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1. Introduction

In November 2023, the European Union (EU) announced the creation of a European
Green Bond Standard (EUGB). The EUGB represents a significant development in the
EU’s sustainable finance agenda. It is supposed to establish strict criteria for Green Bonds
to become a regulated class of financial assets and place the EU at the forefront of
sustainable finance regulation (European Parliament 2023).

The EU’s ambition to create a broadly applicable standard is a clear step towards
resolving regulatory problems that had previously hampered the acceptance of Green
Bonds (Bishop 2019; Deschryver and de Mariz 2020). Green Bonds have long been
considered an important financial instrument to help channel capital towards climate-
friendly investments and support the green transition (Maltais and Nykvist 2021;
Mathews et al. 2010; Monk and Perkins 2020). However, the EUGB is the first attempt
to establish an official regulatory standard for Green Bonds, which can be used inter-
nationally. The EUGB is therefore expected to serve as a “gold standard” for Green Bonds
(Clifford 2023; Spinaci 2022).

This article aims to understand the EU’s choice of the regulatory model of a “gold
standard” for the budding Green Bond market. The EU’s regulation is unconventional as
it sets a rather strict standard, which can be used by issuers around the world, but is not
mandatory for issuers inside the EU. To explain this choice, the article highlights the role
of the European Investment Bank (EIB). As the remainder of this article will discuss, the
EIB has played a crucial role in developing the EU’s regulation of Green Bonds, and of the
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market segment more generally (Monk and Perkins 2020). The EIB issued the world’s
first Green Bond in 2007 - labelled the Climate Awareness Bond (CAB) - and it has long
been the largest issuer of Green Bond, contributing largely to the deepening and broad-
ening of the market. Moreover, the EIB has become a leading authority on Green Bond
certification and has contributed to negotiations on voluntary Green Bond principles that
predated the EU’s sustainable finance agenda. Most recently the EIB has contributed to
the EU’s negotiations on sustainable finance regulation and has committed itself to
promoting the EUGB.

The fact that the EIB was such an important factor in developing a key piece of EU
financial legislation is intriguing given the Bank’s position in the EU’s institutional and
political framework. Institutionally, the EIB is a public bank owned by the EU’s 27
member states and it has formerly portrayed itself as a “policy-driven bank” that follows
the political priorities of the EU (European Investment Bank 2001). It has neither the
formal power nor the political mandate to formulate EU policies. However, recent
academic work has argued that the Bank has acted as a policy entrepreneur and
promoted new policies (Liebe and Howarth 2020). Building on this work, this article
investigates how the Bank succeeded in influencing EU policies when it engaged in policy
entrepreneurship in the context of the EU’s regulation of Green Bonds.

This article conceives of the EIB’s policy entrepreneurship as a set of actions aimed at
policy innovation (Aviram, Neomi, and Beeri 2020; Capano and Galanti 2021). Drawing
from the policy entrepreneurship analytical framework, it identifies three sets of activ-
ities, through which the Bank influenced the EU’s Green Bond regulation. The EIB’s
pioneering involvement in sustainable finance regulation allowed the Bank to develop
policy solutions; the EIB built a coalition in favour of a European standard; and lastly, the
EIB sought attention for its preferred approach to regulating Green Bonds when it
participated in EU expert groups. While the EIB had developed strong expertise for
Green Bonds and a network of allies that shared its preference for a “gold standard”
regulation, its success in shaping the EU’s policy was enabled by the expert-led agenda-
setting process in the field of sustainable finance.

The remainder of this article is structured as follows. Section two examines existing
academic and grey literature on the development of the Green Bond market and
regulatory issues. Section three proposes a way of studying the EIB’s potential for policy
entrepreneurship in the context of EU policymaking. Section four shows how the EIB has
developed its expertise in regulating Green Bonds since it issued the first CAB in 2007.
Section five details the EIB’s efforts to build coalitions in favour of Green Bond regula-
tion. Section six then reviews how the EIB succeeded in providing the blueprint for the
EU’s regulation of Green Bonds by acting through expert committees. The final section
discusses the findings and offers conclusions for studying the EIB’s potential for promot-
ing policy innovations more generally.

