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4 PREFACE

The impacts of climate change, increasing environmental 
degradation and the depletion of natural resources as a 
result of economic growth and development are evidence 
enough of the urgent need to adopt an approach to eco-
nomic growth that works within our planet’s capacity for 
recovery. The strategies and policies needed to support 
green growth will lead to far-reaching, structural changes in 
the economy that will give rise to new industries, markets 
and business opportunities, and, likewise, bring about the 
decline of traditional, resource-intensive and  polluting  
industries over time. These changes will often have a  
direct impact on individual and household incomes and 
on  employment opportunities. However events unfold, 
the challenge of achieving poverty reduction and social 
 development goals while pursuing green growth is, for de-
veloping and emerging countries in particular, of the utmost 
importance and urgency.

While green growth can create significant opportunities for 
growth and offers the chance for sustainable development, 
it may also require, at least temporarily, trade-offs between 
achieving environmental sustainability and realising social 
development objectives. What is needed, therefore, is smart 
and coherent policy planning that will achieve the synergies 
required to ensure green growth policy also contributes to 
the delivery of social development objectives. Given that the 
social impacts of green growth have so far received less at-
tention than its economic and environmental consequences, 
the challenge is now to identify and communicate these 
possible social implications. This will not only enable the 
successful implementation of green growth strategies, but 
also help to build public support for green growth policies.

This discussion paper provides a checklist for analysing the 
social consequences of green growth strategies. It starts 
by offering both a theoretical background and definition of 
inclusive green growth, and then provides guiding questions 
to identify and investigate in depth the trade-offs and syn-
ergies that may arise. It ends by offering first ideas on how 
best to harmonise green growth policy objectives with social 
development goals at country level.

Preface



5EXECUTIVE SUMMARY

Over the past 20 years, two major challenges have 
dominated international debate on sustainable develop-
ment: the imperative of environmental protection and 
the eradication of all dimensions of poverty. Economic 
growth lies at the heart of both these issues. It is required 
to reduce poverty but, at the same time, needs to be de-
coupled from natural resource use and greenhouse gas 
emissions in order to preserve the livelihoods of current 
and future generations. Several concepts aim to recon-
cile this dilemma, such as the United Nations Environ-
ment Programme’s (UNEP) Green Economy initiative, 
the Organisation for Economic Development and Co-
operation’s (OECD) Towards Green Growth initiative and 
the World Bank’s Inclusive Green Growth framework. 
While these concepts offer much to delineate green and 
inclusive growth, many important aspects remain vague. 
As such, they do not facilitate a systematic assessment of 
interactions (i.e., synergies and trade-offs) between the 
green and inclusive dimensions of growth, even though — 
and particularly in developing countries — this is a central 
concern of policymakers. 

Becoming more precise implies having to take decisions 
on the scope of ‘greenness’ (for example, which envi-
ronmental impacts to include, and whether or not to set 
a benchmark related to the Earth’s carrying capacity) 
and on the intensity of inclusiveness (are we avoiding 
harming people living in poverty, benefiting them or dis-
proportionally benefiting them?). This paper proposes a 
precise and normative ‘gold standard’ definition of green 
and inclusive growth that very stringently specifies both 
the environmental and social dimensions. While this 
‘gold standard’ definition should henceforth constitute 
the aspiration of green and inclusive growth policies, it 
may prove challenging to realise in practice. For this rea-
son, a less stringent ‘minimum requirement’ definition is 
also provided. Based on these definitions, the paper then 
develops a checklist of impact channels through which 
green growth policies can affect people living in  
poverty. In this way, it seeks to address the concerns 
of many developing-country governments that green 
growth policies may have negative social impacts. 

Executive Summary
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Over the past 20 years, two major challenges have domi-
nated international debate on sustainable development. 
The first is the imperative of environmental protection, 
the acuteness of which becomes more and more apparent 
as new scientific evidence emerges. Despite international 
commitments — for instance, in the context of the Earth 
Summits in Rio de Janeiro and climate change negotia-
tions — we continue to overstretch the Earth’s carrying 
capacity by polluting our water, air and soil, by over-
exploiting natural resources like, for example, our fish 
stocks, and by exceeding the capacity of our oceans and 
plants to absorb carbon dioxide and other greenhouse 
gases. Global Footprint Network, a non-profit organisa-
tion, estimates that it currently takes our planet a year to 
replenish the renewable resources that humanity con-
sumes in about eight months (Global Footprint Network 
2012). The Intergovernmental Panel on Climate Change’s 
(IPCC) fifth and most recent assessment report warns us 
that anthropogenic greenhouse gas emissions have con-
tinued to rise at increasing rates of growth (IPCC 2014). 
This shows that, if we are to maintain acceptable living 
conditions for ourselves and future generations, there will 
need to be a radical change in the way we use our planet’s 
natural resources. 

However, in our efforts to protect the environment we 
cannot neglect the second global challenge: the promo-
tion of human development and eradication of all di-
mensions of poverty (lack of income, education, health, 
access to water, etc.). This aspiration found its main ex-
pression in the 1995 Copenhagen Declaration on Social 
Development and in the Millennium Development Goals 
formulated in 2000–2001 that are due to be met by 2015. 
New targets for the post-2015 period are currently under 
negotiation.

Economic growth lies at the heart of both issues. It is re-
quired to reduce poverty but, at the same time, needs to 
be decoupled1 from natural resource use and greenhouse 

1  In the case of absolute decoupling,  environmental  
pollution stops increasing or even decreases (e.g. green-
house gas emissions fall) despite economic growth. In most 
cases so far, it has only been possible to achieve a relative 
decoupling in environmental impact per unit of economic 
output, with  environmental degradation continuing 
to increase, albeit at a slower rate relative to economic 
growth. 

gas emissions in order to preserve the livelihoods of our 
current and future generations. Reconciling this dilemma 
and guiding the necessary and ground-breaking transfor-
mation of our traditional economic structures towards 
inclusive green growth constitutes the conceptual aim 
of several initiatives, such as UNEP’s Green Economy, 
OECD’s Towards Green Growth and the World Bank’s 
Inclusive Green Growth framework. Underlying all of 
these terms and conceptual frameworks is the promotion 
of a transition to a green economy that is low carbon, re-
source efficient and socially inclusive. The idea of a green 
economy explicitly focuses on the positive and reinforc-
ing interlinkages between the economy, environmental 
sustainability and social development. However, the 
trade-offs and conflicts within these three dimensions of 
sustainability have received less attention. 

