming an attractive opportunity for countries around the world to achieve environmental 

protection, poverty reduction and economic growth. Green banking is emerging with green banking instruments. 

For India a huge opening is available which we have to exploit and move forward. Financial institutions and 
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government have to take measures to create awareness to the society.  By proper training and awareness 

program by 2025 a complete democratization of green finance in India can take place, so that individual 

investors, corporations, banks and all financial institutions and intermediaries will have their financial tools at 

their disposal to shift the economy towards sustainability.  Though there are uncertainties, the shift to green is 

clear, consistent and unstoppable.  
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