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Learn more about the role of inclusive financial
services in the global climate response
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CGAP focuses on the frontier of financial inclusion

WE ARE: A global partnership of over 30 leading public, private, and philanthropic development
and financial institutions and organizations, housed at the World Bank.

resilient, and equitable world for all.

OUR MISSION: CGAP works at the frontier of inclusive finance to test solutions, spark
Innovation, generate evidence, and share insights. Our knowledge enables public and
private stakeholders to scale solutions that help financial ecosystems meet the needs of
poor, vulnerable, and underserved people and MSEs, including advancing women’s
economic empowerment.
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OUR VISION: Responsible and inclusive financial ecosystems that enable a green, ;




CGAP’s vision has evolved over time and
shaped the financial inclusion field

1998-2003 2008-2013 2019-2023

Scale up Advance new Financial inclusion

microfinance business models for what?

O ® O
1995-1998 2003-2008 2013-2018 . _ _
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Our current vision aims to maximize the impact of financial inclusion and its
contribution to global development goals
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What do you view as the most pressing challenge
facing carbon markets in the next 10 years?
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The Role of Carbon Markets in a Just, Green Transition

Carbon markets can support a just, green transition in EMDEs — but
only if they include low-income households and small businesses

@CGAP
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DECENT WORK AND GOOD HEALTH

ECONOMIC GROWTH AND WELL-BEING
A green

ol e
transition can

unlock GENDER
opportunity ‘“"“”"
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But high costs,

limited availability,

b € h av I or ¢ h £l g & 20 year life cycle cost solar vs. diesel irrigation pumps
are barriers s

 The of
green technologies and
practices remains a critical
barrier for low-income
households and MSMEs

. for
businesses makes it difficult to
sustainably serve low-income
customers at a price point they

can afford
o Solar Diesel
further M Capital Expenditures
constrains demand, increases B Operating Expenses

risks/cost for businesses
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https://web.archive.org/web/20221128215551id_/https:/jssm.umt.edu.my/wp-content/uploads/sites/51/2022/11/7-JSSM-Volume-17-Number-10-October-2022-FINAL.pdf

Carbon markets
can address

barriers to a
green transition
In EMDES
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Increasing Availability

|

Companies providing green technologies and practices are
turning to VCMs to get their products and services into the
hands of low-income and rural customers.

[O]] Improving Affordability

Revenues from sale of credits help to reduce the cost of
green technologies and practices for customers.

{@r Incentivizing Behavior Change

Sharing carbon revenues directly with commmunities can
incentivize shifts in behavior and encourage the adoption
and use of green technologies and practices.




Realizing this potential begins with making carbon projects more
Inclusive
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Community
Participation

Inclusive
Carbon
Projects
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Inclusive carbon projects prioritize
community participation, equitable benefit
sharing, gender equality, and development
impact

When carbon markets are inclusive, they
can help to drive a transition that is not
only green, but also just



Unfortunately, many carbon projects are not designed
to benefit low-income people

The Scramble for African Carb :
22 Aug 2023 arbon Credlf - Should Governments Intervene?

‘Nowhe

forest communities of
Alto Mayo, Peru, at centre
of offsetting row

The Guardian visits the Peruvian Amazon as na=* -
investigation into forest-based carbon ~

Revealed: ‘over 90% of rainforest ¢ T h e r eve n u e r o

worthless’

Greenwashing or a net zero necess fte n
sales O

offsetting
Carbon offsets flawed but we are in
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https://www.whitecase.com/insight-our-thinking/africa-focus-winter-2022-credit-where-credits-due

Several barriers stand in the way of more inclusive
carbon projects
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Barriers to Lack of Disruptions to Lack of Gender Barriers
Participation of Transparency in Livelihoods Development
Low-Income Benefit Sharing Impact

Communities




Women face barriers to participating in — and
benefiting from — carbon projects
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« Unequal access to resources (such as land,
capital, technology, or training) can limit women’s
participation and ownership of carbon Many of the challenges that