Given that future growth policies will need to strengthen 
the environmental aspect of sustainability while remain-
ing relevant for equally important objectives like poverty 
reduction, developing-country governments in particular 
require guidance on how to foster synergies and address 
trade-offs between the objectives. Knowledge about 
potential synergies can help maximise the development 
outcomes of both the social and environmental dimen-
sions of sustainable development. Meanwhile, knowledge 
about trade-offs is essential for designing strategies and 
policies that deliver a green economy in a coherent way 
and avoid pitfalls and obstacles to implementation. This 
includes knowledge about developing policies suited 
to local circumstances, prioritising action areas and se-
quencing policies. Knowledge about the interlinkages 
between green growth and social aims is also relevant 
for discussions in the global arena, particularly as the in-
ternational community is currently in the process of de-
veloping and negotiating global goals and targets for the 
post-2015 agenda that are meant to reconcile the social 
and economic dimensions of sustainable development 
with its ecological dimension. To arrive at a politically 
feasible agenda that maximises synergies and manages 
trade-offs, these negotiations need to be informed by 
robust evidence and, where possible, by lessons learned 
within countries. However, there are still gaps in the  
required knowledge base. Existing academic work is  
fragmented and focuses on specific policies and other  
aspects, and thus fails to provide a comprehensive  
picture. Furthermore, when it comes to the design and 

1. Green growth and inclusiveness  
 as two major global challenges
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a ‘minimum requirement’ definition that may be more 
realistic to implement (Chapter 2). Next, a checklist for 
policymakers is developed to assess the impact of green 
growth policies on inclusiveness,2 which is applied to 
several exemplar case studies (featured in Chapter 3). The 
paper concludes with policy recommendations on how 
to manage synergies and trade-offs through the develop-
ment of a systematic approach to green and inclusive 
policymaking (Chapter 4).

2 Analysing the impacts of inclusiveness policies on green 
growth would be both possible and meaningful, but goes 
beyond the scope of this paper. This paper assumes that, 
given current trends with respect to climate change and 
environmental degradation caused by our traditional 
model of economic growth and development, it is essential 
to adopt a green approach to growth and development to 
preserve the livelihoods of current and future generations. 
As such, this paper takes green growth policies as a starting 
point and analyses their impacts on inclusiveness. 

implementation of green growth strategies and action 
plans, there is a dearth of experience in addressing  
trade-offs and synergies in a more coordinated way  
and at a higher level. This means that practical examples 
are limited and very specific to their context.

This paper aims to develop an operational definition of 
inclusive green growth, drawing from strands of litera-
ture on inclusiveness and green growth, and to provide 
policymakers with a systematic approach for assessing 
synergies and trade-offs between the green and inclusive 
dimensions of growth. It does so by, first, providing an 
overview of the most relevant academic and political 
conceptualisations of green and inclusive growth and, 
then, by proposing two definitions of inclusive green 
growth: an aspirational ‘gold standard’ definition and 
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be social tipping points related to inequality ( Lütkenhorst 
et al. 2014). Given that levels of income inequality are 
rising across the board (not only for emerging but also 
for developed economies; OECD 2011), the danger of 
reaching such social tipping points is real. Indeed, the 
World Economic Forum’s 2013 Global Risks  Report — 
which gathers the opinions of more than 1,000 experts 
from industry, government, civil society and academia 
—  identifies severe income disparity as the premier global 
risk factor (WEF 2013). 

Income inequality also seems to be related to envi-
ronmental sustainability (Haupt and Lawrence 2012): 
 empirical evidence has identified a negative correlation 
between income inequality and performance in environ-
mental indicators (among others, Baland et al. 2007, Mik-
kelson et al. 2007, Holland et al. 2009, Andrich et al. 2010, 
Dorling 2010). Countries with high income inequality 
seem to perform worse in environmental indicators like, 
for example, waste production, biodiversity protection 
and water consumption. The causal mechanisms for this 
relationship have yet to be established.

The term ‘pro-poor growth’ is often used interchangeably 
with the term ‘inclusive growth’ (Habito 2009, Rauniyar 
and Kanbur 2010). However, while pro-poor growth fo-
cuses on the outcomes of growth, inclusive growth can be 
understood to also include the process of growth (Klasen 
2010). Ali and Son (2007) conceptualise this aspect by 
focusing on the opportunities available to people living 
in poverty, while Ianchovichina and Lundstrom (2009) 
assert the need for inclusive growth to include a multi-
tude of sectors and large parts of the labour force. Klasen, 
meanwhile, understands inclusive growth to be ‘growth 
that grants equal non- discriminatory access to growth 
[process dimension], plus disadvantage-reducing growth 
[outcome dimension]’ (Klasen 2010: 3).3 This conceptuali-
sation is particularly useful for the purpose of this paper, 
as it can be readily applied to analyse the inclusiveness of 
green growth policies (see Section 3).

3 Klasen (2010) defines disadvantage-reducing growth as 
growth that reduces the disparities of disadvantaged groups 
compared to other groups in society (Klasen,  2010: 3). 

A I Inclusive growth

Inclusive growth ‘remains an intuitively straightforward 
and yet elusive concept’ (Ranieri and Almeida Ramos 
2013: 10). Despite its widespread use in literature and 
policymaking, there is no consensus on a clear definition 
of the term; indeed, various institutions and scholars  
have come up with partly conflicting definitions (Klasen 
2010: 1). However, some core features and similarities to 
other, related concepts can be established.

Inclusive growth is closely related to pro-poor growth, 
which is defined as either absolute or relative. Absolute pro-  
poor growth is that which benefits poor people in absolute 
terms (Ravallion 2004: 2) and relative pro-poor growth is 
that which benefits people living in poverty dispropor-
tionately (Kakwani and Pernia 2000) or harms them less 
in the case of negative per-capita growth  (Duclos 2008), 
thereby reducing inequality (Grosse et al. 2008). However, 
both these definitions have been criticised. By designat-
ing growth that may have most benefited those not living 
in poverty as pro-poor, the absolute definition can be 
seen as a semantic contradiction (Negre 2010). Similarly, 
the relative definition designates growth that may have 
harmed people living in poverty as pro-poor just because 
it harmed them less than it did the rich (Ravallion 2004).

