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Abstract

Nigeria faces persistent challenges in implementing green
finance, despite government initiatives such as green
bonds and sustainable financing. Key obstacles include
limited stakeholder awareness, inadequate institutional
capacity, policy and regulatory gaps, perceived
investment risks, and a shortage of viable green
investment opportunities, which collectively constrain the
potential of green finance to promote environmental
sustainability, climate resilience, and long-term economic
growth. This study examines the current state of green
finance management in Nigeria, analysing key policies
and initiatives, and identifies barriers hindering its
effective adoption. Findings highlight the growing need
for green finance to support sustainable development,
while recognising persistent challenges such as restricted
access, weak institutional capacity, and risk perceptions
that deter investment. To address these issues,
coordinated action by governments and financial
institutions is essential, including the development of
supportive regulatory frameworks, capacity-building
initiatives, and innovative financial products. The study
therefore recommends strengthening awareness and
education, enhancing regulatory frameworks and policy
support, improving access to green finance products,
addressing financing challenges and investment risks, and
fostering collaboration and partnerships, thereby
enabling Nigeria to fully harness green finance for a
sustainable and resilient economic future.

Keywords: Efficiency, Green Finance, Green Finance
Management, Investment, Sustainable Finance.

Introduction

Green finance management has emerged globally as a vital
approach for advancing sustainable development,
reducing the adverse effects of climate change, and
enhancing environmental protection. In Nigeria, as in
many developing economies, the adoption of green
finance practices is increasingly regarded as essential to
achieving long-term  environmental  sustainability
alongside sustained economic growth.

Green finance refers to financial products, services,
investments, and initiatives that emphasise environmental
sustainability and social responsibility. It includes
activities such as the issuance of green bonds, sustainable
lending, renewable energy financing, and the development
of environmentally responsible investment portfolios.
This approach is closely aligned with the principles of
sustainable development, which seek to harmonise
economic progress with social well-being and
environmental preservation (World Bank Group, 2021).
In recent years, Nigeria has recorded growing interest in
the implementation of green finance initiatives, largely
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due to heightened awareness of pressing environmental
challenges such as deforestation, pollution, and climate
change. Regulatory authorities, particularly the Central
Bank of Nigeria, have introduced frameworks and
guidelines aimed at encouraging financial institutions to
integrate  environmental considerations into their
operations. Furthermore, the Nigerian government has
demonstrated commitment to green financing through
plans to issue green bonds to support renewable energy,
energy efficiency, and sustainable infrastructure projects
(UNEP, 2016).

Despite these encouraging developments, the effective
implementation of green finance in Nigeria remains
constrained by several factors. Challenges include limited
awareness and understanding of green finance among key
stakeholders, insufficient institutional capacity and
financial resources, gaps in policy and regulatory
frameworks, perceived risks associated with green
investments, and a limited supply of bankable green
projects. These challenges reduce the capacity of green
finance to contribute significantly to environmental
sustainability, climate resilience, and long-term economic
development. Consequently, there is a need for a
systematic assessment of current green finance practices
and the formulation of strategies to address these
limitations.

Against this backdrop, the objectives of this study are to
examine the current state of green finance management in
Nigeria, analyse existing initiatives and policies, and
propose recommendations aimed at strengthening and
advancing the implementation of green finance in the
country.

CONCEPTUAL REVIEW

Green Finance Management

Green finance management is the strategic planning,
execution, and oversight of financial activities that
prioritise environmental sustainability and encourage
investment in projects and enterprises with positive
environmental outcomes, achieved through the integration
of environmental, social, and governance (ESG)
considerations into financial decision-making in order to
support sustainable development and address climate
change challenges (Wenno et al., 2025). Within the
Nigerian context, green finance management is closely
associated with concepts of sustainable finance, green
banking, and environmental sustainability in the financial
sector, underscoring the need for financial institutions to
embed green finance principles into their operations and
for supportive regulatory frameworks to facilitate the
transition towards a more sustainable financial system
(Onyinye & Edeh, 2017).
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Investment

Investment is the allocation of resources with the
expectation of obtaining future benefits and, in monetary
terms, involves committing funds in anticipation of
generating greater financial returns over time, usually
through income generation or asset appreciation. More
broadly, it entails structuring patterns of expenditure and
receipts to achieve an optimal flow of returns, where net
receipts within a specific period are described as cash flow
and receipts over multiple periods constitute a cash flow
stream (Tamplin, 2023; Hayes, 2025).

