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Abstract: 

The Indian green bond market, while still nascent, is gaining traction as an essential instrument for promoting sustainable 

development. This research utilizes content analysis technique, examining secondary data sources like policy documents, 

corporate reports, and scholarly publications to identify the main drivers and obstacles affecting the growth of this market. 

The analysis uncovers that the key drivers are government support, corporate sustainability initiatives, and technological 

advancements. Nevertheless, obstacles like the absence of standardized definitions, high issuance costs, and limited 

investor awareness persist. The study recommends policy interventions focused on standardization, cost reduction, and 

investor education to fully harness the potential of green bonds in India, thereby contributing to the nation's sustainable 

development goals and international climate action efforts. 
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1.Introduction: 

The urgent global and Indian climate challenges necessitate sustainable financing mechanisms to tackle the environmental 

crisis. Fulfilling Sustainable Development Goals requires the utilization of innovative financial mechanisms and 

collaborative efforts on a global scale.  Despite the crucial role of the financial system in aligning investments with 

sustainability goals, it remains heavily invested in carbon-intensive assets, threatening future stability (Monasterolo, 2020). 

Innovative bonds are needed to attract private investments, especially as financial markets in Asia, including India, remain 

underfunded for sustainable development (Prakash & Sethi, 2021). In India, mechanisms like the Clean Development 

Mechanism (CDM) and Global Environment Facility (GEF) have shown potential in climate mitigation but have not fully 

utilized available abatement opportunities (Tatrallyay & Stadelmann, 2012). Integrating financial technologies and 

responsible resource management can significantly boost sustainability in India (Pu et al., 2024). 

Green bonds, promulgated to finance initiatives like renewable energy projects and pollution mitigation are crucial 

for enabling the transition to a low-carbon economy (Dai et al., 2024; Bhutta et al., 2022). They correspond with issuers’ 

Environmental, Social, and Governance (ESG) objectives, attracting socially responsible investors (Bhutta et al., 2022; 

Agliardi & Agliardi, 2021). The "greenium," or premium paid by investors, reflects their preference for sustainable 

investments (Agliardi & Agliardi, 2021). Evidence shows green bonds promote sustainable development, especially in 

supportive regulatory environments with better disclosure practices (Dai et al., 2024; Bhutta et al., 2022). However, 

concerns about "greenwashing" highlight the need for stringent standards and transparency in the green bond market (Asl 

et al., 2024). This paper examines the determinants affecting the proliferation and acceptance of green bonds in India 

utilizing secondary data. It addresses three key questions: What drives the issuance and investment in green bonds in India? 

What obstacles hinder the expansion of India's green bond market? What policy recommendations can be drawn from these 

drivers and barriers? 

 

2.Literature Review 

Ando et al. (2024) trace the green bond market's growth back to 2007, initiated by the European Investment Bank’s 

first issuance. This move catalyzed both corporate and sovereign green bond issuances, with sovereign bonds recently 

contributing to the emergence of a "greenium" in emerging markets, marked by lower yields in contrast to traditional bonds. 

Huang et al. (2024) underscore the significance of fintech in augmenting the issuance of green bonds, especially in the 
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context of China, by enhancing awareness and enabling intermediaries.Luo, Lyu, and Ballester et al. (2024) highlight the 

beneficial impact of green bond issuance on corporate environmental performance, particularly in sectors susceptible to 

environmental challenges, which affects credit risk. Sangiorgi and Schopohl (2023) note that green bonds enhance public 

image and stakeholder relationships, signalling a company's commitment to sustainability and attracting investors. De Deus 

et al. (2022) point to strong governmental support and coordinated policies as drivers of market growth in countries like 

China. However, Sangiorgi and Schopohl (2023) and Bansal et al. (2022) identify a knowledge gap among issuers and 

investors that hinders market expansion, while Wasan et al. (2024) and Bansal et al. (2022) highlight challenges like 

inadequate risk profiling and legal frameworks in markets such as India. Additionally, Wasan et al. (2024) highlight a 

substantial $2.5 trillion annual green financing gap in emerging markets, limiting resources for critical green projects. 

