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4. The eco-eco debate

a. Ecological policies for better economic 
performance

”Opponents of strong environmental measures 
have time and again presented the argument that 
such policies would spell economic doom. Time 
and again, however, they have been shown to 
be wrong. On the contrary, three key truths are 
emerging:
•	Economic activity and employment depend 
in fundamental ways on avoiding continued re-
source depletion and safeguarding ecosystems 
and ecological services.
•	If action on urgent environmental problems, es-
pecially countering climate change, is not taken, 
many jobs could be lost to resource depletion, 
biodiversity loss, increasing disasters, and other 
disruptions.
•	On the other hand, environmental policies not 
only protect existing jobs against these threats, 
but also stimulate new businesses and job crea-
tion.” (UNEP, 2008: 86)

b. The economic rationale for Green growth 
and employment policies

In general economists prefer market signals (like 
taxes or prices on carbon) over standards and 
regulation. Such signals allow for the efficient 
allocation of labour, goods and services within 
market-based solutions. It is important to sig-
nal long-term frameworks to show what and how 
investments and risk taken at firm-level make 
sense.
For the broader macro-economic context Aghion 
& Howitt (2005: 35f) offer some valuable guid-
ance: Recessions are bad for innovation, because 
short-term survival considerations prevail over 
long-term R&D funding. Policy should aim at 
keeping recessions short. The lower the financial 
development, the less likely it is to get credit to 
innovate.
Countries with lesser financial development bear 
higher yields for countercyclical intervention to 
firms.
Countercyclical public investments are highly 
growth-enhancing at low levels of financial de-
velopment; coefficients for social security are in-
significant.
A higher degree of product or labour market lib-
eralization increases the positive growth impact 
of countercyclical budgetary policy. A plausible 
explanation for such complementarity is that 

government support during a recession, is use-
ful only to the extent that it helps firms maintain 
long-term innovative investments aimed at en-
tering a new market or a new activity or at im-
proving management methods
Besides general concerns and assumptions (un-
der which most economists seem to prefer eco-
taxation and prices on externalities) the current 
financial crisis is about healing two problems: a) 
making banks give credit (soon) and b) putting 
money into the economy quickly (Keynes).
A traditional Green approach would probably ad-
dress mainly the b) option, e.g. through a Green 
New Deal that channels investment into green in-
frastructure and industries.
It would also be worthwhile to consider how eco-
logical considerations could be implemented for 
problem a). Is it possible e.g. to tie bail-outs to 
stronger sustainability concerns for future lending 
and operations? Is it possible to bail-out particu-
lar securities and toxic assets that securitise(d) 
specific environmental concerns? Is it possible 
to tie bank guarantees to sustainable lending? Is 
it possible to secure further sustainable lending 
straight away (as is done in many countries e.g. 
for loan-programmes to install solar panels, en-
ergy-efficient buildings – or in student finance)?

