ICFAI

UNIVERSITY

IUN Research Journal

Peer-Reviewed Open Access Journal

Volume 1, Issue III (July 2026)
Page no. 1-16

Green Investment as a Catalyst for Building a Resilient Green Economy

Lokesh Tomar

Research Scholar

Department of Management Studies

Babasaheb Bhimrao Ambedkar University

(A Central University), Lucknow, Uttar Pradesh, India

Dr. Salil Seth

Assistant Professor

Department of Management Studies

Babasaheb Bhimrao Ambedkar University

(A Central University), Lucknow, Uttar Pradesh, India

Abstract

Escalating environmental degradation and socio-economic disparities have underscored the
urgent need for sustainable development strategies. Among these, green investment has
emerged as a powerful tool for fostering environmentally responsible growth by financing
projects that reduce ecological impact, promote the adoption of renewable energy, and
support sustainable economic activities. This study investigates the dynamic relationship
between green investment, the green economy, and long-term sustainability. Adopting a
qualitative, literature-based approach, the paper examines how green investment catalyzes
economic transformation and environmental resilience. The analysis reveals that such
investments encourage the integration of renewable technologies and sustainable business
models, leading to enhanced resource efficiency, economic progress, and the mitigation of
environmental harm. In addition, green investment stimulates innovation and job creation,
further advancing the transition to a low-carbon economy. By embedding ecological
considerations into financial decision-making, it supports aligning economic growth with
environmental goals. The study offers critical insights for policymakers, investors, and
businesses, emphasizing the role of green finance in achieving sustainable development
objectives and informing future investment and policy frameworks.

Keywords: Green Investment, Sustainable Development, Green Economy, Environmental
Sustainability



1.0 Introduction

The green economy is vital for sustainable development, addressing 21st-century
environmental and socio-economic challenges. Green investment drives this transition by
funding initiatives that reduce environmental harm, promote renewable energy, and enhance
resource efficiency, aligning economic growth with ecological sustainability. Despite
widespread acknowledgment of the green economy's potential, the mechanisms through
which green investment contributes to its development remain underexplored. A coherent
understanding of how green investment accelerates environmental innovation, reduces
ecological footprints, and supports inclusive growth is crucial for shaping effective strategies.
This paper addresses this gap by analyzing the dynamic interplay between green investment
and the green economy, highlighting its transformative impact on achieving sustainability
goals. The relevance of this study extends beyond academic inquiry, as it provides actionable
insights for policymakers, investors, and industry stakeholders. By focusing on the interplay
between green investment and sustainability, the research underscores the importance of
resource allocation toward environmentally sound initiatives. This paper further explores the
dual benefits of green investment, encompassing ecological restoration and socio-economic
development, which collectively drive the global sustainability agenda. This paper aims to
contribute to the discourse by synthesizing critical perspectives and identifying key strategies
that enable green investment to act as a catalyst for the green economy. This research
underscores the need for holistic approaches to tackle environmental challenges while
fostering economic resilience by situating the discussion within the broader sustainability

framework.
2.0 Literature Review
2.1 Strategic Insights into Green Investment

Environmental shifts and rising global temperatures have become critical concerns for
individuals worldwide (Ahmad et al., 2021). Moreover, a study Dogan &Inglesi-Lotz (2020)
conveys that human-induced activities lead to greater utilization of ecological assets, thereby
accelerating environmental deterioration. The intensification of human interventions is

