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The Green Deal in the Context of Sustainable Finance

Introduction 

In recent years, the concept of sustainable financing and sourcing has gained consid-
erable attention from governments, businesses, and individuals around the world. This 
interest has been spurred by growing concerns about climate change, environmental 
degradation, and social inequality that have highlighted the need for more responsi-
ble and sustainable practices in finance and sourcing.

One of the most prominent initiatives in this regard is the European Green Deal, 
which was launched by the European Commission in December 2019. This initiative 
aims to make the European Union climate-neutral by 2050, while also promoting sus-
tainable economic growth and social equity. To achieve these goals, the Green Deal 
proposes a range of measures, including investments in renewable energy, energy ef-
ficiency, and sustainable transport, as well as reforms to agriculture and forestry prac-
tices and measures to promote a circular economy.1 

In this paper, we will explore the Green Deal in the context of sustainable financ-
ing and sourcing. Below we will try to define as precisely as possible the concept of 
sustainable finance, the Green Deal, and the related green – or ecological – taxes and 
investment plan. After a comprehensive discussion of the whole issue, we will con-
clude the paper by evaluating the hypothesis of whether the Green Deal meets the 
objectives of sustainable finance.

1. Sustainable Financing and Sourcing: Challenges and Opportunities

Sustainable finance and sourcing are complex and multifaceted concepts that encom-
pass a wide range of practices, policies, and initiatives. At their core, these concepts 
involve finding ways to ensure that economic activities are conducted in a manner 
that is socially, environmentally, and economically sustainable over the long term. This 

1 European Commission, The European Green Deal, 2019, https://commission.europa.eu/strategy-
and-policy/priorities-2019-2024/european-green-deal_cs [accessed: 2023.07.21].
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requires a shift away from traditional models of finance and sourcing that prioritize 
short-term profit and growth toward more holistic and responsible approaches that 
take into account the full range of impacts that economic activities can have on soci-
ety and the environment.2 Sustainable finance is a rapidly evolving field that aims to 
align financial activities with environmental, social, and governance (ESG) goals, and 
to support sustainable development.

As there is no universally accepted definition of the term sustainable finance, we 
would like to mention other definitions to present an objective assessment. Various or-
ganizations, including the European Commission, the United Nations, the World Bank, 
have contributed to the development of definitions and frameworks in sustainable 
finance. 

The European Commission defines sustainable finance as “any form of financial ser-
vice that integrates environmental, social, and governance (ESG) criteria into business 
or investment decisions.”3 They have played a significant role in developing the EU’s 
Sustainable Finance Action Plan, which includes regulations and standards to promote 
sustainability in financial markets.

The United Nations plays a key role in shaping the global sustainable finance agen-
da. The UN Principles for Responsible Banking, Principles for Responsible Investment 
(PRI), and Principles for Sustainable Insurance (PSI) are some of the initiatives that out-
line principles for responsible and sustainable financial practices. The UN’s definition 
of sustainable finance encompasses investments and financing that contribute to the 
achievement of the Sustainable Development Goals.4 

The World Bank defines sustainable finance as “the process of taking due account 
of environmental, social, and governance considerations in the financial decision-
making process, leading to increased investments in longer-term and sustainable ac-
tivities.” The World Bank works to promote sustainable finance by providing financing, 
technical assistance, and knowledge-sharing to support projects and initiatives in de-
veloping countries.5

Achieving sustainable finance and sourcing is a challenging task, therefore it re-
quires increasing the use of financial instruments and making significant changes to 
existing business models, policies, and regulatory frameworks. 

We would like to add green, blue, and social bonds and loans to the discussion 
about basic financial instruments strictly related to sustainable finance. These types of 
financial instruments are designed to fund specific environmentally or socially benefi-

2 European Commission, Sustainable Finance, 2021, https://czechia.representation.ec.europa.eu/
udrzitelne-finance-taxonomie-eu-komise-podnika-dalsi-kroky-k-tomu-aby-nasmerovala-financ-
ni-2021-04-21_cs [accessed: 2023.07.23].
3 Ibid.
4 United Nations Global Compact, United Nations Sustainable Finance, 2020, https://unglobalcom-
pact.org/sdgs/sustainablefinance [accessed: 2023.07.21].
5 The World Bank, Sustainable Finance, 2021, https://www.worldbank.org/en/topic/financialsector/
brief/sustainable-finance [accessed: 2023.06.21].
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cial projects. They are a key part of sustainable finance aimed at directing investments 
toward projects that have a positive impact on the environment, society, or both.

