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Institutions of financial governance, particularly Central Banks and Finance
Ministries, have rised in importance based on the roles and policy functions
they have assumed in climate and decarbonisation policies. The
transnational nature of climate change, coupled with the transnational
networks that govern financial flows, have led financial governance agencies
to form global coalitions and advocacy groups that act as important
standard- and norm-setters in the domain of climate action. Some of these
networks and coalitions also develop substantial technical expertise, which
makes them active in international policy advocacy and capacity building
programmes that target developing countries.   
 
The EU has positioned itself as the climate action champion while actively
engaging in climate diplomacy worldwide. To navigate the complexity of
transnational networks and coalitions that surround the domain of climate
action at the intersection of financial governance, the EU has been active in
establishing its own coalitions while simultaneously developing institutional
links with global networks, both through the supranational institutions and
through individual Member States. If considered from the NAVIGATOR’s
methodology point of view, EU establishing own networks as a way to
navigate the fragemented transnational climate governance can be a way to
optimise ‘search costs’ by focusing and promoting already existing
competences and policy toolbox, such as the EU Sustainable Finance
framework.   
 
This working paper focuses on the interaction between transnational
networks, EU-led initiatives, and the climate policy tools promoted by
financial governance agencies (eg Finance Ministries) of individual Member
States. In empirical terms, it illustrates these interactions through the case of
the EU-founded International Platform for Sustainable Finance, the Global
Coalition of Finance Ministers for Climate Action, and two concrete policy
tools promoted by two Member States of the EU – Sweden and Denmark –
through the Global Coalition’s work, such as effective use of the carbon tax
(Sweden) and ‘green’ econometric modelling (Denmark). Both policy tools
have been developed and housed in respective Finance Ministries. In
conceptual terms, the paper suggests that the boundaries of climate policy
have expanded towards the macroeconomic policy domain, which further
suggests the relevance of problematising the roles and policy functions of
financial bureaucracies in climate action.  
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Introduction

Institutions of financial governance, particularly Central Banks and Finance
Ministries, have gained importance in terms of the roles and policy functions
they have recently assumed in climate and decarbonisation policies. This
influence comes from the gradual global acceptance of economic policy
instruments in climate policy domain – such as taxes, fees and subsidies –
after the publication of the Brundtland Report in 1987. The Brundtland
Commission laid the foundations for prioritizing and legitimazing climate
action, i.e. the principles that later received epistemic and political support
for addressing carbon emissions through economic policy instruments.    
 
Financial governance agencies have also been instrumental in shaping the
discourse on climate action through distinct policy narratives. The latter
refers to the framing of climate change in terms of economic and financial
risks and to developing policy tools (e.g. climate-related disclosure standards)
and analytical capabilities and expertise (e.g. econometric modelling tools) to
assess and address these risks.  
 
In transnational settings, these developments are manifested through
various institutionalised forms of collaboration (such as universal
membership and/or restricted membership in international organisations
like the International Monetary Fund, the World Bank and the Financial
Stability Board) as well as through increasingly less formalised and coalition-
based forms of decision-making and standard setting (the G7/G20 but also
specialised fora like the Network for Greening the Financial System and the
Coalition of Finance Ministers for Climate Action). For example, Kawabata
(2023) refers to 63 network-type organisations that make up the global
governance of climate finance, including public, private and hybrid
organisation types. Some of these initiatives are in the public sphere, such as
the work of the G20, the EU-led International Platform on Sustainable
Finance and the Coalition of Finance Ministers for Climate Action, while the
Task Force on Climate-Related Financial Disclosures (TCFD) and the
programmes under the umbrella of the United Nations are headed by the
private sector (Martínez, 2021, p. 4). 
 
Transnational fora of decision-making and standard-setting where Finance
Ministries occupy the central role include the G7/G20, the World Bank Spring
Meetings, and the Global Coalition of Finance Ministers for Climate Action
(established in 2019). Finance Ministries have designed and now oversee
some of the most essential policy tools, such as Emission Trading Systems,
while promoting other types of policy norms (market-based mechanisms),
expertise (climate econometric modelling) and standards (green taxonomy,
mobilisation of private finance, narrowly defined green fiscal incentives).
Compared to the operationally independent Central Banks, which also have
established networks for transnational cooperation (such as the Network for
Greening the Financial Systems), Finance Ministries are located more
centrally within respective governments, yet they oversee a wider range of
policy functions as they negotiate in spaces such as COP or the G7/G20
meetings.  
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The EU has been demonstrating its continuous political and broader public
commitments to ambitious climate action while being active in international
climate diplomacy. The EU has been pursuing climate diplomacy through
multilateral fora and negotiations (eg COP) while simultaneously being
active in bilateral relations and green alliances with non-EU countries (eg
with Japan).¹ It has been active in existing transnational networks on climate
action, both as a supranational actor and through individual Member States.
Similarly, the EU and some of its Member States are well positioned within
transnational financial governance bodies, such as the Financial Stability
Board, G7/G20, the Basel Committee on Banking Supervision and such
(Mikheeva & Tsingou, 2025). 

