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   l ol   

  T e reen industrial olicy turn

Green  Industrial Policy  can provide  an  instrument  to  facilitate  structural

change  and  accelerate  a  country s  transition  towards  an  Inclusive  Green

Economy. A range of reports from international organisations, including UN

Environment s  Green cono y e ort,  the  e  li ate  cono y e orts,  as

well  as  a  stream  of  publications  from  the  organisations  forming  the

Partnership  for  Action  on  Green  Economy  ( ),  namely  UN

Environment (formerly ), the United Nations Industrial Development

Organisation  ( ),  the  United  Nations  Development  Programme

( ), the United Nations Institute for Training and Research ( )

and the International Labour Organisation ( ) have investigated different

dimensions of  the transition to an inclusive green economy and the role of

green  industrial  policy  within  it.  The  policy  mandate  for  these  efforts  is

stated  in  the  20 0  Agenda  for  Sustainable  Development,  which  in  its

Sustainable Development Goal ( ) 17 identifies trade as one of  the key

means of  implementation of  the Partnership for Sustainable Development

envisaged in the Agenda.

Green industrial policy tools can be broadly understood as sector-targeted

policies  that  affect  the  economic  production  structure  with  the  aim  of

generating environmental benefits  ( orld ank (201 )). A green industrial

policy is therefore an industrial policy that is meant to trigger and facilitate

structural changes as entailed, or required, both to respond to environmental

conditions or situations, and to develop a green, circular economy  (UNIDO

(201 )).  As  such,  learning  lessons  from industrial  policy  in  the  past  can

provide important guidance for countries transitioning to an Inclusive Green

Economy.  Importantly,  however,  green  industrial  policy  is  not  a  mere

repetition of industrial policy approaches explored in the past. The ob ectives

and  policies  of  green industrial  policy  are  broader. In  addition to  higher

productivity, competitiveness and economic growth, green industrial policy

has  the  core  aim  of  reducing  the  environmental  footprint  of  economic

processes  and  ensuring  inclusiveness  (UN  Environment DIE  (2017c)).

Green industrial policies therefore seek to embed the economic production

structure  in  an  Inclusive  Green  Economy concept  (UNIDO (201 )).1 As

such, green industrial policy must fully integrate and take into account the

potential for synergies but also for trade-offs between different ob ectives in

1 In contrast to UNIDO (201 ), which focuses specifically on the manufacturing industry, this

manual takes a broader – yet fully consistent – approach to defining green industrial policy,

following UN Environment (2017). Green manufacturing is discussed as a separate tool or an

enabling condition in this manual (see hapter ).
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not only a national, but global context. At the core of such integration is the

idea that  decoupling  growth from environmental  degradation is  possible

through a carefully assessed set of  policies and that it can be a key strategy

for States to be competitive in the economy of the future.

The instruments of  green industrial policy are intended to enable or trigger

structural  changes,  particularly  in  situations  in  which  so-called  market

failures ,  or  imperfect  market  conditions,  prevent  the  structural  changes

required  to  shift  to  a  global  green  economy. They  seek  to  set  the  right

incentives  for  facilitating  this  shift,  while  boosting  a  country s  economic

competitiveness  and  promoting  sustainable  growth.  The  following  list

( osbey (201 )) identifies some of  the most common policy rationales for

green industrial policy. They are further developed and placed in context in

chapters 2 to 7 by making reference to specific examples

■    investment in the development and production of

goods,  services  and  works  that  have  benefits  in  terms  of  inclusiveness,

environmental  protection,  or  technological  spillover  cannot  be  realized

through  mere  market  forces  (i.e.  through the  price  of  the  goods  sold  or

services  provided).  States  can  take  action  to  internalise  these  positive

externalities  by  ensuring  that  providers  of  these  goods  and  services  are

compensated for at least a part of  the broader benefits generated, both as a

matter of fairness and as a way of incentivising such beneficial activities.
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■      the  lack  of  appropriability

problem is even more acute if  beneficial industries are not only unable to

reap the full benefits of their investment (because their positive  externalities

are not compensated) but, in addition, they have to compete with producers

who are not required to pay for their negative externalities (e.g. pollution) or

are  massively  subsidised  for  political  economy  reasons  (e.g.  fossil  fuel

subsidies).

