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Abstract

Policy coherence is essential to achieve the 17 Sustainable Development Goals (SDGs) of the 2030
Agenda. We recommend that the G20 (a) puts policy coherence for sustainable development (PCSD) to
the forefront of its actions and (b) focuses on policy areas, where coherent actions can make a
difference. Priority should be given to (i) improved coherence in the context of trade and investment
policies, (ii) a comprehensive approach towards climate policy that extends beyond climate targets, (iii)
these issues in the context of the partnership with Africa, and (iv) the policy coherence set-up within the
G20.

Challenge

The 2016 G20 Leaders’ Summit endorsed the ‘G20 Action Plan on the 2030 Agenda for Sustainable
Development’. [1] [2] A main objective of the German G20 presidency is to ‘make progress on realising
the goals’ of this Agenda not only in G20 countries themselves but also through their international
cooperation with, for example, developing countries. Although the Action Plan acknowledges the
importance of policy coherence, we argue that increased efforts are required to meet pertinent
challenges, including those related to cross-sectoral and transboundary linkages and policy spillover
effects. This should involve building coherence:

e between policies (e.g. between trade policy and development cooperation policy)
e regarding the policy impacts on different SDGs (e.g. the impact of infrastructure investment
on growth as well as its long-term implications for greenhouse gas emissions)
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e regarding the domestic and external dimensions of policies and related impacts (e.g. the
impact of trade policies on growth and employment at home as well as abroad).

Policy coherence requires the recognition of interlinkages between goals, including those with
crosscutting targets — most notably the objectives of ‘leaving no one behind’ and reducing inequality
within and among countries. The identification and assessment of these interlinkages is a precondition
for coherent policies that foster synergies, avoid or manage trade-offs, and address spillovers between
different SDGs.

For effective and coherent policies, possibly across different sectors, the recognition of the
importance of interlinkages is only the first step. In fact, the ‘G20 Action Plan on the 2030 Agenda for
Sustainable Development’ mentions and cross-references multiple SDGs under each of the 15
Sustainable Development Sectors (SDSs), as defined by the Action Plan.

The next step to achieving the 2030 Agenda is to break up both ‘policy silos” and ‘silos in government’.
The G20 has undertaken initiatives in this regard — for example, through the ‘Multi-Year Framework
for Policy Coherence and Coordination on Human Resource Development between the G20
Development and Employment Working Groups’. These ‘whole-of-government’ approaches can
overcome silos and provide the basis for designing and implementing coherent sets of policies that
can otherwise fall under the auspices of one or several separately operating ministries, work streams,
or other administrative units. The G20 Action Plan on the 2030 Agenda explicitly acknowledges the
need for such approaches; however, more can be achieved.

The German presidency’s proposal to elaborate specific G20 contributions for implementation in each
SDS entails the risk that insufficient attention is paid to coherence. The 2030 Agenda was agreed with
the express goal of ensuring the concepts of universality and moving towards a more transformative
agenda. Instead of drawing up a potentially eclectic list of sectoral contributions, we recommend that
the G20 (a) puts policy coherence for sustainable development at the forefront of its actions and (b)
focuses on key policy areas where its actions can make a difference. The resulting policies will harness
synergies and address trade-offs between (i) policies in different spheres at the global and national
levels and (ii) different targets.

G20 leaders should make use of their unique position and comparative advantage to tackle
overarching issues. The following proposals put the focus on trade and investment policies, on the one
hand, and climate policy, on the other. In these two policy fields we see not only an urgent need for
action to achieve progress towards the SDGs but also a key role for G20 members. Paying attention to
policy coherence will render policies much more effective. We further specify these actions with a
particular focus on Africa and, finally, lay out some proposals on how to foster policy coherence in the
G20.