Amidst weakening multilateral frameworks, geoeconomic fragmentation
and intensifying global competition, the EU has been placing emphasis on
deepening the Single Market, particularly in energy and finance, and
streamling regulations, as was outlined in the Letta Report (Letta, 2024).
Further, the Draghi Report suggested a more strategic commitment to
competitiveness and investments, both public and private, as well as
integration of European capital markets and eliminating intra-union trade
barriers (Draghi, 2024). Both reports, particularly the Draghi Report, refers to
‘strategic autonomy’ approach to be taken by the EU as the way forward. In
addition, the EU has been looking for re-defining its external partnerships.
Among the most recent developments are the newly re-negotiated trade
agreement with the US (Summer 2025) and the signing of the long-in-the-
making trade agreement with MERCOSUR countries (Brazil, Argentina,
Paraguay and Uruguay), which further strengthen the South-American
avenue for European exporters.²

In the domain of financial governance, the EU has recently demonstrated a
renewed emphasis on fiscal consolidation – when the European Council
voted in favour of tightening public budget deficits (fiscal consolidation) after
post-Covid recovery spending and continuity of ‘fiscal rules’ in April 2023.³
Further, on the monetary policy side, the European Central Bank abandoned
the short-lived practice of using climate considerations in its monetary policy
operations: it first tilted its corporate bond portfolio towards low-carbon
sectors in October 2022 but then abandoned this principle in subsequent
divestment in July 2023.⁴ Further, despite being a promising step towards
using monetary policy tools for supporting climate action, the green ‘tilting’
of the ECB corporate bond holdings had substantial limitations and a lack of
ambition, such as purchasing green bonds from fossil-dependent companies
and companies with lower climate scores (see Dafermos et al., 2023).

Amidst this macroeconomic and macrofinancial policy background, climate
action and decarbonisation policies are also seen by climate advocacy groups
and civil society organisations as competing in priority with defense and
social spending. For example, the most recent Eurogroup statement (July
2025) by Euro-area Finance Ministers re-emphasized the need for higher
defense spending while simultaneously adhering to fiscal restraint and the
commitment to reduce public debt levels.⁵ While additional public                     
.
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¹ Global climate action
² EU-Mercosur agreement
³ Economic governance review: Council agrees on reform of fiscal rules
⁴ Frequently asked questions on incorporating climate change considerations into corporate bond purchases
⁵ Eurogroup statement on the fiscal stance for the euro area in 2026
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https://www.consilium.europa.eu/en/press/press-releases/2023/12/21/economic-governance-review-council-agrees-on-reform-of-fiscal-rules/
https://www.ecb.europa.eu/mopo/implement/app/html/ecb.faq_cspp_climate_change.en.html
https://www.ecb.europa.eu/mopo/implement/app/html/ecb.faq_cspp_climate_change.en.html
https://www.consilium.europa.eu/en/press/press-releases/2025/07/07/eurogroup-statement-on-the-fiscal-stance-for-the-euro-area-in-2026/#:~:text=The%20euro%20area%20fiscal%20stance,only%20become%20clearer%20over%20time.


investments were allowed for defense spending, climate-related
expenditures count alongside all other public expenses, which are part of
public budget and public debt figures. Climate Action Network Europe
emphasises that the re-newed emphasis (rather than reform) on ‘fiscal rules’
does contrain public spending and directly incentivises the abovementioned
policy tradeoffs.⁶

In other words, these measures on the macroeconomic and financing policy
side contradict the ‘strategic autonomy’ approach, which calls for pan-
European investments, enhancing competitiveness and productivity through
industrial policy, and by actively pursuing innovation and deployment of low-
carbon technologies in the EU. This was already outlined in the Drafghi
report: ‘If Europe cannot become more productive, we will be forced to
choose. We will not be able to become, at once, a leader in new technologies,
a beacon of climate responsibility and an independent player on the world
stage. We will not be able to finance our social model. We will have to scale
back some, if not all, of our ambitions’ (Draghi, 2024, p. 5).

This working paper analyses the way the EU, represented through various
actors, acts in the field of climate action and finance and, in turn, how these
EU actors engage and collaborate to influence or feed into the evolution of
transnational networks. It focuses on financial bureaucracies as despite
occasional interest in their work (e.g. Skovgaard, 2017a, 2017b; Newell, 2025),
the literature remains very slim for an actor type who has important tools at
their disposal – and uses them. In empirical terms, the main focus of the
analysis is on how European Finance Ministries and the European
Commission (through DG FISMA) are involved in transnational networks in
climate action, illustrated by the Global Coalition of Finance Ministers for
Climate Action. In addition, two Member States (MS) cases are considered –
Sweden and Denmark – as individual MS promote specific policy norms,
which are closely aligned with the norms and interests, that the EU advances
through transnational fora and coalitions. Indeed, despite strong and
comprehensive supranational regulatory frameworks in climate and
decarbonisation policies on the one hand and even stronger harmonisation
of macrofinancial policy framework across the EU on the other hand,
Member States retain significant autonomy in designing concrete policy
tools within the broader EU-led frameworks. And hence, there is an
additional motivation to be looking at the policy norms and toolboxes
promoted by individual MS, which are then supported at the EU level.
Further, these MS cases illustrate expanding policy roles Finance Ministries
play in the domain of climate action and their structurally stronger position
within national governments, particularly vis-à-vis Climate Ministries. 

The rest of the paper is structured as follows. Section 2 provides an overview
of how the EU navigates the complexity of global climate governance while
focusing on the example of the Global Coalition of Finance Ministers for
Climate Action. Section 3 zooms in on two EU Member States – Sweden and
Denmark – which have been active in climate policy advocacy both in the EU
and globally with each of them promoting a particular policy tool within the
Coalition: Sweden promoting a carbon tax and Denmark promoting an            
.

