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De-toxifying Finance and De-carbonizing the EconomyOpportunities from a
Green New Deal Approach in Developing Countries

General wisdom seems to suggest that periods eofoetic crises are times for belt-
tightening and cost-cutting measures. While therguite some truth to that, under
capitalism, times of severe recession are alsonthi@ent when economic distortions
and asymmetries between supply and demand are coneycwhen radically new

structures of the economy emerge and break-thréecfimologies are adopted. The
tremendous challenges posed by the current systensis require bold and pro-

active responses that can lay the groundwork forensostainable economic, social
and environmental development. In other words,ctigs offers a big opportunity to

restructure economic incentive and governance systeecordingly.

This Trade and Environment Review elaborates oeva ffromising areas, where
developing countries can turn the current crisduozed challenges into long-lasting
and sustainable development opportunities. Promotaustainable agriculture,

enhancing energy efficiency and harnessing renewvabérgy for sustainable rural
development are but three illustrative afeds which developing countries can
generate real triple (economic, social and enviremial) win opportunities. These
areas can realistically be turned into new andrigspoles of sustainable growth
(linking cost savings with new employment and irient opportunities), which,

beyond the economic crisis, can also address leeps$sof the energy, climate, food,
and water crises as well as make an effective ibutiion to meeting the MDGs. The
three areas flagged above were selected by theriedliteam of this Review, because
of their particular relevance to the large majoofysome 140 developing countries
who are neither responsible for the current economioes (but are severely
impacted), nor are they large carbon emitters (fgg@ combined share of only 10
percent of energy-related GEmissions generated by all developing countfies).

The sustainable growth poles outlined above carpdre of a Green New Déal
approach in developing countries that cannot owveecthe current severe economic
crisis on its own merit, but can lay the groundwddt sustainable U-turns in
strategically important economic areas. Howevegrofer to understand the need for
and potential of such profound paradigm shiftss mecessary to fully appreciate the
root causes and systemic nature of the currenscris

Root causes of the current systemic crisis and thenportance of sustainable
growth impulses

The current crisis is all too often portrayed asesere recession, linked to a global
financial crisis. This is a very simplistic and sdicial evaluation of the situation,
which implicitly lends support to the perceptiomtla tightening of a few screws and
adjustment of some bolts might be sufficient taumetthe world economy to the

! Other promising areas are sustainable transpadrgy-efficient construction and building

management, material efficiency, waste avoidanceemmanced material re-use and recycling.
2 Developing countries accounted for 41 percendlb&nergy-related C{Oemissions in 2006.
Only 10 countries (China, Brazil, India, Indonesian, Mexico, South Africa, Saudi Arabia, Thailand
and Turkey), however, accounted for 90 percenhatf iIEA, 2008).

On the concept, areas and policy measures @stben New Deal see: UNEP, 2009a, 2009b
and Green New Deal Group, 2008.
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halcyon days of the "business-as-usual® economiovir path (Halle, 2009). In
reality, the financial crisis was the trigger ofetlturrent systemic crisis in the
productive economy and amplified deep-rooted stinattand social problems, but it
is by no means the only and even the most impodaumse of the systemic problems
now coming to the fore. So what is at the root?

First, although in recent years global economievagtthrived as never before, driven
by technological change (in particular in transpartd communication), a large and
fast-growing stock of finance capital seeking ltim&investment, and abundant and
readily available labour, the fruits of this economgrowth have not been equally
divided — either between countries or within colastr

A recent OECD report (OECD, 2008) shows that thecem that economic growth

has not been shared fairly is well founded. Inetyiaf incomes was higher in most
OECD countries in the mid-2000s than in the mida9gchart 1). Despite strong
economic growth in recent years, two thirds of OEC@untries experienced an
increase in poverty and inequality. The report dliglights that while paid work can

reduce the risk of poverty, there is no guaranteat tmore jobs and higher

employment do reduce poverty. The rising incidesiceon-standard employment has
widened the earnings distribution and contributethe increase in poverty.

Chart 1

Trends in income inequality in OECD countries in ¢hperiod mid-1980s to 2000s
Point changes in the Gini coefficient

008 —
0.06
0.04

0.02

0.00

OECD-24
OECD-22

-0.02

Cumulative change of the GINI coefficient
(mid-1980s to mid-2000s)

-0.04 —
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Source: OECD, 2008, p. 27

Two representative and very illustrative examples the US and Germany. In the
US, in the period 1993 to 2006, household incom#hfut capital gains) of the
richest 1 percent of population annually increabgdabout 10-11 percent, whereas
household income of the rest of the populationaased by only 2.7 percent for 1993-
2000 and 0.9 percent for 2002-200B other words, no less than 75 percent of the
household income gains recorded in this periodusctito the richest 1 percent of
households. In Germany, the total income gain afsbbolds has gone to the richest

4 In 1979, 34.2% of all capital gains in the US wenthe top 1 percent of recipients; by 2005
the figure was 65.3% (Economist, 2009).
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10 percent of households since 2003 (Parma/Vontak@09: 129). The recent
widening of inequalities marked a complete revea$ahe previous trend. From the
1930s to the late 1970s wealth disparities in e countries declined sharply.

