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INTRODUCTION

Motivation, Contributions, Structure and Limitations of the PhD Thesis

Ben S. Bernanke, Banker, and financial Specialist, USA held that there would be
troublesome for a supported financial recuperation amid the monetary emergency. The weak
financial system is not the answer to the crisis, unlike the strong financial system. European Union has
taken suitable measures to strengthen it. The central bank allocates resources towards a sustainable
and green economy for the same it has to reorient its conventional goals and responsibilities.
Climate alter makes a difference the budgetary framework for a accomplishing the change to a
green economy. According to the IPCC report every year $ 2.5 t0$3.5 trillion until 2035. The
central banks need to restructure their priorities towards a green economy without compromising
financial stability. For achieving a green economy, it has to involve the financial sector and other
institutions for strong investment decisions. The COVID-19 pandemic poses a huge challenge
because it comes about into the negative development rate of GDP and moderate recuperation. The
efficient financial sector, expanding the finance through carbon pricing for green investment and

evolving new global financial system, make the financial system stronger and dynamic.
Motivation for choosing the topic and relevance of research

Global warming has caused climate changes which result in challenges to humanity and nature. It
is important to find solutions to these problems. One of them is to develop an appropriate global
financial system for green growth as one of the permanent solutions. Long-term investment in the
green economy is found normally difficult since their returns are very slow and late. Thus, it
becomes essential to find out a solution through the new global financial system for green growth.
This is the primary motivation. Another motivation has resulted from earlier research and

publications. The most important of them are given below:

1. R. Malar Maran and Alexandru-Mircea NEDELEA (Maran 2017a). Corporate Finance
Theories and Principles: Redundant, ECO FORUM, Volume 6, Issue 2 (11), 2017

2. R .Malar Maran and Alexandru-Mircea NEDELEA (2017 b). Green Economy: Challenges
and Opportunities, ECO FORUM, Volume 6, Issue 3 (13), 2017



3. R. Malar Maran and Alexandru-Mircea NEDELEA (Maran, 2018). Long Term Investment
and Sustainable Development, ECO FORUM, Volume 7, Issue 2 (15), 2018

4. Batrancea Larissa, Rathnaswamy Malar Maran, Batrancea laon, Nichita Anca, Rus Mircea-
Losif, Tulia Horia, Fatacean Gheorghe, Masca Ema Speranta, and Morar loan Dan (2020 a).
Adjusted Net Savings of CEE and Baltic nations in the context of Sustainable Economic Growth:

A Panel Data Analysis. Journal of Risk and financial Management, 1 October 2020

5. Batrancea laon, Batrancea Larissa, Rathnaswamy Malar Maran, Tulai Horia, Fatacean
Gheorghe, and Rus Mircea-losif (2020 b). Greening the Financial System in USA, Canada, and
Brazil: A Panel Data Analysis. Mathematics 14 December 2020

6. Malar Maran Rathnaswamy, Malar Mozhi Rathnaswamy, Malar Kumaran Rathnaswamy and
Marilena-Oana Nadelea (2021 a). Paradigm Shifts of Policy Responses to Covid-19 In Canada and
USA: a Critical Review. ECOFORUM Volume 10, Issue 3 (26), 2021

7. Larissa Batrancea, Marcel Cyprian Pop, Malar Maran Rathnaswamy, loan Batrancea, and
Mircea-losif Rus (2021 b). An Empirical Investigation on the Transition Process towards a Green

Economy, Sustainability 27 November 2021

8. Larissa M. Batrancea, Malar Maran Rathnaswamy, Mircea-losif Rus and Horia Tulia (2022).
Determinants of Economic Growth for the Last Half of Century: A Panel Data Analysis on

Countries, Journal of the Knowledge Economy, 3 March 2022
Contributions

The contributions of this study to the literature are several. It is one of the most important
contributions of this study to find a solution on the reduction of global warming to 1.5 C as
projected in the Paris Agreement, 2015. Countries got to cut outflows significantly underneath
1.5° C for carbon nonpartisanship by 2050 (Antonio Guterres, 2020). The second contribution is
to achieve stability of reduction of global warming through degrowth. It recommends degrowth
from presently onwards without delaying to 2040 (Simon Kuper, 2019). The third contribution is
to gain confidence of green growth and development in practice. The hypothesis of green
development needs experimental proof. The fourth contribution of this study is to strengthen the

