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Europe’s
sustainability reset

Ambition under pressure

BRINE:
2l 2AS
I WE
- ]
= i i
2 l -
EEEET =
3 =
. s

s -

I e
i (L LI il

i




Introduction

The end of a one-way street

The European Union’s sustainability policy landscape
is entering a decisive, more volatile phase. For over a
decade, businesses could rely on a single,
predictable direction of travel, characterised by
steadily rising environmental and social ambitions,
codified through successive legislative packages and
underpinned by a broad political consensus. That era
was defined by increased clarity, as regulations
would tighten, disclosure obligations would expand
and transition timelines would shorten.

The launch of the European Green Deal in 2019
marked the high point of this momentum. It was
unprecedented in both scope and integration.
Between 2020 and 2023, the pace was relentless.
The EU’s status as a global sustainability standard-
setter seemed unassailable, shaping corporate
behaviour far beyond its borders. However, over the
past 18 months, fractures have appeared in the
political consensus. The language in Commission
communications, Council conclusions and Member
State statements has shifted markedly.
“Proportionality”, "burden reduction” and
“competitiveness” have re-entered the EU policy
lexicon with new force. In some domains, regulatory
acceleration continues whilst in others, timelines are
stretched, enforcement is softened or ambitions are
quietly trimmed.

What is emerging is not an abandonment of the
Green Deal’s goals, but a recalibration of its delivery.
The European sustainability framework’s
implementation is now shaped as much by industrial
strategy, energy security and geopolitical positioning
as by pure environmental urgency.

The result is a mixed-speed policy environment in which
ambition and retrenchment coexist and where strategic
priorities are redefined around the nexus of
competitiveness, resilience and climate action.

For sustainability leaders and corporate management,
this shift marks the end of the linear compliance
playbook. The challenge now is to navigate a dynamic,
politically contested space where the sequencing, scope
and enforcement of measures can shift quickly and
where advantage will flow to those able to interpret
political signals early, allocate resources adaptively and
maintain strategic direction through policy turbulence.

This whitepaper explores Europe’s sustainability reset
and what it means for business strategy and
governance. Specific focus is placed upon:

¢ The forces reshaping the EU sustainability agenda and
why competitiveness and resilience now drive policy
prioritisation and how ambition and restraint coexist
within the same framework.

« Where regulatory momentum is accelerating and
which measures are slowing, deferred or fragmented
across member states.

* Strategic implications for business and how to
operate confidently across uneven regulatory tempos
and avoid being caught off-guard by sudden shifts.




The Clean Industrial Deal

Where green ambition meets
industrial strategy

The Clean Industrial Deal is the EU’s attempt to
reconcile climate ambition with industrial
competitiveness in a turbulent decade. Building on the
European Green Deal but reframed through the lenses
of strategic autonomy, energy security and global clean-
tech rivalry, it channels political and financial capital
toward sectors deemed critical for both the green
transition and Europe’s economic resilience.

At its core, the Clean Industrial Deal prioritises:

e Scaling low-carbon manufacturing in areas such as
batteries, hydrogen and green steel.

* Accelerating renewable energy and grid
modernisation to cut dependence on imported
fossil fuels.

* Securing critical raw materials through domestic
extraction, recycling and diversified trade
partnerships.

e Streamlining permitting and regulation to fast-track
investment into strategic technologies and
infrastructure.

Its importance lies not only in funding or permitting
reforms but in its role as a policy signal. It confirms that
the EU’s sustainability agenda is no longer only about
environmental protection and societal equality, but that
it is now anchored in the competitiveness-resilience
nexus. Climate policy is reframed as industrial policy and
companies positioned in priority sectors stand to benefit
from preferential investment flows, regulatory support
and enhanced market access.

For businesses outside the core focus, the Clean
Industrial Deal also carries implications. By defining
which areas are strategically protected and accelerated,
it indirectly signals which sustainability measures may
face delay, dilution or fragmentation. In this way, it acts
as both a catalyst for green industrial growth and a filter
shaping the dual-speed trajectory of the broader EU
sustainability landscape.



1. The pushback

Deregulation and the

competitiveness narrative

The shift away from the linear momentum of the early
Green Deal years is not accidental or isolated. It reflects
a deeper political recalibration inside the EU, where
sustainability ambition is increasingly weighed against
short-term industrial resilience and electoral realities.

A key accelerant of this recalibration has been the policy
agenda set by the Draghi Report on European
Competitiveness and the EU Competitiveness
Compass. Both crystallise a narrative in which industrial
strength, technological sovereignty and energy security
are positioned as Europe’s overriding strategic priorities.
In this framing, sustainability remains important but only
insofar as it contributes to resilience and
competitiveness.

Where the first phase of the Green Deal drew strength
from a narrative of alignment, climate ambition as an
enabler of competitiveness and long-term prosperity,
the current phase is marked by tension. Industrial
lobbies, agricultural interests and cost-sensitive member
states are pressing harder and policymakers are more
receptive to these voices.

The Draghi Report and Competitiveness Compass have
effectively legitimised this shift by embedding
competitiveness metrics alongside climate goals in the
EU’s strategic framework.

It is important to note, however, that the
recalibration is not about abandoning sustainability
but about sequencing and softening measures to
protect Europe’s industrial and social fabric during a
volatile decade.

The clearest sign of this recalibration has come with
the 2025 Omnibus package, which has directly
reshaped several cornerstone sustainability policies.
For the CSRD, deadlines have been pushed back,
reporting thresholds raised and the ESRS adapted.
Similarly, the CSDDD has been narrowed in scope,
now applying primarily to the largest multinational
companies.

