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ABSTRACT

Financial and legal instruments for promoting the implementation of sustainable
development policy of the state (states, regions) require a detailed study of the application of
financial and legal instruments for the implementation of the Global Sustainable
Development Goals by 2030. The EU financial instruments provide funding for the goals and
policies of sustainable development of the state or the region through the involvement of
budgetary and private financial resources. The purpose of the research is to analyze the
existing practice of promoting the implementation of sustainable development policy of the
state (states, regions) in the EU countries through the use of financial and legal instruments
in order to provide investors with economic returns in accordance with probable risks, while
promoting sustainable development goals. The research methods are as follows: comparative
analysis; statistical analysis; systematization, generalization. Results. Financial and legal
instruments are measures of financial and legal support provided on an additional basis from
the budget in order to promote the implementation of the policy of sustainable development of
the state. It has been established that the sustainable development goals, namely: 1, 2, 4, 5,
10, 11, 16 and 17 are connected with the fewest of financial and legal instruments.
Sustainable and green bonds that best contribute to objectives 7 (Affordable and Clean
Energy), 11 (Sustainable Urban and Community Development) and 13 (Climate Change
Mitigation) have been identified as perspective and promising financial and legal
instruments. The financial and legal instruments towards supporting small and medium-sized
enterprises, research and innovation and a low-carbon economy are the most popular in the
EU.

As a result of the research conducted, it has been found that financial and legal
instruments towards promoting the implementation of sustainable development policy direct
financial resources to the implementation of certain goals, thereby forming a gap in the
implementation of the Global Sustainable Development Goals by 2030. It has been also
revealed that during the programming period, financial and legal instruments were installed
exceptionally slowly; as a result, by the end of 2016, less than 5 percent was actually invested
than planned.
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INTRODUCTION

At present, economic realities are changing rather intensively than political ones; and
it should be recognized that economic interdependence requires a more pronounced and
consistent response at the regional level. The economic crisis caused by COVID-19 was of
unprecedented nature. Therefore, the economic convergence, approved during the last
programming periods, was destroyed, and the crisis became a huge shock for the regions and
states, revealing the vulnerable position of the financial and economic system. All these
difficulties are more visible and pronounced at the regional level; consequently, these aspects
should be taken into account for the implementation of the Global Sustainable Development
Goals by 2030 (Antonescu, 2014).

Forasmuch as financial and legal instruments are a way to support the implementation
of the sustainable development policy of the state, then the idea of introducing financial and
legal instruments was put into practice in the EU cohesion policy back in the 1994-1999
programming period. The insrtuments outlined are known as financial engineering tools used
in the European Regional Development Fund, the European Social Fund and the Cohesion
Fund. The current financial crisis has significantly limited investments in countries and
regions of the world, where the actions of European Commission, which has created special
initiatives towards promoting investment, the so-called Juncker Plan, have been followed by
the promotion of financial institutions within the framework of the already established EU
Fund (Wieliczko, 2019).

The inclusion of the concept of sustainable development into governments’ programs
is nowadays a top priority all over the world. According to the World Commission on
Environment and Development (Brundtland, 1987), sustainable development is not a static
situation, but a process of resources’ use, investments’ management and technological and
institutional development that meets future needs, and not just current ones. In accordance
with the mandate submitted to the General Assembly by Member States at the United Nations
Conference on Sustainable Development, “Sustainable development goals should be action-
oriented, succinct and easy to understand, limited in number, ambitious, global in nature and
common to all countries, taking into account different national realities, opportunities and
levels of development in compliance with national policies and priorities” (United Nations
General Assembly, 2014).

Achieving sustainable development is a difficult challenge. This cannot be achieved
by a single approach, forasmuch as it requires significant funding from various sources and
financial agents. The ability of governments to mobilize, redistribute and effectively use a
variety of funding sources, tools and strategies is an extremely important process for
achieving and implementing the Global Sustainable Development Goals by 2030. Also,
governments should take into account the legal system, the possible social-economic and
environmental consequences and any other constraints that may hinder the implementation of
the selected financial and legal instruments (United Nations Development Program, 2018).

