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Abstract: Kerala is a promising hub of green finance initiatives. State’s rich biodiversity combined by its
immense potential in sustainable tourism and increasing focus on blue economy, itself is a call for green
finance to act as a catalyst for the sustainable development. State’s vulnerability to climate changes resulting
in extreme weather conditions has further made green finance crucial for building a resilient economy. This
chapter aims at assessing role of green finance in bringing sustainability to key sectors of the state like
tourism, agriculture and in using marine and coastal resources. Chapter also covers an overview of policy
framework of the state in this regard. Altogether this chapter outlines role of green finance in promoting

sustainability in development of the state
Keywords: Green Finance, Sustainable tourism, blue economy, Resilient Economy, Sustainability.

I. INTRODUCTION

Sustainable finance blends environmental, social, and governance (ESG) factors into financial decisions,
making investments avenues of long term sustainability. A key aspect is green finance, which supports eco-
friendly and climate-resilient projects. In Kerala, green finance promotes sustainable tourism, agriculture,
and blue economy initiatives while addressing climate vulnerability. This paper is a conceptual approach to
review various green finance initiatives taken up by the state in sectors like tourism and agriculture and its
role in building blue economy. By introducing the concept of green finance this paper dives into the potential
the state of Kerala in materializing green finance investment opportunities with regard to its social,
economic, environmental and cultural background. In addition the paper evaluates the existing policy

framework the state has adopted in connection with sustainable practices in general and green finance in
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particular. Thereby this paper makes a cross content evaluation of how sustainability in key sectors like

tourism , agriculture and blue economy can support the upbringing of a resilient economy in Kerala and

how green finance can support the promotion of sustainability in these key sectors.

I1. Objectives of the study.

1. To introduce the concept of green finance and identify financial instruments and investment models
adopted under this initiative.

2. To assess potential Kerala has with regard to green finance by evaluating its social, economic,
environmental and cultural background.

3. To identify existing policy framework adopted with regard to green finance in the state.

4. To evaluate the role of sustainable tourism, agricultural practices and the blue economy in creating a
resilient economy in Kerala

5. To assess the role of green finance as a catalyst for harnessing sustainability in tourism agriculture and

blue economy to build a resilient economy in Kerala

I11. Methodology
This study is conducted on the basis of information gathered from secondary sources which include reports,
blogs, online and offline articles, websites etc. Case study evaluation is also made to assess the policy

framework and financial mechanism currently prevailing in relation to green finance.

IV. Green Finance Concept & Definition
o Concept:
Green finance is a transformative funding mechanism that integrates a long-term purpose oriented and
sustainable focus in development projects. It aims at creating a synergy of economic return and environment
return, by allocating funds to ecologically sustainable projects that are capable of generating economic gain
in the long run.
. Definition:
The European Banking Federation defines green finance as financing activities that directly provide
environmental benefits within the context of sustainable development. This includes financing projects
addressing environmental aspects like pollution, greenhouse gas emissions, and biodiversity, as well as
climate change-related aspects such as energy efficiency, renewable energies, and climate change
mitigation. Additionally, the EBF also considers financing activities while taking into account potential

exposure to environmental and climate change risks.
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o Introduction to green finance instruments & Investment models

Role of financial sector in addressing environmental and climate related crisis is inevitable. From a concept
limited to ethical investments in 1970’s and 1980’s, green finance has transitioned from the idea of being a
mere altruistic approach to a more structured and market driven approach. As of now from a subtle obscure
element in financial market it has been gaining traction, as financial institutions have taken up approaches
for developing various green financing models, issuing financial instruments and ensuring regulatory
compliance and integrating ESG integration thereby making green finance more accessible and mainstream.
In this section we introduce various green finance instruments.
V. Various Green Finance Instruments

Broadly green finance instruments can be categorized as:
° Debt Instruments

° Equity Instruments

° Grants & Subsidies

° Guarantees

° Insurance Products

Debt Instruments:

In green finance debt instruments the issuer borrows money from the investors with a promise of repaying
a principal and interest overtime to finance projects and initiatives that aims at promoting sustainability and
promoting transition to low carbon economy. Financial instruments that comes under this head are as

follows:

° Green Bonds:

Green bonds are instruments that are similar to regular bonds issued by governments, institutions and
companies to raise money for environmentally friendly projects. Investors get periodic interest payments
and return of principal amount at the time of maturity. Issuers are obliged to report how funds are utilised
and its impact to ensure transparency. This mode of financing is suitable for projects of medium —long term
tenure say 5-30 years, that are capital intensive and that have measurable positive impact.

