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 The green economy has become a central paradigm in 
achieving sustainable economic development amid the global 
environmental crisis. This approach emphasizes low-carbon 
economic growth, efficient use of resources, and a focus on 
human well-being. This study aims to explain the interrelation 
between the green economy and sustainable development 
through a narrative review highlighting the roles of public 
policy, green investment, and technological innovation. The 
findings indicate that the green economy serves as a strategic 
instrument for achieving Sustainable Development Goals by 
ensuring a balance between economic growth, social justice, 
and environmental sustainability. Through the 
implementation of green fiscal policies and clean energy 
transitions, the green economy can accelerate the 
transformation toward an inclusive and sustainable future. 
This research contributes to a better conceptual and policy 
understanding of how the green economy can be integrated 
into both national and global development frameworks to 
promote long-term prosperity that aligns economic 
performance with ecological balance and human welfare.  
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1. Introduction 

Sustainable economic development has become a central agenda in global 

policy in the 21st century, where the balance between economic growth, social 

justice, and environmental preservation constitutes the primary strategic goal. In this 

context, the concept of the green economy emerges as a new paradigm that 

integrates the principles of sustainability into the modern economic system. The 

green economy focuses on efforts to reduce carbon emissions, increase the 

efficiency of resource utilization, and strengthen environmentally friendly 

innovation capable of supporting social and economic welfare sustainably (Basthiani 

& Pangestuti, 2024). According to Vargas-Hernández and Vargas-González (2024), 

the green economy is not only oriented towards accelerating economic growth but 

also encompasses structural transformation towards a sustainable system of 

production and consumption. This paradigm shift marks the transition from a linear 

economic model toward a circular economy, where the utilization of natural 

resources is optimized and the formation of waste is minimized.  

The implementation of green economy principles becomes increasingly 

crucial in facing the challenges of climate change, ecosystem degradation, and rising 

social and economic inequality across various nations. Research conducted by Sun 

et al. (2024) indicates a positive relationship between the development of the green 

economy and the reduction of carbon emissions and stable economic growth. These 

study results confirm that harmonious coordination between economic policy and 

environmental policy is a key factor in realizing inclusive and environmentally sound 

development. This approach aligns with the Sustainable Development Goals 
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(SDGs), especially Goal 8, which emphasizes decent work and economic growth, 

and Goal 13, which focuses on taking urgent action to combat climate change and 

its impacts.Furthermore, Chaaben et al. (2024) assert that green economy 

performance has a significant contribution to achieving sustainable development. 

This contribution is realized through increased energy efficiency, accelerated 

transition toward clean energy, and the development of low-carbon technology-

based innovation.  

Countries that consistently invest in the green sector have proven to have 

higher economic productivity and stronger environmental resilience. Therefore, the 

application of public policies supporting green investment is a fundamental aspect 

of accelerating sustainable economic transformation. Several effective policy 

instruments include the implementation of carbon taxes, the provision of subsidies 

for renewable energy, and the development of sustainable financial instruments that 

encourage environmentally friendly economic activities. Meanwhile, Zioło et al. 

(2023) highlight the importance of synergy between the development of the financial 

sector and the green economy in supporting the sustainable development agenda. 

The strengthening of the financial sector based on Environmental, Social, and 

Governance (ESG) principles is believed to be capable of increasing the financing 

capacity for environmentally friendly projects.  

This integration confirms that the green economy is not merely an 

environmental strategy but also serves as a catalyst for long-term economic stability 

and resilience. Thus, the green economy plays a strategic role as the foundation for 

the transformation towards a sustainable economic development system. Through 
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collaboration between technological innovation, public policy reform, and active 

cross-sector participation, the global economic system has the potential to shift 

towards a more efficient, inclusive, and equitable model. The collective awareness 

of the urgency of the green transition is no longer viewed solely as an environmental 

issue but has become a strategic global economic agenda that determines the 

sustainability of human welfare and planetary preservation. The green economy 

paradigm thus becomes the main axis in designing the future global economy that is 

adaptive, resilient, and oriented toward ecological balance and long-term social 

prosperity.  

