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[bookmark: _Toc195167988]1. Introduction

Green business is a business practice aimed at reducing negative impacts on the environment, society, and the economy, while generating profits. Entrepreneurs applying sustainability principles in their business balance profit with the conservation of natural resources. Green businesses not only optimize their production processes but also offer products and services with minimal negative impacts on the environment.

All businesses, regardless of size, have the potential to green their operations, whether through more efficient use of resources, reduced greenhouse gas emissions, or switching to renewable energy sources. Shifting your business towards sustainability brings multiple benefits, including long-term savings, improved competitiveness in domestic and international markets, and access to new sources of financing.

Several businesses in Serbia and North Macedonia have already recognized the benefits of green transformation and have invested in energy-efficient technologies, such as solar panels. While there is significant potential for further progress, barriers such as lack of capital, limited green skills, and lack of information about available green incentives and public procurement often slow down the spread of green practices.

[bookmark: _Hlk193966781]The Green Way – A Partnership for Green Business project under the Erasmus+ Programme (hereinafter: the project) aims to support the development of green skills in Small and Medium-sized Enterprises (SMEs) and business support organisations (BSOs) from Serbia and North Macedonia. This project is a joint initiative between the Development Centre of the Jablanica and Pcinja Districts from Serbia and the Chamber of Crafts from Skopje, North Macedonia. The overall objective of the project is to support the development of green skills in SMEs and BSOs from Serbia and North Macedonia through transnational partnership, exchange, sharing of educational resources and cooperation in the field of joint development and testing of practical methods and training for greening businesses.

The implementation of the project enables learning paths and the implementation of simple and practical solutions for greening businesses. These paths are traced through three specific objectives, namely: 1) equip trainers/educators from business support organisations with new competencies (skills, knowledge, attitudes) and tools for greening businesses; 2) develop and test customizsed training methodologies, training curricula and training modules for greening businesses; 3) stimulate the green transition of SMEs and socio-economic partners through the exchange of best practices and experiences in greening businesses.
organisations
The direct beneficiaries of the project are business and public entities from Serbia and North Macedonia, namely: 20 business support organisations; 2 project partners; 60 SMEs operating in the processing industry sector (food, wood, metal and leather processing, chemical products, textiles, clothing and footwear production) and 30 socio-economic partners (national, regional and local authorities, business service providers, educational and research institutions, etc.).Although the project is primarily intended for business support organisations and SMEs from the manufacturing sector, the project results can be used by anyone interested in increasing resource efficiency and the green transition of business.

[bookmark: _Hlk191532386]The planned implementation period of the project is 18 months. To increase resource efficiency and achieve a green transition in Serbia and North Macedonia, it is necessary to acquire green skills, apply green business tools, and foster cooperation and the transfer of best green practices. A prerequisite on this path is the development of green business tools, and one of the tools is this Practical Guide to Green Financing for SMEs and entrepreneurs.
The Practical Guide to Green Financing provides practical information, step-by-step instructions and resources that will help SMEs and entrepreneurs overcome the challenges of greening their businesses, as well as make the most of the financial and strategic opportunities that green business offers.

The Practical Guide to Green Finance is designed to help (SMEs and entrepreneurs successfully implement green business solutions in their operations and benefit from the financial incentives available in Serbia and Europe. The Guide presents concrete information and resources that will enable them to overcome the challenges related to greening their businesses, as well as the possibilities of maximizing the financing opportunities provided by the green transition. In today's business environment, sustainability is no longer just an option, but a key factor for competitiveness and long-term growth. SMEs face the challenges of transitioning to green business models, but at the same time could benefit from the opportunities offered by green financing.

This Green Finance Guide was created with the aim of providing SMEs and entrepreneurs with clear information on available financial instruments that can support their efforts towards energy efficiency, reducing their environmental footprint and circular economy innovations.

By reviewing the key concepts, principles and criteria of green finance, the guide explains how companies can adapt their operations to new sustainability standards and access financing for green investments. It also provides insight into practical examples of successful projects, enabling entrepreneurs to identify the best models for their industry.

Special emphasis is placed on an overview of available green financial instruments in Serbia, including grants, subsidies, soft loans and other types of support. In this way, the guide informs and motivates businesses to seize the opportunities available to them to improve their business and strengthen their competitiveness in the market. This guide is a useful tool for all entrepreneurs who want to make their business more sustainable and resilient to the challenges of the future.

