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ABSTRACT

The Asian Infrastructure Investment Bank (AIIB), a Regional Development Bank established in 2015 and promoted by China,

aims to support sustainable economic development in Asia through infrastructure investments. Surprisingly, a considerable

number of European countries joined as founding members despite the Bank's initial focus being strictly regional. Their pri-

mary goals were not only to increase financial flows towards Asian infrastructure but also to ensure that the AIIB adhered to

internationally recognised financial, environmental and social standards. This paper analyses the European states’ ability to
impact specific institutional policies concerning the energy sector. It unpacks the Bank's decision-making processes by analysing
statements made at the Board of Governors level through a qualitative discourse analysis methodology and triangulating results
with the analysis of Annual Reports, official documents approved by the AIIB and its operations. The analysis revealed that

the primary influence of European countries can be found in the alignment of the AIIB Energy Sector Strategy with the Paris

Agreement and its increase in green finance. However, the resistance of certain developing countries and members of the Bank

also led to an ambiguous approach of the AIIB towards sustainable finance.

1 | Contextualising the AIIB in Global
Development Finance

Since its establishment, the Asian Infrastructure Investment
Bank (AIIB) has been at the centre of multiple discussions re-
garding the role that it could have had within the international
development finance regime. While some authors considered
that Chinawould have used it to further its own foreign policy ob-
jectives (Tkenberry and Lim 2017; Wang 2017; Andornino 2019),
others considered that it would mostly adhere to international
standards and that it would not pose a threat to the system
(Reisen 2015; Hameiri and Jones 2018; Skéalnes 2021).

The initial adherence of a group of European members will-
ing to join the AIIB in 2015 came quite as a surprise, espe-
cially after the announcements by the United States and Japan

of their non-participation in the Chinese financial initiative
(Etzioni 2016). However, despite initial expectations, a group of
European developed countries, most of them EU Member States,
chose to join. This shift can be attributed to the Chinese govern-
ment's efforts to increase membership and the EU's interest in
collaborating with China to enhance rules-based global gover-
nance (European Commission 2016, 14).

Previous studies have examined the motivations behind
European members' decision to join the Bank (Huijskens
et al. 2017; Gabusi 2019; Knoerich and Urdinez 2019; Jang 2022).
However, questions regarding the achievement of those objec-
tives and to what extent they were able to influence the Bank
have remained unresolved. A decade after the AIIB's estab-
lishment, it is now possible to evaluate whether the influence
of European countries effectively shaped the Bank's internal
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Policy Implications

« The main interests of European countries are high-
lighted in the Corporate Strategy approved in 2020,
which sets a goal to achieve 50% ‘climate financing’
by 2025. To ensure that the AIIB's commitments to
climate alignment and sustainable finance are effec-
tively implemented, European policymakers and civil
society actors should advocate for greater transpar-
ency in project-level decision-making and for the de-
velopment of robust monitoring mechanisms.

The AIIB's method for checking alignment with the
Paris Agreement was created in partnership with
other multilateral development banks (MDBs), show-
ing a commitment to adopting common standards.
To ensure coherence and maintain high environ-
mental standards, directors and technical staff from
other MDBs should continue engaging with the AIIB
through joint working groups and shared reporting
frameworks.

Recent crises, like the COVID-19 pandemic and the
energy crisis caused by Russia's invasion of Ukraine,
have led some countries to push for a rethink of the
energy sector strategy. European directors and pol-
icymakers should pay particular attention to what
changed and how to respond to future crises.

Asthe second energy sector strategy review is expected
before 2027, it is crucial for European stakeholders
to mobilise early and ensure that their interests re-
garding climate goals and energy transition are well
represented.

policies. In particular, this work will take into consideration the
energy sector of the AIIB. Consequently, the key questions this
work tries to answer are as follows: What central positions are
the European members trying to promote, and have they suc-
ceeded in achieving that objective?

The Energy Sector Strategy is particularly important, as it
provides the framework that guides the Bank's decisions on
energy-related investments, specifying the conditions under
which various energy sources, both renewable and fossil, may
be financed. As such, it plays a central role in shaping the AIIB's
strategic direction as well as its operational practices in the en-
ergy sector. Between 2016 and 2024, energy emerged as the most
prominent sector in the Bank's portfolio, with approved projects
in this area amounting to over 10 billion dollars (AIIB 2024).
During the same period, excluding those approved under the
COVID-19 Crisis Recovery Facility, 87.2% of AIIB's projects
were aligned with the thematic priority of ‘green infrastructure’.
These figures underscore the centrality of the energy sector in
the Bank's operations and highlight the relevance of examining
the AIIB's energy policy and the factors that shape it.