largely responsible for the increase in global mean temperatures, which serves as the primary
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driver of ecological decline (Canadell et al.,2007). Global economies adopt green investment
strategies to combat environmental degradation, reduce pollution levels, and support the shift
from heavily polluted to cleaner economies. Consequently, governments worldwide are
collaborating and committing to mitigating environmental damage. In this context, global
leaders have ratified many accords to regulate CO2 emissions and consequent ecological
deterioration, including the Kyoto Protocol 1997 and the paramount Paris Climate Agreement
(PCA) in 2015. Li et al., (2022) say that these agreements are essential for the global
transition towards a cleaner environment and sustainable development. These agreements
encourage decision-makers and governing bodies to cultivate a sustainable environment for
current and future generations. The PCA urged member nations to collaborate to maintain the
global mean temperature increase below 2°C. Member nations need decisive efforts,
specifically, advancing clean and renewable energy solutions may be crucial. A green
investment strategy facilitates the activation of debt financing markets, making them more
price-competitive for low-emission projects (Heine et al., 2019). The green investment
approach facilitates sustainable development and effectively mitigates pollutant emissions (Li
et al., 2019). Hohne et al. (2012) described green investment as a sort of funding that may
safeguard the ecosystem and create sustainable development by promoting sustainable
projects and activities. "Green investment" is an expansive word. It may be seen as an
autonomous notion, a component of a wider investing theme, or intricately associated with
alternative investment strategies. The notion received traction in 2010-2011 as worldwide
worries about the green economy and sustainable development grew as part of attempts to
combat the 2008 financial crisis. Multilateral development banks are essential for mobilizing
capital to attain sustainability and facilitate investment. Emphasized that green investment,
within a larger context, pertains to initiatives crucial for achieving environmental
preservation and sustainability. Green investment efforts include climate-related investments
and preventive actions against industrial and greenhouse gas pollution. Private investment
may mitigate pollution worldwide and will transition the worldwide economy to low-
emission standards. David and Venkatachalam (2018) advocated for the encouragement of
public-private green investments to secure the sustainable development of pollution-free

infrastructure. The green investment predominantly encompasses renewable energy and



energy efficiency; it also includes sectors such as water sanitation, biodiversity conservation,
water recycling, water treatment, industrial carbon emission regulation, and environmental
change mitigation and adaptation (Krushelnytska et al., 2017). The importance of green
investment is emphasized, with a particular focus on the essential role of private-sector
funding in this area (Azhgaliyeva et al., 2018). Extensive studies have investigated the
potential indicators of climate pollution (e.g., Dogan et al. 2019; Ozturk and Acaravci 2010).
Nevertheless, there is a dearth of empirical studies looking at how green investments affect
the use of clean energy and pollution in the environment (Sachs et al., 2019; Noh 2010).
Sachs et al. (2019) propose advancing green finance and investment initiatives as essential
for achieving sustainable development objectives. They suggest that sustainable banking can
be strengthened via mechanisms such as eco-friendly bonds and eco-investment funds. Noh
(2010) advocates for advancing green investment via institutions that use green money.
However, the study's limitation is its failure to include other significant factors directly
influencing carbon emissions. Recent research by Dikau and Volz (2019) explored how
financial institutions impact the development of green investment models through carbon
pricing and climate risk financing. Managing credit risk is crucial for the progress of green
investment projects, as high transaction costs related to credit risk hinder the advancement of
these initiatives (Dhurba, 2018). The current financial system is seen as an effective and
efficient determinant for activating the country's economic capacity, demonstrating a positive
influence on the ecosystem. Climate change is escalating with time, and green finance
positively impacts the environment, significantly contributing to the adaptation of the green
economy (Hafeez et al., 2018). Gianfrate and Peri (2019) posited that green bonds are
essential for mobilizing financial resources to meet environmental quality objectives. In
contrast, Tang and Zhang (2020) indicated that green bonds benefit producers and foster

green initiatives within the economy.
2.2 Green Economy in the Context of Sustainability

