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Summary

The 2011 Asia and Pacific Round Talieosperity for the billionsin Asa and the Pacific: green

growth and poverty reduction discussed green growth, also called environmegrsaktainable
economic growth, and its influences on poverty otidn. The Round Table emphasized that poverty
reduction should continue to be the overriding esnof green growth. The Asia Pacific has often
been an exemplary region in green growth, but thereins much to do, both in the region and in the
world.

Panellists agreed that in the Asia Pacific “factofyhe world”, adaptation to energy efficiency and
cleaner production are necessary to keep imprguiaductivity and competitiveness and in turn
reduce poverty.
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Executive Summary

Introduction

The Round Table brought panellists from privatégliptand NGO sectors together and asked them
how to achieve green growth while continuing touaglpoverty. The Round Table agreed that
poverty reduction should be the overriding conagrgreen growth.

Asia and the Pacific context and green growth

Industry-led economic growth has lifted millionst @f poverty in Asia and the Pacific within a short
twenty years, as the issue paper illustrated. tndligrowth should continue to reduce the stigti
levels of poverty in the region. Panellists agréed in the Asia and the Pacific ‘factory of therlgg
adaptation to energy efficiency and cleaner pradocare necessary to keep improving productivity
and competitiveness. It is also necessary to rethgcecological deficit the region has been running
as demonstrated in the issue paper. Greener gregtiires a new paradigm that harmonises green
policies, economic growth and poverty reductiorm8at the Round Table called this tripartite
notiongreen inclusive growth.

The Asia and the Pacific region’s ability to caogt reforms signalled at the Durban Conference (28
November 2011 to 11 December 2011) will depend naraber of factors including the scaling-up of
existing green technologies in manufacturing ardriht domestic policy climate to promote green
growth. Significant internalizations of environmaintosts in the future were emphasised at Durban.
In the medium to long-term, said panellist, thegsiof resources will climb because of worldwide
demand, so companies that become efficient nowwiillout in the end.

Industrial Efficiency

Industrial efficiency is one moderate way the Roliatile contributed to the discussion leading to
Rio+20. The keynote speaker said actors of inflaereeded to encourage the separation of the idea
that helping the environment increased costs. Tike use of resources, to increase businesses’ rates
of return, will help integrate the environment wille economy. One could intervene in a country’s
eco-efficiency and therefore in an economy’s sastaility through better technologies and industrial
efficiency, as illustrated in Figure 1.
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Figure 1: Determinates of environmental sustaiitabil
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Technology Transfer

The Round Table acknowledged the importance ofnt@olgy transfer and summed it: “Innovation is
now worldwide. There is no place for splendid itiola. Technology education for the public and
national governments is in tune with plans madé@Durban Climate Change Conference to ensure



the Technology Mechanism, a decision of COP 16anddn, is operational in 2012. Within the
region, technology transfer will establish ISOs &edt practices and ensure Small and Medium-sized
Enterprises (SMESs) are informed about greener hadper technologies.

2012 The year of sustainable energy for all

One way of ensuring the very poor, those livindess than US$2 per day, are included in the
benefits of economic growth is ensuring equalitpodess to things like education, water, social
services and energy. In one panellist’'s opinioa,dbmbination of solar energy plus locally avaiabl
biomass, whether crop waste or fuel wood, creggserfect fit at the local village level”, between
being green and alleviating poverty.

Distributed energy, said one panellist, was oftgneat deal cheaper than fossil fuel-run centrdlize
energy, but government regulations about who cadumre power and how they can produce power
can be too stringent, adding costs and disincestive

A technical expert for energy acknowledged the s&ite of having a reliable, relatively large-scale
power source in addition to distributed, small-sqabwer sources. However, scaling-up of projects is
becoming especially practical now that prices &arawable energy technologies have dropped.
Greening existing fossil-fuel power sources wil@atontribute to lowering carbon emissions.



Policy

The Round Table agreed that the region must comtimsupport favourable business environments
that encourage technological improvement, competigss and efficiency. Market Based Instruments
would be least damaging to industry, so long ainational agreements ensure implementation
coincides.

One audience member questioned the role of governim@romoting green growth and the keynote
speaker replied giving away green incentives osislising people directly was “not a good way to
actually promote social equity because ...then tlopleehave less incentive to work. [...instead some
are promoting the provision of] equal opportuniiiestead of equalized outcomes” Another panellist
added that, “intelligent State intervention carateghe right externalities to drive inclusive gthwas
well as green growth”, supporting all three pillafsustainable development.