3

____________________________

⁶ If all times are extraordinary, why make fiscal rules for ordinary times?
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Navigating Networked Complexity: the
EU and the Global Coalition of Finance
Ministers for Climate Action 

Within the universe of global climate governance institutions and networks,
there emerged distinct transnational for a that relate climate action to the
macroeconomic and macrofinancial policies in order to ‘align’ these policies
to the challenges of decarbonisation. Within this transnational space focused
on financingdecarbonisation, there are forums that promote the so-called
‘finance-led approach’ to the climate challenge and those that advocate for a
more transformative and complex take on macroeconomic and financial
policies while understanding decarbonisation as a massive structural shift. As
we will see below, the EU is ultimately involved in global networks that
promote both of these frameworks and as the institutional links between
these various networks demonstrate, the two frameworks are not mutually
exclusive. 

The finance-led approach refers to the assumption that the green transition
is slow due to a lack of investment in green sectors. What is needed then,
from a public policy perspective, is to channel abundantly available global
financial capital into low-carbon sectors through effectively ‘greening the
financial systems’: by disclosing climate-related risks, developing green
financial products for financial markets (such as green bonds, green futures
and other financial instruments) and encouraging regulations to protect
investors. Some scholars also describe this as ‘riskification of nature’ whereby
‘environmental degradation as well as policies to protect nature are
conceptualised as driving measurable probabilities of losses for firms or
financial assets’ (Van ‘T Klooster & Prodani, 2025, p. 644). This means that the
nature and climate change have been largely conceptualised as sources of
financial risks, for which disclosure, supervisory, risk management and
modelling (scenario building, forecasts) tools have been developed by
financial regulatory authorities and knowledge networks (eg TCFD, NGFS).
There are also those who advocate for a more transformative take on finance
vis-à-vis the green investment needs, which speaks not only to the quantity
of financial capital to be mobilised but also about its distributional effects
and the need to align financial governance through more effective
enforcement of climate-related regulations (Newell, 2025). 

Among the transnational actors promoting a wider range of policy tools,
including regulatory, strategy-setting and a long-term transformative
approach, is the Global Coalition of Finance Ministers for Climate Action
(therafter also referred to as the Global Coalition). Established in 2019, the
Coalition is loosely modelled after the Network for Greening the Financial
System (NGFS), which is comprised of Central Banks and financial The Global
Coalition has, however, a more heterogenous membership due to the
varying operational setups of its members: for example, not all Finance  
xxxxxxxxxxxxxxxxx
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Ministries oversee depends on the national political and administrative
contexts.⁷ The total membership stands at 100 countries while the EU is
represented in the Global Coalition through the majority of its Member
States.⁸

The overall aim of the Global Coalition is to promote climate action, the
‘whole-of-government’ approach, the use of public finance and capacity-
building tools such as a long-term economic strategy setting (e.g.
development of Nationally Determined Contributios, which are climate
action plans submitted under the Paris Agreement) as well as analytical
assessment tools (for instance, green econometric models). In its first
workplan for 2020 (The Santiago Action Plan, 2019), the Global Coalition
described decarbonisation as requiring massive ‘structural economic
changes’ with Finance Ministries playing a distinct role in these ‘long-term
transition strategies’.⁹

The analytical and policy advocacy work of the Global Coalition is carried out
according to the six Helsinki Principles,¹⁰ which are based on the assumption
that since Finance Ministries oversee such a great variety of policy functions –
from fiscal policy and public debt management to financial regulation and
macroeconomic strategy and planning – these public agencies have a
distinct role to play in climate action. 

The EU, through the European Commission, has been active in establishing
its own networks – such as the International Platform of Sustainable Finance
(IPSF) established in 2019 with the secretariat located in DG FISMA.¹¹ IPSF
mostly consists of Finance Ministries from 21 countries, which together
represent 58% of greenhouse gas emissions, 51% of the world population and
54% of global GDP.¹² The aim of the IPSF is to increase the mobilisation of
private capital towards environmentally sustainable investments and serve
as a forum for international cooperation.

In conceptual terms, the EU launching its own networked organisation in the
field of climate finance while also investing heavily in fora where its Member
States are active is an example of ‘search costs’ in action (Sending et al.,
2024).¹³ With no direct representation in most of transnational governance
institutions and networks (except for the Basel Committee on Banking
Supervision, where the EU is represented through ECB and the Commission),  
°
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⁷ E.g. a national debt office can be an independent agency or part of the Ministry or, similarly, state-owned
enterprises can operate directly under the Finance Ministry or be accountable to another Ministry or agency.
⁸ Except for Bulgaria, Czech Republic, Malta, Romania and Slovenia; as of August 2025,
https://www.financeministersforclimate.org/member-countries 
⁹ https://www.financeministersforclimate.org/sites/default/files/inline-files/Overview%20-
%20Santiago%20Action%20Plan.pdf
¹⁰ Helsinki Principles
¹¹ International Platform on Sustainable Finance
¹² Australia, Benin, Hong Kong Special Administrative Region of the People’s Republic of China (Hong Kong SAR of
PRC), Indonesia, Japan, Malaysia, New Zealand, Norway, Senegal, Singapore, Sri Lanka, Switzerland and the United
Kingdom.
¹³ Search costs are a ‘higher-level’ form of cost, not linked to specific organizational design or policy choices per se,
but to the process preceding it concerning the information gathering and assessment on which choices are made.
We define ‘search costs’, as the costs of surveying, assessing, and choosing where to invest both economic and
political capital to advance particular goals through global governance arrangements. When deciding on where to
allocate resources, any potential member
or donor has to consider what type of support best serve their interests. We thus shift focus to the costs involved in
navigating what is an increasingly dense but also fragmented and conflict-ridden institutional landscape of global
governance (Sending et al., 2024, p. 5).

