
Article
Economy and Space

Standards and SSOs in the
contested widening and
deepening of financial
markets: The arrival of
Green Municipal Bonds in
Mexico City

Hanna Hilbrandt
University of Zurich, Switzerland

Monika Grubbauer
HafenCity University Hamburg, Germany

Abstract

Particularly since the financial crisis of 2008, much has been written about the growing influence

of finance in the development of cities in the global North. Today, financial markets also appear to

be expanding southwards. A small but growing number of existing studies on the financialization

of Southern cities helpfully explore how international investment changes urban development

locally. Yet, they say less about the actors, procedures, and hurdles through which global market

expansion is forged and expanded in the first place. In this paper, we examine the role of stand-

ards and standards-setting organizations in fostering market expansion and financial deepening. In

particular, we highlight the efforts of standards-setting organizations in implementing a novel

financial tool, green municipal bonds. Green municipal bonds are debt instruments that allow

cities to raise capital through the issuance of bonds exclusively for investment in projects certified

as sustainable. First employed by European, Canadian, and US cities, the paper traces the pro-

cesses that led up to the issuance of these bonds in Mexico City, one of the first municipalities in

the so-called ‘emerging markets’ to issue green municipal bonds. Our findings indicate that

standards barely impacted project implementation; nevertheless, with the political efforts of

standards-setting organizations, standards worked as vehicles through which infrastructures of

markets, knowledge, and political support were built, legitimized, and secured. While these

processes widened and deepened financialization, they also encountered challenges in terms of

the long-term stabilization of these infrastructures and the upkeep of political support.
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Introduction

Much has been written about the growing influence of finance on European, Canadian, and
US cities (Aalbers, 2017; Christophers, 2014). Today, financial markets also appear to be
expanding southwards into the ‘rising’ cities of Asia, Africa, and Latin America in order to
invest in their infrastructures, land, property, and real estate (Rouanet and Halbert, 2016;
Soederberg, 2015). While a small but growing number of studies on the financialization of
Southern cities (Halbert and Rouanet, 2013; Klink et al., 2019; Kutz and Lenhardt, 2016;
Sanfelici and Halbert, 2015) helpfully explore how international investment changes urban
development locally, they say less about the actors, procedures, and hurdles through which
global infrastructures of market expansion are forged and expanded in the first place.
Instead, most literature tends to assume that capital is ‘footloose’ and flows freely around
the globe (cf. Searle, 2014).

In this paper, we are concerned with background work that accompanies efforts to widen
and deepen financialization in and to the South, with a particular focus on the role of inter-
national standards and standards-setting organizations (SSOs). Standards and SSOs, sub-
jects of substantial academic debate (Bowker and Star, 2000; Lampland and Star, 2009;
Timmermans and Epstein, 2010), are instrumental to the broader trend of policy and finance
innovations travelling the globe through networks of knowledge exchange (Baker et al.,
2016; Faulconbridge and Grubbauer, 2015; Larner and Laurie, 2010; Roy, 2012).
Standards, it is commonly argued, do not only serve to foster market transparency, mini-
mize economic risk, and transnationalize regulation (Delimatsis, 2015; Djelic and den Hond,
2014; Ponte and Cheyns, 2013), they also appear to advance the privatization and global-
ization of governance (Büthe and Mattli, 2011; Ouma, 2010).

Against the background of this literature, we scrutinize if and how the regulatory shifts
around standard-setting advance the financialization of Southern cities by exploring the
processes that precede and accompany the use of a relatively novel financial tool, green
municipal bonds (GMBs). GMBs are debt instruments that allow cities to raise capital
through the issuance of bonds intended exclusively for investment in certified sustainable
projects, promising considerable reputational gains for issuers and investors. To accredit the
ecological and financial sustainability of these projects, a number of green standards, such as
climate bond certificates (CBC) and the Green Bond Principles (GBPs), have emerged.
Unlike well-established standards that are contractually recognized by governments, such
as the German DIN (German Institute for Standardization), these sustainability standards
can be labelled as market standards as the organizations promoting them are private cor-
porate actors or NGOs (cf. Imrie and Street, 2009). Since the World Bank and
Skandinaviska Enskilda Banken (SEB) started issuing GMBs in 2008, the use of this instru-
ment has quickly gained momentum.

This paper examines how GMBs travelled to Mexico City, focussing on the actors,
procedures, and hurdles that accompany, support, or hinder these movements: who is
involved in these processes and with what motives?; what are the means through which
these actors engage?; and what are the conflicts and challenges that these processes encoun-
ter? Based on semi-structured interviews and the analysis of legal and regulatory documents,
we address these questions through the following line of argumentation:1 in the arrival
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of GMBs in Mexico City, standards barely impacted project implementation through their
technicalities – rather, standards worked as vehicles through which infrastructures of mar-
kets and political support are built, legitimized, and secured, with SSOs performing impor-
tant political work. While these processes extended financial logics to new sites and into new
spheres of urban governance, implementing standards and building these infrastructures
required significant efforts and encountered challenges in terms of the long-term stabiliza-
tion of these infrastructures and the upkeep of political support beyond electoral cycles.

