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Abstract: Although climate finance tools like green bonds have been gaining popularity in academia,
the research has been limited to examining the financial viability and performance of this market.
We explore a different research avenue related to institutional dynamics that are driving this market
at the country level and shaping its adaptive capacity to climate change. Our paper introduces a new
conceptual framework by linking institutional isomorphism with adaptive capacity dimensions in
the green bond market. Using a mixed methods exploratory approach, we apply our institutional
pressure-adaptive capacity framework to India’s green bond market. Our results show that different
social actors, ranging from formal institutions like regulators and investors to informal ones like
advocacy groups, can play a key role in shaping the legitimacy of this market. By highlighting
‘invisible’ social norms such as awareness about climate finance, changing regulatory priorities and the
institutional strength of social actors, we contribute to the literature on this topic. We also introduce
the concept of a high priority social actor and conclude that varying degrees of institutional pressure
from such actors will ultimately decide the growth and legitimacy of this integral climate finance
market at the country level as well as influence its adaptive capacity response to climate change.
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1. Introduction

For centuries, institutions in their various forms including markets, governments and even civil
society, have played an integral role in how societies have evolved. They have done so through shared
expectations, beliefs, values, and even formal rules among social actors about “how the world should
and does operate” [1] (p. 1). With climate change being one of the biggest collective action problems
in society, it brings up the need to understand how institutions affect the transition towards climate
adaptation and mitigation. One such institution that demands further study has been that of climate
finance markets, given its growing legitimacy within the global financial market setting.

Climate finance is not only able to transcend global borders, but also creates economic incentives
for behaviour change at both the public and private sector level [2]. However, an academic gap exists
in not only documenting changing financial norms, but also in whether the threat of climate change
and pressure from social actors could be a driving force in guiding institutional transitions. This paper
addresses the gap on institutional transition in the financial markets through its analysis of a popular
climate finance tool known as the green bond. By examining the institutional pressures on the social
actors participating in this market, we further assess the adaptive capacity of the green bond market to
respond to climate risks.
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In line with the literature, we define social actors as those based in an institutional setting
(i.e., capital or financial markets), who can further directly or indirectly influence the institution and its
regime change [2]. In the green bond market, social actors can either have a direct role and be primary
social actors (i.e., issuers, investors, regulators, rating agencies, and so on), or be secondary and have a
more indirect role (i.e., governments, industry associations, academic researchers, and so on)—both
of which ultimately have varying degrees of influence on the market. Therefore, depending on
their power distribution and legitimacy in the institutional setting, social actors can create economic,
behavioural or social incentives [3] and hence ultimately change an institution’s ‘business-as-usual’ or
current pathways [4]. The opposite can also be true, where institutional isomorphism (referred to as
institutional pressure from here on) can change due to internal or external factors that are felt by social
actors, depending on how directly associated they are to the existing institutional regime [5].

Although the literature on both institutional theory and adaptive capacity is still evolving to
address the role of institutions in the climate change era, our paper seeks to fill the gap in terms
of analyzing new and evolving ethical institutions like the green bond market. So far, the green
bond market literature has addressed financial aspects and motivations, such as its positive corporate
performance [6], pricing differential [7,8], market liquidity [9,10], comparative financial returns [11,12],
investor risk perception [13–15], impact and reactions from other types of financial markets like
credit [16], treasury, energy [17] and the stock market [18]. However, only a few papers have
sought to address the institutional dynamics that play a role in this market from a developing or
emerging economy standpoint [10,19], with most focusing on the voluntary governance aspects of this
market [20,21]. Our exploratory study contributes to the literature in terms of a country-level analysis
of this market, with implications for institutional impact in an emerging economy.

In order to further explain institutional isomorphism or pressure in this market, we use institutional
theory due to its ability to explain evolving legitimacy of institutions in relation to the established
regime or norms [5]. As supported by this theory, institutional transition and regime change occur only
when there is greater agreement among formal and informal social actors [5]. Typically, such transitions
are also brought about by certain institutional pressures categorized as coercive, normative and mimetic
drivers [5] of change. Our paper uses these aspects of institutional theory to create a new analytical
framework around the green bond market and highlight the institutional pressures being felt by integral
primary and secondary social actors. Our institutional pressure framework is then supplemented with
the literature on adaptive capacity and uses Gupta, Termeer, Klostermann, Meijerink, van de Brink,
Jong, Nooteboom and Bergsma’s Adaptive Capacity Wheel (ACW) [22] to understand which criteria
and dimensions of institutional strength are most influenced by the institutional pressure being exerted
on social actors of this market.

With most management and sustainable finance research having a strong Western focus,
a South Asian perspective might be beneficial due to the urgent need for new governance models
that could help hasten the low-carbon climate resilient (LCR) transition. We seek to fill this literature
gap by applying our institutional pressure and adaptive capacity framework to an important and
emerging South Asian economy like India. Since previous academic literature has mainly centered
on the financial performance of this market, our focus is on a different aspect that looks to link the
financial value-add of green bond markets in South Asia and its existing institutions to address the
adaptive capacity to climate change. Doing so allows us to explore the perceptions of involved actors
in relation to the institutional norms currently governing this market in the South Asian context [23].
By focusing on South Asia’s biggest green bond market in India, we are able to highlight transferrable
lessons for other emerging economies that might face similar growing pains when trying to engage
with their own green bond markets. Hence, our research questions focus on first identifying the
type of institutional pressure along with the subsequent impact on adaptive capacity dimensions,
as well as on understanding the Indian green bond market’s stage of institutionalization and overall
adaptive capacity.
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By using a mixed methods exploratory approach, we start with the descriptive quantitative
data of the Indian green bond market from 2015 to 2017 and link different institutional pressures
to it, such as regulation and stakeholder advocacy. We supplement this with detailed interviews of
high-level market participants to fill the gap regarding market perception and its institutionalization
within the Indian economy. Using our conceptual framework, we analyze our findings to show that
although India’s green bond market is evolving, its growth is hampered by factors like the lack of
awareness about climate finance, changing regulatory priorities and overall institutional strength of
Indian social actors. We also introduce the concept of a high-priority social actor and conclude that
varying degrees of institutional pressure from such actors will ultimately decide the future of this
market and its adaptive capacity in response to climate change.

Background

The green bond market has not only been successful over the last decade, but it has also been the
most ‘public face’ of climate finance. Unlike a traditional bond market, it raises specific debt capital for
climate-friendly projects and assets in order to provide investors with financial returns and to support
the transition towards a low-carbon economy [24]. Green bonds also provide risk-adjusted financial
returns on par with regular or vanilla bonds, which is a main attraction for various types of investors
(including niche green and socially responsible investors) as well as other stakeholders (such as
governments, regulators, public and private issuers, environmental non-governmental organizations
and even rating agencies) to participate in this market [2]. Its popularity is visible in yearly exponential
growth, which crossed $200 billion in 2019 alone [24] and is twice the annual amount being committed
by developed countries through official development aid (ODA) [25].

Globally, the green bond market is one of the most advanced forms of climate finance that is
currently addressing both climate risks and financial opportunities related to addressing climate
change [2]. However, with the market still not standardized, the fear of greenwashing persists
among various stakeholders [25]. Therefore, in order to dispel these fears, there is a need for greater
institutional support and oversight from social actors in the market. Since the support and acceptability
for any market is driven by its institutional legitimacy [5,25], the broader focus of this research
has been on understanding institutional dynamics or pressures that are driving the growth of this
market. Although the green bond market has various social actors, this study will focus on a mix
of primary and secondary social actors that hold a high degree of power and legitimacy in the
market, namely institutional investors, both public and private issuers, national governments and
financial market regulators (including securities regulator or central banks)—and evaluate their role in
contributing to the market’s overall adaptive capacity or its ability to adapt to impacts of climate change.