- Burden of unpaid household labor, limited prevent women from
mobility, and exposure to gender-based violence Improving their livelihoods
mean women are less likely to be employed in and resilience also limit

carbon projects Fairhitvtoh fit f Z
 Gendered social norms that limit women’s e ) - 7

decision-making can constrain their ability to carbon markets //
access and control project benefits |
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"':E CGAP’s research demonstrates how financial services can help to

= build more inclusive carbon markets
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Financial Services can Contribute to More Inclusive
Carbon Markets

CGAP'’s research has identified 5 opportunities for financial services to make carbon
projects more inclusive of and impactful for low-income communities in EMDESs:

»

Credit and savings
products can enable
low-income
households to
participate in carbon
projects and
maximize benefits

@CGAP

fin

Digital payments
can make benefit-
sharing fairer and
more transparent

) !

Financial services
can help
participants adapt
and diversify their
livelihoods

o O m
Women-centric Financial inclusion
financial services can enhance
can equip women to development impact

participate in carbon
projects




How Acorn’s credit model is helping to scale
smallholder agroforestry

« Acorn provides smallholder
farmers with the inputs and
training needed to adopt
agroforestry

‘g Acorn

Rabobank

« Farmers receive inputs on credit,
with repayment deducted from

FIGURE 5. An illustration of Acorn’s financing model

Year 0 7 8 9 10 1
future carbon revenues Carbo ) €30 €90 €120 €120 €120 €30 €30 €90
« After loans are repaid, farmers j eso - - e en e €4 &% €%
receive 80% of the revenues :E,':;T;;ﬂ o ere s ex ex
from the sale of their carbon » _> »
it repayme of carbon revenue

to farrrE-'-:
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ATEC combines digital payments with dMRV to power
an innovative new benefit sharing model

« ATEC sells loT-enabled electric
cookstoves that allow the
company to track usage in real

time
« Customers finance the stoves on
iInstallment plans, ensuring that ‘
they are affordable to low- =
Income users v AT=C¥ b
e Croctz:unyor
 ATEC’s data allows them to sell £
high quality carbon credits, with (—7 : o3
70% of revenues sent directly to i L%

users via mobile money for each
kw hour their stoves consume

More thoy
cook, more
they eam

Source:
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https://mecs.org.uk/wp-content/uploads/2023/09/MECS-ATEC-Cook-to-Earn-Pilot-Project-Report-2023-v1.0.docx.pdf

Vi Agroforestry uses VSLAS to minimize livelihood
disruptions

* In Kenya, project developer Vi
Agroforestry helps smallholder
farmers adopt agroforestry and
regenerative agriculture

« ViAgroforestry has found that in
communities where farmers are
part of strong village savings
and loan associations (VSLAS),
participants are more likely to
remain in the project

« A study also found that project
participants organized into
VSLAs saved more and more
often, had higher levels of food
sufficiency, and spent more of :
their incomes on their children’s 3 6,@;1.3‘@.‘:
education b
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Photo Credlt Dorothy Tindi, CGAP Photo Contest
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SEWA provides women with tailored loans to
participate in carbon projects

* In India, SEWA's loans allow
rural women to participate in
carbon projects

- Seasonal salt farm workers
using solar water pumps receive
90% of the revenues from
carbon credits their pumps
produce, helping to smooth
consumption during off-season
months

«  SEWA works with Sistema.bio to
offer financing for carbon-
subsidized biodigesters, bringing
the cost down from Rs 35,000 to
Rs 5,000

Photo Credit: Sistema.bio
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Financial Inclusion can Enhance Development Impact

« The impact of financial inclusion is not
only measured through account
ownership but also by its contribution to
the SDGs.

RS e e 4 " g—
e S -

L

» Financial services can help maximize
project co-benefits, with evidence that
financial inclusion can advance gender
equality (SDG 5).
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— Investing for Financial __
o Inclusion: Four
* Inclusive finance impact measurement
and management frameworks and Enablers for Outcomes
Initiatives can be adapted to carbon "easurement and
projects for co-benefits measurement.
YELETE ) EL

October 2024 - Estelle Lahaye, Charlotte (Charley) Clarke, Elizabeth Kiamba
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Financial service providers can also leverage carbon
finance to advance financial inclusion in EMDES

Carbon finance presents an opportunity for financial
institutions and other financial service providers to
expand their outreach to low-income customers:

« Carbon projects can break down barriers to account
ownership
Ownership of green assets can help make participants

more creditworthy

Innovative partnerships between FSPs and carbon
projects can leverage benefit sharing to further expand
financial inclusion

Carbon projects’ impact on livelihoods can lead to
greater financial inclusion

Financial
Inclusion
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Which of these use cases most resonates with you?