OECD Environment Strategy of decoupling of ill effects of environment in the economic



development through green growth. The ponder recommends a changeless decoupling of common
assets and carbon outflows from GDP (Hickel and Kallis, 2019). A few things about suggesting
degrowth (Victor, 2008; Alier, 2009; Jackson, 2009; Kallis et al., 2012) and others recommend
moving from carbon-intensive to moo or carbon divisions (Gough, 2017; Kallis, 2018). The fifth
contribution is to establish a sound link between environment and development. The link between
environment and development is achievable through empowerment of sustainable development
(Rathnaswamy, 1998, 2000; Guerres, 2017). The sixth contribution of this study identifies to
augment the long term investment towards green growth. Long term finance is the source of
sustainable development and it must flow from home, firm and nation. To generate the sources of
long term firms, there are three themes (BCSD, 2017). The development structure of fund
advances economical money related improvement in regard of long term back for quicker
development within the brief term of vulnerabilities of advertise conditions (de la Torre, Ize, and
Schmukler,2012; Demirguc-Kunt and Maksimovic, 1998, 1999). The worldwide money related
emergency caused declining economical financial development and bank credit, inflation, and non-
performing credits (Batrancea loan et al., 2020). Precise contamination arrangements decrease
emanations that cause low harms and costs (Hamilton, 2003). The seventh contribution is the
establishment of new global financial system for green growth. There is a new order of global
financial system to make green economy and reduction of CO2 emissions and global warming and

it is within the reach of world nations to carry out the Paris Agreement.

Structure of the PhD thesis

The PhD thesis “New Global Financial System - Green Growth: A Review’ is containing
three chapters, including theoretical and practical approaches, examined the developed economies,

the transition economies and emerging economies through econometric modelling.

The first chapter aims to find the Cointegrating relationship between financial sector
investment and low carbon economy. The low carbon economy achieves a reduction in CO2, N20,
and GHG and it will lead to sustainable development as there is economic growth (GDP). Long
term investments are those investments that last for more than one year while short term investment
is for the period of one year or less than one year. Both these investments have merits and demerits.
One of them is the flexible benefits that accrue to them. Inflation and fluctuation markets are other

factors that influence them. Return on resources is pivotal in choosing the ventures. The Bretton



Woods framework got to be unimportant amid the worldwide monetary emergency and started
unused worldwide fund. There was an around the world emergency amid the worldwide monetary
emergency driving to the obligation emergency within the Euro zone. The quick activity of
globalization needs redress for reestablishing maintained development social advance, and
financial and monetary steadiness as there’s overcompensation of the budgetary division. The
financial system is not contributing to economic development. The financial sector contributes to
economic growth. European Union identifies the finance and investment challenges. There are
several proposals in this regard. One of them is the moo carbon economy for a long-term
maintainable advancement whereas coordination moderation and adjustment. It intends to
mobilise additional finance and investment for achieving 2 degrees Celsius and for the same, there

is a need for improvement in technology innovation and capacity building.

The second chapter discusses that carbon pricing reducesCO2 emissions and global
warming. It promotes green investment and it is compensation to the environmental damages. In
reaction to Paris arrangements on climate alter, the world countries incline toward the carbon
estimating for lessening greenhouse gas to lower climate dangers. Carbon estimating has sound
financial standards and involvement. Carbon estimating depends on the ‘polluter pays principle’
to compensate for the harm caused and returns for reestablishing the environment. The polluter
pays in two different instruments which are carbon price and quota-based system of emissions
trading system. It incorporates the principle of fairness and fair practice. Carbon pricing policies
are effective with other non-climate policies to a low-carbon economy. It indicates credibility and
stability for long-term investment decisions by adjusting the carbon tax or rule-based emissions
trading system (ETS). Carbon estimating advances of a low-carbon economy. It hones

straightforwardness in price-fixing.

