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Environmental assessments and sustainable finance frameworks:  
Will the EU Taxonomy change the mindset over the contribution of EIA to sustainable 

development? 
 
 
Abstract 
Environmental Assessment is a globally mandated tool for helping to deliver sustainable 

development, yet decision makers frequently use it to legitimise trade offs between socio-economic 

gains and environmental losses. As a result, environmental assessment is frequently criticised for its 
inability to prevent incremental environmental degradation. However, new frameworks stipulating 
what can be deemed as ‘sustainable investment’ or ‘sustainable economic activity’ for financing 
under sustainable finance frameworks are being developed. These are known as taxonomies of 
sustainable investments, and they have the potential to radically change the environmental 
outcomes of decision making, based on a ‘significant contribution’ and ‘do no significant harm’ 
approach to critical environmental components. We illustrate how they can change the mindset for 
the sustainable development expectations associated with policy tools like environmental 
assessment. Further, we demonstrate that emerging taxonomies can benefit from integration with 
existing environmental assessment systems. Conversely, an appropriate use of taxonomies of 

sustainable investments in environmental assessment systems can further strengthen the existing 
EA systems and allow them to better address the environmental sustainability priorities of the 21st 
century. 
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1. Introduction 
 
In 1969, the United States Congress passed the National Environmental Policy Act (NEPA) (Senate 
and House of Representatives of the United States of America 1969) which required all Federal 
agencies to submit detailed statements when deciding on proposed actions that may significantly 
affect the quality of the human environment. The process up to, and including, the preparation and 
consultations on these statements later became known as Environmental Impact Assessment (EIA) 
and marked a radical departure from traditional practices that were mainly based on checklists, 
guidebooks, and procedural manuals that did not support integrated environmental decision-making 
(Caldwell 1988). 
 
NEPA gave an inspiration to other countries and international development agencies that begun 
developing their own EIA systems.  Currently, EIA systems are present in all countries in the world as 
the formalized decision-support tools for helping to deliver sustainable development (Bond et al. 
2020). Over 60 countries also used lessons from EIA systems to establish Strategic Environmental 
Assessment (SEA) systems that addresses the environmental impacts of plans, programmes and 
sometime also strategies and policies (International Atomic Energy Agency 2018).  
 
However, now, 50 years after the passage of NEPA, the ability of EIA to support sustainable 
development and protect the environmental bottom lines is increasingly questioned in terms of 
continuing impacts to, in particular, biodiversity, climate, and water. Growing concern over the 
continuing loss of biodiversity (Hooper et al. 2012; Pereira et al. 2010; Cardinale et al. 2012; 
Sandbrook et al. 2019) has led to questions over the ability of EIA to prevent incremental loss (Bond 
et al. 2021) and to increasing policy requirements to deliver biodiversity no net loss, or even net gain 
to try to redress the losses (BBOP - Business and Biodiversity Offsets Program 2012; Brownlie and 



Botha 2009; Bull and Strange 2018). Similar arguments are played out in the context of climate 
change, with strong evidence of increasing threats to the environment (Rockström et al. 2009; 
McGlone 2021; Masson-Delmotte et al. in Press) allied to a failure of EIA (or SEA) to prevent this 
(Wende et al. 2012). EIA processes have also been criticized for their limited consideration of long-
term trends and cumulative impacts that are required in sustainable water management (Jiang 2015; 
UNESCO 2019; Jenkins 2020). On top of these specific concerns about the ability of EIA to deliver 
specific environmental protection objectives, it is also under threat in some jurisdictions because of 
perceived or real inefficiencies (Bond et al. 2014). 
 
While some of these issues are being resolved with more stringent assessment instruments, we 
would like to draw the attention of the EIA professional community to a rapidly advancing 
development of taxonomies of green projects or sustainable  activities (hereafter collectively termed 
as taxonomies of sustainable investments). These frameworks are being developed in various 
jurisdictions to define  “green” or “sustainable” for major institutions and corporations involved in 
sustainable finance. The recent commitments of over $130 trillion of private capital to achieve net 
zero carbon emissions by 2050 at the latest made within the Glasgow Financial Alliance for Net Zero 
(2021) can well illustrate the scale of systemic implications that taxonomies of sustainable 
investments may have on the existing – or should we perhaps say former? - environmental decision-
making systems. 
 
