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Summary

Opportunities and challenges from greening India’s economy

Building a net zero and climate-resilient economy represents a strategic opportunity for India to deliver
inclusive growth and make the country a green jobs superpower. However, there is a need to
understand and act upon the potentially profound socioeconomic consequences of the transition.
While there is considerable scope for more and better jobs from building a net zero economy, there is
also a risk of stranded assets and people in high-carbon sectors such as coal, and of a narrow greening
of the economy that does not take people into account. To secure positive results, an unprecedented
volume of capital, both public and private, must be mobilised, from domestic sources and
internationally. This is the challenge of financing the just transition, a global imperative that is of
particular importance to India given its large workforce and its vulnerability to climate change impacts.

Plugging the finance gap for India’s just transition

The just transition is becoming increasingly embedded in India’s climate policy framework and initial
action to make it come alive is underway at the state level, among companies and within civil society.
The financial dimension requires particular attention as domestic fiscal and capital resources are
currently insufficient to deliver the scale of investment required: India holds just 1% of assets in the global
financial system. Estimates suggest that India needs approximately US$200 billion annually in
investments up to 2030; in 2023 India had clean tech investments of only US$31.4 billion.’

The task is to move from a purely environmental approach to sustainable finance to one that addresses
core social priorities for India’s citizens in terms of creating decent work and livelihoods (including
through skills development), ensuring access, availability and affordability of essential goods, respecting
human rights and empowering communities (especially women), enabling their active participation in
the transition process.

Within India’s financial system, there is an important role for institutional investors to support a just
transition to net zero. It involves ensuring that just transition is incorporated across investment strategy,
shareholder engagement, capital allocation, policy dialogue and investors’ own reporting.

Three levers for investors

At this early stage in the evolution of the just transition agenda in India, we identify three promising
levers for investors to develop real-world practice, build confidence and lay the foundations for broad-
based adoption in ways that support national priorities:

1. Encourage companies to use the Indian Business Responsibility and Sustainability Reporting
(BRSR) disclosure regime as a homegrown framework for reporting on just transition.

Reporting on both corporate policies and performance is essential to enable investors to hold companies
to account and ensure their portfolios are on track for meeting net zero through a just transition.
International reporting frameworks on climate are converging and increasing recognition is being given to
the social dimension and the just transition. India already has its BRSR disclosure requirement and
although it does not explicitly mention the just transition, its social provisions on integrity, supply chain,
employees, stakeholders, human rights, communities and consumers provide a domestically produced
framework for companies to show they are connecting the environmental and social dimensions of the
transition. In their stewardship and shareholder engagement activities, investors can encourage companies
to report on how they are implementing the just transition through the use of the BRSR framework.

! Figures from Bloomberg New Energy Finance.


https://about.bnef.com/energy-transition-investment/#toc-report

2. Promote capital allocation towards the just transition by harnessing India’s green, social,
sustainable and sustainability linked (GSS+) bond market.

Ultimately, the investor’s role is to ensure the efficient and timely allocation of capital to sustainable
investments that support the just transition. One asset class that has high potential is the bond market,
building on India’s growing experience with green, social, sustainable and sustainability-linked issuance.
The opportunity is to develop frameworks for issuance that connect the climate aspects of GSS+ bonds
with the implications for workers, communities and consumers to generate positive impact as well as
value creation. Internationally, ESG bond funds are starting to adopt a dedicated just transition strategy
focus, which could provide inspiration for bond investors in India. Finally, social impact bonds could also
be used specifically for just transition outcomes, such as retraining activities for workers vulnerable to
employment shocks.

3. Support the integration of just transition principles into transition plans and transition finance.

India’s companies and financial institutions are increasingly adopting net zero targets. To implement
these targets, credible, robust and just transition plans are needed that set out how the company will
make net zero delivery part of its core business model and governance, how people will be put at the
centre (including through stakeholder engagement), and how capital and operating expenditure (CapEX
and OpEX) will be allocated to make the just transition to net zero a reality. This topic is a priority for
discussion at the 2024 G20 presidency under Brazil, and in Asia the Association of South East Asian
Nations (ASEAN) is taking the lead in showing how transition plans can be developed in this way.
Domestic and foreign investors in India can accelerate the adoption of these plans through direct
shareholder engagement and by supporting market-wide efforts, such as those by the Securities and
Exchange Board of India (SEBI) and others.

With these three levers, investors can engage, allocate and plan for financing the just transition activities
of businesses in India. Wider efforts are needed in terms of policy reform and mobilising public finance.
Investors can engage in productive dialogue with decision-makers to support the Indian Government's
efforts to accelerate system-wide action on net zero through a just transition.



1. Introduction

Building a net zero and climate-resilient economy represents a strategic opportunity for India to deliver
inclusive growth and make the country a green jobs superpower (Modak et al., 2023). Furthermore, if
India does not achieve net zero it will be impossible for the world to reach net zero, which poses specific
risks for India as it is the most vulnerable G20 nation and seventh most vulnerable country in the world to
the impacts of climate change (Germanwatch, 2021). Action is needed to respond to the potentially
profound socioeconomic consequences of net zero, taking efforts to ensure a just transition. Institutional
investors have a key supportive role to play here because globally they have been among the first movers
in the realm of private finance on climate and transition. They have also made inroads to tackle the just
transition through investor-led initiatives. Given the significant share of the assets under management
that investors can bring to bear on the just transition, the focus of this report is on their role. We identify
levers for investors to develop real-world practice, build confidence and lay the foundations for broad-
based adoption in ways that support national priorities.

Before turning to the role of investors and how to harness their engagement in Section 2, we outline in
this Introduction the just transition challenge and transition risk facing India, examples of building
momentum for action, and the need to attract more international capital.

The necessity and challenge of financing a just transition in India

On the upside, there is considerable potential for more and better jobs from building a net zero,
resilient economy in India powered by clean energy, with an electrified transport system, a green
hydrogen-enabled industrial sector, a resource-efficient built environment and sustainable agriculture.
On the downside, there are risks of stranded assets and stranded people in high-carbon sectors
including coal, along with potentially new social risks from a narrow greening of the economy that
does not take people into account. Joining these challenges is the task of mobilising unprecedented
volumes of capital, both public and private, from domestic sources and internationally. This is the
challenge of financing the just transition, a global imperative of particular importance to India and
one that we at LSE’'s new Just Transition Finance Lab aim to support by encouraging pioneering
examples that help bring the necessary financial transformation (Robins et al., 2024).

At the UN’s 2022 climate conference COP27, India announced its target to reach net zero status by
2070. The implications of the transition transcend high-level net zero targets and could have profound
impacts on the socioeconomic fabric of modern India. The transition will be a whole-of-economy and
all-of-society undertaking. In India, the transition to date has been most pronounced in the power sector,
but all industrial, transport and land-based sectors (especially agriculture) will have to be transformed in
the coming decades to meet India’s targets of net zero and resilient development by 2070. There is broad
acknowledgement among different stakeholders in India that this transition cannot happen without
placing people at the centre. This means taking along the people affected by the transition and
integrating them into planning for the transition.

