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Abstract:
Sustainable development policies aim to balance economic growth, social inclusion, and
environmental protection, yet their distributional impacts are uneven. This article
examines how sustainable development strategies can reduce—or unintentionally
reinforce—socioeconomic inequality, with a focus on Pakistan'’s governance and service-
delivery realities. We synthesize literature on “inclusive green growth,” social protection,
fiscal equity, and universal basic services to explain the mechanisms linking sustainability
reforms to inequality outcomes. The analysis highlights five core pathways: (i) fiscal
design (who pays and who benefits), (ii) access to quality services (education, health,
water, energy), (iii) labor-market transitions (green jobs versus job losses), (iv) spatial and
climate vulnerability (urban—rural and disaster exposure), and (v) institutional capacity
and accountability (targeting, leakage, and citizen trust). We propose a practical policy
package for Pakistan centered on progressive, efficiency-enhancing revenue reforms;
adaptive, shock-responsive social protection; investments in universal services; and a “just
transition” framework to protect workers and regions affected by decarbonization and
climate adaptation measures. The article concludes that sustainability and equity goals
can be mutually reinforcing when distributional analysis is embedded into policy design,
budgeting, and implementation monitoring.
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Introduction:

Sustainable development has become a central policy frame for countries seeking long-term
prosperity without ecological collapse. However, sustainability reforms do not automatically
produce fair outcomes. Policies such as energy price adjustments, carbon regulation, and
resource conservation can impose short-term costs on households and workers—especially
where poverty, informality, and regional disparities are already deep. At the same time,
sustainability investments—clean energy, resilient infrastructure, universal services, and social
protection—can reduce inequality by expanding opportunitics and protecting vulnerable groups
from shocks.
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In Pakistan, the inequality question is particularly important because socioeconomic gaps often
overlap with geography (urban—rural), gender, informality, and climate exposure. Floods,
heatwaves, water stress, and air pollution mtensify disadvantages for households with weak
housing, limited savings, and poor access to quality services. This makes “distributional
sustainability” essential: policies must be designed so that environmental progress does not
come at the expense of the poor, and social inclusion does not ignore ecological limits.

This article presents an analytical framework for aligning sustanable development with
mnequality reduction. It organizes policy choices into five pillars, connecting implementation
pathways to measurable equity outcomes.

Conceptual Linkages—How Sustainability Policies Shape Inequality

Sustainability  policies influence  socioeconomic  inequality  primarity  through  their
distributional incidence, that is, how costs and benefits are allocated across different social
groups. Policy instruments such as energy price reforms, carbon taxes, or subsidy
rationalization can disproportionately affect low-income households if they increase the cost of
basic necessities like electricity, fuel, or transport. In contexts where poor households spend a
larger share of their income on energy and food, such reforms—when implemented without
compensatory mechanisms—can exacerbate inequality and social exclusion. Conversely, when
fiscal savings from subsidy reforms or environmental taxation are transparently redirected
toward targeted cash transfers, social protection programs, or public service improvements,
sustainability policies can reduce inequality by improving the welfare of disadvantaged groups.
The equity impact therefore depends less on the reform itself and more on how revenues and
savings are recycled within the broader policy framework.

From a capabilities approach, sustainable development enhances equity not merely by
increasing aggregate economic output, but by expanding individuals’ substantive freedoms and
opportunities. Investments in quality education, accessible healthcare, clean drinking water,
sanitation, safe housing, and reliable public transport strengthen human capabilities and reduce
structural disadvantages. These investments are particularly important for marginalized
populations whose life chances are constrained by poor service access rather than income
alone. Sustamability policies that prioritize human development outcomes—such as reducing
pollution-related health risks or ensuring affordable energy access—can thus generate long-
term reductions in inequality by improving productivity, resilience, and social mobility across
generations.

