INTRODUCTION

Microcredit has long been promoted as a tool of financial inclusion,
poverty alleviation, and empowerment. However, its trajectory in the
Global South reveals a more complex story of commercialisation, over-
indebtedness, and disconnection from developmental goals. The climate
crisis further deepens the vulnerabilities of borrowers and lenders, raising
questions about whether the current form of legally structured credit can
effectively support adaptation and mitigation. Microcredit is facing
scrutiny for its limited capacity to address systemic vulnerabilities,
especially under climate change.

This research re-examines microcredit through the lens of climate justice
and credit justice, exploring how financial inclusion intersects with
environmental resilience and legal frameworks. The key contribution is to
map existing knowledge, expose its limits, and outline directions for an
agenda that connects microcredit to climate justice in law and practice.

RESEARCH QUESTIONS

1.What does the existing literature reveal about the intersections of
financial inclusion, microcredit, and climate change, and what lessons
and knowledge gaps emerge for the future of climate finance law, policy
and practice?

2.How does microcredit interact with climate finance and justice
frameworks in the Global South?

3.What legal and policy gaps undermine the capacity of microcredit to
support climate adaptation and mitigation?

4.How can microcredit be redesigned to contribute to equitable and
sustainable climate finance systems?

METHODOLOGY

A systematic literature review was conducted. The search used the keywords
“climate finance,” “microcredit,” and “justice.” In total, 129 studies met the
inclusion criteria and were included in the final review: 33 were sourced from
scholarly databases, and 96 were obtained from Google Scholar, citation
tracking, and other sources (See Diagram below).

Using the selected records, the review synthesises scholarship on
microcredit, climate finance, and justice to interrogate how law and political
economy structure access, allocate risk, and distribute accountability in
climate-vulnerable financial systems. The review traces microcredit’s
evolution from early roots (15th century and colonial Africa), through the
Grameen model (1970s onward), neoliberal crises (1990s-2010s), to its role
in the post-2015 climate era. . It integrates literature from law, economics,
and environmental studies, engaging with Critical Legal Studies, TWAIL, and
feminist legal theory to interrogate dominant financial narratives and their
socio-ecological consequences.

Fig. 1-3 (Literature Review Search Results Summary)
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ANALYSIS

The findings reveal that microcredit often reinforces neoliberal and colonial
logics within climate finance. Its current design prioritises individual
responsibility and market efficiency, sidelining structural injustices. In this
regard, there is a need to explore, redesign and test emerging alternatives, such
as Climate Just Credit Theory, which could better advocate for decolonial,
legally grounded frameworks that integrate social, ecological, and distributive
justice principles.

CONCLUSIONS

Key Lessons and Reflections

The review reveals three central lessons: (a) microcredit succeeds when
grounded in social objectives, solidarity, and collective empowerment, but fails
under commercialisation, neoliberalism, and patriarchy; (b) climate microcredit
requires more than conventional consumer protection models, it needs an
integrated legal-technical framework embedding climate justice into contracts,
regulation, and financial technologies; and (c) despite extensive critical
scholarship on microcredit, no coherent legal-theoretical model yet links credit
systems with ecological sustainability and distributive equity.

Gaps in knowledge and research needs

Several knowledge gaps remain: (a) the absence of a robust legal-theoretical
framework linking climate finance, microcredit, and justice aspirations; (b) limited
scholarship on the legal dimensions of community access to climate finance; (c)
underexplored impacts of digital credit, high interest rates, over-indebtedness,
and surveillance; and (d) the need for a holistic framework to ensure equitable
access through alternative credit models. Scholarship has yet to systematically
address how climate finance can reach communities at the micro level, how
digital microcredit systems reshape power relations, and how alternative
solidarity-based models might transform financial access. Future research should
explore comparative legal reforms, the role of central banks and development
finance institutions, and the potential of technology to be harnessed for the
benefit of justice rather than exclusion.
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