The inequality aspect does, however, merit particular at-
tention. Rising inequality has been shown to negatively 
affect individuals and society by fuelling, among other 
things, rising stress levels, drug abuse, gender and health 
issues, negative effects on family structures, reduced op-
portunities for children, crime rates and social polarisa-
tion (Wilkinson and Pickett 2010, McKnight and Nolan 
2012). Academia and the institutions have, in the main, 
focused their attention on inequality’s pernicious effects 
on society and the economy as a whole. Their work has 
shown that high inequality negatively affects the extent 
and speed of poverty reduction at a given growth rate 
(Ravallion 2001), the length of growth spells (Berg et al. 
2012), and political stability and governance (for example, 
through elite capture). Similarly,  Piketty (2014) argues that 
increasing inequality threatens to undermine democratic 
values. Similar to environmental boundaries, there may 

2. Inclusive, sustainable, green —  
 a brief guide for negotiating the  
 conceptual jungle 
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B I Sustainability

The concept of sustainability represents one of the old-
est attempts to reconcile environmental issues with 
economic growth and development. In 1972, the Club of 
Rome initiated a study on the ‘Limits to Growth’, which 
is regarded as one of the foundation stones of sustain-
ability research (Meadows et al. 1972). In this study, a 
team of researchers built a comprehensive model of the 
world in which several complex systems interact. Among 
other things, the model simulated interrelations between 
population density, food resources, energy and environ-
mental damage. Several scenarios developed on the basis 
of different policy options led to similar outcomes: a 
catastrophic decline in population and living standards 
within a century. If contemporary trends were to contin-
ue, the world would experience this decline by the middle 
of the 21st century, although it could be delayed up to the 
end of the 21st century through the extensive deployment 
of technology. Only a scenario combining early changes 
in behaviour, extensive use of technological solutions and 
comprehensive social policies would be able to stabilise 
key factors like population and food. The main message 
of Limits to Growth is that economic growth can only 
continue if it is radically decoupled from  physical impacts 
like resource use and pollution (Randers 2010). More 
precisely, the human ecological footprint4 would have 
to return to a level that is in line with the Earth’s carry-
ing capacity and remain at or below that level thereafter, 
with or without economic growth. In practice, however, 
what has been happening is at best a relative decoupling: 
ecological footprints grow, but more slowly than the 
economy. 

Towards the end of the 1970s, environmental economists 
like Herman Daly took up this concern and began to criti-
cise the externalisation of environmental costs in growth 
accounting. Daly attributed the systematic underpricing 

4 In their 30-year update to the Limits to Growth  report, 
Meadows et al. define an increase in the ecological foot-
print as an ‘increase in resource extraction, pollution 
 emission, land erosion, or biodiversity destruction, without 
a simultaneous reduction in other human impacts on 
 nature’ (Meadows et al. 2004: 289).

of natural resources to the societal dominance of the 
other factors of production: capital and labour. Without 
an effective ‘lobby’ to advocate for natural resources, they 
were deemed to be prone to overexploitation. Daly there-
fore promoted the concept of steady-state economics, im-
plying that the economy should eventually reach a level 
of constant GDP to preserve limited natural resources 
(Daly 1977).

Another milestone was reached in 1987 when the World 
Commission on Environment and Development pre-
sented the Brundtland Report to the United Nations. This 
report advanced the understanding of sustainability by 
stating that ‘environment’ and ‘development’ are insepa-
rable. It defined sustainable development as meeting ‘the 
needs of the present without compromising the ability 
of future generations to meet their own needs’. As the 
authors of the report saw it, the limits to growth that 
sustainable development implies are not absolute; rather, 
they are set by the ability of the biosphere to absorb the 
effects of human activities and by the state of technology 
and social organisation.

In 1992, governments at the United Nations  Conference 
on Environment and Development (UNCED) in Rio 
adopted the concept of sustainable development as a 
central principle in stating that ‘Human beings are at the 
centre of concerns for sustainable development. They are 
entitled to a healthy and productive life in harmony with 
nature’ (UNCED 1992b). The Agenda 21, adopted at the 
same conference, established the social, economic and 
environmental dimensions as the three pillars of sustain-
ability (UNCED 1992a). It was assumed that synergies be-
tween the three dimensions are possible in principle but 
that there is also a risk of significant conflicts, and that 
political action is required to realise the synergies and 
manage the conflicts. The concept of sustainability has 
subsequently strongly influenced political discourse on 
development around, for example, the UN’s Millennium 
 Development Goals and Sustainable Development Goals. 
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OECD’s 2012 definition of green growth sets stringent 
requirements for environmental protection, but does not 
explicitly refer to social aspects like equity. OECD under-
stands green growth as

‘fostering economic growth and development while 
ensuring that natural assets continue to provide the 
 resources and environmental services on which our well-
being relies. To do this it must catalyse investment and 
innovation which will underpin sustained growth and 
give rise to new economic opportunities’ (OECD 2012: 8).

 
The requirement that green growth must ensure natural 
assets maintain the ability to provide the basis for human 
wellbeing is a clear call for the human ecological foot-
print to be reduced to sustainable levels, in line with the 
Limits to Growth report. Other agencies avoid this kind 
of benchmark for the ‘green’ dimension of green growth, 
opting instead for phrases like ‘significantly reduced en-
vironmental risks’, ‘minimised pollution’ or ‘growth that 
helps green economies’. That said, they do tend to focus 
more strongly on the social aspects. 

UNEP explicitly includes social equity in its definition of 
the green economy (GE) — by which it means fully actual-
ised green growth — describing a Green Economy as 

‘one that results in improved human well-being and  
social equity, while significantly reducing environmental 
risks and ecological scarcities. A GE is characterized by 
substantially increased investments in economic sectors 
that build on and enhance the Earth’s natural capital 
or reduce ecological scarcities and environmental risks. 
These sectors include renewable energy, low-carbon 
transport, energy-efficient buildings, clean technologies, 
improved waste management, improved freshwater pro-
vision, sustainable agriculture and forest management, 
and sustainable fisheries. These investments are driven or 
supported by national policy reforms and the develop-
ment of international policy and market infrastructure’ 
(UNEP 2010: 3).

