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1. The challenge, the new reality: keep growth trajectories in the transition

* Break the false dichotomy between growth strategies and low-emission
pathways

* In challenging times for climate political commitment, it is crucial to
understand the socio-economic co-benefits of the low-carbon transition
and the opportunities it offers — domestically and collectively

* Despite a volatile international political discourse, the inertia towards
low-carbon technological solutions and growth strategies remains
strong — including in the developing world, driven by industrialization

* The last few G20 Presidencies prioritized the convergence between the
climate and the broader sustainable development agendas

* Considerable challenges remain, and the de facto crisis of multilateralism
poses risks to hard-fought gains — and climate responsive decision making §
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2a. Industry as part of the problem... and the solution

e One third of global CO,
Share of green patents . .
by productive emissions can be

Industry's contribution to global emissions in 2020

i . . Utility heat and electricity for non-indust
reduced by industrial R S - 340
H H Utility electricity production for industry Industry's 3,556 (38.3%)
decarbonization 300 (%) contibution o tron and steel
Direct non-energy industry E:I:SIE:;
N ... TWo sectors concentrate 9,279 (26.8%) 13079 (37.8%)
. .. Land transport
the highest emissions 5721 (16.5%)
Fossil fuel production own use
... Moreover... - 3o 6%) S
Buildings Cement and lime
. . . . 2,709 (7.8%)
susinesssenics  *  Industrial innovation is Shipping
. - 815 (2.4%)
BT 1race essential to develop suistion 179119.3%)
S 39 Utilities i . 583 (1.7%) Other industry
2%, Construction gree n teCh no I Ogy. Agriculture and forestry Other chemicals
2%, Ed‘uation o l 292 (11%) ther C'EIIIIC 426 (4.6%)
2%, Primary activities Ammonia 420 (4.5%)
1%, Government ° 6 out of 1 0 g reen Non-ferrous metals 163 (1.8%)
::: ::;:ess:::( . ] 2,000 4,000 6,000 8,000 10,000 Pulp and paper 123 (1.3%)
r es
e patents are in
0% {Health f .
Transport manuta Ctu rl ng Source: Background palicy brief prepared by Bataille and Alfare (2023) based on IEA (2023a).

* The highest R&D
share and intensity
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2b. The opportunity of the (green) industrial policy renaissance

After years of deprioritization, today most countries are using
Industrial Policies (IPs) as crucial economic policy tools.

* A new generation of IPs are showing the potential to drive green
innovation and transformation

* The rationales vary and include:

IP duplicated
4’8 in the last 10
years.

2009 2010 20M 2012 2013 200 2015 2016 2017 2018 2019

* Jobs and Growth

* Innovation and digitalization
* Meet climate commitments
* Strong SDG correlation

* Trade considerations

* National security

Proportion of industrial policy
over total policies (%)
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Source: UNIDO elaboration.

Industrial policy (IP) seeks to change the structure of the economy towards sectors, technologies, or tasks
that are expected to offer better prospects for economic growth or societal welfare.
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2c. Opportunity, but need for greater international cooperation

Assessment of SDGs 7, 8 and 9: how far is the developing world from the 2030 targets?

Before COVID-19, developing
countries were, on average,
reducing the SDG gap by 0.33
percentage points per year.

But it is primarily driven by high-income economies.

In 2021, developing countries
were, on average, 80%

If developing countries cannot match behind in terms of the SDG

more IPs are implemented the efforts of advanced ones, they target on innovation.
by high-income, highly will be relegated in the global land-
industrialized economies scape of industrial production.
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+ US CHIPS ACT: USD 52.78 in 2022- .......... ........
2032 to develop semiconductors @

. EU CHIPs ACT: USD 43B in 2023 High-income Low to middle-
2030 to develop semiconductors EI economies income economies

* Concentration of IP implementation in developed countries
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* SDG gaps in developing countries particularly in:
* Innovation, Clean energy, Employment

* Transformation of GVCs, including regionalization

* Financing, capacity gaps

International cooperation is needed to avoid widening inequalities any further



https://www.unido.org/sites/default/files/unido-publications/2024-06/Industrial%20Development%20Report%202024.pdf
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3. Diversification and innovation as key drivers of the required transformation

't \i X \_3 | f H é@%\, *  Production transformation aims to achieve climate goals
while increasing, i.a., competitiveness and resilience

* Economic and development literature (e.g. on green “product
space”) points to opportunities for developing countries and
latecomers based on “green windows of opportunity”

* Existing capabilities and value chain characteristics can offer
opportunities to diversify production towards green products

* Policies should strategically address the capabilities
required to produce green products as relevant to their
product competitiveness. Green products will have
greater growth potential in a country the closer they are
to products with high competitiveness.