To substantiate these points, we first highlight the ‘landing’ of GMBs in Mexico City to
pinpoint the political work and coordinating role of SSOs in spreading global agendas of
financial inclusion and sustainable growth. In aligning ever-broader actor constellations –
including sustainability NGOs, city networks, consultancies, financial actors, and SSOs
themselves – SSOs, such as those certifying GMBs, advance these global agendas and legit-
imize the processes of financialization that they promote, through their association with
green or sustainable growth. Secondly, we turn to the implementation of GMBs to consider
the local governance changes that accompanied the issuance of these bonds. The case find-
ings demonstrate that, as standards and associated financial market norms are translated
into local or national rules and embedded in the work of the bureaucracy, standards foster
financial thinking, accountings metrics, and the logics of calculating and quantifying green
benefits. However, while these processes were, as we argue, globally expanding market
infrastructures and locally deepening a process of financialization by embedding global
standards into the governing process of the local state, they also need to be understood
as a fragile and conflictive project largely dependent on continuous maintenance and indi-
vidual support.

This paper proceeds by discussing the literature that theorizes the globalization of finance
and the shifting regulatory landscapes in which this process is embedded, highlighting in
particular the role of standards and SSOs in these developments. The subsequent section III
starts by introducing the emergence of GMBs, then discusses the efforts required to issue
standardized bonds in Mexico City and the complications that this process encountered.
Finally we offer conclusions on the effects of these developments regarding climate mitiga-
tion and adaptation as well as the globalization of finance.

Cities as sites and targets of financialized global development and

climate agendas

In recent years, the urgent financial and infrastructural needs of Southern cities, finance’s
search for profitable investment opportunities in the built environment, as well as new
possibilities related to green investment have made room for finance to assume a global
role as a driver of (supposedly sustainable) urban growth. At the same time, both develop-
mental and green agendas assign cities a particular relevance in combatting climate change.
The diffusion of GMBs needs to be set against the background of these shifts, placing them
in the context of literature focusing firstly on developmental policies around green and
municipal finance in the Global South and, secondly, on the work of standards and SSOs
in fostering global development agendas of financial inclusion.

Financialization and development in cities of the Global South

Particularly after the financial crises of 2008, the way that global finance is increasingly
shaping urban development processes has become a major topic of debate (Crosby and
Henneberry, 2016; David and Halbert, 2014). Yet, findings concerning how financial
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logics dominate the production of the built environment in terms of land (Kaika and
Ruggiero, 2015), housing (Aalbers, 2017), urban infrastructure (Grafe and Hilbrandt,
2019; Torrance, 2008), as well as redevelopment processes (Rutland, 2010; Weber, 2010),
still largely speak about European, Canadian, and US cities. At the same time, critical
development scholars document how a new agenda of financial inclusion in mainstream
development policy (Mader, 2017; Soederberg, 2013) is changing the context of urban gov-
ernance in cities of poor and middle-income countries. They pinpoint how new actors, such
as charities, business communities, city networks, and consultancies, work alongside multi-
national development institutions to foster the expansion of financial infrastructures to the
South, partly replacing ‘classical development policies’ of direct partnering and financial aid
(Bracking, 2016; Carroll and Jarvis, 2015; Grubbauer, forthcoming; Mawdsley, 2016). This
new type of development politics impacts cities of the South particularly through its focus
on green finance on the one hand and municipal finance on the other.

On the one hand, we are witnessing an increasing political consensus that changing the
course of global urbanization to more sustainable trajectories must be based on financial
expansion to the Global South (IPCC, 2014; UNEP, 2013). Before the Sustainable
Development Goals (SDGs) were agreed upon, the UN had already set the course for
expanding the involvement of private and financial actors in development, through instru-
ments such as blended finance and the strengthening of private sector initiatives. In the
current development policy discourse, the SDGs are accompanied by an explicit agenda
regarding the increasing involvement of financial markets in development (UN, 2015; cf.
Mader, 2017: 462; Mitlin et al., 2018; Weber, 2017). As the actual effects of these policies
begin to manifest themselves, critical scholars studying the financialization of climate and
nature have highlighted a plethora of green financial mechanisms, such as green-, carbon-
and cat-bonds, infrastructure trusts, and REDDþ certification schemes (Bigger, 2017;
Silver, 2017). This work documents how these mechanisms inscribe new relations of inequal-
ity at global and local scales. Local burdens are often placed on poor communities already
disadvantaged through climate change (Bond, 2019), whereas more often than not the
global gains are made in the North, where green finance not only opens up lucrative invest-
ment possibilities but also means of legitimation (Bracking, 2014, 2015).

On the other hand, municipal finance is assigned an ever more important role in steering
urban development towards more sustainable forms. Municipalities have historically built
on debt finance (Braudel, 1983). Yet more recently – and frequently in face of urban aus-
terity and the necessity to maintain municipal services – cities have built urban policies on
newly invented financial instruments (Beswick and Penny, 2018; Kirkpatrick, 2016; Pike
et al., 2019) such as Social Impact Bonds (Lake, 2015) or Interest Rate Swaps (Lagna, 2015).
In this way, the financialization of the state is changing, as Karwowski puts it, the ‘rela-
tionship between the state, understood as sovereign with duties and accountable towards its
citizens, and financial markets and practices, in ways that can diminish those duties and
reduce accountability’ (2019: 1001). Critical geographers investigating the impacts of these
processes on the ground thus frequently pinpoint that ‘investments are diverted to those that
deliver financial results rather than those that benefit local communities’ (Aalbers, 2019b:
10). Yet, as Aalbers observes, the literature is divided in its evaluation of the agency of cities
in these processes, with some authors stating that finance is ‘capturing urban governance’
(Aalbers, 2019a: 2; e.g. Hendrikse and Sidaway, 2014), and others pointing more towards
the opportunities for cities to experiment with financial innovations (e.g. Weber, 2010).

