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Introduction and Summary 
 
This paper was commissioned by Danida to provide background information on the concept 
of ‘green economy’ as a framework (and increasingly a set of instruments) for development – 
where the concept came from, how it is being interpreted, and what it could mean for 
development policy and co-operation. 
 
Following the economic crisis of September 2008, there are prominent and expensive efforts 
to put the economy back on its feet, although largely on the same basis as before. Yet many 
believe that the crisis is an opportunity to amend economic organization – so that it no longer 
prioritizes economic growth over environmental sustainability, social justice and equity. We 
explore the recent emergence of several ‘green economy’ initiatives. These emanate not only 
from think tanks, NGOs and trade unions, but now also from the ‘establishment’ – the UN, the 
OECD, and G20 governments, being reflected in the ‘green’ components of several financial 
stimulus packages.  
 
We also explore the economic and ecological thinking that has preceded these new 
initiatives, from ‘limits to growth’ to ‘sustainable development’, as well as traditional holistic 
economic paradigms. These can offer sound principles for designing green economy 
responses. We examine the commonalities across these new initiatives, and suggest three 
constituent objectives of any robust ‘green economy’ response: (1) economic resilience; (2) 
biosphere protection and (3) social justice and distributional equity. To fully install these 
objectives will require a reassessment and re-engineering of economic policy, so that it 
results in an economy that, by its design and functioning, advances green goals. It will also 
require a raising of environmental policy, from the bottom of the prevailing (if 
unacknowledged) policy hierarchy in most countries and sectors, closer to the apex position 
enjoyed by economic policy. To do this will take time. To begin, we identify eight best bets for 
action by developing countries to move towards a green economy, many of which are 
amenable to development assistance: 

1. Eliminating subsidies and other perverse incentives to neglect and/or degrade 
environmental assets – especially fossil fuel, farming and fisheries subsidies 

2. Reducing waste and improving efficiency – especially of energy and water 
3. Putting pro-poor natural resource sectors on a sustainable footing – investment in 

sustainable agriculture, fisheries and forestry, producing ‘green jobs’ 
4. Public procurement of socially and environmentally sound goods and services 
5. Building economic resilience – through capacity strengthening, including of neglected but 

key civil society organisations, communities and small businesses 
6. Governance of the green economy – improving accountability for resource use 
7. Green investment – improving investment agreements, developing new financial  

instruments, and public expenditure reviews to revise current public finance flows 
8. Researching and debating key ‘green economy’ assumptions and dilemmas – notably 

costs and risks, and keeping new green economy initiatives under review 
 
In the shorter term, Danida may wish to consider several catalytic activities: 
 
a) Regional consultations on ‘green economy’ possibilities and risks – more Southern input 

to the concept and emerging instruments 
b) Analysis and strategy for improving green economy enabling conditions – including 

producing country- or sector-level ‘catalogues’ of green economy best practice  
c) Research and development in developing countries – including support to adapt Danish 

wind energy technologies 
d) Policy coherence within Denmark on the above eight themes – e.g. reviewing Danish 

subsidies that discourage investment by developing countries  

                                                
1 Prepared by Steve Bass, Tom Bigg, Mark Halle and Meera Mahadevan. 
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e) Global discussions on the role of aid in the transition to a green economy – developing 
green economy’s potential consistency with the Accra Agenda for Action  

 
 
1 Current problems giving rise to calls for a ‘Gree n Economy’  
 

 
 
The last few years has seen a combination of crises that threaten our ability to 
spread prosperity and sustain our planet. Climate change, environmental 
degradation, unemployment, poverty, insecurity and inequality seem to feed off one 
another. At their roots are prevailing ‘extractive’ economic models, and governance 
systems that are not capable of shaping a world that respects nature’s potentials and 
limits. There are new calls for ‘greener’, more equitable economic models. These 
echo, with greater volume if not yet clarity, arguments begun over 30 years ago. 

Ever since the Club of Rome published Limits to Growth in the 1970s, business-as-
usual economic growth has been criticized as both incomplete and, in the long-run, 
risky. There is certainly evidence that, properly framed and managed, growth can be 
an important motor for development. But growth can also undermine the very 
foundations of successful development, unless growth policies take account of the 
carrying capacity of resources and ecosystems, and its effects on social equity. To 
avoid this, economic policy should aim to achieve accepted public policy goals such 
as poverty reduction, human rights, secure employment, and respect for the 
environment as key elements of how we define quality of life and progress. 

The debate on the limits to growth led to the notion of sustainable development, most 
notably in the 1987 report of the Brundtland Commission, Our Common Future. 
Sustainable development has become accepted by states and intergovernmental 
organizations as one of the most comprehensive expressions of the appropriate goal 
for humanity. It is enshrined in the Rio Principles adopted at the UN Earth Summit 
and pervades an ever-wider range of international and national agreements. It is 
even reflected in the preamble to the Act setting up the World Trade Organization. 

And yet this satisfactory intellectual journey has not taken us closer to channelling 
economic growth towards sustainable development. In practice, our prospects of 
reaching that destination have receded over the past 20 years.  
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It is now considered inevitable that climate change, a by-product of unsustainable 
growth, will threaten the lives and livelihoods of many, especially poor people.2 As a 
result, previous gains in development are being reversed – leading to a loss of 5-20% 
World Gross Product by 2050, with 55-90 million more people living in extreme 
poverty and 100 million more suffering hunger.3 Real ‘tipping points’ are looming in 
environmental, social and economic systems, but our governance and financial 
systems cannot cope with such linked changes. While we are currently aware of the 
climate change boundary, others are looming closer unrecognised. The Millennium 
Ecosystem Assessment of 2005 revealed how the environmental foundations of 
development are threatened. It calculated that 60% of ecosystems are now degraded 
with, for example, 75% of marine fisheries fully or over-exploited, and a freshwater 
crisis imminent.4 This year, an authoritative paper in Nature identified the world as 
having exceeded three of nine interconnected ‘planetary boundaries’ (see Figure). 

What is true for the environment is true for many development issues. The 
Millennium Development Goals stand out not only because they were adopted by 
Heads of State at the Millennium Summit but because they are realistic and 
eminently implementable. No insurmountable financial, institutional, cultural or 
diplomatic obstacle stands in the way of smooth progress towards their realization. 
But with the target dates growing closer, it appears that very few goals will be met. 5  

In most cases we have the conventions, standards, rules, regulations, goals, 
strategies and action plans needed to address these environment and development 
problems. And yet the problems continue to grow. What has gone wrong? The 
obstacles can be placed in four groups. The first two are reasonably manageable 
given leadership and political will; the second two are more intractable but not 
impossible to solve.  

The first obstacle is that the incentives that seem to offer economic, social and 
cultural gains do not also help the shift to sustainability. Consumption-based, 
wasteful patterns of resource use have become prevalent and favour the wealthy, 
and encouraging short-term and often illegal pursuit of profit rather than the interests 
of sustainability. The incentives and rewards built into our economic systems – 
whether in trade, investment, subsidies, taxes, or any other area – currently reward 
unsustainable behaviour.  

The second obstacle is outdated, ineffective and incomplete international governance 
mechanisms. The institutions on which we rely for the transition to sustainability are 
not up to the task, but their reform has proved extremely difficult.6 

The third obstacle relates to the weaknesses of our democratic political systems. 
Democracy has become confused with regular elections, with the result that the 
notion of political accountability – the relationship between promise and delivery – 
has been allowed to slide. And yet one of the fundamental principles of good 
governance and the rule of law is that non-compliance with promises, engagements 
and undertakings must have consequences. 