■    in the absence of  State action, through so-called

sunrise  policies ,  some  of  these  beneficial  industries  may not  be  able  to

access  sufficient  financial  resources  (e.g.  because  lenders investors  are

reluctant  to  support  producers  in  early  stages  or  are  unfamiliar  with  the

sector).  Investors tend to prefer  investing in incremental  improvements of

existing  technologies  rather  than  in  the  more  speculative  and  riskier

emergence of truly new technologies. This inherent bias may hinder or delay

innovation unless States help to reduce the risk or facilitate access to finance.

■    sunrise policies may also help companies to go through a

learning-by-doing  process that can eventually result in the realisation of an

– until then – latent comparative advantage (a comparative advantage that

could only emerge after the industry had grown sufficiently). 

■     without  some  initial  support  that  allows

companies  to  reach  a  certain  volume  of  production,  a  competitive  ratio

between the costs per unit produced and the revenues of  the company may

not be achieved.

■   State  action  may  facilitate  virtuous  circles

among different complementary industries that emerge and thrive together in

a symbiotic manner, as in the example of Silicon alley.

■     much  in  the  same  way  as  the

emergence of complementary industries can generate synergies, the absence

of some industries may prevent the emergence of some others or make them

less competitive.

These  policy  rationales  as  well  as  the  role  of  government  action  in

addressing them are discussed in great detail in the  Green Economy Report

published  by  UN  Environment  in  2011,  in  the  run-up  of  the  2012  Rio

Summit on Sustainable Development (see below in section 2.2.)

The types of policies that can be used to address these market conditions and

failures  have  been  organised  under  different  headings,  with  references  to

soft  (general  market  organisation)  and  hard  (more  targeted  and

differential)  industrial  policy,  sunrise  (promoting  the  emergence  of

industries)  and  sunset  policies  (phasing-out  certain  industries),  among

others. Green industrial policy can also rely on such distinctions. owever,

as noted earlier, green industrial policy is not merely a repetition of industrial
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not only a national, but global context. At the core of such integration is the

idea that  decoupling  growth from environmental  degradation is  possible

through a carefully assessed set of  policies and that it can be a key strategy

for States to be competitive in the economy of the future.

The instruments of  green industrial policy are intended to enable or trigger

structural  changes,  particularly  in  situations  in  which  so-called  market

failures ,  or  imperfect  market  conditions,  prevent  the  structural  changes

required  to  shift  to  a  global  green  economy. They  seek  to  set  the  right

incentives  for  facilitating  this  shift,  while  boosting  a  country s  economic

competitiveness  and  promoting  sustainable  growth.  The  following  list

( osbey (201 )) identifies some of  the most common policy rationales for

green industrial policy. They are further developed and placed in context in

chapters 2 to 7 by making reference to specific examples

■    investment in the development and production of

goods,  services  and  works  that  have  benefits  in  terms  of  inclusiveness,

environmental  protection,  or  technological  spillover  cannot  be  realized

through  mere  market  forces  (i.e.  through the  price  of  the  goods  sold  or

services  provided).  States  can  take  action  to  internalise  these  positive

externalities  by  ensuring  that  providers  of  these  goods  and  services  are

compensated for at least a part of  the broader benefits generated, both as a

matter of fairness and as a way of incentivising such beneficial activities.
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policy approaches. It has a wider set of ob ectives and it relies on a wider set

of  policy  instruments,  including  environmental  policies.  At  the  heart  of

green industrial policy is the need to integrate different ob ectives, including

productivity, growth inclusiveness and environmental protection, through a

wide  set  of  policies  capable  of  decoupling  growth  from  social  and

environmental degradation.

As discussed next, the            

             

       . A variety of

resources and tool-kits, including some addressing green industrial policy in

general (e.g. PAGE s r ct t oner  G e to tr te c Green n tr  o cy

(201 ),  or   Green  n tr  o cy  o c e  or  pport n  Green

n try (2011)) and others more focused on trade aspects (e.g. UN Environ-

ment s  Green Economy n  r e (201 )), are reviewed in section 2 of  this

chapter. Diverging opinions exist

on the desirability of some trade-

related  green  industrial  policies

presented  in  this  manual,  their

environmental  and  economic

impacts and their potential risks.