https://www.financeministersforclimate.org/member-countries
https://www.financeministersforclimate.org/member-countries
https://www.financeministersforclimate.org/sites/default/files/inline-files/Overview%20-%20Santiago%20Action%20Plan.pdf
https://www.financeministersforclimate.org/sites/default/files/inline-files/Overview%20-%20Santiago%20Action%20Plan.pdf
https://www.financeministersforclimate.org/helsinki-principles
https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en


the EU has been involved only indirectly through the Member States. Hence,
launching its own international platform with a secretariat in one of
Commissions’ Directorates can be considered a response to the
fragmentation and complexity of climate governance and as one way to
navigate this field. This drive for influence and oversight predates the most
recent challenges to global governance arrangements but is testament to
the EU considering that its interests are best served by allocating resources
to a diverse set of arrangements. 

Based on previous analysis carried out by Mikheeva and Tsingou (2025), key
networked organisations working with climate finance are characterised by
informality, openness and a substantial degree of technical expertise
(Mikheeva & Tsingou, 2025, p. 4). This holds for both the Global Coalition of
Finance Ministers as well as for the EU-led International Platform for
Sustainable Finance although the work of the Global Coalition is substantially
more technical in nature as compared to the IPSF. The main focus of IPSF’s
work is on widening the use of existing sustainable finance frameworks and
their interoperability among its members and globally.¹⁴

At the same time, with the secretariat located in the DG FISMA, the IPSF has
been predominantly working with the EU sustainable finance framework,
which is focused on mobilising private investments through creating a set of
reporting and disclosure standards, such as the Green Taxonomy and
Corporate Sustainability Reporting, which are both standards aiming at
making sustainability performance of corporate firms more transparent. In
addition, the Joint Research Center (JRC), which operates under the
European Commission runs an annual Summer School in Sustainable
Finance, which aims at bringing together researchers, policymakers and
professionals in order to ‘foste[r] policy-relevant research and reinforc[e] the
role of science in informed policymaking’.¹⁵ Funded by the Commission, the
Summer School is promoted among the members of the Global Coalition of
Finance Ministers as a capacity-building support available to the Coalition’s
members and provided by its strategic partners. Figure 1 depicts the
institutional links and roles between these agencies and the Global Coalition.
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¹⁴ International Platform on Sustainable Finance
¹⁵ JRC Summer School on Sustainable Finance

https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en
https://joint-research-centre.ec.europa.eu/projects-and-activities/sustainable-finance/jrc-summer-school-sustainable-finance_en


Figure 1. Institutional links between the EU actors and the Global Coalition of
Finance Ministers for Climate Action 
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Source: own elaboration; https://www.financeministersforclimate.org/node/272

In addition to the supranational representation through the Commission and
the European Investment Bank, which is involved in some of the work
streams of the Global Coalition, the EU is indirectly represented through its
member states who are full members of the Coalition. The next section looks
at the two selected cases – Sweden and Denmark – in order to illustrate how
the national strategies of these two member states feed into the
transnational governance space in terms of analytical and policy advocacy
work, including for the EU. These two cases also demonstrate the expanding
roles of Finance Ministries in climate action and decarbonisation policies
while elevating their structural importance within respective governments. 

https://www.financeministersforclimate.org/node/272


Climate Action champions – EU Member
States in global coalitions¹⁶

The EU is involved in various transnational forums through its Member
States, which enables certain Member States to pursue policy advocacy and
influence global discourse. In the field of climate governance and climate
action, both Sweden and Denmark have been traditionally at the forefront of
climate action and climate diplomacy in the EU and globally. While being
among the first countries to adopt binding Climate Acts and Climate Policy
Frameworks,¹⁷ these two countries have been active in advocating a set of
policy tools that reflect their current domestic policy discourse vis-à-vis
climate action. 

The next two sub-sections focus on two policy instruments: the carbon tax
promoted by Sweden as one of the earliest adopters of a carbon tax, and
climate econometric modelling promoted by Denmark. Both countries are
leading on respective work streams within the Coalition of Finance Ministers
for Climate Action, including through capacity building work among the
Global Coalition’s members. 

1. Sweden: promoting carbon tax

Sweden has been active in advocating for a carbon tax as a key policy tools in
climate policy.¹⁸ Sweden’s Finance Ministry was the main agency developing
a carbon tax system, which was adopted as part of a broader tax reform in
1991.¹⁹ Since then, it has gradually evolved and the pricing of carbon was
harmonised for households/non-industrial firms and manufacturing firms in
2018 and currently stands at 134 EUR/ton (2025), which makes is the highest
carbon tax globally.²⁰

A carbon tax and an energy tax have been regarded as one of the most
important policy instruments for reducing emissions in Sweden (Hammar &
Åkerfeldt, 2010; Ministry of the Environment, 2020; Ministry of Climate and
Enterprise, 2023). Carbon taxes have been historically important to Sweden
to the extent that Sweden ‘attempted to link its vote of the EU ratification of
the UN Climate Change Convention to the (unsuccessful) adoption of a
European carbon tax’ (McCormick 2001, p. 282 in Marshall, 2007, p. 146). 