The need to implement the policy of sustainable development of the state is caused by
the idea of harmonization of economic, social and environmental components, where the
latter one becomes especially relevant, namely: the need to address environmental protection,
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implementation of measures in order to minimize and mitigate climate change, conserve
natural resources for future generations.

The importance of practical use of the research results lies in the further applying
effective financial and legal instruments towards promoting the policy of sustainable
development of the state, which provides “such a way of the development, in which meeting
the needs of modern generations does not make it impossible to meet the needs of future
generations” (Brundtland, 1987).

The purpose of the research is to analyze the existing practice of promoting the
implementation of sustainable development policy of the state (states, regions) in the EU
countries by using the financial and legal instruments in order to provide investors with
economic returns in accordance with probable risks, while implementing sustainable
development goals.

The research objectives of the academic paper are as follows:

To analyze the financial and legal instruments in order to promote the implementation
of the EU sustainable development policy for the periods 2014-2020 as well as to determine
the objectives of sustainable development, towards which financial resources are directed.

1. To investigate the allocation of resources and reflect the impact of financial
and legal instruments for operational programs by investment directions.

2. To identify promising financial and legal instruments that help overcome the
persistent funding gap for the sustainable development goals and explore the
main countries issuers in the bond market.

3. To analyze the financial and legal instruments for funding the sustainable
development goals proposed by the UN.

4. To conduct coordination of the use of green, social and sustainable bonds with
the sustainable development goals for the implementation of the Global
Sustainable Development Goals by 2030.

LITERATURE REVIEW

The determinants of the international development of the global financial and
economic systems and the securing of high-quality infrastructure based on the goals of
sustainable development should be introduced into the basic provisions of state policy. Due to
the conditions of the crisis of world environmental problems in the second half of the
twentieth century, as well as with the introduction of the UN conferences on environmental
protection, the viewpoint has been formed on the progressive convection of modern
civilization to the position of “global dynamic equilibrium”, namely, a sustainable balance
between individual components of the international ecological and social-economic system.
The concept of sustainable development includes the approach outlined in order to create a
model of economic growth, as a result of which the harmony with the environment is
achieved and the needs of the society are effectively met.

The concept is based on three key components, namely: economic growth, social
integration and environmental protection. The genesis of the sustainable development’s
concept took place in September 2015 during the approval process of “Transforming our
world: Agenda for sustainable development until 2030 at the meeting of the UN General
Assembly (Romanchukevich, 2019). The Agenda for sustainable development is a world
transformation agenda that aims to eradicate poverty, guarantee a dignified life for all people
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and ensure peace until 2030, implementation of which is one of the main challenges of the
modern world (Raszkowski & Bartniczak, 2019).

In order to achieve the goals of sustainable development, it is necessary to coordinate
the work of the international financial community, the private financial sector and the public
financial sector. According to the viewpoint of the Organization for Economic Cooperation
and Development (OECD) (OECD, 2019), public and private savings, especially in favorable
market conditions, should be sufficient to meet the requirements of the three basic investment
categories in this regard. Governments have relatively little control over the private sector’s
agents, which largely determine the pace of progress towards sustainable development goals.
However, governments should take effective and consistent steps in spheres where influence
can be exercised (Kharas et al., 2014).

Collignon considers that the crucial role belongs to public authorities, which use state
finances to promote the implementation of sustainable development policies (Collignon,
2008). Actions of public authorities towards maintaining the stability of public finances,
which are obliged to perform their main functions (that is, distribution, redistribution and
stabilization of financial resources) (Yarovoy et al., 2020), and in such a way to prevent long-
term imbalances in the public finance system, are achieved by developing an effective system
of state spending and revenue for the public finance sector (Alegre, 2012; Postula, 2018).

Kulawik et al. (2018) noted that there is no generally accepted definition of “financial
and legal instruments”. In the case of the EU funds, financial and legal instruments are
structures that allow using the European Structural and Investment Funds to offer financial
products such as loans, equity and guarantees. They can support projects that contribute to the
achievement of the sustainable development goals of the European policies.