Bansal et al. (2022) discuss the expanding green bond market in India, driven by the need to fund low-carbon 

projects, but note challenges like unclear risk profiling and insufficient legislative support. Azad et al. (2024) and Mishra 

et al. (2023) agree that despite these issues, green bonds are increasingly seen as safe investments, attracting both 

institutional and retail investors. Sreenu (2024) and Bansal et al. (2022) identify government entities, financial institutions, 

and corporations as key issuers, motivated by both financial returns and environmental goals. Cheng and Wu (2024) 

highlight the importance of green bonds for state-owned enterprises and smaller firms, which use them for green 

transformation and regulatory compliance. Sreenu (2024) notes that green bonds in India mainly fund renewable energy 

projects such as solar and wind, which are crucial for the nation’s shift to sustainable energy, and also support sustainable 

tourism. Ning et al. (2022) observe a broadening scope of projects, with rising investments in energy efficiency and green 

building technologies, critical for reducing carbon footprints. However, Bansal et al. (2022) and Mishra et al. (2023) 

identify challenges such as market volatility, greenwashing, and limited investor demand. They suggest that stronger 

regulatory frameworks and market standardization are needed to overcome these issues. Bansal et al. (2022) and Bhutta et 

al. (2022) recommend strategies like enhancing market knowledge, increasing transparency, and implementing eco-friendly 

fiscal policies to build investor confidence and expand the market. 

Sangiorgi and Schopohl (2023) highlight the reputational benefits of green bonds as a indication of an issuer's 

commitment to sustainability, attracting diverse investors and enhancing the issuer's image. Sreenu (2024) notes that 

fintech, especially blockchain, can streamline financing for renewable energy, boosting green bond appeal. However, 

several barriers impede expansion of India’s green bond market. Bansal et al. (2022) emphasize the need for clear policies 

and risk assessment frameworks to build investor confidence. Wasan, Kumar, and Luthra (2024) add that inadequate 

legislative frameworks and risk profiling contribute to investor reluctance. Both Sangiorgi and Schopohl (2023) and Wasan, 

Kumar, and Luthra (2024) identify a significant knowledge gap among investors and limited demand for green bonds, 

compounded by a lack of awareness and a shortage of viable green projects. Bansal et al. (2022) also cite economic 

constraints and higher issuance costs as barriers, along with a lack of standardization in defining “green” projects, which 

creates ambiguity and reduces confidence. Azad et al. (2024) note that institutional investors are more engaged in green 

bonds than retail investors, stressing the need to understand retail investor attitudes to expand the market. Bhutta et al. 

(2022) call for additional research into how green bonds affect issuers performance and their comparative ESG 

performance. Despite challenges, green bonds are increasingly recognized for their potential in sustainable development, 

with fintech integration and adaptable regulatory frameworks seen as key to overcoming barriers and fulfilling India’s Paris 

Agreement commitments and broader sustainability goals. 

3.Methodology 

This research paper adopts a qualitative approach, relying on secondary data analysis to examine the factors influencing 

the growth and challenges of green bonds in India. The research will draw on various data sources to develop a thorough 

understanding of the green bond landscape in the Indian context. 

 

Data Sources 

The research will utilize secondary data, including: 

• Policy documents and regulations: Review of government policies and guidelines on green finance and bonds 

in India. 
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• Annual and sustainability reports: Analysis of reports from companies issuing green bonds in India, focusing 

on motivations, experiences, and challenges. 

• Research reports and publications: Examination of materials from financial institutions, think tanks, and 

regulatory bodies on green bonds in India. 

• News articles and media coverage: Analysis of news and media reports to capture trends, developments, and 

expert opinions on green bonds in India. 

 

Data Analysis 

The data will undergo rigorous content analysis, systematically coded and categorized to identify key themes, patterns, and 

trends related to the  factors driving and hindering green bonds in India. The qualitative data will be interpreted to draw 

meaningful conclusions about the factors influencing green bond growth and adoption. This approach enables a 

comprehensive exploration of the topic, leveraging existing information to illuminate the complexities of India's green 

bond market. 