A survey of the empirical literat-

ure  relating  to  the  advantages

and disadvantages of some trade-

related green industrial policies is

provided in  osbey (201 ).  The

empirical aspects of green indus-

trial  policy  in  general  are  dealt

with in more detail in UN Envir-

onment  DIE (2017c). 

Importantly, policy makers must

take  into  account  the  fact  that,  depending  on  their  design  and

implementation, trade-related green industrial policy tools may be consistent

or inconsistent with the international obligations of  a State in the areas of

trade, investment and environment.2 This key issue has been identified and

explained in detail in some recent studies ( i uales (2012)  i uales (201 )

u Salzman (201 )  Dupuy i uales (201 )  oute (2017)).   

         

         

2 UN Environment is developing an International Investment Agreements and Inclusive Green

Economy Policy Note, which will provide a concise introduction to the relations between green

industrial  policy  and  international  investment  agreements.  or  a  detailed  account  of  these

relations see i uales (2012).

Green industrial olicy

is not mere y a

repetition of industria

po icy approaches  

It has a ider set o

o ecti es and it re ies

on a ider set o  olicy

instru ents  inc udin

environmenta  po icies
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     . It is intended to give policy

makers  an overview of  the  tools  available  and clarify  their  structure  and

operation,  while  outlining their  implications with  regards  to  trade  policy,

referring to the most  relevant examples (successful  but also unsuccessful),

and pointing to more specific tool-kits.

  Trade related reen industrial olicies

This manual focuses on a sub-set of  green industrial policies, namely trade

policies  that  can  be  harnessed  to  promote  green  industries  and  green

industrial policies that are particularly relevant from an international trade

perspective. The first category includes typical trade policies, such as tariffs

and other border measures or provisions in trade agreements, which can be

used to conduct green industrial policy or to secure policy space for domestic

instruments  that  promote  green  industrial  policy.  The  second  category

encompasses  policy  instruments,  such  as  subsidies  and  other  support

schemes, standards and public procurement, which due to their influence on

trade  are  highly  regulated  in  international  trade  law. This  category  also

covers  employment-related  policies,  because  trade  normally  entails  ma or

structural ad ustment. This, together with the transitional dimension of  the

move to a green economy, calls for adequate employment and social policies.

or ease of  reference, both categories will  be referred to as  

  .

The selection of  the six policy tools presented in this manual is based on

discussions  among  PAGE  partner  organizations  as  well  as  on  the

consultation of  five external experts. The focus on trade is part of  current

efforts of  PAGE to advance the trade and environment agenda under the

umbrella  of  the        

   ( ).  As  noted  above,    on

partnerships  sees  trade  as  one  of  the  activities  through  which  the

implementation of  the  SDGs can be promoted and achieved.  Trade, and

more  generally, the  connection  between  trade  and  the  transition  from  a

brown to an inclusive green economy, are mentioned in several substantive

SDGs. or example    on food security mentions the need to remove

distortive  barriers  in  agricultural  markets  the  need  for  international

cooperation in the diffusion of clean technologies is highlighted in   as

a  means to  ensure  access  to affordable, reliable, sustainable  and modern

energy    on sustainable and inclusive economic growth refers to an

increase of  Aid for Trade support to developing countries, particularly least
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developed countries    on industry, innovation and infrastructure refers

to  the  development  of  quality,  reliable,  sustainable  and  resilient

infrastructure ,  to  the  promotion  of  inclusive  and  sustainable

industrialization  and  to  the  upgrading  of  infrastructure  and  retrofit

industries to make them sustainable, with increased resource-use efficiency

and greater adoption of  clean and environmentally sound technologies and

industrial  processes    on the conservation and sustainable use of

oceans mentions the removal  of  distortive fisheries subsidies    on

sustainable consumption and production patterns mentions the promotion of

public  procurement  practices

that are sustainable .

Thus,  trade  is  at  the  heart  of

the  20 0  Agenda  for  Sustain-

able  Development.   

     

   

    

   

   

   

  

 The  manual  sup-

ports  this  by  providing  a

general overview of the state of

trade  law  relating  to  the  six

policy  tools  discussed  in  the  following  chapters.  Overall,  the  manual  is

intended as a practical and policy-relevant tool-box to guide national partners

in exploring the use of the main trade-related green industrial policy options.

