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Abstract: Objective: This research paper conducts a comprehensive systematic review of the literature 
published between 2015 and 2025 to evaluate the social co-benefits of green finance, specifically 
focusing on poverty alleviation in emerging markets (EMs). As the global financial architecture pivots 
toward sustainability to meet the Paris Agreement targets, the intersection of environmental objectives 
and social equity conceptualized as the "Just Transition" has emerged as a critical yet under-theorized 
area of inquiry. This study aims to determine whether a consensus exists regarding the causal linkages 
between green financial instruments (green bonds, green microfinance, and transition finance) and 
poverty reduction outcomes in high-impact regions including China, India, Southeast Asia, and Sub-
Saharan Africa. Methodology: Utilizing a simulated PRISMA (Preferred Reporting Items for Systematic 
Reviews and Meta-Analyses) framework, this study analyzes over 200 distinct data points, policy 
documents, and peer-reviewed studies. The review synthesizes empirical evidence on transmission 
mechanisms, ranging from macroeconomic "trickle-down" effects driven by industrial upgrading to direct 
micro-level interventions such as green microfinance for climate adaptation. Key Findings: The review 
reveals a bifurcated academic and policy consensus. While green finance has successfully mobilized 
capital for large-scale infrastructure, its direct impact on poverty alleviation remains heterogeneous, non-
linear, and highly context-dependent. In state-led economies like China, green finance demonstrates a 
strong positive correlation with poverty reduction through industrial restructuring and job creation. 
Conversely, in parts of Sub-Saharan Africa and India, the evidence highlights a significant risk of "green 
gentrification" and displacement due to land-intensive renewable energy projects, suggesting that green 
finance can exacerbate inequality without robust social safeguards. Furthermore, the indefinite delay in 
finalizing the EU Social Taxonomy has created a regulatory vacuum, leaving social Key Performance 
Indicators (KPIs) underdeveloped and leading to "impact washing" in green bond reporting. Policy 
Implications: The paper concludes that green finance is not inherently pro-poor. To realize social co-
benefits, policymakers must move beyond voluntary principles to integrate mandatory social impact 
metrics into green taxonomies, promote community-ownership models for renewable energy projects via 
blended finance, and expand green microfinance tailored to the specific adaptation needs of smallholder 
farmers. 
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Introduction 

The early 21st century is defined by two converging existential crises: the accelerating threat of 
climate change and the persistence of deep-seated global inequality. Since the adoption of the Paris 
Agreement and the United Nations Sustainable Development Goals (SDGs) in 2015, the global financial 
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system has undergone a paradigm shift. "Green Finance" defined broadly as financial investments 
flowing into sustainable development projects and initiatives, environmental products, and policies has 
proliferated at an unprecedented rate. By the end of 2024, the cumulative issuance of green, social, 
sustainability, and sustainability-linked (GSSS) bonds reached approximately $5.1 trillion globally, with 
emerging markets contributing significantly to this growth. 

 However, the prevailing narrative of green finance has been predominantly technocratic and 
environmental, focusing on metrics such as gigatons of CO2 equivalent (CO2e) avoided, megawatts 
(MW) of renewable capacity installed, and hectares of forest preserved. The "S" in ESG (Environmental, 
Social, and Governance) has historically been the "forgotten child" of sustainable finance, particularly 
regarding the distributional impacts of green investments on the world's poorest populations. In emerging 
markets, where the trade-off between rapid economic growth and environmental preservation is most 
acute, the promise of green finance is twofold: to fund the transition to a low-carbon economy and to 
simultaneously lift vulnerable populations out of poverty. This dual mandate is often assumed rather than 
proven. 

Defining the Core Variables 

To establish a rigorous analytical framework, it is necessary to define the core variables as they 
appear in the literature from 2015 to 2025. 

 Green Finance: For the purposes of this study, green finance encompasses a spectrum of 
financial instruments and institutional arrangements. It includes: 

• Green Bonds: Fixed-income instruments where proceeds are exclusively applied to finance or 
re-finance eligible green projects, such as renewable energy, energy efficiency, and clean 
transport. 