European countries, in particular, have shown a heightened
interest in this area due to their strong political and legal com-
mitments to climate action (Falkner et al. 2010; Oberthiir and
Dupont 2021). Notable examples include the European Green
Deal, which sets the objective of achieving net-zero greenhouse
gas emissions by 2050 (European Commission 2019); their

collective commitment to the Paris Agreement; and the leader-
ship of the European Bank for Reconstruction and Development
(EBRD), which has prioritised green investments and sustain-
able infrastructure.

While the focus of this study is on the policies approved by the
Bank, it is also important to assess the extent to which these
policies are implemented in practice. Therefore, while the main
analysis will be based on the objectives set out in those policies,
the projects approved by the Bank will serve as a reference point
to evaluate the degree of alignment between stated policy goals
and actual operations.

This study uses a discourse analysis methodology (Holzscheiter
2014; Alejandro et al. 2023) to examine the statements made by
Governors during the annual meeting of the Board of Governors
(BoG). By comparing these statements with the strategic docu-
ments and policies adopted by the AIIB, the research assesses
the influence of European members on the organisation. This
comparison provides a more nuanced understanding of how the
viewpoints expressed by the Governors align with or differ from
the Bank's official policies. Ultimately, this analysis seeks to
highlight the role and impact of European stakeholders in shap-
ing the strategic direction of the AIIB, particularly in the critical
energy sector.

2 | The AIIB's Early Phase: Chinese Institutional
Statecraft and the European Counterbalance

Since its foundation, the role of the AIIB and the reasons that
led to its establishment have been considered. Ikenberry and
Lim (2017) identified three main objectives that China would
be able to achieve by establishing international organisations
such as the AIIB; those are as follows: (i) the reform of certain
rules and norms within existing international institutions; (ii)
an increase of influence within the same institutions and (iii)
the creation of alternative institutions promoting alternative
rules, standards and norms that would lead to the creation of a
competing international order. Their thesis may seem the most
pessimistic regarding China and its ‘institutional statecraft’.
However, they also recognise that the existing international
order is ‘complex and multilayered’ (Tkenberry and Lim 2017,
5), which is why China cannot simply overturn it, but it would
necessarily employ a set of strategies that would range from en-
gaging in the system to opposing it.

One key concern following the announcement and establish-
ment of the AIIB was that China might leverage the institution
to advance its own strategic interests (Wang 2017; Liang 2021).
Scholars have suggested that both the pursuit of functional
efficiencies and shifts in global power dynamics influenced
China's decision to create the AIIB (Chin 2016; Stephen and
Skidmore 2019). Beyond its role as an economic institution,
the AIIB has also been viewed as a vehicle for China to ex-
pand its geopolitical reach and address security considerations
by enhancing connectivity across Eurasia (Andornino 2019).
Meanwhile, some analysts argued that the AIIB would remain
a relatively minor player within the international finance re-
gime and that, despite its adherence to high standards and
best practices, China’s broader investment strategy might

Global Policy, 2025

85U801 7 SUOLLLIOD AINRID 3edtdde 8y} Aq peusenob 8e So o1l VYO ‘SN JO $8INI 0} ARIq1T BULUO AB|IM UO (SUONIPUOD-pUB-SWISIW0 A8 | M AReiq1 U1 |uo//:SdNY) SUONIPUOD pue swis | 8y} 88S *[5202/60/c2] U0 Akeiqiauliuo A8|Im * 90Q 3 1ediq IWeIsIS BalY - Ull1ojuet) oale I Ad 8600/ '6685-852T/TTTT OT/I0p/W0o 5| im Aleiqijput|uoy/sciy Woiy papeojumod ‘0 ‘668585.T



not necessarily align with the same principles (Hameiri and
Jones 2018).

Interestingly, in early 2015, China announced that it would
lower its voting shares within the Bank if other states were to
join the AIIB, which led, in March 2015, to the first EU coun-
try (Luxembourg) applying for membership (Callaghan and
Hubbard 2016). That led to a cascade effect, leading a variety
of EU and Western states to express their interest in joining the
Bank as founding members. However, they did so in an ‘unco-
ordinated way’ (Stanzel 2017), and most of the countries did
not seem to have a specific strategy to deal with China's new
institution-building power (Hooijmaaijers 2015). This decision
might have been led by the possibility of joining the AIIB to im-
plement a hedging strategy aimed at avoiding the necessity to
fully side with the United States or China (Jang 2022).

Through the adherence of Western and developed countries,
the AIIB gained legitimacy; at the same time, the European
members promptly initiated negotiations to prevent an illiberal
drift of the Bank (He and Feng 2019, 157). It was considered
that the central objective of European countries might have
been to shape the Bank internally and prevent the adoption
of alternative norms and standards (France Diplomatie 2015;
Renard 2015; Menegazzi 2017; Chen 2018). Consistently,
Knoerich and Urdinez (2019) found that the main motivations
that led European countries to join the Bank were the possi-
bility of creating new business opportunities, creating stronger
ties with China, and gaining greater influence within the AIIB
with the intent of internally shaping it. This last motivation is
precisely what this work tries to unpack and understand. Hall
et al. (2022) argued that the presence of European democracies
within the AIIB influenced it towards being more active in im-
plementing its environmental agenda.

