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Abstract 
This study investigates Green Fiscal Policy (GFP) as a strategic tool for promoting sustainable economic 
transformation through a Systematic Literature Review (SLR) approach combined with bibliometric analysis. By 
examining 83 articles indexed in the Scopus database up to July 2025, the research highlights publication trends, 
geographic distribution, thematic focus, and key contributions to GFP discussions. The findings reveal a notable rise 
in publications after the 2015 Paris Agreement, with China leading as a major source of literature, while 
contributions from developing countries remain limited. The analysis also identified six key pillars of GFP success: 
fiscal accountability, energy transition, environmental data integrity, promotion of green innovation, cross-sector 
approaches, and integration of Environmental, Social, and Governance (ESG) frameworks. These results reaffirm 
GFP's role as a catalyst for fiscal reform that can align economic growth with environmental sustainability. This 
research makes a theoretical contribution to the environmental economics literature and offers practical 
recommendations for developing adaptive, inclusive, and context-specific green fiscal policies, especially in developing 
countries. 
Keywords:Green fiscal policy, sustainable economic transformation, environmental taxes, subsidies, energy 
transition, ESG. 
 
INTRODUCTION 
Green fiscal policy is increasingly seen as a key tool for promoting environmental sustainability and 
inclusive economic growth. The literature indicates that fiscal instruments such as environmental taxes, 
subsidies, and green bonds not only function as mechanisms for redistribution but also act as catalysts 
for structural change toward a low-carbon economy (Jakob et al., 2019; Jones, 2011; Koval et al., 2023). 
Environmental tax reform has been shown to enhance resource efficiency and promote clean technology 
innovation, although the impact is heavily affected by the institutional context and political capacity in 
each country (D'Orazio, 2025; Ekins & Speck, 2011). Empirical results also highlight the challenge of 
implementing environmental taxes, as seen in Germany, which has shown limited effectiveness in 
reducing pollution (Erdogan, 2024; Omodero & Alege, 2022). Meanwhile, targeted subsidies in China 
are significantly encouraging green innovation (T. Bai et al., 2024; Zhao et al., 2023). This underscores 
that the success of green fiscal policies relies heavily on the design of instruments and sufficient 
institutional support. 
Even so, several research gaps are still clearly visible. The absence of longitudinal studies and cross-border 
comparisons hampers a more comprehensive understanding of the long-term effects of green fiscal 
policies, and integration with other policy areas such as international trade, innovation, and social 
protection remains limited, while cross-sectoral synergies are crucial to ensure a fairer distribution of 
benefits (Gao, 2023; Ridwan et al., 2025). Another gap is the limited research on the impact of green 
fiscal policies on small businesses and low-income households, the groups most vulnerable to the 
regressive burden of environmental policies (Omodero & Alege, 2022). This situation highlights the 
urgency of research using the SLR method to develop a more solid analytical framework for designing 
effective and inclusive policies. 
The SLR methodology has proved to be relevant because it enables systematic synthesis of literature, 
identification of research trends, and mapping of knowledge gaps (Damasceno & Gomes, 2023; 
Pasupuleti & Ayyagari, 2023). Using academic databases like Scopus and the Web of Science, researchers 
can evaluate the quality of publications and discover underexplored themes, such as the socio-economic 
impact of green fiscal policies (Palmaccio et al., 2023; Vejaratnam et al., 2020). However, a major 
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challenge in SLR is managing the growing volume of publications and ensuring the validity of the 
references used (Riano & Rojas, 2023). Therefore, combining SLR with bibliometrics is becoming an 
increasingly important strategy because it not only analyses the content of the literature but also maps the 
distribution, influence, and development trends of academic discourse (Palmaccio et al., 2023). 
With this framework, this study poses three main questions: whether green fiscal policy remains a 
significant topic for future academic research (RQ1), how it develops as a research field, and whether it 
stays relevant for future sustainability and economic policy agendas (RQ2). How are the distribution and 
focus of studies related to Green Fiscal Policy in various regions and disciplines (RQ3)? What are the 
theoretical and practical implications that can support fiscal policy reform toward environmental 
sustainability? 
Through a combination of Systematic Literature Review (SLR) and bibliometric analysis, this study not 
only provides an academic understanding of the effectiveness of fiscal instruments but also offers 
normative contributions to public policy theory and sustainable economic practices. Analysis using 
VOSviewer and the Scopus database up to July 17, 2025, allows for a comprehensive mapping of the 
literature's evolution, thereby offering important insights into the relevance and strategic direction of 
green fiscal policies within the framework of global sustainable development. 
 