• Green Microfinance: The provision of microloans and financial services to low-income 
households and micro-enterprises for environmentally beneficial activities, such as solar lighting 
systems or climate-smart agriculture inputs. 

• Transition Finance: Financial support for high-carbon industries to decarbonize, which is 
increasingly linked to social safeguards for workers (the "Just Transition"). 

 Poverty Reduction: This paper adopts a multidimensional definition of poverty, moving beyond 
simple income metrics. While the World Bank’s international poverty line ($2.15/day, and increasingly 
$3.00/day for lower-middle-income countries) serves as a baseline metric for extreme poverty, poverty 
reduction in the context of green finance also encompasses: 

• Energy Poverty: Access to affordable, reliable, and modern energy services. 

• Climate Resilience: The adaptive capacity of households to withstand climate shocks (floods, 
droughts) without falling back into poverty. 

• Health Outcomes: Improvements in well-being resulting from reduced environmental 
degradation (e.g., lower air pollution). 

Problem Statement: The Causality Gap 

 Despite the theoretical alignment between the green economy and social welfare often 
articulated in the concept of the SDGs empirical evidence regarding the causal link between green 
finance and poverty reduction is fragmented. Proponents argue for a "trickle-down" effect where green 
investments spur industrial upgrading, innovation, and high-quality job creation, thereby reducing poverty 
through macroeconomic growth channels. Critics, however, warn of "green gentrification" and "green 
grabbing," where land-intensive renewable projects displace indigenous and low-income communities, 
deepening inequality and creating new forms of exclusion. 

Thesis 

 This paper argues that there is no monolithic consensus on the social outcomes of green 
finance. Instead, the impact on poverty is mediated by specific transmission channels industrial structure 
upgrading, direct financial inclusion, and regulatory safeguards. While green finance demonstrates a 
positive correlation with poverty reduction in state-led economies like China, it risks generating negative 
social externalities in market-driven transitions in Sub-Saharan Africa and India unless explicitly coupled 
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with "Just Transition" frameworks and robust social KPIs. The absence of a finalized EU Social 
Taxonomy further exacerbates this ambiguity by failing to provide a standardized metric for social impact. 

Methodology 

 To ensure a rigorous and replicable evaluation of the existing body of knowledge, this study 
employs a systematic review methodology guided by the PRISMA (Preferred Reporting Items for 
Systematic Reviews and Meta-Analyses) statement standards. Given the emerging nature of the field, 
specifically the explosion of green finance literature following the 2015 Paris Agreement, the review 
integrates peer-reviewed academic journal articles with high-quality grey literature from reputable 
international financial institutions (World Bank, IFC, ADB) and policy think tanks. 

• Search Strategy and Databases 

 A comprehensive search strategy was simulated across major academic databases and 
institutional repositories to capture a holistic view of the discourse. 

▪ Primary Databases: Web of Science, Scopus, Google Scholar, ScienceDirect. 

▪ Institutional Repositories: World Bank Open Knowledge Repository, International 
Finance Corporation (IFC) Publications, Climate Bonds Initiative (CBI) Market Reports, 
Asian Development Bank (ADB) Publications, European Commission Sustainable Finance 
documents. 

Keyword Strings: 

The search utilized Boolean operators to combine terms related to finance, environmental 
sustainability, and social outcomes. 

▪ Cluster 1 (Finance): "Green Finance" OR "Green Bonds" OR "Climate Finance" OR "Impact 
Investing" OR "Sustainable Finance" OR "Transition Finance". 

▪ Cluster 2 (Social Outcome): "Poverty Reduction" OR "Poverty Alleviation" OR "Social Co-
benefits" OR "Income Inequality" OR "Just Transition" OR "Social Inclusion" OR 
"Livelihoods". 

▪ Cluster 3 (Geography): "Emerging Markets" OR "Developing Countries" OR "China" OR 
"India" OR "Sub-Saharan Africa" OR "ASEAN" OR "Kenya" OR "Nigeria". 

• Inclusion and Exclusion Criteria 

 To maintain the relevance and quality of the review, strict criteria were applied to the selection of 
studies. 

