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Abstract.

The green taxonomy plays a central role in driving developments in sustainable finance,
leading to the achievement of sustainable production goals in various countries. While
some countries have already adopted a green taxonomy, others are in the process
of developing one. This study aims to identify the countries that have implemented
sustainable finance in different forms and to conduct a content analysis to compare
and identify gaps in their green taxonomy implementations. The research reveals
that several countries worldwide have embraced the green taxonomy as a crucial
tool in advancing sustainable finance and promoting sustainable production. These
countries generally have specific environmental goals, establish green finance-related
institutional arrangements and financial products, and compile lists of economic sectors
and activities covered under the green taxonomy. Key sectors addressed by the green
taxonomy include agriculture, energy, manufacturing industries, and transportation.
However, each country still maintains its unique approach to environmental protection
efforts through the use of green taxonomy tools.

green taxonomy;,sustainable finance;,sustainable production

Sustainable production has two important sides. First, as part of sustainable consump-
tion and production (SCP) which is a link between other important goals and makes the
Sustainable Development Goals (SDGs) a close and bound network [1]. Secondly, it is

most important as source of sustainable economic growth [2].

Shifts in business and cultural patterns are indispensable in the institutional economic
approach towards sustainable consumption and production [3]. In addition, innovation
both from the operational and managerial side to the organizational structure for the
market and the company needs to be an important concern[4]. All changes in the
business and institutional environment will create a selective environment that supports

the development of sustainable production and consumption [5], [6].

Atih Rohaeti Dariah, Asni Mustika Rani*, Popon Srisusilawati, (2023), “Green Taxonomy for Sustainable Production Across Page 556
Countries” in Social and Humaniora Research Symposium (SoRes), KnE Life Sciences, pages 556—-564. DOI 10.18502/kss.v8i18.14257


http://www.knowledgee.com
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/

E KnE Social Sciences 5t Sores

The firm’s concern for sustainable production will form a green production pattern that
can meet the requirements of the Green Taxonomy standard[7]. Green Taxonomy is a
classification system based on environmentally friendly business or economic activities,
which supports environmental protection efforts and climate change mitigation and
adaptation [8]-[10]. The green taxonomy can also provide a better understanding and
make it easier for financial services sector actors to classify green activities in developing
a portfolio of financial services products [11].

Based on the results of a search on the experience of several countries in developing
a green taxonomy, there are several countries that already have a green taxonomy and
a number of other countries in the development process. This article will identify green

taxonomy in several countries, how their similarities and differences.

With the nature of the research and accordance with the objectives, the method applied
is content analysis as the data consist mainly of sustainable finance policies documents
several countries. Content analysis is an effort of examining the meanings of the content
of a form of information in the forms of document, poetry, painting, written speech,
normative text or law [12]. It attempts to research ideas, concepts, and values of various
thoughts that will be made into inference through efforts of finding the characteristics
of messages, and it is done objectively and systematically. We identified main policies
such as specific environmental goal(s), green finance-related institutional arrangements
and financial products, list of economic activities, environmental contribution such as

climate change mitigation, do no significant harm/DNSH, screening indicators

31. EU Taxonomy

The European Union is realizing its goal of becoming a climate-neutral continent through
the adoption of the EU Taxonomy. EU Taxonomy is a classification system in the form
of a list of environmentally friendly investment and economic activities for the European
Union to help the European Union achieve the green deal that is being anticipated [13].
EU Taxonomy was created to provide a perception or common language for the word
'sustainable’ Moreover, EU Taxonomy provides companies and investors with a clearer

definition of economic activities and investments that are considered environmentally
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friendly and can help the EU reach a green deal. The basic principles for taxonomic
design are specific environmental objectives, lists of economic activities, performance
metrics, and performance thresholds (quantitative or qualitative). Through the imple-
mentation of the EU Taxonomy, investment and sustainable business are predicted to
increase in a sustainable manner [14]. There are six environmental objectives within
the scope of the EU’s Sustainable Finance Taxonomy namely mitigation, adaptation,
water & marine resources, circularity, pollution prevention, protection and restoration of

ecosystems.