The core principle of a green economy is the sustainable advancement of the economy
alongside the harmonious growth of ecological and economic systems. From an
environmental protection standpoint, promoting a green economy can drive the shift from a

traditional industrial society to a more sustainable model of energy production, distribution,
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and consumption. This transition helps replace the extensive development approach marked
by "high energy consumption, heavy pollution, and significant emissions." Economically, the
"green transformation" may significantly advance the "economic structural adjustment and
growth stabilization processes”. The International Labour Organization (ILO) projects that
advancing a green economy could produce approximately 60 million new jobs worldwide.
This has driven a global commitment among nations to promote green economic practices.
For instance, the European Union (EU) launched a significant environmental initiative,
allocating €105 billion between 2009 and 2013 to foster green economic development.
Similarly, the United States made substantial strides under the Obama administration with the
Recovery and Reinvestment Act of 2009. This act allocated approximately USD 50 billion,
including USD 14 billion specifically targeted toward renewable energy projects to drive
green energy adoption and improve energy efficiency. Examining the green economy as a
novel economic paradigm presents distinctive results and ideas for addressing global social,
financial, and environmental issues. The theoretical framework of green economy
reformation is crucial for addressing development difficulties by defining ideas, establishing
practices, and assessing the effects (Vargas-Hernandez et al., 2022). Green economics is now
formulating the intellectual foundations and policies (Adamowicz, 2022) necessary to adopt a
comprehensive approach to long-term social, environmental, and economic sustainability.
Sustainability frameworks grounded in circular economy, bioeconomy, and green economics
facilitate coherent decision-making and policy formulation, the creation of tools and
indicators, the model and execution of strategic initiatives, the operationalization of solutions
to challenges, and the enhancement of action implementation and practical development
across all organizational levels. Green economics is a comprehensive and impartial design for
developing alternative economic paradigms. Green economics establishes and advances a
novel relationship between humanity and the environment, aiming to incorporate this concept
into economic theory. Contemporary innovative challenges can be categorized into
ecological, economic, intellectual, political, and ethical dimensions. Green economics
emphasizes integrating economic development with comprehensive environmental
considerations, promoting inclusion, diversity, equity, and equality across communities and

society. The advancement of the green economy is influenced by some economic variables,



including industrial structure, carbon emissions, energy infrastructure, regional distribution,
foreign direct investment, and green tax laws (Feng et al., 2017; Hille et al., 2019; Liu et al.,
2020; Devi & Gupta, 2019; Pan et al., 2019; Hamdouch & Depret, 2012). Foreign direct

investments enhance sustainable economic growth.

The green economy is characterized by its reliance on key areas such as clean energy, water
conservation, land stewardship, eco-friendly structures, environmentally friendly
transportation, and garbage disposal (Brodunov & Ushakov, 2015; Ribokene, 2018; Al-
Sheryani&Nobanee, 2020; Brodunov & Ushakov, 2015). The shift towards a green economy
has promising prospects, including beneficial impacts on public health and societal welfare,
economic advancement, social fairness, and environmental sustainability (Maria et al., 2015).
This realization directly results from the rise of "green economic development" as a strategy
for long-term prosperity. The mutual objectives of a green economy and growth include:
fostering positive climate changes, promoting renewable clean energy sources, optimizing
resource utilization, transitioning from environmental protection technologies to resource-
efficient technologies, and advancing environmentally friendly industrial sectors of green
manufacturing and green services sectors through innovation that is environmentally friendly
(Janicke, 2012). In a study, John et al. (2019) suggest that integrating innovation that is
ecologically friendly within science and technology fosters the advancement of a green
economy. The acceleration of structural frameworks and innovation is facilitated by
upgrading industrial structures from low to elevated levels enhancing the distribution of
resources, fostering the advancement of the green economy, and promoting eco-tech
advancement (Yang and Jiang, 2021; Pai, 2016). The underlying framework of the climate-
resilient economy views financial advancement as distinct from policies regarding the
environment (Barbier, 2013). Niyazbekova et al. (2021) say that the framework for the
development of the climate-resilient economy illustrates the interconnections between policy
and the three components of ecological development: societal, financial, and green concerns.
Promoting green innovation in developing countries should focus on protecting natural
resources, urban management, and sustainable economic growth (Li et al., 2021). Limited
observational evidence suggests that financial, societal, and green transformations at

