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FûF:ßÚdõF Òß   Ìü
Climate change is already changing the way our economies operate and has huge

implications for business resilience and livelihoods. Green inclusive finance is an approach
that recognizes that there is a clear nexus between the effects of climate change and financial
inclusion. The risks posed by climate change, from energy crises to severe weather events
to resource scarcity and pollution/low water quality and sanitation, are particularly acute
for low-income populations and micro, small, and medium-sized enterprises (MSMEs). This
is especially true for the Middle East and North Africa (MENA), a region in which large
swathes of the population live in areas that are threatened by desertification, rising sea levels,
and water stress.

All actors in the region’s financial ecosystem have a role to play in mitigating the impacts
of climate change and designing new sustainable models of development. The microfinance
sector in MENA, with its diversity of financial services, deep penetration levels, and experi-
enced human resources, is in a prime position to address these challenges. By developing
environmental strategies, implementing climate risk mitigation practices, and offering green
financial and non-financial products and services, MFIs can ensure that the most vulnerable
populations are equipped to mitigate and adapt to large-scale climate risk.

It is within this context that HEDERA Sustainable Solutions (HEDERA) launched a research
project on sustainable finance in the MENA Region, financed by the SANAD Technical As-
sistance Facility, managed by Finance in Motion. The project was initiated with four primary
objectives: 1) gauge microfinance institutions’ (MFIs) awareness on the topic of sustainable fi-
nance; 2) measure progress towards implementing sustainability at the institutional and client
level, by identifying existing environmental strategies, climate risk management practices, and
sustainable financial and non-financial product and services; 3) determine the support MFIs
need to develop their environmental strategies and integrate sustainability into their opera-
tions; and 4) to identify the local and regional stakeholders creating an enabling environment
for sustainable finance.

To achieve these objectives, the research viewed sustainable finance through the lens of a
’green inclusive finance’ approach, which considers the nexus between sustainability and mi-
crofinance. The methodology used was that of the ’Green Inclusive Finance Penetration Frame-
work’, developed by HEDERA. The research began with a survey of MFIs in the region, to
better understand the sector’s current level of development, MFIs’ needs, and the extent to
which MFIs comply with local and international standards and regulations. The survey was
complemented by desk research and a series of interviews and was followed by a three-day
workshop to raise awareness on the topic and have a concrete discussion about future strate-
gies, approaches, and useful tools.

The study results indicate that this is a topic of great interest to MFIs in the region. Over 40
MFIs attended the workshop, and all those surveyed stated that they would like to receive
further technical assistance on integrating a green inclusive finance approach into their oper-
ations. This report provides an overview of the actions implemented by MFIs in the region and
insights into the penetration of green inclusive finance, and, by extension, sustainable finance,
in each country. The results consider external factors such as climate risks, regulations and
sector level initiatives, and internal activities related to institutional mission, vision, reporting,
risk management, and product offerings.

Úōı ǙŮīŐŮŇƟ Ɵōŷǁ ƦōĉƦ ĉŦƦōŷƫŇō Ɵŷŭı ĥŷƫŮƦƙŐıƟ ōĉǀı ĤıŇƫŮ Ʀŷ īıǀıŦŷƖ ƖŷŦŐĥŐıƟǸ
ƙıŇƫŦĉƦŐŷŮƟǸ ĉŮī ŇŷǀıƙŮŭıŮƦĉŦ ƟƦƙĉƦıŇŐıƟ ƟƫƙƙŷƫŮīŐŮŇ ƟƫƟƦĉŐŮĉĤŦı ǙŮĉŮĥıǸ Ʀōı ƙıȏ
ŇŐŷŮ ŐƟ ƟƦŐŦŦ ĉƦ ĉ ŮĉƟĥıŮƦ ƟƦĉŇı ǁōıŮ ŐƦ ĥŷŭıƟ Ʀŷ ƟƖıĥŐǙĥ ƟƫƖƖŷƙƦ Ʀŷ ŇƫŐīı  ZdƟ
ŐŮ īıǀıŦŷƖŐŮŇ ĉŮī ŐŮƦıŇƙĉƦŐŮŇ ƟƫƟƦĉŐŮĉĤŦı ĉĥƦŐŷŮƟǽ In Tunisia, Morocco, and Yemen,
national policies support the development of green economies and environmental protection,
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but they do not specifically target the inclusive finance sector needs. In Jordan, the Central
Bank is developing a National Green Inclusive Finance Strategy, which aims to differentiate
the context and needs of the microfinance sector and facilitate the adoption of measures
tailored to MFIs. Different international development cooperation entities have supported
the development of sustainable finance in the region, especially in Yemen and the Palestinian
Territories. In Egypt, Tunisia, Lebanon, and Morocco, international impact investors have
supported MFIs. Nevertheless, so far, there are no sustainable microfinance programs in the
region.

FƟƦĉĤŦŐƟōıī ĉŮī ŭĉƦƫƙı ŐŮƟƦŐƦƫƦŐŷŮƟ ŐŮ Ʀōı ƙıŇŐŷŮ ĉƙı ŭŷƙı ĉīǀĉŮĥıī ƦōĉŮ Ʀōı
ǇŷƫŮŇıƙ ŷŮıƟ ŐŮ ƦōıŐƙ ŐŭƖŦıŭıŮƦĉƦŐŷŮ ŷņ ŇƙııŮ ŐŮĥŦƫƟŐǀı ǙŮĉŮĥı ĉƖƖƙŷĉĥōıƟȂ they
are more likely to develop environmental strategies, manage their environmental risks, and
offer green financial products and non-financial services. Over 70% believe investors and
consultants can support them in developing their environmental strategy, and close to 40%
know about one of the existing sectorial tools to measure environmental performance. One-
third of institutions monitor their clients’ vulnerabilities, which primarily include limited access
to water and energy and climate change effects such as heatwaves, droughts, and wildfires.

ÒƫƟƦĉŐŮĉĤŦı ĉŇƙŐĥƫŦƦƫƙı ıŭıƙŇıī ĉƟ ĉ ţıǇ ƦŷƖŐĥ ŷņ ŐŮƦıƙıƟƦ ņŷƙ  ZdƟǸ ǁŐƦō ōĉŦņ ŷņ
Ʀōı  ZdƟ ŐŮƦıƙǀŐıǁıī ƟōŷǁŐŮŇ ŐŮƦıƙıƟƦ ŐŮ ŭŷƙı ƟƫƖƖŷƙƦ ņƙŷŭ ƦōıŐƙ ŐŮǀıƟƦŷƙƟ ĉŮī
ƖĉƙƦŮıƙƟōŐƖƟ Ʀŷ ƖƙŷŭŷƦı ƟƫƟƦĉŐŮĉĤŦı ƖƙĉĥƦŐĥıƟ ŐŮ ĉŇƙŐĥƫŦƦƫƙıǽ Half also face challenges
related to the complexity of the topic and the lack of tools. In particular, access to tools and
know-how to identify and understand client needs in terms of basic services and sustainable
agriculture practices could help institutions further develop their agriculture portfolio.

 ŐĥƙŷǙŮĉŮĥı ƟƦĉţıōŷŦīıƙƟ ĥĉŮ ƖŦĉǇ ĉ īıĥŐƟŐǀı ƙŷŦı ŐŮ ĤŷŷƟƦŐŮŇ ƟƫƟƦĉŐŮĉĤŦı ǙŮĉŮĥı
ŐŮ Ʀōı ƙıŇŐŷŮǽ International development cooperation organizations have designed pro-
grams for MFIs to deliver renewable energy (RE) technologies to smallholder farmers and
low-income households. Impact investors have provided technical assistance to MFIs in Jor-
dan, Morocco, the Palestinian Territories, and Tunisia to develop their green offers. Local
microfinance networks are eager to support their member MFIs and can be ideal multipliers
for know-how sharing, tool dissemination, and awareness raising campaigns for MFI staff.
Assisting microfinance networks, investors, and international development cooperation actors,
expert technical assistance providers may guide stakeholders in content and tool development
and the establishment of fruitful partnerships. Ultimately, while the MENA MFIs highlighted
the lack of support from governments and regulators, they think that investors and consultants
could support them in developing their environmental strategies. Most of the MFIs do not
know of any existing regulations or governmental programs focused on sustainability.