While these debates thoroughly explain some of the general processes through which
financial markets have spread to impact cities in the Global South, only a few studies
have highlighted processes that complicate capital flows (Goodfellow, 2017; Klink and
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Stroher, 2017; Rouanet and Halbert, 2016). For instance, Searle (2014: 60) unpacks the
‘conflicts and commensurations’ between foreign investors and Indian real estate developers
who struggle to agree on ‘the social, cultural, and technical conditions’ required for building
an internationally recognizable market. Nevertheless, current research largely fails to pro-
vide insights into the actors, procedures, and hurdles through which the globalization of
financial markets is pushed to expand further into the South. Such insights, we argue, have
the potential to advance our understanding of the globalization of finance when conceptu-
alized against the background of debates about new forms of transnational rule-making
and, specifically, debates about standard-setting and SSOs.

Transnational rule-making, standard-setting, and the role of SSOs

The increasing influence of private corporate actors, the concomitant growth of non-binding
‘soft rules’ in regulatory processes, and the related transnationalization of regulation have
brought up controversies concerning the dwindling power of nation-state institutions
(Jur�cys et al., 2013). In particular, regarding financial markets, the literature widely concurs
on the proliferation and growing influence of private governance arrangements through the
widespread creation of new regulatory agencies at the global scale (Djelic and den Hond,
2014; Djelic and Sahlin-Andersson, 2006). These private governance arrangements seek to
enable ‘global self-regulation’ (Riles, 2011: 32) in order to address the particular legal
problems resulting from the transnational character of financial and other markets. The
goal of such efforts is to become independent of national laws and problems resulting from
their disparities or to influence national regulation through global legislative institutions and
intergovernmental agreements; often, however, this new global regulatory order is based on
the interests and experiences of the global West (Levi-Faur, 2005).

In the field of sustainability, transnational rule-making emerged as a reaction to ecolog-
ical challenges that were perceived as transcending national boundaries (Dingwerth, 2007).
Initially, social and environmental certification was agreed upon by small groups of experts
and practitioners, organized around professional and social commitments to coordinate
solutions more effectively (Bartley and Smith, 2010). Their increasing growth and intercon-
nectedness has turned these niche players into global SSOs within an organizational field
that quickly gained legitimacy (Dingwerth and Pattberg, 2009). Today, sustainability-
related certification schemes such as the Forest Stewardship Council (FSC) and the
Marine Stewardship Council (MSC) are among the most prominent examples of this
‘new transnationalism’ (Dingwerth, 2007). However, the value and effectiveness of these
private governance systems is under debate (Botzem and Dobusch, 2012; Cashore, 2003;
Fortin and Richardson, 2013). Some authors emphasize the democratic potentials of trans-
national environmental governance (Dingwerth, 2007), or how standard-setting potentially
opens up spaces for weak actors to influence regulation (Dobusch and Quack, 2013) and to
sustain a multiplicity of standards in their favour (Reinecke et al., 2012), whereas others
emphasize how power relations are shifted and public interests challenged (Bartley, 2007).
Particularly in the governance of climate change, the performativity of standards and the
extent to which they actually promote local and sustainable transformation continues to be
disputed (Bigger and Millington, 2019). Questioning the effects of standard-setting points to
the processes that precede and accompany standardization.

Firstly, standards are discussed in the context of marketization processes (Berndt and
Boeckler, 2012), as they provide the necessary social, technical, and calculative infrastruc-
tures for markets to function (Heeg and Bitterer, 2015). Standards are thus a central part of
markets infrastructures, understood here with MacKenzie as ‘the social, cultural, and
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technical conditions that make [markets] possible’ (MacKenzie, 2005: 12; see also Bitterer

and Heeg, 2015; Knox-Hayes, 2013), including, for instance, financial institutions, buildings,

norms, knowledge, technological devices, or social networks. Standards, it is argued, are

pivotal for these infrastructures, through their ‘capacity to enhance coordination’ (Botzem

and Dobusch, 2012: 737). For instance, Porter shows how knowledge networks in global

markets rely on standards to define the operations of market participants and render them

acceptable (Porter, 2007). Thereby, the embedding of these standards ‘in the routine prac-

tices of transnational networks institutionalizes relationships and solidifies compromises’

(Porter, 2007: 130). In the expansion of financial markets, it is argued that standards work

alongside new financial technologies to create market transparency (or to bridge its absence)

in order for global capital to locate and secure profitable outlets (Brummer, 2012). The

creation of market transparency through standards is, thus, expected to minimize economic

risks and to establish legitimacy for private sector activities (Botzem and Dobusch, 2012;

Loconto, 2017). Yet, others have shown how risk is merely changing its scale and consti-

tution (Christophers et al., 2020). What remains open to debate, however, is how the back-

ground activity – the work that precedes the ‘landing’ of global standards in local contexts –

impacts the effectiveness of standards in widening markets. Assessing this background

activity crucially requires grounded empirical research into the creation of demand for

particular standards, the building of support, and the aligning of relevant political and

market actors around concerted discursive strategies.
Secondly, the literature points out how global standards shape governance structures.