* Support to developing countries should not only look at
technology transfer, but also aim to strengthen innovation
and its ecosystems.
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4a. Policy implications for developing countries: keys for success

Benefits: early greening (rather than delaying) can provide a competitive advantage:
* Countries gain foothold in markets of the future
* Avoid lock-in of energy-intensive pathways -> “green windows of opportunity”
The challenge: building up production capabilities:
* Innovation is path-dependent on productive capabilities

* Green industrial policies must be adapted to each country’s unique economic and social context and its
pre-existing capabilities
Key considerations:
* Fluid stakeholder dialogue: public agencies, higher education, financial institutions, private sector;
* Resources for patient capital that can be deployed to finance long-term R&D;
* Stable demand-side policies: effective use of public procurement policies and incentives for consumers and
firms to avoid demand volatility for domestically produced local carbon technology;
* Strategically strengthen productive capabilities
* Targeted development of skilled human capital to produce and scale up low carbon solutions.
* No one-size-fits-all approaches
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4b. Policy implications: the need for global solidarity and cooperation

Domestic efforts alone will not be sufficient. Potential Vs. Realization Modern industrial policy
The international community must come together in solidarity to Collaborative Future-ready
support the most vulnerable countries by:
to ensure success amongst . .
. . ) . T T gt to avoid surprises and
* Ensuring expanded and sustainable financing govemments alone cannot make the most of the
solve the challenges of opportunities.

* Supporting the development of government capabilities to today’s world.
design and implement a modern industrial policy.

* Supporting the transfer of new technologies and domestic

-, SDG-oriented Regionally
efforts to adapt them to the local conditions. coordinated
* Supporting the development of new skills, incl. of MSMEs, to to give a clear direction u:l:oa::ufti: ﬁ:ﬁigﬂieannt?al
reduce unemployment, increase productivity, and improve living of change. among neighbours.

standards.

* Opening the policy space.

Failing to do so will exacerbate inequalities, and with them poverty, hunger and insecurity
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5. Useful tools

*  We are not starting from scratch. There is growing attention among 10s on green industrial policies.

* UNIDO, as a specialized agency on inclusive and sustainable industrial development, offers a wide array of services to
support these topics for sustainable development.

GOALS

Useful UNIDO instruments include:

INDUSTRIAL
DEVELOPMENT
REPORT 2024

. Diversifying Industries and Value Chains for export (DIVE) tool

. Enhancing the Quality of Industrial Policies (EqulP) tool

. Multilateral Industrial Policy Forum

OECD Development Pathways

Production Transformation
Policy Review of Egypt

EMBRACING CHANGE, ACHIEVING PROSPERITY

. Industrial Development Report

o Sa
° Industrial PO“CV Lab ( P L) Multilateral Industrial Policy Forum

23-24 October 2024 | Riyadh, Saudi Arabia and online

*  Global Cleantech Innovation Programme e

The Role of the G20
in Promoting Green
and Just Transitions

. PAGE policy toolkit and online courses

. Council of Engineers for the Energy Transition (CEET)

. Clean Energy Value Chains in Africa (CLEVA)

@)0ecD M (@)

*  Policy coherence to achieve multiple, interconnected, goals —joint OECD/UNIDO/ILO/UNCTAD report for the G20