The fourth obstacle is that the discipline of mainstream economics hinders the way 
that environmental issues might be included in economic models. Environmental 
assets and costs are currently treated as externalities and are therefore not ‘valued’; 
which the consequent assumption that economic growth can continue in perpetuity 

                                                
2 IPCC. 2007. 4th Assessment Report 
3 Stern N. 2007. The Economics of Climate Change: The Stern Review. Cambridge University Press 
4 Millennium Ecosystem Assessment. 2005. Ecosystems and Human Wellbeing: Synthesis. Island 
Press, Washington DC 
5 UN DESA. 2008. Report on the Millennium Development Goals 
6 See work carried out by IISD on global environmental governance for the Danish Government over the 
past 5 years. 
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without negative environmental feedback. Herman Daly, then at the World Bank, was 
one of the first to tackle this obstacle, pointing out that policies based principally on 
GDP would perpetuate an economy that undermined the environment and poor 
people.7 Environmental economics flourished as a discipline, creating entire schools 
of thought in different academic centres around the world. Calls for green budget 
reform, green tax reform, valuing and even paying for environmental services and the 
like, have made a steady background noise in the international debate on sustainable 
development. We examine these antecedents to “greening the economy” in the next 
section. They have been with us in various forms for more than three decades – but 
they have not helped to remove these obstacles.  

Why, then, take the current wave of interest in “green economies” seriously? There 
are several good reasons to do so now, despite the limited impact in the past: 

·  First, the dominant global economic paradigm – variously called the Washington 
Consensus or neo-liberalism – collapsed with the economic crisis of September 
2008, provoking the deepest global economic downturn since the Great 
Depression. Despite prominent efforts to put the economy back on its feet on the 
same basis as before, many also believe that the crisis is an opportunity to 
amend economic organization.  

·  Second, the economic collapse coincides with the growing fear of irreversible 
environmental crises, and realisation that returning to environmentally destructive 
forms of growth would only precipitate these crises and undermine the economic 
foundations of recovery. Fear of climate change is the most visible of these, but it 
is likely that influential people will begin to take seriously the evidence that other 
crises are imminent. Most of the recovery packages claim – at least in name – 
various shades of green.  

·  Third, if a new economy is to be designed with the imperative of controlling 
climate change as an integral motivation, then attention shifts to imagining what 
that economy might look like and how we might get there. The emerging 
scenarios are attractive – most proposals emphasising ‘low-carbon’ models, 
ambitiously reframing our approaches to generating and using energy, and 
promising a range of new green jobs, industries and business opportunities, 
especially for the first movers. The extent to which economic stimulus packages 
have been targeted at a low-carbon transformation is evidence for this move. The 
imperative stems from observing the jobless growth, the breakdown of social 
institutions and the rapid degradation of natural resources and ecosystems that 
appeared to be an inevitable companion of the form of growth followed by the 
neo-liberal agenda. 

·  Finally, there are also recent calls to shift economic goals towards resilience as 
opposed to growth. Some of them also point, if obliquely, to (a) social justice and 
equity, and (b) investing in good management of the environmental asset base – 
both key contributors to that resilience.  

 

                                                
7 In his role as chief economist at the World Bank, Herman Daly received an early draft of the 1992 
World Development Report on sustainable development. The only reference to ‘environment’ in the 
whole document was a box showing ‘the economy’, with two arrows labelled ‘inputs’ and ‘outputs’ going 
in and out of it. Daly said these should be related to the wider natural resource base on which the 
economy depends, showing resources extracted and waste returned. The second draft showed little 
change. By the final draft the diagram had disappeared altogether. Daly concluded ‘the Bank recognised 
that something must be wrong with that diagram – but better to omit it than deal with the inconvenient 
questions it raised’. (Herman Daly ‘On a road to disaster’, New Scientist 18 October 2008) 
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http://www.nature.com/nature/journal/v461/n7263/fig_tab/461472a_F1.html 

 
 
2  Global economy concepts and initiatives 
 
2.1  Antecedents of green economy thinking  
 
Thinking about the interaction between the economy, society and the environment 
has generated a number of significant concepts over the past 40 years:  
 
Limits to Growth:  During the 1960s and 1970s a new way of framing the 
interactions between people, environment and resource use emerged, rooted in 
Malthusian concepts of population growth, the limits to growth, and the “tragedy of 
the commons”. In 1972 the Club of Rome, an organisation of leading Western 
industrialists, commissioned MIT to model future scenarios for the world. They set 
out scenarios of resource use based on present patterns of production and 
exponential economic growth. Their results were published in The Limits to Growth 
(Meadows et. al. 1972), which painted a bleak picture of the earth’s carrying capacity 
being exceeded within the next 100 years. This would lead to a sudden and 
catastrophic reduction in both production capacity and population – something that 
could only be averted by a zero-growth strategy based on a global equilibrium rooted 
in ecological and economic stability.8 The conclusions were subsequently discredited, 
but largely because the short-term predictions did not materialise. Yet the basic 
premise has been given new credibility, in large part as a result of climate change 
scenarios for the coming century. 
 
Questioning consumption:  In the early 1970s, two American ecologists Paul 
Ehrlich and John Holdren set out a seemingly obvious point about the arithmetic of 
increasing use of natural resources. The Ehrlich equation I = PAT states that the 
impact (I) of human activity on the planet is the product of three factors. The size of 

                                                
8 Adapted from unpublished paper ‘Climate Change Adaptation and Resilience in Africa: Developing the 
Agenda’ Kojo S. Amanor. 
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the population (P), its level of affluence (A) expressed as per capita income, and a 
technology factor (T), which is a measure of the impact on the planet of each dollar 
spent. When applied to today’s understanding of climate change, this formula 
presents a stark picture: unless we achieve an almost-zero carbon economy it will be 
impossible to keep within the total emission limits deemed essential by the 
Intergovernmental Panel on Climate Change.9  
 
Sustainable development:  We have noted the significant enshrinement of 
sustainable development in many (inter)governmental agreements. Defined by the 
Brundtland Commission in 1989 as “development that meets the needs of the 
present without compromising the ability of future generations to meet their own 
needs”, the concept encourages a long-term view – the resource base of future 
generations, and a ‘holistic’ view – integrating environmental, social and economic 
objectives where possible, and making informed trade-offs where not. These 
principles remain valid today. Encouraged by Agenda 21, they have found their way 
into many national plans – whether ‘sustainable development strategies’ or poverty 
reduction strategies with an environmental component. They have also enabled the 
spread of much international legal precedent – precautionary principle, polluter-pays, 
etc. But they remain lodged in plans and frameworks, and have not yet shaped key 
issues upstream as well as downstream of the plan – macro-economic policy, 
markets and investment. 
 
‘Blueprint for a green economy’: Written in 1989 by the late Prof David Pearce and 
other eminent members of the emerging environmental economics profession, this 
book laid out the economic policies needed for sustainable development.10 It covered 
ways to: value the environment; account for the environment in national accounts; 
appraise projects in terms of environmental costs, benefits and risks; discount for the 
future to handle inter-generational equity and the nature of environmental change; 
and getting prices and incentives right. Each of these areas has subsequently 
become a major field of study, but no-one has adequately brought them together 
again in a way that is germane to today’s markets and economic policy. 
  