Based on the assessment results and discussions with various stakeholders,
four lines of action are recommended:

1) Development of ĥĉƖĉĥŐƦǇ ĤƫŐŦīŐŮŇ ƖƙŷŇƙĉŭƟ in partnership with
local and regional microfinance networks
2) Dissemination of īŐŇŐƦĉŦ ƦŷŷŦƟ ĉŮī īŐŇŐƦĉŦ īĉƦĉ ŭĉŮĉŇıŭıŮƦ for
environmental risk evaluation, sustainable product demand assessment,
and impact monitoring
3) Development of ŐŮƦıƙŮĉŦ ĥĉƖĉĥŐƦǇ for environmental risk management
4) Provision of ƟƫƖƖŷƙƦ Ʀŷ ıƟƦĉĤŦŐƟōıī ĉŮī ŭĉƦƫƙı  ZdƟ to grow their
sustainable portfolios.
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d¡ÚÌª@ß:Údª¡
Úōı  ŐīīŦı FĉƟƦ ĉŮī ¡ŷƙƦō ņƙŐĥĉ (MENA) is one of the most climate-vulnerable

regions in the world. Rising sea levels, land degradation, desertification and more frequent
extreme weather events risk destabilizing the region, exacerbating poverty, and forcing the
migration of vulnerable populations.

Water scarcity is a pressing concern in the region, which has the lowest per-capita water
supply. Over 70% of the region’s gross domestic product (GDP) is exposed to high or very
high water stress, which is extreme compared to the global average of 22 percent. Climate
change will drastically exacerbate water scarcity in the region. This, in turn, will pose a major
threat to the economy in general and the agricultural sector in particular, which is one of the
largest sources of income for poorer, rural populations. The World Bank estimates that the
MENA region will have the greatest economic losses from climate-related water scarcity, at
6–14% of GDP by 2050 [5].

Clean energy and electricity supply is another climate-related concern in the region. ÚōŐƙƦǇ
ƖıƙĥıŮƦ ŷņ Ʀōı  F¡ ƖŷƖƫŦĉƦŐŷŮ ȋǦǥ ŭŐŦŦŐŷŮ ƖıŷƖŦıȌ ōĉƟ Ůŷ ĉĥĥıƟƟ Ʀŷ ıŦıĥƦƙŐĥŐƦǇ, and
over a quarter (60 million people) suffer from prolonged blackouts and lack of power supply
[1]. In countries such as Iraq and Lebanon, the governments only provide electricity for a few
hours per day, and the gaps in power supply are covered by private companies that run banks
of diesel-powered generators. Moreover, fueled by the war in Ukraine, prices of electricity,
food products, energy products, & fertilizers have increased. According to the International
Monetary Fund (IMF), inflation in the MENA region was 14.8% in 2021, compared to an
average of 7.3% in 2000-2018.

The consequences of climate change are particularly acute for low-income communities and
businesses, which are most affected by climate-related disasters and environmental degrada-
tion.

ªŮŦǇ ǥǢɌ ŷņ ĉīƫŦƦƟ ŐŮ  F¡ ōĉǀı ĉĥĥıƟƟ Ʀŷ ĉ ĤĉƟŐĥ ĤĉŮţ ĉĥĥŷƫŮƦǽ This drops to
45% among women1. The microfinance sector has experienced remarkable growth in the past
decade and has played a pivotal role in expanding access to financial services and reducing
the gender gap.

The microfinance sector in the MENA region is characterized by the diversity of its finan-
cial service providers and differentiated levels of development. As elsewhere, microfinance
institutions (MFIs) operate as NGOs, commercial banks, and other structures. The sector is
particularly well developed in Morocco, Jordan, Egypt, and Yemen; Egypt is the largest mi-
crofinance market in the region in terms of outreach, whereas Morocco has the largest Gross
Loan Portfolio (GLP). Financial service providers (FSPs) in the region have gained penetration
levels, developed experienced human resources, improved credit risk systems, and supportive
infrastructure, including business development services, credit bureaus, rating agencies, and
regional and national networks. Initially, the sector was dominated by NGOs and the group
lending methodology, but in recent years, many MFIs have become more commercial and
have begun to diversify their services and products to meet their clients’ needs. They now of-
fer additional loan products such as consumer loans, housing loans, education loans, seasonal
loans, green loans, and Islamic loans. Moreover, the introduction of supportive legal and reg-
ulatory frameworks has strengthened the institutions in certain countries. For example, most
MFIs in the region cannot offer savings products, but changes in the regulatory framework in
Syria and Yemen have allowed financial institutions supervised by the Central Bank to do so.

1Data from Global Findex 2021
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[ƙııŮ ŐŮĥŦƫƟŐǀı ǙŮĉŮĥı has been developed as an approach to sustainable finance in
recognition of the linkages between financial inclusion and sustainability and the potential
of FSPs to tackle the risks posed by climate change to their clients. It is therefore a useful
approach to apply in assessing the state of sustainable finance in the MENA region. Green
inclusive finance is defined as the ensemble of services and practices microfinance institutions
implement that pursue an environmental objective, aim to reduce the climate vulnerability
of end-clients, and/or promote sustainable access to basic services or the implementation of
sustainable agricultural practices. It entails multiple axes of action: integrating an environ-
mental strategy, identifying and managing environmental risks and opportunities at the client
and institutional level, and offering sustainable financial products and non-financial services
to clients.

ªǀıƙǀŐıǁ ɐ ªĤŠıĥƦŐǀıƟ
This report is the result of a research initiative initiated by the SANAD Technical Assistance
Facility and implemented by HEDERA Sustainable Solutions (HEDERA) to assess the state
of sustainable finance in the MENA region using a green inclusive finance approach, and to
forge future strategies.

The objectives of this assessment are the following:

• Assess the level of understanding of sustainable finance among MFIs in the MENA
region and raise awareness about the adverse impacts of climate change on business
resilience, both institutionally and for end-clients.

• Identify MFIs’ existing environmental strategies, climate risk management practices, and
current offering of sustainable financial products and non-financial services.

• Determine the support MFIs need to develop their environmental strategies and inte-
grate a green inclusive finance approach into their operations.

• Identify local and regional stakeholders that can create an enabling environment to
push sustainable finance forward among MFIs.
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öa Ú dÒ [ÌFF¡ d¡:wßÒdõF Zd¡ ¡:F
ÉÉÌª :a Úª ÒßÒÚ d¡ 9wF Zd¡ ¡:FǾ

FSPs, and in particular MFIs, have demonstrated their ability to build resilience and
create economic opportunities for households and businesses excluded from or underserved
by the formal banking sector. Green inclusive finance sits at the nexus between financial
inclusion and sustainability. It is a framework that seeks to demonstrate how financial services
can be leveraged to help low-income people, communities, and enterprises reduce climate-
related vulnerability and transition towards more sustainable livelihoods, and, at the same
time, how FSPs can implement actions at the institutional level to make their operations more
sustainable and prioritize environmental protection.

Green inclusive finance approaches can be integrated into FSPs’ operations to increase vulner-
able populations’ resilience to climate change, mitigate adverse environmental impacts at the
institutional and client level, and ensure overall sustainability. At the client level, this involves
the provision of sustainable, or ’green’, financial products and non-financial services, which
should go beyond clean energy and energy efficiency and cover sustainable agriculture, safe
water and sanitation, green buildings, products, and materials, the circular economy, improved
waste management, and clean transportation. At the institutional level, FSPs can develop an
environmental strategy and integrate climate risk management practices, alongside training
and capacity building programs, in order to foster sustainability in all departments and make
it a core principle of the institution. It is therefore a powerful framework and guide through
which MFIs can implement sustainability at all levels.

