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1. Introduction

The SEED Initiative is a partnership of the United Nations Environment Programme (UNEP), the United Nations
Development Programme (UNDP) and the International Union for the Conservation of Nature (IUCN), hosted
by the UNEP-World Conservation Monitoring Centre (UNEP-WCMC). SEED identifies and supports promis-
ing, locally-driven enterprises working in developing countries to improve livelihoods and manage natural
resources sustainably.

The following Analysis for Policy Makers provides new insights into the role of micro and small social and en-
vironmental enterprises as essential actors in building green economies. It is designed to:

e Present the evidence base for the contributions these enterprises make and the enabling conditions
required to succeed, drawing from three years’ of SEED’s survey, case study and field research with
over 1300 enterprises in developing countries;

e Incorporate views from national and international experts and decision makers on the place of entre-
preneurs in driving economic, social and environmental change, drawing from SEED’s international
Symposia on Entrepreneurship and the Green Economy in 2011 and 2012;

e Derive major factors of relevance for both national and international policy makers to inform their
efforts to strengthen and support social and environmental micro and small enterprises.

The awareness of the potential of these social and environmental entrepreneurs and barriers they face is now
fairly widespread, and some individual countries are beginning to respond with supportive policies and ac-
tions. But more work is needed to ensure these enterprises can effect real, long term change on the ground.



2. Current views on small, micro and medium enterprises
(SMMEs) and the Green Economy

2.1 SMMEs and social and environmental entrepreneurship

Globally, the small, micro and medium sized enterprise (SMME) sector generates substantial employment and
economic output. These dynamic enterprises contribute to economic development in several ways: convert-
ing innovative ideas into economic opportunities, revitalizing social and productive networks, and increasing
productivity. Research has shown that countries which have high start-up rates of such enterprises benefit
from higher economic growth.

In both developed and developing countries, SMMEs, and in particular small and micro enterprises, account
for the vast majority of enterprises. For example, approximately 97% of enterprises in Mexico and Thailand
fall into the small and micro category, and over 96% of enterprises in the United-States have fewer than 50
employees.? Because developing countries are typically more focused on small-scale production, the share of
overall employment by small and micro enterprises tends to be higher. Studies in five African countries found
that these small scale businesses generate nearly twice the level of employment that registered large scale
enterprises and the public sector do.?

The development community has recognised that there may be opportunities to leverage the ingenuity and
drive of entrepreneurs to reduce poverty in developing countries. In “Making Poor Nations Rich: Entrepre-
neurship and the Process of Economic Development,” eminent scholars argue that entrepreneurship may well
contain the answer to eradicating poverty.* In a chapter dedicated to the theory of entrepreneurship, its au-
thor concludes that “incorporating entrepreneurship into the framework of economic growth adds to growth
theory by showing the nature of increasing returns to scale, knowledge externalities, and the role of human
capital. These processes appear as a black box in mainstream growth theory, but when they are depicted as
a part of the entrepreneurial process, it becomes apparent that the engine of economic growth is entrepre-
neurship, not technological advances or investment in human capital per se (p. 73).”

For example, the International Labour Organisation (ILO) believes that small enterprise development contrib-
utes to poverty reduction when it creates employment either through the start-up of new enterprises or the
expansion of existing ones; job creation provides income for the poor, and; poverty is reduced when the con-
ditions of work and representation are improved.®* Whereas the poor often lack employment, those who start
small enterprises create employment and generate income for themselves and those they hire. Operating in
competitive environments, small scale enterprises must produce goods and services at low costs, and thereby
help keep the costs of living down. Other known benefits from entrepreneurship may include the reallocation
of resources from low productivity uses towards higher productivity uses, assuming risk, providing a diversity
of goods and services, and providing an environment for learning, experimentation, innovation, and compe-
tition.c Entrepreneurs are also seen as ‘knowledge filters’ that commercialize innovations, providing a conduit
for the spillover of knowledge that might otherwise have remained uncommercialised.”

However, there remain various barriers to unleashing the power of entrepreneurship, particularly in develop-
ing countries. Above all, SMMEs in general are subject to high costs of capital and a lack of adequate training
and skills to scale-up or compete.® In addition, in developing markets, evidence suggests that it is not entre-
preneurship that kick-starts growth, but rather carefully crafted policies by governments that aim to attract
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private capital. One important distinction is between “necessity entrepreneurship,” which is becoming an en-
trepreneur (self-employed) because you have no better option, and “opportunity entrepreneurship,” which is
an active choice to start a new enterprise based on the perception that an underexploited opportunity exists.
Research has found that necessity entrepreneurship has no effect on economic growth, while opportunity
entrepreneurship has a significant positive effect.° Therefore, supporting “opportunity entrepreneurship” can
boost economic growth. Moreover, entrepreneurship empowers. For example, encouraging women entre-
preneurship has been shown to reduce gender disparities in education and human capital investments, may
encourage secondary school enrollment, and can bring more women into leadership positions in society.

The notion of empowerment is important. The World Bank has maintained in the past that services to satisfy
basic human needs, particularly those that contribute to health and education are failing poor people in terms
of access, quality and affordability.’ At the local level, inspired entrepreneurs have shown that they can marry
their drive, desire and ingenuity to create local solutions that meet local needs more effectively and efficiently
than centralized institutions. Because of the scale and complexity of the challenges of sustainable develop-
ment, it is important that entrepreneurship be harnessed and promoted towards those productive outcomes.
Social entrepreneurship creates new models for the provision of products and services that cater directly to
the basic human needs that remain unsatisfied by current economic or social institutions.