In finance, the purpose of investing is to generate a return
on the invested asset. The return may consist of a capital
gain (profit) or loss, realised if the investment is sold, or
unrealised capital appreciation (or depreciation) if yet
unsold. It may also consist of periodic income such as
dividends, interest, or rental income. The return may also
include currency gains or losses due to changes in foreign
currency exchange rates. Investors generally expect higher
returns from riskier investments. When a low-risk
investment is made, the return is also generally low.
Similarly, high risk comes with a chance of high losses.
Investors, particularly novices, are often advised to
diversify their portfolio. Diversification has the statistical
effect of reducing overall risk (Chan & Louis, 2004).
Efficiency

Efficiency is the often-measurable ability to avoid making
mistakes or wasting materials, energy, efforts, money, and
time while performing a task. In a more general sense, it
is the ability to do things well, successfully, and without
waste.

In more mathematical or scientific terms, it signifies the
level of performance that uses the least number of inputs
to achieve the highest amount of output. It often
specifically comprises the capability of a specific
application of effort to produce a specific outcome with a
minimum amount or quantity of waste, expense, or
unnecessary effort. Efficiency refers to very different
inputs and outputs in different fields and industries. In
2019, the European Commission said, "Resource
efficiency means using the Earth's limited resources
sustainably while minimising impacts on the environment.
It allows us to create more with less and to deliver greater
value with less input (Haie, 2021).

Sustainable Finance

Sustainable finance (SF) refers to the process of taking
environmental, social, and governance (ESG)
considerations into account when making investment
decisions in the financial sector, leading to more long-term
investment in sustainable economic activities and projects
with considerations for mitigating and adapting to climate
change, labour and workers' relations. Sustainable finance
interacts at three stages; namely, "at the economy, the
financial return and risk trade-off is optimised.
Sustainable finance can be categorised into positive
sustainable finance, which should be positioned to support
the United Nations Sustainable Development Goals, i.e.,
good health and wellbeing (Schoenmaker & Schramade,
2019).

Theoretical Framework

The Institutional Theory was adopted by sociologist John
Meyer, who developed the theory in the late 1970s and
early 1980s. Meyer, along with his collaborator Brian
Rowan, published a seminal paper in 1977 titled
"Institutionalised Organisations: Formal Structure as
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Myth and Ceremony" that laid the foundation for the
institutional theory. Meyer and other scholars expanded
on this work over the following decades, contributing to
the development of the theory.

The application of institutional theory to green finance
management in Nigeria provides a useful framework for
understanding how institutional structures influence the
adoption of sustainable finance practices. In particular, it
highlights the role of the regulatory environment,
including laws, policies, and enforcement mechanisms, in
shaping green finance implementation. Weak regulatory
frameworks and  inconsistent  enforcement  of
environmental regulations can constrain the growth of
green finance. The theory also draws attention to the
influence of social norms, cultural values, and societal
perceptions of environmental sustainability, which affect
the demand for green finance products and shape the
behaviour of financial institutions, investors, and
consumers.

Furthermore, institutional theory facilitates an analysis of
organisational behaviour within Nigerian financial
institutions by examining how institutional pressures
affect internal structures, operational practices, and
decision-making processes related to green finance.
Barriers such as limited technical expertise, insufficient
incentives, and resistance to organisational change may
hinder the effective integration of green finance
principles. Stakeholders can better understand the
institutional drivers and constraints affecting green
finance adoption through an application of this theoretical
lens, thereby informing strategies to address these
challenges, encourage wider acceptance, and support the
development of a more sustainable financial system in
Nigeria.