Optimising development to address multiple of the UN'’s Sustainable Development Goals (SDGs) is a
longstanding priority in India and is significantly embedded in the Government’s social sector priorities,
as is evident from its five-year plans (Ministry of Finance, 2021). The state has long taken the role of the
regulator in charge of delivering people-centric priorities through government mandates on priority
sector lending and corporate social responsibility, and through both these policies it has directed private
capital to development goals. Thus, the notion of people-centric development has been part of the
conversation for some time, and Indian economic priorities are already aligned with the principles of just
transition, so extending this to a people-centric transition to net zero by focusing on sustainable
development will not be a conceptual stretch. However, it does raise significant challenges, at the heart
of which lie how and where to mobilise and allocate public and private investment, along with getting
the governance of finance right to deliver a just transition.

The Indian economy is set to transform as the country embarks on its mission to decarbonise and this
will have output and employment ramifications across all sectors.

6



A fifth of gross value added (GVA) is currently produced by carbon-exposed sectors including mining,
manufacture of metals, electricity and gas, construction and transport (PIB, 2024). Further, a fifth of
India’s tax revenues comes from fossil fuels (Aggarwal et al., 2022) and there is high employment in
carbon-intensive sectors. As India’s resource endowment is geographically concentrated in certain
regions, including Jharkhand, Odisha and Chhattisgarh, the economic implications of the transition are
expected to be geographically uneven. There is a mismatch between these regions and those where
renewable energy capacity is currently being established (Mitra and Chandra, 2023). The direct
implications of the transition and their timing will vary depending on the sector. While transitioning out
of sectors such as fossil power generation and coal mining will likely see thermal plant decommissioning
and subsequent mine closures only in the early to mid-2030s (NITI Aayog, 2023), pre-empting and
preparing to prevent a disorderly transition with detrimental effects on people - of the kind experienced
in many European countries following deindustrialisation - requires that the work starts now. However,
the just transition is not exclusively required in the coal sector. It has economy-wide implications for
emerging sectors, such as renewables and electric vehicles.

Growing momentum behind the just transition in India

The just transition is mentioned in the 2015 Paris Agreement on Climate Change and the International
Labour Organization (ILO) has provided guidance on what a just transition should involve: maximising
the social and economic opportunities of climate action, while minimising and carefully managing any
challenges, including through effective social dialogue among all groups impacted. In practical terms,
the just transition is a bridging concept, one that connects the climate transition with social imperatives.
India’s 2022 Long-Term Low Emissions Development Strategy (LT LEDS) incorporates the just transition,
and is rooted in the principles of equity and climate justice, and points to the importance of making the
energy transition just, smooth, sustainable and inclusive. It focuses on reskilling and redeployment of
workers (MOEFCC, 2022). At the same time, there is a desire to ensure that India’s progress leaves no
one behind. The different kinds of impact require strategic thinking about India’s energy supply mix and
supporting technologies but also a better understanding of the role of finance.

A major catalyst for advancing consideration of the just transition has come through India’s presidency

of the G20 in 2023. The New Delhi Declaration from G20 leaders stated: “We will pursue development
models that implement sustainable, inclusive and just transitions globally while leaving no one behind”
(G20 New Delhi Declaration, 2023). The declaration mentions other tenets of the just transition such as
addressing the skills gap, promoting decent work, social protection, and the focus on SDG-aligned finance.

Beyond the formal process, the G20 also spurred broad policy and research on how to deliver a just
transition in practical terms, including through the T20 (Think Tank 20) process, which prompted
academic and policy research into the intersection of transition and social effects. For example, to
overcome entrenched gender inequalities in energy poverty, there has been a focus on women's
leadership, upskilling through education and using participation as an active agent of change in the
adoption of clean energy (de Haan et al., 2023). Additionally, the crucial role of micro-, small and
medium-sized enterprises (MSMEs) in facilitating a just transition has come to the fore in the T20 and in
wider climate transition literature, pointing to the need for more support for MSMEs by leveraging newly
developed fintech platforms, cooperative models to address informality of employment, and digital tools
to mitigate the adverse impact of information asymmetry (Dash and Ranjan, 2023; TERI and DIW, 2023).

The T20 process has also noted that the shift to sustainable and renewable energy may
disproportionately affect various marginalised groups, young people and informal workers and that fossil
fuel subsidies have historically not benefitted the most vulnerable populations. Therefore, a just transition
that addresses food, energy and water security, encourages innovation of new technology, builds access
to skills development, incorporates inclusive decision-making, and redirects fossil fuel subsidy savings to
social protection and clean energy in a transparent and accountable way, is important (Dutta and
Rahut, 2023; Bhushan and Banerjee, 2023; Muzondo et al., 2023).

All'in all, India’s G20 presidency has clearly shown that a successful transition in India needs to be
inclusive to ensure that no one is left behind but also to incorporate the leadership and knowledge of
women, youth and marginalised communities as a way to strengthen its economy.



Early examples of action on just transition from state government, businesses and civil society are
illustrated in Boxes 1.1-1.3 below.

Box 1.1. Just transition action at the state level - example of the Jharkhand Just Transition
Task Force (JTTF)

The Jharkhand JTTF is India’s first state-level dedicated task force for the just transition.

lts goal is to assess coal dependency in Jharkhand, make recommendations to the
Government, and create a roadmap for a just transition to cleaner energy sources by the end
of 2024 (Kumar, 2023). The Government of Jharkhand established the JTTF in collaboration
with the Centre for Environment and Energy Development (CEED, 2022). The Task Force was
created in light of India’s net zero targets to address the impacts on Jharkhand, which hosts
about 40% of India’s mineral wealth (ibid.).

The JTTF recognises that a phase-out of fossil fuels could potentially lead to social upheaval,
job losses (from 1.5 million direct jobs), unemployment and knock-on negative impacts on the
local economy, particularly in the many coal-centric districts (Bhushan et al., 2021). Therefore,
the JTTF, with CEED, is working on developing policy guidelines, district-level action plans and
cross-sectoral frameworks (immediate, short- and long-term) designed to minimise the
socioeconomic burden of the transition, explore alternative livelihoods and social security
measures for workers in coal mining, and remain cognisant of ethnicity, culture and geography
by consulting elected representatives, traditional leaders in tribal areas and other main
stakeholders (CEED, 2022; Kumar, 2023).

The JTTF involves 17 state departments and agencies and addresses eight thematic areas
through plans under development: livelihood transition, energy transition, decarbonisation
pathways, coal transition, sustainable mobility transition, institutional framework (capacity
building), investment and finance, and green hydrogen mission (Government of Jharkhand
and CEED, 2023). Its establishment is a crucial milestone for the Indian conversation on just
transition and indicates its mainstreaming at the sub-national level.

A financing strategy for Jharkhand’s just transition is currently under development and is likely
to be published by the end of 2024 (CPI, 2023).

