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[bookmark: _Hlk166838351]Introduction
“Green finance contributes to a more sustainable climate and environment and improves the management of financial risk related to climate and the environment while still bringing meaningful returns to investors.” (Persefoni , 2024)
Green financing is a financial vehicle, typically in the form of a loan or investment, which supports environmentally friendly activity (e.g., purchasing and procuring environmentally friendly goods and services, provision of environmentally friendly infrastructure, etc.). The outcomes green finance support benefits society and potentially increases the amount of money which can be re / invested into businesses to help them become greener. Through a virtuous cycle of growth generated by green financing (great green multiplier effect), businesses expand, jobs are created, carbon emissions reduced, and the economy is stimulated to the benefit of the economy and environment. 
“Green financing has a critical role to play in working towards net zero and in the fight against climate change.” (Wire, 2024)
Green finance contributes to a more sustainable climate and environment and improves the management of financial risk related to climate and the environment while still bringing meaningful returns to investors. In this context, the importance of green financing in supporting the transition to a low carbon economy has been recognised at recent UN Climate Change Conferences (COP)[footnoteRef:1]. [1:  “Our goal was to align sustainable finance with the real economy and enable a just transition to a net-zero, nature positive global economy.”  https://events.climateaction.org/sustainable-finance-forum/ ] 

In this essay, I will look at examples of green finance frameworks in Saudi Arabia, compare these with similar examples from Europe. I will also seek to consider and reflect on the concept of green finance frameworks as a legitimate and qualifying approach under the general umbrella heading of sustainable leadership.



1. Green Financing Framework – How does it Work?
Sustainable Leadership can be defined as a style of leadership that drives solutions for environmental, social, and economic challenges in the world; recognising that leadership is a process of influence where silos are broken down and efforts towards change and transformation are combined. (WDHB Solutions, 2022)
Sustainable leaders adopt a multi-faceted approach in combating the impact of climate change to enhance the long-term resilience of the business. The value of sustainable leadership arises from the ability of leaders to deliver long-term benefits for investors, employees, customers, and the wider community while maintaining a competitive advantage and creating financial value
“At its core, green finance involves financial investments directed towards sustainable projects.” (Vass, 2024) 
There are growing concerns within society relating to climate change, and its impacts (e.g. researchers from the University of Cambridge and the Johannes Gutenberg University Mainz have found that 2023 was the hottest summer in the Northern Hemisphere in the past two thousand years[footnoteRef:2]). This has led to more and more consumers seeking businesses that align with their values in terms of sustainability, which in turn has prompted businesses to service this demand by highlighting their sustainability credentials (e.g. sustainability policies, reports, strategies, etc.) and providing sustainable goods, products and services.  [2:  The results, reported in the journal Nature, also demonstrate that in the Northern Hemisphere, the 2015 Paris Agreement to limit warming to 1.5C above pre-industrial levels has already been breached.  https://www.cam.ac.uk/research/news/2023-was-the-hottest-summer-in-two-thousand-years ] 

It is positive that businesses recognise there are many advantages of being eco-friendly, which includes attracting more customers; reducing costs / energy efficiency; marketing – sustainability as a unique selling point; and risk avoidance (e.g., reputational integrity).
But there is a long way to go to reduce carbon and ensure that we can gift our future generations a planet on which we can live sustainably and is economically vibrant, as well as being environmentally stable. 
The Paris Agreement (2015[footnoteRef:3]), amongst others, has allowed us a glimpse of how exceeding a 1.5C rise in temperature above pre-industrial levels would potentially impact us, and enabled us to view the future of our planet through this lens. With businesses wanting to be seen to be doing the right thing, this is driving innovation in how they address climate change and other environmental issues.  [3:  The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at the UN Climate Change Conference (COP21) in Paris, France, on 12 December 2015. It entered into force on 4 November 2016.

Its overarching goal is to hold “the increase in the global average temperature to well below 2°C above pre-industrial levels” and pursue efforts “to limit the temperature increase to 1.5°C above pre-industrial levels.” https://unfccc.int/process-and-meetings/the-paris-agreement ] 