Financial and legal instruments use public finances to attract the private sector’s
investments by reducing investment risk and offering a long-term perspective, whereas the
cyclical nature of the instruments provides a return on funds as well as interest on the
instrument for reinvestment (Gambetta et al., 2019). Given that, the main purpose of financial
and legal instruments is to achieve sustainable development goals in countries and regions
where investors are reluctant to invest, where these instruments are used to reduce investment
risk or to overcome market failure and market barriers (European Regional Development
Fund, 2019).

According to the viewpoint of Kharas et al. (2014), certain financial and legal
instruments constitute an important part of a set of available environmental policy
instruments that, in comprehensive interaction with regulations and public investments, can
help reduce the cost directed for improving the environment. The challenge for developing
economies is to identify and adopt financial and legal instruments that combine
environmental and economic policies, provide flexibility, use limited resources sparingly,
motivate behavioral change, and generate resources to finance environmental infrastructure.
Financial and legal instruments contribute to sustainable development in three ways, namely:
by motivating behavioral changes towards reducing environmental impact and, consequently,
the amount of investment required; by generating income that can be used to finance these
investments; as well as by promoting, directly or indirectly, the redistribution of the society’s
resources to healthier and more sustainable activities from an environmental point of view
(Kharas et al., 2014). The international financial community, the private financial sector and
the public financial sector should work in close coordination in order to achieve the Global
Sustainable Development Goals (OECD, 2019).

Financial and legal instruments are designed to meet the investment needs of
sustainable development goals, which can be interpreted under the general term sustainable

4 1532-5806-24-3-256

Citation Information: Zhukovska, A., Zheliuk, T., Zhuk, I., Borshch, V., Makarenko, M., & Vozniakovska, K. (2021). Financial
and legal instruments for promoting the implementation of sustainable development policy of the state
(States, Region). Journal of management Information and Decision Sciences, 24(3), 1-16.



Journal of Management Information and Decision Sciences Volume 24, Issue 3, 2021

development bonds. These are debt securities issued by private or public entities to finance
projects related to the achievement of sustainable development goals. Emitents issue
sustainable development bonds under a contract, indicating the interest rate to be paid and the
maturity date of the bond’s principal debt.

Sustainable development bonds can be classified according to several criteria.
According to the nature of their return, they are divided into two categories, where for some
financial and legal instruments the return of invested financial resources is fixed and does not
depend on the results of achieving sustainable development goals, while for others the return
of financial resources is directly related to the success of sustainable development goals.
Sustainable development bonds can also be differentiated by their concentration sector, where
the most common financial and legal instruments are as follows: green bonds, microfinance
bonds, charitable bonds, social impact bonds, development bonds and environmental bonds.
There are many sub-categories of these bonds in which the focus on achieving sustainable
development goals is significantly narrowed (European Commission, 2017).

The EU countries, supporting the Global Sustainable Development Goals, in the
framework of their initiatives (European Commission, 2018a) seek to implement economic
solutions based on the concept of sustainable development, which is defined in social,
economic and environmental terms (Elkington, 2004). Soini and Birkeland (2014); and Nurse
(2006) have recommended including cultural factors as the fourth component of the Global
Sustainable Development Goals. The implementation of sustainable development policies of
states and regions should be carried out at three levels, namely: individual, organizational and
global (Donaires et al., 2019), with the obligation of each government to control the
sustainable development of the state, which is implemented at the social-economic level
(Patora-Wysocka & Sutkowski, 2019). Shrithongrung & Kriz (2014) have come to
conclusion that the Global Sustainable Development Goals should be subsidized by financing
sustainable development at the stage of implementation, forasmuch as the financial system is
a component of the economic system, consisting of two basic components: the public finance
sector and the market financial system. Measures taken within the framework of the
implementation of the sustainable development concept can contribute to the reorientation of
financial and legal instruments and strengthen efforts towards obtaining long-term positive
impact on the social-economic development of the state or the region (Postula & Raczkowski,
2020). The role of communications in the management of economic sectors is given in the
works of Romanenko (2016); and Semenets-Orlova et al. (2019).

