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• 1/ Transitioning towards a green 
economy: Investing in natural 
capital
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UNEP defines a green economy as one that results…

• …in improved human well-being and social equity, while significantly 
reducing environmental risks and ecological scarcities. 

• In its simplest expression, a green economy can be thought of as 
one which is low carbon, resource efficient and socially inclusive. 

• In a green economy, growth in income and employment should be 
driven by public and private investments that reduce carbon 
emissions and pollution, enhance energy and resource efficiency, 
and prevent the loss of biodiversity and ecosystem services. 

• These investments need to be catalysed and supported by targeted 
public expenditure, policy reforms and regulation changes. The 
development path should maintain, enhance and, where 
necessary, rebuild natural capital as a critical economic asset 
and as a source of public benefits, especially for poor people 
whose livelihoods and security depend on nature.
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A green economy recognizes and invests in natural 
capital

• Natural assets such as forests, lakes, wetlands and rivers are all 
crucial elements of a green economy

• a green economy transition not only recognizes and demonstrates 
the value of natural capital – as a provider of human well-being, as a 
supplier of sustenance for poor households, as a source of new and 
decent jobs – but it also invests in and builds up this natural capital 
for sustainable economic progress

Upscaling
• Forests: tried and tested economic mechanisms and markets exist, 

which can be replicated and scaled up, including (…) payments for 
ecosystem services

• greening the water sector may focus on (…) expanding the use of 
payments for ecosystem services
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Green Economy Report -- modelling

• In the modelling of a green investment 
scenario channelling capital amounting to 
2% of global GDP (US$ 1,300 billion) to 
embark on a green economic 
transformation, one-quarter of this amount 
– 0.5% of GDP (US$ 325 billion) – is 
allocated to natural capital sectors: 
forestry, agriculture, freshwater, fisheries.
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• 2/ Recent documents explicitly 
linking green economy and PES
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Rio+20: towards the green economy and better 
governance (European Commission, Communication, 20 June 2011)

“Regulatory instruments will play an important role in 
greening the economy both nationally and internationally. 
Regulatory instruments should be combined with market- 
based instruments (such as taxes, tradable permits and 
environmental subsidies) which are flexible and cost- 
effective tools that can help achieve combined economic, 
social and environmental objectives. Fiscal reforms that 
shift tax burdens from labour to environmental impacts and 
energy can create win-win outcomes for employment and 
the environment. Cap and trade systems, such as the EU 
Emissions Trading Scheme, have proven to be effective 
markets instruments. Other effective schemes include fiscal 
incentives for SMEs, water charges, ecotaxes, and feed-in 
tariffs. Payments for ecosystem services are already being 
applied in some countries and reflected in ongoing 
negotiations on Reducing Emissions from Deforestation and 
Forest Degradation (REDD)”.
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EU biodiversity strategy to 2020 (May 2011)

• “This strategy is aimed at reversing biodiversity loss 
and speeding up the EU's transition towards a 
resource efficient and green economy”

• Payments for Ecosystem Services schemes should 
reward public and private goods from agricultural, 
forest and marine ecosystems. Incentives will be 
provided to attract private sector investment in green 
infrastructure
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EU biodiversity strategy > Target 2:  MAINTAIN AND 
RESTORE ECOSYSTEMS AND THEIR SERVICES

• Action 5: Improve knowledge of ecosystems and their 
services in the EU

• Action 6: Set priorities to restore and promote the use of 
green infrastructure
– 6b) The Commission will develop a Green Infrastructure Strategy 

by 2012 to promote the deployment of green infrastructure in the 
EU in urban and rural areas, including through incentives to 
encourage up-front investments in green infrastructure projects 
and the maintenance of ecosystem services, for example 
through better targeted use of EU funding streams and Public 
Private Partnerships.
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EU biodiversity strategy > Target 3: INCREASE THE 
CONTRIBUTION OF AGRICULTURE AND FORESTRY TO 

MAINTAINING AND ENHANCING BIODIVERSITY

• Action 11: Encourage forest holders to 
protect and enhance forest biodiversity
– 11b) Member States and the Commission will 

foster innovative mechanisms (e.g. Payments 
for Ecosystem Services) to finance the 
maintenance and restoration of ecosystem 
services provided by multifunctional forests.
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Greening the economy: Nordic experiences and 
challenges (June 2011)

“Payment for ecosystem services (PES) can be combined with 
existing natural resources regulation, and be used to engage 
private sector to undertake more environmentally friendly 
actions than the minimum regulation requires (…) There is also 
significant scope for using PES to promote private sector 
engagement in biodiversity conservation with opportunities for 
positive financial returns as well as real biodiversity benefits. 
Potential areas for this include organic farming, aquaculture, 
conservation credits or offsets of sustainable forestry or carbon 
sequestration. Another option is the creation of biodiversity 
“banks” in both terrestrial and marine/aquatic ecosystems to 
offset degradation due to land development. Compensation to 
creating, restoring, enhancing or preserving these resources 
and services could yield large benefits at low costs. In the 
Nordic countries, there is scope to improve the current 
application of PES through for instance introducing competitive 
bidding to increase cost-effectiveness or basing compensatory 
payments on the quality of the output of the activities rather 
than the activities themselves. There is also scope for 
expanding the use of PES in Nordic countries outside the EU 
CAP agri-environmental schemes, in terms of using PES as a 
“top-up” measure for instance in forestry”
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Natural Environment White Paper 
White Paper (June 2011)

