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HOW THE CSRD FITS WITHIN THE GREEN DEAL

/A OVERVIEW

The Corporate Sustainability Reporting Directive (CSRD) is a pivotal component of the European
Union’s ambitious Green Deal, aimed at making Europe the first climate-neutral continent by
2050. The Green Deal encompasses a wide range of policies and initiatives designed to foster a
sustainable, resource-efficient, and competitive economy. The CSRD, as a key regulatory
framework, plays a crucial role in advancing these goals by enhancing corporate transparency
and accountability in sustainability reporting.

N\ DETAILS

Enhancing Transparency and Accountability

The CSRD mandates that companies provide detailed and reliable information on their
sustainability practices, impacts, and risks. This increased transparency is fundamental to the
Green Deal's objective of promoting a circular and climate-neutral economy. By requiring
companies to disclose their environmental, social, and governance (ESG) performance, the
CSRD ensures that stakeholders, including investors, policymakers, and the public, have access
to comparable and verifiable data. This level of transparency is essential for driving informed
decision-making and fostering trust in corporate sustainability efforts.
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Supporting Sustainable Finance

One of the critical elements of the Green Deal is the mobilisation of sustainable finance to
support the transition to a green economy. The CSRD contributes to this by providing the
necessary data for investors to evaluate the sustainability performance of companies. With
standardised reporting requirements, investors can better assess ESG risks and opportunities,
leading to more informed investment decisions. This alignment between corporate reporting and
sustainable finance is crucial for channelling capital towards projects and companies that
contribute to the Green Deal's environmental and social objectives.

Promoting Corporate Responsibility

The Green Deal emphasises the need for businesses to take greater responsibility for their
environmental and social impacts. The CSRD reinforces this by expanding the scope of
companies required to report on their sustainability practices, including both large companies and
listed SMEs. This broadening of scope ensures that more businesses are held accountable for
their contributions to sustainability goals. The CSRD also requires companies to conduct double
materiality assessments, considering both the impact of the environment and society on the
company and the impact of the company on the environment and society. This dual perspective
is critical for comprehensive sustainability reporting and aligns with the Green Deal’s holistic
approach to environmental and social governance.

Driving Innovation and Competitiveness

The Green Deal aims to foster innovation and competitiveness within the European economy. By
requiring companies to disclose their sustainability practices, the CSRD encourages businesses
to innovate and adopt more sustainable practices. Transparent reporting can highlight areas
where companies can improve their environmental performance, leading to the development of
new technologies and processes. This drive for innovation not only helps companies reduce their
environmental footprint but also enhances their competitiveness in a market increasingly driven
by sustainability considerations.

Aligning with Broader Policy Goals

The CSRD is designed to align with other EU sustainability initiatives, creating a coherent and
integrated regulatory environment. It complements other key elements of the Green Deal, such
as the EU Taxonomy for sustainable activities and the Sustainable Finance Disclosure
Regulation (SFDR). This alignment ensures that sustainability reporting under the CSRD
supports broader policy goals, providing a consistent framework for assessing and reporting on
sustainability across different sectors and regulatory contexts.

In summary, the CSRD is a critical instrument within the EU Green Deal, enhancing corporate
transparency, supporting sustainable finance, promoting corporate responsibility, driving
innovation, and aligning with broader policy objectives. By embedding rigorous sustainability
reporting requirements into corporate governance, the CSRD helps pave the way for a more
sustainable and resilient European economy.

For more detailed information on the CSRD and its role within the Green Deal, please refer to the
European Financial Reporting Advisory Group (EFRAG) website, or alternatively, contact us at
info@envisionas.com.
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