However, as the first decade since the establishment of the Bank
approaches, it is interesting to see how the power dynamics
within the Bank have evolved during that time. Some authors
argued that the changing international landscape, coupled with
the enhanced multilateral and bilateral strategies that China has
cultivated over the years and the decline in ‘external options’
that European states experienced, has resulted in a notable
expansion of China's informal power (Liu and Wu 2024). One
of the effects of this change has been the reconnection of the
AITIB project with the Belt and Road Initiative as well as with
the Global Development Initiative. Even more, it has been con-
sidered how the establishment of the AIIB led the United States
to concede in certain areas, such as by increasing China's share
in the IMF (Adhikari 2023). This study shifts the focus to the
perspective of European states, which, unlike China, effectively
utilised informal governance to achieve numerous objectives
during the Bank's early years.

3 | Selection and Analysis of Negotiations at the
Board of Governors and the Main Policy Documents

This study examines the evolving discursive positions of AIIB
members by analysing statements made by Governors during
the annual meetings of the BoG between 2016 and 2023. These
statements represent the most official and public expressions

of state preferences within the institution, offering insight into
how different members sought to frame and shape the AIIB's
strategic direction (Baturo et al. 2017).

This methodological approach is grounded in previous stud-
ies that have applied discourse analysis (Holzscheiter 2014;
Alejandro et al. 2023) to international organisations (IOs) includ-
ing the AIIB (Radavoi and Bian 2017; Yang and Van Gorp 2018;
Chin 2014), global environmental policy (Milliken 1999) and
cases of multilateral trade negotiations (Wilkinson 2009). It
also aligns with interpretive traditions in policy analysis that
emphasise meaning-making, rhetorical framing and norm
contestation as sources of influence in international politics
(Wagenaar 2011). This is particularly relevant in the context
of a multilateral development bank like the AIIB, where power
asymmetries are moderated through institutional processes and
strategic diplomacy.!

The analysis is based on manual coding of statements from BoG
meetings held between 2016 and 2023, which are publicly avail-
able through the AIIB website.? Themes and categories were
inductively derived from a close reading of texts, allowing key
concepts, concerns and rhetorical strategies to emerge from the
data rather than imposing predefined codes. This inductive ap-
proach ensured that the analysis remained sensitive to the nu-
anced and evolving nature of the discourse. Particular attention
was paid to references to international climate commitments, for
example, the Paris Agreement, calls for increased investment in
renewable energy and concerns about energy security and devel-
opmental needs. This approach allows the study to track which
issues were consistently raised and by whom, thereby assessing
the presence of discursive influence over time.

The identification of relevant AIIB strategic documents, includ-
ing the 2017 Energy Sector Strategy, the 2020 Corporate Strategy,
the 2022 Energy Strategy Update and the 2023 Paris Alignment
Methodology, was guided by the discourse itself. These docu-
ments frequently emerged in discussions and were the focus of
negotiations during BoG meetings, marking them as consequen-
tial institutional outputs shaping the Bank's energy and climate
policy. By triangulating the discourse analysis with a detailed
review of these key documents, the study assesses to what ex-
tent European member states' expressed preferences have been
reflected in the AIIB's official strategies and policy directions.

4 | Formal and Informal Influence Within
International Organisations

States can exert influence within IOs through formal gover-
nance mechanisms, such as their voting power, the ability to
exercise veto authority and their participation in internal com-
mittees (Kleine 2013). These powers are typically allocated to
them based on the formal design of IOs (Koremenos et al. 2001)
and the foundational treaties that have been established. For
instance, voting power within the AIIB is definitely skewed in
favour of China, which alone holds more than 25% of the votes,
with the second largest shareholder being India with 7.5% of the
voting power. On the other hand, all the European countries to-
gether hold slightly more than 22% of the total voting power, less
than China alone.® However, formal governance is not the only
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factor that plays a role in the decision-making process of IOs.
Informal governance, defined as ‘the systematic influence of
unwritten rules, shared expectations or norms within interna-
tional organisations’, also plays a role in the shaping of policies
and decisions (Stone 2011; Stone 2013, 123; Liu and Wu 2024).
In this context, informal power can be defined as the capacity to
achieve favourable outcomes within an organisation, although
at a certain cost, by circumventing established protocols and
processes. This may involve actions such as lobbying influen-
tial international executives or actively shaping organisational
agendas.