LITERATURE REVIEW 
Green Fiscal Policy (GFP) is a strategic approach used by the government to internalise environmental 
costs within the economic system through fiscal tools such as subsidies, taxes, and public spending. This 
definition consistently appears in various studies showing that GFP aims to reduce carbon emissions, 
improve ESG (Environmental, Social, and Governance) performance, and promote low-carbon economic 
growth (Miao et al., 2023; Omodero & Alege, 2022). GFP also plays a key role in fiscal reforms focused 
on strengthening sustainable development and combating climate change (T. Bai et al., 2024; Boora & 
Karakunnel, 2023). 
In the implementation context, green fiscal policies align public financial mechanisms with long-term 
environmental goals. This includes supporting the clean energy transition and reducing environmental 
degradation through strategic spending and fiscal incentives designed to promote green investment, 
especially in the private sector (Mazina et al., 2022; Tchorzewska, 2024). This approach is not only 
economic but also political because it involves budget reform and collaborative cross-sector fiscal 
management (Y. Bai et al., 2024; Xiong et al., 2023). 
Conceptually, this policy demonstrates the synergy between economic growth and environmental 
conservation, shown through innovative fiscal strategies like tax incentives, tax credits, accelerated 
depreciation, feed-in tariffs, and environmental credits. The success of these policies depends on their 
ability to promote green innovation, enhance environmental indicators such as water and air quality, and 
encourage corporate behaviour toward more sustainable investments (Alsmadi & Alzoubi, 2022; Yang & 
Tang, 2025). Therefore, this literature indicates that systematically strengthening and adapting green fiscal 
policies is a vital step in supporting low-carbon development goals and the global energy transition. 
  
Table 1: Define elements of green fiscal policy 

Number Defining factors of green fiscal policy Author 

1 Green fiscal policy is a government-managed financial approach that 
aims to reduce emissions and improve ESG performance through 
subsidies, taxes, and expenditures that mitigate environmental damage. 

(Miao et al., 
2023) 

2 Green fiscal policies are the government's efforts to encourage efficient 
investment in renewable energy by aligning financial mechanisms with 
environmental goals. 

(Mazina et al., 
2022) 

3 Green fiscal policies include budgeting strategies that focus on the 
energy transition, climate change, and green growth to reduce 
environmental degradation. 

(Boora & 
Karakunnel, 
2023) 

4 Green fiscal policy refers to government policies that integrate 
environmental considerations by maximising fiscal components to 
support low-carbon economic development. 

(Omodero & 
Alege, 2022) 
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5 Green fiscal policies include economic tools such as fiscal transfers and 
budget reforms designed to reduce environmental degradation and 
carbon emissions collaboratively across sectors. 

(T. Bai et al., 
2024) 

6 Green fiscal policy is an innovative fiscal approach to improve 
environmental indicators such as coastal water quality and CO2 
reduction through strategic spending. 

(Yang & 
Tang, 2025) 

7 Green fiscal policy involves providing fiscal stimulus and 
environmental credit incentives to guide polluting companies towards 
more sustainable investment behaviour. 

(Ji et al., 
2021) 

8 Green fiscal policy refers to strengthening investment in 
environmentally friendly technology-based companies through tax 
incentives and subsidies.  

(Tchorzewska, 
2024) 

9 Green fiscal policy is a government strategy that uses green credit policy 
stimulus to encourage company green innovation by strengthening 
financial instruments and providing more targeted incentives. 

