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Abstract: 

Because of the worldwide drive for sustainability, green finance and innovation for the environment are 
now receiving more attention. Through green finance, eco-friendly projects receive financial support 
that lowers environmental risks and environmental innovation brings new ideas and methods that back 
up sustainable activities. The research studies how green finance and environmental innovation work 
together and how this partnership promotes sustainable development. The researchers applied 
descriptive statistics and hypothesis tests using primary and secondary information to see if these 
concepts play a valuable and significant role in the long-term impact on the environment, economy and 
society. Information gathered shows that having access to green finance helps to speed up the pace of 
environmental innovation which in turn supports the development of various sustainable sectors. 

Keywords: Green Finance, Environmental Innovation, Sustainable Development, Eco-Investments, 
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INTRODUCTION: 

Both economies and environments in nations are now safeguarded by the goal of sustainable 
development for the future. Both green finance and environmental innovation are very important in 
this context. Green finance consists of investments that are beneficial for the environment as part of 
promoting sustainable development. For example, this requires investing in renewables, reducing 
pollution, saving energy and other helpful technologies for the environment. On the other hand, 
environmental innovation deals with creating new ideas and solutions to lower the impact on nature. 

Green finance and environmental innovation are working more closely together these days. It is well 
known by policy-makers and financial institutions that environmental innovation depends on having 
proper funding. The research investigates both forces and the way they add to sustainable development. 
It further studies whether boosting green finance causes more inventions that benefit nature and the 
economy. 

 

mailto:sarveshmohania@yahoo.com
mailto:jasminkhare28@gmail.com
mailto:avinash.9329848454@gmail.com
mailto:ajatashatru7@gmail.com
mailto:maltesh96@gmail.com


International Journal of Environmental Sciences  
ISSN: 2229-7359 
Vol. 11 No. 2S, 2025 
https://www.theaspd.com/ijes.php 

788 

 

LITERATURE REVIEW: 

Official studies confirm that green finance and innovative ideas in environmental protection are 
becoming more and more important for building sustainability in India. The 2020 study performed by 
Researcher showed that supporting renewable energy through financial assistance is a key factor for its 
promotion. According to the study, using certain green financing routes encourages clean energy usage 
and aids India’s efforts for sustainability. In a similar vein, researcher [2] studied green banking in India 
and underlined that the green actions of banks help preserve nature while growing the economy. The 
findings point out that sustainability ideas are being applied more in Indian banks which supports the 
progress of green finance. 

Using panel data, researcher [3] (2016) studied environmental sustainability and the economy of India, 
discovering that sustainable policies help the country’s economy. Also in [2021], a researcher discussed 
how green finance helps infrastructure developers achieve their eco-friendly and economic goals. 
Likewise, [5] (2018) looked into environmental innovations in Indian manufacturing industries and 
concluded that incorporating environment-friendly methods strengthens sustainability and helps 
enterprises succeed. 

Lately, people have started to notice the importance of green bonds and other innovative financial 
instruments. [Author : 2019] Green bonds were examined by the author [6] as innovative environmental 
financing tools for India. The role of environmental governance is further highlighted by the MoEFCC 
report which explains forest conservation and the challenges that green finance needs to tackle [7]. 

Studying urban sustainability and public-private partnerships (PPPs) is very important. The researcher in 
[2020] pointed out that, by working together, finance and government, PPPs can support the growth of 
urban transport and promote environmental-friendly transits. Using a study, researcher [9] (2022) 
showed that when combined, environmental regulations and green financial policies motivate industries 
in India to use cleaner methods. 

According to [10] (2020), researchers have found that financial problems along with insufficient 
awareness prevent MSMEs from adopting green technologies, so more government policies are required 
to improve sustainability within this field. In the end, [11] (2017) looked into green credit policies in 
Indian banks and concluded that although achievements have occurred, stronger action and additional 
reforms will help enhance the positive effect on the environment. 

All these studies put together describe the ways green finance, environmental innovation, policy settings 
and joint actions contribute to the growth of India’s sustainable development. They look at important 
issues to solve such as providing access to capital, adopting technology, sticking to regulations and 
deciding sector strategies which are useful pathways for research and public policies. 

Objectives of the Study: 

➢ To examine the relationship between green finance and environmental innovation in 
promoting sustainable development. 

➢ To analyze how green financial instruments influence the adoption and growth of eco-friendly 
technologies. 

➢ To assess the impact of environmental innovation supported by green finance on achieving 
long-term sustainability goals. 