Proposal

Proposal 1: Coherence regarding trade and investment policies

Trade and investment policies are at the core of the G20 agenda. In light of the G20’s Action Plan and
the focus in the SDS ‘Trade and Investment’, G20 members should support a more proactive
positioning of trade and investment policies that can help to achieve the SDGs in their respective
countries and elsewhere. While the Annex of the G20 Strategy of Global Trade Growth underlines the
need to generate coherence between trade policies and investment policies, it does not indicate the
need for policy coherence for sustainable development. Yet, trade and investment flows —and G20
countries account for around 80 percent of these flows — shape the global patterns of production and
have multiple impacts on and interlinkages with different SDGs.
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Trade policies can entail many synergies [3]. For instance, providing duty-free and quota-free market
access to least developed countries (LDCs) helps to achieve SDG 17.12 (‘Realize timely implementation
of duty-free and quota-free market access’) but can also contribute to the achievement of other goals,
such as SDG 8 (‘Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all’). Moreover, reforming trade-distorting subsidies fosters
sustainable development. For example, (i) ending distortions in world agricultural markets (SDG 2.a)
can promote food security (SDG 2), whereas prohibiting harmful fisheries subsidies (SDG 14.6) can
help to conserve marine resources (SDG 14); meanwhile, reducing fossil fuel subsidies can promote
sustainable production and consumption (SDG 12) and contribute to combating climate change (SDG
13,SDG 7).

Yet, trade policies can also create trade-offs in the context of sustainable development. In light of
recent trends towards protectionism, the G20 should underline that protectionist trade polices put
into question pathways for economic development (in particular SDGs 8 and 9). The impacts on
growth and employment at home as well as the effects abroad have to be taken into account. Taking
the 2030 Agenda seriously can help to change the narrative around international trade (‘leaving no
one behind’). This could involve underscoring the fact that trade policy losers, and globalization more
generally, should be supported, for instance, through adjustment, education, and social policies.

Overall, the 2030 Agenda presents an enabling framework for the international trading system. For
instance, Goal 17 promotes a universal rules-based, open, non-discriminatory, and equitable
multilateral trading system under the World Trade Organization (WTO) (SDG 17.10). At the same time,
the WTO is increasingly undermined by the ever-increasing importance of bilateral/regional trade and
investment agreements, in particular towards the developing world.

Fostering coherence between trade and investment policies, the international trading system and the
aspirations of the 2030 Agenda is a formidable challenge that cannot be tackled effectively either in
the context of the WTO or the UN alone. The G20 forum is suitable to help these institutions bridge
that gap. The G20 brings together most of the important trading nations and has an institutional
structure (including the Trade and Investment Working Group) that can facilitate discussions about
coherence, reform needs, and policy options in the context of trade and investment.

Integrating sustainable development at all levels of trade and investment policies

The G20 leaders should live up to their commitment to ‘integrate sustainable development at all levels
of trade policy’[4]. This implies the need to integrate sustainable development objectives into
domestic G20 growth and investment strategies. At the international level the G20 should underline
the significance of sustainable development as a core frame of reference for international trade and
investment [5]. This could be achieved through a WTO General Council interpretive statement that
calls on WTO practice to interpret and promote trade rules so that they are in line with the 2030
Agenda [6]. In line with SDG 17, the G20 leaders should also renew their commitment to supporting
the multilateral trade system. In addition, the G20 should agree to promote trade rules that contribute
to supporting the implementation of the 2030 Agenda — for example, by reviving the Environmental
Goods Agreement and by fostering duty-free and quota-free market access for LDCs. In the context of
bilateral and regional trade negotiations, the G20 members should call for ‘global sustainable
development impact analyses’ that are conducted by the negotiating parties when new agreements
are being discussed. More generally, the G20 should commit to an open global economy, to curbing
protectionism, and strengthening a rules-based, non-discriminatory, and inclusive multilateral trading
system with the WTO at the centre [7].