While officially presented as technical adjustments to
reduce administrative burden, the political subtext is
clear. The Omnibus has recast these measures not
primarily as sustainability safeguards, but as
instruments that must serve industrial resilience and
growth.

The narrowing is not simply the result of lobbying
pressure, but part of a wider policy repositioning
that ensures the disclosure and due diligence
obligations do not undermine competitiveness for
EFurope’s smaller and more vulnerable enterprises.
Other areas tell the same story. This reflects the
Draghi framing that resilience must be built without
sacrificing industrial dynamism.




The emerging pattern: Competitiveness as
the new filter

Taken in isolation, each adjustment to reporting
standards, narrowing the due diligence scope, softening
environmental targets or recalibrating industrial
priorities can be justified as pragmatic fine-tuning.
Policymakers emphasise administrative capacity, cost
concerns or sectoral readiness. None of these steps
dismantles the EU’s sustainability architecture.

Yet when viewed together, a deeper pattern emerges.
The Green Deal’s early years were characterised by a
one-way escalation, where once a sustainability policy
was tabled, political momentum typically strengthened
it during negotiations. The underlying assumption was
that environmental ambition and competitiveness were
mutually reinforcing. Today, that assumption has been
fundamentally rebalanced. Climate and social ambition
must now pass through a “competitiveness filter”. Three
dynamics explain this change:

Business influence reframed through competitiveness.
Industry groups are not simply lobbying against cost,
they are aligning their arguments with the Draghi
narrative that Europe must protect its industrial base to
remain globally competitive. By positioning regulatory
burden as a threat to strategic autonomy, they have
become more persuasive in both Brussels and

national capitals.

Electoral politics recast around resilience.

With cost-of-living and employment concerns
dominating political cycles, policymakers increasingly
adopt the language of proportionality and burden
reduction. Here too, the Competitiveness Compass
provides political cover, allowing governments to justify
delays or softening as recalibrations to protect
households and industries during turbulent times, rather
than retreats from ambition.

Economic headwinds as policy sequencers.

Energy price volatility, inflation and trade tensions have
elevated resilience and autonomy to the same tier as
climate action. The Draghi Report framed these
explicitly as preconditions for long-term sustainability. In
practice, this means some green measures are slowed or
sequenced later, while those tied directly to energy
security or industrial strength move ahead.

This shift does not mean the EU is abandoning its
climate neutrality target, biodiversity commitments or
social ambitions. Those pillars remain. But the pace,
scope and sequencing of policy are now systematically
moderated by competitiveness considerations. For
businesses, the implication is that regulatory text as
written can no longer be read at face value. The critical
question is not only what the legislation says but how its
implementation will be filtered through the evolving
competitiveness- resilience calculus.




Policy whiplash and misaligned bets

The volatility shaping the EU’s sustainability
policy landscape is not an abstract political
concern. It has immediate and measurable
consequences for corporate strategy, investment
planning and competitive positioning. Today,
companies must contend with policy whiplash, i.e.
abrupt shifts in pace, scope or enforcement that
can undermine business cases, disrupt capital
allocation and erode stakeholder confidence. The
strategic risk lies not only in lagging behind
regulation, but equally in making bets on the
wrong direction of travel.

¢ Over-preparedness risk: cost without competitive
return. In certain industries, companies have moved
aggressively to align with anticipated regulation,
only to see those requirements delayed, softened or
abandoned altogether. The result is often a
compliance infrastructure that increases operating
costs without delivering a competitive or
reputational return.

¢ Under-preparedness risk: exposure and reputation
damage. The inverse of over-preparedness is failing
to act early enough in policy areas that later
accelerate. What appears politically stalled can regain
momentum overnight, triggered by a climate disaster,
a shift in parliamentary composition or a sudden
surge in public pressure.

¢ Fragmentation risk: the Single Market without a
single rulebook. Divergence between member states
is not new, but the current policy climate makes it
more persistent and, in some cases, more extreme.
For companies operating across borders, this means
navigating multiple, and sometimes conflicting,
regulatory interpretations.

¢ Investor confidence risk: the signaling effect of
volatility. Regulatory predictability is a cornerstone of
investor confidence in sustainability-linked projects.
When policy signals are inconsistent or erratic, it can
undermine capital market confidence in the EU’s
transition trajectory. This, in turn, can affect financing
terms, delay project approvals and reduce investor
appetite for long-term commitments.

In summary, the strategic risks emerging from the
EU’s shifting sustainability policy landscape are
multidirectional. Companies can misstep by
overestimating ambition, underestimating it,
misreading national divergences or hesitating in
the face of opportunity. Navigating this reality
requires more than compliance expertise. It
demands a governance model and corporate
culture that value strategic adaptability, the ability
to pivot with speed and precision as policy winds
change.



2. Volatility as the new norm

Key drivers shaping the sustainability
landscape in the coming years

The coexistence of acceleration in some areas and
retrenchment in others has created a fundamentally
different operating environment for corporate
sustainability strategy. The early years of the European
Green Deal fostered a relatively linear mindset, in that
once a legislative proposal was introduced, businesses
could assume the final outcome would be at least as
ambitious as the initial draft and that implementation
timelines would be largely predictable. That
predictability is now gone.

Today, the defining characteristic of the EU’s
sustainability landscape is volatility. Policies are not
simply moving faster or slower but are being reshaped
mid-course, with changes in scope, sequencing and
enforcement that can materially alter their impact on
business planning. A regulation that appears to be
stalling can suddenly accelerate following a crisis.
Conversely, a measure seen as politically “locked in” can
be diluted, delayed or re-sequenced.