Methodology

This study adopts a content analysis methodology based
on secondary data, as it facilitates a systematic and
objective assessment of existing literature on the prospects
and challenges of green finance management in Nigeria.
Through this approach, the study develops a detailed
understanding of the opportunities, constraints, and policy
implications influencing the adoption and implementation
of green finance in the country. Data were sourced from
reputable and authoritative materials, including academic
journal articles, government publications, official
websites, credible newspapers, legal documents,
conference papers, and other relevant publications, with
selection guided by criteria of relevance, credibility, and
timeliness to ensure the reliability and academic integrity
of the analysis.

Addressing Green Finance Challenges: The Role of
Governments and Financial Institutions

The global movement towards a cleaner and more
sustainable world is propelled by increasing awareness of
the adverse environmental effects of human activities, the
urgency of reducing greenhouse gas emissions, and rising
demand for sustainable practices across economic sectors.
These pressures have encouraged the development of
innovative business models and financial instruments,
including green bonds, green loans, and sustainable
investment funds, which are designed to support
sustainable development. Nevertheless, for many
developing countries, this transition remains challenging
due to limited financial resources, inadequate
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infrastructure, and structural constraints that hinder the
adoption of sustainable practices (Lindahl & Grace, 2015).
A key obstacle is restricted access to green finance, as
financial institutions may be reluctant to fund sustainable
projects because of perceived risks or insufficient
understanding of sustainability-related investments, while
low awareness of the potential benefits of sustainable
practices further reduces adoption. These challenges
require collaboration between governments and financial
institutions to establish supportive policy and regulatory
frameworks, expand green financial instruments, and
create attractive investment opportunities. Financial
institutions can further facilitate this transition through
education, capacity building, and the introduction of
innovative green products, while enterprises can
contribute by adopting sustainable practices, developing
environmentally friendly products and services, and
investing in energy efficiency, waste reduction, and
sustainable  sourcing,  thereby  enhancing  both
environmental performance and competitive advantage
(Orsato, 2006). Some initiatives and policies for
sustainable development that address these issues are:
Transforming our world: the 2030 Agenda for
Sustainable Development (2015): to achieve 17 goals for
sustainable development. This agenda is a plan of action
for people, planet and prosperity. It also seeks to
strengthen universal peace in greater freedom. We
recognise that eradicating poverty in all its forms and
dimensions, including extreme poverty, is the greatest
global challenge and an indispensable requirement for
sustainable development. All countries and all
stakeholders, acting in collaborative partnership, will
implement this plan. We are resolved to free the human
race from the tyranny of poverty and want and to heal and
secure our planet. We are determined to take the bold and
transformative steps which are urgently needed to shift the
world onto a sustainable and resilient path. As we embark
on this collective journey, we pledge that no one will be
left behind. The 17 Sustainable Development Goals and
169 targets, which we are announcing today, demonstrate
the scale and ambition of this new universal Agenda. They
seek to build on the Millennium Development Goals and
complete what these did not achieve. They seek to realise
the human rights of all and to achieve gender equality and
the empowerment of all women and girls. They are
integrated and indivisible and balance the three
dimensions of sustainable development: the economic,
social and environmental.

The European Green Deal (2018). The European Green
Deal presents a roadmap for making the EU's economy
sustainable by turning climate and environmental
challenges into opportunities across all policy areas and
making the transition just and inclusive for all. The
European Green Deal aims to boost the efficient use of
resources by moving to a clean, circular economy and
stopping climate change, reversing biodiversity loss and
cutting pollution. It outlines investments needed and
financing tools available and explains how to ensure a just
and inclusive transition. The European Green Deal covers
all sectors of the economy, notably transport, energy,
agriculture, buildings, and industries such as steel, cement,
ICT, textiles, and chemicals.

COP 26 (2021) and COP 27 (2022). According to a
report presented during COP27, by 2030, more than one
trillion dollars would be needed every year to help
developing countries reduce greenhouse gas emissions
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and deal with the consequences of the climate crisis. And
this could be an optimistic estimate: some parallel reports,
also published in the context of COP27, estimate
investments of 2 trillion dollars and more.

