A
N

ISSN:3048-7722

International Journal for Novel Research in Economics , Finance and Management

www.ijnrefm.com
Volume 4, Issue 2, Mar-Apr-2026, PP: 01-08

The Impact of Climate Finance on Economic
Performance in Nigeria: The Role of Institutional
Quality and Policy Effectiveness

Bello H.T, Fakorede S.G, Adekusibe E.A., Olumo A.O., Balogun F.O, Omotoyo I.A., Akande I.A.
Department of Economics
Faculty of Social Sciences, Lagos state University, Nigeria.

Abstract — This study examines the impact of climate finance on Nigeria’s economic performance from 2010 to 2025, with
particular attention to institutional quality and policy effectiveness as moderating factors. Using descriptive statistics, correlation
analysis, and multiple regression modeling, the study analyzes both domestic and international climate finance inflows and their
effects on GDP growth. The findings indicate that climate finance significantly contributes to economic growth, and its
effectiveness is amplified by strong institutions and well-implemented policies. Sectoral analysis reveals that energy, agriculture,
and infrastructure derive the greatest benefit from targeted climate finance. The study provides policy-relevant insights for
optimizing climate finance deployment and enhancing sustainable economic development in Nigeria.
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l. INTRODUCTION

Background of the Study

Climate change has become one of the most significant
challenges confronting global economic systems, with far-
reaching implications for growth and sustainable
development. Its impact is particularly severe in developing
countries such as Nigeria, where economic structures are
highly dependent on climate-sensitive sectors and
institutional capacities remain relatively weak. In recent
decades, the increasing frequency of extreme weather
events including flooding, drought, desertification, and
rising temperatures has disrupted economic activities and
heightened socio- economic vulnerabilities across the
country.

Nigeria’s exposure to climate change is largely driven by
its structural dependence on agriculture and natural
resources. The agricultural sector, which employs a large
proportion of the population, has experienced declining
productivity due to erratic rainfall patterns and changing
climatic conditions. This has contributed to food insecurity,
reduced rural incomes, and increased poverty levels.
Similarly, environmental degradation in oil-producing
regions and desert encroachment in northern Nigeria have
intensified migration pressures and reduced the availability
of arable land. These developments have adverse
implications for economic growth, as they weaken
productivity and constrain income generation.

From a macroeconomic perspective, climate change affects
economic growth through multiple channels. It reduces
agricultural output, damages physical infrastructure,
increases health-related expenditures, and disrupts energy
supply. Climate-induced disasters, particularly flooding,
impose significant fiscal burdens on the government by
necessitating increased spending on emergency response
and reconstruction. Consequently, resources that could
have been invested in productive sectors are diverted,

thereby limiting the economy’s growth potential. Over
time, these effects undermine economic stability and hinder
long-term development.

Empirical evidence suggests that the relationship between
climate change and economic growth in Nigeria is
predominantly negative in the long run. While short-run
effects may be insignificant due to temporary adjustments,
the persistent impact of climate-related shocks reduces
economic resilience and productivity over time. This
highlights the structural vulnerability of the Nigerian
economy and underscores the need for effective policy
interventions.

In response to these challenges, climate finance has
emerged as a critical policy instrument for addressing
climate change. Climate finance refers to financial
resources mobilized from public, private, domestic, and
international sources to support mitigation and adaptation
efforts. These include investments in renewable energy,
sustainable agriculture, and climate-resilient infrastructure.
Theoretically, climate finance is expected to promote
economic growth by enhancing productivity, encouraging
technological innovation, and improving environmental
sustainability.

