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Policy Brief | Inclusive Green Finance Policy of Papua New Guinea 2022 

 

Introduction   

The Inclusive Green Finance Policy project (IGFP) was launched in June 2021 with the goal of supporting 

Papua New Guinea’s (PNG) financial sector transition into one that is more inclusive, sustainable, and 

resilient. There is a growing global consensus that financial institutions have an important role to play in 

addressing major social and environmental challenges such as climate change; the IGFP project was 

conceived against this backdrop and represents one of the first steps taken by the Bank of Papua New 

Guinea (BPNG) and other stakeholders to accelerate the transition of PNG’s financial sector.  

The IGFP project’s main output is the Inclusive and Green Taxonomy (taxonomy). In addition, there are 

two accompanying documents:   

• A Diagnostic Report was prepared to provide a comprehensive review of relevant policies, 

strategies, and roadmaps issued by the PNG government as well as salient barriers hindering their 

implementation, and  

• An Implementation Roadmap was developed to present a detailed list of activities that BPNG, 

financial institutions, and government agencies could undertake to create an enabling environment 

for the effective application of the taxonomy.   

  

The project was led by a Steering Committee composed of BPNG (Chair), the Department of Treasury, the 

Climate Change and Development Authority, the Centre for Excellence in Financial Inclusion, the Alliance 

for Financial Inclusion, the Global Green Growth Institute, and the New Zealand Ministry of Foreign 

Affairs and Trade. A Technical Working Group composed of government agencies, financial institutions, 

non-governmental organizations, international organizations, industry associations, and academia offered 

valuable input based on their respective points of view. All project activities were funded with generous 

support from the New Zealand Ministry of Foreign Affairs and Trade.  

 

The IGFP is comprised of 3 main component parts corresponding to the 3 main outputs. Each is outlined 

and briefly elaborated as follows:  

Output 1| Part 1 (Main Output): Inclusive & Green Taxonomy of Papua New Guinea 

The Green and Inclusive Taxonomy of Papua New Guinea is designed for investors, lenders, and other 

financial sector participants to identify, monitor, and demonstrate – through quantitative metrics – the scope 

and volume of their inclusive and green financial flows, whether it is in the form of a loan, equity, guarantee, 

or some other financial instrument.   

  

The term “inclusive and green finance” here refers to public and private funds earmarked to support the 

transition to a low-carbon, inclusive, and climate-resilient economy. One of the key steps to mobilizing 

inclusive and green finance at scale is a consistent, transparent, and practical definition of what constitutes 

a green and/or inclusive activity. A comprehensive list of such definitions is referred to as an inclusive and 
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green classification system or taxonomy, and it is key to operationalizing the transition to a low-carbon, 

inclusive, and climate-resilient economy 

Since the launching of the project in June 2021 the first interim output was an inception report summarizing 

all the government policies, strategies, roadmaps, and work plans as well as a tentative structure of the 

taxonomy was presented to the Steering Committee. This was then followed by extensive stakeholder 

consultation-combination of conferences and one-on-one interviews including a pilot application of the 

taxonomy to a microfinance institution to better understand the technical and capacity related barrier. After 

several rounds of revisions based on inputs from the SC and TWG, the taxonomy was released to the public 

in August 2022 for comments.  

The development of the taxonomy was guided by certain objectives, criteria, and principles. The 6 main 

principles considered and followed while drafting the IGFP include: 

 Principal 1: Contribute to national policies and targets. 

 Principal 2: Address and make a significant contribution(s) to addressing environmental challenges 

and promoting inclusive growth 

 Principal 3: Cover priority economic sectors 

 Principal 4: Align with international standards and good practices 

 Principal 5: Comply with ESG standards 

 Principal 6: Iterative, dynamic, and continuous review and development 

 

The taxonomy is in a tabulated matrix with 11 key sectors each constituting several macro and sub-sectors 

grouping all the necessary activities/technologies with their respective technical screening criteria and PNG 

Agency Domain responsible for this being outlined. 

The next steps here (after the policy is launched) would be setting up a Green Finance Centre and testing 

the Taxonomy in one or two financial institutions. This is a transition period set by the SC for a 2-year 

period (2023-2024) before requiring reports from financial institutions and other entities on their inclusive 

and/or green financial flows based on the taxonomy. During this time the SC will consider various matters 

concerning the taxonomy’s application such as its (i) scope, (ii) modality, and (iii) type of support needed 

to build capacity and facilitate the transition process.  