3.2. Climate Bonds Initiative

The Climate Bonds Initiative (CBI) is a non-profit international organization (Brazil, China,
India and Mexico) that mobilizes global capital for best practice climate action, innovation
in green and sustainable finance. The CBl workflow is divided into: 1) market intelligence;
2) develop reliable standards; and 3) provide policy models and suggestions. The
nomenclature used is not the economic sector but assets or projects that support cli-
mate change management financially. Types of assets identified include transportation
(passengers, transport and supporting infrastructure), buildings (commercial, residential
and energy efficiency), land use and marine resources (agriculture, livestock, aquacul-
ture industry (industrial and energy intensive processes), waste and pollution control
(recycling, reuse and other waste management), and information and communication

technology (networks, management and communication tools) [15].

3.3. Green Taxonomy in China

China is currently developing a Green Rating in an effort to substantially improve its
environment. Intensive measures related to fiscal, taxation, financial measures were
taken to optimize the allocation of resources and make China’s economy as a whole
greener and more sustainable [16]. The Green Rating is used to evaluate projects and
companies externally regarding the positive and negative effects of the projects to be
carried out and the business carried out by the company. This Green Rating will later
be used as the basis for decisions to make fiscal subsidies or fines, cut bank interest
rates and bond financing costs.

This allocation of capital to green industries plays an important role in China’s insti-
tutional green transformation [17], [18]. However, Chinese banks do not yet have a

consistent, reliable and comparable set of standards and methodologies for evaluating
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green indicators for projects, business activities, and industry as a whole. The green
indicators in question include evaluation of the impact of pollution, ecological, social,

and sustainable use of resources.

The three main sectors related to energy and industry lead to a number of programs
that encourage the growth of industries that are energy efficient, protect the environ-
ment and clean. Furthermore, sectors related to the environment and ecology include
agriculture, fisheries, animal husbandry and marine programs. For the infrastructure

sector, it includes green development construction programs, forestry.

3.4. Green Taxonomy in South Africa

The development of sustainable finance in South Africa is still relatively new. South
Africa’s first Green Finance Taxonomy (GFT) was first launched by the National Treasury
(NT) in April 2022. The GFT concept is the same as green taxonomy in other countries,
namely in the form of an official classification that shows eligibility for the "green” or
friendly category. environment of a project, company, sector or industry. This GFT initially
focused on climate change mitigation efforts, but is expected to be expanded in scope
to address other issues such as biodiversity and land use. This is the focus of further
development of the GFT to build the basis for the development of a larger and more
comprehensive taxonomy for environmental objectives relevant to South Africa’s green
economy as presented in Figure 1. GFT is a key mechanism to encourage increased
investment in the green economy to support green industries, sustainable finance, and
SDGs [19].
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Figure 1: Scope of activities with environmental benefits.
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3.5. Green Taxonomy in Malaysia

The impact of climate change on business and the economy of the people in Malaysia
is starting to be realized so that it becomes the government’s urgency to accelerate
the economic transition to a low-carbon economy. Malaysia initiated discussions on the
assessment and classification of economic activities that contribute to climate change
mitigation and adaptation by financial institutions in 2019. The discussion, consultation
and policy-making process involved Bank Negara Malaysia (BNM), financial institutions,
asset management companies, rating agencies and agencies nongovernmental. Finan-
cial institutions will later channel capital and funds through green financing schemes to
projects, companies and industrial sectors that have been deemed feasible.

In 2021, BNM published the Climate Change and Principle-based Taxonomy (CCPT)
which is a Guiding Principle (GP) for Financial Institutions (FI) to assess and categorize
economic activities (Climate Supporting, Transitioning and Watchlist). Table 1 shows the

classification of economic activities in Malaysia [20].

TABLE 1: Classification of Economic Activities in Malaysia.

Classification Economic Activity (Transaction Level) Overall Business
GP1Climate GP2Climate GP3No GP4Remedial
Change Mitigation Change Significant Efforts to
Adaptation Harm to the Promote
Environment Transition
Climate C1 GP1 or GP2 or both v
Supporting
Transitioning C2 GP1 or GP2 or both X v
C3 «x X v
Watchlist c4 GP1 or GP2 or both X X
C5 «x X X

Examples of Activities That Generally Meet GP1 such as Energy Efficiency, Trans-
portation, Green Technology/Manufacturing, Renewable Energy, Waste Management,
Agriculture, Forests and Land Conservation. Examples of Activities That Generally Meet
GP2 such as Forestry, Fisheries, Agriculture, Water Resources, Construction, Coastal

Areas, Health, Information and Communication, Transportation [21].

