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The article refers to the issue of the possibility of using taxation as an instrument for achieving 
sustainable development goals, namely – in the field of environmental protection. The author of this 
article proposes her view on tax levers as not only an instrument for stimulating economic growth but also 
an instrument for changing polluters` behavior. It is also noted, that for now already several EU countries 
use tax policy and taxation instruments to achieve the goals of sustainability and environmental policy. 
The author proposes the following promising areas for using tax levers for the purposes of environmental 
protection in Ukraine: establishment of a special (preferential) tax regime for green bonds, reforming 
“green” taxes (environmental and carbon taxes), and developing the ETS (emissions trading system). All 
the identified areas are analyzed from the taxation point of view, in particular – in the context of the barriers 
and perspectives for further development. As stipulated in the article, the development of the green bonds 
market in Ukraine needs incentivizing since one of the significant barriers to its proper development lies 
precisely in the field of taxation. Therefore, given the need to stimulate the use of this financial instrument, 
it would be promising to use such a stimulating lever of tax policy as an exemption from personal income 
tax on income in the form of interest accrued on green bonds. Regarding the issue of “green” taxes in 
Ukraine – the author of the article highlights that such taxes do not fulfill their compensatory and stimulating 
functions, whilst the amount of income from environmental taxation remains insignificant and insufficient 
to finance the necessary environmental protection measures. Therefore, the author proposes to reform 
the environmental taxation in Ukraine by improving mechanisms for spending funds from such taxes 
payments and financing environmental protection measures. Moreover, attention in the article is paid to 
the need for the establishment of separate green funds, as well as the development of the emission trading 
system in Ukraine.
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It is commonly known that all social relations and legal relations is an undoubtedly dynamic 
phenomenon, which is constantly developing in the context of many factors, such as transformative 
changes in the countries` economic systems, the political situation, and the influence of European 
rule-making. One more such transformative factor is also the environmental situation, being a start-
ing point for subsequent changes in state policies, the structure of separate economic sectors, and, 
as a result, the regulatory field. Talking about Ukraine in particular, it must be noted that by signing 
the Association Agreement with the EU, Ukraine confirmed the intention to join efforts to develop 
and strengthen cooperation in various areas, including energy and environmental protection, includ-
ing investments in environmentally friendly goods, services, and technologies [1].

Of course, substantial amounts of money sources should be mobilized to achieve nationally deter-
mined contributions to climate mitigation through the gradual reduction of greenhouse gas emissions 
and an increase in the share of renewable energy sources. All the reforming that has some effect on 
the economic structure, its sectors’ conjuncture, and manufacturing development, simply cannot go 
on without reformatting some budget and tax relations. Thus, it is fair to note, that development 
needs finance, and sustainable development as a strategic goal, as well as transition to it, demands 
a lot of financial sources for investments, which shall provide environmental benefits during the pro-
cess of solving the systematic environmental crisis [2, p. 31]. Moreover, the Paris Agreement in 
Article 2 stipulates, that the regulation of the movement of financial resources within the financial 
system of a country needs to be built in such a way as to ensure not only the performance of the eco-
nomic and social functions of the state but also the protection of the environment and the mitigation 
of climatically negative consequences of economic activity by ensuring the consistency of financial 
flows with the direction of low-carbon and resistant to climate change development [3]. Therefore, 
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according to this thesis, the relevant financial flows shall be directed at investing in projects and pro-
grams aimed at reducing GHG emissions, lending of such projects and programs, and implement-
ing instruments such as green bonds and green funds. And here we are talking precisely about such 
category as green finance, which we propose to consider as financing in the form of investment and/
or lending of technologies, practices, projects, and other objects, the purpose of which is to ensure 
the priorities of sustainable development in the context of environmental protection [4, p. 116].

Talking about taxation, tax policy, and their influence on the development processes, it must be 
noted, that they are and will always remain to be an instrument for reaching a balance between 
the implementation of fiscal consolidation tasks and the creation of conditions for economic progress. 
But now we also talk about taxation and tax policy as instruments for implementation of the sustain-
able development goals. To ensure the requirements of environmental security it is rational and neces-
sary to use the tools of tax policy. As we know, state regulation can be ensured both by administrative 
(power-coercive) methods and economic methods, among which the levers of tax policy, such as tax 
benefits, tax credits for certain types of business activities, "tax holidays" and reductions in tax rates, 
play a crucial role. Thus, in our opinion, taxation shall be used by the public authorities as an instru-
ment of green finance. Since the last one, as we identified earlier, is basically a targeted flow of funds, 
taxation can be used as a tool for targeting such flows of funds to achieve sustainable development 
goals in the context of environmental protection.