Promoting sustainable investment principles as a vehicle for policy coherence

The G20 called its endorsement of the G20 Guiding Principles for Global Investment Policy Making a
‘landmark’ event. However, the G20 principles exhibit a number of deficiencies [8]. For example, the
G20 principle No. VIII places the burden of ensuring private investors’ observance of best practices
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and respect for human rights on host governments, while the UNCTAD Investment Policy Framework
on Sustainable Development, with its 10 principles, calls for a balance between investor rights and
their obligations. The G20 principle No. Il emphasizes a conducive environment for investment,
stating that ‘investment policies should establish open, non-discriminatory, transparent and
predictable conditions for investment’, whilst the UNCTAD framework points out that openness of
investment policy should be in line with each country’s growth or development strategy. The G20 has
also worked with the Organisation for Economic Co-operation and Development (OECD) on High-Level
Principles on Long-Term Institutional Investment (LTIl), which has been key for boosting investment
from billions to trillions in the developing world. Sustainable development concerns should play a
more prominent role than they currently do, both in the context of the G20 Guiding Principles for
Global Investment Policy Making and in the context of the High-Level Principles on LTII.

Proposal 2: Inclusive climate policy

Policy coherence for sustainable development will be crucial for achieving progress with regard to the
Paris agreement because effective climate policies have real impacts on the economy at large as well
as on individual sectors (e.g. agriculture, forestry, energy, and transport). Interlinkages between
climate policies with various other SDGs need to be considered and understood. Obviously, most
climate policies are directly related to energy issues (SDG 7: universal access to modern energy, the
promotion of renewable energy, and energy efficiency). Energy use, in turn, is not only crucial for
economic development (SDG1, SDG 8) but is also the main driver of greenhouse gas emissions and
thus climate change (SDG 13). There are ongoing debates about the costs and (co-)benefits associated
with the transformation of energy systems towards low-carbon systems based on renewable energy.
Many studies have highlighted the potential positive effects of climate protection measures on
economic growth through the reorientation of growth paths towards ‘low-carbon development’ [9]
[10]. In particular, the potential of decentralized energy systems that rely on renewable energy
sources is crucial to providing universal access to energy and creating win-win situations in the fight
against poverty, climate change, and environmental degradation (SDGs 14, SDG 15).

Coherent policies for sustainable development will harness such win-win situations and also address
potential risks of climate policies, such as adverse effects on poverty through higher (energy)
consumption prices, lower wages, and unemployment. Addressing these risks is essential since they
prevent governments from acting [11]. Further, the risks are not equally distributed across different
households and different firms (see 12 for the cases of Mexico and Indonesia). Coherent sets of
policies should address these risks by identifying mitigation actions with co-benefits (in terms of other
SDGs) and complementing mitigation policies with policies that explicitly address risks and, in
particular, compensate losers. Win-win situations can also be created between trade and climate
policies According to an analysis, around a quarter of all nationally determined contributions (NDCs)
include specific trade elements that are geared towards fostering mitigation [13]. The G20 countries,
however, do not tend to be among them.

Fostering coherent policies towards pricing carbon without harming shared prosperity goals

The next step following the G20’s initiative to end fossil fuel subsidies should be putting a price on
carbon in G20 member states. Without major changes in the relative price of fossil fuels vis-a-vis
renewable energy sources, progress on decarbonising the world’s energy systems is highly unlikely. To
overcome the political costs of effective carbon pricing, particularly in many middle-income
economies, domestic policy responses should emphasize clever and explicit revenue recycling — for
instance, taxing carbon can raise domestic tax revenue and provide resources for combating inequality
and poverty. The G20 should recommend inclusive carbon pricing mechanisms and also initiate a
process aimed at devising instruments that support member states and non-member developing
countries to implement effective carbon taxes (e.g. by topping up carbon tax revenues). Such
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initiatives could be brought forward under the umbrella of the partnership on NDCs, which was
established at the Marrakech climate conference — a partnership the G20 should actively support.

