
Climate Change: 

Opportunities & Barriers for MSMEs

Portfolio on Small Business Development
9 November 2022

Elize Hattingh



1. Introduction

2. Background: SA`s commitment to net-zero & policy 
commitments 

3. The impact of Climate Change on Small Business
◦Climate Adaptation & Mitigation Opportunities

◦Barriers: Access to Inclusive Finance for LGEs

◦Traces of Innovative Green Finance

◦Proposed policy recommendations and considerations

4. Recommendations

Contents





� South Africa`s Nationally Determined Contribution (NDC) sets ambition targets 
with the goal to reach net zero emissions by 2050, Low-Emission Development 
Strategy. 

� The NDC proposes a significant reduction in greenhouse gas emissions (GHG) 
emissions target ranges up to 2030, with the 2025 target range allowing time to 
fully implement the national mitigation system, including those elements 
contained in the Climate Change Bill. It will also allow space for the 
implementation of IRP 2019 and other key policies and measures, as well as the 
national recovery from COVID 19.

� The 2030 target range (398 - 440 Mt CO2 e q) is consistent with South Africa’s 
fair share, and also an ambitious improvement on our current NDC target. The 
upper range of the proposed 2030 target range represents a 28% reduction in 
GHG emissions from the 2015 NDC targets.

Source: https://www.dffe.gov.za/mediarelease/creecy_indc2021draftlaunch_climatechangecop26

Background: SA`s commitment to net-zero







The GEC Green Economy Policy Tracker

Source:

https://greeneconomytracker.org/policies/small-business-support



Climate Investment 

Aim: Investing in Climate, Investing in Resilience

IF South Africa can transition existing coal value chains, located in and beyond the Mpumalanga 
Highveld, towards low carbon consumption & production patterns

THEN it will demonstrably shift by 2050 toward low emission and climate resilient development pathways 
consistent with the Paris Agreement and the Sustainable Development Goals, and achieve a Just Energy 
Transition
BECAUSE catalytic investment will deliver change across four climate impact areas.

A policy response is required for South Africa’s Just Energy Transition, which will catalytic climate 
finance in order to:

1. Support South Africa to pursue an ambitious climate scenario, particularly the phasing out of coal, 
in line with global 1.5-2 degree target. 

2. Create and preserve quality jobs for South Africans.

3. Build adaptive capacity of coal affected communities.

4. Achieve net zero emissions across investors’ asset portfolio by 2050 or sooner

5. Include active SMME participation in climate adaptation and mitigation strategies



Climate Change Challenge 

Climate Change is the greatest challenge of our times creating conflict and threatening:

� food security
� water security
� ecosystems
� health
� infrastructure
� national economies and 
� the livelihoods and wellbeing of people and communities. 

Resulting in increasing demands and stresses on the governance structures and 
institutions needed to address impacts – particularly in Africa.



SMME BARRIERIS: FINANCING LOCAL 

GREEN ENTERPRISES

Source: https://www.finance-watch.org/wp-content/uploads/2022/09/Report-Financing-Local-

Green-Enterprises-22-Sept-2022.pdf  



CFA Research 

Aim

To map the landscape of providers and seekers of funding available for Local 
Green Entrepreneurs in South Africa, and to identify access to finance 
challenges, gaps, opportunities and potential solutions in order to promote 
inclusive funding access in green industries.

Objectives
1. To provide an overview of LGE`s business challenges 
2. The objective is to influence national policy makers and national sustainable finance 

stakeholders, including international donors to address a range of policy signature 
issues that will better support Local Green Entrepreneurs (LGEs) as a key stakeholder 
group to access inclusive finance.