Like business entrepreneurship, social entrepreneurship exploits opportunities that are missed or underex-
ploited by others. Traditional business entrepreneurship sees the creation of social wealth as a by-product
of economic value created by entrepreneurs. In contrast, creating social value is the primary objective of
social enterprises, and economic value is a by-product that allows the organisation to be sustainable and self-
sufficient.”> Often, the ability of a social enterprise to create economic value is difficult to capture in terms of
profits for the business because local customers are often willing but unable to pay for the service or product
that is being provided. These enterprises must create novel business models and strategies that broker be-
tween very limited and disparate resources in order to create social value. Social entrepreneurs are thought
to be the result of personal traits that are shared only by a small percentage of the population, marked by
a determination to change society for the better.”* They must also be especially skilled at mobilizing human,
financial and political resources.*

2.2 Strategies for the Green Economy

A key theme of priority for the United Nations Conference on Sustainable Development in 2012 (Rio+20) is
“green economy in the context of sustainable development and poverty eradication.””s The “Green Economy”
is a concept that has emerged prominently in numerous intergovernmental forums such as UNEP’s Green
Economy Initiative, OECD’s Green Growth Strategy and discussions among G20 leaders. The green economy
is described as an economy in which economic growth and environmental responsibility work together in a
mutually reinforcing fashion while supporting progress on social development, simultaneously improving hu-
man well-being and social equity, and significantly reducing environmental risks and ecological scarcities.® As
part of this strategy, UNEP has made a compelling economic and social case for investing two percent (2%) of
global GDP in greening ten central sectors of the economy in order to shift development and unleash public
and private capital flows into a low-carbon, resource efficient path.

The overarching intent of the green growth strategy is to “catalyze economic activity of at least a comparable
size to business as usual, but with a reduced risk of the crises and shocks increasingly inherent in the existing
[socio-economic] model (p. v).”" It proposes that the green economy, which provides economic development
without eroding a country’s natural assets, is particularly necessary in developing countries where ecosystem
goods and services are a large component of their livelihoods. For example, greening agriculture in develop-
ing countries can reduce poverty while preserving the natural capital on which the poor depend. Several
countries such as China and the Republic of Korea, which have employment-focused plans for fiscal stimulus

% Acs, Z. (2006). How is entrepreneurship good for economic growth? Innovations 1, 97-107.

10 chamlou, Nadereh. 2008. The Environment for Women'’s Entrepreneurship in the Middle East and North Africa. Washington, DC: The World Bank.
" The World Bank. (2003). World development report 2004: Making services work for poor people. Washington7 Oxford University Press.

2 Seelos, C. and Mair, J. (2005) Social entrepreneurship: Creating new business models to serve the poor. Business Horizons. 48: 241-246.

3 Drayton, B. (2002). The citizen sector: Becoming as entrepreneurial and competitive as business. California Management Review, 44(3), 120-132.
4 seelos, C. and Mair, J. (2005) Social entrepreneurship: Creating new business models to serve the poor. Business Horizons. 48: 241-246.

1% see: http://www.uncsd2012.0rg/rio20/index.php?menu=62.

16 UNEP (2010) Driving a Green Economy Through Public Finance and Fiscal Policy Reform. Working Paper v. 1.0, Available at: http://www.unep.org/greeneconomy/Portals/88/
documents/ger/GER_Working_Paper_Public_Finance.pdf

7 UNEP (2011) Towards a Green Economy: Pathways to Sustainable Development and Poverty Eradication — A Synthesis for Policy Makers. Available at: www.unep.org/
greeneconomy.



with significant “green” components, are already seeing significant employment creation.® Since small, micro
and medium enterprises account for such a large share of employment in developing countries, policies tar-
geting these hold particular promise.

Shifting to a green economy implies a shift in employment, and it is thought that, at minimum, it will create
as many jobs as a business as usual scenario, with the sectors of agriculture, buildings, forestry, and transport
seeing job growth in the short, medium and long term significantly exceeding business as usual.” The green
economy thus holds particular promise for social and environmental enterprises in developing countries.
However, the ILO has noted that there are important social dimensions that should be addressed in the pro-
cess of shifting towards a green economy.” It argues for an analysis of the opportunities and challenges that
the transition process poses for the labour market, the identification of the changes that enterprises and
workers will have to face and suggestions on the course of action needed to protect workers, their families
and communities in the transition.

2.3 The nexus of local-level entrepreneurship and the Green
Economy in developing and middle income countries

Given that small, micro and medium sized enterprises (SMMEs) account for the largest share of enterprises
and employment across the world, it is necessary that “Green Economy” and “Green Growth” strategies con-
sider fully the production, technology and management practices of these enterprises. SMMEs account for a
large share of pollution and resource use (as much as 60 percent in many countries).* Therefore, their transi-
tion to sustainable practices is key to the large scale uptake of the green growth model.

Furthermore, SMMEs can be key drivers of eco-innovation and key players in emerging green industries.>
Creative and innovative SMMEs in the service industry such as design, architecture and bio-energy solu-
tions, contribute increasingly to eco-innovation which can facilitate transformation across a broad range of
industries. In particular, opportunities exist in the services associated with green manufacturing, and SMMEs
participate actively in the sectors that are the focus of the green economy like renewable energy production,
smart metering, building refurbishment, cleaner cars, wind and solar installations and battery development.
Stimulating “green” entrepreneurship will be particularly important for radical environmental innovations
because new and young enterprises often have the drive and capacity to exploit technological and commer-
cial opportunities that are neglected by more established companies, sometimes challenging the business
models of existing firms. OECD’s Green Growth Strategy which was delivered at the 2011 OECD Ministerial
Council Meeting emphasized a mix of policy instruments, including market-based measures that target mar-
ket failures and aim at internalizing externalities (i.e. tradable permits), and support to green technologies
and innovation, especially where entry costs are high.

