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appears as a special regime of sustainable finance with targeted use of funds and enhanced reporting
and verification. International taxonomies, disclosure standards, and green bond principles provide
the infrastructure to limit greenwashing, while the gap between climate investment needs and actual
flows can be explained by the impact of legal environment characteristics on regulatory risk and cost
of capital. The Bangladesh and Indonesia case studies have shown that mandatory requirements with
clear goals and reporting encourage green assets, while fragmented norms hinder the transformation
of the financial sector. China and the United States of America demonstrated different models: a
comprehensive taxonomy and coordinated regulation against the decentralised regulatory architecture
of green banking. Ireland and Estonia illustrated how the implementation of European Union acts
and coordination of institutions increase certainty and transparency. The level of green financing is
concentrated: in 2021-2023, global flows amounted to approximately USD 1.3 trillion per year, and
more than 60% of green bond issuance is concentrated in jurisdictions with formalised taxonomies
and disclosure requirements. Ukraine combines an approach to European standards with significant
gaps, and the case of Ukrenergo’s green and sustainability-linked bonds demonstrates the clash
of well-thought-out regulatory design with high country risk. An agreed and predictable regulatory
framework is a necessary prerequisite for the development of green finance, but its impact is realised
only in conditions of institutional capacity and macroeconomic stability. The practical significance
of the results lies in the possibility of their use by authorities, regulators, and market participants in
improving the regulation of green investments

Keywords: legal architecture; legislative support; regulatory risk; taxonomy; environmental impact;
financial regulations; regulatory indicators

Introduction

The global environmental crisis and accumulat-
ed risks to health and the economy indicate the
inadequacy of traditional environmental meas-
ures. Under such conditions, the ability of finan-
cial systems to quickly redirect capital to green
projects becomes of key importance, which di-
rectly depends on the quality of the regulatory
framework. However, despite the proliferation
of green finance instruments, regulation in many
jurisdictions remains fragmented and most-
ly soft-law in nature, and the impact of certain
characteristics of the quality of legislation (pre-
dictability, consistency, transparency) on the
scale of green finance is considered as a deter-
mining factor in the development and expansion
of relevant flows in states with a transitional reg-
ulatory framework.

The study by M. Becker et al. (2022) found
that the introduction of sustainability labels un-
der the Sustainable Finance Disclosure Regula-
tion (SFDR) and the tightening of disclosure re-
quirements creates a clear signal for the market,
as a result of which funds covered by SFDR show
a higher Environmental, Social, Governance (ESG)
orientation compared to less “sustainable” alter-
natives. In response, investors are redistributing
capital: products with “stronger” regulatory label-
ling attract relatively larger inflows, while those
that are less transparent under SFDR standards
lose their competitive position. This means that
transparency and regulatory certainty (through
classification and disclosure) have a real impact
on the direction and scale of green finance flows,
rather than being merely a formality. A systematic
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review of green bonds conducted by U. Bhutta et
al. (2022) showed that the development of this
market is driven not only by investor demand,
but also by the availability of clear standardised
requirements for selection, fund management,
and information disclosure. The researchers con-
cluded that the characteristics of the regulatory
environment are essential factors for both issue
volumes and the real impact of green bonds on
achieving the sustainable development goals.
This approach directly points to the importance
of “quality” rules of the game for the functioning
of the green instruments market. The growth of
the green bond market, as shown in the study
by Y. Chen & Z. Zhao (2021), is accompanied by
conflicts between international standards and
national approaches. Differences in the definition
of green projects, classification of sectors and
reporting requirements create space for green-
washing (misleading about the green nature of
activities or investments by exaggerating or falsi-
fying their environmental impact) and reduce the
comparability of instruments between jurisdic-
tions. This means that the harmonisation of legal
and taxonomic criteria is a prerequisite for inves-
tor confidence in the global green bond market,
emphasising the importance of a consistent reg-
ulatory framework for scaling up green finance.
The study by B. Hutahayan et al. (2024) took
the discussion to the level of legal certainty: the
perception of green bonds by institutional inves-
tors depends significantly on the consistency of
legislation, the legitimacy of the regulator, the ex-
pected economic benefits, and the clearly defined
role of the state. The researchers showed that le-
gal uncertainty and conflicting regulations reduce
investors’ willingness to enter green instruments
and increase the requirements for returns as
compensation for regulatory risk, thereby direct-
ly linking the quality of the regulatory framework
to their behaviour. Analysis of disclosure regimes
in green finance was investigated by S. Steuer &

Law. Human. Environment. 2026. Vol. 17, No. 2

T. Troger (2022) and proved that legally binding
disclosure requirements serve the function of
“fine-tuning” capital flows. Linking disclosure to
taxonomies and standardised indicators reduces
information asymmetry and directs resources to
environmentally sustainable assets, provided that
the relevant rules are clear and stable, making re-
porting regulation a key element of the legal qual-
ity of the green finance architecture.

In theoretical terms, S. Eriksson (2024)
showed that for European markets for sustaina-
ble finance, law is not just a tool for implementing
policies, but a “central infrastructure” that deter-
mines the very configuration of the market. The
researcher outlined how taxonomy, disclosure re-
quirements, reporting standards, and supervisory
powers interact, and concluded that the tension
between ambitious climate goals and the need for
legal certainty for business and finance is one of
the main challenges of European regulation. The
quality and consistency of the legal framework is
seen as key to understanding the effectiveness of
sustainable/green finance. V. Briihl (2021), ana-
lysing the strategy, instruments, and regulation of
green finance in Europe, showed that the Europe-
an Union (EU) has built a complex multi-level sys-
tem of norms - from the taxonomy of sustainable
activity to bond standards and prudential require-
ments. The researcher found that this system, on
the one hand, reduces the risks of greenwashing
and improves market transparency, and on the
other hand, creates significant adaptation require-
ments for market participants and other jurisdic-
tions. The study served as a reference description
of the “high-quality” regulatory architecture that
developing countries are forced to relate to.

In the Ukrainian context, research by O. Che-
beryako & I. Leshchenko (2025) demonstrated
that green finance can become a tool for sustain-
able development and post-war reconstruction,
but its scaling is constrained by macroeconomic
instability, high country risk, and institutional
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weakness. Attracting significant amounts of green
capital is possible only if it approaches European
regulatory standards and strengthens institution-
al capacity, while the quality of legislation itself
is determined by them only in general. The legal
aspect of the same problem area was proposed by
0. Sushch (2024), who, analysing the legal regu-
lation of green investments, in particular green
bonds, found fragmentation of national regu-
lation, inconsistency of definitions, procedural
gaps, and limited reporting requirements. This
concretises legal uncertainties that undermine in-
vestor confidence, but are not yet systematically
linked to the broader theory of legislative quality,
which makes it necessary to further analyse the
Ukrainian regulatory framework.

Despite the existence of research on green fi-
nance, the theoretical and legal perspective remains
insufficiently developed, within which the proper-
ties of the regulatory environment (predictability,
consistency, stability, operationalisation of envi-
ronmental goals) would be considered as an inde-
pendent factor in the scale of green financial flows.
Therefore, the purpose of the study was to theoret-
ically substantiate the impact of predictable and
coordinated regulation of green investments on the
volume and configuration of environmentally ori-
ented financial flows in developing countries. The
hypothesis is that predictability and consistency of
the regulatory framework determines the scale of
green finance in developing countries. Accordingly,
the null hypothesis is that the level of consistency of
the regulatory framework has no significant impact
on the volume of green investments.

Materials and Methods

The study was based on a comprehensive ap-
proach combining content analysis, regulatory,
comparative law, structural functional, and sys-
tems analysis methods to develop a generalised
methodological framework for assessing the
quality of green finance legislation and its impact

on the development of green finance. The study
included 4 stages. At the first stage, the conceptu-
al and analytical method was used to conceptual-
ise the basic categories - “green finance” - “sus-

» o« » o«

tainable finance”, “green investments”, “quality of
legislation”, and “legal certainty” based on analyt-
ical reports of international organisations - Unit-
ed Nations (2022), International Monetary Fund
(Goel et al., 2022), United Nations Development
Programme (Chen, 2022). On this basis, an analyt-
ical model of the quality of legislation in the field
of green finance was theoretically constructed:
criteria for predictability and clarity, consistency,
stability, and coherence, operationalisation of en-
vironmental goals, transparency, and accountabil-
ity were formulated. These categories and criteria
were chosen because of their continued presence
in the scientific and political discourse on climate
investment, and the ability to directly link them to
specific legal parameters (taxonomies, disclosure
standards, stability, and certainty of norms).