Hypothesis: 

➢ H₀ (Null Hypothesis): There is no significant relationship between green finance and 
environmental innovation in promoting sustainable development. 

➢ H₁ (Alternative Hypothesis): There is a significant relationship between green finance and 
environmental innovation in promoting sustainable development. 
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RESEARCH METHODOLOGY: 

To investigate the link between green finance and environmental innovation in the world of sustainable 
development, the study is using a quantitative and descriptive approach. To create a full picture of the 
matter, the researcher uses both primary and secondary types of data. Data for this study was gathered 
by sending a prepared questionnaire to 120 people, who were professionals in the fields of green project 
management, finance, the environment, policy-making and environmental NGOs. The method used to 
select them was purposive sampling, since the individuals needed to be engaged in green finance and 
environmental activities. The survey consisted of questions using the Likert scale, multiple-choice 
questions and a number of open-ended responses that gave me both numbers to analyze and useful 
comments. 

I also gathered secondary data by consulting World Bank reports, documents from the United Nations 
Environment Programme (UNEP), different government sustainability papers and the Journal of 
Cleaner Production and the Journal of Sustainable Finance & Investment. These supplemental sources 
shared helpful details, comparison data and significant ideas about policies which were helpful 
alongside the main findings. 

The study mainly worked on determining the effects of three main variables. Within the study 
framework, green finance was set as the independent variable by its indicators of funds being available, 
the use of green bonds and help from the government. The use of clean technologies, design of eco-
friendly items and the practice of sustainability served as how I measured environmental innovation. 
Sustainable development was controlled for using an index that tracks overall use of renewable energy, 
policies that help the environment and the objectives for long-term sustainability. 

Both online and direct interviews were used to collect data through the use of Google Forms and set 
interview questions. Everyone involved gave consent to be a part of the research and their privacy was 
always guaranteed. A small number of ten participants tried the questionnaire before deployment and 
based on their comments, changes were made so the survey could provide useful information. 

In this research, SPSS and Microsoft Excel were applied for analyzing the data. The data was divided 
into groups and summary statistics including mean, standard deviation, minimum and maximum values 
were used to show the results. Green finance and environmental innovation were studied to find out if 
any and what type of correlation exists between them. Statistical significance of the relationships was 
checked by doing t-tests on the hypothesis test. Visual charts and graphs were prepared to present the 
important results. 

The reliability was confirmed by calculating Cronbach’s Alpha on Likert responses and the result was 
found to be much higher than 0.70. Knowledge and literature on environmental economics were used 
to test and confirm the quality of the survey. At the same time, there are some restrictions to this 
methodology. Because of purposive sampling, the findings may not be suitable for everyone. Also, 
responses that people give themselves may be biased. 

All in all, the study uses a strong method that combines fact-finding and expert statistics, letting us study 
green finance and environmental innovation’s influence on sustainable development. 

Table 1: Descriptive Statistics: 

Variable Mean Standard 
deviation 

Minimum Maximum 

Green Finance 
Score 

4.2 0.68 2.8 5.0 

Environmental 
Innovation Score 

4.0 0.74 2.5 5.0 
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Sustainable 
Development 
Index 

4.3 0.55 3.2 5.0 

 

ANALYSIS OF DESCRIPTIVE STATISTICS: 

They offer essential knowledge about what the most significant variables in the study mean for the 
observations, forming a basic understanding of these concepts within the investigated institutions and 
among the respondents. The findings indicate that the green finance record has a mean of 4.2 and a 
standard deviation of 0.68. It shows that most respondents regularly allocate significant financial 
resources to projects that help the environment. It points out that financial institutions are now 
involving green bonds, eco-subsidies and sustainability-linked loans in their actions. Since the standard 
deviation was very small, participants mostly shared a similar idea and carried out green finance 
practices. 

Also, the statistical mean for environmental innovation is 4.0 and its standard deviation is 0.74. It 
indicates that the majorities of respondents include adopting and promoting green technologies like 
renewable energy systems, energy-saving structures and eco-friendly production methods. Since different 
sectors and regions sometimes have different capabilities for embracing new innovations, the range of 
responses is slightly larger. As an example, some groups have excelled in creating new green technology, 
but others are still trying to incorporate these systems. 

The sustainable development index had an average score of 4.3 and a standard deviation of 0.55, the 
highest average for all the three groups of data. It appears that green finance and innovation are closely 
connected to lasting sustainability objectives which cover the environment, society and the economy. 
The small standard deviation found here means that respondents are all on the same page about 
positive outcomes from sustainable development. 

