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The International Chamber of Commerce (ICC) is pleased to present the ICC Green Economy Roadmap - a
guide for business, policy makers and society to assist in the development and implementation of policies and
actions towards a “green economy”.

A key driver for this effort was the need to develop a global business response to the declared policy priority
theme of "green economy in the context of sustainable development and poverty eradication” for the Rio+20
United Nations Conference on Sustainable Development while also taking into account concurrent global
policy developments on green growth in the OECD and the G20.

The ICC Green Economy Roadmap represents a comprehensive and multidisciplinary effort to clarify and
frame the concept of “green economy” and promote a more common understanding.

The Roadmap highlights the essential role of business in bringing solutions to common global challenges and
calls for innovation, collaboration and governance on ten key conditions to be worked on simultaneously, both
bottom up and top down, as well as in the short and long term. These conditions recognize the
interdependence of the economic, social and environmental dimensions of sustainable development and seek
to integrate them in a more holistic manner, both in terms of business strategies and in terms of enabling
policy mixes for a transition towards a “green economy”.

The ICC Green Economy Roadmap is a forward-looking document meant to serve as a reference document for
current and future actions. We hope that it will be a useful tool for integrating sustainability into business

strategies or government policy frameworks.

We welcome continuous feedback on the Roadmap so that we can collectively build it as a platform for future
action and collaboration.

&J?% Rl G ol ‘

Laurent Corbier Martina Bianchini Jean-Guy Carrier
Chair, ICC Commission on Chair, ICC Task Force on Secretary General
Environment and Energy Green Economy International Chamber of

Commerce (ICC)
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The world is facing a critical challenge: how to create economic opportunities for a growing population while
ensuring that economic growth and environmental and social responsibility work together in a mutually
reinforcing fashion.

Two global megatrends are on collision course:
1 Increasing competition and limitation in the use of earth’s finite resources;
M Predicted world population of 9 billion in 2050, growing at the most rapid pace in history.

Some key numbers provide the backdrop:

3 billion more middle class consumers expected in the global economy by 2030" with increased resource
demands;

147% increase in real commodity prices since the turn of the century? ;

$2.1 to $6.3 trillion of potential commercial opportunities related to environmental sustainability in natural
resource sectors alone®.

1
)l

Business has an essential role in bringing solutions to global sustainability challenges. Just as the creation of
shareholder value requires performance on multiple dimensions, the global challenges and opportunities
associated with sustainable development are multifaceted involving economic, social, and environmental
concerns®. Today's collective sustainability challenge requires all actors, whether business, government or civil
society, to accept shared responsibility and shift towards more collaborative and solutions-oriented thinking.

To meet these challenges, the ICC Green Economy Roadmap calls for innovation, collaboration and
governance on ten conditions that need to be worked on simultaneously, both bottom up and top down and in
the short and long term for a transition towards a “green economy”.

9 Innovation: creating new ways and combinations based on a holistic vision. Innovation at all three
dimensions of sustainable development (social, environmental and economic) is required in order to
develop more integrated strategies, policy and decision making.

! McKinsey (2011). Resource Revolution.

2 McKinsey (2011). Resource Revolution.

3 OECD (201).Towards green growth.

4Hart & Milstein (2003). Creating sustainable value.
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M Collaboration: developing new forms of collaboration through enlightened leadership. Collaboration
leverages the mutually reinforcing and cross-cutting elements of integrated policy making.

1 Governance: shaping the context and enabling frameworks to allow all actors to deliver on their shared
responsibilities. Integrated governance structures will foster greater policy coherence between economic,
environmental and development objectives.

1 Short/long-term: sceking to reconcile short term pressures with longer term strategies for shared value.
Efforts by all actors should reconcile short and long term approaches to deal with the multifaceted
economic, social, and environmental challenges and opportunities in an integrated manner.

1 Top down/bottom up: simultaneously pursuing both, “bottom up/green growth” and “top down,/ macro-
economic green economy actions”, including measures to complement Gross Domestic Product (GDP). A
one-size-fits-all approach will not be effective, nor will policies that work in “silos”.

1 Multilateralism: delivering sustainability solutions in a globally connected world. The business community is
organized in sectors and value chains®, many of which are global. Therefore multilateral and cross-cutting
approaches across countries and sectors are indispensable. ICC would like to signal the importance of
multilateral approaches to bring solutions to sustainable development and underscores that open trade and
investment remain at the heart of greening the global economy.

Based on this understanding, the ICC Green Economy Roadmap outlines the interdependences of the
economic, social and environmental dimensions of sustainable development and seeks to integrate them in a
more holistic manner, both in terms of business strategies and in terms of enabling policy mixes that facilitate a
transition towards a "green economy”.

In short, the Roadmap seeks to strengthen the business case for responding to these interdependencies in
today’s globalized world, by proposing ten conditions as a guiding framework for green growth on a range of
inter-linked policies and actions.

