
 

EU defines green investments to boost sustainable
finance
 

To boost the shift towards eco-friendly investment the EU is introducing rules to define
what qualifies as green or sustainable activities.
 
During the June plenary session, MEPs approved a framework that determines which activities
can be considered sustainable. This establishes a common classification system across the EU,
provide business and investors with clarity, and encourages an increase in private sector
funding for the transition towards climate neutrality.
 
Parliament and Council negotiators reached a provisional agreement in December 2019.
Parliament’s economic affairs and environment committees backed the agreement on 28 May.
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https://www.europarl.europa.eu/news/en/press-room/20200615IPR81229/green-finance-parliament-adopts-criteria-for-sustainable-investments
https://www.europarl.europa.eu/news/en/headlines/priorities/climate-change/20190926STO62270/what-is-carbon-neutrality-and-how-can-it-be-achieved-by-2050
https://www.europarl.europa.eu/news/en/press-room/20191217IPR69202/climate-change-new-rules-agreed-to-determine-which-investments-are-green


Need for a common definition
 
Sustainable development requires the preservation of natural resources and respect for human
and social rights. Climate action is an important aspect, as the need to limit and mitigate the
effects of climate change becomes more and more urgent.
 
The EU is committed to gradually decreasing its greenhouse gas emissions. The European
Green Deal, the EU’s flagship initiative on climate action, sets a goal of zero net emissions by
2050.
 
To achieve the goal, the EU must invest in new technologies. The European Commission
estimates that Europe needs about €260 billion in extra investment every year over the next
decade.
 
Public investment will not suffice and private investors will have to step in to finance climate-
friendly projects. This requires clear criteria on what exactly is sustainable and eco-friendly;
otherwise, some funding might be directed to “greenwashing” projects that claim to be green,
but in reality are not.
 
Some EU countries have already started developing classification systems. Both companies
seeking funding and investors interested in supporting sustainable projects would benefit from
common EU standards.
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https://www.europarl.europa.eu/news/en/headlines/priorities/climate-change/20191121IPR67110/the-european-parliament-declares-climate-emergency
https://www.europarl.europa.eu/news/en/headlines/priorities/climate-change/20180305STO99003/reducing-carbon-emissions-eu-targets-and-measures
https://www.europarl.europa.eu/news/en/headlines/priorities/climate-change/20200109STO69927/europe-s-one-trillion-climate-finance-plan
https://www.europarl.europa.eu/news/en/headlines/priorities/climate-change/20200109STO69927/europe-s-one-trillion-climate-finance-plan
https://ec.europa.eu/info/sites/info/files/european-green-deal-communication_en.pdf
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Which economic activities qualify as sustainable
 
The taxonomy regulation sets six environmental objectives and states that an activity can be
considered environmentally sustainable if it contributes to any of them without significantly
harming any of the others.
 
The “do no harm” principle - which will be further defined by the European Commission -
ensures that an economic activity causing more damage to the environment than creating
benefits cannot be classified as sustainable. Environmentally sustainable activities should also
respect human and labour rights.
 
The environmental objectives are:
 

Climate  change  mitigation  (avoiding/reducing  greenhouse  gas  emissions  or
increasing  greenhouse  gas  removal) 
Climate change adaptation (reducing or preventing adverse impact on current or
expected future climate, or the risks of such adverse impact) 
Sustainable use and protection of water and marine resources 
Transition to a circular economy (focusing on the reuse and recycling of resources) 
Pollution prevention and control 
Protection and restoration of biodiversity and ecosystems
 

Financial market participants selling financial products and large companies with more than 500
employees will have to disclose how and to what extent their activities contribute to the
environmental objectives. If they don’t claim to be sustainable, this should be clearly stated.
 
Next steps
 
The European Commission will develop technical criteria for each objective.
 
These should be ready by the end of 2020 for climate change mitigation and adaptation. The
deadline is the end of 2021 for the other objectives. The rules will apply for each environmental
objective one year after the technical criteria have been established.
 
Further information
Procedure file
Briefing (April 2019)
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https://data.consilium.europa.eu/doc/document/ST-5639-2020-INIT/en/pdf
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2018/0178(COD)&l=en
http://www.europarl.europa.eu/RegData/etudes/BRIE/2019/635597/EPRS_BRI(2019)635597_EN.pdf