Policy sequencing plays a critical role in determining whether sustainability reforms are
perceived as inclusive or regressive. Equity-sensitive sequencing involves introducing social
protection measures, public transport alternatives, or energy-efficient mfrastructure before
implementing cost-increasing reforms such as fuel price adjustments. For example, expanding
cash transfer coverage, improving urban transport systems, or subsidizing clean cooking
solutions prior to energy reforms can cushion vulnerable households from short-term shocks.
Poor sequencing, by contrast, can trigger public resistance, welfare losses, and political
mstability, undermining both sustainability and equity objectives. Effective sequencing aligns
economic, social, and environmental policies over time to ensure that vulnerable groups are
protected during transitions.

Finally, sustainability policies interact with multi-dimensional forms of inequality that
extend beyond income disparities. Environmental degradation and climate change often impose
disproportionate burdens on low-income communities through higher exposure to air and water
pollution, greater vulnerability to floods and heatwaves, and weaker adaptive capacity.
Inequality is also reinforced through unequal voice and participation in decision-making
processes, where margnalized groups have limited influence over development priorities and
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resource allocation. Furthermore, unequal access to justice, regulatory protection, and public
services can prevent disadvantaged populations from benefiting fully from sustainability
mitiatives.  Addressing these overlapping dimensions requires integrated governance
approaches that combine environmental regulation with social inclusion, participatory
decision-making, and rights-based service delivery.

Fiscal and Budget Design—Financing Sustainability Without Burdening the Poor

Fiscal and budgetary design is central to determining whether sustainability policies advance
social equity or intensify socioeconomic inequality. Progressive revenue options provide a
viable pathway for fmancng sustainable development while protecting low-income
households. Strengthening direct taxation—particularly personal income taxes, property taxes,
and wealth-linked instruments—can mobilize domestic resources more equitably than reliance
on mdirect consumption taxes, which tend to be regressive. Improved tax administration,
digitalization of tax systems, and efforts to expand the tax base through better compliance can
increase fiscal space without raising the cost of basic goods for the poor. When sustainability
mvestments are financed through progressive revenue sources, the distributive burden shifts
toward higher-income groups with greater capacity to pay, reinforcing both efficiency and
equity.

Subsidy reform is another critical fiscal lever, but it must be approached cautiously to avoid
adverse welfare effects. In many developing economies, including Pakistan, blanket energy and
commodity subsidies disproportionately benefit higher-income households due to their greater
consumption levels. Replacing such universal subsidies with targeted cash transfers, lifeline
tariffs, or subsidized access to essential services allows governments to protect vulnerable
groups while reducing fiscal leakage. This transition represents a shift from price-based
support—which  often distorts markets—to human-development-oriented spending that
improves health, education, and resilience outcomes. When accompanied by transparent
communication and adequate compensation mechanisms, subsidy reform can free resources for
sustainability investments without increasing poverty or inequality.

Green budgeting frameworks further strengthen the equity orientation of fiscal policy by
systematically —itegrating environmental and social objectives to public financial
management. Tagging climate- and sustainability-related expenditures within national and
subnational budgets enhances transparency and enables policymakers to assess not only
environmental effectiveness but also distributional impacts. By evaluatng who benefits from
green spending and who bears the costs, governments can prioritize pro-poor investments such
as climate-resilient infrastructure, clean energy access, and disaster risk reduction in vulnerable
communities. Green budgeting also supports accountability by linking sustainability goals to
measurable outcomes within the budget cycle.

Finally, the success of fiscally financed sustainability initiatives depends heavily on local
government capacity, as many core investments—water supply, sanitation, solid waste
management, urban transport, and local climate adaptation—are implemented at the
subnational level. Effective decentralization requires predictable mtergovernmental transfers,
adequate fiscal autonomy, and strengthened technical and administrative capacity within local
governments. Without these conditions, sustainability spending risks iefficiency, uneven
regional outcomes, and elite capture. Strengthening local accountability mechanisms and
service-delivery systems is therefore essential to ensure that sustainability financing translates
into tangble, equitable improvements in living conditions.