The statistics provide an optimistic view and reveal that the study sample takes part enthusiastically in 
green finance and environmental development. Because the averages for each CSR item are close to 5, it 
proves that these policies are not only seen as important but also can be found in their company’s 
strategies. These results give proof of the role green finance and environmental innovation have in 
advancing sustainable development. 

Table 2: Hypothesis Testing (Pearson Correlation): 

Variables Correlation 
Coefficient (r) 

p-value Result 

Green Finance vs 
Environmental 
Innovation 

0.74 0.0001 Significant 

Green Finance vs 
Sustainable 
Development 

0.68 0.0004 Significant 

Innovation vs 
Sustainable 
Development 

0.81 0.0000 Highly Significant 
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ANALYSIS OF HYPOTHESIS TESTING: 

This study used hypothesis testing to find out if green finance and environmental innovation were 
related to sustainable development and how much such a relationship influences sustainable 
development. Experts measured a strong positive correlation using Pearson’s correlation coefficient and 
discovered that green finance was linked with environmental innovation. The p-value found was 0.0001, 
indicating that the result is significant since it is below 0.05. So, it is obvious that the association is 
significant and cannot be explained by chance. Thus, the null hypothesis, H₀ which suggests that green 
finance does not influence environmental innovation, is not valid and the alternative hypothesis H₁ is 
accepted. 

Running more correlation analysis on green finance and sustainable development, it was found that 
they are related with a strong and significant (p-value 0.0004) correlation of 0.68. In other words, if 
more financial resources are given to environmentally friendly efforts, this leads to better sustainability 
results. Also, correlation analysis showed that the correlation between environmental innovation and 
sustainable development was the strongest among all relationships, with a coefficient of 0.81 and a p-
value of 0.0000 which highly indicates the result. The result shows that progress toward becoming 
sustainable depends closely on new technologies and creative ideas for the environment. 

The findings of these tests prove the initial belief that green finance is very important for promoting 
new environmental actions and both factors make a significant, positive difference to sustainable 
development. Strong interrelations indicate the accuracy of the study’s approach and stress the role of 
financial solutions and technology in maintaining ecological and economic equilibrium. They further 
confirm that for the environment to be sustainable in the long run, we need to invest strategically in 
green technology. 

CONCLUSIONS OVERALL RESULTS: 

It is found that there is a strong link between green finance and environmental innovation and both 
greatly contribute to sustainable development. A careful analysis of the data and hypothesis tests 
support the fact that green finance really helps improve the environment by bringing capital to clean 
technologies, eco-green projects and green industry. Stronger adoption of green financing and major 
efforts in environmentally friendly strategies by the surveyed stakeholders are clear from the decent 
mean values registered in the descriptive statistics. Moreover, having low standard deviations means 
most companies agree on the significance of these elements. 

The results from hypothesis testing proved that green finance, environmental innovation and 
sustainable development are significantly associated with each other. Plainly, there was a specific positive 
link between environmental innovation and sustainable development, showing that technological 
progress is vital for achieving balance in nature and financial security. There was a clear positive 
relationship between green finance and environmental innovation; this means that more funding in this 
area results in the development of modern sustainable technologies. 

All things considered, the study proves that green finance and innovation are closely related and 
influence each other for the betterment of sustainability. Green projects and innovations can only 
advance when financial institutions, policy players and industry leaders are united. The research 
recommends that by combining policies, using better incentives and getting more support from 
institutions, green finance can be broadened and improved environmental innovation can in turn 
happen. The results provide important direction for planning future sustainability efforts at the national 
and global levels. 
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Future Scope of the study: 

The findings of this study give a good base to understand green finance, environmental innovation and 
sustainable development, leaving ample space for development. Another aspect that should be 
examined is whether green finance and innovation affect certain sectors differently such as agriculture, 
transportation, manufacturing and construction. Also, further studies can include data from many 
different countries to identify the unique effects of different policies and uncover variations across 
nations. Doing such research allows us to follow how green financial investments impact environmental 
and social indicators in the long run. 

Besides, since technology is advancing so rapidly, future studies may look into the use of AI, blockchain 
and IoT to support green finance and improve the visibility, management and efficiency of 
environmental innovation projects. Another promising subject is how public-private partnerships 
support green innovation. They could also study attitudes and actions of investors, buyers’ reaction to 
eco-friendly goods and whether businesses are ready for a sustainability shift. As the climate policies of 
the world progress, it is important to assess the rules and organizations that play a role in moving green 
capital. All in all, further research can help improve models that apply green finance and technology to 
encourage and support sustainability. 
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