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Executive Summary

As Europe recovers from the COVID-19 pandemic, the Recovery and Resilience Facility (RRF) and
European Green Deal present policymakers with an excellent opportunity to develop strategies that
will help the EU mitigate or adapt to future crises. In order to create policies that work as they design
the measures and instruments to build this recovery, it is essential that policymakers consider the
interlinkages and synergies between policy objectives for policy coherence across sectors and con-
sistency in the final policy instruments.

A key challenge to creating coherence and consistency is effectively managing the tensions and trade-
offs that arise due to the connections between policy objectives; policymakers must work coopera-
tively across policy areas to ensure that the improvement of one objective does not come at the det-
riment of another.

In order to create a coherent and consistent strategy for the European Green Deal, this policy brief
proposes five steps to co-create solutions to policy problems: clarification of objectives and priority
setting; assessment of existing policy mix; policy integration; evaluation of proposed updates and im-
pact assessments; and implementation, monitoring and evaluation.

Each of these steps includes a description, several exemplary methods for implementation of the step
and an example of this implementation. This five-step process aims to provide research-based guid-
ance for policymakers to create coherent and consistent policies that recognise tensions and manage
trade-offs between policy elements efficiently.

institute for
future-fit
economies



Relevance

The EU response to the global pandemic, with “green” and “digital” priorities in parallel to the
implementation of the European Green Deal (EGD), represents a seismic shift in priorities towards a
sustainable and resilient future for the EU. With Next Generation EU, the EU is witnessing an unprec-
edented amount of funding for building a resilient, sustainable, and fair Europe. These efforts are un-
derpinned by a set of policies within the EGD to address the underlying cause of unsustainable prac-
tices in the EU.

In this context, policymakers need to consider how the new instruments are functioning in parallel to
each other and address potential ramifications. This means policymaking needs well-functioning pro-
cesses on policy coherence to ensure efforts in one area do not contradict another. To do so, the Com-
mission calls for a “whole government”? or “holistic approach”? to identify synergies and deal with
trade-offs between social objectives such as fairness, environmental objectives such as biodiversity
conservation, and economic objectives like technological innovation.

Standard methods for improving policy integration in the EU are formulated in the Better Regulation
Toolbox. Methods include impact assessments and evaluations, which are effective tools to under-
stand how policy affects people, businesses, and the environment. However, these methods are often
focused on policy instruments and thus fall short in guiding how to relate and connect different policy
objectives across Directorate Generals (DGs). As a consequence, in the Green Deal, “familiar trade-
offs between environment and other sectoral targets, especially those linked to economic interests,
remain unsolved3.”

There has been immense research into governance processes and concepts of policy consistency and
coherence. However, the academic discussions provide insufficient concrete procedural guidance for
policymakers. Therefore, this policy brief will propose a 5-step process to achieve greater policy con-
sistency and coherence, using the research results on coherence and building on the Commission's
efforts, such as the Better Regulation Toolbox. In doing so, we aim to contribute both to effective
implementation of the Recovery and Resilience Facility (RRF) and the EGD.

Where we are: research results and concepts relevant for policy-
making

‘Siloisation” or ‘pillarisation’ of the public sector is widely perceived to have increased in the New
Public Management era. However, we are confronted with increasingly complex and multifaceted so-
called “wicked” trans-sectoral problems*. Consequently, it has become more complex and multifac-
eted to bring different goals together as needed to implement the EGD and the RRF successfully.

Consistency means that different policy elements work together. It is, therefore, a question of whether
there are inconsistencies or contradictions between individual elements that impact the effectiveness
of the policies and describes the absence thereof 5 ¢ 7. Consistency of elements is thus a static de-
scription of policies and captures a state.

In contrast, policy coherence is a dynamic description that characterizes the policymaking process.
Rather, it is a holistic approach that examines the extent to which the various policies work well to-
gether. Thus, the focus is less on potential inconsistencies but more on (missed) opportunities, pos-
sibilities, and synergies between different policies and policy areas ©°.

This makes it particularly important to ensure coherence within the process of policymaking and con-
sistency in the final policy instruments, as many policy areas appear at first glance to be incompatible
and contradictory. This is why policies are sometimes inconsistent or less effective, and potential syn-
ergies are missed? 1,
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Solving wicked problems: Policy integration and policy coordination

The EGD as part of the sustainability transition, for example, demands fundamental changes in social
practices and physical infrastructure!? 3 14 15 This constitutes a ‘wicked problem’ as contradicting
interests, societal values, and objectives are at play here. To manage this effectively, it is key to inte-
grate several policies so that the integrated set of policies can achieve several objectives at once.