The EU and its member states have often been considered to have
used their informal or ‘normative power’ to influence treaties
and decisions of third parties and to shape perceptions of what is
deemed ‘normal’ (Manners 2002). Forsberg (2011) identifies four
key mechanisms through which this influence is exerted over
other states and organisations: persuasion, the invocation of
norms, discourse shaping and leading by example. For the pur-
pose of this analysis, actions such as the invocation of norms and
treaties and the shaping of discourse are significant. This study
will demonstrate how the European countries’ reference to the
Paris Agreement, as a foundational guideline for environmental
protection and a treaty endorsed by all AIIB members, has sig-
nificantly influenced the Bank's energy policy sector in aligning
with it. Furthermore, by strategically shaping the discourse and
maintaining focus on specific topics, European members have
achieved additional objectives, including deeper integration of
the AIIB within the global financial framework.

Therefore, the assumption is that the presence of European mem-
bers interested in preserving the rules-based governance system
also served as a new set of constraints that led to the applica-
tion of higher environmental and social standards (Gabusi 2019;
Caffarena and Gabusi 2021). That is not to say that there is a
single causal relation between European influence and the de-
cisions taken by the AIIB. Other intervening factors, structural
and institutional, also probably helped in shaping the policies
adopted by the Bank, as the process that leads to influence is
usually the effect of multiple causal processes (Kastner and
Pearson 2021). Structural factors that significantly influenced
the analysed time period include the emergence of international
crises and conflicts, most notably the COVID-19 pandemic and
Russia's invasion of Ukraine. Additionally, the impact of other
MDBs operating in the same sector also contributed to the shap-
ing of the AIIB's energy policy, as these institutions are expected
to converge over time, becoming increasingly similar in their
approaches (DiMaggio and Powell 1983).

5 | The European Influence Over Time

Three distinct time periods will be examined, corresponding
to the negotiations and approvals of key documents related to
the Bank's energy policies. The decision to divide the analysis
into three distinct periods stems from the shifting attention
given to the energy sector during the AIIB's policy negotiations.
Interest in energy-related issues tended to decline immediately
after the approval of key documents, but reemerged as a central
topic when major strategies and policies were up for renegotia-
tion or review. From 2016 to 2018, European countries struggled

to exert substantial influence, as evidenced by the adoption of
an Energy Sector Strategy that acknowledged the diverse needs
of countries seeking investments and allowed for the financ-
ing of fossil fuels, including coal, in specific instances. In the
period from 2019 to 2021, the influence of European countries
appeared to increase significantly. They effectively pushed for
stricter climate finance requirements from the AIIB, resulting
in the approval of the Corporate Strategy in 2020, which set a
target of achieving at least 50% climate financing by 2025. This
shift also included a commitment to align the Bank's operations
with the Paris Agreement. Lastly, between 2022 and 2023, the
impacts of the COVID-19 pandemic and the energy crisis fol-
lowing the Russian invasion of Ukraine prompted developing
members to advocate more strongly for the AIIB to continue
considering fossil fuel financing. Notably, although a joint meth-
odology for assessing the alignment of AIIB operations with the
Paris Agreement was approved in 2023, the updated Energy
Sector Strategy in 2022 still permitted investments in fossil fuels
under certain conditions. This situation underscores the ongo-
ing need to balance the demands of both European and develop-
ing members within the AIIB.

5.1 | 2016-2018: Limited European Influence Amid
Institutional Constraints

From the outset, a key theme motivating European members to
join the AIIB was the identification of potential misalignments
within the Bank's energy sector operations (Knoerich and
Urdinez 2019). While the Bank aimed at applying the highest
standards possible, as expressed by Chinese President XiJinping,
he also acknowledged the necessity to ‘accommodate the diverse
needs of developing members’ (AIIB 2016, 4). Consequently, the
ATIB could become a platform for China to articulate its unique
approach to environmental protection (LaForgia 2017). That is
why EU members, since the beginning, understood that keep-
ing tabs on the AIIB might not have been such an easy task.
The Governor of Luxembourg (the first European country to
apply for membership) expressed at least some preoccupations,
noting that ‘we have been assured that the bank will be lean,
clean and green’ (AIIB 2016, 7), and the Governor for Denmark
already at the inaugural meeting suggested improvements at the
Environmental and Social Framework (ESF) (AIIB 2016, 21).

One of the objectives that has been immediately clear since
2016 is the necessity of the Bank to adhere to the 2015 Paris
Agreement. There has been little dispute over whether to com-
ply with that Agreement. At the same time, while the president
of the AIIB, Jin Liqun, ensured twice that the Bank would help
its members comply with ‘their Paris Agreement goals’ and
commitments (AIIB 2016, 4-12), the Governors of France and
Sweden remembered that is not only states that should comply
with the Paris Agreement but that development institutions also
should contribute by increasing climate relating funding and
the creation of specific frameworks to measure the activities of
the Bank.