c. Eco taxation

One of the earlier protagonists of the idea of eco-
taxes is David Pearce (1991) who suggested al-
ready in 1991 that environmental taxation could 
lead to a “double dividend”, as they would not 
only produce improvements in the environment, 
but also generate substantial amounts of revenue 
(OECD, 2004a: 45).
OECD (2004a: 46f): “In practise, environmental 
taxes can help reduce rather than entirely replace 
other taxes. This means that the interaction be-
tween environmentally related taxes and other 
taxes has to be considered”
”Goulder (1995) made a distinction between a 
“weak double dividend” and a “strong double divi-
dend” hypothesis. The weak double dividend thesis 
simply says that it is better to recycle the revenues 
from environmentally related taxes through re-
duced rates in distortionary taxes than through 
lump-sum payments to citizens. Most economic 
analysts agree on this. The strong double dividend 
thesis, which is much more disputed, says that re-
placing some existing taxes with environmental 
taxes will reduce the distortionary costs of rais-
ing a given revenue level. Concerning an “employ-
ment dividend”, the strong double dividend thesis 
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would imply that replacing some existing taxes 
with environmental taxes _ in a way so that net 
public revenues remain unchanged _ would lead 
to a net increase in overall employment.”
“If capital were inelastically supplied _ meaning 
that capital supply does not vary with the return 
on capital _ and capital incomes were currently 
taxed at less than 100%, and if the production of 
energy was particularly capital-intensive, a tax on 
energy could be seen as partly a tax on capital. In 
this case the imposition of an energy tax, which 
was used to finance a cut in labour taxes, shifts 
the burden of taxation away from labour and to-
wards capital, thus potentially creating a strong 
double dividend.
If, however, capital is rather elastically supplied, 
perhaps because of the ease of moving it to
countries with lower taxes on capital, an environ-
mental tax reform could cause a considerable in-
crease in the distortionary cost _ in the form of 
capital moving abroad. In this case the  benefits of 
the shift in terms of increased employment would 
be smaller. The desirable level of environmental 
taxation thus depends crucially on the elasticity 
of capital supply and the current rates of capital 
taxation. “
OECD (2004a: 57) “A double dividend can be re-
inforced with the introduction of new, less en-
ergy-intensive technologies. Moreover, the 
employment increase can be greater when pay-
roll tax reductions are concentrated on unskilled 
workers. This impact on taxation can readily be 
extended to the case of tradable permits, when 
these are distributed by auction, provided all the 
revenue from these permits is redistributed in 
the form of reductions in the cost of labour.“
“These “optimistic” outcomes for the employ-
ment dividend must be treated with caution, for 
they are conditional on two mechanisms: the 
possibility of lowering labour costs, on one hand, 
and the elasticity of demand for labour on the 
other. The first point is disputed in literature on 
the labour market, and especially in wage negoti-
ation models. Moreover, the Phillips curve, which 
determines wage growth in most econometric 
models, casts doubt on the possibility of a long-
term reduction, which would render the second 
dividend temporary in all cases.“
OECD (2004a: 58f): “Several studies have looked 
at impacts for European countries of implement-
ing the Kyoto Protocol with the help of economic 
instruments (see Capros et al, 1998; Fougeyrol-
las et al, 2001; Van Regemorter, 2002). The only 
case where a robust employment dividend was 
obtained is that where tax revenues are recycled 

through a reduction in payroll taxes“
Capros and Kouvaritakis come to conclusion that 
by 2010 with fully employed Kyoto Protocol EU-15 
GDP will shrink by 0.7%-0.4% but employment 
will rise by 1.46 mio jobs or 0.4% (besides all the 
positive environmental effects)
OECD (2004a: 63): “Bach et al. (2002) compared 
the effects of the German green tax, the pro-
ceeds of which are recycled through a reduc-
tion in pension contributions (paid by employers 
and employees) using two models: PANTA RHEI 
(econometric) and LEAN (general equilibrium), 
both of them highly detailed. In the short term, 
PANTA RHEI indicated an employment increase 
of 0.1% while LEAN found an increase of 0.6%. 
With a ten-year horizon, both models indicate an 
employment increase of about 250,000 persons.“
But all this increase in employment is more 
short-run and things will stabilise in the long run. 
Variations among countries are existing, not eve-
ryone profits from the same policy.
OECD (2004a: 72f): “For Europe as a whole, the 
results suggest that among the five scenarios 
proposed, two show a net positive impact on em-
ployment: the scenario on a common European 
tax - with revenue recycling – (scenario 2), and 
the scenario with tradable permits for firms and 
taxation of households – with revenue recycling 
(scenario 5). The effect appears less transitory 
in the second scenario which seems more ap-
propriate for Europe taken as a whole, since it 
incorporates the substitution effects favouring 
employment in the first scenario with the less in-
flationary effects of tradable permits policy.”
“Findings on individual countries indicate that 
countries that have baseline emissions in 2010 
below their burden sharing commitments tend 
to achieve the best employment impacts through 
a tradable permits policy for households and 
firms, assuming that firms can reduce their costs 
by selling tradable permits, thus improving their 
competitiveness and increasing their employment 
relative to the baseline scenario. In the countries 
that have baseline emissions in 2010 above their 
burden sharing commitment, taxation with recy-
cling (Scenario 2) is found to provide the best re-
sults from an employment point of view.“
The OECD (2004a) also estimated which model 
makes most sense for the EU in the implementa-
tion of Kyoto in the first decade of 2000 (without 
incorporating the ETS) – those with emphasis on 
taxes or one with tradable permits, or a mixed 
one. The result is that “Scenario 5: Tradable per-
mits for firms, taxation of households _ with reve-
nue recycling” has the biggest employment effect 
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(mostly in production of consumption goods and 
in service-related sectors - except transports).
In general, economists prefer taxes over carbon 
caps and these would probably be also more effi-
cient in terms of carbon reduction. But for politi-
cal economy reasons, the cap-and-trade system 
was apparently easier to implement than further 
or new “taxes”.