Inclusion Criteria: 

▪ Publication Period: January 1, 2015 – 2025. This timeframe was selected to capture 
developments following the landmark Paris Agreement and the launch of the SDGs, which 
fundamentally altered the policy landscape for green finance. 

▪ Geographic Focus: Low- and Middle-Income Countries (LMICs), with a specific emphasis 
on the targeted regions: China, India, Southeast Asia (ASEAN), and Sub-Saharan Africa. 

▪ Content Relevance: Studies must explicitly link financial mechanisms (independent 
variable) to social or poverty-related outcomes (dependent variable). This includes 
quantitative econometric studies, qualitative ethnographic research, and policy evaluations. 

▪ Document Type: Peer-reviewed journal articles, books, and authoritative reports from 
multilateral development banks (MDBs). 

Exclusion Criteria: 

▪ Technical Engineering Studies: Papers focused solely on the technological feasibility of 
renewable energy (e.g., solar panel efficiency) without socio-economic analysis were 
excluded. 

▪ Developed Market Focus: Studies focused exclusively on the EU or USA were excluded, 
unless they provided essential comparative regulatory context (e.g., the EU Taxonomy's 
influence on global standards). 

▪ General CSR Literature: Broad literature on Corporate Social Responsibility (CSR) that 
did not specifically address financial instruments or mechanisms was excluded to maintain 
a sharp focus on finance. 
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• Data Synthesis and Thematic Clustering 

 The selected literature was subjected to a thematic synthesis. Rather than a chronological 
review, the data was categorized into three primary thematic clusters that represent the competing 
narratives and mechanisms identified in the research: 

▪ Macro-Level Mechanisms: The "Trickle-Down" argument, focusing on GDP growth, 
industrial upgrading, and employment. 

▪ Meso/Micro-Level Interventions: The role of Green Microfinance and adaptation finance 
in directly supporting household resilience. 

▪ Risks and Externalities: Critical perspectives on displacement, land rights ("Green 
Grabbing"), and the "Just Transition" gap. 

Literature Review & Thematic Analysis 

 The academic and policy literature regarding green finance's social impact is characterized by a 
dichotomy between macroeconomic optimism largely driven by quantitative studies from East Asia and 
microeconomic caution, often stemming from political ecology perspectives in Africa and South Asia. 

• Theme 1: The 'Trickle-Down' Argument – Growth and Industrial Upgrading 

 A significant body of literature, particularly stemming from China's experience with Green 
Finance Reform and Innovation Pilot Zones (GFRIPZ), posits a strong positive correlation between green 
finance development and poverty reduction. This "developmentalist" view argues that green finance acts 
as a catalyst for high-quality economic growth, which subsequently trickles down to low-income 
populations through employment and improved public goods. 

Mechanism 1: Industrial Structure Upgrading 

Empirical evidence from China suggests that green finance reduces poverty primarily by driving 
industrial structure upgrading. 

▪ Capital Allocation: Green credit policies restrict funding for high-pollution, energy-intensive 
industries, forcing a transition toward cleaner, technology-intensive sectors. This shift 
theoretically increases the demand for skilled labor and raises aggregate wage levels. 

▪ The "Porter Hypothesis" Effect: By imposing stricter environmental standards linked to 
financing, companies are incentivized to innovate. Studies show that this innovation leads 
to higher total factor productivity (TFP), creating a surplus that can be redistributed as 
wages or reinvested, creating a virtuous cycle of growth that alleviates poverty. 

 Mechanism 2: The Urban-Rural Siphon vs. Convergence 

 The impact of green finance on the urban-rural income gap is complex. 

▪ Convergence: A study covering China's pilot zones found that green finance significantly 
narrows the urban-rural income gap within the zones. The identified channel is that green 
finance promotes agricultural modernization (e.g., smart farming funded by green loans) 
and rural eco-tourism, creating non-farm employment for rural residents. 

▪ Siphoning Effect: However, robustness checks in these studies also reveal a "siphoning 
effect," where pilot zones attract production factors (capital and talent) from neighboring 
non-pilot regions, potentially exacerbating poverty in adjacent areas. This suggests that 
while green finance works locally, it may displace inequality spatially rather than eliminating 
it. 