 

Main 

Category 
Sub-Theme 

Coding Scheme 

(Keywords/Phrases) 
Frequency Key evidence 

Relevant 

stakeholders 

 

Drivers 

Government 

Support 

Tax incentives, subsidies, 

grants, Green Bond 

Framework, regulatory 

support, policy 

interventions, government 

initiatives, favourable 

policies, enabling 

environment, clear 

guidelines, streamlined 

processes 

High 

* Introduction of India's first 

sovereign green bonds in 2023 

* SEBI's Green Bond Framework 

(2017) 

* Integration of renewable energy 

projects into priority sector lending 

* Creation of a dedicated Green 

Window by EXIM Bank 

* Tax incentives and fiscal benefits 

* Regulatory sandbox for green 

finance 

* National Adaptation Fund for 

Climate Change (NAFCC) 

Government, 

Regulators 

(SEBI, RBI), 

Investors, & 

Issuers 

Corporate 

Sustainability 

ESG goals, brand image 

enhancement, attracting 

green investors, corporate 

social responsibility, 

sustainability reporting, 

stakeholder engagement, 

green reputation, 

competitive advantage, risk 

mitigation 

High 

* Green bond issuances by major 

Indian corporations like ReNew 

Power, Greenko, Adani Green Energy 

* Increased focus on ESG reporting in 

annual reports 

* Growing interest from international 

investors in Indian green bonds 

* Companies adopting sustainable 

business practices 

* Green bonds demonstrating 

environmental leadership 

* Stakeholder pressure for 

sustainability 

Companies/Iss

uers, Investors 

(domestic & 

international), 

Regulators, & 

ESG rating 

agencies 

Technological 

Enablers 

Blockchain technology, 

smart contracts, digital 

platforms, transparency, 

efficiency, streamlined 

processes, data analytics, 

improved accessibility, 

reduced costs, automation, 

tokenization 

Medium 

* Adoption of blockchain technology 

by Indian green bond issuers 

*Increased use of blockchain for the 

issuance and tracking  

* Creation of digital platforms for 

green bond platforms by stock 

exchanges (e.g., BSE Green Bond 

Platform) 

Issuers, 

Investors, 

Technology 

Providers, & 

Regulators 
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* Growing interest in using AI for 

impact measurement and verification 

* Use of data analytics for impact 

assessment and reporting 

 

Barriers 

Standardization 

& Clarity 

Lack of standardized 

definitions, greenwashing 

concerns, ambiguity in 

project classification, 

inconsistent reporting, need 

for clear guidelines, robust 

taxonomy, comparable 

standards, verification 

challenges, lack of 

transparency 

High 

* Debates on the inclusion of 

hydropower and nuclear energy under 

green projects 

* Instances of greenwashing reported 

in the Indian market 

* Lack of a centralized green bond 

database with standardized 

information 

* Absence of a universally accepted 

definition of "green" projects in India 

* Lack of standardized criteria for 

project eligibility and impact 

assessment 

* Absence of a dedicated green bond 

framework 

* Lack of standardized reporting and 

verification processes 

Regulators, 

Investors, 

Issuers, & ESG 

rating agencies 

Cost & 

Knowledge 

Barriers 

Higher issuance costs, 

complexity of the process, 

lack of investor awareness, 

need for education and 

outreach programs, 

capacity building, financial 

incentives for issuers, 

information asymmetry, 

lack of expertise, high due 

diligence costs 

Medium 

* Reports indicating higher costs for 

green bond issuance due to 

certification and reporting 

requirements 

* Surveys highlighting low awareness 

of green bonds among retail investors 

* Challenges faced by smaller 

companies in accessing green finance 

* Additional costs for project 

certification, impact assessment, and 

reporting 

* Perceived risks associated with 

green projects (technological, 

regulatory, market) 

* Lack of long-term track record for 

green bonds in India 

* Complexity of green bond 

structuring and issuance processes 

Issuers 

(especially 

smaller ones), 

Investors 

(especially 

retail), 

Intermediaries, 

& Training 

institutions 

Market 

Immaturity & 

Liquidity 

Nascent market, low 

liquidity, potential 

volatility, limited 

secondary market, need for 

market development, 

innovative financial 

instruments, investor 

hesitancy, lack of exit 

options, shallow market 

depth, lack of market 

makers 

Medium 

* Lower trading volumes in the 

secondary market relative to 

traditional bonds. 

* Predominance of institutional 

investors within the green bond 

market. 

* Restricted availability of green bond 

indices and ETFs in India 

* Nascent stage of India's green bond 

market with limited investors 

* Insufficient liquidity in the 

secondary market. 