(Xiong et al., 
2023) 

10 Green fiscal policy is a series of government interventions that align 
public revenues and expenditures to safeguard the environment and 
climate, with an emphasis on subsidies and tax reform. 

(Alsmadi & 
Alzoubi, 
2022) 

 
METHODS AND ANALYSIS 
This study employs a systematic literature review (SLR) approach combined with bibliometric analysis to 
quantitatively examine the development, structure, and dynamics of research related to Green Fiscal 
Policy (GFP) in the context of sustainable development. This combination of methods aims to identify 
trends, patterns, key contributors, and recent issues in the field. The SLR process follows the PRISMA 
framework, which ensures transparency in the selection process and synthesis of related literature 
(Muhmad et al., 2024). The inclusion criteria are: (1) articles published up to July 17, 2025, (2) focusing 
on green fiscal policy topics, (3) documents in the form of scientific articles, and (4) publications in 
English. Additionally, bibliometric analysis is conducted using VOSviewer to visualise citation networks, 
author collaboration patterns, keyword linkages, and theme mapping. The results reveal the Intellectual 
Structure, Cross-Disciplinary Linkages, and the Evolution of Scientific Discourse about Green Fiscal 
Intervention (Ayaz & Zahid, 2024; Karunanithi et al., 2024; Tao & Chao, 2023). 
The combination of bibliometric analysis and systematic review helps researchers synthesise empirical 
findings and map the landscape of research activities, including identifying key contributors and emerging 
trends (Y. Liu et al., 2024; Mohamed Noor & Ngadi, 2024; Q. Shang & Jin, 2023). Integrating these two 
approaches offers a comprehensive view of the development, historical progression, and future directions 
of the research field, making it especially valuable in interdisciplinary studies for gaining deeper insights 
(Donthu et al., 2021). Bibliometric analysis is also used for strategic purposes in scientific publishing, as 
introduced by Broadus (1987) to evaluate scientific journals based on their impact and influence (Aria & 
Cuccurullo, 2017). 
The initial phase of this study begins with a careful selection of keywords using a top-down macro 
approach, starting with broad themes such as sustainable development, environmental economics, and 
fiscal instruments, then narrowing down to more specific terms related to "green fiscal policy." These 
keywords are incorporated into the article title, abstract, and keywords sections to guide the process of 
searching for articles in the Scopus database. The Scopus database was selected because of its extensive 
scope and robust citation indexing capabilities, enabling researchers to conduct a systematic literature 
review, identify field experts, monitor current research developments, and track emerging trends in green 
fiscal policy at both macro and micro levels. 
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Figure 1: Systematic Literature Review Information Flow Using PRISMA 
 
Based on the search results obtained on 17 July 2025 from the Scopus database using article titles, 
abstracts, and keywords: "Green Fiscal Policy" covering various academic disciplines, from the earliest 
publication in 2001 to the most recent in 2025, the total number of documents related to the Green 
Fiscal Policy was recorded as 1,135 documents (see Figure 1). After that, a document screening process 
was carried out based on classification and suitability with the scope of the study. Eliminated documents 
include: book chapter (6), retracted (4), Erratum (2), review (1), conference paper (1), book (1), and non-
English articles (1), so that the total eliminated is 16 documents. The final sample analysed in full 
consisted of 83 articles. These selected articles were further analysed to answer the following research 
questions: RQ1: How has Green Fiscal Policy evolved as a research field, and is it still relevant for the 
sustainability agenda and future economic policies? RQ2: How is the distribution and focus of studies 
related to Green Fiscal Policy in various regions and disciplines? RQ3: What are the theoretical and 
practical implications that can support fiscal policy reform towards environmental sustainability, 
particularly in developing countries? 
 
