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1. Introduction
The international climate change discussions are struggling to move forward.1 It is unlikely that
there will be binding legal targets for the developed countries in the period 2012-2020.2
However, the Conference of the Parties in Doha has agreed to negotiate on a post-2012
commitment period with binding targets for the period 2012-2020. Countries are invited to
review their commitments in 2014 with a view to raising these. This agreement does not include
the US, Canada, Russia, New Zealand and Japan. Another track aims to promote a legally
binding regime that is adopted in 2015 and enters into effect in 2020, and covers both developed
and developing countries.3 Although there is progress, this does not amount to legally binding
targets that are already effective; and the issue remains very important within the context of the
earth system governance challenge. Against this background, this paper addresses the question:
Can the current recession, which is expected to last till 2018,4 help us to buy time by reducing
the emissions of GHGs? In order to answer this question, this review paper analyses the
extensive literature on the two-way relationship between climate change and the recession.
Climate change poses a major challenge to the achievement of sustainable development
particularly in view of the recent global economic crisis. The global economic recession of 2008
– 2009 was marked by recessions in major economies like the United States of America, the
United Kingdom, and the Euro-zone. The United States of America and the United Kingdom are
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on a slow path to economic recovery, while many countries within the Euro-zone like Spain and
Greece are currently still experiencing turbulent economic times. However, the International
Monetary Fund recently announced that the economic recession would last until 2018.5 Many of
the former East and Central European Countries are still in a transition process and are formally
referred to as countries with economies in transition and have a special status within the
negotiations.
This review paper examines the two-way relationship between climate change and economic
recession. Such understanding is important because the process of climate change does not pause
while countries struggle with economic recession or recovery. A preliminary search conducted
on Google Scholar produces approximately 94,700 and 14,800 results, for "climate change AND
economic recession", and "greenhouse gas emissions AND economic recession", respectively. A
similar search on ScienceDirect produced approximately 5,776 and 1,113 results, respectively.
Searches conducted on other scientific search engines produced considerably less results. The
titles and abstracts of the records produced were first quickly scanned for relevance, starting with
the most recent article. Next, containing relevant information in their titles and/or abstracts were
reviewed with varying levels of thoroughness based on the substance of the information
contained. The inclusion criteria for the publications reviewed was based on identifying trends in
the relationship between climate change and economic recession. About 60 publications were
finally focused on for this article.

2. Understanding the impacts
2.1 Introduction
2.1.1. What is recession?
Greater economic integration between countries through trade and financial flows increases the
chances of establishing a global business cycle. Two standard methods are applied for dating the
peaks and troughs both for national and global business cycles; statistical procedures and
judgemental methods. Both methods when applied to the global business cycle show four
troughs within the last fifty years, occurring in 1975, 1982, 1991, and 2008. These troughs are
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recognised as periods of global economic recession. Nonetheless, the Great Depression which
occurred in the early 1930s, out of intensified recession, is still credited as the most severe
downturn in economic activity ever witnessed in advanced economies like the United States,
United Kingdom, Germany, and France. Conversely, the sharp declines in economic activity
experienced in emerging economies in 1997-98 from which they are still trying to recover, and
later advanced economies in 2001 are however not considered global recessions because there
was growth in advanced economies and emerging markets were robust, respectively.

There is no official definition of recession, but it is generally used to describe troughs or periods
of decline in economic activity. The global economic recession of 2008 – 2009 was marked by
recessions in major economies like the United States of America, the United Kingdom, and the
Euro-zone. The United States of America and the United Kingdom are on a slow path to
economic recovery, while many countries within the Euro-zone like Spain and Greece are
currently still experiencing turbulent economic times. However, the International Monetary Fund
recently announced that the economic recession would last until 2018.6 Many of the former East
and Central European Countries are still in a transition process and are formally referred to as
countries with economies in transition and have a special status within the negotiations.

