
The American Journal of Management and Economics Innovations 83 https://www.theamericanjournals.com/index.php/tajmei 

 
 

TYPE Original Research 

PAGE NO. 83-89 

DOI 10.37547/tajmei/Volume07Issue05-10 

 
 
 
 

 
 

 

 

 

 

 

 

 

 

 

 

OPEN ACCESS 

SUBMITED 21 March 2025 

ACCEPTED 25 April 2025 

PUBLISHED 27 May 2025 

VOLUME Vol.07 Issue 05 2025 
 

CITATION  
Aleksandr Voronkov (Genadinik). (2025). Mechanisms for Attracting 
Investment into Green Building Projects. The American Journal of 
Management and Economics Innovations, 7(05), 83–89. 
https://doi.org/10.37547/tajmei/Volume07Issue05-10.   

COPYRIGHT 

© 2025 Original content from this work may be used under the terms 

of the creative commons attributes 4.0 License. 

Mechanisms for Attracting 

Investment into Green 

Building Projects 
 

Aleksandr Voronkov (Genadinik) 
PT Darshan Group Indonesia Indonesia, Bali 

 

Abstract: This article examines the specific mechanisms 

by which capital is mobilized for green building 

initiatives. Against a backdrop of intensifying 

institutional pressure, an expanding climate agenda 

and the reallocation of global investment flows, this 

topic has taken on heightened importance. Yet, despite 

surging interest in sustainable development projects, 

the financial mobilization instruments in this sector 

remain fragmented, weakly institutionalized and poorly 

harmonized with existing regulations. The study’s aim 

is to identify the array of active financial tools and to 

assess the barriers that hinder the flow of sustainable 

investment into environmentally focused construction. 

A review of current literature reveals a persistent 

disconnect between declared sustainable-

development policies and the actual structure of 

investment decision-making—particularly between 

macro-level strategies and on-the-ground regulatory 

practices. The analysis demonstrates that the prevailing 

approach within the financial-institutional environment 

is project-specific and discrete, while systemic 

mechanisms—such as coordinated institutional 

frameworks, risk-standardization protocols and the 

integration of environmental requirements into 

mainstream credit and banking practices—remain 

underdeveloped. The author’s contribution lies in an 

interdisciplinary systematization of financing sources 

and a taxonomy of the constraints involved. These 

findings will inform researchers in environmental 

finance, urban studies and public policy, as well as 

practitioners—investors, developers and regulators—

seeking to foster more coherent, scalable investment in 

green construction. 
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climate regulation, investment mobilization, project 

finance, sustainable development, financial 

instruments, ecology. 

Introduction:    Contemporary urbanization exerts 

growing ecological pressure on natural systems, creating 

an urgent need to rethink architectural and construction 

practices. Although there is an increasingly widespread 

rhetorical commitment to the principles of sustainable 

development, green building projects still encounter 

significant investment-related barriers. 

A primary challenge is that environmentally focused 

development initiatives are often viewed by investors as 

carrying elevated risk, extended payback periods and 

high levels of technological uncertainty. This perception 

severely hampers the establishment of stable financing 

streams and limits the broader adoption of green 

standards within the construction sector. 

Against the backdrop of an intensifying climate agenda 

and a shift in financial markets toward environmental 

priorities, there is a pressing need to systematize and 

critically analyze the mechanisms for mobilizing capital 

into sustainable construction. This study aims to identify 

the most effective instruments for channeling 

investment into eco-responsible development and to 

assess the institutional conditions that enable the flow 

of both private and public resources into green urban 

projects. 

MATERIALS AND METHODS 

The existing literature on green-building finance 

encompasses a wide spectrum of approaches, ranging 

from macroeconomic frameworks to practical tools that 

shape a sustainable investment environment. For 

analytical clarity, the publications can be grouped into 

four thematic categories: (1) financial instruments and 

capital‐raising channels; (2) institutional and regulatory 

frameworks; (3) technological and market‐based 

mechanisms; and (4) empirical evaluations of green‐

investment outcomes. 

In the first category, C. Gao [3] investigates the issuance 

and market performance of green bonds, identifying key 

parameters such as yield characteristics, transparency 

metrics and compliance with environmental criteria. A. 

Gulzhan et al. [6] examine “green loans” as a direct‐

finance instrument, highlighting practical 

implementation challenges. J. Kantorowicz and 

colleagues [8] explore how sovereign green debt 

instruments can catalyze sustainable investment flows. 

The second group addresses public–private partnership 

models and policy influences. T. A. Golovina [5] 

demonstrates the potential of concession agreements 

to attract private capital to green‐building projects in 

partnership with government bodies. C. V. Diezmartínez 

and A. G. Short Gianotti [2] analyze municipal financial 

policies’ effects on urban climate initiatives, 

emphasizing equitable resource allocation across city 

districts. 