It  is  targeted  primarily  at  national  policy  makers  and  green  economy

professionals, but also to negotiators of trade and investment agreements. 

rade is i ly re ulated

and countries must ta e

into account the lo al

re ional and ilateral

ra e or s in

considerin  the adoption

of domestic po icies or

ne otiatin  internationa

a reements
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  T  l   o  o x
o   l ol  o

  er ie  o  e istin  resources

Over the last years, the organisations forming PAGE as well as several other

organisations have developed a number of  resources and tool-kits to guide

States in their efforts to conduct a green industrial policy to transition from a

brown to  an  inclusive green  economy. These  resources  have covered  five

main areas, namely the conduct of green industrial policy in general (section

2.2), trade aspects of  the transition to a green economy (section 2. ), some

specific  sectors  (e.g.  green  obs,  renewable  energy,  fisheries,  agriculture,

tourism,  etc.)  (section 2. ),  some specific  tools  and processes  (e.g.  public

procurement, provisions in trade agreements) (section 2. ), and some specific

countries  (section  2. ).  The  main  resources  in  each  of  these  areas  are

discussed in turn  and the complementarity with this manual  is  indicated.

These and other resources are also mentioned in the subsequent chapters, as

relevant, in a dedicated section at the end of each chapter.

  Green industrial olicy

Among the many resources that government officials can use to develop a

green industrial policy strategy, two stand out. The first is the comprehensive

Green Economy Report published in 2011 by UN Environment in advance of

the Rio Summit on Sustainable Development (2012). This report was a key

step in

■ hallenging  several  misconceptions  regarding  government  action  in

facilitating the allocation of capital  

■ Revealing a growing consensus on the need for action to transition to a green

economy  and 

■ Providing a detailed discussion of  how to reorient enabling conditions such

as  national  regulations,  policies,  subsidies  and  incentives,  as  well  as

international market and legal infrastructure, trade and technical assistance

from a system implicitly biased in favour of  a brown economy (relying on

fossil fuels, resource depletion and environmental degradation) to a system

favouring a green economy. 

The focus of the report is on the economic and environmental rationales for

embracing the transition. It is therefore not intended to offer a policy tool-

box for action, but as an important reference for government officials and

policy  makers  in  understanding  the  implications  of  a  transition  and,

crucially, in advocating it. 
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Another significant resource is  the PAGE report  led by UN Environment

and produced in cooperation with the German Development Institute ( ),

Green  n tr  o cy  oncept  o c e  o ntry  E per ence  (UN

Environment DIE (2017c)). This report provides an up-to-date overview of

the debate on Green Industrial Policy in a development context. It refines the

conceptual  understanding  of  green  industrial  policy  and  its  potential  for

driving  structural  change. In  addition,  it  demonstrates  environmental  and

economic co-benefits of  green industrial policies and provides an overview

over policy instruments available. 

A third important resource was developed by UNIDO in the context of  a

PAGE pro ect,  which  resulted  in  a  r ct t oner  G e  to  tr te c  Green

n tr  o cy n  pp ement to t e G e (201 ). The guide, together with

its supplement, provide a detailed description of  the process through which

green industrial policies can be identified, assessed and implemented. The

guide  organises  this  process  in  six  phases  and  provides,  for  each  phase,

detailed procedural suggestions, including stakeholder coordination

■   igh-level vision setting (it must rely on an influential lead, provide

a long-term view, and rely on sufficient consultation and engagement with

relevant stakeholders)

■   Stock-taking (policy and data stock-taking for baseline-setting and

benchmarking, conducted in parallel with phase 1)

■   Prioritising intervention areas and goal-setting 

■   Policy domains and policy instruments (identification of  specific

domains,  e.g.  product,  capital,  land,  labour  or  technology  markets,  and

policy tools)

■   Policy  pathways  design  and  impact  assessment  (identifying

scenarios  according  to  policy  choices  and  assessing  the  impact  of  each

scenario, conducted in parallel with phase )

■   Implementation  (the  output  would  be  a  strategic  document

identifying the baseline, the opportunities, the vision agreed, the priorities

set,  the  policy  instruments  selected,  the  strategy  to  reach  it,  including

benchmarks).