The Significance of Green Finance in Sustainable
Finance

Green finance plays a crucial role in advancing sustainable
finance by promoting environmentally friendly
investments, supporting climate resilience, and fostering
responsible financial practices. The significance of green
finance in sustainable finance is highlighted by various
studies and reports that underscore its impact on achieving
long-term environmental and social goals. Below are
some key points that emphasise the importance of green
finance in sustainable finance.

Environmental Impact: Green finance directs capital
towards projects and initiatives that have positive
environmental outcomes, such as renewable energy
development, energy efficiency improvements, and
sustainable infrastructure. By channelling financial
resources into green investments, it helps reduce carbon
emissions, mitigate climate change, and protect natural
ecosystems (Sustainable Finance Advisory, 2020).

Social Benefits: Green finance supports social objectives
by promoting inclusive and equitable development,
improving access to clean energy and water, and creating
opportunities for sustainable livelihoods. It contributes to
poverty reduction, job creation, and community resilience,
thereby enhancing social well-being and fostering
sustainable growth (European Commission, 2019).
Financial Resilience: Green finance enhances financial
stability and resilience by incorporating environmental
risks and opportunities into investment decisions. By
assessing and addressing climate-related risks, financial
institutions and investors can better manage their
portfolios and mitigate the impacts of environmental
shocks on the economy (UNEP Finance Initiative, 2018).
Regulatory Support: Green finance is increasingly
supported by regulatory frameworks and policies that
incentivise  sustainable practices and disclosure.
Governments and financial regulators are implementing
measures to integrate environmental considerations into
financial decision-making, encouraging transparency,
accountability, and responsible stewardship of natural
resources (OECD, 2021).

Long-Term Value Creation: Green finance contributes
to long-term value creation by aligning financial activities
with sustainable development objectives. By promoting
investments that generate positive societal and
environmental impacts, green finance fosters a shift
towards a more resilient, inclusive, and sustainable
economy that benefits current and future generations
(United Nations, 2020).

Nigeria’s Implementation of Green Finance

There have been recent efforts by the Nigerian
government and financial institutions to promote and
implement green finance in the country. Some key
initiatives and developments include:

The Central Bank of Nigeria (CBN): Green Finance
Framework: The CBN developed a Green Finance
Framework to guide financial institutions in incorporating
environmental considerations into their lending and
investment decisions. This framework aims to promote
sustainable development and mitigate climate change
impacts in Nigeria (Central Bank of Nigeria, 2020).
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Sustainable Banking Principles: The Bankers'
Committee in Nigeria, in collaboration with the CBN,
adopted Sustainable Banking Principles to mainstream
environmental and social considerations into the banking
sector. These principles promote responsible lending
practices and encourage financial institutions to support
green projects and initiatives (Premium Times, 2021).
Green Bond Issuance: Nigeria issued its first green bond
in 2017, raising funds for renewable energy and other
environmentally friendly projects. Subsequently, the
government has expressed its commitment to issuing more
green bonds to finance sustainable development projects
across various sectors (The Guardian Nigeria, 2019).
National Climate Finance Policy: The Nigerian
government has developed a National Climate Finance
Policy to provide a strategic framework for mobilising and
managing financial resources for climate change
mitigation and adaptation projects. This policy aims to
promote the integration of climate considerations into
public finance management and private sector investments
(Federal Ministry of Environment, 2017).

Collaboration with International Partners: Nigeria has
collaborated with international partners, such as the
United Nations Development Programme (UNDP) and the
International Finance Corporation (IFC), to strengthen its
green finance initiatives. These partnerships provide
technical assistance, capacity building, and access to
global best practices in sustainable finance (UNDP
Nigeria, n.d.).

These efforts demonstrate Nigeria's commitment to
promoting green finance and incorporating environmental
sustainability into its financial system. Through policy
support, capacity building, and collaboration with
stakeholders, Nigeria aims to drive sustainable
development and address climate change challenges
through green finance.