This paper assumes that taxonomies of sustainable investments have a power to significantly 
influence EIA and SEA systems globally. It uses an example of the recent EU Taxonomy for 
sustainable investments and seeks to investigate: i) what do the evolving taxonomies imply for the 
evolving understanding of environmental sustainability? And ii) what are their implications for future 
evolution of EIA systems that serve as the tool of choice for informing sustainable decision-making 
since the 1992 Earth Summit (United Nations 1992)?  
 
To answer these questions, in the next section we introduce the concept of taxonomies of 
sustainable investments and presents the main requirements of the EU Taxonomy which is often 
perceived as the current global benchmark in this field (Bloomberg 2021).  This is followed by an 
analysis of the potential for this Regulation to deliver a shift in mindsets that could signal an end to 
the incremental loss of environmental capital that continuing development currently causes (Fang 
2021; Fanning et al. 2021). The fourth section considers the role EIA can play in implementing the 
new Taxonomy. Finally, we consider the next steps; that is, what needs to happen in order for the 
EU Taxonomy to deliver a change in mindsets, and what role might EIA play in this?  
 

2. Introduction to taxonomies of sustainable investments 
 
Taxonomies of sustainable investments are a specific tool within the broad family of various 
approaches that try to align financial investments with climate and other sustainability goals and 
encompass diverse arrangements ranging from Environmental, Social and Governance rating  
methodologies, to benchmarks and verification and certification schemes (SFWG 2021).  While all 
these tools should in the future follow the voluntary principles for international coordination in this 
field defined at G20 level (see Box 1), taxonomies try to articulate what ‘green investments’ or 
‘sustainable activities’ mean in very detailed terms. By so doing, they aim to bring clarity into 
fragmented markets, improve the reporting on sustainable finance, and facilitate policy and 
regulatory actions in this field (OECD 2020).  
 
 
 
 



 

Box 1: High-level principles for aligning approaches  and  international coordination on sustainable 
finance  
 
The  G20  encourages  jurisdictions  that  intend  to  develop  their  own  alignment approaches to 
sustainable finance to take the following set of voluntary principles into account: 
   

• Principle 1: Ensure material positive contributions to sustainability goals and focus on outcomes;  

• Principle 2: Avoid negative contribution to other sustainability goals (e.g., through do no 
significant harm to any sustainability goal requirements);  

• Principle  3:  Be  dynamic  in  adjustments  reflecting  changes  in  policies, technologies, and 
state of the transition;   

• Principle 4: Reflect good governance and transparency;  

• Principle  5:  Be  science-based  for  environmental  goals  and  science-  or evidence-based for 
other sustainability issues; and  

• Principle 6: Address transition considerations. 
(Source: SFWG 2021, p.7) 

 

Green taxonomies originate back to the first “taxonomy” launched by the Climate Bonds Initiative in 
2012, followed by two different green bond endorsed project catalogues by the People’s Bank of 
China and China’s National Development and Reform Commission (Tripathy, Mok, and House 2020). 
In 2016, the European Commission decided to develop a European “Taxonomy” which in 2019 
culminated in the European Union Regulation 2020/852 on the establishment of a framework to 
facilitate (environmentally) sustainable investment, commonly referred to as the EU Taxonomy for 
sustainable activities (European Union 2019).  In the meantime, other jurisdictions, such as Japan, 
India, South Africa, France, Kazakhstan and Indonesia have either developed or are currently 
formulating their own taxonomies which are often inspired by the basic framework used in the EU 
Taxonomy (OECD 2020, 2017). In addition, taxonomies of sustainable investments are being 
regularly revised – as demonstrated e.g. by the example of the 2021 Edition of the Green Bond 
Endorsed Projects Catalogue by the People's Bank of China (PBC 2021). Jones, Abnett, and Jessop 
(2021) observed that, by October 2021, “more than 30 taxonomies outlining what is and isn’t a 
green investment are being compiled by governments across Asia, Europe and Latin America, each 
one reflecting national economic idiosyncrasies that can jar with a global capital market which has 
seen trillions pour into sustainable funds”.  