territorial and national levels arise from progress in environmental sustainability and green
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economy projects. Sustainable economic growth is essential for adaptation measures to
climate change (Schipper et al., 2020). The implementation of renewable energy is
paramount in green economy policy, advocating for extensive solar power facilities and
incentivizing households to adopt solar energy production systems to mitigate gas emissions,
influence consumer behavior, and enhance industrial structure by phasing out obsolete
energy-intensive industries (Onat &Bayar, 2010). The distinctions between the northern and
southern regions, territorial and national concerns, and the states' roles in advancement, are
essential components of the disciplines and plans surrounding the green economy (Gupta &

Wong, 2014). Agencies are crucial to the advancement of the green economy.
2.3 Green Investment Catalyzing Green Economy

Increasing trends in consumption and production, driven by heightened investment,
accelerate economic expansion, thus leading to a rise in CO2 emissions (Ozturk & Ullah,
2022). Authorities globally are utilizing green investment to separate the pollution of the
environment from economic advancement, aiming to mitigate the impacts of pollution and
finance the transition from high-emission to low-emission economies. The growing demand
for low-emission projects requires authorities to adopt adequate measures, such as investing
in green bonds, a novel investment tool, to address ecological change challenges (Lei et al.,
2022). Green investment represents a critical strategy for disconnecting economic growth
from climatic degradation (Wang & Zhi, 2016; Chen & Ma, 2021). Consequently, the
function of banks and other monetary institutions might expand significantly, since they can
supply the necessary finances to attain the objective of green development. The worldwide
financial system is transitioning into a green economy, drawing environmentally conscious
investors and redirecting money flows to green-aligned initiatives (Cortellini& Panetta,
2021). Green economy initiatives should use metrics to track the advancement of the
renewable energy industry and reliance on foreign direct investments (FDI). Furthermore, the
resurgence of the worldwide economy post-pandemic necessitates funds for green economy
initiatives and ecologically friendly programs. These expenditures should focus on green
economic development, social justice, inclusiveness and equality, ecological viability, and the
promotion of mental and social impacts. Public funds and investments are essential for the

execution of green economy programs and projects; yet, they do not ensure favorable
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outcomes, necessitating comprehensive and strategic planning from diverse sources for these
activities (Vargas-Hernandez et al., 2022). The business and financial investment sectors and
governments must direct investments towards environmental sustainability. Public sector
financing, including coal power plants and extensive hydroelectric projects, is essential for
green economy efforts. Civic and political entities and economic players have emerged as
leaders in transitioning to a green economy via innovative forms of green investment
(Vargas-Hernandez et al., 2022). The shift to a green economy demands the requisite
expertise, abilities, capital, and prospects to leverage public and private finance (Romania, E.
Y., 2021). The state and corporate enterprises may invest in the adoption and development of
clean technology and clean production (Cuong, Sang, & Anh, 2007; Nguyen, 2014).
Advancing the green economy within the framework of sustainability involves investing in
alternative energy sources and optimizing renewable energy production, abolishing fossil fuel
support funds, implementing sustainable land management practices, regulating the pricing
of earth’s resources such as water and carbon, imposing taxes on CO?, grasping and
sequestering carbon from unavoidable releases, and establishing wages and indemnities
(Barbier, 2012). Green investments may reduce CO? emissions. Green finance plays a pivotal
role in the transition to green economies. Scaling up the green investments strengthens the
ability and expertise for this change by tackling environmental catastrophe, global climate
shift, and energy reliability issues (Ning et al., 2022). The shift to a green economy
necessitates the establishment of investment structures, including green bonds. Green energy
efficiency investments may be funded via green bonds to formulate and execute strategies for
green economic development (Ning et al., 2023; Russo et al., 2021). The green bond market
is a financial mechanism for mitigating rising worldwide temperatures and fostering a clean
economy transition in national economies (Al Mheiri & Nobanee, 2020). The robust
advancement of tech-driven financing utilizes corporate capital to enhance the development
of the green economy. A correlation exists between fintech inclusion and green economy
advancement (Baron & Kenny, 1986). Fintech inclusion enhances the financial landscape by
alleviating the financial barriers green firms face, hence facilitating green economic growth
(Chakravarty & Pal, 2013). Equitable financial development eases household liquidity