The ILO World of Work Report 2008, analyzing inconmequalities in the age of

financial globalization (ILO, 2008), comes to thenclusion that between the early
1990s and the mid-2000s (i.e. a period of relayivapid economic growth and strong
job creation) in about two thirds of the countrieswhich data exist the total income
of high-income households expanded faster thanthvasase for their low-income

counterparts. Similar trends occurred when lookamngther dimensions of income
inequalities such as labour income vis-a-vis psofitr top wages vis-a-vis wages of
low-paid workers. In 51 out of the 73 countries Yanich data were available, the
share of wages in total income declined over th& pao decades. Likewise, the
income gap between the top and bottom 10 per demtige earners increased in 70
percent of the countries for which data were abéela

The ILO Report concludes that "financial globaliaathas also led to a depression of
the share of wages in GDP, reinforcing the downwaehd recorded in most
countries ... This effect is over and above any trdadiine in the wage share that
may have resulted from sectoral shifts, rising labdemand elasticities from trade
openness or changes in labour market regulatiodsrestitutions. There is empirical
evidence that financial globalization has led taramease in income inequality owing
both to a trend increase in financial assets (uglato GDP) and to a growing
incidence of crises" (ILO, 2008: 39-40).

Rising poverty and income inequality naturally doaisied the purchasing power of
large parts of the population, thus leading to @lisléorium between supply and
demand (the massive oversupply of sophisticated, expensive products in the
global car and electronics industry just being fprominent examples). If one wants
to boost demand, one needs to make sure that emqughasing power is created
where the physical demand exists.

A second causal factor of the current crisis isdbi@modity price explosion of recent
years (see box 1). Rising commodity prices by thedves are not a problematic factor
as long as they lead to material efficiency anchglea towards sustainable production
and consumption patters. However, the classicabwhr economy” has a poor
performance record in this regard. Whereas laboodyctivity increased by some
260 percent globally in the last 30 years, energgterial and resource efficiency
improved by well below 100 percent (Muller, 200Bherefore, the very high level of
prices of crude petroleum and minerals and metadsich not only reached
unprecedented heights in nominal, but also intexahs, was particularly problematic
for many manufacturing and service activities. Atiahlly speaking, this high price
level could have been seen as reflecting a moreopppte part of the economic,
social, environmental and health externalities aterial and resource prick8ut the

For more information, see: Economist, 2009.

It goes without saying that the recent commogiige boom had a beneficial developmental
effect for many commodity-dependent developing toes. Between 2004 and 2007, income gains
from changes in the terms of trade were high fbrawid mineral-exporting countries, amounting t6 7.
and 3.9 per cent of GDP, while on average expodeother commodities showed losses (UNCTAD,
2009e: 22). More than 90 developing countries emtrrieast 50 per cent of their exports from

6

Please do not quote, nor cite 3



Ulrich Hoffmann Draft paper for UNCTAD Traded Environment Review 2009

"brown economy" seemed unable to cope with it iat tmaterial and energy
efficiency measures were insufficient of matchiaguired cuts in production costs.

Box 1
Putting recent commodity prices into historical rective

As can be seen from the charts below, in nominmahge the general commodity pri
level increased by 300 percent between 2002 and2608, with crude petroleum a
mineral and mials prices escalating by 400 to 460 percent. Hewen real terms, th
general commodity price level did not quite redoh @average of the 1970s, and rema
far below the price hikes of these years. Evertlsmreal price level of crude petrolel
and minerals and metals did reach new historicakg@ mid-2008.

Insert here the four charts, currently put at teey\end of the draft text

The third decisive factor at the root of the cutreystemic crisis is that the
concentration of wealth generated a massive volahfsancial assets in search for
lucrative investment. However, the above cited Ikt€port concludes that the
expectation that financial liberalization would phénprove the allocation of savings
and thus stimulate economic growth, while also xielg credit constraints and
improve income prospects of low-income groups, mid hold. According to ILO,
financial globalization has failed to contribute tbe enhancement of global
productivity and employment growth (ILO, 2008). dgulated international financial
markets have led to a situation, in which only IMcent of generated profit of
producing companies in many developed countriesresisvested, whereas some 90
percent ended up in financial markets in searclspeculative profit- a phenomenon
called "financialization of non-financial corpomatis" (UN DESA, 20095. This was
compounded by the shareholder value concept anshdag-term reliance on profit
centers for maximizing short-term earning reporfs companies, which made
impossible strategic, sustainable orientation aedisibn in real production and
service operations.

The abundance of financial capital in search fardtive investment opportunities
fuelled financial speculation (of which derivativesidd hedge funds are but one
examplé) and excessive corporate and private debt. In hiy way, the above-

commodities (47 of them being non-fuel commoditp@ters). For many other developing countries
commodities represent between 20 and 50 per ceghewfexport earnings (UNCTAD, 2008a: 11).

! The total investment in speculative capital (idthg derivates etc) was estimated by the Bank
for International Settlements at almost $600 tilliat the end of 2007. This is 10-11 times the
equivalent of the global GDP (estimated between &b 65 trillion for 2007), which already contains
inflated figures of value generation in the final@ervices sector.