This research has a three-fold contribution in the field of green bonds research, institutional theory,
as well as organizational models surrounding South Asian economies. Firstly, it contributes to the
academic literature on the green bond market by providing a conceptual framework for the drivers of
the market, especially in terms of the various institutional pressures faced by its social actors. Secondly,
it connects literature on adaptive capacity of institutions with management literature by examining the
adaptive capacity of the green bond market and its social actors to climate change. Thirdly, it uses the
case study of India’s green bond market to test the conceptual framework as well as provides some
guidelines to apply this framework in the context of other South Asian countries that are trying to
nurture their own green bond market growth.

2. Literature Review and Conceptual Framework

The adaptive capacity of institutions can be defined as the “inherent characteristics of institutions
that empower social actors to respond to short and long-term [climate] impacts . . . and encourage
these actors to change these institutions to cope with climate change” [22] (p. 461). By missing out on
the implementation of climate-sensitive measures, the adaptive capacity of institutions gets shaped as
a reaction to the socioecological changes occurring at that point [3]. In literature, “institutions” are
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usually seen to be synonymous with “organizations” [22] (p. 460). Although organizations are
formalized patterns of rules and decision-making, institutions represent much more than that,
given their underlying ideological values and norms [22]. Based on this, we define institutions as
a system of rules or decision-making space, that can further influence organizations and vice-versa.
In the context of the green bond market, institutions are seen as the organizations represented by social
actors (like investors, issuers, regulators, governments and service agencies) that create the primary
decision-making space for formal and informal rules of this market, but with the ultimate purpose of
influencing the flow of traditional capital. Therefore, we regard the green bond market as not just an
institution, but an underlying bridge for institutional regime change that can also provide a space for
traditional financial market actors to interact and create new norms or rules about climate finance as
an overarching institution.

As mentioned by Gupta et al. (2010), institutions can be seen as “inherently conservative due to
their ability to come to collective agreement based on long debates over time” [22] (p. 460) and
because of their tendency to be path-dependent [26] as well as reinforce current institutional logics.
This makes institutions slow in reacting to change and leading to slower institutional transitions,
which is ultimately a barrier for addressing evolving climate impacts and adaptation needs [22].
To understand the various drivers of institutional transition and its adaptive capacity, this section first
outlines the various types of institutional isomorphisms or pressure. Examining these pressures can be
an important foundation to map institutional regime change in the context of climate uncertainties,
based on their ability to predict and explain the motivations behind institutional transitions.

If we look at the green bond market, a driver of its inclusion in the mainstream financial market
discourse can be attributed to the institutional pressure experienced by various social actors. Some of
the primary social actors that have a direct role in transacting in this market can include financial
market regulators (like securities market regulator or central banks), various types of issuers and
investors as well as market service providers (e.g., third-party auditors or second opinion providers).
Secondary social actors can be seen as those having a more indirect role in the functioning of the
market—such as national governments that contribute to climate policy and economic transition,
industry associations that recommend best practices and others that are market advocates but do not
have a primary role. This paper examines how some of these actors are influenced by the three types of
institutional pressures within the green bond market and further impact its overall adaptive capacity.

Based on recent literature on the green bond market, the following sub-section outlines how
institutional pressures can influence social actors of the market. The next sub-section introduces the
concept of the adaptive capacity wheel [22] and explains which criteria are most applicable to the
green bond market. Finally, it sets out a conceptual framework showing how to apply the institutional
pressure-adaptive capacity response analysis in the context of a specific green bond market by using
the case study of India.

2.1. Types of Institutional Isomorphisms

Institutional isomorphism or the process to gain homogeneity in the face of future uncertainty like
environmental change, can be driven by both formal and informal norms and dynamics that govern
institutional transitions [5]. According to institutional theory, institutional transitions can occur due to
coercive pressure from formal or informal rules exerted by one institution on another—in our case,
this can be categorized as formal regulations or informal communication by a primary social actor in the
green bond market [20,27]. The most formal and direct coercive pressure in this market can be through
formal and targeted regulations like green bond disclosure norms or green taxonomy frameworks,
which are usually provided by governments or regulators based on the country or region [20,28].
Indirect but formal coercive pressure can also be felt due to climate-related government fiscal policies
like the green credit guidelines in China [28] or financial incentives for greater renewable energy
investments [29] at the regional or local level [19]—which may or may not have a direct impact on the
market, but end up creating incentives for greater green investment flows [2,16]. On the other hand,
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direct but informal coercive pressure might entail institutional investors demanding climate-related
disclosures for green bond investments by using shareholder activism or proxy voting [30]—which
influences the underlying rules and norms about climate finance at the institutional level [31].

If an institution changes due to socially accepted common norms and practices, then the transition
is driven by normative pressure [32,33]. However, social practices or norms are not only useful in
shaping institutions, but they can also be shaped by them in return [22]. This is visible in the green
bond market, with normative pressure coming from secondary social actors such as international
organizations like relevant United Nations (UN) agencies that have a specific financial market
mandate. For instance, UN Environment Programme’s Financial Inquiry (UNEP FI) or UN Principles
of Responsible Investment (UNPRI) are both regarded as relevant organizations by market players
in the global climate finance markets [10,34]. Furthermore, normative pressure can also come from
globally accepted industry associations and their guidelines, like the International Capital Market’s
Association (ICMA)’s Green Bond Principles (GBP) or investor-focused associations like Climate Bonds
Initiative (CBI). Not only do these secondary actors create the social pressure necessary in helping
legitimize green bonds within their traditional spheres of influence, but they in turn get influenced by
how this market evolves based on their institutional mandates to address climate-related financial
risks and opportunities [10,13,16].

At some point, various social actors can even work together to influence the creation of new
rules or social practices in this market [14]. For example, ICMA’s GBP process involved collaboration
from various market players or having several countries come together to create a region-specific
taxonomy like that by EU’s Technical Expert Group on Sustainable Finance or have sector-specific
taxonomies like those seen in the Climate Bonds Taxonomy 2020. The innovative nature as well as
the threat of greenwashing in this market have led to new market rules around authentication of the
use-of-proceeds, with issuers using green bond certifications or verification schemes and audits being
conducted through third-party firms or CBI-approved green bond verifiers [10]. Similarly, social actors
are also working together on regional and international efforts around market standardization, as seen
in the Association for Southeast Asian Nations (ASEAN)’s Green Bond Standard or in International
Organization for Standardization (ISO)’s 14030 Standard on green debt instruments [19,35].

In other cases, an institution can also change proactively in a way that follows imitation of
other institutions in order to cope with uncertainty [5]; this is known as mimetic pressure. In the
green bond market, imitation can mean undertaking innovative activities or initiatives by primary
social actors (who are most likely also newcomers to the market) to reduce future uncertainties.
For example, primary social actors like regulators can follow industry-established guidelines like
the GBP or CBI taxonomy to create their country-tailored regulations or definitions for green
bonds [20]. Other indicators of mimetic pressure can be when secondary social actors such as
traditional government ministries like Finance or Environment start getting involved in novel areas
like green bonds or sustainable finance [20,36].

