
Making markets support sustainable development

Shaping Sustainable Markets (SSM) is an 
exciting new research initiative that seeks to 
ensure markets work to support, rather than 
undermine, sustainable development.



What we do
SSM analyses a wide range of market governance mechanisms — 
from carbon labelling to diamond certification — to explore how they 
are designed and how they impact people, the planet and the 
economy. 

A market governance mechanism is a set of formal or informal rules 
consciously designed to change behaviour – of individuals, 
businesses, organisations or governments – to influence how 
markets work and their outcomes.

Through research we identify which mechanisms are working well 
and which are not. Ultimately, we want to improve how market 
governance mechanisms are designed. We also explore the potential 
of innovative mechanisms that have yet to be tested in the real world 
— providing new ideas for ‘shaping’ markets.

This work will be useful for policy makers, business professionals, 
and researchers and anyone who has an interest in how markets can 
work to support sustainable development. 

Our work
Shaping Sustainable Markets builds on existing research. We make 
sure we don’t replicate work that has already been done but also aim 
to fill knowledge gaps where possible. 

Ultimately we hope to design a set of principles to guide 
policymakers in designing and implementing effective mechanisms.  

We are looking at individual mechanisms, such as payments for 
environmental services, as well as groups of mechanisms, for 
example certification, using the typology we have developed (see 
next page). Over time, we aim to also take a broader view across 
groups of mechanisms to understand their combined impact.



Market governance mechanisms can be organised into the 
following groups:

Economic: using price incentives to change behaviour

Regulatory: using legal requirements to enforce or ban certain behaviours

Cooperative: using agreements to encourage partners (other 
organisations, governments or individuals) to voluntarily change their 
behaviour

Informational: raising awareness of sustainable development (including 
poverty or environmental issues, for example) to change consumers’ and 
investors’ behaviour

Read more about the different types of market governance mechanisms in 
our research prospectus, found on the SSM website  
http://shapingsustainablemarkets.iied.org

Want to know more about specific mechanisms? 

Use our extensive database of mechanisms to search for mechanisms 
you’re interested in – by type, region or sector of operation:  
http://shapingsustainablemarkets.iied.org/database-mechanisms

By region

By sector

Economic

•	 Taxation
•	 Subsidies
•	 Carbon	trading
•	 Conditional	environmental	

financing
•	 Investment	funds

inFoRmATion

•	 Certification	and	private	
voluntary standards

•	 Sustainability	metrics	and	
reporting

cooPERATion 
(SoFT)

•	 Voluntary	agreements	and	
partnerships

•	 Principles

REGULAToRY 
(HARD)

•	 Norms	and	standards
•	 Environmental	liability
•	 Environmental	control	and	

enforcement
•	 Procurement	policy

http://shapingsustainablemarkets.iied.org
http://shapingsustainablemarkets.iied.org/database-mechanisms


Investment principles 
Investment	‘principles’	are	one	set	of	
tools used to encourage investors to 
consider more than purely commercial 
and short-term gains. SSM’s research 
reviews the content, take-up, 
implementation and impact of investment 
principles, with a focus on: The UN 
Principles for Responsible Investment; 
The Equator Principles; The European 
Investment Bank’s Environmental and 
Social Principles and The OECD 
Declaration on International 
Investment and Multinational 
Enterprises.

Our research finds that investment 
principles – in their current state – have a 
limited impact on sustainable 
development. Reasons for this include: 
the vague language used by the 
principles which allows for considerable 
and often lax interpretation of the 
principles by investors; a lack of 
guidance on implementation on the 
principles; and the difficulty in applying 
principles	to	particular	asset	classes.	In	
some cases fiduciary responsibility 
prevents many investing institutions from 
compromising financial returns for 
non-commercial considerations.

See SSM’s latest publications for more 
information. 

Mechanisms for community 
engagement 
We are developing a body of work on 
mechanisms for community engagement, 
including Free Prior and Informed 
Consent (FPIC),	grievance 
mechanisms and the Extractive 
Industries Transparency Initiative 
(EITI).

For example, we are analysing the use, 
impact and effectiveness of grievance 
mechanisms as a tool to engage with 
local communities in natural resource 
investment (oil and gas, mining and 
forestry), reducing potential conflicts and 
social tension by addressing local 
concerns. 

Our research highlights the importance 
of a transparent, coherent and 
responsive overall approach to 
stakeholder engagement, of which a 
grievance mechanism is an integral part. 
Our work demonstrates that grievance 
mechanisms need to be culturally 
appropriate, that communities have to be 
appropriately informed about the 
mechanism’s existence and how to use it, 
and that information on the use of the 
mechanism and the number and nature of 
grievances needs to be meaningfully fed 
into the company’s overall strategy. 

Grievance mechanisms are frequently 
required by project finance investors and 
lenders, but monitoring them often 
becomes a tick-box exercise – it is 
important to develop indicators of 
success that truly reflect the social 
impact of the mechanism.

Watch this space!