While covering all firms that are not subject to the European Emission
Trading System  (introduced in 2005), the carbon tax is typically considered a
success story as it is said to have directly contributed to the steady emissions
reduction in Sweden: 1990 CO2 emissions from industry and energy were        
.
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¹⁶ In addition to secondary sources, this section is based on interview materials: interviews with former and acting civil
servants in Sweden and Denmark were conducted during January-December 2025.
¹⁷ Denmark in 2014, revised in 2020; and Sweden in 2017.
¹⁸ Helsinki Principle 3: Promote Carbon Pricing Measures
¹⁹ Along with other Nordic countries: Norway (1991), Finland (1990) and Denmark (1992).
²⁰  Sweden’s carbon tax, Government Offices of Sweden

https://www.financeministersforclimate.org/promote
https://www.government.se/government-policy/taxes-and-tariffs/swedens-carbon-tax/


33% lower as compared to 1970 (Kronsell, 1997) and in 2015, industrial
emissions were a further 30% lower than in 1990 (Martinsson et al., 2024).

The Swedish experience with the carbon tax attracted substantial
international attention, particularly in view of introducing carbon taxes in
developing countries as a cost-effective way to act on Sustainable
Development Goals. Both international institutions – such as the World Bank
and the UN – and the Swedish Finance Ministry have been advocating for
adopting carbon taxes in developing countries while phasing out public
subsidies.²¹-²² See for example, the UN Handbook on Carbon Taxation for
developing countries (United Nations, 2021). The carbon tax as the main
policy instrument to reduce carbon emissions is said to be easy to implement
and operate at a low cost.²³ This framing has been actively promoted within
the Global Coalition of Finance Ministers with Sweden co-leading the
Coalition’s workstream related to promoting carbon pricing measures
(Helsinki Principle 3).²⁴

At the same time, there are contextual details that emanate from Sweden’s
political, administrative as well as taxation-related circumstances, which
contributed to the adoption of the carbon tax in 1991. Hence, this arguably
makes it a less easy and universal policy tool so widely promoted within
global climate governance networks.  

First of all, despite its eventual success, a more detailed analysis of the
evolution of the carbon tax in Sweden reveals a non-linear dynamic and a
substantially more gradual success story. For example, Hildingsson and
Knaggård (2022) refer to the issues of distributive justice and industry
concerns that were very present in the popular discourse in Sweden. While
industry concerns were tackled through flexibility in the tax rates (lower for
industrial firms during 1991-2017), the issue of distributive consequences is
more complex and is reflected in the very gradual social acceptance of
carbon taxes in Sweden (Hildingsson & Knaggård, 2022). 

The carbon tax emerged on the political agenda in Sweden in the late 1980s
largely due to policy entrepreneurs that successfully coupled the issues of
environmental degradation, climate change (emissions reduction) and
environmental fees – indeed, a gradual acceptance of economic instruments
to tackle environmental problems was key to introducing the carbon tax in
Sweden and later elsewhere. Knaggård and Hildingsson (2025) describe how
the Swedish policy community around economic environmental instruments
also developed and maintained close links with the emerging transnational
community, largely built around prominent academics, through the Nordic
Council, OECD and the EU where climate action was given a priority and
legitimation.
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²¹ World Bank Visits Swedish House of Finance to Discuss Carbon Pricing and Emissions Research
²² Lessons Learned from 25 Years of Carbon Taxation in Sweden 
²³ Sweden’s carbon tax, Government Offices of Sweden
²⁴ For example, see the workshops on carbon pricing held in Stockholm, 3-4 October 2019
https://www.financeministersforclimate.org/events/workshop-carbon-taxation-stockholm-sweden and in
Jakarta, 3-4 October 2023 https://www.financeministersforclimate.org/events/workshop-international-carbon-
pricing-and-taxation

https://www.hhs.se/en/houseoffinance/outreach/news--press/news/2024/world-bank-visits-swedish-house-of-finance-to-discuss-carbon-pricing-and-emissions-research/
https://www.regeringen.se/contentassets/18ed243e60ca4b7fa05b36804ec64beb/lessons-learned-from-25-years-of-carbon-taxation-in-sweden.pdf
https://www.regeringen.se/contentassets/18ed243e60ca4b7fa05b36804ec64beb/lessons-learned-from-25-years-of-carbon-taxation-in-sweden.pdf
https://www.government.se/government-policy/taxes-and-tariffs/swedens-carbon-tax/
https://www.financeministersforclimate.org/events/workshop-carbon-taxation-stockholm-sweden
https://www.financeministersforclimate.org/events/workshop-international-carbon-pricing-and-taxation
https://www.financeministersforclimate.org/events/workshop-international-carbon-pricing-and-taxation


Further, the carbon tax was introduced as part of the wider and far-reaching
‘tax reform of the century’ and due to a short timeline, the carbon tax part of
the reform did not go through extensive political deliberation – this fact
combined with climate change having lower political salience in public
politics in 1990s, speaks to a more nuanced story of success (Hildingsson &
Knaggård, 2022; Knaggård & Hildingsson, 2025). This is important when
considering policy transfer and capacity building promoted in the area of
carbon pricing by such transnational actors as the Coalition of Finance
Ministers for Climate Action.