2.1.2 Research focus
Climate change poses a major challenge to the achievement of sustainable development
particularly in view of the recent global economic crisis. The current recession overlaps with the
2008-2012 commitment period for the Kyoto Protocol and negotiations for a post-Kyoto
agreement. In light of these, many researchers are studying the effect of the recession on global
climate change policy.7 Conversely, some researchers also study the impact of economic
activities on greenhouse gas emissions especially because most economies around the world are
still heavily reliant on fossil fuels.8 The major trends in the literature show sometimes
6
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contradictory trends in the effect of recession on greenhouse gas emissions, green innovation,
and climate and energy policy. The eight trends from the literature review are presented below.

2.2

Greenhouse gas (GHG) emissions

2.2.1 Recession leads to reduced GHG emissions
Most modern economies rely heavily on fossil fuel, which accounts for 81% of the primary
energy mix.9 The burning of fossil fuels constitutes the single largest source of carbon dioxide
(CO2) emissions, and approximately 60% of all GHG emissions.10 In 2004 alone, CO2 accounted
for 77% of all anthropogenic greenhouse gas emissions.11As a result of this, there is a strong
correlation between a country's level of economic growth, measured by Gross Domestic Product
(GDP), and its CO2 emissions.12 Remarkably, CO2 is also the most important GHG, because
despite the controversy around the exact atmospheric lifetime, several long-term climate models
agree that anthropogenic CO2 emissions only dissipates over “an enormously long time”, ranging
from 5 to 200 years, depending on “the different rates of uptake by different removal
processes”.13 Even future scenarios with remarkable anthropogenic climate change show large
increases in global production of fossil fuels, and consequently CO2 emissions.14
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In the absence of decoupling of economic activities from CO2 emissions, economic growth and
energy intensity remain the largest sources of GHG emissions around the world.15 This makes
limited availability of fossil fuels an important factor in reducing anthropogenic climate
change.16 In the same vein, the trough in economic activity which characterises recession has the
potential to reduce GHG emissions. This trend is evident in the aggregate GHG emissions
figures for 1990 to 2010, which show a steep decline in emissions immediately after the
economic recession of 2008 (see Figure 1). This trend is also reflected in the global figures for
CO2 emission from fossil fuels and cement production for 2008 (8, 748, 000 Mton) to 2009 (8,
626, 351 Mton).17

Figure 1 Trends in aggregate GHG emissions, 1990 - 2000 (including Land Use, Land
Use Change and Forestry (LULUFC))
Source: GHG data from UNFCCC http://unfccc.int/ghg_data/ghg_data_unfccc/items/4146.php (accessed on 12
December, 2012)
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electricity as a result of the recession led to a reduction of about 175 Mton in GHG emissions
compared to a business as usual scenario. However, similar reduction in the price of carbon
produced a contrary effect of 30Mton increase in GHG emissions compared to a business as
usual scenario. The impact of the economic recession on fuel prices also led to lower CO2
emissions of 17 Mton.18At the national level, GHG emissions in the Netherlands fell from 210
billion CO2-equivalents in 2010 to 196 billion CO2-equivalents in 2011 partly as a result of the
economic recession at the end of 2011.19 Emissions of other GHGs however remained stable.20