[bookmark: _Toc195167989]2. Green financing for small and medium-sized enterprises and entrepreneurs

Green business is a commitment to implementing business practices that mitigate environmental impacts while enabling business profitability. Green business is an instrument for achieving sustainable development, primarily through the sustainable use of resources and renewable energy, as well as the reduction of waste. The production and use of renewable energy refers to any source of usable and renewable energy intended to replace fossil fuel sources without the undesirable consequences of greenhouse gas emissions and other pollutants resulting from the combustion of fossil fuels. Green practices, such as energy efficiency and waste reduction, enable SMEs to adapt to the global business environment and increase their competitiveness.

What exactly is green financing?

Today, the term ’green finance’ is increasingly used, denoting the integration of environmental protection principles into financial decisions at all levels. With growing awareness that natural resources are limited and the need for their sustainable use, businesses and individuals increasingly recognize the responsibility of making financial decisions that support ecological balance. This approach not only contributes to environmental protection but also affects long-term economic stability and sustainable development.

Green financing is the process of allocating financial resources to projects, products and initiatives that contribute to environmental protection, sustainable development and energy efficiency. In a business context, this concept involves the inclusion of environmental criteria in investment decisions, business models and growth strategies. The aim of green financing is to encourage economic entities to reduce their environmental footprint, optimise resources and improve business sustainability through various mechanisms – from subsidies and soft loans to incentives for the use of renewable energy sources and environmentally friendly technologies.

In an increasing number of countries, including Serbia, growing awareness of the need to protect natural resources and reduce the negative impact of industrial activities is leading to the development of financial instruments designed to support entrepreneurs and SMEs in the transition to a green economy.

Green financing involves lending or investing in projects and measures that help reduce consumption of energy and other resources, thereby directly affecting the reduction of greenhouse gas emissions.

In practice, this means investing in energy efficiency, renewable energy sources and other initiatives that have a positive impact on the environment, such as protecting water, air and soil, improving waste management and other sustainable solutions. There are specialised ’green banks’ around the world that deal exclusively with this type of lending, but many other financial institutions also include green financial products in their offerings.

The term ’green financing’ itself has several variations, so it is often expressed in English as ‘climate finance, ‘mitigation and adaptation finance’ or ‘energy efficiency and renewable finance’. These terms are in international use and are still most often used in our country in their original form.

Green finance is closely linked to the global challenges of climate change and plays a key role in fostering sustainable development. Its importance has increased particularly after the Paris Agreement of 2015, when almost 200 countries committed to reducing carbon dioxide emissions compared to 1990 levels. The aim of this agreement is to limit the increase in global temperatures to below 2 °C compared to the pre-industrial period, thereby avoiding the most severe consequences of climate change.
To achieve this goal, major investments in climate change adaptation and mitigation measures are necessary. Therefore, green finance will play a key role in shaping the economic and environmental future of the planet in the decades to come.

How does green financing work in practice?[footnoteRef:1] [1:  Internet sources: https://responsiblebusinesshub.pks.rs/ https://responsiblebusinesshub.pks.rs/odrzivo-poslovanje-i-izvori-zelenog-finansiranja/
https://greeninitiative.eco/bs/2025/02/05/finansiranje-principa-zelene-budu%C4%87nosti-za-pra%C4%87enje-ulaganja-u-ubla%C5%BEavanje-klimatskih-changes/
https://repozitorij.efzg.unizg.hr/islandora/object/
https://alphacapitalis.com/2021/03/11/odrzivo-financiranje-novi-rastuci-trend-na-globalnoj-razini/
https://www.economia.rs/zeleno-finansiranje/
https://energetskiportal.rs/sta-predstavla-zeleno-finansiranje-i-za-sta-sve-gradjani-mogu-da-traze-zajmove/] 

