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Abstract

The paper examines the links between the social, economic and environmental
dimensions of a green economy. It argues that at present, the main focus of a green
economy is economic growth and that the social dimensions involved in the required
transformations have not been carefully analysed in its original definition.

The evidence from Latin America illustrates that the elasticity of poverty to growth is
mediated by a series of factors, among which the labour and redistributive structure, as
well as the policy instruments implemented, are fundamental elements to consider. The
current situation of Latin America shows that crucial household assets that are taken as
a pre-requisite for a green economy to work, are weakly present within the region. In
the absence of active labour, redistributive and social promotion policies, it is likely that
greening the economy will not automatically lead to improving the living conditions of
the poorest and most vulnerable population. After identifying the short and long term
social effects of pursuing a green economy, the paper concludes by urging that we
consider implementing green economy policies and programmes as an opportunity to
rethink development in Latin America.



Introduction1

The concept of a green economy has gained prominence during the last several years, in
the context of the multiple challenges that the climate change and environmental
degradation places over ever-expanding economic growth.

The World’s GDP has increased by almost 60 percent since the Rio Summit in 1992
(UN, 2010a), while only partial progress has been achieved on the three pillars of the
sustainable development approach: social, economic and environmental. Poverty is still
persistent and the recent economic crisis exhibited the weakness and risks of financial
systems and the unsustainable relation between economic volatility and social
development. Additionally, the impact of the climate change has increased the concern
for the economic and social situation of the most vulnerable, rendering apparent the
need for new approaches to development”.

This context led to the organization of the United Nations Conference on Sustainable
Development (Rio +20) in 2012 (UN, 2010a). One of the two themes of this conference
is the green economy in the context of sustainable development and poverty
eradication’. Prior to that, in 2008, the United Nations Environment Programme
(UNEP) had launched the Green Economy Initiative, defining the green economy as
“one that results in improved human well-being and social equity, while significantly
reducing environmental risks and ecological scarcities” (UNEP, 2010).

There is no consensus in the policy literature on what a green economy means and
whether this is the best way to tackle simultaneously poverty-reduction and the
protection of the environment. This paper examines the links between the social,
environmental and economic dimensions within the concept of a green economy. In
particular, it questions what social impacts may arise from its implementation in
developing countries and the extent to which this economic approach may lead to
poverty-reduction. To do so, this paper examines the case of Latin America, looking at
the opportunities and challenges that a green economy may bring along.

The paper is structured as it follows. After describing the main elements of a green
economy and its social dimension in the next section, the paper goes on to analyse in
section 3 the social situation that Latin America confronts to implement a green
economy, while section 4 identifies the possible short and long-term effects of their
implementation. Finally, section 5 closes with policy recommendations and general
conclusions for this paper.

' The authors would like to thank the comments made to earlier versions of this paper to Daniela
Huneeus, Sarah Gammage, Ricardo Infante, Carlos Maldonado, Oscar Melo, Nieves Rico, Daniela
Trucco and Luis Hernan Vargas.

2 It is projected that the impact of the climate change in Latin America’s productive sectors will imply a
1.3 per cent reduction in the region’s GDP for each increase of 2°C in global temperature (IPCC 2009).
For example, in the case of agriculture, De la Torre et al (2009) estimates that the reduction of incomes
due to the impact of the climate change on productivity will be around 18.2 per cent in current value at a
discount rate of 5.5 per cent.

? The second theme is the institutional framework for sustainable development.



Disentangling the social dimension of a green economy

Following the UNEP definition, a green economy refers to an economy which is low
carbon, resource efficient and socially inclusive. The key idea behind UNEP’s report is
that we are confronting a unique moment in the wake of the three most recent poles of
crisis -financial, food and fuel- and have the opportunity to reconsider traditional
growth paradigms at this juncture. While altering the type and composition production,
a green economy would not require renouncing the idea of growth as a possible human
endeavour. At the core of this approach is the notion that a transformation in economic
approaches and across sectors would coincide with the pursuance of poverty eradication
through a series of measures that these changes would involve.

The efforts to connect the social and the environmental dimensions of development are
not exclusive to the concept of green economy. These formed a key part of the debates
on sustainable development and the limits to infinite growth based on natural resources.

The United Nations Conference on the Human Environment (Stockholm 1972) and the
subsequent Conference on Environment and Development (Rio 1992), both located at
the core of their concerns the degradation of the environment and the question on how
to combine the necessary regulations for economic growth with opportunities for less
developed countries to develop and assure adequate conditions of life to their citizens.
The concept of sustainable development that resulted from the Brundtland Commission
(1987) is a powerful precedent to a notion of a green economy inspired by a deep
commitment to its social dimension®.

At the time, concerns emerged about the impact that the global reforms implemented in
the pursuit of sustainable development would have on social indicators. On the one
hand, this agenda recognized that there were households and economies within the
developing world that are highly reliant on the extraction of natural resources and on the
production of raw materials. It was argued that policies aiming to protect the
environment ought to recognize this fact as fundamental in guaranteeing their right to
development. On the other hand, it was acknowledged that pollution generated in
developing countries was often connected to the lack of appropriate technology and the
precarious means of production, that make technology and innovation transference a
key action to be pursued in the context of a global path for action. Yet, the point has
been made that the highest level of pollution is generated by developed countries, rather
than developing ones, which are most affected by the adverse consequences of pollution
and environmental degradation.

Under this understanding, sustainable development had to ensure the satisfaction of
basic living conditions, particularly of the most vulnerable and poor, yet poverty itself
contradicts every possibility towards its fulfilment. Hence, sustainable development was
progressively understood as being comprised of a triple pillar: environmental, economic
and social.