® The value chain depicts all the activities a company engages in while doing business (M. Porter, 1985). It is part of a larger system that
includes the value chains of upstream suppliers and downstream channels and customers across sectors.
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Lastly, business is a diverse set of actors ranging from large multinational companies to small and medium size
enterprises (SMEs). It is paramount to recognize the crucial role of SMEs within the value chain not only as
innovators and collaborators for job creation, but also their need for assistance to raise their performance and
enhance capacity building for a “green economy”.

A “green economy” calls for immediate attention on:

1 Economic innovation: For a “green economy” to be made operational, it needs to become embedded in
global markets and balance sheets. A “green economy” should actively drive innovation in private and
public finance and investment into the direction of sustainable development which is currently still low as
compared to the overall size of the economy.

1 Social innovation: A “green inclusive economy” needs to provide transition policies, allow all actors to
participate through meaningful employment, provide access to education and life-long learning, as well as
promote employment as a means to overcome poverty.

9 Environmental innovation: Life cycle thinking® and resource efficiency go hand in hand. Further integration
of both is required at all levels to deliver sustainability solutions that are at the heart of greening economies.
Ultimately, a “green economy” decouples economic activities and social developments from negative
environmental impacts.

M Cross-cutting, mutually reinforcing elements: A "green economy” needs to provide the governing
structures and platforms which allow new and innovative collaborations to be shaped and implemented -
intra-policy and intra-industry coordination and governance at all levels is crucial and will promote
investments for a “green economy”.

b Life cycle thinking (UNEP) is a way of thinking that includes the economic, environmental and social consequences of a produce or
process over its entire life cycle
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The world is facing a turning point with multiple economic and financial crises that have social and
environmental repercussions.

These crises have seen a resurgence of nationalism and protectionism, and have led governments to withdraw
from multilateral approaches such as the Doha Round or on climate change, despite the recognition that
countries cannot solve global challenges individually and that standing alone is no longer a viable development
option for an economically interdependent global economy.

Placing “economy” at its core, the concept of “green economy” has emerged prominently in various
intergovernmental forums within the United Nations System, the Organisation for Economic Co-operation and
Development (OECD) through its Green Growth Strategy and in discussions among G20 leaders. In addition,
“green economy in the context of sustainable development and poverty eradication” has been declared a
priority theme for the United Nations Conference on Sustainable Development in June 2012 (Rio+20).

Business is a critical engine for growth and plays a crucial role in the achievement of sustainable development.
With a large range of global business leaders already engaged to a great extent, it is vital that the global
business community and governments continue to explore new forms of innovation and collaboration to
realize green and inclusive growth and accelerate the transition toward a “green economy”.

Governments in the “The Future We Want” negotiating text of the Rio+20 UN Conference on Sustainable
Development’ have encouraged all countries in all national circumstances to consider the concept of “green
economy” as a guiding principle in choosing their development paths - regardless of their economic structure
or level of development. It has also been suggested that, as governments choose their own development path,
they should take into account the impact they may have on other countries.

’ The Rio+20 UN Conference on Sustainable Development negotiations text called “The Future We Want” is available at:
www.uncsd2012.org
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Recognizing that a “green economy” requires the need to reconcile long, medium and short term vision and
actions, the ICC Green Economy Roadmap outlines ten conditions and related policy recommendations as a
framework to discuss a range of inter-linked policies and actions for a transition towards a green economy -
by business as a part of society as well as in collaboration with other actors in society. The roadmap also has a
clearing house function to share existing best practice and initiate new collaborative activities.

Governments are
seeking to advance
“green economy”
policies that integrate
economic, social, and
environmental
objectives.

For global business,
the focus should be
rather on “greener
economies” to reflect
the diversity of sectors
and value chains and
specific national
circumstances.

Governments around the globe are seeking ways to define and shape “green
economy” into meaningful policies that advance inclusive economic growth while
enhancing environmental protection and social progress. Policies should aim to be
consistent with international trade rules, provide access to finance, promote
technology transfer, strengthen capacity and reduce inequality. The business
community is intrinsic to this debate, and needs to be closely engaged in these
important discussions.

Green economy” is a term principally utilized by policy makers. There is no single
agreed definition, set of indicators or financial measurements for what exactly a
“green economy” would look like. ICC would therefore rather focus on “more
sustainable” or “greener economies” to acknowledge and reflect the many
challenges and opportunities inherent in this concept. Whilst the concept is global
in scope, the priorities and actions needed to transition towards a “green economy”
may vary from sector to sector, value chain to value chain, and specific national
circumstances - hence the idea of “greener economies”. However, for the purpose
of intergovernmental policy discussions, business acknowledges “green economy”
as a policy term and unifying theme to achieve sustainable development® as the
direction in which all economies need to strive towards irrespective of existing
tensions and current global economic turmoil.