The third chapter discusses the emerging new global financial system for the green
economy as the global financial system finds difficulties in promoting it. The financial system
represents institutions, markets, intermediaries, and instruments to promote investment and
savings while promoting economic growth development. An effective financial system establishes
an effective network of financial institutions, financial markets, financial instruments, and
financial services for promoting financial integration within the economy for effective production,

distribution, and development. The financial system offers opportunities to transfer risks on



investment and in this process; the borrowers generate funds in the financial system. The global
financial system must promote sustained economic growth and social development for which three
core pillars of the future of the global financial system and these pillars need to give to economic
growth and financial stability. Pillar I promotes efficient capital allocation and ensuring financial
stability; Pillar Il recommends worldwide budgetary incorporation; and Pillar Il offers
development in decreasing the obstructions to monetary administration. The over the top risk-
taking by the money related teach without considering the impact, caused the worldwide monetary
emergency. Taking into thought of worldwide warming and other issues of climate alter there’s a
require for green development, and it proposes a new modern range of global financial framework

to create a green economy.
Current knowledge status within the research field

Through its three chapters, the Ph.D. thesis analyses theoretical aspects, concepts,
indicators, models of analysis, and financial diagnostic values by extensive documentation through
books, articles from reputed journals, reports and working papers of international financial
institutions, web pages of financial entities. The results and conclusions of global financial systems
of developed economies, transition economies, and emerging markets, and international
researchers are in a comprehensive explanation on the theoretical and practical research with an

emphasis on the weaknesses and strengths.

Defining the financial system and financial sectors rely on the authors such as Allen and
Gale (1995, 1197, 2000), Antzoulates et al (2011), Franklin Allen and Douglas Gale, 1999, Levine,
2005).

The subsystems of the new order of the global financial system and the green economy refer to the

following studies:
Chapter 1 Financial Sector and Low Carbon Economy: An Analysis

Merton and Bodie, (1995, p.12), Allen and Gale (2001), Dominic and Mark (2014),
Quality Walden (2019),Gertner et al (1994), Grossman and Hart (1986), Naohiko Baba and
Takamsa Hisada (2002), OECD (2009), OECD, IEA (2010), Ricardo De Bonis and Alberto Franco
Pozzolo (2012), Stefania and Roberto (2016), Williamson (1975), World Bank, (2004), UNFCCC
(2008), and Yongfu Huang and Terry Barker (2011).



Chapter 2. An Empirical Study on Carbon Pricing for Green Economy

Alper (2018), Bayer and Aklin (2020), Ceres, 2014; CPLC (2017), Chirag Gajjar (2018),
Commission Regulation (EC) No 2216/2004,Daniel et al (2020), Elgie and McClay (2013),
Emanuele Campiglio (2015), Governor of New Mexico (2019), ICC (2015), IEA(2012); loanna
and Paraskevi (2018), McCollum et al.(2014), Nordhaus, (2002; Nordhaus. B (2015), Parry et al
(2014), Pearce (1991), Miller et al (2013), Rathnaswamy (1995), Rio Declaration (1992), World
Bank (2015), The Guardian (2012), The Kyoto Protocol (1997), WEF (2013), World Bank (2017),
and World Bank (2019, 2020),

3. New global financial system- green growth: a review

Alier (2009), Antonio Guterres (2020), Batrancea loan et al (2020), BCSD, 2017,
BSDC,2017; Buiter, 2012; Climate (2020),CIELP,2011,Demirguc-Kunt and Maksimovic (1998,
1999), de la Torre, 1ze, and Schmukler (2012), Forster et al (2020), Gough (2017), laon et al
(2020), Jackson (2009), Hickel and Kallis, (2019), Maran ( 2017, 2017a, 2018, 2020a), Maran et
al. (2020, 2020b), Eurostat (2020), Simon Kuper (2019), Victor (2008), Kallis et al (2012),
Kallis,2018, Giddings, 2002, Umbrella Paper (2013), WEF (2015),and World Bank (2019),

Chapter 1: Financial Sector and Low Carbon Economy: An Analysis

Summary: In this chapter, the Low Carbon Economy is considered an important form of economic
growth in which there is sustainable economic growth with low global warming through reduction
in N2O emissions from the energy sector, and agriculture, CO2 emissions from manufacturing and
from others, and greenhouse gas (GHG). The low carbon economy aims to lessening N2O, COx,
and GHG towards sustainable development. There is additional f investment which may be
sourced by Pension, Insurance, private Bonds, Public Bonds, and Stock Market Capitalization from
the financial sector of economy. This is examined through empirical analysis.

