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Introduction

The world is at an inflection point that will shape 
the future of our societies and the planet for the 
next century and beyond. The COVID-19 pandemic 
has impacted our socio-economic systems at a 
scale unprecedented since World War II. Across 
countries, much of the progress achieved in the 
past decades in eradicating poverty and hunger 
has been erased in just a few months, and recovery 
from the pandemic is set to be unequal across 
countries primarily because of asymmetrical access 
to vaccines. Inequalities within countries – already 
on the rise – have been dramatically exacerbated, 
as vulnerable workers were pushed out of labour 
markets while asset owners saw the value of their 
wealth rebound quickly and increase.

While we struggle to recover from the impact of 
the pandemic, we are also seeing, year after year, 
the increasing impact of human activities on the 
planet, in terms of climate change, degradation 
of nature and biodiversity loss. The significant 
investments driven by the public sector to sustain 
the recovery and the disruption to traditional socio-
technical systems are an opportunity to accelerate 
the transformation of our economy towards more 
sustainable and inclusive paradigms. 

Within this context, this paper, by Professor 
Lord Nicholas Stern and Hans Peter Lankes, 
provides a framework and a set of concrete 
proposals to guide multistakeholder action 
and inform the World Economic Forum’s 
Sustainable Development Impact Summit 
2021, held in Geneva, 20–23 September.

To “build back better” and foster broader 
economies and societies we need a common 
vision and common targets for governments and 
businesses, an immediate broad-based recovery 
that leaves no one behind and an urgent shift in 
our economic and social models to ensure greater 
sustainability and inclusivity. 

The World Economic Forum’s Sustainable 
Development Impact Summit provides a platform 
for such alignment. Civil society organizations, 
business, government, innovators, social 
entrepreneurs and the younger generation will 
come together to form the partnerships and 
alliances needed to transform — from vision 
to reality — a more equitable, inclusive and 
sustainable future. We call on all actors to join this 
movement. The time to act is now. 

Klaus Schwab 
Executive Chairman of the 
World Economic Forum

Saadia Zahidi 
Managing Director

Shaping an Equitable, Inclusive  
and Sustainable Recovery:  
Acting Now for a Better Future

September 2021
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Looking Back –  
An Unsustainable Path

1

The need to change course
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Pandemics and wars place deep stress on  
societies and economies. They can transform what 
is possible both economically and politically — not 
only through the losses, destruction, dislocation, 
and the long shadows they cast into the future, 
but also through the desire to build something 
that can make the hardships more acceptable or 
understandable, to reflect on what brought about 
the traumas, and to make use of the creativity or 
lessons that emerge from the crises themselves. 

As the COVID-19 crisis continues, there is a 
widespread and profound realization that we 
must “build back better and broader”, and an 
understanding of the great danger, difficulties 
and fragilities of the economies and societies we 
have created. And there is a realization that the 
crisis arrived on the back of forces and trends in 
our societies and economies that were becoming 
unsustainable — in terms of the environment, 
distribution and inclusion, and resilience. 

Now is the time for decisive change, for shared 
understanding and shared action. The challenge is 
to rebuild and recover from the pandemic in a way 
that creates sustained growth and transforms our 
economies, redressing the social and ecological 
imbalances of our current global economic model. 
This paper frames the debate and outlines a 

programme to help inform the World Economic 
Forum’s Sustainable Development Impact Summit 
2021. It aims for a multistakeholder audience and 
has a particular focus on the private sector and the 
state coming together. Yet, other actors will need to 
join in.

First, we look back at key achievements of our 
economic model, as well as its unsustainability. 
Then, we introduce and describe a framework for a 
more sustainable, inclusive and resilient growth path 
for society. The framework distinguishes short-term 
recovery needs, the social agenda and the priorities 
for economy and the environment. Finally, the paper 
ends with a discussion of how different actors 
should engage and collaborate in this common 
endeavour.