One panellist suggested government could provideight incentives for job creation by promoting
agriculture and industrial processing or by buiggimills, and organizing space into economic zones.
In doing so, Least Developed Countries can create jobs for farmers and in time, encourage
people to move and work in factories or industziahes, lifting their incomes.

One of the reasons, a keynote speaker said, ip¢glogle regard the environment as a free good, and
pricing mechanisms do not reflect real or environtakcosts. A foreseeable result of environmental
cost internalization would be the reduction of eorimental damage.

It would be in the interests of both sectors toriowe water and energy efficiency. As with any
consumption-based price increase though, blankeg-prternalization could have a disproportionate
impact on the poor.

The issue paper suggested that governments nezbteddge the gap between long-term social
benefit and short-term commercial benefit in ortdgpromote the active participation of the private
sector in the area of environmental R&D.

Additionally, some on the panel argued governmeatsd reduce or eliminate some environmentally
harmful subsidies. In this case, removing suchidigssand/or the implementation of environmental
taxes can yield both economic and environmentagfitsn“Prices are quite low because of subsidies,
the result being people over-use the resourceeduawe to make the price right—finally removing
those double failures”



Introduction

The Asia and the Pacific Round Table, a side-ewktite Fourteenth Session of the United Nations
Industrial Development Organization’s (UNIDOs) Gexle€Conference, took place on 29 November
2011 at the Vienna International Centre. Panelfisis private, public and NGO sectors met to
discuss how to achieve Prosperity for the billionésia and the Pacific with the twin aims of Green
growth and Poverty reduction.

UNIDO decided to make this the focal point of th@adand the Pacific Regional Round Table in the
belief that the region could offer examples of greelustry in action, while the large numbers of
poor in the region demand poverty reduction throegbnomic growth and productive work. Green
growth is the way forward, but the contributiontbe way to Rio+20 is that poverty reduction should
continue to be the overriding aim of green indaditzation.

This report conveys the results of the discussimugagreen industrialization and poverty. The first
part draws on the issue paper and the Asia Paxdfitext. The second part presents the international
deliberations around sustainable economic growhie. third section, including parts Ill, IV and V,
outlines various strategies of green inclusive ghosiscussed at the Round Table including industria
efficiency, technology transfer and education al agesustainable energy for all in 2012. The last
part of the report presents various views on tHigypdiscussion of green inclusive growth.

I. Asia and the Pacific: Poverty Reduction and Grégowth

The Round Table affirmed that industrializatiomisignificant way in which we can reduce poverty
can be reduced and maintain the quality of lifetifigr planet’s seven billion people. Industry-led
economic growth has lifted millions out of poveiyAsia and the Pacific within a short twenty years
as the issue paper illustrated (see Figure 2)aétitre business environment has enabled rapid
economic growth and influxes of Foreign Direct Istvaent (FDI) in Asia and the Pacific The
challenge for the future is to maintain the samelkeof industrial growth while mitigating
environmental impact. As the issue paper outlitieel yegion requires a new growth paradigm that
harmonises green growth and poverty reduction.Rdwnd Table called this dual notigreen

inclusive growth.



Poverty headcount ratio at US$2 a day (1990s, 2000s)
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Figure 2: Poverty headcount ratio at less than Ug&$2lay — comparison of the 1990s and 2b00s

The region is home to two-thirds of a billion pemptho live on less that US$2 per day. In this large
and diverse region, the distribution of povertye(3able 2) as well as the distribution of energy an
water is uneven across the region.

1 Source: All figures are adapted from the IssygePgiven at the conference: Hyun-Hoon Lee,
“Towards Green Growth in Asia and the Pacific: &s®aper presented at the Asia and Pacific Round
Table”, UNIDO 14th Annual General Conference, Nobem29, (Vienna, 2011)
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Table 2: Poverty rate in Asia and the Pacific bly-segion?

Sub-Region Percentage of people living in extremeepty
(less than US$1.25 per day)

South and South-West Asia 36%

South- East Asia 21%

East and North-East Asia 13%

North and Central Asia 8.2%

Table 3: Asia and the Pacific and poverty, 2005

Global Population

7,000,000,000

Global Poor

1,200,000,000

Total Population in Asia and the Pacific

3,818,420, (East Asia and the Pacific and Soulf
Asia combined)

Number of countries in Asia and the Pacific

43

Total poor in the Asia-Pacific

911,790,000 (Easipfend the Pacific and South
Asia combined

Population of LDC states in the Asia-Pacifig

1,489,772

The Manila Declaration on Green Industry in Asieognized that in Asia there are 1.5 billion people

without access to basic sanitation, 700 milliorhwitt access to safe drinking water, 800 million
without access to electricity and 1.7 billion peoplying on traditional biomass.