Solving those wicked problems and achieving coherence and consistency requires a holistic ap-
proach®® 17, For this, two central measures are usually applied: policy integration and policy coordina-
tion. Policy integration promotes holistic thinking beyond different policy areas within the policy de-
sign process. Policy coordination involves harmonising tasks, efforts, and undertakings between pub-
lic sector actors, e.g., directorate-generals, national ministries, and agencies at European, national
and local levels?®® 1%,

Being clear about what needs to be solved: trade-offs vs tensions

As a cross-cutting policy strategy, the EGD requires a high amount of both coordination and integra-
tion. It touches upon economic policy, the European Semester, industrial policy, and the circular econ-
omy. Therefore, one key policy challenge is how to deal with tensions and trade-offs that arise as a
consequence of these interlinkages between policy objectives, as improving one objective can have
detrimental effects on another.

Effectively managing trade-offs and tensions can be a means to:

- Reduce conflicts between different policies and tackle intractable social issues by promoting
programs that are better interconnected and mutually supportive;

- Make better use of resources and improve cost effectiveness by removing overlaps and real-
ising economies of scale?;

- Help pluralise politics by bringing in more actors and interests?;

- Increase the number of policy subsystem actors involved, which can be an opportunity for
adopting and implementing integrative measures®2,

To manage conflicts between policy objectives effectively, it is important to distinguish between ten-
sions and trade-offs. A trade-off exists if the relation is deterministic and an improvement of one ob-
jective will necessarily lead to a deterioration of another objective. In contrast, we speak of tensions
if the improvement of one objective can lead to deterioration but does so only depending on the con-
text and other policy measures. This distinction is important as it has huge implications on policy de-
sign; a trade-off requires a decision or prioritisation between policy objectives, whereas a tension can
be overcome with a suitable policy mix.

Trade-off _ ioritisati i iacti
> Prioritisation of policy objectives

— Cregting suitable p.olic.y-mixes to
achieve several objectives

Failing to make this distinction can create the impression that there are no solutions to some policy
coherence challenges, e.g., achieving social and environmental objectives simultaneously. For exam-
ple, in the debate on climate policies, some politicians argue that emission reduction policies could
lead to unacceptable consequences for poorer parts of the population?®. Consequently, the political
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goal of sufficiently high carbon reductions to meet the 1.5-degree goal of the Paris Agreement (e.g., a
45% global reduction in CO2 emissions from 2010 levels by 2030, reaching net-zero by 2050, accord-
ing to the IPCC?%) seems unfeasible?®. However, there might very well be a policy mix that allows the
achievement of social and environmental objectives. To find this policy mix, it is essential to identify
whether the apparent conflict between policy objectives is a tension or a trade-off.

Achieving the Green Deal: a process for coherence

To address the challenges that the EGD poses to policy coherence and to close the gap between re-
search-driven analysis on coherence and practical policymaking, we propose a process. The process
aims to identify policy inconsistencies and co-create solutions to achieve coherence and consistency.
Itis inspired by the long-held and well-established approach to innovation policy in the European Un-
ion—the responsible innovation framework?® 2?—and builds on several well-established deliberative
policymaking and design processes?®,

1. Clarification of objectives and priority setting

As a first step, policymakers and politicians need to define in which policy areas and for which
objectives coherence should be increased and identify the actors involved. It is vital to define
priorities between policy objectives across the multiplicity of political strategies in order to
provide a good basis for decision making. This must happen across policy areas and is under-
pinned by measurable policy targets where possible. In addition, community engagement and
participatory priority setting among those affected by policies can enable public support and
overcome challenges to implementation.

Exemplary methods: High-level roundtables with decision makers, co-creative objective set-
ting and visioning exercises with communities

Example: The EGD formulates three key objectives: achieving zero net emissions of green-
house gases by 2050, decoupling economic growth from resource use and ensuring no one is
left behind?’. These objectives stand among others such as debt reduction (Stability and
Growth Pact) or providing access to basic goods and services and inequality reduction (Social
Pillar). In some processes, objectives are clearly formulated (e.g., 55% reduction in carbon
emissions by 2030, 60% debt/GDP ratio), while in other areas, objectives remain weak (e.g.,
“prevent growing inequalities” in the Annual Sustainable Growth Strategy (ASGS)).

To achieve consistency and later coherence, it is important to map and cluster all different
objectives that should be achieved through EU policy across DGs and discuss their relative
importance. This should go beyond the level of the European Commission’s meta priorities®®
and provide a detailed overview of future development pathways. Actors who are affected
should either be involved in the formulation of objectives or involved in a way that enables
them to provide feedback and formulate specific needs so they can support it.

2. Assessment of existing policy mix

In the second step, policymakers should assess the policy instruments in place and evaluate
whether these are consistent with this list of objectives. For this step, it is important to clarify
how each measure impacts the policy objectives (i.e., does it help or hamper the achievement
of the objectives?).