Despite the emphasis placed by European states on the need for sus-
tainable infrastructure and the clear commitment to renewable en-
ergy expressed by the Governors of Luxembourg and Switzerland,
the AIIB formalised its Energy Sector Strategy following the

4
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inaugural and first meetings of the Board of Governors in 2016,
but did not seem to follow the European interests. The strategy
was published in June 2017 and acknowledges that ‘during the
transition to a lower carbon-intensive energy sector, fossil fuels
will continue to play a significant role in the energy mix of most
member countries’ (AIIB 2017, 12). Under specific circumstances,
the Energy Sector Strategy also allows for investment in fossil fuel-
related projects, including coal. It states that ‘carbon-efficient oil-
and coal-fired power plants would be considered if they replace
existing less efficient capacity, are essential to the reliability and
integrity of the energy system, or if no viable or affordable alter-
natives exist in particular cases’ (AIIB 2017, 17). Interestingly, in
the Energy Sector Strategy of the AIIB, one of the key take-aways
and lessons learned from the analysis of other MDBs operations in
Asia was that ‘there are ample opportunities for investments in oil
and gas extraction as clients seek to improve the security of their
energy supplies’, not exactly an approach that seems to align with
a ‘clean’ strategy (AIIB 2017, 10).

The formalisation of the Energy Sector Strategy highlights the
necessity to keep together different visions and approaches to
sustainable development. On the one hand, European and de-
veloped countries pushed for a strategy encompassing more sig-
nificant investments in renewables and clean energies; on the
other, developing members tried to defend their interests and
acknowledged the need to take into consideration the develop-
ment stage of each country. This second vision, supported by
countries such as China, Egypt, Turkey, and Bangladesh, is ev-
ident in the words of the Indonesian governor, who, at the 2017
Annual meeting, stated:

The Bank should not prohibit the use of certain
commodities, labeled as the contributor of high
carbon emission, as the source of energy. Using
the appropriate technology, those commodities
can contribute to the low emission energy. In
addition, the Bank should assist the countries in
determining the most optimal energy options for
them. (AIIB 2017, 78-79)

The approval of the Energy Sector Strategy in 2017 was wel-
comed with scepticism from European members that pushed for
more clean and sustainable investments, as well as for renew-
able energies, as they did in 2016, but in a more coordinated and
voiced response. Germany, Italy, the Netherlands and Portugal
all encouraged the Bank to ‘move upstream in the project cycle’
(AIIB 2017, 82), and the wider European constituency* stated
that: ‘For us, the Bank's commitment to being green means hav-
ing, and meeting, ambitious targets on sustainable infrastruc-
ture, particularly with regard to renewable energy and energy
efficiency’ (AIIB 2017, 100).

In this context, the role of the president of the AIIB became
fundamental; keeping different interests together is not an easy
task. President Jin tried not to hinder this delicate balance in
2018 when he announced that:

I Consistent with the United Nations' Sustainable
Development Goals, we recognise the need to address

the three dimensions of sustainable development -
economic, social and environmental - in a balanced
and integrated way. We also subscribe to the principles
of sustainable development in the identification,
preparation and implementation of our projects.
(AIIB 2018, 6).

5.2 | 2019-2021: Growing Leverage and Early
Successes

In the following years, two policies continued to be central for
European members. They began advocating even more vig-
orously for an increase in the quota of renewable energies in
ATIIB-approved projects and for aligning formally with the Paris
Agreement. The 2019 annual meeting presented a crucial oppor-
tunity to push for these goals, as it was the first time the meeting
was held outside of Asia, taking place in Europe, specifically in
Luxembourg. On that occasion, President Jin reaffirmed how
the European shareholders ‘prodigiously contributed to the cre-
ation of this new MDB’ and that the AIIB maintains ‘European
characteristics’ and would continue to promote similar values.
(AIIB 2019, 6).

While the energy strategy could have seemed like a step back re-
garding environmental sustainability and the transition towards
climate-neutral investments, it seemed like the interests of the
European members were also reflected in other activities of the
AIIB. In September 2019, at the UN Secretary General's Climate
Action Summit in New York, the AIIB, along with eight other
MDBs, signed an agreement to increase global climate action
investments to 175 billion dollars by 2025, as well as to create a
common transparency framework to report on the activities of
the Banks (MDBs 2019).

During the 2019 Annual Meeting, one of the key topics dis-
cussed was the Corporate Strategy that the AIIB planned to re-
lease a year later, in 2020. The discussions revealed two distinct
positions from developing and European member states. On one
side, 13 European countries and the broader European constitu-
ency urged the AIIB to adopt a more aggressive climate strategy
and to establish a results framework to monitor the AIIB's objec-
tives, which they advocated should be included in the Corporate
Strategy. On the other hand, China again supported the view of
considering the needs of the different members of the Bank and
doing so by instituting a ‘developing country team’ (AIIB 2019,
49-50). At the same time, the theme of energy security was high-
lighted by countries such as Azerbaijan and Bangladesh in order
to support some of the projects implemented by the AIIB in
those countries.