In the Asia and the Pacific region, the overwhebpmeed to alleviate poverty is tempered by the
knowledge that the region contains comparably fewsources, especially arable land (Figure 2).

The region has been running an “ecological defict’the last few decades. That is, the region uses

more resources, such as water and arable landittbam sustain (Figure 3). The Round Table agreed

that that failure to act would damage prospect&fmnomic growth in the future.

2 United Nations Social Economic and Social Commission for Asia and the Pacific (UNESCAP) Statistical
Yearbook for Asia and the Pacific 2011 ‘Poverty and Inequality’ (UNESCAP 2010)
http://www.unescap.org/stat/data/syb2011/I-Peopledme-poverty-and-inequality.asp

% Source: World Bank http://data.worldbank.org/topic/poverty

# United Nations Industrial Development Organization (UNIDO), Manila Declaration on Green Industry in Asia (2009), 1
http://www.unido.org/fileadmin/user _media/Servic®8séen Industry/Manila declaration.pdf




Per capita Ecological Deficit (2010)
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Figure 3: per capita ecological deficit 2010 in@and the Pacific

Rapid economic growth has placed enormous pressutiee ecological carrying capacity of the
region. However, the issue paper and the RoundeTadreed the region still required fast economic
growth for the many people in the region still tigibelow the global poverty line.

Therefore the region needs to embrace the new iganaaf environmentally sustainable inclusive
economic growth or Green Growth (Figure 3).
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Figure 4: Two approaches to growth need to be fmeslistainable
development: Green Inclusive Growth

Green Growth, as a policy instrument, hopes ta;dineile tensions between efforts to achieve two of
the Millennium Development Goals, namely, povesgsiuction and environmental sustainability”.

...the traditional paths to economic growth will eteally lead everyone back to poverty — Edward
Clarence Smith, UNIDO

Kandeh Yumkella, Director General of UNIDO, emphasdi that Green Industry must continue to
create jobs necessary for the prosperity of thédioyouth. Yumkella also said that innovation was
coming from the Asia and Pacific Region already tmetefore the discussions at the Round Table
about how to grow green and inclusively are impdrfar global discussions.

For one audience member, ‘prosperity for the yout#s a salutary point. He agreed that green
growth is important to the Asia and the Pacific Ragbut argued that the speed of implementation
will vary. For them the urgency was to lift theredard of living for the very poor first: to providiee
necessities to their people. Indeed, in some LBECsopnflict-affected zones, there was little to no

® Lewis Akenji & UNESCAP “Asia Pacific Outlook on Sustainable Consumption and
Production policies: Background Paper for the 10th Annual Asia Pacific Roundtable for
Sustainable production and Consumption, November 9-11 (UNESCAP, Yogyjakarta:
2011), 7. Available at: http://www.thel0thaprscp.com/10thAPRSCPBackgroupePz5CP-
OUTLOOK-ASIA-PACIFIC.pdf
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industry to speak of that could be made greenertHad reason, the region had to accept that ne one
size fits all policy could be applied.

Green growth is for middle-income countries. In poauntries, income must rise first — Mohammad
Yaar, Director-General of Economic Affairs, Afghsiain

UNEP has recently argued in their report, ‘Towaadgeen economy’, that in the same way that

green economy can be profitable, that it can alppart LDC economies. Green economy, they argue,
is not a “luxury only wealthy economies can affofdne panellist also mentioned that rising energy
and resource costs meant that economies in Asi¢handacific made green growth the cheaper
option.

[I. International context of green inclusive growth

Discussions of green and inclusive growth haveng lmontext within Sustainable Development but
the neologism ‘Green Growth’. The Round Table agegrgrowth and poverty reduction came at an
important juncture, as 2012 will see deliberatiahthe Sustainable Development Conference in Rio
de Janeiro, Brazil, also known as Rio+20 or thetEGummit.

Rio+20 comes 20 years after the 1992 United Natisamework Convention on Climate Change
(UNFCCC). The convention stated that in order tluoe harm to the environment and raise the
standard of living for many, economic growth muestuce poverty. However, this economic growth
has to be greener and resource efficient wheratpesaviany governments of developing countries
see the economic burden of such demands as unfair.

At the 2009 Climate Change Conference in Copenhatgreloping countries found negotiations for
the Copenhagen accord needed to be more transpaickthis delayed support of the Accord until
2010.