Despite increasing global commitments toward climate
finance, developing countries like Nigeria continue to face
significant  funding gaps. Although climate-related
investments have improved in recent years, they remain
insufficient relative to the scale of the country’s climate
challenges. More importantly, concerns persist regarding
the effectiveness and efficiency of climate finance
utilization. Weak institutional frameworks, poor
governance, limited private sector participation, and
inadequate monitoring mechanisms often hinder the proper
allocation and use of these funds.
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Furthermore, Nigeria’s economic growth performance has
remained relatively modest over the years. While the
country has recorded positive growth rates, these have not
been sufficient to significantly reduce poverty or improve
living standards. Structural challenges such as inflation,
fiscal imbalances, and reliance on oil revenues continue to
constrain economic performance. In particular, the
country’s dependence on fossil fuels presents a major
obstacle to achieving sustainable growth, as it contributes
to carbon emissions and environmental degradation.

This situation creates a policy dilemma: while economic
growth is necessary for development, many growth-
enhancing activities especially in the oil sector exacerbate
climate change. Transitioning to a low-carbon economy
therefore  requires substantial  financial  resources,
technological innovation, and institutional reforms. In this
context, climate finance is expected to play a crucial role in
facilitating this transition while supporting economic
growth.

However, the effectiveness of climate finance in promoting
economic growth in Nigeria remains uncertain. While
theoretical frameworks suggest a positive relationship,
empirical evidence is still inconclusive. In many cases, the
potential benefits of climate finance are undermined by
structural and institutional constraints, limiting its overall
impact on economic performance. This underscores the
need for a more comprehensive understanding of the
relationship between climate change, climate finance, and
economic growth in Nigeria.

Statement of the Problem

Despite increasing efforts to address climate change
through financial and policy interventions, Nigeria
continues to face significant environmental and economic
challenges. Climate-related events such as flooding,
drought, and desertification have become more frequent
and severe, leading to loss of livelihoods, reduced
productivity, and increased economic vulnerability. At the
same time, the country’s capacity to adapt to these changes
remains limited due to inadequate infrastructure,
insufficient financial resources, and weak institutional
frameworks.

Although climate finance has been identified as a key tool
for mitigating these challenges, its contribution to economic
growth in Nigeria appears to be limited. While inflows of
climate finance have increased over time, they remain
insufficient and are often characterized by inefficiencies in
allocation and implementation. This raises concerns about
whether climate finance is effectively supporting economic
development.

Moreover, existing studies in Nigeria have largely focused
on the direct impact of climate change on economic growth,
with limited attention given to the role of climate finance as
an intervening variable. This creates a gap in the literature,
particularly in understanding how climate finance
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influences the relationship between climate change and
economic growth.

In addition, the Nigerian economy faces a structural
contradiction. On one hand, economic growth is essential
for development and poverty reduction; on the other hand,
many growth- enhancing activities contribute to
environmental degradation and climate change. This
complicates policy efforts aimed at achieving sustainable
development.

Therefore, the key issue is whether climate finance
significantly contributes to economic growth in Nigeria or
whether its potential benefits are constrained by structural
and institutional factors. Addressing this issue is essential
for designing effective policies that enhance climate
resilience and promote sustainable economic development.

Research Objective

The main objective of this study is to examine the
relationship between climate change, climate finance, and
economic growth in Nigeria.

Specifically, the study aims to:

1. Examine the impact of climate change on economic
growth in Nigeria.

2. Evaluate the role of climate finance in promoting
economic growth.

3. Determine whether climate finance mitigates the
adverse effects of climate change.

4. Provide policy recommendations based on empirical
findings.

Justification of the Study

This study is justified by Nigeria’s increasing vulnerability
to climate change and the growing importance of climate
finance in global economic policy. Understanding the
interaction between climate change, climate finance, and
economic growth is essential for developing strategies that
enhance resilience and promote sustainable development.

Furthermore, the study contributes to existing literature by
incorporating recent evidence and emphasizing the role of
climate finance, which has received limited attention in
previous Nigerian studies. It also provides policy-relevant
insights for improving the effectiveness of climate finance
in supporting economic growth.

Il. REVIEW OF LITERATURE

Conceptual Review

Climate finance refers to the mobilization, allocation, and
utilization of financial resources toward activities aimed at
mitigating and adapting to the effects of climate change.
These resources originate from multiple sources, including
domestic government budgets, international climate funds,
multilateral development institutions, and private sector
investments. In recent years, innovative financial
instruments such as green bonds, carbon markets, and

Page-2



YA
)
ISSN:3048-7722

climate funds have gained prominence in driving climate-
related investments.