Box 1.2. Just transition action at the corporate level - examples of NTPC and Ayana
Renewable Power

National Thermal Power Corporation (NTPC)

NTPC is India’s leading energy producer, owned by the Government of India. It has not yet set
a timeline for reaching net zero emissions, but its most recent annual report states that the
company is collaborating with the government think tank NITI Aayog to prepare a net zero
strategy in alignment with India’s net zero by 2070 target (NTPC, 2023).

NTPC has set ambitious targets including for renewables and green hydrogen. It recognises the
potential adverse impacts of the sudden retirement of thermal power plants on socioeconomic
equity. Therefore, to make the energy transition just and equitable, its decarbonisation strategy
adopts a balanced approach that combines efficient thermal power with cleaner renewable
energy sources until a viable long-term alternative to fossil power generation becomes feasible.
NTPC is also focusing on reskilling the workforce for their transition to renewable energy,
collaborating with the Government’s Skill India Mission for employment- and entrepreneurship-
linked skills development programmes (NTPC, 2023). As India’s largest power utility, NTPC's
focus on transitioning to clean energy sources in a just and equitable manner sets a strong
example for the industry and its attempt at reskilling its workforce can be used to inspire skilling
programmes and just transition roadmaps across the board, including in other industries.




Ayana Renewable Power

Ayana was established by British International Investment (Bll) as a platform to generate
commercial returns and social impact by expanding clean energy. It is now majority owned by
India’s National Infrastructure Investment Fund (NIIF) Limited. Ayana is applying environmental,
social and governance (ESG) practices to its rollout of clean energy projects across India, and its
Community Development Framework sets out how it engages with stakeholders to support the
just transition. It worked with Bll to develop a just transition programme focusing on community
engagement and skills development. Initially, these efforts were grant assisted, but they have
become mainstreamed and are now supported by Ayana’s core resources.

This example demonstrates how development finance institutions like Bll can help make the just
transition a core part of clean energy expansion, applying just transition principles at the company
level within specific policy contexts. For clean energy developers, it also shows how developing
skilled employment (including for women) can overcome labour constraints on expansion.

For more information, see the Lab’s case study on Ayana (Just Transition Finance Lab, 2024).

Box 1.3. Just transition action within civil society - example of SEWA and the Swachh
Aakash Campaign

The Self-Employed Women's Association (SEWA) is one of India’s largest trade unions and is
formed exclusively of women workers from informal/unorganised sectors. SEWA represents
more than 2.9 million women from 18 states. Since its foundation in 1972, SEWA has engaged in
several projects to empower women from socially and economically deprived backgrounds and
just transition principles are embedded in much of its work. It has trained women for potential
employment in solar parks (in operations and maintenance skills), digital literacy and job
readiness to facilitate their employment in emerging sectors in India.

In 2022, SEWA celebrated its 50th anniversary by launching the Swachh Aakash Campaign
(Clean Sky Programme) which is aimed at addressing “aspects such as the climate catastrophe
..., our fast paced-largescale-collective actions towards adaptation and mitigation, inclusion of
informal sector women workers like us to fostering green livelihood and build SEWA into a Green
Union” (SEWA, 2022). The programme centres on issues of environment, livelihood, food and
social security and recognises that climate change will act as a threat multiplier for poor and
vulnerable communities who are already facing challenges concerning education, health,
insufficient nutrition, lack of childcare, lack of social support and more. The programme
encourages projects that will promote sustainable wellness, resilience and just transition, such
as in clean cooking fuel, climate-resilient livelihoods, skilling for green jobs, livelihood support in
the context of extreme heat, women-owned and operated solar parks, and energy farming.
The programme recognises just transition as one of the key challenges arising from climate
change along with the economic restructuring needed to address it. This represents a crucial
development for mainstreaming just transition within India’s civil society (ibid.).



https://justtransitionfinance.org/casestudy/ayana-building-a-skills-base-for-indias-clean-energy-transition/

Risks from an unjust transition — and opportunities from the green economy

The political economy of India will make the transition very challenging unless the transition is just.

The large, emissions-intensive incumbent sectors are deeply embedded within many regional and
national institutions and sectors, such as the railways, and in resource-rich states, which can create
further challenges in untangling the effects of transition. Further, the impacts of climate change will be
severe in India, which will increase the need for a just transition.

An unjust transition would be a missed strategic opportunity, given the promise of skills and work in the
global green economy. The potential number of new jobs in India’s green economy is estimated to be
35 million by 2047 (the centenary year of independence), according to a report by Skills Council and
Sattva Consulting (2023). These jobs will encompass both the traditional sectors and emerging
technology sectors like renewable energy, waste management, electric vehicles, battery manufacturing
and green construction, which the report identifies as being interwoven with the just transition. It uses
the ILO’s framing, which puts green jobs at the intersection of decent work opportunities and
environmental sustainability, and finds that as India transitions into the green economy, there is great
potential to exploit its demographic dividend of a large working-age population (ibid.).

The International Forum for Environment, Sustainability & Technology (iForest) estimates that presently
there are 20 million workers engaged in fossil fuel and fossil fuel-dependent sectors in India, of which
informal workers account for a substantial portion (Bhushan et al., 2021). Another estimate pegs the
number of individuals directly dependent on coal for jobs at 5 million (Outlook Planet Desk, 2023).

New jobs in the green economy will be crucial for absorbing these workers, who will lose their jobs in the
coal sector as the transition progresses. Additionally, it will be important for the Government, as well as
companies, to ensure that these new jobs are made accessible to those left most vulnerable by the
transition - particularly Dalit and female workers (Banerjee, 2022). Focused skills-building programmes
and redirecting funding towards social protection and upskilling are two ways in which this can be
attempted (Nayak, 2024).

A coordinated approach to the just transition will be critical. A mapping of current industries and
industries of the future can help states assess skill gaps to ensure that the workforce is future-ready.
There are institutions such as the National Institute of Wind Energy and the National Institute of Solar
Energy that with the support of the Ministry of New and Renewable Energy offer skill development across
functions within industry. Pursuing holistic strategies for a just transition is essential for the private sector
to prevent financial and social insecurity, disruption to supply chains, and legal or reputational risks.
Companies that want to capitalise on the commercial opportunities arising from the transition need to
change rapidly and plan for, manage and optimise the operational and reputational effects of cutting
emissions, simultaneously developing innovation and technology, improving workforce relations, and
increasing responsible resource productivity (Just Transition Centre and The B Team, 2018).