Beyond GDP as a measure of human wellbeing:  In the late 1980s, Herman Daly 
collaborated with Clifford Cobb on a book called For the Common Good. This 
presented an Index of Sustainable Economic welfare, which measured wellbeing in 
financial terms, but also subtracted ‘bads’ from the total – pollution, disease, 
depletion of natural resources, and so on. From this Index the authors were able to 
argue that, despite the rise in monetary wealth in the US and UK over the previous 
decades, wellbeing was actually declining. Today, the issues are picked up again by 
the ‘Beyond GDP Initiative’, the Sarkozy Commission to rethink the metrics of, and 
provide a new compass for, development, with Amatya Sen and Joseph Stiglitz. As 
Sarkozy has pointed out, the financial turmoil has highlighted the need to re-invent 
capitalism with a strong dose of morality, as well as to put in place a better regulatory 
system. (http://www.beyond-gdp.eu/faq.html ) 
 
The Stern Review of the economics of climate change : This 2006 report 
addressed the critical economic realities of the scientific consensus from the IPCC on 
climate change. Lord Stern concluded that ‘climate change is the greatest market 
failure the world has ever seen’ and that ‘the benefits of strong and early action far 
                                                
9 The global population is just under 7 billion; the average level of affluence is around $8000; and the 
technology factor is just over 0.5 tonnes of carbon dioxide released per $1000 of GDP. Therefore 
today’s global CO2 emissions are 28 billion tonnes per year (7bn x 8 x 0.5). Given projected growth in 
population, the current emphasis on technological fixes is essential but not sufficient since we must also 
factor in a steady rise in overall consumption. 
10 Pearce D, Markandya A. and E. Barbier. 1989. Blueprint for a green economy. London, Earthscan 



 7 

outweigh the economic costs of not acting’.  The Review estimated that if we don’t 
act now, the overall costs and risks of climate change will be equivalent to losing at 
least 5%, and up to 20%, of global GDP each year, ‘now and forever’. In contrast, the 
costs of action – reducing greenhouse gas emissions to avoid the worst impacts of 
climate change – can be limited to around 1% of global GDP each year. Three 
elements of policy are proposed for an effective global response: (1) the pricing of 
carbon, implemented through tax, trading or regulation; (2) policy to support 
innovation and the deployment of low-carbon technologies; (3) action to remove 
barriers to energy efficiency, and to inform, educate and persuade individuals about 
what they can do to respond to climate change. The Review is controversial in at 
least two respects: firstly, it suggests that action on climate change need not cap the 
aspirations for growth of rich or poor countries; and secondly in its assumption of a 
pure rate of time preference of almost zero (which discriminates in favour of future 
generations and against the current generation). 
 
Southern ‘holistic’ and ‘circular’ traditions:  Various traditional societies do not 
accept that economic growth has contributed to their wellbeing. This is in part 
because they do not see financial security to be as important for their own wellbeing 
as land, resource, community, cultural and other forms of security. But it is largely 
because economic growth policies focused on increasing cash income are damaging 
where they result in outsiders usurping their rights in a rush to extract resources and 
‘export’ cash income. In contrast to the outsiders’ economic models, where land and 
labour are inputs, many traditional economic models place the economy within 
society, which in turn is nested within the environment. Such societies as a whole 
work within spatial and environmental limits. Some of these traditions are becoming 
reflected in new Asian models of development with their focus on the ‘circular 
economy’ with resource re-use and recycling. 
 
2.2  Current ‘green economy’ initiatives  
 
All the above antecedents continue to be relevant, and are sometimes referred to by 
a range of new initiatives aiming at a green economy. Significant active initiatives are 
introduced below, and others are summarised in Annex 1. 
 
UNEP’s Green Economy Initiative (GEI) – a substanti al UN research and 
advocacy initiative with a broad view of ‘green eco nomy’.  This has perhaps the 
most complete coverage of all initiatives. It proposes not only low-carbon energy and 
infrastructure, but also natural resource ‘green infrastructure’ (or high-carbon 
landscapes). This is a policy advocacy package rather than a financial vehicle, but it 
also aims to influence finance flows. It includes: 
·  Energy efficiency in old and new buildings 
·  Renewable energy technologies, such as wind, solar, geothermal and biomass 

Sustainable transport technologies, such as hybrid vehicles, high speed rail and 
bus rapid transit systems; 

·  Natural resource ‘green infrastructure’, including freshwater, forests, and soils 
·  Sustainable agriculture, including organic production. 
 
GEI activities include providing advisory services to countries interested in greening 
their economies; producing research products, such as The Green Economy 
Report, The Economics of Ecosystems and Biodiversity (TEEB) series of reports, 
and the Green Jobs Report; and engaging partners to effectively promote and 
implement green economy strategies. TEEB aims to do for biodiversity what the 
Stern Report did for climate change – establish costs and benefits for biodiversity use 
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(and abuse). It has provisionally concluded that biodiversity losses amount to 7% of 
world gross product. 11 
 
UN and OECD statements on ‘Green Economy’ and ‘Gree n Growth’ 
respectively – significant intergovernmental positi ons enabling exploration and 
action. These pronouncements will shape the evolution of several ‘green economy’ 
initiatives, particularly in the UN and bilateral aid system: 
 
·  UN System Interagency Statement. Issued on 25 June 2009, this has a strong 

development focus, presenting many ‘green economy win-wins’, but downplays 
difficult choices. UNDP played the lead role, with input from 19 UN agencies, the 
World Bank and WTO. Its strength is the high level of inter-governmental agency 
involvement, and indeed there is evidence that it is already helping to shape new 
UN country programmes. 12 

 
·  OECD Ministers declaration on ‘Green Growth’. Also issued on 25 June 2009, 

this substantial declaration could prove to be significant for OECD donors as well 
as domestic policy: ‘Green growth will be relevant going beyond the current crisis, 
addressing urgent challenges including the fight against climate change and 
environmental degradation, enhancement of energy security, and the creation of 
new engines for economic growth. The crisis should not be used as an excuse to 
postpone crucial decisions for the future of our planet.’ Ministers of 30 OECD 
countries have requested the OECD to prepare a Green Growth Strategy. 13 

 
‘Prosperity without Growth’ – a well-argued case fo r economic resilience rather 
than growth: This proposition from the UK Sustainable Development Commission is 
largely addressed to rich-country needs. But it may herald a wider recognition of the 
need to reconsider consumption-driven economic growth policies and replace them 
with investment-driven economic resilience policies. It argues that consumption 
growth does not necessarily increase prosperity, but sometimes it detracts from it: 
ecologically, socially and psychologically. It exposes the weaknesses of conventional 
responses to the problems of growth – ‘decoupling’, or continued economic growth 
but reduced material throughput, stressing that to remain within ecological limits, 
efficiency must continually run faster than growth (absolute decoupling.  
 