5. Policy options for a Green New Deal

a. Spending policies in a Green New Deal

Besides the fact that probably any Green has 
ideas for how money is spent better for environ-
mental concerns, there is hardly any literature 
about green spending policies. In particular in 
the context of an economic downturn and a more 
ambitious approach such as with a Green New 
Deal it is surprising to realise that apparently 
no research and thinking has been undertaken 
to understand what kind of (green) investments 
make most sense in such a situation. While it is 
crucial that in the current economic context in-
vestment is having real and immediate impact on 
the economy, most greening measures are natu-
rally focusing on long-term effects and are often 
knowledge-driven or rely on complex technol-
ogy, i.e. will need several years of implementa-
tion. The latest policy brief by Stern et al. (2009: 
14f) however has some useful categorisations of 
spending and its “shovel-readiness”, i.e. its im-
mediate effectiveness (see table 1):
It is therefore advisable to commission further 
research on the effectiveness of green spending 
policies within counter-cyclical measures to un-
derstand better which measures offer immediate 
value. This should also help in argumentation in 
future (smaller) downturns.

b. Suggestions with positive eco-eco effects

A very helpful guide for suggestions is the 2008 
brochure “Ökologische Industriepolitik – Nach-
haltige Politik für Innovation, Wachstum und 
Beschäftigung” [Ecological industrial policy – 
sustainable policy for innovation, growth and 
employment] by the German ministry of environ-
ment (BMU, 2008).

Further recommendations with regards to spend-
ing-driven innovation policies can be drawn from 
European Commission (2007a: 46f). Such meas-
ures include funding for:

Basic research, R&D subsidies in early stage in-
novation process, Public support should be for 
broad programmes, not too narrow, R&D support 
must be stable and strong, but on temporary and 
predictable basis, Support Green venture capital 
funds as access to commercial lending is limit-
ed, but following measures can increase private 
bank lending: Provision of investment guarantees 
in order to reduce financial exposure; Provision 
of technical expertise needed in order to assess 
dossier; Prospect of valorising R&D output in 
the form of start-up creation and incubator sup-
port; Clear demonstration of public commitment. 
Facilitate networking among fragmented re-
search clusters on key developments, Subsidise 
eco-auditing (EMAS) on a company level, Train-
ing of decision-makers and raise their aware-
ness for eco-eco effects, Promote clusters as 
PPPs, Passive housing with low-interest loans, 
PV installations with investment grants, Finance 
demonstration projects, Public information and 
awareness raising for Green technologies, ener-
gy-efficient behaviour.
The OECD (2008) provides general suggestions 
for climate change adaptation. The following 
activities require further investment in coming 
years:
Coastal protection, High cost-benefit: farm-level, 
water storage, treatment, desalination, subsidise 
introduction of insurance schemes (crop fail-
ure, snow coverage, freak weather events) – the 
most extremes end of risk – this can be success-
ful over mid- and long-term when such schemes 
are made obligatory/universal (so that insurance 
makes more sense).
It should also be interesting to explore the US gov-
ernment’s activities that are part of the stimulus 
package. The funding towards specific activities 
(and amounts) can be found through Wikipedia 
(http://en.wikipedia.org/wiki/American_Recov-
ery_and_Reinvestment_Act_of_2009). However, 
it should not be forgotten that the US is way be-
hind Europe in terms of energy efficiency and not 
all measures in Europe will bring the same yield 
as in the US.

c. Phasing out negative subsidies

“Huge sums continue to flow into fossil fuel ex-
traction and conventional utility projects. Capital 
spending for just one project—tar sands extrac-
tion in Alberta, Canada—totalled $55.3 billion 
from 1999–2006, and a further $100 billion might 
be invested from 2006 to 2015.1080 The oil in-
dustry recorded revenues of $1.6 trillion dollars 
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Mitigation target