However, there has not been a firm conceptualization of how to effectively guarantee
the three pillars of sustainable development, and the green economy approach is not an
exception to this fact. The risk is that while taking only the economic dimensions in

* As it is well known, sustainable development was hence defined as a development that meets the need
of the present —making explicit reference to the needs of the world’s poor-, ‘without compromising the
ability of future generations to meet their own needs’ —i.e, involving a intergenerational notion of justice.
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account, this will not challenge the trickle-down assumption that economic growth leads
automatically to poverty eradication and social development”.

In practice most of the attention has been captured by the macroeconomic measures that
may be implemented by countries within this approach and that aim to boost economies,
while preventing environmental degradation. According to UNEP (2010), a green
economy focuses on 11 key productive sectors that will be involved in its operation.
Four of them directly involve deploying natural resources - agriculture, fisheries, water
and forests, whereas seven sectors require investing in energy and resource efficiencies,
so as to reduce the impact on the environment: energy, manufacturing, waste, buildings,
transportation, tourism and cities. It is expected that a green economy will bring along
green investment, diversification and innovation in technologies, and as a result of this,
employment rates will be increased and poverty will decline.

The social dimension of green economies is mostly acknowledged by the creation of
green jobs6 or through an easier access to public goods for all. It is mentioned, for
example, that implementing renewable energies might expand the access to electricity to
the poor and that lowering the impact of climate change will automatically improve
their situation’. However, there is not yet a precise idea on what employment policies
could be implemented to ensure the preferential access of the poor to any new
employment and how these benefits may lead to poverty reduction, as part of a coherent
policy strategy. Moreover, there is no mention of how a green economy will deal with
the social conditions present in the context where it is implemented and what special
consideration may need to be taken on board.

Considering that one premise of a green economy is that through increasing economic
growth, poverty may be reduced, it is relevant to analyse a case for a green economy
applied to the Latin American reality, exploring the extent to which economic growth
has led to poverty-reduction in the most unequal region of the world.

The tale of growth and poverty-reduction: evidence from Latin
America

There is no better place to observe the redistributive shortcomings of economic growth
than Latin America. On the one hand, there seems to be a clear connection between
economic growth and poverty reduction. GDP per capita grew persistently above the 3
per cent rate between 2004 and 2008 (ECLAC, 2009). During the same years, poverty
was reduced 9 per cent, which implied a significant rate of reduction, considering that
between 2000 and 2004 poverty had not experienced any reduction at all (ECLAC).

Conversely, in the context of the crisis, the variation rate of the GDP per capita in 2009
resulted in a negative rate (-2.9 per cent, equal to a negative growth in total GDP of -1.8
per cent). Poverty and extreme poverty also increased, although quite moderately (by

> Alternatively to a green economy, there are other approaches that do not aim at increasing GDP, but
keeping it stable, while halving emissions and prioritising domestic-based economics and consumption
that are sustainable in the long run (IDS, 2009; Skea and Nishioka, 2008).

% Appendix 2 reviews in greater detail the economic implications of a green economy for the productive
sectors in Latin America, as well what green jobs are expected to be created through this process.

7 See [online]:

<www.unep.org/greeneconomy/AboutGEIl/Frequently AskedQuestions/tabid/29786/Default.aspx>



0.1 per cent, in the case of poverty, and 0.4 per cent, in the case of extreme poverty,
compared to the previous year.

On the other hand, in spite of economic growth, this is still the most unequal region in
the world, in spite of inequality decreasing in the majority of the countries between
2002 and 2009. Inequality conspires against the equal access to assets and opportunities
among the population. It also plays an important role, beyond growth, in explaining the
differentiated rate in poverty-reduction among developing countries'.

These data have to be interpreted carefully, considering three main elements for the
analysis of a green economy and their impact on poverty-reduction: (1) the context in
which a green economy will be implemented; (2) the contribution of growth and
distribution to this goal, and the role of social protection and labour market in poverty-
reduction; and, (3) the heterogeneity of the necessities or deficits that the poverty-gaps
show.

In the first place, it is important to note that a green economy emerges in a context of
high volatility, when expectations of economic growth are much more moderate than in
previous years and growth itself seems a precarious force subjected to financial cycles.
It is important to reflect upon the effects that a reduction in GDP per capita has on
poverty and extreme poverty rates. This should also be considered if it is expected that,
at the early transition to a green economy, GDP may decrease as a consequence of the
adjustments made to the economy.

In the second place, it is also relevant to acknowledge that both growth and
redistribution are crucial for poverty reduction’. The results for 2009 show that in those
countries that reduced poverty by more than seven points, both growth of average
income and the resulting income distribution play an important role — growth may be
more successful in reducing poverty and securing economic spillovers that maximize
poverty reduction in contexts where inequality is low.

Also, the different types of earnings, including labour wages and public transfers, play a
crucial role in poverty reduction. The evidence shows that in 2009, in most Latin
American countries, average labour incomes increased in real terms as a result of
policies implemented to secure these increases and that this had a greater impact on
incomes received by poorest households when compared with other factors (ECLAC,
2009). In second place, social protection and public transfers were also critical factors
explaining the variations in most of the countries under analysis—those countries with
more effective social protection and transfers were better able to mitigate poverty and
secure consumption, thereby reducing the impact of the downturn.

The labour structure — which points out to the type and composition of employment, the
segmentation of the labour market and the degree of informality, among other features-
is particularly important for poverty reduction. Incomes from labour represent 79 per
cent of total household incomes in Latin America (ECLAC, 2008). However, as
ECLAC (2010) has shown, the type and composition of employment reflects the high

¥ It has been found that higher initial levels of inequality imply a slower rate in poverty-reduction and also
that a better income distribution would accelerate this trend (Kwasi Fosu, 2011). There is also evidence
concerning the fact that the income of the poor might not increase proportionally equal to the rate of
growth (McKay and Sumner, 2008).