In the coming years, the EU’s sustainability agenda will
not evolve along a single, predictable path. Instead, ts
shape and pace will be determined by a series of
interconnected flashpoints, e.g. political moments,
market shifts, geopolitical crises and environmental
events that can rapidly alter the balance between
ambition and caution.

These moments will rarely operate in isolation. A
geopolitical dispute can trigger economic slowdown, a
climate disaster can shift public sentiment overnight and
capacity constraints can undermine enforcement even
in high-ambition contexts. For companies, the real
challenge is not forecasting which flashpoint will occur
but building the capability to adapt when several occur
at once.

1. The shifting dynamics of
European politics

While the European Parliament and Commission remain
the institutional anchors of the EU policy cycle, their
direction for the next four years is largely set following
the 2024 elections and the new College of
Commissioners taking office. The more immediate
volatility in sustainability policymaking is now emanating
from national political landscapes across Europe, where
domestic elections, coalition dynamics and populist
pressures are reshaping the boundaries of ambition.

Across the continent, governments face the dual
challenge of maintaining credibility on climate and
sustainability commitments while responding to acute
economic and social concerns. In states with strong
industrial lobbies such as Germany, Poland and Italy,
pressure has mounted to delay or soften EU-level
obligations that raise costs for energy-intensive
industries or risk accelerating deindustrialisation.
Agricultural protests in France and the Netherlands
illustrate how targeted social movements can quickly
force national leaders to call for exemptions, delays, or
outright revisions to flagship EU initiatives such as the
Nature Restoration Law or pesticide reduction targets.

At the same time, national-level elections and coalition
negotiations create ripple effects in Brussels. A
rightward shift in one or two large member states can
weaken the political centre of gravity on sustainability-
related legislation, emboldening others to seek
derogations or slower implementation. The result is a
patchwork of national positions feeding into EU
decision-making. While the Parliament may project
stability, Council negotiations are increasingly shaped by
fragmented domestic politics. This not only slows
legislative processes but also drives uneven
enforcement, as governments prioritise political survival
at home over consistent application of EU rules.

Implications for business

The centre of gravity for sustainability risk and
opportunity is shifting closer to national capitals.
Companies that only track Brussels risk being
blindsided by political developments in Berlin, Paris,
Warsaw or Rome that reshape EU negotiations or
distort enforcement at the member-state level.
Effective strategy now requires dual-level
monitoring, i.e. anticipating EU institutional cycles
while also mapping the domestic political currents
that can accelerate, dilute or stall sustainability
regulation at its implementation stage.



2. Economic performance and
industrial health

Macroeconomic conditions remain one of the most
powerful forces shaping the EU’s sustainability policy
agenda and. in a sluggish economy, the political and
regulatory landscape shifts in ways that can
fundamentally alter timelines and expectations.

When economic growth stalls, unemployment rises and
energy or commodity prices spike, the political calculus
changes. Policymakers face mounting pressure from
industry groups, trade unions and regional governments
to shield energy-intensive, export-exposed and
strategically sensitive sectors from additional cost
burdens. In such an environment, the appetite for
pushing forward with ambitious sustainability measures
diminishes sharply. Regulatory deadlines may be
extended, enforcement scaled back or binding
requirements recast as voluntary guidelines.

While these adjustments can ease short-term
compliance costs, they carry a hidden risk via a deferred
regulatory surge. Measures delayed in a downturn rarely
disappear but resurface when political and economic
conditions improve, often with compressed timelines to
“make up for lost time.”

Implications for business

In a weak economy, lower near-term compliance
expenditure can mask the long-term risks created
by delayed action. Companies that treat the
slowdown as an opportunity to consolidate
efficiency, strengthen resilience and maintain
progress toward ambitious sustainability targets
will be better positioned to handle the inevitable
policy acceleration that follows recovery. By
contrast, those that pause or scale back may face
steep costs, operational disruption and
reputational damage when the catch-up phase
compresses compliance timelines and raises
expectations almost overnight.

3. Geopolitical shocks and supply chain
realignments

Geopolitics has become an embedded, unpredictable
variable in the EU’s sustainability and industrial policy
calculus, shaping not only trade and investment flows
but also the sequencing and ambition of regulatory
measures. Strategic competition, sanctions regimes

and trade disputes can change the operating
environment for European businesses far faster than
domestic policy cycles.

Tensions with China over solar panels, electric vehicles
or rare earth exports could quickly force the EU to
accelerate domestic manufacturing capacity, expand
strategic stockpiling and prioritise resource
independence over incremental sustainability
sequencing. Across the Atlantic, U.S. tariff escalations
could fragment transatlantic supply chains, erode cost
advantages and create overlapping but inconsistent
regulatory demands. Meanwhile, ongoing hostilities with
Russia continue to reverberate through European
energy and commodity markets. Risks range from
targeted sabotage of energy infrastructure and
transport corridors to extended sanctions on critical raw
materials such as nickel, palladium or fertilisers. The
resulting disruption to trade routes, sourcing patterns
and price stability has already accelerated moves
toward nearshoring, “friendshoring” and diversification,
trends likely to intensify as security concerns take
precedence over lowest-cost sourcing models.

Implications for business

Geopolitical shocks tend to accelerate industrial
policy objectives but simultaneously disrupt the
availability and affordability of critical inputs.
Companies that build adaptive capacity through
diversified sourcing, investment in recycling and
substitution technologies and deep visibility into
supplier networks will also be more resilient to
sudden policy and market shifts. Those slow to
adapt risk seeing input costs spike, margins
compressed, and market access curtailed as trade
policy and security concerns reshape the
competitive landscape.

