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A shock to the system

Source – World Bank

Crisis Severity and Growth Contractions, 1871–2020

https://openknowledge.worldbank.org/bitstream/handle/10986/34462/Recovery-from-the-Pandemic-Crisis-Balancing-Short-Term-and-Long-Term-Concerns.pdf?sequence=1&isAllowed=y
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A shock to the system – Employment

Collapse in the number of hours people work



Unemployment in select LAT AM (%)
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A shock to the system – Commodity Prices



WHERE DO WE GO FROM HERE?
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Nature in 

distress –

fire sale?



LIQUIDATING NATURAL WEALTH

Source:  Inclusive Wealth Report, 2019.

Trend in per capita inclusive wealth (global) for 1992—2014
20
20+



Source:  World Inequality Report, 2018.

…AND DECLINING PUBLIC WEALTH

The rise of private capital and the fall of public capital in rich countries 1970 — 2016

Value of net public and 

private wealth 

(% of national income)
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Ballooning debt, deflated fiscal space 



WHERE DO WE GO FROM HERE?
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Higher 

public 

investment 

needed
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Smarter public investment needed
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How are we doing? Green stimulus index
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The opportunity

• Green fiscal policy reform indispensable for most low and middle-

income country contexts – high debt burdens, falling private investment 

and public tax receipts reduce fiscal space for financing green recovery.

• Shift taxes - from employment towards pollution.  Example: 2.4% of EU 

GDP and 6.0% of total EU government revenue from taxes and social 

contributions in 2018 came for ENV taxation. (EC)

• Repurposing $478 billion/year in fossil fuel subsidies is a massive 

opportunity (OECD/IEA). Same could be said for massive ag subsidies.

• Another is to join 77 countries, states or cities now applying a price on 

carbon, covering about 20% of global emissions (WRI)
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The opportunity

Calls on governments to commit 

to a 5-10-year strategy of public 

investment + pricing reforms to 

catalyse the green structural 

transformation needed for a 

sustained economic recovery.
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The opportunity – key considerations

✓ Carefully design tax base to target pollution

✓ Gradually increase tax rates through pre-announced ‘escalators’

✓ Keep in mind administration and compliance costs

✓ Identify impacts on social groups and introduce targeted compensatory 

measures

✓ Carefully consider revenue use options

✓ Stakeholder consultation and clear communications

✓ Implement complementary policies and nudging to stimulate needed 

systemic and behaviour changes
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https://greenfiscalpolicy.org/policy_briefs/unep-policy-brief-on-building-back-better-role-of-green-fiscal-policies/