2. The case of Green Bond regulation

The EU’s new framework for Green Bonds represents an important milestone in the
regulation of sustainable finance with potential effects beyond the EU. Green Bonds are
commonly defined as “fixed-income securities which finance investments with environ-
mental or climate-related benefits” (Ehlers and Packer 2017). Issuers of Green Bonds
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commit to using the proceeds for sustainable projects and reporting about the alloca-
tions. But, just like normal bonds, Green Bonds are secured against the whole balance
sheet of the issuer, rather than the individual projects that they fund. Research has found
that investors have accepted slightly lower interest rates on Green Bonds (a green
premium, or “greenium”) in return for the security in terms of how their funds are
invested (Deschryver and de Mariz 2020; Ehlers and Packer 2017; Maltais and Nykvist
2021; Zerbib 2017).

As a financial asset class, Green Bonds have been a remarkable success story. Within
15 years, the Green Bond market has grown to about $2.2trn, or about 3.5% of the
volume of global capital markets — and it has doubled in size since 2020 (Michetti et al.
2023). Europe retains a leading role in the market for Green Bonds: About half the global
volume of Green Bonds is issued by European entities and the euro is the most important
denomination currency, accounting for 42% of issuance volumes (Michetti et al. 2023).
As a result, regulatory developments in Europe affect large segments of the global market
for Green Bonds.

Considering their success, Green Bonds have been hailed as an important financial
technology to mobilise capital to reach global climate targets (UNEP 2015). Yet the
critical question of how financial regulation can ensure that Green Bonds fund “green”
projects has long been unanswered. Though the risk of “greenwashing” was recognized
from the start, it took time to develop a binding set of rules for certifying Green Bonds.
Two non-binding sets of Green Bond principles were proposed by the Climate Bonds
Initiative (CBI), a non-governmental organization (NGO), in 2010 and the International
Capital Markets Association (ICMA), a financial industry body, in 2014 (Bishop 2019;
Ehlers and Packer 2017). The resulting absence of a single, official, and internationally
open standard for Green Bonds has long been criticized as one of the regulatory obstacles
that have held back the further development of the market (Bishop 2019; Deschryver and
de Mariz 2020; Ehlers and Packer 2017).

Against this backdrop, the EU’s Green Bond regulation represents an important
development in the field of sustainable finance. It consists of two central pieces of
legislation that were part of the EU’s sustainable finance agenda. In the EU Taxonomy
Regulation (Regulation (EU) 2020/852), the EU set out a framework for which activities it
would consider sustainable. The EUGB (Regulation (EU) 2023/2631) requires issuers of
Green Bonds to allocate funds in line with the taxonomy and outlines the processes by
which they have to solicit external reviews and report on their use of funds (Spinaci
2022). Though the EU’s standards are modelled on the ICMA’s rules, they are stricter in
several matters, notably by requiring legal documentation and giving the European
Securities and Markets Authority (ESMA) a supervisory role (Spinaci 2022). In combina-
tion, the Taxonomy and the EUGB thus aim to fill the existing regulatory gap for Green
Bonds and set an official standard.

It is important to note that the EUGB will be a voluntary standard, open to issuers
inside and outside the EU (European Commission 2023). Some observers expect that
the EUGB will serve as a “gold standard” for its potential impact on international
rules for Green Bonds (Clifford 2023). The relatively strict criteria and the EU’s
important role in the Green Bond market are expected to produce a “Brussels effect”
whereby regulators in other countries follow the EU standard (Bishop 2019; Bradford
2012). However, the EUGB’s voluntary character implies that it will still be possible to
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issue Green Bonds in the EU that do not meet these exacting requirements, which
prioritises market growth over tight regulatory standards (Perkins 2021). The choice
for a voluntary “gold standard” model is especially interesting as the European
Commission, the European Central Bank (2021) and various civil society organisa-
tions were in favour of a mandatory standard (Seabrooke and Stenstrom 2022). As
this article argues, the EIB’s role as a policy entrepreneur helps understand this
surprising choice.

