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Taxonomy: what’s it all about?
The dictionary defines “taxonomy” as a branch of the 
natural sciences that classifies living organisms in categories. 
Taxonomy is therefore the science of classifications. 

Known in Brussels jargon as the “Taxonomy Regulation”, 
EU Regulation 2020/852, adopted on 18 June 2020, aims 
to establish a system for classifying economic activities 
considered “sustainable”. This legislation has its origins in the 
UN Convention on Sustainable Development (2015), the Paris 
Climate Accord (2016) and the Commission’s action plan for 
financing sustainable growth (2018). It is also a tool designed 
to orient the European economy towards carbon neutrality by 
2050 under the banner of the famous European Green Deal.

In the absence of transparency, interpretations differ as to 
its practical application: for some, it is simply a conceptual 
framework, a persuasive and non-compulsory scheme that 
should encourage economic actors to follow the trajectory 
of CO2 emission reduction; for others, it is a case of hyper-
bureaucratisation allowing the financial and banking community 
to determine if an activity is sustainable and if not, penalise it 
in the long term by making access to bank financing and other 
financial instruments more difficult.

A system instigated by the financial industry

One thing for certain is that the Taxonomy file is the responsibility 
of the European Commission’s Directorate-General for Financial 
Services (or “DG FISMA”). Since the analyses have come from 
expert groups on finance and banking, a purely financial 
approach has resulted which evaluates every economic activity, 
sector and sub-sector on the basis of the risk it allegedly poses 
to the climate. Although never said explicitly, one can see that 
virtuous sectors will benefit from premium finance, while 
others could be disadvantaged, even sanctioned.

The general lack of precision in these EU proposals, not to 
mention their length (hundreds of pages), is generating much 
anxiety as the practical consequences for affected sectors have 
not been measured, nor have they been subject to consultations 
at the appropriate level.

The anxiety is particularly acute for sectors “in transition”. This 
refers to economic activities for which it is understood that 
carbon neutrality will not be reached by 2050, such as natural 
gas, biofuels and even agriculture. What is the long-term 
future of these “sectors in transition”? Will they be penalised 
or incentivised? Another worry relates to the insufficient 
consideration given to technological development and the 
binary character of the classification. Industries are classed as 
“green” or “non-green” at the expense of a more gradual and 
less punitive approach. 

The basic Regulation 2020/852 is a sort of umbrella from which 
a certain number of implementing measures, in the form of 
delegated acts, will emerge. The first of them is currently under 
preparation and concerns criteria for climate change adaptation 
and mitigation. The others will focus on the circular economy, 
biodiversity, pollution reduction, assessment of damage and 
potential sanctions.

The delegated acts are somewhat unique as they depend 
exclusively on the Commission for both their drafting and their 
adoption. Once adopted, it will be much too late to gauge the 
direct consequences for other EU policies like the Common 
Agricultural Policy, biodiversity and environment – unless the 
delegated acts are vetoed by the Council of Ministers or the 
European Parliament.

So we are only at the beginning of a long story. 
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Not only are the origins, motivations and consequences of 
the basic act and draft delegated act unclear – and therefore 
worrying – but the manner in which this file has been handled 
diverges from the rules of good governance required under 
Better Regulation. Given that no improvements are being 
made, we are taking the initiative by writing this joint article, 
whose title could easily have been “Enough is enough!”

We, Thierry de L’Escaille and Daniel Guéguen, who between 
us share decades of experience in European affairs, have 
never witnessed such bureaucratic excess before. Truth be 
told, we do not know where to start with this dossier. Who is 

responsible for it? DG FISMA? DG 
ENV? DG ENER? All of them in 
part? And who holds the levers for 
finalising the draft delegated act? 
Mrs McGuinness? Executive Vice-
President Dombrovskis? Executive 
Vice-President Frans Timmermans 
(pictured)? Who should be 
approached to obtain a precise 
response to a precise question? 
No one knows! 