Social Protection and Universal Services—Building Equity Into Sustainability

Social protection systems and universal public services are foundational to aligning sustamnable
development with equity objectives, particularly in contexts characterized by economic
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volatility and climate wulnerability. Shock-responsive safety nets play a critical role i
preventing temporary crises from translating into long-term poverty and mequality. Climate-
induced disasters, inflationary pressures, and economic downturns disproportionately affect
low-income households with Lmited savings and insurance mechanisms. Scalable cash transfer
programs, supported by digital identification and payment systems, enable governments to
rapidly expand coverage and adjust benefit levels in response to shocks. When targeting
mechanisms are frequentty updated and integrated with early-warning systems, social
protection can act as an automatic stabilizer, preserving consumption, protecting livelihoods,
and preventing reversals n human development gains.

Beyond short-term protection, universal basic services (UBS) provide a more reliable and
sustainable pathway to inequality reduction. Public investment in primary healthcare, quality
education, clean drinking water, sanitation, and affordable public transport reduces disparities
by lowering the cost of essential services and expanding access for margnalized populations.
Unlike narrowly targeted or temporary programs, universal services generate broad-based
benefits, strengthen social cohesion, and reduce stigma while addressing structural mnequalities.
From a sustaiability perspective, investments in preventive healthcare, safe water systems,
and mass transit also produce long-term environmental and fiscal dividends by lowering future
costs associated with disease, congestion, and pollution.

Human capital protection is central to intergenerational equity within sustainable
development frameworks. Inequality becomes entrenched when children experience
malnutrition, learning disruptions, or untreated health conditions during periods of crisis.
Protecting child nutrition, early childhood development, and continuous schooling—especially
during climate shocks and economic stress—ensures that short-term disruptions do not
permanently impair lfe chances. By safeguarding mvestments in children’s health and
education, sustainability policies contribute to long-run productivity, social mobility, and
resilience, reinforcing the intergenerational fairness that lies at the heart of sustainable
development.

Finally, sustamability and equity are closely linked through gendered dimensions of care and
time wuse. Women disproportionately bear unpaid care responsibilities, including water
collection, childcare, elder care, and household management, particularly in resource-
constrained environments. Policies that improve access to clean water, sanitation, safe public
transport, and affordable childcare directly reduce women’s time poverty and exposure to risk.
These interventions enable greater female labor force participation, enhance household
resilience, and contribute to more inclusive economic growth. Addressing care burdens is
therefore not only a gender equity concern but also a core sustainability strategy with
economy-wide benefits.

Labor Markets, Green Jobs, and the “Just Transition”

Labor market dynamics are a critical channel through which sustainability policies affect
socioeconomic inequality, making employment outcomes central to any inclusive development
strategy. Green job creation offers significant potential to generate employment while
advancing environmental objectives, particularly in sectors such as renewable energy, energy-
efficient building retrofits, climate-smart agriculture, sustainable transport, and waste
management. These sectors can absorb a wide range of skill levels and generate local
employment, but therr equity impact depends on addressing barriers related to skills, access to
finance, and market entry. Without targeted training programs, credit facilities, and supportive
mndustrial policies, green growth may disproportionately benefit already advantaged workers
and firms, limiting its capacity to reduce inequality.
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At the same time, sustainability transitions carry significant adjustment risks.
Decarbonization and environmental regulation may reduce employment i carbon-intensive
industries or fossil-fuel-linked value chains, with concentrated effects in specific regions or
communities. If affected workers lack access to retraining, income support, or alternative
employment opportunities, these transitions can widen regional disparities and fuel social
discontent. A “just transition” framework seeks to mitigate such risks by combining active
labor market policies, reskilling programs, relocation assistance, and place-based development
strategies that diversify local economies. Ensuring that workers and communities are supported
during structural change is essential for maintaining both equity and political legitimacy.