However, social actors that face the highest carbon risks or are in need of access to capital, are most
likely to face this type of pressure. In terms of issuers, these can include emerging and developing
countries or oil-dependent economies, provinces or states as well as municipalities that are based in
high-risk regions (like flood zones or coastal regions) and have carbon-intensive business models that
are resource-based like those of fossil fuel companies. Such social actors might start looking to issue
green bonds or even transition-linked bonds [37] in order to cope with future climate risks [6,9,38–40].
In terms of investors that face the most mimetic pressure, it can include those that have an asset–liability
mismatch, such as those seen in pension funds having long-term fiduciary duties, as well as those
that have high risk of stranded assets, especially due to exposure to carbon-intensive portfolios [41].
In order to cope with this type of institutional pressure, institutional investors might start conducting
climate stress testing of their portfolios (as recommended by the Task Force on Climate-related Financial
Disclosure (TCFD) report) or applying Environmental, Social, and Governance (ESG) criteria to screen
or diversify investments [27].
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The following table (see Table 1) summarizes the relevant literature on institutional pressure as
well as on the green bond market, to create a conceptual framework of how social actors in this market
respond to institutional pressures. The different types of institutional pressure may work in various
settings or in tandem, for instance, coercive pressure like climate regulations or policy (or a lack of) can
have a compounding impact on mimetic pressures by motivating the green bonds market to reduce
climate uncertainty by issuing more green bonds or following international voluntary standards in the
absence of climate policy. Hence, this framework should be seen as that which applies contextually
based on the green bond market in question.

This paper looks to “explain core characteristics and behaviors of [important and relevant social]
actors in the emergence and diffusion of [green bond market] practice by pointing to the relevance of
higher-order principles like rules, norms, taken-for-granted assumptions or cultural belief systems” [3]
(p. 774). Financial aspects that have been discussed in the literature are not addressed in this study to
be able to focus on institutional aspects of the green bond market. In order to explain the growing
legitimacy of a green bond market within the current global financial regime, we provide a unique
insight into the relationship between the social actor, institutional pressure and adaptive capacity of
this market.

2.2. Assessment Tool: Adaptive Capacity Wheel

In order to assess the green bond market perception of the institutional regime change in the traditional
financial markets, our paper uses an adaptation assessment tool known as the Adaptive Capacity Wheel
(ACW) by Gupta et al., (2010) (see Figure 1). As defined in the literature, the following six dimensions are
the main indicators of adaptive capacity: having a variety in perspectives, improving learning capacity
through trust and institutional memory, making room for autonomous change through capacity building,
encouraging visionary and collaborative leadership, implementing adaptation measures through use of
resources (legitimate, financial and human) and encouraging overall fair governance [22]. These dimensions
further consist of twenty-two criteria that can be connected to institutional literature on governance,
international relations, organizational behaviour and earth-systems governance [22].

Over the past few years, the ACW has been applied to assess the resilience of different institutional
settings, including water management governance in the Netherlands [42], EU and China [43] as well as
examining urban planning institutions in the Netherlands [44]. However, it has not yet been applied
to the context of a financial market, let alone a climate finance market like the green bond market.
Our paper is the first to identify the relevant ACW dimensions for the green bond market, by focusing
on the criteria that would reinforce growth and legitimacy at the global level. It then moves on to
assess the particular climate resiliency and adaptive capacity of a country-level market.

However, as mentioned by Gupta et al. [22] and presented in Figure 1 a few points need to be kept
in mind when applying ACW—certain dimensions and criteria can be reinforcing as well as create
tensions (e.g., between strong leadership and high variety), some criteria can make others less relevant
(e.g., sufficient entrepreneurial may not require visionary leadership), dimensions and criteria are not
independent of each other (e.g., resources and fair governance can have broad impacts) or of their
contexts (e.g., what is applicable for green bonds in one country context, might not work in another
country due to varying institutional dynamics) and lastly, even if financial markets showcase adaptive
capacity, it does not mean that it will go into a greener direction (p. 465).
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Table 1. Key literature with examples of application to the green bond market and its social actors.

Type of Pressure Cited in Key Literature Definition Example of Social Actor Reaction

Coercive Pressure

Institutional Theory
Literature: [5,28,33]

Formal and informal rules exerted by one
institution on another.

• Direct and Formal—Green Bond Regulatory Guidelines or Green Bond Disclosure Norms
• Indirect and Formal—Litigation, Fiscal Policies or Monetary Policies
• Direct and Informal—Shareholder Activism or Proxy VotingGreen Bond Literature:

[2,16,20,27,29,31]

In the green bond market, formal and informal
rules can include internal or external
communication by a primary social actor.

Normative Pressure

Institutional Theory
Literature: [5,32,33]

Social pressure on institutions to conform to
certain norms.

• International Organizations and Industry Associations: e.g., UNEP FI and UN-PRI, or CBI and ICMA
• International Voluntary Guidelines and Best Practices: e.g., GBP or CBI Certifications
• Collaborative Efforts: (involving multiple social actors): e.g., ISO Green Bond Standard or ASEAN

Green Bond Standard
Green Bond Literature:
[7,9,13,14,19,35]

In the green bond market, social pressure can
come from secondary social actors like
international organizations, industry guidelines
or associations.

Mimetic Pressure

Institutional Theory
Literature: [5,23]

Imitation of other institutions’ activities or
initiatives to cope with uncertainty. • Creation of National Guidelines by Using International Best Practice (using GBP or CBI taxonomy to

define green at a country level)
• Greater Involvement of Secondary Social Actors in the Market (in this case, traditional financial

actors or environmental actors)
• Involvement of Non-Traditional Social Actors (due to high risk of stranded assets, asset-liability

mismatch or a need for diversified finance)

Green Bond Literature:
[6,15,16,27,36,38,40,41]

In the green bond market, imitation can mean
undertaking innovative activities or initiatives by
primary social actors (who are most likely
newcomers in this market) to reduce
future uncertainties.
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2.3. Conceptual Framework

In this paper, we use an adapted conceptual framework to reflect the relevant institutional
pressures and their adaptive responses within ACW. Firstly, the institutional space of interest is the
green bond market and the isomorphic pressures being experienced and exerted by its social actors.
Although there are 22 criteria outlined, not all can be applicable or complementary to the green bond
market context, because the market involves a variety of social actors being influenced by institutional
pressures (as seen in Table 1).

In order to identify the most relevant dimensions and their impact on the green bond market,
we scored the adaptive capacity criteria using the scale provided and then cumulatively showed
the positive or negative impact on each dimension (see Figure 2). Although we acknowledge that
adaptive dimensions and criteria could have both positive and negative impacts based on the type of
institutional pressure, for the purposes of our conceptual framework we focused on the ones that had
the most positive impact on this market. The question we asked to ascertain the relevant criteria was:
Based on the type of institutional pressure (e.g., coercive, normative or mimetic) on the social actor,
which adaptive capacity criteria is most likely to have a positive response in the green bond market?
This allowed us to identify the overall dimensions that were ultimately the most positively influenced
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by the three types of institutional pressures. We then created the following conceptual framework
based on the type of institutional pressure and its preferred adaptive capacity dimension:
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Figure 2. Conceptual framework: Connecting the three type of institutional pressure and their relevant
adaptive capacity dimension for the green bond market.

Based on the two chosen literatures, i.e., institutional theory and adaptive capacity response,
our hypothesis was that different types of institutional pressure on social actors reinforce certain but not
all adaptive capacity dimensions of the green bond market positively. For instance, coercive pressure
in this market can be based on direct formal, direct informal and indirect formal rules set out by
primary social actors like investors, regulators or governments (see Table 1). The result of this is that
coercive pressure will encourage primary social actors to increase internal or external communication
about climate change and its impact on their role or business. In this case, having dimensions like
strong visionary leadership through public–private collaborations and partnerships might be seen as
being a proactive solution on integrating climate risks. Furthermore, by encouraging efficient use of
resources based on greater redirection of authoritative, human and financial power, it would also help
positively reinforce the green bond market growth. Hence, leadership and resources are seen to be
important dimensions for coercive pressure in this market.

