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A green economy is driven by investment in environmental sectors and consumption of environmentally friendly 

goods and services. It includes, but is not confined to a low carbon economy. In a green economy, significant 

public and private investment is made in sectors such as renewable energy technologies, energy efficient 

technologies, industries, services, buildings, transport systems, and cities. Additional sectors can include waste 

management and recycling, water management, and environmentally friendly farming, fishing, logging, and 

tourism practices. A pre-requisite for these investments to work is investing in required human resources.  

 

A green economy is one of the many ways to achieve sustainable development. For many years, the discussion 

on sustainable development has focused on striking a balance amongst the three pillars of sustainability: 

economic development, social equity, and environmental conservation. The effort to balance these 

developmental dimensions remains important, as there are often irreconcilable tradeoffs, at least between the 

short and long term. A green economy seeks to complement the “balancing” approach with an “integration” (or 

more commonly known as the “win-win”) approach. It focuses on those environmental sectors that not only help 

address environmental challenges, but also contribute to equitable economic growth, decent job creation, and 

poverty reduction on a large scale. 

 

An illustration may help explain the difference between these complementary approaches. At a recent 

international forum in Beijing, Xia Guang, the Director of the Policy Research Centre on Economy and 

Environment in China described China’s economic growth as a very long leg that walks very fast whereas 

China’s environmental protection is another leg, but a much shorter one. He remarked that it is not realistic to 

cut the long leg short so match the short one; what needs to be done is to make the short leg longer so that the 

two legs are of the same length and can walk in synchrony. This is a typical “balancing” approach. Under an 

integrated approach, in contrast, the economy has two legs and it is not necessary to slow down the pace, but it is 

important that both legs of the economy walk on a green path. This means that economic growth should be 

driven by green investments. 

 

There can be two types of indicators to describe a green economy. One is a set of policy indicators such as fiscal, 

pricing and legal incentives for gearing investments towards green sectors. Another is a set of performance 

indicators such as the share of green investment in total capital investment, the quantity and quality of jobs in 

green sectors, the access by the poor to environmental services such as clean energy and water, and carbon and 

other resources intensity per unit of output. Both policy and performance indicators can be disaggregated at a 
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sector level such as the share of organic agriculture in total agriculture output. For different categories or types 

of economies (such as highly industrialized, or extractive resource-based, for example), medians and averages 

could be estimated and used as a benchmark to inform policymaking.  

 

There are number of green sectors that are known to have the potential to help address both climate and 

developmental challenges. They include renewable energy technologies and energy efficient technologies, 

industries, buildings, transport, among others. The renewable energy sector, for example, employed 2.3 million 

workers worldwide in 2006 and is expected to grow to 20 million by 2030. At the country level, in Germany, the 

renewable energy sector generated US$240 billion worth of output and employed 259,100 people in 2006. It is 

expected that by 2020 the renewable energy sector could provide more jobs than the auto industry in Germany. 

In China, this sector already generated US$17 billion worth of output and employed nearly one million people in 

2006.
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There is a growing body of evidence to demonstrate the win-win potential of a green economic transformation. 

A major part of the UNEP-led Green Economy Initiative is to collect and synthesize such evidence 

systematically, and to make it widely available. The expectation is that such knowledge should motivate 

governments around the world to embark on a transition to green economies, but this is not quite happening yet, 

despite the general endorsement of evidence-based policy-making.  

 

This is because evidence alone is not sufficient. The evidence of climate change was available years ago. But 

some governments chose not to act on the evidence where others started acting much earlier even when the 

evidence was considered scanty. There may be different technical calculations here. To some, the perceived 

climate risks might be smaller than the potential benefits of action, although the Stern report has helped put 

authoritative numbers on the table to the contrary. To others, the precautionary principle prevails.  

 

Technical calculations aside, in either case, a fundamental determinant for action or no action is the political will 

of government leaders, which are often in turn determined by the interactions of interests among different 

constituencies. Gathering and presenting scientific evidences is clearly a necessary first step towards motivating 

actions, but additional, and perhaps more arduous efforts are needed to generate actions. These efforts may 

include the raising of public’s awareness of the issues in question so as to generate popular demand for actions, 

reconciling of the interests among different groups, or the influencing of government leaders through 

international diplomacy.   

 

In many developing countries, apart from technical calculations and political will, there are also practical 

constraints that need to be factored in when it comes to the decision of action or inaction. These include the 

upfront cost of a green economic transformation, their access to financing, technologies, and international 

markets, and the availability of the labour force equipped with the skills required for the transition towards a 

green, low carbon economy, among others. Simply presenting green economic evidence to these countries will, 

therefore, not work; the practical constraints must be removed. 

 

This points to the role of the international community in supporting the global transition towards a green 

economy. First, there is the paramount issue of financing for a green economy. In addition to the legitimate 

demand by developing countries for financial transfer to developing countries to fight climate change, there are 

profitable opportunities from investing in green economic sectors. It is, therefore, important that an international 

green investment banking mechanism be established on a commercial basis in addition to compensatory 

payments. Second, during an economic downturn, developed countries should not resort to trade protectionism, 

especially against trade of environmentally friendly products. Third, international intellectual property rights 
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(IPRs) regimes should be revisited with a view to making the transfer and deployment of green technologies in 

developing countries much more affordable. Governments of developed countries could compensate private 

owners of the relevant IPRs for waiving their rights or reducing the length of patent protection. Fourth, 

international groups, official or non-official, should provide massive support to developing countries in building 

up green job skills, from organic farming to assembling solar heaters.   

 

Such international support, however, will only be effective if it is anchored with the enactment of domestic 

actions in support of a green economic transformation. These domestic polices can include fiscal policies tilted 

towards green sectors including related human resources, incentives for banks to provide credits to green 

businesses especially small and medium sized enterprises that are the backbone of employment in many societies, 

the issuance and enforcement of environmental standards, public green procurement requirements, and 

appropriate pricing adjustment between environmentally harmful and friendly products and services to influence 

consumer choices, among others things. 

 

Not all of these domestic policies need to take place all at the same time; otherwise it would overwhelm the 

generally inadequate policymaking capacity in many developing countries. The choice of actions can be targeted 

at specific issues at hand. If, for example, the growth of renewable energy is seen as commercially attractive in 

the long run and if there is an interest in promoting the sector, it would not make a lot of sense to retain heavy 

subsidies indefinitely for the production and consumption of the competing fossil fuels. If subsidies for both 

renewable and fossil energy are to be provided, the fiscal burden on the government could be excessive and it 

would make the request for international financial assistance less convincing. 

 

In summary, a green economy is to make environmental sectors the new engine for pro-poor, pro-job, and pro-

equity growth. There is evidence that investing in environmental sectors is profitable and can contribute to 

decent job creation and poverty reduction as well as to environmental improvement. Continued efforts to collect 

such evidence beyond anecdotes remain important. But the gathering and presenting of this evidence must be 

supported by active policy engagement including societal mobilization, reconciliation of interests, and 

international dialogues. Statistical experts, therefore, need to work shoulder-to-shoulder with policy actors in this 

process. Additionally, specific obstacles to actions such as financing, technology, trade, and human resources 

must be removed. Together, the evidences, policy engagement, and practical support are more likely to lead to 

actions than evidence alone.  