Green loans are specialized financial products intended for projects that meet certain technical criteria on energy efficiency and greenhouse gas emission reduction. These criteria are defined based on precise calculations that allow for the assessment of expected energy savings and/or reductions in greenhouse gas emissions.
For an investment to qualify for a green loan, it must provide at least 20% energy savings. The savings threshold is an industry standard applied by most banks and international funds specialising in green financing. When it comes to renewable energy sources, most technologies in this area meet the requirements for green financing due to their sustainable nature. In practice, the most commonly financed projects are solar power plants, hydroelectric power plants, wind power plants, biogas plants and other facilities that use biomass as an energy source.
In addition to investments in energy efficiency and renewable sources, green financing also includes projects aimed at protecting natural resources, such as measures to preserve water, soil and air quality, as well as improving waste management systems. Although these projects often do not have simple quantitative indicators of savings, it is generally accepted that they contribute significantly to environmental protection. A good example of such an approach is the financing of organic production, which promotes sustainable agriculture and reduces the negative impact on the ecosystem.
Sources of funding for green projects include:
• 	International financial institutions: Organisations such as the European Bank for Reconstruction and Development (EBRD) and KfW Bank provide financial support through credit lines intended for local banks for the onward distribution of green loans.
• 	Commercial banks: A growing number of domestic banks are recognizing the potential of green financing and offering specialized loan products for energy efficiency and renewable energy projects.
• 	Government funds and subsidies: Governments often provide incentives in the form of subsidies, grants or tax breaks for projects that contribute to reducing negative environmental impacts.
· Green bonds: Issuing green bonds is becoming an increasingly popular way to raise funds to finance environmental projects.
In Serbia, green financing is on the rise, with an increasing number of banks expected to recognize the business opportunity in this segment, especially in the context of harmonisation with European Union regulations in the field of environmental protection.
Green VS Standard financing[footnoteRef:2] [2: Internet sources: https://energetskiportal.rs/zeleno-finansiranje-erste-banka-kao-lider-u-odrzivim-investicijama-i-podrsci-energetskoj-efikasnosti
https://greeninitiative.eco/bs/2025/02/05/finansiranje-principa-zelene-budu%C4%87nosti-za-pra%C4%87enje-ublaganja-u-ubla%C5%BEavanje-klimateskih-change
https://www.cbcg.me/contact-us/javnost-rada/blog/zeleno-finansiranje-korak-ka-dobrobiti-drustva-i-planete
https://sveonovcu.rs/zeleno-finansiranje-stostruki-rast-u-poslednoj-deceniji
https://balkangreenenergynews.com/rs/vise-novca-i-bolji-uslovi-finansiranja-za-zelene-kompanije
https://www.economia.rs/zeleno-finansiranje] 


Green financing offers several advantages compared to traditional lending for both clients and financial institutions.

First, investments financed with green loans have a clearly measurable and tangible impact – energy savings and cost reductions of at least 20%. These savings directly improve the financial performance of companies, allowing them greater liquidity and additional space for new investments.

Second, banks that offer green loans generate added value, as the default rate on these loans is significantly lower than a standard loan portfolio – up to three times lower. These statistics show that investments in energy-efficient and sustainable projects are not only environmentally responsible but also financially stable, with a lower risk of default.

Third, green financing is generally focused on long-term investments with a repayment period of five years or more. This ensures stable and long-term income for the financial institution, while allowing clients to gradually realise a return on investment through reduced operating costs.

Overall, green financing brings mutual benefits – it provides companies with access to more favourable financing terms and reduces operating costs in the long term, while providing banks with a safer and more sustainable loan portfolio.

Green financing provides several advantages over standard credit products, benefiting both clients and financial institutions.

Financial benefits for clients: Investments financed with green loans often result in significant energy savings and reduced operating costs, which improves the financial performance of the company and creates space for new investments.

Reduced credit risk for banks: Banks offering green loans experience lower default rates on these loans compared to standard loans, indicating lower credit risk and greater financial stability of such investments.

Long-term income and market opportunities: Green finance is mainly focused on long-term investments, providing stable income for financial institutions. In addition, the growing demand for sustainable projects opens new market opportunities and allows banks to position themselves as leaders in the field of sustainable finance.

Contribution to sustainable development: By supporting projects that reduce greenhouse gas emissions and improve energy efficiency, green financing contributes to global efforts to combat climate change and fosters sustainable development.

In conclusion, green financing not only provides financial benefits for clients and banks but also plays a key role in the transition to a sustainable economy, making it a superior choice over standard financing.