Facilitating coherence between climate and trade: Harnessing trade to foster climate protection

There is substantial potential for a stronger emphasis on trade elements in the Nationaly Determined
Contributions (NDCs) of G20 member states— for example, by lowering trade barriers for renewable
energy equipment. The G20 leaders should thus strengthen climate-friendly trade elements in their
NDCs under the Paris agreement. Moreover, the G20 should foster (i) mutual supportiveness of the
trade and climate regime (e.g. through legal guidance) [14] and (ii) coherent interaction between the
trade and the climate regimes (e.g. by demanding better coordination and exchange of information on
NDC implementation between existing bodies in the WTO and in the United Nations Framework
Convention on Climate Change (UNFCCC)).

Proposal 3: A coherent partnership with Africa

The envisaged partnership with Africa puts a strong emphasis on raising public investment and
mobilizing private capital for African development. One of the basic ideas is that African countries
develop proposals for individual compacts which get approval if certain criteria are met. While the
focus of the compacts on investment is welcome, they should not exclusively rely on economic and
financial criteria, but rather be coherent compacts for sustainable development in Africa.

In our view the to-be-defined partnership with Africa should make explicit reference to both the
African Agenda 2063 and the 2030 Agenda. In the context of a partnership two general issues stand
out with regard to G20 actions: First, Africa and its interests are not well represented in the G20. It will
be impossible to generate the required backing for and sense of ownership of the partnership
measures and instruments if this challenge is not systematically addressed by the G20. Second, the
success of any scaled-up G20 reforms and efforts, in particular with regard to increased investment, is
conditional on reforms and policy changes by African states. The G20 has to cooperate with African
states in ways that can help facilitate these necessary reforms.

Despite the importance of domestic reforms in African countries, there is scope for effective G20
policy actions to overcome policy incoherence. This applies, in particular, to the instruments and
modalities of leveraging private investment from G20 countries as well as to multilateral and bilateral
trade policies towards Africa. Failing to pay attention to policy coherence when scaling-up public (and
private) investment can render such efforts wasteful, particularly investment in agriculture and
energy. We argue that there are very good reasons to prioritize sustainable investments in these two
sectors — acknowledging, of course, differentiated country needs.

In large parts of Africa extreme poverty and hunger will remain a predominantly rural phenomenon
for some time to come. To end rural poverty and hunger (SDG 1, SDG 2), sustained increases in
agricultural productivity will be indispensable (SDG 2). Africa exhibits a large gap between current
yields and maximum attainable yields, which points to untapped production potential. At the same
time, however, Africa is suffering from declining agricultural yields due to climate change. Although,
smallholders as bearers and mitigators of food security risks will have to be the focus of interventions
(see also the T20 policy brief ‘Key Policy Actions for Sustainable Land and Water Use to Serve People’),
a major force of structural change in rural Africa — for good and for bad — are large-scale agricultural
projects with major international investors such as the United States, China, Brazil, the United
Kingdom, Saudi Arabia, India, and other G20 member states (16). Finally, both small-scale and large-
scale agricultural activities exhibit important interlinkages with the environment, which have to be
taken into account when making investment decisions. This is because agriculture is a key user of
natural resources (targets 6.4, 12.2 and 12.3), in particular water (SDG 6) and land resources (SDG 15)
and an important provider of environmental services, like carbon sequestration (SDG 13) or watershed
management (SDG 6).
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A simple and key argument for prioritizing investment for sustainable energy is that large parts of
Africa could, in principle, embark on a ‘low-carbon development’ path without having to replace the
existing infrastructure (see T20 policy brief ‘Towards a comprehensive approach on climate policy and
finance’ for details). However, using this window of opportunity to address Africa’s severe energy
shortages (thus addressing SDG 7) without increasing greenhouse gas emissions is not without
challenges. Compared to fossil fuel-based technologies, low-carbon technologies are more capital
intensive and therefore affected by higher investment risks and financing costs (see also the T20 policy
brief ‘The G20's role in improving quality of life through sustainable energy infrastructure and cities in
Africa’). These risks and costs tend to be exacerbated in Africa.