RESULT AND DISCUSSION 
This study's results concentrate on the findings of 83 articles in the Scopus database regarding Green 
fiscal policy. This data was collected by identifying the number of articles published, their distribution 
over the years, and the journal sources. The study also emphasises the most influential aspects of green 
fiscal policy research, including the author's name, institutional affiliation, and the country of origin of 
the research. 
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How has Green Fiscal Policy evolved as a research area, and does it remain relevant to the sustainability 
agenda and future economic policies?  
Based on data obtained from the Scopus database, it is known that over more than two decades, the 
number of scientific papers discussing green fiscal policy has reached 83 articles. This indicates that 
studies on green fiscal policies remain relatively scarce, as shown in Figure 1. The development of green 
fiscal policies has started to progress in the last two decades, particularly since 2024. The initial research 
was conducted by Scholtens (2001), titled "Borrowing green: Economic and environmental effects of 
green fiscal policy in The Netherlands," suggesting that green fiscal policy is beginning to gain attention 
in academic and public policy circles. However, this was not followed by a significant rise in research 
during 2001-2014, which averaged 0-1 documents per year. After 2015, coinciding with the launch of the 
Paris Agreement, the number of publications began to increase, although still limited. This marked an 
early awareness of the role of fiscal policy in supporting sustainable development (Nurfatriani et al., 2015). 
Then, between 2021 and 2024, a notable surge is observed in Graph 1, with a sharp rise from around 2 
documents in 2021 to over 20 in 2023, reaching a peak of 25 documents in 2024. This growth reflects 
academic and policy responses to global issues such as the post-pandemic green economic recovery, the 
energy crisis, and the transition to renewable energy, as well as the urgency of implementing 
environmentally focused fiscal policies, including carbon taxes and the removal of fossil energy subsidies 
(Phung et al., 2023; Y. Shang et al., 2023; Zhao et al., 2023). Additionally, the decrease in data for 2025 
is due to data collected earlier in the year (provisional data), but long-term trends demonstrate positive 
growth, and interest in GFP is not only a significant academic topic but also highly pertinent to the future 
of global economic and sustainability policies, especially amid the push towards a low-carbon economy 
(Zhou & Lin, 2025). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
     
            Source: Scopus database 
Figure 2: Number of Green fiscal policy publications 
 
How is the distribution and emphasis of studies connected to Green Fiscal Policy across different 
regions and disciplines? 
The analysis of the distribution of research on green fiscal policy in 83 articles was conducted by 
categorising articles based on classifications such as countries, regions, affiliations, sources, and authors, 
with a limit to only the top 10 articles for each category. This classification aims to identify the countries 
and academic communities most actively discussing green fiscal policy reforms.  
The results demonstrate that China overwhelmingly leads in the number of scientific publications with 
58 articles, followed by countries such as Pakistan and Turkey with 5 articles each, and the United 
Kingdom with 4 articles. Meanwhile, contributions from developing nations like Indonesia, Kazakhstan, 
and Nigeria remain comparatively low (see figure 3). This geographical distribution suggests that although 
global interest in green fiscal policies is growing, the production of knowledge remains concentrated in 
certain regions and is not evenly spread across all parts of the world, especially in the countries of the 
Global South. 
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Understanding the regional distribution and concentration of institutions in the study of Green Fiscal 
Policy is crucial for fostering cross-disciplinary collaboration and serving as a foundation for developing 
adaptive green economic policies, particularly in developing countries facing environmental and fiscal 
challenges simultaneously. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Scopus database 
Figure 3: Number of articles by country or territory (top 10 countries) 
 