3. The EIB’s potential for policy entrepreneurship

Various approaches from the field of policy studies could be considered to highlight
processes and factors that contributed to the EU’s regulation of Green Bonds. To
investigate the EIB’s involvement, the Bank’s institutional position within EU policy-
making needs to be accounted for. Rational choice institutionalist approaches — arguably
one of the baseline approaches to EU policymaking (Kassim and Menon 2003; Pollack
1997) - struggle to explain why the EIB should play a central role in devising a new piece
of financial regulation. The Bank plays, after all, no formal role in the EU’s legislative
procedure: the European Commission initiates legislation and the European Parliament
and Council of Ministers amend and adopt it. The EIB does not stand to benefit directly
from the Taxonomy and EUGB Regulations, as they only delegate new competences to
the Commission and ESMA. The Bank has at times played up its role as a policy-taker.
According to former EIB President Maystadt:

[T]he EIB [...] does not have as part of its remit the power to define policies [...]. The
bank’s task is to support the implementation of European Union policies via the financial
instruments at its disposal. (Maystadt, in Bussiere, Dumoulin, and Willaert 2008, 6)

An alternative view of the EIB has, by contrast, argued that the Bank is a “potentially
powerful and autonomous actor” (Robinson 2009, 652). Several studies have attributed to
the EIB a proactive role in the EU’s policy processes and characterised the Bank as
a policy entrepreneur (Kavvadia 2021, 2022; Liebe and Howarth 2020; Mertens and
Thiemann 2023). For instance, Liebe and Howarth (2020) argue that the Bank acted as
a policy entrepreneur in promoting Public-Private Partnerships (PPP), and Kavvadia
(2021) contends that the EIB’s announcement that it was to become the EU’s “climate
bank” was a case of policy entrepreneurship. The policy entrepreneurship approach
offers a promising avenue for studying the influence of EU institutions on policy-
making and has also been applied to the European Commission (Ackrill, Kay, and
Zahariadis 2013; Schon-Quinlivan and Scipioni 2017) and the European Central Bank
(De Rynck 2016).

Nonetheless, it is not straightforward to apply the concept of policy entrepreneurship
to a public institution like the EIB. The original concept of a policy entrepreneur was
introduced by Kingdon (2003) who referred to “political actors who seek policy changes
that shift the status quo in given areas of public policy” (Mintrom 2016, 103). This
framework has often been applied to “heroic, lonely” individuals (Petridou 2014, p. S22)
and only rarely to organisational actors (Capano and Galanti 2018; Mintrom 2019). Liebe
and Howarth (2020), in their study of EIB policy entrepreneurship, for instance, identify
individual norm-entrepreneurs inside the Bank to explain the EIB’s promotion of PPPs.
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While focusing on individuals is informative in some ways, it yields few more
general insights about the conditions under which the EIB, as an institution, is
capable of promoting new policies. To accomplish that, this study follows recent
work in public policy that has conceptualised policy entrepreneurship as a set of
distinct activities aimed at policy innovation, rather than as traits of an individual
(Capano and Galanti 2018, 2021; McCaffrey and Salerno 2011; Mintrom 2019). This
approach distinguishes explicitly “between the individuals who are policy entrepre-
neurs and the process of policy entrepreneurship” (Ackrill and Kay 2011, 74;
McCaffrey and Salerno 2011). Policy entrepreneurship, thus understood, is
a function within the policymaking process which can be performed by both indivi-
dual and collective actors.

Policy entrepreneurship comprises a potentially large range of different activities and
strategies (Aviram, Neomi, and Beeri 2020). Following the parsimonious approach out-
lined by Capano and Galanti (2021), this article conceptualises a process involving three
distinct entrepreneurial activities through which the Bank promoted its preferred model
of Green Bond Regulation. First, the EIB would need to develop policy solutions
(Mintrom and Norman 2009). To do so, the Bank would require recognised technical
expertise which it draws on to formulate innovative proposals. Second, one would expect
the Bank to build a coalition in favour of its preferred policy, drawing on its network and
credibility (Mintrom 2019). Third, the Bank would need to seek attention for its preferred
policy, by exploiting “windows of opportunity” during which decision-makers are
receptive to new ideas (Ackrill and Kay 2011; Ackrill, Kay, and Zahariadis 2013;
Kingdon 2003; Mintrom and Norman 2009).

The following sections employ theory-testing process tracing (Derek and Pedersen
2018) to examine each step in this theorised process. Whereas the first two steps of the
process work as expected, the analysis finds little evidence for a window of opportunity.
As elaborated in the conclusion, the EIB was influential thanks to the important role of
expert groups in setting the EU’s sustainable finance policy agenda (Princen 2011;
Princen and Rhinard 2006). The empirical analysis is based on publicly available docu-
ments, such as official reports and newspaper articles. Though the author was unable to
conduct interviews himself, several publicly available interviews have been used to
reconstruct the history of the first CAB and the EIB’s subsequent objectives in regulating
Green Bonds.