Normally, one would expect that under conditiohtow real rates of interest (as prevailing in
recent years) and thus low rates of return forrfoi@ investment, capital is invested in the real
economy. However, exactly the opposite happened.

° Hedge funds showed a spectacular growth (anditiflugnce on productive capital) in recent
years. Hedge-fund assets increased from $39 bétidhe end of the 1990s to $1.9 trillion at thd eh
2007. Economist, 13 December 2008. Many hedge faimdsd at extremely high rates of return (often
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mentioned disequilibrium between supply and ineggaiduced constrained demand
as well as the consequences of the recent commpddg boom were temporarily
bridged till the financial bubble burst.

Seen that way, it is obvious that bailing out barksreform of the international

financial system, and stringent control of finahdiaeralization are necessary, but in
themselves insufficient measures to address thiecagses of the current crisis and
re-stablish a new equilibrium between supply antated in key markets. A lopsided
and too sweeping focus on bank bailouts by devel@pentry governments might, in

the medium-term, make bleaker the prospects fon@o@ recovery. The related

escalating public debt and the higher reserve reménts of banks may well put
upward pressure on future interest rates, jackipghe costs of borrowing for the

productive sector and fuelling inflation.

A recent UN DESA Policy Brief (UN DESA, 2009) sugtetwo directions of policy

intervention:

(1) Enhancing labour market support in the formgoéater spending on active
labour market policies, higher unemployment begsgfitand higher
employment protection so that globalization hagss lunfavorable effect on
the labor share of national income. The provisiba solid and portable set of
social protection does not appear to have redueel@ tompetitiveness and in
fact may raise it as worker security leads to gmeaipportunities for
innovation and rapid productivity growth.

(i)  The growth in profits and the profit share mbe re-directed from financial
assets towards their reinvestment in new capaaoitiyeenployment, in product
and process innovation, and in skills developm&#form of the banking
sector must ensure that banks get back to the éessiof undertaking prudent
credit assessment in line with borrowers' expeatedme flows, which can
support more economically, socially, and environtaly productive
investment opportunitie’S.

This provides the very rational for launching Grééew Deal type initiatives, which

make a contribution to re-establishing equilibrilbetween supply and demand,
changing focus and patterns of production and aopson along sustainable

development lines. Such "green" restructuring, doet with a new industrial

revolution, can have four main results: (i) it garprove the quality of life of people

and social equity, as well as provide opportunities new income-generation

activities; (ii) it saves material, energy and reses and drastically lowers

environmental impact, including reduction of GHG igsions; (iii) it increases

competitiveness and the level of innovation of cames; and (iv) it reduces

dependency on fossil fuel, enhances energy secuitg makes access to energy
affordable.

in the order of 30% and above), which could noubderpinned by even very high rates of return of
companies in the real, material economy (some 256)20

10 As the Green New Deal Group apply describedhiedsence, finance will have to return to its
role as servant, not master, of the global econf@rgen New Deal Group, 2008: 23). The protective
financial umbrella currently being put up by margvdioped country governments provides them with
critical leverage to institute reform of the bartkisnd international financial system.
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Economic stimulus packages can kick-start the redupolicy transition. What is
required in the medium term for an effective Gredaw Deal approach is a
supportive legislative framework (including issussch as removal of perverse
subsidies, ecological tax reform, public supporiR&D, green public procurement
and government-backed green financing scheme)psigal by price signals (a blend
of carbon/material taxes and carbon trading) tdt $bia low-carbon and material-
efficient economy that also offers new (in quaiitat and quantitative terms)
employment and income-generation opportunities é&rblew Deal Group, 2008:
36), i.e. turning a Green New Deal into a greensowlally more equitable economy.

Times of major crises generally coincide with angigant contraction of economic
activity. They are however also times of opportesifor a rapid breakthrough of new
technologies, production and consumption methodsamsociated new management
practices, because paradigm shifts and ideologiddlurns are far easier to
accomplish.

The Green New Deal - a launching pad for new sustable production and
consumption patterns

The above-outlined economic rational for a sustdmaevelopment U-turn comes at
a time when the same move is required by the egigenof mitigation of and
adaptation to climate change. The current concemtraof carbon dioxide in the
atmosphere is estimated at around 380 ppm (ab&upgih in CQ equivalent for all
green house gases), up from 280 ppm at pre-indudimes (Blasing, 2009).
According to the experts of the Intergovernmenihd? on Climate Change (IPCC),
limiting the increase of global temperature to matre than 2-3 degrees would require
stabilizing global GHG levels at a concentratio®b0 to 550 in C@equivalent. This
in turn necessitates a reduction of global,@®issions by at least half (or 30 to 85
percent for different countries) till 2050, relaito the emission level of the year
1990 (IPCC, 2007 and IEA, 2007, p.206) (see chafbr2the required cuts). For
developed countries, these targets imply reductodretween 80-90 percent of GHG
emissions. In other words, what is required is imgtHess than a new industrial
revolution that de-carbonizes the economy, mainfpugh higher energy efficiency
(about two-thirds), and fuel switching (about ohge), i.e. implying the almost
complete substitution of fossil fuel (IEA, 200%).

