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I. ABSTRACT 
The 2030 Agenda for Sustainable Development and Sustainable Development Goals (SDGs), together 

with the Paris Agreement on Climate Change and the Addis Ababa Action Agenda on Financing for 

Development, bring together development, environment, climate and financing concerns into a 

comprehensive and ambitious agenda for change—aiming to transform economies by making economic 

growth more inclusive and equitable, achieving decent work for all, decoupling growth from 

environmental degradation, and shifting to low-carbon, climate-resilient development pathways. This 

Poverty-Environment Partnership (PEP) working paper addresses the question: “How can we unlock the 

transformative potential of ‘Micro and Small Enterprises (MSEs)’ to deliver poverty, environment and 

climate solutions for the SDGs and Paris Climate Agreement?” 

 

Micro and Small Enterprises (MSEs) are the largest employers in most developing countries, after 

agriculture. MSEs therefore contribute immensely in jobs creation and local economic development of 

the regions. A growing body of research and practical experience demonstrates the transformative 

potential of MSEs to deliver not just jobs but also integrated solutions that supports to overcome 

poverty, accelerate the transition to inclusive and resilient green economies and achieve sustainable 

development. Based on a literature review and country case examples, the objectives of the working 

paper are to: 

 Define Green for MSEs and Present evidence of the transformative potential of green MSEs to deliver 

integrated poverty-environment-climate solutions; 

 Identify key elements of a country-driven programmatic approach to establish the enabling 

conditions needed to unlock the transformative potential of green MSEs—drawing on examples of 

local enterprise ‘ecosystems’ and financing and partnership models for supporting green MSEs 

development, impact and sustainability; 

 Propose a framework for a broader multi-stakeholder effort to forge a shared vision and global 

action agenda on scaling up MSEs solutions for the SDGs, including a potential global multi-

stakeholder partnership initiative to take the action agenda forward. 

 

The working paper also puts forward a draft Framework for Assessing, Supporting and Scaling Green 

MSEs for adaptation and use in different country contexts. The aim is to develop a tool that practitioners 

can use to help identify the policies, resources and capacities needed for green MSEs-led development, 

and to assess and learn from MSEs experience in delivering integrated poverty, environment and climate 

solutions. 

 

Keywords: inclusive green economy; local green enterprise; local poverty, environment and climate 

solutions; local enterprise ecosystem; scaling up; MSEs  

 

Theme: Role of SMEs in the green and “inclusive” transition. 
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II. INTRODUCTION 

II.A. Global Commitments Emphasize Need for Integrated Development Solutions  

The 2030 Agenda for Sustainable Development and the Sustainable Development Goals (SDGs), together 

with the Paris Agreement on Climate Change, have reshaped the global development agenda—creating 

breakthrough opportunities for transforming development policy and practice and achieving sustainable 

development for all.  

The range of concerns that have been raised in the framework of SDGs provides a comprehensive mirror 

to the problems of the world. SDGs are a set of 17 aspirational Goals with 169 targets; ranging for social, 

ecological and economic and governance goals for the world. Such integration of issues attempt to 

preclude silo-ed solutions and mutual conflicts. It red flags economic growth at the expense of ecological 

destruction and widespread poverty. Similarly, it aims to manage natural resources and aim at 

complementing rather than competing demands of the same in various social and economic 

developments. The ambition of the zero goals like eradication of poverty and not its mere reduction is 

deemed ambitious.  

II.B. Economy is the Driver to Social and Environmental Change 

There are various attempts to define the 

relationship between social, economic and 

environmental dimensions. The current 

development paradigm identifies people, economy 

and environment represented by 3 over-laping 

circles (Figure 1). The overlapping-circles model of 

sustainability acknowledges the intersection of 

economic, environmental, and social 

factors. However, this model also implies that the 

economy can exist independently of society and the 

environment—that the part of the blue circle of 

economy that does not overlap with the red and 

green circles has an existence of its own. The 

problem with this model is that it assumes that each 

circle can exist independently of the others.  

Incongruence in the overlapping circle model, a 

three nested dependency model was hypothesized. 

The 3-nested-dependencies model reflects this co-

dependent reality. It shows that human society is 

wholly-owned subsidiaries of the environment—

that will not survive without food, clean water, fresh 

air, fertile soil, and other natural resources. It’s the 

people in societies who decide how they will 

exchange goods and services. That is, they decide 
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what economic model they will use. Because they 

create their economies, they can change them if 

they find their current economic models are not 

working to improve their quality of life. The 

society-economy relationship is symbiotic.  

