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Abstract

Green finance encompasses various financial instruments, activities, and services designed to
support projects that minimize negative environmental impacts and promote environmental
sustainability. On the other hand, green financing indirectly replaces old and obsolete
technologies with cost-effective and environmentally friendly technologies, leading to reduced
health expenditure and, consequently, increased environmental quality. Accordingly, the primary
objective of this study is to examine the impact of green finance, health expenditure, and the
interaction between these two variables on the Environmental Load Capacity Factor (LCF) in D8
group countries from 2000 to 2022. To achieve this purpose, cointegration analyses with cross-
sectional dependence and two estimators, Continuously Updated and Fully Modified (CupFM)
and Continuously Updated and Bias-Corrected (CupBC) have been used. The robustness of the
results was also examined using the quantile panel method. The results show that the long-term
impact of green finance and health expenditure on LCF is positive (and significant) and negative
(and significant), respectively. In the long run, a one percent increase in the green finance index
and per capita health expenditure will increase the LCF by an average of about 0.03 percent and
decrease it by 0.19 percent, respectively. The interaction effect of green finance and health
expenditure on LCF is also positive and significant, indicating that green finance leads to the
weakening of the adverse effect of health expenditure on environmental quality. Accordingly, it
can be said that green finance is a crucial step in reducing health expenditure and environmental
pressure in the countries studied.
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