Green bonds and loans are debt instruments where the proceeds are specifically 
earmarked to finance environmentally sustainable projects or initiatives. These pro-
jects can include renewable energy projects, energy efficiency improvements, sus-
tainable waste management, clean transportation, and more. The purpose of green 
bonds and loans is to attract investment toward projects that contribute to mitigating 
climate change, reducing carbon emissions, and promoting a more sustainable and 
environmentally friendly future. 

Blue bonds are a specialized type of debt instrument that is dedicated to financing 
projects related to ocean and marine conservation and sustainability. The funds raised 
from blue bonds are utilized for activities such as marine conservation, sustainable 
fisheries, coastal protection, and improving water quality. The purpose of blue bonds 
is to address the various challenges facing the world’s oceans and marine ecosystems, 
such as overfishing, habitat destruction, pollution, and climate change impacts on ma-
rine life.

Social bonds and loans are financial instruments where the capital raised is allo-
cated to fund projects that have positive social impacts. These projects often address 
societal issues such as affordable housing, healthcare, education, employment gener-
ation, poverty alleviation, and community development. The purpose of social bonds 
and loans is to mobilize investments to support projects that improve the well-being 
of communities and promote social inclusion and equality.6 

One of the key challenges in the area of sustainable finance is the need to balance 
economic growth and development with environmental and social concerns. This re-
quires a nuanced approach that takes into account the differing needs and priorities 
of different stakeholders, including businesses, governments, consumers, and civil so-
ciety organizations.7  

Another challenge is the need to overcome the inertia and resistance that often 
characterizes existing systems and practices. Many businesses and governments are 
deeply entrenched in traditional models of finance and sourcing, which can make it 
difficult to introduce new, more sustainable approaches. This is particularly true in sec-
tors such as energy, agriculture, and transport, where established interests and vested 
interests can be particularly strong.

Despite these challenges, there are also significant opportunities for businesses 
and governments that embrace sustainable finance and sourcing. These include the 
potential to reduce environmental impacts, improve social equity and wellbeing, and 
create new economic opportunities and markets. Sustainable finance and sourcing 

6 United Nations Development Program, Demystifying green and blue bonds for the Pacific region, 
2022, https://www.undp.org/sites/g/files/zskgke326/files/2022-08/demystifying-green-and-blue-
bonds-for-the-pacific.pdf [accessed: 2023.07.21].
7 United Nations Environment Programme, Global Trends in Renewable Energy Investment 2020, 
https://www.unpri.org/about-us/about-the-pri [accessed: 2023.06.21].
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can also help to build resilience and long-term stability in economies, reducing the 
risks associated with environmental and social shocks and disruptions. 

The Paris Agreement is a very important milestone in the history of sustainable 
finance. It is critically important to sustainable finance because it sets a global frame-
work for addressing climate change and promoting sustainable development. The 
agreement, adopted in 2015 at the twenty-first Conference of the Parties (COP21) 
to the United Nations Framework Convention on Climate Change (UNFCCC) in Paris, 
establishes a commitment to limit global warming to well below 2 degrees Celsius 
above pre-industrial levels, with an aim to limit the increase to 1.5 degrees Celsius.8 
Finally, the Paris Agreement provides a clear global goal and timeframe for reducing 
greenhouse gas emissions. As we see it, this clarity enables financial institutions to 
align their investments and strategies with these goals, facilitating the transition to 
a low-carbon economy. An important point is that the agreement creates a stable, 
predictable regulatory environment for investments in sustainable and climate-resil-
ient projects. Investors and financial institutions can make long-term decisions with 
greater confidence, attracting more capital toward sustainable initiatives, which is also 
thanks to the new transparency requirements. The agreement emphasizes enhanced 
transparency and accountability through regular reporting on countries’ progress in 
achieving their climate targets. This transparency is crucial for investors and financial 
institutions as well to assess risks and opportunities associated with climate change 
and to make informed investment decisions.