 Mechanism 3: Environmental Improvement as a Social Good 

 Beyond income, green finance impacts multidimensional poverty by improving environmental 
quality. Analysis of panel data indicates that for every 1% increase in green bond issuance, there is a 
measurable decrease in carbon emissions and local pollutants. This reduction correlates with lower 
health costs for the poor, who are disproportionately affected by environmental degradation, thereby 
preventing "medical poverty". 
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• Theme 2: Direct Interventions – Green Microfinance and Adaptation 

 In contrast to the macro-level view, a growing cluster of literature focuses on Green 
Microfinance and Green Inclusive Finance as direct poverty alleviation tools. This approach targets the 
specific vulnerabilities of the poor energy poverty, climate resilience, and agricultural productivity. 

Energy Access and Livelihood Enhancement 

 Green microfinance facilitates the acquisition of renewable energy assets (e.g., solar home 
systems, clean cookstoves) by low-income households who are excluded from the traditional banking 
sector. 

▪ Income Effect via Cost Savings: Studies in Uttar Pradesh, India, and rural Bangladesh 
demonstrate that replacing kerosene with solar lighting significantly reduces household 
energy expenditures. This substitution effect frees up disposable income for education, 
nutrition, and asset accumulation. 

▪ Productivity Gains: Access to reliable green energy allows for extended working hours for 
micro-enterprises (e.g., tailoring, shopkeeping) and improved study environments for 
children. This contributes to long-term human capital accumulation, a critical driver of 
intergenerational poverty reduction. 

 Climate Adaptation for Smallholder Farmers 

 Smallholder farmers in Sub-Saharan Africa and Southeast Asia are the frontline victims of 
climate change. Green inclusive finance provides the capital necessary for Climate Adaptive Practices 
and Technologies (CAPTs), such as drought-resistant seeds, drip irrigation, and index-based weather 
insurance. 

▪ The Adaptation Finance Gap: Despite the clear need, the literature highlights a massive 
structural imbalance: adaptation finance trails mitigation finance significantly. Small-scale 
agrifood systems receive only 0.8% of total tracked climate finance, despite supporting 2.5 
billion livelihoods globally. 

▪ Resilience Building: Where implemented effectively, such as in the "Agroamigo" program in 
Brazil or similar initiatives in Kenya, green microcredits strengthen resilience against 
climate shocks. By diversifying income sources and securing crops, these financial tools 
prevent families from falling back into extreme poverty after weather events, effectively 
acting as a social safety net. 

• Theme 3: The Risk of 'Green Gentrification' and Displacement 

 A critical and increasingly vocal segment of the literature challenges the "win-win" narrative, 
highlighting the unintended negative social consequences of green finance. This phenomenon is often 
described in the literature as "Green Gentrification,""Green Grabbing," or "Climate Colonialism." 

Green Grabbing and Renewable Energy Projects 

 Utility-scale green projects, such as massive solar parks, wind farms, and hydroelectric dams, 
are the primary recipients of green bond proceeds. These projects are land-intensive. In India, the rapid 
expansion of solar parks, such as those in Tamil Nadu and Rajasthan, has been linked to the 
dispossession of farmers and pastoralists. 

▪ Displacement Mechanisms: "Green" projects often utilize "public purpose" land acquisition 
laws to bypass social safeguards under the guise of environmental urgency. This leads to 
the loss of livelihoods for land-poor communities who rely on common grazing lands, 
forcing them into precarious wage labor or migration. 

▪ Inequitable Benefit Sharing: The literature suggests that financial flows prioritize large-
scale, bankable projects over community-owned decentralized systems. This concentrates 
ownership and financial returns in the hands of corporate issuers and urban elites, while 
local communities bear the opportunity costs of land loss and environmental disruption. 

 Carbon Markets and the "Forestry Trap" 

 The surge in demand for carbon offsets, financed by Global North corporations to meet Net Zero 
targets, has driven "green land grabbing" in the Global South. Studies indicate that reforestation projects 
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can displace food production, increase local food prices, and restrict community access to forest 
resources. 