4. Climate and environmental events

Severe climate and environmental events have a unique
capacity to reorder political and regulatory priorities
almost overnight. Unlike slower-moving policy debates,
these crises arrive with high visibility, measurable human
and economic costs and an urgency that makes delay
politically untenable. A summer of extreme wildfires
across southern Europe, for example, can overwhelm
emergency response systems, displace communities
and devastate tourism and agriculture. Multi-country
flooding events may paralyse transport networks,
disrupt supply chains, and trigger cross-border
coordination crises.



Events of this scale typically trigger a powerful

combination of public mandate and political momentum.

Dramatic imagery, economic losses and visible human
suffering mobilise public opinion, pushing environmental
issues to the top of the political agenda regardless of
prior resistance. At the same time, governments often
accelerate previously stalled or contentious measures,
implementing them under compressed legislative and
compliance timelines as a demonstration of decisive
leadership.

For companies, the operational disruption is only the
first wave of impact. The more enduring conseqguence is
the regulatory aftershock, a sudden acceleration of
environmental legislation in the months following the
event. The interconnected nature of climate-driven
legislative surges compounds the challenge. A flood
disaster, for instance, might accelerate resilience
planning requirements for construction, tighten
floodplain zoning regulations, prompt reforms in the
insurance market and strengthen biodiversity protection
measures, all of which can ripple across multiple sectors
and value chains

Implications for business

Severe climate events create unavoidable
operational disruption to assets, operations and
supply chains, but the longer-term strategic
impact comes from the legislative acceleration
that follows. This acceleration can occur within
months rather than years, forcing companies to
comply rapidly with measures that were previously
seen as lower priority.

Businesses that maintain preparedness in
politically “stalled” policy domains effectively build
an insurance policy against sudden compliance
compression. Those that fail to anticipate this shift
may face higher costs, operational strain, and lost
competitiveness when environmental crises reset
the pace and scope of regulatory change.

5. Public sentiment and social license

Public opinion has become a decisive force in shaping
the direction, speed and enforcement of sustainability
policy. It can accelerate political ambition just as quickly
as it can stall or reverse it. In periods of economic strain,
rising cost-of-living pressures often fuel resistance to
environmental or social measures perceived to raise
prices, limit consumer choice or threaten jobs in legacy
industries. In such climates, even well-designed policies
may face political rollback or dilution if they are seen to
deepen economic hardship.

Conversely, concentrated waves of public concern, often
catalysed by well-organised activist campaigns, high-
profile shareholder revolts, or social media movements,
can rapidly revive momentum for ambitious
sustainability measures that had been delayed or
deprioritised. Public mobilisation around sustainability
agendas can shift the political conversation within
weeks, bringing dormant legislation back onto the
agenda and compelling faster enforcement.

The media plays an outsized role in this dynamic.
Emotional, visual narratives, from footage of climate
disasters to investigative exposés of corporate
malpractice, can move public opinion more powerfully
than technical policy arguments. The same is true for
positive stories. Visible examples of corporate leadership
on social or environmental issues can inspire favourable
coverage, attract talent and build consumer loyalty, all
of which strengthen a company’s resilience to future
sentiment shifts.

Implications for business

Corporate reputation and social trust are
increasingly intertwined with regulatory risk
exposure. Companies that communicate clearly,
demonstrate tangible societal benefits, and
engage stakeholders openly are more likely to
maintain stability when public sentiment turns
volatile. Those viewed as blocking progress or
engaging in performative sustainability risk facing
a dual blow in the erosion of brand equity in the
marketplace and heightened scrutiny or
unfavourable treatment from policymakers
responding to public pressure.

6. Finance and capital market
regulation shifts

The EU’s sustainable finance architecture has become a
powerful gatekeeper for how and where capital is
deployed. Its design directly influences the cost of
capital, investor allocation strategies and the relative
competitiveness of sustainability-linked investments.

Shifts in this framework can recalibrate investment
economics with remarkable speed. Stricter revisions to
SFDR classifications, particularly the criteria for Article 8
and Article 9 funds, could trigger widespread fund re-
labelling, altering the flow of institutional capital toward
projects and sectors that meet more demanding
thresholds for sustainability performance and disclosure.



Conversely, any loosening of rules, whether by
broadening definitions, lowering disclosure burdens or
increasing flexibility in fund classification, could dilute
the market signal for transition leaders. These risks
reduce the premium investors are currently willing to
pay for high-integrity sustainability performance,
potentially crowding credible leaders and laggards into
the same category.

The capital market impact is compounded by interaction
effects with other policy domains such as shifts in
prudential rules for banks and insurers, ESG rating
methodologies or climate stress-testing frameworks, all
of which can amplify or blunt the impact of EU-level
financial regulation changes.

In this new reality, the challenge is not only to
understand what the rules are today, but to map how
they might change and under what triggers. For
corporate leaders, this requires a blend of regulatory
monitoring, political intelligence, and scenario planning
that extends well beyond the compliance department.
Volatility is not a passing phase but now a structural
feature of the EU’s sustainability policy landscape for the
foreseeable future.

Implications for business

Tightening definitions in sustainable finance
frameworks will favour companies that already
exceed baseline sustainability standards,
rewarding them with better access to capital,
more favourable financing terms and stronger
investor demand. By contrast, a loosening of
definitions may erode the distinction between
leaders and laggards, making it harder for high-
performing companies to monetise their
sustainability leadership in capital markets.