In this context, the 2020 Corporate Strategy took into consid-
eration the requests of the European countries, and it set an
important objective. That is, the ‘AIIB will aim at reaching or
surpassing by 2025 a 50% per cent share of climate finance in
its actual financing approvals’ (AIIB 2020, 18). Even more, the
Corporate Strategy also stated that the ‘AIIB will also continue
to be an active participant in the development of the Joint MDB
Framework on Paris Alignment and align its relevant policies,
strategies and operations with the Framework once it is fully
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developed and agreed upon’ (AIIB 2020, 18). That can be con-
sidered as a main objective attained by the European countries.
While most of the members of the AIIB were in favour of align-
ing with the Paris Agreement, the developing members usually
made explicit reference to the support that the Bank could have
given them in reaching the Nationally Determined Contributions
(NDC) that had been established by the Paris Agreement. On
the other hand, during the 2020 annual meeting, only European
countries argued that a joint framework’ between MDBs should
be established to align their activities with the Paris Agreement
(AIIB 2020, 51).

The efforts of the European members to promote sustainability
and environmental protection reached a significant milestone
in 2021. The president of the AIIB, Jin Liqun, announced that
the Bank would align with the goals of the Paris Agreement
by July 1, 2023.5 This announcement became a reality on the
specified date when the AIIB unveiled its own methodology, in
line with that of other MDBs, for evaluating the alignment of
its investment operations with the Paris Agreement (AIIB 2023).
Although it took several years and extensive negotiations to
achieve this, the European members have consistently advo-
cated for greater harmonisation with international rules and
standards, and their frequent activation of the Paris Agreement
can be seen as a strategy that led the AIIB to converge towards
more cooperation (Manners 2002; Forsberg 2011; Oberthiir and
Dupont 2021).

The qualified success of the European countries was also evi-
dent at the 2021 annual meeting, where most of the European
countries and the wider European constituency acknowl-
edged the work of the AIIB in formally aligning with the Paris
Agreement and in approving an ambitious Corporate Strategy.
However, even in this case, there was space for different views
regarding the steps to be adopted by the Bank. China, Indonesia,
Saudi Arabia and Turkey, among other developing countries,
expressed their concerns about the need to ‘avoid a “one size”
fits all approach to low-carbon transformation that goes beyond
the capacity of its clients’, as the Governor of China declared
(AIIB 2021, 77).

In this context, structural factors became significant during the
negotiations at the AIIB, particularly as the negative effects of
the COVID-19 pandemic became apparent prior to the 2021 an-
nual meeting. That is probably why there was more resistance
from the side of developing states with both Indonesia and Saudi
Arabia sceptical about abandoning fossil fuels altogether, con-
sidering that ‘given the large and growing gap in access to en-
ergy, the world needs all sources of energy to support economic
growth and sustainable development’ (AIIB 2021, 54) and that
‘the transition should be undertaken without jeopardizing the
economies, people's jobs and not create high cost and burden to
the government budget’. (AIIB 2021, 96). Given that Indonesia
and Saudi Arabia are both regarded as regional members, with
respective voting shares of 3.15% and 2.43% at the AIIB, their
influence within the Bank is substantial. This is particularly
notable considering that only Germany and France, the largest
shareholders in Europe, hold voting power exceeding 3%.

During this period, despite significant improvements, the AIIB
continued to focus mainly on fossil fuel investments. Half of its

total energy sector investments, were allocated to initiatives re-
lated to fossil fuels (Recourse and NGO Forum on ADB 2020;
Urgewald 2021). Additionally, the approved methodology still
contained loopholes, enabling continued investments in fossil
fuels (Recourse et al. 2023a).

5.3 | 2022-2023: Advancing the Green Agenda,
Net-Zero by 2050?

Following the success reported by European countries in 2021,
the discussion at the 2022 annual meeting focused on the
Energy Sector Strategy, as the AIIB was set to renew its strat-
egy that year. One of the main themes of the discussion was the
Bank's potential role in assisting its clients in achieving a net-
zero transition and in fulfilling their commitments under the
Paris Agreement. This dialogue occurred against the backdrop
of the negative economic consequences of the COVID-19 pan-
demic already discussed above and of the Russian invasion of
Ukraine, which triggered an energy crisis that many develop-
ing countries identified as a significant driver for prioritising
energy security through the protection of the fossil fuels sector
and investments.