Example: Renewable energy, public transport, wastewater treatment, sustainable agriculture, etc.

° Green Loans:

Green loans are loans offered to finance and refinance projects that promotes sustainability and
environment viability. These are issued as per Green Loan Principles published by Loan Market Association
(LMA), Asia Pacific Loan Market Association (APLMA), Loan Syndications and Trading Association
(LSTA).These loans are issued by Commercial Banks, Development Banks & DFls, Export Credit
Agencies, Multilateral Institutions, Green Finance Funds, Government Agencies and Specialized Green
Finance Units. These loans are medium and long term source of finance suitable for small to medium sized
environmentally sustainable projects.

Example: Installation of Rooftop Solar Panels, LED Lighting Retrofit in Commercial Buildings, Rainwater

Harvesting Systems
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° Green Sukuk:

Green Sukuk is a shariah complaint financial tool or in other words an Islamic bond that follows Islamic

finance principles like no interest (riba), no speculation (gharar) and no harmful activities. In this mode of
financing the issuer identifies a green project by assessing both Shariah compliance and green impact. After
ensuring regulatory complaince and certification requirements sukuk is issued to investors. Instead of
earning interest (which is not allowed in Islamic finance), investors receive returns in the form of Rental
income (ljara Sukuk), Profit-sharing (Mudarabah or Wakala Sukuk), Pre-agreed profit margin (Murabaha
Sukuk). These returns are generated from the income of the underlying green asset (e.g., revenue from solar
power sold to the grid). The issuer must use the proceeds only for green projects and report regularly on

both environmental impact and financial performance.

° Sustainability Bonds:

Sustainability bonds are fixed income bearing debt instruments which has a scope wider than green bonds
as it covers financing of projects having social benefits along with environment sustainability. These bonds
are issued as per ICMA's Sustainability Bond Guidelines (SBG). Sustainability bonds are suitable for
Governments funding broad development and climate goals, Corporates addressing both environmental
and social responsibilities. And Development banks aiming to support inclusive and green growth.

° Sustainability Linked Bonds:

These types of bonds are debt instruments issued to achieve specific sustainability targets unlike financing
a specific project. In this case issuer sets specific sustainability performance Targets and raise funds to
achieve these targets. Attainment of the targets are periodically reviewed with the help pre-set performance
indicators, if the issuer fails to achieve the target penalties may be imposed as higher interest or other
manners. Issue of SLB’s is aligned with with ICMA’s Sustainability-Linked Bond Principles (SLBP). Issuer
is under obligation to make regular disclosure of targets, methodologies and progressions. Since these bonds
are not linked to a specific projects financing using these bonds are more suitable for companies and
institutions that are aiming at improving sustainability across operations not just a project and sector

focusing on climate aligned transformation.

° Green Masala Bonds:

Green masala bonds are bonds that are denominated in Indian rupees issued outside India. Indian entities
issuing such bonds use the proceeds to finance environmentally viable projects. In this case the issuer
generally Indian corporates, financial institutions and public sector enterprises selects environmentally
sustainable projects, consequently the bond is structured in relation to the amount, tenure and coupon rate
in Indian rupees. After which a verification is conducted by a third party for certification of alignment with
green bond principles, finally bonds are issued to foreign investors via international exchanges. Financing
through this instrument is suitable for long term infrastructure projects that have measurable environmental

impact in the long run

[JCRT2510737 ] International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ] g286


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 10 October 2025 | ISSN: 2320-2882

° Green External Commercial borrowings:

A subset of regular external commercial borrowing where an Indian entity borrows from foreign sources
like foreign banks, international financial institutions or overseas investors to finance green projects, In
other words these are debt instruments denominated in foreign currencies. Issue of these securities is
regulated by RBI under its ECB framework. This mode of financing is usually ideal for medium to long
term financing for projects with three plus years gestation period.