Recent study on the sustainability by Kate 

Raworth defines parameters of environment and 

social well-being, and in this way elaborated on 

the optimum size and mix of the three circles. The 

nine boundaries (Rockstrom et al) constitute an 

environmental ceiling, also called ‘a safe 

operating space for humanity’. Raworth’s 

research combined these environment 

boundaries with social boundaries. Just as there is 

an environmental ceiling, beyond which lies 

unacceptable environmental degradation, so too 

there is a social foundation, below which lies 

unacceptable human deprivation. (Kate Raworth, 

2012) (Figure 3) 

The current economic paradigm, largely based 

on the current sustainability model (Figure 1) 

and Nested approach (Figure 2) is seen as 

inconsistent with long-term sustainable 

development goals, encapsulated in the 2030 

vision of ‘people and planetary well-being’, given 

the environment footprint surpassing the bio-

capacity and the extreme disparities, deprivation 

of basic needs fulfillment. A green economy is 

essentially one in which socio-economic systems 

are organised in ways that enable society to live 

well within planetary boundaries. 

 Resource efficiency: Identifying the 

innovations and approaches that enable 

society to extract maximum value from resources and minimise harmful emissions and waste. 

 Ecosystem resilience: The new economic paradigm will have to guarantee that natural capital 

stocks are maintained for future generations. An economic model that transcends ecosystem 

boundaries will not be sustainable in the long term. 

 People’s well-being: Economic systems must deliver acceptable living standards and social cohesion; 

an economy that cannot provide decent jobs and earnings will not be socially viable.  

  

Figure 4: Economic, governance, cultural 
systems will determine our human, planetary 

well—being 

Figure 3: Planetary and social boundaries: a 
safe and just space for humanity (Source: 

Raworth, 2012) 

http://www.nature.com/nature/journal/v461/n7263/full/461472a.html
http://www.nature.com/nature/journal/v461/n7263/full/461472a.html
https://oxfamblogs.org/fp2p/can-we-live-inside-the-doughnut-why-the-world-needs-planetary-and-social-boundaries/
https://oxfamblogs.org/fp2p/can-we-live-inside-the-doughnut-why-the-world-needs-planetary-and-social-boundaries/
https://www.eea.europa.eu/soer-2015/europe/natural-capital-and-ecosystem-services
https://www.eea.europa.eu/soer-2015/europe/natural-capital-and-ecosystem-services
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II.C. Not All Economic Boon Is Creating Jobs – Trends and Future Predictions 

The changing dynamics of economy, driven by technological innovations, makes it challenging to predict 

the implications of economic growth on jobs and livelihoods. Some of the global studies indicate the 

possible loss of jobs with growing automation of industries and work; and sectoral shifts.  

 Scenarios by a McKinsey Study (2017) suggest that by 2030, 75 million to 375 million workers (3 to 

14 percent of the global workforce) will need to switch occupational categories. (McKinsey Global 

Institute, 2017) It further states that major transitions lie ahead that could match or even exceed 

the scale of historical shifts out of agriculture and manufacturing. Even as it causes declines in some 

occupations, automation will change many more—60% of occupations have at least 30% of 

constituent work activities that could be automated.  

 A study by Global Goals Technology Forum quotes that technological change was responsible for 

85% of the 5.6 million manufacturing jobs lost in the US between 2000 and 2010. Technology could 

have particular consequences for countries which rely on sectors which employ large numbers of 

unskilled workers. For example, China-based Tianyuan Garments Company, the largest apparel 

supplier to Adidas, recently announced plans to produce t-shirts in the United States using 

automation to allow customization, faster speed to market. (Global Goals Technology Forum, 2017) 

 According to a study by World Economic Forum, current trends could lead to a net employment 

impact of more than 5.1 million jobs lost to disruptive labour market changes over the period 2015–

2020, with a total loss of 7.1 million jobs. (World Economic Forum, 2016) "The Indian economy is 

generating fewer jobs per unit of GDP," says D.K. Joshi, chief economist at ratings and research firm 

Crisil. Illustratively, in manufacturing, if 11 people were needed to execute a piece of work that 

generated INR 1 million worth of industrial GDP a decade ago, today only six are needed. Joshi's 

verdict: "The economy has become less labour-absorbent.”  

Figure 2: Percentage of current work activities displaced 

by automation, 2016–30, Source: McKinsey 2017 
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II.C Green MSMEs: Potential for Contributing to Achieve Sustainable Development Agenda 

Medium, small, and micro-sized enterprises are key enablers of job creation and livelihood generation. It 

makes up more than 90 per cent of all businesses globally, contributing more than half of all 

employment and more than a third of gross domestic product. The development of MSMEs is crucial for 

emerging economies, as inequitable and jobless growth continues to be a critical development challenge 

in these regions.  

