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 SUMMARY 

After a brief introduction, the first part of the report deals with selected issues of 

government expenditures, and the second part deals with selected issues of government revenues. 

The main purpose of the report is to show the possibilities for achieving coverage of the emerging 

negative budget balances. For its implementation, the focus is primarily on optimizing 

expenditures, increasing revenues through greater state participation in the redistribution of GDP 

and the use of debt financing without or with additional issuance of money. The conclusion of the 

report summarizes the findings and proposed approaches. 

 Key phrases: government expenditure, government revenue, budget balances, 

redistribution of GDP, money issue. 
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reserves** Holdings as of  

1 United States 8 133.5 68.5% Apr 2022 51 Cambodia 50.4 15.3% Mar 2022

2 Germany 3 357.6 67.9% Apr 2022 52 Finland 49.0 18.5% Apr 2022

3 IMF 2 814.0 1) Apr 2022 53 Jordan 43.5 17.1% Oct 2017

4 Italy 2 451.8 65.0% Apr 2022 54 Bolivia 42.5 57.6% Mar 2022

5 France 2 436.6 60.3% Apr 2022 55 Bulgaria 40.8 7.5% Apr 2022

6 Russian Federation 2 298.5 22.1% Jan 2022 56 Malaysia 38.9 2.1% Apr 2022

7 China, P.R.: Mainland 1 948.3 3.6% Apr 2022 57 Serbia, Rep. of 37.8 14.6% Mar 2022

8 Switzerland 1 040.0 6.0% Mar 2022 58 WAEMU3) 36.5 9.4% Dec 2021

9 Japan 846.0 3.9% Apr 2022 59 Peru 34.7 3.0% Jul 2021

10 India 761.3 7.8% Apr 2022 60 Slovak Rep. 31.7 19.6% Apr 2022

11 Netherlands, The 612.5 58.2% Apr 2022 61 Ukraine 27.1 6.2% Apr 2022

12 ECB 504.8 36.1% Apr 2022 62 Syrian Arab Republic 25.8 8.7% Jun 2011

13 Turkey5) 436.7 27.8% Apr 2022 63 Morocco 22.1 3.9% Mar 2022

14 Taiwan Province of China 423.6 4.5% Mar 2022 64 Ecuador 21.9 18.0% Feb 2022

15 Portugal 382.6 75.0% Apr 2022 65 Afghanistan, Islamic Rep. of 21.9 14.0% May 2021

16 Kazakhstan, Rep. of 373.4 68.5% Apr 2022 66 Nigeria 21.5 3.1% Jan 2018

17 Uzbekistan, Rep. of 346.2 59.8% Apr 2022 67 Bangladesh 14.0 2.0% Apr 2022

18 Saudi Arabia 323.1 4.2% Mar 2022 68 Cyprus 13.9 52.4% Apr 2022

19 United Kingdom 310.3 10.5% Apr 2022 69 Curaçao and Sint Maarten 13.1 31.5% Mar 2022
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Abstract 

On 11.12.2019 in Brussels the European Commission an

-related 

 a fair and prosperous society, with a 

modern, resource-efficient and competitive economy where there are no net emissions of 

stated in the official communication. But what does the Deal entail? The current paper presents an 

overview of its principles and lines of action. 

 

Key words: climate change, circular economic model, clean energy, sustainable industry, 

sustainable transportation 

JEL Codes: Q50, Q54, Q58 

 

Introduction  

 

The President of the European Commission, Ursula Von der Leyen, sa People are at 

the core of the European Green Deal, our vision to make Europe climate-neutral by 2050. The 

transformation ahead of us is unprecedented. And it will only work if it is just - and if it works for 

all. We will support our people and our regions that need to make bigger efforts in this 

transformation, to make sure that we leave no one behind. The Green Deal comes with important 
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investment needs, which we will turn into investment opportunities. The plan that we present today, 

to mobilise at  

This statement is summarizing a vast number of actions and initiatives in almost every 

sector of the European economy that each actor should take, starting from the individuals and our 

personal behavior, moving to small, medium and large corporations and of course to all the 

member states and all their governing bodies and authorities.  

 

The EU Green Deal: rationale and main policy areas 

 

In 2020 the European Union officially sealed its decisiveness to move collectively towards 

a zero-emissions economy by 2050 by agreeing on the so called Green Deal. This was the apex of 

years of efforts at country level undertaken by several EU member states to counteract the 

phenomena that have been becoming increasingly evident - climate change and pollution along 

with the deepening need for imports of key raw materials.  