Normative pressure in this market (see Table 1) are based on social norms exerted by secondary
social actors, such as industry associations like ICMA or CBI as well as international agencies like
the UNEP FI or UNPRI among others. In this case, dimensions that would be reinforced by this
pressure included having a greater variety, multiple problem frames or stakeholder views, diversity in
solutions being enforced, and a redundancy from having multiple secondary social actors involved.
This allowed greater room for autonomous change, based on the use of continuous access to new
or evolving information like an international green taxonomy, green bond standard or market best
practice like verifications, which ultimately helps address the market’s capacity to improvise in a
time of change or crisis. Due to such enterprising social norms being established by secondary social
actors, it means certain primary social actors exhibit leadership aspects by engaging in innovative
initiatives and showing greater visionary, entrepreneurial and collaborative efforts within the market.
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This aspect is visible in greater collaborations among both types of social actors to create new standards,
guidelines or best practices for the market.

Furthermore, having resources due to the involvement of industry associations like the UNPRI or
at the government level also meant that trillions of dollars in financial power were being represented,
which further contributes to market legitimacy and governance. In order for normative pressure to
impact the green bond market, our framework indicates that fair governance aspects like greater
social and collective legitimacy, responsiveness to market challenges and accountability continue to
play an important role in this market. Hence, dimensions like variety, room for change, leadership,
resources and fair governance are seen to be important for normative pressure.

Mimetic pressure in this market allowed non-traditional primary and secondary social actors
(see Table 1) to address climate uncertainty and imitate other successful initiatives and activities.
In this context, dimensions like learning capacity, variety, resources and fair governance are seen to
be positively reinforcing for this market. For example, in order to better adapt to climate change
impacts, an investor might experience mimetic pressure due to uncertainty of climate impacts and
use their learning capacity to take up new best practices like certifications or third-party audits of
their green bonds. Doing so could also involve improving single and double loop learning in terms of
better organizational routines (or establish an internal process for subsequent green bond issuances
or evaluations) and questioning traditional investment criteria within decision-making processes,
respectively. Learning capacity also means that institutional memory of a non-traditional social actor,
including the Ministry of Finance or Environment and high-risk social actors (like fossil fuel companies
or investors having stranded assets), can be improved due to the imitation of initiatives undertaken by
other successful social actors in the market.

In terms of the variety of solutions, problem frames and diversity criteria, were seen as important
for mimetic pressure because they provided the flexibility for social actors to choose the most relevant
imitation strategies. On the other hand, having a greater number of financial, human and authoritative
resources, such as those found in multinational issuers, institutional investors or developed country
governments, might enable any newcomers of this market to implement their chosen solutions or
strategies more effectively. Lastly, fair governance was seen as being beneficial in order to encourage
legitimacy of this market due to greater responsiveness from different types of social actors in
addressing climate impacts. This also allowed greater accountability in terms of measuring or tracking
greenhouse gas (GHG) emissions as well as increasing participation from non-traditional social actors
like institutional investors or fossil fuel issuers. Hence, dimensions like variety, learning capacity,
resources and fair governance are seen as being important for mimetic pressure in the market.

Similar to the functioning of the institutional pressure, dimension and criteria of the adaptive
capacity wheel are seen to be reinforcing to each other or working in tandem, as well as changing
based on the context, i.e., evolving aspects of climate impacts or different political systems of a country.
Therefore, it is important to use our framework in a manner that keeps in mind these specific caveats
and apply it using a case study method. Our paper showcases how to do this in the Indian green
bond market, and further delves into how institutional isomorphic pressure can create or hamper
institutional transition. An important aspect to keep in mind is that in most cases, as a response to one
or more types of institutional pressures, social actors of this market are likely to perceive an action in
a reactionary sense. In order to examine the reactionary outcomes, this paper uses our institutional
pressure-adaptive capacity response framework to provide answers to the degree of climate resilience
that Indian social actors and their institutions will face through this market.

Based on our literature analysis and conceptual framework building, the objective of this paper is
to apply institutional isomorphism in the green bond market of India and understand the relevant
adaptive capacity dimensions that are either contributing or hampering its market potential. Therefore,
our study asks the following research questions:

1. How do various institutional pressures influence the adaptive capacity of the green bond market?
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2. What are the different types of institutional pressures present in the Indian green bond market
and what is its overall adaptive capacity?

3. Materials and Methods

This section further breaks down our data collection aspects as well as our data analysis process.

3.1. Data Collection

By analyzing the green bond market using an exploratory lens and mixed methods approach,
we used descriptive market statistics to examine India’s green bond market growth. The gaps
in the quantitative data further motivated the in-depth qualitative inquiry using stakeholder
interviews. To answer our research questions, we used data from ten key interviews conducted
during May–June 2018, with various high-level stakeholders in the Indian and international green
bond market. Our pool of interviews included two types of Indian financial regulators, one Indian
and one international financial industry association, two Indian green bond issuers, one international
underwriter and one multilateral financial institution operating in India—all of whom had tangible
experience within the Indian green bond market (See Table A1 in Appendix A). The interviews were
semi-structured and conducted with individuals at the executive or senior policy levels within their
organizations. Based on their high-level positions and subsequent ability to influence decision-making
processes within their organization, our qualitative findings were seen as being robust and validated
by the annual India green bond market reports issued by Climate Bonds Initiative.

Participant types of regulators, issuers, investors, bond underwriters and industry associations
were chosen based on their direct interactions with the Indian green bond market as a primary
stakeholder. Participants were recruited either through mutual industry connections of the authors or
from their previous interactions at events like UNEP-FI India report launch and stakeholder roundtable
meetings held by CBI in India. They were invited to participate in this study by an email which outlined
the study’s research objective, ethics clearances and provided a broad set of questions. All participants
gave their informed consent for participation in this research. The study was conducted in accordance
with the Declaration of Helsinki, and the protocol was approved by University of Waterloo Research
Ethics Committee (ORE#23082). Each interview lasted between 50–120 min and was recorded and fully
transcribed, providing a rich source of contextual qualitative data and amounting to over 120 pages
of transcript.

In order to set the stage for the qualitative results, detailed green bond issuance data such as
use-of-proceed information, issuer name, issuance amount, date of issuance and maturity and currency
of issuance, was obtained by the authors from CBI using an academic request form in April 2018.
The market period analyzed is financial years of 2015 to 2017, due to the availability of complete data
at the time this study was undertaken.

3.2. Data Analysis

In order to set the stage, our descriptive green bonds data for the Indian market were also related
to various macro-level events affecting India’s market at that time. The macro-level events chosen for
this study were based on the hypothesis that overall financial stability (of the country) and institutional
legitimacy (of certain social actors like public regulators) were important factors in how social actors,
such as investors and issuers, respond to climate finance. Hence, the event types chosen for this study
included date of relevant regulation announcements, demonetization of Indian currency and CBI
advocacy events being held for this market.

For India, a macro-level event like the demonization of certain currency in November 2016
influenced the overall stability of all financial markets negatively and hence directly affected issuances
of green bonds. In terms of regulation announcements, a rise in issuances was observed after the
issuance of a green bond disclosure guideline in 2017 by the Securities and Exchange Board of India
(SEBI), the securities market regulator. This complemented a set of previous indirect regulations issued
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by the central bank, Reserve Bank of India (RBI), that allowed eligible Indian corporates to issue
rupee-denominated bonds in overseas markets. Another relevant aspect that was examined were the
investor advocacy events, including Climate Bonds Initiative (CBI) events held in India (data obtained
from the Archives section of CBI’s website) as well as the UNEP-FI Inquiry: Delivering a Sustainable
Finance System in India report launch (see Table 1 for the role of secondary social actor like UN agencies
in normative pressure for this market).