Chart 2
Required global GHG emission cuts

1 The former European Commissioner for the EnvireninStavros Dimas, in January 2007

coined the phrase that "we need the equivalen eih@ironmental war effort" (Dimas, 2007).
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In the light of this toll order, after the revolomi of transport, information and
communication technology, which has driven glokalon so far, the next industrial
revolution is likely to focus on enhanced energwatenial and resource efficiency,
enhanced use of renewable energy sources, anddigparshift towards sustainable
agriculture. This will not only lead to cost sawnfgenerally very important, but
particularly essential at crisis times), but alssher into environmental benefits,
income-generation potential and employment oppdrasn The potential in this
regard is huge. By way of illustration, in manutactg labour accounts for only 22
percent of total costs in developed and less th@erbent in developing countries,
whereas material production inputs account for 4f@cent and 60-70 percent
accordingly (Muller, 2009).

Against this very background, the huge economrugtis packages doled out at the

moment in developed and some developing countriesan ideal opportunity for

shifting emphasis and directing funding to the jdsntified sustainable growth areas.

Although this can only be the beginning of a muabrenprofound restructuring and

economic, social, environmental re-orientatforihese first steps in some countries

have considerable global catalytic effects:

(@) Investment by one country in low-carbon andeamak efficient technology
reduces cost of that technology for everyone. Goatthg government-driven
R&D and government-funded demonstration projecta caaximize the
energy, economic, social and environmental benefitevery public dollar
spent.

(b) Efficiency investments that reduce energy demmamone country bear on
energy prices around the world and thus the castfiteanalysis used by
national policymakers when evaluating domestic @og (WRI, 2009).

According to a recent HSBC study (cited in Vorhd@809), however, only about 16
percent of the $2.8 trillion governmental stimulpackages recorded fall into the
environmental and green efficiency areas. As carsden from chart 3, only the
Republic of Korea, China and France surpass thehmeark of 20 percent that was
regarded as a minimum by Prof Stern for an appatgtigreen share”.

12 The $100 billion in the current US governmentnstius package directed towards energy and

environmental programs is estimated to cut US cammissions by not more than 1 percent (WRI,
2009).
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Chart 3
Green Impulse: The Share of Green Investment in Boonic Stimulus Packages
(in parenthesis: green investment in $ billion)

Japan 2.6% (12)

UK 7.0% (2)

Canada 8.0% (3)

Australia 9.0% (2)

USA 12.0% (112)

Germany 13.0% (14)

France 21.0% (7)

China 38.0% (221)

Rep. Of Korea 81.0% (31)
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Source: Vorholz, 2009

Apart from creating a plethora of green jobs, ayverportant point from a macro-

and micro-economic point of view is that such inwent pays off very quickly; some

may even have negative costs. According to theutzlons of the World Resources
Institute for the US stimulus package, for instanme average the green recovery
scenarios save the US economy $450 million per gieaerms of direct savings and

indirect benefits through lower energy prices) égery billion dollar invested: a sort

of "efficiency pay-go" provision for current govenent spending (WRI, 2009). A

study of the Kathy Beys Foundation on Germany foilnad an investment program in

material, energy and resource efficiency would lowests by 20 percent over the
next 10 years; increase GDP by 10 percent andecesmahe 700,000 additional jobs
(i.e. about 2 percent of the currently economicatfive population in Germany)

(Kathy Beys Foundation, 2005).

Turning challenges into opportunities - creating lev carbon sustainable growth
poles in developing countries

The key objective of this Review is to analyze millustrative way how the current
systemic crisis can be turned by the vast majarftgome 140 developing countries,
who are not major carbon emitters, into an oppatguior creating, in a number of
specific areas, poles of sustainable, carbon-efiici economic, social and
environmental developmefit.

The Review singles out three areas that are oficpdat importance to these
developing countries and offer a truly universaalepment perspective through
offering interconnections and pulling effects. Tdhese:
- Enhancing energy efficiency (chapter ....)
Mainstreaming the use of sustainable agricultureduding organic agriculture
as its most sophisticated form (chapter ....)

13 On the general relationship between economic tirosustainable development and climate

change, see UNCTAD, 2009c, sections 2.3. to 2.5.
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Harnessing the use of renewable energy for sudti@naral development
(chapter ....).

These potential poles of sustainable growth rederttie development imperative
with the global climate change mitigation imperativcreate true win-win-win
opportunities (more and better jobs, lucrative retgk added value, and multiple
social and environmental benefits), assure energgurgy, and foster local
technological and institutional capacity.

This is not the place to belabor the key points eniadthe following chapters of this
Review elaborating on the specific areas of suggesustainable growth poles.
Rather, we will try to focus here on some key gaheoncerns and queries normally
advanced as factors that might complicate or pasarmountable hurdles for the
transition to a more sustainable development pagioor developing countries.

The most frequently made query relates to the ddfloitity and the significant up-
front costs that a shift towards creating sustdagbowth poles might have. Is this a
real or perceived concern?