Along with this, the focus on sustainable development should be complemented by
concentration on the competitiveness of the state or the region, as the most important
condition for development that financial policy should achieve (Tudose & Rusu, 2015). In the
case of the EU Member States, both innovation and education are crucial as two determinants
of the EU’s competitiveness and economic convergence (Dima et al., 2018).

Achieving the goals of sustainable development requires a significant amount of
funding, which will need to be provided not only from the official funds of each country and
region, but also from the private sector (Kwilinski et al., 2019). Financial and legal
instruments, such as bonds and investment funds, that provide financial resources to issuers,
involved in achieving sustainable development goals, contribute to their achievement. By
investing in these financial and legal instruments, investors can immediately expect economic
returns in accordance with the risks, while contributing to the sustainable development goals
of the state or the region (Environmental Finance, 2020).

An in-depth analysis of the issues outlined in the scientific article makes it possible to
conclude that the topic of financial and legal instruments towards promoting the policy of
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sustainable development of the state (states, regions) in the context of in-depth integration of
national economies into the world social-economic space is sufficiently studied nowadays by
foreign and Ukrainian scientists.

Thus, the problem of promoting the implementation of sustainable development
policy of the state is widely reflected in scientific publications in the form of theoretical
studies and practical investigations. However, the issue of promoting the implementation of
sustainable development policy by means of financial and legal instruments remains relevant
and open for further research, taking into account the reports of European Commission on the
use of financial and legal instruments for the implementation of the Global Sustainable
Development Goals until 2030.

METHODOLOGY

The implementation of the purpose of the present investigation provides for the
involvement of the following research methods, namely:

Analysis of the Global Sustainable Development Goals by 2030;

System and logical analysis, method of information synthesis;

Systematization, generalization of the latest scientific publications and statistical data
published by governments and accountable organizations on the features of the use of
financial and legal instruments towards promoting the implementation of sustainable
development policies in the EU countries.

In order to identify certain features of financial and legal instruments, the method of
generalization of modern regulatory practice concerning using financial and legal instruments
in the EU member states has been applied. The application of the comparison method has
made it possible to draw line between green, social and sustainable bonds, while achieving
the goals of sustainable development.

The method of statistical analysis has been used for displaying statistics on the
distribution of resources of financial and legal instruments for operational programs in the
areas of investment, the introduction of financial and legal instruments in the EU countries,
and the current state of the bond market.

RESULTS

The UN has identified 17 Global Sustainable Development Goals until 2030, which
are basically considered as vectors of inspiration for sustainable development at the national
and global levels. The Global Sustainable Development Goals until 2030 consist of 169 tasks
that need to be implemented in order to achieve sustainable development, where a system of
240 global indicators of sustainable development has been created to effectively monitor the
quality of implementation of global tasks. The basic tools affecting the well-being of the
population and the world are global goals for the implementation of sustainable development
policies of states and regions and indicators of sustainable development, which can be
implemented through the joint cooperation of all countries (Figure 1) (The Global Goals,
2020).
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FIGURE 1
GLOBAL SUSTAINABLE DEVELOPMENT GOALS UNTIL 2030.

The UN has proposed financial and legal instruments for funding the Sustainable
Development Goals, which are classified as follows Table 1.

TABLE 1
THE INSTRUMENTS PROPOSED BY THE UN FOR FINANCING SUSTAINABLE
DEVELOPMENT AND THEIR INTERRELATIONSHIP WITH THE SUSTAINABLE

DEVELOPMENT GOALS
Financial Sustainable Development . L. Sustainable
. Financial instrument
instrument Goals Development Goals
Enterprise challenge 1,2,3,4,5,6,7,8,9,
Taxes on tobacco 3,12 funds 12,13, 14, 15, 16
Taxes on renewables 6, 8,12, 13, 14, 15 Disaster risk insurance 1,2,3,8,10,16
Taxes on pesticides
and chemical 3,6,8,12,14,15 Debt-for-nature swaps 6,7,8,9, 12,13, 14,15
fertilisers
. 1,2,3,4,5,6,7,8,9,
Taxes on fuel 3,7,8,9,12,13,15 Crowdfunding 12,13, 14, 15, 16
Payments for 6,7,8,9,12, 13,14, 15 Climate credit 6,7,8,9, 12, 13, 14, 15
ecosystem services mechanisms
Social and
development impact 1,2,3,4,56,7,8,9, 12, Voluntary standards 1,2,3,4,5,6,7,8,9,
bonds-results-based 13,14, 15, 16 y 12,13, 14, 15, 16
financing
Impact investment 12345678912 Lotteries 1,2,3,4,56,7,89,
P 13, 14, 15, 16 12,13, 14, 15, 16
. 1,2,3,4,56,7,8,9, 12, Remittances or diaspora
Public guarantees 13 14, 15 16 financing 1,2,3,4,5,8,10, 16
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Ecological fiscal