This involves the rise of new actors and shifting roles for existing ones (Cutler, 2010;

Dezalay and Garth, 2010; Sajor, 2005). These new actors – non-profit organizations or

for-profit firms – act as standard-setters, accreditors, and certifiers, typically in the form

of a ‘tripartite standards regime’ as described by Loconto and Busch (2010). The division of

tasks and responsibilities is intended to secure compliance, legitimate standards processes,

and build trust (Cashore, 2003; Galland, 2017; Loconto, 2017). Creating organizational

fields and reorganizing the tasks and relations of existing actors (Loconto and Fouilleux,

2014) gives SSOs a crucial role as governance actors. Moreover, the widespread prolifera-

tion of SSOs is interpreted in terms of a fundamental ‘strategic shift . . . from lobbying rule

makers to making and implementing the rules themselves’ (Dingwerth and Pattberg, 2009:

708). This allows imposing hegemonic views, as SSOs in the field of sustainability ‘not only

have the ability to evaluate and probe possibilities of putting sustainability into practice, but

also to shape the definition and meaning of the concept of sustainability for the whole

sector’ (Manning and Reinecke, 2016: 624). What remains open to debate is how processes

and structures of governance around global standards impact public administrations and

legal frameworks by reaching into these institutions and changing the actions and routines of

individuals. This is particularly crucial if we seek to understand if and how standards deepen

the financialization of Southern cities (e.g. Macdonald, 2020).
The two lines of debate – around standards as crucial elements of market infrastructure and

SSOs as key governance actors – provide starting points to deepen knowledge of the background

activity of standards processes based on the case of GMBs, to which this paper now turns.

Standards and SSOs in the widening and deepening of financial

markets: The case of GMBs in Mexico City

When the senior officer in the Department of Climate Change and Political Projects in

Mexico City’s Secretariat of the Environment first heard about the possibility of employing
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GMBs to finance some projects associated with the city’s policy programmes, the idea
appeared, as he noted, ‘very distant, very remote, very difficult, totally alien’ (interview,
22 July 2019). But it was not only the lack of knowledge and the difficulty of conceptually
aligning the regulations of the stock exchange with the aims of the city’s current climate
strategies; The issuance of green bonds faced a wider set of substantial hurdles: the lack of
market infrastructures, political support and administrative capacities as well as fears
regarding financial risks that needed to be overcome in order to enable Mexico City’s
first issuance of a green bond (interview, 10 July 2019).

The remainder of this paper focuses on the work of SSOs and the socioeconomic and
political processes that accompany the implementation of Mexico City’s GMBs in three
steps: following a contextualization of the global arena in which GMBs are set, we sketch
out how the idea of issuing a bond ‘landed’ in Mexico City. Subsequently, we outline the
process of implementing the bonds.

The ‘emergence’: Contextualizing GMBs

Before we turn to discuss the ‘landing’ and implementation of Mexico City’s GMBs, a
contextualization of this financial instrument, its emergence and proliferation is in order.
Green bonds are debt instruments that are employed to fund or refinance projects that are
declared to be sustainable or ‘green’. This ‘greenness’ is defined either through transnational
SSOs, such as the Climate Bonds Initiative (CBI), or else is self-labelled, in which case the
issuers themselves decide what counts as ‘green’ (UNECLAC, 2017). Currently, green-
labelled bonds only account for a small percentage of the market, with a total volume of
US$226.4b labelled bonds in 2018, including funds certified through the other (less prom-
inent) climate-labels of ‘sustainable’ and ‘blue’ (CBI, 2019).

Green bonds are standardized in two ways: first, by setting standards regarding the
sustainability of the projects to be funded. This implies that, unlike most other bonds,
green bonds are bound to specific, certified projects. Most prominently, the CBI’s
Climate Bonds Standard & Certification Scheme2 ‘sets detailed green definitions and eligi-
bility criteria’ regarding these projects and certification (CBI, 2017) and streamlines proce-
dures for nomination, certification, and reporting.3 Second, green bonds tend to build on the
standardization of associated financial processes. Created in 2014 on the initiative of global
banks (Shishlov et al., 2016: 17) and coordinated by the private market regulator ICMA, the
GBPs are the forerunner to – and, to date, the most common guideline in – this process.
They constitute ‘voluntary process guidelines that recommend transparency and disclosure
and promote integrity in the development of the Green Bond market’ (ICMA, 2017: 3) and
focus, in particular, on the use, evaluation, management, and reporting of the proceeds
(ICMA, 2017). In harmonizing these agendas, SSOs have aligned market principles with
ecological sustainability standards, thereby uniting civil and financial actors and agendas.
This has created, as the C40 Cities Finance Facility (CFF) claims, ‘first-of-its kind trans-
parency’ (C40, 2015: 1) in global debt markets, making GMBs particularly pertinent in
tracing capital investment from global markets to concrete project implementation.

