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Green Economy: Official Definitions

A 'green' economy can be understood as
one in which environmental, economic and
social policies and innovations enable
society to use resources efficiently —
enhancing human well-being in an inclusive
manner, while maintaining the natural

systems that sustain us (EEA, 2012b) Green
: economy
Figure 1.1 The green economy
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Source: EEA, 2012b.



Defining the Green Economy

The term Green Economy has no easy definition, being a shell that contains,
within an integrated system:

- the governments’ green policies

- the development of alternative low-carbon energy systems

- the introduction of sustainable practices in industry and business

- the introduction, development, adoption and diffusion of new green
technologies

- the consumers’ conscious decisions and behavior

Most of those who consider the economic crisis an opportunity for change see
the Green Economy as a fundamental component of the future of the world
economy. Confronted with open issues ranging from the unemployment crisis
to the unsustainable increase in energy consumption and emissions expected
for the near future, many believe that is necessary a green turn in the
growth/development process capable of seizing both an environmental
dividend and a socio-economic dividend




Defining the Green Economy

The Green Economy can be seen as the beginning of the transition toward a
low-carbon economy free of fossil fuels; a perspective that allows to exploit in
cyclical terms — and therefore in the short term — the pursuit of goals of
structural change — and therefore in the long term.

Thus the Green Economy can be taken to be the socio-political-economic
context within which strong impulse and diffusion is received by the various
forms of energy efficiency and savings and renewable energy sources, both
from the standpoint of consumption and production, and from the standpoint
of industrial development and of technological innovation.

The Green Economy is the cyclical picklock of
sustainable development




One Way to Look at the Concept: the Decoupling

Figure 4.3 ® Historical link between energy-related CO, emissions and economic
output, and the pathway to achieving a 450 Scenario
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The Energy Paradigm — from Input to Output

Change of the energy paradigm....

50s-60s: growth

70s-80s — the exhaustibility

90s-today — environmental impact and energy security

Tradeoff for many industrialized countries: energy is engine of growth but
damages the environment with increasing costs and entails a loss of
economic sovereignity

In the last decades energy as an input of the production process, an engine
of growth

Starting in 2007 this view begins to change. The financial crisis, rapidly
turned into economic crisis, transforms energy from an input to an output of
a country development process. This thanks to the intuition of the European
Commission ("An Integrated Climate and Energy Policy") and those countries
— including the US of the new president Barack Obama — approving
stabilization packages with green provisions.




Green Packages
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Sustainable Development, Green Growth, Green Economy

Sustainable Development

“Development which meets the
needs of the present without
compromising the ability of future
generations to meet their own
needs.” (Brundtland Report, 1987)

THE
WORLD
BANK

The Green Growth Strategy

provides concrete recommendations and
measurement tools to support countries’
efforts to achieve economic growth and
development, while at the same time
ensure that natural assets continue to
provide the ecosystem services on which
our well being relies. The strategy
proposes a flexible policy framework that
can be tailored to different country
circumstances and stages of development.
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Inclusive Wealth

Report 2012
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Sustainable Development, Green Growth, Green Economy

GE is not SD

» Sustainable Development is a philosophical category, an intellectual challenge,
a vision, a (very) long run perspective

» “Our Common Future” (1987), Rio Earth Summit (1992), but before Club of

Rome “Limits to Growth” (1972)

GE is not GG

» GG is the economist’s growth model revised to incorporate environmental
constraint(s)

» Possibly augmented with human capital and endogenous technical change
(Lucas-Romer-Aghion-Acemoglu endogenous growth model)

» Green growth or Inclusive growth is OECD/World Bank operational version

with emphasis on policies




Rio+20: GE an overused word

Spur to
Innovation

Source of
growth

Economic
production

Value

LT Prosperity

Stability

Theme 2
Institutional framework for sustainable development

Theme 1
A green economy in the context of sustainable
development and poverty eradication

11

RIO+20

United Nations
Conference on
Sustainable
Development

11




The Benefits of the GE

Remark. Economists are used to think of economic decisions on the basis of
Cost-Benefit Analysis — the comparison between the costs and the benefits of
alternative public policies

Main problem is to measure/account for all costs and especially all benefits

Just because of the difficulty in accounting for and accurately measuring all
social benefits of public choices has often led to adopt a simpler approach: that
of cost efficiency

In this framework several public debates can be placed, such as the hot one
on the cost of different energy sources and technologies for electricity
generation and of subsidies to renewables

This approach completely obscures the benefits of public choices and is
suboptimal

One of the goals is to try to bring to the surface the benefits for society as a
whole of that perspective or mode of development that we can dub Green
Economy

Rather than taking about costs (for once) and adopting a social, rather than
private, perspective, we would like to mention the benefits/values of the Green
Economy



Potential Social Benefits
of the Green Economy
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The impact of renewable energy policy

on economic growth anq
employment in the European Union
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Towards a