In either case, monitoring changes in financial
regulation has become as integral to corporate
strategy as tracking operational or product-
specific regulation, given the direct influence these
shifts have on the cost of capital, the availability of
funding, and the strength of investor relationships.
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s globalisation ending?
The rise of strategic regionalism

The past three decades of hyper-globalisation were
characterised by deep, complex and often fragile
interdependencies between economies. This era is
not disappearing overnight, but it is undergoing a
profound transformation. The emerging model is one
of strategic regionalism, a world in which economic
ties are increasingly shaped by geopolitical
alignment, resource security and the imperative to
reduce systemic vulnerabilities.

Key drivers of the shift

Geopolitical fragmentation. The global order is
increasingly multipolar and competitive. The U.S.-
China strategic rivalry is deepening, with decoupling
evident in technology, trade and investment. The war
in Ukraine has redrawn energy maps, strengthened
NATO cohesion and driven the EU to reconsider its
dependencies on authoritarian regimes for critical
resources

Supply chain vulnerabilities. The disruptions of recent
years have exposed the fragility of extended supply
chains. Critical chokepoints in raw materials,
components and logistics have made just-in-time
models less viable.

Energy security and climate risk. The race to
secure clean, affordable and reliable energy is
reshaping

geopolitical priorities. Regional clean energy
development is as much about industrial
competitiveness as it is about emissions reduction.
Climate adaptation is also increasingly localised, with
regions pursuing bespoke infrastructure and resilience
strategies to address their unique risk profiles.

What this means for sustainability

Nearshoring for resilience. Companies are reassessing
the geography of their value chains, prioritising
resilience over pure cost efficiency. Nearshoring and
reshoring, once considered costly or protectionist, are
now framed as risk management tools.

Increased scrutiny of global value chains.
Sustainability is no longer evaluated solely at the
company level, it extends to every tier of the supply
chain. From Scope 3 emissions reporting to human
rights performance, firms must provide credible proof
of how suppliers operate.

Rethinking material flows. As material sovereignty
becomes a strategic concern, circular economy
strategies are gaining new relevance. Instead of relying
on imported raw materials, regions are seeking to
recover, recycle and remanufacture within their borders.



3. Ambition and restraint

The shape of Europe’s uneven

sustainability future

Europe’s sustainability agenda has entered a new phase
defined not by steady acceleration, but by uneven
momentum. The early Green Deal years created an
impression of inevitability, an upward trajectory of ever-
deepening sustainability ambition, codified into binding
regulation and reinforced by broad political consensus.
Today, that consensus is fractured. Industrial pressures,
electoral politics and global competition are reshaping
the way sustainability is advanced. The result is a
transition marked as much by restraint as by ambition, a
political economy where progress accelerates in some
domains while slowing or fragmenting in others.

Why uneven momentum is the new normal

Europe’s sustainability frameworks have become part of

the Union’s economic operating system. Climate targets,

disclosure rules and industrial transition plans are not
peripheral initiatives that can be quietly shelved, they
are embedded in trade defence tools, in finance and
industrial strategy. Rolling them back wholesale would
undermine not only sustainability ambition but Europe’s
energy security and competitive positioning in a world
increasingly defined by clean-tech rivalries.

Yet while the architecture is durable, its advance is
uneven. Political realities make it too costly to push
every strand of the Green Deal at once. High energy
prices, inflationary pressures and electoral sensitivities,
particularly around agriculture, consumer costs and
industrial competitiveness, limit the bandwidth of

policymakers. They must constantly balance between
securing Europe’s long-term transition leadership and
shielding households and businesses from near-term
disruption. This tension has become the defining
characteristic of the European model, where ambition
survives but in calibrated form.

Sustainability is being recast not as an abstract moral
imperative but as an instrument of industrial
modernisation, resilience and autonomy. In this new
framing, policies that simultaneously deliver on climate
targets and strengthen Europe’s economic base. For
example, the renewable deployment, grid modernisation
and raw materials strategy, will get strong political
momentum and investment backing. By contrast,
measures that impose diffuse costs without a clear
competitiveness dividend will advance more cautiously,
often in fragmented or delayed form.

The outcome is a structurally uneven transition. On one
track, a “fast lane” where environmental ambition and
economic advantage reinforce one another, creating
regulatory certainty and drawing capital flows. On the
other hand, slower lanes where progress is staggered by
political contestation, administrative limits or the need
to avoid public backlash.

These are not temporary imbalances but the contours
of Europe’s sustainability pathway for the coming
decade. Unevenness, in other words, is not a policy flaw
but the new equilibrium through which ambition is made
politically and economically viable.




Ambition: Reinforcing competitiveness

Policies under the banner of ambition have political
staying power because they are both green and
strategic. They stabilise energy systems, secure raw
materials, protect domestic industries and create
exportable industrial know-how. In this nexus,
sustainability is not framed as a burden but as a
foundation of European competitiveness.

Climate resilience as economic infrastructure.

Climate resilience and adaptation have moved from a
peripheral ESG concern into the core of financial stability
and operational continuity. Climate risk disclosure is now
embedded into the mechanics of capital allocation,
insurance underwriting and credit ratings. For
companies, this means resilience is now a financial
performance issue. Firms without credible transition and
adaptation strategies face higher borrowing costs,
tighter insurance terms and declining investor trust.
Climate resilience is fast becoming the price of entry to
Europe’s financial system.

Decarbonisation as industrial defence.

The Carbon Border Adjustment Mechanism (CBAM) has
reframed decarbonisation as a shield for Europe’s
industrial base. By levelling the playing field, it forces
global suppliers to match EU emissions standards or lose
market access. This protects domestic producers against
carbon- intensive competition while simultaneously
exporting EU climate norms worldwide.

