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Introduction to the Primers

The case for unlocking capital for and investing in women is clear. Yet, despite
significant efforts to improve women’s access to capital, sizeable gaps in
funding and outcomes remain. Why do women — especially those from the
Global South — continue to be left out of financial markets?

The evidence speaks for itself: investing in women works.* Empowering women-focused enterprises is
critical to achieve the United Nations Sustainable Development Goals (UN SDGs) by 2030. Yet despite
the combined and concerted efforts of multilateral organizations, international donors, and the private
sector, gaps in gender financing and outcomes have remained glaringly persistent.

For instance, amid considerable attempts to improve financial inclusion, including the expansive use of
digital tools, 56% of all unbanked adults are women;? this gap in bank account ownership between men
and women persists globally and in developing markets. Even women in advanced economies continue
to earn less on average than men.3 Meanwhile, women participating in business accelerator programs
significantly lose ground vis-a-vis their male counterparts, with the former routinely receiving
significantly less equity funding than their male counterparts.* The global pandemic has only driven
home this point, as women and girls have borne a disproportionate share of the adverse socioeconomic
outcomes of COVID-19.5

When the seeds of impact investing were sown among the rubbles of the global financial crisis more than
a decade ago, it was seen as a catalyst for gender empowerment and equality through its promise to
make finance work for women and the underserved. As the 2030 deadline approaches, however, current
interventions remain insufficient, threatening the achievement of the UN SDGs altogether.

Not all hope is lost; there is still time to build system-wide change. But we must embrace a bigger and
bolder ecosystem approach that puts women at the crux of the conversation, valuing their capability as
powerful agents of positive transformation and impact.

This three-part thought leadership series on *‘Making Finance Work for the 9g9%' introduces a bottom-
up gender lens approach to emphasize the strong business case for investing in women entrepreneurs
and women-focused micro-, small- and medium-sized enterprises (WMSMEs). The series draws upon
[IX's extensive experience in unlocking capital for impact enterprises and generating transformative
changeinthe Global South. The first primer looks at the incentives of listening to communities, especially
women on the ground, to shape better development solutions and to create meaningful impact. The
second primer focuses on leveraging market solutions to bridge the barriers to women’s and WMSMEs’
access to finance. The third primer casts the spotlight on the Global South, offering pathways to create
sustainable value chains that work for everyone.

* International Finance Corporation (2017), Investing in Women: New Evidence for the Business Case. Available here.

2 The World Bank Group (2017), The Global Findex Database 2017: Measuring Financial Inclusion and the Fintech Revolution. Available here.
3 A. Kunze (2017), The Gender Wage Gap in Developed Countries. Available here.

4 Global Accelerator Learning Initiative (2021), Does Acceleration Work? Five years of evidence from GALI. Available here.

5 International Labour Organization (2020), ILO Monitor: COVID-19 and the World of Work (5t Edition). Available here.

—“


https://www.ifc.org/wps/wcm/connect/ac8fca18-6586-48cc-bfba-832b41d6af68/IFC+Invest+in+Women+October+2017.pdf?MOD=AJPERES&CVID=lYLVAcA
https://openknowledge.worldbank.org/bitstream/handle/10986/29510/9781464812590.pdf
https://docs.iza.org/dp10826.pdf
https://www.galidata.org/assets/report/pdf/Does%20Acceleration%20Work_EN.pdf
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/briefingnote/wcms_749399.pdf
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The Current Landscape

Overview

The business of sustainable development cannot be divorced from capital markets, especially if the
global community has any chance of meeting the UN SDGs by 2030. While the 2015 Addis Ababa Action
Agenda attempted to enroll the public and private sectors to commit to a “new social compact” to end
poverty in all forms,® it was silent on how much the final bill will be to fund all 17 SDGs.

It is clear, however, that the public sector alone cannot shoulder the estimated annual funding gap of
USs$2.6 trillion until 2030.7 This is where private sector finance must take on their share of the burden.
The global private financial system sits on financial assets of US$38o trillion;® shifting just 1% of these to
SDG financing could bridge the annual gap.® Having grown steadily before 2020, demand for
commercially-sustainable environmental, social and governance (ESG) investments accelerated during
the pandemic. Even maintaining half the annual growth pace seen in the past five years, ESG assets are
projected to hit US$53 trillion by 2025.%°

Lost in these impressive numbers is a glaring realization: where does gender equality and women’s
economic empowerment (WEE) fit in the larger conversation about SDG financing?

Proclaimed as “the world’s most underutilized resource,™” women, when fully empowered to participate
in the global economy, could unleash as much as US$28 trillion in additional economic output by 2025.*
Facing a current gender financing gap of US$1.7 trillion,*3 women face another 268 years before closing
the gap in economic participation and opportunity.* Existing gender equality and WEE initiatives funded
by donor organizations and development finance institutions (DFls) primarily led by the Global North,
are barely moving the needle. In other words, the funding that gender initiatives receive are not creating
intended development outcomes.

Without a doubt, the link between women and economic development* remains as strong as ever. But
merely writing about it and talking about committing billions of dollars into initiatives supporting it are
not enough. Gender parity remains a pipe dream for billions of women and girls, especially across the
Global South. To truly advance the gender equality and WEE movement, it is time to walk the talk.

6 United Nations (2015), Addis Ababa Action Agenda of the Third International Conference on Financing for Development. Available here.

7V. Gaspar et al. (2019), Fiscal Policy and Development: Human, Social, and Physical Investments for the SDGs. Available here.

8 Organisation for Economic Co-Operation and Development (2020), Global Outlook on Financing for Sustainable Development 2021: A New
Way to Invest for People and Planet. Available here.