Many in the Asia and the Pacific region have eméxagreen growth in domestic economic policy as
a way out of this conundrum and ‘green growth’ asacept has moved into the mainstream from
environmental economics. At the 2009 Manila Confeeg many countries in the Asia and Pacific
Region agreed to a broad-based programme with whahwould green existing industries and
create green industrigsand this Round Table highlighted the twin aspetigreen industries.
Greening industry and creating green industriesbeaachieved by supporting cleaner production,
creating green industries through research andaf@vent and an environment conducive to
business, renewable energy in domestic and indusse Regional cooperation and so on. UNIDOs
previous round of discussions at the 2009 AsiaRemdfic Round Table held in Vienna, asked “Is
green industry the next engine of growth in Asid #re Pacific?” and discussed goal-setting,

5 United Nations Environment Programme (UNEP) “Towards a Green Economy: Introduction - Setting the
stage for a green environment transition, (UNEP: 2011), 16. Available at:
http://www.unep.org/greeneconomy/Portals/88/docuirskyer/ger_final_dec_2011/1.0-

Introduction.pdf

" FCCC/INFORMAL/84 GE.05-62220 (E) 200705, (UNFCCQ®92) available at
http://unfccc.int/resource/docs/convkp/conveng.pdf

® The Manila Green Industry Declaration was agreetendorsed by 21 Asian developing countries
(Afghanistan, Bangladesh, Bhutan, Cambodia, Cliijg,ndia, Indonesia, Lao PDR, Malaysia,
Maldives, Mongolia, Myanmar, Nepal, Pakistan, Rigihes, Republic of Korea, Sri Lanka, Thailand,
Timor-Leste and Viet Nam)), the United Nations Istlial Development Organization (UNIDO), the
United Nations Environment Programme (UNEP), therteenic and Social Commission for Asia and
the Pacific (ESCAP) and the International Labougddization (ILO).
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subsidies, trade caps and tariffs in following @ 2009 Manila conference. The 2011 Asia and
Pacific Round Table confirmed that although sigriatohad made progress on these topics since the
two meetings, more agreement was needed on apgi@pilicy approaches.

Tokyo Green Industry Conference participants regzbthat green industry now has the technology
available to create economic, environmental anéhkbenefits. The November 2011 conference
displayed green technologies in an associatedesiglet and many were impressed. Mr Leuenberger,
head of UNIDOs Environmental Management Branch, S#he only thing that remains to be done
now is scale the projects up”, and, that this malt necessarily require more money, but rather a
reorientation of existing funds.

Events at the 2011 Durban Conference (28 Novembikt 2 11 December 2011) highlighted the
leading role of the Asia and the Pacific regiofniternational environment policy discussions.
Despite continuing debates over developed couhtristorical responsibility for climate change and
the need for growth, emerging economies indicdted tillingness to talk about a new climate
change treaty after Kyoto. The Asia and Pacificaeg ability to carry out reforms signalled at
Durban will depend on a number of factors including scaling-up of existing green technologies in
manufacturing and the right domestic policy clim@teromote green growth.

The two main themes of Rio+20 will be the Greenrieeny and the Institutional Framework for
Sustainable Development. Regarding green econdraykdynote speaker at the Round Table
suggested policy makers might move towards newdveonks other than GDP for measuring wealth
that include environment and pollution in theiratdations.

[ll. Resource efficient industry

One panellist from the private sector told the Rbiiable that water and energy efficiency can
improve a business’s bottom line and this is ong the Round Table can contribute to the discussion
leading to Rio+20. The keynote speaker said tleat@imcept of green industry needs to be
disassociated from the idea that it decreasestabdlity. The environment and the economy need
integrated in order to replace the belief, “thatistment in the environment is a sunken cost and a
burden on the economy and businesses”. Ratheg tssources wisely can increase a business’ rate
of return.

The issue paper explored how industrial efficieoay be green, profitable and good for the business.
These are the key principles of green growth. Ggrewth hopes to reduce the overall impact of
industry on the environment, which is necessaryterpeople of Asia and the Pacific to have a
healthy and prosperous future. Industry efficietiopugh better technology was established as one
way to intervene in a country’s eco-efficiency @hdrefore in an economy’s sustainability (see
Figure 5).

13
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At the Round Table, a clothing manufacturer in Badgsh reported how water and energy efficiency
have tangible and intangible benefits. Tangibias been good for profits. Improving lighting,
heating and cooling, and using energy efficientimrees save entrepreneur’s money that they can
reinvest in expansion thus creating more jobs.

