
IInnttrroodduuccttiioonn  

As we get used to the “new normal” of working from home since COVID-19, we have 

encountered pictures, videos and news reports telling of cleaner air, purer water bodies and 

wildlife reclaiming habitats. These are stories of hope, and of nature healing itself.  

Of course, this might not last forever. As we limp back to the world that was, it is possible that we 

will see signs of renewed vigour in human activities – whether reflected in greater road traffic, 

manufacturing output, or waste generation. In the zeal to revive the economy, it is possible that 

manufacturing and operations might be ramped up, and environmental regulations 

disregarded, poorly enforced or relaxed considerably.  

How do we ease back into a healthy economy while being mindful of our environmental 

footprint? What can we do differently in order to keep breathing clean air, maintain our lakes 

and rivers, and continue to have cleaner cities? How can we “build back better” and create a 

more resilient, sustainable society? 

 

TThhee  SSuussttaaiinnaabbiilliittyy  MMaaffiiaa (eco.susmafia.org) is a network of more than 50 top entrepreneurial 

practitioners in sustainability working across domains in India and Bangladesh, whose work is 

inspired by and aligned with the UN Sustainable Development Goals Agenda. We outline key 

implementation proposals informed by experience in energy, water, mobility and green 

product-development. These proposals are offered as recommendations to the Government of 

India as well as other stakeholders such as private investors, etc., looking to create a newly 

resilient economy in response to the challenges we face. 

  

https://eco.susmafia.org/
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 EESSCCoo  MMOODDEELL  FFOORR  FFIINNAANNCCIINNGG  SSUUSSTTAAIINNAABBIILLIITTYY  PPRROOJJEECCTTSS  

 

 

Context. A 2019 report1 by the Observer Research Foundation states that, three 

years after the Paris Agreement, the developed world has failed to meet its 

obligations to help finance climate action in developing countries. Noting that official aid is 

insufficient to meet the growing energy and infrastructure needs of emerging economies, the 

report highlights the need for ‘new financial instruments and pipelines’ to support sustainable 

development. This is especially true for a large country like India that must ‘chart its own path’ to 

‘transition to a middle-income economy in a fossil-fuel constrained world’. 

 

In order to apply some sustainability solutions to properties such as hospitals, businesses, 

residences etc., there is therefore a critical barrier in terms of the cost or investment required to 

be addressed and overcome, for these transitions to occur at scale in the Indian context.  

 

Solution. To overcome this barrier, the performance contracting model2 and its variants3 can 

play an important role. This approach was originally introduced in the context of energy as the 

ESCo (energy services company) model; however, it can be generalised to other sustainability 

solution installations such as water efficiency etc.  

 

In this model, there are three stakeholders – the property owner, a financier, and a regulatory 

authority or consultant (also known as the ESCo). The property owner can get sustainability 

solutions – such as solar energy, energy efficiency retrofits to building, water efficiency solutions 

etc – installed without having to overcome the barrier of cost of installation of these solutions.  

This is possible as the financier provides the initial investment on the advice of the 

consultant/regulator, who ensures that the installations generate a sufficient and known return-

on-investment. The property generates savings over the years from the installations, which pays 

back the financier. The rate of payback is dependent on the savings generated from the 

installed green infrastructure, hence this model is also known as ‘pay for performance’ or 

‘performance contracting’. At the end of several years, the financier can exit, with the bulk of 

savings thereon accruing to the property owner. 

 

Using appropriately contextualized versions of the performance contracting model, green 

infrastructure – including clean energy capacity, energy efficiency retrofits and water efficiency 

infrastructure – can be installed in a “frictionless” manner and with minimum upfront cost to the 

property owner. Financial returns can be generated for investors in the green economy.  

 

 
1 Chikermane, Samir Saran and Gautam. ‘Financing Green Transitions’. ORF. https://www.orfonline.org/research/financing-

green-transitions-47553/. 
2 Western Resource Advocates, McKinstry. ‘Tapping the Power of the Market: Energy Savings, Water Conservation and New 

Revenue Streams Through Performance Contracting in the Colorado River Basin States’. 

https://westernresourceadvocates.org/publications/tapping-the-power-of-the-market/. 
3 https://www.enviroaccounting.com/payforperformance/Program/Display/greenbonds. 

 

4 

https://www.orfonline.org/research/financing-green-transitions-47553/
https://www.orfonline.org/research/financing-green-transitions-47553/
https://westernresourceadvocates.org/publications/tapping-the-power-of-the-market/
https://www.enviroaccounting.com/payforperformance/Program/Display/greenbonds


2 
 

The model can be considered a “win-win” situation as it allows parties with budget constraints, 

including public entities such as city municipalities, to partner with private industry and investors 

to create comprehensive sustainability retrofit projects that pay for themselves and can be 

conveniently implemented through turnkey service providers. The up-front costs and financial 

risks may be eliminated through the performance contract – if the savings do not pay the full 

costs of the project, the consultant (ESCo) and not the property owner covers the shortfall. 

Further, once the contract has ended, subsequent savings accrue directly to the property 

owner. It is also possible to apply the model in variant forms such as issuing green bonds with pay 

for performance, etc. 

 

Case Study  – KIMS Hospital, Hyderabad is an example4 where performance contracting has 

been used to accomplish goals of improving sustainability and infrastructure modernization 

without capital expenditures. The Hospital has been able to reduce energy consumption and 

invest in green infrastructure without diverting financial resources away from its core needs and 

activities as a healthcare institution.  

Elements include design improvements and equipment replacements in the central HVAC 

system, moving away from diesel based to heat-pump based hot water generation, induction 

stoves for the kitchen’s bulk cooking requirements, ceiling fan retrofits with brushless DC motor 

fans, conversion to LED lighting, and continuous monitoring and optimization of operations using 

a state-of-the-art Internet-of-Things (IoT) system. The upgrades have saved more than INR 2 crore 

a year, and the Hospital has been enjoying 30% of that benefit under the performance contract, 

without making any investment. Overall, a reduction of 17% in electrical consumption, 100% in 

diesel consumption and 25.2% in natural gas have resulted from the performance contract, 

winning the Hospital recognition from CII as the national benchmark for energy efficiency in 

Hospitals in India. 

 

 

 

 
4 CII 20th National Award for Excellence in Energy Management 2019 – retrieved from  

http://www.greenbusinesscentre.com/energyawards/enepresent19/Buildings%20_39_29_KIMS_Hyderabad_0.pdf 
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ABBREVIATIONS 

 

CSR    Corporate Social Responsibility 

ESCo    Energy Services Company  

HVAC    Heating, Ventilation and Air Conditioning 

IoT   Internet-of-Things 

MSP    Minimum Support Price 

PPP    Public Private Partnership 

RNFS    Rural Non-Farm Sector 

RTDC    Regional Design Training Centre 

SDG    Sustainable Development Goal 

STP   Sewage Treatment Plant 

ZLD   Zero Liquid Discharge  

 

 

CONTACT 

 

Sustainability Mafia Advocacy Team – Hari Dilip Kumar <hari.coding@gmail.com> 

Website: www.susmafia.org/advocacy 
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