At the second stage, a regulatory method
was applied to analyse the key international
framework for green and sustainable financ-
ing - mandatory EU direct-action regulations,
Regulation of the European Parliament and of
the Council No. 2020/852 (2020) and Regulation
of the European Parliament and of the Council
No. 2023/2631 (2023) and proposal / legislative
proposal of European Commission (2025) with
policy note Sustainable Finance Observatory
(Poindessault & Vilpoux, 2025). The framework
regional “soft law” document of the Association
of Southeast Asian Nations (ASEAN) Taxono-
my for Sustainable Finance (ASEAN Taxonomy
Board, 2021), the voluntary market principles of
industry self-regulation Green Bond Principles
(International Capital Market Association, n.d.)
and the basic standard for corporate reporting on
sustainable development International Financial
Reporting Standard S1: General Requirements
for Disclosure of Sustainability-related Financial
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Information (IFRS S1) (IFRS, n.d.). The choice of
these documents was conditioned by the fact that
they represent the main types of global regulato-
ry frameworks in the field of green / sustainable
finance (mandatory taxonomies and bond stand-
ards, regional flexible taxonomy, market princi-
ples of self-regulation and universal disclosure
standard), and simultaneously act as the main
reference points for emerging markets.

At the third stage, using the comparative legal,
structural and functional, and case method, the le-
gal architecture and results of green financing for
jurisdictions were analysed - Bangladesh (phased
implementation of the sustainable finance frame-
work), Indonesia (fragmentation of Corporate So-
cial Responsibility (CSR) and sustainable finance),
China (integrated green finance architecture), the
United States (green banking and net-zero financ-
ing principles), Ireland (national roadmap for sus-
tainable financing), and Estonia (implementation
of the EU taxonomy and the sustainable finance
roadmap). The choice of these cases was deter-
mined by maximising the variability of regulatory
models (from complex taxonomies to fragmented
regimes, the level of economic development (de-
veloping states, large markets, developed juris-
dictions), and the degree of approximation to the
European model of sustainable finance. For each
jurisdiction, separate types of sources were used -
specialised country progress report International
Finance Corporation (2023), official policy-docu-
ment of the US Department of Treasury (U.S. De-
partment of the Treasury, 2023) (USA) and analyt-
ical report of the European Commission (2023).
For each case, the following criteria were identi-
fied: key elements of legal quality (predictability
of classification, degree of consistency of norms,
stability of the regulatory course, institutional ca-
pacity of supervision), observed consequences for
the green finance market (structure and dynamics
of green instruments, diversification of areas, level
of regulatory risk).
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At the fourth stage, comparative legal and
regulatory analytical methods were applied
to investigate the national legal framework of
green financing of Ukraine. The analysis covered
the basic laws - Law of Ukraine No. 3480-1V
“On Capital Markets and Organised Commodity
Markets” (2006), and Law of Ukraine No. 448/96-
VR “On State Regulation of Capital Markets and
Organised Commodity Markets” (1996). In addi-
tion, the strategic/policy document (roadmap)
of the National Securities and Stock Market Com-
mission (NSSMC) Sustainable Finance Roadmap
2025-2030 (National Securities and Stock Market
Commission, 2025) and the analytical report of
the international financial organisation on green
finance and post-war reconstruction (Interna-
tional Finance Corporation, 2023) were also an-
alysed. The regulatory framework was assessed
by the clarity of the definition of green bonds and
projects, the presence or absence of a national tax-
onomy, the stability and predictability of changes,
the ratio of mandatory norms and “soft law”. To
confirm the hypothesis, the dashboards of the
international organisation Climate Bonds Initia-
tive (n.d.) and the flagship report Climate Policy
Initiative (Naran et al., 2025) were reviewed, as
these sources were the most representative for
estimating the volume of green debt and overall
climate financing in the global dimension. Their
analysis allowed comparing the dynamics and
geographical concentration of green capital flows
with the quality of the regulatory environment in
individual jurisdictions and empirically confirm-
ing the dependence of the scale of funding on the
predictability, consistency, and stability of envi-

ronmental legislation.

Results

Theoretical and legal foundations and inter-
national models of green financing. In the lit-
erature, “green finance” is understood as a set of
financial relationships, tools, and institutions that
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mobilise capital for environmentally sustainable
activities - decarbonisation, adaptation to climate
change, environmental protection, and resource
management (Chen, 2022). It covers, in particular,
renewable energy, energy efficiency, sustainable
infrastructure, and other green sectors (Goel et
al, 2022). The core of green financing consists
of green bonds and loans, sustainability-linked
bonds/loans, and specialised funds and platforms.
They are united by the targeted use of funds and
increased requirements for disclosing the envi-
ronmental effect, which distinguishes these tools
from traditional ones. The legal form (bond, loan,
share, etc.) generally remains unchanged, with
changes primarily affecting the regulatory regime
for admission, labelling, monitoring, and report-
ing (Regulation of the European Parliament and
of the Council No. 2020/852, 2020; Regulation
of the European Parliament and of the Council
No. 2023/2631, 2023). As a legal category, “green
investments” are objects of legal regulation for
which additional conditions are established in
comparison with “ordinary” investments: com-
pliance with the taxonomy of environmental sus-
tainability, the focus of funds on certain types of
activities, compliance with environmental and
non-financial reporting standards, the possibility
of external verification of the green status (Inter-
national Capital Market Association, n.d., ASEAN
Taxonomy Board, 2021). In legal terms, green fi-
nancing is not just the support of “environmen-
tally useful” projects, but a special regime for
regulating financial instruments that combines
financial and environmental goals and relies on
legally defined criteria and transparency stand-
ards (Smolenska, 2025).

The concept of sustainable finance is broad-
er; it means the integration of Environmental,
Social, and Governance (ESG) factors into finan-
cial flows and risk management systems (Chiu et
al, 2022). Green finance focuses primarily on
the environmental dimension, while sustainable

finance additionally covers social and manage-
rial aspects - human rights, working conditions,
anti-corruption standards, corporate governance
(Smolenska, 2025). Accordingly, green instru-
ments are a subset of sustainable finance. Regula-
tion of the European Parliament and of the Council
No.2020/852 (2020), formally dedicated to envi-
ronmentally sustainable activities, interacts with
other acts of sustainable finance - rules on infor-
mation disclosure, business model sustainability
management, and due diligence of climate risks.
The key role of law is to distinguish truly “green”
or “sustainable” tools from greenwashing - when
the illusion of environmental responsibility is cre-
ated without real changes in the asset structure
or business strategy (Goel et al., 2022). It is the
legal infrastructure of sustainable/green finance
(definitions, taxonomies, disclosure requirements
and supervisory powers) that allows separate
the “marketing” and real “greenness” of financial
products, without it, the transformational poten-
tial of sustainable finance is reduced to symbolic
practices (Smolenska, 2025).