Our initiative was not the sustainable initiatiitevas a survival initiative — K.M. Reyaul Hasanat,
CEQ, Viyallatex Group

Lao PDR companies have been capitalizing on thetipeh benefits of efficient industry. One
innovative private company has been using by-prisdiuom a cassava flour manufacturer to supply
energy to the producer’s factory. The intangibleddiés include green branding: customers
increasingly purchase their products based on pridgyreen reputation. One private-sector panellist
said, being an environment-friendly company, “...givee a marketing edge”.

In the medium to long-term, said one panellist,ghiees of resources will climb because of global
demand, so companies that become eco-efficientwithwvin in the end. This is becoming

increasingly poignant with China, Australia and Republic of Koreiimplementing ‘green’ policies
like carbon trading schemes in 2015. The abilityhef private sector and domestic carbon schemes to
meet the costs of carbon reduction are doubtfuleiepme? Nonetheless, significant

® ABC, ‘Australia not alone, as China and others plan for carbon trading schemes’ 21 July
(Australian Broadcasting Corporation: Sydney: 2011)
http://www.radioaustralia.net.au/connectasia/st?ie1107/s3274687.htm

10 Climate Works and the European Climate Foundation, Project Catalyst: Scaling up
climate finance: Finance briefing paper, (ClimateWorks, San Francisco: 2009), 4.
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internalizations of environmental costs were alepleasised at the recent climate COP17 conference
in Durban.

Water is becoming a scarce resource, especiapigiits of the Asia and the Pacific where carrying
capacity is limited. The Round Table discussedrabyer of both regulatory and market-driven ways
to increase water efficiency. The representatioenfthe private sector repeated his conviction that
saving water saved his company money, especiatheabasic level: re-condensing steam and putting
the water back into circulation and reusing treatgage water in latrines. Both this motivation to
make profits and the motivation to conserve thérenment spurred his water-saving measures—Mr
Hasanat related that in Dhaka City their artesiatemievels are dropping 10 feet a year.

In the public sector, India was working to imprdkeir water efficiency because of the
acknowledged nexus between food, water and enBigyy.farming technologies like moving away
from flooding irrigation in wet rice production wioliallow water-poor countries to maintain food
security. It would also conserve water resourceshie future. For one delegate, “this kind of thiag
what the next green revolution in India will be atiout”.

Efficient use of water is as much of a challengeumas efficient use of energy is - Ajay Shankar,
TERI

The bottom-line benefits of cheap, renewable enarglwater conservation were clear to both public
and private-sector panellists. For many countnie&sia and the Pacific, where carrying capacity is
already limited, cheap energy will ensure commdyciaable industry and will guarantee jobs for
future generations.

IV. Technology Transfer and Education

The Round Table acknowledged the vital importarfdeahnology transfer. In a globalised world
where the only way to grow is green, technologyisigas vital. One key result of the Round Table
was the consensus that more needs to be donedatedhe public about how they can grow green
and inclusively. This is in tune with the plans mad the Durban Climate Change Conference to
ensure the Technology Mechanism, a decision of ©®# Cancun, is up and running in 20i1Zhe
Technology Mechanism comprises a Technology Exee@ommittee (TEC) and a Climate
Technology Centre and Network (CTCN).

Innovation is now global. There is no place foreslid isolation — Michael Weinhold, Siemens

Technology transfer can make a difference in dl@ttrstorage and grid technologies. Profit-driven
enterprises feel motivated to establish trainirggifutes, like Siemens’ Renewable Innovation Centre
in the Asia and Pacific region for two main reasdrite first is to lock their brand into emerging
markets and the second is to capitalize on thevistian within the market. Private sector South-
South cooperation can also take place at tradenf®and international settings like UNIDO, said one
panellist, and would help to convince other pedpléne private sector to take up green policies.

Given the impetus behind the Technology Mechanis@GP17 in Durban, Asia and the Pacific will
be well placed to contribute to South-South codp@raTechnology transfer will be vital, said the
Round Table’s moderator, to find “solutions, traspeoviders and financing” for green industrial
growth. Technology transfer will also be importeamestablish ISOs and best practices and to help
Small and Medium Entrepreneurs know what greeneércheaper technologies are available.

™ For more information on Technology Mechanism, see:
http://unfccc.int/resource/docs/2011/copl7/engiB, especially page 2
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Education of the public is vital to making greeowth inclusive. Education can come from schools,
colleagues, through programmes and the workplach!.lReyaul Hasanat told the panel that the
savings they could make at the home by switchiogfincandescent lighting astounded employees
of his company. Similarly, smokeless cooking tedbgies are saving households money as well as
their environment in India.

V. 2012: The year of sustainable energy for all

The United Nations General Assembly has desigriz@é@ as the International Year of Sustainable
Energy for All:

in recognition of the importance of energy accesséistainable economic development and
supporting achievement of the Millennium Developt@pals?