During the 2022 annual meeting, it was evident that there
were different visions for how the Bank should move forward.
The main discussion revolved around the possibility of reach-
ing the net-zero objective by 2050 for most of the members of
the AIIB. The support for a stricter transition and an increase
in renewable energy projects approved by the Bank has mostly
come from European countries, although there are some notable
exceptions, such as Korea and the Philippines. In contrast, the
countries advocating for a slower transition that kept in mind
the different needs of the members were mainly moved by de-
veloping nations, as well as China, India and Turkey. It is, there-
fore, interesting to understand what exactly the two positions
were, and which group managed to influence the AIIB more
towards promoting a specific type of policy, which culminated
in the Energy Sector Strategy of November 2022 and the Climate
Action Plan of September 2023, approved just a few days prior to
the 2023 Annual Meeting.

Saudi Arabia, Indonesia, Egypt, India, Turkey, China and
Argentina all mentioned the necessity to take into consider-
ation the different developing stages of each country, with the
Governor of India referring to the principle of ‘common but
differentiated responsibilities’ and of ‘respective capabilities’,
which are consistent with the Paris Agreement but can also be
used to defend the positions of developing countries (AIIB 2022,
62). Similarly, China did not change its position with respect
to past meetings and acknowledged the importance of ‘serving
more members at different developing stages and with different
development needs’ (AIIB 2022, 51). More radical positions were
taken by Saudi Arabia, which stated that ‘the Bank should not
shy away from supporting hydrocarbon projects, and abatement
technologies’ (AIIB 2022, 35), Egypt who recognised ‘the re-
newed interest in the increased use of fuel as a source of energy
proving the pertinent need to diversify sources of renewable en-
ergy’ (AIIB 2022, 26) and Indonesia and Korea which both men-
tioned the challenges that the net-zero transition would create to
developing challenges (AIIB 2022, 27 and p. 67).
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On the other hand, European countries kept the attention on the
need to increase the share of renewable energies in the energy
sector mix of the AIIB, as well as underlining the importance of
excluding the possibility of financing fossil fuels in the updated
and incoming Energy Sector Strategy document of the Bank.
France, Italy, the Netherlands, Sweden, Switzerland and the
UK all made very similar statements regarding this outcome.
Their position can be summarised by the governor of France's
encouragement ‘to explicitly exclude [from the next Energy
Sector Strategy| investments in coal, oil, as well as upstream and
midstream gas. Investments in the gas sector remain possible in
a very specific and exceptional local context’ (AIIB 2022, 30).
The coordinated position of the European countries was also re-
flected by the common statements made by the Euro-Area con-
stituency and the wider European constituency. Especially the
wider European constituency took a similar position to France,
stating that:

We expect the AIIB to exclude financing of coal and
upstream exploration and extraction of oil and gas,
while limiting mid- and downstream gas support to
only the most exceptional circumstances where there
are no alternatives, assessed based on clearly defined
criteria and in accordance with individual members'
needs (AIIB 2022, 98-99).

The differing perspectives of the two groups at the 2022 Annual
Meeting are reflected in the revisions made to the Energy Sector
Strategy of the AIIB. This strategic document aims to balance
both visions while accommodating all members. On the one
hand, it is affirmed that the ‘AIIB will consider the unique cir-
cumstances of its members and strive to build an energy sector
portfolio that reflects equity and the principle of common but
differentiated responsibilities’ (AIIB 2022, 19). Accordingly,
while the bank commits to avoiding coal projects entirely, it will:

Assist members with the reduction of coal use, AIIB
will support projects that aim at the early retirement
of coal plants, replacement of coal with lower carbon
fuel sources, or projects for decommissioning,
remediation, and redevelopment of affected coal
facility sites and communities (AIIB 2022, 19).

Even more, it will support certain oil and natural gas projects
under specific circumstances, such as improving energy access
in remote areas or controlling emissions. That allows the AIIB
to keep on investing in fossil fuels, and even in coal-related proj-
ects in very specific cases (Recourse et al. 2023b, 2024). In all
cases, these investments must be aligned with climate goals es-
tablished under the Paris Agreement and will focus on transi-
tioning towards cleaner energy sources. These policies and the
overall revision of the Energy Sector Strategy clearly reflect the
interests of developing members.

Regarding the Alignment with the Paris Agreement, the AIIB
adopted its own methodology, consistent with that of other
MDBs and bound itself to adhere to the objective fixed under the
Paris Agreement and specifically under the Building Blocks 1
and 2, respectively, ‘aligning with mitigation goals’ and ‘aligning

with climate adaptation and resilience goals’. As per the Paris
Agreement, the Energy Sector Strategy of the AIIB and most of
the discussions held at the Annual Meeting, the document on
the alignment of the Bank with the Paris Agreement recalls the
importance of taking into consideration the principles of ‘com-
mon but differentiated responsibilities’ and of ‘respective capa-
bilities’ (AIIB 2023, 10). More importantly, while all the MDBs
jointly established the framework to assess the alignment with
the Paris Agreement, it remains up to each individual MDB how
to carry out those objectives.