2. Literature Review 

2.1. Concept and Principles of the Green Economy 

The green economy is an economic system that focuses on the efficiency of 

resource use, the reduction of carbon emissions, and the achievement of a balance 

between economic growth and environmental preservation. Based on the study by 

Basthiani and Pangestuti (2024), the green economy serves as the main foundation 

for long-term sustainable development because it is capable of creating economic 

stability while maintaining ecological balance. This approach marks a paradigm shift 

from the conventional development model, which tends to be exploitative of natural 

resources, towards a development pattern oriented towards efficiency, sustainability, 

and environmentally friendly innovation. Masdar et al. (2022) affirm that the 

application of the green economy has multidisciplinary dimensions, covering the 

development of green technology innovation, changes in community consumption 
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patterns, and the formulation of public policies that support the acceleration of the 

transition to renewable energy use.  

Thus, the green economy does not merely function as an environmental 

mitigation strategy but also acts as a catalyst for structural transformation in the 

modern economy. Furthermore, a bibliometric study conducted by Tursunov (2024) 

shows a significant increase in the number of global studies on the green economy 

since 2020, particularly on the themes of energy efficiency, green innovation, and 

energy transition policies. This trend illustrates the growing scientific awareness and 

academic attention to the urgency of applying a sustainable economy as a response 

to the climate crisis and the continually expanding global socio-economic inequality.  

2.2. Relationship between Green Economy and Sustainable Development 

The green economy plays a strategic role in realizing sustainable development, 

especially in the context of achieving the SDGs. Mahdi et al. (2024) emphasize that 

the successful implementation of the green economy must be accompanied by 

effective government governance, synergy between institutions, and increased 

human resource capacity. Institutional factors are a crucial component so that green 

policies do not stop at the conceptual level but are capable of directing structural 

transformation toward an inclusive and sustainable economic system. Zioło et al. 

(2023) highlight the importance of the role of green finance as a supporting 

instrument in accelerating the transition toward a sustainable economy. The results 

of this research show a positive correlation between the strengthening of the 

financial sector and the increase in sustainable development indicators, particularly 
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in financing clean energy projects, low-carbon technology, and environmentally 

friendly infrastructure.  

Therefore, the formation of a solid green finance ecosystem is a strategic step 

in ensuring long-term economic continuity while maintaining environmental 

stability. Furthermore, Rusiadi et al. (2024) suggest that countries implementing 

green credit policies and environmentally based fiscal instruments tend to show 

improved economic performance accompanied by a significant decrease in carbon 

emission levels. This finding reinforces the view that the application of the green 

economy not only contributes to environmental preservation but also creates a 

positive synergy between economic growth and ecological sustainability as a “win-

win” solution for global development.  

2.3. Policy, Technology, and Innovation in the Green Transition 

The role of public policy is very decisive for the success of the green economy. 

Kumar et al. (2024) explain that green finance and the circular economy are 

interconnected in supporting the transformation toward sustainable development. 

Through a circular economy approach, the industrial sector can minimize waste and 

increase resource productivity. This strengthens the integration between economic 

efficiency and environmental conservation. In addition to policy, technological 

innovation is also an important catalyst. Rolando & Ingriana (2024) show that the 

adoption of renewable energy technologies, such as solar and wind power, not only 

creates green jobs but also strengthens the global competitiveness of the green 

economy. The involvement of the private sector in clean energy research and 

development can accelerate the achievement of national and global decarbonization 
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targets. Furthermore, Salifu and Salifu (2024) highlight the need for post-COVID-

19 economic recovery policies that focus on green investment.  

The pandemic became a moment to rebuild a more resilient and 

environmentally friendly economy through a green recovery strategy. In the global 

context, this agenda is supported by multilateral institutions such as the United 

Nations Development Programme (UNDP) and the World Bank, which encourage 

the strengthening of green transition policy capacity. The latest literature confirms 

that the success of the green economy in supporting sustainable development 

depends on the synergy between technological innovation, inclusive public policies, 

and adequate financing support. Collaboration among governments, the private 

sector, and civil society is the main foundation for realizing an equitable, resilient, 

and sustainable economic future. 

3. Method 

This research uses a narrative study approach to examine the conceptual and 

empirical relationship between the green economy and sustainable development. 