The Commission wants to stay the course, but in the absence of 
any real interlocutor it is as if one were speaking into a void. This 
is why the Special Committee on Agriculture (SCA), an official 
body under the authority of COREPER I, found itself powerless 
when, having invited a representative of DG FISMA to present 
the Taxonomy file on 11 January 2021, it was met with a refusal 
and an empty chair!

No impact assessment, no translations, and a delegated act 
with “essential” elements

Everything in this file has been done the exact opposite of 
how it should be. We are not calling into question the need 
for Taxonomy per se, but how could they undertake such an 
initiative without doing an impact assessment on the draft 
delegated act, currently under preparation, even though it is 
the cornerstone of the scheme?

In the absence of any prior analysis, we are confronted with 
a mountain of paper. If the basic act is “only” 40 pages long, 
the draft delegated act comes to 500 pages including its two 
annexes. Every aspect here can be criticised. First of all, why a 
delegated act? Under Article 290 of the Treaty, a delegated act 
can deal with “non-essential elements.” Does building a tool to 
achieve carbon neutrality not qualify as “essential”? 

The co-legislators, likely drowning in the ultra-bureaucratic 
detail, decided to leave the matter to be tackled via 
implementing measures. 

Secondly, besides the basic regulation, all of the documents we 
speak of exist only in English. No translation is available. Once 
adopted by the Commission, the delegated act will be translated 
for publication in the Official Journal, but probably not the 
technical annexes which constitute the core of the mechanism 
and are intended to apply to all European businesses as of 1st 
January 2022!

Counter-powers becoming handmaidens of power

Faced with the Commission’s power grab on delegated acts 
(which it both proposes and adopts), Better Regulation helped 
create comitology committees that don’t vote, also known as 
“Expert groups”, composed of Member State representatives 
and chaired by the Commission. The merit of these groups is 
that they offer Member States the possibility of obtaining the 
text of the draft delegated act and discussing it. In the specific 
case of Taxonomy, the Commission for a long time refused 
to provide its draft to the Member States, and did so only on 
the eve of the public consultation. We have no idea when the 
Expert group will meet next, nor any idea of its work plan. 

JOINT ARTICLE

The Commission and Taxonomy: a respectful call to order
In Brussels, files often advance under the radar. In the past, it was enough to pick up the phone, call the policy officer or 
head of unit to find out where things were and what steps came next. Taxonomy is nothing like this.
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In a further denial of democracy, the Commission created an 
advisory committee comprising stakeholders. Previously known 
as the Technical Expert Group, it is now called the “Platform on 
Sustainable Finance.” But the Commission has effectively clipped 
the wings of this Platform by imposing upon its members – who 
include representatives of EU trade associations and NGOs 
– obligations of confidentiality. In other words, the counter-
power has become a handmaiden of power!



A complete absence of scientific rigour

For an issue of such importance, one might have expected 
some scientific rigour, but there has been none at all. In recent 
months we have seen several position papers denouncing 
myriad technical errors, presenting amendments and suggesting 
alternatives, e.g. harmonisation of existing standards instead of 
creating new ones, and taking technological development into 
account. 

In over 1,800 replies to the public consultation, industry has 
reiterated these demands, emphasised the punitive nature of 
the draft and expressed incomprehension at measures which 
seem to contradict the provisions of the CAP, as well as rules on 
biofuels and transition energies. 

But confronted with this situation, interest representatives find 
themselves helpless. The recent speech by the Commissioner 
in charge, Mrs Mairead McGuinness, frankly offered little more 
than moral support, while the three information seminars 
organised for stakeholders were classic examples of a “tick-the-
box exercise.” There was a need to inform, and we did it! 

The necessity of this delegated act is not so strong that it 
requires adoption by mid-April. There are two options: one, 

continue on the present path and create long-lasting disruption 
between Institutions, Member States and stakeholders, as a 
potential veto action on the first draft delegated act is starting 
to loom. Let’s not forget that a number of other delegated 
acts on Taxonomy are under preparation. And let’s also recall 
that 12 months must elapse between the adoption of the first 
delegated act and its entry into force on 1 January 2022, a target 
now impossible to achieve and an extra source of opposition 
and frustration.