The  guide  provides  a  variety  of  concepts  and  tools  to  be  considered  in

managing  each  phase.  As  such,  it  offers  a  useful  basis  for  government

officials  and  policy  makers  to  organise  the  process  of  introducing  and

conducting green industrial  policy. Its  focus is  not on trade but on green

industrial  policy  in  general  and  it  only  provides  a  concise  overview

(particularly in  the supplement)  of  the  policy tools  available. The present

manual  is  thus  complementary  in that  (i)  it  focuses  specifically on trade-
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related green industrial policy tools and (ii) it provides a methodology that is

fully  consistent  with  the  more  general  methodology  of  UNIDO s  guide

(particularly as regards phases 2, ,  and  of that methodology).

A  fourth  resource  is  the  development  of  country-level  green  industry

assessments  by  UNIDO, within  the  framework  of  PAGE.  So  far,  four

country  assessments  have been developed  with  a  focus  on   

(201 ),  (201 ),  (201 ) and  (201 ).

  Green cono y and Trade

ollowing  the  2012  Rio  Summit  on  Sustainable  Development,  UN

Environment  undertook  the Green  Economy  and  Trade  Opportunities

Pro ect  ( )  to  identify  and  enhance  possibilities  for  sustainable

international trade. The founding piece of  this pro ect is the report  Green

Economy n  r e  ren  en e  n  pport n t e  (201 ), which has

been followed by a number of  specific reports focusing on the potential of

certain  sectors  in  specific  countries,  including  solar  energy  exports  from

 (201  and 201 ), certification and biotrade exports in  (201  and

201 ), sustainability standards in aquaculture in   (201  and 201 ),

sustainability  standards  in  the  agricultural  sector  in   (201 ),  and

organic farming in    (201 ).  The pro ect  follows a case-based

approach with a combination of  enabling conditions in specific sectors as

applied to particular countries in order to take advantage of sustainable trade

opportunities. Its     differs from the 201

UNIDO Guide. The material is mostly organised around different types of

sectors, particularly agriculture, fisheries and aquaculture, forestry, energy,

manufacturing, and tourism. Government officials can make good use of this

resource when considering action in these specific sectors and they can also

request a more specific study of trade opportunities in their own economies,

as in the case of Ghana, Peru, hile, ietnam and South Africa. Unlike the

present manual, the GE-TOP report is not concerned with presenting a tool-

box of  trade-related policy measures that can be explored by a country to

harness  trade  for  green  industrial  development.  This  is  the  main  area  of

complementarity between the GE-TOP report and the present manual.

The second resource that must be noted is the third edition of  r e n

Green  Economy   n oo ,  developed  by  UN  Environment  and  the

International Institute for Sustainable Development ( ) and published in

201 . This handbook provides an accessible and comprehensive discussion

of the legal aspects of the trade and environment nexus, including the orld

Trade Organisation  system and free trade agreements. Government

officials can refer to this resource when seeking to understand the legal space

for  the adoption of  certain  green industrial  policy measures.  The present
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manual discusses these dimensions too, but focuses specifically on certain

types of  policy measures, whereas the handbook provides a more general

account of the law in this area.

The third resource that is worth noting is the e-learning course on  Green

Economy  n  r e developed  by  UNITAR  in  collaboration  with  UN

Environment within the context of  a PAGE pro ect. This e-learning course

provides an introduction to the trade-related opportunities arising from the

transition to a green economy and relies on a variety of  sources, including

the  two resources  previously  discussed.  Its  contents  are  organised in  five

modules, namely one introductory module on trade and the green economy,

one  module  providing  an  overall  view  of  the  analytical  framework  that

government officials can rely on when exploring trade-related opportunities

(enabling  conditions,  policy  assessment  and  design,  sectoral  and  cross-

sectoral opportunities, and specific domestic and international actions), two

sectoral modules (one on sustainable agriculture and the other on renewable

energy), and a module concisely introducing the main rules of international

trade  law. Unlike  the  present  manual,  the  learning  course  is  simply  an

introductory resource, not a tool-box.
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Despite the different perspectives taken in the resources discussed so far, the

material presented in them and their recommendations are consistent and

complementary with the contents on the present manual.

  ector s eci ic and cross sectoral resources

Many  resources  have  been  developed  for  specific  sectors.  The  reports

available  are  numerous  and,  therefore,  only  those  that  stand  out  can  be

mentioned here. 

ith respect to the agricultural sector, organisations such as the ood and

Agriculture  Organisation  ( )  regularly  publish  reports  providing

authoritative data on agricultural markets, including  e t te o  oo  n

r c t re or  e  t te  o  r c t r  ommo ty  r et .  Two  other

organisations, the Research Institute of Organic Agriculture ( ) and the

International  ederation  of  Organic  Agriculture  Movements  ( )  –

Organics International, published annually a report on e or  o  r n c

r c t re, that also provides authoritative data. 