Given the EU’s soft but influential regulatory power (Bradford 2015), the EU Taxonomy became the 
most debated taxonomy within the international finance community (Bloomberg 2021). At the most 
fundamental level, it defined common criteria for determining whether a given economic activity is 
environmentally sustainable or not. And when doing so, it moved beyond mechanistic listing of 
environmentally-friendly activities and spelled out six policy environmental objectives where 
improvements need to be achieved in order to advance environmental sustainability: 
 

1. climate change mitigation; 
2. climate change adaptation; 
3. the sustainable use and protection of water and marine resources; 
4. the transition to a circular economy; 
5. pollution prevention and control; 
6. the protection and restoration of biodiversity and ecosystems. 

 



Using the backbone of the above environmental objectives, the EU Taxonomy declared that an 
economic activity can be recognized as sustainable if it: 
 

• makes a substantial contribution to at least one of these environmental objectives;  

• does no significant harm to any other environmental objectives;  

• complies with minimum social safeguards; and  

• complies with technical screening criteria established by the European Commission through 
so-called Delegated Acts. 

 
The basic criteria for determining whether the activity substantially contributes to the above 
environmental policy objectives are defined in Articles 10-15 of the Taxonomy. Article 17  of the EU 
taxonomy stipulates that an activity cannot be treated as sustainable if it would impede the other 
environmental objectives from being achieved. The determination of the potential significant harm 
at the same time requires a holistic consideration covering both the environmental impact of the 
activity itself but also of the environmental impact of the products and services provided by that 
activity throughout their life. In other words, any assessment whether the activity can significantly 
harm any headline environmental objectives needs to adopt a life-cycle approach and consider the 
full range of direct and indirect impacts of the activity, its products and services over their lifespan – 
e.g. the production, use and end of life. See Box 2 and Box 3 for examples of Taxonomy 
requirements for climate change mitigation and biodiversity protection.  
 

Box 2: Selected provisions of the Taxonomy:  Climate change mitigation 
 
The Taxonomy declares that an economic activity shall be considered to significantly harm climate 
change mitigation, where it leads to significant greenhouse gas emissions. Such consideration has to 
take into account the life cycle of the products and services provided by an economic activity, 
including evidence from existing life-cycle assessments2. 

 
On the other hand, the Taxonomy treats an economic activity as contributing substantially to climate 
change mitigation if that activity contributes substantially to the stabilisation of greenhouse gas 
concentrations in the atmosphere. It further stipulates that the activity provides substantive 
contribution to climate change mitigation if it: 
 
(a) generates, transmits, stores, distributes or uses renewable energy, including through using 

innovative technology with a potential for significant future savings or through necessary 
reinforcement or extension of the grid; 

(b) improves energy efficiency, except for power generation activities; 
(c) increases clean or climate-neutral mobility; 
(d) switches to the use of sustainably sourced renewable materials; 
(e) increases the use of environmentally safe carbon capture and utilisation and carbon capture and 

storage technologies that deliver a net reduction in greenhouse gas emissions; 
(f) strengthens land carbon sinks, including through avoiding deforestation and forest degradation, 

restoration of forests, sustainable management and restoration of croplands, grasslands and 
wetlands, afforestation, and regenerative agriculture; 

(g) establishes energy infrastructure required for enabling the decarbonisation of energy systems; 
(h) produces clean and efficient fuels from renewable or carbon-neutral sources; or 

 
2 Article 17, paragraph 2 of the Regulation (EU) 2020/852 requires such life-cycle approach also in all 
other remaining determinations of potentially significant harm on the five remaining environmental 
objectives presented in this paper. 