One way of ensuring the very poor, those livindess than US$2 per day, are included in the
benefits of economic growth and ensuring equalitgozess to things like education, water, social
services and energy. The experts on the paneletetidit a combination of different modes of
sustainable energy production would enable 201ietthe year of sustainable energy for all. In one
panellist’s opinion, the combination of solar plosally available biomass, whether crop waste or
fuel wood, creates “a perfect fit at the localagje level” between being green and alleviating ggve
Through examples like these, the synergy betweeangrechnologies and poverty alleviation was
made clear to the panel. Panellists could take dixgge lessons learned, most importantly thateat th
micro-level, green, growth and poverty alleviatame very compatible.

If you have access to lighting, you can read inetxening and the kids take a quantum leap into a
better future — Ajay Shankar, TERI

The panel discussed the “Lighting a billion livesgramme” in India which provides solar lanterns to
people in poor and remote communities. One persoimel community is trained as a recharge
supplier and sets up his small business rechatgatanterns. The lantern is a pro-poor green
technology. For the children of the village it mediey can study at night allowing equal access to
education and giving them a fighting chance to geaheir lives.

Mr Weinhold acknowledged the necessity of havimglable, relatively large-scale power source in
addition to distributed, small-scale power sourétswever, scaling-up of projects is becoming
especially practical now that prices for some ofmable energy technologies have dropped.
Greening existing fossil-fuel power sources widatontribute to lowering carbon emissions, he.said

As well as government provision of sustainable pofeeall, policy makers could consider the
elimination of existing regulatory structures thatder the uptake of green energy. Distributed gyner
said one panellist, was often a great deal chahparfossil fuel-run centralized energy, but
government regulations about who can produce pawaghow they can produce power can be too
stringent, adding costs and disincentives. It Wwss suggested that green energy can fill the energy
gap for those living in remote areas in develomogntries. In India, households are using biomass
for cooking, kerosene oil or firewood for lightirgpme of which are not good for the environment.
Therefore, governments can encourage the use wids® efficiently at the village level, which
produces approximately roughly three times moregnthan traditional kerosene or firewood.

The effectiveness of subsidies was debated thraighe Round Table. Some argued, as in the case
of the solar panel industry, subsidies in EuropesHaought down the price and created a market,

12 See http://www.sustainableenergyforall.org/about
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allowing cheaper producers in China to make thedhamsupply them to the lower end of the market.
Weinhold suggested that subsidies were necesséhng fiirst few years of renewable energy
production. The panel was unanimously of the opirtiat environmentally friendly industry and
economic well-being are not contradictory.

VI. Policy

Can we bring all three pillars of sustainable depaient together? — Hyun-Hoon Lee, Professor,
Kwangwon National University, Republic of Korea

Public and private synergies

As was asserted at the Round Table, economic groaghbeen responsible for the incredible rise in
living standards witnessed in some parts of Asidating a changing trade and natural environment,
how can the region maintain growth that would eadbither expansion of Asia and the Pacific’'s
middle classes and elimination of extreme povertynie with the Millennium Development Goals?

Everyone agreed that public and private sectord teeeooperate to achieve green inclusive growth.
For this reason, the region must support favourabgness environments that encourage
technological improvement, competitiveness andiefficy. A productive industrial sector locks in
foreign and domestic investment - vital to furtgeswth and concomitant poverty reduction in Asia
and the Pacific. The Round Table’s issue papert@ssthat one of the key strategies of green,
inclusive growth was private-public partnershipswan these be fostered: using market-based or
regulatory instruments?

One audience member commented: “Green growth [.sHat of positive externalities and
Professor Lee, as an economist, [knows] theseitiesithat are associated with positive exterresiti
they are always under-supplied and over-demandedhésis a role for the state to subsidize such
activities. The keynote speaker replied by sayirag giving away green incentives or subsidising
people directly was “not a good way to actuallyrpate social equity because if we wanted to
distribute everything equally then the people Hags incentive to work. a concept with which we
could provide some equal opportunities insteadjofézed outcome”. Another panellist added, “We
do believe that intelligent State intervention cagate the right externalities to drive inclusivewth
as well as green growth”.

The issue paper stated “there are policies antegies that can create synergy between economic
growth and environmental sustainability” and somes “regulations spur environmental innovations
that strengthen the competitive position of firms @an offset the cost of regulatory compliance”,
although the real effects of compliance are digptitén general, a mix of policies that were mutually
supporting is the most effective method to encoeigrgen growth.

