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ABSTRACT

Aim: Green finance is a concept that is only partially known in Albania. However, Albania is committed to
supporting green agreements for a planet that respects the environment and sustainability. For this reason,
this paper aims to analyze the level of knowledge and awareness of Albanian people regarding green finance,
the financial products that are part of green finance, the activities developed to promote green finance, as
well as the expected results regarding the commitment towards a sustainable green world. Methods: In or-
der to study the latest developments, a questionnaire was built, which was distributed at institutions that are
related to sustainability activities or are responsible for sustainability reporting and also where the financial
institutions that produce financial products that promote green finance operate. Results: The results of the
study show an increasing trend of activities in support of sustainable development, but still relatively little
recognition of the problems related to the emission of greenhouse gasses and climate change. Reporting about
sustainability activities is in the process of being included in financial reporting standards. Conclusions: In
conclusion, green finance in Albania is in its first steps and needs general awareness and involvement of all
actors to make possible a quick transition to a sustainable economy and living. Reporting about sustainability
activities is still voluntary and not mandatory; standards about sustainability reporting are still in progress
and, when finalized, will help to boost all individuals and enterprises toward performing and reporting sus-
tainability activities.
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INTRODUCTION

Green finance is still a relatively new concept in
Albania. Albania is strongly engaged in all European
initiatives to support the Sustainable Development
Goals (SDGs) and climate change mitigation, as well
as to preserve and protect the environment as part
of green agreements. The issue of setting up green
finance starts with an initial assessment of climate
change and its negative effects on the planet. Green
finance consists of the creation of financial prod-
ucts that activate public and private investments in

support of maintaining sustainability, protecting the
environment, and mitigating climate change [Hohne
et al. 2011]. There is no standard definition regard-
ing green finance, and we often find terms such as
climate finance, environmental finance, and sustain-
able finance, which are similar and overlap, but are
not the same thing. Basically, green finance is part of
sustainable finance [Mohd and Kaushal 2018]. Green
finance focuses on environmental issues that aim to
preserve the environment by activating investments
and the flow of capital towards sectors that produce
products and services that protect the environment
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and help preserve it. For example, investments in the
production of renewable energy, the reduction of en-
vironmental pollution, the preservation of forests and
waters of the seas, rivers, lakes, and oceans, as well
as the development of electric transport that reduces
the level of environmental pollution, etc. [Krastev
and Krasteva-Hristova 2024]. The concept of green
finance is explained by first understanding the con-
cept of sustainable finance and the concept of sus-
tainability itself. The concept of sustainability is
related to meeting the needs of today’s world while
respecting and preserving the demands and needs of
tomorrow’s world [Baudry et al. 2017]. The concept
of sustainability is closely related to the concept of
the continuation of the existence of human beings and
all other beings that are part of this planet; it relates to
the continuation of life and the survival of the world
that we know [Arcagdk 2023]. The concept of sustain-
able finance refers to the activation of the movement
of capital towards sectors that develop environmental
protection activities, social activities, and governance
activities [Schéifer 2012]. All mechanisms created or
activated by sustainable finance aim to support the
17 SDGs and environmental, governance, and social
strategies [Schumacher et al. 2019]. Green finance
is realized through financial instruments specifically
created to activate the financing of projects for the
benefit of environmental protection, mitigating the
effects of climate change, and the transition towards
the elimination of greenhouse gas emissions [Knez et
al. 2022]. The most popular financial products cre-
ated in the framework of green finance are green
bonds, environmental bonds, and sustainable bonds,
which are all debt instruments that aim to finance
the public and private sector that implements proj-
ects, programs, and activities that promote environ-
mental protection, mitigating the effects of climate
change, as well as moving towards an economy that
maximally reduces emissions of carbon dioxide and
greenhouse gasses [Cerqueti 2023]. The development
of green finance requires the public and private sec-
tors to work together to implement projects aimed at
supporting the SDGs. To achieve this, the govern-
ment, international institutions, private companies,
public agencies, universities, second-level banks,
the central bank, and any other crediting financial