Green financing in Serbia[footnoteRef:3] [3:  Internet sources: https://www.euzatebe.rs/rs/eu-programi/geff-program-za-zeleno-finansiranje
https://europa.rs/krediti-za-zeleno-poslovanje-lokalnih-preduzeca
https://balkangreenenergynews.com/rs/ggf-odobrio-40-miliona-evra-aik-banci-za-zeleno-finansiranje
https://www.undp.org/sr/serbia/news/kako-do-efisknog-finansiranja-zelene-tranzicije-u-srbiji
https://www.undp.org/sr/serbia/news/dodatnih-49-miliona-dolara-podrske-za-zelenia-srbiju
https://europa.rs/uspesno-zeleno-poslovanje
https://eumogucnosti.rs/kreditna-linija-za-zeleno-finansiranje-geff-program/] 


Green financing in Serbia emerged about ten years ago but it is not yet widespread. It is expected that soon an increasing number of banks in Serbia will recognize the business potential of green financing and become more actively involved in this area. As Serbia progresses in negotiations with the European Union, Chapter 27, which deals with environmental protection, will gain increasing importance. Adjusting legislation and introducing new regulations will be a long-term process, requiring significant financial investments.
Green financing in Serbia is experiencing significant growth, driven by initiatives from international financial institutions and support from the European Union. Programs such as the Green Economy Financing Facility (GEFF) Serbia, implemented by the EBRD, provide financial and technical assistance to households and businesses for investments in energy-efficient technologies.
The European Union has, through various programs, allocated significant funds to support SMEs in Serbia. The SME Go Green programme, launched in collaboration with the EBRD, aims to help SMEs in the agribusiness sector reduce their environmental impact and become more sustainable.
Also, the Green for Growth Fund (GGF) has approved a loan of EUR 40 million to AIK Bank for dedicated green financing of companies investing in sustainable practices and renewable energy projects. This loan primarily supports the expansion of renewable energy sources, contributing to the decarbonisation of the Serbian economy.
In addition to these initiatives, the office of the United Nations Development Programme (UNDP) in Serbia is actively working to improve coordination between the financial and business sectors in the green transition process. Through various projects, UNDP supports innovative ideas and provides seed money for their implementation, with financial support from the European Union and the Government of Switzerland.
[bookmark: _Hlk191540212]Despite these efforts, green finance in Serbia has not yet reached its full potential. The lack of information and awareness about available financial instruments poses a challenge for many companies and households. Further development of the regulatory framework and increased availability of financial resources are key to accelerating the green transition in Serbia.
[bookmark: _Toc195167990]3. Greening business, principles and criteria of green financing 

In general, green entrepreneurship and the green economy are key components for sustainable development and environmental protection. The green economy, as an economic model, emphasizes reducing the negative impact of human activities on nature, while green entrepreneurship encourages entrepreneurs to develop innovative, environmentally responsible products and services.

The benefits to the wider community from ’greening’ business are reflected in the definitions of green business: ”It is an economy that contributes to the common good and social equity while significantly reducing environmental risks and the further exploitation of natural resources.” (United Nations "An economy that is resilient and capable of creating a better quality of life for all within the ecological limits of the planet.” (Green Economy Coalition).

The fact is that successful companies recognize the importance of investing their resources in environmental protection (among other things, this is why they are recognized as successful), because they not only want to meet their legal obligations, but they are also not willing to jeopardize their corporate image, reputation, and thus their business through irresponsible behaviour. More companies are basing their business strategy on reducing the amount of material incorporated into products, reducing energy and raw material consumption in production, and designing products with a longer lifespan and suitable for repair or recycling.

The benefits of greening from the perspective of SMEs can be viewed through various aspects:

· Financial benefits: Entrepreneurs can realise significant savings through reduced energy, material and resource costs. There are also numerous subsidies and preferential loans specialized for green initiatives, which allow for more favourable financing of investments in energy efficiency, renewable energy sources and environmental technologies. These financial incentives can significantly improve long-term profitability.

· Operational benefits: Implementing green practices leads to greater efficiency in business. Optimising the consumption of resources such as energy, water, and raw materials not only reduces costs, but also reduces waste and pollution. These changes can contribute to higher productivity and better organisation of business processes, which positively affects overall operational efficiency.

· Reputational benefits: Going green improves a company's image, which can lead to greater recognition in the marketplace. A green approach to business increases consumer trust and strengthens the loyalty of existing customers, while attracting new ones who value a responsible and sustainable approach. Companies that excel in green practices often receive better ratings in the eyes of the public, which can enhance their brand and competitiveness.

· Regulatory benefits: Shifting business towards sustainable practices makes it easier to comply with legislation, especially in environmental protection. MSMEs that implement green practices often have better access to public procurement, as more tenders require compliance with environmental standards. This compliance reduces the risk of legal problems and can open the door to new business opportunities.
[bookmark: _Toc195167991]3.1. Principles and criteria of green financing 
Green financing relies on various principles and criteria that allow for the identification of investments and projects that have a positive impact on the environment and society. The aim is to support sustainable activities that contribute to reducing the negative impact on the planet and improving social conditions.