The policy recommendations are consistent with those of ‘Blueprint for a green 
economy’ 20 years earlier – and with the concept of sustainable development: faster 
progress on eco-taxation; a complete overhaul of the financial sector (including public 
control of the money supply); redistributive measures to lower income inequality; 
better protection against consumer debt and new incentives for household saving; 
enhanced public sector investment in sustainable technologies and infrastructures; 
the establishment of clearly defined resource use caps; reform of the GDP to account 
for changes in assets; employment policies that share work equitably; and better 
funding mechanisms for technology transfer.14  
 
Several 2009 economic recovery packages – major ini tiatives in financial 
governance and public investment, a few already wit h ‘green economy’ aims: 
That the ‘green economy’ idea has rapidly become a realistic proposition is in large 
part due to recovery packages and their financial potentials. Following the growing 

                                                
11 http://www.unep.org/greeneconomy 
12 http://www.unep.org/pdf/pressreleases/Green_Economy_Joint_Statement.pdf 
13 http://www.oecd.org/document/36/0,3343,en_2649_37465_43544996_1_1_1_1,00.html 
14 UK Sustainable Development Commission. 2008. Prosperity without Growth: steps towards a 
sustainable economy 
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realisation that the 2008-9 financial collapse is linked to structures that also cause (or 
are vulnerable to) climate change and environmental degradation, some of the 
packages include strong ‘green’ components. But not all: 

The overriding focus of recovery efforts has been on one headline crisis, finance – 
with efforts having a short time horizon, essentially to put the world back where it was 
as soon as possible. High Street spending is being reinvigorated so that consumption 
reignites the economic machine, existing industries and jobs are protected as far as 
possible, and growth can be restimulated. The global $3 trillion in stimulus is funded 
by huge increases in government debt that beg questions of the timescales and 
sources for debt recovery. The positive lesson – quick and decisive international 
cooperation can be achieved, suggesting we could also reach agreement on more 
sustainable forms of recovery. The negative lesson – the potential perils of reviving 
an economic system that is still de-coupled from finite ecological limits. 

However, some recovery packages focus on two headline crises, finance and climate 
change – including ‘low-carbon’ components. They aim to change investment so that 
growth is less carbon-intensive – and to secure “first-mover” advantages in what is 
already a $5 trillion global market for low-carbon energy and infrastructure. But 
despite the added emphasis on low-carbon investment, these stimulus packages are 
still aimed at enhancing consumption, rather than encouraging savings that can be 
channelled into restoring environmental assets. The positive lesson – many countries 
(if well-resourced ones) now recognise an opportunity in tackling excessive fossil fuel 
consumption and investing to make climate change commitments a reality. The 
negative – most ‘low-carbon’ packages are overwhelmed by the size of ‘mainstream’ 
support to the status quo; they largely serve vested interests and ignore key players 
with potential for installing a resilient economy and generating further ‘green’ jobs 
(notably managers of natural resources, and poor people in the informal economy). 
On average, only 16% of the funds in 20 national recovery packages support low-
carbon investment.15 And few recovery packages promoted by the G20 are truly 
‘green’, since most neither address over-consumption nor aim to invest in 
environmental assets such as soils, water and biodiversity. 

Some comprehensive ‘green’ recovery packages and plans are proposed by 
developing countries. Many were sparked in part by the recent financial intentions of 
largely OECD countries. 16 UN country programmes, particularly in Asia, are now 
beginning to be framed around ‘green economy’ discussions.  

�  South Korea’s ‘Low Carbon, Green Growth’, where 80% of the domestic recovery package is aimed 
at low-carbon economy.  

�   ‘International funding-led’ schemes in LICs e.g. Guyana’s Low-Carbon Development Plan, which is 
aiming at comprehensive development in pro-poor sectors such as agriculture and tourism through 
investing putative international carbon payments for forest conservation. 

�  National climate change plans that have taken a broader view, reorienting development in various 
ways to invest in low-carbon energy and, to a more limited extent, natural resource conservation 
and sustainable use e.g. in Brazil, Bangladesh, Mexico, Nigeria 2020 low-carbon vision). 

�  The ‘Maurice Ile Durable’ Fund aims to transform Mauritius into a model sustainable island state, 
promoting efficiency and renewability in energy, water, solid waste management, industrial 
processes and agricultural practices. 

�  The National Rural Employment Guarantee Scheme (NREGS) in India, though with mixed results, 
is already producing encouraging results. Through an Act of Parliament, the poor and marginalised 
are guaranteed 100 days of work each year with minimum wages. If further fine-tuned to restore 
natural assets and implemented effectively, this could lead to large environmental, social and 
economic gains, besides political capital. 

                                                
15 HSBC. 2009.  
16 http://www.unep.org/greeneconomy/LinkClick.aspx?fileticket=ciH9RD7XHwc%3D&tabid=1393&language=en-US 
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Green Economy Coalition: This is a new cross-sectoral initiative, aiming to agree a 
common ‘transition’ agenda to support a green economy (or green economies, as it 
specifically recognises there will be many different approaches in different countries), 
as well as to promote this within their own constituencies and jointly to high-level 
decision-makers especially in government and business. Its initial advocacy focus 
has been on the G20 meetings – more detailed plans are being made after the 
Coalition’s inaugural meeting in October 2009. The Coalition covers development, 
environment, business and labour interests. IIED is the host, and members include: 
UNEP, ILO, WWF, ITUC, IISD, Consumers International, GRI, and Development 
Alternatives. Its strength is in the breadth of Coalition across the sectors and the 
involvement of some Southern participants – which the Coalition wishes to further 
develop, so that it has both credibility and capacity to reach many audiences. 17 

Trade union movement focus on the Green Economy: Over the past three years 
a significant shift has occurred within the main international trade union body (the 
International Trade Union Confederation) and its members on the importance of 
environmental issues to their core agenda: 
 
·  Agenda-setting in a time of rapid change: The financial and climate change crises 

present trade unions with a choice – either to try to resist change and stick with 
obsolete economic and employment models, or to be in the vanguard of 
redefining how society could function better. The ITUC has chosen the latter. 

·  Understanding that linked challenges need a coherent new vision: Unions are 
putting forward a new and radically different development vision. It is not possible 
to isolate ‘green’ issues from the importance of gender equality, wealth 
distribution and job quality – they must be seen as a coherent package. 

·  A positive message: emphasis on the ‘green jobs’ opportunities for permanent, 
high-quality employment has resonated well, even among more conservative 
North American unions. 

 
By taking a clear and high-profile position on the benefits of moves towards a green 
economy, unions are able to influence dialogue and policy decisions in a wide variety 
of contexts. South African unions protested when efforts to reduce fossil fuel 
subsidies didn’t take account of the unequal impacts on the poorest people. Unions 
in South Korea have criticised government claims that their economic stimulus 
package was ‘green’ by highlighting likely problems with water access from the 
planned infrastructure development, as well as the temporary, poorly remunerated 
nature of many of the jobs to be created.  
 
Trade unions are also able to work with their traditional partners such as Employment 
and Finance Ministries to shift thinking on environmental issues among mainstream 
policymakers. Just as is the case for development agencies, there are major 
opportunities to influence an emerging policy driver from within – ensuring that core 
values of equity and social justice are central to the ‘green economy’ vision. 
 