8 :Our Common Future’ (1987) or the Brundtland report defines sustainable development as: "development that meets the needs of the
present without compromising the ability of future generations to meet their own needs.”
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Business definition of a
“green economy”:

stemic

o-economic”

The ICC Green Economy Task Force has defined the term “green economy” as
follows: “The business community believes that the term “green economy” is
embedded in the broader sustainable development concept. The “green
economy” is described as an economy in which economic growth and
environmental responsibility work together in a mutually reinforcing fashion
while supporting progress on social development. Business and industry have a
crucial role in delivering the economically viable products, processes, services,
and solutions required for the transition to a green economy.”

The terms “green economy” and “green growth” are often used interchangeably.
From a business perspective, companies can green their products, processes,
services, technologies, implement solutions, and collaborate with their customers,
suppliers and stakeholders to green their sectors and value chains. Companies drive
research and development (R&D) for “green” innovations and solutions and thus
integrate sustainability into business growth strategies. These are bottom up
actions at the operational and process level that promote sustainable practices.

ONE one-size-

I approach will
>tive, not
S that work

“Green economy” in turn involves a top down approach that addresses systemic
challenges at the strategic and macro-economic level The term “economy” implies
the need to address these systemic challenges at the macro level beyond Gross
Domestic Product (GDP), including new approaches to incorporate externalities® in
economic terms.

9 Externalities is referred to as following:

Externalities (OECD Glossary; monetization of benefits and costs): Externalities refers to situations when the effect of production or
consumption of goods and services imposes costs or benefits on others which are not reflected in the prices charged for the goods and
services being provided.

Negative externalities (external costs; M. Bianchini): A negative externality imposes a negative side effect on a third party; negative
"social cost”. Negative externalities are for example air or water pollutions, unsustainable consumption, decrease in wealth.

Positive externalities (external benefits, M. Bianchini): Positive externalities refer to beneficial impacts/external benefits that may lead to
positive impacts on society, such as increase of education and skills resulting in resource efficiency, knowledge transfers leading to
inventions and innovations, etc.

Environmental externalities (OECD Glossary): Environmental externalities refer to the economic concept of uncompensated
environmental effects of production and consumption that affect consumer utility and enterprise cost outside the market mechanism.
As a consequence of negative externalities, private costs of production tend to be lower than its “social” cost. It is the aim of the
“polluter/user-pays” principle to prompt households and enterprises to internalize externalities in their plans and budgets.

10t ICC GREEN ECONOMY ROADMAP



Ten conditions for a transition towards a “green economy”

A “green economy”
recognizes the
interdependences of
the economic, social
and environmental
dimensions of
sustainable
development and
integrates them in a
more holistic manner,
both in terms of
business strategies
and in terms of

enabling policy mixes.

A “green economy” requires the three dimensions (economic, social, and
environmental) of sustainable development to work in a mutually reinforcing fashion.
Economic growth is and will continue to be essential to provide the livelihoods,
resources and development necessary to build capacity and finance actions in a
transition towards a “green economy”.

Efforts by all actors should reconcile the need for short and medium-term pressures
with longer-term shared value. It is paramount to recognize the crucial role of SMEs
within the value chain as innovators and job creators, but also the need for capacity
building and other assistance to raise their performance for a “green economy”.

The private sector has already taken many concrete actions towards building a “green
economy”, including reducing environmental impacts across value chains, increasing
resource efficiency, investing in a full range of clean energy options.

Following extensive consultations with the global business community and
stakeholders, ICC articulated ten conditions for a “green economy” in a three tiered
approach that provide a framework to determine what is required to advance the
transition towards a “green economy”. Each of the three tiers requires innovation,
collaboration and governance to be considered as an integrated set.
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Tier 3

Add best practices and
case studies that can be

Tier 2 amplified or multiplied,
For each condition list including existing
5 what business/intra- principles or standards.
Tier 1 industry and collaborative
Develop 10 short and actions are required to
clear high level make a “green economy”
conditions. happen.

Figure 1. Overview of ICC Green Economy Roadmap development.

Innovation, collaboration and governance for the integration of the economic, social,
and environmental dimensions of sustainable development are at the heart of a
transition towards a “green economy”. Innovation, however, do not necessarily come
naturally. It needs to be actively fostered through dialogue and collaboration to
become a key driver of economic progress and well-being with links to
competitiveness, and meeting global sustainability challenges. Much of the current
rise in living standards is due to innovation - this has been the case since the
industrial revolution. Thus, the capability of governments, business, and civil society
to work together to bring innovate solutions to market will be crucial to drive
society’s longer term shared value'©. Mutually, reinforcing cross-cutting elements link
the three innovation dimensions of sustainable development (economic, social,
environmental) to achieve an efficient and accelerated transition towards a “green
economy” as outlined in figure 2.
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9 Paragraph based on: Innovation and Growth (OECD, 2007)
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Economic Innovation

- Open and competitive markets

- Metrics, accounting, and
reporting

- Finance and investment

Mutually reinforcing and
cross-cutting elements
- Integrated environmental,
social and economic policy
- Governance and
partnerships Social

Innovation

Environmental
Innovation

- Awareness
- Education and skills
- Employment

- Resource efficiency and
decoupling
- Life cycle approach

Figure 2. Interdependence of ten conditions for a transition towards a “green economy’”.
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Economic innovation

Open and competitive markets
High-level condition

A “green economy” emphasizes the importance of sustainable growth and access to open, well-functioning,
and efficient markets. It recognizes that relying on markets is indispensable to the evolution of both societies
and companies towards “greener” economic activity and prosperity. In order to become a functional economic
system, a “green economy” needs to become embedded in international and global markets and made
operational in business models and balance sheets. Economy-wide approaches should be adopted that include
receptive markets for delivering business value and commercially viable products and services along the value
chain.