(i) enables any of the above activities without leading to a lock-in of assets that undermine long-
term environmental goals, considering the economic lifetime of those assets; and has a 
substantial positive environmental impact, on the basis of life-cycle considerations. 

 
Where there is no technologically and economically feasible low-carbon alternative, the activity shall 
qualify as contributing substantially to climate change mitigation where it: 
 

• has greenhouse gas emission levels that correspond to the best performance in the sector or 
industry; 

• does not hamper the development and deployment of low-carbon alternatives; and 

• does not lead to a lock-in of carbon-intensive assets, considering the economic lifetime of those 
assets. 

__________________________________________________________________________________ 
 
__________________________________________________________________________________  
Box 3: Selected provisions of the Taxonomy: Protection and restoration of biodiversity and 
ecosystems 
 
An economic activity shall be considered to significantly harm the protection and restoration of 
biodiversity and ecosystems, where that activity is significantly detrimental to the good condition 
and resilience of ecosystems; or detrimental to the conservation status of habitats and species, 
including those of Union interest. 
 
It shall qualify as contributing substantially to the protection and restoration of biodiversity and 
ecosystems where it contributes substantially to protecting, conserving or restoring biodiversity or 
to achieving the good condition of ecosystems, or to protecting ecosystems that are already in good 
condition, through: 
 
(a) nature and biodiversity conservation, including achieving favourable conservation status of 

natural and semi-natural habitats and species, or preventing their deterioration where they 
already have favourable conservation status, and protecting and restoring terrestrial, marine 
and other aquatic ecosystems in order to improve their condition and enhance their capacity to 
provide ecosystem services; 

(b) sustainable land use and management, including adequate protection of soil biodiversity, land 
degradation neutrality and the remediation of contaminated sites; 

(c) sustainable agricultural practices, including those that contribute to enhancing biodiversity or to 
halting or preventing the degradation of soils and other ecosystems, deforestation and habitat 
loss; 

(d) sustainable forest management, including practices and uses of forests and forest land that 
contribute to enhancing biodiversity or to halting or preventing degradation of ecosystems, 
deforestation and habitat loss; or 

(e) enabling any of the above activities without leading to a lock-in of assets that undermine long-
term environmental goals, considering the economic lifetime of those assets; and having a 
substantial positive environmental impact, on the basis of life-cycle considerations. 

 
Following the issuance of the Taxonomy, the European Commission developed so-called Delegated 
Acts that define technical screening criteria specifying core parameters of ‘sustainable economic 
activities’ that make a substantial contribution to a given environmental objective without 
significantly harming the other objectives.  These criteria aim to support sustainability-related 
disclosure by all entities offering financial products on EU financial markets: asset managers, 



institutional investors, insurance companies, pension funds, and financial advisers in all investment 
processes.  
 
The EU Taxonomy is also being gradually phased into various EU policy initiatives – such as the 
future EU Ecolabel criteria for financial products and the EU Green Bond Standard. Other EU 
operations – such as the Recovery and Resilience Facility which provides over $800 billion to EU 
member states and the EU Regional, Cohesion and Social funds include references to the ‘do no 
significant harm principle’ within the meaning of EU Taxonomy Regulation. In addition, the European 
Commission foresees that companies, investors and project promoters can use the EU Taxonomy 
criteria as an input to their environmental and sustainability transition strategies and plans. They can 
also use the EU Taxonomy criteria in their due diligence or choose to meet the criteria of the EU 
Taxonomy with the aim of attracting investors aiming to achieve a positive environmental impact 
(European Commission 2021b). 
 
Lastly, while the US currently does not plan to prepare its own taxonomy of sustainable investments, 
some analysts (Farmer and Thompson 2020) expect that US investors may use the EU Taxonomy to 
gauge whether an investment contributes to an “environmental objective,” such as climate change 
mitigation or adaptation.  
 