The ILO has stated that the transition to a green economy should result in a positive net balance in employ-
ment since job creation is expected to offset the employment loss in the transformation process by substitut-
ing carbon-intensive and polluting jobs. They expect this balance to be significantly positive in developing
countries which have low levels of “legacy industry and infrastructure” and thus “relatively minor substitution
of ‘brown jobs’ by green ones (p. 6).”# A market-based instrument such as an eco-tax, which UNEP’s Green
Economy Report highlights to promote ecologically sustainable activities via economic incentives (i.e. putting
a price on carbon), would also stimulate enterprise development and employment creation if revenues from
the tax are used to reduce the cost of labour in the form of taxes and social security contributions.>

To provide support for green technologies and innovations, the African Development Bank's Private Sector
Strategy is setting-up SEFA, the Sustainable Energy Fund for Africa, which will provide grants and equity sup-
port to smaller-size renewable energy and energy efficiency enterprises. The fund is aimed at “exploiting the
potential of the emerging ‘clean energy’ market in Africa as a source of growth and innovation for SMMEs as
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producers, distributors, suppliers, and consumers of climate-friendly energy... as a means to achieve higher
employment and induce competitive job creation throughout Africa.” > There is growing political will in Africa
to implement green growth, whether as a national strategy (like Ethiopia) or as a component of development
projects (like Rwanda).

There are similar developments in APEC countries. In an effort to encourage research and development activ-
ity in green technology start-ups, the government of South Korea said it will cover up to 90 percent of their
R&D spending, from an R&D budget of 3 trillion in 2012.7 It was also announced that the government would
form a Green Technology Center and a Global Green Technology Award to help the country move toward a
green growth era. In 2012, the Korean government unveiled a policy package to stimulate youth start-up ac-
tivities, highlighting the incubation of 30,000 youth start-up enterprises in the creative industries, technology,
knowledge and IT applications.? In 2010, the Malaysian government introduced the “Green Business Start-up
Fund” as a seed fund to promote and assist entrepreneurs to start green businesses, nurturing more than one
thousand ventures by 2013.2 Malaysia’s green initiative also increases the proportion of tax allowance for
green technology R&D investment; gives preferential treatment of green technology-based companies that
need financial support; increases of investments by venture capitals in new, green, innovative SMMEs, and;
increases national green R&D programs for SMMEs. It focuses on the energy, building construction, water
and waste management, and transportation sectors. Another Asian example, the Asia Development Bank has
been promoting entrepreneurship in the bioenergy sector by supporting the installation of over 7,500 biogas
digesters in rural villages in China and suggesting potential models for agri-business ventures in the Greater
Mekong sub-region.*

Despite the opportunities for SMMEs, the ILO has stated that, compared to large companies, small businesses
have a lower capacity to adjust to government environmental policies, regulations and incentives because
they usually do not have enough information about the negative impact of climate change and resource
degradation on their activities.® Studies suggest that most SMMEs have little awareness of the impact of
environmental regulation in their industry and future needs for new green skills.? Even when they are aware
of forthcoming changes, they are subject to higher costs regarding investments towards greening their op-
erations, due in part to limited access to financing. Globally, about 70 percent of all SMMEs lack access to
credit, with a particularly daunting picture in Asia and Africa.® Governments and development agencies can
provide support for SMMEs by: raising their awareness of the scale and implication of the transition towards
a green and low carbon economy; tackling SMME knowledge and skills gaps in relation to green technologies,
practices and business models, and; enhancing SMME access to the emerging markets for environmental
goods and services.* For example, learning networks played a critical role in the development of China’s solar
panel industry® and Mexico’s Green Supply Chains Program,* which highlight ways in which eco-efficiency
techniques can be diffused to SMMEs.

Much of the economic research and policy guidance, however, focuses either on how mainstream SMMEs can
move into new opportunities in green industries, or can “green” their own operations to be more environ-
mentally — and socially-- responsible. Less is available on those social and environmental enterprises already
involved at the local level in creating social and environmental change, and are using business and entrepre-
neurship operating models to do so.

The following sections present the evidence gathered by SEED over the past three years, complemented and
supported by the views of national and international experts and decision-makers at SEED’s annual interna-
tional Symposium.
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3. SEED’s research and consultations on the social,
environmental and economic contributions of SMMEs

SEED has worked closely with the International Institute for Sustainable Development (lISD) since 2007 on a
programme of research to increase technical knowledge and understanding about these small-scale social
and environmental enterprises. From 2009 to 2012, SEED and IISD undertook a three year study of the perfor-
mance of these small and micro enterprises, with two key questions in mind:

e Isit possible to determine whether and how social and environmental enterprises are making a con-
tribution to social, environmental and economic progress within their communities; and

e What are the enabling factors and barriers to making that contribution?

The survey research is based on over 1300 enterprises that have applied for recognition from the SEED Ini-
tiative and those that have received a SEED award. In the third year, a set of in-depth case studies was also
conducted to field test the findings emerging from the survey data, and to obtain a perspective on how these
types of enterprises can change and grow over a short period of time?’.

SEED has also instituted an annual international Symposium to explore the role of local, small scale entrepre-
neurship in shaping the Green Economy. These annual events bring together the entrepreneurs themselves
and the policy makers who can improve conditions for enterprise success. The central questions for the Sym-
posium series complement the research: whether and how these enterprises — often with only one or two
owners or employees — support the Green Economy, and what they might need in the way of support and
enabling conditions from their governments.

Based on the research and Symposia consultations, SEED offers the following observations on social and en-
vironmental micro and small enterprises and their role in supporting sustainable development and poverty
alleviation on the ground.

37 See Creech et al, AThree Year Investigation into the Triple Bottom Line Performance of Small and Micro Social and Environmental Enterprises in Developing Countries. SEED
and 11SD (in press).