? This exercise has already been modeled by ECLAC following the Datt and Ravallion (1992) poverty
indicator (ECLAC, 2010: 48).



structural heterogeneity and productive gaps'® in the region and determine the unequal
access to employment and good jobs or decent work. Employment in the high
productive sectors may be depicted as similar to those of developed countries both in
terms of productivity and labour remuneration, whereas those originated in the low
productive sectors correspond to activities that have very little access to recent
technology and capital (both financial and physical), very low productivity —thus
reducing the bargaining power of workers-, and that is characterized by informal
employment, jobs that lack access to social security, that may be fleeting or transient,
and that have low wages'".

Around 2008, only 8.1 per cent of total employment was generated by high-productivity
sectors, whereas employment in the low-productivity sectors represented more than 70
per cent of the total employment in Latin America, and in the medium-productivity
sectors, only 20 per cent (ECLAC, 2010: 94).

These figures illustrate the magnitude of both the opportunities and challenges that
implementing a green economy will imply for Latin America. Both mining and energy
sectors, today are highly productive in the region, have a very low presence in the total
employment breakdowns. This will probably improve once a green economy is set in
motion, requiring skilled and trained workers in many sectors. In the case of
construction and agriculture, the participation in employment may vary at a first stage,
as a result of the reforms implemented in both sectors. In any case, new skills will be
required from workers, elevating their productivity, and hopefully, in the case of
agriculture, their participation in the total GDP generated by a country, as we will
review in the next section.

The regional data confirms the widespread persistence of informal employment in the
region (see table 1), More than a quarter of the region’s workers, lived in poverty
around 2008, and the incidence of extreme poverty affected 11.3 per cent of all workers.
Both figures have fallen since 1990, but they are still quite high overall. The
occupational employment rate, the informality rate and the ratio of wages among
women and men show important gaps that the region needs to tackle. Informality affects
half of the employed population and only 51.5 per cent among the employed have
access to social security programs ~.

This evidence demonstrates that, beyond growth, labour regulation is fundamental in
order to improve the situation of workers in the region and achieve the principles of
decent work'. Protection at times of unemployment is also crucial, considering that
employment rates are quite sensible to a decrease in GDP'*.

' The productive heterogeneity refers to the large productivity differences among sectors and to the fact
that a small part of the population gets an important portion of the gains produced in the high productivity
sector. In Latin America, the high-productivity sector covers the mining, energy and finance sectors; the
medium-productivity sector includes industry and transportation; and the low-productivity sector involves
agriculture, construction, commerce, community and personal services. Productivity is estimated from the
value added from workers in each sector (ECLAC, 2010).

" This is the case of micro-entrepreneurial ventures, with less than five workers; domestic employment or
independent non-qualified workers.

2 Pensions and health contributory systems

" For more details review ILO

14 Between 2004 and 2008, years between which GDP increased, unemployment did fall by 3 percentage
points (from 10.3 per cent to 7.3 per cent). However, in 2009, this rate was 0.9 per cent higher than in
2008, as a result of the crisis. According to data published by ECLAC [online]: <
http://websie.eclac.cl/infest/ajax/cepalstat.asp?carpeta=estadisticas™>



It must also be considered that these differences in productivity reflect significant gaps
in human capital and social investment. For example, the percentage of underweight
children (<5 years old) in LAC was 6.3 per cent in 2004. Stunting, lower height for age,
affected 14 per cent of children in 2006 (CEPALSTAT). Furthermore, due to the food
crisis and ongoing natural disasters, vulnerability of population and food insecurity has
increased (FAO 2010, 2009).

Table 1: Employment and access to social protection indicators, Latin America,
1990, 2002 and 2008 (in percentages)

Latin America® 1990 2002 2008
Poverty incidence among the Total 399 356 263
occupied.
Extreme poverty incidence among Total 17.8 14.9 11.3
the occupied
Occupational employment rate Both (15 years and over) 574  59.0 61.4
Women (15 years and over) 38.1 44.7 48.1
Men (15 years and over) 78.3 74.6 75.8
Youth (both sexes, 15-29 years old) 543 52.6 54.9
Informality rates ” Both 546 539 498
Women 602 577 55.5
Men 519  50.6 45.9
Occupied inhabitants who Both 524 495 51.5
contrlbucte to a social security Women 527 495 518
system
Men 522 488 51.2
Ratio between women’s and men’s 77.8 78.4 79.1
wages °

Source: CEPAL-OEA-OIT (2011)

* Weighted average for 18 countries.

® Includes non-remunerated family workers and the self-employed, not including those who have a
professional or technical qualification; workers in the low-productivity sector, including domestic labour
and workers of micro-entrepreneurships.

¢ 15 years old and over inhabitants occupied that declared receiving labour income (does not include non-
remunerated workers)

In the case of education, inequality persistently affects children and young people,
reflecting the enduring income gaps as well as the educational household environment
restrictions, which affect severely their educational attainments and returns (ECLAC,
2010: 82)"°. Educational assets are a crucial factor in future labour returns and the rates
of return of education rise along years of schooling. Achieving a higher level of
education attainment is inversely related to being employed in the informal sector and
directly linked to access to social security systems, as well as to increasing earnings in
life (Ibid). These assets will therefore determine to a great extent the possibilities that
people have in Latin America to access the opportunities of new employment of a green
economy.

' The completion rate among children in primary education, aged 9 to 11, is 94 per cent for females, and
92 per cent for males. In the case of secondary education, the situation is more dramatic: among people
aged 20-24, only 49 per cent of men and 55 per cent of women completed this level. (ECLAC, 2011: 86-
87).



Conscious of these inequalities, Latin American governments have increasingly
implemented social protection policies. These instruments have evolved from safety
nets, aimed at mitigating the acute effects of falling incomes within households due to
economic crisis and adjustment policies, to integrated social protection systems. On
average, public social transfers represent 10.3 per cent of average per capita household
income, almost duplicating the disposable income among the poorest households
(ECLAC, 2010)".

Hence, as various institutions have shown (ECLAC, 2009; UNRISD, 2010) a vigorous
combination of labour market incentives and social protection and promotion policies
are central to reduce vulnerability and poverty, as well as to improving the redistributive
effects of growth. These measures are particularly important at times of economic crisis,
but also at lp7eriods of economic growth so as to expand the structure of opportunities for
all citizens .