Approach
� LGE survey – inclusive sample group
� 10 Interviews with key informants
� 4 sectoral focus groups with a broad range of stakeholders (energy, water, waste, agri)



FINANCING LOCAL GREEN ENTERPRISES



LGE Barriers – Findings

FINANCIAL 

BARRIERS

INFORMATION & 

CAPACITY GAP

REGULATORY 

MISMATCHES

INFORMALITY

1. Inappropriate collateral requirements & lack of credit guarantees

2. Prohibitive interest rates

3. Cumbersome application procedures

1. Financial institutions lack information on MSME (i.e. financial health, ESG) 

2. MSMEs lack knowledge (e.g. fin. opportunities, CGSs, support programs)

3. MSMEs lack of skills (i.e. business, finance, environmental) 

1. The lack of supportive regulations (e.g. legal status Green MSME; 

taxonomies)

2. The presence of burdensome regulations (e.g. registration, licences, tax)

3. The negative effects of existing regulations (e.g. subsidies for large firms)

● Match or mismatch? (e.g. preference of borrowing for informal finance)



FINANCING LOCAL GREEN ENTERPRISES

SOUTH 

AFRICA

Informal sources 

> 50%
of MSME funding

Source: https://www.finance-watch.org/wp-content/uploads/2022/09/Report-Financing-Local-

Green-Enterprises-22-Sept-2022.pdf  



BUSINESS CHALLENGES

FINANCE WATCH  KEY FINDINGS

INTERNAL BARRIERS

• Demands for green and social goods 
• Support required to become green
• Programmes for Financial Literacy
• Collateral requirement
• Access to financial services 

EXTERNAL BARRIERS

• Financial Ecosystem Challenges
• Banking regulations
• The Regulatory Landscape
• The stakeholder landscape
• The impact of COVID-19 



KEY FINDINGS- SECTORAL FOCUS GROUPS

To unlock 

barriers to 

access 

inclusive 

finance for 

Youth-owned

and Female-

owned Local 

Green 

Entrepreneurs



Solutions

A. Bridging the trust gap between MSMEs and financial institutions

1. Ensuring MSMEs can pledge movable assets as collateral

2. Improving and greening public credit guarantee schemes 

B.     Bridging the information & capacity gaps

1. Credit information sharing mechanisms more granular & green 

2. A robust but simplified chain of ESG info. (e.g. gr taxonomy, status gr MSMEs; CSR)

3. MSMEs agency as a one-stop-shop (+liaison offices)

C.     Bridging the financing ecosystem gap

1. Unleash DFIs’ potential (i.e. lending targets; green MSME facilities; dialogue) 

2. Improving consumer protection (e.g. CWA; interest rate caps; pre-contractual info)



Climate Change: 

SMME Opportunities

A wide range of both mitigation and adaptation actions is available on all 
levels, ranging from continental to local.

These are needed to combat the urgent adverse effects of climate change 
now, to further support climate-resilient, inclusive and equitable socio-
economic development and to increase resilience to future impacts. 

A unique opportunity exists to #buildbackbetter #buildbackbettergreener–
cleaner, greener, fairer and more sustainable – and to apply ambitious, whole 
value chain approaches.



Local Green Entrepreneurs (LGEs) are from one or more 
of the following green economic sectors: 

LGE – Green Industries



Adaptation & Mitigation



Climate Adaptation & Mitigation 

Opportunities



Green Technologies

Green Entrepreneurs are agile and able to innovate new technologies, products 

and services that can help drive low carbon growth and climate-proofing –

provided enabling ecosystems are in place and the right types of finance and 

support are available.   

They are distributed across the entire value chains of priority climate sectors: 

• Resource Conservation

• Water

• Waste

• Agriculture

• Energy

• Transportation

• Built Environment

• Cleaner Production & Consumption



� Prepare for longer, more intense fire seasons
� Ensure disaster and public health plans account for more severe 

weather
� Protect farms and the food supply from climate impacts
� Protect air quality
� Adequate shelter (housing) –smart townships
� Transportation infrastructure
� Rise to the challenge of sea-level rise - floods
� Water security (KZN example)
� Localization is key
� Decentralized service provision is required (solar rooftop PV, water 

tanks, next generation sanitation, food gardens, organic material 
waste management at household level)

Climate Adaptation: The role of SMMEs to 

build greater resilience



Climate Adaptation Investment 

Project Sub Sector Climate Vulnerabilities Adaptation Investment 

Agribusiness Increasing drought and shorter rainy 
season 

Investments in supplemental irrigation, multi-
cropping systems, drip irrigation, levelling, and 
other approaches and technologies that reduce 
risk of large crop failures 