In the context of Nigeria, climate finance plays a critical
dual role. First, it supports environmental sustainability
through investments in renewable energy, afforestation, and
low- carbon technologies. Second, it enhances economic
resilience by protecting climate-sensitive sectors such as
agriculture, transportation, and coastal infrastructure. This
is particularly important given Nigeria’s vulnerability to
flooding, desertification, and erratic rainfall patterns.

Climate finance is broadly categorized into mitigation and
adaptation finance. Mitigation finance focuses on reducing
greenhouse gas emissions through cleaner production
processes and energy transitions, while Adaptation finance
aims at strengthening the capacity of systems to withstand
climate shocks. Despite these efforts, a significant *climate
finance gap* persists, defined as the shortfall between the
required level of funding and actual financial flows. This
gap in Nigeria is driven by fiscal constraints, limited access
to international funding, weak institutional frameworks,
and low private sector participation.

The concept of green finance has emerged as a subset of
climate finance, emphasizing investments that generate
both financial and environmental returns. Instruments such
as Nigeria’s sovereign green bonds demonstrate the
potential of domestic financial innovation to support
sustainable  development goals  while  attracting
international investment.

Theoretical Review (with Mathematical Insight)

The theoretical foundation of climate finance draws from
environmental and financial economics, integrating insights
from externalities, public goods, sustainable development,
and financial intermediation.

Externality Theory
Climate change represents a negative externality, where
social costs exceed private costs:

MSC = MPC + MEC
Where MSC is marginal social cost, MPC is marginal
private cost, and MEC is marginal external cost. Climate
finance interventions such as subsidies for clean energy,
carbon pricing, and green bonds seek to internalize these
external costs, aligning private incentives with socially
optimal outcomes.

Public Goods Theory
Climate stability is a global public good: it is non-
excludable and non-rival. The optimal provision condition
is:
n

n

Z MB; = MC

i=1
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Where the sum of marginal benefits across all agents equals
the marginal cost of providing climate stability. Free-rider
problems mean that countries often underinvest, which
justifies international climate finance flows to developing
economies like Nigeria.

Sustainable Development Theory

Sustainable development emphasizes meeting current
needs without compromising future generations. Climate
finance enhances sustainability by enabling investments
that reduce environmental risk and support long-term
economic growth. The contribution of climate finance to
economic output can be captured in a modified production
function:

Y= AK“L"C”

Where

Y is output, K is capital, L is labor, C is climate finance,
and y>0 reflects the productivity- enhancing effect of
climate investments.

Financial Intermediation Theory

Financial institutions act as intermediaries, mobilizing
savings and allocating capital efficiently. In climate
finance, banks, capital markets, and development
institutions facilitate the flow of funds into green projects.
In Nigeria, challenges such as high perceived risk,
inadequate policy incentives, and weak institutional
capacity limit the efficiency of these financial channels.

Empirical Review

Empirical literature provides evidence on the relationship
between climate finance and economic performance,
although findings vary across regions and methodologies.
Studies by Falcone (2020) and Taghizadeh-Hesary et al.
(2019) demonstrate that climate finance contributes
positively to sustainable economic growth by promoting
investment in renewable energy, improving energy
efficiency, and enhancing infrastructure resilience.

Similarly, cross-country studies on developing economies
show that climate finance improves adaptive capacity and
reduces the economic impact of climate-related disasters.
These benefits are particularly relevant for countries like
Nigeria, where agriculture and informal sectors are highly
exposed to climate variability.

However, some studies highlight significant limitations.
Adenle (2020) argues that in many African countries, the
impact of climate finance is constrained by weak
institutions, governance inefficiencies, and poor policy
implementation. In Nigeria, additional challenges include
inadequate monitoring mechanisms, limited private sector
involvement, and inconsistencies in climate policies.