In our opinion, the Paris Agreement provides a global roadmap that aligns financial 
systems and investments with the urgent need to address climate change, promoting 
a sustainable and resilient future for all.

2. Concept and purpose of the Green Deal

The Green Deal, or Green Deal for Europe, is a set of proposals, measures or visions 
adopted by the European Commission and one of the most ambitious initiatives to 
date aimed at promoting sustainable finance and sourcing. The aim is to take hold of 
and adapt European Union policies, mainly in the areas of climate, energy, transport, 
and taxation in order to reduce greenhouse gas emissions by at least 55% by 2030 
compared to 1990 levels to make Europe carbon neutral,9 and to bring emissions of 
the predominant greenhouse gas, carbon dioxide, to zero. The Green Deal has set itself 
the goal of achieving this goal within almost 30 years, and therefore by 2050, while 
also promoting sustainable economic growth and social equity.10

 8 Paris Agreement to the United Nations Framework Convention on Climate Change, Dec. 12, 2015, 
T.I.A.S. No. 16-1104.
 9 N. Tsafos, Why Europe’s Green Deal Still Matters, Center for Strategic and International Stud-
ies, March  24, 2020, https://www.csis.org/analysis/whyeuropes-green-deal-still-matters [accessed: 
2023.06.21].
10 J. Fredinger, Evropský Green Deal je krok správným směrem, ale sám o sobě nestačí, greenpeace.org, 
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The Green Deal was presented to the world on December 11, 2019, and it contains 
a veritable plethora of measures aimed at the aforementioned emissions reductions. 
The project also involves heavy investment as all the research and innovation associ-
ated with the green transformation needs to be funded. The European Commission 
has identified approximately EUR 260 billion needed to achieve the visions planned 
for 2030, an amount that represents approximately 1.5% of the GDP of all the Member 
States of the European Union. In the future, each EU member should expect to have to 
set aside at least 25% of the funding for climate action, with additional funding to be 
covered by the European Investment Bank, which is based in Luxembourg.11

2.1. Areas of Green Deal actions and their subsequent transformation

As the preceding shows, the most important area is the issue of climate, or climate 
neutrality, which the Green Deal aims to transform into clean air, safe water, healthy 
soil, and biodiversity. However, climate change depends on all of the areas mentioned 
below.

The second rather significant issue is energy, which sees its vision in greener ener-
gies, developing the potential of wind energy in Europe’s seas and innovation through 
cutting-edge clean technologies and modern infrastructure. The decarbonization of 
the European Union’s energy system is absolutely crucial to meeting climate targets. 
Another difficulty lies in agriculture. The Green Deal also dreams of green fields pro-
ducing healthy, affordable food not only at national but also at EU levels. A healthy 
planet depends on a healthy society, which cannot do without healthy individuals, 
and the key to this lies in a healthy food system. What about the idea of globally com-
petitive, resilient industry? The Green Deal addresses this too and is drawing up an 
industrial strategy for a digital Europe. The next difficult issue lies in the sphere of en-
vironmental friendliness and ocean pollution, which will seek to ensure that products 
last longer, as they will be repairable, recyclable, and reusable.12

However, one of the most indispensable and challenging fields of action, dare we 
say, is transport. The agreement addresses this issue not only by expanding public 
transport, but also by including electromobility, which is intended to remedy, above 
all, urban air pollution. Will electricity become the oil of the twenty-first century? How-
ever, it is precisely the proposal to ban internal combustion engines that has aroused 
the greatest resentment and attracted criticism from politicians and citizens in the 
Member States of the European Union.13

The transport issue has another dimension that is the question of impending un-
employment; can the labor market manage to move workers from problematic jobs 

December 11, 2019, https://www.greenpeace.org/czech/clanek/5252/evropsky-green-deal-je-krok-
spravnym-smerem-ale-sam-o-sobe-nestaci/ [accessed: 2023.06.21].
11 Ibid.
12 European Commission, The European Green Deal, 2019, https://commission.europa.eu/strategy-
and-policy/priorities-2019-2024/european-green-deal_cs [accessed: 2023.06.21].
13 Ibid.
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to those that are resilient to future changes in the labor market? Or will the necessary 
training be available in areas that will become necessary for future transformation? 