                                                
17 http://www.greeneconomycoalition.org 
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3.  The major ‘green economy’ challenge: reassessin g economic policy and 
elevating environment policy 
 
A quick analysis reveals several commonalities in what the above ‘green economy’ 
concepts and initiatives generally include and exclude: 

a) Climate change is a key driver and low-carbon energy is a key objective – but 
natural resource assets (soils, water, biodiversity) tend to be secondary 

b) OECD / Northern ideas tend to dominate – but Southern initiatives respond to 
them, rather than being built on Southern analysis and stakeholder consultation 

c) Most are designed around the formal economy/institutions – but are not very 
inclusive of the informal economy, social enterprise and civil society which have 
provided much economic resilience and ‘green investment’ to date 

d) They focus on short-term investment and political opportunities post-financial 
collapse – but tend to be unclear about longer-term changes in economic 
structures/paradigm and institutions 

e) In relation to social issues, the focus has been on ‘green jobs’ – but not on the 
enduring challenge of poverty reduction or ‘quality of life’ issues 

f) Most take an advocacy approach and emphasise ‘win-wins’ – but some major 
assumptions, dilemmas and constraints remain unaddressed. The transition to a 
‘green economy’ will not be as easy as is commonly presented 

g) Work is going on at a range of levels to define ‘green economy’ – from values to 
sector policy and instruments (see figure below, from the Green Economy 
Coalition). These various strands of debate and innovation have not always been 
combined – and it is clear they need to be, i.e. that green economy will be a new, 
values-driven approach 

 
Exploration and strengthening of the missing elements above are activities that are 
highly conducive to bilateral development assistance. It may be both timely and 
relevant to tackle these: natural resource infrastructure; informal economy, social 
enterprise and civil society; longer-term needs and especially poverty reduction; and 
Southern analysis and stakeholder consultation about what ‘green economy’ can and 
should be. We return to these in section 5. For each of the missing elements, there is 
usually one green economy initiative that has made most progress or that could drive 
change e.g. GEI for a) above, and the Global Economy Coalition for b). 

How can we more usefully present the ‘green economy’ idea, given the 
inconsistencies and gaps between various current concepts and initiatives? There is 
considerable vagueness about the intended outcomes of many ‘green economy’ 
pronouncements or initiatives. Thus we propose three objectives that emphasise its 
pro-poor orientation and working within environmental limits – putting ‘people and 
planet’ back into the economy, with the goal of balanced human and ecosystem 
wellbeing.18 These could be used as a framework for assessing existing policies and 
plans, as well as a test of any ‘green economy’ initiative:  

1. Economic resilience – offered by sound and stable financial systems, by 
nurturing ecosystems that produce environmental goods and services supporting 
the economy, and by people’s coping strategies for handling change and crisis 

2. Biosphere protection , nurturing critical environmental assets and ensuring 
sustainable resource use within ecological limits  

3. Social justice and distributional equity  – improving rights and freedoms that 
enable people to develop resilient livelihoods; and developing economic 
opportunity for all, especially those at the lower end of the economic pyramid 

                                                
18 These objectives are proposed by the Green Economy Coalition 
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In this way, ‘green economy’ offers an updated articulation of the concept of 
‘sustainable development’ – covering economic, social, and environmental 
dimensions, and both shorter and longer term. But, like sustainable development, the 
tough constraints in the way must be assessed and faced head-on. 
 
How can green economy approaches have greater influence in future? The trouble is 
that most of the tough constraints are there for a reason.  The reason can be as 
simple as tradition; more often they are in the interest of one or other powerful 
constituency that defends its ground and works the political system to preserve the 
status quo.  Policy change – even when it is clearly the right thing to do, and even 
when there is considerable public support for it – rarely follows a smooth trajectory. 
 
Further, although we often prefer not to acknowledge it, there is a policy hierarchy in 
place in every country.  Economic policies tend to have pride of place, alongside 
security policy.  Fiscal policy, trade policy, and policies governing the private sector 
receive the greatest political attention.  Policy relating to agriculture is also often 
given high political priority for a variety of reasons that relate to electoral mapping, 
cultural self-image and emotion.  Social policies generally occupy a second ranking – 
with some (justice, health, employment) being more important than others (rural 
development, education).  Trailing at the rear come policies relating to environment, 
tourism, youth and sports. 
 
This characterization, and particular the ranking, may be disputed and the situation 
will vary from country to country.  Nevertheless, in most countries – developed and 
developing – it is the top-ranking policies that tend to define the framework within 
which other policies are expected to fit.  Thus environment policy, by and large, 
should not upset fiscal policy but instead should operate within the fiscal frame and 
its tight limits.  And where there is a dispute between the two, it is almost always the 
apex policy that prevails. 
 
It has become abundantly clear in the two decades since Our Common Future, and 
since the Earth Summit in Rio that we will never make significant moves towards 
sustainable development unless we can re-examine and amend policy across the 
entire spectrum.  The unspoken wager on which the movement for a Green Economy 
is based is that – with so much of apex policy currently discredited – the time is ripe 
to undertake just such a reassessment. 
 
The very focus on the Green Economy  appears to recognize that it is principally on 
the economic pillar of sustainable development that we need to focus our efforts, 
because it is apical economic policy that will, in the end, determine whether or not we 
succeed in bringing sustainable forms of development closer to realization.  It will not 
be an easy change but there are signs that the ground may be shifting. 
 
Trade policy offers an interesting example.  For the entire half-century of the General 
Agreement on Tariffs and Trade (GATT) and for the first decade of the World Trade 
Organization (WTO) that replaced it, trade policy was seen to be a mostly self-
contained field of endeavour.  While of course there were links with interests in other 
fields, harmony required only minor adjustments at the frontier between the different 
policy areas. In 2001, the WTO members publicly dedicated the Doha Round of 
multilateral trade negotiations to development, a gesture they felt would send the 
right signals but that need not seriously affect business.  To their surprise and to the 
dismay of some, they subsequently found that they were being held to their promise: 
no outcome of the negotiations was envisageable if it did not deliver a result that 
clearly advanced development in the poorer parts of the world.  In seeking to work 
out how to do this, the negotiators found that they had to question many basic 
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economic policies.  And, in doing so, they found that a development-friendly trading 
system would look very different. 
 
A similar re-assessment needs to be undertaken across other economic policy areas 
as well, so that we arrive at a roadmap not only for an economy artfully decorated 
with green trimmings but an economy that, by its design and functioning, advances 
green goals.  This is an economy that screens out options that, while economically 
attractive in the short-term, come at the price of social dislocation, undermining of 
human rights, or the degradation of the environment.  It is an economy that advances 
its own goals at the same time as it advances development and environmental 
responsibility. It means all policy must be judged against criteria relating to its impact 
on a broad range of broadly-accepted public policy goals, and not solely on its impact 
within its own sector.  It means the implementation of serious disciplines to balance a 
policy’s short-term benefits with its long-term costs. And it means serious public 
policy review to elevate ‘environment’ to a much higher and more secure position in 
the policy hierarchy, in tandem with greater attention to the longer term 
 
None of this is beyond the imagination of politicians.  It could begin with the 
implementation of “do no harm” rules aimed at screening out policies that would have 
a clear negative impact on society, on employment or on natural resources. It would 
then need to move quickly towards policies that pursue economic results through 
incentives that at the same time consolidate social and environmental policy.  This is 
reminiscent of our periodic rhetoric in favour of policy harmonization, policy 
coherence, or “joined-up policy”.  But whereas those calls generally responded to 
embarrassing examples of policy incoherence, the Green Economy calls genuinely 
for a realignment of all public policy behind the pursuit of an agreed overall goal for 
humanity.  In this it is a challenge of a substantially different magnitude. 
 