State of Play

Companies have developed knowledge and skills which integrate sustainable development management and
business practices into a strategic advantage for both the specific businesses and the countries they operate
in.

Open trade and investment have raised millions of people out of poverty and their enhancement is
indispensable to achieving sustainability challenges. For example, many efficient and environmental effective
technologies and products are on the market and their market uptake could be enhanced by alleviating both
market access and policy barriers.

14t ICC GREEN ECONOMY ROADMAP



Business and intra-industry action”

M Foster development of products and services

that contribute to sustainable development, by,
for example, making more efficient use of natural
resources, reducing or limiting environmental
impacts and enhancing job creation and capacity
building.

Initiate more intra-industry dialogues between
producers, customers, suppliers and users to foster
innovation and capitalize on hidden opportunities

Collaborative action'

f

Pursue a global level playing field and strengthen
multilateral rules-based trade and investment for
sustainable development by:

- Preventing potential competitive distortions in
international trade in the transition to “greener”
economies by avoiding, for example, unilaterally
imposed environmental measures to address
trans-boundary concerns.

- Eliminating or reducing tariff and non-tariff trade

barriers on all goods and services, including on

environmental goods and services.

Providing long-term, stable and transparent

policy frameworks and incentives governed by

the rule of law, including effective intellectual
property rights protection (IPR) - with a view to
enhance both innovation and technology
dissemination (please see also ICC Intellectual

Property Roadmap and ICC Guidelines for

International Investment).

M Consider that the design parameters for
environmental taxation should be to provide a
framework which underpins environmental policy
and affects behaviours for specific sustainability
goals in the most economically efficient manner.

1 Initiate collaboration between government,
academia, companies, and others to develop
quantitative analyses and macroeconomic
models that i) assess the impact of “green”
investment and finance and ii) outline

in “green economies”.
1 Develop new and innovative business models.
1 Enhance “idea platforms” for new innovations. -

K Intra-industry actions include business to business collaborations; items under this point are “under control” of each company or
business organization. Thus, a quicker implementation is possible.

2 Collaborative action may include collaborations with local, national, regional, governments and inter-governmental system as well as
civil society stakeholders with business.
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enabling conditions and policy options necessary
for a shift towards a “green economy”.

1 Collectively promote “smart” procurement/
purchasing by both individuals and organisations
vis-a-vis products and services that are
scientifically proven to have sustainability
advantages, while allowing access for companies of
all sizes (e.g. cost neutral access possibility).

The road ahead

The economic crisis has made it difficult for hard pressed national treasuries to invest in a “green economy”. In
addition, business is suffering from crisis of confidence created by volatile economic conditions. A particular
negative consequence has been to delay business investment at a time when such investment and jobs would
be badly needed. This difficult environment creates challenges for innovation and its dissemination, especially
for new technologies that are poised to make substantial contributions to advancing “greener” economic
activity.

In order to overcome this situation, market and policy frameworks should work hand in hand. This is best
achieved through a combination of regulatory and voluntary initiatives which combine supply and demand.
However, governments intervening in a precautionary manner rather than engaging in dialogue may hamper
innovation and place unnecessary hurdles to solutions that can contribute to a “green economy”.

Role of SMEs

The role of SME’s should be considered, in particular:

1 when products and services that contribute to sustainable development are developed to support SMEs
along the value chain, especially in new and emerging markets.

1 when SMEs can uniquely contribute to often niche “green” technologies along a value chain. SMEs can
develop new business models very quickly and serve as “innovation labs” that can be scaled up.
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Metrics, accounting, and reporting

High-level condition

For a “green economy” to become operational, there is a need for indicators, metrics, accounting measures,
and better disclosure and reporting that make sense in economic terms while ultimately including
externalities®. This entails the simultaneous pursuit of developing operational green growth measures at
company level (bottom up) and strategic macro-economic indicators and accounting systems beyond Gross
Domestic Product (GDP; top down). This will require a flexible approach that balances costs and benefits and
is able to incorporate new knowledge and scientific understanding in the coming decades.