transfers and carbon 6,7,8,9, 12, 13, 14, 15 Biodiversity

- 6,7,8,9 12,13,14,15
compensation

markets
Environmental trust 6,7.8,9 12 13, 14, 15 B_lop_rosp(_actlng and 38,9 12
funds biodiversity offsets

Source: Compiled by the authors based on official data of the United Nations Development Program,
(2018).

Table 1 reflects the coordination of the UN financial and legal instruments with the
sustainable development goals. The reconciliation results show that Sustainable Development
Goals 1, 2, 4, 5, 10, 11, 16 and 17 are related to the fewest financial and legal instruments,
forasmuch as a significant part of financial and legal instruments is focused on addressing
inequalities, gender and education, which raises the issue of the lack of proposals towards
promoting social mobility (United Nations Development Program, 2018).

External actors I N STR U M E NTS
Bilateral ¢ jopment agencies
°fﬁ°;:' and LRGs
ProVICers  gijateral DFIs COncess!onaI
financing
Public sector Export credit agencies Standard grants

Grants Interest subsidies

EU Capital subscriptions
IMF
Multilateral MDBs
institutions A
UN agencies

Vertical funds ;
Concesssional loans
Non-concesssional

Public-private I loans

artnershi
Paptioibs Asset-backed securities

Reimbursable grants
Commercial investors

Multinational companies

Private Institutional investors
sector

Bonds

Contingent Guarantees /
Individual migrants ~— liabilities jnsurance

Philanthropic foundations

Non-concessional
Common equity financing

ACTORS

Clvs
Reinvested earnings

Domestic actors

Philanthropic foundations

Private entreprises

Private
sector Domestic financial institutions

Public sector Subordinated
Hybrid bonds / loans
instruments Preferred

equity

Households

FIGURE 2

SCHEME OF FINANCIAL AND LEGAL INSTRUMENTS FOR SUSTAINABLE
DEVELOPMENT OF THE STATE

Increasing the number of participants and openness to innovations have led to the use
of more diverse financial and legal instruments in the market of funding sustainable
development of countries and regions (Figure 2). This process has provided opportunities for
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a wide choice and better adaptation of financial solutions to the needs of developing
countries. At the same time, numerous options in combination with some asymmetry of
information risk provoking certain difficulties in the use of appropriate financial and legal
instruments. As a consequence, the needs of countries should determine their choice of
financial and legal instruments rather than suppliers’ preferences, which would allow the
governments of developing countries to create their own optimal set of financing in order to
support their efforts on implementing the policy of sustainable development of the state
(OECD, 2018).

Sustainable bonds are one of the most promising financial and legal instruments in
order to help overcome a persistent funding gap, forasmuch as they facilitate the reallocation
of capital flows to sustainable projects, and, therefore, enable investors to choose a
sustainable development goal for investment.

In 2007, the European Investment Bank launched the green bond market by issuing
the world’s first climate bond. 2019 was another record year for green bonds. According to
the statistics of the Climate Bond Initiative, the annual volume of green bonds’ issuance in
the world increased by 49%, from 171,1 billion to 254,9 billion USD. 2019 was also the year
of new types of bonds, such as sustainable bonds and transit bonds, which provided investors
with a significant choice of bonds in order to achieve sustainable development goals. Taking
into consideration the current diversification, the overall market for sustainable bonds has
grown by about 50%, from 230 billion USD in 2018 to 345 billion USD in 2019 (Figure 3).