Equity Instruments:

Green equity instruments are those instruments that offer investors ownership in a organization driven by
sustainable practices. Proceeds contributed by the investors are utilised for environmentally sustainable
practices. Returns of the investors are determined by financial performance and growth of the company.
This mode of financing is usually suitable for long term impact-oriented investments. Issue of these
instruments are governed by the ESG norms of SEBI. The following are the instruments that come under

this category

° Green IPOs (Initial Public Offerings)

° Green Mutual Funds / ESG Equity Funds

° Green Venture Capital / Private Equity

° Green Exchange-Traded Funds (ETFs)

° Green REITs (Real Estate Investment Trusts)

° Green IPOs (Initial Public Offerings):

Green IPOs are the initial public offering by a green company. Shares so issued are listed and publically
traded after the IPO. Investors receive ownership in the company. Funds so raised are generally utilised for
expansion, up gradations in technology and financing new green projects. Returns depends upon market
performance and company growth. Suitable for capital intensive and long term projects and for investors
whose focus is on long term returns and who values participation in green transition and ESG compliance

portfolios.

° Green Mutual Fund:

Green mutual funds aims at pooling money from investors to invest in companies that have environmental
sustainability orientation. These are regulated mutual funds that are open to public investors. They are
characterized by market linked returns. It aims at supporting organisations that aims at sustainable growth

and market resilience.

° Green REITs (Real Estate Investment Trusts):

An Investment trust that is often listed which is entrusted with the task of pooling money from investors to
invest real assets that environmentally viable. Climate resilient energy efficient and eco-friendly. Returns
take form of rental income and capital appreciation. Investments can be taken up by both retail and
institutional investors. It is regulated by SEBI under REIT regulations.
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° Green Exchange-Traded Funds (ETFs):

Green ETFs offer retail investors options to invest in a group of companies that are engaged in environment

friendly and sustainability focused practices. These are highly liquid instruments as it can be easily traded
in stock exchanges. It allows investors to sync investments in environmentally focused firms at a reduced

risk.

° Green Venture Capital / Private Equity:

In simple terms green venture capital or private equity can be explained as the equity financing made at the
early stage or growth stage of green companies. In other words, investment made in start-ups that take up
environmentally viable and sustainable practices. Investors here get an equity stake in the organization.
Returns are usually generated through IPO, mergers and sale of stake. Investments are usually accompanied
by high risk. However, has a higher return potential in case the institution prospers.

Grants & Subsidies

Grants and subsidies in green finance refers to the financial support provided by the government
international agencies and other institutions to gear up environmentally responsible and durable initiatives.
These appears in the form of direct funding, tax incentives, interest rate support and subsidies. It aims at
reduction of initial investment burden in adopting green innovations, encourages innovation and ensures
equitable access for green solutions. Let as have an overview on various subsidies and grants offered in

India:

Types of Green Subsidies in India

Green subsidies are financial support offered by government or designated international bodies to promote
individuals, institutions and corporate entities to encourage clean, green and sustainable practices. Here are
the forms of green subsidies prevalent in India:

1. Capital subsidy: Financial assistance offered by government or any other funding agencies to support in
the phase of initial investment in relation to a green initiative.

2. Interest subsidy: In this government support green finance participants by paying part of interest in
relation to their green loans thereby reducing their financial burden.

3. Viability Gap Funding (VGF): A funding mechanism in which government offers financial assistance
to socially beneficial and economically viable projects that seems financially unattractive due to low initial
return and long, gestation period. It mainly focuses on infrastructure projects that adhere to green objectives
of the state.

4. Operational Subsidy: Form of recurring support to fund ongoing and maintenance cost of a project other
than initial investment.

5. Subsidy on Inputs: Financial support or concessional offered by government in acquiring essential raw

materials, equipment’s and resources.
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Green Grants

Green grants are financial aids by government NGO's, international bodies or private foundations to
encourage projects that promotes environment sustainability and positive environmental impact over period
of time

1. Renewable Energy Grants: Renewable energy grants are offered by the Ministry of New and Renewable
Energy (MNRE) and Indian Renewable Energy Agency (IREDA) to promote solar, wind,biomass and small
hydropower. eg Grants for solar rooftop insatallions.

2. Forestry and Biodiversity Conservation Grants: Provided by the Ministry of Environment and climate
Change (MoEFCC), National Biodiversity (NBA) to support afforestation, conservation and documentation
of biodiversity. Eg; National Afforestation Programme (NAPP and grants for community Forest resource
management.

3. Climate Change And sustainable development Grants: Climate Change adaption fund provided by
National Adaption Fund for Climate Change, UNDP, GEF small Grants Programme to support climate
resilient agriculture, water management and renewable technologies. eg grants to state governments and
NGOs for climate adaption pilot projects.

4. Waste Management & Pollution Control Grants: Grant provided by Central Pollution Control Board
(CPCB), Swatch Bharat Mission to promote solid waste management, e-waste recycling and pollution
control technologies. eg. funding for decentralized composing units, grants for setting up recycling and
waste segregations centres.