State of play

Substantive progress has been made on sustainability reporting and many companies are already applying
sustainability reporting schemes in their operations. Yet, data for sustainability measures and indicators that
are rigorous and meaningful in economic terms have not yet been fully developed. Hence a constructive and
adaptable approach to reporting is needed to sustain engagement in sustainability reporting by ensuring that
all actors in society have the necessary flexibility to reflect their particular circumstances.

Costs and benefits will always have to be considered in a balanced manner in assessing policies and informing
decision making, recognizing that prioritization and trade-offs are both important considerations when
assessing available options by all actors. Better approaches to account for environmental and social attributes
are needed in the long term. Several global initiatives such as “The Economics of Ecosystems and Biodiversity
(TEEB)” study on natural capital and corporate efforts have already identified best practices and can inform
the development of accounting methods that consider not only the direct costs and benefits but also indirect
costs and benefits by attributing some form of monetary value to common goods like air, water, ecosystem
services or social issues such as cost of employee absenteeism due to social unrest. More research needs to be
done to utilize the knowledge of these “pockets of excellence” and derive appropriate metrics and accounting
systems over time.

% Please see footnote 9.
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Business and intra-industry action

T

18 t

Consider developing indicators and
measurement tools for sustainability reporting.
This includes, for example proactively engaging
internal teams to support sustainable development
indicators and measurement development.
Initiate and engage in intra-industry
collaboration to start developing common
methodologies to integrate externalities, both
environmental and equity considerations into
wider value chain strategies.

Integrate externalities (costs and benefits) into
corporate strategies and balance sheets while
assuring competitiveness and taking into account
national and sectoral circumstances.

Reduce future business risk through greater risk
analysis.

Encourage the financial market to enable
investors to make fully informed investment
decisions by using available information on
sustainability performance.

Drive new business development through
investments in joint-research with academia.

ICC GREEN ECONOMY ROADMAP

Collaborative action

1

Encourage greater transparency and

reporting of sustainability policies and

practices by all actors, whether, government,
business or civil society organizations.

Avoid one-size-fits-all approaches to
sustainability reporting that may hamper the
transition to “green economies” and not take into
account national, sectoral and regional differences.
Further stimulate transparency in relation to
project criteria and public funding

Promote scientific partnerships, research, and
dialogues to discuss and support the
development of metrics and indicators that make
sense for individual companies, non-profit
organizations, governments, and other
stakeholders,

Utilize research outcomes to inform long term
accounting of natural capital at national, regional,
and global levels.

Assess, develop and adopt meaningful and
appropriate indicators in ministries and

national statistics for national green growth
plans (including for local authorities).

Establish global collaborative initiatives to share
best practices and experiences as well as develop
pilot projects on metrics and measures for
business and government.

Support collaboration between companies

and government to further calculate and

reduce environmental footprints.



The road ahead

As there is no fully developed rigorous and agreed upon method for measuring environmental and social
externalities, it is difficult to fully quantify environmental and equity considerations or make sound
comparisons.

For the private sector, activities should be measured and accounted for according to sound methodologies
and in conformity with legal requirements, as well as to track costs, revenues, and return on investment.
Numerous efforts that seek to develop more holistic and full accounting standards should be joined up
through more study, dialogue, and experience sharing to better understand the total costs and benefits of
producing and using products and services over their life cycle. More dialogue should also be initiated on how
and by whom such information should be reflected internally and communicated externally. One early work in
this direction is the above already cited example of “The Economics of Ecosystems and Biodiversity (TEEB)”
study. Further work to mature these concepts will continue to unfold through collaboration of global experts
and thought leaders, building on successful voluntary examples such as the Carbon Disclosure Project (CDP)
and the work laid out in the Stiglitz report™.

Role of SMEs

The impact on SMEs of reporting systems needs to be better understood. A disproportionate administrative
and compliance burden on SMEs should be avoided.
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" The Stiglitz Report - Reforming the International Monetary and Financial Systems in the Wake of the Global Crisis (2010).
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Finance and investment
High-level condition

A “green economy” actively drives innovation in both private and public finance and investment in the
direction of sustainable development. To succeed, supporting policy and regulatory frameworks that promote
informed investment decisions for both public and private investors are required. A “green economy”
stimulates new demand for innovative and responsible businesses and government services through
transparency. It also provides appropriate public-private engagement mechanisms that look beyond short-
term pressures and focus on the development of long term shared value.

State of play

Business has already developed many approaches, including innovation and operational management systems
to develop and deploy advanced technologies and services through investments that will underwrite the
transition to a “greener economy”. At the same time, there are examples of where targeted research and
investment have not succeeded in delivering commercially viable products or services because markets did not
materialize as projected.

In order to make longer term investment decisions in the direction of a “green economy”, business requires
predictability and regulatory clarity. Investors and other providers of capital should have the opportunity to
earn returns commensurate with the risks they are taking. As long as enabling conditions lack regulatory and
market clarity, investments in “green economy” initiatives will be slow and compete with investments for
conventional activities. It should be noted that business allocates its investments globally and only when there
is sufficient level of regulatory certainty, consistency and clarity will such investments be viable and provide
the expected return. Often, policy can help eliminate non-economic barriers facing a “green economy”, for
example administrative barriers, lack of information and social acceptance.