9 A. Gurria (2020), Private Finance for Sustainable Development Conference Remarks. Available here.

1 A. Diab and G.M. Adams (2021), ESG assets may hit $53 trillion by 2025, a third of global AUM. Available here.

11 The Economist (2006), Women and the world economy: A guide to womenomics. Available here.

12D. Abney and A.G. Laya (2018), This is why women must play a greater role in the global economy. Available here.

13 S, Tischendorf (2021), Narrowing the funding gap for female entrepreneurs. Available here.

2 World Economic Forum (2021), Pandemic Pushes Back Gender Parity by a Generation, Report Finds. Available here.

35 H.E. Peters et al. (2016), Women'’s economic empowerment: A review of evidence on enablers and barriers. Available here.


https://sustainabledevelopment.un.org/frameworks/addisababaactionagenda
https://www.imf.org/-/media/Files/Publications/SDN/2019/SDN1903.ashx
https://www.oecd-ilibrary.org/development/global-outlook-on-financing-for-sustainable-development-2021_e3c30a9a-en
https://www.oecd.org/about/secretary-general/private-finance-for-sustainable-development-conference-paris-january-2020.htm
https://www.bloomberg.com/professional/blog/esg-assets-may-hit-53-trillion-by-2025-a-third-of-global-aum/
https://www.economist.com/finance-and-economics/2006/04/12/a-guide-to-womenomics
https://www.weforum.org/agenda/2018/01/this-is-why-women-must-play-a-greater-role-in-the-global-economy/
https://www.reutersevents.com/sustainability/narrowing-funding-gap-female-entrepreneurs
https://www.weforum.org/press/2021/03/pandemic-pushes-back-gender-parity-by-a-generation-report-finds
https://idl-bnc-idrc.dspacedirect.org/bitstream/handle/10625/56943/IDL-56943.pdf

Current Trends in Financing Women and the Underserved

Gender financing is defined®® as disbursed or committed funding intended to improve gender equality
and WEE. While gender inequality persists in both developed and developing economies, it has a stronger
negative impact on economic development in the latter,”” underpinning the importance of programs
designed to reduce such.

Historically, non-governmental organizations (NGOs), Donor Agencies and Development Finance
Institutions (DFls) have led most efforts to address the gender financing gap. Following the transition
from the millennium development goals (MDGs) to the SDGs, the private sector’s role in closing the gap
has gradually risen, as the development space has acknowledged the role of financial innovation in
solving these challenges. While donor agencies took charge of expanding the flow of resources to less
developed countries, improving the terms and conditions of aid, and increasing its developmental
effectiveness, DFIs have rightfully occupied an intermediary space between public aid and private
investment to effectively leverage non-development capital. The complementary nature of their
operational strategies has cast a wider net to tackle the financing gap.

Public sector initiatives

Most Donor Agencies and DFIs’ gender initiatives are guided by gender equality strategies defining focus
areas of engagement and investment. These programming efforts have gravitated towards improving
access to capital for women-focused, micro-, small- and medium-sized enterprises (WMSMEs),
recognizing the multiplier effect of empowering women economically. Interventions range from
technical assistance programs that offer training and skills development for women entrepreneurs, to
direct investments in funds that extend equity and/or debt capital to WMSMEs.

Net Official Development Assistance (ODA) has more than doubled in real terms since 2000 (increasing
by 118% in real terms). In the face of economic and financial shocks, ODA has been a comparatively more
stable source of development financing. In 2020, ODA rose in a year that saw other major external
resource flows for developing countries drop. In 2021, the cumulative ODA by member countries of the
Development Assistance Committee (DAC) amounted to USD 178.9 billion, rising by 4.4% in real terms
compared to 2020 and reaching a new peak. The United States continued to be the largest DAC member
country of ODA, followed by Germany, Japan, the United Kingdom, and France.®®

With aggregate assets totaling US$13 trillion in 2019 and annual disbursements estimated at US$2.3
trillion, DFIs are estimated to finance 10% of total global investments each year,* making them a critical
partner in advancing gender equality. In some cases, DFls work with local banks not only in mobilizing
financial resources but also in providing capacity-building services with the hope that these banks in turn
will create programs to give women owned businesses greater access to capital. In reality, the success of
such programs has been mixed.

6 Publish What You Fund (2021), Making gender financing more transparent. Available here.

7 M. Amin, V. Kuntchev and M. Schmidt (2015), Gender Inequality and Growth: The Case of Rich vs. Poor Countries. Available here.

18 OECD (2022) ODA Levels in 2021. Available here.

19 Agence Francaise de Developpement and UN Women (2021), Public Development Banks Driving Gender Equality: An Overview of Practices
and Measurement Frameworks. Available here.


https://www.publishwhatyoufund.org/wp-content/uploads/dlm_uploads/2021/06/Making-Gender-Financing-More-Transparent.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/21389/WPS7172.pdf?sequence=1&isAllowed=y
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/ODA-2021-summary.pdf
https://www.weps.org/sites/default/files/2021-10/public-development-banks-driving-gender-equality-en.pdf

Donor Agency example: DFAT, Sida, and KOICA

Since 2016, the Australian Government’s Department of Foreign Affairs and Trade (DFAT) has
implemented a robust gender equality and women’s empowerment strategy that is built around three
mutually-reinforcing priorities: (1) enhancing women'’s voice in decision-making, leadership and peace-
building; (2) promoting women'’s economic empowerment; and (3) ending violence against women.
DFAT routinely makes gender-lens investments and catalytic grants, treating global gender equality as
a national interest for security and prosperity.?® Among its other initiatives, DFAT provided catalytic
grant funding to the Women'’s Catalyst Fund (in which DFC participated as an investor), and in effect kick-
started the Orange Bond Initiative™, the world’s first gender-focused asset class by and for women of
the Global South. The Orange Bond Initiative aims to unlock US $10 billion by 2030 and empower 100
million women, girls, and gender minorities.**

The Swedish International Development Cooperation Agency (Sida) has a longstanding commitment
to gender equality and women’s and girls’ empowerment in development cooperation and humanitarian
assistance. This commitment has been strengthened through the Government’s Policy Framework
(2016); the Feminist Foreign Policy (2014) and Sida’s action plan for gender equality (2020-2023).>?