This chapter examines the financial sector which includes Pension, Insurance, Private
Bonds, Public Bonds and Stock Market Capitalization and low carbon economy for which N20
from the energy sector, N20O from agriculture, CO2 from manufacturing, CO2 from others and

greenhouse gas(GHG) are included in this think about.

The relationship between monetary division speculation and low carbon economy in five

countries of Japan, China, Brazil, Germany, and India for the period 2000-2017, is explored.



In each budgetary framework, there’s budgetary profundity which is picked up through
private credit which incorporates managing an account and capital showcase, resources of
budgetary education, private financing which joins managing an account, non-banking financing,
capital advertise, residential stock capitalization, and private securities and stock exchanging
esteem. The financial framework is not widespread as each country has different priorities and
impediments indeed in spite of the fact that there is an inclination for steady and energetic
budgetary framework to develop with changes. .

Low Carbon Development has no accepted definition, but it is commonly accepted that it
refers to Low Emission Development Strategies (LEDs). The low carbon economy is discussed to

narrate the challenges.

European Union identifies the finance and investment challenges. There are a few
recommendations in this respect. One of them is to attain the move to a worldwide moo carbon
economy and society and it leads to long-term maintainable development whereas coordination
moderation and adjustment. It intends to mobilise additional finance and investment for achieving
2 degree Celsius and for the same, there is a need for improvement in technology innovation and

capacity building.

The green financial system promotes green growth and carbon reduction while eliminating
poverty. The efforts are pursued to achieve social and economic equity without environmental

degradation.
Chapter 2: An Empirical Study on Carbon Pricing for Green Economy

Summary: In this chapter, the Carbon pricing initiatives among other policies are considered to implement
the Paris Agreement for the reduction of global warming in pursuant to achieve low carbon economy

towards sustainable development. In this regard, many models are examined using empirical analysis.

This Chapter 2 examines Carbon pricing to achieve carbon reduction and regulating global
warming. Carbon pricing increases green investment and it collects compensation for the
environmental damages. In carbon pricing, there are two aspects which include carbon price which
is compensated for the carbon emission and there is a price before carbon emission which can be
traded under the Emission Trading System. The principles and practices of carbon tax and

Emission Trading System are discussed and investigated in the econometric analysis.



Chapter 3: New global financial system- green growth: a review

Summary: In this chapter, the need for new financial system is discussed to achieve low carbon
economy towards sustainable development using econometric analysis as the existing financial

system demands new thinking, institutions, approaches and resolution for practices.

In Chapter 3, the new global financial system is discussed to promote a green economy.
The global financial system must promote sustained economic growth and social development for
which three core pillars of the future of the global financial system and these pillars need to
contribute to economic growth and financial stability. An effective financial system establishes an
effective network of financial institutions, financial markets, financial instruments and financial
services for promoting financial integration within the economy for effective production,
distribution and development. The financial system offers opportunities to transfer risks on
investment and in this process, the borrowers generate funds in the financial system. The Covid
Pandemics have drastically reduced the investment mechanism due to lockdown and preventive

measures of Covid Protocols and social distancing.

There is a need for long term green investment to achieve sustainable economic growth for

carbon reduction and eradication of poverty.

The direct interventions of government and international institutions on sustainable long-
term finance have not yielded results and there must be a focus on reforms that prevent market
failures and institutional weaknesses. New reforms are proposed and discussed and for the same
factors which are the Profundity of Money related Teach, Depth of Financial Institutions, Access
to Financial Institutions, and Efficiency of Financial Institutions. In this regard, the adjusted net
savings after the calculation of damages on account of the exploitation of natural resources and

carbon emissions are included in this study.
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