The data analysis for the qualitative aspect of our study consisted of three stages; starting with
detailed reading of textual analysis, including primary data from interview transcripts and
peer-reviewed journal papers as well as secondary data from regulation documents and policy
reports on India’s financial system. In the second stage, the primary interview data were then openly
coded into various relevant ‘nodal points’ around which narratives, discourse and key words were
identified in the text [45]. This resulted in 25 ‘nodal points’, each of which illustrated the relationship
between the green bond market and its social actor (or primary stakeholder) interaction. The open
coded nodal data were then re-analyzed around four key axial coding themes [45] and categorized to
illustrate the relationship between institutional isomorphism and the green bond market—for instance,
regulation, investor confidence, market challenges and business case of the green bond market. By using our
conceptual framework, we further connected the 25 open codes (and in extension their four axial codes)
with the three types of institutional pressures (namely coercive, normative and mimetic).

In the third and last stage, the data from the results section were then categorized in terms of
their relevant adaptive capacity dimensions in the Indian green bond market. By using the qualitative
findings in conjunction with the Adaptive Capacity Wheel, institutional pressures driving the green
bond market in India are analyzed in the discussion section. It also applied the relevant adaptive
capacity dimensions (based on those identified in our conceptual framework, see Figure 2) to the
qualitative findings in order to measure its overall adaptive capacity. However, in reality, within an
institutional system, adaptation is unlikely to follow a direct path towards these outcomes [46]. Hence,
it was important to keep in mind the contextual background of the Indian green bond market and then
apply the relevant aspects of the conceptual framework. Throughout this study, standard methods
of qualitative social research were used to ensure theoretical fit of the data, with a focus on ensuring
construct validity as well as external validity of the results. Furthermore, the use of multiple sources of
evidence, such as primary (such as interviews with key stakeholders), secondary data sources (such as
policy reports and CBI database) as well as relevant peer-reviewed literature was able to provide
reliability in terms of triangulation of our findings.

4. Results

India’s green bond market was initiated in 2015 with the issuance of a green bond from a private
sector bank. As the market grew in India, it became the 7th highest country issuer in 2016, the 8th
highest issuer in 2017 and then fell to the 12th position in 2018 [47]. Even though its position fell
globally in 2018, the total domestic issuances kept increasing quarterly and were only negatively
impacted due to macroeconomic events like demonetization of certain Indian currency (see Figure 3).

Throughout the chosen time period, India’s economy grew at a rate upwards of 7 percent
annually [48]—which signaled the investment opportunity for various international and domestic
investors. A unique feature of the green bond market in India was the number of certified green bonds
from issuers, having the highest global certifications at the end of 2018, which according to CBI was
able to attract deeper pools of capital like those held by global institutional investors [49].
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events and advocacy events in the Indian green bond market.

4.1. Descriptive Statistics

In terms of the total issuances per year, in 2015 the market stood at approximately US$1.149 billion,
US$1.568 billion in 2016 and US$5.110 billion in 2017. The cumulative total issuances for the Indian
green bond market from 2015 to 2017 stood at US$7.827 billion. Quarterly issuances seem to pick
up after advocacy events (held by investor associations like CBI) as well as policy support (indirect
guidelines from RBI and direct disclosure norms from SEBI), and fall after macroeconomic shocks
such as the demonization of certain Indian currency (see Figure 3).

The issuers in the Indian market consisted of both public and private issuers, with six sub-categories
of issuers based on their industry type. In the initial stages of this market (2015–2016) private issuers
led the market growth, whereas public issuers overtook the market growth in 2017 (see Figure 4).
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Figure 4. Type of issuer and annual issuance amounts based on issuer sub-category.

One of the highest amounts issued during this period was by a public issuer called Indian
Renewable Energy Development Authority Ltd. (IREDA) based in New Delhi, which issued a Green
Masala Bond on the London Stock Exchange [50], worth $1.5 billion, and also had the first green-certified
bonds from a public issuer. In 2017, public issuances rose almost eight-fold ($373 million in 2016,
as compared to $3 billion in 2017) as compared to private issuances ($1 billion in 2016 and $2 billion in
2017)—which indicated the transition to a publicly driven green bond market in India.
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In terms of the use-of-proceeds for Indian green bonds, there were five different sectors being
targeted in India—energy, water, transport, building and adaptation. The most important sector was
energy (25 out of 28 bonds mentioning it in their use of proceeds) (see Figure 5).
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Figure 5. Popular sectors for Indian green bonds for 2015–2017, based on their use-of-proceeds.

4.2. Qualitative Interviews Results

The results of the qualitative interviews with 10 market participants (see Table A1) are displayed
in a table form to show the axial and open coding, as well as the type of institutional pressures affecting
this coding (see Table 2).

The regulation aspects of the Indian green bond market are consistent with our conceptual
framework for this market. For instance, regulatory capabilities and regulation creation itself was
impacted by the variety of stakeholders involved, for example, SEBI held public consultations before
releasing the disclosures norms and significant market growth was only achieved in 2016 after
participation from public issuers. However, dimensions like autonomous room for change or the need
to build capacity capabilities among social actors and resources, in terms of the greater financial and
human resources needed, both had a negative impact. This was due to certain social actors now having
to meet additional verification requirements, based on SEBI’s disclosure norms requiring bi-annual
reporting instead of the previous market best practice of annual reporting, thereby making it more
onerous for Indian issuers to label a bond as a green bond.

Regulation in India was also driven by leadership at the market level rather than at the institutional
level, mainly due to the market starting off in 2015 with private sector issuances and regulation only
coming after “investors demanding a regulatory stamp on the market” (P5). Given this stakeholder
push for regulatory oversight, certain dimensions like having a slow learning capacity among the
market participants or the time lag of market regulation being picked up, as well as overall fair
governance challenges, as seen with NPA issues in the Indian banking sector, negatively impacted the
effectiveness of any regulation in this market.

In terms of the investor confidence, it was clear that the market in India was affected by coercive
pressures from investors and responded by showing adaptive capacity dimensions like leadership
aspects among certain regulators, for instance, SEBI issued green bond market regulations, whereas RBI
did not. It also tapped into the resources aspect among green bond issuers, by showing that certain
issuers who were able to meet investor mandates of avoiding controversial investments (e.g., clean coal)
as well as those utilizing their financial and human resources for greater reporting and getting more
CBI certifications, were further able to improve investor confidence in their green bond.
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Table 2. Axial and coding of interview quotes in relation to institutional pressure types.

Axial Coding Open Coding Indicative Examples of Interview Quotes Institutional Isomorphism Justification

Regulation

1. Domestic Policies and Regulation

“[Disclosure norms] released after public consultation as well in conjunction with
relevant government ministries including Renewable Energy and Finance” (P3)
“One of the primary goals of the Indian regulator is to increase the basic financial
literacy and inclusion across India’s 1.35 billion citizens, therefore, policies related to
climate change and the green economy do not get the same level of precedence as those
which modernize and monitor the economy” (P2)
“Since 2018-19 is an election year for the country, policy creation will be focused on
urgent and publicly important issues like NPAs or financial governance” (P6)

Coercive Pressure
Due to policy pressure and legitimacy
provided by an official
policy/guideline/regulation mandate.

2. International Best Practices “SEBI’s disclosure norms are based on global best practices like the CBI taxonomy and
the GBP” (P3) Normative Pressure Due to following social norms in

the market.