ÚaF   d¡ ûFÒ ªZ :Údª¡ d¡ [ÌFF¡ d¡:wßÒdõF
Zd¡ ¡:F
Following the reference framework of the Green Index, an environmental performance assess-
ment tool developed by the European Microfinance Platform Green Inclusive and Climate
Smart Action Group [3], institutions have a range of axes that they can pursue to commit to,
manage, and foster environmental protection at the institutional and client levels: 1. devel-
opment and implementation of an institutional environmental strategy; 2. identification and
management of environmental risks and opportunities; and 3. development of an offer of
green financial and non-financial products and services.

The Center for Financial Inclusion (CFI) has recently developed a framework to assess green
inclusive finance from the offer perspective [4], e.g. how inclusive finance can help low-income
populations prepare for and respond to climate change while improving green outcomes. The
framework consists of the definition of four impact pathways financial institutions can support
their end-customers in pursuing, namely, mitigation (investments in cleaner technologies to
improve local environmental conditions for households and communities), adaptation (mea-
sures to cope with climate change, whether in rural or urban areas), resilience (the ability to
reduce clients’ vulnerability to climate-related events and enhance their ability to respond to
them), and transition.

Given the research objectives of assessing MENA MFIs’ level of understanding of sustainable
finance and identifying their existing institutional practices and the support they require, this
study uses the Green Index 3.0 (GI3.0) framework for its analysis. The Green Index framework
has been chosen because it examines the institution’s level of commitment and ways to inte-
grate a green inclusive finance approach within the institution in detail. An overview of the
GI3.0 axes of action of green inclusive finance, which align with dimension 7 of the USSEPM,
is given below.
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ǡǽ FŮǀŐƙŷŮŭıŮƦĉŦ ÒƦƙĉƦıŇǇ
@ıǙŮŐŮŇ ĥŷŭŭŐƦŭıŮƦ FSPs can define their commitment to green inclusive finance by
developing a vision, establishing key performance indicators (KPIs) to achieve in a specific
period, and assigning clear responsibilities and a budget to reach the institution’s goals. In-
stitutions can develop a documented strategy to specify their objectives to reduce the clients’
or portfolio’s vulnerabilities and adverse environmental impacts, promote resilience or positive
environmental impacts, or promote the adoption green practices and technologies, meeting
the needs and demands of their clients.

FƟƦĉĤŦŐƟōŐŮŇ ŇŷĉŦƟ By defining objectives and including quantifiable targets, actions, and
resources (with defined responsibilities and a capacity building strategy), the institution can
monitor the progress, processes, and achievements and internally report on the performance
and execution of the strategy. Complying with local regulations, tracking performance using
standard indicators, and aiming to improve the metrics may also be part of the institution’s
environmental strategy. Institutions can also establish partnerships to support the achievement
of their environmental strategy.

dŭƖŦıŭıŮƦŐŮŇ ƟƦĉŮīĉƙīƟ To monitor progress, FSPs may opt to operate in accordance
with non-mandatory industry initiatives (e.g. Green Index 3.0, Dimension 7 of the Universal
Standards for Social and Environmental Performance Management, CERISE ALINUS Tool,
or evaluations on environmental, social, and governance (ESG) performance), international
standards and regulations for disclosure and management of adverse environmental impacts
at the institutional level (e.g. European Union Sustainable Finance Disclosure Regulation (EU
SFDR), OECD-UNDP Impact Standards for Financing Sustainable Development, B Impact
certificate, or IRIS+ indicators), or reporting on climate-related and environmental sustain-
ability risks (e.g. Task Force on Climate Related Financial Disclosure or Network of Central
Banks and Supervisors for Greening the Financial System).

ÌıŇƫŦĉƙ ƙıƖŷƙƦŐŮŇ on environmental performance is important to track an institution’s
progress and motivate staff to work towards the green inclusive finance goals. Institutions
can report internally to the board of directors, showcase achievements to employees, and/or
share their environmental strategy achievements with external parties and the general public.
Institutions can also report their achievements in public annual reports.

Ǣǽ FŮǀŐƙŷŮŭıŮƦĉŦ ÌŐƟţ  ĉŮĉŇıŭıŮƦ ĉŮī ªƖƖŷƙƦƫŮŐƦǇ  ŷŮŐƦŷƙŐŮŇ
dīıŮƦŐņǇŐŮŇ ıŮǀŐƙŷŮŭıŮƦĉŦ ƙŐƟţƟ Understanding and quantifying end-clients’ risks and
vulnerabilities is a key priority for institutions serving low-income communities. Climate risks
can become financial when the production of MSMEs is exposed and vulnerable or the infras-
tructure for business development is severely affected. Institutions can identify the institution’s,
clients’, or portfolio’s vulnerabilities to climate change, extreme weather events, environmental
degradation, biodiversity loss, energy poverty, limited access to water and sanitation, poor
waste management, polluting transportation, diseases due to improper storage of chemicals
or indoor pollution, and poor land and soil management.

In addition to identifying client risks, institutions can also identify the adverse environmental
impacts caused by clients’ activities, such as greenhouse gas emissions, air, water, and soil
pollution, deforestation, land degradation, waste production, and overexploitation of natural
resources. At the institutional level, the FSP can assess the effects of its own activities, such as
its greenhouse gas emissions, waste produced, and energy, water, paper, cardboard, plastic,
glass, metal, and fuel consumption.
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 ĉŮĉŇŐŮŇ ıŮǀŐƙŷŮŭıŮƦĉŦ ƙŐƟţƟ All the abovementioned identification processes can be
conducted internally by the institution or in partnership with experts and technical or tech-
nology providers. Institutions can train their loan officers and back-office staff on evaluating
environmental risks to identify vulnerabilities and adverse effects on the environment, whether
at the client or institutional level. Once identified, FSPs can incorporate these into their fi-
nancial risk management policies, classifying the risks, defining procedures to manage the risk
for each category, and, through established mechanisms (e.g. capacity building campaigns,
technology, data management, etc.), monitoring the risks and vulnerability levels of the clients
and institution.

These can then become clear action points to address at the institutional and client level.
Institutions can identify sustainable practices or clean technologies that improve access to
affordable, reliable, and clean energy, water, and sanitation, increase productivity, or reduce
impacts and vulnerabilities. For their risk management, institutions can put a contingency plan
in place to mitigate climate risks on their properties and human resources, purchase certified
carbon credits, raise staff’s awareness on the vulnerabilities and adverse impacts, and train
staff on good practices.

aĉƙŮıƟƟŐŮŇ ŷƖƖŷƙƦƫŮŐƦŐıƟ FSPs can conduct targeted market research to identify their
clients’ demand and need for financial products for green practices and/or technologies and
non-financial services, such as awareness raising on environmental protection, training, and
technical assistance. FSPs can help clients identify local providers for sustainable practices
and technologies or training and assess their costs and return on investment, as well as the
quality of the technologies, local market and regulatory incentives, technical support, and
further mapping of threats, market segments, and related aspects.

By putting in place client-centric processes, institutions can select and propose specific finan-
cial or non-financial products and services to address clients’ identified needs. Institutions can
also assess their opportunities to develop and implement an environmental strategy, an eco-
logical and climate risk management system, and green products and services based on the
data acquired. Depending on the institution’s priorities, exploiting green inclusive finance op-
portunities may entail attracting new clients, diversifying portfolios, attracting grants, aligning
with existing trends in the region or country of operation, and/or fostering innovation. The
use of tools and data is critical in these procedures, which, in turn, can generate economic
opportunities to enhance climate resilience and environmental protection and decrease the
portfolio risk.