Although in 2008, Spain exceeded its GHG emission allowance under the Kyoto Protocol by
20.9% a recent study shows a downward trend in this figure as a result of the economic
recession, and financial crisis facing the country.21 The study shows that CO2 emissions have
fallen with lower production and energy demand. Based on an extended input-output model
developed in the study, to forecast energy demand and compute CO2 emissions linked to the
consumption of energy goods like gas, coal, and other petroleum products, it was shown that the
crisis would contain GHG emissions at - 6.81%. Further reductions to - 9.76% could also be
achieved by incorporating environmental policies, new technologies and increases in the price of
crude oil in the simulations. Hence, in the worst case scenario the model projects that Spain will
only exceed its CO2 emissions, linked to the combustion of energy goods, by 0.9% in 2012.22
Similarly, in Japan, the world's third largest economy, the seventh highest emitter of GHGs
emissions and the fifth highest emitter of CO2,23 the recession of 2008 reduced the national GHG
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emissions in 2008 to 1% above 1990 levels.24 Whereas, previously in 2007, Japan increased its
GHG emissions level by 9% above 1990 levels. At the provincial level within Europe and USA,
a recent study of GHG emissions reductions in six cities, from 2004 to 2009, also showed lower
emissions from trucks in Greater Toronto and New York City, as a result of the economic
recession of 2008.25
2.2.2 Greenhouse gas emissions (GHG) rise despite recession, possibly associated
with recovery
Although many developed countries are still experiencing economic recession, the period of
economic recovery has been characterized by a rise in GHG emissions compared to when the
recession first started. In 2010, global energy consumption figures surpassed the level of
economic growth.26 There has been a rapid rise of energy consumption in emerging economies,
and a growth above average in OECD countries.27 The amount of global CO2 emissions from
fossil fuels and cement production, for instance, increased from 8, 626, 351 Mton in 2009 to 9,
138, 791 Mton in 2010. Similarly, in USA, the reduction in GHG emissions as a result of the
economic recession in 2008 was, however, gradually reversed due to economic recovery starting
from 2010. The increase in economic activity resulted in higher energy consumption and CO2
emissions.28 This is because the economy is still fossil fuel dependent and yet to achieve
decoupling of economic growth from energy consumption.29 By 2010, 94.4 percent of CO2
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emissions resulted from fossil fuel combustion, while the remainder was due to changing land
use practices, non-energy use of fuels, iron and steel production, and cement production.30

Consequently, although the global economic recession led to a reduction of 1.4 percent in GHG
emissions in 2009, there was an average increase of 5.9% in GHG emissions by 2010.31 A new
study further predicts an average annual growth of 3.1% in global GHG emissions.32 In addition
direct energy use, indirect energy33 also plays a prominent role in future GHG emissions. Recent
predictions based on the Econometric Lifestyle Environment Scenario Analysis tool indicate an
increase in UK household real expenditure for nearly all expenditure categories
GHG emissions up to 2030.

34

and related

Only 30% of the future GHG emissions projected is attributed to

'direct energy' use by households, while the rest is attributed to 'indirect energy' through various
categories of expenditure. And although a sample of public opinion supports the consumption of
fewer goods, there is no evidence of corresponding change in consumer behaviour.35
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Figure 2 Trends in aggregate GHG emissions, 1990 - 2000 (excluding LULUCF)
Source: GHG data from UNFCCC http://unfccc.int/ghg_data/ghg_data_unfccc/items/4146.php (accessed on 12
December, 2012)

2.2.3 Implications
The first trend shows that the economic recession has had significant short term impacts on GHG
emissions by affecting production, distribution and consumption, mainly in developed countries.
Nonetheless, the second trend shows a counter-effect, possibly associated with economic
recovery since 2010. Although, in 2010, global GHG emissions by all Annex I parties reduced
by 8.9% excluding LULUCF (see Figure 1), and 14.6% reduction, including LULUFC (see
Figure 2), there was also an increase in global GHG emissions, compared to the 2009, as a result
of increased consumption of energy for economic activities. Other contributory factors include
population growth,36 growing public consumption, growth in emerging economies, and
globalisation of trade. In addition, "there is an environmental value-action gap" in the "adoption
of low-carbon lifestyles."37
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2.3 Green economy
2.3.1 Recession provides a positive potential for the green economy
The convergence of climate change, economic recession, food, and the energy crises creates very
complex problems for human development.38 As such, it is now widely accepted that climate
change is a problem that needs to be kept within limits to prevent catastrophic consequences for
the most vulnerable people in the least developed countries, but also other countries.39 Hurricane
Sandy has demonstrated that even the developed countries can be at risk from the impacts of
climate change.40 Furthermore, one of the fundamental issues in the 2012 US Presidential
elections was the economic recession, and the need to reduce the country's dependence on oil
supply from volatile parts of the world.41 Hence, climate change and the economic recession
remain very topical issues in both national and international discourse, for countries at different
stages of development.