These contextual details are also important when considering and potentially
challenging the narrative of carbon taxes being fast and immediately
effective in decoupling emissions from economic growth. However,
challenging this narrative might appear as a challenge in itself given a re-
newed focus on fiscal consolidation in the EU (and globally), which creates
additional pressures on climate policies to be more cost-effective. Combined,
these developments further consolidate decision-making power within
Finance Ministries both domestically and within transnational coalitions and
networks. Furthermore, there is an alignment between Sweden’s own
advocacy in favor of carbon taxes and the EU policy on carbon pricing: the
newly adopted EU Carbon Border Adjustment Mechanism (CBAM), which
aims at lowering carbon-intensive imports into the EU while encouraging
key global importers to develop greener solutions if they are to trade with the
EU. Sweden will be supporting key India’s exporters of iron and steel in
developing compliance with the CBAM requirements. This bilateral work will
be carried out within the newly concluded India-Sweden Industry Transition
Partnership.²⁵

 2. Denmark: designing a climate super-model

Denmark has been positioned at the forefront of climate policies, particularly
in relation to decarbonisation of energy through energy efficiency
technologies and wind power. Wind turbines, both for onshore and offshore
installation, have been one of key major exports with the entire supply chain
located in Denmark. The success story of wind power can be considered not
only in terms of technological and industrial policy success (e.g. Daugbjerg &
Svendsen, 2011) but also in terms of policy integration. The focus on wind
power started as a policy response to the oil crisis of the early 1970s while
initially aiming at energy efficiency and energy independence and later
gradually incorporating considerations of renewable energy resources and
sustainability (Johansen, 2021). At a broader institutional level, it was in the
1990s when environmental policy making was evolving towards a more
integrated approach, following the Brundtland Report: in Denmark, a
number of Ministries were tasked to develop plans for sustainable
evelopment and emissions reduction while the Ministry of Environment
embarked on a new environmental strategy where product life cycle
assessment played an important role (Andersen, 1997, p. 257).****
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²⁵ India and Sweden advance industrial transition cooperation, Government of Sweden

https://www.government.se/press-releases/2025/11/india-and-sweden-advance-industrial-transition-cooperation/
https://www.government.se/press-releases/2025/11/india-and-sweden-advance-industrial-transition-cooperation/


More recently, the goal of policy integration reached the area of analytical
assessment tools and Denmark has been developing and actively promoting
such tools within transnational policy networks. The Danish Finance Ministry
has been leading the entire workstream of the Global Coalition of Finance
Ministers on Mainstreaming Climate in Economic Policies (Helsinki Principle
4), including in the four recent reports published by the Global Coalition.²⁶
The key to this work is the development of new analytical tools that would
facilitate the integration of climate and environmental factors into economic
policy making and provide the public sector and other stakeholders with
such an integration device (Sand Kirk et al., 2024). 

The primary example of this is the new GreenREFORM environmental
economic modelling tool housed at the Climate Policy Center in the Danish
Finance Ministry. Currently being developed by the dedicated research team
outside of the Ministry, the modelling tool is a dynamic general equilibrium
(dynamic CGE) model allowing to assess how economic policies interact with
the environment and vice versa.²⁷ The formal rationale for developing the
model was ‘an unresolved need for appropriate analytical tools that would
facilitate the systematic integration of climate and environmental
considerations into the design of economic policy’ (Sand Kirk et al., 2024, p.
4). At the operational level, from the point of view of civil servants, the model
enables to measure a range of policy interactions as well as economic factors,
such as the cost-efficiency of climate policies. It also provides a more formal
definition of what can be considered a green policy (in terms of concrete
emissions-related outcomes that the model can provide). The proposal to
develop such a model came from the academic – a professor at Copenhagen
University and a former member of the Danish Climate Council as well as
Economic and Environmental Economic Councils. 

This climate super-model is being developed as a direct extension of the
REFORM model, used by the Finance Ministry and Danish Economic Councils
for simulating the performance of the Danish economy (Stephensen & Birch
Sørensen, 2017). The two major extensions of the GreenREFORM model, as
compared to the traditional macroeconomic modelling capacities, are: 1)
Accounting for natural resource use and emissions of pollutants; and 2) A
more detailed (disaggregated) modelling of key sectors that are important
for environmental and climate policy in the Danish economy (Sand Kirk et al.,
2024, p. 6).²⁸ In terms of baseline forecasts, the model is based on the
baseline macroeconomic forecast that is compatible with the public finance
forecast, which the Finance Ministry operates with, thereby ensuring the
consistency between short-term (e.g. annual and medium-term budgetary
estimates, immediate impact on exports) and long-term dynamics (e.g.
hanges in productivity, investments, labor markets, long-term impact on
exports) (Ibid). 
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²⁶ Ministry of Finance Behind Four New Reports on Economic Analysis of Green and Resilient Transitions, Danish
Ministry of Finance
²⁷ GreenREFORM
²⁸ GreenREFORM includes a more detailed account of the following sectors: energy, transport, waste treatment,
agriculture, fishery, forestry, and land use more generally (Sand Kirk et al., 2024, p. 6).

https://en.fm.dk/news/news/2025/juni/ministry-of-finance-behind-four-new-reports-on-economic-analysis-of-green-and-resilient-transitions/
https://en.fm.dk/news/news/2025/juni/ministry-of-finance-behind-four-new-reports-on-economic-analysis-of-green-and-resilient-transitions/
https://dreamgroup.dk/economic-models/greenreform


One of the most recent reports published by the Global Coalition and led by
the Danish Finance Ministry’s Climate Policy Center, aims at matching
existing analytical tools with the appropriate types of policy questions these
tools aim to address. These questions range from fiscal sustainability and
transition risks to the broader, more structural take on the green transition,
which incorporates various technological pathways and global shifts in green
technologies (Coalition of Finance Ministers for Climate Action, 2025a, pp. 63–
65). 