ǣǽ ÒƫƖƖŦǇ ŷņ ÒƫƟƦĉŐŮĉĤŦı ZŐŮĉŮĥŐĉŦ ÉƙŷīƫĥƦƟ ĉŮī ¡ŷŮȏZŐŮĉŮĥŐĉŦ ÒıƙǀŐĥıƟ
ZŐŮĉŮĥŐŮŇ ĥŦıĉŮ ƦıĥōŮŷŦŷŇŐıƟ ĉŮī ƟƫƟƦĉŐŮĉĤŦı ƖƙĉĥƦŐĥıƟ Institutions can offer prod-
ucts to finance the purchase of renewable energy systems 2 and energy-efficient technologies
3, water, sanitation, and hygiene products 4, sustainable agriculture practices, waste man-
agement activities 5, and clean transportation 6 through dedicated or non-dedicated loan
products, pay-as-you-go solutions, and leasing services. Besides loans, institutions can offer
savings products for climate resilience enhancement, remittances or money transfers for sus-
tainable agriculture, green products, climate insurance, and emergency loans.

2Solar home systems, solar water pumps, pico photovoltaic (PV) kits, solar lamps, solar cookstoves, solar dehy-
drators, solar crop dryers, solar hydroponics, etc.

3Efficient biomass stoves, air conditioners, & refrigerators, thermal insulation for housing, improved cookstoves,
biodigesters, light-emitting diode (LED) lighting

4Clean water filters, desalination systems, water storage tanks, connections to piped water networks, solar water
disinfection, improved private toilets, composting toilets, low-flow fixtures, drinking water pumps, etc.

5Recycling, collection of used materials for upcycling, resale of products, reduced food waste, etc.
6Electric or hybrid vehicles
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ÉƙŷǀŐīŐŮŇ ĤıŮıǙƦƟ ņŷƙ īıīŐĥĉƦıī ƖƙŷīƫĥƦƟ Loans for financing sustainable practices
and technologies can have unique characteristics. Institutions may adapt the loan limits to the
needed investments, establish terms that ensure the investment has been recovered, design
a repayment schedule that aligns with the cash flow that clients will obtain with the new
technology or practice, reduce the interest rate, have credit risk guarantees, link insurance
services to the loans, or offer technical assistance or training. Moreover, institutions can support
the development of specific staff and client capacities to raise awareness of the practices or
technologies, e.g. through regular capacity building sessions, establishing partnerships with
local experts, suppliers, civil organizations, international development cooperation actors, and
technical assistance providers for know-how transfer, and ensuring consumer engagement.

¡ŷŮȏīıīŐĥĉƦıī ŇƙııŮ ƖƙŷīƫĥƦƟ ĉŮī ŐŮīŐƙıĥƦ ƟƫƟƦĉŐŮĉĤŦı ƖƙĉĥƦŐĥı ǙŮĉŮĥŐŮŇ FSPs’
offer to finance green technologies and sustainable practices is not limited to fully dedicated
products with specific characteristics and conditions for the clients. Through non-dedicated
products such as working capital, asset financing, and housing improvement or agriculture
loans, institutions can also finance green technologies and sustainable practices; for instance,
FSPs may provide financing for working capital for implementing ecosystem-based solutions
(e.g. beekeeping, greenhouses, etc.), the acquisition of clean energy technologies for the client’s
income-generating activity (e.g. solar egg incubators or water pumps), or energy-efficient ap-
pliances or installations for housing improvement in a housing loan (e.g. water-saving toilets,
LED lighting, house insulation, etc.). By tracking the final purpose of the disbursed loan, insti-
tutions can analyze the demand and assess the viability of implementing a dedicated product,
raising awareness, promoting environmental protection, and implementing the institution’s en-
vironmental strategy.

õĉŦŐīĉƦŐŮŇ ŐŮƟƦŐƦƫƦŐŷŮĉŦ ƟƫƟƦĉŐŮĉĤŐŦŐƦǇ To track the achievement of their environmental
goals, institutions can monitor the delivery and disbursement of green loans. FSPs can apply
specific procedures and implement tools to facilitate loan disbursement, e.g. technical docu-
mentation specifying the return on investment, business case, opportunities for income stream
generation, & benefits of the systems in terms of resilience enhancement, dedicated market-
ing materials, and communication channels for customer service. These indicators enable the
verification and tracking of the investment made by the client, using an environmental taxon-
omy/set of criteria or specialized software to implement or monitor a sustainable agriculture
practice/energy system.

ªǔıƙŐŮŇ ŮŷŮȏǙŮĉŮĥŐĉŦ ƟıƙǀŐĥıƟ Generating demand and raising awareness on the rele-
vance of environmental protection is fundamental for institutions with an environmental strat-
egy. Institutions can raise awareness on a wide range of subjects, such as client vulnerabilities,
mitigation strategies, adverse environmental impacts and how to decrease them, and the eco-
nomic opportunities and social benefits of green practices and technologies. Training material
can be delivered in-person, via remote client training, or through joint sessions and events for
staff and clients. Case studies, games, promotional material, technical fact sheets, practical
activities, technology demonstrations, and peer learning through field visits can be offered to
institutional staff to develop their capacities to provide training and/or technical assistance to
clients.

ÚŷŷŦƟ Ʀŷ ıǀĉŦƫĉƦı ŇƙııŮ ŐŮĥŦƫƟŐǀı ǙŮĉŮĥı ƖıƙņŷƙŭĉŮĥı
The axes of action mentioned above are dimensions where specific environmental performance
assessment tools can guide MFIs in their green inclusive finance development. Such tools have
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a variety of approaches with different perspectives and purposes, such as due diligence, ESG
rating, and impact assessment.

The Green Index 3.0, launched in 2022, is a tool developed by the e-MFP GICSF-AG to help
MFIs conduct an in-depth analysis of their green inclusive finance performance along a full set
of qualitative and quantitative (outcome) indicators, in order to identify gaps, define priorities
and an action plan for improvement, and receive training on the actions, processes, products,
and tools that could be implemented in green inclusive finance to improve their performance.

The SPI4 tool is a social performance audit tool developed by the French NGO CERISE that
aims to help financial institutions achieve their social mission. The SPI4 helps microfinance
institutions evaluate their level of implementation of the Universal Standards for Social Per-
formance Management (USSPM). Since 2014, the SPI4 has offered the option to evaluate
MFIs’ environmental performance, integrating the qualitative indicators of the Green Index
1.0 and, since 2016, the Green Index 2.0.

In 2022, CERISE+SPTF launched an update of the USSPM with the integration of a new
mandatory dimension, Environmental Performance Management, making it the Universal
Standards for Social and Environmental Performance Management (USSEPM). The con-
tents of Dimension 7 of the Cerise+SPTF’s USSEPM and the e-MFP GICSF-AG’s Green Index
3.0 are fully aligned at the conceptual level regarding standards and essential practices. The
Green Index 3.0 provides an in-depth analysis and helps establish a detailed improvement
action plan on green inclusive finance. Dimension 7, co-developed by Cerise+SPTF and the
e-MFP GICSF-AG, helps establish a detailed improvement action plan in the framework of
the Universal Standards.

The Alinus tool stands for ”ALigning INvestors due-diligence and reporting with the Universal
Standards”. The SPI4-Alinus is a subset of CERISE-SPI4 indicators that allows investors in
inclusive finance to conduct their due diligence with FSPs. In 2021, a group of investors
collaborated with the GICSF-AG and CERISE+SPTF to integrate a subset of indicators of
USSEPM Dimension 7 and Green Index 3.0 into the Alinus tool.

Other tools such as ESG rating tools may help institutions assess their environmental perfor-
mance and commitments. Investors such as Innpulse, FMO, Agents for Impact, Triple Jump,
and Invest in Visions have their own tools for due diligence and evaluation of the institution’s
environmental performance, along with their financial, social, and governance assessment.

ÒƫŭŭĉƙǇ
The axes of action of green inclusive finance entail different levels of engagement and aware-
ness from institutions to implement actions at the institutional and client level. The motivations
and incentives to pursue green inclusive finance will depend on the institutional priorities, mar-
ket conditions, risks, and enabling environment within which the institution operates. Alongside
the axes of action, the environmental performance assessment tools evaluate the actions the
institutions carry out, but not the environment, challenges, and ecosystem surrounding the
institution.