The second option, and in our view the right one, is to take some 
time, bring this badly-designed dossier back to square one and 
transform it into a tool of constructive dialogue between public 
authorities, economic sectors and citizen-consumers. 

If there is no urgency to take a decision, there is certainly an 
urgency to change course!
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Faced with an avalanche of public comments and a backlash 
from a coalition of Member States (see page 4) against its 
first draft delegated act, the Commission decided in January 
2021 to seek the advice of a special public-private Platform 
on Sustainable Finance. On 19 March, the group published its 
recommendations.

Established under the Taxonomy Regulation, the Platform on 
Sustainable Finance is a multi-stakeholder body composed of 
30 representatives from EU companies, trade associations, 
NGOs and academia. Their mandate is primarily to advise 
the Commission on the Taxonomy criteria. The Platform’s 
recommendations can be grouped in three categories:

1. Maximise the current Taxonomy

They recommend improving communication with stakeholders, 
ensuring effective reporting requirements and including more 
cross-sectoral “enabling activities” that can be performed by 
any company. 

2. Develop the future Taxonomy

The recommendations call for the development of clear 
criteria to define “activities with no significant impact” as 
well as “activities that do significant harm”, as a means to 
help individuals and companies make informed investment 
decisions, as well as enabling the stopping of activities that 

cannot improve to a level of performance better than significant 
harm. 

3. Supplement Taxonomy with other tools

They also recommend the harnessing of policies and tools 
beyond the Taxonomy framework, e.g. financial product 
labelling, establishing “transition pathways” to help companies 
move from the “significant harm” to “substantial contribution” 
category, and use of metrics such as the Climate Transition 
Benchmark.

Our analysis

Overall, it must be said that the Platform’s Report is a 
considerable disappointment. It is a bureaucratic document 
that is highly abstract and virtual in its analysis, and is still a long 
way from reflecting the economic realities faced by stakeholders 
across multiple sectors. 

Moreover, by encouraging the development of criteria for 
activities that cause significant harm, the Platform is in effect 
advocating for a kind of “brown taxonomy”! 

Finally, it is not enough simply to identify activities that 
companies need to move away from; they need reassurance 
that specific activities (e.g. natural gas) will be recognised as 
transitional for a given period of time.

Thierry de l’Escaille
Secretary General

European Landowners Organisation

Daniel Guéguen
Taxonomy Alliance

Professor at the College of Europe

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/eu-platform-on-sustainable-finance-members_en.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/210319-eu-platform-transition-finance-report_en.pdf


The Lisbon Treaty stipulates that all delegated acts adopted by the 
Commission must be sent to the European Parliament (EP) and the 
Council for scrutiny. Before the end of a certain period (usually two 
months), either of the Institutions can decide to object to (i.e. veto) 
a delegated act if they reached the required majority. A successful 
objection means the delegated act cannot enter into force.

Such a scenario will be weighing on the Commission’s mind in 
recent weeks after an increasing number of MEPs and Member 
States expressed various degrees of concerns about the draft 
delegated act. 

In Strasbourg: concerns on both sides of the aisle
On the right, the EPP and ECR have slammed the first draft for 
being overly strict and potentially punitive for certain industries. 
Back in October 2020, 51 MEPs (mostly EPP and from eastern 
European countries) issued a letter calling upon the Commission 
to confer “transition fuel” status upon gas technologies. 

On the left meanwhile, the S&D and Greens-EFA group gave 
only lukewarm acceptance to the initial version (some object 
to recognising any gas investments at all as “sustainable”) and 
have warned that this may morph into outright opposition if 
the upcoming revised draft waters down the Taxonomy criteria, 
particularly on agriculture. 

The Berlaymont is therefore under pressure to find a middle 
ground between these two camps. As reported by Euractiv this 
month, ideas for compromise are circulating. For example, Pascal 
Canfin of the centrist Renew Europe group suggests moving away 
from the stark in-or-out approach in favour of a more “dynamic” 
and “inclusive” Taxonomy which takes the importance of transition 
into account. Bas Eickhout (Greens) and Sirpa Pietekainen (EPP) 
are open to the notion of a third, broad category for companies 
in transition, whilst avoiding the danger of setting the bar too low. 