When categorised by country or region, the allocation of scientific studies related to the Green Fiscal 
Policy shows a clear dominance by China, with 50 articles, followed by Pakistan, Turkey, and the United 
Kingdom, with around 3 and 4 articles, respectively. Other contributing countries include Italy, Malaysia, 
Austria, Indonesia, Kazakhstan, and Nigeria. 
These findings suggest that the topic of Green Fiscal Policy has garnered considerable attention in 
developing countries and large economies that actively incorporate green fiscal strategies into their 
national development plans. China's significant contribution reflects the country's fiscal policy focus on 
decarbonisation and green economic growth, as well as the global urgency to address climate change 
through fiscal measures. Researchers may also analyse the relationship between countries involved in 
Green Fiscal Policy research using the VOSviewer software. This step is vital for developing a systematic 
prospective research agenda. The visual insights from VOSviewer assist in mapping the connections and 
collaborations between nations in the development of sustainability-focused fiscal discourses and policies 
(see Figure 3). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Output VOSviewer Software 
Figure 4: Network country visualisation 
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These findings further reinforce the idea that the issue of Green Fiscal Policy is not only a concern in 
developed countries such as China, the United Kingdom, and Italy, but also attracts significant attention 
in developing countries like Pakistan, Malaysia, Indonesia, and Nigeria. The chart showing the 
distribution of documents by country indicates that China leads with the highest contribution to the 
Green Fiscal Policy literature, signalling the country's strong interest in integrating fiscal measures that 
support environmentally-focused economic growth. 
Second, the distribution of scientific papers related to Green fiscal policy by institutional affiliation is led 
by the University of International Business and Economics (China), with 3 articles; Luliang University 
(China), with 3 articles; Beijing Normal University (China), with 3 articles; Northeastern University 
(China), with 3 articles; Guandong University of Foreign Studies (China), with 2 articles; Mustafa Kemal 
University (Turkey), with 2 articles; Capital University of Economic and Business (China), with 2 articles; 
Xiamen University (China), with 2 articles; and Harbin University of Commerce (China), with 2 articles. 
(see Figure 4). 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Scopus database 
Figure 5: Number of articles by affiliation (top 10 affiliations) 
 
The dissemination of the Green Fiscal Policy study in the top 10 publications indicates that scientific 
interest in this topic is not limited to academic institutions in developed countries or those focusing on 
environmental issues, but also includes developing nations that are increasingly engaging with the global 
sustainability agenda. Notably, countries such as China and Turkey dominate the production of academic 
literature on Green Fiscal Policy. 
Third, the allocation of studies on green fiscal policy based on publication sources is led by Resources 
Policy Journal with 4 articles, Environmental Science and Pollution Research with 3 articles, Finance 
Research Letters with 2 articles, and Energy Journal with 2 articles. Furthermore, the development of 
multiple sources within the same publication over the years has increased, indicating that this publication 
remains focused on environmental issues. (see Figure 5). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                    
 Source: Scopus database 
Figure 6: Number of articles by sources (top 10 affiliations) 
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Fourth, the distribution of researchers conducting studies in the field of green fiscal policy. The leading 
ten authors include Bi, S., with 3 articles, and Anser, M.K., Bai, T., Chang, K., Erdogan, S., Li, Y., Lin, 
B., Liu, Z., Shang, Y., Zhong, S., each with 2 articles (see figure 7). 
   
 
 
 
 
                   
 
 
 
 
 
 
 
 
 
 
             Source: Scopus database 
Figure 7: Count of publications by author (top 15 authors) 
 
What are the theoretical and practical implications that could underpin fiscal policy reform for 
environmental sustainability? 
This review was conducted on 83 documents sourced from the Scopus database concerning Green Fiscal 
Policy. The VOSviewer software is utilised to demonstrate that the bibliometric analysis results have 
significant theoretical and practical implications for future environmentally focused fiscal policy reforms. 
Metadata analysis using VOSviewer enhances understanding for researchers and policymakers regarding 
the assumptions, theoretical frameworks, and empirical findings established in previous studies. From 
the perspective of practitioners and policymakers, these findings can serve as a foundation for developing 
adaptive and sustainable fiscal policies, such as removing fossil energy subsidies, offering tax incentives 
for green technologies, or implementing climate-based budgeting. Therefore, these studies have the 
potential to systematically accelerate fiscal reforms that facilitate the green economic transition, 
particularly in developing countries.  
According to Figure 8, the emergence of topics includes green fiscal policy (102), green economy (82), 
sustainable development (80), emission control (71), public policy (57), investments (47), energy 
conservation (45), sustainability (40), economic growth (38), environmental policy (36), environmental 
pollution (25), and renewable energy (19). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Output VOSviewer Software 
Figure 8: Co-occurrence framework and representation key terms 
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Table 2: Keywords by authors 
Rank Keywords Total links 
1 Green fiscal policy 102 
2 Green economy 82 
3 Sustainable development 80 
4 Emission control 71 
5 Public policy 57 
6 Investments  47 
7 Energy conversation 45 
8 Sustainability  40 
9 Economic growth 38 
10 Environmental policy 36 