ESG (Environmental, Social, and Governance) criteria[footnoteRef:4] [4: European Commission – Sustainable Finance and ESG Disclosures https://finance.ec.europa.eu  
OECD – Environmental and Social Risk Management for SMEs https://www.oecd.org/sme/  
GIZ / EU4Green – Manuals for green economy and sustainable business for SMEs
UN Global Compact – ESG Reporting for Small Business
International Finance Corporation (IFC) - Performance Standards he Environmental and Social Sustainability
EIB ( European Economic Investment Bank ) – Green and Sustainability Funding Guidelines] 

ESG (Environmental, Social, Governance) criteria are benchmarks used to assess the sustainability and social responsibility of companies. These criteria help investors assess how certain activities and projects may impact the environment, society and the way they are managed.
Environmental criterion: The project for which funding is requested must demonstrate a clear positive impact on the environment, such as reducing carbon dioxide emissions, promoting renewable energy sources, protecting natural resources or increasing energy efficiency. This criterion therefore focuses on the environmental impact of projects, such as the use of renewable energy sources, reducing harmful emissions, protecting biodiversity and energy efficiency.

Examples of questions for self-evaluation of the project's environmental criteria:
· Are we monitoring and reducing energy and water consumption?		
· Are we managing waste in an environmentally friendly way?		
· Do we have a strategy for reducing greenhouse gas emissions?

Examples of good practice:
· Installation of solar panels.
· Use of recycled or biodegradable materials.
· Reducing water consumption in production.

Social criterion: An assessment of how the project impacts the community, working conditions, human rights and occupational safety. Projects that improve living conditions, create jobs and promote equality may receive a higher rating. The project should therefore have a positive impact on society, such as better living conditions for the community, creating sustainable jobs or improving public health.

Examples of questions for self-evaluation of the social criteria of a project:
· Do we provide fair working conditions and equality?		
· Are there employee training and feedback mechanisms?		
· Do we collaborate with the community or local partners?

Examples of good practice:
· Providing training for employees.
· Cooperation with local suppliers.
· Support local communities through donations or volunteer actions.
Governance criterion: Assessment of good corporate governance, transparency and ethical practices. Good project governance is key to the successful implementation of green initiatives. This includes transparency, efficiency in the use of resources and timely reporting on project progress. Projects that provide a clear governance structure and compliance with international standards have a better chance of receiving green financial incentives.
Examples of questions for self-evaluation of project management criteria:
· Do we have adopted transparency and ethics policies?		
· Does the management structure ensure good control and oversight?		
· Are there internal mechanisms for risk assessment and decision-making?
Examples of good practice:
· Regular publication of financial and sustainability reports.
· Established code of ethics.
· Introduction of a risk management system.

Why are ESG criteria important for SMEs?

· Increasing the chances of obtaining green financing – Funds, banks and donors are increasingly looking for evidence of social and environmental responsibility.
· Strengthen image and trust – Customers and partners prefer to cooperate with responsible companies.
· Reduce costs and risks – Energy efficiency, good management, and satisfied employees directly impact productivity and profitability.
· Prepare a company for the future – ESG practices help companies adapt to increasingly stringent regulations and market demands.
[bookmark: _Toc195167992]3. 2. EU Taxonomy and Standards of Sustainable Finance[footnoteRef:5] [5:  European Commission – EU Taxonomy Compass: https://finance.ec.europa.eu/eu-taxonomy-regulation
European Commission – Sustainable Finance Action Plan: https://finance.ec.europa.eu/sustainable-finance
Official Journal of the EU – EU Taxonomy Regulation (2020/852)
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020R0852
European Investment Bank – Green Finance . https://www.eib.org/en/about/priorities/climate-action/index.htm
OECD – Financing SMEs for Sustainability
https://www.oecd.org/finance/sustainable-finance-and-smes.htm
GIZ / EU4Green / UNDP – Practical manuals and guides for sustainable business and financing in the Western Balkans region] 