Green and sustainable finance are directly
related to public policy in the field of environ-
ment and climate. States’ international com-
mitments are embodied in national energy
transition strategies, climate doctrines, and envi-
ronmental programmes (United Nations, 2022).
However, the predominantly programmatic na-
ture of these documents does not guarantee the
redirection of financial flows to green sectors.
The United Nations (UN) and the International
Monetary Fund (IMF) record a significant “finan-
cial gap” between available and required invest-
ments, especially in developing countries (United
Nations, 2022). One of the key reasons is a weak
or unformed financial and legal architecture, the
quality of which should be described through ba-
sic criteria - predictability, consistency, stability,
and operationalisation of environmental goals in
regulatory requirements (Table 1).
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Table 1. Criteria for the quality of green finance legislation

Criteria Legal content Standard regulatory indicators
The rules allow investors to assess the scope Clear definitions of green instruments
Predictability and | of rights and obligations in advance, do not and activities; specified conditions for
clarity contain internal contradictions, and are admission of instruments to the market;
formulated unambiguously understandable reporting requirements
Legislation on capital markets, banking, No conflicts between environmental goals
Consistenc budget, and environmental law do not and financial regulations; references to the
y conflict with each other and reflect a same taxonomies and reporting standards in
common logic for regulating green finance different acts
Norms do not change chaotically, changes . - .
. . S - Vacatio legis, implementation roadmaps,
Stability and are predictable in time and are accompanied . - )
. . . . public consultations with the market;
consistency by transition periods and official P »
. absence of frequent regulatory “zigzags
explanations
. L . . Taxonomies of sustainable activities; lists
Operationalisation General climate and environmental goals L
. . i S of acceptable green activities; mandatory
of environmental | are translated into specific legal criteria for )
. standards for environmental and non-
goals projects and tools . . .
financial reporting
The legislation ensures the availability of Requirements for disclosure O.f information
Transparency and . . on the use of funds and environmental
. information about the greenness of tools . S
accountability s impact; external verification of the green
and the possibility of external control .
status; supervisory powers of the regulator

Source: compiled by the author based on 1. Chiu et al. (2022), International Finance Corporation (2023), G. Farrelly et
al. (2024), L. Mjadu (2025), G. Kurunczi (2025), D. Astari et al. (2025), D. Hu & C. Gan (2025), E. Jawadi et al. (2025), A.

Smoleniska (2025)

In the legal doctrine, the “quality of legis-
lation” is described as a set of characteristics:
clarity of norms, their internal consistency and
hierarchical order, absence of conflicts and gaps,
accessibility to addressees, predictability and rel-
ative stability of regulation over time. A high-qual-
ity law is when it not only formally operates, but
also really orients the behaviour of citizens, busi-
nesses, and investors. These requirements apply
to both the text of the act and the rule-making
procedure: transparency of preparation, partici-
pation of interested parties, proper justification,
assessment of regulatory impact, reasonable va-
catio legis (reasonable time between publication
and entry into force), and the predictability of
further changes. The lack of quality of the process
leads to a lack of quality of the law, the require-
ments of clarity, consistency, and stability at the
same time concretise the principle of the rule of
law, which provides for accessible and predict-
able norms. Regulation of the European Parlia-
ment and of the Council No. 2020/852 (2020)

Law. Human. Environment. 2026. Vol. 17, No. 2

demonstrates a high level of compliance with
predictability and clarity by establishing com-
prehensive “technical screening criteria”. This
provides investors with algorithmic clarity: activ-
ities qualify as environmentally sustainable only
if specific quantitative indicators are met. Law
of Ukraine No. 3480-1V (2006) is characterised
mainly by framework regulation. Article 8-1 of
the Law contains blanket provisions that refer to
subordinate acts of the regulator, which reduces
the level of legal certainty for market participants
and creates risks of ambiguous interpretation of
the terms of issue. According to the criterion of
consistency, European legislation is distinguished
by end-to-end integration: the definition of Reg-
ulation of the European Parliament and of the
Council No. 2020/852 (2020) is the regulatory
framework for Regulation of the European Parlia-
ment and of the Council No. 2023/2631 (2023).
This creates a single ecosystem where issuers use
unified standards. In the case of Ukraine, there
is a certain regulatory disparity. Law of Ukraine
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No. 3480-IV (2006) on green instruments is cur-
rently insufficiently synchronised with tax and
budget legislation, which makes it difficult to create
comprehensive incentives for green investment.

Based on the criterion of operationalisa-
tion of environmental goals, the most signif-
icant difference was identified. Regulation of
the European Parliament and of the Council
No. 2020/852 (2020) translates abstract climate
goals into mandatory legal requirements through
the Delegated Acts mechanism (for example,
setting limits on carbon dioxide emissions). In
Ukrainian legislation, environmental goals are
operationalised at the level of qualitative descrip-
tions of acceptable projects (use of processes),
but there is no strict regulatory binding to quan-
titative indicators of the environmental effect,
which is a characteristic feature of emerging mar-
kets. The transparency and accountability criteria
in both systems show a high quality of regulation.
Law of Ukraine No. 3480-1V (2006) imperatively
establishes the requirement for disclosure of in-
formation about the use of funds and the manda-
tory external verification (second party opinion),
which complies with GBP principles. Regulation
of the European Parliament and of the Council
No. 2020/852 (2020) expands this approach by
requiring companies to disclose the share of cap-
ital and operating expenses associated with sus-
tainable operations, providing a deeper level of
accountability. Regulation of the European Parlia-
ment and of the Council No. 2020/852 (2020) is a
standard of consistency and operationalisation of
norms, while Ukrainian legislation, while ensur-
ing an appropriate level of transparency, requires
further detailing of the legal content of concepts
to minimise regulatory risks.

Legal certainty as a key element of the rule of
law encompasses the clarity and accessibility of
norms, the predictability of their application, and
the stability of expectations - the inadmissibility of
arbitrary, frequent, or retrospective rule changes

(Kurunczi, 2025). In the field of investment and
finance, this is critical, since decisions are made
on a long-term horizon. The investor assesses le-
gal certainty by the sequence of legislative chang-
es, stability of tax, licensing, and supervision re-
gimes, transparency of procedures for registering
instruments (in particular green bonds), market
access and disclosure, and the absence of the
practice of sudden reforms with minimal tran-
sition periods (Astari et al, 2025). Fragmentary
and inconsistent norms in the field of sustainable
finance and corporate social responsibility lead
to the fact that formally there are responsibilities,
but there are not enough sanctions, standardised
reporting requirements, and effective monitoring
(Astari et al., 2025). For the investor, this means
increased regulatory risk - the probability of sig-
nificant changes in legislation, new interpreta-
tions of norms or inconsistent judicial practice,
which is traditionally higher in developing coun-
tries and directly affects the cost of capital and fi-
nancing conditions, including green projects (Hu
& Gan, 2025). Therefore, ensuring legal certainty
in the field of green financing is both a matter of
legal technology and a condition for financial sta-
bility and investment attractiveness.

The regulatory approach focuses not so much
on empirical indicators of the volume of green fi-
nancing, but on the structure, content, and logic
of the legal norms that regulate it: the definitions
used, green criteria, procedural requirements
for issuers and investors, the organisation of su-
pervision and responsibility (Mjadu, 2025). Law
is considered as a constitutive element of the fi-
nancial market: it is the legal constructions of
sustainable financing instruments that determine
whether they will contribute to the real redirec-
tion of capital to environmentally sustainable ac-
tivities, or remain a purely communication sign
(Smolenska, 2025). In the field of public admin-
istration, high-quality legislation acts as a tool for
implementing public policy, and not just “serving”

Law. Human. Environment. 2026. Vol. 17, No. 2
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the market: by establishing rules for green financ-
ing and coordinating them with other sectoral
policies (energy, transport, urban development),
the state influences the readiness of private and
institutional investors to finance the transition to
a low-carbon economy (Chiu et al., 2022).

The legal architecture of green finance in
the EU is often considered in the literature as
one of the most institutionally developed regu-
latory approaches aimed at both developed and
developing states (Smoleniska, 2025). Regulation
of the European Parliament and of the Coun-
cil No. 2020/852 (2020) creates a high level of
certainty through a clear classification logic:
“significant contribution” to at least one environ-
mental goal, the principle of “do no significant
harm”, minimum social guarantees and detailed
technical criteria. The taxonomy structure is
constructed as a hierarchical system of catego-
ries (goals - activities - performance criteria),
which provides a high level of clarity and inter-
nal logical ordering. This reduces the scope for
discretion in classifying projects as green and,
accordingly, the risks of greenwashing. For inves-
tors, this structure creates a predictable frame-
work: it is possible to assess whether a specific
project meets the requirements of the taxonomy
and, therefore, whether it will be perceived by
the market as “sustainable” (Mjadu, 2025). Reg-
ulation of the European Parliament and of the
Council No. 2023/2631 (2023) introduces the EU
Green Bond Standard and increases predictabili-
ty by setting a minimum taxonomic compliance
threshold (85%), revenue management require-
ments, disclosure, and external verification. To-
gether, these acts form a consistent and predict-
able regime: it is determined which activities can
be financed as green, what data the issuer should
disclose, and how to attract external verifiers.
From the standpoint of the study hypothesis,
such regulatory transparency and stability can
reduce regulatory risk and potentially contribute

Law. Human. Environment. 2026. Vol. 17, No. 2

to the scaling of green debt instruments in the EU
(Smoleniska, 2025).