3.6. Green Taxonomy in ASEAN

ASEAN financial sector bodies jointly form the ASEAN Taxonomy Council (ATB) to
develop policies for the development of the ASEAN Taxonomy. ATB consists of rep-

resentatives of each country in ASEAN which is a financial institution, namely Brunei
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Darussalam Central Bank, Monetary Authority of Singapore, Non-Bank Financial Ser-
vices Authority (NBFSA) of Cambodia, Financial Services Authority of Indonesia, Bank
of Lao PDR, Bank Negara Malaysia , Ministry of Planning and Finance of Myanmar,
Philippines Insurance Commission, Bank of Thailand, and State Securities Commission
of Viet Nam.

ASEAN Taxonomy version 1 has been launched as a reference to guide the provision
of funds and capital to economic activities that can assist the systemic transformation
that each region in ASEAN needs. The ASEAN taxonomy is structured based on a multi-
tiered approach with two main elements, namely the Foundation Framework in the form
of a qualitative assessment of economic activities, and the Plus Standard in the form of
metrics and thresholds to meet the requirements and benchmarks specified for green

activities and investments [22].
TABLE 2: Plus Standard Process in ASEAN Taxonomy.

Category Activities

Green Energy: renewable energy, energy storage systems, etc
Transport: zero tail pipe emissions micro-mobility and
transport, zero emission transport, etc Manufacturing:
low/zero carbon technologies, etc Construction and build-
ings: installation of specific low/zero carbon technologies,
etc Water, waste and other remediation: carbon capture,
utilisation and storage, efficient wastewater, etc

Red Energy: coal or oil power, waste heat recovery, coal mining
or oil extraction, etc Transport: new roads, road bridges,
road upgrades, oil tankers or other ships solely transporting
coal, etc Waste: landfill without gas capture, etc

Table 2 shows the list of green and red activities in ASEAN Taxonomy, and the list

will continue to be reviewed and developed in the next green taxonomy.

3.7. Indonesia Green Taxonomy

The Financial Services Authority officially launched the Indonesian Green Taxonomy in
2022 which will be used as a guide in supporting the development of a green economy
in Indonesia and as a reference for ministries and other financial institutions in providing
incentives and disincentives for economic activities. Indonesia is the second country
in ASEAN after Malaysia to issue a green taxonomy document. The content of this
guideline is not much different from the guidelines that have been prepared in several
other countries such as the EU Green Taxonomy.

There are three classification criteria in the green taxonomy, namely: 1) green (do no

significant harm, apply minimum safeguard, provide positive impact to the environment,

DOI 10.18502/kss.v8i18.14257 Page 561



E KnE Social Sciences 5t Sores

and align with the environmental objective of the taxonomy, 2) yellow (do no significant
harm), and 3) red (harmful activities) [23]. The green taxonomy plays an important role
in helping to increase sustainable investment and as an effort to accelerate financing
programs. Implementing a green taxonomy will create security for investors, protect
private investors from green laundering, help companies become more climate friendly,
reduce market fragmentation and help divert investment where it is needed most.
The Green Taxonomy sets out six environmental objectives, namely: 1) climate change
mitigation, 2) climate change adaptation, 3) sustainable use and protection of water
and marine resources, 4) transition to a circular economy, 5) pollution prevention and

control, and 6 ) protection and restoration of biodiversity and ecosystems.

A number of countries in the world have implemented green taxonomy as a tool
in implementing sustainable finance towards sustainable production. In general, the
sectors covered by the green taxonomy are agriculture, energy, processing industry,
transportation. However, each country still has its uniqueness in environmental protec-
tion efforts through green taxonomy tools. The Green Taxonomy in each country is a
living document that is openly adjusted continuously, both related to the development of
classifications and the entry of new business activities. The green taxonomy is expected

to accelerate the implementation of sustainable finance in the world.
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