The EU is facing the consequences from year-long polluting activities in the area of 

production and transportation, and they are expected to have a severe fallout. The following key 

data shed light on the Union's climate-related issues, according to information revealed by the 

European Environment Agency: 

 Carbon dioxide levels are forecast to double by 2030, with Europe's summer 

temperatures expected to rise by 2-

ozone-depleting gas emissions. 

 Over half of Europe's surface area covered by ecosystems is threatened by 

management issues and stressors. 

 On average, 700,000 hectares of woodland are burned each year in the European 

Union due to fires "frequently induced by socioeconomic causes," resulting in forest 

degradation.99 

The Green Deal envisages the most sizable transformation ever in history to take place in 

 economy so that the most immediate challenges ahead of societies today - pollution and 

resource scarcity - be met.  

                                                           
99 "Problems". European Environment Agency. European Environment Agency. 20 April 2016. 
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To that end, the Deal's primary goal is to transform the European Union into the world's 

first "climate-neutral bloc" by 2050. Its objectives span a variety of industries, including building, 

biodiversity, energy, transportation, and food.100 The versatile aspects of the Green Deal are 

presented in Fig. 1 below. 

 

 

 

 

Fig.  1 The EU Green Deal in a Nutshell. 

Source: https://euinasean.eu/eu-green-deal/ 

 

                                                           
100 "Financing the green transition: The European Green Deal Investment Plan and Just Transition 
Mechanism". European Commission.  
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There are seven large policy areas that the EU has identified for the achievement of the 

Green Deal:101 

 Transformation of the economic model into a circular one, which is considered 

sustainable in the long run 

 Sustainable transport 

 Sustainable industry 

 Clean energy 

 Renovation of buildings for greener lifestyles 

 Working with nature to protect the planet and human health 

 Boosting climate action. 

 

Reshaping the economic model from linear to circular 

The circular economy concept envisages that all materials are reused and waste is 

minimizing in opposition to the existing linear one whereby goods are disposed of on landfills 

after being used thus losing the materials that compose them and building waste that pollutes the 

environment. 

In the course of the years, circular economy action plans (CEAPs  I and II as of 2015 and 

of 2020 respectively) have been adopted by the European Commission in March 2020. The 

European Green Deal is practically based on them. With a shift to a circular economy, the EU 

hopes to lessen the strain on its limited natural resources while also spurring long-term economic 

growth and employment opportunities. The EU's 2050 climate neutrality goal and the halting of 

biodiversity loss are both predicated on it. 

International competitiveness, economic growth, and job creation are all goals of the Plan. 

The CEAP II builds on the circular economy work that has been done since 2015 and focuses on 

resource-intensive industries that have a lot of circularity potential. Key product value chains, such 

as electronics, ICT, batteries, and automobiles, are targeted in the plan, which aims to maintain 

resources in economic cycles for as long as possible. 

                                                           
101 https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal/delivering-european-green-
deal_en#working-with-nature-to-protect-our-planet-and-health 
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Sustainability in transportation 

 

Another objective of the Green Deal is to reduce emissions from transportation. A 

comprehensive strategy focusing on "Sustainable and Smart mobility" is being developed.102 This 

will result in greater use of sustainable and alternative fuels in road, sea, and air transport103 and 

will lead to the establishment of emission limits for combustion-engine vehicles.104 Additionally, 

the strategy attempts to make sustainable alternatives accessible to businesses and the general 

public. As a solution, intelligent traffic management systems and software are being created. The 

modes of freight delivery are intended to be adjusted, with land or water transport being 

preferred.105  

Changes to public transportation are meant to alleviate congestion and pollution. Thus the 

installation of charging stations for electric vehicles aims to increase the adoption of zero-emission 

automobiles.106 

air traffic management to improve flight safety, efficiency, and environmental stewardship.107  

As far as land transport is concerned, the European Commission recommends more 

aggressive targets for a new car and van CO2 emissions reductions:108 

 By 2030, automobile emissions to be cut by 55% 

 By 2030, van emissions must be reduced by 50% 

 By 2035, new automobiles to emit no pollutants. 

Additionally, the Commission works to expand the market for zero- and low-emission 

vehicles. It aims to ensure that citizens have access to the infrastructure necessary to charge these 

cars for both short and long travels. 

                                                           
102 "Carbon Border Adjustment Mechanism". European Parliament 

103  "Legislative train schedule". European Parliament. 

104 "The essentials of the "Green Deal" of the European Commission". Green Facts. Green Facts. 7 January 2020. 

105 "Sustainable mobility". European Commission. European Commission. 11 December 2019.  

106 . "Sustainable mobility". European Commission. European Commission. 11 December 2019.  

107 "Single European Sky". European Commission. European Commission. 21 May 2020.  

