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Can Microfinance Institutions Help in Reducing Carbon Emissions?
MFIs can and must provide clean energy loans to individual households and businesses to switch from non sustainable to sustainable clean energy sources. Clean energy sources are those that leave no ‘carbon footprint’. Energy produced from biogas, mini micro-hydral and solar are examples of these types of sources.

Clean energy loans are a new loan product category for MFIs.  Acceptance of which requires MFIs to approve loans beyond their traditional loan products i.e. agriculture, farming and micro businesses. Capacity building in business management is a prerequisite for this step not only to provide a successful clean energy loan but also for the financial health and stability of each MFI.
Nepal faces a unique challenge in that its commercial banking system which more traditionally provides this type of loan is limited in outreach. MFIs should fill this gap.

The Alternative Energy Promotion Centre (AEPC), Clean Energy Development Bank Ltd and others have made initial attempts to encourage and train MFIs to develop clean energy loan practices. Much more is needed. A new initiative that has been developed to build MFI business capacity with the objective of encouraging  clean solar energy lending is the Centre for Microfinance’s ‘Clean & Green Microfinance Project’ proposal which is now under consideration by several donor organizations. 