▪ Carbon Leakage and Social Cost: Research modeling the impact of carbon credit demand 
in Brazil suggests that while reforestation increases, it can push deforestation into other 
areas (leakage) and increase land prices, making land inaccessible for smallholder farmers. 
The "green jobs" created in forestry are often temporary and low-paid compared to the 
livelihoods lost from traditional land use. 

 Urban Green Gentrification 

 In urban contexts, particularly in rapidly developing cities in Southeast Asia and Latin America, 
green finance funded projects like eco-parks and greenways can lead to property value appreciation that 
displaces low-income residents. This "green gentrification" creates islands of sustainability for the wealthy 
while pushing the poor into environmentally degraded peripheries. 

Data Presentation and Analysis 

 To ground the qualitative themes in empirical reality, this section presents synthesized data on 
the relationship between green finance volumes and poverty metrics in key emerging markets. 

• Summary of Key Empirical Studies 

Table 1: Summary of Key Empirical Studies on Green Finance and Social Outcomes (2018–2024) 

Study / 
Author (Year) 

Region/Country Methodology Key Finding on 
Social Outcome 

Transmission Channel 
Identified 

Zhang et al. 
(2025) 

China Panel Data 
Regression 

Positive: Green 
finance significantly 
reduces poverty 
headcount. 

Industrial structure 
upgrading & economic 
growth (Trickle-down). 

Mujtaba et al. 
(2025) 

India (Uttar 
Pradesh) 

PCA & Empirical 
Survey 

Positive: Green 
microfinance improves 
income, health, and 
asset creation. 

Reduced energy costs 
(solar) & sustainable 
agriculture inputs. 

Climate 
Bonds 
Initiative 
(2022) 

Nigeria Impact Report 
Analysis 

Mixed/Neutral: Green 
bonds funded 
infrastructure, but 
social metrics (jobs) 
are poorly tracked. 

Infrastructure 
development (Energy 
access via solar). 

Doshi (2022) India Ethnographic/Qu
alitative 

Negative: "Green" 
urban renewal and 
infrastructure leads to 
displacement. 

Land acquisition, 
gentrification, & 
dispossession. 

Baraza (2024) Kenya Regression 
Analysis 

Positive: Corporate 
green bond issuance 
correlates with firm 
performance. 

Corporate credibility & 
access to capital (Indirect 
social benefit). 

Gangwani et 
al. (2022) 

Southeast Asia 
(Indonesia/Vietnam) 

Policy Modeling Potential: Just 
Transition Transaction 
(JTT) viable for debt-
for-nature swaps. 

Fiscal space creation for 
social spending (Future 
potential). 

 

• Comparative Analysis: Issuance vs. Poverty Trends 

Table 2: Green Bond Issuance Volume vs. Poverty Rates in Selected Emerging Markets (2018–2023) 

Country Cumulative Green 
Bond Issuance (2018–
2023) (USD Billions) 

Poverty Rate Trend 
($3.65/day line) 

(2018–2023) 

Correlation/Observation 

China ~$350 - $400 Billion 
(Largest EM issuer) 

Sharp Decline: Near 
eradication of extreme 
poverty. 

Strong Association: High 
issuance aligns with state-led 
poverty eradication campaigns and 
industrial policy. 
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India ~$25 - $30 Billion Moderate Decline: 
~23.9% (2022 
estimate). 

Mixed: Strong renewable growth, 
but persistence of multidimensional 
poverty suggests uneven 
distribution of benefits. 

Nigeria <$1 Billion (Sovereign 
& Corp) 

Stagnant/Rising: 
~60%+ poverty 
headcount 
(multidimensional). 

Weak/No Association: Volume too 
low to impact macro poverty; 
structural issues and macro-
instability dominate. 

Kenya <$0.5 Billion (Niche 
issuance) 

Stable/Slight Decline: 
~30-35%. 

Niche Impact: Specific projects 
(e.g., Acorn student housing) show 
success, but lack macro scale. 

ASEAN-5 ~$40 Billion Variable: Decline in 
Vietnam/Thailand; 
mixed in Philippines. 