 

 

Empirical studies have shown that MSEs contribute to over 55 per cent of GDP and over 65 per cent of 

total employment in high income countries. Formal and informal MSEs, account for over 60 per cent of 

GDP and over 70 per cent of total employment in low income countries, while they contribute about 70 

per cent of GDP and 95 per cent of total employment in middle income countries.  (Kongolo, 2010) 

Micro and small enterprises are especially home to the employment generation in many developing 

countries. United Nations Industrial Development Organisation (UNIDO) estimates that MSEs represent 

over 90 per cent of private business and contribute more than 50 percent of employment and of GDP in 

most African countries. 

Micro and Small Enterprises (MSEs) have proven benefits with respect to jobs; and the future of jobs will 

depend a lot on how MSEs respond to the changing economy. The Global Development Agenda – 

Sustainable Development Goals (SDGs) emphasise the need for integrated solutions to development. 

This means that for MSEs to contribute substantially in achieving SDGs, MSEs should be resource 

efficient, ensure effective management of natural resources, be carbon neutral, and manage their waste 

properly.  
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Figure 3: Micro and Small Enterprises (MSEs) & their contribution to GDP and employment, World 
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III. OBJECTIVES & METHODOLOGY 

III.A. Objectives and Scope of the Paper 

This working paper aims to lay the analytical groundwork on Micro and Small Enterprises and their 

potential in achieving the Sustainable Development Agenda. The main objectives of the paper are: 

 To explore attributes that makes a Micro and Small Enterprises - Green, that is, it has minimum 

negative impacts on its relation with natural resources, environment sustainability and climate 

change. The purpose of the framework is to help in identifying what are the kinds of MSEs that need 

to be replicated at scale.  

 To analyse ground cases from developing countries and explore ways and models by which MSEs are 

innovating towards turning green. The purpose is to gauge an understanding on what works and 

what does not work in supporting MSEs to turn green.  

 To study the innovations by Government, Aggregators, Big Businesses in enabling the ecosystem for 

scaling up of Green MSEs in the developing countries; and contribute substantially in achieving 

SDGs. This includes study of policy, regulatory, market and institutional approaches for green MSEs. 

It is expected that the paper will enhance the knowledge on how MSEs are contributing holistically to 

sustainable development, across the developing countries. There is extensive literature on MSEs and 

their role in employment generation. Literature is limited on MSEs and their role in environment 

sustainability and thus striving towards integrated development approach. Hypothesis of the paper is 

that Green MSEs are drivers of integrated development solution – enabling job creation, poverty 

reduction, environment sustainability and resilience building.  

The paper will aim to develop better understanding on what are the high impact sectors and where 

MSEs can contribute in greening them; what are the attributes of green MSEs and how can they be 

strengthened through ecosystem development. The paper aims to put forward recommendations for a 

global action agenda to better support and more effectively scale up green MSEs as an approach to 

achieve SDGs. 

III.B. Methodology 

The paper has its premise in the new Poverty-Environment-Partnership believe of a new and integrated 

poverty-environment-climate (p-e-c) agenda of “zero extreme poverty, zero net loss of natural assets 

and zero net climate emissions” which is understood to unify the ambition of these landmark 

agreements in ways that leverage synergies, leave no one behind, and ensure sustainability. (Poverty 

Environment Partnership Joint Paper, 2016) A working group was formed in 2016 from the members of 

the Poverty-Environment-Programme. The members of the working group included civil society 

organisations, donors and international multi-lateral institutions.  

The  authors  undertook  an  investigation  into  these  issues,  based  on  secondary case  study research  

with  a  wide  range  of  social  and  environmental  enterprises  in  developing countries, especially the 

ones in the network of the working group members – who belong to agencies either directly working 

with MSEs or supporting them in other ways. The paper involves research and analysis led by 

Development Alternatives with regular sharing of work and review by the working group members.  
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IV. FRAMEWORK OF GREEN MSES 
In order to study Green Micro and Small Enterprises (MSEs) in the paper, this section will throw light on 

the framework for identifying Green MSEs. Before the framework for identifying the “greenness” of the 

MSEs is put forth, let us define what we understand by MSEs.  

There is no one definition of MSEs that is unequivocal. Definition of MSMEs varies from country to 

country. For example, the IFC MSME Country Indicator examines the formally registered Micro, Small 

and Medium-sized Enterprises (MSME) in 132 economies, having different definitions to MSMEs, out of 

which 12 has no exact definition on MSME. 