4. Fourteen major findings

There is a need to bridge macro strategies with implementation at the local level: The many frame-
works, strategies, policies and implementation mechanisms being developed for the Green Economy
need to bridge actions at the national level with what is being implemented by SMMEs on the ground.
There is a disconnect between the macro level approach to building the Green Economy and the micro
level actions of social and environmental enterprises.

The green economy can and should have its roots at the local level, in small, micro and medium sized
socio-environmental enterprise. Governments have an important role in setting clean energy policy, in
creating programs for skills development and training, in supporting the research sector, and in address-
ing policy coherence and building institutional relationships with other governments and international
agencies. But they should add to this a careful consideration of policies, regulations and programmes for
support to the SMME sector, as well as consideration of perverse subsidies and taxes, so that social and
environmental enterprises will have the space to grow and thrive, building the green economy from the
ground up.

The Green Economy must be people centered and have poverty alleviation as a prime goal: a Green
Economy must be a “pro poor” approach. SEED’s international experts at its Symposia advise that in de-
veloping green economy policies, governments will need to consider the impact of those policies on the
poor. Green economy financial mechanisms may be warranted that will ensure economic benefits are
realized by the poor and negative economic impacts are mitigated. These pro poor considerations should
be supported with research and aid coordination. Efforts in particular are needed to define indicators for
the Green Economy that are sensitive to measuring pro poor outcomes.

The social and environmental enterprises recognised by SEED are committed to providing economic ben-
efits to the poor at the community level, directly or indirectly. Winners are focused on creating decent
jobs from activities such as ecotourism, recycling and waste management, and organic agriculture; oth-
ers look to improving productivity within communities in various ways — helping women with more ef-
ficient and environmentally friendly cookers and washing tools; providing better lanterns for household
lighting, and so forth. Measuring the value of these contributions to national economic development,
however, continues to be a challenge.

The contributions of social/environmental enterprises to poverty alleviation and economic develop-
ment may be undervalued: Over half of the respondents in the last two years of SEED’s research indicate
that they are supplementing the income of members of the communities in which they are working. It is
difficult, however, to quantify and validate this contribution to economic development. Most enterprises
in the case study group are able to estimate the amount of income the enterprise is able to generate
within the community. Blue Ventures in Madagascar, for example, notes that their sea cucumber and
seaweed aquaculture farms are providing 23 families with approximately USS540 at each harvest, net-
ting over $3,000 to date for each participating household. MicroSow in Burkina Faso suggests that solar
power charging installations can provide the franchise owners with regular incomes well over the pov-
erty line of $2 a day. Other enterprises note economic benefits such as increased crop yields through
improved water management and reduction in post harvest losses through better storage techniques.
Bearing in mind that many of these enterprises see themselves as not-for-profit entities, it may be that
their contribution to the creation of new or enhanced income streams within the communities is be-
ing overlooked by national economic planners. Certainly it warrants more attention, with consideration
given to methodologies to capture and report on this data in national economic analyses.

The social issues addressed by these enterprises are wide ranging and complex: Many of the enterprises
recognise that in order to meet environmental and economic objectives, deeper systemic problems must
be addressed, such as population pressures, illiteracy, infectious diseases, and widespread poverty, ef-
fectively turning environmentalists and entrepreneurs into specialists in local community management,
networking, training, institution building, and policy influencing. Consequently the social benefits identi-
fied by the enterprises range widely from improving access to health and education, strengthening food
security, building community cohesion and institutions through participatory approaches, improving the
status of marginalized groups and developing technical competencies locally.

In particular, the research highlights the critical role of social and environmental enterprises in strength-
ening resilience. In every year of the survey, enterprises demonstrated a significant investment in
strengthening the social structures of their communities. In addition to providing alternative income
streams, these enterprises are establishing community groups, building skills and contributing to im-
proving community members’ sense of self-worth. In particular, helping communities to agree on rules



and codes of practice within the community has increased in importance over the years of SEED’s study.
These activities are all important for increasing resilience — the resources and capacities to adapt to ma-
jor impacts, such as climate change.

These enterprises are front-line environmental service providers: The enterprises in the case study
group all have clear environmental outcomes at the heart of their enterprises, although they vary with
respect to how they measure and monitor those environmental outcomes. Some are very specific, with
respect to measuring the restoration of a resource base, while others note the potential for CO, emis-
sions reductions. Several pay particular attention to environmental health issues — the exposure of work-
ers to toxic chemicals and pesticides in their respective industries, although these types of outcomes are
more difficult to measure.

What is interesting within the case study group is the general recognition of the role of the enterprise
in not only working towards specific environmental improvements, but also towards improvements in
national and local environmental policy and governance. Natural Justice in South Africa, Oro Verde in
Columbia, Blue Ventures in Madagascar, Village Cereal Aggregation Centres in Kenya and others report
on their efforts in seeking new legal frameworks and legislative reforms that are needed to support their
work at the local level.

The presence of national environmental legislation and regulations is in fact one of the top four enabling
factors identified in the overall study. While the case study participations work to improve legislative
frameworks, nearly two thirds of all respondents stated that at the national level at least, there are
environmental laws and rules in place. But, one of the most significant barriers for these enterprises is
the absence of local level environmental monitoring and enforcement. As a result, the majority of all
respondents across all three years find themselves investing heavily in community environmental edu-
cation. There is a clear role here for policy makers to help these small and micro enterprises with com-
munity awareness-raising, and to focus on monitoring and enforcement to improve the conditions under
which social and environmental SMMEs can more likely achieve their goals.