Agribusiness Increased variability in crop productivity Investments in research and development of 
crops that are more resilient to climate extremes 
and change

Commercial banking Inadequate small and medium enterpris 
access to climate related adaptation 

Development of financial instruments to support 
climate related adaptation 

Construction & real 
estate

Increased frequency of heatwaves Improvements through additional insulation 
design 

Food processing & 
beverages

Diminishing water resources Investments in water-efficient technologies 

Forestry Increase in number of drought days Investments in resilient hybrid crops and 
improved water management 

Hydropower Increased flows leading to flooding Investments in additional turbines or spill ways 

Insurance Increased negative effects of extreme 
weather events and payout

Changes in structuring of index-based insurance 
products

Mining Increased precipitation intensity causing 
floods in open-pit mines

Improvements in design and construction of 
tailings 

Technology Lack of relevant climate data to respond 
adequately to climate hazards 

Provision of financing for early warning systems 

Thermal power Increased seasonality of rainfall leading to 
low river flows

Investments in thermal power generators with 
minimal cooling water requirements 

Transport Sea level rise and increased precipitation 
intensity increasing risk of flooding 

Changes in level of roads or materials 



� The Draft SMMEs and Co-operatives Funding Policy

Signature Issues: SMME Policy

Silent on Green



� Mismatch between supply and demand of SMMEs financing; 
� Limited effectiveness of government programmes designed to support 

SMMEs and Co-operatives development due to poor coordination among 
various stakeholders;

� Shortage of skills relating to entrepreneurial and business acumen;
� Lack of functional and accessible movable collateral registry;
� Limited effectiveness of public procurement contracting and payment 

certainty which also stifles the growth and funding prospects of SMMEs and 
Co-operatives; 

� Cost of compliance – the lack of easy, fast, and cheap business registration 
process.

� Absence of tax regime that compensate small businesses for the burden of 
tax compliance; 

� Limited awareness of available business support 
� Low levels of financial literacy; and
� Lack of easy, fast and cheap business registration process. 

The SMMEs and Co-operatives Funding 

Policy: SMME challenges



� National Small Enterprise Act (102/1996) amended: National Integrated 
Small Enterprise Development Masterplans the National Small Business 
Support Strategy.

� To develop a Green MSME Masterplan that will address both Climate 
Adaptation and Mitigation

Signature Issues: NISMED Masterplan



� Green financing should be promoted by including it in the new SMME and 
Co-operative Funding Policy. 

� To address policies for reporting on Environmental Goods, capacity building

� Develop policy that can guide green product standards and certifications –
this can assist SMEs to navigate what is required 

� Sector focused decarbonisation strategies to link with Green Economy 
Ecosystem support for SME`s in value chains

� A dedicated Green Recovery LGE Programme is required that facilitates 
access to finance and access to market

� DSBD, seda and sefa to link incubation models and BDS programmes to 
address the implications of international trade, impacts of the  European 
Green Deal and American Green Deal– SME risks and opportunities, market 
expansions for future trade

� Net-zero 2050 Decarbonisation targets to be taken inconsideration 

� Climate adaptation and mitigation – SMME opportunities to be more visible 

RECOMMENDATIONS



� There is a need for greater inclusion of female-owned and youth-owned 
enterprises ad the financial sector needs to consider revising eligibility 
criteria to match financial products with market demand 
◦ Greater support to include Youth in the Green Economy – scale Youth 

programmes
◦ Increased Gender inclusion support in the Green Economy, access to 

finance

� Financial products for early stage LGEs – product development (TRL 4-7)
� Capacity building to increased knowledge about the Green Economy –

inclusive participation
� LGE`s needs increased business development support, financial literacy, 

technology development support and access to early stage finance and 
working capital

� Greater visibility for SMEs on green market opportunities

RECOMMENDATIONS



Next steps:

Mapping of Green 

Industries and 

SMME 

opportunities

Mapping 

Innovative Finance 

for Green 

Industries



Trade and Industrial Policy Strategies

Supporting policy  development 

through  research and dialogue

www.tips.org.za 

+27 12 433 9340