For now, several EU Member States use tax policy to achieve environmental policy and sustain-
ability goals. Examples can be taxes designed to alter behavior such as carbon taxes or a plastic bag 
tax, or tax incentives for companies to behave in an environmentally responsible manner, a common 
example across the EU is enhanced depreciation allowances for companies that invest in energy-
efficient equipment [5, p. 4]. As for Ukraine, we identify the following promising areas for using 
tax levers for environmental purposes: establishment of a special (preferential) tax regime for green 
bonds, reforming “green” taxes (environmental and carbon taxes), and developing the ETS (emis-
sions trading system).

According to the provisions of the Law of Ukraine “On Capital Markets and Organized Commod-
ity Markets” (Article 5), green bonds are bonds, the prospectus (decision on the issue, and for state 
bonds of Ukraine – placement conditions) of which provide for the use of the funds raised exclusively 
for financing an environmental project or a separate stage of it [6]. The basis for the allocation of this 
type of bonds is the classification of bonds according to the criterion of the purpose of using the funds 
involved. Accordingly, the purpose of using the funds raised from the issue of green bonds is exclu-
sively to finance “green” projects. The emission of green bonds can be carried out by a person who 
implements or finances an environmental project. As for the entities defined by the Law as potential 
implementers of environmental projects, their closed list consists of the following capital market par-
ticipants: legal entities under private law, the state of Ukraine in the form of authorized bodies, as well 
as the Council of Ministers of the ARC or a representative body of local self-government. According 
to Art. 3 of the Law, environmental projects can be financed by three groups of subjects – interna-
tional financial organizations, private legal entities, and specialized financial institutions established 
by the Cabinet of Ministers of Ukraine or another specially authorized body [6].

As for the taxation of green bonds in Ukraine, according to the provisions of the Tax Code 
of Ukraine, transactions with securities, other than state securities, are taxed. As it is stipulated in 
paragraph 164.2.9 clause 164.2 of Art. 164 of the Tax Code of Ukraine the taxable income of the indi-
vidual income of taxpayers includes investment income obtained as a result of transactions with secu-
rities. The earnings from transactions with securities mean the number of funds or the value of prop-
erty received (accrued) by the taxpayer from the sale, exchange, redemption by the issuer, repayment, 
or other methods of alienation of securities, as well as the value of any tangible or intangible assets 
that transferred to the taxpayer in connection with such transactions [7].

Here it must be mentioned, that the development of the green bonds market in Ukraine needs 
incentivizing since one of the significant barriers to its proper development lies precisely in the field 
of taxation. Therefore, given the need to stimulate the use of this new financial instrument, it would 
be promising to use such a stimulating lever of tax policy as an exemption from personal income tax 
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on income in the form of interest accrued on green bonds. By analogy, an example of domestic state 
loan bonds can be given: the total monthly (annual) taxable income of a taxpayer does not include 
income received in the form of interest accrued on domestic state loan bonds issued by the Ministry 
of Finance of Ukraine, and investment profit from operations with these securities, i.e. not subject to 
personal income tax [7].

As for environmental and carbon taxes (the last one is a component of environmental tax), in 
general, they were supposed to become a tool for influencing the activities of business entities to pre-
serve the environment, minimize harmful effects, and encourage business entities to reduce environ-
mental pollution. But it is not quite so: today, the environmental tax does not fulfill its compensatory 
and stimulating functions, and the business community perceives the increase in taxes as an addi-
tional fiscal burden. At the same time, the amount of income from environmental taxation remains 
insignificant and insufficient to finance the necessary environmental protection measures. Moreover, 
the constant change in the proportions of the allocation of funds from the payment of the environmen-
tal tax and carbon tax between state and local budgets and between special and general budget funds 
makes it impossible to form a consistent policy for environmental protection activities.

Thus, it would be rational to reform the environmental taxation in Ukraine by improving mecha-
nisms for spending funds from environmental tax payments and financing environmental protec-
tion measures. The main idea here would be to partially change the flow of funds accumulated in 
the form of environmental tax (including carbon tax) payments to the direction of the special fund 
of the budget.

In addition, it is believed that it would also be rational to establish a few green funds in Ukraine 
as separate from the budget system legal entities, which would accumulate money from environ-
mental and carbon tax payments or other payments for pollution [8], and then relocate such funds 
to the Ukrainian private entities that want to spend some money on environmental modernization 
of their own assets. Therefore, this way it would be possible to fix the problem with the “diluting” 
of funds in the general state budget fund, as well as stimulate the transition to renewable energy 
sources. In addition, the establishment of such green funds complies with the best practice worldwide.