4. Developing policy solutions
4.1. The first Green Bonds

The EIB’s decision to launch the first Green Bond in history showcases the Bank’s ability
to rely on its internal expertise to develop new financial instruments. In June 2007 the
EIB listed the first so-called called Climate Awareness Bond (CAB) on the Luxembourg
Stock Exchange (LuxSE). Concerns about the environment played a role in that decision,
as the European Commission (2006) had previously called upon the EIB to “facilitate
leveraging of financing for energy efficiency projects.” However, the main objective at the
time was to support EU capital markets integration. The EIB wanted to test the passport-
ing mechanism from the EU’s Prospectus Directive (Directive 2003/71/EC) and issue the
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first bond ever to be listed at once in all EU Member States (EIB 2021b, p. 47; Florence
School of Banking and Finance 2022).

In this context, a team in the EIB’s Capital Markets Department proposed a new
financial product to attract retail investors for its EU-wide issue (Romani and Murphy
2008). The proceeds of the CAB were to be ringfenced in a separate account which could
only be used for “new energy efficiency and renewable energy loans” (European
Investment Bank 2007). The initial CAB issue was a great success: the EIB raised €600
m and attracted immense media interest (Jacob 2007; Wilson 2007).

Over the following years, the EIB, together with other Multilateral Development
Banks (MDB), nurtured and developed the embryonic market for Green Bonds. In
2013 the Bank issued a “Statement on Climate Action” in which it promised to “help
develop the green bond market” (European Investment Bank 2013, 2). In 2015, the EIB
adopted a Climate Strategy in which it planned to “support the green bond market in
quantity and quality” (European Investment Bank 2015). Between 2014 and 2019, the
EIB each year issued about €4bn in CABs and Sustainability Awareness Bonds (SABs;
a second category of Green Bonds it developed in 2018) (European Investment Bank
2023b), making the Bank the largest issuer of Green Bonds (European Investment Bank
2022a).

The EIB thus invented the Green Bond and developed the market before any EU-wide
approach to sustainable finance was in place (Monk and Perkins 2020). As a result, the
Bank was widely acknowledged for its leadership and expertise in this market segment.
Sean Kidney, a leading proponent of Green Bonds, for instance, stated that “the EIB
started this market. It continues to push and grow it, and ensures that the market
maintains a critical focus on climate change” (Climate Bonds Initiative 2017).

4.2. The Green Bond Principles

The EIB was central to international discussions about the regulation of Green Bonds and
built up its technical capacity for developing sustainable finance standards. When in early
2014, the ICMA proposed its first set of Green Bond Principles (GBP), a set of “voluntary
process guidelines for issuing Green Bonds” (ICMA 2014), the banks that drafted the
principles invited the EIB to participate (European Investment Bank 2021b, 52; Toth
2023)." From 2015 to 2018 the EIB even chaired the GBP Executive Committee’s steering
body (Kreivi 2016). Though the ICMA principles were set by an industry body, the EIB
was thus central to their development.

In parallel, the EIB cooperated with other Multilateral Development Banks (MDB) to
formulate an international regulatory agenda. In 2014 the EIB and five other MDBs
issued a joint statement in which they promised to maintain their “developmental role, to
spur sustainable growth of the green bond market” (AfDB, ADB, EBRD, EIB, IADB, and
World Bank Group 2014). One of the issues on which the MDBs contributed to inter-
national best practice was the proposal that issuers of Green Bonds should not just report
on how they allocated their funds, but also the environmental impact of the projects they
funded. Their proposal for the “Harmonisation of Impact Reporting” was included in the
GBP in 2016 (ICMA 2015, 2016).

At times, the EIB’s influence on international Green Bond Standards can be discerned
directly. The EIB has pursued an idiosyncratic approach to issuing CABs and has secured
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carve-outs when new rules were developed. For instance, most issuers have relied on an
expert “second opinion” to attest to the sustainability of the projects that their Green
Bonds funded (Ehlers and Packer 2017). By contrast, the EIB’s approach to evaluating the
impact of projects funded through CABs has been to rely on its in-house expertise and
appoint an external private auditor who validates with “reasonable assurance” that the
Bank’s internal procedures conform to the GBP (European Investment Bank 2021b, 56).
Though a recent evaluation found that the EIB is the only issuer in its peer group that
uses an external auditor (European Investment Bank 2021b, 74), “verification” of the
kind is allowed as a substitute for a second opinion on both the ICMA principles and the
EUGB.