In one country example, selective price settingiafer and energy was a ‘spur’ to innovation. In

India, industry’s energy costs were increased, Wiridurn encouraged energy efficiency. Such
efficiency allowed one steel producer to out-coragatger companies. Domestic consumers were not
directly charged and that meant no extra burdenlaidon the poor.

13 G. M Grossman & A. B. Krueger, “Environmental Impacts of a North American Free
Trade Agreement”, NBER Working Paper No. 3914, (Cambridge: National Bureau of
Economic Research, 1991).
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UNIDOs May 2011 publication, Policies for Suppogti@reen Industry recommends that policy
frameworks, “should comprise a mix of market-basedulatory, voluntary and information based
instruments”, with Market-Based Instruments beiogsidered the “least cost” policy todfsThe
issue paper and some of the panellists agreedhtbss would be least damaging to industry profits,
so long as such instruments were implemented atitedsoard.

Jobs in Industry

The Round Table discussed two ways jobs can béed-@ader the rubric of green industry. Firstly,
as a panellist from Lao PDR said, his country & heginning to urbanize and industrialize.
Education will play a key role, in Lao PDR the aldeneration has “seen a lot of change and they
learned from that and most of their children hurfgethe chance to go to school. Laos tries toefarg
rural people [helping them] move down to the citg anoving far away of isolated areas”, into areas
of higher employment in emerging industries. Sudvament gives much needed extra income to
underemployed peasant farmers.

For the panellist from Lao PDR, it is the obligatiof government to take measures to create more
jobs. Lao PDR is trying to create more jobs by [ing sustainable industrial development by
promoting agriculture and industrial processindney are building mills, industrial and processing
zones, as well as organizing space into econontigesvincial zones. In that way, as an LDC, they
create more jobs for farmers and in time, encoupagple to move and work in factories or industrial
zones. On the one hand, LDCs needed to suppogilanp@n active role in markets and infrastructure;
on the other hand, domestic income is limited. Gid® FDI would play a formative part in (green)
job creation in the industrial sectors.

In higher income countries in the region, employtmerthe new green industries can create jobs.
Innovation abounds in Asia and the Pacific, and#DO Director-General discussed, the region
needs to create new, young, enthusiastic entreprerend the green industry is a good area forgdoin
this. The issue paper noted that recent trendsrétsagreen consumerism provide the private sector
with a good business opportunity. A firm that inates new ‘green products’ and new ‘green
technologies’ before others do so, will be in aifi@s to enjoy a competitive advantage. Some firms
are actively exploiting these new opportunities arelpromoting environmental marketing. The
environment should no longer be seen as an exstebab rather as a new business opportunity.

Infrastructure investment and subsidies

How are the problem of positive externalities ameltole of State handled so that the Government or
the State could either subsidize or prepare thauiable conditions for the kind of green growthttha
we are looking for without a prominent role for tBevernment? — Mohammed Yaar, Director
General of Economic Affairs, Minister of Foreignfaifs, Afghanistan

One area where there was continued debate wasléhgavernment needed to take in order to
encourage green inclusive growth. The Round Tdisleussed governments’ roles as enforcer or
enabler of green industry; the role of internatl@rganizations in regional decision-making and
capacity building; subsidies; research and devetopirand job creation. This discussion is
particularly pertinent to Asia and the Pacific mgivhen examining reactions to the 2008/2009
Global Financial Crisis. Many governments in thgioa included a green element in their fiscal

4y, Leuenberger & R. Maplesden UNIDO Green Industry: Policies for supporting green industry, (UNIDO,
Vienna: 2011), 11. Available at:
http://www.unido.org/fileadmin/user_media/Servic8séen Industry/web_policies_green_industry.

pdf
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responses. Growth-promoting governments are kelylersafor successfully achieving green growth
and poverty reduction. Dynamism of investors arehtvity of entrepreneurs need to be encouraged
to trigger start-ups, promote innovative technatsgaind business models, and expand internationally
competitive businesses to attain green growth.

Conversely, excessive incentives to the privatéosegould require higher government revenue, thus
competing with the private sector over limited fic&l resources, and misguiding investors in
targeting potentially temporary sectors. As therkeg speaker mentioned, if just one country were to
introduce green taxes, domestic companies woulddsged about losing their competitiveness. In
that way, green taxes could result in the flightapital and productive activities to green taxdre

One of the fundamental reasons for environmentdllpms, Lee continued, is that people regard the
environment as a free good, and pricing mechanimsot reflect real or environmental costs. A
foreseeable result of environmental cost interaéibn would be the increasing number of private-
public synergies as it would be in the interestbath sectors to improve eco-efficiency. As witly an
consumption based price increase though, blanket prternalization could have a disproportionate
impact on the poor.