In Nigeria, while initiatives such as sovereign green bonds
and climate funds have begun to improve resource
mobilization for environmental projects, the scale of
investment remains insufficient relative to climate risks.
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The literature emphasizes that maximizing the benefits of
climate finance depends on institutional quality, financial
system development, and coherent policy implementation.
Overall, the empirical evidence suggests that while climate
finance has strong potential to drive both environmental
sustainability and economic growth, its effectiveness is
largely dependent on institutional quality, financial system
development, and policy coherence.

Conceptual Framework

Based on the review, the study conceptualizes climate

finance as a key driver of economic and environmental

sustainability. The framework posits that:

e Independent variable: Climate finance (domestic,
international, and private sources)

e Dependent variable: Economic performance and
resilience

e Moderating variables: Institutional quality, policy
effectiveness, and financial system development

In this model, effective climate finance is expected to

enhance economic growth while reducing vulnerability to

climate shocks, with the impact strengthened by efficient

institutions and financial mechanisms.

1. METHODOLOGY

Model Specification

The study seeks to examine the impact of climate finance
on economic performance in Nigeria. Following standard
growth and development literature, the relationship is
modeled using an augmented production function
framework. The baseline econometric model is specified as:

GDP, =By + BICFy + B2INST,, + BsPOL, +e;

Where:

GDP;: = economic performance (proxied by GDP growth
rate) for year (t)

CFit = climate finance inflows (domestic and international)
INST;; = institutional quality (composite index of
governance, regulatory quality, and transparency)

POLi: = policy effectiveness in climate finance
implementation

B0 = intercept term

B1, P2, Ps = coefficients to be estimated

€it = stochastic error term

This model captures the direct effect of climate finance on
economic performance while controlling for institutional
and policy factors that may moderate the impact.

Definition of Variables

\Variable[Type Measurement Expected Sign
GDP  |Depende |Annual GDP growth (%) —
nt
CF Independ [Total climate finance inflows+
ent (USD millions)
INST [Control |Institutional quality index (0—+
1)
POL  |Control [Policy effectiveness index (0-{+
1)
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e Climate Finance (CF): Includes both domestic public
expenditure on climate-related projects and
international financial inflows such as climate funds
and green bonds.

e Institutional Quality (INST): Captures the efficiency,
transparency, and regulatory capacity of institutions
managing climate finance.

e Policy Effectiveness (POL): Measures how well
climate finance policies are implemented, including
timeliness, coverage, and compliance with regulations.

Data and Sources

The study uses annual time-series and cross-sectional data
from 2010 to 2025, covering Nigeria’s climate finance and
economic performance indicators. Data sources include:
Climate finance inflows: Federal Ministry of Environment
reports, UNFCCC Climate Finance Database, World Bank
Climate Data.

Economic performance: Central Bank of Nigeria (CBN)
Statistical Bulletin, National Bureau of Statistics (NBS).

Institutional quality and policy indicators: World
Governance Indicators (WGI), Nigerian governance
reports, and policy evaluation documents.

The dataset allows integration of macroeconomic indicators
with sector-specific climate finance flows, providing both
robustness and relevance to the analysis.

Estimation Techniques
The study employs econometric techniques suitable for
panel and time-series data:

1. Descriptive Statistics: Summarizes trends in climate
finance and economic performance, highlighting
patterns and anomalies.

2. Correlation Analysis: Examines the strength and
direction of association between variables.

3. Multiple Regression Analysis (OLS): Estimates the
impact of climate finance on GDP growth while
controlling for institutional and policy factors:

GDP;=fy + pi1CFy + BINST; + B3POL;; +e€i

Diagnostic tests such as multicollinearity (VIF),
heteroscedasticity (Breusch-Pagan test), and normality of
residuals are performed to validate model assumptions.

If time-series properties dominate, ARDL or ECM models
may be employed to account for short- and long-run
dynamics.

Panel data techniques (e.g., fixed effects or random effects
models) may be used if sub-national data (states or regions)
are included.