Investors, 

Issuers, Market 

Makers, & 

Regulators 
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* Low retail investor participation due 

to lack of access to information 

* Perception of green bonds as niche 

or complex 

* Lack of diversified green bond 

products 

Table: Content Analysis of Green Bond Drivers and Challenges in Indian Context 

 

4.Results and Discussion 

The content analysis reveals a multifaceted landscape for green bonds in India, characterized by both robust drivers and 

persistent barriers. The findings emphasize the crucial importance of government backing, corporate sustainability efforts, 

and technological advancements in propelling the growth of this market. However, the analysis also highlights the pressing 

need to address challenges related to standardization, cost barriers, and investor awareness to fully harness the potential of 

green bonds in funding India's sustainable development goals. 

 

4.1 Drivers Fuelling Green Bond Growth 

Strong government support is a key catalyst for green bond issuance in India, with policies like tax incentives, the 

SEBI Green Bond Framework, and the incorporation of renewable energy into priority sector lending in creating a 

favourable regulatory environment. The launch of India's inaugural sovereign green bonds highlights the government's 

commitment to sustainable finance and sets an example for other issuers. Corporate sustainability initiatives also drive 

growth, as companies increasingly align their operations with environmental goals, using green bonds to demonstrate their 

commitment. Additionally, growing international investor interest in Indian green bonds motivates companies to enter this 

market. Technological advancements, particularly fintech innovations like blockchain and digital platforms, further 

facilitate green bond issuance and trading by enhancing transparency, efficiency, and accessibility. 

 

4.2 Barriers Hindering Market Expansion 

Despite positive momentum, several barriers hinder the widespread adoption of green bonds in India. A major 

challenge is the lack of standardized definitions and regulations for green projects, leading to concerns about greenwashing 

and reduced investor confidence. Establishing a clear, universally accepted green taxonomy is essential. Cost and 

knowledge barriers also present significant challenges, particularly for smaller issuers, due to perceived higher issuance 

costs and complexity. Additionally, limited awareness and understanding among investors, especially retail investors, 

restrict market participation. Overcoming these barriers requires streamlining issuance processes, offering financial 

incentives, and implementing investor education programs. The nascent stage of India's green bond market also contributes 

to issues of market immaturity and liquidity, with low trading volumes and limited institutional investor participation 

raising concerns about price volatility and exit options. Developing a robust secondary market and introducing innovative 

financial instruments are crucial to enhance liquidity and attract more investors. 

The analysis highlights the dynamic nature of within India's green bond market. Although expansion is fuelled by 

government support, corporate sustainability initiatives, and technological advancements, addressing challenges related to 

standardization, cost, and investor awareness is vital to unlocking the complete potential of green bonds in funding India's 

sustainable future. 

5. Conclusion 

The content analysis underscores the dynamic interplay of drivers and barriers shaping India's green bond market. 

The country's green bond market is growing, driven by government support, corporate sustainability efforts, and 

technology. However, challenges like unclear regulations, high costs, and low investor awareness hinder progress. 

Overcoming these hurdles is key to unlocking the market's full potential. To catalyse India's green bond market, 

policymakers should focus on three key areas. First, establishing a clear and universally accepted green taxonomy is 

essential to define eligible projects, prevent greenwashing, and boost investor confidence. Second, reducing issuance costs 

and simplifying the process, coupled with investor education, will encourage wider participation. Finally, developing a 



   
  
  

 

2323 

European Economic Letters 
ISSN 2323-5233 

Vol 14, Issue 3 (2024) 

http://eelet.org.uk 

robust secondary market, potentially through innovative financial instruments and increased institutional involvement, will 

enhance liquidity and attract more investors. 

Further research should explore more thoroughly the actual impact of green bond projects in India, both 

environmentally and socially. Understanding investor motivations, especially among retail investors, is crucial. 

Additionally, comparing the performance and risk of green bonds against traditional bonds will provide valuable insights. 

Exploring international collaborations can further accelerate the development of India's green bond market. Green bonds 

offer a powerful tool to finance India's shift towards a sustainable, low-carbon economy. By tackling existing challenges 

and utilizing current strengths, India can establish a flourishing green bond market that significantly supports its sustainable 

development goals. Achieving a greener future demands collaboration among all stakeholders, and green bonds, with their 

potential to attract substantial investment for eco-friendly projects, are crucial in this endeavour. 
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