ASEAN Taxonomy for Sustainable Finance
(ASEAN Taxonomy Board, 2021) is designed as
a common framework for Southeast Asian states
and provides certainty at the level of a common
framework, while consciously laying down phas-
ing and different levels of application depending
on data availability and institutional capacity.
Unlike the rigidly codified European model, the
ASEAN taxonomy is focused on flexibility and al-
lows for transitional activities that are considered
necessary for a realistic energy transition (ASE-
AN Taxonomy Board, 2021). A classic example of
“soft law” in the field of green finance is the Green
Bond Principles (GBP) of the International Capital
Market Association (n.d.). GBP are not mandatory,
but their four main blocks (targeted use of funds,
project evaluation and selection process, revenue
management, reporting) have de facto become
the market standard. In jurisdictions without
specific legislation, GBP compliance creates mini-
mum expectations for transparency and predicta-
bility for investors.

The global framework for information dis-
closure is provided by the IFRS S1 standard
(IFRS, n.d.), adopted by the International Coun-
cil for Sustainable Development Standards. The
standard sets out a single baseline level of disclo-
sure for companies that apply International Fi-
nancial Reporting Standards (IFRS), covering sig-
nificant risks and opportunities associated with
sustainable development. It is not purely “envi-
ronmental”, but requires systematic integration of
ESG factors into corporate reporting (IFRS, n.d.).
From the investor perspective, it is important
that ASEAN Taxonomy, GBP and IFRS S1 togeth-
er form a network of complementary standards:
taxonomy determines what is considered green;
GBP sets procedural requirements for struc-
turing, issuing, and administering green bonds;
IFRS S1 sets what information about risks and
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opportunities for sustainable development a
company should disclose.

Regulation of the European Parliament and
of the Council No. 2020/852 (2020) and Regula-
tion of the European Parliament and of the Coun-
cil No. 2023/2631 (2023) demonstrate internal
consistency: the Green Bond Standard directly
“links” the criteria for targeted use of funds to the
taxonomic classification, building a single logic
“definition — financing — disclosure/verification”.
ASEAN Taxonomy, GBP, and IFRS S1 are compat-
ible at the function level (classification/release
process/basic disclosure), but their consisten-
cy with each other is more practical and volun-
tary than legally “stitched” into a single regime.
EU regulations, as acts of direct action, set the
highest formal stability of the rules. The trend
towards regulatory “simplification” may also af-
fect the consistency of approaches: the Digital
Omnibus Regulation Proposal (European Com-
mission, 2025) is positioned by the European
Commission as a package of technical changes to
a significant body of digital legislation aimed at
providing “immediate relief” for businesses and
increasing competitiveness. In terms of sustain-
able finance, a similar logic can be traced in the
“omnibus” approach to taxonomy: an analytical
note from the Sustainable Finance Observatory
(Poindessault & Vilpoux, 2025) notes that the
package includes a review of delegated taxono-
my acts (“Climate”, “Environment”, “Disclosures”),
which can potentially narrow the perimeter and
detail of taxonomic disclosure. This, in turn, can
affect the comparability of data for oversight and
investors and increase the risks of reducing the
controllability of “sustainable” statements.

The high level of operationalisation of envi-
ronmental objectives is demonstrated by Regula-
tion of the European Parliament and of the Council
No. 2020/852 (2020), as it translates them into a
set of measurable technical criteria and compliance
conditions. Regulation of the European Parliament

and of the Council No. 2023/2631 (2023) spec-
ifies the application of these goals at the level
of a financial instrument, establishing rules for
allocating funds, managing revenues, and con-
firming compliance with the requirements of
the standard. ASEAN Taxonomy also provides
for operationalisation, but allows for transition-
al activities and different levels of classification,
which increases its adaptability for economies
with different institutional capacities, but makes
the approach less strictly unified. Green Bond
Principles (GBP) implement environmental goals
procedurally (through issue and reporting or-
ganisation requirements), but do not set uniform
technical thresholds. IFRS S1 operationalises the
sustainability component as a requirement for
disclosure of risks and opportunities associated
with sustainable development, rather than as cri-
teria for the “environmental sustainability” of a
particular activity.

In terms of transparency and accountabili-
ty, Regulation of the European Parliament and of
the Council No. 2023/2631 (2023) sets out the
most detailed instruments for issuers: pre- and
post-issue disclosure, revenue management rules,
and mandatory external verification. Regulation
of the European Parliament and of the Council
No. 2020/852 (2020) enhances transparency
through unified criteria for classifying activities
as environmentally sustainable. GBP support
transparency as a market standard (reporting
and transparent project selection process), but
without a legal enforcement mechanism. IFRS S1
provides transparency at the corporate reporting
level, unifying the basic level of disclosure of fi-
nancial information to users.

For developing countries, the EU model is
useful as a reference for “maximum regulatory
certainty”: the taxonomy provides detailed cri-
teria for environmental sustainability Regulation
of the European Parliament and of the Coun-
cil No. 2020/852 (2020), and the Green Bond
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Standard - clear requirements for EU green Bond
labelling and parameters for the use of funds and
disclosure (Regulation of the European Parlia-
ment and of the Council No. 2023/2631, 2023).
The ASEAN Taxonomy demonstrates a design
that maintains certainty at the framework level,
but allows for phasing and variability of applica-
tion depending on data and capabilities, which
is critical for jurisdictions with uneven quality
of statistics and supervision (ASEAN Taxonomy
Board, 2021). GBP can serve as the “minimum”
standard for a clear issue procedure where spe-
cial regulation is still being formed (International
Capital Market Association, n.d.), and IFRS S1 -
the role of a basic benchmark for the clarity of
requirements specifically for sustainability-dis-
closure (IFRS, n.d.). The key difference for de-
veloping countries is whether the instruments
form a single linked system: in the EU, the green
bond standard is built in the direct logic of tax-
onomy (Regulation of the European Parliament
and of the Council No. 2020/852, 2020; Reg-
ulation of the European Parliament and of the
Council No. 2023/2631, 2023), which reduc-
es the risk of fragmented rules and contradic-
tions. In the “combined” model (ASEAN Taxono-
my + GBP +IFRS S1), consistency is achieved not
automatically, but through the way the national
regulator “stitches” classification, funding rules
and disclosure requirements, and it is this ele-
ment of integration that determines the institu-
tional quality of the regime.

For developing jurisdictions, the stability of
rulesisafactor ofinvestor confidence, butitis nec-
essary to maintain the possibility of updates with-
out “regulatory leaps”. EU regulations set a high
level of formal stability as binding acts of direct
action (Regulation of the European Parliament
and of the Council No. 2020/852, 2020; Regula-
tion of the European Parliament and of the Coun-
cil No. 2023/2631, 2023), however, when imple-
menting foreign models, it should be considered
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that technical parameters can be clarified and
revised. Therefore, step-by-step approaches (as
in ASEAN Taxonomy) are often more suitable for
consistent implementation with limited institu-
tional capacity (Goel et al, 2022). In the broad-
er context of batch regulation updates, the logic
of omnibus revisions in the EU emphasises that
even mature modes can adapt to the pressure of
simplification, which must be considered when
copying models for a long time (Poindessault &
Vilpoux, 2025). The most technically operational-
ised regulation for transfer to national law is the
Regulation of the European Parliament and of the
Council No.2020/852 (2020), as translates politi-
cal objectives into compliance criteria. Regulation
of the European Parliament and of the Council
No. 2023/2631 (2023) shows operationalisation
at the level of a financial instrument (rules for
allocating funds, disclosure, verification). ASEAN
Taxonomy offers operationalisation that is com-
patible with the realities of economic transfor-
mation, including transition activities and a level
approach (ASEAN Taxonomy Board, 2021). GBP,
in turn, operationalise green through procedures
(selection, management of proceeds, reporting),
which makes them suitable as a temporary basis
for market practice (International Capital Mar-
ket Association, n.d.). IFRS S1 operationalises
sustainability as a risk/opportunity disclosure
requirement that is important for access to cap-
ital, but does not replace taxonomic performance
criteria (IFRS, n.d.).