Another panellist suggested that over time marketgsses would internalise prices, as some
countries “catch up” to OECD countries in term&pérgy use: “clearly natural resources, whether it
is energy, whether it is water, whether it is maleesources, are all going to be severely comstdai
and will experience price pressure upwards”. Fr planellist, medium and long-term
competitiveness in industry is about being ecolafjcand environmentally efficient.

Additionally, Lee argued and others in the panelccored that subsidies on environmentally harmful
subsidies could be reduced or eliminated. The ipsirgs to problems with “extensive use of
subsidies that encourage the use of coal, eldgtripésticides, and irrigation and promote expamsio
of grazing and timber extraction on public landsclsubsidies are common in Asia and the Pacific.
Relatively low taxes on products such as detergéartslizers, batteries, pesticides and large-senes
are another example of government failure”. In daise, removing such subsidies and the
implementation of environmental taxes can yielchemtonomic and environmental benefits. “Prices
are quite low because of subsidies, the resuligha@ople over-use the resources so we have to make
the price right finally removing those double fadg”. In other words, subsidies cost the government
money and these in turn cost the environment anidl iompetitiveness. Although the Round Table
welcomed this idea in principal, some argued thatesdeveloping countries would find this difficult
to implement without greater external financial goip. After numerous discussions in Manila, Tokyo
and elsewhere, a large number of countries arengakbves to eliminate some of these subsidies as
part of their green industrializations policiesnBlists at the Round Table argued that this iaraa

that can be effectively dealt with at the publiedleand more progress will be made before Rio+20
next year.

The issue paper suggested that governments néedde the gap between long-term social benefit
and short-term commercial benefit in order to prteribe active participation of the private sector i
the area of environmental R&D. The introductionrafentives for R&D in green technology (green
free trade zones, for example) and removal of caimés to R&D were discussed.

Conclusions

There were two main threads of discussion at tid Rbund Table: poverty reduction and the role of
government and the private sector in green growliese were not clearly resolved; however, some
important points were made.

Regarding poverty reduction, the Round Table agteatigrowth was necessary for countries in Asia
and the Pacific. They also agreed that makingghawth green need to be a priority. Green growth is
an achievable goal; one that should develop acegitie domestic needs and abilities of individual
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countries. Green growth policies and regulatiorelrmprehensive calucalation of costs and
benefitsbefore implementation, particularly in LCDs

The issue paper established that in the past, gmesvth and inclusive growth have been seen as
contradictory and approached separately. The igaper argued that Market Based Instruments
would allow the creation of synergies between thiglip and private sectors. Cost internalization
would allow green growth to evolve naturally anduee contradictory aspects of green, inclusive
growth. The Round Table agreed that introductioMBis in the region should be agreed on among
countries to prevent undesirable effects and MBIkl not prevent developing and least developed
economies from growing. Ways to implement greetusige growth in the area of policy formulation
are not yet fixed. A universal green growth poligyot applicable in the region and each country
should be able to adapt green growth to meet diremnmstances. Green growth, especially in regards
to industrial efficiency, had great potential togrefitable for the private sector in the region.

It was generally agreed that the removal of envirentally harmful subsidies, in combination with
price internalization, is a step in the right dires. Some countries in Asia and the Pacific have
already benefited from increased efficiency and sagings by reducing certain types of energy
subsidies to industry. For others, there will neele outside financing to catalyze changes ingner
and other environmentally damaging subsidies &velte any negative effects they might have on
growth and poverty reduction.

Sustainable energy for all in 2012 was found tohe area where green growth and poverty reduction
had a natural synergy, particularly at the locaéleProviding renewable energy sources in
geographically remote and poor areas can give smpertunities to break the cycle of poverty with
education. These sorts of results with green tdolgyaat the micro-level are encouraging. Speakers
also asserted that technology transfer and devednpwill be vital in the shift to green growth, whi

had particular relevance to provid sustainableggnt all in 2012.

It was also established that efficient use of resesiin industry allowed a business to both bergnee
and more profitable. The challenge facing policykera is to create an environment where efficiency
and green technology uptake is rewarded withoubitihg growth. This was demonstrated in
examples from Asia and the Pacific region, andale&mples will certainly contribute in a moderate
way to outcomes at Rio+20.

“We do believe that intelligent State interventman create the right externalities to drive inalasi
growth as well as green growth”.

A mix of policies that were mutually supporting wamsidered the most effective method to
encourage green growth.
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