5.Eco Tourism and green infrastructure grants: Grants provided by Ministry of tourism, State Eco
Tourism Boards to promote sustainable tourism, conservation linked livelihoods and green infrastructure.
eg. Grants for developing eco-trails, nature camps and incentives for green certified hotels.

6.Water Conservation and Management grants: Grants offered by Ministrf Jal shakti, NABARD (under
RIDF and WDF) to promote rain water harvesting, water shed development and water efficient farming. eg.
Atal Bhujal Yojana, Watershed Development Fund Projects.

7. Research And Innovation Grant for Green Technologies: Provided by department of Science and
Technology (DST), BIRAC and private CSR funds to promote innovation in clean technologies, green start-
ups and sustainable products.eg. Technology development in clean energy, incubation grants for green start-
ups etc.

Green Guarantees in Green Finance

Financial instrument in the context of green finance that aims at mitigating the risk associated with green
projects. Distinguishing from grants or loans guarantee does not involve direct funding but cushions the
impact losses of investors by guaranteeing their repayment. Thus, it is a non cash support offered by

government, development bank and international agencies to encourage investments in green projects.
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Types of Green Guarantees

1. Credit Guarantee: covers the risk of borrower default in case of loans in relation to green projects.
2. Performance guarantees: Ensure performance of green projects to attain the expected

environmental and sustainability targets.

3. Loan Portfolio Guarantee: Ensures portfolio of green loans to spread risk.
4. Payment Guarantee: Ensures that take offers pays for the services.
5. Political Risk Guarantee: Protects from the impact of government actions and policy reforms.

Green Insurance

Green Insurance refers to insurance products that indemnify the loss associated with environmental factors
like climate change and natural disaster and uphold eco-friendly and sustainable practices. It comprises of
traditional insurance products inclined with green concepts and new products specifically designed cater
climate and environmental risk.

Types of green insurance Products

1. Renewable energy insurance: Covers risk associated with renewable energy projects.

2. Green building Insurance: Offers coverage for buildings constructed under green standards.
Includes coverage for rebuilding with eco materials.

3. Eco-Auto Insurance: Special policies for EV o and hybrid vehicle owners. Includes coverage of
EV batteries.

4. Weather and climate risk insurance: Provides coverage for damages caused by climate related
disaster like floods draughts etc.

5. Environment liability insurance: Covers cost acquired in relation to pollution and contamination.
6. Carbon credit and climate finance insurance: Cover projects dealing with carbon credit and
emission reduction targets.

7. Reforestation and bio diversity insurance: Covers afforestation and conservation projects.

8. Green business Interruption Insurance: Covers business loss of eco business due to climate

changes and supply chain events.

V1. Overview of Social, Economic, Environmental, Cultural background of Kerala:

o Social Background of Kerala

Compared to other states Kerala has a progressive social atmosphere. Its social framework is constituted by
high literacy rate currently estimated at 96.2%( further breaking down 96.11% male literacy, 93.07% female
literacy, 96.96% urban literacy and 95.49% rural literacy) altogether placing it in a position which is slightly
higher than national average, gender equality with a female- to-male ratio of 1084 females for 1000 males
higher than national average of 940, strong health care system contributing towards low infant mortality,
high life expectancy averaging at a figure of 77.28 years ( approximately 74.39 years for males and 79.98
years for females), well framed and implemented social welfare schemes and harmonious rural — urban

balance which is achieved through even distribution of development and welfare activities.
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o Economic Background of Kerala

Kerala’s economic scenario can be described as pluralistic and versatile as it is characterized by a multi
sectorial economy. The structural transformation that set out in early 1980°s led to relative increase in
dominance of service sector securing a share of 57.21% of the state’s Gross Domestic Product (GSDP) as
for the fiscal year 2023-24. (board, 2025).Simultaneously primary sector comprising of agriculture, fishing,
forestry and mining holds a significant position regardless of its declining share to the states Gross Domestic
Product (GSDP). In addition state has been as a high remittance economy as compared to other regions and
has portrayed a unique strength of versatility by embracing new sectors like IT, green energy, knowledge
economy etc.

o Environment background of Kerala:

State renowned for its rich bio diversity and natural heritage with its lush green forest, vast coastlines, and
prestigious Western Ghats along with vivid water bodies has a prominent position in the ecological
landscape of the country. However, states exposure to various environmental challenges over the past few
years, has directed the state’s general environment scenario to a transitioning phase to acquire a balance
between development and sustainability.