3. SEBI’s Disclosure Norms

“India’s first and only formal regulation in the green bond market” (P3)
“...awareness of climate change [impacts] among investors is still low, and that is why a
disclosure route was chosen by the regulator” (P4)
"...push for regulation was due to investors and issuers being more interested in seeing a
regulatory stamp on the market” (P5)

Coercive Pressure Due to pressure from stakeholders
like investors and formal regulation.

4. Green Definitions “There is a gap in what is available and reported by market participants in the green
sectors...which impacts how we can create sector-wide green definitions” (P2) Normative Pressure Due to following other green

taxonomy frameworks.

5. Lessons from China

“ . . . having different regulators in China using different definitions of green is
emerging as a challenge for domestic green bond issuers.” (P7)
“A common platform or forum is needed for various stakeholders in the market” (P2)
“The Chinese stock exchanges have played a big role in creating awareness about the
green bond market” (P3)
“In China, it is easier to mandate green or climate awareness, even from the investor
side” (P3)

Mimetic Pressure Due to imitation of other green
bond markets.

6. Regulatory Risk

“If green bond regulations are introduced, new challenges and questions will come up
in formulating them. For example, should regulation be linked to international
best-practices or be more India-specific? What sectors should get prioritized? Should
there be investments caps in these sectors? How would it change the PSL limits for
existing sectors” (P2)

Mimetic Pressure Due to policy uncertainty.

7. Reactive Approach

“Although other South Asian regulators have issued regulations related to green finance,
Indian regulators are still waiting for the market to be ready before they do so...” (P1)
“Regulation does not get picked up [in India], until the market calls for it” (P2)
“Regulation comes after the market is established and in a supportive capacity” (P3)
“Given the firefighting mode that the Indian regulators have to be in constantly due to
the issue of non-performing assets (NPA) and governance failures, it is unlikely that
regulators will take on additional work required to proactively encourage the green
economy” (P1)

Mimetic Pressure

Due to uncertainty in implementation
of regulation or market reaction and
not being an important
socio-economic issue for
India’s economy.

8. Pro-active Approach
“ . . . setting up inter-departmental and inter-agency green finance committees to look
into green finance tools that might fit within India’s financial system and whether the
Indian market is ready for regulation on green finance” (P2)

Normative Pressure Due to other regulators and
departments being involved.
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Table 2. Cont.

Axial Coding Open Coding Indicative Examples of Interview Quotes Institutional Isomorphism Justification

Investor
Confidence

9. Investment Variety

“In terms of understanding the appetite for retail and domestic investors,
more domestic and rupee issuances are needed.” (P3)
“the impetus on keeping the [SEBI] regulation as disclosure norms was to allow
investors to decide where they want to invest.” (P3)

Normative Pressure Due to social norms dictating the
investment patterns and governance.

10. Market Confidence “If this market is to grow in India, an investor pull needs to be created and systemic
financial risks have to be addressed” (P3) Coercive Pressure

Due to creation of an investor pull or
some aspect of stakeholder pressure
in the market.

11. Investor Expectations

“If clean coal is included in a green bond, it will not be bought by investors that have
specific mandates to avoid such investments” (P10)
“Investors are not just interested in business-as-usual cases and would like to see more
ambitious projects . . . especially among conventional issuers that come from
carbon-intensive sectors [like oil and gas]” (P9)

Coercive Pressure Due to specific investor mandates
needing to be fulfilled.

12. Stakeholder Pressure

“Responsible investment is starting to grow, with ESG integration and reputation risks
being important decision factors [for investors]” (P10)
“...demand for such [non-aligned or non-green] bonds will vary and pose a risk for
investors that represent socially responsible investment interests (SRI)” (P10)

Coercive Pressure
Due to primary social actors,
such as investors,
demanding ESG/SRI considerations.

Market
Challenges

13. Transaction Costs

“For domestic investors in India, factors like coupon rate and currency of issuance play
a big role in what is viable” (P8)
“Apart from very few market participants, the majority still considers this market very
niche and having transaction costs like additional disclosures can be less likely to
encourage further participation from issuers” (P5)

Coercive Pressure

Due to current market best practice of
greater disclosures leading to
additional and direct financial
constraints being placed on the issuer.

14. Greenwashing “Risk of greenwashing needs to be reduced and this requires market standards,
clear definitions and a market ecosystem” (P7) Normative Pressure

Due to pressure from stakeholders in
ensuring oversight and requiring the
creation of internationally aligned
definitions of green.

15. Verification Needs
“The market needs to be kept credible, and for big anchor investors to place their orders,
rigorous analysis and reporting needs to be conducted to show the integrity of the
project” (P10)

Normative Pressure Due to the stakeholder pressure to
reduce greenwashing.

16. Reporting Costs

“...there is an added cost to issuers if [climate] awareness is not present in investors” (P4)
“Having to report twice a year due to SEBI’s disclosure guidelines, as opposed to once a
year, has definitely created additional reporting costs for current issuers . . . and may
deter new issuers from joining the market.” (P5)

Coercive Pressure Due to direct regulation and investor
pressure to report on use-of-proceeds.

17. Data and Awareness

“ . . . there is a capacity building and awareness challenge that exists at all levels and
this can further hamper data collection and disclosure reporting” (P2)
“Awareness of ESG integration and climate change is currently very low in India,
and this hampers market issuances” (P3)

Mimetic Pressure
Due to uncertainty about data and
awareness leading to a few select
issuers in the market.
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Table 2. Cont.

Axial Coding Open Coding Indicative Examples of Interview Quotes Institutional Isomorphism Justification

18. Time Lag of the Bond Market

“India has a relatively new debt market as compared to other countries” (P3)
“Although guidelines on India’s regular bond market came out in 2008, but they were
only picked up by the market in 2012. This suggests a time lag in how regulation can get
picked up by the green bond market as well” (P3)

Normative Pressure

Reflecting the social and country-level
norm of time lag in India’s bond
market as a time lag to be found in
India’s green bond market as well.

19. Lack of Market Infrastructure

“Green finance was not an area of focus in India, given that climate change sensitivity is
not high . . . other countries are going further in terms of green finance by creating green
indices or mandating disclosures” (P4)
“Clearer definition of green and a standardized market will encourage the creation of a
project pipeline and other policies that are needed to support these projects to create a
market ecosystem” (P7)

Mimetic Pressure

Due to comparisons being made with
other country markets and the
uncertainty in how India will respond
to green finance.

20. Lack of Other
Financial Incentives

“Cost of financing and credit risk is a real challenge when it comes to projects in India,
and that is why the green bond market is still in its niche stages.” (P7)
“Tax-free [infrastructure] bonds that were once offered by the government are no longer
offered as the government was losing income on this scheme” (P3)

Normative Pressure
Due to social pressure to conform to
financial costs i.e. tax-free schemes or
credit risk.

Overall
Business Case
of the Market

21. Reputational Benefits

“Issuing green bonds connected to renewable energy projects can allow us to have
reputational benefits as well” (P5)
“India’s green bond issuers had the most CBI certifications for their bonds, and this
attracted a greater international investor mix for the market” (P6)

Mimetic Pressure
Due to consideration of reputational
risks and innovative market activities
like CBI certifications.

22. Diversity of Stakeholders

“they [investors] are more invested in encouraging the greening of existing assets,
and this means not hindering any issuer types from entering the market” (P10)
“demand for green bonds is higher than vanilla bonds, as additional type of investors
are joining the books” (P10)

Coercive Pressure

Due to new stakeholders joining the
market and enforcing informal yet
direct rules like
investment diversification.