4.3. A common language in green finance

The EIB developed its technical capacities across different domains of sustainable finance
regulation. While the ICMA GBP spelt out the procedure for issuing Green Bonds, they
did not include any substantive standard for what investments should be counted as
green (Bishop 2019). The EIB’s approach in its CAB framework was, for instance, to
invest CAB proceeds only in renewable energy and energy efficiency-related projects,’
but other issuers invested Green Bond proceeds in other kinds of projects, including
transportation infrastructure (European Investment Bank 2017a, 2023a). To make Green
Bonds more comparable, the EIB and other MDBs established several expert groups that
sought to align their approaches to project classification (AfDB, ADB, EBRD, EIB, IADB,
and World Bank Group, 2015) and greenhouse gas accounting for individual projects
(World Bank 2015).?

The issue of developing a common understanding of which activities would count as
sustainable rose on the international political agenda in 2015 for another reason.
That year the People’s Bank of China’s Green Finance Committee (GFC), passed the
first official substantive standard in its “Green Bond Endorsed Project Catalogue” (Green
Finance Committee of China Society for Finance and Banking 2015). In response, the
EIB agreed with the People’s Bank of China to compare their different classification
schemes for sustainable activities (European Investment Bank 2017b) and the two
institutions co-authored a joint report entitled “The Need for a Common Language in
Green Finance” (European Investment Bank and Green Finance Committee of China
Society for Finance and Banking 2017). In that report, they agreed to align the different
lists of sustainable activities and feed them into the work on GBP.

The EIB’s work at the forefront of international efforts to regulate Green Bonds
indicates that the Bank had far stronger technical expertise than the European
Commission, which usually conducts such external cooperation on the EU’s behalf and
has since taken over. Yet the expertise the EIB developed would later allow the Bank to
formulate blueprints for the EU’s regulation of Green Bonds.

5. Coalition building

In parallel with its efforts to work towards the international harmonisation of technical
aspects of Green Bond regulation, the EIB also engaged a broad set of stakeholders. Its
credibility as the largest issuer of Green Bonds, and its embeddedness in various
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international and local networks allowed it to enrol many different actors that would later
participate in the technical discussions that would shape the EU’s sustainable finance
agenda. Arguably, Green Bond regulation has long been a niche field, at the intersection
of financial market expertise and climate science, and only a few actors were involved in
regulatory discussions (Monk and Perkins 2020). Yet, as Seabrooke and Stenstrém (2022,
1282) show, EIB officials were centrally embedded in the professional networks that
would formulate the EU’s sustainable finance agenda after 2016.

Through the EIB’s role as chair of the ICMA GBP Executive Committee, the Bank
worked closely together with several financial industry actors. Indeed, the GBP Executive
Committee, which brought together Green Bond investors, issuers, and underwriters
quickly turned into a “vital formal network” (Monk and Perkins 2020, 7) for promoting
Green Bonds after 2014.

The EIB similarly cooperated with NGOs that advocated the promotion of Green
Bonds. One such NGO was the CBI, which is widely seen as a critical factor in promoting
Green Bonds and has formulated another set of informal Climate Bond Standards (Monk
and Perkins 2020). In 2013, an EIB official joined the CBI’s Climate Bonds Advisory
Panel, noting a “natural alignment of interests with the aims of The Climate Bonds
Initiative” (Climate Bonds Initiative 2013). In 2018, both the EIB and the CBI partici-
pated in the launch of the Global Green Bond Partnership, a platform for providing
technical support to prospective Green Bond issuers (European Investment Bank 2018).

The EIB’s contribution to Green Bond industry standards was also recognised by the
World Wide Fund for Nature (WWE), another NGO. In line with its advocacy for strict
Green Bond standards (WWF 2016), the WWF in 2015 urged the EIB to “support the
development of a robust, credible and fully developed and generally-accepted industry
standard for green bonds” (WWF 2015, 4). When the EIB analysed the Chinese taxon-
omy, the Bank, in turn, did so in “close cooperation” with the WWEF, which helped the
Bank arrange stakeholder consultations (European Investment Bank 2021b, 53).