The prevalence of informal employment presents an additional challenge for inclusive
sustainability in Pakistan and similar developing economies. A large share of workers operate
outside formal labor regulations and social msurance systems, making them particularly
vulnerable to economic and environmental shocks. Sustainability policies that focus solely on
formal sectors risk excluding informal workers and microenterprises from emerging green
opportunities. Inclusive approaches require expanding access to microcredit, business
development services, skills training, and simplified regulatory and tax regimes that lower the
cost of formalization. Integrating informal workers into green value chains can enhance
productivity while reducing vulnerability and mequality.

Fially, aligning sustainability strategies with technical and vocational education and
training (TVET) systems is essential for translating environmental investments into upward
social mobility. Skills mismatches can prevent local workers from accessing new green jobs,
leading to labor shortages alongside unemployment. TVET programs that are responsive to
labor market demand, developed in collaboration with industry, and accessible to
disadvantaged groups can help ensure that sustainability transitions create inclusive
employment pathways. When skill development is embedded within sustainability planning,
green growth becomes a mechanism for social inclusion rather than a source of new exclusion.
Spatial Inequality, Climate Vulnerability, and Governance

Spatial mequality is a defining feature of how sustamability and socioeconomic disparities
mtersect, particularly in countries exposed to climate risks and uneven development patterns.
Geographic targeting is essential because climate change impacts are not evenly distributed
across regions. Flood-prone riverine areas, heat-stressed urban zones, arid and water-scarce
regions, and environmentally degraded peri-urban settlements face distinct and compounding
vulnerabilities. Place-based adaptation strategies—such as climate-resilient housing, improved
drainage and flood management systems, early-warning mechanisms, and strengthened local
health preparedness—are therefore critical for protecting livelhoods and preventing climate
shocks from deepening regional inequality. Uniform, nationwide policy approaches risk
overlooking localized risks and can exacerbate existing disparities.

In rapidly urbanizing contexts, urban inequality and environmental stress are tightly
mterconnected. Poor air quality, mnadequate public transport, and substandard housing
conditions disproportionately affect low-income urban populations, increasing health risks and
reducing labor productivity. Environmental policies in cities—such as investments in clean
public transport, improved waste management, green spaces, and pollution control—function
simultaneously as social policies by improving living conditions for margalized residents.
Addressing urban environmental degradation is thus central to reducing health mnequalities,
enhancing economic participation, and improving overall quality oflife in cities.

Effective sustainability and equity outcomes also depend on institutional trust and
governance quality. Weak monitoring systems, fiscal leakage, and elite capture can undermine
the effectiveness of sustainability investments, eroding public confidence and limiting benefits
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for mtended beneficiaries. Transparent procurement processes, open access to budgetary and
project data, and mechanisms for citizen participation and feedback enhance accountability and
reduce corruption risks. Strong institutions enable more efficient service delivery and ensure
that resources reach wulnerable populations, reinforcing the legitimacy of sustainability
reforms.

Finally, embedding equity metrics within monitoring and evaluation frameworks is
essential for adaptive policymaking. Tracking progress using disaggregated ndicators—by
income group, gender, geographic location, and vulnerability profile—allows governments to
identify unintended distributional effects and correct course early. Equity-sensitive monitoring
ensures that sustainability policies do not merely achieve aggregate environmental targets but
also contrbute to inclusive development outcomes. By integrating spatial analysis and
governance reforms, sustamability strategies can more effectively address the unequal social
and geographic dimensions of climate risk and development.

Energy Transition and Its Impact on Vulnerable Populations

Energy Poverty

Energy poverty refers to the condition in which households are unable to afford sufficient
energy to meet their basic needs, such as heating, lighting, and cooking. In many developing
countries like Pakistan, low-income populations face significant energy access challenges. The
shift toward renewable energy sources—solar, wind, and hydropower—presents an opportunity
to address energy poverty. However, this transition must be inclusive, ensuring that vulnerable
groups are not left behind due to the mitial costs of renewable energy mfrastructure. For
example, installing solar panels in rural areas may mitially be out of reach for low-income
families unless policies are in place to support these communities in accessing affordable
energy solutions. Without targeted support, the energy transition risks exacerbating existing
mequalities, as the most economically vulnerable populations may continue to rely on costly or
environmentally harmful energy sources.