Attracting international capital for the just transition in India

Increasing the quantity and enhancing the quality of investment in emerging markets and developing
economies (EMDEs) such as India is paramount for a just transition. The bulk of financial assets reside in
high-income countries. Flows to EMDEs from public and private finance have failed to meet both
longstanding policy agreements such as the commitment for developed countries to provide US$100
billion in annual climate finance by 2020 and actual climate and sustainable development needs. India’s
position is particularly acute, with a large share of global population, but small shares of per capita
emissions and financial resources (see Figure 1.1 below).
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Figure 1.1. The inverted pyramid of India’s climate finance challenge
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Sources: Financial Stability Board, 2023; IMF, 2024, The Economic Times, 2023, IEA, 2023; Worldometer, 2024

Figure 1.2 provides further context by illustrating the very small share of global financial assets held by EMDEs
including India across non-bank financial institutions, banks, central banks and public financial institutions.

Figure 1.2. Total global financial assets (USS$ trillion; left axis) and share of assets (%; right axis)
in India
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Against this backdrop, the International High-Level Expert Group on Climate Finance has estimated that
EMDEs need USS2.4 trillion in sustainable finance to meet their climate and nature goals, of which

USS$1 trillion a year needs to come from external public and private sources (Songwe et al., 2022). In its
submission on the negotiation of the UNFCCC'’s New Collective Quantified Goal (NCQG) for climate
finance (which is meant to be adopted at COP29 later in 2024), the Government of India has stated that
developing countries need US$1 trillion a year in concessional and grant funding from developed countries
to meet climate goals (UNFCCC, 2024).

Estimates for the climate finance needed for net zero in India vary depending on the timelines, scenarios
and sectors the analysis focuses on. Table 1.1 presents an indicative selection of leading financing
estimates for different sectors and time periods. A considerable share of this will need to come in the
form of external public and private finance, all of which will need to deliver net zero goals and in ways
that generate socioeconomic benefits to produce a just transition.

Table 1.1. Financing needs for India’s net zero target under different estimates

Reserve Bank of India 2.5% of GDP per year till 2030
(RBI, 2023)
International Energy Agency US$160 billion per year in clean energy till 2030

(Birol and Kant, 2022)

Council on Energy, Environment and Water ~US$200 billion per year till 2070
(Sidhu and Singh, 2021)

Climate Policy Initiative US$170 billion per year till 2030
(Khanna and Purkayastha, 2022)

Why focus on private finance and institutional investors?

In Section 2 of this report we identify levers that could prove salient for international investors to
encourage greater capital flows for an inclusive transition and just transition in India. While public
finance is also key, our focus is on private, because currently private transition finance is insufficient.

For the 2020 financial year, the latest estimates suggest that India received US$15 billion in climate
finance from domestic public sources, US$3.9 billion from international public sources, US$22 billion from
domestic private sources and USS$2.6 billion from international private sources, the latter made up of
USS$1.3 billion from foreign direct investment (FDI), USS0.9 billion from commercial finance institutions,
US$0.37 billion from companies and US$0.04 billion from philanthropy (Khanna and Purkayastha, 2022).
Given the limited amount of private climate finance flows to India the need for a focus on private
transition finance will be crucial and is the focus of this report.

Beyond high-level agreements within the UNFCCC, global markets increasingly expect companies to
meet climate, sustainability and social standards along global value chains, including in terms of the
just transition. Demonstrating proactive approaches to net zero and its implications for workers and
communities could increasingly attract international investment. Conversely, failing to provide a just
transition may lead to reduced investor appetite and a competitive disadvantage in export markets.
The European Union, for example, has introduced a comprehensive sustainable finance regulatory
framework to shape business strategy and transition planning, boost green and sustainability-linked
bonds, loans and investment funds, and deliver system-wide transparency and assurance (EU Platform
on Sustainable Finance, 2024). Key measures include the EU Taxonomy, the Sustainable Finance
Disclosure Regulation (SFDR), the Corporate Sustainability Reporting Directive (CSRD), the Green Bond
Standard and the Corporate Sustainability Due Diligence Directive (CSDDD). Cutting across these EU
requirements is a strategic emphasis on the just transition as part of its Green Deal and efforts to scale
up sustainable finance for EMDEs (HLEG, 2024). The task is to ensure that these international
expectations reinforce rather than undermine India’s own path to a just transition.
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2. The investor role in a just transition for India

Background: how are investors already engaging on the just transition?

Achieving net zero through a just transition is an imperative for a growing number of investors across
the world. Investors started to recognise the need for a just transition around 2018, since when
understanding has developed and spread.

The International Labour Organization and LSE's Grantham Research Institute set out a series of steps
for investors in their Just Transition Finance Tool for Banking and Investing Activities (ILO and Grantham
Research Institute, 2022). Five steps in particular stand out for investor action:

—_

Plan: include just transition principles in investors’ own net zero plans.

2. Engage: make just transition part of investors’ stewardship dialogue with companies.
3. Allocate: channel investment to assets with just transition priorities.

4. Advocate: press for government policies to mobilise public and private finance.

5. Disclose: be accountable for just transition in reporting.

A leading example of how the just transition is being embedded for some investors’ practice today is the
investor-led Climate Action 100+ (CA100+) initiative. CA100+ is designed to ensure the world'’s largest
corporate greenhouse gas emitters take necessary action on climate change. It has developed a

Net Zero Company Benchmark which sets out investor expectations, against which it assesses 170 firms
worldwide, as a basis for collective shareholder engagement. The 2023 assessment included just
transition for the first as the ninth of 10 CA100+ assessment indicators (with others including long-term
emission reduction targets, capital allocation and decarbonisation strategy). That assessment found
that only 3% of the 170 firms had developed just transition plans in consultation with stakeholders.

This small proportion is perhaps to be expected given the relative novelty of the just transition for
companies and investors. Table 2.1 details the components of the CA100+ just transition metrics.

Table 2.1. Climate Action 100+ indicator 9, just transition - metrics

Sub-indicator 9.1 - Commitment to just transition principles

Metric 9.1.a - The company has committed to decarbonise in line with defined just transition principles,
recognising the social impacts of its decarbonisation efforts.

Metric 9.1.b - The company has committed to retain, retrain, redeploy and/or compensate workers
affected by its decarbonisation efforts.

Metric 9.1.c - The company has committed that new projects associated with its decarbonisation
efforts are developed in consultation with affected communities and will seek their consent.

Sub-indicator 9.2 - Just transition planning and monitoring

Metric 9.2.a - The company has developed a just transition plan for how it aims to support workers and
communities negatively affected by its decarbonisation efforts.

Metric 9.2.b - The company’s just transition plan was developed in consultation with workers,
communities and other key stakeholders affected by its decarbonisation efforts.

Metric 9.2.c - The company discloses the quantified key performance indicators it uses to track its
progress towards the objectives of its just transition plan.

Source: Ashraf et al., 2024
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Just transition investor performance in EMDEs

Overall, tools for assessing companies’ progress on the low-carbon transition are generally insufficiently
nuanced when it comes to their suitability for entities operating in India and other EMDEs. While
understanding and use of the term ‘just transition’ is growing in high-income countries, it has only very
recently come to the fore in EMDEs. As a result, companies based in these countries may not explicitly
disclose their progress on the just transition but they may still be engaged in relevant activities there.