Sida uses a three-pronged approach with targeted support to gender equality interventions, by
integrating a gender perspective in all programs and highlighting gender equality and women'’s rights in
dialogue with partner organizations and stakeholders. Sida recognizes that collaboration and dialogue
on gender equality with financial institutions and development banks has become more central to
enabling resource mobilization, such as through catalytic financing. In 2021, Sida disbursed SEK 1.6
billion to projects in the area of gender equality, corresponding to 6% of Sida‘s disbursed funds. That
percentage has remained constant since 2019. Of all Sida’s disbursed funds, 80% had gender equality as
a main or sub-objective.

Since its inception in 1991, Korea International Cooperation Agency (KOICA) has been learning to
address Gender Equality issues through its consistent programmatic engagements. In 2020, KOICA
designated ‘Achieving Gender Equality’ as a stand-alone sector as well as a crosscutting issue and
highlighted the close link between core sectors, i.e., education, health, agricultural and gender
integration to achieve the SDGs.?3

KOICA's “"SDGg Initiative: Fill the GAP (Gender Advocacy Partnerships) 2020-2026" seeks to highlight
special needs to fill the gaps by investing in under-funded areas, and by focusing on women and girls as
‘agent of change’ via transformative approaches. This new approach, will more clearly identify 1) under-
focus areas’ needs on the ground for funding and projects implementation and 2) how multi-stakeholder
cooperation — overarching donor agencies, multi-lateral agencies, INGOs, research labs, start-ups,
foundation, can adapt to deliver to those in greatest need. To that effect, KOICA has committed $100
million to scale-up unitary efforts to address the underlying drivers of gender inequality and enhance the
gender impact through focusing areas to present for the next 7 years (2020-2026).

20 Australian Government Department of Foreign Affairs and Trade, “Australia’s international support for gender equality.” Available here.
2 |mpact Alpha, “IIX raises $50 million for fifth Women's Livelihood Bond,” 14 December 2022. Available here.

22 Sida (2021) Summary of Sida's work with Gender Equality. Available here.

2 KOICA (2020), SDG 5 Initiative: Fill the GAP 2020—2026. Available here.


https://www.dfat.gov.au/international-relations/themes/gender-equality/Australias-international-support-for-gender-equality
https://impactalpha.com/iix-raises-50-million-for-fifth-womens-livelihood-bond/
https://cdn.sida.se/app/uploads/2022/06/21141802/10206314_Portfolio_Gender_Equality_2021_web.pdf
http://www.koica.go.kr/sites/koica_en/download/eng_SDG_5_Fill_the_GAP_Initiative_Concept_note_2020.pdf

Hybrid Donor and DFI example: USAID and US DFC

As early as 1982, the United States Agency for International Development (USAID) has acknowledged
that successful outcomes of development work rely on the full participation of women. Since then,
USAID has maintained and regularly updated its gender policy to enhance its WEE initiatives and reduce
gender gaps.

With the passage by the US Congress of the Women'’s Entrepreneurship and Economic Empowerment
Act of 2018, USAID’s gender programming is further strengthened by incorporating gender analysis into
its every strategy, project, and activity and integrating gender equality and female empowerment
throughout its program cycle.** For FY2023, the US government made its largest budget request in
history for global gender equality work — US$2.6 billion — including a US$200-million allocation for the
Gender Equity and Equality Action (GEEA) Fund.?s

The establishment of the US International Development Finance Corporation (DFC) in 2019 reflects
the United States’ desire to promote development through private capital flows* that include direct loans
and loan guarantees, as well as equity investments in specific projects and investment funds. Formed by
merging the capabilities and resources of the Overseas Private Investment Corporation (OPIC) and
USAID’s Development Credit Authority (DCA), the DFC aims to reach 12 million women and 6 million
marginalized individuals by 2025 through its flagship 2X Women'’s Initiative, which commits to catalyze
USs6 billion of private sector investment and issues a 2X Challenge to the global investment community
to commit funding for gender equality.?®

US DFC provided a guarantee for the first Women's Livelihood Bond™ 1 (WLB 1) to crowd in investors
for the world'’s first gender-lens impact investing security listed on a stock exchange. DFC furthered its
gender lens commitment with 11X by providing a subsequent guarantee facility of $100 million for the
second through fifth issuances. More recently, leveraging the revolving catalytic subordinated debt
facility, IIX Women'’s Catalyst Fund (WCF), DFC channeled an additional US$10 million investment to
reduce the risk perception associated with investing in women, evidenced through increasing investor
interest and Bond issuance sizes across the years.

Hybrid Donor and DFI example: GAC and FinDev Canada

A department of the Canadian government, Global Affairs Canada (GAC) adopted in 2017 its Feminist
International Assistance Policy (FIAP) that underpins Canada’s feminist foreign policy. Crafted from a
year of consultations involving more than 15,000 respondents in 65 countries,* the FIAP is an evidence-
based approach in eradicating poverty globally by addressing inequality through empowering women
and girls to reach their full potential. It also support’s GAC's conviction that “all people should enjoy the
same fundamental human rights and be given the same opportunities to succeed.” Canada is committing
15% of all bilateral international development assistance investments to specifically target gender
equality and the empowerment of women and girls by 2021-22.