The EU Taxonomy is a classification system that determines which economic activities can be considered sustainable from an environmental point of view. This taxonomy helps investors, companies and public authorities to distinguish between activities that have a real positive impact on the environment and those that do not. The official system of the European Union defines what is considered a sustainable economic activity. In essence, it is a classification framework that clearly states: Which activity is considered green, under what conditions and why. The EU Taxonomy allows for the harmonisation of criteria across Europe, and what really means in business.
Although originally designed for large companies and financial institutions, the EU Taxonomy is becoming increasingly relevant for SMEs because: banks and funds use these rules to assess whether to finance SMEs; SMEs in the supply chain of larger companies need to demonstrate compliance; the use of green funds and public incentives often depends on compliance with these standards. To be considered green, an activity must significantly contribute to at least one of these environmental objectives and must not cause significant harm to the others:
1) Climate change mitigation
2) Climate change adaptation
3) Sustainable use and protection of water and marine resources
4) Transition to a circular economy
5) Pollution prevention and control of harmful gas emissions
6) Protection and restoration of biodiversity and ecosystems
For an activity to be labelled as sustainable according to the Taxonomy, it must meet three conditions:
· Significantly contributes to at least one of these goals,
· Does not harm other goals,
· Meets minimum social and governance standards (e.g. respect for labour rights, transparency).
Example of applications of the EU Taxonomy in practice:

Example 1: If an SME installs solar panels in its production – this can be an activity aligned with the goal of mitigating climate change, if technical criteria are met (e.g. certain energy efficiency, sustainable materials).
Example 2: If an SME switches to eco-friendly packaging and reduces waste – this is in line with the goal of transitioning to a circular economy.
Example 3: If an SME switches to using environmentally friendly materials and introduces green processes, this is in line with the goal of reducing water consumption, without toxic chemicals.
Example 4: If an SME is replacing its fleet and intends to use eco-vehicles or electric vehicles, this directly contributes to reducing gas emissions, improving logistics, i.e. preventing pollution. 
[bookmark: _Toc195167993]3. 3. Examples of funded projects  
Green financial mechanisms can support a wide range of activities, but only those projects that have a clear positive impact on the environment and society can be eligible for green financing. Some of the types of projects that can be financed include:
· Renewable energy projects: Investments in solar and wind power plants, geothermal and hydroelectric power plants.
· Energy efficiency projects: Improving energy efficiency in industry, the transport sector and buildings.
· Circular economy projects: Initiatives that promote material reuse, recycling, and waste reduction.
· Pollution reduction: Projects that reduce carbon dioxide emissions, harmful gases, or water pollution.
· Sustainable transport: Development of infrastructure for electric vehicles, improvement of public transport and promotion of environmentally friendly forms of transport.
· Biodiversity and natural resources protection: Projects that focus on nature conservation, such as protected areas, ecosystem restoration, or land remediation.
Projects considered sustainable must comply with green standards, such as those in the EU taxonomy, and be able to demonstrate concrete environmental and social benefits.
[bookmark: _Toc195167994]4. Overview of available green financial instruments in Serbia 
Green financial instruments are key mechanisms for supporting investments and projects that have a positive impact on the environment. These instruments include various forms of financing, such as green bonds, loans, subsidies and other specialized funds, which enable companies to implement their sustainable development projects. The application of these instruments provides companies with better access to capital for green investments, which are aimed at increasing energy efficiency, using renewable energy sources, optimising the use of natural resources, digitizing operations and promoting the circular economy.
In Serbia and North Macedonia, SMEs are increasingly recognizing the potential of green investments, which are primarily focused on the modernisation of equipment and technologies with the aim of reducing energy and resource consumption. In addition, a significant part of green investments includes the installation of solar panels for internal use or sale of electricity, as well as the improvement of waste management systems. Although many companies rely on their own funds to finance these projects, they are increasingly using external sources of financing, including subsidies, loans and other incentive mechanisms.