Finally, of particular relevance for a green economy and the expected transformations in
the agriculture sector, is the situation in rural areas of Latin America, where poverty
traps are disproportionately present. Hence, if looked at territorially, poverty indicators
in the region show that poverty decreases more consistently in rural, rather than urban
areas, but that rural areas experienced the greatest increase in poverty in 2009 as a result
of the crisis. Important poverty gaps remain between the two areas and never fall below
a 20 percentage-point difference (see Appendix 1). Also, in rural areas, poverty among
indigenous people almost triples that of non-indigenous people, indicating a serious
ethnic poverty gap. It should be noted that agriculture is the main source of
employment, and that poverty is over-represented among households whose main
income derives from this agriculturels.

Some reports emphasise that less developed countries have more possibilities to pursue
a green economy strategy, based upon their availability of natural assets (UNCTAD,
2011). However, it is important to observe that similar to the case of income, the
distribution of natural assets is grossly unequal among the population. According to the
last Agriculture Census (1990), the Gini index of land tenure for 28 countries within the
region ranges from 0.55 to 0.93, approximately (Martinez et al, 2009). Often, poor
people have access to land that is already depleted, lacking access to clean water and
sanitation infrastructure. This situation will be furthered by the climate change
(ECLAC, 2010; UNEP 2006).

It is important to analyse the dynamics of poverty and inequality reduction and their
potential connections to a green economy from various perspectives. In the first place,
these outcomes show that there is a direct relationship between growth and well-being

' According to the OECD, cash transfers and income taxes reduces inequality by one third and has an
impact on poverty reduction of about 60 per cent in its member countries (OECD, 2010). For Latin
American countries, the amounts considered by conditional cash transfers (CCT) represent on average, as
a minimum, 12 per cent of the extreme poverty line and 7 per cent of the poverty line among rural areas,
and 11 per cent and 5 per cent, correspondingly, among urban areas (ECLAC, 2010: 124-125)

'7 This approach coincides with the increase in the social spending that Latin America has shown during
the past decades: from 12.3 per cent to 18.4 per cent of total GDP between 1990-1991 and 2007-2008,
representing 65 per cent of the total public spending in 2008 (ECLAC, 2011: 140). However, this increase
has not even been among countries within the region and it is possible to observe a pro-cyclical trend, by
which social spending is reduced at times when GDP falls at greater rates of reduction than those
affecting GDP. Thus, a key message in order to achieve poverty-reduction is to build counter-cyclical
policies capable of protecting the poorest and most vulnerable at a time of crisis (ibid)

'® Data for Guatemala, Bolivia and Honduras shows that poverty incidence among these households is
above 75 per cent (Rodriguez y Meses, 2010 in ECLAC, 2011: 9)



in societies. In the absence of redistributive policies, evidence has shown that it is
unlikely that the benefits of economic development will be made available to all. In the
second place, it is also important to note the central role that employment plays in
reducing poverty and ameliorating inequality, as this is a crucial element of projected
green economy reforms. In the third place, both poverty and inequality have impacts on
a household’s exposure to risks, and fundamentally, on their means to confront these
risks. Hence, understanding the dynamics of household vulnerability, which are in turn
determined by the availability of assets and household capital will be essential if we are
to facilitate a shift towards a green economy that also guarantees poverty reduction.
Two assets that are of particular relevance for a green economy: natural or physical
capital and human capital will need to be critically examined as we develop policy
recommendations to mitigate poverty and promote greener economies. Finally, dealing
with inequality and not just the level of poverty will also be unavoidable if we are to
simultaneously achieve the social and environmental goals of green economy.

Implications of a green economy for social development in
Latin America: short and long term effects

Not much is known concerning the expected micro-economic and social effects that a
green economy may have within the Latin American region and other regions in the
world". Efforts have been made by institutions such as UNEP (2011) and the OECD
(2011) to model the impacts, particularly on the global economy and the productive
sectors, of the transformations involved, identifying the level of public and private
spending that will be necessary to launch these reforms. These analyses, however, have
focused mostly on the macro-economic dimensions involved in a green economy.

It is forecast that as a result of the reforms planned to secure a green economy, the
world’s GDP will increase by 0.5 per cent of GDP, in comparison to the counterfactual
of “business as usual” (UNEP, 2011). The forecast annual GDP growth rates show that
in the short term there will be a decrease in this rate of growth as a result of the
transformation required for the implementation of green practices, compared to business
as usual. Nevertheless, in the long run the implementation of greening practices will
generate an increase in production and incentivize the creation of new sectors in the
economy that will generate a higher rate of growth, reaching about a 0.5 percentage
point difference in 2050.

As a result of the change in the type and composition of production, employment levels
may be reduced at first, with a higher risk of an increase in poverty-rates. However, in
the long run, these models are optimistic about the creation of new employment and
improvements in economic productivity achieved by the sectors involved in a green
economy. This variation sets a time-frame for the analysis of the social impacts of a
green economy, and is important to bear in mind, particularly in light of the experience
of developing regions confronting the 2008 economic and financial crisis.

On the other hand, changing the way in which economic growth occurs, shifting
production away from activities that cause severe environmental stress to those based on
a low-carbon function, will have a positive spillover within societies in terms of the

1% The cost of inaction should be also considered in this exercise. It may be assumed, however, that the
impacts of climate change, which have been reviewed in detail around the world (ECLAC, 2011b, 2011c,
IPPC), may be taken as an indication of the costs of not implementing severe reforms to the economy in
the short run.



reduction of the risks of climate change. This may include stopping current
desertification and degradation processes in rural areas, as well as improving health
outcomes by reducing pollution (UNEP, 2011).