Nobody believes this challenge can be addressed in one sweep, nor that it can be 
implemented everywhere at the same time.  For this reason, the next section sets out 
some of the changes to economic policy for which there appears to be a gathering 
consensus – at least around the need to act.  If the economy is genuinely to move in 
a green direction, it is likely to be the result of a series of successful examples that 
have demonstrated not only their feasibility but also their impact.  These examples 
will develop momentum through their success and greatly improve the receptivity to 
ideas for fundamental policy redesign.  
 
 
4. Working towards a ‘green economy’ in developing countries – eight themes 
 
Best bets for action by developing countries include: (a) stopping bad practice; (b) 
promoting and supporting current good practice; (c) improving the enabling 
conditions for a green economy; and (d) exploring key assumptions and dilemmas.  

Firstly, stopping bad practice:   

Theme 1: Eliminating subsidies and other perverse i ncentives to neglect and/or 
degrade environmental assets – especially many foss il fuel, farming and 
fisheries subsidies.  At the top of the list of incentives that undermine a shift to a 
green economy are public subsidies. Globally around US$300 billion annually, or 
0.7% of world GDP, is spent on such subsidies, which are employed mainly to lower 
the prices of coal, electricity, natural gas and oil products. Most of these subsidies do 
not benefit the poor but the wealthy, nor do they yield widespread economic benefits. 
Energy subsidies in the high income economies of the OECD amount to about 
US$80 billion annually, and subsidies in 20 non-OECD countries total US$220 billion. 
Cancelling these subsidies would on their own reduce greenhouse gas emissions 
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globally by as much as 6% and add 0.1% to world GDP. The financial savings could 
also be redirected to investments in clean energy R&D, renewable energy 
development and energy conservation, which would further boost economies and 
employment opportunities.19 Reaching the decades-old target of 0.7% of GDP 
dedicated to ODA by all OECD countries would require around six weeks’ worth of 
energy subsidies. There is a good deal of experience now with successful 
desubsidization, in both the developed and developing worlds. Successful subsidy 
reform can release large sums of money that can then be devoted to productive 
investment in a greener economy.  

 
Theme 2: Reducing waste and improving efficiency.  Many development initiatives 
focus on export-led growth in poor countries, targeting national economic and social 
indicators of progress, involving increased throughput of raw materials and energy in 
the economy, with attendant environmental and social impacts. Far less attention has 
been paid to the potential to cut waste and maximise productivity in industry and 
agriculture. The opportunities, however, are tremendous, including many easy wins 
where environmental gains and long-term savings in cost converge, especially in 
energy and water use. However, pro-poor enterprises will need support to cover the 
initial capital-intensive and carbon-intensive investments that longer-term resource 
efficiency often entails.20 

The second group of actions aim to identify and support proven good practice:   

Theme 3: Strengthening pro-poor natural resource se ctors such as agriculture 
and forestry . These activities constitute the largest share of employment and 
biggest source of export revenue in many poor countries. Any shift towards a greener 
economy, and any effort to address the risks from climate change, therefore require a 
particularly strong focus on the agriculture sector. The rates of return can be good 
(see below). As well as from investment finance, securing the rights of poor groups to 
participate in natural resource management and associated markets will be key. So 
also will be soft technology transfer, through support and training to develop good 
practice that responds to rapidly changing markets and climate fluctuations. 

High rates of return from environmental investments  

UNEP identifies the quickest pay-back from long-term investments in sustainable agriculture, freshwater 
supply and sanitation. This is in addition to ‘low-carbon’ investments more commonly considered in 
some stimulus packages – energy-efficient buildings, transport and renewable energy. 21 We would add 
sustainable forestry, especially for its co-benefits, e.g. forests produce 7.3% of India’s GDP, but 57% of 
the GDP of the Poor. Many environmental assets exhibit high social and financial rates of return, and it 
is time for a global review of the economic potentials. An initial review of 400 separate economic studies 
worldwide, employing conservative assumptions, demonstrated good rates of return: 
 
�  Providing clean water and sanitation: 4:1 to 14:1 
�  Mitigating natural disaster impacts: up to 7:1 
�  Agroforestry: 1.7:1 to 6.1:1 
�  Conserving mangrove forests: 1.2:1 to 7.4:1 
�  Soil conservation: 1.5:1 to 3.3:1 
�  Biodiversity in national parks: 0.6:1 to 8.9:1 
 
Under alternative assumptions, taking into account longer time frames and broader impacts on poor 
populations, even higher rates of return were found. 22  
 

                                                
19 Ed Barbier ‘A Global Green New Deal’ University of Wyoming April 2009. 
20 IIED Briefing ‘Shifting the balance: equity and sustainable consumption’ Jan 2009. 
21 UNEP. 2009. Global Green New Deal: Policy Brief. 
22 Pearce, David W. 2005. “Investing in Environmental Wealth for Poverty Reduction,” UNDP, New York 
(http://www.undp.org/pei/pdfs/InvestingEnvironmentalWealthPovertyReduction.pdf). 
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Theme 4: Public procurement of socially and environ mentally sound goods 
and services . Globally, the public sector accounts for over 20% of the overall market 
for goods and services. In developing countries it can approach 50%. Thus 
government purchasing policy can have the effect of tipping the market into improved 
forms of production in a very short time. Using the power of the market to shift 
patterns of production is, in contrast, an uphill battle; consumer behaviour is 
notoriously hard to change. With the public sector, there is less excuse for inaction – 
and shifting government purchasing decisions is a matter of government decision. If 
the Chinese government, for example, were to decide to increase the proportion of 
wood products that are certified to 100%, it could change the face of world forestry.  

The transition to a green economy could be accelerated many-fold were a large 
number of governments (at the central, regional and local level) to decide to adopt 
sustainable, development-oriented procurement policies. There are many examples 
around the world to draw on, but developing countries now need support to work 
through the policy and regulatory obstacles that must be removed even after the 
decision to purchase sustainable goods and services has been taken. This support 
could cover the development of best-practice information, initial assessment of SPP-
readiness, introducing sustainability criteria sector by sector and over time, and the 
development of institutions and capacity to support this effort. 

It is a worthwhile effort. Even 15% of the market tied to sustainability criteria can be 
enough to tip the entire market in that direction.  

The third group of actions address the institutions, capacities and other enabling 
conditions needed for a green economy: 23  
 
Theme 5: Building resilience – through capacity str engthening, including of 
neglected but key civil society, communities and sm all businesses. It is 
important to recognise and support a diversity of sources of resilience, formal and 
informal, government and non-government. In any times of crisis, the people and 
countries which suffer most are those with least capacity to adapt to change and 
uncertainty, and with least rights to resources and redress. But we can also identify 
some more positive lessons: sub-Saharan countries have been shielded to a limited 
extent through their relatively low levels of engagement with the global economy, and 
also through the high proportion of economic activity conducted in the informal 
sector, which is less closely linked to global trends and crises. The impressive day-
to-day ‘coping strategies’ of many poor people alert us to the inherent resilience of 
the informal economy. They can cope with slower-moving environmental changes, 
and cushion formal employment dropouts. It is inherently flexible, with lower 
overheads, communal decision making, and a plethora of intangible aspects that 
create a ‘trampoline’ of social capital and can reduce social protection costs. In 
developing countries it is very significant – by some measures, up to half of 
economically active adults work in the informal economy.24 
 
A similar analysis applies to building resilience to climate change – monolithic state 
projects are less effective (and cost much more) than a myriad of small-scale, civil 
society initiatives, including social enterprise and small businesses.  
 