23. Signaling Opportunity

“Financial incentives [for the green bond market] can include tax-free infrastructure
bonds, which were once offered by the Indian government to encourage greater
investment into infrastructure” (P5)
“Government has a set renewable energy target and business case already exists for the
market to invest into renewable energy projects by issuing green bonds” (P5)
“Certain regulation already exists for this market and having government participation
is not only a good signal for potential issuers, but also attracts greater investor
demand” (P5)

Normative Pressure

Due to policies or incentives being a
reaction of governments to incentives
like investor demand or the pressure
to act on climate goals through
low-carbon economy opportunities
like the renewables sector.

24. Overcoming Market Challenges

“Sometimes changes to existing regulation also takes time to be implemented
in India” (P2)
“Non-compliance, like those seen in the NPA cases, can be big challenge in India and
needs to be monitored constantly” (P3)

Mimetic Pressure

Due to future uncertainty in how the
financial market actors will react and
follow rules around the green
bond market.

25. Future ‘Greenium’ or
Pricing Benefits

“ . . . lot of work goes in from the issuer side like operationalizing the reports,
where they would like to see a pricing benefit being reflected” (P9) Mimetic Pressure Due to future uncertainty in whether

a pricing benefit will be reflected.



World 2020, 1 256

In terms of the market challenges, normative pressures among market actors due to risk of
greenwashing, verification needs, time lag in the market regulation and lack of other financial
incentives were indicative of adaptive capacity dimensions of this market. For instance, the lack of
variety in financial incentives, seen in the lack of tax incentives or high transaction costs for issuers,
not only impacted the market ecosystem, but also reduced the potential for market participation from
other traditional or non-green issuers. Furthermore, the limited capacity building capabilities at all
levels—such as data reporting and collection gaps among issuers and regulators, respectively (P2; P3),
as well as the lack of climate awareness among the Indian investors (P4)—negatively affected adaptive
dimensions like room for autonomous change as well as resources. In terms of fair governance,
certain issuers (based on their resources) were able to address key market challenges, like the risk of
greenwashing, through greater verification and CBI certifications, which also positively impacted the
overall Indian green bond market. However, if this was to be extended to other bond issuers that
had lower resource capabilities, it would be harder to oversee fair governance aspects, especially due
to the lack of market ecosystem that might help reduce issuer transaction costs or make reporting
requirements easier.

The overall business case of the market was driven mainly due to mimetic pressures like
reputational benefits, incentives to overcome market challenges and a future pricing benefit for issuers.
Based on the uncertainty of mimetic pressure, the green bond market provided primary stakeholders
with reputational benefits, the direction to overcome market governance challenges (through better
use-of-proceed reporting and third-party verifications) as well as the potential for future pricing benefit
of green products. In terms of the adaptive capacity dimensions of the business case as a response to
mimetic pressure, having greater variety among investors, as mentioned by “additional SRI [socially
responsible investment] investors joining the books” (P10), resources or the ability to have a high
number of CBI certifications among Indian issuers in 2018, and learning capacity, seen as the ability to
establish trust using third-party verifications or improving institutional memory due to re-issuances
by issuers (which could potentially also lead to future pricing benefits) [11] all seem to have a positive
effect. On the other hand, uncertain fair governance dimensions like time lag in regulation or even lack
of consistent regulatory participation (e.g., due to SEBI’s disclosure norms only impacting publicly
listed issuers and RBI having no formal participation in the market) indicated an uncertain negative
effect, as it increased the risk of future non-compliance based on the parallel drawn with the ongoing
NPA governance challenges within the Indian financial sector.

5. Discussion

The main results suggest that not only were Indian green bond issuances linearly increasing over
the years, but they were predominantly driven by normative and mimetic pressure. For instance,
we found that market regulation in India itself was predominantly driven by normative and mimetic
pressure from social actors like investors. Furthermore, institutional response of the market regulators
was shaped by aspects like following international best practices like the GBP, using green taxonomy
frameworks as set out by the CBI, comparing what other regulators were doing (in China and elsewhere)
and using a reactive approach in policy making due to evolving regulatory priorities (created by
macroeconomic issues like demonetization, NPAs and other governance challenges).

In the case of India, we found that the overall institutionalization of the green bond market
is still at the growing stages of social legitimacy, which is also known as the objectification stage
in institutional transitions. At the objectification stage, the green bond market has some degree of
social consensus among organizational decision-makers to increase adoption on the basis of collective
consensus that climate targets and financing gaps can be met by growth of this market [5]. However,
this type of institutionalization of the green bond market is also applicable to developed markets
like the United States or Canada, as well as other Asian economies like Indonesia or South Korea.
The reason being that most country level green bond markets are still evolving and trying to ascertain
the official role of primary social actors, like regulators or investors, is still in its nascent stages of
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institutionalization. The only country that has been able to expedite this market’s institutionalization
has been that of China, given its coercive institutional pressure approach in mainstreaming this market
among domestic social actors [10].

However, due to the unique country-level dynamics of top-down market growth, green bond
lessons from China are less applicable to other South Asian countries based on their varying political
environments. On the other hand, using the case study of India, our paper highlights the similarity of
diverse institutional contexts that could help other South Asian economies in growing their green bond
markets. The findings for India are in line with institutional governance literature on how most public
institutions in South Asian countries, and especially their regulators, usually operate. As opposed to
the regulators in most developed and Western markets, there is a greater level of public embeddedness
for those based in South Asian countries, especially when addressing concerns brought up by broader
civil society actors as well as in terms of reacting to industry challenges [23]. Our findings suggest that
given the socially connected foundations of several Indian institutions, social actors like regulators,
investors, market advocates and issuers, will continue to influence how the green bond market grows
in India. The following sections further highlights specific lessons that India’s green bond market can
provide for South Asian countries.

5.1. Lessons from Institutional Isomorphism of India’s Green Bond Market

Our findings suggest that institutional pressure can have both positive and negative effects in
the Indian green bond market, as opposed to only having a positive effect based on certain adaptive
capacity dimensions (see Figure 2). For instance, our conceptual framework suggests that when
coercive pressure is applied to social actors, a green bond market having greater leadership aspects and
access to resources will be beneficial for its adaptive capacity. In the case of India’s market, the reaction
between coercive pressure and these two adaptive capacity dimensions was true.

However, in terms of the other two institutional pressures—normative and mimetic—having
certain dimensions present (or the lack thereof) led to both positive and negative effects. For example,
in terms of the overall business case for the market, social actors were driven due to mimetic pressures,
but the scope of this market was ultimately restricted due to a lack of fair governance and participation
from other regulators or even other issuers in the Indian financial sector. However, as highlighted in our
conceptual framework (see Figure 2), mimetic pressure would have also led to better fair governance
in this market. This led us to conclude that the overall institutional adaptive capacity of the Indian
green bond market currently stood as being limited, especially since social actors were influenced by
normative and mimetic pressures, and exhibited either positive or negative adaptive capacity effects
based on the axial theme being considered (see Figure 6).

Given that normative and mimetic pressures were driving social actors of this market, as well as
based on our descriptive statistics, we found that India’s green bond market grew only when there was
a harmonization of social actor needs with the national priorities of the country. Almost 89% of Indian
green bonds mentioned the energy sector in their use-of-proceeds (see Figure 5), and this highlighted a
synchronization of international and national priorities for investing in renewable energy. Doing so not
only led to financial diversification benefits and meeting investor mandates for international investors,
but also filled a financing gap for national priority sectors in India.