Public environmental education is not just values driven — it is a business issue for SMMEs. Public de-
mand for social and environmental enterprise goods and services must be fostered. Changing consumer
purchasing choices through public awareness raising will be a necessary lever to help social and environ-
mental enterprises grow their businesses. People’s mindsets need to shift to increase demand for social
and environmental goods and services.

Innovation and investment are essential components for moving to the Green Economy. Research into
new processes, the development of intellectual property (IP) and the use of IP as assets to attract invest-
ment need enabling policy environments.

The importance of research to start-up social and environmental enterprises cannot be underestimated.
SEED winners have highlighted how important having a strong research partner is to their enterprises.

e Research institutes can provide the scientific basis for a product or service, such as identifying active
healing compounds in traditional plants or inventing new processes for biofuel production

e Research institutes can test and validate products and services, providing evidence of the viability of
a product for potential investors

e Universities are often looking for partners on the ground to test new technologies and processes,
creating intellectual property that could have market value. They may not have the capacity to take
a new product to market and need entrepreneurs to work with them.

e Strong scientific backing provided by research and technical support partners helps to build trust and
credibility with community stakeholders.

A number of the SEED winners have secured patents for their products; these patents are assets and
increase the value of the enterprise. This value chain of research, intellectual property development, en-
trepreneurship and investment is part of the DNA of the green economy. It should be noted, though, that
SMMEs are concerned about protecting their innovation: Social and environmental entrepreneurs value
open source approaches and innovation networks, in which new ideas and solutions can be recognised
and protected through group rules and standards. But at the end of the day, access to advice on register-
ing patents may also be needed.
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Nearly half of the respondents in the overall study rely on relationships with technical and research part-
ners as a means to monitor and manage their environmental impacts; some also develop their products
or services hand-in-glove with a research partner. What is particularly striking is the emergence of the
lack of access to such expertise as one of the most significant barriers to success: The seriousness of this
gap is equal to the absence of financing.

The introduction of technologies for renewable energy, water and waste management, as well as new
production processes for agriculture, forestry and manufacturing, are a central feature of these enter-
prises. Eighty per cent of respondents in the study have introduced a technology or production process
that is new to the community. Moreover, of all the skills being developed in the community, respondents
reported that, after business skills, technology skills were being developed more than any other.

The green economy requires a wide variety of skills — public sector management skills, business skills,
technology skills. Government participants in SEED’s Symposia have noted that although countries may
have unemployment rates as high as 25%, there are even higher rates of job vacancies in the public sec-
tor —as much as 40%. “Green jobs” should be “good jobs”, but the skills base for a green economy may
be lacking.

The need for having access to skilled people at the local level cannot be underestimated. The lack of
technical knowledge in particular is a significant barrier in getting products to a certain quality to be
competitive in the marketplace. The investment that SMMEs make in skills development and training
at the local level is significant. SEED’s research highlights that a leading barrier for SMME success is the
lack of skilled people at the local level. Nearly all respondents across all three years provide some type of
training support to people within their communities; and at least a third are training 50 or more people.
Training is being provided across all sectors and all skills needed, including small business management,
in technical skills necessary for the enterprise (solar power, irrigation, biogas, crop storage, and so forth),
in land and resource management, in hospitality services (ecotourism) and so forth. However, half of the
respondents in year three indicated that the skilled people within the community were either absent or
only partially available, and that the single most significant barrier to success was lack of access to funds
for training.

New hybrid entities and business models are emerging, and reliance on traditional development as-
sistance is shifting to a mix of revenue streams: Over the three years of the study, there has been a de-
monstrable shift in whether these SMMEs consider themselves “for profit” or “not-for-profit”. In the first
year of the study, many respondents struggled just with the use of the term “enterprise”. The single most
important source of revenue was grants from foundations and other donors. In the second year, nearly
three quarters of the group explicitly noted that they considered themselves “not for profit”, but the reli-
ance on grants fell to 20%. Of the respondents in the third year, only half stipulated that they were not
for profit. In addition, a higher percentage of this final group considered that they were something other
than either a traditional not for profit or for profit entity. Many took the time to describe themselves as
“hybrids”, as social enterprises and conservation businesses, and their reliance on grants fell to its lowest
point in the study, to only 10% of the respondents.

This data is reinforced through the in depth case studies of nine enterprises. This group demonstrates a
flexibility in operating models, ranging from those that are registered as not for profit entities, to those that
are clearly established as for profit businesses; as well as those that are hybrids, with not for profit statusin
some jurisdictions but with specific business ventures the success of which will require mainstream invest-
ment, business planning and marketing skills. Within the case study group, no enterprise relies solely on
development assistance grants from government, international agencies or foundations. All have at least a
mix of revenue sources (usually from the sale of products and services, orlicensing equipment and method-
ologies) and are seeking new ways to secure loans, lines of credit and investors to expand their operations.

Across all years of the study, respondents still identify lack of access to international aid or project financ-
ing as a barrier to success. Nevertheless, there is clearly a growing trend towards new operating models.
Each year, increasing percentages of respondents appear to be using business approaches — sales of new
products and services and other revenue generation mechanisms - in order to sustain the delivery of

social and environmental benefits to their communities, and indeed to sustain their enterprises.

However, the financial viability and sustainability of these enterprises is uncertain. There continues to
be a gap in capacity for these small and micro enterprises to adopt more business oriented approaches
for managing and financing their work. Respondents in the study are least able to express clear and meas-
urable business targets, calling into question limitations in their ability to sustain their enterprises in spite
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of the social and environmental benefits being delivered. Only 5% of the respondents report that their
financing is in place; major challenges for nearly all respondents include lack of, or only partial access to
investors; and lack of access to funds for business management training.