Growing Link: Increasing focus on 
"Transition Finance" to address 
social costs of coal phase-out 
(JETPs). 

Note: Poverty data utilizes World Bank $3.65/day (LMIC) lines where available. Issuance data approximates figures from Climate 
Bonds Initiative and IFC reports. 

Analysis of Table 2: 

 The data suggests that the sheer volume of green finance in China allows for macroeconomic 
impacts that are not yet visible in African markets. In Nigeria and Kenya, green finance remains a "niche" 
product. While individual projects may succeed, the aggregate volume is insufficient to move the needle 
on national poverty rates, indicating that "green finance" cannot be a silver bullet without scaling 
significantly. The divergence underscores that financial volume alone is insufficient; the density of green 
finance relative to GDP matters. 

• Conceptual Framework: The Transmission Channels 

Figure 1 Description: From Green Finance to Poverty Alleviation 

 Based on the literature review, the transmission of green finance to poverty reduction operates 
through three distinct channels, each with its own "Social Risk Valve" that determines whether the 
outcome is positive or negative. 

▪ Channel A: The Growth Channel (Macro). 

o Input: Sovereign Green Bonds / Policy Incentives (e.g., China's GFRIPZ). 

o Action: Infrastructure investment (Rail, Grid, Water). 

o Outcome: Job creation, reduced trade logistics costs, industrial upgrading. 

o Risk Valve: Inequality. If growth is capital-intensive rather than labor-intensive, or if the 
poor lack skills for new industries, they are excluded. 

▪ Channel B: The Resilience Channel (Meso/Micro). 

o Input: Green Microfinance / Index Insurance. 

o Action: Climate-smart agriculture, clean energy access, disaster risk reduction. 

o Outcome: Reduced vulnerability to shocks, consumption smoothing, asset building. 

o Risk Valve: Exclusion. The poorest (extreme poor) are often unbanked and cannot access 
these tools; high interest rates on microfinance can lead to over-indebtedness. 

▪ Channel C: The Transition Channel (Structural). 

o Input: Transition Finance / Just Energy Transition Partnerships (JETPs). 

o Action: Retiring coal plants, reskilling workers, regional redevelopment. 

o Outcome: Social stability during decarbonization, avoidance of "stranded communities." 

o Risk Valve:Stranded Workers. If retraining fails or funds are diverted to corporate bailouts 
rather than social safety nets, structural unemployment rises in coal-dependent regions 
(e.g., Mpumalanga, South Africa). 
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Discussion 

• Is There a Consensus? 

 The systematic review indicates that there is no global consensus on the social outcomes of 
green finance. Instead, the literature presents a regional divergence based on state capacity and 
economic structure: 

▪ In East Asia (China), the consensus leans towards a positive causal link, driven by 
heavy state intervention that aligns green finance with national poverty alleviation goals. 
The "green" aspect acts as a quality filter for development. 

▪ In Sub-Saharan Africa and South Asia, the consensus is cautious. While the potential is 
recognized, particularly for energy access, the actual impact is constrained by low issuance 
volumes, weak institutional frameworks, and the prevalence of "resource curse" dynamics 
where projects extract value (land, sun, wind) without local benefit. 

• The "Missing Middle": Lack of Social KPIs and the EU Taxonomy Gap 

 A recurrent theme in the critical literature is the lack of standardized metrics for social outcomes. 
The global standard-setting machinery has prioritized the environmental classification of activities, 
leaving social metrics as an afterthought. 

The Delay of the EU Social Taxonomy: 

 The European Union's Taxonomy for sustainable activities is the global gold standard. However, 
while the Environmental Taxonomy is operational, the Social Taxonomy has been indefinitely delayed 
due to political disagreements over definitions of "socially sustainable" and fears of regulatory burden. 

▪ The Implications: Without a "Social Taxonomy," global issuers rely on "Minimum 
Safeguards" (e.g., complying with ILO labor conventions) rather than demonstrating a 
"Substantial Contribution" to social goals. This turns social impact into a compliance 
checkbox (avoiding harm) rather than an investment objective (doing good). 