For developing countries, the practical ques-
tion is what transparency mechanisms are actu-
ally implemented without overloading the mar-
ket. Regulation of the European Parliament and
of the Council No. 2023/2631 (2023) lays down
the strictest outline of accountability through dis-
closure and mandatory external scrutiny, where-
as Regulation of the European Parliament and
of the Council No. 2020/852 (2020) increases
transparency through unified criteria for defining
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“sustainability”. However, with a weaker inde-
pendent verification infrastructure, countries of-
ten start with GBP as the minimum standard for
market transparency (International Capital Mar-
ket Association, n.d.) and simultaneously increase
corporate disclosure through the introduction of
approaches compatible with IFRS S1 (IFRS, n.d.).
As a result, it is the design of disclosure require-
ments and their verification practices that are
central to investor confidence and reducing the
risks of green labelling without proper confirma-
tion (Goel et al., 2022). International reports em-
phasise that in developing countries, the need for
green financing is the most acute, and access to
resources is the most limited. Among the reasons
are weak institutions, fragmentation of the regu-
latory framework, and high regulatory risk, which
makes investments more expensive or not attrac-
tive to private capital at all. Developing countries
face barriers: underdeveloped market infrastruc-
ture, poor data quality, lack of agreed disclosure
standards, and limited ability of regulators to
monitor new tools. A clear and consistent regula-
tory framework is a key prerequisite for expand-
ing sustainable financing in these jurisdictions.
Quality of legislation and the scale of
green investment in the world and Ukraine.
In view of the selected criteria for the quality of
legislation and the review of international regula-
tory frameworks, it is advisable to refer to specific
jurisdictions (Bangladesh, China, USA, Indonesia,
Ireland, and Estonia) in which these approaches
have been applied. Bangladesh demonstrates in-
creased predictability through the phased intro-
duction of a sustainable finance framework with
clearer categories of “green/sustainable” assets
and regular reporting, which reduces legal uncer-
tainty for financial institutions (International Fi-
nance Corporation, 2023). China provides a high
level of certainty through detailed taxonomic cat-
alogues of green and transitional activities that set
clear rules for lending and the debt instruments

market (Yue & Nedopol, 2025). Indonesia, on the
contrary, is characterised by a lack of legal cer-
tainty: the conflict and fragmentation of CSR and
sustainable finance norms complicate their prac-
tical application and stimulate formal compli-
ance (Astari et al., 2025). The US has a relatively
clear framework in the green banks and GHGRF
segment, but the overall regulatory landscape
is fragmented, which limits the predictability of
long-term conditions for investors (Buehler et
al., 2023). Ireland and Estonia are strengthening
clarity through roadmaps and an action plan with
time benchmarks that help translate EU require-
ments into national market instruments and prac-
tices (Farrelly et al.,, 2024).

High consistency is evident where classifi-
cation, funding tools, disclosure, and oversight
form a single logic. China demonstrates consist-
ency through harmonisation of banking regu-
lation, capital market, and climate policies that
support the development of both green credit
and the green/transition bond market (Yue &
Nedopol, 2025). Ireland is strengthening coher-
ence through institutional coordination (Interna-
tional Sustainable Finance Centre of Excellence
(ISFCOE)) and integrating sustainable finance and
climate risks into strategy and oversight practices
(Farrelly et al., 2024). Estonia builds coherence
through an implementation mechanism (gap analy-
sis, pilots, market consultations) and linking finan-
cial policies to national climate goals (European
Commission, 2023). Bangladesh demonstrates
practical coherence through a gradual increase
in banking and reporting requirements (Interna-
tional Finance Corporation, 2023). But Indonesia
is characterised by duplication and dispersion
of requirements between different acts, which
reduces the consistency of the regime (Astari et
al, 2025). The US combines consistency within
individual programmes (green banks/GHGRF)
with the overall fragmentation of the regulato-
ry architecture and the dominance of “soft law”,
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which weakens the unified regulatory logic (U.S.
Department of the Treasury, 2023).

Bangladesh is characterised by a consistent
trajectory of transition from voluntary approach-
es to a more mandatory framework, which cre-
ates a predictable logic of change for financial
institutions and promotes the development of
green portfolios (International Finance Corpora-
tion, 2023). China demonstrates stability through
a long-term strategic course to decarbonise and
maintain institutional green finance architec-
ture (Yue & Nedopol, 2025). Ireland and Esto-
nia ensure consistency through roadmaps and
mechanisms for implementing EU requirements,
combining regulatory changes with increasing
data quality and market participant competen-
cies (Farrelly et al., 2024). The US shows a mixed
picture: more stable instruments in green bank-
ing co-exist with increased politicisation and the
risk of changing approaches in a broader archi-
tecture that increases regulatory risk (Buehler et
al., 2023). Indonesia shows that in the absence
of a holistic logic and a stable regulatory “frame-
work”, compliance with requirements can be re-
duced to formal practices (Astari et al., 2025).

In Bangladesh, operationalisation manifests
itself through quantitative benchmarks, over-
sight tools, and regular reporting that translate
overall sustainable finance goals into measurable
expectations for banks (International Finance
Corporation, 2023). China is implementing envi-
ronmental goals through taxonomic catalogues
and developing market instruments (green and
transition bonds, speciality products), making
“greenness” applicable in lending and the cap-
ital market (Yue & Nedopol, 2025). The United
States operates targets primarily through a soft-
ware-tool approach (green banks/GHGRF) and
net-zero funding frameworks, but without a sin-
gle system-wide taxonomy (U.S. Department of
the Treasury, 2023). Ireland and Estonia are im-
plementing goals through roadmaps, integrating
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climate risks into surveillance and improving
data quality, creating prerequisites for practical
implementation of EU requirements (Farrelly et
al.,, 2024). Indonesia shows weaker operational-
isation due to the conflict of laws and fragmenta-
tion of norms, which contributes to “execution by
form” rather than by result (Astari et al., 2025).

Bangladesh is characterised by regular re-
porting and supervisory expectations, which re-
duce information uncertainty and create a more
transparent environment for financial institu-
tions (International Finance Corporation, 2023).
China increases transparency through the devel-
opment of a regulatory framework and a market
for green/transition instruments, which increas-
es comparability and reduces information asym-
metry for investors (Yue & Nedopol, 2025). The
United States demonstrates high efficiency in cap-
ital mobilisation under individual programmes,
but the overall fragmentation of standards and
politicised regulatory environment complicate
long-term predictability and comparability of
approaches (Buehler et al, 2023). Ireland and
Estonia are strengthening transparency through
the implementation of EU approaches, the devel-
opment of data, and institutional coordination
and oversight mechanisms (European Commis-
sion, 2023). Instead, Indonesia demonstrates
that fragmentary and conflicting norms weaken
real accountability and encourage compliance
formalism instead of transparent disclosure and
control (Astari et al., 2025). Case studies show
that the combination of clear rules, coherent ar-
chitecture, consistency of implementation, and
transparency/accountability mechanisms creates
institutional prerequisites for scaling up green fi-
nance. But the fragmentation and conflict of laws
of regulation increases legal and informational
uncertainty and contributes to the formal imple-
mentation of requirements.