The opinion has been expressed, by many analysts and researchers, that both problems can be
simultaneously tackled by integrating GHG emissions reductions into economic recovery
plans.42 This requires both context specific improvements at the national and local levels of
government,43 while taking into account broader developments in the industry and other external
M. Carney, “Compounding Crises of Economic Recession and Food Insecurity: A comparative study of three
low-income communities in Santa Barbara County” (2012) 29(2) Agriculture and Human Values 185 - 201; M. W.
Bloem, et al., “An Introduction to the Impact of Climate Change, the Economic Crisis, and the Increase in the
Food Prices on Malnutrition” (2010) 140 Journal of Nutrition 132S - 135S.
39
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to 11 December 2011 FCCC/CP/2011/9.
40
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(2012)http://climatecommission.gov.au/wp-content/uploads/Nov-2-Climate-Commission-HurricaneSandy-Briefing.pdf accessed on 10 December 2012.
41
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42
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and debts LSE European Politics and Policy (EUROPP) Blog (28 May 2012) Blog Entry; A. D'Aloia, ‘Climate
Change and Law: A Constitutional Perspective’. In L.Westra, C. L. Soskolne, and D. W. Spady, eds., Human
Health and Ecological Integrity: Ethics, law and human rights (Oxon and New York: Routledge 2012); B.S.
Butcher and F. Stilwell, “Climate Change Policy and Economic Recession” (2009) 63 The Journal of Australian
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Forum for the Future 2009).
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factors.44 Such integration can arguably be promoted through the green economy. The ‘green
economy’45 aims at scaling up clean energy, modern technologies and reducing waste, and it is
promoted by proponents as necessary, efficient and affordable.46 It can range from (a)
internalising environmental externalities; through (b) a systemic incorporation of environmental
challenges within the economic order; (c) linking social with economic goals; to (d) a new
macroeconomic framework that designs a pathway towards sustainable development.47
Achieving a green economy is possible by internalizing environmental externalities, investing in
green technologies and infrastructure, promoting green consumption patterns, creation of jobs in
the renewable energy sector during recovery, decarbonisation and dematerialisation of society,
and empowering society.48 But, the green economy ignores diminishing ecosystem services,49 the
new resource scarcities,50 and the need to build social resilience.51
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2.3.2 Recession can negatively influence the green economy
An examination of various international green economic policy interventions for tackling climate
change and the economic recession, such as green economy, green new deal, green growth, and
sustainable growth, reveals fundamental problems.52 These proposals are based on the paradigm
of neoclassical economics which does not question the notion of indefinite economic growth.53
As such, they are inadequate for ensuring global environmental justice and sustainability.54
At the national level, the recession brought about the credit crunch, reduction in capital
accumulation for new investments, and an uncertain business climate.55 These, in turn, affect the
pace of innovation, future supply capacities of companies, and the general development of the
green economy.56 In USA, investments in clean technology dropped to $154 million in the first
quarter of 2009 from $1 billion in the last quarter of 2008.57 The downward trend has also been
recorded in subsequent years: in 2012, venture capital investment in clean technology dropped to
$791 million compared to $991 million in the previous quarter, although there was a 2% increase
recorded in the volume of sales.58 Likewise in the UK, the economic crisis has led to budget cuts
resulting in changes to the eligibility of technologies, reduced government funding, new scales of
generation, or policy cancellations affecting renewable energy schemes such as the Feed-In
Tariff Scheme, and the Renewable Heat Incentive and Low Carbon Buildings Programme.59 This
is negatively affecting the future expansion of microgeneration.60

O. Bina and F. L. Camera, “Promise and shortcomings of a green turn in recent policy responses to the “double
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The low rates of economic activities during recession negatively affect the efficiency of weak
and unstable carbon markets, as seen in the case of the EU emission trading scheme.61 The
failure of the second phase of the EU emission trading scheme (EU ETS) was especially
exacerbated by the economic recession.62 The economic recession led to reduced energy demand
and excess permits. As a result, in February 2009, the price of European Union Allowances
crashed from €31 in the summer of 2008 to €8.63 With the option to ‘bank’ permits, the worst
emitters were able to buy at the prevailing low prices even though there would have been only a
few traders needing extra permits to meet the cap requirements; removing any incentive for the
worst emitters to change in response to the EU ETS price signals. This could also lead to
significant negative spill over effects if the third phase of the EU ETS commences with surplus
permits, with the cap set based on projected growth before the economic recession.