. Production Transformation Policy Reviews



https://stat.unido.org/initiatives/dive
https://www.unido.org/learning-resources/equip-project
https://www.unido.org/events/multilateral-industrial-policy-forum-2024
https://www.unido.org/sites/default/files/unido-publications/2024-06/Industrial%20Development%20Report%202024.pdf
https://www.unido.org/news/unido-launches-industrial-policy-lab-south-africa-and-asia#:~:text=This%20global%20initiative%20will%20assist%20Member%20States%20in,engaging%20key%20stakeholders%20in%20innovation%20and%20industrial%20development.
https://gcip.tech/
https://archive.un-page.org/files/public/green_industrial_policy_book_aw_web.pdf
https://unccelearn.org/course/view.php?id=94&page=overview
https://www.unido.org/CEET#:~:text=Under%20the%20auspices%20of%20the%20UN%20Secretary-General%2C%20the,engineering%20pathways%20to%20achieve%20comprehensive%20decarbonization%20by%20mid-century.
https://uneca.org/eca-events/sites/default/files/resources/documents/ACPC/ACS2/unido_afrec_unido_cleva_acs_side_event_v3.pdf
https://www.unido.org/sites/default/files/unido-publications/2024-11/The%20Role%20of%20the%20G20%20in%20Promoting%20Green%20and%20Just%20Transitions.pdf
https://www.oecd.org/en/publications/production-transformation-policy-reviews_9789264276628-en.html
https://www.unido.org/events/multilateral-industrial-policy-forum-2024
https://www.unido.org/sites/default/files/unido-publications/2024-06/Industrial%20Development%20Report%202024.pdf
https://www.oecd.org/en/publications/production-transformation-policy-review-of-egypt_302fec4b-en.html
https://www.unido.org/sites/default/files/unido-publications/2024-11/The%20Role%20of%20the%20G20%20in%20Promoting%20Green%20and%20Just%20Transitions.pdf
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Thank you!

g.desimone@unido.org
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Additional slides
Key areas of sustainable industrial policies
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IP Focus: Innovation and Technology-Driven Transformation

Developing green technologies s a

precondltlon for the energy transition. Public demonstration and testing of ADP technologies

Industry 4.0, Al, and automation are making Capital constraints

. . L. Adoption of ADP Subsidized loans
industrial processes more energy-efficient

technologies Expert advice and technical assistance

Low absorptive capabilities | Digital skills development programmes

Attraction of foreign qualified workers

ecosystems, skill development, and |Suppliergaps | Supplier development programmes
: : : : Technology transfer conditionalit ducti
international collaboration to effectively Specialization in low value
. . .. . . added segments oint ventures
integrate Al into their industrial strategies Creation of ADP

Developing countries must prioritize robust Al
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hnol . . ial | technologies Public funding for basic research on digital
Techno ogy cooperation Is essential to close Low research capabilities technologies

existing technological gaps between
developed and developing countries Wote: ADP = Advanced digtal production.

Source: UNIDD elabaration based on background note prepared by CIP (2024).
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IP Focus: Decarbonization (of the energy system)

Decarbonization implies abandoning  Ppriorities  Challenges ~ Policy Instruments

possible but requires bold policy actions
and transformative innovation.

Achieving these tasks requires an

entrepreneurial state that nurtures
innovation in areas of great societal
relevance. Sauree: UNIDO elabration.

technologies that are often profitable for
private producers but costly to society and
the environment due to their emissions.
Decarbonizing industry is technically
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IP Focus: Inclusive Industrialization for Job Creation, Skills and Just Transition

* Just transition

* To minimize costs for workers, investing
in green skills development as part of
green industrial policies is essential

* As carbon-intensive industries become
greener, workers currently employed in
these industries need financial
compensation and reskilling

* Industrial policies intended to create
jobs should focus on the whole
industrial ecosystem.

Challenges Policy Instruments

Limited linkages to local
suppliers

Difficultie
standards

Lack of skills
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Small-scale of production
Formalization

Technology bias
mitigation

pment of appropriate
technologies

Source: UNIDD elaboration.

Click here for more

eting quality

Temporary tariff protection for infant industries
Clusters creation around infrastructure development
Establishment of thematic industrial parks or zones

Consultancy services for quality management and
ertification

Technical and vocational education training

Retraining programmes for skills mismatch

Grants and loans for small and medium-sized
enterprises (SMEs)

solidated public procurement
Grants for market studies

Directed innovation programmes

Support for indigenous technologies


https://www.unido.org/sites/default/files/unido-publications/2025-03/IID%20Policy%20Brief%2018%20-%20Multiplier%20effect%20of%20industrial%20jobs.pdf