C I The green economy and (inclusive)   
        green growth

Once established, the concept of sustainability was inte-
grated into most countries’ development strategies, such 
that the 1990s saw an upsurge in environmental policy 
and management (Strange and Bayley 2008, Jacobs 2013). 
However, these measures did not suffice to counter the 
effects of economic activity on the environment; in fact, 
most environmental indicators continued to worsen. 
Governments were failing to put the concept of sustain-
able development into practice and to deliver environ-
mental protection with the impetus required. By creating 
the new notion of a ‘green economy’ or ‘(inclusive) green 
growth’, several institutions — including UNEP, OECD and 
the World Bank — attempted to reinvigorate the move 
towards environmental sustainability (Jacobs 2013: 6). The 
institutions in question stress that these new concepts are 
not intended to replace the goal of sustainable develop-
ment, but must instead be seen as a means to deliver it. 

Initially referring only to growth in eco-industries,5 the 
concept of green growth has recently magnified its scope 
to include the entire economic structure (Jänicke 2012). 
Similar to sustainability, green growth is based on the 
understanding that a fundamental transformation of 
the economy is required to protect the natural resource 
basis of human well-being. There is, however, no com-
monly agreed definition of green growth. While all of the 
various definitions proposed by the international institu-
tions agree that the environmental impacts of economic 
growth need to be taken into consideration, they differ in 
terms of how stringent they require the environmental 
protection to be and how explicitly they emphasise the 
social aspects of green growth.

5 As defined in 1999 by OECD and Eurostat in The 
 Environmental Goods and Services Industry: Manual for 
Data Collection and Analysis, eco-industries are ‘activities 
which produce goods and services to measure, prevent, 
limit, minimize or correct environmental damage to water, 
air and soil, as well as problems related to waste, noise 
and eco-systems. This includes technologies, products and 
services that reduce environmental risk and minimize 
 pollution and resources’. 
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country governments regarding the negative effects a 
green growth approach can have on people living in  
poverty — an issue that was vigorously raised at the 
Rio+20 conference in 2012 (Benson et al. 2014). 

All of the above definitions go a long way in helping to 
delineate green and inclusive growth; however, many im-
portant aspects remain vague. As such, they are not suit-
able for guiding policymakers in their work to assess the 
social aspects of green growth policies. Becoming more 
precise implies having to take decisions on the scope of 
‘greenness’ (for example, which environmental impacts 
to include, and whether or not to set a benchmark related 
to the Earth’s carrying capacity) and on the intensity of 
inclusiveness (are we avoiding harming people living in 
poverty, benefiting them or disproportionally benefiting 
them?). These decisions can be politically contested and, 
given their normative nature, there is no single best solu-
tion. Ultimately, they will be shaped by political consid-
erations, local context and development priorities.

Drawing on the above definitions, this paper proposes 
a normative ‘gold standard’ definition of green and in-
clusive growth that very stringently specifies both the 
environmental and social dimensions. Chapter 3 will 
explain how policymakers can use this definition to assess 
how potential impacts arising from green growth policies 
will affect people living in poverty. In this way, it seeks 
to address the concerns of many developing-country 
governments that green growth policies may have nega-
tive social impacts. While this ‘gold standard’ definition 
should henceforth constitute the aspiration of green and 
inclusive growth policies, it may prove challenging to 
realise in practice. For this reason, a less stringent ‘mini-
mum requirement’ definition is also provided. 

The ‘gold standard’ definition of green and inclusive 
growth reads as follows:

Green and inclusive growth is that which allows for a 
reduction of humanity’s ecological footprint to a level 
that is in line with the Earth’s carrying capacity, while 
disproportionately improving the opportunities of people 
living in poverty to partake in the process and outcomes 
of economic growth, thereby lowering inequality.

It further states that ‘[i]n its simplest expression, a green 
economy can be thought of as one which is low carbon, 
resource efficient and socially inclusive’ (UNEP 2014).

The World Bank defines green growth as growth that is: 

�� ‘efficient in its use of natural resources,

�� clean in that it minimizes pollution and environmen-
tal impacts, and

�� resilient in that it accounts for natural hazards and 
the role of environmental management and natural 
capital in preventing physical disasters’ (World Bank 
2012: 30).

It also calls for this growth to be inclusive, but introduces 
the idea of potential trade-offs between green growth and 
inclusiveness by acknowledging that ‘we cannot presume 
that green growth is inherently inclusive’ (World Bank 
2012: xi). It argues that the outcomes of green growth 
policies are likely to be good for people living in poverty, 
but that, nonetheless, these policies should be explicitly 
designed to maximise benefits and minimise costs to the 
poor. However, the World Bank does not go into more 
detail and, instead, concentrates on the management of 
trade-offs between the environmental and economic 
dimensions of sustainability. OECD adds that ‘[w]hen 
designed to reduce poverty and manage near term trade- 
offs, green growth can help developing countries achieve 
sustainable development’ (OECD 2013: 2).

In a later publication, the African Development Bank 
(AfDB), OECD, UN and World Bank define inclusive green 
growth as

‘growth that not only helps green economies, but also 
helps move towards sustainable development by ensuring 
environmental sustainability contributes to, or at least 
does not come at the expense of, social progress’ (AfDB et 
al. 2013: 3).

 
This reinforced emphasis on social progress may reflect 
the concern expressed by civil society and developing-
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This definition relates to the environmental sustainability 
requirement of Limits to Growth and to the concepts of 
planetary boundaries (Rockström et al. 2009) and plan-
etary guard rails (Schellnhuber et al. 2011) which stipulate 
that humanity must not transgress certain thresholds 
of environmental damage lest it causes unacceptable 
environmental change. In its social dimension, it relates 
to the pro-poor definition coined by Klasen (2010) and 
explicitly includes equality as a goal of inclusive green 
growth. In doing so, it relates to Kate Raworth’s ‘doughnut 
model’, which describes a safe and just operating space 
for  humanity within planetary and social boundaries 
 (Raworth 2012).

If this is not possible to implement, then there is the 
 option of the minimum-requirement definition: 

Green and inclusive growth is that which allows for 
a  reduction of humanity’s ecological footprint and 
 improves, or at least does not harm, the opportunities 
of people living in poverty to partake in the process and 
 outcomes of economic growth.

