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Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• Policy interventions 
offering concessional 
financing for consumers 
to install solar rooftops 
or electricity cost 
rebates in case of 
transferring back 
electricity to the grid 
may encourage buyer-
side momentum in this 
space.

• Blended financing is 
viable for Solar PV 
plants under IPP or PPP 
schemes.

• Sri Lanka is facing difficulty in attracting large scale 
solar development investments due to inadequacy of 
documents, lack of transparency and arduous laws. 
Government intervention in the form of establishing a 
policy framework and simplification of laws can help in 
addressing such issues.

• It is imperative to identify ways of increasing energy 
generation without adding more pressure on grid 
expansion. CEB has agreed to connect 2,600 megawatts 
of renewable energy without any large expansions. 
Additionally, 4600 megawatts of renewable energy have 
been identified to be reconnected by 2030 to reach the 
70% electricity, decarbonizing target.

• Solar rooftop developers need to take appropriate steps 
to lower their costs by employing locally available raw 
materials and value additions.

• As per experts, solar rooftop is the easiest and the fastest 
way of expanding RE without requiring foreign funding and 
thereby, boosting the economy, especially in the immediate 
term. Additional intervention from the government can help 
in achieving solar rooftop expansion targets. 

• Developers can convert the current Net Plus systems into 
Net Metering systems to utilize the existing infrastructure.

• However, the cost associated with implementing rooftop 
solar is an important factor to be considered as solar 
rooftops are globally expensive than ground mounted 
space.

• As per experts, the cabinet 
is proposing to pass a bill 
which would encourage 
commercial banks to lend 
at nominal interest rates 
and enable better cash 
flow for developers to have 
a positive attitude towards 
solar utility.

• Even though foreign 
funding has been limited, 
investment flow is 
expected to improve going 
forward. Under large-scale 
development projects, the 
customers are primarily 
export oriented companies 
who have the option to 
import their own material.

• Availability of land 
is a prerequisite for 
success of solar 
projects. Recent 
budget proposals on 
land aim to resolve 
land issues which 
restrict growth of 
RE and sustainable 
energy sector.

• GOSL has issued 
various policies on RE 
with anticipated 70% 
power generation 
from RE by 2030. 
Improving production 
facility of solar panels, 
electric vehicles, and 
assembly of these 
vehicles are key focus 
areas.
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Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• Funding sources include Venture 
Capitalists (VCs), Private Equity 
(PEs), and Development Finance 
Institutions (DFI), who would 
have similar requirements for 
funding projects or investee 
companies, including assured 
logistics, inputs, and technical 
expertise, understanding trigger 
points of the behavioral factors, 
and understanding benchmark 
studies. 

• Thought must also be put into 
engaging with Sri Lankans 
who have made a name for 
themselves abroad. Catalytic and 
philanthropic funding is also a 
viable alternative to supplement 
traditional banking facilities.

• Biofuel production is 
considered under the 
purview of the integrational 
crops business model. Thus, 
biofuel/biomass cannot be 
considered as a standalone 
business function for any 
investor, but as an add-on 
cashflow as no business 
would be viable with 100% 
focus on biofuel. This 
implies that businesses can 
employ unutilized land of 
tea and rubber farm owners 
as well.

• New Climate Secretariat 
can remove inter-
departmental blockages 
which hinder the process 
from the perspective of the 
government.

• From the perspective of 
traditional funding in Sri Lanka, 
banks are often required to 
provide working capital for 
funding biofuel projects. As the 
bankers need to secure and 
reassure depositor money, they 
would readily fund small-scale 
projects, but funding large-scale 
projects in this sector is difficult 
without any confirmed financial 
returns.

• In addition, given the current 
economic climate and 
price fluctuations for basic 
supporting infrastructure for 
such businesses such as – 
transportation, feedstock 
for biomass manufacturing 
units, assumptions driving the 
business models are uncertain. 

• Some of the additional inputs required 
to scale up from the perspective 
of decision makers or/and policy 
advocates include:

 − Data driven decision making 
for investors to identify profit 
potential, with specific emphasis 
on the supply side. Organizations 
promoting investment (BOI, UNDP) 
should be able to provide data-
backed evidence to gain investor 
support.

 − As per MDF, customers expect 
relevant state institutions and 
policy advocates to discuss 
the possibility of establishing a 
framework for certification which 
would serve as evidence of 
sustainable sourcing of biomass.

Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• Even though, investment climate 
for foreign investors is better 
in Sri Lanka than that in peer 
countries like Bangladesh, 
application of innovative financial 
instruments or funding structures 
needs improvement.