3. A new paradigm for environmentally sustainable development? 
 
In 2019, the International Association for Impact Assessment (IAIA) ran its annual international 
conference based on the theme of: Evolution or Revolution: where next for Impact Assessment? The 
journal Impact Assessment and Project Appraisal published a special issue in 2020 (Volume 38, Issue 
2) which drew on this conference and asked what the future of impact assessment should look like 
(Bice and Fischer 2020), and also highlighted the need for impact assessment to better protect the 
environment (Therivel 2020). Based on an understanding that “Evolution sees the gradual 
development of organizations, practice, and systems from simple to more complex forms”, whereas 
“Revolution represents a dramatic and wide-ranging shift to an entirely new paradigm” 
(International Association for Impact Assessment 2019), the following arguments set out why we 
feel the advent of Taxonomies of sustainable investments represent a revolution in thinking.  
 

Even a quick glance at the EU Taxonomy reveals that it has created an ambitious and innovative 
framework for assessing positive and adverse environmental impacts of economic activities. We 
argue that the EU Taxonomy changes the current sustainable development narrative towards one 
that: 
 

• does not allow trade-offs between the environmental, social and economic capital by placing 
emphasis on the need for development to ‘do no significant harm’ (DNSH) (see, for example, 
European Commission 2021a); 

• puts emphasis on the need for the positive contribution of development. 
 
The EU Taxonomy aims to define sustainable economic activities in very clear terms that do not 
allow environmental trade offs and aims to protect critical environmental capital. This marks a 
potentially major shift in mindsets over how sustainable development is conceived in practice. In 
order to illustrate this argument, below we conceptualise ecological versus economic framings of 
sustainable development, and explain where the Taxonomy, and the current EIA processes, fit in.  
 
Figure 1 illustrates the difference between economic and ecological framings of sustainable 
development, illustrating the limits to environmental protection afforded by an economic framing. In 
Figure 1, protection of biodiversity to a level where no species goes extinct is labelled as ‘absurdly 



strong sustainability’ after Daly (1995), which points to a mindset where environmental capital 
should never stand in the way of development. Bond et al. (2021) have argued that EIA has been 
interpreted as fitting an economic framing for sustainable development, such that environmental 
losses can be traded against economic gains. Whilst an economic framing for strong sustainability 
resists the loss of environmental capital to transfer to future populations, it can facilitate this 
through offsetting environmental loss for one component against gains in another, which can lead to 
continuous degradation in key environmental stock elements like biodiversity. Bond et al. (2021) 
argued that this framing facilitates incremental environmental losses, and global analyses seem to 
suggest that social advancement continues to take place at the expense of the environment (Fang 
2021; Fanning et al. 2021). The ‘do no significant harm’ policy frameworks that are likely to 
mushroom around the word following the adoption of the G20 Sustainable Finance Roadmap can be 
subject to this same interpretation of the acceptability of trade-offs, leading to accusation of 
‘greenwashing’.  
 
 
 

  
Figure 1 The failure of an economic discourse on sustainable development to protect the 
environment. Adapted from Bond et al. (2021). 
 
An ecological framing, and deep ecology specifically, does not accept ecological losses under any 
circumstances. This framing aligns much more closely with the Taxonomy in resisting the labelling of 
development as sustainable where any biodiversity, climate, or water metrics are threatened by 
financial investments (see figure 2). This represents a change in mindset related to interpetations of 
sustainable development from an economic framing to a more ecological framing. One which 
protects the bottom line. 
 
Bond et al. (2020) have argued that policy makers and industry have embraced EIA precisely because 
it facilitates trade-offs and provides a legitimising vehicle for environmentally destructive projects 
(see figure 2). In identifying impacts and providing evidence to decision makers, it not only highlights 
environmental loss, it also provides the evidence that facilitates the trade-offs for socio-economic 
gain, thereby operating within the economic framing boundaries for sustainable development 
outlined in Figure 1. 
 



Moreover, the weak sustainability focus that has been the basis for many EIA systems, and that is 
only concerned with the total sum of economic, social and environmental capital regardless of the 
balance between the three components, does not acknowledge that healthy ecosystems are a 
critical foundation for effective and lasting economic development. 
 