Although the definition loses much of its stringency, 
it is more realistic to implement. Its environmental di-
mension needs to be seen as a process prescription that, 
in a transitional period, allows the economy to exceed 
sustainable levels of natural resource use and pollution, 
while aspiring to realise a footprint in line with planetary 
boundaries. In this way, economic growth would become 
increasingly decoupled from natural resource use. The 
social dimension would not necessitate progress in re-
ducing inequality or poverty, but would at least protect 
people living in poverty from harm. The two definitions 
should not be seen as either/or options, but rather as an 
aspiration for and a lower limit to the requirements of 
green and inclusive growth.
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Since the inception of the green growth concept, agencies 
such as UNEP have stressed the potential for achieving 
synergies with social development outcomes (Benson 
et al. 2014). However, the evolution of the discourse on 
green growth during the Rio+20 conference, shaped 
in large part by non-governmental organisations and 
 developing-country governments, and the subsequent 
adaptations of green growth definitions to include a 
stronger focus on inclusiveness are evidence of the widely 
held concern that to deliver green growth and achieve 
social development goals trade-offs may be required or 
inevitable. In practice, it might not be possible to achieve 
both goals simultaneously. Indeed, the effects of green 
growth policies — for example, energy price rises imposed 
to offset the cost of supporting renewable energy — can 
have negative income effects on people living in poverty.

General guidance on the patterns of synergies and trade-
offs that are possible between the environmental and 
economic pillars of sustainability is difficult to obtain, 
and guidance on those possible between the environmen-
tal and social pillars even more so (Dercon 2014a). The 
complexity of environmental and social challenges to 
be addressed by green and inclusive growth policies and 
the surfeit of policies and measures attempting to meet 
them preclude a general overview of this topic. However, 
by combining the concepts of inclusive growth and green 
growth, it becomes possible to develop a checklist against 
which policymakers can assess the social impacts of green 
growth policy measures and, consequently, address con-
cerns related to the achievement of social development 
outcomes. 

To develop this checklist, it is necessary to (i) have a 
 systematic approach in place to assess how green growth 
policies affect inclusiveness and (ii) specify exactly what is 
meant by ‘green growth policies’, as explained below.

3. Inclusive green growth:  
 a checklist for assessing  
 synergies and trade-offs 

(i) The systematic approach required to assess how green 
growth policies affect inclusiveness
As suggested by Klasen (2010), discussed in Section 2 and 
included in the above definitions, people living in poverty 
may be affected by policies that impact on their ability 
to participate in growth (growth process dimension) and 
on the distribution of growth’s benefits (growth outcome 
dimension). When conducting the analysis, it is of less 
importance which effects of green growth policies on 
inclusiveness are assigned to which specific dimension. 
Instead, it is more important to think in terms of these 
process and outcome dimensions, as this will facilitate 
the development of a comprehensive set of analytical 
questions and help to ensure that no relevant effects are 
omitted.

The ability of people living in poverty to participate in the 
growth process (process dimension) can be assessed by 
asking the following questions: 

1. Sectors: Does the green growth policy affect sec-
tors where an above-average share of people living 
in  poverty are economically active? (For example, 
 agriculture or the informal sector.)

2. Employment and production factors: Does the green 
growth policy affect employment opportunities and 
production factors that people living in poverty de-
pend upon? (For example, low-skilled labour, health, 
education and financial, physical, social and natural 
capital [Hallegatte et al. 2014: 6].) This aspect needs to 
factor in both the ‘green’ employment opportunities 
created and the ‘brown’ employment opportunities 
lost (Bowen 2014).
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The common ground shared by these authors is, primari-
ly, that green growth policies should seek to correct prices 
where environmental externalities lead to suboptimal 
market outcomes. However, they also acknowledge that 
pricing alone may be insufficient to effect change or alto-
gether impossible to implement. As such, price correction 
needs to be complemented by other measures like regula-
tion. The authors also posit that, if clean technologies are 
to be introduced, specific support is required, as this will 
help break down established paradigms and accelerate 
the green transformation. Referring to the closely related 
area of green industrial policy, Lütkenhorst et al. (2014) 
call attention to another important area of green growth 
policy: the phasing out of polluting technologies. To do 
this often implies threatening the market position of 
established incumbents, which means the process comes 
laden with political-economy-related challenges. It may 
also entail job losses, which commonly result in negative 
social impacts. However, given the urgency of our present 
environmental challenges, green growth policies need to 
include measures to address polluting technologies even 
before their environmentally friendly substitutes become 
competitive.

Manifold policies can be considered to be green, and how 
they impact on social development goals and on people 
living in poverty heavily depends on the details of policy 
design. Not all factors listed in the above checklist are 
necessarily relevant for all policies, but the list may help 
to bring to light consequences that might otherwise have 
been overlooked. The following case studies in boxes 1 
to 3 illustrate the use of the checklist with specific policy 
examples.

The distribution of growth benefits (outcome dimension) 
can be assessed by asking the following questions:

3. Income: Does the green growth policy affect the 
 income of people living in poverty?

4. Inequality: Does the green growth policy affect 
 income distribution within the society?

5. Access: Does the green growth policy affect access 
to goods or services by people living in poverty? (For 
 example, to food, energy, water or finance.)

6. Regions: Does the green growth policy affect regions 
with an above-average share of people living in 
 poverty? (For example, rural areas or urban slums.)

Here, the question of inequality goes beyond the nar-
rower focus on poverty reduction to include distribution 
effects on all groups of society. This question may require 
normative decisions to be taken on, for example, the 
desirability of green growth policies that enable the eco-
nomic growth of all income groups, but allow poor peo-
ple’s incomes to grow at a slower pace, thereby increasing 
inequality. 

This list of questions should not necessarily be seen as all-
encompassing. Depending on the national context, addi-
tional factors may need to be considered when assessing 
the social effects of green growth policies, such as a focus 
on specific disadvantaged groups (e.g. women, children, 
people with disabilities, ethnic minorities or indigenous 
people). Conversely, it may not be necessary to assess all 
of the above questions for every green growth policy.

(ii) Specifying what is meant by ‘green growth policies’
To identify the list of policies needing particular scrutiny, 
it is necessary to specify what is meant by ‘green growth 
policies’. Dercon (2014b) groups green growth policies 
into the categories of (a) pricing environmental externali-
ties or, where this is not possible, regulating them, (b) pro-
moting investment in clean technologies and (c) making 
growth more resilient to environmental shocks. Similarly, 
Hallegatte et al. (2012) differentiate between (a) pricing 
externalities, (b) complementary policies where pricing 
is not possible or insufficient and (c) activist policies to 
phase in green technologies. 
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Box 1:  
Poverty reduction  
through microfinance  
for solar home  
systems?

Box 2:  
Do carbon taxes  
hurt people  
living in poverty? 