One important caveat in matching policy questions to macroeconomic
modelling tools is the inability of models to capture ‘qualitative’ factors, such
as the rise of geoeconomics and economic security concerns, as well as new
vulnerabilities in supply chains, including in key green technologies and
related rare earths. Further, the model does not incorporate the financial
sector (financial system), nor does it account for ‘non-standard’ external
shocks such as financial crises or sudden changes in global trade. In essence,
like other macroeconomic models, despite evolving sophistication, a non-
linear evolution of highly complex socio-ecological systems cannot be
accounted for (Schinko et al., 2017). 

For example, the GreenREFORM model assumes technology costs
trajectories as exogenous since Denmark is a small open economy. This
means that the type of policy decisions that were key to the development of
wind power in Denmark would not be possible to simulate via the model:
from the 1970s through to the 1990s, the Danish government pursued a
range of far-sighted policy decisions, ranging from strategic R&D and other
industrial policy tools, to mandating Danish pension funds to invest into wind
turbine firms, when they needed scaling up its capital investments and
production capacities (Ban et al., forthcoming).

Further, there is an explicit recognition that the GreenREFORM model relies
on high quality data and a high level of data integration from sectoral experts
and various public agencies. Such tightly knit data coordination is also
required for the sub-models as well as for establishing the baseline scenarios
(Coalition of Finance Ministers for Climate Action, 2025b, pp. 72–73). Although
the limitation related to the need for high-quality data is acknowledged, the
GreenREFORM model is being used by various stakeholders to ‘assess the
importance of credible announcement of climate policy’ and a simpler
version of the model had been developed through the European
Commission-sponsored Technical Support Instrument (TSI) program for
institutions in four EU countries. Importantly, this EU-supported project also
serves as a blueprint for other countries to build customized models (Ibid).
Recently, the private non-profit Danish KR Foundation agreed to sponsor
extension of the project towards 2026 in order to develop another iteration of
the EU model GreenREFORM EU 2.0.²⁹
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²⁹ Succesfuld afslutning på EU projekt og forlængelse i 2026

https://dreamgruppen.dk/nyheder/2025/oktober/succesfuld-afslutning-paa-eu-projekt-og-forlaengelse-i-2026#:~:text=Nyudviklet%20model:%20GreenREFORM%20EU,gr%C3%B8n%20omstilling%2C%20sundhed%20og%20uddannelse.


The Danish experience with the climate economic modelling tools, such as
the GreenREFORM model, received international recognition: for example,
the decription of the model and its implementation received an extensive
coverage by the OECD Paris Collaborative for Green Budgeting, which
develops close partnerships with governments to develop green budgeting
tools.³⁰ The OECD Paris Collaborative also works closely with the EU,
including with individual Member States, on developing and implementing
green budgetary tools given a strong emphasis of the EU on greening public
budgets as being key to achieveing climate targets.³¹

4. Discussion: financial bureaucracies in climate policy

While this paper initially distinguished between global initiatives that
promote a finance-led approach and initiatives that advocate for a more
transformative take on decarbonisation defined in terms of complex and
non-linear structural change, in reality, these boundaries become blurry,
which is reflected in the institutional links within global networks, institutions
and coalitions. The concept of ‘club governance’ of global finance (Tsingou,
2015) can be applied to the domain of climate action and particularly the
intersection of climate and financial policies (Unger & Thielges, 2021). 

The EU sees itself as an important global player in climate policy and climate
diplomacy and it has established its own International Platform of
Sustainable Finance, through which it directly connects to other major global
coalitions and advocacy groups in the form of either observer or capacity
building partner. The example of institutional links between the European
Commission and the Global Coalition of Finance Ministers where other key
transnational institutions and networks are members (e.g. World Bank, IMF,
NGFS) demonstrates just that. 

Further, the links between the EU Member States, which are active in
advancing certain climate policy frameworks, extends well beyond the EU
towards these transnational institutions and networks. The empirical
examples of Sweden and Denmark show how individual Member States
actively advocate for specific policy tools – such as the carbon tax promoted
by Sweden and the analytical policy assessment tool developed and
promoted by Denmark – within the Global Coalition of Finance Ministers and
beyond. Further, these concrete policy tools are also supported and
promoted by the EU.

These developments attest to the rise of financial bureaucracies in the
domain of climate policy. In other words, the boundaries of climate and
environmental policies have been expanding to include macroeconomic
policy considerations, such as sustainability of public finance, fiscal policy
frameworks, cost-efficiency, and public budget deficit targets. The
boundaries of macroeconomic policies have also been expanding towards
incorporating climate considerations. However, the structural position of
Environmental/Climate Ministries tends to be substantially weaker than that  
.
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³⁰ Paris Collaborative on Green Budgeting, OECD
³¹ Green budgeting in the EU, European Commission

https://www.oecd.org/en/about/programmes/paris-collaborative-on-green-budgeting-.html
https://economy-finance.ec.europa.eu/economic-governance-framework/national-fiscal-frameworks-eu-member-states/green-budgeting-eu_en#:~:text=The%20survey%20gathers%20information%20on,implementation%20and%20the%20remaining%20challenges.


of Finance Ministries. This invites a more thorough consideration of how
these distinct actors shape climate policies transnationally and how they
transpose and mediate between transnational spaces and national policy
practice and vice versa. 

