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This briefing summarises projected growth patterns of the Global Green Economy, which in turn provides a case for businesses to invest in the emerging green industry which is predicted to be a dominant economic force. This paper does not focus on the pragmatic details of “greening an individual business” but rather provides an overview of the Green Economy as a whole entity. 
What is the Green Economy?
The greening of an economy is defined by the Greening Economy Initiative (GEI)
 as the process of reconfiguring businesses and infrastructure to deliver better returns on natural, human and economic capital investments, while at the same time reducing greenhouse gas emissions, extracting and using fewer natural resources, creating less waste and reducing social disparities
.
The Green Economy can thus be termed as the end product of the implementation of this reconfiguring process. The greening process therefore inevitably leads to growth in existing industries; innovation and development of sustainable technology; and a subsequent increase in investment opportunities, job creation and future prosperity. 
Growth in the UK

The First Quarter 2010 – Clean Energy Growth update

A report by the Cleantech Group
 announced that there was a sign of a rebound for green technology, with global investors pouring $1.9 billion into green tech startups in the first three months of the year.  This is up 29 percent from the fourth quarter of 2009 and an 83 percent rise from the year-ago quarter. Further, that while venture capital investment in clean tech firms fell 33 percent last year to $5.64bn (£3.76bn), the sector fared better than many other industries and has overtaken biotech and IT as the largest venture capital investment categories.

Equally, energy efficiency companies continued to attract investors, with lighting startups making some of the biggest deals of the $217 million invested in the first quarter. In North America in particular, the share of green tech deals in 2009 fell to 62 percent from 72 percent, but in the first quarter of 2010, the region’s 81 percent of investments in green tech, has seen an increase of 133 percent from the year-ago quarter
.

Elsewhere estimates for global investment in clean technology, show that they are predicted to rise 35 per cent this year, this is despite ongoing uncertainty over climate change policy in the US and EU, according to a report published by research firm Datamonitor.
 The Datamonitor report, entitled Challenges and opportunities for energy utility companies’ post-Copenhagen, predicts clean tech investment will bounce back strongly this year, led by the wind energy sector, which has received a major boost from government-backed economic stimulus packages.

A similar prediction by analysts at Bloomberg New Energy Finance shows that renewable energy investment may rise by 23 percent this year as governments’ plan to spend stimulus funds on wind turbines and solar panels in the U.S and Europe.  This would lead to a spending rise of between $175 billion and $200 billion this year from $162 billion in 2009, in what they describe as a “renewables boom”.
 The lack of a binding agreement by the world leaders at Copenhagen in December 2009 is not viewed as a deterrent to investment and growth which is moving ahead.
  As such governments in the US, China, Europe have earmarked $184 billion to be spent through to 2011 on clean energy projects.
Growth in clean energy is now closely monitored and benchmarked in terms of expansion and sizeable rates particularly among the leading G20 economies. The most recent G20 Clean Energy Fact Book report published in March indicates that China has, owing to its ambitious targets in wind, biomass and solar energy earned top place in the rank for overall clean energy and investment, ousting the US from the top position in 2009.
  China’s lead is fueled by initiatives such as the development of an estimated $65 billion of wind-power plants this year that lets utilities reduce their reliance on fossil fuels
. 
Other key facts from the G20 Clean Energy Fact Book include: 
· In 2009, $162 billion was invested in clean energy around the world. 
· Clean energy investments are forecast to grow by 25 percent to $200 billion in 2010.

· Clean energy investments in the G-20 averaged a robust $32 billion in each of the last three quarters of 2009. 

The UK’s progress is equally remarkable with nearly 10 percent of G-20’s clean energy investment in 2009 occurring in the UK, earning it third place.
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 The Pew Charitable Trusts, “Who is winning the clean energy race? Growth, Competition and Opportunity in the world’s largest economies, G20 Clean Energy Fact Book” March 2010.
Source: March 2010, Pew Research Center, The Clean Energy Economy

Future projections of investment growth 
According to research, investment growth in clean energy in the last five years rose approximately 230 percent
. Although the financial downturn did slow growth it did not derail progressive growth
. These findings clearly demonstrate that the green economy represents an autonomous market which is becoming increasing independent of other market influences. Other important contributory factors include; the ongoing priority for energy security, reduction of global warming pollution and creation of jobs, add to the necessity for growth in global investments in the clean energy sector. In correlation to previous years, growth is estimated to reach 25 percent a record of $200 billion in 2010
.