As CBAM expands beyond steel, cement and fertilisers
into aluminium, polymers and chemicals, compliance
becomes a prerequisite for participation in the European
market. The long-term effect is to entrench
decarbonisation as a driver of competitive differentiation
both by protecting European producers at home and by
positioning them as leaders in global export markets.

Energy autonomy and system resilience.

The energy crisis triggered by Russia’s invasion of
Ukraine has hardwired energy sovereignty into Europe’s
sustainability agenda. Renewable energy deployment,
grid upgrades, hydrogen infrastructure and cross-border
interconnectors are now framed as strategic
imperatives.

These investments reduce dependence on imported
fossil fuels, stabilise energy costs for industry and create
scalable clean-energy technologies for export. The
political consensus around energy resilience is unusually
strong, meaning that these projects are insulated from
electoral swings. For businesses, this translates into a
high-certainty investment environment with the build-
out of Europe’s clean-energy backbone advancing
regardless of political turbulence.

Circular economy as resource sovereignty.

With the Critical Raw Materials Act, circularity has
shifted from a moral imperative to a matter of strategic
security. Recycling, reuse and closed-loop
manufacturing are now industrial resilience strategies
designed to insulate Europe from volatile global
commodity markets and resource weaponisation.
Companies that can recover high-value materials, such
as rare earths, metals and polymers at scale and
reintegrate them into production will gain a structural
advantage. They will not only lower costs but also
secure more stable supply chains in an era of
geopolitical resource competition.

Green industrial innovation and manufacturing
scale-up. The Clean Industrial Deal marks Europe’s
commitment to onshoring strategic green
manufacturing. From batteries and hydrogen
electrolysers to low-carbon steel and next-generation
semiconductors, industrial policy is now explicitly tied to
scaling green technologies domestically. This is not
simply about climate alignment. It is about securing
Europe’s industrial base, reducing import dependency
and creating competitive export sectors in technologies
that will define the next economic era. Companies that
position themselves within this industrial scale-up,
whether as manufacturers, suppliers or innovators, will
benefit from public funding, preferential procurement
and strong political protection.




Restraint:
What happens to the rest of sustainability?

Not every strand of Europe’s sustainability transition can
move at the same pace. Measures that do not align
neatly with the competitiveness-resilience nexus are not
abandoned, but they advance with hesitation. They
remain anchored in EU law, strategies and international
agreements, yet may lack the political momentum
needed for rapid or uniform implementation. The result is
not reversal, but restraint, frameworks that exist in draft
or partial form, progressing unevenly, fragmented across
member states and vulnerable to sudden acceleration
when external pressures force the issue.

Political prioritisation fades.

Policies that cannot be readily reframed as engines of
productivity, trade or energy security may lose political
momentum. Biodiversity restoration, packaging
restrictions or agricultural reforms illustrate this
dynamic in that they carry long-term legitimacy but
immediate costs that are difficult to defend electorally.
Instead of disappearing, they may be deferred, parked
under the language of “sequencing” or “avoiding
unnecessary burden”.

Fragmentation across the Union.

Restraint does not play out uniformly. Some Member
States, driven by strong green constituencies or
advanced clean industries, will press ahead of EU
minimums, using higher ambition as a domestic
advantage. Others, facing tighter fiscal conditions or
powerful incumbents, will dilute enforcement or adopt
minimalist interpretations. For companies, this creates a
fractured Single Market, a patchwork of obligations
where a facility in one jurisdiction may face strict
oversight while another across the border operates
under lighter scrutiny. The consequence is inefficiency,
legal uncertainty and reputational risk where corporate
commitments outpace local enforcement.

Progress becomes reactive and uneven.

Measures caught in restraint do not vanish; they remain
embedded in EU law, strategies and global
commitments. What holds them back is not a lack of

legitimacy but a lack of immediate political payoff.
Policies on biodiversity, agricultural reform, or packaging
reform impose near-term costs that are visible to voters
and industries, while their benefits are diffuse and long-
term. In periods of economic strain, these become the
easiest measures to postpone, sequence or dilute. As a
result, they advance slowly, inconsistently and unevenly
across member states.

Yet restraint is not irrelevant. These measures are best
understood as “policies in waiting”, frameworks that
remain live and capable of accelerating suddenly when
external shocks shift the political calculus. A severe
climate disaster can put adaptation and restoration back
at the top of the agenda, and a supply chain disruption
can turn waste, recycling and packaging into urgent
security issues. When such triggers occur, the change is
rarely gradual. Dormant policy proposals may return to
life with compressed timelines, heightened expectations
and little warning, leaving unprepared businesses
scrambling to catch up.

The discipline of patience without complacency.
Operating in the zone of restraint requires companies to
maintain vigilance without overextending. Patience is
necessary while measures remain politically stalled, but
complacency is dangerous. The restrained policies often
sit at the centre of systemic risks, such as ecosystem
collapse, food security or social inequality, that will
eventually force political response. The paradox is that
the issues that move most slowly are often those most
likely to accelerate disruptively when conditions change.

For business leaders, the strategic lesson is
straightforward. Preparing quietly through pilots,
voluntary standards or scenario planning is the
difference between resilience and being blindsided.
Restraint is a phase, not an outcome. Companies that
internalise this cyclical logic and treat dormant files as
future certainties will adapt more smoothly when
momentum shifts. Those who confuse delay with
dismissal may face higher costs, operational disruption
and reputational damage when the inevitable
acceleration arrives.
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Implications for business: Navigating
ambition and restraint

For companies, Europe’s sustainability trajectory is no
longer defined by steady, linear progress but by
asymmetry.