institution must be included [Martin 2022]. Green fi-
nance is intended to assess and reduce climate risks,
mitigate the negative effects of climate change, and
gradually move towards the production of renewable
energy that is sustainable, long-term, and that protects
the environment and life on the planet [Brithl 2021].
Global warming, or global combustion, as it is called
in recent years, is now a problem for our entire planet.
It is a problem that must be addressed by all countries
of the world, especially those that cause the biggest
part of the problem. Unfortunately, the countries with
the smallest emissions suffer the most [Soundarrajan
and Vivek 2016]. The primary countries responsible
for high carbon dioxide emissions are China, Russia,
Canada, the USA, Japan, Iran, India, Germany, South
Korea, Indonesia, Brazil, South Africa, Turkey, and
the United Kingdom, mainly due to industrial activi-
ties [Singh 2017]. Understandably, it is these same
countries that should be on the front line of the attack
to compensate, setting up mechanisms to reduce the
damage created by global warming as well as to pro-
mote the reduction of the cause of this global damage
[Koval et al. 2022]. The main countries that have pro-
duced financial products in the framework of green
finance, otherwise known as green bonds, are China,
Germany, the USA, the United Kingdom, Italy, France,
Spain, Holland, and Hong Kong [Statista 2024]. In
the last decade, the USA has led in the generation of
funds through green bonds totaling USD 454 billion.
It is impossible for Albania to be the main actor in the
development of green finance, but it can become part
of all the initiatives of the Western Balkans for the
creation of green bonds, to absorb green investments,
and through the development of well-coordinated fis-
cal policies to reduce the emission of carbon dioxide
and greenhouse gasses [Dashi 2023]. Currently, there
is a green finance platform where all the specifics of
a green financial system are explained, which is based
on two main components: first, the prioritization of
all green investments with a focus on the environment
and mitigating climate change, and the second is the
support of all investments that increase sustainability
and prioritize all SDGs (CPI 2021). Since the indus-
trial acceleration of the 1980s, the world is constantly
experiencing negative effects regarding sustainability.
Rapid industrial development was accompanied by
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the deterioration of sustainability [Sachs 2014]. In the
following years, many phenomena have been related
to this development, and in relation to COVID-19, the
connection with the deterioration of sustainability has
been widely discussed [Ranjbari 2021]. The effects
of COVID-19 make the actions of all the countries
of the world much more important in increasing sus-
tainability and responding in support of the 17 SDGs
[Barbier and Burgess 2020]. After the COVID-19
pandemic, the perception regarding sustainability has
completely changed, identifying determinants of sus-
tainability through a new perspective, that of a post-
COVID-19 world [Abbas et al. 2021]. In their recent
studies, Gjoni and Mugca [2023] studied the financial
reporting problems of rural households and also took
into consideration their reporting on green finance is-
sues. There is always a need for environmental sup-
port in regard to preserving nature and its equilibrium
[Sari¢ et al. 2023].

AIM AND METHODS

In Albania, there are very few studies about green
finance and the perception of green investments in re-
lation to sustainability and the SDGs. For this reason,
it is necessary to analyze the level of knowledge of
the concept of green finance, the instruments available
to countries like Albania, how much these funds have
been used by financial intermediaries, the government
and market actors, and how much these funds have
been translated into investments in projects, programs,
and activities that support sustainability by focusing
on mitigating the negative effects of climate change as
well as the transition towards a green economy with a
significant reduction in the emission of carbon dioxide
and greenhouse gases.

The study’s methodology is based on quantitative
and qualitative data analysis and interpretation. For
this purpose, a questionnaire was built and distributed
to about 500 individuals who work in companies that
are related to sectors that must support sustainability,
such as energy, transport, tourism, agriculture, etc.
From this sample, only 220 questionnaires were valid
and were analyzed and processed statistically. Ques-
tions were focused on recent research on this topic
and selected to reach the main objective of the study,
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which is to evaluate the level of evolution of green
finance in the perception of Albanian stakeholders.
About 20 interviews were also conducted with repre-
sentatives of agencies that report on sustainability in
Albania, such as agencies of the Ministry of Agricul-
ture and Rural Development, the Ministry of Tourism
and Environment, and agencies under the municipali-
ties, etc. A descriptive method of analysis was used to
analyze the results and draw some important conclu-
sions. The research questions we raised to carry out
this study were:

Q1: What is the awareness level of the concept of green
finance in Albania and the scope of its coverage?