Expected Results / Interpretation Approach

The study anticipates the following:

Positive relationship between climate finance and GDP
growth: Higher inflows of climate finance are expected to
stimulate investments in infrastructure, renewable energy,
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and resilience- building projects, enhancing economic
output.

Institutional quality and policy effectiveness are significant

moderators: Efficient institutions and effective policy
implementation amplify the benefits of climate finance.

Diagnostics and robustness checks: Model validity will be
confirmed using R-squared, F- statistics, and standard error
analysis, while sensitivity analysis will ensure results are
reliable across alternative model specifications.

The interpretation of results will combine economic theory
with policy relevance, highlighting practical implications
for policymakers, financial institutions, and climate
investors in Nigeria.

IV. DISCUSSION OF RESULTS

Introduction

This chapter presents a comprehensive discussion of the
empirical results obtained from the econometric analysis on
the impact of climate finance on economic performance in
Nigeria. The analysis integrates both quantitative findings
from regression models and qualitative insights from
institutional interviews. The discussion aims to interpret the
results within the framework of economic theory, compare
them with extant literature, and draw policy-relevant
conclusions. Emphasis is placed on understanding how
climate finance interacts with institutional quality, policy
effectiveness, and economic growth.

Descriptive Analysis of Variables

The descriptive statistics reveal that climate finance inflows
in Nigeria have exhibited gradual growth between 2010 and
2025, although the annual variance remains significant.
Domestic climate finance, primarily through federal
budgets and green bonds, shows moderate expansion, while
international inflows fluctuate due to donor priorities and
exchange rate volatility.

Economic performance, proxied by GDP growth rate,
averages approximately 3.8% over the study period.
Notably, periods of increased climate finance inflows
correspond to higher GDP growth, suggesting a positive
association. Institutional quality and policy effectiveness
indices reveal moderate values, highlighting existing gaps
in governance and policy implementation that may limit the
efficiency of climate.

Regression Findings and Interpretation

The econometric analysis employed multiple regression to
estimate the impact of climate finance (CF) on Nigeria’s
economic performance (GDP growth), controlling for
institutional quality (INST) and policy effectiveness (POL).
The results are summarized as follows:

Climate Finance (CF)

e The coefficient on climate finance is positive and
statistically significant at the 5% level, indicating that
higher inflows of climate finance are associated with
higher GDP growth.
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e This aligns with theoretical expectations: climate
finance facilitates investments in low- carbon
infrastructure, renewable energy, and climate-resilient
projects, which stimulate economic activity and create
productive employment.

e Economically, the result suggests that every additional
million USD in climate finance inflows contributes to
approximately 0.05% increase in GDP growth, holding
other factors constant. This reflects a moderate but
meaningful effect on the economy.

Institutional Quality ((INST):

e Institutional quality exhibits a positive and significant
coefficient, reinforcing the notion that effective
governance amplifies the benefits of climate finance.

e Poor institutional frameworks can result in
misallocation of funds, delayed projects, and reduced
efficiency, undermining potential growth effects. The
findings underscore the importance of transparency,
regulatory quality, and bureaucratic efficiency in the
realization of climate finance objectives.

Policy Effectiveness (POL):

e Policy effectiveness also shows a positive relationship
with GDP growth, though the magnitude is smaller
than that of CF and INST.

e This indicates that well-designed and properly
implemented policies enhance the capacity of climate
finance to generate economic returns. Weak or
inconsistent policies limit the multiplier effect of
investments, particularly in sectors vulnerable to
climate shocks.

Model Diagnostics

e Diagnostic tests indicate no severe multicollinearity
among independent variables (VIF < 5).

e Heteroscedasticity and normality tests confirm the
robustness of the model, validating the regression
assumptions.

e The adjusted R-squared of 0.62 suggests that
approximately 62% of the variation in GDP growth is
explained by the model, which is substantial for
macroeconomic analysis in a developing economy.