o Cultural background of Kerala:

Kerala has dynamic, heritage rich and deep-rooted cultural background. This distant and vibrant cultural
background has played a pivotal role in shaping the socio- economic and political landscape of the state.
Kerala is marked unparalleled by its distinctive social, economic, cultural and environmental aspects. From
its highly professed biodiversity, renowned up gradations in the area of education, healthcare and
infrastructure developments, treasured legacy of cultural and traditional practices and positive economic
landscape, the state portrays a unique social, cultural, environmental and economic scenario. This section is
focused in identifying the social, economic and environmental traits that contributes to this distinct domain
of the state and how these traits open up doors for the implementation of sustainable practices in particular

green finance initiatives.
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VII. Assessment of Kerala’s potential for green finance initiatives in light of state’s social, economic,

cultural and environmental background.
This section makes a contextual assessment of how Kerala’s distinctive traits in social, economic, cultural
and environmental aspects aligns to the opportunities that green finance opens up. Following table makes a

precise mapping of the strengths and opportunities.

TABLE 1

Assessment on the basis of social background

Dimension Highlights Opportunities in Green Finance

° Well informed public creates a viable
platform form implementing green finance
initiatives.

° Positive and supportive attitude towards
green policies and public private partnership can be

High literacy and public awareness
visualized

° Awareness and understanding  on
sustainability encourage investments in green
projects and foster demand for green products like

green bonds.

° Investments will be enabled in sustainable

health care practices.

° Green finance can be used for supporting
Strong healthcare and social | energy efficiency upgrades, renewable energy use
SOCIAL infrastructure and improving waste management practices.

° Attractiveness of industry will be improved
by its green initiatives, thereby stimulations can be

noticed in the area of medical tourism

° Offers an inclusive environment for

) ~ | implementing green initiative projects
Reform oriented gender policies

° Creates an ideal avenue for introducing
and women empowerment

green finance tools like micro loans and support

grants

° Priority for sustainability, quality of life and
High Human Development index | social equality in this context act as a driver

towards investments in sustainable business
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renewable energy projects and eco-friendly

technologies

Large remittance economy

° Increased financial stability due to the
steady flow of remittances increases prospects of
channelizing funds to green bonds, impact

investment and sustainable housing projects

Community participation

grass root movements

and

° Faster acceptance for green finance
initiative as they align to the basic requirements of
the local communities like participative and

sustainable development projects.

Strong foundation for cultural

sustainability

The phase of cultural sustainability which

promotes traditional environmental practices,
community-based projects and sustainable tourism

is itself a call for green finance initiatives.

TABLE 2

Assessment on the basis of economic background

Dimension Highlights Opportunities in green finance
Dominance of service sector adds up advantage for
green finance initiatives by opening up pathways for
Service sector dominance investment in sustainable tourism, green health care
infrastructure, sustainable 1T parks and renewable
energy projects.
Green finance is viewed as the ideal approach for
Agriculture  and  plantation | dealing with challenges like climate change, erratic
economy monsoons, lack of irrigation facility and
modernization in the sector.
ECONOMI
Synergy of traditional and modern industries in Kerala
C Inclusive industrial landscape

characterised by coexistence of

is a call for sustainability and resilience, which can be

. materialized by channelizing investments to
traditional and modern o )
) ) renewable, energy-efficient, and environmentally
industries. ] ) ] .
friendly projects, infrastructure, and amenities
Evolving knowledge economy nurtures green finance
Evolvement initiatives by developing green technologies, fintech

of knowledge economy

solutions like green bonds, carbon credit trading and

climate risk assessment tools, energy efficient and

[JCRT2510737 ] International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ] g293



http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 10 October 2025 | ISSN: 2320-2882

climate smart solutions and greater environmental
awareness that promotes public-private partnership in

green finance initiatives.

Fiscal challenges open up opportunities for green
finance as it extends new avenues to fund
infrastructure projects keeping in terms with energy
efficiency and sustainable goals, green finance can
_ also be used as a tool in attracting private funds for
Fiscal challenges ) o o )
various public initiatives and it is the best possible tool
to pave way for the states journey towards resilience

despite of its fiscal challenges

TABLE 3
Assessment on the basis of environmental background

Dimension Highlights Opportunities in green finance

Ecological diversity is a call for adoption of
sustainable practices, which can be materialised
Extensive Biodiversity through fostering an alignment of financial tools
with environmental goals. Thus green finance
initiatives helps Kerala in finding fund for
conservation of its valuable forest, marine and
water resources and thereby paving way towards

sustainable development.