This approach was chosen because it provides space for in-depth exploration of the 

diverse perspectives, findings, and policies raised in the current literature on the 

implementation of the green economy as a long-term development strategy. Thus, 

the narrative study allows for a more comprehensive understanding of the dynamics 

and evolution of the green economy idea in a global context. This narrative study 

method focuses on content analysis of scientific articles published in reputable 

international journals. The selection of sources was carried out purposively by 
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considering relevance to the main issues, namely the green economy, energy 

transition, and sustainable development. The secondary data used include empirical 

research results, literature reviews, and international policy reports which were 

analyzed qualitatively to identify thematic patterns, research trends, and the 

interrelationship between variables within the framework of sustainable 

development. 

The research stages began with the literature collection process based on three 

main criteria: (1) published within the last five years, (2) focusing on the link between 

the green economy, public policy, and sustainable development, and (3) being 

accessible through academic databases such as Google Scholar or Research Gate. 

After data collection, a stage of selection and critical evaluation of the literature was 

carried out using indicators of publication quality, thematic relevance, and 

methodological accuracy. Articles that met these criteria were then classified into 

several main themes, including green policy, sustainable finance, green technology 

innovation, and socio-economic impact. The next stage is narrative thematic 

analysis, which is the process of compiling research results into a conceptual flow 

that describes the development of the idea and practice of the green economy within 

the framework of sustainable development.  

This analysis was carried out interpretatively by highlighting the contributions, 

implications, and challenges of implementing the green economy in various 

economic sectors without referring to a specific geographical context. As the final 

stage, narrative synthesis was carried out, which is the process of integrating the 

results of the thematic analysis into a conceptual framework that connects green 
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policy, technological innovation, and sustainable economic development. Through 

this approach, the research is expected to be able to provide a comprehensive and 

in-depth overview of the role of the green economy as a transformative strategy 

towards an inclusive, adaptive, and sustainable global development system.  

4. Results 

The results of this study indicate that the green economy plays a very 

significant role in driving sustainable economic development through increased 

energy efficiency, technological innovation, and the strengthening of public policies 

that are adaptive to climate change. Based on empirical findings from various studies 

in last five years, the transition to a green economy is consistently positively related 

to increases in socio-economic indicators while reducing pressure on the 

environment. Chaaben et al. (2024) found that the implementation of the green 

economy has a strong correlation with the achievement of the SDGs, especially in 

the dimensions of clean energy, industrial innovation, and sustainable consumption 

and production.  

Empirical results show that developing countries that actively invest in low-

carbon technology experienced an increase in economic efficiency of up to 20% and 

a decrease in carbon dioxide emissions of 15% within five years.  This finding 

confirms that the green economy approach can create inclusive economic growth 

without causing environmental degradation, thereby strengthening the basis for 

holistic sustainable development. Research conducted by Stanković et al. (2024) used 

the EEPSE Green Economy index to assess the progress of sustainable 
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development in various developing countries. The study showed that the adoption 

of green fiscal policies, such as carbon taxes, renewable energy subsidies, and 

environmentally friendly investment credits, significantly accelerated economic 

progress and increased environmental indicators. Furthermore, countries with 

strong integration of energy policies and environmental policies were shown to 

achieve a higher sustainability index increase compared to countries with a still partial 

policy approach. This indicates the importance of policy harmonization in 

supporting an effective transition to the green economy. 

Meanwhile, Khan et al. (2022) emphasize that the success of sustainable 

development is strongly influenced by the synergistic combination of environmental 

regulations and support for green investment. Through cross-sectoral analysis, the 

study found that strengthening industrial waste management regulations and 

increasing the proportion of renewable energy in the national energy mix could 

reduce carbon emission intensity by up to 30%. In addition, investment in green 

infrastructure, such as low-emission transportation, integrated recycling systems, and 

building energy efficiency, contributed significantly to increased energy efficiency 

while creating new jobs in the green sector. Thus, green investment not only 

provides ecological benefits but also encourages economic inclusivity through the 

creation of sustainable green jobs. 