Technological and market dynamics form the third 

category. R. Zhao et al. [12] apply evolutionary game 

theory to model stakeholder strategy co‐evolution 

within the green‐building innovation ecosystem. L. Qin 

and coauthors [9] describe fintech platforms’ role as 

integrators between environmental objectives and 

financial instruments, while B. Xi and W. Jia [10] assess 

how carbon‐pricing regimes influence corporate 

incentives to adopt green technologies, tracing the 

pathway from regulatory signals to innovation 

investments. 

The fourth group comprises empirical studies that 

quantify the impact of green‐finance mechanisms. X. Ye 

and X. Tian [11] use a quasi‐natural experiment to 

measure pilot‐zone effects on corporate ESG metrics, 

demonstrating a correlation between regulatory 

initiatives and sustainable business practices. X. Han and 

Q. Cai [7] investigate the interplay between 

environmental regulation, green‐lending programs and 

corporate green investments via regression analysis, 

revealing how institutional pressure shapes firm 

behavior. 

Complementing academic research, industry reports—

such as L. Coll’s market overview [1] and the Research 

Nester global forecast [4]—provide contextualized 

market data and sector‐growth projections. 

Despite this breadth, several gaps remain. First, a 

disconnect persists between high‐level financing models 

and their translation into developer‐level mechanisms. 

Second, institutional coordination among government 

tiers in green‐building implementation remains 

underexplored, as do the transactional costs of 
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sustainable projects. Third, risk‐assessment frameworks 

specific to cross‐border green investments are 

insufficiently developed. 

This article employs a methodological toolkit comprising 

comparative analysis, systematic literature review, case‐

study synthesis and content analysis. Its limitations stem 

primarily from data fragmentation, which complicates 

cross‐study comparisons. Moreover, many sources rely 

on regionally bounded case studies that limit global 

extrapolation. Finally, the lack of standardized 

investment‐efficiency indicators for sustainable 

construction constrains the precision of impact 

assessments for individual capital‐mobilization 

mechanisms. 

RESULTS AND DISCUSSION 

According to statistical data, the green building market 

exceeded USD 782.47 billion in 2024 and is expected to 

surpass USD 2.49 trillion by 2037, growing at an average 

annual rate of over 9.3 percent during the 2025–2037 

forecast period [4]. Financing in this sector faces 

multiple institutional and market distortions. 

First, there is no unified certification system to 

unambiguously assess a project’s ecological 

performance. The coexistence of standards—from LEED 

to BREEAM and WELL—hinders the creation of universal 

investment-attractiveness criteria. Second, much of the 

benefit from green construction is diffuse and public (for 

example, improved air quality or enhanced 

microclimate), making these effects difficult to monetize 

within traditional financial models [2, 5, 11]. 

Moreover, the high initial capital expenditures—often 

exceeding those of conventional projects—raise caution 

among conservative investors, especially in volatile 

markets and under unsettled regulations. Thus, a key 

challenge remains the mismatch between a project’s 

environmental value and its perception through a purely 

return-focused lens. 

Currently, 68 percent of building-products companies 

offer sustainable solutions but do not disclose the 

revenue share they derive from these products and 

services. 

 

 

Fig. 1. Percentage of Building Products Companies Revenue Derived from Sustainable Products and Services 

(compiled by the author based on [1]) 

One of the most important drivers of investment in 

green construction is government support, which helps 

correct market failures. The most common instruments 

are: 
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● subsidies; 

● tax incentives; 

● guarantees on green bonds. 

For example, in several jurisdictions, governments 

reduce property-tax rates for certified energy-efficient 

buildings, thereby lowering operating costs and 

boosting the investment appeal of those projects. 

Another crucial lever is the imposition of mandatory 

sustainability requirements in architectural and 

construction codes—such as quotas for “green” 

materials or minimum energy-efficiency thresholds. 

These regulatory measures level the competitive playing 

field and channel private investment into projects that 

meet environmental standards. 

In recent years, public-private partnerships in green 

development have also expanded rapidly. By pooling 

government oversight and private capital, these 

partnerships enable large-scale urban initiatives. 

However, risk-and-revenue sharing requires precise 

legal structuring combined with a robust institutional 

design. 

The financial sector has responded to the climate 

transition by creating specialized sustainable-finance 

products: green bonds, sustainability-linked loans, ESG 

funds and more. 