As per the IFC MSME Country Indicator (Kushnir, 2010), the SME definition in most countries typically 

includes the following variables 

• Number of employees (the most common attribute, used in 115 of the 120 economies) 

• Assets / Turnover / Capital investment (often used in conjunction or as supplement to the number 

of employees attribute, being used in 61 out of the 120 economies) 

• Industry (definition of SMEs differ across different industries in 26 of the 120 economies) 

• Others (some countries also have other peculiarities in defining SME, such as ownership) 

Based on the different definitions of SMEs from across the world, the attributes of Local Green 

Enterprises include following parameters: 

Table 1: Definition of Medium, Small and Micro Enterprises 

 Medium Enterprise Small Enterprise Micro Enterprise 

Employees* 50 – 249 employees 10 – 49 employees Less than 10 employees 

Turnover USD 5 million – USD 10 million USD 50,000 – USD 5 million Less than USD 50,000 

*82 of the 120 economies define “Micro” with 10 as threshold value; 75 of the 120 economies 

distinguish “Small” and “Medium” with the threshold value of 50; 46 of the 120 economies use 250 as 

upper bound for medium sized enterprises. (Kushnir, 2010) 

For the purpose of the paper, we limit our scope to  

 Micro and Small Enterprises, ranging for 1-49 employees; with an annual turnover of less than USD 5 

million.  

 Those Medium enterprises that act as aggregators for small and micro enterprises, ranging from 50-

249 employees and annual turnover between USD 5 million to USD 10 million.  

The framework of identifying the Green MSEs, includes criteria at two levels: 

1. Nature of the sector/industry: The MSEs will be identified as green based on the sector in which is 

working. The sectors and systems that currently demand the most resources or create the most 

waste offer the greatest opportunity for innovation; and are also driving economic growth in some 

cases. These high impact sectors are energy, food, housing, urbanisation and transport. One of the 

examples of such categorization of sectors is done at the policy level is by Government of India 

(GoI). GoI has classified industries in four categories based on Pollution Index. The parameters of the 

Index are air, water pollution & hazardous waste generation. It does not include carbon emissions.  
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Table 2: Categorisation of Industries according to their environment impact 

Category Definition Sectors/Industries (Some Examples) 

Red 
Industrial Sectors having Pollution 
Index score of 60 and above 

 Automobile-manufacturing 

 Recycling of Hazardous waste 

 Lead Acid battery manufacturing 

 Coal Power Generation Plants 

 Sugar, Fibre Glass 

 Milk and dairy products 

 Phosphorous, Pulp-paper 

 Paints, Varnishes, Dyes 

 Cements, Mining 

 Railway locomotive, Ship and Airplane 

 Iron and Steel; Fertilisers, Pharmaceuticals 

Orange 
Industrial Sectors having Pollution 
Index score of 41 - 59 

 Food processing, Jute Processing 

 Synthetic detergents 

 Cotton spinning and weaving 

 Almirah and grill manufacturing 

 Ayurvedic and homeopathic (with boiler) 

 Construction > 20,000 sq mts built area 

 Small scale dairy products, Fish processing 

 Dry coal processing, Hotels 

 Manufacturing of glass, iodised salt 

 Printing Press, Vegetable oil manufacturing 

 Coffee seed, cashew nut processing 

Green 
Industrial Sectors having Pollution 
Index score of 21 - 40 

 Ayurvedic & homeopathic (without boiler) 

 Brass, aluminium utensils (dry mechanical) 

 Carpentary 

 Cement products (without asbestos) 

 Small scale cotton spinning and weaving 

 Dal mills, flour mills 

 Leather products (excluding tanning and hide) 

 Polythene and plastic processed products 

 Poultry, Piggery 

 Mineralised water, distilled water 

White 
Industrial Sectors having Pollution 
Index score of upto 20 

 Bio-fertilisers, bio-pesticides 

 Assembly of coolers, bicycles, electrical items 

 Handloom, carpet weaving 

 Solar power generation <25 MW 

Source: (Central Pollution Control Board, India, 2016) 

The classification above is only by Ministry of Environment, Government of India, and therefore 

indicative and not representing global needs. But the principle of classification is valid for most of the 

countries and once the industries are classified, the MSEs will be identified as Green if they: 

 Lies in the Green and White Band of Industries 

 Provide an alternate to the Red and Orange Industries 

 An industry that caters to the basic needs fulfillment; especially contributing to rural development   
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2. Green Operations of MSEs:  

Green Operations of MSEs have been identified in various studies by UNEP, GEC. The table below 

highlights the important parameters for environment sustainability of MSEs 

Table 3: Attributes of Green Micro and Small Enteprises 

Impact Area Examples 

Improve Resource efficiency 

 Improve raw material productivity 

 Improve energy efficiency 

 Reduce waste 

 Increase reuse and recycling of waste 

Reduce use of toxic and hazardous 
materials 

 Improve efficiency of use 

 Proper management and disposal of hazardous waste 

 Replace with less harmful substances 

Maintain and improve ecosystem 
services and biodiversity 

 Ensure continued provisioning of food, water 

 Maintain regulating capacity  

 Maintain supporting services like nutrient cycles and crop 
pollination 

 Build cultural services, such as spiritual and recreational 
benefits 

 Preserve genetic and species diversity 

Reduce climate impacts of the sector 
and enhance resilience  

 Reduce carbon emissions 

 Increase adaptive capacity of people/sector 

Source: Adapted from (UNEP, 2009) (Green Economy Coalition, 2010) (ILO, UNEP, 2008) 