Lastly, the EIB intensified its cooperation with the Luxembourg Stock Exchange. Since
the EIB issues most of its bonds, including 95% of all CABs, on LuxSE, Luxembourg’s
capital markets have played an important role in Green Bonds since 2007 (Halder 2023).
The Bank has maintained a well-established “strategic partnership” with the
Luxembourgish government and financial stakeholders, which helped turn
Luxembourg into one of the leading locations for sustainable finance (Dorry and
Schulz 2018, 722). In 2015, the EIB contacted LuxSE about the growth potential of the
Green Bond market (European Investment Bank 2021b, 81). In 2016 the stock exchange
announced the creation of the Luxembourg Green Exchange (LGX), the first platform
entirely dedicated to sustainable securities and a leading venue for sustainable finance,
with about 50% of all green, sustainable, and social bonds worldwide listed (LEO 2020).
In cooperation with the EIB, the ICMA, and the WWF, LGX has instituted stringent
requirements for external review and post-issuance reporting on Green Bonds (Caprioli
2017; Medland 2016). Julie Becker, the CEO of LuxSE highlighted that “the EIB [...]
leads the way towards common standards and more harmonised frameworks for sustain-
ability funding and lending” (European Investment Bank 2021a).

Yet, LuxSE has openly opposed the introduction of a mandatory EUGB, as that
might jeopardise its leading market position (Murdoch 2022). Indeed, none of the
EIB’s partners supported a binding standard. The ICMA (2021) and the CBI, which
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both had their own Green Bond standards, feared competition from an official
regulatory standard (Seabrooke and Stenstrém 2022). The WWF (2016) was one of
the few environmental NGOs that supported voluntary standards. By 2016, the EIB
therefore had a set of allies that were part of the “growth machine” coalition
(Perkins 2021) which wanted to set standards that would above all facilitate market
growth. Both the EIB’s expertise and its allies helped the Bank put the vision of the
EUGB as a “gold standard” - voluntary and open, but with strict criteria - on the
EU’s political agenda. However, this success did not require the exploitation of
a sudden window of opportunity, but the gradual formulation of an expert
consensus.

6. Seeking attention
6.1. Bottom-up agenda-setting

In 2016 the European Commission chose to begin working on the topic of sustainable
finance by convening a High-Level Expert Group (HLEG) (European Commission 2016).
The Commission’s decision to keep the discussion on sustainable finance at the level of
an expert group allowed the EIB to put its proposals on the policy agenda. The EIB was
invited as an observer and technical adviser to the HLEG and several of the Bank’s
longstanding partners, including the CBI, the ICMA, LuxSE, and the WWF sent full
members.

The EIB provided decisive input for the HLEG’s recommendations. In its interim
report in 2017, the HLEG recommended that the Commission “invites the European
Investment Bank to coordinate the development of an EU classification for climate
change finance” (EU High-Level Expert Group on Sustainable Finance 2017, 56). In
response, the EIB submitted a taxonomy proposal, based on the White Paper that it had
written with the Chinese authorities, which served as a discussion base and was ulti-
mately adopted by the HLEG and annexed to the final report.* The HLEG also raised the
possibility of setting a European Green Bond Standard, which had not yet been men-
tioned in its mandate from the Commission. The HLEG’s proposed outline for an EUGB
was largely based on the ICMA’s standard (EU HLEG 2018). Its main innovation was to
link the issuance procedure to the proposed taxonomy, thereby aligning itself largely with
the EIB’s CAB framework at the time.

The EIB was proactively committed to promoting the EU’s new sustainable finance rules
and the future EUGB. Just half a year after the HLEG concluded that sustainable financing
did not just include climate change mitigation, but also other environmental and social
objectives, the EIB created a new type of Green Bond to fund such projects, called the
Sustainability Awareness Bond (Sustainabonds 2021). The EIB’s Climate Strategy reiterated
its promise to support the Green Bond Market (European Investment Bank 2020b) and
extend the eligibility of CABs and SABs in line with the EU’s standards even though these
were still being negotiated. Between 2020 and 2022 the EIB increased its reliance on Green
Bonds from 15% to 45% of its funding, the equivalent of €40bn. According to an EIB
internal evaluation, the major benefits of issuing CABs consisted in improving the Bank’s
strategic position in sustainable finance forums and allowing it to further cement its
position as a market leader (European Investment Bank 2021b, 113-114).
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6.2. Success in depoliticized venues

After the Commission published its Sustainable Finance Action Plan in the spring of
2018, it decided to keep working through an expert group to depoliticise the policy
formulation stage (Seabrooke and Stenstrom 2022, 1284). It was thanks to the EIB’s
inclusion in this Technical Expert Group (TEG), rather than any “window of opportu-
nity” that the Bank could promote its vision for the EUGB.