 
Figure 2 Operating space for EIA and EU taxonomy for Sustainable Activities Regulation in the 
context of sustainable development framings 
 
This change in emphasis related to sustainable development framing has the potential to deliver a 
change in mindset related to the role of EIA. Where sustainable development is defined as 
protecting the bottom line, rather than simply facilitating trade-offs in the name of economic 
development, there are implications for the way that significance is interpreted within EIA 
(potentially raising the bar such that any losses become highly significant). At the same time, this can 
potentially lead to a much increased emphasis on the ability of EIA to facilitate a positive 
contribution of development in a highly efficient way. This is because EIA is already a legal process 
worldwide. Capacity therefore already exists to undertake the necessary assessments and inform 
sustainability ratings under the Taxonomy. 
 
However, there are still risks of poor application, especially when it comes to the DNSH principle. If 
some elements of the Taxonomy, particularly in the application of DNSH would be deployed softly or 
without due verification, the environmental contributions of the taxonomy to averting the 
progressing environmental degradation may be significantly reduced as has happened in various ESG 
systems (Gyonyorova, Stachoň, and Stašek 2021; Yu, Luu, and Chen 2020). This could represent a 
slide back towards an economic framing for sustainable development, which is a worry not only for 
NGOs (e.g., Atici 2021), but also for the key actors in prudent banking practices. For instance, an 
advisory material on taxonomy prepared by an influential Bank for International Settlements (Ehlers, 
Gao, and Packer 2021, p.19) suggests that a  high-quality and consistent verification process will be 
critical for mitigating the risk of greenwashing which falsely asserts favorable placement within a 
taxonomy and advises that “supervisors and  regulatory  authorities should provide uniform 



standards of conduct for the providers of certification and verification services. Ex post assessment of 
performance should  also  be  conducted”.  
 
Obviously, the aim to “limit ‘greenwashing’” is a core objective of the EU Taxonomy (Cornillie et al. 
2021, p.3). In this regard, a question arises as to whether EIA or SEA systems will be used for 
verification of Taxonomy-related information. And if so, how exactly EIA will fulfil such a role? This 
question is important because EIA is already applied globally to better understand the implications 
of potentially harmful developments, and there are both overlaps between EIA application and the 
scope of financing projects subject to the emerging taxonomies.  Whilst this has practical 
ramifications, it also extends further since the gradual evolution of taxonomies may have important 
implications for the future development of EIA systems, recognising that the efficiency of any 
environmental policy innovation is likely to be highly contested. 
 
 

4. Potential linkages between taxonomies of sustainable economic investments and EIA 
systems  

 
With any environmental policy or legislation, there remains a question about the benefits that will 
accrue “if the parties lack the ability to comply” (VanDeveer and Dabelko 2001, p.19). Any new 
environmental policy imposed on a jurisdiction creates a need for capacity development, to establish 
systems where they did not previously exist and to make these systems operate as intended. Van 
Loon et al. (2010) highlight the need to develop capacity in terms of resources (tools); technical; 
scientific; human; organisational; and institutional. This all takes considerable time and resources, 
much of which can be bypassed through integration with EIA practice. This benefits not just the new 
taxonomies, but also presents a solution for long-called for improvements to EIA practice. The 
rapidly evolving taxonomies of sustainable economic investments basically offer an integrated and 
holistic framework for environmental scrutiny of proposed investments that satisfies earlier calls for 
EIA practice to shift its focus towards environmental sustainability assurance. This can ensure a 

substantive contribution to the goal of sustainable development. For instance, the International  
Study of the Effectiveness of Environmental Assessment proposed to move towards “the use of EA 
as a sustainability assurance (rather than an impact minimization) mechanism” (Sadler 1996, p.iv) 
and lift standards of EIA practice gradually and pragmatically through a better focus on 
environmental bottom lines to ensure natural capacities were not exceeded. This would help to 
ensure no further loss of high value environmental stock, and require compensation for losses to 
ensure no net loss.  
 
The use of the EU taxonomy could, in particular, facilitate the evolution of the EIA system to make it 
fit for the realities of the challenges of 21st century as it needs to better protect the environment. 
This essentially means that EIA has to be used in a decision context that embraces ‘do no significant 
harm’ rather than facilitating trade-offs. 
 