To achieve net zero targets by 2050, a green transition to complete an overhaul of the world’s energy, transport and industrial systems, as well as the transformation of agricultural and forestry practices is required. “Estimates for just how much the green transition will cost vary greatly, ranging from a total of $100trn to $300trn between now and 2050”. (O'Neal, 2023) This is a significant level of investment – but is necessary to deliver the whole-of-economy climate transition we need. 
However, as highlighted by Azarine and Songue, “the ability of sectors or businesses to access financing to enable their transition to net-zero emissions can be improved with the support of an efficient framework for transition finance.” (Songue) 
Thus, the concept of merging finance with environmental responsibility has entered the mainstream and become more acceptable, if not an essential component of doing business.
Green finance references sustainable development criteria identified by the UN Sustainable Development Goals (SDGs), and allocates capital into sustainable goods, services, and / or infrastructure to benefit the environment, and by extension, society. 
Green finance has evolved from a peripheral concept to a central strategy, with the result that finance providers are now able to actively and intelligently incorporate environmental considerations into their decision-making processes. 
There are several forms of green financing, as follows: 
· Green Mortgages
· Green Loans
· Green Credit Cards
· Green Banks
· Green Bonds
· Sustainable Investment Funds (Kelkar, 2024)
But traditionally, investors are only typically interested in short-term time horizons with a strategy to make a return on their investment as quickly as possible. In this context, sustainability is not at the top of their agenda. 
Green finance requires funding from an engaged private sector. By incorporating Environmental, Social and Governance (ESG) factors into private investments, risk management strategies can be transformed into drivers of innovation with the potential to offer new possibilities to provide long-term value for the company and society. 
The attractiveness and uptake of green financing is hampered somewhat by confusion in terms of what ‘green’ is and a “taxonomy of green activities are required to assist investors and financial institutions in allocating money effectively and making educated judgments” (Kelkar, 2024) to avoid greenwashing[footnoteRef:4]. [4:  Greenwashing is the process of conveying a false impression or misleading information about how a company’s products are environmentally sound. Greenwashing involves making an unsubstantiated claim to deceive consumers into believing that a company’s products are environmentally friendly or have a greater positive environmental impact than they actually do. https://www.investopedia.com/terms/g/greenwashing.asp ] 

The primary basis of green is a focus on “achieving a sustainable and resilient economy that can address the challenges posed by climate change and promote a transition to a low-carbon economy”. (Chartered Banker Institute, 2023) Examples of green finance initiatives include: 
· Renewable energy and energy efficiency 
· Pollution prevention and control 
· Biodiversity conservation 
· Circular economy initiatives 
· Sustainable use of natural resources and land 



2. [bookmark: _Hlk169053280]Saudi Green Financing Framework
The Paris Agreement strives to address the threat of climate change, via leveraging a consolidated global response focussed on an offering of consistent financial funding with an emphasis on reducing greenhouse gas emissions and providing climate-resilient development. 
I have been living and working in Saudia Arabia for the past two and half years. While I have been trying to keep abreast of what is happening in Ireland and the United Kingdom during this time, for the purposes of this task it is probably more appropriate that I select a project / venture from my local context. Consequently, I have chosen to discuss how Saudi Arabia are approaching and implementing their green finance framework as an example of sustainable leadership.  
As reported by the Saudi Press Agency, in March 2024, the Ministry of Finance published the Kingdom of Saudi Arabia’s (KSA) Green Financing Framework (Saudi Press Agency (SPA), 2024). As one of the KSA’s Financial Sector Development Program initiatives, its purpose is to serve a dual role of driving sustainability and reducing net zero emissions through a Circular Carbon Economy (CCE) centred approach.[footnoteRef:5]  This is a G20 leaders endorsed methodology based on a philosophy of ‘Reduce, Reuse, Recycle, and Remove’. In addition, with this initiative the KSA will also highlight to investors and market participants how the Kingdom plans to tackle sustainability related issues. [5:  The Kingdom aims to help fulfil the commitment to reducing greenhouse gas emissions by 278 million tons annually by 2030, as per the Paris Agreement, under the Green Bonds Principles of the International Capital Market Association. https://spa.gov.sa/en/N2075164 ] 

These aims align with the Kingdom’s aspirations of “achieving the Saudi Vision 2030 goals for a more sustainable future, starting from policies and investment development to planning and building all kinds of infrastructure.” (Saudi Press Agency (SPA), 2024)
The Green Financing Framework will be delivered through the Kingdoms’ Sovereign Wealth Fund (SWF) vehicle – the Public Investment Fund (PIF) which has assets valued at approximately SAR 1,500 billion[footnoteRef:6] (Public Investment Fund) and operates domestically and internationally with a focus on long term cross-sector strategic investments.  [6:  Approximately £315 billion, as of 2020. https://www.xe.com/currencyconverter/convert/?Amount=1500000000000&From=SAR&To=GBP 
] 