A final sector that is also important is financing and regional development, which 
will translate into the renovation of buildings for energy efficiency, for example, draw-
ing on solar energy. 

In this case, it is not the proposal for an across-the-board ban on natural gas heat-
ing that has been made in the media, but rather the so-called National Building Reno-
vation Plans promoting renewable energy sources, this would also be an investment 
in a green future.14

2.2. Green Deal Investment Plan

From a financial law perspective, more important than the Green Deal itself is its sepa-
rately published Green Deal Investment Plan, also known as the Sustainable Europe 
Investment Plan, from January 2020.15 

The plan sets out following key goals (Point I, Investment Plan): 1) to mobilize 1 tril-
lion EUR over the 2021–2030 decade to support sustainable investments through the 
EU budget; 2) to create a supportive investment framework for sustainable invest-
ments for both the private and public sectors with the key involvement of the green 
taxonomy; 3) to target administrative support with the specification and realization of 
sustainable projects for both public authorities and project developers.

Specifically, according to the Commission, the mobilization of the 1 trillion EUR will 
involve a total of 503 billion EUR directly from the EU budget, 279 billion EUR lever-
aged through the EU budget guarantee through the InvestEU fund, and 143 billion 
EUR from the EU budget in co-financing by Member States for the Just Transition, 
a support programme for regions disproportionately affected by decarbonization 
(Point III, Investment Plan). Finally, 25 billion EUR is planned to be provided from the in-
novation and modernisation funds financed by auctioning emission allowances which 
(in accounting terms) are outside the European budget.

Under the second task, the development of a supportive investment framework, 
the Commission wants to prioritize sustainable financing in the financial system. It 
plans to achieve this through long-term market signals and sufficiently clear policy in 
a sustainable direction to act as a guarantee to investors that their long-term invest-
ments will pay off over time. The Commission mentions the Taxonomy Regulation, the 
revision of the Non-Financial Information Reporting Directive, and the draft legislation 
on green bonds (Point 4.1, Investment Plan) as key to this effect. On the regulatory 
side, this area is covered by the EU Action Plan on Financing Sustainable Growth from 
2018 and its 2021 revisions, which was mentioned in a previous section of this article.

14 Ibid.
15 Communication from the Commission to the European Parliament, the Council, the European 
Economic and Social Committee and the Committee of the Regions: Sustainable Europe Investment 
Plan European Green Deal Investment Plan, COM/2020/21 final.
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Compared to the Commission’s 2014 strategy to finance the European economy, 
which was based on the 2013 Green Paper,16 the new plans commit to much higher 
public investment. However, the core of the strategy is still the effort to activate the 
private sector. The reason for this is both factual, the lack of public funds, and ideologi-
cal, the attempt to leave market mechanisms as free as possible. Investing itself cannot 
bring about change that can be successfully achieved only by competing for funding 
among projects.17

3. Green taxes for sustainability

Sustainable taxation is an important part of sustainable finance. In this section we will 
briefly focus on sustainable taxation, and not only in the European Union, as one of the 
tools of financing sustainable goals.

Taxes can be understood in four basic functions: 1) fiscal; 2) redistributive; 3) sta-
bilizing to influence economic cycles; and 4) regulatory as a mechanism to influence 
economic or social behavior.18 Thus, an easy solution is to internalize ESG externali-
ties through taxation, just as the consequences of smoking are internalized in tobacco 
taxation, for example.

The term of sustainability is ambiguous in tax policy and can be understood in rela-
tion to any of the four functions of taxation defined above. Therefore, we can look for 
sustainability, for example, in relation to the fiscal function and ask whether tax collec-
tion corresponds to state budget expenditures over long periods of time.19 However, 
typically, sustainable taxation usually refers to a carbon tax or the special taxation of 
short-term and speculative investment, or taxation in waste policies.