500
450
400

350 B 2018
300

250

200 W 2020
150

100

50 I

0 — = - =

Green bonds Socyal bonds ESG/Sustainabilty/ Other Total Sustainable
SDG Bonds Bond Market

USD (bn)

FIGURE 3
BOND MARKET FOR THE PERIOD 2018-2020.

Source: Compiled by the authors based on official data of DZ Bank (2020)

For the period 2018-2020, the United States, France and China are the largest three
countries issuers in the green bond market, France, Japan and the Netherlands - in the social
bond market, and Korea, Germany and Spain - in the sustainable bond market (Table 2).

TABLE 2
TOP 5 LARGEST COUNTRIES ISSUERS IN 2019 IN THE MARKET OF GREEN, SOCIAL AND
SUSTAINABLE BONDS

Green bonds | Social bonds | Sustainable bonds
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USA 58,995.8 USD France 3,258.5 USD South Korea: 5,291.9 USD
France 31,357.5 USD Japan: 2,907.7 USD Germany 3,643.1 USD
China 27,004.4 USD The Netherlands: 2,280.1 USD Spain 3,258 USD
Germany 22,549 USD The USA 1,348.1 USD USA 3,208.1 USD
The Netherlands 15,910.7 USD The UK: 1,201.7 USD The Netherlands: 2,539.9 USD

Source: Compiled by the authors based on official data of Environmental Finance (2020).

Green, social and sustainable bonds, aligned with sustainable development goals,
amounted to 120,4 billion USD in 2019. 37,5% of green, social and sustainable bonds are
clearly in line with the goals of sustainable development in 2019, which is 3,5% more than
the previous year. The three most covered sustainable development goals are as follows:
Objective 7 (Affordable and Clean Energy), 11 (Sustainable Urban and Community
Development) and 13 (Climate Change Mitigation) (Figure 4).

FIGURE 4
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SUPPORTING THE SUSTAINABLE DEVELOPMENT GOALS BY THE BOND
MARKET IN 2019

Source: Compiled by the authors based on official data of Environmental Finance (2020).

In 2018, European Commission published the second annual report on the
implementation of financial and legal instruments in 2014-2020, covering the period until the
end of 2016. Approximately 10,3 billion EUR of financial and legal instruments’
contributions were made to operational programs (the European Structural and Investment
Fund (ESIF)) by the end of 2016; of this overall total, 9,9 billion EUR - by the European
Regional Development Fund (EFRD) and the Cohesion Funds, only 320 million EUR - by
the European Social Fund (ESF) and 52 million EUR - by the European Agricultural Fund for
Rural Development (EAFRD) (approximately half of the “planned” contributions indicated in
the operational programs). Thus, overall progress is quite meager: of 9,9 billion EUR
allocated to the EAFRD, by the end of 2016, less than a third has been paid to funds, and less
than a third, in turn, has been paid to final recipients.

Despite the fact that the reporting covered only the first three years of the
programming period and financial and legal instruments were implemented particularly
slowly, as a result, by the end of 2016, less than 5 percent was actually invested than planned
in the form of financial and legal instruments. The situation varies considerably among
countries, but in terms of funds flowing to final beneficiaries, compared to the original plans,
significant progress appears to have been made only in Spain, Estonia and Lithuania (Table
3) (European Commission, 2017).

TABLE 3
FINANCIAL AND LEGAL INSTRUMENTS AND PROGRESS AT THE END OF 2016 - ERDF
AND CF (MILLION EUR)
Fls Commitments | Payments | Payments | Commitments | Paymentsto | Payments
planned to funds to final as% of plans | fundsas % to final
in OPs recipients of recipients
commitment | as % of
payments
to funds
AT 3.0 3 3 100.0 100.0 0.0
BE 98.2 29.3 7.3 29.8 24.9 0.0
BG 586.9 462.4 185 78.8 40.0 0.0
Ccz 521.0 0.0
DE 1109.0 661.4 277.3 63.3 59.6 41.9 22.8
EE 240.3 133 334 35.2 55.4 25.1 105.4
EL 1048.2 522.4 130.6 49.8 25.0 0.0
ES 1485.6 800 715.3 679.7 53.9 89.4 95.0
Fl 29.5 15 0.2 0.2 5.1 13.3 100.0
FR 665.8 125.7 37.4 3.1 18.9 29.8 8.3
HR 511.8 214 37 2 41.8 17.3 5.4
HU 2339.4 2265.9 478.3 23.6 96.9 21.1 4.9
1T 1992.0 370.8 66.9 0.1 18.6 18.0 0.1
LT 688.8 583.2 287.9 173.8 84.7 494 60.4
LV 245.1 143.9 343 13 58.7 23.8 379
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MT 34.0 15 13.8 441 92.0 0.0