There  are  also  a  number  of  regular  authoritative  publications  on  energy

markets, such as those of  the International Energy Agency s or  Ener y

t oo  or  REN21 s  Rene e   G o  t t  Report.  The

International Renewable Energy Agency ( ) also publishes a series of

handbooks on questions such as biogas for road vehicles, electric vehicles,

biofuels  for  aviation,  long-term modelling  of  renewable  energy  scenarios,

wind power, smart grids, and many others. 

A cross-sectoral area where several resources have been developed is green

obs. Some tools that stand out include UN Environment ILO s, Green o

o r  ecent  or  n   t n e  o c r on  or  (200 ),  IRENAs

nn  Re e  o  Rene e Ener y n  o , and above all the ILO s work

on green obs, such as e n  Green o  otent  n e e op n  o ntr e

 r ct t oner  G e (2011) and the  G e ne  or  t tr n t on to r

en ronment y t n e econom e  n  oc et e  or  (201 ). 

Other selected resources are mentioned in the tool chapters of  this manual.

As a general matter, this manual adopts a cross-sectoral approach focusing

on trade-related policy tools to promote green industrial development in a

variety of sectors.

  Tool s eci ic resources

Many resources exist  on specific policy tools relevant for this  manual.  In

some  cases,  these  resources  provide  a  much  more  comprehensive

presentation of  the policy tools discussed in the present manual. The most

important and up-to-date ones are mentioned in the tools chapters of  this
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manual.  The  relation  between  such  resources  and  this  manual  is  one  of

specificity. hereas the resources in question can provide great detail with

respect  to  a  tool  such  as  local  content  requirements  or  green  public

procurement, among others, this manual is intended to provide a full 

  allowing government officials and policy makers to identify and

understand the main varieties of each policy tool and, as the case may be, to

go deeper in the investigations of one or more of them.

  ountry s eci ic resources

Much  of  the  work  of  the  PAGE  partner  organisations  is  to  assess  the

situation of specific countries and develop tailored recommendations on how

to develop green industries, including through trade-related green industrial

policies.  A simple  search  in  the  databases  of  ust  one  organisation  (UN

Environment) shows that it has developed several dozen reports and briefs

relating  to  trade  and  the  green  economy  for  at  least  twenty  different

countries. Some examples were mentioned in the context of UNIDO s green

industry assessments (see section 2.2. above) and the GE-TOP programme

(see section 2.  above). 

Of  particular  relevance  for  the  present  manual  are  the  Green  Economy

n try  n  r e  e ment       

  which can be seen, to some extent, as an implementation of

the  manual.  The manual  provides  a  general  methodology  to  identify  the

questions that must be considered when conducting such assessments for a

specific  country,  with  particular  reference  to  the  menu  of  policy  tools.

owever,  instead  of  focusing  on  the  economic  opportunities  not  fully

explored  by  certain  countries  in  their  green  economy  and  trade  sectors,

which requires a country-specific analysis, the focus of the manual is on the

policy instruments that may be used to promote these sectors, as well as on

the implications of using them from a trade policy perspective.
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  o  o   l  
o olo l o

The methodology presented in this manual has been specifically designed to

complement  previously  reviewed  tool-kits  and  manuals,  particularly  the

process  guidance  developed  in  UNIDO s  r ct t oner  G e  on  tr te c

Green  n tr  o c e  It  can  be  used  in  two  main  ways.   

        by  government  officials,

policy-makers and or trade negotiators who want to consider a wide range

of trade-related policy options to advance certain pre-set goals. The manual

will  be  helpful  for  decision  makers  working  on  various  policy  areas,

including  but  not  limited  to  industrial  development,  economic  policy,

labour, environment,  and trade  policy. rom this  perspective, the  manual

offers a tool-box that can be used much in the same way as other general

tool-boxes reviewed in this chapter and subsequent ones.   

              

            

   . This is the type of  process that the UNIDO

guide  envisions  and  where  trade-related  options  are  but  one  aspect  of  a

broader policy process. The         

     .