GMBs are issued by municipalities, rather than corporations, states, or supranational
institutions. Like other green bonds, GMBs need to be project-related – used to fund envi-
ronmentally oriented infrastructure, land use, or transport projects. Leaving aside the fiscal
incentives offered by some states or cities, experts disagree on the existence of financial
advantages vis-à-vis unlabelled, so-called plain vanilla, or corporate bonds (interviews, 10
July 2019 and 24 July 2019; Bachelet et al., 2019) as they do not necessarily sell better,
despite the reputational gains for both investor and issuer. There is, however, wider
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agreement that GMBs count as a relatively secure investment option: not only does the

issuer (i.e. the city) guarantee through its disposable resources to pay off the loans, but

municipal finance is typically also backed up by federal state funds (Gorelick, 2018).
In the USA, municipal bonds have been on the market since 1812 (Limbach, 2013: 24).

However, their use has grown immensely in recent years, from US$26b invested in 1975 to

US$263.8b in 1999; in 2010, US municipalities sold bonds valued at US$433b (Limbach,

2013). However, it was multinational banks rather than cities that first promoted green

bonds. First issued under the label of a Climate Awareness Bond (CAB) by the European

Investment Bank (EIB) in 2007, in 2008 the World Bank and SEB sold financial products

now termed ‘green bonds’ in Europe (World Bank, 2018). The first municipality to enter the

market was the Swedish City of Gothenburg in 2013 (UNFCCC, n.d.). Since European,

Canadian, and US cities started issuing GMBs, various financial institutions and multi-

lateral organizations have worked to support cities in so-called ‘emerging markets’ to

adopt this tool through workshops, guidelines, and individual support (C40, 2015). In

2014, Johannesburg became the first Southern city to employ GMBs. Following this exam-

ple, Mexico City issued the first Latin American GMB in December 2016 (worth 1 billion

pesos, approximately US$50m), which was used for lighting projects, public transport, as

well as bus rapid transit lines and water plants (CDMX, 2016). In the following years, the

city issued two further certified bonds: a sustainable bond in 2017 and a green bond in 2018.

The remainder of this section outlines the processes that led up these public offerings,

focussing first on the role of SSOs in geographically widening the market and second on

aligning the work of the municipality with its logics.

The ‘landing’: Expanding market infrastructures, raising political support

The ‘landing’ of GMBs in Mexico City was preceded by substantial background activity

driven largely by the financial sector. The Climate Bond Initiative (CBI) fulfilled a dual

function in this process. Not only did it, as commonly recognized in the literature (e.g.

Botzem and Dobusch, 2012; Porter, 2007), provide technical guidance to facilitate commu-

nication between different actors and jurisdictions, but it was also actively involved in

constructing networks and promoting its standards through webinars, conference visits,

and extensive data provisioning. In fact, the CBI describes its activities as consisting of

‘information flows for ratings agencies and index providers’ as well as ‘outreach to

inform and stimulate the market’ (CBI, 2016b). Alongside organizing annual conferences,

it builds up infrastructures and knowledge through its Partners Program (CBI, 2016b) that

networks financial initiatives including the UNEP Finance Initiative and the Wold Bank’s

private sector arm, the IFC.
In dialogue with these international initiatives promoting green bonds, Mexico City’s

stock exchange, in particular its MexiCO2 branch, a platform aiming to develop the

Mexican green financial market, recognized the need to link actors on the demand and

supply sides of green finance.4 In response, numerous individuals organized around the

stock exchange founded an advisory council, the Mexican Climate Finance Advisory

Group (CCFC), to unite relevant actors in the industry and pave the way for issuing

climate-aligned debt (interview, 10 July 2019). This involved processes of lobbying, or, as

a member of the council stated, to ‘get closer to the institutions to establish, say, a direct

communication channel to those responsible within in SEMARNAT [the national Ministry

of the Environment], those responsible in the Treasury and the Bank of Mexico’ (interview,

24 July 2019).
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At the same time, these first steps in building up a market involved substantial engage-
ment of key figures at the municipal level. In 2014, well before Mexico City issued its first
bonds, Sean Kidney, the CBI’s CEO, repeatedly travelled to Mexico to meet with the
municipality, the above-mentioned council, investors, and banks. It took Kidney three
visit to establish a personal relationship with Mexico City’s Secretariat of the
Environment (SEDEMA) (interview, 22 July 2019) and to secure political support.
Together with substantial city-diplomacy – in which Anne Hidalgo, Mayor of Paris and
Chair of C40 Cities, campaigned for the local introduction of GMBs – Mexico City’s then
mayor Miguel �Angel Mancera convinced the local Secretary of Finance (SEFIN) of the
scheme’s merits and the process finally went ahead (interview, 23 July 2019).

While the city’s first bond was issued according to the GBPs, the Mexican stock exchange
(BMV, Bolsa Mexicana de Valores) soon issued its own set of principles that still relied
heavily on the GBPs, the global market norms (CCFC, 2018). According to the director of
the CCFC, the process hardly aimed to change the standard itself. Although it led to the
standardization of listing requirements to allow for the recognition of green or sustainable
bonds, it was also an exercise in informing and joining up actors to further widen the market
(interview, 10 July 2019). The new principles established a baseline for actors to get involved
and initiated a dialogue around the expansion of green bonds.