To support Canada’s feminist foreign policy, GAC established FinDev Canada. The initiative applies a
gender lens to 100% of its transactions across the portfolio, on both institutional and industry levels,

24 United States 115" Congress, "S. 3247 - Women'’s Entrepreneurship and Economic Empowerment Act of 2018.” Available here.

25 United States Agency for International Development, “U.S. Government Announces Largest-Ever Budget Request, $2.6 Billion, to Advance
Gender Equity and Equality Around the World,” 8 March 2022. Available here.

26 United States Development Finance Corporation, “W-GDP, DFC Target Additional $6 Billion of Investment in Women,” 6 August 2020.
Available here.

27 Global Affairs Canada (2017), Canada’s Feminist International Assistance Policy. Available here.
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https://www.congress.gov/bill/115th-congress/senate-bill/3247/text
https://www.usaid.gov/news-information/press-releases/mar-08-2022-us-government-announces-largest-ever-budget-request-26-billion-advance-gender-equity-and-equality-around-world
https://www.dfc.gov/media/press-releases/w-gdp-dfc-target-additional-6-billion-investment-women
https://www.international.gc.ca/world-monde/issues_development-enjeux_developpement/priorities-priorites/policy-politique.aspx?lang=eng

intentionally and actively deploying capital towards investments that drive women’s economic
empowerment and improved outcomes on gender equality.?® Since 2018, FinDev Canada has signed
commitments totaling US$201 million, US$86 million of which went to enterprises engaged in financial
services.?® This is on top of Canada’s continued strategic use3® of grants and contributions, which now
include innovative financial and non-financial mechanisms such as repayable contributions, result-based
financing, technical assistance, and blended finance.

Private sector initiatives

Over the past decade, sustainable finance has come to the fore, defined as the integration of climate-
related and social finance with a holistic view of organizational viability within larger ecosystems.3*
Before this, negative perceptions from private sector investors plagued sustainable finance, for example,
thatimpact-related investments were primarily “greenwashing” endeavors or may not generate market-
level returns.3

In recent years, as the climate crisis has unfolded with increasing visibility and shocks from the COVID-
19 pandemic have thrown our unequal systems into the spotlight, private investors have begun to move
past these concerns and embrace the risk, return, and impact of investing in gender equality. As smaller
investment houses with more discretion over use of funds, high net worth individuals (HNWI) and family
offices have taken a great leap in gender lens investing.3® By leading the way, these flexible, dynamic
investors lower the market-level risk perception surrounding investing in gender equality and pave the
way for larger institutions to crowd in over time.

Private sector case study: Commercial banks

Building on decades of global momentum from microfinance institutions (MFls), a gradual movement
among commercial banks is growing, recognizing women as a formidable consumer bloc. As a result,
more banks have started designing and offering financial products and services specifically catering to
women.

Brazil’s Itau Unibanco, the largest private bank in Latin America, created /tau Mulher Empreendedora
(Itab Women Entrepreneurs Program) in 2013 to provide women entrepreneurs not only credit but also
business/financial training and access to networks. To date, more than 28,000 women entrepreneurs
have enrolled in the program, driving the bank’s diversity and inclusion profile upwards.

Similarly, Vietnam Prosperity Joint Stock Commercial Bank (VPBank) offers collateral-free loans to
women borrowers, recognizing that most women have low to no access to collateral, as well as non-
financial services that focus on mentoring, networking, and financial training.3> Within a year of the
program’s launch, VPBank has given loans to about 2,000 women totaling US$600 million, accounting
for 25% of its aggregate SME client portfolio.3®

8 FinDev Canada (2019), Gender Equality Strategy. Available here.

29 FinDev Canada (2021), 2020 Annual Report. Available here.

% Global Affairs Canada (2020), A Canadian Approach to Innovative Financing for Sustainable Development. Available here.

3t |International Capital Markets Association (2020), Sustainable Finance: High-level definitions. Available here.

32D. Broom (2022), What is sustainable finance and how it is changing the world. Available here.

33 Ramli, David and Chen, Lulu Yilun, “Wealthy Families Lead Charge into Gender Lens Investing in Asia,” Bloomberg, 13 July 2021. Available
here.

34 [tau Mulher Empreendedora program homepage. Available here.

35 Enterprise Development Agency, “Vietnam Prosperity Joint Stock Commercial Bank (VPBank) provides a comprehensive set of financial and
non-financial solutions for female-owned enterprises,” 2021. Available here.

3 International Finance Corporation, “Women Entrepreneurs in Vietnam Get a Fair Shot with Financing”, August 2018. Available here.
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https://www.findevcanada.ca/sites/default/files/2019-08/2019_137_gender_equality_strategy_en_final.pdf
https://www.findevcanada.ca/en/what-guides-us/annual-report-2020
https://www.international.gc.ca/world-monde/issues_development-enjeux_developpement/priorities-priorites/fiap_fsd-paif_fdd.aspx?lang=eng
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Sustainable-Finance-High-Level-Definitions-May-2020-051020.pdf
https://www.weforum.org/agenda/2022/01/what-is-sustainable-finance/
https://www.bloomberg.com/news/articles/2021-07-12/wealthy-families-lead-charge-into-gender-lens-investing-in-asia?leadSource=uverify%20wall
https://www.itaumeunegocio.com.br/trilhas-aprendizado/mulher-empreendedora
http://we.business.gov.vn/en-us/News-and-Events/News/vietnam-prosperity-joint-stock-commercial-bank-vpbank-provides-a-comprehensive-set-of-financial-and-non-financial-solutions-for-female-owned-enterprises
https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporate_site/news+and+events/news/impact-stories/vietnam-banking-on-women-entrepreneurs

Given the amount of resources committed and deployed to gender equality, both the public and private
sectors seem engaged in advancing the WEE agenda. To be sure, every new initiative points us in the
right direction. Nevertheless, the gender financing gap remains obstinately persistent; more than 1
billion women worldwide do not even use the financial system.3” After investments and innovations from
the public and private sectors, why does the gender financing gap remain? Why does it remain so large?