Self-financing is most often appropriate for projects that do not require large investments or for those with a short payback period. However, for larger projects and long-term initiatives, SMEs opt for external sources of financing, such as loans from international financial institutions, commercial banks, leasing arrangements, public-private partnerships and subsidies. Among these instruments, green subsidies and soft loans play a key role in supporting SMEs in the process of greening their businesses.
The subsidies, provided by states or non-profit organisations, do not have to be repaid and are intended to encourage environmental projects, including renewable energy sources, energy efficiency, sustainable waste management and the development of a circular economy. The favourable loans offered to SMEs include interest rates below 3%, repayment periods of up to 10 years and a grace period of at least one year, with flexible collateral and guarantee requirements.
International financial institutions also provide direct financing or through commercial banks for projects that reduce energy consumption, CO₂ emissions and contribute to the modernisation of production capacities. These investments not only help SMEs reduce operating costs, but also increase their competitiveness, improve product quality and facilitate access to foreign markets.
Institutions such as the EBRD, the German Development Bank (KFW) and other international financial organisations provide significant financial support to SMEs through loans, grants and credit lines, which are later distributed through local financial institutions. In addition to financial resources, these institutions also offer technical support in the form of consultations, training and energy efficiency monitoring tools, which further contributes to market development and raising awareness of sustainable solutions.
However, one of the key constraints in the implementation of green financial instruments is the lack of awareness among SMEs about available financing options. Therefore, this guide provides a clear and comprehensive overview of green financial instruments available in Serbia and North Macedonia, with specific information on potential sources of financing, the conditions for obtaining them, and ways in which SMEs can use them to improve their business activities in line with the principles of sustainable development.
Green financing opportunities through project participation: Several financial instruments and programs are available in Serbia to support small and medium-sized enterprises (SMEs) in the process of greening their businesses. These programs provide financial and non-financial support for improving energy efficiency, reducing emissions, and introducing sustainable technologies.
UNDP: UNDP is implementing initiatives to improve access to climate finance in Serbia. These programmes provide support in project preparation, feasibility analysis and economic analyses, in order to facilitate access to additional sources of financing for green projects.
Council of Europe Development Bank (CEB) Programmes: The CEB, in cooperation with local financial institutions, provides support for projects that contribute to sustainable development and environmental protection. These programmes are aimed at financing projects that improve energy efficiency and reduce carbon footprint.
EBRDs SME Go Green programme: The EBRD, in cooperation with the European Union, has launched the "SME Go Green programme with the aim of supporting SMEs in Serbia in reducing their environmental impact and increasing sustainability. The program provides loans for investments in green technologies, such as solar panels, building insulation and energy-efficient equipment. Upon successful completion of the project, companies can receive a refund of funds in the amount of 10% to 15% of the loan value.
European Investment Bank (EIB) programs: The EIB, in cooperation with local banks such as Banca Intesa provides significant funding for the sustainable growth of Serbian SMEs. These programs enable access to favourable loans for projects that contribute to the green transition and improve energy efficiency.
International Finance Corporation (IFC) programs: IFC works with local banks, such as Erste Bank, to increase access to finance for SMEs and support the green transition. These programs provide loans for projects that include improving energy efficiency and reducing emissions.
COSME: Although the COSME programme for the competitiveness of enterprises and SMEs ran from 2014 to 2020, its activities have been continued through a new programme called InvestEU, which will run until 2027. This programme aims to facilitate access to finance and markets, improve the business environment and encourage entrepreneurship.[footnoteRef:6] The programme brings together different EU financial instruments to facilitate access to finance for SMEs. [6:  https://investeu.europa.eu/index_en ] 

Horizon Europe: This is the main EU research and innovation programme available to Serbian SMEs. The programme provides financial support for research and innovation projects at various stages of development. Applications are submitted in response to public calls published on the Funding and Tenders Portal.
Programs through the Development Agency of Serbia (RAS): RAS distributes EU funds to end beneficiaries through selected banks, providing financial support to SMEs for various projects. More information about these opportunities can be found on their official website[footnoteRef:7]. [7:  https://ras.gov.rs/kreiraj-zivot/otvoreni-pozivi-konkursi ] 

Enterprise Europe Network (EEN): EEN supports SMEs in finding business partners, accessing new markets and advising on financial opportunities. SMEs can use this network to expand their business and access new opportunities.
EU Instrument for Pre-Accession Assistance for Rural Development (IPARD): The IPARD programme represents an excellent opportunity for small and medium-sized enterprises to improve their business while contributing to environmental protection. IPARD subsidies cover up to 50% of the total eligible investment costs, and for investments in waste management, wastewater, renewable energy production and storage or other circular economy projects, support is increased by an additional 10%. SMEs in the food industry investing in the processing and marketing of agricultural and fishery products can receive subsidies of up to 60% of the total investment value. The funds are allocated through public calls, and the programme is available to companies in Serbia and North Macedonia.
Interreg VI-A, IPA Programme Bulgaria – Serbia 2021 – 2027[footnoteRef:8]: Within this programme and Priority 1: Competitive Cross-Border Region with specific objective RSO1.3:"Promoting sustainable growth and competitiveness of small and medium-sized enterprises and creating new jobs in small and medium-sized enterprises, including productive investments", SMEs could improve their business through cooperation with partner SMEs from Bulgaria. [8: : https://ipa-bgrs.mrrb.bg/en/term/24/node/98 ] 