Promoting cooperation with Africa in the G20 as a prerequisite for coherent policies

To address the challenge of improving the representation of African interests in the G20, and in line
with the communiqué of the T20 Africa Conference ‘Africa and the G20: Building alliances for
sustainable development’, we strongly support the need to better integrate Africa and African
perspectives into the various work streams across the G20 beyond the Development Working Group.
To achieve this improved integration G20—Africa cooperation should start with very specific and
implementable initiatives of joint interest. This includes, in particular, joint efforts to increase
sustainable investment, which should then be sustained and expanded into a more broad-based
engagement. Drawing on African think tanks’ expertise, a specific G20 knowledge centre could be
created among the pan-African organizations in order to more systematically prepare and support
Africa’s engagement with the G20 via the observer seats held by the annually rotating chair of the AU
and the chair of the Heads of State and Government Orientation Committee of the New Partnership
for Africa's Development (NEPAD).

Ensuring policy coherence for sustainable investment in agriculture and energy

A G20 partnership with Africa should emphasize investment in sustainable agriculture and energy.
These investments should seek to minimize resource use and protect the environment and the
climate. They should be aligned with international, continental, and national plans — including Agenda
2063, the 2030 Agenda (and national implementation plans), and the Paris agreement (and NDCs) —
because the call for a large-scale investment programme in Africa carries the risk that these efforts
primarily follow a logic of large-scale project funding. On the one hand, the focus on large-scale
projects alone may (partially) bypass smallholder agriculture and decentralized energy systems; on the
other hand, without paying attention to policy coherence and climate resilience, large-scale projects
may be wasteful. Investing in renewable energy is wasteful without ‘getting the prices right’ through
fuel subsidy removal and carbon pricing — while paying attention to distributional and poverty
concerns (see our proposal above). In addition,distributional and poverty concerns should be
incorporated into (see our proposal above). Likewise, investing in agriculture and (world) market
integration of farmers is wasteful without getting the trade and investment regimes in order. We
therefore strongly advise that the policy conditions under which investments are being undertaken
and planned are linked to policy coherence requirements.

Curbing the risks of private investment under weak governance

In both the energy and the agricultural sector there is substantial scope for leveraging private capital.
However, unleashing private capital in the context of weak governance bears great risks. The massive
expansion of commercial agriculture at the expense of tropical rainforests in South America and South
East Asia is possibly the most striking evidence of this; such mistakes should not be repeated in Africa.
Therefore, potentially adverse ecological and socio-economic effects should be curbed by using
instruments that condition investment guarantees (or similar risk-reducing instruments) on
compliance with international standards. As noted above, the G20 Guiding Principles are insufficient
because they place excessive emphasis on host country obligations. This argument holds even more
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strongly for the weak governance environments that prevail in many African countries. Infrastructure
investments in these areas therefore require complementary actions.

Fostering reliable and coherent trade policies for Africa

African economies face an uncertain trade policy environment beyond their control at multiple levels
— be it at the multilateral level or vis-a-vis individual G20 member states or the European Union. This
harms not only trade but also investment flows. When G20 member states negotiate risk-reducing
instruments to leverage private investment, on the one hand, they generate considerable risks to
investment in Africa and trade relations with African countries, on the other. This incoherence needs
to be addressed, ideally by a firm commitment by G20 leaders to a predictable trade regime for
African economies and trade rules that foster sustainable development. For instance, G20 members’
preferential regimes should be reformed with the aim of focusing the benefits on the countries that
need trade preferences the most. Moreover, the coordination of bilateral and regional trade
negotiations should be improved. The (above-proposed) task force to discuss G20 member states’
trade agreements with developing countries should focus on agreements that are relevant for African
countries.

Proposal 4: Policy coherence in the G20

Having put the spotlight on ‘strengthening G20 coherence and coordination on sustainable
development’ in the Action Plan on the 2030 Agenda, the G20 leaders should work towards delivering
on their commitments. This should entail coherent sets of policies rather than specific contributions in
selected SDS. Examples of this would be (i) a coherent partnership with Africa that does not base
investment decisions on economic and financial criteria alone and (ii) the explicit incorporation of
compensation measures in policy proposals on carbon pricing. Designing such coherent policy sets
requires an improved understanding of the interlinkages that underlie the complex multidimensional
impacts of policies. Furthermore, governance structures — including those of the G20 — need to able to
absorb such knowledge and implement it.