Challenges of implementing Green Finance in Nigeria
The challenges of implementing green finance in Nigeria
are as follows:

Lack of Awareness and Understanding: One of the
major challenges facing the implementation of green
finance in Nigeria is the lack of awareness and
understanding among key stakeholders. Many individuals,
businesses, and financial institutions are not familiar with
the concept of green finance and its importance in
promoting sustainable development (Oladele et al., 2018).
Limited Capacity and Resources: Another challenge is
the limited capacity and resources available for
implementing green finance initiatives in Nigeria.
Financial institutions may not have the necessary expertise
or tools to properly assess and manage green investments,
while businesses may lack the financial resources to invest
in green projects (Adekunle et al., 2019).

Policy and Regulatory Framework: The absence of a
clear policy and regulatory framework for green finance
in Nigeria is also a significant challenge. Without proper
guidelines and incentives, financial institutions may be
hesitant to prioritise green investments, while businesses
may lack the necessary support to transition to more
sustainable practices (Uwakwe et al., 2020).

Perception of Risk and Return: Many investors in
Nigeria still perceive green investments as risky and less
profitable compared to traditional investments. This
perception can deter financial institutions and businesses
from engaging in green finance initiatives, as they may
prioritise short-term gains over long-term sustainability
(Eguagie et al., 2021).
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Lack of Green Investment Opportunities: The limited
availability of green investment opportunities in Nigeria is
another challenge facing the implementation of green
finance. Without a diverse range of sustainable projects to
invest in, financial institutions and businesses may
struggle to allocate their resources effectively towards
promoting environmental sustainability (Oladele et al.,
2018).

Conclusion

In conclusion, sustainable finance plays a vital role in the
global transition towards environmental sustainability,
requiring coordinated efforts among governments,
financial institutions, and enterprises to embed and
incentivise sustainability within financial decision-
making processes (Owen et al., 2018). In Nigeria, the
effective implementation of green finance is constrained
by limited stakeholder awareness, inadequate regulatory
and policy frameworks, restricted access to green financial
products, and persistent financing and investment risks.
Strengthening collaboration among government agencies,
financial institutions, businesses, and development
partners is therefore essential to accelerate the adoption of
green finance, support Nigeria’s transition to a low-carbon
and environmentally sustainable economy, and enhance
its contribution to global climate action and sustainable
development.

Recommendations

Based on the challenges identified and the significance of
green finance in Nigeria, the following recommendations
are proposed for enhancing green finance management in
the country and addressing key challenges:

Strengthen Awareness and Education: Develop and
implement targeted awareness campaigns and educational
programmes to increase understanding of green finance
principles and benefits among key stakeholders, including
policymakers, financial institutions, investors, and the
general public. Collaborate with educational institutions,
industry associations, and civil society organisations to
integrate green finance concepts into curricula and
capacity-building initiatives.

Enhance Regulatory Framework and Policy Support:
Develop comprehensive regulatory frameworks that
incentivise and promote green investments, including tax
incentives, subsidies, and disclosure requirements for
environmental performance. Align national policies and
strategies with international best practices in green
finance, and engage with global initiatives to harmonise
standards and promote cross-border cooperation.
Improve Access to Green Finance Products: Facilitate
the development of innovative green finance products
tailored to the needs of different sectors, including small
and medium enterprises (SMEs) and rural communities.
Foster partnerships between financial institutions,
development finance institutions, and impact investors to
expand access to green financing options and technical
assistance for sustainable projects.

Address Financing Challenges and Investment Risks:
Establish dedicated green financing mechanisms, such as
green bonds, green credit facilities, and impact investment
funds, to address financing gaps and attract private sector
investments in green projects. Implement risk-sharing
mechanisms and guarantees to mitigate investment risks
and provide investors with greater confidence in financing
green initiatives.
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Foster Collaboration and Partnerships: Encourage
collaboration between government agencies, financial
institutions, businesses, and development partners to
coordinate efforts, share best practices, and leverage
resources for implementing green finance initiatives.
Engage with international organisations, such as the
United Nations Environment Programme (UNEP) and the
International Finance Corporation (IFC), to access
technical expertise, capacity-building support, and global
networks in green finance.
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