What is promising from the year three results is that 50% of the respondents believe they will be able
to make a living from their enterprise within three years. These enterprises are also looking to ways to
secure loans and lines of credit, but reiterate that a lack of access to these financial services is one of their
most significant barriers to success. The SEED Winners share these concerns, noting even more strongly
through the case studies the importance of access to investors, and loans and lines of credit from finan-
cial institutions. While all the enterprises in the case study group continue to operate, only a few report
significant growth in terms of jobs within the enterprise itself, due to these barriers. Not-for-profit enti-
ties in particular face real barriers in the lack of legal frameworks that define social entrepreneurship,
and allow non-profits to access not only traditional grants, but also loans and investments for for-profit
initiatives.

The case studies provide more insight to this challenge, noting that start-up social enterprises do not
meet typical requirements for loans (holding assets or demonstrating other income streams that can
provide surety for loans or lines of credit). An operational track record of four to five years is also often
required. The challenge can extend to the community stakeholders: even the SMMEs that have achieved
sustainability in their own operations still report an on-going challenge in helping their beneficiaries to
obtain credit. It is important to highlight that all nine SMMEs in the case study group report that win-
ning an award has helped the enterprise to gain credibility with those in positions to provide financial
resources. However, even with significant recognition and a proven concept, these enterprises still spend
significant efforts raising revenues to maintain and expand their operations.

Monitoring, reporting and adaptive learning are essential mechanisms for building the Green Econo-
my: SEED’s Symposium experts acknowledge the importance of continuous learning and improvement
for all working in the Green Economy, and in particular for social and environmental enterprises. All those
contributing to the Green Economy should not be working in isolation, regardless of size of the enter-
prise. But it is often difficult for SMMEs to know whether and how they are making a difference, let alone
share those insights with others. Social and environmental enterprises need to learn how to set clear
targets for the social, environmental, and business dimensions of their work — and monitor and report
publically on how they are doing. Just like larger corporations, SMMEs need to be open and transparent
about their work, both positive impacts and mitigation of potential negative impacts. Investors need to
know what the social and environmental footprint of an enterprise will be before investing. Triple Bottom
Line (TBL) planning and reporting will be an important tool for these enterprises.

Triple Bottom Line planning, at its simplest, is the ability for an enterprise to set goals and monitor pro-
gress across all three dimensions - social, environmental and business. The small and micro enterprises
in this study, while all have passionate aspirations for making a difference in the world, can be challenged
on the question of setting clear and measurable targets across all the dimensions of their work. Without
clarity, and without realistic and measurable ways to assess whether they are in fact making a difference,
many of these enterprises will not be able to engage their communities, investors, markets or decision
makers.

However, the case studies reveal that successful enterprise managers will work to sharpen these targets
over time, when the appropriate capacity building support is provided to help with triple bottom line
planning. In all cases, the targets have become much clearer and more measureable from the start of
the enterprise to the present; and in many of the cases, the targets have been expanded (to reach more
people and affect a wider span of the surrounding ecosystem) or diversified to address additional social
or environmental concerns. All of the enterprises stay focused on delivering a range of triple bottom line
benefits: setting social and environmental targets and outcomes, and, at the same time, creating liveli-
hoods and income diversification for the enterprise managers and employees and/or for people in its
surrounding communities.

Organisations seeking to promote the scale up and replication of success need to understand the
necessary preconditions and critical factors for success: Central to the success of any enterprise is its
leadership and its ability to focus. The majority of respondents across the three years of the study indi-
cated that their leadership is secure, and that they know what they want to do for their communities.
Respondents also indicated that their partnerships and networks are being developed. The strongest
enabling factor for enterprises in the SEED study has been the collaboration with organisations that have
good standing in the community, following closely by the endorsement of local governments. This speaks
to the importance for SMMEs of working in communities where there are other organisations that they
can collaborate with, and building relationships with those organisations and with local authorities



13.

The case studies bring out more clearly specific critical success factors. Regardless of the focus of the
enterprise or the operating model, the enterprises in the case studies group share common success fac-
tors in their growth. In efforts to put in place more enabling frameworks for social and environmental
entrepreneurs, and creating the conditions for replicating successful social and environmental ventures
elsewhere in the developing world, these factors should be taken into consideration:

¢ The innovative product or approach must be appropriate for the needs and capacities of the local
communities: All of the winners in the case study group have built their success upon innovations
that are community relevant — a new product or approach, or a new application or adaptation of an
existing technology or service, such as the provision of renewable energy in areas that are not con-
nected to the grid, improving agricultural market linkages through the creation of technology centres
or a marketing brand; creating environmentally-friendly products and empowering women through
recycling waste products; developing community-run conservation and sustainable resource extrac-
tion activities and/or frameworks. It is important to note that the innovative product or approach
by itself is usually not sufficient for success: lessons from several winners indicate that the original
product or approach often needs to be modified to suit better the needs and capacities of the sur-
rounding communities.

e Research and development should be based directly in the community: Research and development
is critical to the success of all enterprises, and is often carried out with an independent research or
technical partner institution; but it is also consistently tested and refined within the communities,
with community members fully engaged.

¢ The enterprise must demonstrate strong leadership and an innovative leadership style: Leadership
qualities that contribute to success include: being visionary; adherence to participatory management
styles; and having the ability to build a cohesive team and engage partners.

e The enterprise must have the ability to network: The ability to engage in and harness a network
of stakeholders and others is a clear success factor. These networks can help achieve funding and
important project inputs, such as research and technical support. Creating solid networks and part-
nerships are important in terms of achieving financing and a range of social, environmental and eco-
nomic outcomes. Social enterprises in developing countries are often faced with deeper systemic
challenges (such as a lack of a healthy, literate workforce). Networks are extremely important in this
context, in order to support the micro/small enterprise where it does not have expertise.