For the three illustrative areas flagged in thisiBe&, one can clearly say that this is a
perceived concern. On scrutiny, the areas propbsed offer, on the one hand, a
significant cost-cutting potential (in some caseshie extent of negative costs), and,
on the other hand, an income-generation potertélmakes the investment virtually
self-financing and thereafter results in self-dyragrowth.

Large improvements in the area of energy efficiel€}), for instance, can be
achieved, in particular in developing countriespegative net costs, i.e. the long-term
benefits of EE investment by far outweigh the coBismand-side EE measures may
be particularly cost-effective. Yet, there are mabstacles to EE improvements,
which are well documented. Some of these obstaclay be more intense in
developing countries, such as lack of awarenessiteli access to capital and
difficulty to reach small and disperse end-useealRRing untapped EE opportunities
requires adequate strategies and policies to rerabstacles to EE investments (for
more detail, see Chapter ....).

As can be seen from chart 4, quite a number of lBgravement methods already
have negative economic costs, even without inteaingl multiple benefits or avoided
costs (such as health and environmental benefitwedlsas lower energy prices).
Approximately for about 7 GtC4 there are net gains from EE improvements and for
about 20 GtCg@e abatement is possible at a cost of less tharidg¥0h other words,
EE alone could offer 27 GtG® of reduction possible at relatively low cost. sThi
emission volume would represent almost two thirfishe 42 GtCQe reduction
globally required by 2030 (see chart 2). Accordimghe McKinsey experts, capturing
these EE opportunities would create energy savingstranslate into a 17 percent
annual rate of return in the period to 2020, by atandard a very lucrative rate of
return for the productive economy.

Chart 4
Map of carbon abatement opportunities and their t®s
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Such EE measures demonstrate that good environhmeaiteagement goes along with
efficient economic management.

Apart from the savings potential, another importafgment of the growth pole
approach advocated here is the creation of employraed income opportunities
through new production methods that generate a mhare sufficient income stream
to pay back initial investment and fuel self-sustai and sustainable development in
the medium term (and this even in the absencetefnalization of multiple benefits
or avoided costs). The wider use of sustainabléecature'* and the harnessing of
renewable energy for sustainable rural developraeattwo cases in point. In this
regard it is worth recalling that unlike other s@st agriculture is closely entwined
with poverty reduction and generating environmeptadlic goods?

14 Sustainable agriculture integrates three main Isg@amvironmental health, economic

profitability, and social and economic equity. Sursable production practices involve a variety of
approaches. Specific strategies must take intousmtdmpography, soil characteristics, climate, pest
local availability of inputs and the individual gver's goals. Despite the site-specific and indigidu
nature of sustainable agriculture, several genpraiciples can be applied to help growers select
appropriate management practices: (i) selectiospeties and varieties that are well suited tositee
and to conditions on the farm; (ii) diversificatiohcrops (including livestock) and cultural praes to
enhance the biological and economic stability ef fdwrm; (iii) management of the soil to enhance and
protect soil quality; (iv) efficient and humane wfdnputs; and (v) consideration of farmers' gaais
lifestyle choices. Examples of some of the key Bjpestrategies of sustainable agriculture are:anig
farming, low external input sustainable agricult@k&ISA), integrated pest management, integrated
productlon (IP) and conservation tillage.

15 As regards de-carbonization, it has been estintitat carbon sequestration in agricultural
soils has a mitigation potential of 1 to 4 Gt{O@er year, representing between 11-17 percenttaf to
estimated GHG mitigation potential, of which 70qent lies in developing regions (Martino, 2009).
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UNCTAD-UNEP research (UNCTAD, 2008b) has shown flaais that engaged in
certified organic export production in East Afriaere significantly more profitable
than comparable groups of farmers engaged onlymventional productiof? It is
also worth pointing out that, in contrast to thepexence in developed countries,
organic conversion in many African countries isoassted with increases rather than
reductions in yield. The absence of yield lossdateése mainly to the low-input
characteristics and general low productivity of wemtional farming on the continent.

The potential to export to consumers willing to pgangmium prices for certified
organic products generates significant income pdass for organic farmers in
developing countries. Global markets have been igipat rates of over 15 per cent a
year over the past two decades. Between 2002 &d glbbal certified organic sales
doubled to reach $46 billion (Sahota, 2009) andeapected to increase to $67 billion
by 2012. Even in the current economic crisis, whi#enand for most products is
dropping fast, demand for organic products consnte grow. While sales are
concentrated in North America and Europe, produoct® global, with developing
countries producing and exporting large and everemsing shares. Africa, for
instance, is home to some 20-24 per cent of thddisocertified organic farms.
Exports of organic products from Uganda quintuptefive years — from $4.6 million
in 2002/03 to $22.8 million in 2007/08. Price prems for farmers range from 30 to
200 per cent (UNCTAD, 20094).

Organic production is also particularly well-suitéok smallholder farmers, who
comprise the majority of the poor in developing miieés. Resource-poor organic
farmers are less dependent on external resouratsxgrerience higher and more
stable yields and incomes, enhancing food sec(iistymore detail, see UNCTAD-
UNEP, 2008).