A growing number of social enterprises  – or ‘hybrid’ NGO-commercial small and medium-sized 
enterprises – are drawing on financial instruments ranging from grants to carbon credits to regular 
commercial loans. They can deliver real benefits. We reviewed 10 of the better hybrid enterprises 
providing low-carbon energy to poor households: they had already served over 9 million people, saving 

                                                
23 IISD has prepared a brief paper for the UNEP-GEI on the various ‘enabling conditions for a green 
economy’, which covers some but not all of the following. 
24 IIED. 2009. Road to Recovery: Mapping a Sustainable Economy. Discussion paper to inform the 2009 
Commonwealth Heads of Government Meeting 
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2 million tonnes/year in carbon emissions. A million solar panels are now in villages in Bangladesh 
through the efforts of just such a social business; a million treadle water pumps in the same country by 
another social business. 25 
 
“Small businesses  are the most dynamic and flexible employers, and the best safety net is a job. Small 
businesses operate where Wall Street, and even Main Street, give way to villages with no streets. The 
credit contraction squeezes out small businesses and their lenders, while state-owned enterprises and 
big companies get bailed out.” Robert Zoellick, World Bank 26 
 
Theme 6: Governance of the green economy.  Market forces alone cannot create 
the right conditions for a green economy, in part because the costs of environmental 
damage and social problems are not internalised in prices. It needs governments to 
establish systemic change. This is not just a matter of planning, but also of broader 
governance, as current REDD debates emphasise. By and large, most developing 
countries have made progress in transparency, participation and democratic process. 
But insufficient attention has been paid to the ways in which accountability can be 
strengthened. A transition to a green economy needs not only a plan of the steps to 
be taken (e.g. ‘greening’ of PRSs, NDPs, FDI strategies and country assistance 
strategies); it needs a concerted effort to remove the obstacles that prevent the 
planned transition from happening smoothly and quickly. Thus, perhaps more 
important than a new round of green economy planning will be: 
 
·  a clear idea of green economy objectives or outcomes,  
·  agreed green economy principles, with criteria specific to a sector or institution 
·  accountability and incentive mechanisms at central, sector and local levels 
·  participation and ‘ownership’ of green economy plans locally 
·  securing rights for engagement by poor groups in the green economy, e.g. 

resource rights regimes to support sustainable management by local and 
community users 

 

A key step to help with this would be a ‘Green Economy test’ based on the three 
proposed objectives, and applied to national plans, budgets and country assistance 
strategies, as well as to the new international Financial Stability Board, stimulus 
packages, and IMF rules applied to specific countries. 

Theme 7: Green investment prerequisites and instrum ents.  The transition to a 
green economy will not take place without substantial investment. This is recognized 
by country after country earmarking proportions of their stimulus packages to actions 
that aim to speed up the green transition. Among these, China and Korea stand out, 
so this is not a matter reserved for the environmentally-conscious rich countries. 

Addressing climate change will require a fundamental transformation in the way 
society produces, distributes and uses energy, and this will require investment on a 
scale unseen before. The International Energy Agency estimates that satisfying 
future energy demands will require an investment of some $44 trillion between now 
and 2030. Energy projects typically have a lifetime of 25-35 years, roughly the time 
that IPCC says we have left to make the transition to sustainable energy systems. If 
those sums are invested in the right way, they will suffice to make the transition to 
sustainable energy systems. But if they are invested in traditional energy generation, 
we will entrench polluting infrastructure for another few decades, having missed the 
last opportunity before irreversible climate change is triggered. 

                                                
25 Geoghegan, T., B. Dixon and S. Anderson. 2008. Opportunities to achieve poverty reduction and 
climate change benefits through low carbon energy access programmes: a review of the portfolio of the 
Ashden Awards for Sustainable Energy. http://www.ashdenawards.org/files/reports/DFID_report.pdf. 
26 NY Times OpEd ‘A Stimulus Package for the World’ 23 Jan 2009 
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In view of the size, importance and urgency of this issue, it is disturbing to note that 
the policy framework surrounding investment not only fails to encourage “green” 
investment, but actively discourages it. Giving preference to green solutions could 
land developing countries in drawn-out and costly litigation and leave them facing the 
payment of settlements that undermine their ability to meet development or other 
public policy objectives.  

Therefore steps are needed to ensure that investment agreements no longer 
discourage investment in the transition to a green economy and, where possible, that 
they actively encourage it. This means amending and improving existing investment 
agreements, replacing outdated ones and introducing a great deal more 
transparency in the procedures for investment dispute settlement – and working with 
both developing countries and international organizations to do this.  

A range of other investment activities – many amenable to catalytic support by 
development assistance agencies – are also required: 

·  Conducting public environmental expenditure reviews to assess the levels of 
public spending and revenues connected to environmentally-sensitive sectors 
such as agriculture and health, with the aim to ensure critical environmental 
services receive adequate investment and recurrent funding. Changing the flows 
of existing public finance is as important as finding new sources of finance.  

·  Ensuring those who negotiate budget support agreements understand that 
environmental assets are as significant a foundation for development as financial 
assets, especially for the poor. 

·  Strengthening fledgling ‘green investment’ services in (or available to) developing 
countries, many of which are overwhelmed by present demand and not always as 
focused on natural resources as on clean energy.  

·  Developing new financial vehicles: Introducing innovations such as ‘green’ bonds 
and ‘green’ banking – to support investment in environmental goods and 
services, e.g. Malaysia’s $530M green bond for planting 375,000 trees; as well as 
social stock exchange models to raise capital for the many social enterprises that 
are getting clean energy and sanitation to millions of poor people at lower cost 
than corporations or governments  

 

The final actions involve exploring the missing elements and dilemmas surrounding 
‘green economy’ (section 3) that have been glossed over to date: 

Theme 8: Researching and debating key ‘green econom y’ assumptions and 
dilemmas, and keeping ‘green economy’ initiatives u nder view . The wide range 
of current concepts and initiatives could represent a significant sea-change in 
development thinking and practice. It would therefore be helpful to keep a broad 
overview of them against relevant process and outcome criteria (e.g. the green 
economy ‘test’ suggested above). Further, there are several contentious issues 
which deserve further research and discussion, e.g: 
 
Beyond ‘growth’ as a measure of success?  While no country has managed to reduce poverty without 
economic growth, this is only part of the picture. Firstly: as the nine ‘planetary boundaries’ are 
increasingly stretched, it becomes clear that the growth potential of the physical economy is limited, and 
economic resilience matters more – often conferred by the informal economy, which is not subject to 
growth policies and instruments. Secondly: it is increasingly possible for poor country economies to 
grow in conventional GDP terms but for only a small fraction of increased revenue to remain within the 
country (or with poor people). 
 
Principle of contraction and convergence (C&C) – ap plied to finite natural resources as well as 
carbon?  The principle of C&C is still contested in the climate context, but its logic is well understood, in 
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that it posits an equitable means by which to limit overall emission levels while recognising the right to 
increase economic activity in underdeveloped countries. A number of bilateral development agencies 
have indicated support for this model, though again the detail is hugely complicated. But the logic 
behind C&C is also highly relevant to other finite natural resources. Development agencies could 
usefully recognise that creating development ‘space’ for poor countries and people places responsibility 
on higher-consuming countries to reduce use of freshwater, fish stocks, forest products and other 
natural resources. 
 