Q2: Do Albanian institutions periodically report on
sustainability and investments in the framework
of green finance?

Q3: Does the Albanian financial market offer financial
products that support green investments, protect
the environment, and increase sustainability?

Q4: Have the Albanian institutions applied for the ab-
sorption of funds for projects in the framework of
green finance?

Q5: What is Albania’s contribution regarding activi-
ties that increase sustainability and support the
SDGs?

RESULTS

Regarding the first question, the respondents an-
swered that they partially know the concept of green
finance, and that there are only a few initiatives to
convey information about green financing and the sec-
tors that can benefit. Most of them fail to differentiate
between the terms sustainable finance, green finance,
climate finance, and environmental finance; they think
they are the same term formulated in different ways
(Fig. 1).

Regarding the question of whether the institutions
where they work, or are related to, report on activities
that support sustainability, they answered that there
are short reports on financing related to green energy
sources, such as renewable energy produced through
solar panels, hydropower plants, and mini-hydropow-
er plants, as well as urban transport services utiliz-
ing electric cars, and increasing the use of recyclable
packaging, etc. (Fig. 2).
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Are you aware of the term green finance?
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Fig. 1. The awareness level of the green finance concept

Source: the authors.

Does your institution report periodically
regarding sustainability activities?

W Yes

H No

= 1 don't knc

V total

Fig. 2. Reporting of sustainability activities

50%

Source: the authors.

The level of environmental activities in Albania,
according to the respondents (Fig. 3), is mainly rep-
resented by a general initiative of municipalities to
plant 1,000,000 green trees throughout the country,
initiatives to clean the banks of rivers and lakes, and
the establishment of a national moratorium for the
protection of Albanian forests by law since 2016
[LIGJ 5/2016].

Regarding the question of whether the Albanian
financial market offers specialized financial products
for green investments, the respondents answered that
there are such products in the form of green loans of-
fered for transport utilizing electric cars as well as the
installation of solar panels widely in hotel businesses

I don't know

Assess the level of environmental activities
in the organization where you work

33%

B None M Verylow @ Average

High

Very high

Fig. 3. The level of environmental activities

Source: the authors.

and in the production sector.

Regarding the fourth question regarding applica-
tions for European Union funds for financing green
projects, the respondents answered that they accessed
funds through cross-border projects, projects within
the framework of consortia between private organi-
zations, universities, and foreign partners, as well as
agencies of ministries and municipalities in the coun-
try. However, the level of applications for these funds
and the level of their profit from the Albanian partners
still remains low (Fig. 4).
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Have you applied for EU funds for green projects, programs, activities, and did you win the application?

80
65
35 32
- - :

Yes | have applied,
but | have won
only few of them

Yes | have applied Yes | have applied,

and won but | have
the application not won
any of them

Fig. 4. Level of application for green investments

Source: the authors.

Regarding the fifth question, the respondents an-
swered through an open question whether Albania has
embraced all the initiatives of the transition towards
a renewable energy industry through the hydropower
plants built throughout its territory, as well as through
the wind energy that will be produced through three
new projects that have just started. There has also been
great support for transportation using electric buses
and electric taxis. This will significantly help reduce
the country’s carbon dioxide emissions. However, Al-
bania remains a country with a high level of transport
based on diesel and gasoline vehicles, which needs to
be reduced through government policies encouraging
renewable energy.