Alongside the adherence to the GBPs, the CBI’s Certification Scheme prescribes the
engagement of a verifier, i.e., an independent assurance provider or auditor. This approach
secures the CBI’s position in the ‘standards market’ (Reinecke et al., 2012) and establishes
an audit culture of climate accounting and disclosure in which a number of verifiers
approved by the CBI certify the financial and ecological sustainability of the cities’ invest-
ments.5 When the bonds were first issued the city still had to buy verification services from
Sustainalytics, a foreign verifier whose nearest office was then in New York (Sustainalytics,
2016). Lacking a Mexican branch, contracting the company required special permissions;
payment in foreign currency, the translation of all project documentation and the city’s
climate programmes into English, as well as the firm’s unfamiliarity with and doubts about
Mexico City’s governance structures further complicated the bond’s verification (interview,
22 July 2019). Thus, in the process of learning from the issuance of the first bond, the CBI
qualified and registered two Mexican verifiers (interview, 24 July 2019).

The first bond issuance was described as a huge success. Issued in local currency, thus
directed to the Mexican market, the bond was largely oversubscribed (2.5�) and was pur-
chased mainly by Mexican pension funds at an interest rate of 6.02% (documentation
shared by HR Rating, interview, 24 July 2019). Once the bond was issued, the CBI went
on to spread knowledge concerning the newly issued bond. In 2016, it launched a Spanish-
language report on the potentials of the Mexican green bond market (CBI, 2016a). In 2017,
it honoured Mexico City with the Green Bond Pioneer Award to promote ‘Mexico as a
leader in LATAM [Latin America] for green bond development’ (Kidney, 2016). The city
supported the further promotion of knowledge, with individual bureaucrats travelling to
other cities to train their staff on the use of the bonds in a process of peer learning and
regional collaboration. A municipal officer, then director of a responsible department in
SEDEMA, was excited to participate in the process:

I believe that Mexico City was a spearhead in the country and in Latin America. We were

approached by many governments. We gave a lot of advice, a lot of training to other govern-

ments for the issuance of their green bonds. In fact, I went to Sao Paulo to talk to investors,

because they were very interested in the issuance of green bonds in Brazil. (Interview, 23 July

2019)
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Rather than an automatic roll-out of the standards and the ideas behind GMBs, SSOs

actively promote their standards, which (as with standards in general) are only useful

once they achieve international renown. However, in the process, SSOs also promote net-

works and set up support infrastructures that provide the expertise relevant to implementing

their standards.

The ‘implementation’: Teaching local government, embedding standards

Well before the city was able to implement the bond and promote its success, it had to

overcome the hurdles set out at the beginning of this section. In particular, local bureau-

cracy was required to learn the logics of green finance and apply its standard accounting

metrics. This included not only joining up selected projects with the requirements of the

standards, but also familiarizing its secretariats with the demands of the market. While this

process, as we argue, was embedding standards into the governing process of the state and

thereby deepening a process of financial integration, it also needs to be understood as a

fragile and conflictive project that was largely dependent on individual support by key

individuals.
Since 2003, Mexico City has been in a good position to issue debt. Backed up by national

government finances (Congreso de la Uni�on, 2014), the municipality not only builds on

years of experience in debt finance, but has also repeatedly received the best credit rating

scores (AAA) (Fitch Ratings, 2019), which has important implications for investors’ risk

evaluation of their bonds and resulting cost-savings in issuing debt. Yet despite these pre-

conditions and the efforts sketched out in the previous section, issuing green debt first

necessitated persuading responsible officials, expanding the existing knowledge base, and

shifting the mindset within the bureaucracy. On the one hand, the Secretariat of Finance

(SEFIN) had to be convinced to take on the extra efforts of issuing green bonds. The

reluctant director of the department in charge offered a set of questions:

Why do I put a green stamp on it? If I already have prestige, I have already gone out to the

market, they already know me . . .The resistance was mine! Why should I dedicate more work to

this? Why do we pay more? Why do we strive to select projects, if we already have everything

ready? Yes, it was more work to be sending . . . compiling all the information! (Interview, 30 July

2019)

On the other hand, the Secretariat of the Environment had to learn to adapt administrative

work to, for instance, the timing of bond finance, i.e., releasing bonds on a specific date

(interview, 22 July 2019). Moreover, adapting to the needs of the market required homog-

enizing CBI’s taxonomy with the city’s own political programmes, to select projects that

would meet the demands of both. During this process, the bureaucracy received help from

(among others) MexiCO2, the previously mentioned branch of the stock exchange which not

only capacitated bureaucrats in working with the standard’s taxonomy, but also helped to

build up a list of eligible projects. An official in the Secretariat of the Environment at the

time described the process:

Somehow, we sought compliance with the climate action programme, the resilience strategy, all

this instrumentation that was already in place . . .That served as part of the Green Bond

Principles, to begin to document and see that there was some harmonization in terms of climate

policy. Then, from there, we began to review what the projects were. (Interview, 1 August 2019)
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The alignment of the bond with the city’s climate strategies reassures investors (as inter-
viewees claimed) that their funds are used towards coordinated and longer-term ends. To
understand this procedure more fully, it is necessary to stress that the projects selected
through this process would have been financed in exactly the same way without ‘greening’
the bond. The city’s debt ceiling dictates that GMBs are not used to raise additional funds, it
only permits to issue some of the city’s debt in this standardized way. Yet, while much of the
funds raised through the bond are used to refinance existing debt, officials in the Secretariat
of the Environment argue that it gave them some leverage in setting priorities; that imple-
menting the bond allowed shifting the mindset within the bureaucracy.