Making just transition commitments entails greater challenges for companies based in EMDEs compared
with those in wealthier countries due to the different political economy considerations, varying net zero
target timelines and competing development priorities. Using the same framework and criteria for all
companies worldwide may therefore produce skewed results indicating EMDE companies to be poor
performers, without accounting for the additional constraints they face.

Among the 150 companies assessed by CA100+, 15 are headquartered in emerging economies. Seven of
these are located in India: Coal India, Tata Steel, National Thermal Power Corporation (NTPC), Oil and
Natural Gas Corporation (ONGC), Reliance Industries, Vedanta and Ultratech Cement. A further three
are headquartered in Brazil; three in Indonesia; two in South Africa; and one in Nigeria. Currently, none of
these meet the criteria for the CA100+ just transition indicator apart from one of the Indian companies,
NTPC (meeting the criteria partially), plus South Africa’s Eskom Holdings and Sasol (Ashraf et al., 2024).

How to boost investor engagement with the just transition in India - three levers

It is early days for making the just transition a recognised part of India’s sustainable finance agenda.
Deeper adoption of good practice on the just transition is expected to emerge through corporate
strategy, financial materiality, stakeholder expectations and government policy.

To support this practice further, we have identified three high-potential levers which investors can
deploy in the Indian context:

e Encourage companies to use Business Responsibility and Sustainability Reporting requirements
as a framework for reporting on just transition.

e Promote capital allocation towards the just transition by harnessing India’s Green, Social,
Sustainable and Sustainability-linked (GSS+) market.

e Support the integration of just transition principles into corporate transition plans.

1. Boosting corporate disclosure on just transition via Business Responsibility and Sustainability Reporting

A first step for investors is to gain a better understanding of just transition risks and opportunities,
policies and performance from the companies they hold: this requires better corporate disclosure. In
2021, the Securities and Exchange Board of India (SEBI) mandated new disclosure requirements for the
top 1,000 listed companies in India via Business Responsibility and Sustainability Reporting (BRSR).
Although BRSR does not explicitly use the term ‘just transition’, it provides an excellent framework,
rooted in India’s economic conditions, for companies to consider and then disclose the social factors
that a just transition involves. Using the BRSR is a step towards making the just transition tangible for
companies and their investors in ways that are consistent with India’s goals for ESG and sustainable
development. Using this domestically devised regime shows that disclosing on the just transition does not
have to mean ‘reinventing the wheel’ but rather can involve starting with existing frameworks to show
the interconnections between climate action and social impact.

To show how BRSR compares with other leading disclosures, policy and market regimes on just
transition-relevant metrics, we have assessed it alongside 11 further international examples, shown in
Figure 2.1 below. This "heatmap’ identifies the degree to which these initiatives contain existing metrics
that can be used to assess and disclose on the key dimensions of the just transition in terms of the
priorities of maximising social opportunities, minimising social risks and ensuring effective social dialogue
across workers, suppliers, communities and consumers. It also examines the potential for disclosure on
leadership for system-level transformation.
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The analysis is divided into market-specific disclosure regimes (of which the BRSR is one), global
voluntary frameworks, and examples of national approaches that have just transition components.

The numbers in each cell represent the aggregate quantity of separate metrics identified by the authors.
Each framework is dedicated to a specific stakeholder group under each priority action.

Figure 2.1. Heatmap of just transition metrics across 12 international examples

Global voluntary
financial disclosure Just transition/environmental justice frameworks
frameworks

Market-specific financial
disclosures
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Abbreviations: ESRS = European Sustainability Reporting Standards; SFDR = Sustainable Finance Disclosure
Regulation; BRSR = Business Responsibility and Sustainability Reporting; IFRS = International Financial Reporting
Standards, S2; TNFD = Taskforce for Nature-Related Financial Disclosures - recormmendations; GRI = Global
Reporting Initiative; ILO = International Labour Organization; WBA = World Benchmarking Alliance;

UNGP = United Nations Guiding Principles on Business and Human Rights; TIPS = Trade and Industrial Policy
Strategies ; US IRA = United States Inflation Reduction Act.

Source: Transition Plan Taskforce, 2024

The heatmap illustrates some commonality across the 12 frameworks, but also highlights that different
actions and prioritisation are needed to address place-based concerns in specific locations and regions.
From this assessment, the BRSR does reasonably well, particularly in terms of worker-related disclosure
requirements, although social dialogue is one area for further attention. In general, the BRSR provides
Indian real economy and financial corporates with the foundations to address the possible downside risks
of the transition as well as the upside potential.

When the BRSR was adopted in 2021, its coverage was made broader in scope and more quantifiable
than its previous iteration, the Business Responsibility Reporting (BRR). The mandate requires the top
1,000 listed firms to start making disclosures from fiscal year 2024 but asks the disclosures to be assured
in a phased manner starting with 150 firms in FY 2024 and expanding to all the firms by FY 2028.

The BRSR incorporates several social aspects of high relevance to the just transition, including employee
wellbeing, labour rights and work conditions, human rights, the community, and consumers. The
framework is based on the nine categories within the National Guidelines on Responsible Business
Conduct (NGRBC) principles: Table 2.2 below draws out the just transition-relevant factors in the NGRBC
and corresponding metrics in the BRSR.
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Table 2.2. Just transition-relevant aspects of the National Guidelines on Responsible Business

Conduct principles and aligning BRSR metrics

NGRBC - just transition-relevant principles

BRSR metrics

Businesses should conduct and govern

is ethical, transparent and accountable.

themselves with integrity, and in a manner that

Reporting on: training programmes; anti-corruption
and bribery; conflict resolution; legal compliance.

a manner that is sustainable and safe.

Businesses should provide goods and services in

Reporting on: technology development;
sustainable supply and value chains; extended
producer responsibility; life cycle assessment.

Businesses should respect and promote the
wellbeing of all employees, including those in
their value chains.

Reporting on: employee wellbeing benefits;
disabled accessibility; maternity benefits; grievance
redressal mechanism; union membership; health
and safety; corrective measures; value chain
employment conditions.

Businesses should respect the interests of and
be responsive to all their stakeholders.

Reporting on: stakeholder identification;
consultation with stakeholders; and engagement
with marginalised and vulnerable people.

Businesses should respect and promote
human rights.

Reporting on: minimum wages and salaries;
training; human rights grievance and corrective
mechanisms; sexual harassment; plants and
office assessment.

Businesses should respect and make efforts to
protect and restore the environment.

Reporting on: energy and water consumption;
greenhouse gas, including Scope 3, and other
emissions; liquid discharge and waste management;
environmental approvals and legal compliance;
disaster management; value chain impacts.

Businesses should promote inclusive growth
and equitable development.

Reporting on: rehabilitation and resettlement;
social impact assessments; micro, small and
medium sized enterprise (MSME) sourcing;
community grievance mechanisms; corporate
social responsibility (CSR); job creation; intellectual
property; corrective measures.

to their consumers in a responsible manner.