Kerala's immense potential in solar, wind,
Environmental hydropower, biomass and biogas and tidal and
Potential for Renewable Energy | wave energy opens up opportunities for funding
using green bonds, concessional loans and

public -private partnership

Geographical, climatic and ecological factors
like high rainfall, western ghats, network of
rivers, backwaters and lagoons, wetlands and
ponds and short coastline river distance makes

Kerala rich in water bodies. This again
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Water based economic potential highlights the need for preservation and
conservation of these salient possessions, which
can be achieved by implementing projects like
revival of traditional water systems, watershed
management projects, rain water harvesting,
urban storm water management, development of
hydropower projects and other climate resilient
water management projects. To materialise all
these green finance is adopted as the best option
as it facilitates adoption of a funding mechanism
that blends financial resources with ecological

restoration and inclusive growth goals.

Green finance encompasses purpose driven
investments, tailored instruments that have long
Climate fragility and related risk | term focus on sustainability, by proactively
engaging in resilience, retreat and rejuvenation

of ecology.

Green finance can play the role of core
) ) facilitator of green urbanism by rolling out
Evolving green urbanism h ) ]
enduring, forward looking and purpose driven

funding strategies.

Blue economy prospects of Kerala can be
harnessed by sourcing funds using green finance
initiatives like green bonds, eco labelling, crowd
Blue economy Prospects : o -
funding etc, thereby gaining a position to
achieve sustainable marine and coastal projects

and encouraging balanced growth.

Green finance can help in earmarking long term

_ _ funds to develop sustainable practices in
Ecologically integrated ) )
) agriculture laying out a roadmap to develop
Agriculture ) ) ) N
sustainably integrated and climate resilient

agricultural model
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TABLE 4

Assessment on the basis of cultural background

Dimension Highlights Opportunities in green finance

To support green entrepreneurship
through micro finance and green credit.
Handicrafts & Eco-friendly products Financing eco certified production units
using renewable energy and waste

reduction methods

Financing green renovation of existing
Cultural Traditional kerala Architecture and | building and conservation of heritage
heritage building building. Promotion of sustainable cum
traditional building constructions

Investment in eco-friendly cultural
- _ tourism infrastructure.  Financing
Traditional Performing Art’s ) )
preservation and revival of art related

traditional materials and practices

VIII. Current Policy Framework in Relation to Green Market Initiatives in Kerala
Over the past few years, Kerala has seen an increasing focus on sustainable development, with the
government implementing a series of policies to encourage green market practices.
These efforts are meant to incorporate environmental factors into economic planning, encouraging eco-
friendly production, consumption, and trade. This section discusses the existing policy framework in the
state, identifying major regulations, incentives, and institutional mechanisms that facilitate green
market efforts in the state.
1. Kerala State Action Plan on Climate Change (SAPCC)
o Objective: Aligns with India's National Action Plan on Climate Change (NAPCC) to mitigate
climate risks and support green growth.
o Relevance to Finance: Supports budgetary allocations and investments in climate-resilient sectors
such as water, agriculture, energy, and eco-tourism.
2. Kerala Infrastructure Investment Fund Board (KIIFB)
o Function: A government-owned financial institution investing in infrastructure projects.
o Sustainability Link: Funding green infrastructure like environment-friendly roads, renewable
energy ventures, and waste management facilities.

o Innovative Financing: KIIFB ventures into green bonds and blended finance strategies.
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3. Haritha Kerala Mission

o Focus: Conservation of the environment and sustainable development at the grassroots.

o Financial Angle: Uses local funds and CSR funds for solid waste management, organic cultivation,
and conservation of water.

4. Responsible Tourism Mission

o Aim: Encourage tourism that is community-based and environmentally friendly.

o Financial Mechanism: Promotes microfinance, cooperative investment, and financial institution
partnerships to fund local entrepreneurs.

5. State-Level Policies and Incentives

o MSME Policies: Provides incentives to green businesses such as tax relief, capital subsidy, and
priority sector lending.

o Renewable Energy Promotion: Kerala State Electricity Board (KSEB) and ANERT offer subsidies
and net-metering assistance for solar ventures.

6. Role of Banks and NBFCs

o Green Financing by Local Banks: A number of regional banks provide green loans (e.g., for
electric vehicles, solar rooftops).

o Inclusion of ESG in Lending: New trend of integrating Environmental, Social, and Governance
(ESG) factors in credit decisions.