The basic linkages to EIA systems are already present. For instance, several criteria guiding the EU 
Taxonomy implementation – particularly those related to protection of biodiversity and sustainable 
water management – refer to outcomes of EIA processes. Other criteria (e.g., climate change 
adaptation) require assessments that may be directly or indirectly linked to EIA processes.  
 
Yet, more could be done since many EIA systems could – after some minor modifications – have the 
power to easily consider whether the proposed investments meet the requirements of the EU 
Taxonomy during:  
 

• Scoping;  



• Consideration of alternatives and mitigation and enhancement measures; 

• Assessing whether and how the proposed activity meets the criteria laid down in the Taxonomy; 
and 

• EIA review and issuance of EIA statements. 
 
Beyond these practical uses, more could be done to reposition the role of EIA in environmental 
decision-making in the new era of sustainable finance frameworks. One can easily envision the 
situation when future EIA systems directly support discussions on project financing through formal 
verification on whether the proposed economic activity fits within any given taxonomy of 
sustainable investments.  
 
However, for this to happen, the current EIA systems need to evolve. First, the regulatory 
frameworks should either mandate or at least allow the EIA processes to generate certificates of 
compliance with any relevant taxonomy of sustainable investments where a project seeks financing. 
By doing so, the EIA systems would generate much needed information of taxonomy-related 
deliberations that would be properly reviewed, formally certified, and much cheaper to obtain than 
any information generated by, e.g., advisory or audit companies that support financial market 
participants or project development process. 
 
Second, the EIA systems should shift focus beyond adverse impacts and risks and proactively explore 
positive impacts and environmental enhancement aspirations formulated through sustainable 
finance frameworks. And they should document and ideally certify that positive impacts claimed by 
the proposed projects are tangible and real.  
 
 

5. Next steps: Using the Taxonomy to change mindsets in EIA and SEA processes 
 

The EU Taxonomy has created innovative obligations for the financial sector participants that are, in 
their significance and implications, commensurate to obligations established by NEPA for decision-
making processes in the US in 1970.  
 
Similarly to NEPA, the EU Taxonomy focuses on information provision. It has been designed primarily 
for financial institutions that offer financial products on the European market and requires that 
these corporate actors (listed companies, banks, insurance companies or other companies 
designated by national authorities) disclose to what extent the activities that they carry out meet its 
criteria. While it has been designed primarily for the financial market participants, it may have direct 
linkages to environmental decision-making systems in the EU and could possibly influence like-
minded developments in other parts of the world. We argue that the EU Taxonomy represents a 
change in mindset in the way sustainable development is understood and, more importantly, 
applied. This has significant potential to change the way that EIA is used in decision making if it 
becomes accepted wisdom that ‘do no significant harm’ is the basis for sustainability. 
 
Common sense dictates that there are huge efficiency gains possible, given the need for capacity 
development, through the use of EIA as the means through which evidence is delivered to operate 
the emerging taxonomies. Since the EU Taxonomy is set to affect companies well beyond European 
borders, we invite interested experts and professionals in EU and beyond to consider whether or not 
it would be beneficial, feasible and practical to consider the framework obligations laid down in the 
Taxonomy in EIA systems. Should the EU Taxonomy-related review criteria be found relevant or 
useful, it may be useful to know what their best entry points into the EIA systems are and how they 
could be best considered or amended to fit the local contexts in which various EIA system operate. 
 



The growing environmental pressures and the emerging appetite for reorienting the future 
investment decision-making to business opportunities associated with the protection of 
environmental public goods and on prevention of the break-down in Earth’s life-support systems, 
create a perfect momentum for such an inquiry. This a unique opportunity to deliver: the long 
called-for change to the EIA system - a change in mindsets related to the use of environmental policy 
instruments in decision-making - highly efficient and effective capacity development for the 
implementation of taxonomies of sustainable investments. Surely there is great potential for a win – 
win – win situation? 
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