Businesses should engage with and provide value

Reporting on: consumer complaints; cyber security;
data protection; product/service information
accessibility; corrective measures.

To examine the just transition readiness of Indian companies, we will be publishing results from a
qualitative assessment of using the BRSR, which we have developed expanding on Table 2.2 above
(Selvaraju, 2024 forthcoming). The BRSR emerges as a useful tool. Some early examples of Indian steel
and power sector initiatives that are moving towards just transition, reported by companies through
the BRSR, include supplier due diligence, ethics and training sessions for value chain partners,
preferential procurement from marginalised groups and MSMEs, online upskilling and training
programmes in health and safety, and optional social impact assessments (ibid.).
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Looking ahead, BRSR disclosures could provide credible data for investors to start assessing Indian
companies as they work on strategies for a people-inclusive transition. In addition, the BRSR can be used
by progressive Indian companies to elucidate their existing focus on just transition principles. In their
engagement with companies, investors could therefore encourage management to use BRSR
requirements as a framework for reporting on just transition.

2. Stimulating capital allocation for the just transition through the bond market

The next step for investors after improving disclosure is to stimulate capital for the just transition: the
bond market could be a promising arena for this.

The just transition influences the way that capital is allocated and deployed across the risk-return
spectrum, from market rate to blended and public finance as well as social impact. In the bond market,
we see three possible pathways for innovation: building on the GSS+ market, developing bond funds, and
impact bonds, addressed in turn below.

Building on the GSS+ market for a just transition’

Internationally, the Green, Social, Sustainable and Sustainability-Linked (GSS+) bond market has been at
the forefront of sustainable finance in the last 10 years. Overall, issuance has now grown to well over
USS5 trillion and has diversified in ways that are potentially relevant for ensuring just transition principles
are applied and investment is channelled to key transition expenditures affecting stakeholders (such as
skills development for workers) (World Bank, 2024). The bond market has a diverse range of issuers, from
large companies to sovereigns, municipalities and public financial institutions, each of which has a
specific role in the just transition. Internationally, standard setters, issuers and investors are now
exploring how the GSS+ market can be a lever for mobilising finance for the just transition.

Figure 2.2 indicates how GSS+ bonds might be used for a just transition in terms of use of proceeds,
entity-wide measures (such as sustainability-linked bonds [SLBs]) and impact reporting. Note that just
transition outcomes can be either those that harness the social benefits or those that manage the social

costs of the low-carbon transition.

Figure 2.2. How GSS+ bonds could support a just transition

Use of proceeds

(specific to UoP
bonds)

Entity-wide
Green, social, target
sustainability (GSS+) e
bonds (SPSeLCéSl)C °

Impact
reporting

(applicable to
any type of
GSS+ bond)

Proceeds are allocated

to projects or activities

that have just transition
outcomes

One or all KPI targets
involve just transition
outcomes

The bond framework
commits to impact
reporting on the just
transition outcomes of
the bond

E.g. Proceeds are allocated
to a reskilling programme
for the workforce affected
by the entity’s
decarbonisation strategy

E.g. SLB includes two KPI
targets: (a) to reduce
emissions by 80% by 2030
and (b) to retrain 30% of
the workforce affected by
the entity’s
decarbonisation strategy
by 2030

E.g. Bond framework
commits to reporting the
number of new jobs
created annually at the
solar farm financed by the
bond proceeds

2 Climate Bonds Initiative and the Grantham Research Institute have formed a research partnership to explore the barriers and opportunities to
mobilising the global debt markets for a just transition and published a first report in December 2023 (Robins and Curran, 2023).
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In India, the cumulative issuance of GSS+ bond issuances had touched US$21 billion by February 2023

(see Figure 2.3). India’s landmark sovereign green bond programme offers future potential to link public
spending on environmental priorities with positive social outcomes. India’s companies and municipalities
are also gaining experience with the issuance of green bonds and sustainability-linked bonds with social
KPIs. Going forward they could connect their climate and environmental bond-raising with social priorities,
too. Investors could encourage and work with issuers in India to start incorporating just transition priorities.

Figure 2.3. GSS+ bond issuance by Indian entities, 2015-2023 (US$ million)
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Source: Climate Bonds Initiative (2024)

Developing bond funds that support the just transition

Institutional investors can also take action by integrating the just transition into the design of fixed
income funds. Two Europe-based funds, from Amundi and Ostrum, whose portfolios are focused on
developed market sovereigns and companies, provide lessons for potential fund design in India and other
emerging markets (see Boxes 2.1 and 2.2).

Box 2.1. Amundi Responsible Investing - Just Transition for Climate Fund

Amundi is a French-based manager that in 2017 launched a bond fund called the Amundi Responsible
Investing - Just Transition for Climate fund. The fund is domiciled in France and as of 31 March 2024
had a size of £466.9 million. The fund is benchmarked against the Bloomberg Barclays Euro Aggregate
Corporate Index and aims to have a 20% lower emissions intensity than that index. The fund is
available in France, Germany, Italy, Switzerland and the UK. The overarching objective of this sector-
neutral fund is to push companies to start or accelerate their low-carbon transitions while fully
accounting for the social impacts of those transitions.

The fund combines climate and social indicators to assess which bonds can be part of it. On the
climate side, the fund uses classic carbon reduction and carbon intensity data for Scopes 1, 2 and 3
emissions. On the social side, the fund uses social criteria such as employee repurposing within the
business as a result of the transition, affordability of prices of goods for consumers, and the inclusion
or presence of local communities and constructive stakeholder dialogue. The fund generates a score
with a 50% weight to the worker-related criteria and the remaining three criteria are weighted for the
other 50%. This produces a just transition indicator for the companies in which it invests (PRI, 2021).
Among the fund’s top 10 holdings as of April 2024 were bonds issued by companies such as Iberdrola
and Vestas, plus CaixaBank and Siemens Energy.
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Box 2.2. Ostrum Asset Management Climate and Social Impact Bond

Ostrum is a French asset manager that provides a range of ESG funds. In 2022 it launched a bond fund
called the Ostrum Climate and Social Impact Bond, to replace the Ostrum Global Sustainable
Transition Bond. The Climate and Social Impact Bond is a thematic fund investing in the just transition,
with environmental, social and local objectives. The fund defines just transition as “a transition to a
low carbon world that seeks to be respectful of the environment and biodiversity while being inclusive
from a social and territories’ point of view” (Ostrum, 2022). The fund invests in sustainable bonds
(green, social and sustainability) and at the end of 2022 had 98% of its holdings in sustainable bonds
and less than 2% in sustainability-linked bonds. For a bond to be selected it must include KPIs in its use
of proceeds or framework that are related to health and wellbeing, inclusive development, sustainable
agriculture/food and biodiversity (ibid.).

