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| Industrial Policies against Climate Crisis

ABSTRACT

As novel environmental technologies rise to address the worsening
climate crisis and become a new growth engine for the global economy
amid the net-zero transition, industrial policies are introduced in the EU
and the US to foster their leadership in related markets. Both the EU’s
“Green Deal Industrial Plan for the Net Zero Age(2023)” and the US's
“Inflation Reduction Act(2022)” are aiming to support green technology
and reorganize the global supply chain. The Korean government should
review these industrial plans to protect and support Korean companies
affected by them. Accordingly, the insurance industry should proactively
search for sustainable business and new growth opportunities amid the
net—zero transition.

1. Industrial Policies against Climate Crisis by the EU and the US

As novel green technologies and renewable energy industries, critical to the
transition to the net-zero economy, become a new growth engine for the global
economy, industrial policies are introduced to foster the competitiveness of related
industries in the EU and the US. The International Energy Agency(IEA) forecasts that
the global market size for core technologies in green energy may grow up to $650
billion by 2030, three times bigger than the current market size, and employment
can increase twice more than it is now."

1) International Energy Agency(2023), “Energy Technology Perspectives’
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The EU announced the “Green Deal Industrial Plan for the Net-Zero Age” on
February 2023 to drive a transition to a sustainable economy by fostering new green
technologies and boosting the competitiveness of related industries. The main items
of the plans are @ A predictable and simplified regulatory environment, @ Faster
access to funding, ® Enhancing skills, and @ Open trade for resilient supply chains.

In particular, the EU plans to introduce the “Net Zero Industry Act” to support
innovative technologies for the net—zero transition and reorganize the supply chain
to reduce dependency on foreign energy by encouraging to manufacture related
products inside the EU market. Specifically, the measure streamlines regulatory
procedures to make licensing process fast and predictable for novel technologies,
unifies the administrative window as a one—stop shop, and supports market
entrance for innovative technologies through a regulatory sandbox. To achieve the
2050 net-zero goal, 8 major net-zero technologies, including solar, wind, and
battery, are selected, and over 40% of the annual demand in these sectors should
be met by the supply manufactured inside the EU markets.

The US also strengthens the security of the energy and supply chain while
addressing the climate crisis by using various policy tools such as tax benefits and
loans through the “Inflation Reduction Act,” enacted on August 2022. In order to
increase energy efficiency and promote green transition in the residential sector, tax
benefits will be applied to residential solar power and energy storage until 2030.
Moreover, financial support for investment through tax credits and subsidies will be
expanded to boost tech investment in the US green energy sector and mobilize the
supply chain of the new industries towards the US territory and partners of trade
agreements.

2. Implications

Considering the high trade dependency of the Korean economy on the EU and the
US, the Korean government should monitor the effects of those industrial plans on
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local investor companies from Korea and Korean exporting companies and come up
with a measure to reduce any negative effects on them. Further, Korea also needs
more proactive and supportive industrial policies through tax benefits and financial
aid in order to foster novel technologies and new green industries necessary to
achieve the 2050 net-zero goal.

As the global economy is transforming with rising new green industries, the Korean
insurance industry should also search for sustainable business and new growth
opportunities in constructing green infrastructure and transitioning to a net-zero
economy. For example, insurers’ business models of underwriting and investment
may be utilized to help transition from fossil fuel to renewables taking it as an
opportunity for new growth.
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