Basic legal certainty in Ukraine is provided
by the fact that the institution of green bonds is
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directly consolidated in the legislation on Capital
Markets (Article 18) as a debt instrument with
targeted use of funds for environmental projects
and requirements for the issuer’s reporting (Law
of Ukraine No. 3480-1V, 2006). Institutional cer-
tainty is enhanced by the presence of a regulator
with a mandate to monitor and detail require-
ments (NSSMC) (Law of Ukraine No. 448/96-
VR, 1996). In practical terms, the clarity of the
regime is limited by the fact that the classifica-
tion criteria for “greenness” remain insufficiently
standardised, which was outlined in the diagnosis
of UNDP (Chen, 2022). The architecture is gradu-
ally being formed as a multi-level one: the legis-
lative consolidation of the tool is combined with
strategic planning of further steps in the devel-
opment of the regime. In particular, the National
Securities and Stock Market Commission (2025)
sets the integration logic (implementation of EU
acts, development of a national taxonomy, de-
velopment of instruments and strengthening of
non-financial disclosure), which can potentially
“stitch” market instruments with disclosure re-
quirements and regulatory practices. A limitation
of coherence is that some of the key components
of this regime are still in the design stage, and not
completed regulatory integration. The stability of
the basic framework is ensured by the existence of
legislative regulation of Ukraine and a certain su-
pervisor, and consistency is ensured by the exist-
ence of medium-term reform roadmaps (National
Securities and Stock Market Commission, 2025).
Actual predictability for investors depends sig-
nificantly on macroeconomic and military risks:
scaling up private investment in green recon-
struction requires not only rules that are compat-
ible with EU practices, but also effective oversight
institutions and a more sustainable environment
(International Finance Corporation, 2023).

At the instrumental level, environmental goals
are partially operationalised through a green debt
instrument (targeted use of funds + reporting)

(Verkhovna Rada of Ukraine, 2024). However, at
the level of activity classification, operationali-
sation is limited by the lack of a national taxono-
my and unified criteria for green projects, which
makes it difficult to apply the standards equally
in practice (Chen, 2022). That is why harmonisa-
tion with EU approaches is seen as a path to more
measurable criteria and procedures (National
Securities and Stock Market Commission, 2025).
The current regime of Ukraine contains basic re-
quirements for the issuer’s financial statements
and general rules of disclosure on the capital mar-
ket (Law of Ukraine No. 3480-1V, 2006). UNDP di-
agnostics points to weak post-issue reporting and
fragmented bylaws as key gaps that reduce the
effectiveness of accountability (Chen, 2022). As
an additional guideline for improving the quali-
ty of corporate disclosure, IFRS S1 is considered,
which sets the structure of sustainability-related
disclosure (IFRS, n.d.).

A comparison of Bangladesh, Indonesia, and
Ukraine shows three different stages in the de-
velopment of a regulatory framework for green
finance in developing countries. Bangladesh
demonstrates a more advanced stage of insti-
tutional certainty as the regulatory framework
combines classification benchmarks, quantitative
parameters, and regular reporting, reducing un-
certainty for banks (International Finance Cor-
poration, 2023). Indonesia, in the context of the
interaction of sustainable finance with related
regulatory requirements (in particular CSR) fac-
es the problem of legal certainty, when the mul-
tiplicity and heterogeneity of requirements make
it difficult to apply equally (Astari et al.,, 2025).
Ukraine has basic formal certainty due to the ex-
istence of legal norms regarding instruments, but
the practical clarity of the regime is limited by the
lack of a national taxonomy and the dominance of
recommendation approaches in a number of com-
ponents (National Securities and Stock Market
Commission, 2025). In Bangladesh, consistency is
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evident in the fact that classification benchmarks,
monitoring, and reporting are integrated into
banking practices as part of a single logic of regu-
latory expectations (International Finance Corpo-
ration, 2023). Indonesia demonstrates the risk of
“stratification” of the regime: sustainable finance
requirements can exist alongside CSR obligations
without a sufficiently clear system logic, which
reduces consistency and encourages compliance
formalism (Astari et al., 2025). Ukraine is charac-
terised by the emergence of an integration frame-
work at the level of strategies and roadmaps, but
the regulatory “cross-linking” between classifica-
tion, financing instruments, and disclosure is still
in the process of development (National Securi-
ties and Stock Market Commission, 2025).
Bangladesh illustrates a consistent shift from
softer approaches to a more structured regime
that creates a predictable trajectory of change
for the market (International Finance Corpora-
tion, 2023). For Indonesia, the key challenge lies
notso much in the lack of norms, butin their inter-
nal consistency and predictability of application
in related areas, which affects the consistency of
implementation (Astari et al, 2025). In Ukraine,
strategic documents set a medium-term sequence
of reforms, but macroeconomic and military risks
significantly limit the stability of the institution-
al environment and increase the risk perceived
by investors (International Finance Corpora-
tion, 2023). In Bangladesh, operationalisation is
achieved through a combination of quantitative
benchmarks and monitoring tools, making reg-
ulatory expectations applicable to banks (Inter-
national Finance Corporation, 2023). Indonesia
demonstrates that with regulatory fragmentation,
operationalisation can remain formal: rules exist,
but do not always translate into a real transfor-
mation of financial practices (Astari et al., 2025).
Ukraine is partially operationalising environ-
mental goals through the legal consolidation of
green bonds and reform roadmaps, but the lack of
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taxonomy makes it difficult to standardise the iden-
tification of “green” activities and, accordingly, to
fully operationalise the regime (Chen, 2022). Bang-
ladesh increases transparency through regular re-
porting and supervisory expectations, which reduc-
es information asymmetry for the regulator and the
market (International Finance Corporation, 2023).
Indonesia demonstrates the risk of “form-based”
accountability, where heterogeneous requirements
contribute to minimising effort instead of trans-
parent comparable practices (Astari et al, 2025).
Ukraine has basic elements of transparency at the
level of instrument requirements and a strategic
course to strengthen disclosure, but the effective-
ness of accountability depends on the transition
from soft law to more formalised requirements
and on increasing the institutional capacity of su-
pervision (National Securities and Stock Market
Commission, 2025). Comparison of the three cases
allows interpreting Bangladesh as an example of a
relatively “mature” regime with clearer operation-
alisation and accountability, Ukraine as an emerg-
ing regime with an existing strategic vector of har-
monisation, but with a lack of taxonomic certainty
and high external risks, and Indonesia as a case
where the key barrier is internal fragmentation and
conflict of laws of related norms, which reduces
regulatory efficiency.

According to the Climate Policy Initiative
(Naran et al.,, 2025), the average annual amount
of global climate funding in 2021-2023 was ap-
proximately USD 1.3 trillion, while a significant
part of these flows was concentrated in jurisdic-
tions with high predictability and stable regulato-
ry environments, in particular in the EU (~25%),
China (~30%), and the United States (US> 10%).
Climate Bonds Initiative, (n.d.) shows that more
than 60% of global green bond issues come from
jurisdictions with formalised taxonomies of envi-
ronmentally sustainable assets and clear disclo-
sure requirements. This concentration of funding
indicates a close relationship between regulatory
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quality and attracted investments. Predictability
and clarity of legislation are key: investors prefer
markets with clear rules of the game that allow
them to assess risks in advance. Consistency be-
tween environmental, financial, and corporate
norms reduces transaction costs and promotes
capital scaling through standards recognised by
global market participants. Stability and consist-
ency of the legal environment support long-term
investments: countries with changes in regula-
tory policies show higher volatility of financial
flows, while stable regimes provide a cumulative
effect. The operationalisation of environmental
goals through taxonomy mechanisms and re-
porting standards facilitates the integration of
green projects into financial portfolios, increas-
ing their attractiveness to investors, although in
itself, without predictability and consistency, is
not a sufficient condition for large-scale issuance.
Transparency and accountability, post-issue re-
porting requirements, and external verification
support market confidence, but their impact on
funding volumes is derived from the overall quali-
ty of the legal regime. Green funding is growing in
a high-quality regulatory environment, and pre-
dictability, clarity, and consistency of legislative
norms are the most important criteria for raising
capital, while transparency and accountability
play a supporting role. Thus, the null hypothesis
that there is no influence of the consistency of
the regulatory framework on the level of green
investment is not confirmed. On the contrary, the
lower the predictability and consistency of envi-
ronmental legislation, the lower the amount of
green funding raised.