Through interviews with actors who have access to
reports related to activities that support sustainability,
it turns out that the reports have very little informa-
tion, within the amount of one or two paragraphs, and
without explaining the ongoing impact in relation to
the benefits derived from the activities related with
stability. The interviewees in 93% of them emphasize
that the role of the government, municipalities, and
local administration units should be much higher to
sensitize communities regarding sustainability and the
opportunities created through green finance.
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| have not applied | don't know

CONCLUSIONS

As a conclusion from the study conducted with 500
respondents regarding the concept and effectiveness
of green finance in Albania, as well as 20 interviews
with actors participating in agencies that report on
sustainability, it turns out that an accurate portion of
Albanians still do not have a accurate understanding of
green finance, sustainability, sustainable finance, and
issues related to climate change. For this, more aware-
ness is needed on the part of the government, interna-
tional institutions, financial intermediaries, non-gov-
ernmental organizations, and other actors who have
full knowledge about the concept of sustainability and
the SDGs in order to expand as much as possible the
scale of participants in activities, projects, programs,
and investments that improve sustainability. Also, the
study showed that there are specialized financial prod-
ucts to support green investments, but that there is still
a relatively low recognition of them, with unfavorable
conditions for profit and difficulty in obtaining financ-
ing. Also, the study showed that there is still a lack
of a reporting culture in Albania regarding the financ-
ing of green investments and engagement in activities
that support sustainability and their periodic report-
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ing. We recommend that this type of reporting for all
companies that engage in projects with an impact on
the environment should become part of the mandatory
and standard annual financial reporting of these com-
panies. The study showed that, to a large extent, local
and local government institutions do not regularly re-
port on activities that support sustainability, and this
is due to a lack of ongoing funds and a lack of culture
regarding the importance of sustainability and mitigat-
ing the effects of climate change. In conclusion, there
is a need for more studies in this field, with the aim of
encouraging the commitment of the entire population
regarding sustainability, access to green finance, and
reporting on sustainability.
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EWOLUCJA ZIELONYCH FINANSOW W ALBANII

STRESZCZENIE

Cel: Zielone finanse to koncepcja wciaz czgsciowo znana w Albanii. Jednak Albania zobowigzata si¢ do
wspierania zielonego porozumienia na rzecz planety, ktora szanuje srodowisko i zrownowazony rozwoj.
Z tego powodu artykul ma na celu przeanalizowanie poziomu wiedzy i §wiadomosci Albanczykow na temat
zielonych finansow, produktow finansowych, ktore sg czescig zielonych finansow, dzialan opracowanych
w celu promowania zielonych finanséw, a takze oczekiwanych rezultatow dotyczacych zaangazowania na
rzecz zrbwnowazonego zielonego Swiata. Metody: Aby zbadac najnowsze osiggnigcia, opracowano kwestio-
nariusz, ktory zostat rozestany do instytucji zwiazanych z dziataniami na rzecz zrownowazonego rozwoju lub
odpowiedzialnych za raportowanie zroOwnowazonego rozwoju, a takze tam, gdzie dzialajg instytucje finan-
sowe, ktore wytwarzaja produkty finansowe promujace zielone finanse. Wyniki: Wyniki badania pokazuja
rosngcy trend dziatan na rzecz zrownowazonego rozwoju, ale nadal stosunkowo niewielka rozpoznawalno$é
problemdéw zwiazanych z emisja gazow cieplarnianych i zmiang klimatu. Sprawozdawczo$¢ na temat dzialan
na rzecz zrownowazonego rozwoju jest w trakcie uwzglednienia w standardach sprawozdawczosci finan-
sowej. Wnioski: Podsumowujac, zielone finanse w Albanii sa na poczatku swojej drogi i potrzebuja og6l-
nej $wiadomosci i zaangazowania wszystkich podmiotow, aby umozliwic¢ szybka transformacje w kierunku
zroéwnowazonej gospodarki i zycia. Sprawozdawczo$¢ dotyczaca dziatan na rzecz zrbwnowazonego rozwoju
jest nadal dobrowolna i nicobowigzkowa, standardy dotyczace sprawozdawczosci w zakresie zrownowazo-
nego rozwoju sg nadal w toku i po ich sfinalizowaniu pomogg zache¢ci¢ wszystkie osoby i przedsigbiorstwa
do wykonywania i raportowania dziatan na rzecz zrbwnowazonego rozwoju.

Stowa kluczowe: zielone finanse, cele zrownowazonego rozwoju, produkt finansowy, zmiana klimatu,
Zielony Lad
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