Buildings and industry
Residential energy efficiency (lofts etc.), 
either utility-driven or local-authority-driven
Energy efficiency measures
for public buildings
Boiler replacement 
programme
Lights and appliances
e.g. utility- driven
Renewable heat/ fuel switch
(e.g. solar, biomass)
Micro-generation (wind,
biomass), e.g. through feed-in system
‘Smart’ production (increase energy efficiency, monitor,
meter and regulate delivery and consumption of
energy and inputs
‘Smart’ infrastructure and buildings – increase  
energy effeciency, monitor, meter, and regulate delivery  
and consumption of energy and water
Encouraging energy R&D
(doubling percentage of GDP)
Industrial energy efficiency/ mitigation,  
e.g. combined heat and power
Power generation
Renewable energy promotion, e.g. through
accelerated planning process
Nuclear power, e.g. through accelarated
planning process
Carbon capture and storage
demonstration projects
Upgrade to ‘smart’
electricity grid
Advanced battery development
Transport
Supply-side efficiency in new cars, van and HGVs (g/km)
Switch to cleaner cars/ fleet
renewal e.g. through stronger
differentiation of vehicle excise duty
Connected urban transportation including  
road traffic mangement systems
and work patterns
Supply- side efficiency in rail
(engines, rolling stock)
Mass transit and rail freight
Car efficiency standards
Type check
Reducing emissions from deforestation
and forest degradation
Afforestion, expanding and developing
parkland, wetlands and rural ecosystems

Table1: Assessing selected proposals to combat climate change         Scores (1= worst; 3 = best)

Mixed public/private

Mixed public/private

Private with
incentives
Private with incentives

Private with incentives

Private or mixed
public/ private
Private with incentives

Mixed public/private

Mixed public/private

Private or mixed
public/ private

Private

Private

Mixed public/ private

Public with some
clawbacks via tariffs
Private with incentives

Private with incentives
Private with incentives

Mixed public/private

Private with incentives

Mixed public/private
Private with incentives
Private with incentives

Private with incentives	

3

3

3

3

3

2

2

2

2

2

2

1

1

1

1

1
3

1

1

2
1
3

3

3

3

3

3

3

3

2

3

3

3

3

3

2

3

3

3
3

3

3

2
3
2

2

Investment
approach

Timeliness
(‘shovel-ready’)

Long-term
social return
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Mitigation target

Buildings and Industry
Residential energy efficiency (lofts etc.), 
either utility-driven or local-authority-driven
Energy efficiency measures
for public buildings
Boiler replacement 
programme
Lights and appliances
e.g. Utility- driven
Renewable heat/ fuel switch
(e.g. Solar, biomass)
Micro-generation (wind,
biomass), e.g. through feed-in system
Smart’ production (increase energy efficiency, monitor,
meter and regulate delivery and consumption of
energy and imputs
Smart infrastructure and buildings – increase  
energy effeciency, monitor, meter, and regulate delivery  
and consumption of energy and water
Encouraging energy R&D
(doubling percentage of GDP)
Industrial energy efficiency/ mitigation, e.g.
combined heat and power
Power generation
Renewable energy promotion, e.g. Through
accelerated planing process
Nuclear power, e.g. Through accelarated
planning process
Carbon capture and storage
demonstration projects
Upgrade to ‘smart’
electricity grid
Advanced battery development
Transport
Supply-side efficiency in new cars, van and HGVs (g/km)
Switch to cleaner cars/ fleet
renewal e.g. Through stronger
differentiation of vehicle excise duty
Connected urban transportation including  
road traffic mangement systems
and work patterns
Supply- side efficiency in rail
(engines, rolling stock)
Mass transit and rail freight
Car efficiency standards
Type check
Reducing emissions from deforestation
and forest degradation
Afforestion, expanding and developing
parland, wetlands and rural ecosystems