Surveys from the UK’s Soil Association and the Redastitute in the US found that
organic farming in the UK provides roughly one t¢himore jobs per farm than
equivalent non-organic farms, in addition to beig to 60 percent less energy
intensive (Soil Association, 2006 and LaSalle & pieqy, 2008: 3). Furthermore,
there are significant savings from the non-use grb&hemicals (both in terms of
economic costs and carbon emission savings in ptimu of agro-chemicalsy
Developing countries in Africa, for instance, impo®0 per cent of their
agrochemicals, which most of the small-scale fasmesinnot afford. Instead of
relying on imported agrochemical and seeds of planieties under IPR protection,
Africa should build on its strengths — its landcdb resources, indigenous plant
varieties, indigenous knowledge, biologically dsersmallholder farms and limited

16 For example, under the Environmental Action Tqapject in Kenya, maize yields increased

by 71 per cent and bean yields by 158 per centeblar, increased diversity in food crops available
farmers resulted in more varied diets and thus awgad nutrition. For 20,000 farmers in Tigray,
previously one of the most degraded regions ofdpili crop yields of major cereals and pulses have
almost doubled through the use of ecological agitical practices such as composting, water and soil
conservation activities, agroforestry and crop difizcation (UNCTAD, 2009a)

17 For example, in Uganda the farm gate price fganic pineapples is 80 per cent higher than
for conventional pineapples; for ginger, it is 1)8&r cent higher; for cotton it is 33 per cent highe
(communication from the National Organic Agricuukssociation of Uganda).

18 In the UK, a 100-hectare stockless arable farrastémated to consume on average 17,000
litres of fossil fuel annually through fertilizemputs alone (Cormback, 2000).
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use (to date) of agrochemicals. It is time for dnc&n Sustainable Green Revolution
— to increase agricultural productivity by using®inable agricultural practices that
minimize harm to the environment, build soil fety)] and create sufficient income
through diversified production (UNCTAD, 2009a).

From an economic point of view, apart from costisgs, higher revenues and
enhanced food security, a move towards more widesbruse of sustainable
agriculture also has advantages in making agricilto developing countries less
exposed to some key distortions in internationaticajural markets, such as
subsidie$’ and excessive market dominance by a few seed gricultural input
companies. Furthermore, there are lucrative andploged domestic and regional
markets for sustainably produced food in developowuntries, where market
domination of globally active retailers is low oom existent. Some international
labeling schemes for sustainably produced produsteh as Utz Certified or
Rainforest Alliance usually lead to price premiufos producers in international
markets, following the example of organic prodowntioned abové’

The International Assessment of Agricultural Knodge, Science and Technology
for Development (IAASTD), an intergovernmental pFss, supported by over 400
experts under the co-sponsorship of the FAO, GHRDB, UNEP, UNESCO, the
World Bank and WHO, released its summary repopnil 2008. It stated strongly
that "the way the world grows its food will havedisange radically to better serve the
poor and hungry if the world is to cope with growipopulation and climate change
while avoiding social breakdown and environmentdlapse.” The authors found that
() progress in agriculture has reaped very unetpeakfits and has come at a high
social and environmental cost; and (ii) food pragtgacshould try using "natural
processes" like crop rotation and use of organilifers. The authors call for more
attention to small-scale farmers and utilizing aungble agricultural practices, and
specifically mention organic farming as an optienesal times (IAASTD, 2008}:

As far as climate-change mitigation is concernesdtha commentary of Mr. Niggli of
the Research Institute of Organic Agriculture higiis below, if one were to go to
the extreme to use only organic methods in glogatalture, the thus managed soil
would mitigate anything between 2.5 to 4 Gt£0r 35 to 60 percent of the increase
of all GHG emissions between now and 2630.

19 Because supply from developing countries doesallyswnot directly compete with the

Northern supply patterns.

0 For more information, see: Byers, Giovannucai, [A008.

The Report flags the following specific areas iafportance: (i) improved resource
conservation technologies; (ii) better techniquesfganic and low-input systems; (iii) better lutieg
techniques for temperature and pest tolerance;réisgarch on relationship of agricultural ecosystem
services and human well-being; (v) economic andemmomic valuations of ecosystem services; (vi)
increasing water use efficiency and reducing wat#tution; (vii) enhancing bio-controls of current
and emerging pests and pathogens; (viii) developiotpgical substitutes for agrochemicals; and (ix)
reducing the dependency of the agricultural semtofossil fuels (Herren, 2008).

22 According to the Rodale Institute, in 2006, Ucarbon dioxide emissions from fossil fuel
combustion were estimated at nearly 6.5 Gt. 148l million acres of cropland in the United States
had been converted to organic production methoearlyr 1.6 billion tons of carbon dioxide would
have been sequestered per year, mitigating closmeoquarter of the US total fossil fuel emissions
(LaSalle & Hepperly, 2008: 5).

21
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The more stable and enhanced productivity of sustde agriculture is also very
important in the context of adaptation to the todigture consequences of climate
change for agriculture (chart 5), in particularngiigant yield losses (estimated as
high as 20-50 percent for Sub-Saharan developingtdes, for instance) and water-
constrained production (Stevens, 2009).

