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A Glimpse into the Future: Zambia’s Green
Finance Revolution in 2024

1. Introduction

On Friday, 29 September 2023, Zambia's Minister of Finance and National Planning unveiled the
National Budget for 2024 with the theme “Unlocking Economic Potential’. During the presentation,
in paragraph 142, the Minister highlighted the growing threats of climate-related risks to the finan-
cial system. The Minister announced the Government’s commitment to enhancing the legal and
regulatory framework to support green finance and integrate environmentally friendly practices
into the financial sector in 2024.

This commitment by the Zambian Government marks a significant step towards fostering sustain-
able development. Although specific details are yet to be provided, it is worth exploring what this
framework might entail and how it aligns with international best practices.

2. International Trends in Green Finance

The notion of green finance has been established globally for some time, yet its integration into
Zambia’s financial sector has gained significant traction in recent years. Green finance involves
directing financial resources towards projects and investments that positively impact the
environment, including initiatives in renewable energy, green infrastructure, and sustainable
agriculture.

Zambia’s commitment to strengthening green finance and environmental practices in its financial
sector mirrors a growing worldwide trend. Countries across the globe are increasingly recognizing
the urgent necessity to align their financial systems with sustainable development goals and tackle
the challenges posed by climate change.

As we look forward to the year 2024, it is worth considering several key aspects that Zambia’s
framework may draw inspiration from when considering international best practices:

(a) Clear Green Finance Standards

Internationally, robust green finance frameworks typically involve the establishment of
clear standards and criteria for identifying environmentally sustainable projects and
investments. These standards help financial institutions differentiate between green and
non-green activities, ensuring transparency and accountability. Zambia’'s framework may
involve adopting internationally recognized green finance standards to guide investments.

(b)  Regulatory Incentives

Many countries have successfully incentivized green finance by offering tax benefits,
reduced regulatory burdens, and financial rewards to financial institutions that prioritize
environmentally friendly investments. Zambia may explore similar incentives to encourage
its financial sector to allocate resources toward green initiatives, thereby driving sustainable
economic growth.



Environmental Risk Management

Mitigating environmental risks is an important aspect of green finance frameworks.
Financial institutions may be required to incorporate environmental risk assessments into
their lending and investment practices. This ensures that potential environmental hazards
and liabilities are identified and managed effectively, reducing long-term financial risks.

(d) Capital Adequacy Requirements
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To align with international best practices, Zambia’s framework may introduce capital
adequacy requirements that account for environmental risks. This ensures that financial
institutions maintain sufficient reserves to cover potential losses resulting from

environmental events, promoting stability in the financial sector.

Enhanced Transparency

Transparency is a cornerstone of effective green finance frameworks. Zambia may mandate
financial institutions to provide regular reports on their green finance activities and
environmental risk management efforts. This information can be made accessible to the
public, fostering trust, and enabling consumers to make informed decisions about their

investments.

Capital Adequacy Requirements

To align with international best practices, Zambia’s framework may introduce capital
adequacy requirements that account for environmental risks. This ensures that financial
institutions maintain sufficient reserves to cover potential losses resulting from

environmental events, promoting stability in the financial sector.

Collaboration and Knowledge Sharing

Ongoing monitoring and evaluation are critical to ensure the effectiveness of the green
finance framework. Periodic reviews and adjustments may be necessary to adapt to
evolving environmental challenges and financial sector developments.

1. Conclusion

As Zambia prepares for the implementation of this framework in 2024, it joins the global communi-
ty in combating climate change and promoting sustainability. The success of this initiative will
depend on the collaboration and dedication of all stakeholders, including financial institutions,

regulators, and the public, towards a greener and more resilient financial sector.

Zambia’s commitment to enhancing the legal and regulatory framework for green finance and
environmental practices signals a significant stride towards sustainable development. While specif-
ic details are awaited, the Government’s intention aligns with international best practices in the
field of green finance, offering hope for a more sustainable and environmentally conscious financial

sector in Zambia.
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The information provided in this article is intended for general informational purposes only and

does not constitute legal advice. Transmission or receipt of the information contained in this
article does not create a lawyer-client relationship. Readers should not act upon this information
without seeking professional counsel.
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