An alternative to a direct carbon tax, which may be politically impassable and tech-
nically difficult to implement for various reasons, is to create an artificial emissions 
market. Thus, since 2005, the European Union has operated a cap-and-trade emissions 
trading system, which gradually reduces the amount of free emissions and tries to put 
indirect pressure on polluters.20

According to Lyal, the disadvantages of the artificial emissions market in the Euro-
pean Union mainly stem from bureaucratic complications, the inclusion of only 40% of 
the total amount of greenhouse gases emitted, and the indirect pricing of emissions 
for the end customer.21 This could be solved by a carbon tax, the main disadvantage of 

16 Communication from the Commission to the European Parliament and the Council: on Long-Term 
Financing of the European Economy, COM/2014/0168 final.
17 H. Guez, P. Zaouati, Positive Finance, London 2017, p. 59.
18 D. Nerudová, M. Dobranschi, M. Litzman, P. Rozmahel, Tax Policy Areas and Tools for Keeping 
Sustainable Economy and Society in the EU [in:] Tax Sustainability in an EU and International Context, 
eds. C. Brokelind, S. van Thiel, Amsterdam 2020, p. 71.
19 Ibid., p. 75.
20 R. Lyal, Carbon Taxation and the European Union [in:] Tax Sustainability…, p. 324.
21 Ibid., p. 330.
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which lies in its widespread impact that would threaten to fall disproportionately on 
low-income people. This would potentially require additional social solutions. It is also 
problematic to achieve the avoidance of carbon exports to countries outside the Eu-
ropean jurisdiction22 nother barrier to regulate sustainable externalities through the 
tax system is technological progress, which the legal system does not reflect quickly 
enough. Tax incentives can thus become obsolete over time, turning into tax privi-
leges and encouraging market-based solutions that are already well established and 
independent.23

Sweden, Ireland, and British Columbia24 have already introduced carbon taxes. It 
has been debated at the European Union level since 1992, but so far without results.25 
The most recent attempt by the European Commission to introduce the possibility of 
some kind of common European carbon tax is the above-mentioned suggestion of 
an offsetting mechanism in the Green Deal, which would stop the export of carbon or 
the outsourcing of high carbon operations outside the European market (Point 2.1.1. 
Green Deal). The measure would target the carbon content of imported products to 
complement European climate efforts and, in addition to improving the efficiency of 
economic policies, would remove a major obstacle to the introduction of a European 
carbon tax.

The Carbon Pricing Leadership Coalition, a network established in 2015, is working 
to solve the carbon export problem on a global level. It is also working on carbon pric-
ing itself, seeking to find solutions through scientific research and debate. It involves 
scientists, national governments, and financial market participants.26

In general, green taxes are a type of taxation that aims to encourage environmentally 
sustainable behavior by taxing activities or products that have a negative impact on the 
environment. The revenue generated from these taxes can be used to finance sustainable 
initiatives such as renewable energy, waste management, and biodiversity conservation. 
Green taxes are considered an effective tool for sustainable financing because they 
create a financial incentive for individuals and businesses to adopt environmentally 
friendly practices. By increasing the cost of activities that harm the environment, green 
taxes encourage the adoption of cleaner alternatives. For example, a tax on carbon 
emissions can encourage businesses to invest in renewable energy sources or energy-
efficient technology.27

However, the effectiveness of green taxes can be limited if they are not designed 
and implemented properly. For example, if the tax is set too high, it can lead to op-

22 Ibid., p. 332.
23 F. Vanistendael, Reflections on Taxation and the Choice between Development and Sustainability [in:] 
Tax Sustainability…, p. 51.
24 R. Lyal, Carbon Taxation…, p. 332. 
25 Ibid., 342.
26 Carbon Pricing Leadership Coalition, Carbon Pricing Leadership Report 2020/21, pp. 6–7, https://
static1.squarespace.com/static/54ff9c5ce4b0a53decccfb4c/t/60ba4a7d2f4d4b6e0ace36c4/ 
1622821505499/CP LC%2BReport%2B2021_Final.pdf [accessed: 2023.06.21]. 
27 European Commission, Taxation: environmental taxes, 2021, https://ec.europa.eu/taxation_cus-
toms/business/environmental-taxes_en [accessed: 2023.06.21]. 
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position and non-compliance, but if the tax is set too low, it may not have a significant 
impact on behavior change. Additionally, green taxes can be regressive, meaning they 
disproportionately affect low-income individuals who may not have the resources to 
adopt more environmentally friendly alternatives.28

Overall, green taxes are an important tool for sustainable financing, but they must 
be designed and implemented carefully to ensure their effectiveness and fairness.