Breaking the silos in sectors, policies, and structures through reforming the G20 set-up

Overall, the G20 set-up — which has separate finance and Sherpa tracks (and a separate
‘sustainability’ working group) — makes it difficult to foster policy coherence and should be
reconsidered. A reformed G20 system should place more emphasis on intertrack and inter—working
group structures. In addition, as indicated in the Action Plan, the G20 Sherpa meetings should receive
a reinforced mandate in order to strengthen policy coherence. This revised mandate would task the
Sherpas, in cooperation with the finance deputies, with ensuring coordination across work streams
and dialogue between working groups on activities that link to the 2030 Agenda.

Fostering policy coherence for sustainable development through and beyond the Development Working
Group

Looking forward, the Development Working Group (DWG) could play a key role in advancing a shared
definition of policy coherence for sustainable development across G20 members, G20 guests, and
work streams based on the operationalisation of the 2030 Agenda at national levels. The DWG, as
envisaged in the Action Plan, should support Sherpas in driving G20 activities that are related to the
2030 Agenda and serve as a ‘coordinating body and policy resource’ for the 2030 Agenda across the
G20.

The G20 should promote visibility of the actions it has agreed to undertake to foster the
implementation of the 2030 Agenda. Instead of generating long lists of actions under each SDS, we
recommend highlighting key priority actions that stand out in terms of their potential impact in the
context of the 2030 Agenda and with regard to improving coherence. Moreover, policy coherence
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should be made an explicit theme of reporting and review processes. All these measures would not
only facilitate transparency, strengthen follow-up processes and implementation by G20 leaders and
G20 engagement groups; they would also improve coherence across G20 activities.

Facilitating policy coherence through G20 peer-learning and in G20 engagement groups

In light of the integrated and indivisible nature of the 2030 Agenda, the exchange of good practices
among G20 members and peer-learning mechanisms in the context of the implementation of the
2030 Agenda should include a focus on policy coherence for sustainable development that
acknowledges the trade-offs and synergies among goals and targets. Further, the G20 should
strengthen cooperation with G20 engagement groups such as B20, C20, L20, T20, and W20 in order to
discuss their roles in fostering policy coherence for sustainable development and their contributions
to the implementation of the 2030 Agenda.

Improving the knowledge base for policy coherence

Incorporating interlinkages should be mainstreamed into knowledge creation activities — for example,
in commissioned research and evaluations as well as knowledge management. To reform its set-up,
the G20 can look at ongoing research into interactions across all goals and targets through a more
systematic assessment. This research can support decision-makers tasked with planning SDG actions
to understand and account for the systemic effects of how targets interact and thereby guide priority-
setting, strategic planning, and cross-sectoral partnership-building to enhance the effectiveness of
implementation strategies.
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Implementation Overview

Building on the ‘G20 Action Plan on the 2030 Agenda for Sustainable Development’, one main
objective of the German G20 presidency is to ‘make progress on realising the goals’ of the 2030
Agenda. This policy brief argues that policy coherence is essential in order to implement the G20
Action Plan and to achieve the Sustainable Development Goals (SDGs). We recommend that the G20
puts policy coherence for sustainable development (PCSD) at the forefront of its actions and focuses
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on policy areas where coherent actions can make a difference. Priority should be given to (i) improved
coherence in the context of trade and investment policies, (ii) a comprehensive approach towards
climate policy that extends beyond climate targets, (iii) these issues in the context of the partnership
with Africa, and (iv) the policy coherence set-up within the G20.

Existing Agreements

G20 Action Plan on 2030 Agenda for Sustainable development, Hangzhou
G20 Leaders' Communiqué: Hangzhou Summit

G20 Development Consensus, Seoul

G20 Development Outlook, St. Petersburg

G20 Low Income and Developing Countries Framework
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