India’s central bank regulator, RBI, usually sets the priority sector limit (PSL) to encourage lenders
to finance nationally important socio-economic sectors. PSL was introduced to make it easier for
sectors and segments of the Indian economy that find it hard to get access to credit. These include
agriculture, small to medium-scale enterprises (MSMEs), social infrastructures, affordable housing,
education, renewable energy and others that fall under the weaker sections of society (such as
small-scale industries and minorities) [51]. According to these PSL limits, banks can lend up to only
INR 150 million (approximately US$2.2 million) to borrowers financing renewable energy projects [51].
With the energy sector growing due to increasing demand, this PSL target becomes a handicap for banks
as well as borrowers trying to finance bigger renewable energy projects. Therefore, renewable energy
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sector growth faces significant financial constraints like high borrowing costs in India, where interest
rates are also high (7.21 percent) as compared to European (0.93 percent), US (1.84 percent) or Canadian
markets (1.25 percent), and this makes debt an unattractive venture [52]. This is further exacerbated
due to short-term lending and asset–liability mismatch [53] as well as the near absence of mature bond
markets in India. These factors raise costs of new and unestablished sectors like renewable energy by
almost 24–32 percent, as compared to the rates offered by North American or European institutions [52].
Internal financial sector investment limits of scheduled commercial banks (SCB) in India also exist to
reduce risk exposure to any one market, sector or technology [52] (p. 6). These constraints highlight
the need to introduce new financing instruments like green bonds which are able to leverage a large
and diverse investor base, such as institutional investors [51] that are interested in various types of
green investments [54].
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However, as India is an emerging market, such investments come with certain market risks that
international investors face, including greenwashing or a lack of compliance. Hence, creating mimetic
pressure on the regulators as well, especially with SEBI being an investor-focused regulator. Based on
this risk and pressure, other social actors of the Indian green bond market ended up facing coercive
pressures as well; as seen with the release of SEBI’s disclosure norms, where investor push for greater
oversight led to formal and direct regulation that impact issuers. This approach is seen to be in line
with literature on Indian regulators—who not only play a key role in preventing “greenwashing” to
keep market integrity but are also working in reaction to nationally-relevant priorities and influenced
by the needs of the social actors involved [23]. In terms of the role of the regulator in the Indian
market, it seems that “regulation comes after the market is established and in a supportive capacity”
(P3)—which is also the case for regulators in other developing economies in South Asia, especially when
looking to attract and ensure oversight on foreign direct investment (FDI) through innovative climate
finance markets like the green bond.

Given the high number of investment risks in an emerging market like India, having some
regulation in the market is not a surprise, and has further encouraged a rise in issuances from public
sector issuers (like IREDA) as well. This also signals that it is ultimately the role of the public sector
that decides the fate of a new market like the green bond, and especially for an emerging economy
like India. An example of this is seen with private Indian issuers of climate-aligned bonds in the
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energy sector that benefitted in terms of greater investment due to the guarantees provided by India
Infrastructure Finance Company Limited [53] (p. 103). This shows that credit support from public
institutions is key in increasing the attractiveness of small and medium-size issuers for risk-averse
international investors [53]. Hence, it is important to keep in mind that emerging and developing
economies should pay further attention to not only the regulator’s role in this market, but also the type
of issuers that are present and provide a helping hand to newer market participants.

5.2. Theoretical Contribution

In relating our findings back to our conceptual framework, institutions that achieve a high degree
of social acceptance and legitimacy as well as having scale in terms of their reach or impact, can be
considered as strong institutions [32]. Given that climate impacts are also going to test the adaptive
capacity of strong institutions, it is necessary that institutional transition occur in a pro-active yet swift
manner, but through a process that has wide social acceptance and legitimacy. Based on our findings,
it is due to coercive pressure from social actors such as regulators or investors, that has ultimately
pushed for institutional transitions within the Indian green bond market. However, in order for this
transition to have social legitimacy, it is important that this push be driven by important social actors
based on a combination of normative and mimetic pressures being felt through the market. Therefore,
our paper puts forth the concept of a high priority social actor or an important social actor that holds
a high degree of legitimacy due to having greater financial and social power. A high priority social
actor in the overall green bond market can be seen as the main regulator, institutional investor or a
large-scale issuer—all of whom not only have greater resources (financial, human and authoritative)
at hand, but are also able to influence decision-making across various other institutional settings,
including those like regulation or investment priorities. In the case of India’s green bond market,
high priority social actors were the international institutional investors, mainstream financial market
regulators like SEBI or RBI, as well as large-scale public issuers like IREDA—based on their ability to
contribute to greater market legitimacy, create the rules of the market and help minimize the growing
pains for market newcomers, respectively.

6. Conclusions

Our first contribution to the literature for ethical institutions is that social actors participating in
innovative climate finance markets, like the green bond, are driven by varying degrees by coercive,
normative and mimetic drivers of institutional transitions. This is not only a new lens to examine how
institutional and low-carbon transitions will occur for various economies, but how they will further
influence the institution’s adaptive capacity response in a changing climate. Our second contribution
is that informal or formal advocacy and pressure by high priority social actors will be a key driving
force in changing prevailing institutional field logic and norms. Certain high priority social actors were
identified in the case of India’s green bond market, however, the legitimacy and power that these actors
bring might be relevant in the case of any transformational change, especially for financial markets
that face significant transition and physical risks from climate change. If a low-carbon transition is to
occur in less than a decade, there is a tangible need to have global and local high priority social actors
engage with climate risks and opportunities, especially given their influence over key institutions
and financial markets. Hence, the practical implication of our research is that institutional pressure of
some form—whether it is through coercive, normative or mimetic means—will be needed to leverage
the engagement from high priority social actors as advocates of climate finance and therefore further
strengthen the adaptive capacity of the green bond market.

Although our research showcases a previously unexplored aspect of the green bond market
by mapping its institutional drivers and adaptive capacity responses, it faces certain limitations.
For instance, institutional theory is just one lens to examine the key drivers of the green bond market;
there might be others such as stakeholder theory or behavioral economics. Furthermore, at the time of
this study, the Indian market had only been around for three years, which did not provide sufficiently
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robust data to conduct a statistical significance test for causation of variables. Therefore, the ability to
analyze the long-term effects of regulatory changes or determine causality was limited.

However, rich qualitative data from our interviews were able to supplement some of these gaps,
and although we recommend future research to consider qualitative content analysis and reach those
key stakeholders during the interview process, the ability to do so might be limited. Another key
limitation is that when applying tools like the ACW, it is not only challenging but also contextual,
and hence we recommend the use of market experts to weigh in when assigning scores to dimensions
and criteria. Given these limitations, we suggest that future research should test our conceptual
framework with other South Asian countries and measure the adaptive capacity of their own green
bond markets. We recommend that future research can also look at the impact of green bond market
on a country’s financial system and its effect in attracting greater foreign direct investment through
international social actors (like institutional investors). On a theoretical level, future research should
engage in linking different conceptual frameworks, such as the role of boundary organizations,
and do so by using a variety of empirical tools like surveys or experimentation to discover a new
perspective on this market and its evolution. One limitation of our study is the focus on institutional
impacts; future research should address the interaction between institutional impact and financial
motivations to participate in the green bond market. This interaction has not been addressed in our
study. Another limitation of the study is the dominant qualitative approach. A quasi-experimental
approach using different countries with different institutional drivers could help to analyze cause and
effects of institutional impacts on the green bond market. The proposed research might help countries
not only improve their climate finance flows, but also allow their institutions to be more adaptative
and resilient in the face of future climate impacts.
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Appendix A

Table A1. Anonymous coding of interviewee participants.

Participant Type of Organization

P1 Regulator A

P2 Regulator A

P3 Regulator B

P4 Regulator B

P5 Issuer A

P6 Issuer B

P7 Industry Association A

P8 Industry Association B

P9 International Underwriter

P10 Multilateral Financial Institution
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