There are three main social dimensions where the effects of shifting to a green economy
become apparent (see figure 1): a) impacts that are located within the labour market; b)
impacts on rural livelihoods that require the implementation of social policy to prevent
adverse effects; and, c) other risks and opportunities that may emerge from the
operation of a green economy on social spending and access to public goods.

In the first place, it may be expected that employment will be affected in two ways: in
the short-term, measures introduced to prevent highly polluting activities may lead to
cuts in wages and jobs. This process may be reinforced, not only as the result of the
creation of national taxes and new regulations to internalize externalities and shift
production to greener activities, but also as the result of international barriers (tariffs,
taxes and quotas) for products with a high-carbon footprint. As we show in table 2, this
is likely to occur in the fishing, forestry and manufacturing sectors, and as an indirect
effect, of the reforms introduced to the transportation, mining and quarrying sectors.

In both the short and long term, it can be expected that new employment will be created
in agriculture, construction, tourism, renewable energy and recycling. The question is
more about the quality of these jobs and whether they will guarantee that decent work
conditions are upheld. This is particularly the case in the construction and agriculture
sectors, where current indicators show a high prevalence of precarious and informal
employment, coinciding with their status of low-productivity sectors (see section 3). In
the absence of incentives, it is likely that these jobs will retain the terms and conditions
of employment that characterize the current labour structure in Latin America: low
wages, high gender and ethnic exclusion, lack of access to social security, as a result
reproducing and perpetuating poverty and inequality.

In the case of agriculture, a great challenge will emerge from the reforms, as this sector
is directly linked to natural resource use and has a higher incidence of poverty
associated with it—particularly in rural areas. There are concerns regarding the
diversification of household activities, a message that has been promoted within
sustainable livelihood approaches, and the extent to which organic agriculture is
sustainable at all in highly eroded areas. Land inequality is a persistent feature in rural
areas in Latin American, reducing the productive potential of the farm yields
particularly for the poor. Access to technology and physical capital to implement new
harvest techniques should also be considered, when projecting poverty-reduction
impacts from the new employment and business opportunities generated.

Besides land, training and education are fundamental assets that will also determine
access to highly qualified employment. As reviewed in section 3, higher quality human
capital is essential to secure higher returns from employment. It may be expected that
the new jobs —green jobs- that will be created, will demand higher educated and trained
workers. These are precisely the workers that the Latin American region will struggle to
provide, if current conditions prevail. This element, again, may prevent inequality from
being eliminated and reproducing poverty throughout the region.

Finally, risks remain that a green economy will reproduce territorial inequalities among

areas where assets are more concentrated, in terms of both quality of land and of
workers.
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Concerning rural livelihoods, according to the model a beneficial aspect of increasing
agricultural activity might be the greater availability of food, thus potentially mitigating
the risks for continued food crises, such as the one recently experienced world-wide. A
higher production of food may also result in lower prices for food products, which being
more accessible for the poor can have beneficial effects for poverty reduction. However,
this also requires that concrete measures be taken to ensure food security within the
region, a concern which has not been adequately dealt with in discussions of a green
economy.

Furthermore, poor households located in rural areas are sometimes engaged in
environmentally unsustainable practices, due to the difficulties they confront in
diversifying their productive activities and sources of income. This is the case with
intensive logging or fishing, among others. If rigid regulations are set in place
concerning these activities, this may have a severe impact on the poor’s livelihood, an
aspect that should be carefully analysed when planning the introduction of reforms.

Finally, there are two areas where impacts may be expected as an indirect effect of the
reforms. In the first place, a positive result may occur from the increasing availability of
renewable energy, lowering costs and making it accessible for all people, including the
poor. A similar result may be generated from the introduction of technology to treat
water, hence making potable water available to more excluded groups.

However, there are also economic risks that may arise from implementing these
reforms. Large amounts of investment will be clearly needed to be set in place. Part of
these resources will have a private origin, but the responsibility of the state in promoting
a green economy seems unavoidable. Two cautions are required at this stage. On the
one hand, public expenditures for promoting green investments should not be made at
the cost of reducing social spending, if poverty-reduction remains a central part of the
definition of a green economy. On the other hand, a potential reduction in total GDP
during the transition to a green economy should be anticipated. Anti-cyclical policies
and social spending should be implemented to mitigate poverty and sustain growth, as
the recent experience of Latin America with the financial crisis has demonstrated.
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Figure 1: An analysis of the potential social shortcomings of the reforms
implemented in the context of a green economy, with a special focus on the poor
and most vulnerable population /a

| Measures implemented |

Effects |

Final impacts / considerations |

a)

Employment

Transformation and creation of
(new) productive sectors
Incentives and subsidies that
promote them

Disincentives for unsustainable
productive sectors: tariffs and
taxes, removing environmentally
harmful subsidies, international
trade barriers on high-carbon
products

l

l

The labour demand increases, but not
necessarily leading to jobs that abide by

the decent work standards.
New jobs demand worker’s skills and
training.

Creation of green jobs
Increase in the net rates of
employment /b

N

N
Risks of generating new exclusion poles
between regions richer in assets (access to
technology, high skilled workers, etc.).
J

Adopting new less-polluting
technologies increases the costs
of production. Incentives to
produce less and some sectors
may see their profits fall.