In the context of technological innovation, Kwilinski et al. (2024) highlight 

the role of digital transformation and Artificial Intelligence (AI) as key factors in 

accelerating green economic growth in the European Union region. Based on 

empirical analysis, it was found that the application of digital technology in energy 



 
 

 

67 | International Journal of Public Finance and Fiscal Policy  
 

and industrial systems was able to increase energy productivity by 18% and accelerate 

the process of industrial decarbonization. The use of AI in optimizing supply chains 

and energy management also contributes to resource use efficiency, strengthens 

green industrial innovation, and expands the scope of application of environmentally 

friendly technology. This finding shows that technological innovation is a strategic 

element in strengthening the foundation of the green economy while supporting 

global competitiveness oriented towards sustainability. 

Research by Annu and Tripathi (2024) asserts the importance of green finance 

as the main engine in accelerating the achievement of sustainable development. 

Using the Theory–Context–Characteristics–Methodology (TCCM) approach, this 

study found that financing renewable energy projects, energy efficiency, and natural 

resource conservation has a direct impact on increasing economic performance and 

reducing environmental risk. Green financial instruments such as green bonds and 

environmentally friendly credit have been shown to increase investment in the green 

sector by up to 25% in the last three years. This result shows that green finance is 

not just an alternative financing instrument but a strategic mechanism that can 

connect economic, social, and environmental interests in a balanced manner. 

From a public policy perspective, Plakaj Vërbovci et al. (2024) emphasize that 

policy innovation and macroeconomic stability are fundamental factors in 

strengthening the relationship between technological innovation and green 

economic growth. Countries that systematically implement a green innovation 

strategy show a significant increase in the energy efficiency index and global 

economic competitiveness. For example, the implementation of incentive programs 
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for renewable energy research and technology efficiency was able to encourage an 

increase in private investment of up to 40% in the green sector. Policies such as this 

not only accelerate the adoption of clean technology but also create a conducive 

investment environment for low-carbon economic growth. 

Furthermore, Rusiadi et al. (2024) highlight that the impact of the green 

economy on sustainable development is multidimensional, involving complex 

interactions between fiscal policy, the financial sector, and community consumption 

behavior. Their research shows that the application of environmentally friendly 

credit and performance-based financing systems significantly increases green Gross 

Domestic Product (GDP) growth while reducing the unemployment rate. In 

addition, the transition to a green economy also encourages changes in investment 

patterns, where sectors such as renewable energy, digital technology, and sustainable 

agriculture experience substantial investment increases. This result confirms that the 

integration of green fiscal policy can be an effective instrument in realizing 

competitive and inclusive economic transformation. 

Zhao et al. (2024), through research on green productivity in the Chinese 

manufacturing sector, found that economic digitalization and the application of 

advanced technology played an important role in increasing resource efficiency and 

reducing environmental pressure. Empirical analysis shows that the digital economy 

is capable of reducing the industrial carbon footprint by up to 22% and increasing 

economic output without adding ecological burden. These findings show that digital 

transformation and the use of smart technology function as the main accelerators in 

the transition to an adaptive and productive green economic system. 
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The results of the various studies analyzed show a consistent pattern that the 

success of the green economy does not only depend on technological innovation 

but is also greatly influenced by the quality of economic governance and the 

effectiveness of fiscal policy. Countries that implement public policies based on 

transparency, environmentally friendly incentives, and strong institutional support 

have proven to have a more robust sustainable development ecosystem (Adanma & 

Ogunbiyi, 2024). In addition, the involvement of the private sector, financial 

institutions, and civil society is an important element in expanding the positive 

impact of the green economy on social welfare and environmental sustainability. The 

cross-study analysis also indicates that countries with financial systems that are 

adaptive to environmental risks tend to have a better capacity to respond to global 

economic dynamics. This resilience strengthens the argument that sustainable 

economic development must be built through the integration of economic policy, 

technological advancement, and balanced ecological awareness. 