Local banks and leasing companies: Many local banks and leasing companies, such as Banca Intesa, Erste Bank and UniCredit Bank, offer specialized credit lines and leasing arrangements for financing green projects. These instruments are often supported by international financial institutions and provide favourable conditions for SMEs wishing to invest in sustainable technologies. SMEs are encouraged to explore these opportunities and contact the institutions listed above to obtain more detailed information on the financing conditions and support available for their specific needs in the process of greening their businesses. To apply for these programs, SMEs should follow the official calls for project proposals, which are published on the European Commission's Funding and Tenders Portal. Each call contains detailed information on the conditions, eligibility criteria and how to apply. It is recommended that SMEs regularly monitor these sources and consult with experts or relevant institutions to ensure a successful application and take advantage of the available financing opportunities.
Small and medium-sized enterprises in Serbia can rely on several institutions and organisations that provide support at different stages of business development. The Development Agency of Serbia (RAS) is a key institution for financial support, advice and export promotion. The Development Fund of the Republic of Serbia offers favourable loans for the purchase of equipment and investment in the expansion of production. The EEN helps SMEs find business partners in the EU and access new markets, while the Serbian Chamber of Commerce (SCC) offers education, networking and expert assistance in interpreting regulations and standards. There are also regional development agencies and incubators, technology parks that provide local support, mentoring and technical assistance throughout the country. These organisations play a key role in strengthening the capacity of the SME sector and its greater readiness for domestic and international competitions and markets. You can find a map of support organisations in Serbia at the following link https://preduzetnistvo.gov.rs/mapa/ Available SME support programs can be found at https://preduzetnistvo.gov.rs/programi-podrske/ 
An overview of funding sources with contact addresses is provided in the document Overview of funding sources for small and medium-sized enterprises and entrepreneurs, which is attached to this document.
[bookmark: _Toc195167995]5. Sources and resources

1) Ministry of Environmental Protection of the Republic of Serbia. "National Strategy for Sustainable Development" (2021).
2) European Small Business Alliance (ESBA). "Sustainable Business Practices for SMEs" (2020).
3) OECD (Organisation for Economic Cooperation and Development) for Economic Cooperation and Development). "Green Growth and Sustainable Development" (2019).
4) European Commission. "EU Taxonomy for sustainable activities" (2020).
5) Principles for Responsible Investment (PRI). " The Principles for Responsible Investment " (2019).
6) World Bank Group"Green Finance: A New Way Forward" (2020).
7) International Capital Market Association (ICMA). "Green Bond Principles" (2021).
8) Global Reporting Initiative (GRI). "Sustainability Reporting Standards" (2016).
9) European Commission – EU Taxonomy Compass: https://finance.ec.europa.eu/eu-taxonomy-regulation
10) European Commission – Sustainable Finance Action Plan: https://finance.ec.europa.eu/sustainable-finance
11) Official Journal of the EU – EU Taxonomy Regulation (2020/852)
12) European Investment Bank – Green Finance.
13) OECD – Financing SMEs for Sustainability
14) GIZ / EU4Green / UNDP – Practical manuals and guides for sustainable business and financing in the Western Balkans region
15) European Commission – Sustainable Finance and ESG Disclosures 
16) OECD – Environmental and Social Risk Management for SMEs 
17) GIZ / EU4Green – Manuals for green economy and sustainable business for SMEs
18) UN Global Compact – ESG Reporting for Small Business
19) International Finance Corporation (IFC) - Performance Standards he Environmental and Social Sustainability
20) EIB (European Economic Investment Bank) – Green and Sustainability Funding Guidelines

[bookmark: _Toc195167996]6. Attachments
[bookmark: _Hlk191536376]
Tools for green business financing:

· [bookmark: _Hlk195167914][bookmark: _Hlk195168194]Examples of good practice in financing with green financial instruments in Serbia.
· Overview of sources of financing for SMEs in Serbia.
· Checklist for internal assessment of ESG (Environmental, Social and Governance) compliance and ​ criteria for green financing.
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