limitations and boostsdemand trends (Vargas-Hernandez et al., 2022). The relationship



between fintech-enabled financial inclusion and green economic development is
multifaceted. While some studies suggest a positive correlation between inclusive finance
and sustainable growth, others indicate a nonlinear pattern (Zhang, 2017). Using a panel
threshold approach based on Hansen's (1999) model, researchers have identified variability
in outcomes depending on the level of financial inclusion. In certain contexts, fintech-driven
financial inclusion may not necessarily enhance the efficiency of financial resource allocation
in environmentally focused enterprises, potentially hindering the pace of green economic

advancement (Vargas-Hernandez et al., 2022).
3.0 Research Methodology

The methodology employed in this paper adopts a qualitative review approach, aimed at
critically examining the literature surrounding the role of green investment in advancing
sustainability within the broader context of the green economy. This review synthesizes
insights from diverse academic sources, policy papers, and industry reports, with a deliberate
emphasis on works published over the past decade. The selection of literature is guided by
strict criteria, prioritizing high-impact, peer-reviewed articles that provide comprehensive
and relevant perspectives on the evolving field of green investments. The main objective of
this review is to assess how green investment strategies contribute to realizing sustainable
development goals and facilitate the transition towards a green economy. By analyzing the
interconnections between green finance, environmental policies, and business practices, the
paper aims to uncover emerging trends and propose potential avenues for future inquiry. In
doing so, it seeks to provide a balanced and insightful overview of the current state of
knowledge on green investments, integrating both theoretical and practical dimensions of the
subject. The research draws on a wide spectrum of qualitative sources, including case studies,
conceptual papers, and policy frameworks, which collectively offer a rich understanding of
how green investments are shaping corporate strategies, government policies, and global
sustainability initiatives. The review’s synthesis emphasizes the importance of green
investment not only as a tool for environmental conservation but also as a driver for
economic growth, technological innovation, and social equity. Through the application of a
qualitative research approach, this study adds to the expanding scholarship on sustainable

finance by providing meaningful insights for scholars, industry professionals, and
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policymakers. It aims to improve understanding of how green investments support the
advancement of a sustainable and environmentally conscious economy. Additionally, the
paper underscores the importance of green investment strategies in embedding environmental
priorities into economic policymaking, thereby establishing a foundation for future

exploration and strategic policy initiatives within the domain of sustainable finance.
4.0 Findings

e (Green investment accelerates the shift to a green economy by channeling funds into
renewable energy initiatives and sustainable infrastructure projects.

¢ By funding the research and implementation of green technologies, green investment
fosters innovation, enabling the widespread adoption of environmentally friendly
solutions.

e Green investment is pivotal in reducing carbon emissions and encouraging
sustainable business practices, thereby contributing to long-term environmental goals.

e Green investment attracts both public and private sector participation, creating robust
markets for green products and services, which in turn drive economic growth and

environmental sustainability.
5.0 Conclusion

Green investment plays a pivotal role in advancing the transition to a sustainable green
economy by fostering environmental protection and economic growth. This paper highlights
how green investment drives innovation, enhances resource efficiency, and promotes the
adoption of sustainable technologies, ultimately contributing to long-term sustainability. The
findings underscore the importance of integrating green investment into economic policies to
create a resilient, low-carbon economy. By aligning financial strategies with environmental
goals, green investment offers a pathway for businesses, governments, and investors to
support sustainable development. The paper calls for further exploration of specific policies
and sectoral strategies to maximize the impact of green investment and strengthen the

transition to a greener future.
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