▪ Impact Washing: Analysis of impact reports from green bond issuers (e.g., in Nigeria and by 
the IFC) reveals a tendency to report "Output" (e.g., number of loans issued, MW installed) 
rather than "Outcome" (e.g., household income increased, poverty escaped). This "impact-
washing" obscures the true efficacy of these instruments in poverty reduction. 

Reporting Deficiencies: 

 Investors are increasingly calling for better impact reporting, but issuers in emerging markets 
often lack the data infrastructure to track social outcomes longitudinally. The result is a market rich in 
green labels but poor in verified social data. 

• The Just Transition Imperative 

 The concept of the "Just Transition" has emerged as the necessary bridge between green 
finance and poverty reduction. In South Africa and ASEAN, the literature emphasizes that finance must 
not only be "green" but also "just." 

▪ New Architectures: The Just Energy Transition Partnerships (JETPs) in South Africa 
($8.5bn), Indonesia ($20bn), and Vietnam ($15.5bn) represent a new financial architecture 
attempting to price in the social cost of decarbonization. 

▪ Implementation Challenges: Early evidence suggests that these mechanisms struggle with 
execution. In South Africa, there is tension over whether funds should support the state 
utility (Eskom) or go directly to affected communities in coal belts. The risk is that "Just 
Transition" finance becomes a subsidy for corporate restructuring rather than a poverty 
alleviation tool. 

Conclusion and Policy Recommendations 

Conclusion 

 This systematic review concludes that green finance is a powerful engine for capital mobilization 
but is not an automatic cure for poverty. The relationship between green finance and poverty reduction 
is conditional. It yields positive social outcomes only when: 
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• It is directed toward labor-intensive sectors (e.g., sustainable agriculture, distributed solar, 
retrofitting) rather than just capital-intensive infrastructure. 

• It is accompanied by explicit social safeguards to prevent displacement, land grabbing, and 
gentrification. 

• It is accessible to the "bottom of the pyramid" through microfinance and inclusive banking 
structures that lower the cost of capital for the poor. 

 Without these conditions, green finance risks replicating, or even exacerbating, existing 
socioeconomic inequalities under a veneer of sustainability. The "green" label ensures environmental 
integrity, but only specific policy interventions can ensure social equity. 

Policy Recommendations 

 To bridge the gap between green finance and poverty reduction, this report proposes three 
concrete policy interventions for emerging market governments and international standard-setters: 

• Implementation of "Socially-Conditional" Green Bonds 

 Regulators in EMs (e.g., SEBI in India, SEC in Nigeria) should introduce a sub-class of green 
bonds that mandates social co-benefit KPIs. Unlike standard green bonds where proceeds are ring-
fenced for environmental projects and social benefits are incidental, these bonds would require issuers to 
demonstrate specific social outcomes (e.g., "X number of jobs created for local communities," "Y% 
reduction in local energy costs for low-income households"). Failure to meet these social targets could 
trigger a coupon step-up (penalty), financially incentivizing social performance. 

• Localization of Green Taxonomies with a "Just Transition" Pillar 

 Emerging markets should not merely copy the EU Taxonomy but adapt it. Countries like South 
Africa are leading this by integrating "Just Transition" criteria into their green finance taxonomies. Other 
EMs should follow suit by explicitly categorizing "socially adaptive" investments, such as resilient housing 
for the urban poor, agroforestry, and clean cooking infrastructure, as Tier-1 green activities. This signals 
to the market that poverty alleviation projects are not just "social" (which attracts less capital) but 
"green/strategic" (which attracts deep pockets). 

• Scaling Community-Ownership Models via Blended Finance 

 To counter the risk of "green grabbing," Development Finance Institutions (DFIs) like the World 
Bank and IFC should prioritize blended finance structures that support Community Renewable Energy 
Projects (CREPs). Instead of funding solely corporate developers, funds should de-risk projects where 
local communities hold equity stakes. This ensures that the dividends of green energy generation provide 
a long-term income stream for the poor, transforming them from passive recipients of aid (or victims of 
displacement) to active stakeholders in the green economy. 
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