Existing Gaps in Gender Financing Initiatives and their Impact on Women'’s
Socio-Economic Outcomes

Despite record-high interest in sustainable finance and the success of women-focused lending programs,
gender-specific financial instruments with a few exceptions mostly remain outside the investing
mainstream. While the market has almost a decade’s worth of experience issuing gender bonds, in 2022,
less than 1% of all sustainable bond issuances listed gender as a priority objective.3® By contrast, a total
of US$269.5 billion in green bonds focused on climate and the environment were issued in 2020 alone.3
As of March 2020, only 13 gender-labeled bonds were listed globally“° with a cumulative issuance amount
of USs2.2 billion. While issuers of these bonds were predominantly banks such as National Australia
Bank, Canada Bank, and Thailand’s Bank of Ayudhya, one notable outlier was an impact enterprise:
Impact Investment Exchange, which issued five in a series of Women'’s Livelihood Bonds™ (WLB) totaling
over $128 million. Guarantee into the bond and investment into Women'’s Catalyst Fund (WCF, the
subordinated part of the bond structure) by several donors and DFIs (DFAT, KOICA, Sida, Taiwan ICDF
and US DFC) directly enabled the launch of the WLB series, providing a de-risking mechanism within the
bond structure that attracted more investment. Until gender-focused finance is considered as
mainstream as climate-focused finance, Donor Agencies and DFIs have an important role to play in
providing risk capital and catalyzing the gender investment field.

The disconnect from DFI gender commitments

Despite the Donor Agencies’ and DFIs’ stated commitments towards gender initiatives, we must
interpret their actions. In more than half of official development assistance (ODA) provided by 30 country
members of the Organisation for Economic Co-Operation and Development’'s (OECD) Development
Assistance Committee (DAC), only 4% of bilateral aid went to programs whose principal objectives were
gender equality.** OECD DAC country members’ share of ODA with a gender focus varies widely: Canada,
with its strong feminist international assistance policy, has the highest share of ODA focused on gender
equality — 90% — while the United States sits at around 20%.%

A 2020 survey conducted by the Center for Global Development of 21 leading multilateral and bilateral
DFls*3 revealed areas where DFls can further mainstream gender equality. While nearly all DFIs have
external gender strategies (almost all from the Global North), only half have set targets for measuring
strategy implementation. Only half of surveyed DFls use a gender score or qualitative factors in their
investment approval decision, despite many claiming to have already integrated gender considerations
into their investment processes. Finally, most DFIs do not publish gender-disaggregated data, do not
publish their respective targets for narrowing gaps or improving gender balance, nor do they verify the

3 International Finance Corporation, "Bridging the Gender Gap in Access to Finance.” Available here.

38 C. Morrison (2021), Gender Bonds Haven't Been a Big Hit Globally, but a Japanese Bank May Change That. Available here.

39 L. Jones (2021), Record $269.5bn green issuance for 2020: Late surge sees pandemic year pip 2019 total by $3bn. Available here.

4 FSD Africa and UN Women (2020), Viability of Gender Bonds in SSA: A Landscape Analysis and Feasibility Assessment. Available here.
4 N. Lee (2020), Still Less Than Half: Gender Focus in Development Finance. Available here.

42 OECD DAC Network on Gender Equality (2020), Aid Focussed on Gender Equality and Women'’s Empowerment. Available here.

43 N. Lee, M. O’'Donnell and K. Ross (2020), Gender Equity in Development Finance Survey. Available here.
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impact of their work with their ultimate client —-women and underserved communities of the Global
South.

Select women'’s inclusion indicators and why existing efforts are not enough

Until greater transparency, accountability, and financing are directed toward gender equality, women'’s
economic and social outcomes will continue to lag behind men’s. Working-age women are 25 percentage
points less likely“* to participate in the labor market than men. Among those who are gainfully employed,
women are on average compensated 20% less than men.*s By the time women retire, their retirement
balances are about 30%-40% lower than men'’s, resulting in 1/3 more women enduring poverty during
retirement than men.4®

As long as women and girls play second fiddle to men, everyone stands to lose. Were women to earn as
much as men, the total lifetime gain in human capital wealth would reach USs$172 trillion — or US$24,586
per capita.*” Were women entrepreneurs to achieve gender parity, as many as 433 million new jobs would
be created and an additional USs$2 trillion — or 2%-3% of global gross domestic product (GDP) —would be
generated.“® Were the proverbial glass ceiling that has long kept women from fully unleashing their
potential to be broken, 2.4 billion working-age women would enjoy equal economic rights and
opportunities*® to uplift not only themselves and their families, but their communities and countries as
well.

44 International Labour Organization (2022), The gender gap in employment: What's holding women back? Available here.

45 |bid.

46 S. Lane (2018), The scary facts behind the gender pension gap. Available here.

47Q. Wodon et al. (2020), How large is the gender dividend? Measuring selected impacts and costs of gender inequality. Available here.
48 Citi GPS (2022), Women Entrepreneurs: Catalyzing Growth, Innovation, and Equality. Available here.

49 World Bank Group (2022), Women, Business and the Law 2022. Available here.
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Challenges with the Current Landscape

The Global North-South Divide and its Impact on Gender

The emergence of dedicated bilateral DFIs and investment catalyzing Donor Agencies in the past
decade notwithstanding, the foundation of the existing ODA system has seen little change since the
1960s. Resource flows to the Global South intended to solve poverty and deprivation — including grants,
loans, export credits, and private investment — that continue to be defined and controlled by the Global
North. This overall lack of creative intent to reimagine the status quo has shaped the current state of
affairs between the Global North and the Global South, impacting development and gender outcomes
today.