Given the diversity of social and financial contexts, climate vulnerabilities, and energy security
issues across the MENA region, a broader framework is needed to assess MENA MFIs’ level
of development in the green inclusive finance sector. In the following section, the methodology
used for the assessment is described, including the dimensions of evaluation that assess the
environment in which the institutions operate and the axes of action of green inclusive finance.
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In order to assess the state of green inclusive finance in the MENA region, it is impor-
tant to analyze not only institutions’ progress along the axes of action, but also their operating
ecosystem and regulatory environment. To this end, this assessment has used the Green In-
clusive Finance Penetration Framework for its analysis, implemented through desk research, a
survey of MFIs, qualitative interviews, and a three-day workshop.

Úōı [ƙııŮ dŮĥŦƫƟŐǀı ZŐŮĉŮĥı ÉıŮıƦƙĉƦŐŷŮ Zƙĉŭıǁŷƙţ
The Green Inclusive Finance Penetration Framework is an approach developed by HEDERA
to evaluate the drivers of green inclusive finance and actions implemented by FSPs.

The Framework focuses on three dimensions:

• Enabling environment: regulations, programs, & partners

• Execution: environmental strategy & risk management

• Offer: financial products and non-financial services

Each dimension is assessed using specific questions in a survey of MFIs. The answers are then
assessed in consolidated indicators and scored between 0 and 100.

In each indicators, the scores are normalized in the considered sample, so that the range is
0-100. The resulting normalized indicator scores are averaged in order to compute the score
in each dimension (between 0 and 100). These scores are equally weighted to provide a final
assessment of the target group’s green inclusive finance penetration. The detailed scoring
system is provided in the Appendix.

Figure 1: Summary of the dimensions and indicators considered in the Green Microfinance
Penetration Framework
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FŮĉĤŦŐŮŇ FŮǀŐƙŷŮŭıŮƦ
This dimension assesses the challenges, governmental support, and guidance that exist at
the local level and affect FSPs’ ability to pursue a sustainability agenda. It looks at current
regulations, stakeholders, and programs to evaluate the context surrounding the development
of green inclusive finance.

FǆıĥƫƦŐŷŮ
To assess the implementation of green inclusive finance, this dimension assesses the extent to
which FSPs have progressed in implementing their environmental policy and risk management
procedures, if at all. For this, FSP’s business values and objectives are evaluated with regards
to environmental protection, the level of reporting, and environmental risk management at
the client and institutional level.

ªǔıƙ
The last dimension evaluates the core business of FSPs, i.e., the provision of financial and non-
financial services for households and MSMEs. It seeks to understand what the institutions offer
to enhance the climate resilience of their clients and looks at the number of dedicated financial
products and non-financial services for households/businesses and sustainable agriculture, as
well as their respective outreach.
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ÌıƟıĉƙĥō  ıƦōŷīŷŦŷŇǇ
Using the Green Inclusive Finance Penetration Framework, the assessment involved a sector
survey of microfinance institutions, semi-structured interviews, and desk research. The sector
survey was launched in early July 2022 and covered MFIs in Morocco, Tunisia, Egypt, Lebanon,
Palestinian Territories, Jordan, Syria, and Yemen7.

Within two months (July 19 to September 19), 42 organizations completed the survey online.
Participants included institutions from Yemen (8), Palestinian Territories (7), Egypt (6), Jordan
(6), Lebanon (6), Morocco (5), Tunisia (3), and Syria (1). A quantitative description of the
sample including age of the institution and number of clients is provided below.

Figure 2: Survey participants distribution

Figure 3: Brief description of sector survey participants. Total number of institutions: 42.

For the analysis, participating institutions have been divided into different categories accord-
ing to their age (young: less than ten years since their establishment, mature: 10-20 years,
established: over 20 years) and number of clients (small: less than 5,000 clients, medium:
5,000-20,000 clients, large: 20,000-100,000 clients, and very large: over 100,000 clients).

In parallel to the survey, semi-structured interviews were conducted with selected MFIs and
other stakeholders in the microfinance sector. The interviews aimed to verify the statements
given in the completed surveys, provide further information on the institution’s operating en-
vironment, and explore the main challenges and support needed.

The survey results are presented in detail in the following sections according to the Green
Microfinance Penetration Framework dimensions.

7The survey can be found in English, French, and Arabic here
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The survey results show that the best enabling environments for implementing green inclu-
sive finance are found in Tunisia, Morocco, and Yemen, whereas currently the most chal-
lenges are reported by institutions in Lebanon and Jordan. Together Association (Egypt)
and Attadamoune Micro Finance (Morocco) both operate in a highly enabling environment.
Hadhramout Microfinance Program (Yemen), Advans IMF (Tunisia), and Enda Tamweel
(Tunisia) are in ecosystems where governmental support, partnerships, programs, and de-
mand for microfinance services provide a unique environment for developing green inclusive
finance. On the other hand, institutions in Lebanon and Jordan highlighted the challenges
institutions face in fostering green inclusive finance: lack of partners, regulations, support-
ing programs, and weak demand. Results show that regardless of the institution’s age, the
environment depends on external factors outside of the organizations’ control.

Figure 4: Average enabling environment score per country (left) and institutional maturity
(right)

ÌıŇƫŦĉƦŐŷŮƟ ɐ :ōĉŦŦıŮŇıƟ
There are different ways that the government and regulators can encourage MFIs to adopt
a green inclusive finance approach through setting policies requirements and providing in-
centives. Across the region, a few regulations and programs focused on getting the financial
sector to take action on climate protection have emerged. In Egypt, it is possible to issue green
bonds (e.g. to finance nature-based solutions), while in Jordan, though MFIs report a lack a
lack of regulation, the Central Bank has started to develop a National Financial Inclusion
Strategy with the support of The World Bank, which will have a component on green inclusive
finance. In Morocco, different initiatives and programs have contributed to raising awareness
within the microfinance sector on developing a green offer. Furthermore, in Tunisia, there
is already a regulation benefiting companies that work on the green economy and promote
sustainable development.

74% of MFIs report an absence of regulations that oblige them to take explicit action on
environmental protection. 81% indicate there are no regulatory incentives for companies that
are taking action on environmental protection. The 3 institutions (7.5% of the total) reporting
awareness of the existence of national regulations are from Egypt, Tunisia, and Yemen. In
Tunisia, however, although regulations were aimed to support institutions, during implemen-
tation, FSPs have identified additional challenges. Specifically, since the end of 2021, by law,
institutions are supported in terms of tax exemptions when activities are related to the green
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economy and sustainable development. However, FSPs claim there is a funding gap for the
skills acquisition of internal staff8.

The lack of regulation is reflected in the top three main challenges perceived by the mi-
crofinance sector at the country level. 72% of the institutions claim that there is a lack of
governmental support, lack of proper regulations on green finance, and a lack of funding
for launching new products. At the same time, microfinance networks point to a reactive ap-
proach from governments that will take action when they believe there is sufficient demand
from MFIs themselves. The close relationships between microfinance networks and central
banks and regulators and a cooperative ecosystem among the microfinance institutions in the
region would provide great potential for capacity building, awareness raising, and initiating
cross-border programs.

A small percentage of MFIs (16%) considers high competition from commercial banks and
energy companies to be a primary challenge, and a quarter (25%), complex processes for
funding usage.

The CFI in partnership with the GIZ is currently working in a research aiming to mainstream
green inclusive finance in the MENA region to provide inputs to policymakers on how to
develop programs for green inclusive finance. The main objectives of the initiative is to under-
stand what financial services can do to help vulnerable people in the MENA region manage
risks associated with precipitation, sea-level rise and extreme temperatures, map the strategies
and instruments that policymakers and regulators in the region have utilised to support green
finance and finally, develop a new narrative for green inclusive finance in the region and how
it can be mainstreamed into policymaking and development programming.