For the moment, the EP must wait its turn while the Commission 
finalises the delegated act in consultation with the relevant expert 
groups. It is likely the final measure, once sent to the Parliament, 

will be scrutinised jointly by the Committees on Environment, 
Public Health and Food Safety (ENVI) and Economic and Monetary 
Affairs (ECON), where it may be subject to a resolution to object. 
To become official, any veto must be adopted in plenary by an 
absolute majority, which is currently 353 MEPs.

Member States: an East-West divide
Like the EP, national governments are mostly split along 
geographical lines, with a number of eastern and southern states 
determined to protect their “energy mix”, which envisages a 
degree of continuing investment in fossil fuel technologies. 

The Commission’s withdrawal of the first draft delegated act was 
heavily influenced by the  decision of ten Member States – Poland, 
Romania, Hungary, Czechia, Slovakia, Bulgaria, Greece, Croatia, 
Cyprus and Malta – to band together and and submit a “non-
paper” to the EU executive on 18 December 2020 criticising the 
failure to include natural gas as a “transition fuel”, or hydrogen use 
from various energy sources. 

Recent news suggests their pressure has borne fruit. On 11 March, 
Euractiv reported a leaked Commission draft which indicates that 
gas-generated electricity, provided it is below a certain threshold, 
may be recognised in a transitional Taxonomy category. However, 
a rival coalition of Member States – Spain, Austria, Denmark, 
Ireland and Luxembourg – reacted to this news with their own 
letter, warning that the Taxonomy must remain “science-based” 
and therefore deny “green” status to any fossil fuel investments. 

To veto a delegated act, the Council needs a “super-qualified 
majority”: 20 Member States representing 65% of EU population. 
It is an extremely demanding threshold, but can be reached 
especially if large countries lead the opposition and bring others 
on board. It must be recalled, however, that Member States are 
already involved in the drafting phase of the delegated act due to 
their role in the Expert Group on Sustainable Finance. Unless the 
officials sitting on this forum are unsatisfied with the final draft, 
the chances of a Council veto are slim. 

Latest developments

At the time of writing, a new version of the draft delegated 
act and annexes has been leaked. While significant changes 
have been made to the Taxonomy criteria, in our view they 
are still not sufficient. The Member State Expert Group is 
scheduled to meet on 24 March to discuss the file, while 
the Commission is reportedly aiming for final adoption by 
21 April 2021. 

POST-ADOPTION

Taxonomy delegated act: what chance of a veto?
The Commission must walk a precarious tightrope in order to win the approval of as many stakeholders as possible for its 
delegated act. This balancing act is especially delicate when dealing with the co-legislators.

4

The Comitology 
Newsletter

#69, March 2021

Comitology Newsletter Editorial Team: 
Editor-in-chief: Daniel Guéguen, daniel.gueguen@eppa.com 
Deputy Editor: Steven Corcoran, steven.corcoran@eppa.com

https://www.politico.eu/wp-content/uploads/2020/10/Letter-on-Taxonomy-and-EU-Financing-Mechanisms-1.pdf?utm_source=POLITICO.EU&amp;utm_campaign=9b7bba01b3-EMAIL_CAMPAIGN_2020_10_26_06_00&amp;utm_medium=email&amp;utm_term=0_10959edeb5-9b7bba01b3-190493261
https://www.euractiv.com/section/energy-environment/news/parliament-spells-out-red-lines-in-eu-battle-over-green-finance/?s=09
https://www.euractiv.com/section/energy-environment/news/leak-eu-considers-expanding-role-of-gas-in-green-finance/
https://twitter.com/BasEickhout/status/1369982286104563714
https://twitter.com/BasEickhout/status/1369982286104563714
https://ec.europa.eu/transparency/regexpert/index.cfm?do=groupDetail.groupDetail&groupID=3603