Analysts at Bloomberg New Energy Finance warn however that despite these projections and, notwithstanding an expected annual global expenditure on renewable energy jump from $90bn (£59bn) last year to $150bn by 2020,  there is a need for an increase by up to a third more, if the world is to avoid dangerous levels of climate change
.  The analysts suggest further that investment in renewable power sources must rise to $230 billion by the end of 2020 in order to enable governments to meet their goal of cutting green house gas emissions.  The current projections for procurement expenditure are estimated at $200 billion by 2030 but it is important for procurement rise to $500 billion by 2030 to meet the carbon emissions per head
.
In terms of growth for individual businesses, there is unequivocal evidence of explosive potential in the green sphere. In February 2010, the World Business Council for Sustainable Development launched a report entitled: The Vision 2050 Report.  The report outlines the potential magnitude for business opportunities in the engagement and the enabling of societies to become more sustainable.  The 2050 report includes research analysis by PricewaterhouseCoopers which details the potential opportunities for economic growth if the 2050 vision were to be achieved.  These achievements would include:

· The estimate for the sustainability related global business opportunities in natural resources (including energy, forestry, agriculture and food, water and metals) and health and education could build up steadily to around US3 – 10 trillion annually in 2050 at constant 2008 prices, or around 1.5 – 4.5% of the world GDP at that time. 

· By 2020 the figure could be around US $ 0.5 – 1.5 trillion per annum at constant 2008 prices (assuming a broadly linear build up of these opportunities over time as a share of GDP).  
The UK’s response

Legislative framework and strategy
On December 1st 2008 the UK passed the Climate Change Act. It is notable that the UK government was the first in the world to introduce a legally binding act to deal with the effects of climate change.  The Act outlines the UK’s intention to reduce carbon emissions by 26% by 2030 and total green house emissions by 80% by 2050.
Effective implementation of the Climate Change Act should result in greater energy efficiency from an increase in the amount of energy generated from natural resources.  The use of renewable energy in generating electricity, heat and powering transport systems is set to increase from 1% to 15% by 2020. In order to achieve this goal the UK Government has introduced various strategies:
· The UK’s Renewable Energy Strategy (RES) was launched in July 2009 establishing a framework to meet this target. The economic benefits include business opportunities from carbon saving initiatives, development of innovative business technology notwithstanding, a proliferation from other sectors such as gas imports.

· A detailed plan low carbon agenda is outlined in the UK Low Carbon Transition Plan published in 2009 by the Department of Energy and Climate Change (DECC). According to the plan the UK will meet the 34% cut in emissions on 1990 levels by 2020. Notably, the report states that the UK has already reduced emissions by 21% and is described as “the most systematic response to climate change of any major developed economy”.
 
· The low carbon transition plan establishes that considerable opportunities exist for businesses that take part in the £3 trillion carbon market, which is also predicted to employ approximately 1 million people in the UK by 2015.  Further measures for the implementation of the Climate Change Act include a Renewable Obligation, promoting energy efficiency and climate change adaptations.  The government expects that the transition plan and economic stimulus will boost business opportunities and help sustain and expand the jobs market in the low carbon sector.

· In a similar context, the Department for Business Innovation and Skills in collaboration with DECC, launched the UK Low Carbon Industrial Strategy in July 2009 with the core objective of ensuring that British businesses and workers are equipped to maximise the economic opportunities and minimise the costs of the transition to a low carbon economy
. 
A significant development of the UK’s government commitment and backing of growth for the green economy was seen in the budget speech on 24 March 2010, when the Lord Chancellor, Alistair Darling, unveiled plans for the creation of a £2bn Green Investment Bank. The bank will provide credit, capita and guarantees to companies, groups and other initiatives for the active promulgation of a low carbon economy and measures to support offshore wind energy.
 The Green bank has received broad support from all the major political parties which is of particular relevance in view of upcoming elections scheduled to take place in May 2010. The consensus by all major political parties also signifies a unique common ground on spending budgets for renewable energy and the modernising of UK’s energy infrastructure.  The UK is not alone in setting up this type of bank as the European Investment Bank, KfW in Germany, Caisse Depots in France, are examples of successful institutions of which the UK Green bank can be modelled.
The global spread of green shoots
The economic downturn has played an unexpected role in maintaining a global impetus growth in the green economy deriving from an increase in investments by government funds allocated from stimulus packages, towards the green industry.  In 2009, HSBC Global prepared a report aptly entitled: A climate for Recovery, The Colour of Stimulus goes Green
 which provides a comprehensive breakdown of this investment drive.

According to the report, China and the US have dominated the landscape in terms of size of funds allocated to the green economy.  China’s stimulus package in 2008 totalled USD 564bn with 221bn earmarked for the green industry representing 40% of the total investment.  The US green stimulus totalled USD 112bn which represents 12% of the overall stimulus of amount. Another high level of green stimulus was noted in South Korea, with a plan to invest around 80% of its stimulus package into the green fund, a total of USD 30.7bn.  

The EU countries have in total allocated USD 54bn to climate relevant investment themes. These include countries such as Germany, whose green fund stands at USD 13.8bn at 13.4% and France’s green fund at USD 7.1bn at 21.2%.of the overall stimulus. The UK government’s allocation of 7% of its USD 30bn overall stimulus to the green fund represents a lower percentage than most of the countries featured in the report. In total, on global terms, an estimated USD 435bn of green funds has been allocated as part of the economic stimulus plans by various governments
.  

Other translated results
The green job market has seen a rapid expansion with substantial increases as the demand for human capita within the green economy grows.  Tomorrow’s Company’s
 recent report on talent highlights the rise in the number of green jobs with estimates suggesting that projected investments in renewable energy, would translate into at least 20 million additional jobs globally, by 2030. 