Box 3:  
Waste management  
and the informal sector —  
closing the resource loop 
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Box 1: Poverty reduction through microfinance for solar home systems?
 

Rural areas in developing countries often lack access to energy. Expanding the national power grid to remote areas is 
rarely financially viable due to challenges related to physical access and low settlement density. Lack of access to afford-
able finance for modern forms of energy can pose a significant barrier to development, particularly in rural areas (Pode 
2013). The microfinance for solar home systems (SHS) approach has shown to be an effective instrument to expand rural 
electrification by helping meet the high initial fixed costs for SHS acquisition. SHS combine green and social development 
objectives by generating clean electricity and improving the livelihoods of rural populations. The adoption of SHS has been 
demonstrated to have positive impacts on education, health, information, communication, working conditions, perception 
of security and social activity (Pode 2013).

The Government of Bangladesh has introduced a programme to promote the adoption of SHS with the aim of greening 
the energy sector and promoting rural development. The Government provides grants to the Infrastructure Development 
Company Limited (IDCOL), which the latter uses to provide soft loans to partner organisations, such as Grameen Shakti 
(Pode 2013). As partner organisation, Grameen Shakti provides microcredits to households and small businesses for pur-
chasing SHS. Grameen Shakti has also set up 46 Grameen Technology Centres, which mainly employ people from local 
rural areas, to provide after-sales support for and manufacturing of SHS accessories (GGBP 2014b). 

1. Sectors: Grameen Shakti microfinance contributed to the emergence of a new green sector in rural areas of Bangladesh 
by producing components for solar home systems locally and by creating technical maintenance centres for solar home 
systems (GGBP 2014b). While SHS production is not per se a sector where people living in poverty are disproportionally ac-
tive, the Grameen Technology Centres  specifically target these sections of the population, particularly women, and enable 
new small businesses to emerge (GGBP 2014b).

2. Employment and production factors: Low-skilled workers are being trained and employed in the renewable energy sec-
tor, e.g. in production and maintenance. The domestic production of components for SHS, such as charge controllers and 
solar lamps, generates employment for rural technicians. By conducting trainings in photovoltaic maintenance, the pro-
gramme also contributes to building the skills of workers and to improving the production factor of labour (GGBP 2014b). 
SHS also contribute to better health conditions of workers by reducing indoor air pollution at home (Pode 2013). Further-
more, SHS offer the potential of using electricity as a production factor in rural areas. However, Laufer and Schäfer (2011) 
show that in Sri Lanka, SHS did not enhance productivity in agriculture or other productive sectors due to the insufficient 
electricity capacity of SHS.

3. Income: By creating opportunities for establishing production and maintenance centres and for businesses, for example 
by being able to provide lighting for shops during evening hours and thereby extend opening hours, the programme gener-
ates employment opportunities for the rural population and increases income (GGBP 2014). Moreover, the adoption of SHS 
reduces household consumption of other energy carriers, such as kerosene, and the dependency on rechargeable batteries. 
In Bangladesh the proportion of income spent on energy was reduced by 20-30%, thereby increasing household budgets 
for purchasing non-energy goods and services (Komatsu et al. 2011). 

4. Access: Only one third of rural households in Bangladesh are connected to the national power grid (Rahman and Ahmad 
2013). In light of the low probability that these households will be connected to the national power grid in the future, the 
microcredits offered by Grameen Shakti enable people living in poverty and small businesses in rural areas to access mod-
ern forms of energy. This improves livelihoods by enabling lighting and access to internet and telecommunication tech-
nologies through the charging of mobile phones and telephone booth electrification (GGBP 2014b).

5. Regions: As a result of the newly-established SHS industry, new businesses and service centres for photovoltaic mainte-
nance and SHS production emerged in rural areas of Bangladesh. On the consumption side, clean electricity is enabling the 
substitution of more expensive and unhealthy forms of energy. Overall, Grameen Shakti has contributed to the develop-
ment of rural areas (GGBP 2014b). 
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6 In 2013, 22.3% of the male and 28% of the female South African labour force was unemployed (World Bank Indicators 2015). 
7  Devarajan et al (2009) compare different tax schemes in a reference and a rigid case (tax per metric ton equals USD 12.72 
and USD 21.84, respectively; the elasticity of substitution among energy inputs and between energy and capital is higher in 
the rigid case). Given estimates refer to the reference case. 
8 CGE = Computable General Equilibrium. 

Box 2: Do carbon taxes hurt people living in poverty? 

One of the most obvious measures to internalise environmental costs is to require the polluter to bear the costs of pol-
lution damage or pollution control (‘polluter pays principle’). One way of doing this is by levying taxes on pollution — for 
example by imposing  carbon taxes. The revenues raised can be used to alleviate the tax burden on socially desirable 
activities, such as labour, in line with the principle of  ‘taxing bads, not goods’. This would generate a double dividend of 
environmental protection and the support of social aims (Pearce 1991). 

However, given that tax revenues ultimately form part of the national budget, one should not assume that they will get 
earmarked for  specific purposes. Depending on how it is designed, the tax will have distributional effects that may nega-
tively or positively impact on people living in poverty.

1. Employment and production factors: Theoretically, a carbon tax can stimulate employment when the tax revenues are 
used to reduce non-wage labour costs, so that labour becomes relatively cheap and capital relatively expensive (Jacob et 
al. 2015). In South Africa unemployment is very high6. A fiscally neutral mix of instruments can positively affect employ-
ment in South Africa, particularly in capital and energy-intensive industries that shift to more labour-intensive and less 
energy-intensive production patterns in the process of a structural change caused by a carbon tax (Winkler and Marquard 
2009). However, modelling exercises also show a potential net negative employment effect. For the introduction of a 
lump-sum carbon tax of USD 12.72 per metric tonne in South Africa, Devarajan et al. (2009) calculate a 1 to 15% decrease 
in output of energy-intensive sectors such as iron and steel, electricity generation, metals, coal mining and refined petro-
leum, and an increase in output of sectors such as wood and agriculture (between 1 and 3%) (Devarajan et al. 2009). While 
a carbon tax stimulates investments in green technologies and hence fosters the emergence of green jobs for high-skilled 
workers, structural unemployment of less-skilled workers in South Africa can offset this positive employment effect 
(Devarajan et al. 2009). For example, Devarajan et al. (2009) calculate a decline in employment rates for low-skilled and 
medium-skilled workers of 0.96% and 1.33%, respectively7. They attribute this, however, to the inflexibility of labour rather 
than to the cost of the carbon tax itself. 