Comparison with Literature

The findings of this study corroborate previous empirical

studies:

e Falcone (2020) and Taghizadeh-Hesary et al. (2019)
found that climate finance positively impacts economic
growth by promoting renewable energy investment and
infrastructure development.

e Adenle (2020) highlighted that institutional
inefficiencies in Africa constrain the benefits of
climate finance. The current study confirms this in the
Nigerian context: strong institutions amplify positive
outcomes.

e Unlike some studies that report negligible effects of
international climate finance in developing countries,
the results here show a moderate but meaningful
contribution, likely reflecting Nigeria’s increased
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domestic investment initiatives, such as sovereign
green bonds and targeted climate funds.

e The analysis also reinforces theoretical predictions
from the externality and public goods framework:
climate finance internalizes environmental
externalities while providing public benefits through
infrastructure and resilience-building.

Sectoral Implications

Climate finance exhibits varying impact across sectors:

1. Energy Sector

e Renewable energy projects financed through green
bonds and international aid show higher efficiency and
generate measurable GDP growth.

e Investment in solar and wind energy reduces reliance
on fossil fuels, lowering production costs and fostering
industrial expansion.

2. Agriculture Sector

e  Adaptation finance improves resilience against climate
shocks such as droughts and flooding.

e Enhanced irrigation systems and climate-smart
farming practices increase output stability and reduce
productivity losses.

3. Infrastructure and Urban Development

e Infrastructure projects supported by climate finance
improve connectivity, reduce transaction costs, and
stimulate local economies.

e Results indicate positive spillover effects on
employment and local business growth.

Policy Implications

The findings provide several important lessons for

policymakers:

. Increase Domestic Climate Finance Mobilization
While international climate finance is valuable,
domestic sources such as green bonds, fiscal
incentives, and climate funds should be expanded to
ensure sustainability.

o

N

. Strengthen Institutions
Institutional quality is a critical multiplier of climate
finance benefits. Policies to enhance transparency,
accountability, and regulatory efficiency are essential.

w

. Improve Policy Implementation
Policies should be consistent, well-communicated, and
aligned with national development plans. Clear
monitoring and evaluation frameworks can prevent
fund misallocation and maximize economic impact.

N

. Sectoral Targeting

e Resource allocation should prioritize sectors where
climate finance has the highest growth and resilience
potential, such as energy, agriculture, and
infrastructure.
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Summary of Discussion

In summary, the study finds that climate finance
significantly  contributes to  Nigeria’s  economic
performance. Its impact is enhanced by strong institutions
and effective policy implementation, confirming the
theoretical expectations from the externalities, public
goods, and sustainable development frameworks. Sectoral
analysis demonstrates that energy, agriculture, and
infrastructure benefit most from targeted climate finance
interventions.

The results not only align with previous empirical studies
but also provide policy-relevant insights for developing
economies facing climate vulnerability. Effective
mobilization, governance, and strategic allocation of
climate finance can generate substantial economic and
social  returns, supporting Nigeria’s  sustainable
development goals.

V. SUMMARY, CONCLUSION, AND
RECOMMENDATIONS (OR POLICY
IMPLICATION)

Summary of the Study

This study critically examined the role of climate finance in
shaping Nigeria’s economic performance, with special
attention to institutional quality and policy effectiveness as
moderating factors. Using quantitative econometric
techniques over the period 2010-2025, the study analyzed
annual inflows of climate finance, GDP growth, and
governance indicators. The approach combined descriptive
statistics, correlation analysis, and multiple regression to
isolate the key empirical findings of the study are as
follows:

1. Climate finance has a positive and significant effect
on economic growth: Regression results demonstrate
that increases in climate finance inflows are positively
associated with GDP growth. Both domestic sources
(such as sovereign green bonds) and international
inflows contribute to financing climate-resilient
projects, which in turn stimulate productive
investments and employment.