As part of the KSA’s aspiration to transition from an economy primarily based on fossil fuels, the PIF has responsibility for identifying and developing new opportunities for non-oil GDP growth. The Green Finance Framework provides one such alternative revenue stream and has been developed to raise capital to support the financing and refinancing of activities of an environmental nature. By making long-term sustainable investments (and unlocking investment opportunities) through the framework, PIF envisage the framework can nurture economic transformation within the country through growth and diversification, as well as helping the KSA to achieve its vision of becoming a large scale and impactful global investor.
In the initial program, which spanned between 2018-2020, PIF expanded into sustainable sectors (including renewable energy and recycling), while in parallel developing strategic partnerships with the private and public sector. Subsequently, the Green Financing Framework, as an extension to this original program, will fall under “PIF’s Vision Realisation Program (VRP) 2[footnoteRef:7], covering 2021-2025, which is the implementation program to achieve the goals of Vision 2030.” (Public Investment Fund) [7:  VRP2 is expected to commit to $40 billion in new investments in the Saudi economy every year
until the end of 2025, roughly 5% of current Saudi GDP. (Public Investment Fund)  ] 

PIF has complemented this by also developing an environmental, social, and governance (ESG) strategy and roadmap to support the framework, which will be utilised to embed ESG into the organisation’s processes and portfolios, align disclosure to international standards, attract capital and partners, and manage ESG related risks.
Under the Green Financing Framework, the Kingdom will be able to issue Green Bond(s) / Sukuk[footnoteRef:8] and asserts that it will establish the following arrangements, as set out in the Framework:  [8:  A sukuk is a sharia-compliant bond-like instrument used in Islamic finance. https://www.investopedia.com/terms/s/sukuk.asp ] 

· Use of Proceeds – This criterion requires that an issuer of a Green Financing must use the funds raised to finance or refinance eligible activities. The eligible activities should produce clear environmental benefits and include.
· Environmentally sustainable management of living natural resources and land use
· Energy efficiency
· Renewable energy
· Clean transportation
· Pollution prevention and control
· Sustainable water and wastewater management
· Project Evaluation and Selection Process – This criterion requires that an issuer of a Green Financing outlines the process it follows when determining the eligibility of an investment using Green Financing proceeds and outline any impact objectives it will consider via a Sustainable Financing Committee that oversees green bonds / sukuk issuances. 
· Management of Proceeds – This criterion requires that Green Financing should be tracked within the issuing organisation. Separate portfolios should be created when necessary and if there are unallocated funds, the issuing organisation should declare how these unallocated funds will be managed
· Reporting – Reports to investors should be produced on an annual basis and contain information on how bond proceeds are utilised with quantitative and / or qualitative performance indicators used, where feasible. In addition, the report should also include details on any expected environmental impacts of the eligible green projects. 
· External Review – It is proposed that the Green Financing Framework will be reviewed against the highest standards, with a two-step approach to verification being adopted: 
· Second-Party Opinion (Pre-issuance verification); and 
· Post issuance external verification. 



3. Comparison with European Green Financing
[bookmark: _Hlk169926000]Green Finance Framework - Danske Bank Group
[bookmark: _Hlk169848378]“The transition to a low-carbon, resilient and environmentally sustainable economy requires vast amounts of capital.” (Danske Bank Group, 2022)
Sustainable progress is only made possible through societal transformation. Across the globe, businesses and the financial sector are taking steps to deliver on the UN Sustainable Development Goals (SDGs) and take climate action. Danske Bank Group views sustainability as an important driver in all aspects of their business, as well as being fundamental to creating long-term value for stakeholders.
When applied responsibly and with focus, finance is vital for enabling the transition to a low-carbon future. Danske Bank have identified the support of its customers, companies and Nordic societies sustainability transition as a key strategic ambition embedded within its sustainability policy. As such, Danske Bank Group seeks to ensure there is alignment between their lending and investment portfolios, and societal goals, particularly with respect to net-zero and carbon neutrality targets.
Recognising that transitioning to more sustainable economies and societies requires substantial financing; Danske Bank Group first established their Green Bond Framework in 2019. This is a central component of facilitating finance to clients’ environmentally beneficial projects. Since then, the volume of green loans has increased continuously to the value EUR 2.8 billion for Danske Bank A/S and DKK 17 billion for Realkredit Danmark A/S[footnoteRef:9] by the end of 2021. [9:  Green Finance Framework - Danske Bank Group November 2022] 