The fund has integrated just transition at the issuer level by using a just transition indicator. The
indicator is based on a methodology using two data providers: the SDG index, which provides data on
sovereign and quasi-sovereign issuers and the GREaT methodology, a multi-source model that analyses
companies concerning sustainable development issues and is used by the La Banque Postale Asset
Management. GREaT stands for responsible Governance, sustainable Resource management, Energy
transition and Territorial (local) development. The fund uses the scoring on sustainable resource
management and local development for just transition to select bonds of companies and uses the SDG
methodology for sovereign and quasi-sovereign bonds. About 44% of the fund in 2022 was invested in
sovereigns and equivalents; it includes bonds such as the Chile green bond, International Bank for
Reconstruction and Development (IBRD) sustainability bond and the Iberdrola green bond.

Bond funds such as those described above could be an additional route for capital allocation for just
transition finance. If Indian companies were able to demonstrate that they credibly met the just
transition criteria for these bond funds, they could be included in global or emerging market bond funds.
Similarly, if Indian sovereign and quasi-sovereign bond frameworks met just transition criteria, they too
could be included in similar bond funds. While these bond funds highlight that such funds exist, they are
not the benchmark. We want to highlight emerging practice and acknowledge that these bond funds are
but a first step and an important tool available for investors who can encourage issuance via bond funds.

The potential for impact bonds: the case of India’s Skill Impact Bond

Impact bonds provide another possible vehicle for channelling capital to just transition priorities. In India,
the Skill Impact Bond (SIB) was launched in 2021, aimed at enabling young people, especially women, to
find employment opportunities in the COVID-19 recovery period, in sectors including retail, apparel,
healthcare and logistics (British Asian Trust, 2023). The programme provided candidates with training
and paid employment. The bond set a target of upskilling 50,000 young people, 60% of whom were to
be women and girls.

The SIB involves a consortium of risk investors, outcome funders, a transaction manager, technical
partners and performance managers (Figure 2.4).

Figure 2.4. Skill Impact Bond consortium

Outcome funders Technical

Transaction partners
manager USAID

Performance
managers

Risk investors Children's Investment Fund
NSDC Foundation
Dalberg Advisors

NSDC

Michael & Susan JSW Foundation
Dell Foundation HSBC Indig

Dubai Cares

British Asian Trust British High

Commission,
New Delhi

Source: NSDC, 2021
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As risk investors, the National Skill Development Corporation (NSDC) and Michael & Susan Dell
Foundation (MSDF) provided the working capital of US$S4 million upfront to the service providers to
implement the programme, which ran over four years from 2020-2023. Training was provided by NSDC-
affiliated organisations including Apollo Medskills Ltd., Gram Tarang Employability Training Services Pvt.
Ltd., Learnet Skills Ltd., Magic Bus Foundation, PanlIT Alumni Foundation and Tata STRIVE. The outcome
payers (also known as commissioners) agreed to pay the risk investors’ initial investment for each
positive outcome achieved at up to US$14.4 million over the four years. Up to 31 May 2023, more than
18,000 enrolments were reported, of which more than 70% were women, in 13 sectors and 18 states,
including Jharkhand and Chattisgarh which are vulnerable to net zero transition risk. The selection of
candidates under the programme was based on economic and educational attainment. For example,
Magic Bus trains individuals who are not in education, employment or training, have 12 Standard passes?
and annual income less than INR 120,000 (around £1,178) (Magic Bus India Foundation, n.d.)

Early assessments indicate some success for the SIB. Half of the women who enrolled in the training
continued to work in waged employment for at least three months. Part of the reason for this success is
post-placement tracking and guidance, including regular check-ins and migratory assistance to help
recipients seek employment in different parts of the country. The instrument has helped towards meeting
some of the SDGs that are aligned with the principles of just transition - see Table 2.3.

Table 2.3. Features of the Skill Impact Bond

Risk profile High risk: in cases where the outcome is not achieved, outcome payers may
not pay risk investors

Investor profile Philanthropy, bank and government
Time horizon Short to medium term (four years)
Relevant SDGs 4: Quality education; 5: Gender equality; 8: Decent work and economic growth

Just transition

Employment in sectors such as healthcare that are transition-compatible

rinciples
P P e A gender lens on employment
e Regional inclusion
Definition of Clearly defined outcomes.
outcom.es ene Evaluated by third parties.
evaluation

Source: British Asian Trust, 2021

As the GSS+ market grows in India, investors can encourage issuance and set the tone for where capital
can be made available. Incorporating just transition criteria for bonds directly and in bond funds across
their portfolios will give issuers a clear signal that they can access capital for just transition in India.

3. Integrating just transition principles into transition plans and transition finance

Investors have a vital role to play in capital allocation and efforts they make to show their interest in
funding just transition activities can also help companies to start planning for their own just transition
pathways through tools like transition plans. Transition plans are strategic frameworks that set out how
a business or institution will implement net zero and other targets and the human and social dimensions
are critical to their success. These plans are becoming a key tool globally to accelerate credible action on
net zero through a just transition.

3 This is the High School Pass in India, known as the senior secondary education certificate.
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Transition plans were given a particular spotlight by the Taskforce on Climate-Related Financial
Disclosures (TCFD) in its October 2021 status update (TCFD, 2021). This set out that a transition plan
should include high-level targets, interim milestones (with short- and long-term goals), actionable steps
for meeting stated targets, and transition governance measures. The TCFD created an international
framework for entities to disclose how they considered and responded to climate-related transition risks
and opportunities, which also paved the way towards the publication of the International Financial
Reporting Standards (IFRS) S1 and S2 standards. The momentum behind transition plans has been
deepened by the work of the Glasgow Financial Alliance for Net Zero (GFANZ), which has published
voluntary guidance on how real economy firms and financial institutions should develop transition plans
(GFANZ, 2022). The GFANZ guidance identified five key components for effective transition plans -
foundations, implementation strategy, engagement strategy, metrics and governance - which are now
becoming widely adopted internationally. GFANZ also highlighted the importance of incorporating just
transition into the planning process for real economy firms and financial institutions (ibid.). The Grantham
Research Institute has also set out guidance on how to make transition plans just (Curran et al., 2022).

Within Asia, the Association of South East Asian Nations (ASEAN) has moved ahead with sustainable
finance guidance by providing a comprehensive taxonomy that brings together core environmental goals
with social requirements, as set out in Box 2.3 — an approach that India could draw on.

Box 2.3. ASEAN moves ahead with guidance on sustainable finance and just transition

In March 2024, the ASEAN Taxonomy Board released the third version of its Taxonomy for Sustainable
Finance, which was first launched in 2021 at the ASEAN Finance Ministers’ and Central Bank Governors’
Meeting (ASEAN, Taxonomy Board, 2024). The ASEAN Taxonomy is envisioned as a guide “to enable a
just transition towards sustainable finance adoption” by standardising data and making it credible,
and developing a common language for sustainable finance in the region (ibid.). Efforts to grow just
transition-focused sustainable finance have already accelerated across ASEAN member states, with
Indonesia, Malaysia, the Philippines, Singapore, Thailand and Vietnam having developed or in the
process of developing their national taxonomies, consistent with the ASEAN Taxonomy (ibid.).