@CGAP



—
o

LA\ ¢

', F
N |
"

1T LT

}
N |

;

\

\
§,.
N

=

4
-
- L

Looking Forward

Opportunities to maximize the impact of financial services in carbon
markets
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Opportunity 1: Foster Greater Collaboration Between Financial
Service Providers and Carbon Project Developers

Share infrastructure, knowledge, and trusted relationships

Amplify the impact of carbon projects by offering payments,
savings, credit, and insurance to project participants

Support the measurement and monetization of co-benefits

(HCGAP



Opportunity 2: Drive Greater Innovation in Financial Services for
Carbon Project Participants

fiil Digital payment-enabled benefit-sharing models

Considering future carbon revenues in credit assessments

Carbon savings accounts

Insurance for mitigation activities

\Women-centric financial services
(HCGAP



Opportunity 3:

Project Financing to
Prove and Scale

nclusive Carbon
DI’Oj ects Overview of costs for project developers

Donors, DFls, and impact

investors should consider the

following:

* Finance pilot projects

 Grant windows to launch
inclusive prOJeCtS technology/input (2-5 years)

: costs, training)
* Concessional debt or
recoverable grants for on-
lending

* De-risking commercial financing

Monitoring,

ST Reporting,

Benefit Sharing

(cost of financing, Certification Verification (MRV) (direct revenue

sharing, community

(ongoing costs, investments, etc.)

continue for years)

» Connecting buyers and
developers

@CGAP



Three Ways CGAP Is Supporting More Inclusive,
Financial Services-Enabled Carbon Markets

‘ Technical guidance for
funders

Inclusive financial-services
iInnovation

‘ Integrating financial inclusion
Into the measurement of project co-benefits

@CGAP



Where do you see the most need for CGAP’s support?
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Discussion

(@ CGAP



((Z)CGAP Members

UDENRIGSMINISTERIET

MINISTRY OF FOREIGN AFFAIRS OF DENMARK

BILL& MELINDA NN >4 British
& GATES foerdatir ) SRS

INVESTMENT FUND FOR
DEVELOPING COUNTRIES

W

- 4
BEE European * Federal Ministry Global Affairs 9
i 4 for Economic Cooperation Z ol
[ l ¢ Investment |and Development g I I* Canada IDB ‘ mﬂ}%, f

Bank
GENZIA ITALIANA . JOA I( r\v
R lA orsmmns b
LLO SVILUPPO

JERSEY OVERSEAS AID

Y
international ’\///
JUIFAD N7

Finance Corporation

A
PE
A

s
K U I c A«zt Korea International
Cooperation Agency

Investing in rural people

THE GOVERNMENT ) |
OF THE GRAND DUCHY OF LUXEMBOURG Center -For i . MetLlfeFoundatlon
inclusive growth mastercard

foundation

Al
A
-
LS

Schweizerische Eidgenossenschaft
F MO 0 Confédération suisse
. Confederazione Svizzers
PROPARCO 2% Sida v

#9 Ministry of Foreign Affairs of the Entrepreneuria \
] o ’ PE AF'
Netherlands Development GROUPE AFD \\\

Mo /,/// ,,,-%u
it Dostersristivsrent /// sertbion

Bank Swiss Agency for Development
‘ and Cooperation SDC

/
\

"USAID
& " FROM THE AMERICAN PEOPLE

Norad ") THE WORLD BANK S
@ @ ukaid (C|D]|F]

from the British people Microfinanes + Gaptal Develepment




@CeAP
Thank you

To learn more, please visit cgap.org

Connect with us on these social channels:
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https://www.facebook.com/ConsultativeGroupToAssistThePoor
https://www.linkedin.com/company/cgap-world-bank-group/
https://twitter.com/cgap
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