 

Output 2| Part 2: Diagnostic Report on the State of Inclusive and Green Finance in Papua New 

Guinea  

This report contributes to the development of the Inclusive and Green Taxonomy and Implementation 

Roadmap for the banking sector in PNG. The main purpose is to provide a straightforward overview of the 

financing ecosystem to answer the key questions: How is PNG doing in terms of Inclusive and Green 

Finance? What are the facilitating factors and the obstacles in financing inclusive and green activities and 

projects?  

  

Hence, the goal of the project team was to quickly review information about the financial sector’s supply 

and demand drivers and stakeholders (customers, suppliers, practices, goods and services, etc.) and provide 

a concise report with conclusions that can help provide future direction to the drafting of the taxonomy and 

roadmap. The intended users of the taxonomy are (i) PNG’s financial sector stakeholders – regulators, 
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banks, microfinance institutions, and saving and loan societies – who are being encouraged to channel more 

domestic finance towards inclusive and/or green projects, and (ii) supporting organizations such as the 

Centre for Excellence in Financial Inclusion (CEFI). It is also expected that the taxonomy will facilitate the 

inflow of international finance to support PNG’s climate and other sustainability-related objectives.  

  

The development and effective implementation of the taxonomy requires a solid foundation (i.e., laws, 

regulations, policies, practices, institutions, expertise, digitalization, etc.) and wide-ranging market 

knowledge which is data-driven. Likewise, the findings and conclusions of a diagnostic, or any intervention 

for that matter, should be based on data. Regrettably, market data in general in PNG is a very scarce 

commodity. Rather than being able to rely on data from the statistical office, the central bank, the financial 

institutions operating in PNG, and sources such as government agencies and donor institutions, we were 

compelled to take a different approach in drafting this report. Since there is little data available on FI’s loan 

portfolios, FI loan clients, and other key driving factors around inclusive and green finance, we base our 

findings and recommendations mainly on one-on-one interviews with knowledgeable stakeholders from 

PNG – members of the Steering Committee (SC) and Technical Working Group (TWG) as well as other 

key market experts and government representatives – and international best practices from more developed 

countries.  

    

As per the terms of reference of this project, the primary focus area was the financial sector. Regrettably, 

there is little to reflect on because financial institutions mostly do not disclose relevant information in their 

annual reports. None of the banks offer special loan products which target even simple activities which 

support environmental efforts, starting from, e.g., the purchase of solar lanterns and up to investing in 

energy-efficient machinery and equipment. The banks and MFIs interviewed do not track the specific 

purpose of a loan in their Management Information System (MIS) other than if the loan is for working 

capital or capital expenditure. The sector-disaggregated portfolio data which is available about lending in 

PNG vaguely suggests that only a very small proportion of lending is allocated to activities that would 

potentially qualify as inclusive and/or green finance.  

  

Additionally, MFIs and savings and loans societies have a very small share in the overall savings and credit 

portfolio of PNG’s financial sector, and all information we were able to obtain – admittedly scarce – suggest 

they are not active in the sectors of interest, i.e., those that would be classified as green and/or inclusive. 

That said, these institutions could, in the near future, play a role, e.g., replicating models from other 

countries regarding saving, lending, and payment systems for small solar-powered or energy-efficient 

household appliances, green building material, or energy efficient machinery.   

  

Our desk research indicates that three of the four commercial banks have fairly well-developed 

Environmental and Social Management Systems (ESMS); however, the two international banks have not 

applied them to their PNG subsidiaries to date. ESMS include strategies, policies, and tracking and 

reporting of inclusive and green finance – discussed later in this report.  