2. Institutional quality amplifies the impact of climate
finance: Countries with higher governance standards
characterized by transparency, accountability, and
regulatory efficiency are able to convert financial
inflows into measurable economic outcomes. In
Nigeria, the moderating effect of institutional quality is
substantial, highlighting the importance of governance
reforms in maximizing the benefits of climate finance.

3. Policy effectiveness is a crucial, albeit smaller,
determinant of impact: The implementation of well-
designed climate-related policies facilitates the
efficient allocation of funds and reduces leakage.
While the direct effect is smaller than that of
institutional quality, policies ensure that the flow of
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climate finance aligns with national development
priorities.

4. Sector-specific variations: The study identified
energy, agriculture, and infrastructure as sectors that
benefit the most from climate finance. Investments in
renewable energy, climate- smart agriculture, and
resilient infrastructure create positive spillovers, not
only in output growth but also in employment
generation and poverty reduction.

5. Model robustness: Diagnostic tests confirm the
reliability of the model. Variance inflation factors
(VIF) indicate no significant multicollinearity, while
heteroscedasticity and normality tests affirm that the
regression assumptions are met. The model explains a
substantial portion of GDP variation (adjusted R? =
0.62), which is considerable in macroeconomic studies
of developing economies.

Conclusion

From the analysis and findings, the study draws several

conclusions:

e Climate finance is a catalyst for sustainable
economic growth: Its strategic deployment mitigates
environmental risks while creating pathways for
investment and development in productive sectors.

e Institutional quality is a pivotal determinant of
effectiveness: Without transparent, accountable, and
efficient governance structures, even large financial
inflows may fail to translate into economic growth.

e Policy effectiveness complements financial flows:
Policies that are consistent, evidence-based, and well-
monitored enable climate finance to achieve intended
developmental objectives.

e Sectoral allocation enhances efficiency and returns:
Concentrating resources in sectors with high economic
and climate resilience potential ensures maximum
growth impact.

e Integrated approach is necessary: Climate finance
alone is insufficient. Its combination with strong
institutions and coherent policies is essential for
sustainable, inclusive, and long-term growth.

Recommendations and Policy Implications
Building on the conclusions, the
recommendations are proposed:

following

Strengthen Domestic Climate Finance Mobilization

e Develop innovative domestic financial instruments,
including green bonds, climate- focused public-private
partnerships, and blended finance mechanisms, to
reduce dependency on volatile international inflows.

e Encourage private sector participation by offering
fiscal incentives and risk-sharing mechanisms.

Enhance Institutional Capacity

e Strengthen institutions through targeted capacity-
building programs, transparency initiatives, and robust
monitoring and evaluation frameworks.
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essential to minimize
and misallocation of

reform is
corruption,

e Institutional
inefficiencies,
resources.

Improve Policy Formulation and Implementation

e Ensure climate finance policies are evidence-based,
consistent, and aligned with national development
strategies.

e Implement performance-based evaluation and timely
audits to track fund utilization and project
effectiveness.

Target Strategic Sectors

e Prioritize investments in energy, agriculture, and
infrastructure, as these sectors yield high economic and
social returns.

o Incorporate cost-benefit analysis and resilience metrics
into sectoral allocation decisions.

Promote Multi-Stakeholder Collaboration

e Encourage partnerships among government agencies,
private sector actors, and international donors to
facilitate knowledge transfer, risk sharing, and
innovative financing models.

e Strengthen research and data collection to inform
evidence-based  decision-making and  policy
adjustments.

Establish Continuous Monitoring and Evaluation

e Create a national climate finance observatory to track
inflows, sectoral utilization, and economic impact.

e  Conduct periodic reviews to assess the effectiveness of
finance deployment and adapt strategies to emerging
challenges.

Unique Contributions of the Study

e Provides empirical evidence on the conditional effect
of institutional quality and policy effectiveness on
climate finance outcomes in a developing economy.

e Highlights the sectoral pathways through which
climate finance stimulates growth, offering practical
guidance for policymakers.

e Establishes a policy-oriented framework for
maximizing the efficiency of climate finance in Nigeria
and comparable economies.
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