 

Overall, the framework includes such MSEs that are managing their ecosystems, reducing virgin material 

use, creating jobs and contributing to local value addition and economic development; thereby 

contributing in reducing inequalities across the region and globally.  

ILO also defined “Green Jobs” by identifying the sectors and the nature of work. According to ILO, “Jobs 

are green when they help reduce negative environmental impact ultimately leading to environmentally, 

economically and socially sustainable enterprises and economies. More precisely green jobs are decent 

jobs that: – Reduce consumption of energy and raw materials – Limit greenhouse gas emissions – 

Minimize waste and pollution – Protect and restore ecosystem.” (ILO, UNEP, 2008)  

The definition is not inhibitory but indicative of the idea behind the term “Green Micro and Small 

Enterprises”. 
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V. MSES – GREENING THE ECONOMY 
The scope and nature of MSEs varies across the developing world; and different models can be found in 

the way MSEs define their engagement with local economy, local population and the natural resources.  
 

V.A. The table below highlights key features of MSEs used as examples of different models:  
 

Table 4: Brief summary of case studies 

Case Study Name Region 
Sector/ 
Industry 

Scale Green Attribute(s) 

TRY Oyster 
Women’s 
Association 

Gambia, 
Africa 

Fishing 
500+ female 
oyster farmers 

Sustainable mangrove 
ecosystems management and 
sustainable oyster harvesting 

All Women 
Recycling 

South Africa Recycling 14 Employees 
Reduce plastic waste pollution 
through reducing number of 
PET bottles in landfills 

Trees for Global 
Benefits 

Uganda, 
Africa 

Agriculture, 
Forests 

6000+ farmers 
Community carbon offset 
schemes for farmers  

Association of 
Waorani Women of  
the Ecuadorian 
Amazon 

Ecuador, 
South 
America 

Forests 
100 
households 

Wildlife protection measure 
and local sustainable 
livelihood options like Cacao 

Indigenous Tourism 
Network of Mexico 

Mexico, 
South 
America 

Tourism 
160+ micro 
enterprises 

Connecting indigenous 
community to sustainable 
livelihood tourism enterprises 

TARA Machine and 
Technology Services 

India, Asia 
Construction, 
Waste 

800+ 
enterprises 

Technology solution provider 
for green MSEs in 
construction, waste 

TARA Urja India, Asia 
Renewable 
Energy 

150+ DRE 
Enterprises 

Enabling local MSEs to grow 
through supporting 
decentralised RE enterprises 

Hasiru Dala 
Innovations 

India, Asia 
Municipal 
Solid Waste 

7500+ waste 
pickers 

Household Segregated waste 
collection and management, 
with decent jobs for waste 
pickers 

The insights in the paper are not limited to only the cases cited above. However, these cases are 

indicative of the various kinds of MSEs. The variations amongst the MSEs can be seen at following levels: 

1. Scale: Different MSEs are working at different levels of the economy. Some of the MSEs are 

servicing at the household and farmer level; while there are MSEs that are acting as aggregators and 

servicing smaller MSEs for their technology, finance and knowledge needs. 

2. Sector and Green Attribute(s): MSEs can be found in green and white sectors like recycling and 

waste management which are directly solving an environmental problem. There are also MSEs that 

have found an economic opportunity for the local community in nature’s conservation. The third 

kind of MSEs are those who have provided an alternative to red and orange industries or what we 

also call brown sectors. Examples of green MSEs in energy, construction are examples from that 

front. This section highlights these examples in some details, and further identifies enabling and 

barrier conditions for these MSEs.  
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V.B. Findings from what worked for Sustainable Green MSEs 

Drawing on the significant record of case studies, analytical research and on-the-ground experiences 

compiled over the years on green MSEs—and community-driven development more broadly—elements 

of a programmatic approach that works in favour of the sustaining a green MSEs are determined by the 

nature of the MSEs, as elaborated in section V.A (scale and sector of the MSEs). However there are some 

identified enablers for green MSEs: 

 Role of Aggregators: Role of aggregators – that is small or meso-level enterprises that typically 

serves the needs/demands of the MSEs on one end; and caters to the market linkages for product 

sales on the other end. Technology, knowledge and input resource suppliers are some of the 

common needs of the MSEs that are usually unable to reach to; in the absence of such meso-level 

enterprises. TARA Machine and Technology Services is one such aggregator of technology provider 

for MSEs that is highlighted in the Case study box in Section V.A. On the market end, such 

aggregators are usually helpful in reducing the information and marketing cost of the enterprise, as 

this gets integrated for a group of MSEs, at an aggregator level. Indigenous Tourism network of 

Mexico, enabled an aggregated approach for sustaining micro-enterprises thriving on tourism based 

opportunities by reducing their information and marketing costs (Section V.A.) 