ÉĉƙƦŮıƙƟ
As for partnerships, 43% of survey respondents have agreements with other stakeholders to
offer green products. Per country, the following organizations have supported or are currently
providing assistance to the respondent MFIs in developing green inclusive finance:

• FŇǇƖƦǷ Green for Growth, USAID Feed the Future Egypt, Food Security and Agribusi-
ness Support (FAS) Project

• sŷƙīĉŮǷ Green for Growth, USAID

• wıĤĉŮŷŮǷ Green for Growth, USAID

•  ŷƙŷĥĥŷǷ Elephant Vert, GERES, Green for Growth, MicroFinanza, SANAD, SIDI

• ÉĉŦıƟƦŐŮŐĉŮ ÚıƙƙŐƦŷƙŐıƟǷ Care International, Green for Growth, Kiva, SANAD

• ÚƫŮŐƟŐĉǷ ADA, Développement International Desjardins, MicroEnergy International

• üıŭıŮǷ Local suppliers, Silatech, Social Fund for Development, United Nations Office
for Project Services (UNOPS), the United Nations Development Programme (UNDP),
USAID, World Bank

8In practice, this financial support, advanced by Article 29 of Decree Law No. 2021-21 of December 28, 2021,
relating to the Finance Act 2022, is given in the form of a tax exemption for companies whose activities relate
to the green economy and sustainable development. This tax exemption is specified in paragraph II bis in
Article 39 of the Code of personal income tax and corporate tax, which states expressly: Interest from the
issue green bonds, socially responsible bonds, and sustainable bonds as defined by the regulations in force are
removed by the tax base, and this, within the limit of 10,000 Tunisian dinars per year. However, this measure
has failed to include the generation of green jobs, neglected by the legal nomenclature and government’s
environmental policy. This financial law should provide for the pre-financing of training and capacity building
for human resource development in green inclusive finance.
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This dimension of the Green Inclusive Finance Penetration Framework covers the implementa-
tion of environmental strategy and environmental risk management in the region. More ad-
vanced environmental strategies and risk management can be found among MFIs in Tunisia,
Lebanon, Yemen, and Morocco, where MFIs in the Palestinian Territories and Jordan are at
an earlier stage. Dependent on the maturity of an institution, different support can be of-
fered to develop this dimension. Younger MFIs can best benefit from awareness raising and
introductory workshops on the topics, while more in-depth advisory support and technical as-
sistance on institutions’ environmental strategy and environmental risk management should
be provided to established institutions.

Figure 5: Average execution score per country (left) and maturity (right)

FŮǀŐƙŷŮŭıŮƦĉŦ ÒƦƙĉƦıŇǇ
There is a notable interest in incorporating environmental protection or climate resilience
concepts into the institution’s strategic plan. 41% of respondents indicated that they already
have an environmental strategy, and 45% plan to do so in the future. Only 16% of institutions
neither include any environmental aspect in their institutional strategic plan nor are planning
to (Figure 6).

As for reporting, 45% of MFIs surveyed report internally on environmental performance. This
proportion increases to 64% for institutions that have at least one green financial or non-
financial product for households or MSMEs. Only 5 institutions already produce public reports
on their environmental performance, though about the half of the MFIs surveyed are planning
to do so in the future.

:ŷŮĥıƙŮŐŮŇ Ʀōı ƦǇƖı ŷņ ƟƫƖƖŷƙƦ ƦōĉƦ ŐƟ ŮııīıīǸ ŐŮȏ
ƟƦŐƦƫƦŐŷŮƟ ıŭƖōĉƟŐǐıī Ʀōı Ůııī ņŷƙ ǙŮĉŮĥŐĉŦ ĉŮī
ƦıĥōŮŐĥĉŦ ƟƫƖƖŷƙƦ ņŷƙ ŭĉƙţıƦ ĉƟƟıƟƟŭıŮƦ ƟƦƫīŐıƟ
ĉŮī ƖƙŷīƫĥƦ īıƟŐŇŮ ĉŮī īıǀıŦŷƖŭıŮƦǽ.

When asked about which stakeholders they would approach for support in the development
of their environmental strategy, three-quarters of the institutions agree that investors and
consultants are in the best position to support them . Ratings agencies and local authorities
were ranked last for providing support. While institutions stated that they mostly lack support
from governments and regulators, these entities are not classified as the ideal stakeholders
that could assist institutions in developing their environmental strategies.
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Figure 6: Development of environmental strategy

Figure 7: Awareness and experience with environmental performance assessment tools

61% of the surveyed institutions are not aware of environmental performance assessment tools
(Figure 7), while 39% of the respondents know at least one tool. About 30% of the total
respondents are aware of the SPI4 and Alinus tool, but only 4 institutions (9.5%) have used
it in the past. Only 5 institutions know about the Green Index, and only one has used it in
the past. Moreover, only 3 microfinance institutions out of 42 indicated that they had already
undergone an ESG assessment.
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FŮǀŐƙŷŮŭıŮƦĉŦ ÌŐƟţ  ĉŮĉŇıŭıŮƦ
Over half of the FSPs across the region are implementing different activities related to client
environmental risk management. Institutions are primarily interested in raising awareness and
conducting training for staff on practices to reduce or avoid adverse environmental impacts.

ÌŐƟţ ŭĉŮĉŇıŭıŮƦ ĉƦ Ʀōı ŐŮƟƦŐƦƫƦŐŷŮĉŦ ŦıǀıŦ 62% of the institutions are currently im-
plementing activities related to institutional environmental risk management (Figure 8). The
activities that are most commonly implemented include environmental risk analysis of loan
applications (38.1%) and categorization of loan applications according to this assessment
(33.3%). In similar proportions, respondents also indicated that their institutions train the staff
on environmental practices to reduce adverse impacts. 60.7% of institutions indicated that
they are already receiving support for conducting actions related to risk management. Sup-
port is mainly provided by investors (e.g. IFC, SANAD), development programs (e.g. USAID),
and consultants through technical assistance.

Figure 8: Risk management at the institutional level

Only 4 institutions monitor their negative environmental impact at the institutional level, and
only 6 respondents perform institutional environmental risk analysis.

Among the institutions that perform client environmental risk assessment as part of loan ap-
plication evaluation, the majority identify lack of access to clean water (93%) and energy
(80%) as major challenges. 60% of respondents indicated droughts and heatwaves as major
risks affecting their clients. Other risks reported included wildfires, cold waves, and torrential
rains in Morocco, Tunisia, and Yemen; hailstorms in Morocco; tropical cyclones/hurricanes in
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Yemen; and mudslides in Jordan.

Only 12% of the institutions indicated the environmental risks they are exposed to at the
institutional level - energy and water access were also found to be the most relevant climate-
related risks for the institution itself.

Úōı Ŧĉĥţ ŷņ ƖƙŷƖıƙ ƦŷŷŦƟ ŐƟ Ʀōı ŭĉŐŮ ĤĉƙƙŐıƙ ƦōĉƦ
ŐŮƟƦŐƦƫƦŐŷŮƟ ņĉĥı ǁŐƦō ƙıƟƖıĥƦ Ʀŷ ƙŐƟţ ŭĉŮĉŇıŭıŮƦ
ĉĥƦŐǀŐƦŐıƟǽ.

The lack of proper tools to conduct environmental risk management practices at the institu-
tional level was highlighted by 89.2% of respondents, while two-thirds indicated the lack of
knowledge as one of the main challenges. Staff motivation was not reported to be an issue.

ÌŐƟţ ŭĉŮĉŇıŭıŮƦ ĉƦ Ʀōı ĥŦŐıŮƦ ŦıǀıŦ Over 60% of the institutions do not implement any
action to manage clients’ environmental risks. One-quarter of the institutions support their
clients by assisting them in developing businesses promoting green practices or products. 17%
train their clients on methods to reduce or avoid negative environmental impacts, whereas
only one institution provides services to respond to environmental shocks. At the client level,
the majority of institutions (90%) implementing risk management activities report a lack of
proper tools for implementing additional environmental risk management practices, and 77%
indicate they lack knowledge. Lack of collaborations with other stakeholders and the high
complexity of the topic were also highlighted as challenges, though to a lesser extent (61%
and 45%, respectively).