For further information, please see also 2012 ICC Guidelines for International Investment, including chapters on
labour and fiscal policy, competitive neutrality, and corporate responsibility.
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Business and intra-industry action'

9 Accelerate the development of products and

services for green growth by combining private
finance and access to public funds. A particularly
important area for innovation and sharing of best
practice involves the targeted use of public funds
to leverage private capital in the most efficient
(and preferably technology-neutral) manner.
Develop innovative approaches to financing,
such as partial risk sharing mechanisms
(including also developing common
methodologies or standards), credit guarantees
and co-financing in order to reduce investment
risks. The reduction of risks should apply through
the entire development spectrum, from the initial
design through construction, and is especially
important for institutional investors with large
asset volumes.

Develop non-financial support mechanisms such
as advisory services to educate local lenders
(banks, institutional lenders, and microfinance
intermediaries in emerging markets) to establish
dedicated financial products, incentives, credit
lines, and pools of capital that target specific
opportunities for “greening economies”, such as,
partial credit guarantees, or refinancing guarantees
for projects.

Develop and promote inclusive business models
(e.g. microfinance) that meet the needs of a “green
economy” in the context of poverty eradication.

'S This section refers more largely to investors / banking sector actions

Collaborative action

Include “financing and investment” in national
green growth strategies.

M Actively drive investments in the direction of

sustainable development by

- Making business aware of countries or other
investors that seek to increase private
investment in key areas such as clean energy
solutions or resource efficiency.

- Supporting research and development by
injecting start up finance into prototype
projects and technologies where risk capital is
lacking.

- Using publicly financed institutions that are run
as private entities and can leverage private
capital to deliver social goods, e.g. UK Green
Investment Bank, Australia Clean Energy
Finance Corporation, UN Green Climate Fund;
the private sector should be involved in the
design and evaluation of these new
institutions.

- Encourage, over the longer term, institutional
investors to allocate parts of their assets under
management to “green” investments.

Increase efforts to pool public funding to

leverage private investments by

- Scaling up risk mitigation and co-investment
funding structures and shifting away from a
project-by-project towards a portfolio approach,
while ensuring there is a support for initial
project and programme development.
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- Incorporating “leveraging private finance” as a
key performance strategy for national and
multilateral banks and direct government
climate and development cooperation.

- Facilitating greater sustainable infrastructure
financing by institutional investors through
developing insurance and risk mitigation
products, robust and transparent rules for debt
aggregation.

- Using standards to verify environmental benefits
of bond investments.

1 Develop innovative bond schemes backed by
guarantees (e.g. sovereign guarantees) to allow
creating economies of scale for “greener”
investments. Bonds allow for large investment
volumes facilitating scaling up and accelerating
green growth activities.

1 Consider the appropriate application of policy
tools to reflect values and prices in the most
economically efficient manner ensuring they are
consistent with the overall policy framework in
place.

The road ahead

The desired level of financing and investment for “green economy” is still low in comparison with the overall
size of the global economy. As countries develop their green growth strategies, they should provide regulatory
clarity and consistency for all innovations and be technology neutral to stimulate markets towards a transition
to a “green economy”.

For a “green economy” to happen at an accelerated pace, economies of scale need to be created through
supporting mechanisms that balance risks while leveraging private sector finance and investment. Stronger
public-private cooperation mechanisms such as with International Financial Institutions (IFIs) could be one
example to share risk and increase leveraging of private sector capital.
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Furthermore, methods and processes for “green” investments should create global synergies for joint
investments, e.g. in urban planning and between different infrastructure supply systems.

More work needs to be done to demonstrate the business case through pilot projects and stimulate replication
by sharing best practices.

Role of SMEs

The requirements and needs of SMEs for investment and finance and specific schemes such as micro-financing
and e-finance should be considered. The cash flow requirements of SMEs and financing time frames (very short
term help and long term accompanying one) need to be understood and integrated into financing and

investment schemes.

Banks should also consider SMEs as key sources to detect successful approaches before scaling them up.
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Environmental innovation

Resource efficiency and decoupling™
High-level condition

A “green economy” recognizes that the world’s resources are finite and must be managed with scarcity in
mind. It enhances the resource efficiency of materials flows through the principle of “more from less”. It also
seeks to take into account the economic value of natural capital and ecosystem services. Over the long term, a
“green economy” strives to increase economic, social, and environmental benefits to achieve sustainability
while decoupling economic activities and social developments from negative environmental impacts.

State of play

Greening the world economies is a long term effort that calls for a holistic life cycle view across all countries
and elements of the economy. This involves further minimizing the environmental footprint of all economic
activity by enhancing the efficient use of natural resources.