Discussion

The results of the study showed that the quality
of the regulatory framework for green finance
in developing countries not only directly affects
the scale of green flows, but also determines how
much these flows translate into real progress in

achieving environmental and climate goals. This
is consistent with the study by X. Sun et al. (2025),
who, using the example of 46 countries, found
that green finance is positively correlated with
indicators of sustainable development, but the
strength of this link increases significantly with
the highest institutional quality. The research-
ers concluded that the institutional environment
serves as an “enhancer” of the green finance ef-
fect, without which even significant amounts of
green investment give limited results. Predicta-
bility, coherence, and stability of legislation are
seen as a prerequisite for green capital to truly
contribute to the transition to an environmentally
sustainable development model, and not remain a
purely financial marker.

The results of the study showed that frag-
mented and unstable legal regulation of green
finance increases regulatory risk and reduces
investor confidence, which is noticeable in devel-
oping countries. Similar conclusions were drawn
by M. Citil et al. (2023), who found that green fi-
nance and high institutional quality contribute to
improved air quality, while weak institutions and
regulatory uncertainty offset the environmen-
tal impact of green investment. The researchers
emphasised that without stable and clear rules,
green finance risks becoming a formal tool with-
out significant environmental impact. In cases
where green finance is supported by a qualitative
regulatory framework (taxonomies, disclosure
standards, supervision), it leads to environmen-
tal improvements, whereas in conditions of legal
uncertainty, it is often reduced to declarations.
E. Simeon et al. (2024) demonstrated that green
finance and renewable energy statistically sig-
nificantly contribute to the transition to a ze-
ro-carbon economy, while economic growth and
urbanisation have a more ambivalent effect. The
researchers concluded that to realise the poten-
tial of green finance, emerging market countries
must provide stable and predictable policies that
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allow investors to plan long-term investments in
clean energy. The volume and sustainability of
green financing directly depends on the quality
of the legal regime and the consistency of climate
policy. These conclusions are consistent with the
results of the current study, which shows that
without a predictable and coordinated regulatory
framework, green finance cannot become a sys-
temic driver of the zero-carbon transition, even
with a formal increase in the volume of green in-
struments. It is the quality of legislation that de-
termines whether green financial flows turn into
sustainable results of decarbonisation, or remain
mainly a declarative tool.

The study by ]. Zhao et al. (2023), using the
example of the G7 countries, found that green
investment generally improves environmental
performance, but this impact is non-linear and
largely depends on institutional quality. The re-
searchers showed that in jurisdictions with more
stable and predictable legal regimes, green invest-
ment provides a long-term reduction in pollution
and emissions, while under less defined regu-
lation, the environmental effect is significantly
weakened. This is consistent with the findings of
the current study, which shows that EU, China, or
Bangladesh models with clearer taxonomies and
consistent disclosure standards provide a higher
“return” on green funding based on a comparison
of different jurisdictions. But in countries with
fragmented or contradictory norms, in particu-
lar in terms of regulating sustainable financing,
green capital often becomes formal and gives lim-
ited environmental results.

The study by M. Byaro & M. Timbuka (2025),
analysing countries with different income lev-
els, found that the impact of green growth and
institutional quality on environmental sustain-
ability differs significantly between the low-,
middle -, and high-income groups. The research-
ers showed that it is in low-and middle-income

states that the improvement of institutional
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quality provides the greatest increase in envi-
ronmental sustainability indicators, while in
high-income jurisdictions the effect of additional
improvement of institutions is more moderate.
These findings support the results of this study,
which focuses on developing countries, in par-
ticular Ukraine. It was shown that each step to-
wards more predictable, coherent, and stable leg-
islation in the field of green finance significantly
changes the investment environment, reducing
regulatory risk and expanding the opportunities
for mobilising green capital to a much greater ex-
tent than in the already mature legal systems of
developed countries.

The results of the study showed that the
impact of green finance on the economies of de-
veloping countries significantly depends on the
quality of legislation: where the norms are clear,
consistent and stable, green capital is more easily
integrated into long-term development strategies.
This is consistent with the conclusions obtained
by M. Ali et al. (2025), who, using a quantum
approach, showed that green finance can both
support economic growth and produce mixed
results depending on the level of institutional
quality. The researchers found that in countries
with better institutions, green tools are more like-
ly to contribute to sustainable growth, while in
jurisdictions with weaker institutions, the effect
may be blurry or even contradictory. The quality
of legislation is considered as a factor that turns
green finance from a formal category into a real
development tool and reduces the risks of conflict
between economic and environmental goals.

The study by M. Byaro et al. (2025) used Asian
countries as an example to show that the same
configuration of “economic growth + demograph-
ic pressure + renewable energy development”
can have different environmental consequences
depending on the quality of the legal and institu-
tional environment. The researchers proved that
institutional quality mitigates the negative impact
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of economic and demographic growth on the en-
vironment and enhances the positive effect of re-
newable energy use. Institutions act as a kind of
“filter” through which structural changes in the
economy pass, determining whether they will lead
to deterioration or improvement of environmen-
tal indicators. This is consistent with the findings
of this study that the legal quality of green finance
determines whether the growth of green instru-
ments and the expansion of renewable energy
sources can be transformed into real environmen-
tal outcomes in developing countries. Without suf-
ficient legal certainty and consistency in the regu-
latory framework for green finance and renewable
energy development, there is a risk that their po-
tential will remain partially unrealised.

N. Maragopoulos (2023) analysed the Eu-
ropean Green Bond Standard (EUGBS) as a tool
for addressing key shortcomings in the EU green
bond market. The introduced standard is designed
to overcome the fragmentation of private frame-
works by establishing a single set of requirements
for “European green bonds”, ensure strict binding
of the use of funds to the EU taxonomy, and in-
troduce increased requirements for information
disclosure and regulation of external verification.
EUGBS is designed to reduce the risks of green-
washing, increase the comparability of instru-
ments, and strengthen investor confidence in the
green debt securities market. This correlates with
the results of the study, where the EU Green Bond
Standard is seen as a regulatory model for devel-
oping countries in the process of forming a roadm-
ap for sustainable financing. Detailed standards
such as EUGBS are key tools for improving the
quality of legislation, reducing regulatory risk,
and increasing the transparency of the green bond
market, which creates prerequisites for scaling up
green financial flows in jurisdictions with a transi-
tional regulatory framework.

The results of the study proved that building
consistent green finance architecture (taxonomy,

bond standards, information disclosure regimes)
is a key prerequisite for the rapid growth of the
green instruments market. This is consistent with
the case analysis by L. Lin & Y. Hong (2022), who
investigated the development of the green bond
market in China. The researchers showed that
through active government involvement, special
rules, and institutional incentives, China managed
to quickly build one of the world’s largest green
bond markets, despite some issues with fragment-
ed regulation and differing standards. A legal ar-
chitecture, even in a transitive economy, can be
a crucial factor for scaling green financial instru-
ments. In this study, a similar conclusion is drawn
on the examples of Bangladesh and Ukraine -
where the state systematically builds a regulatory
framework, the green bond market has a signifi-
cantly higher development potential than in juris-
dictions with passive or non-systemic regulation.

The results of the study showed that the EU
model is considered as a standard of a high-qual-
ity legal framework for sustainable finance, but
simultaneously creates challenges for countries
seeking to harmonise with European stand-
ards. This
D. Zetzsche et al. (2022), who analysed the EU’s
sustainable finance framework in the context of

is consistent with conclusions of

international standards and identified both are-
as of overlap and significant discrepancies, cre-
ating legal uncertainty for cross-border market
participants. The researchers concluded that the
EU’s complex, multi-level regulatory architecture
is both a source of high-quality regulation and a
potential source of friction for developing states
trying to emulate it. The orientation towards the
European model sets the direction for reforms,
but the incomplete and fragmented implementa-
tion of EU standards does not yet provide the level
of legal certainty that exists in the EU itself.

Thus, the quality of legislation in the field of
green finance is the main “enhancer” of the green
finance effect: it is a predictable, coordinated and
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stable regulatory framework that transforms
green investments from a formal label to real en-
vironmental results. Clear taxonomies and stand-
ards reduce regulatory risk and increase the re-
turn on green tools. For Ukraine, this means that
accelerated improvement of the legal framework
is a necessary condition for green financing to be-
come a real driver of decarbonisation and recon-
struction.