Climate change and agriculture
Agriculture is responsible for 30 per cent 
of the global total of greenhouse gas 
emissions. As a result there is growing 
interest in the use of market governance 
mechanisms for tackling climate change 
by giving the incentives to make the kinds 
of changes that are required. But how 
widely are these mechanisms being used 
in agriculture, and are they effective in 
reducing emissions? What impact do 
they have on adaptation and other 
aspects of sustainable development? 
Are they able to balance the competing 
demands of producers and consumers, 
the environment and food security? 

This research seeks to answer these 
questions.	It	makes	a	significant	
contribution to our knowledge of this 
subject by giving a comprehensive 
overview of the full spectrum of 
regulatory, economic, voluntary and 
information-related	instruments.	It	
explores their potential for affecting how 
food is produced, and also how it is 
consumed. 

The key messages emerging from this 
publication are that economic measures 
have a vital part to play within this 
regulatory context, but they need to be 
designed with care. To be effective, 
emissions from food production and 
consumption have to be addressed 
together.	If	not,	emissions	reduced	in	one	
region will simply be displaced 
elsewhere. A balance needs to be struck 
by applying a mix of approaches – 
regulatory, economic, voluntary, and 
information.
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Join our Community of 
Practice
We’re looking for business 
professionals, policy-makers 
and researchers to join our 
Community	of	Practice.

The	Community	of	Practice	will	
be a forum for sharing 
knowledge, experience and 
practice relating to the use, 
design and implementation of 
market governance 
mechanisms. Knowledge 
sharing will happen both 
remotely – through a dedicated 
part of the website – and 
face-to-face through regular 
meetings and larger events or 
‘summits’.

If	you’re	interested	in	joining	
please email  
emma.blackmore@iied.org  
with information about who you 
are, what you do and why you’re 
interested in joining our 
Community!	

Publish your research
Shaping Sustainable Markets 
aims to publish independent, 
rigorous research that makes a 
meaningful contribution to what 
we already know.  

We welcome contributions from 
external researchers – 
particularly those from low- and 
middle-income nations – that 
meet our editorial and quality 
standards. We offer support for 
producing and marketing 
publications (including 
coordinating a rigorous peer 
review process). Find out more 
on our website: http://
shapingsustainablemarkets.iied.
org/our-work

GET inVoLVED

mailto:emma.blackmore@iied.org
http://shapingsustainablemarkets.iied.org/our-work
http://shapingsustainablemarkets.iied.org/our-work
http://shapingsustainablemarkets.iied.org/our-work


Learning and extrapolating lessons from 20 years of experience 
on Environmental Services in Costa Rica

FROM RIO TO RIO+

Ina Porras, MIrIaM MIranda, davId Barton 
and adrIana ChaCón – 2012

From Rio to Rio+ 
Learning lessons from 20 years 
of experience on Environmental 
Services
Ina Porras, Miriam Miranda, David N 
Barton, Adriana Chacón
2012

This	research	critically	reviews	the	PES	
experience	in	Costa	Rica,	and	the	way	the	
scheme responds to new challenges in an 
evolving economic and political context. 
Drawing on existing literature, expert 
consultation and international experiences, 
this document provides a series of 
recommendations on governance, funding, 
implementation and assessment, and 
suggests	how	the	PES	can	interact	with	
other economic and regulatory instruments 
in order to fulfill its original pledge to tackle 
environmental and social targets.

ISBN: 978-1-84369-855-5
Product code: 16514IIED
Or download free at http://pubs.iied.org/16514IIED.html

Can market governance mechanisms reduce emissions  
from the food system fairly and effectively?

Climate Change and 
agriCulture

Tara GarneTT – 2012

Climate change and agriculture: 
a comparative review of the 
effectiveness and fairness of 
market governance mechanisms
Tara Garnett 
2012

This paper examines some of the market 
governance mechanisms that might be 
used to address the impact of agriculture 
on	climate	change.	It	assesses	the	
potential these tools offer for 1) making 
food production less emissions intensive; 
and 2) for influencing consumers to reduce 
the demand for foods with a high 
greenhouse gas footprint (particularly meat 
and dairy products) and to reduce food 
waste. 

It	covers	the	full	spectrum	of	regulatory,	
economic, cooperative and information-
related mechanisms and assesses their 
effectiveness and fairness.

The mechanisms analysed -- amongst 
others	--	include	emissions	trading,	REDD,	
payments for ecosystem services, nitrate 
taxes and carbon labelling.

ISBN: 978-1-84369-853-1
Product code: 16512IIED
Or download free at http://pubs.iied.org/16512IIED.html 

ISO 26000 and sustainable development

StandardS for change?

AdriAn Henriques – 2012

Standards for change?  
ISO 26000 and sustainable 
development 
Adrian Henriques
2012

In	2010,	the	International	Organization	for	
Standardization	published	ISO	26000:	a	
standard to guide organisations in 
implementing social responsibility and 
contributing to sustainable development. 
ISO	is	a	widely	respected	authority	on	
standards worldwide, so their venture into 
this field was significant. But how much of 
a	contribution	can	ISO	26000	make	to	
sustainable development?

