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This paper attempts to identify the most important factors for the success of the green
bond market during the COVID-19 pandemic. Using an interactive management
approach, we find that the legal framework for green bond operation and the interest rate
of green bond are the major factors in determining the success of the green bond market

during the COVID-19 pandemic.

I. Introduction

It is widely discussed in the literature that the negative
consequences of the COVID-19 pandemic have shrunk the
volume of capital in financing projects (Amir & Zubair
Khan, 2021; Donthu & Gustafsson, 2020), especially those
that are related to green energy. Eroglu (2020) has declared
that, due to the outbreak of COVID-19, the increases in
wind and solar energy capacities for 2020 are estimated to
have been reduced by 4.9 GW and 28%, respectively. It is a
commonly accepted that countries need private participa-
tion in green projects to cover for lack of state capital, as
well as for the improvement of capital mobility across na-
tional borders. Mazzucato & Semieniuk (2018) and Polzin
et al. (2019) argue that the private sector is a more reliable
and agile investor than the government in environmental
projects due to its social responsibilities and rational per-
formance in economic activities.

Regarding the above-mentioned problem, green bonds
(GBs) are a fresh and appropriate asset-linked fixed-income
instrument that can help countries raise capital for green
projects, to improve environmental quality and reduce the
threat of climate change (Anh et al., 2021; Aung et al.,
2017; Esfahani & Rasoulinezhad, 2015). Accordingly, this
instrument, as a reliable way to boost green projects and
to reach the targets of the Sustainable Development Goals,
was first introduced in 2008 by the World Bank in the
Strategic Framework on Development and Climate Change.
Trang (2015) has expressed that the GB market can provide
adequate financing projects related to green energy re-
sources.

Due to the immense importance of GB in boosting green
project financing, the objective of this paper is to determine
and evaluate critical success factors of the GB market dur-
ing the current pandemic. Despite the unique and fruitful

advantages of GBs, their success is not permanent and
there is much evidence on the failure of the GB market in
various countries (Ferrer et al., 2021; McInerney & Bunn,
2019). Although a group of researchers (e.g., Trang, 2015;
Tu et al., 2020; Wang et al., 2020; Naeem et al., 2021;
Taghizadeh-Hesary et al., 2021) has addressed the GB mar-
ket, to the best of our knowledge no study has yet identified
the critical success factors of the market during the current
pandemic. Therefore, this paper attempts to fill this litera-
ture gap by applying an interactive management approach.

The major findings of this study reveal the importance of
the legal framework of the GB market, which ensures its ef-
ficient operation, and the interest rates of GBs that attract
private investor capital to green projects during COVID-19
conditions.

This remainder of the paper is organized as follows. The
literature is briefly reviewed in Section II. The methodology
and findings are reported in Section III. The last section,
Section IV, provides conclusions and recommends practical
policies.

II. Literature review

Reboredo (2018) notes that the diversification benefits of
GBs for investors and issuers should be considered a major
factor contributing to the development of the GB market.
In a recent study, Tu et al. (2020) investigate the ways of
developing the GB market in Vietnam. They find that fiscal
and monetary policies, interest rates, and market regula-
tions are the most important factors in the development of
Vietnam’s GB market. Wang et al. (2020) focus on China as
the pioneer of GB issuance worldwide. Their major finding
is that the GB price premium plays a vital role in attracting
private investors. Pham & Huynh (2020) believe that mar-
ket transparency as well as the existence of adequate in-
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formation for investors are the two most effective elements
in GB market development. Yi et al. (2021) study the ef-
fect of the current pandemic on China’s GB market and find
that information asymmetry and the financial capacity of
issuers are the two major factors in combating the negative
consequences of the COVID-19 pandemic in the GB mar-
ket. Jakubik & Uguz (2021) emphasize the role of GB reg-
ulations in the activities and efficiency of insurers. Chen
& Zhao (2021) and Zhou et al. (2021) examine the role of
GBs in expanding the Chinese financial market and demon-
strate the positive contribution of GBs to financial market
development. Ferrer et al. (2021) believe that the GB tool is
a golden strategy for the decarbonization of energy and to
reach better levels of environmental protection.

This brief literature review shows that the study of criti-
cal success factors of GBs has been neglected. Our paper at-
tempts to fill this literature gap.

III. Methodology and results
A. Methodology

To identify critical success factors for the GB market’s
development during the COVID-19 pandemic, we used an
interactive management approach. This approach, first pro-
posed by Warfield & Cardenas (1994), is a popular method
for solving complex economic problems. As Gholami et al.
(2016) declare, this method can help transform vague and
poorly articulated problems into clear and well-defined so-
lutions. Generally, the interactive management approach
has various steps, in which we first need to identify the
main players (issuers and investors) in the GB market. In
the first stage of this study, the identification was carried
out through the questions asked by Mason & Mitroff
(1981), which were answered by a panel of 10 experts. The
second stage comprises the generation of critical success
factors based on the experts’ perceptions and experiences.
Finally, the critical success factors thus obtained are then
clarified through a model/diagraph of their interrelations.