7. Conformity with National Sustainable Finance Guidelines

o RBI Guidelines on Green Finance: Kerala-based institutions follow Reserve Bank of India's
guidelines for green and sustainable lending.

o SEBI ESG Norms: For listed companies in Kerala for responsible disclosure and attracting

investments.

IX. Building a Resilient Kerala: The Role of Sustainable Tourism, Agriculture, and the Blue Economy
Kerala, with its ecological wealth and cultural diversity, is under growing pressure from climate change,
economic volatility, and dependence on conventional development paradigms. To counter these challenges
and construct a resilient economy, there is a need to embrace sustainable development paradigms that
balance environmental integrity, economic sustainability, and social equity. Among such strategies,
sustainable tourism, sustainable agriculture, and the Blue Economy are major pillars. This
chapter analyzes the role of these three sectors in contributingto economic resilience in Kerala.
SustainableTourism
Sustainable tourism encompasses responsible tourism practices that have a low impact on the environment
and host communities and promote cultural exchange and economic gain.

Characteristics include:

° Protection of natural and cultural heritage
° Involvement of local communities and sharing benefits
° Management of waste and efficiency of resources
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° Focus on local culture, traditions, and eco-tourism

SustainableAgriculture

Sustainable agriculture encourages environmentally friendly, economically viable, and socially equitable
farming practices. It guarantees long-term food security while maintaining the integrity of ecosystems.

Features include:

. Crop diversification and organic farming

. Soil and water conservation

. Lower application of synthetic inputs

. Improving farmer livelihoods through equitable market access

BlueEconomy
Blue  Economy refers to sustainable use of ocean and water-based assets for  economic
growth, better livelihoods, and the health of  ecosystems. Blue Economy hasa huge potential  for

coastal areas such as Kerala. Some features are:

. Sustainable fisheries and aquaculture
. Protection of marine biodiversity

. Coastal shipping and tourism

. Renewable marine energy

Following Table is a tabular representation of practices and strategies in relation to sustainable tourism,

sustainable agriculture and blue economy contribute towards Kerala’s resilient journey.

Table 5

Mapping of sustainable tourism practices and strategies with its contribution to resilient economy

_ ) Contribution to | Specific Impact on Kerala
Sector Strategies & Practices .
resilient Economy context
. Eco —Tourism
_ Diversifies income
. Ethno Tourism Reduces dependence on
sources and )
. Community seasonal tourism; €mMpOWErs
promotes -
tourism ) local communities
entrepreneurship
. Green Tourism
Sustainable Green infrastructure, | Reduces Preserves Kerala’s fragile
tourism waste management in | environmental stress | ecosystems (e.g., Western
tourism zones and disaster | Ghats, backwaters)
vulnerability
Promotion of | Keeps economic | Encourages cultural
homestays and local | benefits within | preservation and inclusive
experiences communities growth
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Table 6

Mapping of sustainable agricultural practices and strategies with its contribution to resilient economy

Sector Strategies & Practices | Contribution to | Specific Impact on Kerala

resilient Economy | context

Organic and climate- | Enhances food | Adapts to Kerala’s unique

resilient farming | security,  reduces | agro-climatic zones and
techniques input dependency | monsoon variability
) Increases
Sustainable Farmer Producer o
] o bargaining power, | Strengthens rural economy
agriculture Organizations (FPOs), ) L
reduces income | and ensures fair pricing

cooperatives N
volatility

Integrated farming and | Diversifies income | Builds rural tourism and

agro-tourism for farmers food sovereignty
Table 7
Mapping of blue economy related practices and strategies with its contribution to resilient economy
Sector Strategies & | Contribution to resilient | Specific Impact on Kerala
Practices Economy context
Sustainable Sustains  livelihoods of | Supports Kerala’s large
fisheries, coastal communities fisherfolk population
aquaculture, coastal across 580+ km coastline

zone management

Marine Protects biodiversity, | Preserves estuaries and
Blue Economy | conservation and | ensures long-term marine | backwater systems critical

eco-marine tourism | productivity to ecosystem balance

Coastal Reduces impact of climate | Increases disaster
infrastructure and | events like cyclones and | resilience in vulnerable
early warning | sea-level rise coastal regions

systems

With the inclusion  of sustainable tourism, agriculture, and Blue Economy activities, Kerala
can minimize its  economic weaknesses, promote coastal and rural livelihoods, and achieve long-term
ecological equilibrium. These industries, when planned properly,
provide a way forward for an inclusive and resilient economic future. Green Finance as a Driver of
Sustainability in Tourism, Agriculture, and the Blue Economy: Guiding Kerala toward a Resilient Future