The MDBs are expected to carry out BB1 and BB2
assessments in light of the information and tools
at their disposal. This will remain a judgment call
by each MDB based on available information. For
example, definitive references as to what constitutes
low-GHG and
pathways in a country are often not yet defined, and

climate resilient development
they are likely to evolve over time as new scientific
and economic information emerges and becomes
available to the MDBs and their clients (AIIB 2023,

10).

This means that each MDB could potentially evaluate different
policies for different countries independently, which does not
seem to create much uniformity in the activities of the MDBs.

The 2023 Annual Report provides insight into the progress
made by the AIIB in increasing its climate financing. It indi-
cates that since the commencement of operations in 2016, 84.1%
of the projects have contributed to the theme of ‘green infra-
structure’. Even more, excluding the projects approved to ad-
dress the economic challenges resulting from COVID-19, 29%
of the projects have been associated with the energy sector. As
president, Jin Liqun announced, the Corporate Strategy’s main
objective of reaching at least 50% of climate finance by 2025 had
already been achieved in 2022. In fact, ‘AIIB's climate financing
volumes continue to grow year on year. In 2023, climate finance
amounted to USD3.43 billion, or 60% of total approved regular
financing, up from 56% in 2022 and surpassing our target of 50%
climate financing by 2025’ (AIIB 2023, 13).

6 | Conclusions

This work aimed to uncover whether the European members
that adhered to the AIIB managed to achieve one of their ini-
tial objectives in joining the MDB, namely, influencing it from
within. While they collectively hold slightly more than 22%
of the voting power, a figure that might seem modest at first
glance, their true power is in using informal governance chan-
nels mainly by shaping the discourse at the BoG meetings and
requesting the Bank officials to adopt the highest standards
possible.

This work analysed statements made by both European and
developing countries at eight different annual meetings of the
Asian Infrastructure Investment Bank from 2016 to 2023, in-
cluding the inaugural meeting in 2016. Using a qualitative
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discourse analysis methodology, it aimed to uncover the vari-
ous interests these countries held regarding the Bank's energy
policy strategy. Triangulating these statements with the policies
adopted by the AIIB, including two Energy Sector Strategies and
the Corporate Strategy, aimed to understand exactly the influ-
ence of the European members on those policies.

From 2016 to 2018, a clear divide emerged. European members
advocated for greener investments, while many developing coun-
tries supported continued fossil fuel financing. The 2017 Energy
Sector Strategy reflected the latter position, allowing financ-
ing for coal and other fossil projects. Between 2019 and 2021,
European influence grew. The AIIB adopted a more climate-
conscious stance, setting a target of allocating 50% of overall
financing to climate-related projects, as outlined in the 2020
Corporate Strategy. However, the period from 2021 to 2023 in-
troduced new dynamics. The energy crisis triggered by Russia’s
invasion of Ukraine heightened concerns among developing
states about energy security. These concerns were reflected in
the 2022 Energy Sector Strategy update, which preserved the op-
tion to finance fossil-related projects, particularly those focused
on reducing emissions from existing infrastructure.

Overall, European members managed to influence the AIIB's
evolving climate agenda, particularly between 2019 and 2021.
Yet, their influence was counterbalanced by structural factors
such as the economic crisis generated by the COVID-19 pan-
demic and the energy crisis triggered by Russia’s invasion of
Ukraine, resulting in a more nuanced and flexible approach that
seeks to balance climate goals with energy security.

Further research could examine the policies implemented by
other MDBs, such as the EBRD and the New Development Bank
(NDB). This would allow assessing whether, in cases where
European countries hold the majority of power (as with the
EBRD), the policies tend to focus more strictly on sustainable
finance. Conversely, it would also be interesting to investigate
whether, in situations where European countries are entirely
excluded (as with the NDB), the commitments to sustainable fi-
nance are less stringent.
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Endnotes

!While the statements made by states at Annual meetings and General
Assemblies can also be analysed quantitatively (see for example,
Adhikari and Kato 2024), the limited amount of documents available
for the AIIB led to the decision to use a qualitative method analysis for
this work.

2https://www.aiib.org/en/about-aiib/governance/board-governors/
index.html.

3The country considered to reach this data are: Austria, Belgium,

Croatia, Cyprus, Denmark, Finland, France, Germany, Greece,
Hungary, Iceland, Ireland, Italy, Luxembourg, Malta, the Netherlands,
Norway, Poland, Portugal, Romania, Serbia, Spain, Sweden,
Switzerland, the United Kingdom.

“Representing: Denmark, Iceland, Norway, Poland, Sweden,
Switzerland and the United Kingdom.

Shttps://www.aiib.org/en/news-events/news/2021/AIIB-to-Fully-
Align-with-Paris-Agreement-Goals-by-Mid-2023.html.
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