Affordable Renewable Energy

The investment in renewable energy infrastructure has the potential to significantly reduce
energy costs in the long run, especially for low-income households. Solar power, for instance,
has become increasingly affordable due to technological advancements and economies of scale.
By providing subsidies, low-interest loans, and incentives for clean energy installations like
solar panels, governments can lower the financial barriers for wulnerable populations.
Community-based renewable energy projects, such as cooperative wind farms or shared solar
energy grids, can provide access to clean energy in rural and underserved urban areas. These
mitiatives not only help in reducing energy bills but also create local jobs in the renewable
energy sector, contributing to a more inclusive economic recovery. However, for these
solutions to be effective, proper financial mechanisms must be in place to support the
transition, including training for local technicians and incentivizing businesses to invest in
green infrastructure.

Financing the Energy Transition

For the energy transition to benefit vulnerable populations, financing mechanisms must be
designed in a way that ensures fairness. Direct investments in clean energy infrastructure may
be prohibitively expensive for low-income households without government subsidies or access
to green financing. Public subsidies can play a pivotal role in reducing the upfront costs of
renewable energy technology, such as solar panels or energy-eflicient appliances, thereby
enabling poorer households to participate in the green transition. Additionally, governments
can provide targeted financial support through microcredit programs or low-interest loans for
energy upgrades, ensuring that low-income groups can still access the benefits of green energy
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without financial strain. Green bonds and climate financing can also be used to fund renewable
energy projects while providing financial returns, making green energy projects more attractive
to private investors and banks.

Global Commitments and Local Realities

International climate agreements, such as the Paris Agreement, place significant emphasis on
reducing carbon emissions and transitioning to cleaner energy sources. However, the
mplementation of these global commitments must consider the unique economic conditions
and challenges faced by developing countries. While global agreements push for ambitious
goals, it is crucial to recognize that many developing nations—Ilike Pakistan—have pre-
existing socio-economic issues such as poverty, limited infrastructure, and high dependency on
fossil fuels. Transitioning to renewable energy in these contexts may lead to temporary
disruptions or increases in energy costs if not carefully managed. Therefore, international
climate commitments should be coupled with financial mechanisms and technical assistance
tailored to the specific needs of vulnerable populations. This could include mechanisms like
climate justice funds to ensure that the costs of transitioning to a green economy do not
disproportionately fall on margnalized communities, and that they have access to the
necessary tools, technology, and financial support.

The key to a successful energy transition lies in making sure that the policies and reforms are
inclusive, affordable, and equitable. Only then can we ensure that the green energy revolution
serves as a tool for reducing mequality, improving living conditions, and mitigating climate
impacts for those who need it the most.

Environmental Justice and Equity in Sustainability Policymaking

Environmental Racism

Environmental racism refers to the disproportionate exposure of low-mcome and minority
communities to environmental hazards such as air pollution, water contamination, hazardous
waste, and toxic chemicals. These communities, often located near industrial zones, power
plants, or waste dumps, suffer from higher rates of respiratory illnesses, cancers, and other
health problems due to therr proximity to pollution sources. The principle of environmental
justice demands that sustainability policies actively address these disparities by ensuring that
environmental protections are applied equitably. For instance, policies should enforce stricter
regulations on industries and infrastructure projects in areas predominantly occupied by
marginalized groups. Additionally, the relocation of industrial waste or the creation of buffer
zones between residential areas and polluting facilities can help reduce exposure to harmful
substances. By incorporating the voices of affected communities in policy formulation, these
policies can mitigate the systemic mnequities that result in environmental racism.