2. Income: It is expected that if carbon taxes end up increasing the price of goods or services consumed disproportion-
ately by people living in poverty (for example fuel or transport) there will be a negative income effect. On the other hand, 
there might be a net positive impact if tax revenues are used to alleviate poverty, for example through increased social 
spending. Based on a CGE8 modelling exercise, Winkler and Marquard (2009) argue that negative effects on poverty indeed 
need to be, and can be, mitigated if a carbon tax is to be introduced in South Africa. Devarajan et al. (2009) calculate a 
decline in income across all income groups, except for the richest 1.25% of households. Winkler and Marquard therefore 
suggest using revenues from wealthier groups to cross-subsidise electricity for people living in poverty, thereby increasing 
and broadening their use of the modern energy supply, or to use revenues to enhance public transport options.

3. Inequality: Depending on how they are designed, taxes can have a regressive effect — in other words they impose a 
relatively greater burden on low-income households than on high-income households and, in doing so, contribute to ine-
quality. Their effects can also be progressive, meaning they reduce inequality, or be neutral (i.e. proportional). Studies have 
shown that environmental taxes can have a regressive effect, burdening low-income households more than high-income 
households (see, for example, Liang and Wei 2012: for China), but also have a progressive effect (see, for example, Yusuf 
and Resosudarmo 2007: for Indonesia) depending on the specific country context. In South Africa the introduction of a 
carbon tax is likely to increase income inequality (Caetano and Thurlow 2014, Devarajan et al. 2009). Therefore, Caetano 
and Thurlow (2014) advocate the introduction of a higher carbon tax along with a revenue recycling mechanism that fos-
ters welfare.

The studies show that the overall effects on poverty, distribution and competitiveness greatly depend on the use of the 
revenues generated. This is evidenced in modelling work, such as that undertaken by Metcalf (1999), which shows how 
cross-subsidisation of goods and services or reductions of other taxes generate a net neutral distributional effect. If rev-
enues from carbon taxation are, for example, invested in food price reduction, a triple dividend (positive environmental 
impacts, GDP and employment effects, and poverty reduction) could be created for South Africa (Van Heerden et al. 2005).  
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9 According to ILO, ‘[d]ecent work sums up the aspirations of people in their working lives. It involves opportunities for 
work that is productive and delivers a fair income, security in the workplace and social protection for families, better pros-
pects for personal development and social integration, freedom for people to express their concerns, organize and partici-
pate in the decisions that affect their lives and equality of opportunity and treatment for all women and men.’ (ILO 2014)

Box 3: Waste management and the informal sector — closing the resource loop 

Solid waste management is an integral part of the green economy (UNEP: 288 ff.). In developed economies, waste man-
agement is, in the main, a formalised and high-tech activity — for example, in Germany, all communal waste is collected 
and treated (recycled, incinerated or composted). In most developing countries, however, the situation is different: the 
World Bank estimates that less than 50% of solid waste is collected in low-income countries. Most of the waste is col-
lected by informal workers, often under conditions that do not conform with the concept of ‘decent work’ defined by the 
International Labour Organization (ILO).9 Insufficient waste management has a major environmental impact because un-
treated waste leads to soil and water contamination and hygiene issues. Furthermore, the decomposition of organic mat-
ter in landfills produces greenhouse gas emissions that could have been avoided by recycling and composting (GIZ 2011). 

While sustainable waste management in low income countries plays a vital part in moving towards a green economy, ap-
proaches need to address the fact that the sector relies largely on informal waste collectors. As shown in the case of Belo 
Horizonte, Brazil, waste management schemes that actively include informal waste-picker communities can bring about 
significant social, economic and environmental improvements (World Bank 2013). In 1993, the municipality of Belo Hori-
zonte began implementing an integrated solid waste management model. This model focused on promoting waste seg-
regation in order to reduce environmental impacts, generate social benefits for the community – such as improved work-
ing conditions for waste-pickers and improved health for the population through expanded domestic waste collection 
services – and economic profits, e.g. by re-using waste for energy production (GGBP 2014a, Madeiros n.d., WIEGO 2011). 
The programme integrates informal waste pickers in the formal solid waste management system by providing financial, 
administrative and educational support to cooperatives of informal recyclers who conduct door-to-door waste picking 
for the municipality (WIEGO 2011). By formalising the employment situation of these informal workers, the municipality 
prevented the new system from potentially eliminating jobs of people living in poverty and improved working conditions 
of waste pickers. Such policy approaches, developed in cooperation with groups of informal workers, have been shown to 
be particularly effective (Benson et al. 2014). Helping groups to self-organise into cooperatives, small enterprises and net-
works is the first step towards improving these groups’ negotiating power and efficiency (GIZ 2011, World Bank 2013).

1. Sectors: The informal waste sector provides an income for at least 15 million people worldwide. Many workers in this 
sector belong to disadvantaged groups, such as women, children, elderly and disabled people. Brazil counts approximately 
230,000 waste pickers, only about 12,000 of whom have a formal contract (Dias 2011). By integrating informal workers 
into the municipal integrated solid waste management system in Belo Horizonte, the formal waste management sector 
grows while the informal waste management sector shrinks.

2. Employment and production factors: Waste collection can reduce health hazards and protect natural capital. Chil-
dren in Brazilian urban slums without solid waste management showed a 40% higher possibility of contracting health 
problems such as diarrhoea, parasites and dermatological disorders compared to children who benefit from solid waste 
management (Catapreta and Heller 1999). Labour, health and natural capital are all assets that people living in poverty 
disproportionately depend upon for their livelihoods. However, informal waste collection can also put workers’ health at 
risk. For this reason, Belo Horizonte in Brazil provides waste pickers with protective equipment like gloves (World Bank 
2013). Informal waste collection is highly labour intensive, low-skilled work. Besides direct waste picking, additional em-
ployment has been created in Belo Horizonte by the affiliated Community Cleaner Programme, which creates municipal 
cleaning jobs, and the Food Programme, which collects and distributes safe but unsellable food, e.g. to day-care facilities 
and retirement homes (WIEGO 2011). The Community Cleaner Programme creates employment opportunities, with prior-
ity given to residents of low-income settlements. The Belo Horizonte solid waste management programme demonstrates 
how a programme’s scope can be extended from environmental protection to encompass social inclusion by involving not 
only informal workers but also other urban people living in poverty (WIEGO 2011). 
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3. Income: If the working conditions of informal waste collectors can be improved, or if new decent jobs are created 
through proper waste management, this can provide new and enhanced income opportunities for people living in poverty. 
A large proportion of waste pickers in Belo Horizonte earn at least the minimum wage of USD 321 per month (World  
Bank 2013). 