• Implementation of good 
agricultural practices 
(scientific growing methods), 
technology and innovation, 
which determine the future 
of agriculture requires 
development.

• Experts suggest that 
fundamental issues of land 
ownership must be resolved to 
improve the level of investment 
in cold chain or its digitalization.

• The subject of agriculture in Sri Lanka 
is handled by innumerable state 
institutions including Ministries. This 
hampers the growth of agriculture as 
cohesiveness is lacking in this sector. 
Establishing one consolidated entity to 
handle agricultural interests– including
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Financing Model Ecosystem 
Development Investor Activation Policy Reform/Advocacy

Development of this area can be done with 
minimum support infrastructure.

• Innovative financing instruments such as 
impact-linked bonds, sustainable finance bonds, 
women livelihood bonds (listed in Singapore 
stock exchange through IIX), guarantee funding 
facilities and catalytic instruments can be used 
for start-ups and agri-led entities.

 − For guarantee funds, a guarantee limited 
company can be set up which would 
place fixed deposits against Banks, which 
would partner with MFIs (Micro-Financing 
Institutions) or agri-institutions. Examples 
of loss guarantees are in place in several 
peer economies such as in Bangladesh 
and in other Asian contexts like Indonesia, 
reducing entry barriers for global investors. 
Data analytics that help understand risk 
thresholds is critical in this case.

• For start-ups that are looking for scalability, 
the size of the market is quite limited for a 
homegrown business to go the IPO way and 
thus, acquisitions by regional players are the 
way to go for achieving scale and growth. 
However, if platforms like iFarmer, that are 
looking to expand to Sri Lanka, can acquire the 
existing start-ups, both entities will benefit as 
iFarmer would gain access to Sri Lankan market, 
while start-ups would gain access to global 
markets.

• In Sri Lanka, development financial agents 
invest effort in extensive research, but obtaining 
funding is difficult. For example, first loss 
guarantees are very viable. Guarantee fund 
structure is quite simple. But the sustainability 
of these financial instruments is dependent on 
data analytics. Thus, funding should go towards 
innovation of efficient data systems.

• Two types of agri-
insurance are 
available in Sri Lanka, 
covering 60% of 
capital invested. 
However, these are 
not ideal for farmers 
as effective insurance 
schemes must be 
yield-based. For this 
purpose, data on vital 
parameters such as, 
price index, weather 
index or geographical 
yield are missing in 
Sri Lanka. Thus, the 
ecosystem needed 
for successful 
implementation of 
agri-insurance needs 
improvement.

• The World Bank Group has 
tried to connect smallholder 
farmers to markets by 
supporting technology and 
value chain developments 
with the support of Ministry 
of Plantation and Ministry of 
Agriculture. Grants issued are 
in proportion to the size of 
investors or corporates.

• As per experts, Sri Lankan 
expats (diaspora) should 
also be considered as 
target audience or potential 
investors. An ideal foreign 
investor must bring in new 
markets for the Sri Lankan 
farmer, and not just funding. 
As farmers lack direct 
connections with the expat 
community, multilaterals 
like UNDP or Board of 
Investment, Sri Lanka have 
advantageous positions to 
facilitate such intermediation. 
For example, MDF has a 
platform to address the 
needs of markets in Australia 
and New Zealand and create 
markets for Sri Lankan 
products.

– including advocacy and 
investment – would help in 
resolving this issue. Currently, 
there is no standardized 
regulatory framework to address 
these issues.

• Policy advocacy needs to be 
addressed. A high-level steering 
committee must be set up, 
comprising 70% participation from 
the private sector and a minority 
participation of ~30% from public 
sector.

• Implementing procedures and 
action plans has become more 
difficult, as labour migration from 
rural farming communities has 
increased, resulting in lesser 
proportion of youth choosing to 
work in agriculture.
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Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• Commercial Banks promote 
sustainability in financing through 
various programs which have a special 
focus on SMEs, MSMEs and women 
banking. 

• To define the ‘Green’ concept, SMEs 
banks not only consider the profits but 
also the impact on environment and 
the society (triple bottom line concept - 
profit, people, and the planet). Capacity 
building for SMEs to monitor, report and 
track social impact and SDG linkages, 
while also linking the financing made 
available for them, would help them 
unlock more opportunities for SMEs.

• Sri Lankan government now has the 
legal foundation needed to pursue 
green financing or any other type of 
innovative financing.

 − Central bank’s roadmap for 
sustainable finance has been 
finalized and is ready for 
implementation.