Chart 5
Critical future challenges of climate change for agulture

Source: Herren (2008)

Another interesting area of self-sustaining incogemeration is the harnessing of
renewable energy for sustainable rural developnf&mme 1.6 billion people, i.e. one
guarter of the world population, have no accessléatricity, mostly in South Asia
and Sub-Saharan Afriéd.Some 2.4 billion people rely on traditional biomdse.
wood, agricultural residues or dung) for cookingl d&i@ating. Lack of electricity and
heavy reliance on traditional biomass are hallmaokspoverty in developing
countries. Lack of electricity exacerbates poventyl contributes to its perpetuation,
as it precludes activities of processing of agtimall products and industrial activities
and the jobs they create (IEA, 2002).

Bringing a menu of integrated, decentralized rerd&eanergy solutions to the
countryside will provide a sufficient mix of therinanechanical and electric power
that provides completely new and a wide range @badpinities for handling, storing,
processing and transport of agricultural produictgyarticular food items (see chart
6).

Chart 6
Fuel mix and its impact on local household activiprofile in rural areas

23 In Sub-Saharan Africa, more than 92 percent @f thral population has no access to

electricity.
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Source: IEA, 2002: 370

This will create multiple added value and employtmapportunities in the
agricultural sector, including processing, in inaias$ activities closely related to or
required for agriculture (such as repair of agtioal machinery and vehicles) and in
the maintenance of the renewable energy equipmfgicultural productivity is
likely to increase significantly owing to irrigatip on the one hand, and lower
production, storage and processing losses, ontltez3

A very illustrative example of the tremendous oppoities offered in this regard is
the initiative of Grameen Shakti, a sub-progranGoimeen Bank in Bangladesh, on
empowering the rural people with access to greenggmand income (see box 2).

Box 2: Off-grid Renewable Energy Solutions in Bangldesh

Grameen Shakti (GS) was initiated in 1996 by theedmilders of Grameen Bank in order to rescue
the rural people from energy poverty which hampéesr social and economic development. The
mission of GS is to empower the rural people witbess to green energy and income. GS envisages a
future where rural households of Bangladesh woalkhaccess to environment friendly and pollutjon
free energy at affordable costs. GS aims at crgaisynergy between renewable energy technojogy
and micro-credit in order to give the rural peoplehance to improve their quality of life and aiake
part in income generating activities.

GS has embarked on an ambitious program to prosid@ange of affordable renewable energy
technologies to rural households. Already, over,@08 homes across Bangladesh have installed
photovoltaic (PV) solar systems capable of powetights and small-scale electronic appliances |(so
called solar home systems — SHS). Over 8,000 R&f systems are being installed per month, and

2 Inter alia, the local availability of renewableeegy can also address a serious health problem

- indoor air pollution from biomass use for cookiagd heating, which causes premature death of an
estimated 1.5 million women and young children @veloping countries every year (a figure twice as
high as the death toll from open-air pollution aesdpiratory diseases) (WHO, 2006).
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demand for the systems is increasing exponentiahg. goal is to install 2 million PV solar systems

homes by 2011 and 7.5 million by 2015, which woddch half of the rural population of Bangladesh.

In addition, GS has also installed 6,000 biogadlifies, which convert animal dung and organic

residues into pollution-free biogas and slurry.eiogas can be used to cook food, for lighting tan
produce electricity. The slurry is used as orgdaitliser and as fish feed. GS has a goal ofdang
500,000 biogas units by 2015. GS has also disseedrever 20,000 improved cooking stoves and
the goal of providing one million stoves by 201&eong 35,000 villages.

d

has

The employment and other economic opportunitieshefprogram are far reaching. At least 20,000
jobs have already been created with the currerakepbf these three renewable energy technolggies

across Bangladesh. The goal is to create at |€85000 direct jobs by 2015, mainly for women. T

example illustrates aon-grid solution to clean energy for the poor, especipbhyverful as it (i) is 4

his

commercial and microfinance-driven initiative; aij substitutes kerosene (the usual lighting fuel,

held responsible for respiratory diseases) withalBdl biogas-generated electricity.

Number of Solar Home Installations (cumulative) Number of Biogas Facilities (cumulative)

Results at a glance:

Number of villages covered 40,000 villages

Total beneficiaries more thamBlion people
Total employees 5000 (mgsthgineers)
Total installation of solar home systems (SHS) 220,000

Total number of improved cook stove (ICS) 35,000

Installation of biogas facilities 7,000

Installed power capacity 11.0 MW

Daily power generation capacity 44 MW-hr
Installation of micro utility systems over 10,000 syssem
Number of trained technicians 2,575

Number of trained customers 97,996 users

Full Paid customer (ownership) 55,494 customers
Users under maintenance agreement (after 3 years) 4,975 customers
Number of LED installed 15,885 lamps
Future plan- total installation of SHS by 2012 1 million

Future plan- biogas facility construction by 2012 500,000

Future plan- Improve Cook Stove construction by201 10 million

Green Jobs Creation by 2015 100,000

Source: Barau, Dipal C (2008) and www.gshakti.degige.html

Although the initial procurement and installatiorosts of renewable energy

equipment are not low (depending on the level gdhssiication of the solution

single focused or multi-purpose approaches), tining costs are very low, as fuel
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costs don't aris€. In other words, the lion's share of the annuatscds related to
amortization payments for the renewable energypeent®® In this light, it goes
without saying that such systems contribute to robd energy security and shield
the economy from escalating future energy pricesoofventional fuel and their price
volatility.