In the work of planning and programming environmental projects, it is very important that you

can really measure your benefits in terms of adaptation and mitigation . . .Yes, we have to

promote projects that are quantifiable in terms of mitigation and adaptation. When you can

really dimension the social, environmental, economic benefits, then you raise an awareness

among the institutions that allows you to work in a more coordinated way. (Interview, 23

July 2019)

Such reasoning about sustainability appeared to be pervasive in the ‘community of practice’
(Wenger, 1998): no matter if the efforts to mitigate climate change are not supplementary to
the measures already in place, what counts is that producers and financiers alike develop
awareness for the promises of green investment, widening the opportunities to increase its
overall market share. But while it may help achieve a shift in values and awareness (still
without much environmental effect), the power project of audit, indicators, and measure-
ment (Sampson, 2015; Shore and Wright, 2015) necessary for ‘making nature investible’
(Sullivan, 2017) is also pursued by embedding standards within the administrative proce-
dures of the state.

In hindsight, most participating actors were excited to be part of what was generally
described as a very positive development: to be able to lead the way and set an example. In
this way, personal motivation carried the process ahead.

I think the experience as such, for everyone, really, in a personal way, was incredible. Opening

up something that didn’t exist. Administratively, I had to convince colleagues. You say, ‘This is

the process. It has to be done that way’. The experience of this was, as you say, to be part of

innovation. (Interview, 1 August 2019)

Alongside the multiple efforts by SSOs and other global initiatives to ease the implementa-
tion process, this motivation – the excitement of taking on a pioneering role, globally and
vis-à-vis the private sector – the advocacy of high-ranking politicians, their necessity to
present measurable ‘progress’ regarding Mexico City’s ambitious climate programs may
explain why the city arrived at implementing GMBs, despite the challenges discussed.

Nevertheless, at the time of writing, Mexico City has stopped issuing GMBs. In 2018, its
most recent sale of bonds was complicated by the pending change of government and what
interviewees called the ‘Trump effect’, i.e., the unpredictability of Mexico’s northern neigh-
bour. This included confusion about the future in local government, reluctance to leave debt
to a new local government, and uncertainty about Mexico’s future relations with the USA.
Subsequently, Mexico City has also experienced a case of ‘green default’, when the rating of
the green bond that was meant to finance the city’s planned Texcoco Airport was lowered
considerably in 2018 (Moody’s, n.d.). This significant event became widely known among
national investors. It is difficult to judge if and how it altered the local reputation of green
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bonds. Either way, interviewees widely agreed that it damaged the prestige of Mexico’s
national government with regard to its reliability as a financial actor – which indirectly
reflected on the sub-sovereign scale. The airport case merits a wider discussion of the bud-
getary autonomy of municipalities and their financial possibilities to steer urban develop-
ment towards more sustainable forms. For the present purpose, it demonstrates the
inherently political nature of building market infrastructures. From this perspective, the
success of such construction work depends substantially on the institutional context – a
point of view which puts the power of SSOs in fostering market expansion into perspective.
Moreover, at the time of writing, with a change in the local administration and the re-
appointment of vital staff members, much of the knowledge infrastructures that had been
built were no longer in place, thereby reverting the process to the point at which we began:
hurdles in the process of implementing GMBs.

Conclusions

The idea that greening the financial market is central to solving the climate crisis has
increasingly become normalized. While sustainable development compacts have created,
as Goldman puts it, a ‘global truth regime on nature’ (Goldman, 2001: 500), in which
contemporary climate goals are inextricably linked to ‘green’ growth, such growth is
thought to depend on global financial investment. Analysing the role of standards and
SSOs in the arrival of GMBs in Mexico City has allowed us to scrutinize the implications
of these developments regarding local, material changes and the globalization of finance.

On the one hand, in the case of Mexico City, the material effects in terms of climate
adaptation and local transition through the work of green standards are debatable at best.
While the requirements of standards associated with green bonds hold issuers accountable
down to the level of projects and allow investors to choose to support ‘green’ projects could
be interpreted as a step in the direction of more transparent and ethical – and therefore more
impactful – modes of financing, in the present case, greening debt by standardizing projects
neither immediately raised the bar of urban development nor did certifying these projects
have direct climate effects. It has certainly not fostered more profound, transformative
approaches. On the other hand, the contested arrival of GMBs in Mexico City testifies to
the crucial links that have been established between global climate action agendas, private
financial interests, and local urban policy. In establishing these links, SSOs and the stand-
ards they promote play a key role and had real and material effects on bureaucratic proce-
dures, decision-making structures, and public budgets in Mexico City. Alongside the effects
of standardization, it is thus necessary to highlight the background activities of standards
and SSOs with regard to widening the market and shifting governance arrangements on the
level of the local state.