The composition of the TEG reveals a strong role for the EIB, especially on the
topic of Green Bonds. The TEG comprised 35 members from industry and NGOs, as
well as “directly invited members” from several EU bodies, including seven EIB staff.
The TEG set up a separate EUGB Working Group, which drafted a potential EUGB
and a reporting template (EU Technical Expert Group on Sustainable Finance 2019).
In this technical setting, the EIB and its allies were strongly represented as Table 1
illustrates: the Working Group consisted of only seven ordinary TEG members
(including the ICMA, LuxSE, and the WWEF), one representative of the European
Banking Authority (EBA) and no less than four EIB officials. In the discussion on
whether the EUGB should be mandatory, the EIB and its coalition in favour of an
open standard prevailed. Though the Commission had advocated a binding standard,
the expert group recommended the EUGB become voluntary. The Commission’s
proposal for an EUGB (European Commission 2021) differs from the TEG’s proposal
only in a few respects (Spinaci 2022).

Subsequent developments of the EU’s Taxonomy - which would be the backbone
of the EUGB - would, however, illustrate how little leverage the EIB had outside
expert settings. When the Taxonomy Regulation was adopted in 2020, the Bank
quickly promised to align its CAB framework gradually with the EU’s classification
(European Investment Bank 2020a). The Bank saw “a reputational benefit associated
with Taxonomy alignment” (European Commission 2021, 113-114) as that would
mean adhering to the highest standards. However, the substance of the taxonomy -
which activities were to be designated as “green” - would not be published before
2022. In a highly controversial decision, the European Commission gave in to
German and French political pressure and included natural gas and nuclear energy
in its list of sustainable activities (Khan 2022). Far from exploiting a window of
opportunity, the EIB saw its proposals jeopardized once they moved to the level of
political decision-making.

Table 1. Members of the TEG EUGB working group (Source: EU TEG 2019).

Membership Affiliation Name Sector

TEG EACB Tanguy Claquin Financial industry
TEG Eurelectric Jests Martinez Pérez Electricity industry
TEG ICMA Nicolas Pfaff Financial industry
TEG LuxSE Flavia Micilotta Stock exchange
TEG Nordea Aila Aho Financial industry
TEG Unilever Michel Pinto Consumer goods
TEG WWF Jochen Krimphoff NGO

Directly invited EBA Slavka Eley

Directly invited EIB Eila Kreivi, Aldo Romani,

Dominika Rosolowska, Jean-Luc Filippini
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Demonstrating its preference for a stricter taxonomy, the EIB reacted defiantly and
publicly lobbied the European Parliament and the Council of the EU to block the
delegated act. EIB President Hoyer openly contested deviations from the Bank’s preferred
policy and declared that the Bank had never invested in nuclear projects and had “no
intention to change that” (Pop 2022).> Contrary to its earlier pledge, the EIB has - to the
time of writing - yet to update its eligibility list for climate lending to include nuclear
energy (European Investment Bank 2022b).

Overall, the Bank’s policy entrepreneurship was instrumental in developing the EUGB
along the lines of a “gold standard.” The EIB provided important input on the EU’s
sustainable finance strategy, where it was among the actors that put an EUGB on the EU’s
political agenda and proposed templates for future Commission proposals. However, as
the setback regarding the Taxonomy Delegated Act indicates, the EIB’s influence hinged
on the choice of expert groups for policy formulation; once the issue made it to the
political agenda, the Bank had little leverage.

7. Conclusion

This article has studied the Bank’s policy entrepreneurship in the EU’s regulation of
Green Bonds as a set of distinct activities that the Bank performed within the
policymaking process. Of the three hypothesised activities, two took place as expected:
the EIB drew on its expertise to develop policy solutions and it built a coalition in
favour of an EU “gold standard” for Green Bonds. As the largest issuer of Green
Bonds until 2020, the Bank has gathered widely acknowledged expertise and has been
at the forefront of the development of informal standards for Green Bonds. In
parallel, the EIB had developed networks in the sustainable finance community and
formed a coalition that advocated the introduction of a voluntary European Green
Bond standard.