2

2

2

2

2

2

3

3

3

3

3

3

2

3

3

3
2

3

3

3
3
2

3

3

3

3

3

2

2

1

2

2

2

3

3

3

3

2

3
2

2

2

3
2
3

3

3

3

3

3

3

2

1

2

1

1

1

1

1

1

1

3
3

2

2

3
2
2

2

3

3

3

3

2

1

1

1

1

3

3

3

1

3

1

3
1

1

3

1
3
3

2

Positive
‘lock-in’ 
effects

Targeting
areas with
slack

Domestic
multiplier/ job
creation

Time-
limited/
reversibility
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and profits of more than $140 billion in 2005.1081 
The problem is therefore not simply a shortage of 
capital, but more a matter of where capital is be-
ing invested and for what reasons.” (UNEP 2008: 
306)
Fossil fuels and nuclear continue to be subsi-
dised directly or indirectly in most EU member 
states. Cutting down on these expenditure should 
equally allow for a “double dividend”.

6. Issues for further research

Researchers might like to come up with clearer 
definitions of the “green collar economy”, “green 
collar jobs” or indeed the “eco-industry”.
The ASES (2008) study provides for a useful indi-
cation of what green policy-makers might like to 
have at hand to argue their case for the effective-
ness of green investments. A similar study would 
surely be of help in the European context.
Moreover, further specific policy-field scenari-
os as in European Commission (2007b: 17f) are 
of great help to discuss the varying benefits of 
measures in different fields and sectors.
Thirdly, it seems as if for the first time a wide 
debate about counter-cyclical green spending 
has taken off. Further research is needed to give 
policy instruments to decision-makers to know 
better how to act in future downturns. Identifying 
efficient and immediately effective green invest-
ments is the key here. The Stern (2009) report 
can serve as a starting point with its qualification 
of “shovel-ready” measures.

7. Relevant networks, organisations  
and initiatives

Apollo Alliance, USA, http://apolloalliance.org/
“The Apollo Alliance is a coalition of labor, busi-
ness, environmental, and community leaders 
working to catalyze a clean energy revolution 
that will put millions of Americans to work in 
a new generation of high-quality, green-collar 

jobs. Inspired by the Apollo space program, we 
promote investments in energy efficiency, clean 
power, mass transit, next-generation vehicles, 
and emerging technology, as well as in education 
and training. Working together, we will reduce 
carbon emissions and oil imports, spur domestic 
job growth, and position America to thrive in the 
21st century economy.”

Green for All, USA, http://www.greenforall.org 
Co-founded by Van Jones, its mission statement 
reads:
“Green For All is a national organization dedicat-
ed to building an inclusive green economy strong 
enough to lift people out of poverty. By advocat-
ing for local, state and federal commitment to 
job creation, job training, and entrepreneurial 
opportunities in the emerging green economy – 
especially for people from disadvantaged com-
munities – Green For All fights both poverty and 
pollution at the same time.”

8. Recommended reading

•	ASES study (2008)
It has very good and useful scenarios for the 
US. For Europe something really similar to this 
would be very helpful.
•	Institute for Energy Research, Green Jobs Fact 
or Fiction? 
http://www.instituteforenergyresearch.org/
green-jobs-fact-or-fiction/
The conservative answer to the debate about 
the viability of Green collar jobs. No surprising 
news but it has all the (ideological) counter 
arguments. Besides, it offers a useful critique of 
the four main US proposals (including the ASES 
2008).
•	Van Jones (2008)
The principle publication outlining the idea of 
a green collar economy with a lot of strategic 
thinking for new societal alliances between 
the environmental movement and other social 
actors.
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Even if several studies about Green Collar Jobs have 
emerged during the past years, there is no clear-cut defi-
nition of the term. Most comprehensive categorisations 
are naturally broad and drive up the numbers of people 
working in Green industries. Though the potential of such 
jobs is estimated differently in the literature it seems clear 
that Green economy, especially the energy efficiency sec-
tor, can create millions of new jobs in Europe. To achieve 
this aim, most economists prefer eco-taxes and price sig-
nalling like emission trading schemes over regulation and 
public spending. 

Jan Seifert’s working paper for the Green European Foun-
dation adds to the debate on a New Green Deal for Eu-
rope by giving a first overview of surveys on the potential of 
employment in the ecological sector. The meta-study em-
phasizes a need for further research in Europe as specific 
and broad-ranging organised alliances for a green collar 
economy seem to exist mainly in the USA at the moment.