For corporate leadership, a dual or indeed a multi-speed
sustainability landscape is not simply a compliance
management exercise but a structural challenge in
resource allocation, organisational agility and strategic
foresight. The real task lies in running a business where
the regulatory environment moves in multiple gears at
once, each with its tempo, political drivers and market
signals.

In the fast track, timelines are fixed, enforcement
capacity is in place, and political support is strong. These
are the areas where sustainability policy is no longer up
for debate but is embedded in the economic and
security narrative of Europe’s future. Whether it is
climate disclosure, strategic raw materials policy or
energy infrastructure upgrades, delay here is not an
option. Companies must commit resources now, building
not only the systems to meet formal compliance but also
the capabilities to turn those requirements into
competitive levers from accelerated product innovation
and transparent supply chains to market differentiation
based on verified performance.

In the slow tracks, the dangers are more insidious. These
are the policies that remain on the books but move
forward hesitantly, often stuck in the political trade-off
between environmental ambition and short- term
competitiveness concerns. Here, the primary corporate
risk is not over-compliance but complacency. A
biodiversity target postponed for political convenience,
a circular economy mandate caught in legislative
gridlock, or a supply chain due diligence standard
awaiting enforcement capacity can appear benign for
years. But in the right political or environmental
circumstances, these measures can surge back with
compressed timelines, heightened expectations and little
room for phased preparation.

This environment requires a fundamentally different
approach to corporate planning, one that acknowledges
that the fast and slow tracks are not static categories
but are constantly in flux.

The uneven tempo of Europe’s sustainability transition
can look, at first glance, like uncertainty. Some measures
surge forward while others stall or move unevenly
across member states. But this is the way Europe is
balancing climate ambition with industrial resilience and
political feasibility.

For business, the important point is that the direction is locked in by structural forces far deeper than electoral cycles,
such as climate risk, energy security, technological competitiveness and material autonomy. These are the anchors that
guarantee continuity even when policy momentum shifts between ambition and restraint.

¢ Ambitious measures will endure and reward
early movers. The policies advancing in the
“ambition zone” are not politically negotiable
because they underpin Europe’s industrial survival,
not just its climate credibility. They sit at the heart of
Europe’s long-term competitiveness model and are
reinforced by international commitments and
financial system alignment.

* Restrained measures are deferred, not dismissed.
Policies that move more cautiously are still anchored
in EU treaties, global agreements like the Paris and
Kunming-Montreal pacts, and judicial rulings that bind
governments to act. Their near-term pace may be
slowed by politics or administrative capacity, but
their long-term inevitability is locked in. Businesses
that treat these areas as irrelevant risk being
caught unprepared.

¢ Uneven progress is not instability, it is the new
rhythm. Europe’s sustainability transition will not
unfold in a straight line, but this does not mean it is
unstable. What looks like inconsistency is better
understood as deliberate sequencing, advancing
hardest where ambition and competitiveness
converge, while pacing reforms that would create
near-term political or economic strain. For companies,
this asymmetry is not a threat but a navigable pattern.
The uneven rhythm creates opportunities for
foresightful businesses to outpace rivals who mistake
restraint for retreat. Companies face turbulence in
implementation rather than reversal in direction.

* Policy slowdowns meet climate reality. Political
recalibration and Omnibus-style adjustments have
slowed or softened certain regulations, giving the
impression that momentum is fading. However,
physical climate risks are accelerating faster than
policy cycles. Physics trumps politics. Climate
disasters will keep pushing sustainability back to the
top of the agenda, no matter how often it is
deprioritised. The European Climate Law still stands,
so betting against EU’s climate neutrality targets is
betting against the law itself.



4. What businesses should do

Leadership in the reset era

Europe’s sustainability transition now unfolds in different
domains. A domain where climate ambition fuses with
competitiveness and moves decisively forward and the
domain where ambition is tempered by political
restraint, advancing unevenly and often reactively. This
is not disorder but a deliberate balancing act, urgency
counterweighted by stability.

For business, the challenge and opportunity lie in seeing
these dynamics not as contradictions but as
complements. The companies that thrive will be those
that learn to operate confidently across both tempos, i.e.
accelerating where ambition sets the pace, while
preparing patiently for areas under restraint. Those who
mistake restraint for retreat or ambition for optionality
will be left scrambling, reactive and defensive.

What businesses should do

For businesses, the challenge is not to bet on one track
over the other but to develop strategies that thrive in
both. That means accelerating decisively where ambition
creates certainty and competitive advantage, while
preparing patiently, but deliberately, for measures that
are politically delayed yet structurally inevitable.

Anchor in enduring value drivers

Sustainability strategies should be grounded in
structural market forces that are unlikely to reverse,
regardless of short-term political shifts or regulatory
delays. Decarbonisation, energy efficiency and resource
productivity remain enduring value drivers because they
align with economic rationality, investor expectations
and long-term competitiveness. Organisations should
prioritise initiatives that deliver both environmental and
financial returns ensuring resilience even when policy
momentum slows. Anchoring strategy in durable
trends creates stability amid evolving regulatory and
market dynamics.

Accelerate in strategic sectors

Momentum is strongest where climate ambition and
industrial policy converge. Companies should focus their
sustainability and investment efforts on sectors
receiving sustained political and financial support such
as renewable energy, clean technology manufacturing,
grid modernisation and circular materials. These areas
benefit from a combination of industrial policy
instruments and market incentives that reduce transition
risk. By accelerating in such strategic sectors,
organisations can capture both growth opportunities
and policy taillwinds even as progress varies across
geographies and industries.