Conclusions

The results of the study showed that green fi-
nancial instruments are a subset of the broader
system of sustainable finance, in which the in-
tegration of Environmental, Social, and Govern-
ance (ESG) factors sets the framework for reori-
enting capital to sustainable development. Green
financing in developing countries should be con-
sidered as a separate legal regime with specific
requirements for project selection, targeted use
of funds, and non-financial reporting. The crite-
ria for assessing the legal environment of green
finance (certainty, coherence, stability, opera-
tionalisation of environmental goals, transparen-
cy, and accountability) specify the requirements
of the rule of law and determine to what extent
investors can predict the consequences of green
instruments and plan long-term investments.
The European model serves as a benchmark for
a detailed legal architecture, while the lack of cli-
mate investment in developing countries is also
conditioned by the imperfection of the financial
and legal system, which increases regulatory risk
and cost of capital. The case studies of Bangla-
desh and China have shown that a mandatory
sustainable finance policy with taxonomy and
harmonised regulation promotes the institution-
alisation and scaling of green instruments, while
the example of Indonesia has shown that the dis-
persion of sustainable finance and CSR rules be-
tween different acts leads to formal compliance
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with the requirements and does not provide a
significant transformation of financial practices
towards sustainable development.

American green banks and GHGREF illustrate
the mobilisation of private capital without a sin-
gle taxonomy amid political volatility, while Ire-
land and Estonia demonstrate that systematic
implementation of EU acts through roadmaps, co-
ordination, and data work transforms sustainable
finance requirements into a tool for developing
financial hubs and building expertise. A compari-
son of green financial flows revealed that the bulk
of climate finance is concentrated in jurisdictions
with more predictable and structured regulation:
in 2021-2023, the average annual global volume
was approximately USD 1.3 trillion, with shares
of approximately 30% in China, approximately
25% in the EU, and more than 10% in the US, and
more than 60% of global green bond issuance is
in jurisdictions with formalised taxonomies and
clear disclosure requirements. For Ukraine, it
was established that special legislation on capital
markets and state regulation and NSSMC reports
only form the basis of the green finance regime,
but do not yet provide a national taxonomy and
mandatory disclosure standards at the EU level.
The Ukrainian green finance regime is a transi-
tional one: the focus on EU law is combined with
the dominance of “soft law” and dependence on
external support, which reduces predictability for
investors. The law in the field of green finance per-
forms not only a regulatory, but also a constitutive
function, forming the framework within which it
is decided whether green capital will become an
instrument of deep economic transformation,
whether it will remain a marginal market seg-
ment in developing countries, including Ukraine.
The limitation of the study is its theoretical and
legal nature and the lack of empirical verification
of the identified patterns. Further research should
focus on empirical verification of the impact
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AHomayisa

MeTor0 Jocai/pKeHHsT Oy/I0 TeOpeTHYHe MOsSICHEHHS 3B’I3Ky MK XapaKTepUCTHKaMHU PeryJloBaHHS
Ta napaMeTpaMM «3esieHUX» GiHAaHCOBHUX MNOTOKiB. MeTozmoJioriss 6asyBajacbh Ha KOMIJIEKCHOMY
nigxoAi, o MOEeAHYBaB HOPMATUBHO-NPABOBUHM i NMOpiBHs/IBHO-IpaBOBUN MeToAHu. [lokasaHo, 110
nepenbayyBaHe, y3roJpKeHe U cTabiibHe pery/r0BaHHs MiACUIII0€E MOGiTi3alilo KaniTany Ha eKoJioriuyHi
MIPOEKTU B JeprkaBax, 1[0 PO3BUBAIOThCS, a «3esjeHe» QiHaHcyBaHHA (green finance) moctae sk
creliaibHUH pexxuM sustainable finance 3 1[i/IbOBUM BUKOPUCTaHHSAM KOIITIB i MOCUJIEHOIO 3BiTHICTIO
TaBepudikauieto. MixkHapoaHi TaKCOHOMIT, CTaHAAPTH PO3KPUTTS iHPOpMalii Ta IPUHIUIIH «3EJIEHUX»
o6Jtiraniii BUCTynawTb iHPPaCTPYKTYypoIo 06MexxeHHs greenwashing, Toii ik po3puB Mixk moTpe6amMu

Law. Human. Environment. 2026. Vol. 17, No. 2



https://unctad.org/publication/financing-sustainable-development-report-2022
https://unctad.org/publication/financing-sustainable-development-report-2022
https://greenfdc.org/wp-content/uploads/2025/03/Yue-and-Nedopil-2025_China-green-finance-status-and-trends-2024-2025-final.pdf
https://doi.org/10.1093/jiel/jgac043
https://doi.org/10.1093/jiel/jgac043
https://doi.org/10.1007/s11356-023-29332-9

Lemishko et al.

B KJIMaTUYHUX [HBECTULifX i (PAKTUYHUMH MOTOKAMU IOSICHIOETHCS BILJIMBOM XapaKTEpPUCTUK
MpaBOBOr0 Cepe/loBUIA HAa peryJsTOpHUNA pU3UK i BapTicTh Kamitany. Kelicu Banriazemr Ta
[HAOHEe3is mokasasiy, o 060B’I3KOBI BUMOTH 3 YiTKUMHU L[IJIIMU U 3BITHICTIO CTUMYJ/IIOIOTh «3€JI€HI»
aKTHBH, TOJi K pparMeHTapHi HOPMHU CTPUMYIOTh TpaHcpopMalilo piHaHcoBoro cekropa. Kurai i
CnonyyeHi lllTaTh AMepUKH JeMOHCTPYIOThb pi3HiI MozeJsi: KOMILJIEKCHA TaKCOHOMisl M y3rojxeHe
peryJitoBaHHSI IPOTH JelleHTPali30BaHOI peryasiTOPHOI apXiTeKTypHU «3eeHOTo» OaHKiHTy. [paaHis
Ta EcToHifA in10CTpyIOTH, K iMIZIeMeHTalid akTiB EBponelcbkoro Corwsy Ta KOopAMHaLid IHCTUTYLIN
MiBUILIYIOTh BU3HAYeHICTh i mpo3opicTh. PiBeHb 3esieHOTO QiHAHCYBaHHSI € KOHLIEHTPOBAHUM: Y
2021-2023 pokax ro6a/bHi MTOTOKY CTAHOBUJIM 6J1M3bKO 1,3 TpJiH Jj0J1. Ha piK, a moHaz 60 % emicil
3ejleHUX 06Jlirauiil npunajae Ha pPUCAUKLIT 3 dopMai30BaHUMU TAKCOHOMISIMU Ta BUMOTaMHU 10
po3KpuTTs iHopManii. YkpaiHa noeaHye HAGJIMKEHHS [0 EBPOINENChKUX CTAHAAPTIB i3 CYyTTEBUMHU
MporaJiMHaMy, a Ke¥c 3esieHuX i sustainability-linked o6uriraniii «Ykpenepro» 1eMoHCTpy€E 3iTKHEHHS
MPO/JlyMaHOI'0 HOPMAaTUBHOTO JU3aliHY 3 BUCOKUM KpalHOBUM PU3UKOM. Y3ro/pKeHa i nepe6adyBaHa
HOpMaTHBHA paMKa € HEOOXiAHOI MepeyMOBOI0 PO3BUTKY «green» QiHiHCYyBaHHS, OJHaK Ii BIJIUB
peasisyeTbCs JMIIE 32 YMOB iHCTUTYI[IHHOI CIPOMOXKHOCTI Ta MaKpPOEKOHOMIYHOI CTa6iJIbHOCTI.
[IpakTu4He 3Ha4yeHHs pe3y/bTaTiB IOJIATAE B MOXJIMBOCTI IX BUKOPUCTAHHS OpraHaMy BJIAJH,
peryjasaTopaMu Ta yYaCHUKaMU PUHKY MiJ] Yac BJOCKOHAJIEHHS PeryJIl0BaHHS «3eJIeHUX» iHBeCcTULii

Knawuoei csnoea: mnpaBoBa apxiTeKTypa; 3aKoHOZaBUYe 3abe3leyeHHs; PeryIsiTOPHUNA pPU3HK;

TAaKCOHOMis; eKOJIOTIYHUH epeKT; GiHaHCOBI peryanii
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