Access to Green Spaces

Urban areas, particularly those with growing populations, often face challenges related to
overcrowding, madequate infrastructure, and msufficient public amenities, including green
spaces. Access to parks, green spaces, and recreational areas has been shown to improve
physical and mental well-being, offering residents spaces for relaxation, social interaction, and
physical activity. However, such spaces are often unevenly distributed, with wealthier
neighborhoods benefiting from ample green space while lower-income and minority
communities are left with limited or no access. Sustainable urban planning policies must
ensure that all residents, regardless of therr socioeconomic background, have equitable access
to these spaces. This can be achieved by integrating green infrastructure into city designs, such
as creating parks on vacant lots, implementing green roofs, and ensuring that green spaces are
within walking distance of underserved communities. Such mterventions not only contribute to
improved environmental quality but also foster social cohesion and community resilience.
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Participatory Decision-Making

A cornerstone of environmental justice is the active participation of marginalized communities
in the decision-making process. Historically, these communities have been excluded from
decisions about land use, industrial development, and environmental regulations, leading to
policies that disproportionately harm their health and quality of life. Participatory decision-
making involves ensuring that these communities have a voice in shaping policies that affect
their environment, health, and lvelihoods. This approach can be implemented through public
consultations, community workshops, and local advisory councils, where residents are invited
to share their concerns and priorities. Moreover, it is essential that decision-making processes
are accessible, inclusive, and culturally sensitive, especially when dealing with diverse groups.
The inclusion of margnalized communities ensures that policies are more reflective of their
needs and circumstances, fostermg a sense of ownership and accountability n environmental
governance.

Risk Mapping and Mitigation

As climate change exacerbates environmental hazards, it is increasingly important to identify
and mitigate risks associated with wulnerable areas. Certain communities, especially those n
low-lying regions or floodplains, are more susceptible to climate impacts such as floods,
heatwaves, and sea-level rise. Climate vulnerability assessments and risk mapping are crucial
tools to identify areas most at risk, allowing policymakers to prioritize interventions in the
highest-risk zones. Mitigation strategies, such as the development of green roofs, flood
barriers, and enhanced drainage systems, can reduce exposure to these climate impacts. These
measures should not only focus on infrastructure but also incorporate social factors, ensuring
that vulnerable populations are protected. For example, in flood-prone areas, the provision of
flood-resistant housing, early warning systems, and emergency evacuation plans can help
safeguard residents. Effective risk mapping and mitigation strategies should also include plans
for adapting to long-term climate shifts, such as changing agricultural zones or preparing for
water shortages, to ensure that margmnalized communities are not left behind i climate
resilience efforts.

In conclusion, environmental justice emphasizes the need for equity in both the distribution of
environmental benefits (lke green spaces) and the burden of environmental risks (like
pollution and climate vulnerability). Sustainability policies must be designed with the intention
of addressing these systemic mequities by ensuring that margmalized communities are not only
protected from environmental harm but are also given the tools and opportunities to thrive in a
sustainable and equitable future.

Inclusive Climate Finance and Development

Private Sector Engagement

The private sector plays a crucial role in mobilizing capital for climate action. Sustainable
finance models that engage private capital can significantly increase the funds available for
climate adaptation and mitigation. However, it is essential that these models do not exploit
vulnerable populations i the process. This can be achieved through inclusive financing
mechanisms that focus on ensuring that the financial benefits of green investments are
equitably distributed. For example, investments in renewable energy should prioritize creating
affordable and accessible energy solutions for low-income communities, rather than just
maximizing profits for large corporations. Moreover, sustainable finance models must address
the risk of “greenwashing,” where companies claim to be environmentally friendly but do not
substantively contribute to climate action. To ensure true inclusion, businesses must adopt
transparent practices, provide clear environmental impact reports, and ensure that financial
flows support both economic growth and social equity.
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Public-Private Partnerships (PPPs)