This report looks at what has happened so 
far and what the potential could be.

ISBN:978-1-84369-854-8 
Product code: 16513IIED
Or download free at: http://pubs.iied.org/16513IIED.html
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ISO 26000 and glObal 
gOvernance fOr 
SuStaInable develOpment

HALINA WARD – 2012

ISO 26000 and global 
governance for sustainable 
development 
Halina Ward
2012

ISO	26000	offers	guidance	across	
themes including human rights, labour, 
environment, consumer protection, fair 
operating practices and community 
development. The brand recognition of 
ISO	standards,	ISO’s	geographical	scope	
and its credibility among market actors 
mean	that	ISO	26000	has	the	potential	to	
improve the practice of social 
responsibility in local and global markets. 
The	reach	and	scale	of	ISO	26000’s	
impacts has important implications for 
governance and public policy.

This paper describes the development of 
the	ISO	26000	standard	and	discusses	
the dissonances that emerged in relation 
to policymaking, global governance and 
consequently sustainable development. 
The paper suggests a number of steps 
that could be taken to maximise the 
positive	contributions	of	ISO	26000	to	
global governance for sustainable 
development and offers lessons for the 
analysis of other market governance 
mechanisms.

ISBN 978-1-84369-838-8
Product code 16507IIED
Or download free at: http://pubs.iied.org/16507IIED.html
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Intellectual property 
tools for products 
based on bIocultural 
herItage 
A legal review of geographical indications, trademarks and 
protection from unfair competition

Graham DutfielD – 2011

Intellectual property tools for 
products based on biocultural 
heritage 
Graham Dutfield
2012

Products	developed	by	indigenous	
peoples and traditional societies, such as 
food crops and medicines, can protect 
biodiversity and provide an important 
source of income. This review explores the 
intellectual	property	(IP)	tools	of	
geographical indications, trademarks and 
rules of unfair competition for promoting 
these products, and protecting them from 
misappropriation, misuses and imitation, 
and assesses their potential to contribute 
to sustainable development. 

This legal review draws primarily on 
experience	in	Europe,	where	GIs	and	
trademarks have been most widely used 
to date, but also includes experience from 
developing	countries,	such	as	India’s	
recent experience with geographical 
indications.

ISBN 978-1-84369-819-7
Product code 16506IIED 
Or download free at: http://pubs.iied.org/16506IIED.html
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InvestIng for 
sustaInable 
development?
A review of investment principles – trends and impacts

JUST ECONOMICS – 2011

Investing for sustainable 
development? A review of 
investment principles, trends 
and impacts 
Just Economics
2011

How can investors be encouraged to 
consider more than purely commercial and 
short-term	gains?	Various	sets	of	
investment principles have emerged in 
recent years. These principles aim to 
incorporate social, environmental and 
governance criteria into investment 
decisions in order to enhance the benefits 
and reduce the damaging effects of 
investment for development. 

Focusing on four major sets of investment 
principles	–	the	UN	Principles	for	
Responsible	Investment	(PRI),	the	Equator	
Principles,	the	Environmental	and	Social	
Principles	of	the	European	Investment	
Bank	(EIB),	and	the	OECD	Declaration	on	
International	Investment	and	Multinational	
Enterprises	–	Investing	for	sustainable	
development? takes a first step in 
assessing the content, take-up, 
implementation and impact of investment 
principles. 

ISBN 978-1-84369-721-3
Product code 16505IIED
Or download free at: http://pubs.iied.org/16505IIED.html

The feasibility of the International Air Passenger Adaptation Levy 
(IAPAL) as a market governance mechanism 

Antonia Custance Baker – 2011

How can air travel 
contribute to tHe 
costs of adapting 
to climate cHange?

How can air travel contribute to 
the costs of adapting to climate 
change?
Antonia Baker
2011

By 2050, the costs of adapting to climate 
change in developing countries could 
reach US$100 billion per year, according 
to	estimates	from	UNDP	and	the	World	
Bank.	New	and	additional	sources	of	
funding for adaptation are desperately 
needed.	The	International	Air	Passenger	
Adaptation	Levy	(IAPAL)	-	a	proposed	new	
purchase tax on air tickets - offers a 
potential source for these funds. 

This paper updates the key assumptions 
made in the original paper proposing this 
scheme	by	Hepburn	and	Müller	in	2006.	It	
analyses the nature of current international 
agreements to determine the feasibility of 
introducing	IAPAL.

ISBN 978-1-84369-790-9
Product code 16504IIED
Or download free at: http://pubs.iied.org/16504IIED.html
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Visit our website and sign up to SSM Newsletter:  
http://shapingsustainablemarkets.iied.org

Get in touch! 
Shaping Sustainable Markets is housed at 
the	International	Institute	for	Environment	and	
Development.

IIED
80–86	Gray’s	Inn	Road
London
WC1X	8NH
England
Tel:	+44	(0)20	3463	7399
Fax:	+44	(0)20	3514	9055
Email:	emma.blackmore@iied.org

http://shapingsustainablemarkets.iied.org/
mailto:emma.blackmore@iied.org