NL 85.7 20.3 15 0.7 23.7 7.4 46.7

PL 3629.7 1983.6 482.9 54.6 24.3 0.0

PT 2504.5 322.9 54.4 12.9 16.8 0.0

RO 377.5 100 26.5 0.0

SE 131.8 134 335 101.7 25.0 0.0

SI 438.0 0.0

SK 278.3 409.2 102.3 2.9 147.0 25.0 2.8

UK 1194.1 605 23.7 50.7 3.9 0.0
Total | 20238.1 9906.5 3006.0 997.6 48.9 30.3 33.2

Source: Compiled by the authors based on official data of European Commission (2017).

Table 4 reflects the distribution of resources of financial and legal instruments for
operational programs by areas of investment in percentage. Obviously, financial and legal
instruments towards supporting small and medium-sized enterprises were the most popular in
the EU, followed (remotely) by research and innovation and a low-carbon economy. The pan-
European target was to invest 20% of funds from operational programs for low-carbon
development into financial and legal instruments, however, in the end, only 9,5% was
reached (European Regional Development Fund, 2019).

TABLE 4
SPLIT OF THE BUDGET TO OPERATIONAL PROGRAMS ON THE TOPIC ALLOCATED TO
FINANCIAL AND LEGAL INSTRUMENTS AT THE END OF 2017
Energy Environ. &
SME efficiency/ resource Sustaineable
R&D&I ICT support renewables efficiency transport
AT 0.0 0.0 1.8 0.0 0.0 0.0
BE 9.8 0.0 17.9 104 5.9 0.0
BG 10.3 0.0 36.6 7.3 114 0.0
CY 0.0 0.0 0.0 0.0 0.0 0.0
Ccz 1.2 0.0 51.7 3.2 9.0 0.0
DE 8.5 0.0 315 2.1 3.0 0.0
DK 0.0 0.0 0.0 0.0 0.0 0.0
EE 10.9 0.0 48.3 0.0 0.0 0.0
ES 8.4 0.0 39.5 0.7 0.3 0.0
Fl 0.5 0.0 7.7 0.0 0.0 0.0
FR 7.2 2.1 26.3 10.0 1.3 0.0
GR 36.7 14.2 49.0 4.0 3.5 0.8
HR 4.5 0.0 25.8 9.4 0.0 3.8
HU 29.9 42.4 34.4 24.4 0.0 0.0
IE 0.0 0.0 0.0 0.0 0.0 0.0
IT 18.1 2.7 38.0 9.8 1.1 0.0
LT 2.6 0.0 313 42.3 14.8 0.0
LU 0.0 0.0 0.0 0.0 0.0 0.0
LV 0.0 0.0 42.7 12.3 0.0 0.0
MT 0.0 0.0 38.2 26.0 0.0 0.0
NL 19.0 0.0 0.0 15.0 0.0 0.0
PL 7.2 0.0 25.4 9.8 0.0 0.0
PT 0.1 0.0 37.8 23.3 19.1 0.0
RO 5.1 0.0 47.1 25 0.0 0.0
SE 0.0 0.0 32.2 22.8 0.0 0.0
Sl 27.7 0.0 48.3 23.8 0.0 0.0
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SK 0.0 0.0 17.0 14.1 3.7 3.4
UK 8.9 0.0 45.0 9.6 9.8 0.0
EU28 8.9 35 34.0 9.5 3.1 0.3
Target 5.0 10.0 50.5 20.0 5.0 10.0
Total FI 3667.7 468.4 11319.7 3748.5 1089.0 189.9
CM Total 41104.0 13308.1 33276.3 39661.4 34993.5 58523.8

Source: Compiled by the authors based on official data of the European Regional Development Fund,
(2019).