• We will mainstream the value of nature across our 
society by: 

– creating a green economy, in which economic growth 
and the health of our natural resources sustain each 
other, and markets, business and Government better 
reflect the value of nature; 

• Government alone cannot create a greener economy. 
Markets that trade sustainably in natural goods and 
services are essential. More businesses should 
benefit from new market opportunities, and from 
using natural capital more sustainably in their own 
supply chains. Government and business have a 
shared interest in protecting natural capital and 
should work together. Action we are taking includes 
the following:

– We will publish an action plan to expand markets and 
schemes in which payments are made by the 
beneficiary of a natural service to the provider of that 
service.
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Green Economy: Development, environment and 
quality of life in the State of São Paulo (2009)

“PES is a promising economic 
instrument for the sustainable 
management of natural resources and 
for conservation and environmental 
restoration. Associated with the 
recognition of the fact that the 
environment provides for free a wide 
range of goods and services that are of 
direct or indirect interest of human 
beings, this instrument is applied to pay 
or reward the ones who take initiative to 
conserve, restore or expand ecosystem 
services”. 



PES: What role for a green economy?, 4-5 July 2011, United Nations, Geneva

• 3/ Opportunities for business 
engagement in PES; opportunities 
from business engagement



PES: What role for a green economy?, 4-5 July 2011, United Nations, Geneva

Business case – learning from business?

• There are numerous ways to 
turn risks into opportunities to 
enhance overall business 
performance: 
– Market differentiation
– Environmental markets (demand 

vs. supply)
– Markets for certified products
– Sustainable and continued 

sourcing
• Tools for corporate decision 

making 
• PES: Cost-effectiveness? May 2011
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Biodiversity offsets

• TEEB for business recommendation

• CBD Decision X/21
– invites Parties to identify a range of options for incorporating biodiversity into business practices that take 

into account existing developments under various forums, including (…) Business and Biodiversity Offsets 
Programme [1(c)] and Requests the Executive Secretary to encourage the development and application of 
tools and mechanisms that can further facilitate the engagement of businesses in integrating biodiversity 
concerns into their work, such as, (…) certification, verification, the valuation of biodiversity and ecosystem 
services, incentive measures, biodiversity offsets, etc. [3(c)] 

• EU Biodiversity Strategy to 2020: the potential of biodiversity offsets will be looked 
into as a way of achieving a ‘no net loss’ approach

– Action 7 (Target 2): Ensure no net loss of biodiversity and ecosystem services
• 7b) The Commission will carry out further work with a view to proposing by 2015 an 

initiative to ensure there is no net loss of ecosystems and their services (e.g. through 
compensation or offsetting schemes).

• Natural Environment White Paper (June 2011): Through reforms of the planning 
system, we will take a strategic approach to planning for nature within and across 
local areas. (…) We will establish a new, voluntary approach to biodiversity offsets 
and test our approach in pilot areas. 
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• 4/  Additional considerations
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Green Economy, as a suite of tools

• “concept that brings together a suite of policies 
to promote investment in environmentally- 
significant sectors while contributing to the 
pursuit of sustainable development and poverty 
eradication. These are derived from a range of 
economic approaches, concepts, ideas and 
principles, many of which have been articulated 
over the past twenty years”
UNEP, 2010. First Meeting of the Issue Management Group on Green Economy 23-24 March 2010, Washington.
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Enabling conditions (role of government)

• establishing sound regulatory frameworks;
• prioritizing government investment and spending 

in areas that stimulate the greening of economic 
sectors;

• limiting spending in areas that deplete natural 
capital (e.g. perverse subsidies);

• employing taxes and market-based instruments 
to shift consumer preference and promote green 
investment and innovation;

• investing in capacity building and training; and
• strengthening international governance.
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UNEP defines a green economy as one that results…

• …in improved human well-being and social equity, while 
significantly reducing environmental risks and ecological scarcities. 

• In its simplest expression, a green economy can be thought of as 
one which is low carbon, resource efficient and socially inclusive. 

• In a green economy, growth in income and employment should be 
driven by public and private investments that reduce carbon 
emissions and pollution, enhance energy and resource efficiency, 
and prevent the loss of biodiversity and ecosystem services. 

• These investments need to be catalysed and supported by targeted 
public expenditure, policy reforms and regulation changes. The 
development path should maintain, enhance and, where necessary, 
rebuild natural capital as a critical economic asset and as a source 
of public benefits, especially for poor people whose livelihoods 
and security depend on nature.

Rio+20: Green economy in the context of sustainable 
development and poverty eradication
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“A” green economy

• A green economy seeks to correct the systemic market and 
institutional shortcomings of the prevailing development model and 
thereby make economies a more effective tool for achieving 
sustainable development. A green economy consists of a range of 
public policy approaches (e.g., expenditures, taxes, regulations, 
institutional reforms) and private sector actions that fix market and 
institutional failures. Which approaches and actions are most 
suitable will vary between nations, depending on their current 
stage of economic development, natural resource base, human 
and social capital and other conditions. 

• Where sustainable development is the destination, green 
economy offers a pathway.

Background, “Thematic Debate on the Green Economy: A Pathway to Sustainable Development”, 2 June 2011 
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