Sweden’s carbon tax success is indeed significant while its universal
application, particularly in developing countries, requires more careful and
long-term consideration. Its origins can be traced back to the Sweden-
specific institutional, administrative and political context and hence these
circumstances need to be taken into account when considering policy
recommendation to use carbon taxes while phasing out public subsidies in
developing countries. In Sweden, it took more than 25 years for the industry
tax rate to be equalised with the rate for individual consumers: flexibility in
tax rates for the industry was the outcome of corporatist negotiations and
political feasibility of the tax introduced in 1991 while the same corporatist
arrangements later served as a platform for subsequent negotiations
allowing the government to gradually introduce more stringent tax rates
(Drake, 2025). In other words, it is important to take the contextual
institutional and administrative settings in which the economic instrument is
introduced seriously because these settings provide ‘different space for
responses to economic incentives’ (Andersen, 1999, p. 61).

Denmark’s experience with the climate ‘super-model’ developed by the
dedicated research team and operated by the Climate Policy Center at the
Finance Ministry (the model can be run only by a few people and at great
computational speed) demonstrates another avenue for the increased
influence of Finance Ministries in climate policy – through analytical, highly
technical expertise, which is also targeted at other public agencies as well as
broader groups of stakeholders. 

While econometric models are good at providing a quick and
comprehensive overview of how various variables are interdependent (for
example, how a gradual increase in carbon tax on agriculture during the next
five years will affect agriculture output and/or income levels and/or consumer
prices), formal models are ill-equipped to deal with more ‘qualitative’
questions of economic security, they cannot tell us whether it’s better to
produce certain green technologies at home or source from politically allied
exporters, and to what extent domestic production sector is exposed to
geoeconomic or security-related factors.

These case studies demonstrate that we need to better understand and
further problematise the role of financial governance agencies – financial
bureaucracies – in climate action. To do that, there is a need to move beyond
the ‘whole-of-government’ approach and to differentiate between different
parts of public governance since different agencies play distinct roles defined
by their policy functions. While involving Finance Ministries in climate policy
directly contributes to the elevation of climate on the policy agenda across
the governments, this also raises the question of the potential domination of
macroeconomic policy frameworks, and subsequently economic policy
instruments, in defining and operationalising climate action. 
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Decarbonisation, understood as a massive economic and social structural
change, would require a focus on dynamic policy mixes rather than single
policy instruments, on the politics and the policies of the transition, as well as
both growth in green sectors and phasing out of polluting sectors (Geels et
al., 2017). While economics can indeed inform strategic choices, it cannot
substitute such choices (Zenghelis et al., 2025) and economic analysis should
be considered as an input into political process rather than its substitute
(Sharpe et al., 2025, p. 23). 

Within the financial governance domain, Downey (2023) refers to the need
for a more discretionary and experimental governance of public finance (and
credit), which will allow policy learning and policy evaluation to continuously
feed into the subsequent policy cycles. This suggestion is conducive to the
emphasis that decarbonisation requires multiplicity of policy tools and
coordination between financial governance agencies (Mikheeva & Ryan-
Collins, 2022). This further translates into the questions of capabilities within
key public financial agencies to make financing decisions (Mikheeva, 2024)
that are conducive to politically agreed goals of decarbonisation.

The EU has been navigating its own roles in global climate policy and in
building synergies between decarbonisation and competitiveness internally
(e.g. through green industrial policy), which means increased coordination
between these policy domains on the one hand and macroeconomic and
macrofinancial policies and institutions on the other hand. Such policy
coordination within existing macroeconomic and macrofinancial framework
in the EU remains a persistent challenge. A substantial shift to green
industrial policies and competitiveness strategies that embody ‘strategic
autonomy’ approach articulated in the Draghi report (2024) is less likely to
occur within constraining frameworks in fiscal, monetary and credit policy
domains, despite a prioritised integration of European capital markets. In
other words, the EU faces the policy challenge of ensuring that its ambitious
climate policy coupled with ‘strategic autonomy’ approach are adequately
resourced on the macroeconomic and financing sides. The EU continues
playing its global role while developing and promoting certain policy norms
in climate action – such as Green Taxonomy, corporate reporting standards,
carbon pricing, which remain important instruments in the EU climate
diplomacy. However, current challenges in the global world order require a
more strategic approach to decarbonisation and its financing. 
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Conclusion and Further Research

The boundaries of climate policy have been expanding towards the
macroeconomic and macrofinancial policy domains, which is reflected in the
rise of Finance Ministries and Central Banks as important policy actors in
climate action. These developments have been taking place within the
transnational governance of climate action, where less formalised networks
and coalitions of financial agencies have become more important over time. 

The EU has been navigating these spaces through its own established
networks and through various modalities: through the International Platform
of Sustainable Finance, the Joint Research Center and the European
Investment Bank (EIB). Further, the European Commission participates and
contributes to the work of the Global Coalition of Finance Minister for Climate
Action – one of major global coalitions and policy advocacy networks
established by national financial governance agencies. In addition, individual
Member States are actively promoting policy norms and frameworks within
these transnational communities, which the cases of Sweden and Denmark –
traditionally perceived as climate policy pioneers – demonstrate. 

The increasing importance of financial governance agencies – financial
bureaucracies – invites a better understanding of their distinct roles in
defining, framing, assessing and operationalising various aspects of climate
policy. In research terms, this translates into the questions of climate-related
capabilities, ideational contestation and conflicts with other climate policy
actors, the politics and historical foundations of existing economic policy
frameworks as well as their interaction with other parts of the public
governance. In the EU context, this invites for research aiming at a better
understanding of policy tools, modalities and coordination mechanisms in
financial governance at the supranational and national levels that would be
fit for the current challenges. 
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