Figure 9: Risk management at the client level

22



ÌıƖŷƙƦǷ ÒƫƟƦĉŐŮĉĤŦı ZŐŮĉŮĥı ŐŮ Ʀōı  F¡ ÌıŇŐŷŮ

: ÒF ÒÚß@dFÒ ȏ F¡õdÌª¡ F¡Ú w ÒÚÌ ÚF[ü ɐ ÌdÒu
  ¡ [F F¡Ú
¡ĉƦŐŷŮĉŦ  ŐĥƙŷǙŮĉŮĥı ZŷƫŮīĉƦŐŷŮ ȏ üıŭıŮ
The National Microfinance Foundation - Yemen (NMFY) is an NGO operating in twenty
branches in Yemen. Since 2015, due to the outbreak of the war and the consequent power
outages, NMFY started delivering renewable energy financing. In 2015, when the grid went
off, NMFY financed solar home systems of up to 3 kilowatt-hours (kWh). In 2017, due to
the national fuel crisis, the institution started offering smallholder farmers 20kWh solar water
pumps. In 2019, rural areas accessed subsidized 10 Watts pico-solar systems through NMFY.
Various projects were supported by diverse international development cooperation programs
(i.e., Silatech, Foreign, Commonwealth and Development Office (FCDO), KFW, World Bank).

As of the end of 2021, the Foundation has disbursed more than 5,000 energy loans, with
an estimated volume between 10 and 15 USD million. The portfolio diversification of NMFY
has helped differentiate them in terms of gathering expertise in technology selection, partner-
ing with suppliers, managing inventories, and identifying their clients’ needs. The effort was
combined with challenges to raise awareness among value chain actors, technical engineers,
technicians, farmers, distributors, and end users.

The national context has been a driving force for NMFY to innovate and deliver the products
their target communities need. Seven years after, it has been evident for NMFY to stream-
line green inclusive finance across the organization. This implies: defining an environmental
strategy, identifying the environmental risks and vulnerabilities at the client and institutional
level, developing mechanisms for managing these and reducing adverse impacts on the envi-
ronment, and supplying green financial products and non-financial services to their clients.

Figure 10: Branch managers capacity building
(Photo: National Microfinance Foundation)

In 2022, NMFY developed a strat-
egy to focus on the economic em-
powerment of MSMEs through sus-
tainable development and responsi-
ble finance that promote clean en-
ergy and environmental protection.
The steps to implement include rais-
ing awareness among employees and
clients of green loans, developing in-
centives for green loan documenta-
tion, adding an environmental com-
ponent to the risk identification and
management matrix, and monitor-
ing the strategy implementation (tar-
gets, achievements, team, resources, and opportunities).

The environmental strategy defines tasks and responsibilities along the internal hierarchy of
NMFY. General management is in charge of developing the green strategy and defining the
green indicators to track. The risk department assists in the development and implementa-
tion of environmental risk identification and management to green the portfolio. The branch
managers oversee the disbursement of green loans, manage partnerships with suppliers, and
identify local opportunities. Finally, loan officers identify clients and facilitate the implemen-
tation of green loans for MSME customers. Complementary to the field staff efforts, the
communications and marketing department is in charge of publicizing the success story of the
winner of the best green loan every quarter in NMFY’s social media channels.

NMFY is confident that this approach will differentiate its work at the institutional and client
levels in the country. This is accomplished by i. obtaining a deep knowledge of the client’s
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business for the loan disbursement and assessing the environmental impact of the income-
generating activity; ii. incorporating an ecological risk assessment component into the orga-
nization’s risk matrix; iii, raising awareness about green products and services among employ-
ees; iv. including incentives for green loans for loan officers and branch managers; and v.
showcasing green loans to promote an environmentally friendly organizational culture among
employees and clients.

ÚĉŭǁııŦĥŷŭ ȋsŷƙīĉŮ  Őĥƙŷ ZŐŮĉŮĥı :ŷŭƖĉŮǇȌ ȏ sŷƙīĉŮ
The Jordan Microfinance Company Tamweelcom was founded in Jordan in 1999 as a non-
profit organization, complying with the legal and regulatory framework of the Central Bank
of Jordan. It started with JOD 30,000, five employees and one branch with the purpose of
elevating employment rates, fostering socioeconomic advancement, empowering low-income
individuals, financially excluded citizens, marginalized citizens and small entrepreneurs through
reliable financing solutions.

After many milestones achieved, today Tamweelcom has 39 branches across the country with
over 500 employees. As of the end of 2021, Tamweelcom served over 382,000 clients and
enterprises, with 74% female borrowers, 49% youth borrowers and a gross loan portfolio of
JOD 58 million (USD 81 million). Tamweelcom’s policy aims, at the institutional level, to be
in line with its core values - transparency, team spirit and collaboration, excellent service, and
social and environmentally responsible performance - and at the client level, to ensure and
verify that the businesses financed by Tamweelcom have a minimal social and environmental
impact.

To accomplish this, Tamweelcom has implemented procedures to ensure the financed busi-
nesses have minimal adverse environmental or social impact. The first measure is to apply an
exclusion list for loans, prohibiting the financing of any type of company listed. This procedure
aims to ensure that the values of Tamweelcom are respected and contributes to raising aware-
ness among clients on the damage to the environment and hazards that the activity may imply
for society and the ecosystem. Once the safety of the business is confirmed, the institution
ensures that the company’s purpose is legally legislated and that the business documents,
official permits, and approvals required by Jordanian law are available.

Figure 11: Risk assessment of loan application
(Photo: Tamweelcom)

Next, eligible business sectors are clas-
sified according to Tamweelcom’s insti-
tutional Environmental and Social Risk
Classification List. When the loan dis-
bursement has been approved, the fi-
nancing contract contains a clause on
the client’s pledge not to exploit finance
in one of the excluded sectors. New
business sectors not listed in the Envi-
ronmental and Social Risk Classification
List are evaluated explicitly by Tamweel-
com’s Risk Management Department,
which decides on approval or rejection.

The business environmental risk identifi-
cation consists of classifying the business
activity’s ecological impact into three
categories: high, medium, or low envi-

ronmental risk, with the letters A, B, and C, respectively, following the International Finance
Corporation (IFC) standards. Businesses classified as A are not financed.
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dZ: FŮǀŐƙŷŮŭıŮƦĉŦ ĉŮī ÒŷĥŐĉŦ :ĉƦıŇŷƙŐǐĉƦŐŷŮǷ

• :ĉƦıŇŷƙǇ Ƿ Business activities with potential significant adverse environmental or social
risks and/or impacts that are diverse, irreversible, or unprecedented.

• :ĉƦıŇŷƙǇ 9Ƿ Business activities with potential limited adverse environmental or social
risks and/or impacts that are few in number, generally site-specific, largely reversible,
and easily addressed through mitigation measures.

• :ĉƦıŇŷƙǇ :Ƿ Business activities with minimal or no adverse environmental or social risks
and/or impacts.

This methodology is a framework IFC uses for environmental and social categorization to
reflect the magnitude of their investments’ risks and impacts. The resulting category is linked
to corresponding institutional requirements for disclosure by IFC’s Access to Information Policy
(IFC Environmental and Social Categorization).

This two-step approach is part of the customer profile. The Customer Relations Manager
fills out the form when visiting the client’s business site, and the information is captured in
Tamweelcom’s core system. With these procedures, Tamweelcom is fulfilling its environmental
protection policy by identifying and supporting low and medium-environmental-risk businesses.
As a next step, Tamweelcom plans to set a new environmental strategy and incorporate
specialized green financial products into its portfolio.