Resource efficiency is one facet of the broader effort to de-couple economic development from environmental
degradation taking into account the interdependence of all economic activity on environmental systems.
Significant progress has been achieved to enhance the efficient use of all natural resources, be it carbon, water,
rare metals or other materials, yet more needs to be done to understand the nexus between them and enhance
collaboration among sectors and countries to further decouple economic activities from resource use.

The concept of decoupling seeks to separate the dependence of economic activity from the use of natural
resources in such a way that economic activity is relatively decoupled from the growth rates of natural
resource consumption. More work needs to be done to make this concept operational in both policy and
specific value chains.

® The Wuppertal Institute distinguishes “decoupling” as following:
- absolute decoupling: reduction of per capita resource consumption;
- relative decoupling: reduction of growth rates of resource consumption; this document refers to relative decoupling.
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An emerging element in the resource debate is the valuation of eco-system services which seeks to reflect the
value of natural and renewable resources, also known as natural capital. The concept of natural capital
valuation includes taking into account environmentally provided assets from both renewable (e.g. grassland,
forest, fisheries) and non-renewable resources. Included in this concept are examples such as oxygen
production, purification of water and air, prevention of soil erosion and production of food.

Business and intra-industry action

 Adopt a value chain approach based on life
cycle thinking' and a focus on resource
efficiency. Manufacturing companies should
further adopt a value chain approach based on
life cycle thinking and focus on resource
efficiency. Information and communication
technology (ICT) and service oriented companies
can enable the value chain and lifecycle thinking
to deliver innovative solutions.

1 Initiate value chain projects that capitalize on
the nexus of resource use.

 Work within corporate value chains to measure,
manage and reduce environmental impacts of
manufacturing activities, transport and
distribution, and end of life options.

 Partner with innovation agencies and innovation
incubators to drive successful implementation of
solutions.

Collaborative action

I Provide incentives and policy guidance to drive
efficiency in the use and re-use of all natural
resources (beyond carbon and energy) and
ensure access to and sustainable use of all,
especially scarce resources.

1 Incentivise companies through new policy
instruments so they can scale up and accelerate
the production of “green” technologies and
efficiency improvements to achieve economies of
scale.

i Create and deliver new platforms for public-
private collaboration at the international and
national levels including on research and
development.

1 Collaborate to educate consumers about the
importance of resource efficiency and seek to
design and offer products that help consumers
make more sustainable consumption choices and
achieve more sustainable lifestyles.

1 Promote synergistic approaches that reaffirm
the intrinsic value of biodiversity both for
society and for business.

1 Develop resource efficiency plans for e.g. water
or infrastructure.

1 Adopt the 10 Year Framework of Programmes o
Sustainable Consumption and Production (SCP).

V Life cycle thinking (UNEP) is a way of thinking that includes the economic, environmental and social conseqguences of a product or

process over its entire life cycle
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The road ahead

The growth of available scientific data and knowledge through technological advances and global data and
information systems on the state of the natural world should be known, understood, shared and utilized by
both business and governments in their planning strategies and policies.

Best practices decoupling economic growth from natural resource use exist but have yet to be
mainstreamed. Efforts need to be scaled up to identify key implementation challenges and bring solutions
and opportunities, e.g. for technological and non-technological innovation barriers.

However, in order to do so, more mechanisms and platforms will need to be created for all actors to realise
opportunities and overcome existing governance gaps.

Role of SMEs

The role that SMEs may play for resource efficiency in the value chain cannot be underestimated. Dialogue
and collaborations need to include SMEs and consider how they can leverage growing market share by
introducing their innovations in the value chain. Supporting structures, for example chambers of commerce,
can be one way to allow SMEs to gain access and more actively participate in the debate on resource
efficiency and innovation building.
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Life cycle' approach
High-level condition

A “green economy” adopts a life cycle approach which involves further minimizing the environmental footprint
of all economic activity through applying science and acknowledging emerging knowledge. The life cycle of a
product starts at raw material extraction, research on conceptual design and development of products and
services, manufacturing, distribution, use and end of life treatment options such as recycling, recovery and re-
use or re-manufacturing. At every stage of the life cycle of a product, process, technology or service, critical
guestions about costs, benefits, environmental responsibility and social impact are being addressed. A life
cycle approach also helps identify hidden opportunities and accounts for unintended consequences, spill-over
implications and competition for resources.

State of play

A life cycle involves the sequence of stages of existence, transformation and use experienced by a product
starting from the extraction of its raw materials and finishing with its end of life. The expression “cradle to
grave'®“has often been used to describe this concept. More recently, the expression “cradle to cradle?*“is used
to illustrate a true cycle and strive towards a circular economy?' that would decouple economic activity from

environmental impact.

B Life cycle: Consecutive and interlinked stages of a product system, from raw material acquisition or generation from natural resources
to final disposal (ISO 2006).