¢ A long term commitment must be evident: Winners have alerted that gaining trust and credibility
requires time and perseverance, as well as a visible commitment to the community to “be in it for
the long haul.”

e The enterprise must have the ability to harness or foment strong community governance and ob-
tain community buy-in: understanding how to work with and enlist the support or acceptance of
communities is a key skill enabling scale up. A key strategy to this end is to begin project implemen-
tation with communities or leaders who have significant influence or established governance struc-
tures and local authorities. Main techniques to ensure community buy-in are capacity building events
and awareness-raising activities.

Partnerships across institutions, sectors and states are essential to achieve the necessary policy coher-
ence to support SMMEs; and partnerships at the local level are essential for implementation on the
ground. Public policy is a key lever for the green economy, and there are now examples of countries start-
ing to implement policies to support the emergence of a green economy. However, in most countries,
there is a need to strengthen capacity for policy development at the environment and economy nexus:
this can be achieved through interdepartmental coordination, institutional relationships and partner-
ships between states.

SEED Symposium participants have highlighted the need for policy coherence at the national level as an
important enabling factor for the success of their enterprises at the local level. On the one hand, one
government department might support small enterprise; but if the small enterprise grows and creates a
larger market, another government department might step in, and in the process of passing regulations
or other controls, undermine the enterprise.

Partnerships are also key at the local level, but very much for implementation rather than policy influ-
ence. SEED winners in particular often describe a wide range of relationships necessary for their en-
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terprises, from international marketing partners, international NGOs with skills and technology, local
partners who could assist with social components of an enterprise (youth training, etc.) and community
level partnerships for running cooperative enterprises.

Potential gender based barriers in the Green Economy must be recognised: Policy makers will need to
find ways to remove gender based barriers in the Green Economy. If new jobs are created, particularly
those involving new energy and agriculture technologies, they should not just be going to men; and that
old jobs are not being removed in ways that adversely and disproportionally affect women.

The SEED research has identified three notable differences between SMMEs led by women and those led
by men.

a.

b.

C.

On working with new technologies and production practices: A slightly higher percentage of wom-
en-led enterprises than men are not involved at all in the introduction of new technologies and
processes. More significantly, although about half of both groups provide technology-related skills,
a lower percentage of women-led enterprises do this compared to men. If the introduction of new
technologies and processes is considered to be an enabling factor for small and micro sustainable
development enterprises to achieve their goals, then potential gender biases towards access to and
deployment of technologies warrants further research.

On access to external expertise: The same percentage of men and women-led enterprises rely on
external expertise — research and technical partners —to help them develop their product or service
and to ensure that there are no negative impacts from their enterprise. Half of the women indicated
that they had only limited access to such expertise. How to provide access to such expertise to wom-
en-led enterprises is a matter worth further attention.

On strengthening business skills: Women-led enterprises appear to be more concerned than the
men that they do not have all the enabling factors in place for a successful small business: aware-
ness of business regulations and government programs for SMMEs appears to be lower among the
women-led enterprise, and many suggest that they do not yet have many of the necessary building
blocks in place, such as business management skills, business plans, marketing strategies and access
to markets.



5. Relevance of findings for policy makers

Based on these 14 major findings from three years of research and consultations, the SEED Initiative would
like to bring forward the following issues.

5.1 National level policy makers

1. The “green” economy is also a knowledge-based economy: small and micro social and environmental
enterprises need access to the technology, skills and research and technical partners that they need,
and support for their efforts to take innovation to market.

» Undertake a more in-depth review of the types of technologies and processes in demand by small and
micro enterprises in order to determine:

a. whether channels for information and communications about technology and processes to the small
and microenterprise sector exist at national levels

b. whether there are barriers to the importing or transfer of technology to small and microenterprises
for use at the local level and how these might be overcome.

» Support small and microenterprises in the development of skills within their communities:

e by further exploring the skills gaps at the local level and reviewing current development programmes
to strengthen the skills base at the local level, in particular with respect to new, more environmen-
tally friendly technologies and production processes.

e by providing programmes for small and microenterprises to improve their own capacity to deliver a
range of training and skills development activities on the ground.

2. Policies to support research and development (R&D) and innovation tend to target large scale indus-
tries. Consider means for supporting the research and development needs of micro and small enter-
prises.

» Review national innovation strategies and incentives and support for R&D to ensure that micro and small
enterprises benefit from national programmes.

» Consider how these local level actors might be connected to the innovation, research and development
bodies in their countries is a matter worth further attention.

3. In building the green economy, provide NGOs and CBOs with training and other services and support
for developing more business approaches to their work, including support for monitoring and report-
ing on progress, and communicating success. Consider appropriate legislation and regulations that will
allow not for profit organisations to adopt profit making ventures in support of their mission.

» The increased interest in business approaches by not-for-profit organisations suggests new windows of
opportunity for policy makers to build business and entrepreneurship capacities in the NGO and CBO
sectors. National small business development offices could consider targeting NGOs and CBOs to use
their services, in addition to reaching out to the more traditional small business sector. This would serve
not only to strengthen the financial sustainability of these entities that are starting up small enterprises;
it would also serve to increase their contribution to economic development in the communities in which
they work.

4. Policies and incentives are needed to stimulate and support the green economy, including more flex-
ible access to loans, lines of credit and investors for the micro and small enterprise, particularly impact
investors.

» Invite banks and other financial institutions to work on new approaches to providing financial resources
in support of start-up and growing social and environmental enterprises which may not have traditional
assets and sureties to guarantee loans and lines of credit. The ‘missing middle’ of financing for SMMEs
is well documented and it is at least as great a burden for social and environmental as for mainstream



enterprises. New approaches and models need to be developed to deal with investors’ understandable
caution as regards enterprises that do not have a long track record. But impact investors are starting to
see opportunities in this area and should be encouraged to do more.