In general, these findings assert that the green economy is not just a normative 

concept but has been proven to produce a real impact on economic growth and 

environmental preservation. The implementation of the green economy plays a role 

as a catalyst for structural transformation towards a more inclusive, adaptive, and 

equitable economic system. Through technological innovation, public policy reform, 

and sustainable funding, the green economy not only creates new job opportunities 

and increases productivity but also strengthens global economic resilience against 

the climate crisis. Therefore, commitment to the green transition needs to be 

continually strengthened through consistent policy, inclusive financial support, and 



Mirwan Surya Perdhana 

                                                                                           |   70 
 

cross-sector and cross-country collaboration to ensure a sustainable and resilient 

future global economy.  

5. Discussion 

The results of this study assert that the green economy has a strategic role as 

the main driving engine in realizing sustainable development. Through increased 

energy efficiency, environmentally based investment, and digital technology 

innovation, the green economy contributes to creating a balance between economic 

growth and ecosystem preservation. However, the effectiveness of implementing 

this concept is greatly influenced by the synergy between adaptive public policies, 

sustainable financing systems, and active community participation. Mahdi et al. 

(2024) state that the success of green economy implementation is highly dependent 

on the government’s capacity to formulate policies that support green investment 

and integrate the principles of sustainability into national development planning.  

When public policy is directed to support the application of carbon taxes, the 

provision of renewable energy incentives, and the enforcement of consistent 

environmental regulations, the effectiveness of the transition towards a green 

economy will increase significantly. Strong and integrated policies also ensure that 

SDGs  can be achieved simultaneously with national economic growth. From a 

financial perspective, Annu and Tripathi (2024) affirm that green finance serves as a 

key catalyst in accelerating the transformation towards a sustainable economy. The 

existence of instruments such as green bonds and sustainable lending provides space 

for the private sector to innovate in clean energy projects and resource efficiency. 



 
 

 

71 | International Journal of Public Finance and Fiscal Policy  
 

This approach not only creates new economic value that is environmentally oriented 

but also strengthens the financial system to be more resilient to climate risk. Thus, 

green finance acts as a bridge between economic growth and ecological 

responsibility. 

Kwilinski et al. (2024) highlight the importance of digital transformation and 

the application of smart technologies such as Artificial Intelligence (AI) in 

accelerating the transition process towards a green economy. Digital technology 

allows for resource use efficiency, supply chain automation, and real-time carbon 

monitoring. Through this integration, the decarbonization process can be 

accelerated, while increasing industrial productivity. In other words, technological 

innovation plays a dual role as an instrument for mitigating climate change while also 

driving economic growth based on energy efficiency. In addition to policy and 

technology aspects, the social dimension is also a determining factor in the success 

of the green economy. Rusiadi et al. (2024) show that the implementation of the 

green economy has the potential to create green jobs, strengthen social inclusion, 

and increase labor competitiveness amid the transition to clean energy.  

A socially equitable approach ensures that the economic benefits of the green 

economy are not only enjoyed by certain groups but also contribute to improving 

overall community welfare. Conceptually, the green economy is not just a technical 

approach but a paradigmatic transformation that demands changes in governance, 

economic behavior, and social values. The success of sustainable development can 

only be achieved through cross-sector collaboration between government, business, 

academics, and civil society. The integration of green fiscal policy, technological 
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innovation, and ecological awareness will be the main foundation in building an 

inclusive, resilient, and sustainable future global economy.  

6. Conclusion 

This research concludes that the green economy is a strategic approach to 

accelerating sustainable economic development. Through the application of public 

policies that favor sustainability, increased green investment, and the utilization of 

environmentally friendly technology, the green economy is capable of creating 

synergy between economic growth, social welfare, and environmental preservation. 

This approach not only offers solutions to the climate crisis but also opens up new 

economic opportunities through innovation and resource efficiency. The analysis 

results from various studies over the last five years show that the implementation of 

the green economy consistently contributes to increased economic productivity, 

reduced carbon emissions, and the expansion of green employment. 

 In addition, green finance and economic digitalization have proven to 

strengthen the foundations of development that are resilient and adaptive to global 

change. Nevertheless, the success of the transition to a green economy requires 

inclusive governance, policy stability, and multisectoral collaboration. Thus, the 

green economy can be said to be the main key in realizing sustainable development 

that is fair and resilient. The integration of economic policy, technological 

innovation, and sustainability values will determine the direction of the future global 

economy, which is not only prosperous economically but also sustainable for future 

generations.  
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