However, contrary to most work on policy entrepreneurship, the EIB’s success in
seeking attention for its preferred policy was not the result of a window of opportunity
opening up; rather, it gradually built an expert consensus around the “gold standard”
model for the EUGB.

The EIB’s success in influencing the character of the EUGB thus owed to the
important role the Bank could play in the EU’s expert groups. An expert-led policy
formulation process allowed the Bank to influence considerably the proposals for
a sustainable taxonomy and an EUGB that the Commission would subsequently put
forward (Table 2).

Table 2. The process of EIB policy entrepreneurship for the EUGB.

Part 1 Part 2 Part 3 Outcome
Theorisation ~ Formulating policy proposals  Building Seeking attention Policy change
a coalition
Manifestation EIB develops first international EIB cooperates  EIB develops draft Introduction of EU
principles for Green Bonds with allies Taxonomy and EU GB in GB close to EIB
(Section 4) (Section 5) TEG (Section 6) preferences
Enabling Expertise Network position Expert-led policy process

factor
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This finding suggests a procedural condition, the importance of expert venues,
that enabled the EIB to upload its preferred policies to the EU level and speaks to
the distinction in the literature on EU agenda-setting between issues appearing on
the agenda from “above” (at the initiative of political leaders) or from “below”
(through expert groups) (Princen and Rhinard 2006). The development of the EU’s
sustainable finance legislation was long kept at the level of expert groups, which
minimised open political conflict and built stakeholder consensus (cf. Howarth and
James 2022). Under these circumstances the EIB could bring its organisational
resources, above all its expertise and network, to bear and formulate the blueprints
for the subsequent Commission proposals. Conversely, once the proposals were
discussed at more political levels, the conflict was expanded (Princen 2011) and
the EIB proved unable to prevent the issue from being “hijacked” (Princen and
Rhinard 2006, 1122) when the Commission included gas and nuclear energy in the
Taxonomy in 2022.

The analysis, moreover, suggests that the EIB’s promotion of the “gold standard”
model followed reputational considerations rather than ideological conviction. By estab-
lishing and adhering to strict EU standards the Bank can claim a leadership position in
the field of sustainable finance; by keeping the standard voluntary, it can support the
growth of the market (Perkins 2021). The Bank’s continued efforts to shape the EUGB, in
short, responded to organisational interests that could be served by being a prime issuer
in an expanding Green Bond market.

The upshot of this analysis is that one might expect the EIB more generally to be able
to promote new policies in the EU under the conditions that it can develop autonomous
staff expertise, is well-connected in a policy subsystem, and can contribute to agenda
setting through expert groups. These findings align with some of the claims made by
Liebe and Howarth (2020) about the Bank’s promotion of PPPs. However, the functional
analysis of the EIB’s policy entrepreneurship developed here adds to previous efforts to
identify individuals who have promoted new policies by looking at the Bank’s organisa-
tional interests and the peculiarities of a policy setting that allowed the Bank to promote
new policies.

While this article has proposed a novel approach to studying the EIB’s policy entre-
preneurship, its findings about the Bank’s impact on a significant piece of financial
regulation open two further avenues for future research. One is the Bank’s documented
capacity to shape sustainable finance standards at the international level - including in its
cooperation with the ICMA, MDBs, and Chinese authorities — which highlights its
potential for policy entrepreneurship beyond the EU. Future work could, moreover,
explore further the conditions under which the Bank is successful in promoting new
policies within the EU.

Notes

1. The Banks were: Bank of America Merrill Lynch, Citi, Crédit Agricole Corporate and
Investment Bank, and JPMorgan Chase.

2. Nuclear energy was counted as low-carbon activity, but was not eligible for funding through
CAB.
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3. An overview of subsequent reports on these topics can be found here: https://unfccc.int/
climate-action/sectoral-engagement/ifis-harmonization-of-standards-for-ghg-accounting
/ifi-twg-list-of-methodologies

4. https://finance.ec.europa.eu/system/files/2018-02/180131-sustainable-finance-final-report-
annex-3_en.pdf

5. In fact, the Bank has financed several nuclear power plants, including Flamanville, France,
and Mithleim-Kérlich, West Germany (see https://www.eib.org/de/projects/)
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