The Taxonomy itself aims to provide a structured approach to assessing whether activities support four
Essential Objectives (EOs): climate change mitigation; climate change adaptation; protection of healthy
ecosystems and biodiversity; and resource resilience and the transition to a circular economy (ibid.).

To be classified under the ASEAN Taxonomy, the activity must demonstrate that it contributes to at
least one of these EOs and does not have any adverse effects on other EOs. The Taxonomy also requires
the activity to fulfil three Essential Criteria, which are fundamentally related to a just transition: do no
significant harm, remedial measures for the transition, and social aspects (ibid.). The criteria for the
social aspects involve the promotion and protection of human rights, the prevention of forced labour
and protection of children’s rights, and managing the impact on people living close to investments.

Additionally, in October 2023 the ASEAN Capital Markets Forum released the ASEAN Transition Finance
Guidance (ATFG), to serve as a common standard for what constitutes a credible, transparent and
inclusive just transition based on best practice, with a focus on aligned and aligning transition finance
opportunities (TheEdge, 2023; ASEAN Capital Markets Forum, 2023). The ATFG builds on the ASEAN
Taxonomy by creating an approach to assess the forward-looking plans of companies and facilitate
investor support for those companies (ACMF, 2023). It is particularly sensitive to the ASEAN context
and recognises the need to address the 70 million-plus MSMEs in the region. The ATFG addresses the
need for clear guidance to ASEAN companies on which activities meet transition expectations, possible
transition pathways, and a framework for providers of capital on making informed financial decisions
(ibid.). It places particular emphasis on the need for a just transition throughout the document,
stating that for any transition plan to be considered robust, it must incorporate a just transition.

Several other G20 countries are moving to introduce mandatory requirements for the disclosure of
transition plans. In the UK, for example, the Transition Plan Taskforce (TPT) has published an
internationally interoperable framework which is consistent with the International Sustainability
Standards Board (ISSB) and which incorporates just transition principles as core features across the
five-component framework first developed by GFANZ.
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The TPT was informed by a multi-stakeholder Just Transition Advisory Group which published its own
guidance to show how people can be put at the heart of transition plans, as illustrated in Table 2.4.

Table 2.4. Integrating the just transition at each stage of a transition plan - guidance from UK
Transition Plan Taskforce

Transition plan category | Just transition priorities

Foundations The Plan’s strategic ambition needs to show how it has identified, assessed
and taken into account international commitments and “the impacts and
dependencies of the transition plan on its stakeholders (e.g. its workforce,
value chain counterparts, customers) and society (e.g. local communities)”.

Implementation strategy | The implementation strategy needs to address any “workforce adjustments”
and set out the policies and conditions to be applied including in terms of
“"human rights, labour standards and advancing social equity or addressing
potential adverse social impacts (e.g. on communities)”.

Engagement strategy The engagement strategy should set out engagement and collaborative
activities with value chain, industry counterparts, trade unions,
government, stakeholders and civil society to deliver the strategic ambition
(e.g. to assess potential social impacts of its transition plan).

Metrics and targets Potential metrics identified by the Just Transition Advisory Group include the
percentage of employee base reskilled, percentage of consumers benefitting
from affordability programmes and plans, extent of application of Free Prior
and Informed Consent and Do No Harm principles to carbon credits.

Governance The governance section should set out how it plans to align its corporate
culture with the strategic ambition (e.g. company values and purpose,
workforce engagement) and the steps being taken to “increase the
availability of key skills and knowledge while ensuring an inclusive and
equitable transition (e.g. re-skilling and upskilling measures)”.

Source: Transition Plan Taskforce, 2024

In India, transition plans were identified by SEBI as an important mechanism in its circular on transition
bonds released in May 2023. Where SEBI mentions transition plans in the context of transition bonds, it
states that the transition plan should contain the following:

e Details of interim targets/milestones along with an indicative timeline for achieving the targets
(interim targets should also reflect the indicative figure of the quantity of emissions the issuer is
envisaging to reduce).

e Brief outline of the project implementation strategy.
e Details regarding the use of technology for project implementation.

e Details of the mechanism to oversee the utilisation of the funds raised through transition bonds
and the implementation of the transition plan (issuers may form a committee to oversee the
implementation and ensure the timely completion of the defined targets).

We are yet to see any transition bond issuances in India. However, domestic and international
momentum behind the development of transition plans and the integration of just transition features
into those plans can only grow. Following India’s successful G20, Brazil, taking forward the presidency,
has identified “advancing credible, robust and just transition plans” as a key priority for the G20
Sustainable Finance Working Group in 2024 (G20, 2024). At this critical juncture, investors can work with
companies to develop transition plans that effectively incorporate the social opportunities and risks of
net zero and the importance of meaningful dialogue and stakeholder engagement.
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3. Conclusions and next steps

In this report, we have focused on the role that institutional investors can play in advancing the just
transition as being both necessary for Indian society and also commercially smart due to its long-term
value creation. Given the vast capital that institutional investors can bring to bear and the
attractiveness of the Indian economy to foreign portfolio investments, these institutional investors will
have an increasing role to play in one of the world’s fastest-growing economies and in India’s just
transition. We have highlighted various levers that investors could use. But we acknowledge that
investors do not operate in a vacuum and other actors have a more structural role include policymakers
and regulators, banks and companies, along with civil society.

The sustainable finance discourse in India is already starting to show how companies and regulators can
proactively engage in just transition through existing regimes and practices and incorporate just
transition into future planning and regulations. Investors can play a role in this ecosystem not just as
agents of change through capital allocation and company engagement but also by supporting policy
action and working with other private and public financial actors.

Looking ahead, coordinated action will be needed to implement the just transition across the financial,
national and sub-national policy ecosystems. To be fully effective, this must be part of a system-wide
approach that involves public policy, public and development finance and other stakeholders. The
regional inequalities of the transition, given the uneven distribution of fossil fuels and renewables, and
their impact on state fiscal resources, will continue to be a challenge for public finance. The regions that
are home to fossil fuel-based and heavy industries will stand to lose significant state revenues, while
other states will gain significantly through the fiscal revenues generated. Anticipating the transition and
its fiscal implications will require extensive public policy and planning to mobilise public money, build
state capacity and invest in other state revenue-generating opportunities. As the research and discourse
on domestic and international public finance for the just transition evolve in India, investors will have a
role to play in partnering in the blended finance structures being mobilised by public monies.

But financing the just transition in India needs to consider more than the regional implications of fossil
fuel and renewables revenue to the state and national exchequer. The public finance elements will
involve many other components, from skills development to more inclusive business practice in the
renewables industry. Future research will need to explore the role of public and development finance in
a just transition and how it can unlock more private capital from institutional investors for sub-
national actors and delve into sectoral specificity.

The levers highlighted in this report are a work in progress and we hope that relevant stakeholders
engage and collaborate with the Just Transition Finance Lab to achieve positive impact.
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