GREEN cCONOMYy

Pathways to Sustainable Development
and Poverty Eradication

Annex lll: Impacts of Allocating an Additional 2% of GDP towards
Greening the Global Economy Relative to 2% in Business as usual

2011 2015 2020 2030 2050
Green Green Green Green
e (%) = (%) - (%) s (%)
GDP (USS, real) §9324| 79306|  -08| 92583 -0.4| 119,307 27| 172049] 157
GDP per capita 90| 10959 -08] 12205 04| 14577 24| 19478] 139
Total employment (millions) 3187 3419 06| 3722 06| 4204 15| 483 06
Calories per capita 2,787 2857 03| 2m6 03] 3080 14| 3213 34
Forest land (Bn ha) 304 3w 14| 389 32| 38 79 arn1| 210
Water demand (km3/Yr) a864| 5275| 37| 5792 72| 6784| -132| 8434| 216
Total landfill (Bn tons) 788| 840 49| 902 | 51| 1023| -383| 1229| 872
Footprint/blocapacity ratio 151 160| 75| 168 | -125| 184| 215 223] 479
o 12540| 13674 31| 15086 91| 1775| -196| 21687 208
ey ey 13 13 15 13 17 12 19 12 27

Notes: All dollar figures are in constant 2010 US dollars. *Green” column represents the percent difference (+/-) of the green investment scenario relative to
business as usual projections, in which an additional 2% of global GDP is allocated to extend existing investment trends, except for rows where the units are in
percentage terms. In this case the "green” column refers to the percentage value under the green investment scenario. For a full explanation of the business as
usual and green investment scenarios, see the GER modelling chapter.

UNEP, 2011, Towards a Green Economy: Pathways fo Sustainable Devalopment and
Foverty Eradication - A Synthasis for Policy Makers, www.unep .org/greenaconormy



Stabilization Scenarios:
The Contribution of the Green Economy

CO, abatement 2020 2035

New Policies Scenario
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Negative Net Abatement Cost of Energy Efficiency
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End-use efficiency is the largest contributor to CO2 emissions abatement in 2030,
accounting for more than half of total savings in the 450 Scenario, compared with the
Reference Scenario.

Energy-efficiency investments in buildings, industry and transport usually have short pay-
back periods and negative net abatement costs, as the fuel-cost savings over the lifetime
of the capital stock often outweigh the additional capital cost of the efficiency measure,
even when future savings are discounted” (IEA, WEO 2009).



Global GDP and Sectoral Value Added

* Efficiency gains generate an increase of World GDP of 0.4% in 2035
relatively to the New Policies Scenario

Change in world GDP, 2035
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Most Recent Scenario Analysis: the 4-4-2

Emissions savings in the 4-for-2 °C Scenario, 2020

Partial removal of
fossil-fuel subsidies

Implement selected
energy efficiency
Reduce methane policies
releases from upstream

oil and gas

Limit use of
inefficient coal power plants

Four measures can stop the growth in emissions by 2020 at no net economic cost,
reducing emissions by 3.1 Gt, 80% of the savings required for a 2 °C path

Source: IEA, Redrawing the Energy-Climate Map, World
Energy Outlook Special Report 2013




Most Recent Scenario Analysis : the 4-4-2

Emissions savings in the 4-for-2 °C Scenario, 2020

Buildings Heating & cooling  Appliances & lighting

Industry

Transport

20% 40% 60% 80% 100%
Share of efficiency savings

Energy efficiency reduces emissions by 1.5 Gt, led by minimum energy performance
standards — additional investment is more than offset by fuel bill savings

Source: IEA, Redrawing the Energy-Climate Map, World
Energy Outlook Special Report 2013




Summarizing

Table 2: Estimated effectiveness of clean energy options in contributing to economic recovery

Job Long-Term Cost Cco, Security

Intensity Reduction Reduction of Supply

Building Refurbishment

Switch to Cleaner Cars

Wind, Solar

Smart Metering

Battery Development

Clean Energy R&D

CCS

Impact: - high - moderate low

Source: Petersen Institute for International Economics (2009), A Green Global Recovery?; London School of

Economics (2009), An Outline of the Case for a “Green” Stimulus; IEA analysis.



Suggestions for Research

Macroeconomic Implications of the Green Economy

Is the Green Economy indeed countercyclical?

What is the impact on public budgets — deficit and debt — of the
Green Economy?

Double Dividend
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Current Threats

Economic Recession (Deflation?)

Shale gas and unconventional oil and gas sources

Impossibility of international cooperative agreement against
climate change and heat-trapping emissions



Thanks for your attention
. “never waste a good crisis”

Secretary of state Hillary Clinton
March 7 2009

ok, but the crisis Is lasting too long...

“the high emissions, debt-driven, resource
Intensive model is dying”

Yvo de Boer, ex direttore esecutivo UNFCCC

January 26 2009 III MONDO
ok, but the model is hard to die...

Green Economy: more
mirage than reality
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(for the time being) R