Stress-test against divergent futures

The pace of Europe’s sustainability transition will not be
uniform. Some regions and industries will move quickly
under ambitious regulatory frameworks, while others will
face delays or fragmented implementation. To manage
this uncertainty, organisations should conduct scenario
analysis and resilience stress tests to understand how
different regulatory speeds and policy pathways may
affect their operations, investments and supply chains.
Testing strategies against multiple futures such as rapid
transition, uneven progress or temporary stagnation
helps management identify vulnerabilities, prioritise
adaptable investments, and maintain strategic
coherence across markets.

Hardwire resilience into business functions

True sustainability resilience arises when environmental
and regulatory considerations are embedded across all
core business functions. This means integrating
sustainability metrics into financial planning, risk
management, procurement and operational decision-
making. Embedding foresight and compliance
capabilities into these areas enables the organisation to
respond coherently to shifts in regulation, investor
expectations and market conditions. Hardwiring
resilience transforms sustainability from a policy
obligation into an operational discipline ensuring that the
business can anticipate disruption, maintain compliance
and adapt collectively rather than reactively.

The lesson for leaders

For senior leaders, the deeper lesson is that sustainability
ambition is far from dead. The EU’s long-term
commitments from climate neutrality to biodiversity
restoration remain legally anchored, but the path to
achieving them will be less linear, more contested and
more exposed to political and economic shocks.
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Leadership in this new phase is no longer about simply
keeping pace with a predictable timetable. It is about
navigating divergence, managing acceleration in some
areas. delay in others and mitigating fragmentation
across markets. Three principles define resilient
leadership in this environment:

* Anticipate multiple futures. Build strategies that
perform under more than one policy scenario. If your
plan only works in a high-ambition world, it is
incomplete.

¢ Anchor in what endures. Base commitmenta on
material risks, stakeholder expectations and market
forces that are unlikely to reverse regardless of short-
term politics.

* Invest in agility. Develop the capacity to pivot,
whether to seize a sudden opportunity, comply with
revived regulation or recalibrate overbuilt
compliance systems.

The companies that succeed will treat regulatory
foresight as a core business function. They will not only
respond to new obligations but anticipate and influence
them, maintaining the capabilities needed to prosper in
a high-ambition future while hedging against slower
progress. Boards and executives who view volatility as
an externality to be endured will remain exposed. Those
who treat it as a strategic field to be mastered will
define the next phase of Europe’s sustainability
transition.

Europe’s reset is not a pause. It is a transformation in
how sustainability will be legislated and implemented.
Leaders who adapt governance, strategy and culture to
this reality will not only survive the uneven transition,
but they will set its direction. Resistance may slow the
transition, but there is little on the horizon strong
enough to stop it.




5.Sustainability in the EU

Built to endure?

There is no doubt that Europe’s sustainability agenda is
entering a more contested phase. Political fatigue,
economic headwinds and debates about
competitiveness are generating friction, yet the
underlying trajectory remains unchanged. For
companies, the real question is not whether
sustainability will persist in Europe, but how to operate
effectively within an environment of uneven progress
and periodic pushback. Endurance now depends on
understanding the balance between political volatility
and institutional continuity, short-term uncertainty and
long-term structural inevitability.

Political volatility vs legal anchors

Despite fluctuating political narratives, Europe’s climate
and sustainability commitments are anchored in law.
Targets for emissions reduction, biodiversity protection
and resource efficiency are enshrined in binding
frameworks such as the European Climate Law. While
electoral cycles may slow or redirect implementation,
these obligations cannot be dismantled without major
legal overhaul. For companies, this means policy
turbulence may affect timing or mechanisms, but not
direction. Betting against Europe’s long-term
sustainability agenda is effectively betting against the
rule of law itself.

Competitiveness fears vs economic
fundamentals

Concerns about the cost of the green transition are
frequently overstated. Europe’s structural dependence
on imported fossil fuels and critical materials exposes its
industries to volatility and strategic vulnerability.
Decarbonisation, circularity and resource efficiency are
therefore not burdens, they are pathways to economic
independence and competitiveness. Sectors that align
early with these structural trends will be best positioned
to benefit from industrial policy support, investment
incentives and future-proofed supply chains.

Policy slowdowns vs climate reality

Political recalibration may delay regulatory milestones,
but it cannot alter the physics of climate change. The
increasing frequency of extreme weather events,
ecosystem degradation and economic losses from
climate-related disruptions will continue to drive policy
attention and investor scrutiny. Even when governments
soften or postpone specific measures, the material
reality of climate risk keeps sustainability on the
strategic agenda. For companies, resilience lies in
planning for the long term rather than responding to the
rhythm of political cycles.

Deregulatory rhetoric vs capital market
discipline

Attempts to roll back regulation are counterbalanced by
market-driven accountability. Capital markets, insurers
and investors are embedding sustainability performance
into credit assessments, cost of capital and investment
ratings. Firms that underperform on ESG metrics face
financial penalties, while those demonstrating credible
transition plans attract capital and trust. This private-
sector enforcement mechanism ensures that
sustainability remains a determinant of corporate value
regardless of temporary political headwinds.

Conclusion Endurance in an age of pushback

Europe’s sustainability project has entered a phase of
consolidation rather than retreat. Legal mandates,
economic imperatives, physical climate risks and market
discipline collectively reinforce its resilience. Political
rhetoric may fluctuate, but the structural drivers of
sustainability such as law, economics, climate science
and finance are aligned in one direction. For business
leaders, the task is no longer to question whether the
transition will continue, but to build strategies that can
withstand its uneven pace, adapt to shifting conditions
and remain competitive within an irreversible
transformation.
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