 

 Enabling legal/policy support for green MSEs: Policy signals and regulations for enabling 

sustainability of green MSEs are very critical. Infact policy push is more important in green MSEs 

than in case of a usual MSE. In case the green MSE is engaging in managing of waste; and or natural 

conservation; these are new economic opportunities and do not have a well-defined system and 

framework of working. Policy and local government support becomes instrumental in such cases of 

green MSEs. TRY Oyster women’s Association, in Gambia, through a legal arrangement is able to 

access and have ownership to harvesting area in the mangrove ecosystem in the Tambi Special 

Management Area. These rights of ownership and use to the local people have enabled sustainable 

livelihoods as well as better management of natural resources in the region, as against commercial 

oyster harvesting. On the other end, there are green MSEs which are working as an alternative for a 

typically flourishing brown sector; such as construction, energy. Green MSEs in these sectors require 

special support and incentive from the policy makers. The most recent example in this case is that of 

renewable energy sector in India which grew its solar capacity by 8 times in four years to 20 GW in 

2018. The industry grew at 9.1% CAGR because of the high investments and policy push provided by 

the Government of India on renewable energy. The entrepreneurs and investors looks at public 

investments as signals for a stable industry to invest in.  

 

 Partnerships, Networks and Alliances: In most cases, the green MSEs have been promoted by an 

NGO/CSO body or are a part of the value chain of Big Business. Limited information and 

understanding of green MSEs by the market entrepreneurs and investors; restrict the possibility of 

its organic scaling up. In such a case, only a well-connected institution, individual who can foster 

partnerships for technology, finance, information and market and build sustainability of the 

enterprise have come forward. These partnerships and networks are critical for green MSEs who 

have a small share of sensitized finance, technology and market players. 6 out of 8 cases elaborated 
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above corroborates with the fact of initial support and funding by a CSO/NGO or a similar 

institution.  

 

 Enhancing women’s ability to participate in MSEs development should be taken into account at 

every level, as women account for an important share of private sector activity and contribute most 

to poverty reduction. Gender dimensions need to be mainstreamed throughout MSE development 

strategies and programs, with additional specific, targeted initiatives directed at critical roadblocks. 

The cases above and many more studies corroborate the link between women and sustainability 

initiatives.  

 

 Access and integration into local, national, and global markets require substantial investments in 

sustainable institutional and physical infrastructure development and service delivery to MSEs in all 

areas, including those that are rural and/or remote. Continued dialogue and partnerships between 

stakeholders into implementation and review of supportive measures, particularly, those related to 

capacity building in executing institutions, yields improved outcomes. 

As momentum toward greater collaboration and partnership builds, ecosystem strengthening 

approaches offer the potential to combine the comparative advantages of Micro and Small Enterprises 

(MSEs) in ways that drive economic growth and human development more sustainably and scaling up of 

such MSEs will help us in realizing the Goal. 
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V.C. Barriers to Sustainability and Scaling up of Green MSEs 
 

Green MSEs in emerging economies face a range of systemic barriers at micro, meso and macro levels 

that limit their development and potential to scale. Some critical barriers include:  

 Limited capacities, knowledge and business skills of entrepreneurs: There is increasing evidence 

that despite the presence of entrepreneurial skills, poor access to training systems and low ability to 

take risks minimizes entrepreneurship development. In India only 22% of aspiring entrepreneurs 

who plan to start business have access to formal or informal training in India, against an Asia 

average of 44% (Yu & Tandon, 2012). Moreover, support agencies fail to comprehensively approach 

the drivers and lifecycle of enterprise development. A large number of entrepreneurs are not aware 

of or weakly connected to support service providers (training institutions, micro-credit 

organizations, business platforms, and government departments). The case is typically worse for 

green businesses.  

 

 Poor access to markets, finance and other key business inputs: Growth of MSEs globally is often 

hindered by restricted access to key drivers for enterprise development—credit, technology and 

markets. In India, 22% of entrepreneurs have a low-tech base resulting in low productivity and 

competitiveness (Yu & Tandon, 2012)
 and over 32% of enterprises have inadequate market linkages 

(World Bank, 2012)leading to unsuitable management of irregular revenue cycles. In the case of 

finance, only 5% of enterprises have access to formal finance 
(World Bank, 2012)as banks view MSEs 

as risky investments. 