Employment and wage cuts
may affect specially those located in the
low productivity sector and low skilled
workers, or people reliant upon subsidies
(e.g., fuel)

J

|

H
H

b) Rural livelihoods

Increase poverty and vulnerability, in the
absence of further measures

Affects reliance on natural
resources
Forces productive reconversion

practices in the logging, fishing and
agriculture sectors

|

[ Disincentives for unsustainable

N2 B I NG N

Greater availability of food in the long
term, increases food security
Direct benefits over some areas, /
Availability of subsidies to increasing incomes and labour
promote sustainable agriculture —) o Might exclude those areas more affected
Increases food avallabll?ty in the by climate change, deforestation and
long run due to sustainable \ desertification, where agriculture is not
production sustainable in the short term
-
c¢) Indirectly originated opportunities and risks
s N i
Promote the development of Essential for low carbon Reduces the barriers for poor households
renewable energies ) development, reduces prices of ) to access c.lean and renewable energy
electricity and assures with no or low costs
\_ ) sustainability of its production
4 . . . . h S Social spending is kept the same or
Increasing public expenditure in Smaller availability of resources reduced due to resources prioritized in
reen portfolios and plans ﬂ i i i - .
g p p for expanding social spending green economy investments, unless
\ ) special caution is taken

Source: Own elaboration.
/a Colours symbolize a situation of risk (red)/ neutral effect (blue)/ positive effect (green); /b In
comparison to a situation where no transformations have occurred.
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Table 2: Latin America — main expected effects in employment sectors from green
economy reforms

Sector %GDP Expected Employment /d Green jobs /¢
variation /c
Agriculture, hunting, forestry and 4.9 tproductive in High 1 jobs in agriculture

fishing agriculture sector (packaging and
sector processing, organic
|Fishery agriculture)
| forestry (to | Fishing
decrease | Forestry in short term
deforestation
process)

Construction 53 1 productivity High 1 Number of jobs.
because of 1 unknown — decent
efficiencies work

Wholesale and retail trade, repair of 13.8 1 tourism - Tnew jobs
goods, hotels and restaurants
Transportion, storage and 9.6 Indirect impact Medium | slight decrease
communications — reduce (transport)
pollution
Manufacturing 14.6 1 productive Medium | number of jobs
through
efficiency
Mining and quarrying 3.9 - Low Indirect impact —
energy use.
Electricity, gas and water supply 2.1 Unknown Low (energy) 1 in renewable energy
impact on
production,
indirect impact
on
productivity
Financial intermediation, real estate, 17.7 - Low -
renting and business activities
Public administration, defense, 17.9 1 recycling High 1 in recycling as a new
compulsory social security, sector
education, health and social work,
and other community, social and
personal service activities /a
Others/b 10.2 - -

Source: Own elaboration upon data from CEPALSTAT, UNEP (2011) and OECD (2011)

a/ The social services sector includes waste recollection, in most countries. Recycling is included as a
new economic sector.

b/ Included financial intermediation services indirectly measured (FISIM) and Taxes on products —
subsidies on products.

¢/ Variation as a result of implementing a green economy

d/ Corresponds to the incidence that each sector has in total employment according to the distinction
between high, medium and low-productivity sectors. High productivity sectors offer a reduced number of
jobs that equate to less than 10 per cent of total employment within the region; medium-productivity
sectors represent a percentage below the 25 per cent of total employment, whereas low-productivity
sectors account for more than 70 per cent of total employment (see table 2, section 3).
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Policy coherence in the 21st century: an agenda for change

This article has analysed the social dimension of a green economy, discussing the extent
to which this approach may lead to poverty-reduction and sustainable development in
developing countries. We argue, that as it is currently formulated, a green economy has
prioritizes the implementation of productive reforms that are environmentally friendly
and that lead to economic growth, and thus, it relies heavily on the forces of the
economy and the market to reduce poverty. Green jobs are often advocated as a key
social dimension of a green economy. However, there are few guidelines for how these
can be promoted within countries so that they meet decent work standards, thus
sustainably eradicating poverty. Furthermore, little mention has been made about how
to alleviate any poverty and inequality that may be generated as part of the reforms of a
green economy, reviewed in section 4.

The case of Latin America is used as an example of the complex relationship between
growth and poverty-reduction. It has been argued that a direct link between the two
variables has to be taken with caution: the regional experience demonstrates that they
are mediated by a series of factors, including the labour and redistributive structure, and
the policy measures (references?). We question the conditions that need to be
fulfilled in order for a green economy to succeed in eradicating poverty. The region’s
situation is not auspicious in this regard: informality within the labour force is high, and
there is a widespread lack of education and access to social security, training
opportunities and decent wages. These deficits are more acute within rural areas, and
particularly, among households that have agriculture as their main occupation. At the
core of these dilemmas, inequality emerges as a fundamental problem to tackle though
development policy.

This section reviews those potential impacts that could be brought about by
implementing a green economy and identifies both positive and negative outcomes in
terms of employment and income distribution. It is clear that social policies and
measures should be introduced so as to mitigate the potentially negative effects of
changing the type and composition of economic activity and protect households,
particularly the poorest and most vulnerable ones.

In conclusion, we identify four main issues that emerge from this analysis that describe
different policy actions that governments may pursue when planning green economy
reforms in Latin America.

Tackling redistribution and income inequality

While the creation of new jobs has the potential to reduce poverty, it does not ensure
poverty-reduction as the Latin American experience indicates. Inequality conspires
against opportunities to benefit from development, and thus, mitigating and reducing
inequality should be a central element of a transformative approach to development
through green economy.

Different steps may be taken to improve the redistributive structure of the economy. In
the first place, making growth pro-poor implies developing subsidies and taxes that are
progressive by nature, as well as introducing incentives to include the poorer and most
vulnerable in the new opportunities that emerge as part of the green economy. This may
be applied, for example, to the case of renewable energy, by introducing policy
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subsidies that make renewable energy available for these households. Also, it is crucial
to compensate households located in sectors where regulations are laid in place to
prevent unsustainable activities from being pursued. Generating revenues from new
taxes to fund subsidies and transfers may form part of the new development strategy.

In the second place, creating green jobs is not enough. Specific measures should be
taken so these jobs can benefit people located in poorer households. Among these
measures training may prove essential. In parallel, labour regulation will be needed to
progressively increase real wages over time to be coincident with the status of these jobs
as high productivity employment.