Top-down and supply-driven approaches towards development

Until the adoption of the 2030 Agenda that laid the foundation of the SDGs, the design as well as the
ebb and flow of development aid has largely been supply-driven. Aid interventions, including the
policies, protocols and standards governing them, were often conceptualized in donor countries’
forums,s° far removed from recipient countries feeling their impact. Often, the complexity of these
interventions belies their failure to account for on-the-ground context and realities fully.

This disconnect between aid provider and receiver not only undermines the effectiveness of the
interventions but also can create resentment among recipient communities. This dynamic is an
enduring feature in many development initiatives that claim to prioritize women. In such cases, women
are given limited opportunities to inform the programming process and are expected to accept
whatever initiatives come their way.

Reliance on “experts” without deep sector understanding

Relatedly, the Global North’s overreliance on experts and consultants from its own countries in
formulating initiatives for the Global South has not yielded the intended impact. Far removed from
where the action is, subject matter experts hired by donor agencies and DFls, are often based in the
Global North, primarily getting their knowledge of the Global South’s complex issues through academic
papers and secondary research.

The resulting initiatives, which appear out-of-touch to the lived realities of recipients, leaves both
funders and recipients frustrated. The former feel that public resources are not used utilized efficiently
and effectively, while the latter — especially women and girls in the Global South — fail to see meaningful
change in their lives.

To be sure, while the Global South has suffered from some misquided approaches to development, we
must recognize the profound achievements within the region as a result of prior broad development
work against hunger, inequality, and poverty. In real terms, ODA flows from developed to developing
countries increased by 66% to US$135 billion between 2000 and 2014, during the period of the MDGs.5*
In 2015, the portion of the population in developing countries living in extreme poverty had dropped to
14% from nearly 50% in 1990: an incredible and uplifting global milestone.

5° M. Anderson, D. Brown and I. Jean (2012), Time to Listen: Hearing People on the Receiving End of International Aid. Available here.
5t United Nations (2015), The Millennium Development Goals Report 2015. Available here.
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Yet even the UN conceded that, despite the achievements reached through the MDG framework,
progress has been uneven at best. In 2015, when the MDGs came to an end, 8oo million people still lived
in extreme poverty and suffered from hunger worldwide. Sizeable gaps remain between the richest and
poorest households. Climate change remains an existential threat, especially across the Global South
where resources are threatened and infrastructure is not climate resilient. Finally, women continue to
face significant disadvantages in participating in the labor market, frequently restricted from owning
and utilizing economic assets, or taking part in public and private decision-making.

Challenges Confronting the Gender Financing Space

The goal of the SDGs was to usher in a new epoch for genuine advancement of gender equality. The
documented inclusiveness of the entire process defining the goals, as well as the recognition that prior
development frameworks had been inadequate to bring about transformative change, raised hopes
that this time would be different. However, more than eight years into the SDGs, achieving gender
parity remains out of reach for billions of women around the world, especially those in the Global
South. The development community faces a range of obstacles to getting the capital we need to reach
SDG 5: Gender Equality, collectively, by 2030.

While gender mainstreaming practices are becoming more commonplace, we cannot overstate the
urgency of translating experiences and voices from the ground into a comprehensive, collaborative, and
evolving approach. As illustrated in Figure 1 below, most challenges observed in the ecosystem arise
from working in silos, and lack of dialogic exchange that can reap dramatic results for internal
capacities and expertise of working groups and achievement of project outcomes.

Figure 1 Challenges confronting the gender financing space

Narrow and
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Weak coordination
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investment teams
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Failure to listen
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Lack of finance expertise among gender practitioners

How can effective and impactful gender financing programs be designed or implemented if those behind
them do not understand the complexities of the relationship between gender equality and finance?

One challenge faced by the gender financing space is the training of available specialists. Many gender
specialists come from a traditional development or philanthropic background in which project funding is
provided in the form of risk-free grants. Only a few come from a hard finance background.

On the one hand, development initiatives often do not harness the full potential of finance, and spend
donor funds inefficiently and ineffectively. On the other hand, without practitioners well-versed in the
language of finance and of impact, financial markets have taken simply too long to embrace gender
financing. For example, since the launch of gender lens investing (GLI) in 2009, a dizzying multitude of
papers and frameworks has emerged, competing for the attention and financial backing of DFIs, Donor
Agencies and the private sector. Yet more than a decade in, GLI remains a novelty in capital markets,
attracting only token investments that may satisfy ESG checklists but are well below the levels that could
create a sea change in gender financing.>?

Siloed approach among gender and investment teams

Another area of improvement for DFls and Donor Agencies is the coordination between their gender and
investment teams, as most DFIs have different teams working separately on gender and investment
initiatives. As a result, many programs operate in silos, appearing to lack an integrated approach. Such
programs usually focus on a particular sliver of the gender financing value chain. A narrow focus that does
not consider the complex interactions of a larger system will have narrow outcomes. A more holistic
approach would work cross-functionally, across teams and the financial value chain, accounting for the
entire gamut of ecosystem players, leveraging their respective strengths, and imagining how their
interactions can create higher value for everyone.