¥ Cradle to grave: life cycle, from the time natural resources are extracted from the ground and processed through each subseguent
stage of manufacturing, transportation, product use, recycling, and ultimately, disposal. (Athena Institute & National Renewable Energy
Laboratory draft 2010 from UNEP, 2011

20 cradle to cradle, concept to promote a closed loop circular process. William McDonough and Michael Braungart make the case for an
economic model that can be a ‘creator of goods and services that generate ecological, social and economic value’ (Chatham House,
2012 from McDonough, W. and Braungart, M. (2002), Cradle To Cradle: Remaking The Way We Make Things (San Francisco, CA: North
Point Press).

2 Circular economy: approach that would transform the function of resources in the economy. Waste from factories would become a
valuable input to another process - and products could be repaired, reused or upgraded instead of thrown away (Chatham House,
2012).
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The various stages of life cycle assessment need to comply with sustainable development principles. The life
cycle concept applies to the material life cycle of products and technologies, which must be managed in the
most resource efficient manner. It may also refer to the life cycle of a business activity, which must actively
manage its value chains with a new holistic mind-set. Applied properly, a life cycle approach leads to a
resource efficient, decoupled or circular economy, in other words what could also be described as a “green
economy”.

Business and intra-industry action

)l

28t

Adopt a holistic life cycle approach in designing
and developing products and services across the
value chain. In doing so, raise awareness and
focus attention on the need for all actors to deliver
on their shared responsibility to manage products
safely and responsibly at each stage of their life
cycle.

Further evolve metrics of a life cycle approach to
track and use data to manage the use of
resources and externalities within industrial
production processes (sustainable production)
and to enhance product stewardship across value
chains.

Improve existing products and develop new ones
by actively fostering dialogue and collaboration
between suppliers, customers, and other
stakeholders in the value chain, from research,
manufacturing, downstream users to logistics,
distribution and waste management. In doing so,
connect the value chain in a holistic manner and
identify the hidden opportunities for “green
economy”.

Enhance the flow of information, communication,
and uptake of product information across their life
cycle to promote informed decision making by all
actors.

ICC GREEN ECONOMY ROADMAP

Collaborative action
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Recognize the changes in the way business
operates and ensure adeqguate protection of
intellectual property to enable these linkages,
connections and exchanges.

Provide long-term, stable and transparent policy
frameworks that foster and enable product
stewardship across product life cycles.

Create mechanisms and platforms for companies
and countries to adopt a holistic life-cycle
approach that recognizes that products and
services are disbursed across many countries.
Encourage innovative industrial product designs
to support the “green economy” concept.

Foster collaboration (especially among countries)
to provide overarching industrial policy
frameworks that bring coherence in product
management between the various product stages
throughout the life cycle.

Ensure policy mixes at one stage of the life cycle
of a product do not cause unintended
consequences at another stage of the life cycle.
Integrate and foster life cycle thinking at all
levels of governmental operations.

Enhance the science-policy interface and ensure
science based classification of products and risk
assessment.



f Innovate and close knowledge gaps to achieve 1 Ensure that global best practices are

more demand driven product designs. implemented across the product life cycle.
 Further develop guiding principles and tools for

life cycle management and foster adoption,

replication and scaling up of existing best

practices across all sectors and across

geographically dispersed value chains.

The road ahead

Life cycle thinking and resource efficiency go hand in hand. All business sectors should further advance these
concepts through greening all stages along the life cycle of their products. Existing intra-industry best
practices should be leveraged to promote a life cycle mindset. Governments should actively engage to create
this life cycle mindset as it will foster sustainability.

The biggest challenge in this area is fragmented value chains and lack of governance mechanisms, both within
the chain of commerce and with governments, to promote dialogue and collaboration. Joint efforts between
governments and business therefore need to be stimulated to raise awareness, understanding and allow
integration of life cycle thinking into existing policy frameworks.

Role of SMEs

SMEs often bring innovative niche products. In some value chains, SMEs do have a unigue role in bringing the
essential niche products or technologies to improve process efficiency and close the gaps thus permitting full
life cycle approaches. Policy formulation needs to consider the SME sector, the best practices they may be
able to contribute as well as other considerations depending on local or geographical needs and
circumstances.
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High-level condition

The shift towards a “green economy” requires awareness regarding global economic, environmental and social
challenges as well as opportunities available. Greater awareness and understanding are pre-requisites for
setting priorities and action that require a shift in the global debate. It is a shared priority and challenge for all
actors, whether government?, inter-governmental bodies, business or civil society and consumers.

State of Play

As countries are at different stages of development through a diversity of national circumstances and societal
priorities, we can expect there will be numerous “green economies”. Each actor in society needs to determine
what is meaningful and relevant for sustainable development within the context of their own circumstances
and priorities.

There is already significant awareness in the global business community on “green economy” and “sustainable
development”. Leading companies have incorporated sustainability into their business strategy. However, more
needs to be done to raise global awareness to address the integration of the three dimensions (economic,
social, environment) of sustainable development.

Business and Intra-industry action Collaborative action

Y Raise global awareness about sustainability il
challenges within companies and business

organisations [

to
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