 − Green taxonomy is a framework or 
tool that foreigners may use as well.

 − UNESCAP has been helping the 
government create a framework 
for green bonds while working 
with the government and other UN 
organizations. These are sovereign 
instruments, through which GOSL 
borrows money from the market and 
uses it for green or blue initiatives.

• As a result of the economic crisis 
in the country, the cost of funding 
has become very high. Therefore, 
Sri Lanka must devise strategies 
for bringing dollars into the country. 
It’s also important to address the 
root cause of this issue, which is 
inadequate policy decisions and 
policy making.

• Despite various surveys conducted 
in the country, there is still a gap 
in collecting meaningful data. This 
is an area where multilaterals, like 
UNDP, can assist as data facilitators 
in collecting data for the industry to 
use in obtaining various certifications 
or embarking on the sustainable 
production journey.

• Additionally, there is a need to 
facilitate a conversation between 
industry and government on collecting 
relevant and consolidated data 
– to be used for KPIs, standards, 
sustainable financing loans and the 
like. This would help in making Sri 
Lanka a destination for textile industry 
and enhance the country’s confidence 
in this industry by creating a common 
platform/standard.

• To compete in the global market, 
quality and branding should be 
increased by a nationally recognized 
framework.

• BOI is focused on 
facilitation and has taken 
several steps to solve 
investors’ problems.  

 − All capital goods are 
permitted online - 
Obtaining permissions 
for selling goods 
online was a time-
consuming process, 
but it is now possible 
to obtain approvals 
for capital items and 
raw materials without 
physically visiting the 
BOI premises.

 − Establishment of 
Investor Facilitation 
Centre (IFC) - IFC 
is chaired by the 
Honourable State 
Minister and aims 
to resolve all 
issues pertaining to 
enterprises.

 − Assistance from JAAF 
- there are several 
forex issues which 
BOI aims to resolve by 
holding discussions 
with Sri Lanka 
Customs and Import 
Control Department 
and CBSL.

• There is a need for a policy 
framework to define the 
term ‘Green’, which is 
currently, unclear. There is 
no indication or clarity for 
a small business to declare 
‘we are green’ in the 
absence of such standards 
wherein impact measuring 
is unclear.
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Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• As nothing prevents the government 
from allowing for this kind of funding, 
some of those earnings can be 
used to establish a separate fund 
for the private sector, making it 
more comfortable for the latter 
and encouraging it to invest in 
these sectors. Innovative financing 
instruments come with a very 
complicated set of compliance 
related projects. There are very 
clearly defined pipelines, KPIs, 
impact monitoring and measurement, 
risk management tools, as well 
as reporting. UNDP has started to 
support the government in these 
areas and will be holding a few 
capacity building sessions in the 
coming months.

• There is also a need for a proper strategy 
to bridge the gap between high technology 
and low technology to bring innovation to 
SMEs. 

• Apparel industry in Sri Lanka has many 
tiers within the local economy (Collectors, 
resellers, etc.). Most of these small-scale 
businesses have been practicing the model 
of upcycling. There is an opportunity, if this 
can relate to the craft industry, creative 
sectors, and SMEs- as there are many skills 
which can be utilized.

• There is a need for a common platform to 
assess the performance of a business to 
distinguish green businesses from others. 
One of the ways to do this would be to 
transition the source of apparel industry’s 
power needs from renewable sources.

• Green energy solutions have the 
potential to support apparel sector in 
their manufacturing processes. However, 
under the current economic situation, the 
Electricity Board is unable to pay for the 
electricity generated by Net Plus investors, 
thereby deterring additional investment in 
the field of renewable energy. Furthermore, 
considering the link between level of 
electricity consumption by customers and 
the electricity generation from solar panels 
fixed on houses/premises, there is a need to 
switch from Net Plus to Net-Metering. Thus, 
zonal enterprises have requested BOI to 
grant investors duty-free access to goods 
related to renewable energy, which requires 
CEB’s approval.



13

Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• The issue of getting funding 
towards waste management is 
that largely investor appetite 
is not geared towards MSMEs 
– who are the primary players 
in this industry. It is considered 
too risky. Hence, the solution 
is to opt for a microfinancing 
structure.

• The possibility of stock to be 
recycled and used as collateral 
depends on case-by-case and 
bank-by-bank basis. Sometimes, 
the supply chain itself can be 
used as collateral.

• Banks in Sri Lanka are using 
cashflow based lending as 
collateral is the least preferred 
lending option due to its lack of 
feasibility.

