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Abstract

This article provides a broad overview of the role of financial mechanisms—particularly green
bonds and international grants—in the transition to a green economy. Green financing is evaluated
as a key tool for ensuring ecologically sustainable development in the modern economy. By
comparing global and Uzbek experiences, the author analyzes the advantages, practical
applications, and challenges of these financial tools. Additionally, the formation of the green bond
market, grant allocation mechanisms, and cooperation with international organizations are
discussed. The article concludes with recommendations for developing the green economy. This
research has scientific and practical significance and substantiates the importance of economic
approaches toward ecological sustainability.

Keywords: Green economy, green bonds, grants, financial mechanisms, sustainable development,
Uzbekistan's experience.

Introduction

The 21st century is marked by global challenges such as climate change, ecological imbalance,
and resource depletion. In this context, a new model of economic development—the concept of
the green economy—has been proposed. A green economy is defined as a model that aims for
economic growth while preserving the environment. This approach ensures not only ecological
benefits but also economic stability, new jobs, export potential, and social well-being.

However, transitioning to a green economy does not happen on its own. This process requires
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significant financial resources, advanced technologies, and institutional reforms. From this
perspective, financial mechanisms—especially green bonds and grants—are considered key
driving forces of the green economy. This article analyzes the essence, benefits, international and
Uzbek experiences, challenges, and proposals related to these financial instruments.

The Link between the Green Economy and Financial Mechanisms

The green economy is a type of economic activity that emphasizes efficient resource use, waste
reduction, environmental protection, and sustainable development. To foster a green economy, the
following financial areas are important:

» Green investments — Directed towards energy-saving technologies, ecological transport, water-
saving equipment, and recycling systems;

e Financing tools — Subsidies, loans, tax incentives from the state, and grants and bonds from
international financial institutions;
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e Social-financial responsibility — Providing credit rating advantages to companies implementing
ecological projects.

These financial mechanisms allow environmental problems to be addressed through economic
incentives.

Green Bonds: Investment Tools for Environmental Benefit

1. Essence of Green Bonds

Green bonds are a type of traditional bond, with funds raised exclusively used to finance projects
related to environmental and sustainable development. These bonds are in high demand in
international financial markets and attract investment from both governments and private
companies.

2. Areas Financed through Green Bonds:

e Solar and wind power plants

« Energy efficiency projects

e Ecological transport (electric buses, subways, bicycle lanes)
o Water treatment facilities

« Forest restoration and expansion of green areas

3. Advantages of Green Bonds:

 Long-term stable income sources for investors

 Improved reputation and social responsibility for companies
 Opportunity for states to link external debt to environmental projects

4. Global Experience:

« France — One of the leading countries in issuing green bonds. In 2022, it issued €30 billion worth
of green bonds.

e China — Known for green bonds targeting industrial waste reduction and ecological transport
projects.

« World Bank — Since 2008, has issued green bonds worth $15 billion.

Development of the Green Bond Market in Uzbekistan

Uzbekistan has recently taken its first steps in green financing. Notably:

e In 2023, in cooperation with the European Bank for Reconstruction and Development (EBRD),
Uzbekistan launched its first green bond project.

e Investments raised through these bonds are directed toward energy efficiency, water resource
management, and recycling.

e The government is currently working on a "Roadmap for Issuing Green Bonds."

This is still the initial stage of the market, with plans to attract both foreign and domestic investors
in the coming years.

Grants: Non-Refundable Financial Support

1. Essence and Role of Grants

A grant is a non-refundable financial resource provided by governments, international
organizations, or charitable foundations, intended to finance ecological, scientific, or social
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projects.

2. Main Grant Providers:

« United Nations Development Programme (UNDP)
e European Union (EU)

« Global Environment Facility (GEF)

e Green Climate Fund (GCF)

e World Bank, Asian Development Bank (ADB)

3. Projects Implemented in Uzbekistan Based on Grants:

e “Green Schools” project — Installation of energy-efficient heating systems (UNDP)
o Water-saving technologies in agriculture (through GEF)

« Climate adaptation project in Karakalpakstan (funded by GCF)

4. Advantages of Grants:

« Significant financial relief for entrepreneurs and organizations
« Support for scientific research

e Acceleration of the implementation of new technologies

Existing Challenges and Development Solutions
5.1. Challenges:

e Lack of awareness about green bonds

o Weakness of local financial markets

» Complexity in assessing green projects

« Bureaucratic barriers in obtaining grants

e Insufficient monitoring and transparency

5.2. Recommendations:

» Develop a national strategy for green financing

« Establish a legal framework for green bonds

e Open green credit lines for local banks

 Conduct training on how entrepreneurs can obtain grants

« Introduce an independent monitoring and reporting system

Conclusion

The transition to a green economy today is not only an ecological necessity but also a global
economic strategy. In this direction, financial mechanisms—especially green bonds and grants—
play a vital role. Through them, environmentally friendly technologies, sustainable infrastructures,
and resource-saving systems are financed.

Uzbekistan is actively participating in this process. However, strategic actions based on a
systematic approach, legislation, cooperation between financial institutions, and the private sector
are required. Only then can the green economy bring real results in the country and ensure a healthy
environment for future generations.
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