In Kerala's journey toward sustainable development, green finance is a revolutionary catalyst—not just a

financing instrument, but a strategic facilitator that can propel the shift toward a low-carbon, equitable, and
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resilient economy. By directing investments toward environmentally benign and socially equitable ventures,

green finance is a driving force behind harmonizing economic development with nature's balance. Its
catalytic effect is most visibly felt in three critical sectors that form Kerala's socio-economic fabric: tourism,
agriculture, and the blue economy.

In the tourism industry, a critical pillar of Kerala's GDP and employment base, green finance encourages
the deployment of sustainable infrastructure, waste management facilities, and energy conserving
operations. Financial tools like green bonds, concessional loans, and sustainability-linked investments can
enable stakeholders to transition to responsible models of tourism that reduce environmental impacts and
maximize community value. Green investments in eco-resorts, heritage conservation, and local crafts
industries are rewarded with long-term ecological conservation and cultural heritage. In this way, green
finance redefines tourism as a high-impact activity to become a regenerative economic driver, making
Kerala a more sustainable tourist destination.

Likewise, in the agricultural industry that sustains a large rural community, green finance helps to shift
towards climate-smart and organic farming methods. By financing sustainable irrigation, improvement of
soil health, use of renewable energy in agriculture, and agri-tech innovations, green finance lowers the
sector's climate change vulnerability and increases food security. Green credit lines, green agricultural
subsidies underwritten by government, and microfinance institutions can empower small-scale farmers to
undertake low-carbon practices, decreasing greenhouse gas emissions while increasing yield and income.
This results in a more sustainable rural economy, more able to withstand environment and market shocks.
In the blue economy, including fisheries, coastal tourism, and marine resources, green finance promotes
nature-based growth. Investments in sustainable fisheries, conservation of marine biodiversity, coastal
infrastructure resilience, and renewable ocean energy schemes are critical. Blue bonds and blended finance
mechanisms can support initiatives that restore coastal ecosystems such as mangroves and coral reefs, which
act as natural buffers against climate impacts. Moreover, green finance supports capacity building for coastal
communities, enabling them to manage resources sustainably and enhance livelihood security.

By bringing together environmental, social, and economic aspects, green finance thereby closes the gap
between policy ambition and implementation reality. It not only addresses market failures by internalizing
ecological costs but also stimulates innovation and inclusivity. By mobilizing public-private partnerships
and international climate finance flows, Kerala can raise the capital needed to develop a diversified green
economy that is resilient to pandemics, climate shocks, and global economic uncertainty.

Lastly, green finance is not just an instrument—it is the cornerstone of a systemic change. Its power as a
driver rests in its potential to drive sustainable action throughout the economy, trigger scalable effect, and
bring forth a climate-resilient economy that encapsulates Kerala's special ecological and cultural character.
Since the state aims to be a role model in sustainable development, incorporation of green finance into its
economic plan will be pivotal in converting weaknesses into strengths and attaining prosperity that will last

for generations.
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CONCLUSION

The chapter has thoroughly discussed green finance as a revolutionizing instrument in the creation of a

strengthened Kerala, highlighting its applicability in tourism, agriculture, and the blue economy. Through
the introduction of the term green finance and its principal instruments—Ilike green bonds, sustainability-
linked loans, and impact investment models—it is clear that capital market innovations are fundamental in
channeling funds towards sustainable development. The peculiar socio-economic, environmental, and
cultural setting of Kerala further promotes its potential to be a promising ground for green finance activities.
The high degree of environmental awareness, community engagement, and progressive social indicators of
the state make it an exemplary model for the successful implementation of green financial practices.

Analysis of the current policy framework in Kerala discloses an increasing convergence with national and
international sustainability aspirations, although it also points to a need for greater integration and
implementation. Significantly, the chapter highlights the interdependence of blue economy, sustainable
tourism, and environmentally friendly agriculture as pillars of a robust economic system. These sectors not
only conserve natural and cultural heritage but also foster inclusive growth. Green finance, when used
strategically, becomes a catalyst that unlocks resources, addresses environmental risk, and promotes long-
term sustainability. Therefore, it provides a clear road map for Kerala to become a robust green economy

that is economically strong and environmentally friendly.
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