The speed of change

The speed of the reforms to be implemented then becomes a crucial variable in the
poverty outcomes and the opportunities to reduce poverty (references?). Measures and
regulations can be designed so as to impact least on those whose incomes depend in
their entirety on the productive activities that will be replaced, or to introduce
immediate/mediate economic alternatives. Vulnerability may be directly tackled in a
way that allows reforms to be put in place, while preventing living conditions from
declining through a combination of social protection policies —including non-
contributory monetary transfers and subsidies- and policies that fund new economic
ventures (sustainable entrepreneurship). For example, combining non-contributory cash
transfers that promote access to green jobs or to training schemes, accomplishes both a
mitigation and promotion effect. Funding for these measures may be linked to new tax
schemes for high carbon-footprint activities, and in the long term, be generated from
increments in general revenues from taxes on the net profits of the green economy’s
sectors.

These actions require the accurate identification of those that will be disproportionately
affected by the reforms in the short-term, which also demands implementing impact-
evaluations that combine attention to both macro and micro dimensions of the green
economy. Special attention should be paid to those groups particularly affected by past
and new forms of exclusion, such as women and indigenous people. This attention
requires designing effective mechanisms for social participation and political inclusion
in the process of decision-making about local and national reforms.

Regulations and incentives for decent work

If poverty eradication and sustainable development remains at the core of the pursuit of
a green economy, the regulations affecting the production of goods that include only
environmental criteria will be insufficient. Regulations should also target employment
conditions, including the whole set of elements included within the economic rights
recognized by the international declarations (UN, 1948, 1966): safe working conditions,
decent wages, equal opportunities and treatment, access to social security and training,
and the right to form trade-unions and demand better conditions at work.

Once more, the evidence from Latin America shows that growth, on its own, does not
automatically improve the conditions for workers particularly given the high proportion
of workers in the informal sector. Substantial incentives and regulations are required in
order for a new development pact to be established so that poverty can be fully
eradicated and access to comprehensive social protection is guaranteed for all.
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Long-term investment

The Latin American experience shows a direct connection between years of schooling
and training, and the returns from employment (ECLAC, 2009). Investing in social
assets becomes a crucial factor for poverty eradication in the long run (references?).
However, there is no guarantee that social spending will be kept equal and will rise
among Latin American countries, particularly at times when GDP decreases.

A green economy has to be thought of within this larger framework of asset
accumulation, redistribution and investment. It is fundamental to ensure that the public
investment necessary for green economy to be implemented will not be undertaken at
the detriment of social spending. Also, committing to a higher rate of social investment
as part of the profits generated from a green economy will prove essential for economies
to keep on growing and expanding development opportunities.

At the same time, the involvement of the state in investing and promoting the adoption
of technology within the emerging productive sectors is crucial in order to overcome the
historical exclusion that developing regions have confronted. This idea was already
present in the 1960’s, as the early work of ECLAC demonstrates (Prebisch,1962, 1950)
and gives birth to the structural heterogeneity thesis that explains the gaps in
productivity among sectors and the employment they generate, with high and negative
social impacts. Avoiding the emergence of new excluded areas as a result of their lack
of key assets for green economies to develop becomes a central condition for
developing countries to take on the opportunities that this approach may generate.
International cooperation in matters of technology transference is a relevant element to
include in debates of a green economy. This is also the case of national planning that
defines areas and territories where reforms may be implemented.

These four issues, and the policy measures they call for, have been summarised in
diagram 2. They represent an effort to consider a green economy as an opportunity for
rethinking development strategies within developing countries, combining short and
long term approaches that allow both redistributive and poverty-eradication goals to be
achieved.

As discussed earlier in this article, the most recent economic crisis allowed us to test
social protection instruments and counter-cyclical social spending against a decline in
total GDP. The results for Latin America indicated that, although poverty increased, it
did so less than expected, to a great extent, thanks to the measures implemented. A
green economy comprises both expansive and inward economic cycles. Hence, a similar
principle may be applied, which would include transformative policy measures, such as
comprehensive tax reforms and regulations that prioritize decent work and
environmental sustainability.
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Diagram 2: Measures and stages involved in a green economy: an opportunity for
development

Taxes for pollution
activities/regulation

v Jobsand GDP
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economic shocks
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! \ !
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subsidies, access to green decent work; feed-in tariffs
jobs for renewable energy
Counter-cyclical social Increase social spending in
spending long-term assets

Source: Own elaboration.

It should be noted that these issues represent efforts to adjust economic reforms to the
potential social impacts that may arise in the process of their implementation. A
different scheme may be drawn if we take an initial departing step, not economic
growth, but poverty eradication and the reduction of inequalities. In other words, it is
not that social policies have to remediate for a green economy’s wrongs or only partial
achievements in improving living conditions. Rather it is about rethinking development
strategies: taking as the most relevant goal poverty-reduction, and fundamentally,
people’s well-being, and building from there the economic model to be pursued. As
Stiglitz, Sen and Fitoussi (2009) have already shown concerning well-being and
progress, these notions ought to include both an economic and environmental
dimension, in order to be fully realized. This analytical exercise is pending but it is
imperative that we take up the challenge.
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APPENDIX 1

Table 1: Latin America — GDP per capita variation and poverty rates (2000-2009)

Annual Poverty Urban
variation unemployment
rate of Total | Variation | Total | Variation | Total | Poverty /d
GDPper | yrban /b rural /b difference
capita /a Jc
2000 2.5 35.9 62.5 42.5 26.6 10.4
2001 -1 37,0 1,1 62,3 -0,2 43,2 25,3 10,2
2002 -1,7 38,4 1,4 61,8 -0,5 44 23,4 11,1
2003 0,9 39,0 0,6 61,1 -0,7 44,2 22,1 11
2004 4,7 36,9 21 58,7 2,4 42 21,8 10,3
2005 3,7 34,1 -2,8 58,8 0,1 39,8 24,7 9,1
2006 4,6 31,1 -3 54 -4,8 36,5 22,9 8,6
2007 4,5 28,9 2,2 52,1 -1,9 34,1 23,2 7,9
2008 3 27,6 -1,3 52,2 0,1 33 24,6 7,4
2009 -2,8 27,8 0,2 52,8 0,6 33,1 25 8,2
2010 4.8 7,6
2004/2008 -9.3 -6.5

Source: Economic Commission for Latin America and the Caribbean, CEPALSTAT.