Furthermore, with the recovery of the European manufacturing sector by 14% higher than its
trough in 2009, as at 2011,64 there is also likely to be a continual increase in GHG emissions
from the sector. Some researchers have suggested the use of policy interventions such as price
floors, price ceilings, and price collars, in order to reduce volatility in the carbon markets.65
While price floors complement price ceilings, they can be very complex in implementation and
exacerbate inefficiencies in global emissions abatement if unevenly applied between countries.66

Another negative consequence of the economic recession on climate change is the recourse to
macro-economic policies for economic recovery, without any clear indication of how to achieve
sustainable development which meets the needs of both the present and future generations of

Z. Feng, et al., “Carbon price volatility: Evidence from EU ETS” (2011) 88 Applied Energy 590 – 598.
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Foundation 2009).
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mankind, or indications of how to reverse the trend of ‘growth-at-all-cost’.67 Even though
climate change is a prominent issue in most economic bailout plans, issues such as the
effectiveness of the measures and the real motive behind the policies remain grey areas in many
cases.68 In addition, some environmental policies also seem to be motivated by the governments’
desire to protect national industries rather than environmental objectives.69

In the case of the UK Climate Change Agreements (CCA) scheme, designed to improve the
international competitiveness of UK energy intensive industries with regards to climate change,
70

a recent study showed no evidence that firms receiving tax discounts face higher business

risks than others paying the full climate change levy.71 However, the study found evidence of a
reduction in energy consumption by those companies paying the full climate change levy. Hence,
the environmental rationale for the tax discount remains unclear, and it appears that the
government is missing out on the opportunity to collect additional tax revenues which could be
applied to reduce the budget deficit.72 Nonetheless, the CCA scheme has been extended to 2023
without any changes to the beneficiaries.73 This shows how economic instruments for
environmental regulation negatively affect GHG emissions due to the lack of proper integration
of GHG emissions reduction objectives into macroeconomic policies.
2.3.3 Implications
In theory, the economic recession presents an opportunity for the development of green
economies. This can be achieved through investments in renewable energy technology, the
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creation of jobs in the renewable energy sector, context specific improvements at the national
and local levels of government, while taking into account broader developments in the industry
and other external factors, during recovery.

But the reality is that the economic recession

presents both threats and opportunities for achieving long term sustainable development through
green economy.74 The economic recession stifles renewable energy innovation and development
of a green economy due to a reduction in energy demand, business uncertainty, and a credit
crunch. It also brings about macroeconomic policies which promote economic recovery without
any clear environmental focus. Nonetheless, integration of GHG emissions reduction strategy in
the economic recovery plans, following an economic recession, could promote sustainable social
and environmental benefits.

2.4 Climate Change Policy and Public Opinion
2.4.1 Recession and public opinion and the effect on climate change policy
There has been a considerable amount of research on the relationship between economic
conditions and concern for the environment.75 Public opinion towards environmental issues such
as climate change has an important influence on government policies. Where there is widespread
public support for climate change, the government is more likely to respond through effective
policies.76 The public could also act as stewards for the environment by opposing government
policies which might have negative environmental impacts.

Various studies have shown that of the different factors which might affect public opinion about
climate change: media coverage and partisanship, weather, and the economy, the latter has the
greatest influence.77 It therefore is important to understand the influence of the economic
recession on the public opinion about climate change. Historically in the United States, the
restrictive environmental policies of the Reagan administration, during the economic recession of
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the early 1980s, failed because they were rejected by the public.78 And, there are examples of
important environmental policies and legislations which have been enacted during tough
economic times.79 However, the trend of the influence of the economic recession on climate
change policy is similar to the influence on the development of a green economy (see 2.3.1).
Hence, climate change and the economic crisis can benefit where the public harness
environmental sustainability as a catalyst rather than a barrier to economic recovery.80