And last but not least the promising area is the development of ETS in Ukraine. It must be noted, 
that in the EU the European Emissions Trading System (EU ETS) is based on EU Directive 2003/87/
EC and has been operating on the cap-and-trade principle since 2005 [9]. Such a system covers 
the energy, production, and processing of ferrous metals, the extractive industry, and the pulp and paper 
industry. The concept of the ETS is quite simple but has proven to be efficient and justified: the ones 
who pollute the environment and harmfully affect climate change, pay. And those, who make a differ-
ence by preserving the environment and making it cleaner, get a reward in the form of compensation.

In Ukraine, since 2021, the Law of Ukraine "On the Principles of Monitoring, Reporting, 
and Verification of Greenhouse Gas Emissions" has entered into force, which defines the legal 
and organizational principles of monitoring, reporting, and verification of greenhouse gas emissions 
and is aimed at fulfilling Ukraine's obligations under international treaties, consent to obligations 
the validity of which is granted by the Verkhovna Rada of Ukraine [10]. Nevertheless, for now, the mon-
itoring of emissions “on the pipe” introduced by the Ministry for environmental protection and natural 
resources of Ukraine [11] does not fully comply with Ukrainian obligations in regard to the European 
integration process. This monitoring will be started only 5 years after canceling martial law, and only 
new sources of air emissions will be monitored. Therefore, such a solution did not please the eco-com-
munity in Ukraine, which is still waiting for a real breakthrough in the relevant matter.

Therefore, we would say in conclusion that, keeping in mind the need to maintain the balance 
between economic growth and preserving the environment, special attention should be paid to imple-
menting green finance instruments in Ukraine, especially – tax levers. Taxation can perform a double 
function in the context of environmental protection: as a “punishment” (implementation of the prin-
ciple “polluter pays”) and as an incentive (e.g., establishing preferential tax regimes for specific 
operations). In our opinion, the most promising areas for using taxation as an instrument of green 
finance are the following: favorable taxation of green bonds, reforming environmental and carbon 
tax, developing special green funds, as well as developing the emissions trading system in Ukraine.
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Дубко А. S. Оподаткування у сфері зелених фінансів як інструмент захисту 
навколишнього середовища

У статті розглядається питання можливості використання оподаткування як інструменту 
досягнення цілей сталого розвитку, а саме – у сфері охорони навколишнього середовища. Авторка 
цієї статті пропонує свій погляд на податкові важелі як інструмент не лише стимулювання 
економічного зростання, а й інструмент зміни поведінки забруднювачів. Також зазначається, 
що наразі вже кілька країн-членів Європейського Союзу використовують податкову політику 
та інструменти оподаткування для досягнення цілей сталого розвитку та екологічної політики. 
Автором запропоновано наступні перспективні напрями використання податкових важелів для 
цілей охорони навколишнього середовища в Україні: встановлення спеціального (пільгового) режиму 
оподаткування зелених облігацій, реформування «зелених» податків (екологічного та вуглецевого) 
та розвиток системи торгівлі викидами. Усі визначені сфери проаналізовано з точки зору 
оподаткування, зокрема – у контексті бар’єрів та перспектив подальшого розвитку. Як зазначено 
у статті, розвиток ринку зелених облігацій в Україні потребує стимулювання, оскільки одним із 
суттєвих бар’єрів для його належного розвитку є саме сфера оподаткування. Тому, враховуючи 
необхідність стимулювання використання цього фінансового інструменту, перспективним буде 
використання такого стимулюючого важеля податкової політики, як звільнення від оподаткування 
ПДФО доходів у вигляді процентів, нарахованих за зеленими облігаціями. Стосовно питання 
«зелених» податків в Україні – авторка статті наголошує, що такі податки не виконують своїх 
компенсаційних та стимулюючих функцій, а обсяг надходжень від екологічного оподаткування 
залишається незначним та недостатнім для фінансування необхідних природоохоронних 
заходів. Тому автором пропонується реформувати екологічне оподаткування в Україні шляхом 
вдосконалення механізмів витрачання коштів від сплати таких податків та фінансування 
природоохоронних заходів. Крім того, у статті приділено увагу необхідності створення окремих 
«зелених» фондів, а також розвитку системи торгівлі викидами в Україні.

Ключові слова: зелені фінанси, оподаткування, захист навколишнього середовища, податкові 
важелі, сталий розвиток, екологічне оподаткування, зелені облігації, зелені фонди, система 
торгівлі викидами.