Where is our steel/aluminium/concrete going to come  from – and who is responsible for the 
carbon?  Exporting dirty industries is not an option for a sustainable global economy. We can make 
much of new green technologies, but even with efficiency improvement the mining and refining of basic 
building materials is always going to be a dirty industry with high energy and carbon requirement. A 
vision for a sustainable global economy should explicitly engage with how these industries should be 
organized and these materials produced. Furthermore, should it be the point of consumption (embedded 
carbon) or the point of production which is assigned the responsibility for carbon emissions? China, for 
example, suggests that countries that import its goods should be responsible for the carbon produced by 
their manufacture. How and why we assign responsibility for carbon as we do in our sustainable global 
economy vision ultimately needs to be made explicit. 
 
 
5. Implications for Danida’s strategy in the short term and beyond 
 
The above eight themes are framed in terms of what could usefully be done within 
developing countries to support the transition to a green economy. Some of them, 
notably subsidies, also require coherent action within OECD countries. In principle, 
each is open to Danida intervention and support, but several may necessitate 
significant Danida policy change. In addition, Danida may wish to consider several 
shorter-term activities that will help it and developing country partners to think 
through the options and best bets. These will not initially require policy change: 
 
a) Regional consultations on ‘green economy’ possibilities and risks – ensuring 

more Southern input to the green economy concept and emerging policy and 
financial vehicles, so that they do not prejudice against poor groups, the natural 
resource base on which poor people depend, and/or the informal economy and 
social capital needed for economic resilience. The Green Economy Coalition is 
considering several such consultations, based on a tiered process of local-
national-regional deliberations. 

 
b) Analysis and strategy for improving green economy enabling conditions at 

country level – there may be advantages in encouraging the better linking of two 
UN programmes, the Green Economy Initiative (which is convening global 
expertise and conducting analysis on green economy potentials) and the Poverty 
Environment Initiative (which is convening developing country ministries, around 
the ministry of finance and/or planning, to better consider environmental issues). 
These could also help to ‘root’ the green economy concept more effectively in 
developing country concerns (as long as no incentives were put in place to 
prematurely ‘deliver’ unproven approaches). One option is for them to work 
together in producing ‘catalogues’ of green economy best practice – bringing 
these together for key sectors or countries. They will look quite different from 
country to country, depending largely on the energy profile and main uses of 
natural resources. The Green Economy Coalition could also support this. 

 
c) Research and development in developing countries – There is clearly a major 

role for cleaner energy sources and other low-carbon technologies under the 
post-COP15 climate regime. Denmark has strong credentials in wind and wave 
energy. Could Danida play a role in helping to ensure these technologies are 
accessible to low income countries at competitive rates, with necessary training 
and skills and long-term support where needed? One viable approach might be 
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temporarily covering intellectual property costs for experimentation within 
developing countries around Danish wind power. Another might be the judicious 
use of ‘green’ subsidies to ensure environmentally and socially sound options are 
used in energy, forestry and agriculture investments. 

 
d) Policy coherence within Denmark corresponding to the above eight themes – 

using the green economy ‘test’ proposed above. It is clear that, if Danida is to 
support green economies in developing countries, this will have significant 
implications for overall Danida development policy. Merely establishing a 
separate Danida ‘Green Economy Programme’ within an inconsistent Danida 
(and Danish government) policy framework is not likely to achieve the 
transformation required. It will therefore be valuable to identify and review any 
Danish support for fossil-fuel-dependent energy, industrial or agricultural 
development activities in developing countries; or Danish agricultural subsidies 
that discourage investment by developing countries in sustaining their natural 
resource base. 

 
e) Global discussions about the role of aid in supporting the transition to a green 

economy may soon be warranted  – addressing the potential capacity, policy and 
investment roles of aid in the transition to greener economic structures. The 
concept of ‘green economy’ is consistent with, and advances, many of the 
elements of the OECD Accra Agenda for Action – engaging with civil society and 
non-government drivers of growth and resilience; building capacity for resilience 
in a globalised world; strengthening and working with country systems for 
balancing development objectives; and improving accountability. In 
commissioning this paper Danida has again taken a lead in exploring a new but 
challenging policy proposition – the notion of ‘green economy’ potentially putting 
‘people’ and ‘planet’ back into the economy, making poverty reduction 
irreversible. There are very recent signs of other bilaterals also beginning to think 
through the catalytic role of aid. The multi-donor Poverty Environment Partnership 
(PEP) will explore the green economy theme at its March 2010 meeting in 
Malawi. The results could then be fed into the post-MDGs dialogue among 
OECD-DAC members. 
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Annex 1: Further green economy initiatives summarised 
 

Name 
 

Who’s involved Main characteristics Unique selling p oints Web reference 

New Green Deal  The New Economics 
Foundation, UK 

Calls for investment in renewable energy, ‘green 
collar’ jobs, and reining in the banking industry 
Calls for an alliance of environmentalists, 
industry, agriculture and unions  

Mainly UK focused  
An early leader and catalyst for the current spate of 
initiatives 

www.neweconomics.org/gen/g
reennewdeal.aspx 

‘Green Jobs’ Report 
Sept 2008 

UNEP, ILO, Institute of 
Employers, Int Trade Union 
Congress 

Detailed analysis of how 11 major industry 
sectors would be transformed in a ‘green 
revolution’. Clear on ‘challenges of creating 
green economy’ 

Puts forward ways that governments can provide 
drivers for change through incentives, legislation 
etc 

http://www.unep.org/labour_en
vironment/PDFs/Greenjobs/UN
EP-Green-Jobs-Report.pdf 

Clean Energy for 
Development 
Investment 
Framework 
 

World Bank Group plus 
private sector actors, 
development agencies, LIC 
country governments 

WB looking to work with private sector partners 
and development agencies to increase 
investment in clean energy for LICs and ‘close 
the development gap’  

Positioning WB to play central role in disbursing 
new ‘green’ funds to LICs. Some controversy over 
relations with UNFCCC Adaptation Fund 

http://siteresources.worldbank.
org/EXTCC/Resources/WBGat
Work.pdf 

Trade and Climate 
Change: Report by 
WTO and UNEP, 2009 

WTO, UNEP Useful analysis of links between trade and 
climate change 

Useful and detailed synthesis of current evidence 
and ideas 

http://www.wto.org/english/res
_e/booksp_e/trade_climate_ch
ange_e.pdf 

One Planet Living 
campaign, WWF 

WWF members plus – 
concept intended to be 
widely used 

Generates practical ideas on how to live within 
planetary limits. Ten OPL principles and a OPL 
Leaders course 

Tool for wider engagement of civil society, 
articulating practical ‘green economy’ options and 
challenges 

http://assets.wwf.org.uk/downl
oads/climatesolutionreport.pdf 

How to feed the world 
in 2050: Expert Policy 
Forum – Oct 2009 

FAO convened event High level academic and policy maker forum – 
intended to help position FAO and frame a 
longer-term agenda for agriculture and 
development 

Asking vital development questions – though no 
clear prioritisation or action agenda as yet 

http://www.fao.org/wsfs/forum2
050/wsfs-background-
documents/wsfs-expert-
papers/en/ 

WBCSD’s  
Vision 2050 

Twenty-nine companies and 
the World Business Council 
for Sustainable 
Development 

Developing a business view on making the world 
sustainable by 2050, encouraging companies to 
reinvent themselves, their products and services  

A business vision for a hyper-innovative and 
radically eco-efficient world 

www.wbcsd.org  

 