              Source: Output VOSviewer Software 
 
Based on the results of mapping and reviewing previous studies, it was found that there were limitations 
in prior research. Most studies on Green Fiscal Policy remained focused on developed countries, with 
significant contributions from countries such as China (see Figures 2 and 4). Therefore, future research 
should also target developing countries or regions with more established fiscal systems to address these 
gaps and enhance understanding in a global context. 
This research significantly contributes to understanding how Green Fiscal Policy can promote fiscal 
reform and enhance organisational sustainability performance (Chen & Li, 2023; H. Liu et al., 2023). 
This is achieved through fiscal instruments such as tax incentives for the environment, renewable energy 
subsidies, and environment-based budgeting mechanisms. A cross-cultural approach to implementing 
these policies is also becoming increasingly important, particularly in developing countries that rely 
heavily on fiscal effectiveness to drive structural transformation towards a green economy (Mazina et al., 
2022; Primc et al., 2024; Yeboah et al., 2024). Therefore, an integrated and contextual fiscal strategy is 
necessary and should align with global sustainable development targets. 
The approach to green fiscal policy varies significantly between developed and developing countries due 
to their differing economic, social, and institutional complexities. Developed nations generally possess 
stronger fiscal and institutional capacities, enabling them to adopt more effective policies for reducing 
emissions and promoting renewable energy investments (Romano et al., 2017). Conversely, developing 
countries encounter challenges such as pro-cyclical fiscal policies, large informal economic sectors, and 
reliance on external funding (Deniz & Elgin, 2011; Uz Zaman & Sarker, 2022). Fiscal decentralisation 
strategies have been shown to boost green productivity through technological innovations and 
environmental regulations, as seen in China (B. Wang et al., 2022). Additionally, instruments like 
environmental taxes can counteract the adverse effects of foreign investment on sustainable energy 
objectives. Meanwhile, advancements in digital technology significantly enhance environmental quality 
in high-income countries, though their impact remains more limited in developing nations (Ben Youssef 
& Dahmani, 2024). Consequently, international cooperation, integrated cross-sector policies, and 
context-specific fiscal strategies are essential to bridge the gap and meet global sustainable development 
goals. 
Findings from various studies indicate that essential aspects such as fiscal accountability, support for the 
energy transition, environmental data integrity, stimulation of innovation and green technology, cross-
sector communicative approaches, and ESG performance are vital for successful fiscal implementation. 
These values must be incorporated into institutional design to ensure that fiscal policy reform is not 
merely technocratic but also ethical and inclusive, fostering sustainable economic growth. 
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Source: Data Sources (Feng & Ge, 2024; Jin, 2025; Lee & Kim, 2024; X. Liu et al., 2024; Rabhi et al., 
2024; Yin et al., 2023) 
 