108 See: https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal/delivering-european-green-
deal_en#transforming-our-economy-and-societies 
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Also, beginning in 2026, road transport will be covered by carbon trading, which will place 

a price on pollution, encourage the use of cleaner fuels, and reinvest in clean technology.

Apart from that, the Commission proposes carbon pricing for the aviation sector, which 

has benefited from an exemption up to this point. It also proposes to encourage sustainable aviation 

fuels by requiring planes to use sustainable blended fuels for all flights departing from EU airports.

To guarantee that the marine sector contributes fairly to the endeavor to decarbonize the 

EU economy, the Commission proposes that carbon pricing be extended to this sector as well. The 

Commission plans establishing targets for key ports to provide onshore power to vessels, therefore 

lowering the use of harmful fuels that also degrade local air quality. 

 

Sustainable industry 

 

Another area where the EU climate goals can be met is through the implementation of a 

circular economy industrial policy. The EU unveiled their Industrial Strategy in March 2020, with 

the stated goal of "empowering citizens, revitalizing regions, and possessing the finest 

technology."109 This policy area's focal areas include advancing industries' modern characteristics 

and promoting the discovery and establishment of "climate neutral" circular economy-friendly 

goods markets. To this end, "decarbonization and modernization of energy-intensive industries 

such as steel and cement" are required.110  

ed, to set the stage for the 

reduction of material waste. This attempts to ensure that items are reused and that the recycling 

system are strengthened.111  

                                                           
109 "Industrial Policy". European Commission. European Commission. 2020.  

110 "Sustainable Industry". European Commission. European Commission. 11 December 2019.  

111  "The EU releases its Green Deal. Here are the key points". Climate Home 
News. See as well: "Textiles, construction, cars, batteries, electronics, and plastics" are among the materials targeted. 
See also: "The essentials of the "Green Deal" of the European Commission". Green Facts. Green Facts. 7 January 
2020.  
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Clean energy 

As mentioned above, the primary objective of the Green Deal is to achieve climate 

neutrality by 2050. 112 To attain this goal, the EU needs to decarbonize its energy system, aiming 

for "net- 113 The applicable energy directive is designed 

to be reviewed and amended as necessary if issues develop. Numerous other enacted and current 

regulations will also be examined.114 Member states will revise their climate and national energy 

plans in 2023 to ensure they meet the EU 2030 climate goal.115 Among the fundamental principles 

on which the clean energy policy is based are the following: to "prioritize energy efficiency," to 

"build a power sector predominantly based on renewable resources," to ensure affordable energy 

116 

The EU Strategy for Energy System Integration establishes a framework for energy 

transition, which includes initiatives to promote a more circular economy, increased direct 

electrification, and the development of clean fuels (including hydrogen).117 In continuation to this 

policy, the European Clean Hydrogen Alliance has been formed, as hydrogen plays a critical part 

in this seismic transition.118  

 

 

                                                           
 

112 Haines, Andy; Scheelbeek, Pauline (2020). "European Green Deal: a major opportunity for health 
improvement" (PDF). The Lancet. 395 (10233): 1327 1329. doi:10.1016/S0140-6736(20)30109-
4. PMID 32394894. S2CID 211091322. 

113  "The EU releases its Green Deal. Here are the key points". Climate Home 
News.  

114  "The EU releases its Green Deal. Here are the key points". Climate Home 
News.  

115 "Clean Energy". European Commission. European Commission. 11 December 2020. 

116 "Clean Energy". European Commission. European Commission. 11 December 2020. 

117 "EU Strategy for Energy System Integration" (PDF). 

118 Pollet, Mathieu (July 10, 2020). "Explainer: Why is the EU betting on hydrogen for a greener future?". euronews. 
See also: CORKE, Mai Ling (July 6, 2020). "European Clean Hydrogen Alliance". Internal Market, Industry, 
Entrepreneurship and SMEs - European Commission. 
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Renovation of buildings for greener lifestyles 

Maintaining energy efficient, smart building stock is essential part of achieving the Green 

incorporate more renewable energy and to improve their energy efficiency. 

In that direction, the EU Commission has proposed the following actions: 

 The Member States must yearly renovate at least 3% of the total floor area of all 

public buildings and set a target of 49% renewable energy in buildings by 2030.

 Compel the Member States to raise renewable energy use in heating and cooling by

+1.1 percentage points every year until 2030.119 

The Commission will assist in mitigating expenses for those most affected by changes, 

ensuring a fair transition that leaves no one behind. It will offer EUR 72.2 billion in cash over 

seven years for building renovations, zero- and low-emission mobility, and even income support.