5. Recognise and address possible gender based barriers to the success of small and micro social and
environmental enterprises.

» National programmes for small business development need to ensure that they are reaching out to wom-
en-led enterprises, and in particular to those women-led NGOs and CBOs that are beginning to adopt
business practices. Whether there are barriers to women-led enterprises to access and use technologies
should be also explored. Finally, particular attention should be paid to linking women’s enterprises with
research and technical experts.

6. Strengthen efforts around local level environmental communications, monitoring of local environ-
mental conditions and monitoring and enforcement of environmental laws and regulations, to create
an enabling environment for local actors to achieve their goals.

» Consider how to:

e help these small and micro enterprises with community awareness rais-
ing of the value of social and environmental goods and services;

e work with these enterprises to identify and monitor key locally relevant environmental indicators

e focus on monitoring and enforcement, in order to improve the conditions un-
der which social and environmental SMMEs can achieve their goals and grasp po-
tential competitive advantages through compliance with prevailing rules.

7. Consider establishing national councils, “sector councils” or associations of leading social and envi-
ronmental enterprises, to provide more opportunities for dialogue and guidance on changes and im-
provements to national policies and programmes that will be responsive to local interests. These could
champion and so help to stimulate and garner support for social and environmental entrepreneurship
and provide a forum for exchange with national ‘conventional’ business associations. They might also
usefully build links with councils in other sectors and regions.

» These enterprises have a first-hand understanding of key issues and can advise on how national objec-
tives can be met more effectively at the community level.

» Such mechanisms can also provide the foundation for social and environmental SMMEs to build their
own channels to communicate their successes and their challenges, to each other, to their communities,
to investors and to policy makers.

5.2 International agencies, including finance
and development institutions

1. Incorporate Triple Bottom Line planning into capacity building programmes for small and micro social
and environmental enterprises.

» There continues to be a real challenge for small and micro enterprises in setting clear and measurable
targets, even with the most ambitious and innovative start-ups. Simple tools for Triple Bottom Line plan-
ning could be incorporated into capacity building programmes developed and offered by the multilateral
financial institutions (such as the World Bank and International Finance Corporation), development agen-
cies (such as UNDP) and international NGOs working with small and micro enterprises on the ground
(such as IUCN and World Wildlife Fund).

2. Together with national institutions, strengthen efforts to promote local level public environmental
awareness, to create an enabling environment for local actors to achieve their goals. In particular,
work with national authorities to emphasize the need for compliance with regulatory requirements.

» International agencies also have a role to play in raising public awareness and providing tools for moni-
toring environmental challenges at the local level in order to create conditions that are more receptive
and enabling for small and micro enterprises. In particular, agencies such as UNEP can work with national
authorities and MEA Secretariats to emphasize the need for compliance with regulatory requirements.



Explore how to connect international research and technical institutions with local level social and
environmental enterprises, and how to strengthen the effectiveness of those partnerships.

Small and micro enterprises consider partnerships with research and technical experts to be one of the
most significant factors in their success. How international agencies can connect these local level actors
with the innovation, research and development bodies internationally is a matter worth further atten-
tion.

Together with national institutions, explore how to recognise the contribution of the not-for-profit
sector to income enhancement and local economic development in national and international eco-
nomic analyses; develop and expand programmes that will support the financial sustainability of so-
cial and environmental enterprises, including helping not for profit organisations adopt business ap-
proaches where those might be of real benefit.

Over half of the respondents indicated that they have been able to supplement the income of members
of the communities in which they are working. It is difficult, however, to quantify and validate this contri-
bution to economic development. Bearing in mind that most of these enterprises still see themselves as
not-for-profit, it may be that their contribution to the creation of new income streams within the com-
munities is being overlooked by national economic planners. Certainly it warrants more attention, with
consideration given to methodologies to capture and report on this data in national economic analyses.

With such data and analysis in hand, the importance of investing in strengthening the financial viability of
the not-for-profit sector will be even more apparent. A pro-poor approach to the Green Economy can be
grounded in supporting and documenting the real economic value that local entrepreneurs contribute to
poverty alleviation in their communities.

Establish mechanisms for national institutions and entrepreneurs to share their experience and pro-
vide easier access to information that can support the growth of social and environmental entrepre-
neurship.

Such efforts may help to bridge macro strategies at the national and international levels with implemen-
tation at the local level. Creating the channels for mutual learning will serve to strengthen input to, and
more effective response by, policy makers to the needs of SMMEs. Good use of communications mecha-
nisms and platforms can support the transfer of that understanding and experience into other regions
and countries.



6. Final observations

The Green Economy is not an alternative economy but a new global approach to diversifying opportunities
for economic development and poverty alleviation while protecting and restoring the earth’s natural capital.
Green economy thinking and planning need to be fully integrated into how the world approaches all economic
development. Work is needed to strengthen public perceptions on the green economy: it is not an either/or
approach (“green jobs are good; all other jobs are bad”), and it should not be seen to be a commodification
of nature. Rather, it is a strategy to facilitate entry into the economy of innovative, environmentally friendly
services, goods and technologies.

There is little doubt from SEED’s research that the majority of enterprises within this community of social
and environmental entrepreneurs are changing the model of how to deliver sustainable development on the
ground, through setting and working towards a combination of social, environmental and business targets
and identifying a diverse range of benefits that they are delivering to their communities. These entrepreneurs
have emphasized that they need not only access to skilled people at the local level, but also access to research
institutions to help develop and test products and technologies; access to information; access to advisors and
mentors who can add value to the enterprise; access to impact investors; access to communications channels
to promote their success. Governments and national and international institutions need to open many differ-
ent doors to support the emergence of social and environmental enterprises as the foundation of the Green
Economy.
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