Financial and legal instruments reflect the diversity of national or regional programs
and the specifics of the investment directions supported, as evidenced in the thematic
objective report (see Figure 5). Investments in energy efficiency in the case of ERDF and
EAFRD, SMES and employment support in the case of ERDF, EAFRD, ESF and EMFF, as
well as the agricultural and rural sectors within the framework of EAFRD. In terms of
thematic objectives, the largest share of funding (56,2%) was allocated to support small and
medium-sized enterprises (SMES) under TO3, followed by a low-carbon economy (TO4),
that is, mainly energy efficiency and renewable energy sources (15,5 %) and investment in
innovation and R&D (TO1) (15,4%) (European Commission, 2018).

o7 JOB TO9 TO10
o 108 o, 13.3% 2.2% 0.5%
TOS 5 2o, 0.7% 2" e

0.1%

TOI - strengthening research, technological
development and innovation

TO2 - enhancing access to, and use and quality of,
ICT

TO3 - enhancing the competitiveness of SMEs, of the
agricultural sector (for the EAFRD) and of the
fishery and aquaculture sector (for the EMFF)

TO4 - supporting the shift towards a low-carbon
economy in all sectors

TOS - promoting climate change adaptation, risk
prevention and management

TOG6 - preserving and protecing the environment and
promoting resource efficiency

TO7 - promoting sustainable transport and removing
bottlenecks in key network infrastructures

TOS8 - promoting sustainable and quality employment
and supporting labour mobility

TO9 - promoting social inclusion, combating poverty
and any discrimination

TO10 - investing in education, training and vocational
training for skills and lifelong learning

FIGURE 5

OBLIGATIONS CONCERNING FINANCIAL AND LEGAL INSTRUMENTS IN
FINANCING TRANSACTIONS AS A PERCENTAGE OF THE TOTAL AMOUNT
OF COMMITMENTS UNDER THE THEMATIC OBJECTIVE (TO) AT THE END

OF 2018

Source: Compiled by the authors based on official data of European Commission (2018b).
Thus, the further use of financial and legal instruments will ensure the implementation
of sustainable development policy, increase the efficiency of social-economic systems and
create favorable conditions for deeper integration of the European economic environment
into the world community.
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CONCLUSION

As a result of the analysis of financial and legal instruments towards promoting the
implementation of the state’s sustainable development policy, it has been found that due to
the conditions of intensification of international processes, the concept of sustainable
development is becoming increasingly important. At the present stage, it is the fundamental
paradigm of the genesis of the international ecological, social-economic system of countries
all over the world. Global Sustainable Development Goals are a system for the formation of
the modern world, which are based on the needs of ensuring international balance by solving
social-economic issues and preserving the environment. Thus, the concept of sustainable
development in modern conditions is a general vector of public policy implementation by
using effective financial and legal instruments.

Wide differentiation of financial and legal instruments and the need to form an
optimal capital structure towards achieving sustainable development goals, taking into
account the distribution of risks between public and private partners require the application of
a conceptual framework based on the use of digital platform. Such platform will reflect the
planned and implemented sustainable development goals, which allows carrying out online
monitoring of key performance indicators for the implementation of sustainable development
goals.

Therefore, the improvement of financial and legal instruments towards promoting the
implementation of the sustainable development policy of the state may become the latest
paradigm for the preservation of globalization vectors and means of integration of national
economies. As a result, the implementation of the sustainable development policy of states
and regions becomes a subject matter of great interest both for the entities and for the public
sector as a whole.

Further investigations may be aimed at improving financial and legal instruments
towards promoting the implementation of sustainable development policies of the state,
which will stimulate innovation and financial activities and increase living standards and
improve existing infrastructure. Empowerment and widespread use of innovative, financial,
research approaches to regulating the policy of sustainable development of the state at the
interstate level may become the basis of a common European strategy for future periods.
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