2.4.2 Negative impact on climate change policy and public attitude
Climate change raises fundamental issues of risk and uncertainty analysis communication;81
affecting government's energy policies, and public attitude towards climate change. Although
absolute denial of climate change is now less common than the perception that the effects are
over-exaggerated by scientists,82 the economic recession has changed government's priorities
towards pressing financial and social issues.83 Governments who adopt economic instruments for
environmental regulation prefer cap and trade options under which they can allocate permits to
selected industries.84 Furthermore, the cap and trade system appears to be less expensive for
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consumers than the option of carbon taxes for instance.85 Despite the inefficiencies of the
emission trading system, it is increasingly becoming a popular policy tool for pursuing GHG
emissions reductions in many parts of the world.86 This shows a preference by policymakers for
politically safe options.

The economic recession also affects public attitude towards climate change. This is because of
the commonly held public perception that GHG emissions reduction requires less economic
activity whereas people need more jobs and economic recovery.87 There is evidence, from
studies conducted in USA and the EU, to support this economic explanation of the changing
public opinion about climate change.88 The results suggest that the global recession caused a
sharp decline in the level of support for climate change, starting from 2008, whereas other
popular alternative explanations such as media bias, partisan politicization, changes in weather
did not account for "the suddenness and timing of opinion trends".89 As such, it can be concluded
that a favourable public attitude towards climate change will return with economic recovery,
however during economic recession people will not support austerity measures even where these
may be beneficial for the environment.90
2.4.3 Implications
Evidence from USA and the EU suggests that the economic recession negatively affects public
attitude towards climate change because people see climate change policy as opposed to the
much needed economic recovery. Governments who adopt economic instruments for
environmental regulation also favour politically safe options such as emissions trading, and
neglect other environmentally efficient options like a carbon tax. However, the economic
recession is predicted to last until 201891 and climate change will not pause for economic
recovery. It is therefore important for stakeholders around the world to devise innovative ways of
85
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projecting the objective of tackling climate change despite the economic crisis. It has been
suggested that a 'green new deal' which places greater emphasis on climate mitigation and
happiness, rather than GDP, as the key indicators for economic growth could be the ideal
strategy for the economic recovery.92 This would also contribute to ensure that future economic
growth does not aggravate GHG emissions. The strategies for implementing such a green new
deal need to be worked out in a paradigm of sustainable development, taking account of
economic, social, and environmental considerations in development decision making, rather than
the current macro-economic policies which do not account for limits to growth.

3. Impact on developing countries
3.1 Greenhouse gas emissions and economic growth (EKC hypothesis)
The relationship between the environment and economic growth has been widely researched,
first starting from a focus on non-renewable resources,93 material use,94 pollutants,95 and
evolving towards environmental and social sustainability.96 According to the Environmental
Kuznets Curve (EKC) hypothesis, which shows the relationship between the scale of
environmental impact and economic growth, environmental pollution will continue to increase
during the early stages of economic development until a turning point is reached in the level of
income and environmental improvements begin to occur.97 The reduction in environmental
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pollution may be related to a shift in society towards a service economy, or a reduction in the
material intensity.98 However, it is possible that there are periods of delinking, associated with a
growth in the volume of production.99 There is growing evidence of a possible ‘N’ shaped
curve100 in areas of global pollutants.101 Further elaborations of the EKC assumes that at the
level of the household, economic growth causes decline in indoor environmental pollutants at the
household-level, and, at the level of the community this relationship becomes like an inverted Ushape. However, global environmental problems such as GHG emissions continue to rise. See
Figure 3.

