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ABSTRACT

This chapter explores the challenges hindering the advancement of sustainable 
finance in the Arab region, including regulatory gaps, limited awareness, and 
restricted access to funding. Using a qualitative approach based on secondary 
data, the research identifies key barriers such as inconsistent ESG reporting, 
inadequate financial infrastructure, and perceived investment risks. To foster 
a more enabling financial ecosystem, the study recommends regulatory re-
forms, capacity-​building initiatives, and awareness campaigns. Additionally, 
strengthening development banks, promoting public-​private partnerships, and 
leveraging emerging technologies like blockchain can enhance transparency 
and financial accessibility. Future research should assess these strategies to 
position the Arab region as a leader in sustainable finance.
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1. INTRODUCTION

The Arab region is faced with an intricate array of socio-​economic challeng-
es, characterized by high unemployment rates, significant social disparities, 
and rising environmental deterioration (United Nations, 2024). These issues 
are further compounded by accelerated demographic growth, incomplete 
diversification in most economies, and exposure to exogenous shocks, such 
as volatility in the global oil market. Therefore, to tackle these imminent chal-
lenges, there is a need to embark on a fundamental shift towards sustainable 
development strategies—one that promotes long-​term economic stability, 
social equity, and environmental sustainability. In this regard, sustainable 
finance has become a fundamental tool, providing innovative solutions to 
close financial gaps and promote social innovation, while aligning with the 
SDGs (Ukoba et al., 2024).

Moreover, sustainable finance is not just one financial approach or system, 
but rather one with the goal of achieving interconnected development outcomes. 
The practice consists of a variety of financial instruments and tools designed 
to spur investments generating economic, social, and environmental benefits 
(Dirie et al., 2023). For the Arab countries, with their severe resource limita-
tions and development gaps, the adoption of sustainable finance is crucial for 
addressing pressing challenges such as climate change adaptation, poverty 
alleviation, and job creation. However, despite its potential, the implemen-
tation of sustainable finance in the region remains uneven. This imbalance 
requires more government intervention to create an enabling environment 
and effectively allocate resources (Raimi et al., 2024).

Furthermore, obstacles to the penetration and adoption of sustainable 
finance in Arab countries stem from gaps in the policy environment, fi-
nancial instruments, and stakeholder coordination. Governments often lack 
incentives to encourage private sector participation, while conventional 
financing mechanisms are not adequately structured to address long-​term 
sustainability issues. Additionally, empirical evidence and documentation 
of government-​initiated projects supporting sustainable finance are scarce. 
These gaps hinder the region's progress in achieving the SDGs and building 
resilient, inclusive economies (Ikevuje et al., 2024).

The central objective of this chapter is to explore the pivotal role of the 
government sector in advancing sustainable finance throughout the Arab 
region. Through an analysis of prevailing policies, financial products, and 
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