 

Boosting climate action 

The physical effects of climate change are already having an effect on the EU economy 

and society, and further temperature rise is already in place. In reality, even the most hopeful 

transition scenario cannot overlook the hazards posed by the physical effects of climate change. 

As a result, scenario makers and methodology suppliers are increasingly focusing their efforts on 

combining transition and physical risk techniques in order to provide a holistic view of climate-

related risk.  

Integration of these two approaches is not straightforward because of the substantial 

dependence of physical and transition paths on location- and sector-specific characteristics. While 

physical risks are highly location-specific and reliant on real temperature change, adaptive capacity 

varies significantly between sectors. Transition risk is highly sector-specific and is associated with 

                                                           
119 See: https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal/delivering-european-green-
deal_en#renovating-buildings-for-greener-lifestyles. 
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politically mandated mitigation measures.120 That is why tacking those risks must be done 

holistically to avoid not capturing cross-sectoral main challenges. 

 

Biodiversity 

Biodiversity is a critical component of natural capital reserves and the products and 

services they create. Biodiversity provides a spectrum of ecosystem services that sustain all 

economic activity, and the current paradigm of economic development is causing it to diminish at 

an unprecedented rate. According to estimates, ecosystems around the world have shrunk by 47% 

in size and condition since pre-industrial times, costing the global economy $479 billion annually 

just to maintain. With current estimates showing that more than half of global GDP is moderately 

or heavily dependent on ecosystem services, these decreases in biodiversity are a signal that action 

has to be made to increase the global economy's resilience to change. 

The new EU 2030 Biodiversity Strategy is a long-term plan for environmental protection 

and ecosystem restoration that is comprehensive, systemic, and ambitious. New pledges, 

benchmarks, goals, and systems for governance are all included in the Strategy, which has the goal 

of restoring Europe's biodiversity by 2030. Its main aspects could be seen in a schematized view 

in the figure below. 

 

Fig. 2. EU Biodiversity Strategy 

Source: https://www.switch-asia.eu/news/the-european-commission-adopts-eu-biodiversity-strategy-2030/ 

 

                                                           
120 The Climate Risk Landscape A comprehensive overview of climate risk assessment methodologies, UNEP FI, 
2020, p.12 
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From Farm to Fork 

Climate change and environmental degradation are exacerbated by the way food systems 

operate at present. Greenhouse gas emissions, air, soil, and water pollution, and biodiversity loss 

are all worsened by the production, processing, retailing, packing, and transportation of food. On 

the other hand, people must be able to make informed decisions about the food they eat. 

Consumers' health and quality of life will improve as a result of the construction of an environment 

that makes it easier for them to pick healthy and sustainable diets based on sustainable food 

systems.121  

The EU has placed its policies targeting climate neutrality in the areas of agriculture, 

fisheries, aquaculture, and the food value chain in a bundle called Farm to Fork Strategy in which 

it has laid down its new approach to achieving a climate-neutral Union by 2050 though the 

contribution of the efforts in these sectors. The main aspects of Farm to Fork are presented in the 

scheme below summarizing the expected outcome of this policy. 

 

Fig. 3. Farm to Fork Main Aspects 

Source: https://opta.bio/2020/09/11/farm-to-fork-action-plan/ 

                                                           
121 See: https://www.switchtogreen.eu/the-eu-green-deal-promoting-a-green-notable-circular-economy/. 
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More specifically, the following objectives are envisaged in the strategy: 

 By 2030, 25% of EU agriculture to be organic. 

 Reduce pesticide use by half by 2030. 

 Reduce fertilizer use by 20% by 2030. 

 Reduce nutrient loss by at least 50%. 

 Reduce the use of antimicrobials in agriculture and aquaculture by half by 2030.

 Create sustainable food labeling. 

 Reduce food waste by 50% by 2030. 

 122 

 

These goals are very ambitions and require the deployment of large-scale efforts across all food-

related industries. Many challenge their viability and forecast that amendments of the goals will 

have to take place in order to be achievable. 

 

Conclusion 

 

Considering the facts presented earlier we could draw the conclusion that, indeed, Europe 
is taking decisive action towards mitigating climate change and the risks that it entails. 

EU attempts to  

1. Hit the problem to its core in a multidimensional way (circular economic model, 
sustainable transport and industry, clean energy, buildings renovation, working with 
nature and boosting the climate action), 

2. 
3. Hit the problem fast setting a rather aggressive time plan for the completion of the 

 
 

This decisiveness is yet to prove its own sustainability given the challenges that appeared recently 
in the horizon with the Russian invasion in Ukraine and the global energy crisi 

                                                           
122 See: "From Farm to Fork". European Commission website. European Union. available under a Creative Commons 
Attribution 4.0 International License. 
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