Ecological Economics; D. I. Stern, “The rise and fall of the environmental Kuznets curve” (2004) 32(8) World
Development 1419-1439.
98
M. Jänicke, et al., “Economic Structure and Environmental Impacts” (n 94).
99
F. Berkhout and D. Smith, “Products and the Environment: An integrated approach to policy” (1999) 9 European
Environment 174 – 185; S. M. de Bruyn, Economic Growth and the Environment: An empirical analysis
(Dordrecht: Kluwer Academic Publishers 1999).
100
J. L. Caviglia-Harris, et al., “Taking the “U” out of Kuznets a comprehensive analysis of the EKC and
environmental degradation” (2009) 68 Ecological Economics 1149-1159.
101
H. Opschoor, “Ecospace and the Fall and Rise of Throughput Intensity” (1995) 15(2) Ecological Economics 137141; S. M. de Bruyn and J.B. Opschoor, “Developments in the Throughput-Income Relationship: Theoretical and
empirical observations” (1997) 20(3) Ecological Economics 255-268; B. R Copeland and M. S. Taylor, “Trade,
Growth, and the Environment” (2004) 42(1) Journal of Economic Literature 7-71; S. Dinda, “Environmental
Kuznets Curve Hypothesis: A Survey” (2004) 49(4) Ecological Economics 431-455;UNDP, Human Development
Report 2011. Sustainability and Equity: A Better Future for All (New York: Palgrave Macmillan 2011).

19

G+R

G
G+R: Global level & economic recession
G: Global level
H: Household level
C: Community level

Severity

H
C
Increasing wealth

Figure 3 Environmental Kuznets Curve (EKC) at different levels of environmental pollution and
economic growth
Source: Based on UNDP, 2011102

The challenge of climate change therefore poses particularly negative implications for
developing economies that show less decoupling of the environment from economic growth than
do developed economies.103 There is no evidence that developing countries will be able to
replicate the economic growth of developed countries and experience a turning growth for
economic improvement in the future. Rather, it has been shown that GHG emissions reductions
in the developed countries are partly due to the export of pollution-intensive production
processes to developing countries with weak environmental regulatory regimes.104 Accordingly,
the developing countries can be expected to continue experiencing environmental degradation
102
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despite economic growth.105 The reasons range from high resource dependence, to low capital
accumulation, and institutional failures.106 In addition, there is no evidence to show that the
internal and external socio-economic conditions faced by developing countries are the same as
those which developed countries experienced during the earlier stages of their development.107

Developing countries have fared poorly with decoupling economic growth from environmental
pollution. They are more vulnerable to environmental pollution due to weak environmental
institutions,108 population growth,109 and poverty.110

The economic challenges and

environmental problems which they face are further exacerbated by climate change. Any policy
changes aimed at lowering greenhouse gas emissions through consumers' behaviours within
developed economies could reduce the standard of living in the exporting developing countries.
There is also no evidence that developing countries will reach the turning point on their EKC for
decades to come, even with economic growth. Hence there is need to take positive proactive
initiatives for environmental protection, rather than rely solely on economic development.
3.2 Reduction in ODA and new and additional resources
Another area where the global recession impacts on climate change adaptation and mitigation is
through Official Development Assistance (ODA), and new and additional assistance. ODA refers
to the official assistance provided by OECD/DAC countries to developing countries to help with
poverty amelioration and increased growth. New and additional assistance refers to the
additional resources that need to be generated to help with environmental issues. The recession
poses serious risks for development assistance to the small and poor countries most affected by
climate change. This is because aid targets are expressed as a percentage of economic size. As
such, even as the recession causes a fall in domestic revenues and increases the need for external
105
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funding of development in the poor countries, it also diminishes the volume of Official
Development Assistance which has a target of at least 0.7 per cent of Gross National Income.
However, only 4 countries have ever reached this target (Sweden, Denmark, Luxembourg,
Norway and the Netherlands).111
In 2011, donations from the Development Assistance Committee (DAC) of the OECD to
developing countries fell by nearly 3%, in relation to annual increases since 1997,and it has been
acknowledged that continuing tight budgets in OECD countries will put pressure on aid levels in
future years.112 The decline in ODA hampers the ability of the least developed and developing
countries to meet basic needs, support basic services, and tackle developmental challenges.
New and additional funding refers to the fact that assistance for environmental issues was meant
to be over and above the assistance for developmental issues. The idea was first developed
following the 1972 Conference on the Human Environment in Stockholm which led to the
establishment of the Environment Fund.113 This further led to a series of environmental funds
including for the 1983 International Tropical Timber Agreement, the 1987 Basel Convention on
the Control of the Transboundary Movement of Hazardous Wastes and their Disposal, the 1990
Montreal Protocol on Substances that Deplete the Ozone Layer, and the Climate Convention
1992. However, although there has been a proliferation of funds, the resources in these funds
have not necessarily increased as well.114 In fact, much of the money for environmental issues is
coming from diverted ODA funds. This has led to considerable discussions on the need for new
and innovative sources of funding, but decisions with respect to these sources have yet to be
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taken. The lack of new and additional resources hinders their ability to invest in climate change
adaptation and mitigation.115
3.3 Implications
The relative isolation of developing countries’ economies from the advanced capital markets has
not been a sufficient buffer.116 Although developing economies may not have been directly
affected by the economic recession, their exports are likely to fall due to the recession in
developed economies.117 To start with, many consumer goods sold in developed countries are
produced in developing countries.118 Therefore, any policy change which targets lower
consumption of consumer goods within developed economies could also indirectly reduce the
standard of living in the exporting developing countries. In addition, with the reduction in ODA
caused by the economic recession, developing countries are likely to have less access to funding
for their development needs.