In America the implementation of the climate and energy legislation is projected to generate as many as 150,000 jobs in its auto sector by 2020. A report published in March 2010, entitled Driving Growth - how clean cars and climate policy can create jobs
, explains that the move to make vehicles more fuel economy will lead to a more labour intensive production model which will result in higher employment levels. 

The green industry is also expected to see an increase in partnerships in innovation as companies strive to achieve cleaner energy.  A recent partnership between Ford and Microsoft
 is one example of this trend.  The partnership allows Ford to implement Microsoft’s Hohm smart meter, which will let its electric car customers know when it is cheapest for them to recharge their vehicles. At the same time, the software will help utility companies manage the added demands of electric vehicles on the electrical grid.

	For Joe Public, going green is a sign of the times; this is according to a recent article published in the recent edition of the Journal of Personality and Social Psychology. The research shows that shoppers are choosing hybrid cars, green washing up liquid and energy-saving devices over cheaper alternatives, partly as a way to improve their social status
.


Is Green the New Black?
The fact that growth in the green economy achieves simultaneous social and environmental justice, only adds to the long term value of this economic model and also additionally to the businesses involved. The uncertainty of the planet’s survival brought about by the effects of climate change requires radical solutions that cannot be gained without a concerted commitment to equitable solutions.  This briefing paper has provided a general analysis of the projection and potential for phenomenal growth within the green economy. It clearly demonstrates that the debate on “greening” has shifted from scepticism, to conviction and compliance and more importantly, on to tangible economic benefits.  That, green is the new black is a fact, every business should know.
Further Reading
Low Carbon & Environmental Goods & Services on industry analysis.
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The Pew Charitable Trusts, available: http://www.pewtrusts.org/our_work_report_detail.aspx?id=57969
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http://www.wbcsd.org/Plugins/DocSearch/details.asp?DocTypeId=33&ObjectId=Mzc0MDE
The UK low Carbon Transition Plan: National Strategy for Climate & Energy 15 July 2009, available: 
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Key Facts of growth in the UK Green Economy 2007 - 2009:


The value of the UK Low carbon and environmental goods and services sector (LCEGs) was £106.5 billion in 2007/8. 


This comprised of: the environmental sector which accounted for £22.3 billion (21%), renewable energy for £31.1 billion (29%), and the emerging low carbon sector £53.3 billion (50%). 


In 2008/9 the LCEGs market value is estimated to have risen to £112 billion. 





This represents an increase of over £5bn on previously published estimates in 2007/08 and an annual increase of 4.3% (£4.7bn) on revised figures. 





In 2008/9 the low carbon sector represented just over half of all market value (£56bn), with renewable energy 29% (£33bn) and environmental 20% (£23bn). 


Innovas (March 2010) Update for 2008/2009, Berr Report
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� Available at: � HYPERLINK "http://www.unep.org/greeneconomy/AboutGEI/tabid/1370/language/en-US/Default.aspx" �http://www.unep.org/greeneconomy/AboutGEI/tabid/1370/language/en-US/Default.aspx� (accessed 1 March 2010)


� Low Carbon & Environmental Goods & Services on industry analysis update for 2008/2009, Innovas Solutions, March 2010. 
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� Available at: http://www.businessweek.com/news/2010-03-17/renewable-energy-investment-may-reach-200-billion-in-2010.html


� Deutsche Bank AG Vice Chairman Caio Koch-Weser reported announcement available at: http://www.businessweek.com/news/2010-03-22/wind-energy-investment-of-65-billion-may-curb-carbon-update1-.html


� The Pew Charitable Trusts, “Who is winning the clean energy race? Growth, Competition and Opportunity in the world’s largest economies, G20 Clean Energy Fact Book” March 2010.


� Jeremy L., Morales A., (2010) “Wind Energy Investment of $65 Billion may curb carbon”, http://www.businessweek.com/news/2010-03-22/wind-energy-investment-of-65-billion-may-curb-carbon-update1-.html
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� Ibid.


� The Vision 2050 Report, The New Agenda for Business, World Business Council for Sustainable Development, 4 February 2010, available at: http://www.wbcsd.org/Plugins/DocSearch/details.asp?DocTypeId=33&ObjectId=Mzc0MDE


� Available at: http://www.decc.gov.uk/en/content/cms/publications/lc_trans_plan/lc_trans_plan.aspx


� Available at: http://www.bis.gov.uk/files/file52002.pdf


� Available at: http://www.guardian.co.uk/uk/2010/mar/24/budget-green-investment-bank


� A Climate for Recovery, The Colour for Stimulus goes Green, HSBC Global Report, 25 February 2009.


� Ibid


� Tomorrow’s Global Talent (A new talent agenda for the UK), Tomorrow’s Company, February 2010.


� Report prepared for the Natural Resources Defence Council, United Auto Workers and the Center for American Progress, Driving Growth - how clean cars and climate policy can create jobs, published on 16 March 2010.  Available at: http://www.uaw.org/news/pdf/Driving%20Growth%20Paper_CAP_NRDC_UAW_Mar2010_FINAL.pdf
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