• Thus, the prevailing funding 
issues in this industry stress on 
the importance of a blended 
finance fund

• The process of waste management 
must be made more transparent and 
streamlined while increasing the 
collection of data and its usage while 
making business decisions because no 
international agency will help if there isn’t 
sufficient data. 

• A sustainable mechanism needs to 
be identified to collect waste without 
damaging the environment. 

• Currently, actual waste collection is less 
than the estimated collection due to the 
presence of threatening elements in the 
waste collection system. Thus, improved 
data collection, waste mapping and waste 
audit are essential for building a strong 
waste management system.

• It is possible to increase efficiency via 
micro scale industrial expansion. This 
implies the need for a mechanism 
to channel specific waste to specific 
institutions. This refers to separation of 
different types of waste. Having a variety 
of waste categories will reduce cost. A 
special distinction to be made here is for 
combustible waste. Valuable plastic items 
get contaminated from plastic syringes. 
This reduces the amount to be recycled 
and causes health hazards. There must be 
an increase in community awareness to 
tackle this.

• For bankers the main 
barriers in getting into the 
waste management space 
is:

 − DFCC – collaborating 
with companies such 
as Eco Spindle that 
work with small scale 
waste collectors who 
lack access to banking 
facilities. DFCC is 
trying to get MSME 
support for such 
players. Incentivizing 
them to use their 
smartphones for 
banking purposes will 
also be helpful.

 − COMB official – 
mentioned that there 
are no targeted 
projects/products 
for this purpose, but 
by lending products 
currently available, 
small recyclers 
can carry out their 
business operations.

• In respect to the GOSL’s 
policy momentum, cost of 
environment is now being 
factored in and is channeled 
to the recycler. For this, 
traceability is important to 
figure who is producing 
waste and who will set it off. 
A national target must be 
established for this. 
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Financing Model Ecosystem Development Investor Activation Policy Reform/Advocacy

• Investable and scalable 
models, including those 
based on concessionary 
financing, should be 
explored in the healthcare 
sector.

• Dedicated special 
economic zones to provide 
infrastructure and financing 
support to manufacturers.

• Due to high regulations in the market, 
Sri Lanka must collect and maintain 
at least 2 years of data on the local 
market. In the absence of such data, 
there would be no level playing 
field against the import market. 
This also extends to lack of data to 
help price drugs to ensure product 
affordability. The current systems lack 
transparency directly impacting last 
mile populations who need access to 
essential medicines.

• Since healthcare sector is a highly 
regulated market, setting up zones 
can help propel opportunities. 
However, to protect the stakeholder 
value and drive further growth in the 
sector, existing issues need to be 
addressed.

• There is significant potential in 
healthcare worker training and 
capacity building including export of 
such skilled workers. However, the 
value chain is extremely fragmented 
and bureaucratic especially in areas 
such as module standardization, 
certification and accreditation, lack of 
coordination between State nursing 
schools and private sector driven 
initiatives. Consultations confirmed 
that due to lack of regulations and 
compliances, thousands of nursing 
schools have mushroomed across the 
country.

• The Government buy-back 
agreements should continue 
and a guaranteed buy-back 
agreement with the Ministry 
of Health can be explored.

 − A buy back agreement 
for 10 years will promote 
investment; this should 
also create competitive 
opportunities for private 
sector manufacturers 
besides only the 
State Pharmaceutical 
Manufacturer 
Corporations (SPMCs) 

 − Export rebates for at 
least 10-15 years are 
needed to maintain 
sustainability.

• Potential in exploring 
opportunities in the 
indigenous medicine space 
where SPMC monopoly is 
low and the export potential 
is high.

• The Ministry of Foreign 
Affairs can further support 
the coordination between 
various actors in the space.

• MoH aims to formulate a robust and 
sound long-term policy framework, 
with the support of WHO, to minimize 
the investment risks in the healthcare 
sector, including buy-back agreement, 
among others.

• WHO and the Government of Sri 
Lanka (GOSL) are in talks to initiate 
the development of a roadmap for Sri 
Lanka to strengthen the Healthcare 
sector. 

• The Ministry of Health (MoH) can take 
the lead to develop a 10-15 year policy 
in collaboration with WHO to reduce 
the risk for investors while operating in 
the healthcare industry.

• Policy direction for evidence based 
pricing is required by creating 
stronger data collection, reporting and 
transparency mandates to help drive 
availability, access and affordability of 
basic and essential medicines.

• Policy direction for streamlining skill 
development for the healthcare 
industry is of paramount importance 
both for domestic purposes as well as 
to drive export of these skills to foreign 
markets.
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