/a In 2000 dollars; /b Compared to previous year; /c Between rural and urban poverty rates; /d Includes
adjustment for Argentina and Brazil reflecting the chances in the national methodologies to measure
unemployment in 2003 and 2002, accordingly.

APPENDIX 2

Magnitude of the projected changes in the context of a green economy

When describing a green economy, the report by UNEP (2011) focuses on 11 key
productive sectors that will be involved in its operation. Four of them directly involve
deploying natural resources - agriculture, fisheries, water and forests, whereas seven
sectors require investing in energy and resource efficiencies, so as to reduce the impact
on the environment: energy, manufacturing, waste, buildings, transportation, tourism
and cities.

UNEP estimates that $1.347 billion dollars is required to greening the 11 key sectors
that were identified. This amount will be distributed among the different sectors. It is
expected that as a result of the reforms planned in a context of a green economy, The
World’s GDP will increase by 0.5 per cent of GDP in 2050, in comparison to what
would happen if business as usual was continued (UNEP, 2011). The estimation of
annual GDP growth rates show that in the short term there will be a decrease in this rate
as a result of the transformation required for the implementation of green practices,
compared to BAU.

The three sectors where natural resources are the core production factor: forest,
agriculture, and fisheries represented 5 per cent of total GDP for Latin America in 2009.
In the case of forestry, the process of deforestation and the competition of this sector
with agriculture have led to negative impacts in terms of biodiversity losses and climate
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change®. Nearly 22 per cent of the world’s forests are located in Latin America
(Cordero 2011). In 2010, around 14 per cent of these forests were dedicated to
production, and it is estimated that in 2005, the returns generated from the extractions of
forest resources added up to 6.8 billion dollars. In the case of fisheries, the main
problem seems to be located in the extinction of species and hence a significant
reduction in extracting activities needs to occur for a recovery of the system. UNEP’s
estimations show that $108 billion dollars is required for this process to take place.

The second group of sectors has as core elements of production; the use of energy, fossil
fuels and water, causing severe impacts on the environment. Building is a key sector in
economies that generate large amounts of waste. Plus, it is one of the main producers of
GHG, and many construction projects lack measures for efficient use of water and
energy. This sector represented around 5 per cent of the region’s GDP in 2009.
According to UNEP (2011), projections indicate that if investments are made around
US$134 billion per year until 2050, it is possible to achieve savings of about one-third
in energy consumption in buildings at the world level, thus contributing to the reduction
of CO2 emissions.

Transportation is the principle reason for air pollution in cities, plus congestion and
noise. The transformation of this sector implies altering the infrastructure and
investment in better technologies for vehicles, with an estimated cost of $190 billion
dollars according to UNEP. Transportation, storage and communications accounted for
10 per cent of GDP in 2009, and the growth rate in this sector within the region was 57
per cent between 2000 and 2009.

Tourism is a productive sector that takes advantage of natural richness (sightseeing,
water and other sports). The problems that may arise from this sector are related to the
misuse of resources and GHG emissions in services provided such as hotels and
transportation. According to UNEP, the global investment in this sector has been around
9 per cent of total world investment for the last 20 years. In 2003 tourism generated
around $32 billion dollars in Latin America, representing 7 per cent of total exportation
and nearly 1.8 per cent of GDP for that year (Altés 2006).

As we have mentioned earlier, a green economy will affect employment and in many
sectors, the number of jobs available in the economy will increase. UNEP defines green
jobs as “positions in agriculture, manufacturing, construction, installation, and
maintenance, as well as scientific and technical, administrative, and service-related
activities that contribute substantially to preserving or restoring environmental quality”
(UNEP, 2008: 35). Besides the commitment to sustainable development, green jobs are
also good jobs in terms of labour conditions, wages, safe working conditions and
workers’ rights.

For the main sectors of a green economy, the impact on employment will differ
according to the features of each sector. In the case of agriculture, new opportunities
will emerge from the processing of agriculture products, for example food packaging in
rural areas. Additionally, employment will be created in the production of organic food
that will offer a sustainable pattern of production.

For example, concerning the building sector, it is expected that jobs will be created in
the areas of green buildings, retrofitting, and building components. It is expected that

2 The IPCC estimated than deforestation is responsible of 20 per cent of global emission of GHG.
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renewable energies will generate more jobs per average megawatt of power
manufactured and installed than fossil fuels power plants (Kammen, Kapadia and Fripp
cited by UNEP 2008). It is necessary to point out that “the distinct occupational profiles
imply a substantial employment shift, and thus implies a need for transition measures to
assist those affected” (UNEP, 2008: 102). Additionally, it is necessary to be aware of
the conditions of each market. In the case of bio fuels, this is quite labour intensive
compared with conventional fuels.

As it was stated earlier, it is not only the quantity of jobs that may be created, it is also
relevant the quality of them. Thus, ILO identified a framework to analyze green jobs
under five points:

1. The realization of workers’ rights, as the right to freely associate and organize

with other workers.

2. Decent work, which means “under conditions of freedom, equity, security and
dignity, in which rights are protected and adequate remuneration and social”
(ILO)

Counting on social protection policies

4. Social dialogue, which means that policies are implemented with the
participation of who they affect.

5. Sustainable business, which reinforces the importance of sustainable
development.

(98]

Cagala and Scaglioni (2011) analyzed the impact of green jobs on the region. They
concluded that this offers a great opportunity for many Latin American countries. They
agree that the main issue is to generate labor regulation policies and increase the
participation of workers in the green sector. They also highlight the importance of not
focusing only on green jobs aimed at reducing the impacts of climate change, but on the
working conditions of all sectors.
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