4. The EU Action Plan on Financing Sustainable Growth from 2018  
and its 2021 revisions

In this paper, we focus on the topic of the Green Deal, but we find it necessary to men-
tion other European Union instruments related to sustainable finance, such as the EU 
Action Plan on Financing Sustainable Growth. In the final part, we also analyze sustain-
able taxation in general, not only in the context of the Green Deal.

The EU Action Plan on Financing Sustainable Growth from March 201829 follows 
directly on the commitments made in the Paris Climate Agreement and contains the 
core of the European Commission’s EU Sustainable Policy together with a plan for its 
implementation.

The most comprehensive point of the 2018 Action Plan is action 1, the adoption of 
the Taxonomy Regulation30 to set up a clear way to measure ESG criteria in the finan-
cial market through the ESG classification system. It has already been adopted and 
effective from January 1, 2022. 

Other actions include, for example, the implementation of new obligations for in-
stitutional investors through the modification of the Shareholder Rights Directive31 in 
action 7, the adoption of the revision of the Benchmark Regulation32 in action 5, sup-
port for research within the ESAs in actions 6 and 9, and the intention to consider the 
possible embedding of sustainable criteria in the prudential requirements of banks 
and insurance companies in action 8.

28 Ibid.
29 Communication from the Commission to the European Parliament, the European Council, the 
Council, the European Central Bank, the European Economic and Social Committee and the Commit-
tee of the Regions: Action Plan: Financing Sustainable Growth, COM/2018/097 final.
30 Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the 
establishment of a framework to facilitate sustainable investment, and amending Regulation (EU) 
2019/2088 (OJ L 198, 22.6.2020, p. 13).
31 Directive (EU) 2017/828 of the European Parliament and of the Council of 17 May 2017 amending 
Directive 2007/36/EC as regards the encouragement of long-term shareholder engagement (OJ L 132, 
20.5.2017, p. 1).
32 Regulation (EU) 2019/2089 of the European Parliament and of the Council of 27 November 2019 
amending Regulation (EU) 2016/1011 as regards EU Climate Transition Benchmarks, EU Paris-aligned 
Benchmarks and sustainability-related disclosures for benchmarks (OJ L 317, 9.12.2019, p. 17).
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4.1. The European Sustainable Taxonomy

The European Sustainable Taxonomy is one example of a policy where the Commis-
sion wants to take advantage of the European Union’s first-mover role and hopes to 
set a global standard.

The main goal of the taxonomy is to avoid fragmentation of the types of sustain-
able investment indicators and to provide investors with clear criteria to follow in the 
financial market. To date, the absence of a standard set by the European legislator has 
led to imperfect investment analysis and has harmed consumers and investors (Recit-
al 14, Taxonomy Regulation). The classification set is the basis for future product stand-
ards for financial sustainability and their labelling (Recital 16, Taxonomy Regulation). 
The regulation qualifies environmentally sustainable economic activities on the basis 
of both positive and negative criteria (Article 3, Taxonomy Regulation). The environ-
mental goals are wider than just climate change and include, for example, biodiversity 
and the transition to a circular economy (Article 9, Taxonomy Regulation).

The role of the taxonomy in counteracting greenwashing is important. This hap-
pens when investments or investment products are falsely promoted as environmen-
tally sustainable.

In addition, through Recital 19 and the definition of environmentally sustainable 
economic activities, the Taxonomy Regulation provides a safe harbor for identifying 
sustainable investments under the Sustainability Disclosure Regulation.33

When discussing the topic of the benchmarking framework at the Czech Banking 
Association conference in 2019, it was mentioned several times that the supply of ESG 
assets is not keeping up with demand. The Benchmarking Framework should make it 
easier for new assets to enter the market and offer investors and investment interme-
diaries enough green assets.34

4.2. Revision of the strategy in 2021: double materiality and other additions

The Commission’s Action Plan was updated July 6, 2021, under the title Strategy for 
Financing the Transition to a Sustainable Economy.35 One of the key ideas of the new 
strategy is to work with the concept of double relevance, thus double materiality (Ac-
tion 3, Strategy for Financing the Transition to a Sustainable Economy). It represents 
the practice of bringing sustainability perspectives into financial reporting and ac-
counting standards. In classical accounting, materiality can be taken as the opinion of 
the average reasonable person. If the average reasonable person would find the infor-