In conjunction with the bank placing sustainable finance at the core of their sustainability strategy, there are a further five focus areas that the bank identified as being important to their shareholders and which cover themes such as entrepreneurship, financial confidence, employee well-being & diversity, environmental footprint and governance & integrity. (Danske Bank Group, 2022)
Danske Bank Group’s Green Finance Framework document establishes the process and criteria used to support the mobilisation of debt capital to sustainable and environmentally beneficial purposes. 
The Green Finance Framework is based on the: 
· International Capital Market Association (ICMA) Green Bond Principles June 2022 
· Loan Market Association (LMA) Green Loan Principles 2021 
Like the PIF’s Green Finance Framework, Danske Bank Group’s Framework is presented through the following key pillars: 
· Use of Proceeds 
· Green Loan Evaluation and Selection Process 
· Management of Proceeds 
· Reporting 
The Framework also follows the recommendations of the Green Bond Principles on External Review.

UK Government Green Financing Framework 
“Climate change, biodiversity loss and environmental degradation are transforming the global economy.” (gov.uk, 2023)
Recognising the importance of combatting climate change and protecting the natural environment, the United Kingdom’s (UK) approach to sustainability is to treat these as interlinked challenges and reflects the fact that these issues will play a vital role in long term national economic prosperity and wellbeing.
The United Kingdom considers it has an established commitment to leading global efforts to combat climate change as a signatory to United Nations Framework Convention on Climate Change (UNFCCC) (1992), the Kyoto Protocol (1997), and the Paris Agreement (2016). In addition, it has also committed to the UN 2030 Agenda for Sustainable Development; and claims to be the first major economy to legislate for net zero.
With over 90% of global GDP now covered by national net zero targets, the transition to net zero is not just an environmental imperative, it is also a growth opportunity for the UK. “Supplying the goods and services necessary to reach global net zero ambitions is estimated to be worth up to £1 trillion to UK businesses to 2030.” (gov.uk, 2023)
The UK developed a Green Finance Strategy in 2019, which aligns private sector financial flows with environmentally sustainable and resilient growth, thereby helping to ensure the UK’s long-term competitiveness. A green financial services system represents an opportunity to catalyse the transition to a green economy.
“The UK Government Green Financing Framework (the “Framework”) has been developed in accordance with the 2021 ICMA Green Bond Principles (the “ICMA Green Bond Principles”).” (HM Treasury, 2021)
To provide investors with a clear framework to support the government in delivering the low carbon finance needed for the net zero economy, the UK implemented a green taxonomy which provides a common framework to tackle greenwashing, and help investor make informed green choices; support sustainable investments; and understand the impact of firms’ activities and investments.
The Framework aligns with the four core components of the ICMA Green Bond Principles, which cover:
· Use of Proceeds 
· Green Loan Evaluation and Selection Process 
· Management of Proceeds 
· Reporting 
Eligible Green Expenditures include: 
· Clean Transportation
· Renewable Energy
· Energy Efficiency
· Pollution Prevention and Control
· Living and Natural Resources
· Climate Change Adaptation
“The global transition to a net zero, resilient and nature positive economy will see trillions of pounds reallocated and invested in new projects, products and services.” (gov.uk, 2023) 
The 2023 Green Finance Strategy update to the UK’s 2019 Green Finance Strategy defines how the UK will mobilise the investment needed to meet climate and nature objectives. This Strategy aims to deliver on five key objectives:
· UK financial services growth and competitiveness – more support to the financial services sector to prosper from a transitioning global economy. 
· Investment in the green economy – private investment in the range of magnitude of an additional £50-60 billion capital investment year on year[footnoteRef:10]. is key to delivering net zero, building climate resilience and supporting biodiversity recovery, through the late 2020s and 2030s   [10:  HM government (2021), Net Zero Strategy, pp.327-328. Figures represent in-year capital expenditure requirements, exclude financing costs, and do not include operating costs. This is to prevent double counting (for example, where capital expenditure in an energy supply sector is operating expenditure in an end-use sector) - https://www.gov.uk/government/publications/green-finance-strategy/mobilising-green-investment-2023-green-finance-strategy#fn:4 ] 

· Financial stability – an effective green finance framework helps to ensure the finance sector has the information it needs to manage risks from climate change and nature loss.
· Incorporation of nature and adaptation – adoption of a strategy that explicitly incorporates both nature and climate adaptation into the government’s green finance policy framework.
· Alignment of global financial flows with climate and nature objectives –a potentially significant economic opportunity exists for the UK by supporting the global transition, while in parallel building closer relationships with high growth emerging markets and developing economies.