Beyond the case of Mexico City, these findings allow for several insights into the role of
standards and SSOs in the widening and deepening of financial markets: SSOs build infra-
structures of knowledge and learning; they discursively produce novelty; they lobby for the
importance of financial instruments in meeting the challenges that cities struggle with to
combat climate change; and they network key actors. Rather than ‘only’ creating the rules
of this market, SSOs actively work to create or substantiate its infrastructures with stand-
ards as vehicles in this process. First, in aligning financial market norms concerning
accounting and reporting on the one hand, and (product) standards concerning the sustain-
ability of the ‘use of proceeds’ on the other, they effectively merge different standards
processes into one common goal. This combination of agendas provides for legitimation;
raises interest on the side of politics and public administration; and offers reputational
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advantages for issuers and investors. Second, this fusion implies that the networks needed
for implementing GMBs span different parts of the bureaucracy involving sustainability-
related actors alongside financial experts. In this process of embedding standards into the
work of the municipality, finance is reaching into the state. While the arrival of GMBs in
Mexico City thus testifies to the widening and deepening of the market, capital is not (yet)
invested more globally; rather, the infrastructures of finance are globalizing and consolidat-
ing locally. Third, on the level of the projects, the impact of standards is limited however due
to the temporal logics of finance and infrastructure planning (Grafe and Hilbrandt, 2019):
once cities decide to finance infrastructure through green debt, projects need to be underway
within set strategies of urban development. While capital will already flow in the subsequent
year, the development of infrastructure projects requires decades of planning ahead. To be
sure, it could be argued that the possibility of being eligible to be financed via green debt
provides incentives for more sustainable project development in the initial stages of plan-
ning. But market standards, such as the CBI’s Climate Bonds Standard, ultimately under-
gird strategies of economic growth and are unlikely to conflict with possible profit margins.
As the standards are presently set, many projects currently under development already tend
to fit into the scheme as they stand. Thus, from the municipal perspective, standards hardly
provide incentives to develop projects in a different way.

Yet, focusing on the actors, procedures, and hurdles in the arrival of GMBs in Mexico
City highlights how the widening and deepening of financial markets through standards and
SSOs is conditional upon a number of dynamics that complicate the unhindered Southward
expansion of green/financial market norms. Firstly, the processes of landing and implemen-
tation we have described depend on key players, their corporeal travels, and interactions.
Networks that organize around green standards across different fields, including SSOs,
transnational governance actors, as well as local administrative bodies, become fragile
when, for instance, central actors in the bureaucracy change roles due to election cycles.
As the current negation of issuing debt through GMBs in Mexico City shows, new actors
can hinder financialization and unbuild infrastructures pointing towards processes of de-
financialization (Karwowski, 2019). Secondly, actors at the receiving end of the spread of
financial innovation are confronted with asymmetries of information and knowledge that
mirror uneven relations between the global North and South; however, this travelling of
knowledge also builds on local initiatives and is challenged, altered, and sometimes rejected
in the adoption of GMBs. Finally, the issue of if and how networking and learning take
effect depends on the positionality of actors and their individual assessments. In this sense,
as Sampson (2015: 80) puts it (in speaking more specifically about auditing), financialization
hardly ‘penetrates us like Foucauldian biopower’. It is rather that central municipal actors
chose to experiment with and use financial technologies towards specific ends. To be part of
such experimentation thereby requires the motivation of key bureaucrats and their often-
tedious work in persuading others concerned.

In summary, this paper has pinpointed efforts to widen infrastructures of knowledge and
markets. But clearly these infrastructures need maintenance; they are more fragile than
expected and not simply established once and then everlasting. Moreover, these findings
indicate that it is necessary to go down to the level of individual actors in order to challenge
research perspectives that homogenize landscapes of actors through presumptions about the
positions for which they stand. Yet, crucial effects of the globalization of finance through
GMBs remain beyond the scope of this paper and require further research. Taken to be
responsible for implementing green finance, cities in poor and middle-income countries are
increasingly drawn further into the work of financial markets. This development raises
concerns about the risks associated with (green) municipal debt that are only beginning
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to be addressed. In particular, these concern intra-urban inequalities. While local efforts are

captured in the tedious process of standardizing debt without positive climate effect, increas-

ingly pressing necessities for radical transformations fail to be tackled, particularly to the

detriment of poor communities. Moreover, these risks bring inter-urban inequalities into

view. With its AAA rating, Mexico City appears to have sound finances. Moreover, it’s

sovereign guarantees keep the risks associated with indebtedness in check. Nevertheless,

increasing attempts to deepen financialization in cities with less means, through deploying

creditworthiness programmes, raise questions about novel financial risks and growing

inequality between cities.
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Notes

1. The paper draws on interviews conducted in July and August 2019 with actors responsible for or

involved in the implementation of GMBs in Mexico City, including public officials, rating agencies,

verifiers, and NGOs. In addition, it builds on an analysis of strategic and legal documents as well as

government reports.
2. For the latest version of the standard, see https://standard.climatebonds.net/files/files/climate-

bonds-standard-v2-1-201701.pdf (accessed 20 July 2018).
3. This taxonomy covers the areas of energy, transport, water, building, land use, industry, and waste

as well as information and communications technology, excluding for instance projects based on

fossil fuels. It draws on certification criteria of other certification bodies, such as LEED for building

certification and the Forest Stewardship Council (FSC) to certify agriculture and forestry invest-

ment. See https://standard.climatebonds.net/taxonomy (accessed 20 July 2018).
4. http://www.mexico2.com.mx/nosotros.php (accessed 20 July 2018).
5. see: https://www.climatebonds.net/certification/approved-verifiers (accessed 20 February 2020).
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