4. Regions: Waste management is particularly important in urban regions with a high population density and a high 
 proportion of people living in poverty. In the case of Belo Horizonte, informal waste pickers live in urban slums that 
are difficult to access with formal waste management schemes (UN HABITAT, 2010). The programme addresses this 
challenge by including informal waste pickers in the programme, and promotes development in regions with an above- 
average share of people living in poverty, specifically urban slums. In addition, the programme contributes significantly  
to the city’s cleanliness (Nas and Jaffe 2004).



20 MANAGING THE SYNERGIES AND TRADE-OFFS

�� Protecting and improving the access of people living in 
poverty to employment opportunities and production 
factors. Many environmental policies are designed to 
improve or protect natural resources and/or reduce 
pollution. Since people living in poverty dispropor-
tionately depend on natural resources for their em-
ployment and income and are least able to protect 
themselves from environmental pollution, there are 
clear synergies to be found in this area (Bowen 2014). 
How ever, the distributional effects of such policies 
need to be considered and negative effects on low-
income households avoided (see below). Furthermore, 
when policies seek to protect natural resources from 
overuse and it is mainly people living in poverty who 
are responsible for this overuse, appropriate compen-
sation mechanisms must be found to ensure that these 
people’s livelihoods are not threatened.

�� Assessing income effects and protecting people living in 
poverty. Any transformative policy will have distribu-
tional effects. When a green subsidy is created, the cost 
needs to be covered. When an environmental regula-
tion is introduced, there will be winners and losers. 
This being the case, policymakers need to ensure that 
the income situation of people living in poverty is im-
proved after policy implementation (or, if adopting the 
minimum requirement definition of inclusive green 
growth, at least not worsened). 

�� Assessing effects on inequality. It is important to assess 
not only the absolute impact of green growth policies 
on the incomes of people living in poverty, but also 
how the policies affect these people’s incomes relative 
to other groups in the population.

In many countries, a transition towards inclusive green 
growth will require deep structural changes. Steering 
such changes is a complex task and one that requires a 
strategic and long-term approach. Developing a long-
term vision for change and embedding it in the country’s 
national development strategy is the first step in this 
journey. The identification of a viable vision for inclusive 
green growth crucially depends on the consideration of 
synergies and trade-offs between the economic, social 
and environmental dimensions of sustainability. Identify-
ing these interrelations requires evidence on the social, 
economic and environmental ‘hotspots’ (i.e., factors that 
are either particularly advantageous or problematic) of 
a country, and on the likely impacts wrought by policy 
measures on these three dimensions. This evidence will 
guide the subsequent process to set goals, target sectors 
and choose and design instruments. It will also inform 
the implementation and evaluation stages, after which 
the initial goals, targets and instruments can be adapted, 
if required. A number of toolboxes and guides exist to 
help policymakers carry out evidence-based decision-
making (see, for example, ILO 2011 and AfDB et al. 2013), 
but few explicitly address interactions between the envi-
ronmental, social and economic dimensions (an excep-
tion being the UNIDO Toolbox, published by GIZ in 2015). 
As such, more work is needed in this area.

Following the logic of the above checklist, there are six 
core areas that policymakers need to consider when 
 designing inclusive green growth policies:

�� Exercising particular caution when a green growth 
policy targets sectors with an above-average share of 
people living in poverty. Positive or negative effects on 
low-income households may in this case be particu-
larly strong — for example, when a reform targets the 
agricultural sector.

4. Managing the synergies  
 and trade-offs 
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will define the starting point of strategic policymaking, 
with minimum requirements for the other dimensions of 
sustainability serving as guard rails. Identifying hotspots 
and appropriate strategies to tackle them requires evi-
dence; however, particularly in developing countries, this 
is often unavailable. Further research is therefore needed 
into, among other areas:

�� appropriate and easy-to-use tools for identifying 
 national environmental and social hotspots;

�� the effects of specific green growth policies on the 
 informal sector;

�� the net employment effects of specific green growth 
policies — if possible, disaggregated by skill levels;

�� the design features that specific green growth policies 
need to deliver a progressive income effect;

�� the effects of specific green growth policies on regional 
distribution.

Alongside the knowledge-based, rational choice of green 
and inclusive growth policies, the government needs to 
mobilise societal support to ensure implementation is 
successful. To this end, policymakers need to cooperate 
with stakeholders, explore the policy space and under-
stand the opportunities and risks. In so doing, they need 
to go beyond the national context: the global economy 
and international institutions can be supportive as well 
as obstructive factors, as can international actors like for-
eign investors and donors. It is important to align these 
actors with the transformative strategy and to draw on 
inter national support to create political impetus and ease 
capacity and funding constraints.

�� Designing inclusive green growth policies to enhance 
the access of people living in poverty to goods and 
services. Many people living in poverty lack access to 
basic goods and services. Policies that create, protect or 
enhance this access and, at the same time, protect the 
environment can be considered green and inclusive — 
for example, electrification with renewable energies or 
sustainable water management. However, there may 
also be trade-offs — for example, when establishing 
nature preservation areas it may be possible to provide 
poor people with access to game animals.

�� Considering regional effects and maximising positive 
(or minimising negative) impacts on disadvantaged 
regions. Green technologies that use new resources can 
offer new opportunities for economically disadvan-
taged regions that are, for example, endowed with high 
wind or solar energy generation potential. Tapping 
into these resources can certainly create economic op-
portunities for residents of these areas. However, green 
policies can also further disadvantage structurally 
weak areas, as demonstrated by Liang and Wei (2012) 
in their example of the Chinese carbon tax scheme 
that could widen the income gap between rural and 
urban areas.

The relative weighting of environmental, social and eco-
nomic aims with respect to development objectives will 
differ between countries, as will the emphasis placed on 
the environmental or social aspects of green and inclusive 
growth. For some countries, the priority might be identi-
fying social hotspots, such as extreme inequality or per-
sistent absolute poverty, while other countries may wish 
to tackle grave environmental challenges, such as air and 
water pollution or desertification. These national hotspots 
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