Also, the interaction between policy objectives needs to be assessed to identify tensions or
trade-offs between them. Based on a mapping of positive and negative interlinks between
objectives and policy measures, presumed conflicts are analysed. First, policymakers need
to clarify whether the conflict represents a tension or a trade-off. This step needs to be done
a) for interlinks between objectives and instruments (e.g., one instrument could have a posi-
tive contribution to one objective but contribute negatively to another) and b) for interlinks
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between policy instruments themselves (one instrument could limit the effectiveness of an-
other).

For this analytical exercise, it is important to:

e Take the time horizon into consideration. What appears as a trade-off in a static set-
ting can sometimes be transformed into a tension in a dynamic setting.

e Analyse whether a different conceptualization can transform trade-offs to tensions,
e.g., by focussing on prosperity instead of growth.

Exemplary methods: Policy inventory, intervention logic development, cross-institutional im-
pact assessments, system dynamics modelling, complex systems modelling policy-gap anal-
ysis, sub sectoral growth-rate assessments, multi-criteria analysis, cost-benefit analysis

Example: The impact assessment of the climate law assesses to what extent the policy meas-
ure contributes to objectives directly linked to the regulation. However, due to a lack of con-
cretisation on cross-cutting targets and objectives (step 1), this lacks the assessment of im-
pacts on objectives of other policy areas (e.g., fiscal policy, industrial policy). Consequently,
the assessment misses a discussion of how the regulation might be complemented with
measures to counter diametral effects, e.g., on territorial cohesion or financing of public in-
vestments (step 3).

Policy integration

Based on the mapping of positive and negative interlinks between objectives and policy
measures, tensions can now be resolved more easily by developing complementary policy
instruments which decrease the tension. Here, it can be helpful to include a diverse set of
actorsin order to find creative solutions to wicked problems. Trade-offs can be explicitly com-
municated to provide a base for decision making.

Additionally, coherence of the policymaking process and ongoing activities needs to be en-
sured. This is about resolving tensions between the actors’ objectives (e.g., different DGs) in-
volved. Building on this, it is essential to identify potential synergies between ongoing and
planned activities and how they can be leveraged and to find formats for actions required to
improve cross-DG interaction. This step should involve as many relevant and responsible ac-
tors as possible.

Exemplary methods: cross-DG and co-creative policy labs, desk research and reports

Example: Within the EGD, different objectives relate to land use. Land is used for agriculture,
timber production, biodiversity conservation, biogas, new infrastructure, and recreation
space. Firstly, policymakers could clarify these conflicts between different use-types, priori-
tise accordingly or identify synergetic policies (e.g., increasing agroforestry that serves both
biodiversity conservation and agriculture). This assessment should be extended to broader
objectives like employment generation, affordability of food, or competitiveness of food prod-
ucts to identify additional conflicts and discuss whether and how to solve them. For example,
higher prices for organic agriculture will strongly affect the affordability of food for low-income
households, therefore the promotion of organic agriculture should be complemented with
measures that increase disposable income.

In addition, DGs should synchronise their activities around land use and ensure that all are
aware of shared priorities and conflicting policy measures between DGs.
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4. Evaluation of proposed updates and impact assessments
In this step, scientific actors examine the plausibility of the updated proposals. In line with
the Better Regulation Agenda, impact assessments need to be carried out where significant
impacts are expected??.

Exemplary methods: Research by external experts, impact and indicator assessments

Example: Impact assessments would be conducted for an updated agricultural policy based
on the updates proposed in step 3.

5. Implementation, Monitoring, and Evaluation

Lastly, implementation plans are defined. To overcome common challenges with implemen-
tation, it is helpful to engage citizens in the policy process actively. This can be done in the
objective-setting phase, but also when it comes to monitoring and adaptation.

To ensure the adaptive and reactive nature of policymaking and foster policy learning for sus-
tainable transition32 33, a monitoring system for the policymaking period as well as the period
following implementation is established. Also, the participants agree on necessary milestones
and central progress indicators.

Exemplary methods: multi-stakeholder action plan development forums, stakeholder map-
ping, community implementation

Example: The German Climate Law outlines pathways for sectoral carbon emissions reduction
with quantifiable targets. Parts of the plan have been discussed in multi-stakeholder fora to
create a shared commitment for objectives among businesses, environmental NGOs and citi-
zens. Additionally, an expert council regularly assesses the impact of existing climate policies
that can demand additional measures if existing measures fail to achieve sectoral targets. In
this way, ambitions are iteratively matched with targets. Similar approaches can be used for
social, economic or industrial policy®*.

Conclusion

The proposed steps in this brief are meant as a tentative outline for an amended policy design process
built on academic research on policy design in the European policy context. A central aspect of this
approach is the distinction between trade-offs and tensions. While the former requires value judg-
ment, the latter requires an amended toolbox for policy design. Another key aspect is the distinction
between consistency and coherence, as the former refers to the current policy mix and the latter to
designing and implementation processes. Although this paper should be seen as a sketch, the pre-
sented design principles provide guidance for a research-supported, reflexive policy design process
to alleviate tensions between policy elements by changing the policy mix.
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