Limited ambition with GLI frameworks

Even today, investors remain skeptical about the value of investing in gender-focused financial
instruments. Some rely on age-old misconceptions about impact investing, (that applying a GLI
framework precludes pursuing financial returns. Others make rational assessments of the current market
size, and avoid applying a GLI framework due to the limited number of opportunities available in the
impact investment pipeline. There is constant pressure on investment decision-makers to prioritize
larger short-term gains, which GLI-backed investments have failed to demonstrate so far. Among the 10
East and Southeast Asian gender-specific investment vehicles launched since 2017, only eight have
publicly-available data on financial returns, and all of which showed negative or benchmark one-year
returns.>

Until recently, many gender financing frameworks did not address the link between risk, return, and
impact, much less the traditional interplay between risk and return on which private investors fixate.
Mainstream investors often look for “conforming assets,” investment vehicles that perform like and
share the risk profile of similar investments. Any non-conforming investment is easily dismissed as “too

52 Common Fund for Commodities (2018) Gender lens impact investing: a catalyst for change in commodity value chains. Available here.
53 Sasakawa Peace Foundation, Catalyst at Large and Sagana (2019), Gender Lens Investing Landscape — East and Southeast Asia. Available
here.
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risky” and therefore not worth assessing.5* Capital preservation>s remains the name of the game. While
achieving impact is celebrated as an aspirational objective, when push comes to shove, recouping
investment and generating financial returns tend to remain top priority.

Failure to listen to women’s voices

While awareness is growing of the need for women to have seats at the table, prevailing gender norms
continue to portray women from Global South as passive “beneficiaries of aid” incapable of agency and
unequipped to scale change.® Financial inclusion programs may assume that simple gender-specific
tweaks to existing methods will suffice, even if those methods were designed without women
beneficiaries in mind.

Thus, neglecting the pervasiveness of gender norms in designing programs and products, along with data
collected from direct beneficiaries, can lead to sub-par outcomes. An International Labor Organization
(ILO)-funded training and loan guarantee program in Uganda® only reinforced differences in business
outcomes between male and female micro entrepreneurs, as it overlooked factors that prevented
women from successfully managing a business. These included family pressures typecasting women as
needing to prioritize household welfare over business results. Viewed as a whole, these challenges
hamper meaningful progress in closing the gender financing gap. There is ample room for improvement
for funders to deploy programs that not only catalyze private sector funding into GLI-backed financial
instruments, but also generate genuine, transformative impact.

s4J. Emerson (2011), Risk, Return and Impact: Understanding Diversification and Performance Within an Impact Investing Portfolio. Available
here.

55S. Eckert (2015), Risk return...and impact? Current attitudes of selected German investors towards Social Impact Investing. Available here.

s6 C. Zinn and K. Anderson (2019), No Straight Lines: A FRIDA Resource for INGOs and Donors Supporting Young Feminist Organisers.
Available here.

57 N. Fiala (2015), Access to Finance and Enterprise Growth: Evidence from an experiment in Uganda. Available here.
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As illustrated in Figure 2 below, the movement for making finance work for the 99% possesses
transformational gains for economic output in developing countries of Global South. When collaborative
approaches account for voices of women for decision making, the movement creates ripple effects in the
way institutions function, policy is devised, and standards of living are impacted. Without deliberate
attempts at holding the financial system accountable, we miss out on the immense potential of women
as catalysts of change at an individual, household, and community level. Further, as programs continue
to be implemented in silos and fail to meet larger sustainable outcomes, we are at risk of draining
financial and non-financial resources such as time and human capital.

Creating genuine impact will require changemakers to be mindful not only of who is involved in the
investment decision-making process, but also of how effectively outcomes can be achieved for
communities at the last mile through collaboration with other ecosystem players.

Figure 2 What society misses out on when those who make decisions keep ignoring voices of women and underserved
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The Way Forward

What Can Be Done to Make Finance Work for Women and the Underserved?

In this decade of action, the world seems to be inching closer to achieving gender parity. Yet women and
girls in the Global South continue to be denied of equal rights, opportunities, and outcomes as men. It
does not have to remain this way. Pathways toward genuine gender parity exist, if those who hold sway
are courageous enough to take those first steps.

The countries least responsible for inducing climate change are most exposed to its harmful effects. As
these countries face a higher incidence of extreme weather events, the burden on women will increase.
By acknowledging the benefits of what women bring to the table, as leaders, powerful organizersin times
of crisis, and resourceful solution holders,5® we can close these gaps and accelerate inclusive action to
address the climate crisis. As illustrated in Figure 3 below, prioritizing a bottom-up approach to
development ensures that interventions are rooted in ground realities, making them more effective in
drawing participation from local communities and meeting intended outcomes for users and providers
of capital.

Figure 3 How listening to women can strengthen links between gender financing and impact on the ground
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8 One earth, Why women are key to solving the climate crisis. Available here.
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Prioritizing bottom-up approaches to development

To start, we must re-examine the Global North-South development dynamic: in particular, how top-
down approaches to ODA programming and resource flows have repeatedly come up short of delivering
the expected results. Program success will remain out of reach unless the Global North is willing to adopt
bottom-up approaches heavily informed and influenced by the Global South’s collective experience and
wisdom.

What does adopting a bottom-up approach entail? Designing, planning, and financing decisions that
recognize local realities, as well as assessing the specific needs of and the potential impact on those who
will benefit from these interventions:*® namely, women, girls, and gender minorities. Funders should also
refrain from repurposing and reimposing overused narratives about the Global South. Instead, funders
should view each engagement with a fresh lens, gathering, measuring and analyzing data from the
grassroots. We must devise ways not only to overcome the physical and societal barriers that prevent
women’s voices from being heard, but also to ensure that impact is generated for and felt by those in the
bottom of the pyramid. Finally, the Global South should be given opportunities to lead the
implementation and management of gender-focused interventions, leveraging their first-hand
knowledge of what works and also building momentum for home-grown solutions.

By providing women a platform to define and communicate exactly what they need, their narratives and
roles are transformed, i.e., they become fully empowered agents and drivers of change rather than
beneficiaries and recipients of aid.®

Enabling women'’s voices to be heard

Listening to women'’s voices on the ground has not been common practice, implying an under
appreciation for their real value. And until recently, active listening exercises have been prohibitively
expensive at scale due to demanding logistical requirements.