To sum up, the above-outlined approach on sust@rmgabwth poles combines good
economic with good ecological management. Cost;visemes at very low or even

negative costs and creates its own self-sustaioectas of income. This is the case
even under conditions of no or imperfect interratian of many key externalities, in

particular health and environmental costs. Howetee, higher the level of clear

strategy, policy coherence and gradual internatinabf externalities, the more

effective the approach and the stronger the pulspill-over effects from the growth

poles.

The suggested approach clearly contributes to utidirhent of the MDGs, notably

MDG 1 (end poverty and hunger), 2 (gender), 3 ki health), 7 (environmental
sustainability) and 8 (global partnership). Itngportant to appreciate the multiplicity
of gains of the suggested approach, of which dbeerazation of economic

development, related restructuring and changes rodystion and consumption
methods is but one. Furthermore, one needs tohsesdf-dynamic nature of the
identified growth poles and their catalytic andllspver effects, notably in terms of
income generation, enhanced technological and skiflacity, as well as lower
pressure on material/resource depletion and retasalirce pricing.

Given the lucrative economic nature of investmenthiese growth poles (in the area

of energy efficiency, for instance, annual ratesetfirn of 17 percent were flagged

earlier), it is reasonable to assume that publit @rivate capital in poor developing
countries are invested therein (the example of @mmthakti in Bangladesh is self-
explanatory in this regard). However, if additioi@ateign funds for significant up-

front investment are required, several internalios@urces of funding could be
tapped, which include:

- A large number of plurilateral, regional and kelal agreements between
developed and developing countries that includeptbgision of concessional
funding to climate-mitigation projects.

- Many of the projects in the above-mentioned glopwble areas qualify for
funding through the Clean Development Mechanisnch{sas on energy
efficiency, renewable energy and fuel switchingecBnt discussions and
decisions on expanding programmatic forms of CDMublofacilitate this
further, in particular in LDCs and other poor dewhg countries! CDM

25
26

With the exception of diesel for diesel genemtdrrequired as power backup.

It should also not go without comment that dedized renewable energy systems avoid or
drastically reduce transmission losses (often ab ks 20-40 percent in developing countries) of
conventional grid-connected systems.

Programmatic CDM allows the development of mamwléer projects as part of a larger CDM
programme under a coordinating mechanism. The progratic approach can be of special interest to
LDCs and other poor developing nations since ties@tries often have potential for smaller scattere
projects such as renewable energy. For an overgieprogrammatic CDM projects as of February
2009, see: UNCTAD, 2009b, Annex 5 and section 3.3.
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does however not yet provide funding opportunitfes conversion to
sustainable agriculture with the exception of affation and reforestatigh.

- Following its 2008 World Development Report (WbrBank, 2008), the
World Bank is stepping up its support to agricidturin particular a
smallholder-driven approach to agricultural growthat reconciles the
economic, social, and environmental functions ofcadfure.

- The European Parliament's environment commitéeseracently proposed that
half of the proceeds obtained through the auctgrfi EU emission rights
should be earmarked for an international fund gsasleveloping countries in
such mitigation projects’

- The recently created Climate Investment Funds@fWorld Bank offer a new
source of concessional funding support to mitigapoojects and transfer and
effective use of mitigation technology.

- New funding opportunities may also arise from @0 Summit decision in
London on 2April 2009 on a "substantial increase in lendingabfeast $100
billion by the Multilateral Development Banks (MDBsncluding to low
income countries, and ensure that all MDBs haveaghmopriate capital” (G
20, 2009).

- For several export-dependent developed and dewgocountries that are
main producers of energy-efficiency and renewahbkr@y equipment, such as
China, Denmark, Germany, the Republic of Korea,jrspad the US, to nhame
but a few, it would make good economic sense tanite projects on energy-
efficiency and renewable energy in poor develomogntries as that provides
lucrative export markets. Besides public fundsygite money should also be
attractable for that purpose.

28 For further detail and an elaborate discussiorfutire prospects, see: UNFCCC, 2008 and

http;//unfccc.meta-fusion.com/kongresse/090329 ABGhn/templ/ply _page.php?id
kongresssession=1635&player _mode=isdn_real.
29 Germany has already announced that it will prevathe third of the income obtained from
auctioning of emission allowances under the EurnpEmission Trading Scheme to support the
transfer and effective use of carbon-efficient teslbgies to developing countries.

For more information, see:
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/ENRONMENT/EXTCC/0,,contentMDK:
21713769~menuPK:4860081~pagePK:210058~piPK:210063ite PK:407864,00.html
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Charts for Box 1:

Index of nominal commodity prices
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Source: UNCTAD, 2009d
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Commodity price index 1960"2quarter 2008, nominal and real, 2000=100

Source: UNCTAD, 2009e: 4
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