4 Green Finance Framework - Case Studies 
[bookmark: _Hlk169956698]Public Investment Fund, Saudi Arabia
The Public Investment Fund published their Green Finance Framework ‘Allocation and Impact Report’ in September 2023.  In the report, PIF identified a capital expenditure portfolio of $11.7bn of 59 eligible green projects, of which $8.5bn has been allocated under PIF’s two green bonds.
Eligible projects include: 
· Red Sea Group (RSG) - As part of Vision 2030, PIF are investing $4.1 billion to fund green and social projects within The Red Sea project. In addition, RSG is leveraging new technologies and innovations to actively enhance the wellbeing of guests, communities, and the environment. 
Danske Bank Group 
In their 2022 Green Bond Report, the Danske Bank Group summarise the green loans they have facilitated to support low-carbon and sustainable investments, such as:
· Renewable energy: Celtic Interconnector -- The proceeds from the green loan financed the construction of the 700 MW high voltage undersea cable Celtic Connector between Ireland and France
· Clean transportation: Keolis in Denmark – The financing of over 60 fully electric busses used to transport passengers across various regions in Denmark.
Danske Bank’s state in this report, with respect to its Green Finance Framework, that an amount equal to the net proceeds of the green bonds will be used to finance or re-finance, in whole or in part, loans or investments (green loans) located predominantly in the Nordic region and originated by Danske Bank. (Danske Bank A/S)
UK Treasury 
The “UK’s Green Financing Programme raises financing from investors (e.g., green bonds) to fund green expenditures that tackle climate change, biodiversity loss and other environmental challenges.” (gov.uk, 2023)
HM Treasury’s ‘UK Green Financing Allocation and Impact Report’ presents impact and allocation data from expenditures financed by the Programme and covering each of the six categories for eligible green expenditure identified in the Framework (£10.5 billion raised and £8.6 billion allocated to eligible green expenditures in 2022-23). 
Expenditure includes: 
· Clean Transportation: Cycling and walking funding (Active travel programme) – An investment of £2 billion of new funding (over five years) for active travel to boost cycling and walking. 
· Climate Change Adaptation -- Flood and Coastal Erosion Risk Management (Environment Agency Floods Programme): The address potentially significant future risks from flooding and coastal erosion, £5.2 billion was allocated as part of a six-year investment programme to protect people living in coastal areas and enhance of the resilience of flood protection and defence infrastructure.




5 Conclusion: Green Financing Framework – Sustainable Leadership?
From a very limited and high-level assessment of a selection of organisations and institutions that established and offer green financing frameworks, typical these entities seem to hold sustainability as a central tenet of their business model. They promote the provision of green finance as part of their ESG policy. While this apparent concern about climate change and the environment may be customer (and / or investor) led, rather than being a completely authentic value held by the organisation, they are enabling the transition towards net zero with tangible indications that green finance is benefiting communities. 
 Despite the different territories considered and their geographical separation, overall, there are commonalities in terms of the green finance framework mechanisms adopted. There are also close similarities in terms of how the respective governments are using these products to help address issues with funding based on an aligned goal of trying to transition to a low-carbon, resilient and environmentally sustainable economy. 
The Paris Agreement has prompted Government, businesses and financial instructions to provide green financing, and while these products are becoming the preferred alternative for investors, there are still obstacles associated with the short-term horizons of investors to overcome.   
Green finance is evolving rapidly to address issues associated with net zero and climate change by delivering on the Sustainable Development Goals (SDG), addressing climate change and meet development challenges. The future evolution of green finance is anticipated to involve the integration of ESG factors into investment decisions; release of innovative financial products to the market; maintaining an agile stance with respect to emerging technologies, and a greater emphasis on impact measurement.
Sustainable leaders seek to create positive change by building enterprises that are sustainable and reduce operational impacts on the natural environment. They also drive and evaluate how their organisational strategy contributes towards a carbon neutral effect on the world. Similarly, in a process of continuous improvement, supported by a spirit of innovations, they consider change that can contribute tow more sustainable outcomes. 
Sustainable leadership provides value and wider benefits through: 
· Investors providing access to more favourable financing
· Retention and attraction of top talent. 
· Customer’s trust. 
· Unlocking new market opportunities. (Russell Reynolds Associates)
Holistically considering these key characteristics of sustainable leadership, it is my opinion that green finance with its focus on financing a transition to net zero meets the qualifying criteria to be considered as a form of sustainable leadership. 
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