  

Finally, the overall commercial market for inclusive and/or green investments in PNG is very small, as is 

the awareness among consumers and MSMEs. For the easily discernible market which does exist, such as 

PV installations or other small-scale renewables, there is minimum to no data (there is no central database 

of climate mitigation or adaptation projects). FIs, due to their limited MIS, cannot identify loans which 

could potentially be financing inclusive and/or green projects. Even donor-funded climate projects require 

extensive time and effort to discover across websites or press releases. The entire ecosystem for green 

investments is, as our interviews and research have indicated, very weak. So, the scale up of private 
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investment in inclusive and green projects will require interventions on many dimensions and systemic 

changes, beyond just making loans available. Catalyzing commercial finance into activities which reduce 

environmental impacts of commodity driven sectors and deforestation, to mitigate emissions, and to adapt 

infrastructure to climate change will require a demand driven approach. The challenge is how to effectively 

influence market stakeholders’ decision to invest in sustainable projects, activities, sources and supply 

chains. However, any change in sustainable finance regulations and guidelines requires comprehensive 

efforts and clearly articulated incentives and penalties to promulgate Environmental, Social, and 

Governance (ESG) standards. Lack of capacity and experience inhibits banks from anchoring ESG-related 

opportunities in finance products that both safeguard environmental stability and generate profit.  

 

Output 3| Part 3: Implementation Roadmap 

This roadmap sets out practical steps necessary to implement the Inclusive and Green Finance Policy 

(IGFP) – in particular the Inclusive and Green Taxonomy (which is one of the components of the Inclusive 

and Green Finance Policy) – in Papua New Guinea (PNG). The roadmap is less of a high-level narrative or 

vague aspirational strategy document but more a step-by-step practical to-do list and work plan with 

deliverables and timelines essential to operationalize the taxonomy. The current version of the roadmap, 

therefore, is intended only for the Bank of Papua New Guinea (BPNG), Centre for Excellence in Financial 

Inclusion (CEFI), and PNG’s financial institutions (FIs).  

  

The specific objectives of this roadmap are to:  

1. Integrate environmental and climate-resilient decision-making criteria into the financial sector 

2. Provide broad guidance and good practices on low emission climate resilient development to financial 

system stakeholders 

3. Help align and unify environmental and social policy actions across ministries, BPNG, and financial 

institutions  

4. Strengthen the private sector ecosystem for inclusive and/or green finance  

5. Ensure the stability of financial institutions and enable them to withstand the effects of climate change 

through effective climate risk management 

6.  Promote the development of inclusive and/or green financial products and services 

7.  Crowd-in private sector funding and mobilize predominantly private capital for sustainable investment   

8. Introduce environmental, social, and governance (ESG) standards and risk management in FIs’ lending 

and disclosure practices  

  

We expect the implementation of the taxonomy to be challenging and involve significant resources and 

time from both the BPNG and the FIs. The process will be supported by the Green Finance Centre as well 

as other technical assistance providers and experts. We estimate that the transition process will require at 

least 24 months. We anticipate that the implementation will be an iterative, actively managed process and 

that the roadmap and necessary tasks will be amended occasionally to reflect challenges, the evolving needs 

of the market and international best practices, institutional capacities, skill levels, data availability, 

technologies, and priorities of the government of PNG (GoPNG) and stakeholders.  

  

Developing the taxonomy, although a time-intensive and collaborative endeavor, can be considered an 

output and the easy part of the overall effort. It is what one does with the taxonomy that matters and will 

impact the intended outcome. The taxonomy is only a classification system that ensures everyone is 

speaking the same language when it comes to describing an activity as inclusive or green. Hence, the 
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taxonomy – if applied in a robust manner – facilitates the reporting of inclusive and/or green loans and 

investments by the financial sector and prevents greenwashing.   

  

The transition process is intended to provide FIs with sufficient time to consider the impact of their loans 

and investments through the sustainability lens, and also to develop a strategy to gradually redirect their 

financial flows towards inclusive and/or green projects. Disclosing their green activities through key 

performance indicators to the public and investors, FIs will be held accountable for their direct and indirect 

impact on PNG’s environment and global climate change. The taxonomy and ESG reporting will also allow 

individuals and companies to determine the impact of their economic activity and if those activities are 

affecting PNG natural capital and contributing to environmental goals and in line with PNGs strategies and 

policies.  

 

The roadmap has been uploaded as a read only Project Gantt chart at the following link:  

https://app.instagantt.com/shared/s/7ueSWolhHHl2hfcQ68TQ/latest  

 

It outlines a series of activities or tasks which are grouped by the organization which will be held 

accountable for delivering the planned activities or tasks. There are four organizations that are the main 

actors or stakeholders in implementing the IGFP:  

 Green Finance Centre  

 Bank of Papua New Guinea  

 Commercial Banks  

 Microfinance Institutions  
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