Fiscal accountability 
The success of green fiscal policies largely depends on six key interconnected pillars. Fiscal accountability 
is essential because it guarantees that fiscal tools, like carbon taxes, incentives for renewable energy, and 
subsidies for green technology, are managed transparently and purposefully (H. Yan et al., 2023). This 
transparency not only enhances the synergy between pollution reduction and green growth but also aligns 
with the framework of Pigouvian tax theory, where environmental taxes address negative externalities and 
encourage green innovation (X. Hu et al., 2023; Manta et al., 2023). Although political dynamics and the 
limited effectiveness of fiscal tools in some developing countries pose challenges, incorporating fiscal 
accountability still offers long-term advantages in fostering more sustainable resource management 
(Munch & Scheifele, 2023). 
Energy transition 
Furthermore, the energy transition is a crucial tool in promoting structural change towards low-carbon 
development (Cardinale & Scazzieri, 2019). Through budget allocation, strategic projects, and fiscal 
redistribution, governments can steer energy markets and supply chains to increase renewable energy 
adoption (Gordon & Gurumurthy, 2022). The support of green macroeconomic instruments such as 
carbon taxes, emissions trading, and green bonds has demonstrated its ability to mobilise resources for 
the clean energy sector (Braga & Ernst, 2023; Hassan et al., 2024; Sangiorgi & Schopohl, 2023). However, 
structural barriers such as insufficient investment in the power grid, policy inconsistencies, and weak just 
transition frameworks risk creating a lock-in effect that hampers green recovery (Evro et al., 2025; Herding 
et al., 2024; X. Wang & Lo, 2021). 
Environmental Data Integrity 
On the other hand, the integrity of environmental data plays a vital role in reducing information 
asymmetry, as explained by Akerlof's theory. Accurate and transparent environmental data enable 
governments to implement evidence-based policies that align with national emission reduction targets 
(Elsen et al., 2023). Moreover, the disclosure of environmental information has been shown to promote 
the adoption of environmentally friendly technologies at the enterprise level, confirming the essential 
role of trustworthy data in strengthening environmental governance (K. Zhang et al., 2024).  
Stimulation of innovation and green technology 
Additionally, promoting innovation and green technology supports Porter's hypothesis, which suggests 
that strict environmental regulations can stimulate productive innovation (W. Zhang et al., 2024). The 
integration of fiscal policy with innovation systems, such as through synergies with green financing, has 
been shown not only to directly reduce CO₂ emissions but also to speed up technological innovations 
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that indirectly help decrease emissions (Li & Wang, 2024; J. Hu et al., 2023). Therefore, aligning fiscal 
strategy with the green technology innovation agenda is a vital prerequisite for economic sustainability. 
Cross-sector approach 
Furthermore, the cross-sectoral approach reflects the theory of collective action, where coordination 
between government, the private sector, and civil society is necessary to achieve resource efficiency and 
innovation (Ardoin & Bowers, 2025). Increasing environmental taxes is indeed effective in reducing 
emissions. However, it can also hinder growth if not balanced with the right subsidies, thus emphasising 
the need for mixed policies to optimise economic and environmental development (Manigandan et al., 
2024; J. Yan & Wang, 2024). Empirical evidence also shows that cross-sectoral policy alignment can boost 
the productivity of environmental factors through industrial restructuring and the acceleration of 
technological progress (Luo et al., 2025; B. Bai, 2023; Meng, 2024). 
Environmental, Social, and Governance 
Finally, the Environmental, Social, and Governance (ESG) framework is a vital tool for incorporating 
long-term risks into green fiscal policies. ESG implementation has been shown to significantly influence 
economic performance, particularly through enhanced links between ESG performance and green 
innovation in countries with limited innovation capacity (Long et al., 2023). Therefore, integrating the 
ESG framework not only boosts governance legitimacy but also fosters a green development path aligned 
with sustainable growth principles. 
 
CONCLUSION  
The study confirms that Green Fiscal Policy (GFP) plays a vital role in combining economic growth with 
environmental sustainability. Through systematic review and bibliometric analysis, it was found that GFP 
functions not only as a fiscal tool but also as a driver for structural change towards a low-carbon economy. 
The increase in publications after the 2015 Paris Agreement highlights the rising global interest in GFP, 
although certain countries, especially China, still lead research. This indicates a geographical gap that 
needs to be addressed by increasing the involvement of developing countries in academic discussions and 
policy implementation. 
Furthermore, this study identifies six key pillars as determinants of GFP success: fiscal accountability, 
support for energy transition, integrity of environmental data, stimulation of green innovation, a cross-
sector approach, and the integration of ESG frameworks. These pillars form the basis for fiscal policies 
that are not only technocratic but also inclusive and socially just. The practical implication is that the 
GFP must be designed flexibly, considering each country's institutional and socio-economic context, to 
effectively accelerate sustainable economic transformation. Therefore, the GFP can serve as a strategic 
tool to address global challenges related to climate change while reinforcing the foundations of long-term 
economic development. 
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