4. Reinforcing nature of the trends
The foregoing trends show a two-way relationship between the economic recession and climate
change. On the one hand, reduced economic activity which characterises the economic recession
also results in reduced GHG emissions for otherwise energy-intensive economies. This could
have a positive impact on climate change policy and the development of a green economy, but
only in the short term. In the absence of capital investment in renewable energy technology, the
reduction in GHG emissions is only short-lived and reversed with the slightest economic
recovery. Furthermore, governments are unlikely to pursue strict GHG emission reduction
policies at the risk of economic recovery. This is reflected in the fact that the bail-out plans
released following the recession of the late 2000s hardly contained any environmental criteria for
115
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the macro-economic policies proposed. In addition, the public attitude towards climate change is
negatively affected by the economic recession. Studies also show a gap in the adoption of lowcarbon lifestyles by consumers; this requires long-term transformation in consumer behaviour
that can be achieved through changes in collective customs rather than the singular adoption of
reasoned action.119

On the other hand, there is poor decoupling of economic growth from the environment in many
countries. As such, despite the current economic recession, there has been a global rise in GHG
emissions since 2010 due to economic recovery and growth in OECD countries and emerging
economies respectively. This makes it impossible to count on the economic recession to deliver
any substantial gains for climate change policy and long term GHG emissions reductions. The
effect of poor decoupling is particularly evident in developing economies which are reliant on
the export of consumer goods to developed economies. Due to developing countries reliance on
environmental resources and weak environmental regulation, it is unlikely that they will be able
to reach the turning point on their EKC where they can begin to experience environmental
improvements, by investing large-scale in renewable energies. Furthermore, there is no evidence
of an EKC in relation to GHG emissions and both developed and developing country emissions
are expected to keep increasing. In addition, the precautionary approach warns of the risk of
irreversible damage if countries pursue a business-as-usual approach in the regulation of
environmental issues. The implications of the economic recession on developing countries also
extend to the achievement of long-term development goals due to reduction of ODA and new
and additional assistance.
Clearly, the economic recession cannot be relied upon to bring about the desired levels of
reduction in GHG emissions, in the next eight years.120 The intricate relationship between
economic recession and GHG emissions shows there is need to consider emissions from direct
energy use and indirect energy use when making future emission predictions or formulating
climate change policy. There is also need to adopt efficient economic instruments that produce
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reduction in GHG emissions. The funds raised in the process can be channelled into renewable
energy technology investments. Efforts should be made to create a global paradigm shift in
consumers towards consumption of less energy-intensive products, while developing countries
should be supported with sufficient funding, technological support, and trade laws which can
enable them achieve the turning point on their EKC in the near future. This is only possible
through directional (promoting ideas and pilot projects to demonstrate feasibility) and
instrumental (building coalitions of like-minded actors) leadership at multiple levels of
governance.
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