When women’s voices are not heard, their ability to exercise personal agency is undermined. In a
development context, excluding women’s voices leaves the door ajar for “impact-washing”: marketing a
product, service or investment as having positive social and environmental impact to trigger a favorable
action when, upon closer look, the impact claim can neither be measured nor verified.®* According to the
Global Impact Investing Network’s 2020 Annual Impact Investor Survey, investors cite impact-washing
as the greatest challenge the impact investing market will face in the next five years.®?

To overcome this hurdle, designers of gender investing initiatives are encouraged to incorporate digital
solutions® that allow for cost-effective identification, engagement, and frequent monitoring of women
across the entire value chain. The same digital solutions should also take the situation on the ground,
e.g., these can also be used to educate women and improve literacy across multiple learning areas,
further magnifying the impact footprint. With improved transparency, the link between gender financing
and the profound impact such generates for women is also strengthened and better articulated.

59 United Nations Capital Development Fund (2021), Financing sustainable women’s economic empowerment in the least developed countries.
Available here.

60 G. Sabharwal (1999), From the Margin to the Mainstream — Microfinance Programmes and Women’s Empowerment: The Bangladesh
Experience. Available here.

611SO (2021), Impact Washing: What Is It and How To Spot It. Available here.

62 Global Impact Investing Network (2020), Annual Impact Investor Survey 2020. Available here.

831X Values (2022), Frequently Asked Questions. Available here.
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Merely listening to women, however, is not enough. For women to be able to speak truth to power, we
must recognize how gender norms have not only suppressed women’s voices but also patronized them.
Local context should be actively incorporated into gender-specific initiatives, in the best scenario,
actively integrating people from the impacted communities into every stage of the design and
implementation. Doing so establishes project ownership and accountability while, at the same time,
signals to the community that those managing the initiatives are sensitive to the reality on the ground.

Embracing an ecosystem mindset

Women are but only one part of the equation. But this should form part of a broader push to embrace an
ecosystem approach that looks at both the demand for and supply of capital, including fostering an
environment that fosters value-adding interactions among ecosystem players.

On the demand side, we must equip capital users with the knowledge and skills, as well as connections
to supply and value chains, that enable them to effectively absorb and deploy capital. These interventions
must be needs-based, informed by the specific requirements of the people on the receiving end.
Consequently, these interventions not only increase their long-term commercial and financial viability
but also help scale their impact.

Onthe supply side, capital providers need to be made aware of GLI-backed investment opportunities and
financial instruments, well as the triple bottom line they will derive from investing in these. Impact and
financial returns are not mutually exclusive but rather, mutually-reinforcing.

Crafting more inclusive and relevant GLI strategies

Truly empowering women requires a holistic and integrated view of risk, return, and impact; this dynamic
must be reflected in any widely used GLI framework. Pursuing genuine gender diversity in organizations
and across the value chain requires viewing women as both users of economic resources and leaders
capable of managing human, economic, financial, and social capital.

To counteract a rather narrow interpretation of GLI often observed among funds,® GLI frameworks must
also be more inclusive. They must support a broader definition of diversity, equality, and inclusion that
goes beyond gender.

Persistent discrimination experienced by women is not only a gender issue but also cuts across climate,
race, socioeconomic class, sexuval orientation, and disability,®> among others. An intersectional GLI
framework not only expands the potential pipeline of investment-ready targets but also helps lower
portfolio risk through diversification.

Forging deeper ties between DFIs and the private sector via innovative finance

To assuage private investors’ concerns regarding financial risk of gender investments, DFIs are urged to
take on more risk, and expand their impact into the private sector. As mentioned earlier, DFls tend to
adopt a conservative approach in deploying capital, as they handle public financial resources and thus
hold a high bar of accountability. That said, DFls and Donor Agencies have developed an assortment of
de-risking mechanisms (financial and non-financial) that have mobilized over the past decade to catalyze

% Value for Women (2021), Catalysing Equality: How Venture Capital, Private Equity Fund Managers and Impact Investors are Applying a
Gender Lens in Latin America and the Caribbean. Available here.
65 Gender & Development Network (2017), Intersectionality: Reflections from the Gender & Development Network. Available here.
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private sector investments into SDG-related initiatives. How fast the sector grows can be a function of
DFls’ willingness to embrace more risk.

Thankfully, public-private sector collaboration is not new. Early work on blended finance, or the use of
catalytic capital from DFls to increase private sector investment, has been instrumental in enabling the
boom in financing climate-related projects. The time has come to apply that level of collaboration to
achieve the same scale in gender financing. There is plenty of room to grow: between 2018 and 2020,
only 10% of blended finance deals employed an intentional investment approach that prioritizes
women.%®

6 Convergence (2021), The State of Blended Finance 2021. Available here.
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Conclusion

The road to gender equality has been paved with good intentions. For the women, girls, and gender
minorities who have been left behind, good is not good enough.®” The glass will remain half-full if the
gender financing movement continues with the status quo, each piecemeal initiative amounting to
incremental droplets that never fill the entire glass.

Tearing down the barriers that have prevented women, girls, and gender minorities from having an equal
voice and opportunity to advance themselves requires much more than funding commitments and
thought leadership pieces. To achieve the transformative change the Global South has been yearning for,
bold goals must be backed by equally courageous leadership and inspired action that put women and girls
front and center of every conversation. Through bottom-up and inclusive approaches that harness the
ability of finance and the capital markets to do good, it can be done.

67 B. Shore, D. Hammond and A. Celep (2013), When Good is Not Good Enough. Available here.
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