 

 Lack of a robust support ecosystem: Despite the importance of MSEs there is a general lack of 

adequate support systems and functions to nurture local enterprise development in a sustained 

manner. Poor infrastructure and inadequate market support systems are among key factors that 

constrain the growth of the sector in developing and emerging economies. Government entities and 

service providers often are restricted in their outreach and nature of support services to micro and 

small businesses.  Inadequate regulatory support with limited outreach and function is primarily the 

root cause to the problem. Moreover, enterprise support service providers often do not engage with 

one another to mutually support business development. Civil society organizations have made 

progress in promoting green and inclusive micro and small enterprises, but typically have limited 

ability and capacity to support their development at scale due to the lack of a business orientation, 

inadequate financial resources to provide post-commissioning support and other factors.  
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In addition to the above, it is important to understand that the need of adequate support systems, 

essentially comprising of access of technology, finance, market and capacity building are highly 

interconnected and cannot be tackled in silos. For example, the inability of LGEs to access affordable and 

appropriate financial services often results from their informal status and cultural bias, and their 

inability to access markets can result from a lack of relevant skills and properly functioning 

infrastructure. These needs also vary considerably for different types of LGEs in different places. Access 

to financial services is particularly complicated for smallholder farmers due to weather-related risk and 

the added cost of reaching remote, rural areas; women can face greater difficulties due to cultural 

attitudes and more limited ownership of collateral assets; and green MSEs in fragile states face 

heightened risks and a breakdown of trust. More importantly, it is important to realise that these needs 

are shifting in the face of climate change and environmental impacts. For example, farmers of key crops 

within value chains may face increasing climate and environmental challenges which require them to 

develop new approaches to farming, or indeed, new crops. (Sab Miller, 2016) 

This complexity can create discrepancies between what well-intentioned supporters believe green MSE 

need and what entrepreneurs themselves feel they need. Ultimately, green MSE needs can only be met 

if they operate in a strong and supportive market system. Therefore, to effectively address micro-

enterprise needs and unlock the business and social benefits, all those with a stake in the success of 

green MSEs should move towards a more collaborative approach to strengthen the market system they 

operate in.  

Figure 4: Ecosystem barriers to Green MSEs 
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VI. SCALING UP GREEN MSES 
A systems change approach is needed to unlock the transformative potential of green MSEs. Unlocking 

the transformative potential of local green enterprises requires concerted action by governments, 

business and civil society on two fronts:  

(i) tackling the systemic barriers that limit green MSEs innovation and growth; and  

(ii) creating the enabling conditions for green MSEs solutions and business models to generate 

economic, social and environmental benefits at scale, and to ensure the sustainability and resilience 

of the MSE sector itself as part of ongoing efforts to address ecosystem decline and climate change.   

 

This calls for a more programmatic approach to bring about the kind of systemic change—policy, 

institutional and market system—that MSEs need to achieve impact at scale and reach their full 

potential as drivers of the transition to inclusive green economies. The building blocks of such an 

integrated approach include: 

 Enabling policy, legal and regulatory environment 

 Local access to public and private finance 

 Local capacity development and support services 

 Participatory learning and knowledge sharing 

 Results-based metrics, monitoring and evaluation 

 

VI.A. Roles of key actors 

 Actions by governments: Governments that empower local communities by continuing the 

responsible devolution of resource rights and responsibilities to the local level and by emphasizing 

the role of government agencies in supporting and developing local capacities. 

 

 Actions by development partners: Donors and international development agencies that build local 

approaches into their efforts to increase aid effectiveness, and directly contribute to scaling by 

emphasizing knowledge-sharing efforts and South-South exchanges, recognizing the need to 

connect local initiatives to each other and to sources of policy and financial support. 

 

 Actions by business: Private sector actors that provide new business models (for example, business 

that work with green MSEs in their value chain) suitable for small social and environmental 

enterprises, and reconfigure value chains and markets so that these small businesses can succeed. 

 

 Actions by civil society: The NGO community—and especially NGOs that function as intermediary 

support organizations—that act as a bridge between local enterprises, government, and 

international organizations, essentially localizing the capacity building and support services that 

LGEs need.  