33 Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 
on sustainability related disclosures in the financial services sector (OJ L 317, 9.12.2019, p. 1).
34 E. Bučová, Banking in Motion 2019 Conference: Sustainable Finance, Prague, 12.9.2019, https://you-
tu.be/49GI4XA4NF0?t=12791 [accessed: 2023.06.21].
35 Communication from the Commission to the European Parliament, the Council, the European 
Economic and Social Committee and the Committee of the Regions: Strategy for Financing the Transi-
tion to a Sustainable Economy, COM/2021/390 final.
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mation to be relevant to the operation of the business, the company should report it 
and reveal it in the financial statements.36

In contrast, double materiality is associated with a double perception of impacts. 
Matthias Täger explains that the first type is the impacts of climate change on a com-
pany’s business, which can be significant, and even according to the current mate-
riality principle are then subject to reporting. The second, newly monitored type is, 
on the contrary, the impacts of a company on climate change or on one of the other 
dimensions of sustainability, such as other environmental or social aspects.37 The prin-
ciple of double materiality therefore illustrates both directions of impact, the impact 
of climate change on a company and the impact of a company on climate change and 
provides investors and other interested parties with a new type of data.

In practice, the difference can be illustrated with a hypothetical example of a com-
pany that is involved in coal mining. From a climate change perspective, for example, 
the threat to its mine from landslides caused by increased heavy rainfall would be rel-
evant to its reporting. With state regulation, such as a date-specific cutoff of coal-fired 
power generation, it would be forced to internalize another consequence of climate 
change, a state-imposed demand shortfall. Double materiality adds a third dimension 
to this. For example, a company would have to report how much of its emissions cor-
respond to the coal it mines. 

The Commission wants to integrate the concept of double materiality across the 
European financial market in the coming years. Specifically, in actions 3 and 5 of the 
2021 Strategy, it aims to cooperate with Member States, European financial supervi-
sors, the European Central Bank, the European Systemic Risk Board and the European 
Environment Agency. For this purpose, it also wants to set up a new research forum.

In addition to double materiality, the 2021 Strategy contains in Part IV a proposal 
for the regulation of green bonds in the form of a directive, a commitment to work on 
the development of a social taxonomy, a social version of the already adopted green 
taxonomy (Action 2, Strategy for Financing the Transition to a Sustainable Economy), 
and a commitment to analyze further possible changes to the shareholder rights di-
rective (Part III, Strategy for Financing the Transition to a Sustainable Economy).

Conclusions

In conclusion, the Green Deal stands as a visionary and comprehensive strategy aimed 
at realizing carbon neutrality by the pivotal year of 2050. It not only underscores our 
commitment to addressing the urgent global climate crisis but also lays out a path 

36 US Securities and Exchange Commission, “SEC Staff Accounting Bulletin” 1999, no. 99 – Materiality 
(1999), https://www.sec.gov/interps/account/sab99.htm [accessed: 2023.06.21].
37 M. Täger, “Double materiality”: What is it and why does it matter?, Grantham Research Institute on 
Climate Change and the Environment, 2021, https://www.lse.ac.uk/granthaminstitute/news/double-
materiality-what-is-it-and-why-does-it-matter/ [accessed: 2023.06.22].
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toward a more sustainable and environmentally responsible future. A pivotal pillar 
within this endeavor is sustainable finance, which assumes a pivotal role in the realiza-
tion of the Green Deal’s multifaceted objectives.

Sustainable finance functions as the bridge between intent and impact, offering 
a mechanism to channel much-needed capital into environmentally conscious pro-
jects and businesses. It promotes Environmental, Social, and Governance (ESG) inte-
gration in investment decisions, thereby fostering a financial ecosystem that aligns 
with the principles of responsible and sustainable growth. Furthermore, it encourages 
transparency and disclosure, which, in turn, enhances accountability and trust in the fi-
nancial sector. Through the establishment of robust standards, sustainable finance not 
only streamlines investment processes but also ensures that sustainability is a non-
negotiable criterion.