 

Fig. 2. The variety of financial instruments for sustainable development (compiled by the author based on [3, 5–

9, 12]) 

One of the fastest-growing instruments in sustainable 

finance is the green bond, issued specifically to fund 

environmental projects. Green bonds appeal to 

investors because they oblige issuers to allocate 

proceeds exclusively to pre-defined “green” activities 

and allow third-party verification of environmental 

outcomes [3]. Large institutional investors—pension 

funds, insurers and asset managers—are increasingly 

incorporating green bonds into their ESG-aligned 

portfolios. 
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Alongside green bonds, sustainable funds play a 

significant role. These vehicles screen potential 

investments according to environmental and social 

criteria, favoring companies that demonstrate robust 

environmental management and strong corporate 

responsibility. To access capital from such funds, 

developers must embed sustainability into their 

business models and reporting processes, driving 

deeper institutional change across the construction 

sector. 

A notable recent trend is the emergence of 

crowdfunding platforms dedicated to green initiatives. 

Although the total capital raised in this niche remains 

modest, it holds considerable potential to democratize 

investment and engage a broader public in financing 

sustainable building projects. 

Digital technologies are also creating new transparency 

and governance tools. Blockchain can track the flow of 

funds through green projects, bolstering investor 

confidence and reducing the risk of misallocation. Smart 

contracts automate disbursements once predefined 

environmental or performance milestones are 

reached—especially valuable in complex, multi-

stakeholder ventures with long time horizons. 

Furthermore, platform-based marketplaces are 

beginning to allow investors to purchase “green” 

building metrics directly—everything from real-time 

energy consumption data to carbon-emissions 

footprints. This financial-architectural shift enables 

more precise valuation of environmental performance 

and its capitalization in asset prices. 

Despite these advances, a range of systemic barriers 

persists (Fig. 3). 

 

  Limitations 

  

 
Heterogeneity and 
misalignment of 

environmental standards 

 

 
Insufficient transparency 
and accessibility of data 

 

 
Information asymmetry 

among market 
participants 

 
 

 
Limited mechanisms for 
verification and reporting 

 

 High transaction costs 

 

 
Weak institutional 

coordination 



The American Journal of Management and Economics Innovations 88 https://www.theamericanjournals.com/index.php/tajmei 

 
 

Fig. 3. Restrictions on attracting investments in green building projects (compiled by the author based on [3, 6, 

7, 10]) 

It is first and foremost important to highlight the weak 

coordination that exists across regulatory levels—from 

municipal authorities right up to supranational bodies. 

As a result, standards become fragmented, sustainable‐

procurement requirements are difficult to integrate into 

tender processes, and the number of approval steps 

increases. These delays lengthen the investment cycle 

and drive up transaction costs. 

Consider the following illustrative case. A developer 

plans to build a residential complex to the BREEAM 

“Excellent” standard. However, local regulations 

mandate compliance with a different national eco‐

standard that does not fully align with BREEAM. To 

satisfy both regimes, the developer must submit to two 

separate expert reviews, extending the design phase by 

six months. Over that period, servicing a USD 20 million 

loan at 6 percent annually incurs roughly USD 600 000 in 

additional interest alone—before accounting for extra 

legal and consulting fees. This example shows how 

institutional misalignment directly translates into a 

financial burden, undermining a project’s investment 

appeal. 

Here is another hypothetical scenario. Suppose a 

German institution intends to fund an eco-certified 

office tower in Brazil, relying on federal tax breaks for 

sustainable construction. In practice, however, the 

relevant state or municipal government has not adopted 

those incentives into local law, so no relief is granted. As 

a result, the project forfeits about 8 percent of its 

expected margin—roughly USD 400 000 on a planned 

USD 5 million profit. The lack of vertical policy alignment 

discourages foreign investors, even when a project 

offers clear environmental benefits. 

A further obstacle is information asymmetry: investors 

often lack reliable, comprehensive data on a 

development’s true “green” performance, breeding 

mistrust and demanding higher risk premiums. To 

overcome this barrier, transparent public registries, 

standardized reporting protocols and independent 

verification mechanisms are essential. 

CONCLUSIONS 

The suite of mechanisms for drawing capital into green 

building projects sits within a complex, multi-faceted 

context of economic incentives, institutional 

frameworks and technological innovation. Their success 

depends not only on the design of financial instruments 

but also on the quality of the regulatory environment—

one capable of reducing perceived risks and increasing 

predictability for sustainable investments. True progress 

in this field requires embedding ESG principles into 

corporate strategy, coupled with targeted government 

regulation and a robust information infrastructure. 

In short, moving from declarative sustainability to 

systematic eco-development demands a fundamental 

shift in the investment paradigm—from isolated, 

project-by-project initiatives to an institutionalized 

financial ecosystem in which green capital is not the 

exception but the rule. 
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