 

VI.B. Forging a shared vision and global action agenda for scaling green MSEs 
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In addition to achieving the Sustainable Development Goals 1, 8, 13 – scaling MSEs can help achieve 

sectoral Sustainable Development Goals. There is a potential of enhancing the green GDP from the 

economic sectors by planning for SDGs. This section indicates the key elements of a global action agenda 

for accelerating and scaling green MSEs solutions for the SDGs. Some of the SDG targets where 

Governments may directly strategise for promoting green MSEs: 

Primary SDGs and related target 

11.1 Ensure access for all to adequate, safe 
and affordable housing 

11.6 Reduce the adverse per capita 
environmental impact of cities, including air 
quality and waste management  

12.2 Achieve sustainable management & 
efficient use of natural resources 

12.5 Substantially reduce waste generation 
through prevention, reduction, recycling 
and reuse 

14.2 By 2020, sustainably manage and 
protect marine and coastal ecosystem 

14.4 Effectively regulate harvesting and end 
over-fishing, illegal & unregulated fishing 

15.1 By 2020, ensure the conservation, 
restoration and sustainable use of 
terrestrial and inland freshwater ecosystem 
and their services  

2.3 By 2030, double agriculture productivity 
and incomes of small scale food producers 

2.4 By 2030, ensure sustainable and 
resilient food production systems  

6.4 By 2030, substantially increase water 
use efficiency across all sectors and ensure 
sustainable withdrawals and supply of 
freshwater to address water scarcity 

7.1 Ensure universal access to affordable, 
reliable and modern energy services 

7.2 Increase substantially the share of 
renewable energy in the global energy mix 

Use of eco-friendly local housing 
technologies for mass housing development 

Domestic waste management through 
household composting, etc 

Recycling industry – PET Bottles, Plastic,   
Fly-ash, and Paper to address waste 
generation 

Ownerships and management of land by 
local communities and also looking at  

- eco-tourism based livelihood options 
- Sustainable fish/oyster harvesting by 

local communities for sustainable 
enterprises 

Small scale food producers organised to: 
- Collectively market their produce 
- Explore carbon credit markets 
- Ensure locally available inputs for 

sustainable agriculture  

Decentralised Waste water treatment 

plants for reuse in agriculture, industrial 

purposes 

Locally-appropriate business models for 
delivery of decentralized off-grid renewable 
energy technologies and systems – 
especially last mile households with no 
energy access 
 

Green MSEs as a solution 

Figure 5: Potential of Green MSEs as the means for achieving SDGs 
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VII. WAY FORWARD 

 

 

A growing body of research and practical experience demonstrates the transformative potential of 

Micro and Small Enterprises to deliver the kind of integrated Poverty-Environment-Climate solutions 

needed to meet today’s rural development challenges and accelerate the transition to inclusive and 

resilient rural green economies.1  MSEs are one of the significant delivery mechanisms for the SDGs. 

Unlocking this potential will require a more comprehensive and multi-stakeholder effort to address the 

systemic barriers to catalyzing innovation and growth of green MSEs; to create the enabling conditions 

for MSEs solutions to achieve significant scale and impact; and to build the sustainability and resilience 

of the MSEs sector itself as part of ongoing efforts to address natural capital loss and climate change.  

The working paper is a starting point towards deeper engagement and dialogue with stakeholders to 

better leverage the expertise of actors such as national governments, private sector, farmers’ 

organizations and civil society actors, in the light of Green MSEs as instrumental to achieve 2030 

Agenda. The idea behind partnerships and collective action is to guide strategic priorities, spur 

concerted action to deliver on shared objectives, ensure that synergies give donors better return on 

investment and ensure that the sum of the international development system becomes greater than its 

parts. More than ever, we need to bring together national and local governments, the private sector, 

civil society and non-traditional players in the development arena such as foundations, social enterprises 

and small farmer collectives. Partnerships and network built with dialogues will eventually aim to 

developing an action agenda enabling countries to up-scale green MSEs and strive for opportunities to 

solve the pressing sustainable development solutions. 

                                                                 
1
 Encompassing formal and informal micro and small enterprises engaged in sustainable agriculture, forestry and 

fisheries; renewable energy; water and sanitation; and other sustainable production and service sectors 

Working 

Paper 

Stakeholder 

Dialogue 

Action 

Agenda 

 Finalize and widely 
distribute synthesis 'Call to 
Action' on Scaling Up Local 
Solutions 

 Follow-up consultations: 
CBD COP-10; UNFCCC COP-
16; 

 Partnership and MoUs to 
engage in collective action 

 Community Summit 
Dialogue on Scaling Up 
Local Solutions 

 Policy Forum on Growing 
the Green Economy of the 
Poor 

 High-Level Event on Scaling 
up Green MSEs 

 Defining Green 

 Building evidence on the 
green MSEs to deliver SDGs  
in comparison to 
brown/large industry  

 Best practices on enabling 
mechanisms for replication 
 

 Supporting Learning and 
Knowledge Sharing 

Figure 6: Scheme of action on green MSEs by PEP Working Group 
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