Public-private partnerships (PPPs) have become an effective way to leverage resources and
expertise from both the public and private sectors to address climate change. These
partnerships can be pivotal n developing and financing large-scale climate projects, such as
renewable energy installations, climate-resilient infrastructure, or sustainable agriculture
practices. For these partnerships to be truly inclusive, it is critical that the voices and needs of
marginalized populations are included i project planning and implementation. In practice, this
means that PPPs must prioritize community participation, ensuring that local populations
benefit from job creation, improved infrastructure, and better access to sustainable resources.
Furthermore, these partnerships can play an instrumental role in creating green financing
mechanisms, such as green bonds or climate investment funds, that are designed to channel
private sector mvestments into projects that promote environmental sustainability while also
providing economic opportunities for vulnerable groups. By aligning the profit motives of the
private sector with the social and environmental goals of the public sector, PPPs can foster a
more equitable approach to climate finance.

Climate Funds and International Aid

Climate finance flows, including mnternational aid, play an essential role in supporting
developing economies as they tackle the challenges of climate change. However, there is
growing concern that climate finance often fails to reach the most vulnerable populations, such
as low-income communities, women, and margnalized groups. The adequacy of climate
finance flows must be critically assessed to ensure that these funds are not only allocated to
large-scale infrastructure projects but also address local-level needs, such as climate-resilient
agriculture, disaster preparedness, and community-based adaptation strategies. Developing
economies often struggle to access international climate funds due to complex application
processes or a lack of technical capacity. Therefore, climate finance mechanisms must be
streamlined, ensuring that they are accessible to local governments, NGOs, and community
organizations that are best positioned to address the needs of wvulnerable populations.
Additionally, international aid should be structured in a way that empowers local communities
to lead climate resilience efforts, rather than imposing top-down solutions that may not align
with local realities.

Community-Based Financing Mechanisms

Incorporating local solutions to climate resiience is a critical strategy for building long-term
sustainability, particularly in low-income communities that often face the most severe climate
impacts. Community-based financing mechanisms, such as microfinance and community
savings groups, can be mstrumental in supporting vulnerable populations in building their own
climate resilience. These mechanisms provide local communities with the financial tools they
need to invest in sustainable solutions, whether through financing renewable energy projects,
sustainable farming techniques, or climate-resiient housing. Microfinance institutions, for
instance, can provide small loans to individuals or groups to invest in climate-smart
technologies or businesses that promote environmental sustainability. These grassroots
financing models empower communities to take ownership of theirr climate resilience while
also creating opportunities for local economic development. Furthermore, community savings
groups can pool resources to invest in collective climate action, such as building water
harvesting systems or upgrading infrastructure to withstand extreme weather events. By
focusing on local solutions and empowering communities, these financing models not only
build climate resilience but also foster economic self-sufficiency and social cohesion.

In conclusion, inclusive climate finance and development require a multi-stakeholder approach
that balances the needs of vulnerable populations with the resources and expertise of both the
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public and private sectors. Private sector engagement, mnovative PPPs, effective climate
finance flows, and community-based financing mechanisms can work together to ensure that
climate action benefits all people, especially those who are most at risk. For climate finance to
be truly inclusive, it must be accessible, equitable, and sustainable, with a strong focus on
empowering local communities and addressing systemic inequalities in the climate transition.
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Summary:

Sustainable development policies can either reduce mequality or deepen it depending on who
pays, who benefits, and how implementation is governed. For Pakistan, the strongest equity
gains come from integrating sustainability into (1) progressive and efficient fiscal reforms, (2)
shock-responsive social protection, and (3) wuniversal basic services that build long-run
capabilities. A “just transition” lens is essential to protect workers and regions during energy
and climate transitions, while place-based adaptation investments address spatial and climate
vulnerability. Overall, the most effective approach is not treating sustainability and equity as
separate agendas, but embedding distributional analysis mto policy design, budgeting, and
monitoring from the start.
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