25

https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-standards/es-categorization


ÌıƖŷƙƦǷ ÒƫƟƦĉŐŮĉĤŦı ZŐŮĉŮĥı ŐŮ Ʀōı  F¡ ÌıŇŐŷŮ

[ÌFF¡ Zd¡ ¡:d w ¡@ ¡ª¡ȏZd¡ ¡:d w
ªZZFÌ
ªǀıƙǀŐıǁ
The offer of green financial products and non-financial services is not uncommon in the region;
half of the MFIs are offering households and businesses renewable energy (RE) products and
one-third, energy-efficient (EE) products. As for agricultural products, half of the respondents
offer products related to sustainable crop production and 46%, financing for livestock man-
agement. One-third of institutions offer loans for improved water management for agriculture.
Mature and established institutions in Yemen and Palestinian Territories are more advanced
in their offer of financial and non-financial products and their outreach. To a slightly lesser
extent, MFIs from Egypt, Lebanon, Tunisia, and Jordan are offering green loans. The age of
the MFIs influences their capability to implement green inclusive finance; young institutions’
offer is not as developed as that of mature institutions.

Figure 12: Average offer score per country (left) and maturity (right)

ZŐŮĉŮĥŐĉŦ ÉƙŷīƫĥƦƟ ņŷƙ aŷƫƟıōŷŦīƟ ĉŮī 9ƫƟŐŮıƟƟıƟ
More than the half of respondents (53.5%) indicated that their institution offers financial
products for RE technologies (Figure 13). Among these, solar home systems are offered by 19
institutions. Other popular products include solar water pumps (13 institutions), solar water
heaters (10), and solar lamps (10).

• RE products are offered by all (100%) respondents from Yemen. 60% of institutions
from Palestinian Territories offer RE, along with 50% in Lebanon.

• 56% of institutions offering RE products also finance EE measures.

• 34% of institutions offering RE products also offer clean water products.

Moreover, about one-third (32.6%) offers products for EE measures. These products mainly
include efficient household appliances (9 institutions offering), machinery replacement (8),
replacement of inefficient lighting with LED lamps (7), and cooling systems (7). 18.6% of
institutions offer loan products for clean drinking water, such as financing for piped water
connections (2 respondents) and portable solutions (2).

In the follow-up question (Do you plan to offer any of the following green financial products
in the future?), one-third of institutions (33%) indicated plans for waste management-related
products, and 35.7%, cleaner transportation.

Regarding the barriers that institutions have encountered when offering green products (or
during the development process), around half of institutions emphasized the need for more
support from investors (53%) and the government (47%), as well as a lack of demand (47%).
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Figure 13: Green products for households/businesses

At the same time, one-third (33%) highlighted the lack of linkages with proper technology
suppliers and/or the lack of available technologies (Figure 14).

Young microfinance institutions stated that the lack of demand and high complexity and
limited supply of technologies are the main barriers to green product provision. Mature MFIs
do not indicate having unmotivated staff, whereas three established MFIs in the region do so.

Figure 14: Challenges in developing or offering green products for households/businesses

27



ÌıƖŷƙƦǷ ÒƫƟƦĉŐŮĉĤŦı ZŐŮĉŮĥı ŐŮ Ʀōı  F¡ ÌıŇŐŷŮ

[ƙııŮ ÉƙŷīƫĥƦƟ ņŷƙ ŇƙŐĥƫŦƦƫƙı
Over half of the institutions that completed the survey offer loan products for crop production,
while about 46% offer dedicated loan products for livestock management. About one-third
indicated that they do not yet offer green products for agriculture (Figure 15). FSPs with new
portfolios in agriculture expressed their interest in receiving specialized support for sustainable
practices such as ecosystem-based adaptation. Regional microfinance networks emphasized
the potential of awareness raising on the different ecosystem-based adaptation measures.

Figure 15: Challenges in developing or offering green products for agriculture

When asked about future plans, 56% of institutions offering products for agriculture indicated
their plans to offer dedicated financial products for energy (RE or EE), 40% for transport,
36.7%, for waste management, 30%, for WASH, and 10%, for cooking.

The major barrier, as in the case of green products for households and businesses, is the need
for more support from investors. However, in the case of agricultural products, the lack of
demand is only a challenge for about 35% of respondents. At the same time, there is the
perception that the provision of sustainable agriculture loans is more complex than in the case
of RE or EE loans. Furthermore, in contrast to the energy loan scenario, MFIs lack tools for
data management for sustainable agriculture practices.

In the case of both household/business products and agricultural products, a limited number
of institutions indicated that these products are not profitable (6 respondents (16%) in the
former case, 7 respondents (20%) in the latter).

Of the 50% of institutions offering financing for crop management, 29% do not offer any
dedicated green product to their clients (10% offer waste management and 60%, energy
products). For their agricultural products, these institutions face multiple challenges; 43%
lack government support, 38% lack partners, 33% lack tools, and 24% lack demand and
profitability.

Institutions offering financing for RE technologies mostly plan to offer financing for EE mea-
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Figure 16: Challenges in developing or offering green agricultural products

sures or equipment, RE technologies for agriculture (solar crop dryers, solar refrigerators for
produce storage, etc.), and financing for improved water management in agriculture (water
harvesting, irrigation systems, solar water pumps, etc.). MFIs that currently offer financing
for sustainable crop production and livestock management mostly plan to offer financing for
RE technologies, EE measures, and technologies for improving agricultural output with im-
proved energy, water, and waste management (solar crop dryers, solar refrigerators, efficient
irrigation methods, and composting, among others).

ªƫƦƙıĉĥō ŷņ [ƙııŮ ZŐŮĉŮĥŐĉŦ ĉŮī ¡ŷŮȏZŐŮĉŮĥŐĉŦ ªǔıƙ
In terms of outreach, the number of clients receiving financial products and non-financial
services is relatively low. Three-quarters of institutions have fewer than 1000 clients receiving
green financial products, and less than 80% have up to 500 clients receiving green non-
financial services.

Institutions only offering products for households and MSMEs or agricultural products have
limited outreach (with the exception of one institution in Morocco offering financial products
for improved sanitation facilities), in comparison with institutions already offering products for
both categories.

In terms of green portfolio size, one-third of the institutions offering green financial products
have a green portfolio size below USD 1 million, and only 10% have a portfolio size above
USD 5 million.

29




	Executive Summary
	Introduction
	What is a Green Inclusive Finance approach to sustainable finance?
	The Main Axes of Action in Green Inclusive Finance
	1. Environmental Strategy
	2. Environmental Risk Management and Opportunity Monitoring
	3. Supply of Sustainable Financial Products and Non-Financial Services

	Tools to evaluate green inclusive finance performance
	Summary

	Assessing Green Inclusive Finance in the MENA Region
	The Green Inclusive Finance Penetration Framework
	Enabling Environment
	Execution
	Offer

	Research Methodology

	Enabling Environment
	Overview
	Regulations & Challenges
	Partners

	Execution: Environmental Strategy & Risk Management
	Overview
	Environmental Strategy
	Environmental Risk Management
	Case Studies
	Example 1: National Microfinance Foundation Yemen
	Example 2: Tamweelcom (Jordan Micro Finance Company) - Jordan


	Green Financial and Non-Financial Offer
	Overview
	Financial Products for Households and Businesses
	Green Products for Agriculture
	Green Product Outreach
	Case Studies
	Example 3: Enda Tamweel (Tunisia)
	Example 4: Makhzoumi Foundation (Lebanon)


	Conclusions
	Main Results
	Key Support Actions
	Creation of enabling environment to ensure support for MFIs
	Environmental strategy execution
	Foster product development

	Outlook

	Participating institutions
	Appendix
	Scoring System – Green Microfinance Penetration Framework
	Country Analysis
	Egypt
	Jordan
	Lebanon
	Morocco
	Palestinian Territories
	Syria
	Tunisia
	Yemen


	Survey
	References