B. Results

In this study, we asked 10 experts in the field of green
financing to identify the critical success factors of the GB
market. Table 1 presents the nine critical success factors
(i.e., those chosen from the 30 selected factors and which
over 50% of experts identified as critical success factors in
the development of the GB market during the COVID-19
pandemic).

Next, we construct a structural self-interaction matrix by
conducting pairwise comparisons of each expert’s critical
success factors i and j, based on four symbols—v (denoting
that critical success factor i will help achieve critical suc-
cess factor j), A (denoting that critical success factor j will
help achieve critical success factor i), X (denoting that crit-
ical success factors i and j will help achieve each other), and
O (denoting no specific relation between the critical success
factors i and j)—to reveal the interrelations between the
critical success factors identified in Table 1. Next, a reach-
ability matrix was generated from the structural self-inter-
action matrix, and, finally, a diagraph model was developed

based on the transitive links among our nine critical suc-
cess factors. As shown in Figure 1, the legal framework of
the GB market and official interest rates of GBs were found
at the first level, meaning that these two factors are at
the top of the hierarchy of success factors. Moreover, these
were found to be significant success factors for the develop-
ment of the GB market during the COVID-19 pandemic.

It should be noted that the inflation rate, monetary pol-
icy, and fiscal policy are at the second level of the success
hierarchy, while institutional infrastructure and interna-
tional cooperation in GBs are at the third level. The final
level includes official exchange rates and political stability,
which are not as important as the other factors mentioned
earlier for GB market success during the current pandemic.
Note, also, that the exchange rate and political stability be-
ing at the last level of the model does not mean that they
are inappropriate—only that the experts gave them less pri-
ority compared to the other factors examined.

Figure 1 illustrates the interpretive structural model for
these four levels of importance.

In Figure 1, the direction of the arrow represents the re-
lation between the critical success factors at different lev-
els. For instance, the relation between the legal framework
for GBs and their interest rate is found to be unidirectional.
Furthermore, it can be seen that monetary policy affects
the inflation rate, the official exchange rate, and the in-
terest rate of GBs. International cooperation in GBs at the
third level can also affect the institutional infrastructure
and improve the legal framework for the GB market.

IV. Conclusions and policy recommendations

In this study, we empirically investigated the critical
success factors for the GB market’s successful operation
during the COVID-19 pandemic. With this aim, we em-
ployed semi-structured interviews with 10 experts in the
field of green financing. By conducting content analysis, we
thus determined nine critical success factors. These critical
success factors were then put into an interactive structural
model, to explore their interactions. The results highlight
the importance of the legal framework of the GB market,
ensuring efficient market operation, as well as the interest
rate of GBs in attracting private investor capital to green
projects under COVID-19 conditions. In addition to these
two important factors, fiscal policy, monetary policy, and
inflation rates are found to be three significant factors in
the success of the GB market, while international coopera-
tion in GBs and institutional infrastructure also play a role
in the successful implementation of GBs in an economy
during the COVID-19 pandemic.

The practical implications of this paper are in line with
the various Sustainable Development Goals targets of the
United Nations, such as goal 7 (affordable and clean en-
ergy), goal 13 (climate action), and goal 15 (life on land).
Moreover, to promote the GB market in different countries,
both partnership and coordination between private (do-
mestic and foreign) and public sectors are recommended.

Furthermore, legal documentation at the government
decree level regarding GB programs as a basis for their im-
plementation is vital for the GB market’s successful imple-
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Table 1. Critical success factors for green bond market development

Critical success factor

Percentage of identification by experts

Official interest rate of GB
Legal framework of GB
Institutional infrastructure
International cooperation in GB
Monetary Policy

Fiscal Policy

Inflation rate

Political stability

Official exchange rate

95%
82%
80%
76%
70%
69%
60%
53%
51%

This table shows the major factors influencing the success of the green bond market. Source: Authors’ calculation based on experts’ opinions.
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Figure 1. ISM model

This figure displays the ISM model. Source: Authors’ compilation.

mentation during the COVID-19 pandemic. Notably, this
legal framework can ensure information transparency for a
competitive GB market where private investors can easily
determine the different legal aspects of the GB market, as
well as their returns of investment.

In addition, in developing countries, reforms and revi-
sions of fiscal and monetary policies related to the GB mar-
ket are highly recommended. To this end, a roadmap for

policy reforms can help these countries find a clear path to
the development of a GB market during the COVID-19 pan-
demic and beyond. In such cases, international coopera-
tion (e.g., the Network of Central Banks and Supervisors for
Greening the Financial System, launched in 2017, and the
International Platform on Sustainable Finance, launched in
2019) is a useful and synergistic strategy that can be used
to enhance GB market operations.

This is an open-access article distributed under the terms of the Creative Commons Attribution 4.0 International License
(CCBY-SA-4.0). View this license’s legal deed at https://creativecommons.org/licenses/by-sa/4.0 and legal code at https://cre-
ativecommons.org/licenses/by-sa/4.0/legalcode for more information.
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