However, the road to achieving the Green Deal’s ambitious objectives is not with-
out its hurdles. One of the prominent challenges is the paucity of reliable and consist-
ent data regarding environmental and social performance, which can hinder effective 
decision-making. Additionally, the lack of standardization in the sustainable finance 
landscape can lead to ambiguity and inconsistency in assessing ESG performance. 
A dearth of awareness among investors and corporations regarding the significance 
of sustainable finance poses another substantial challenge, limiting its potential im-
pact. Furthermore, the absence of comprehensive regulatory frameworks can create 
an environment where unsustainable practices persist unchecked.

Collaboration is key to surmounting these challenges and fulfilling the promise of 
the Green Deal. Policymakers, investors, corporations, and civil society must unite in 
a collective effort. Policymakers must work diligently to craft regulations and incentives 
that promote sustainable finance, foster data transparency, and align the financial sec-
tor with environmental goals. Investors and corporations must commit to integrating 
ESG considerations into their decision-making processes and embrace the principles 
of sustainability. Raising awareness about the importance of sustainable finance and 
its role in the Green Deal is a responsibility that falls on civil society’s shoulders.

In essence, achieving a sustainable and climate-neutral economy as envisioned in 
the Green Deal necessitates a concerted and cooperative effort. By addressing the chal-
lenges and working collaboratively, we can pave the way toward a future where eco-
nomic growth and environmental responsibility go hand in hand, ensuring a brighter 
and greener future for generations to come.
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Summary

Nela Křemečková, Sally Sanad Šreflová 

The Green Deal in the Context of Sustainable Finance

The paper focuses on the topic of the Green Deal in the context of sustainable finance. First, the 
thesis presents definitions of the terms that need to be understood in the field of sustainable 
finance. Among these concepts, we concentrate especially on green finance, the Green Deal 
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itself, and the related Green Deal Investment Plan, also referred to as the Sustainable Europe In-
vestment Plan, which is the investment pillar of the Green Deal. The Just Transition Mechanism, 
based on the Sustainable Europe Investment Plan, is also analyzed in the paper. We then focus 
on the EU Action Plan on Financing Sustainable Growth from 2018 and its 2021 revisions. The 
paper also deals with the sustainable finance objectives and their implementation achieved to 
date. The aim of the paper is to analyze the Green Deal in the context of sustainable finance. 
Finally, by conducting research, we were able to evaluate the hypothesis whether the Green 
Deal fulfills the stated intentions of sustainable finance. The research methodology of this paper 
includes the analysis, synthesis, and comparison of the available literature on the subject.

Keywords: Green Deal, sustainable finance, tax, green tax, European Union, Investment Plan, 
Action Plan, Just Transition Mechanism.

Streszczenie

Nela Křemečková, Sally Sanad Šreflová 

Zielony Ład w kontekście zrównoważonych finansów

Artykuł koncentruje się na tematyce Europejskiego Zielonego Ładu w kontekście zrównoważo-
nych finansów. W pierwszej kolejności przedstawiono definicje pojęć z obszaru zrównoważo-
nych finansów. W tym zakresie na szczególną uwagę zasługują terminy: zielone finanse, Euro-
pejski Zielony Ład oraz plan inwestycyjny na rzecz Europejskiego Zielonego Ładu (zwany także 
planem inwestycyjnym na rzecz zrównoważonej Europy), który jest filarem inwestycyjnym Euro-
pejskiego Zielonego Ładu. W opracowaniu przeanalizowano również mechanizm sprawiedliwej 
transformacji, który powstał na podstawie planu inwestycyjnego na rzecz zrównoważonej Euro-
py. Następnie autorki skupiły się na planie działania UE na rzecz finansowania zrównoważonego 
wzrostu z 2018 r. i jego rewizji z 2021 r. Celem artykułu jest analiza Europejskiego Zielonego 
Ładu w kontekście zrównoważonych finansów. Przeprowadzone badania pozwoliły zweryfiko-
wać hipotezę, że Europejski Zielony Ład spełnia założenia zrównoważonych finansów. Katalog 
metod badawczych wykorzystanych w pracy obejmuje analizę, syntezę i porównanie dostępnej 
literatury przedmiotu.

Słowa kluczowe: Europejski Zielony Ład, zrównoważone finanse, podatek, podatek ekologicz-
ny, Unia Europejska, plan inwestycyjny, plan działania, mechanizm sprawiedliwej transformacji.