Specifically, within the broader six-phase process introduced in that guide,

the methodology presented provides decision makers with more information

on phases 2 to , namely (2) stocktaking, ( ) prioritising intervention areas

and  goal-setting,  ( )  selecting  policy  domains  and  policy  instruments,  ( )

designing and assessing policy pathways.     

       do not call for

additional specification and users of  this manual are referred to UNIDO s

guide for further information. igure 1 provides an integrated overview of

the methodology. 
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The   is intended to develop a sufficient understanding of

the initial conditions where trade-related green industrial policies could be

used. Of  particular importance is the understanding not only of  the socio-

economic basis (including enabling conditions such as appropriate resource

endowment and political social conditions, public investment and access to

credit,  adequate  infrastructure)  but  also  of  the  relevant  legal  and  policy

framework (enabling conditions such as the domestic legal and regulatory



Green Industrial Policy and Trade: A Tool-Box (2017)
UN Environment and UNIDO under the Partnership for Action on Green Economy (PAGE) 23Green Industrial Policy and Trade   Tool o  

UN Environment and UNIDO under the Partnership for Action on Green Economy (PAGE) 2

framework and the integration of  a country within international trade and

investment agreements). Some of  the trade-related policy tools discussed in

this  manual,  particularly  those  that  can  be  seen  as  soft  or  structural

industrial policies, may be used to ad ust these enabling conditions to make

them more conducive for more targeted or hard  green industrial policies.

owever, most trade-related green industrial policies tend to be specific and

therefore rather on the hard  side. 

The       is a very important

process that must rely both on the information arising from the stocktaking

exercise  and  on  strategic  considerations.  rom  the  perspective  of  this

methodology, the two main questions are the identification of  the specific

policy rationales or latent opportunities that the policies intend to address

and the identification of the specific goals to be achieved by doing so. Even if

the  stocktaking  process  indicates  that  several  challenges  require  action,

governments  may  prefer,  for  a  variety  of  strategic  and  political

considerations, to focus only on some of  them. urthermore, as it  is  not

always clear where a latent comparative advantage of  a country lies, policy

making  upon  that  basis  always  entails  some  degree  of  uncertainty. This

makes  political  leadership  and  stakeholder  consultation  in  phase  1

particularly important and highlights the need for careful assessment of  the

measure before and during implementation. ountry-specific Green Industry

and Trade Assessments, such as those conducted for Ghana and Peru can

help  governments  identify  opportunities  for  trade-related  green  industrial

policy in their specific country context.

The       must  be  based  on  the  specific  policy

rationales  that  the  government  aims  to  address.  Not  every  trade-related

policy tool may be effective or useful to address every challenge. This manual

provides  guidance  in  this  regard  by  identifying  six  trade-related  green

industrial  policy  tools,  each  with  its  different  varieties  explored  in  the

practice of States, and by linking them to specific policy rationales. The tools

are, as mentioned in figure 1, border measures, support-schemes, standards,

sustainable  public  procurement  and  manufacturing,  provisions  in  trade

agreements, and employment-related schemes. 

Once the policy rationales and the most appropriate policy tools have been

identified, it  is important to        

          

  This manual provides guidance on the wide variety of  design

options for each trade-related green industrial policy tool as well as on their

consistency with international agreements. The room left for green industrial

policy in international trade law is not without limits and these must be taken

into account in designing a strategy. Similarly, the social and environmental

impacts  of  such  policies  must  be  assessed.  This  manual  provides  some

guidance  on  assessment  methodologies  in  connection  with  employment-
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related schemes, which are partly a tool to reduce adverse impacts. urther

guidance on integrated policy assessments can rely on some useful resources

developed by UN Environment, namely the Re erence n  or nte r te

e ment o  r e Re te  o c e  (2001),  the  r n n  Re o rce n

nte r te  e ment (with  focus  on  trade-related  policies)  (200 ),  the

nte r te  o cy n  or  t n e  e e opment   Re erence  n

(200 ) and the more recent G e ne  or con ct n  nte r te  En ronment

e ment  (2017).  These  resources  provide  a  range  of  approaches  and

methodologies presented in a very practical manner.

The methodology outlined in this section will be recalled at the end of each

of  the tool chapters of  this manual and ad usted to the specific policy tool

discussed in the chapter. A carefully selected list of  additional resources is

provided at the end of each chapter for further reference.
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