The world has witnessed historically unparalleled 
growth and prosperity since World War II. Poverty 
has declined more rapidly than at any time in 
recorded human history. Life expectancy today 
is longer than ever before. Progress has relied 
on rapid productivity growth, driven particularly 
by technology, human capital and, more 
fundamentally, by enlightened global collaboration 
and institutional convergence on an embrace 
of the market economy and openness to trade, 
investment and ideas. 
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But many features of this global economic 
expansion have been deeply damaging. 
Financialization and the short-termism of markets 
have been to the detriment of sustainability in 
the economy, environment and society. We are 
witnessing climate change, high levels of local 
air pollution, the depletion of nature and loss of 
biodiversity and zoonotic pandemics: “Human-
induced climate change is already affecting 
many weather and climate extremes in every 
region across the globe. Evidence of observed 
changes in extremes such as heatwaves, heavy 
precipitation, droughts, and tropical cyclones, 
and, in particular, their attribution to human 
influence, has strengthened since AR5 [2013].”1

While economies have indeed grown, in many 
countries so have extreme inequalities of income 
and wealth, resulting in an erosion of societal 
cohesion. The poorest people are most vulnerable 
to the impacts of climate change, local air pollution 
and biodiversity loss. Trust in politics and institutions 
has weakened, reflecting a loss of shared values. 
In fact, the population share dissatisfied with 
the idea of democracy rose by one-fifth since 
2005, to 58% in 2020—the “Global Democratic 
Recession”.2 These problems are experienced 
not only by many advanced economies, but also 
by emerging economies as well as the global 
community as a whole. While recent decades have 
seen a slowdown in the drivers of growth (including 
productivity and investment) the economic, 
environmental and social downsides of this 
slowdown have been accelerating. 

Well before the COVID pandemic there was an 
understanding of the need for change. The world 
adopted the UN Sustainable Development Goals 
(SDGs) and the Paris Climate Agreement in 2015. 
These targets reflect common, global ambitions 
for countries across the income spectrum. The 
50th World Economic Forum in 2020 issued a 
watershed Manifesto on the Universal Purpose 
of a Company in the Fourth Industrial Revolution: 
“The purpose of a company is to engage all its 
stakeholders in shared and sustained value creation 
[… The company] fulfils human and societal 
aspirations as part of the broader social system. 

Performance must be measured not only on the 
return to shareholders, but also on how it achieves 
its environmental, social and good governance 
objectives.”3

Going into the Sustainable Development Impact 
Summit 2021, momentum around goals and targets 
is growing, especially when it comes to climate 
change. Just 2-3 years after the concept first 
gained traction, one in five of the world’s largest 
publicly listed companies, as well as countries 
representing 61% of emissions and 56% of the 
global population, have adopted net zero targets for 
greenhouse gas emissions (GHGs).4 The Glasgow 
Financial Alliance for Net Zero (GFANZ) in April 2021 
signed up 160 financial firms that are collectively 
responsible for $70 trillion of assets. C40 Cities, 
a network of world megacities committed to 
addressing climate change, is similarly aligning 
action around the Paris goals.5

These commitments give hope, but action is 
already falling far behind intentions. We are not 
(yet) sufficiently fast, decisive, comprehensive and 
united to adequately redress societal distortions 
and avoid a climate calamity. Worse, the pandemic 
has shaken the foundations of our long-standing 
economic model and has exacerbated some 
of its pathologies. Both poverty and billionaire 
incomes have grown, racial and gender inequalities 
in labour markets have grown, and educational 
losses will leave lasting scars among those who 
have not been able to become more digitally 
connected.6 We’ve seen globalization of the virus, 
but nationalization of the vaccine. The result will 
be disparate recoveries and deepening cross-
country inequalities for years to come. While fiscal 
action has often offered decent safety nets, climate 
change and environmental issues have as yet 
been seriously neglected in pandemic rescue and 
recovery initiatives.7 The OECD estimates that, 
among recovery package across 43 countries, 
only around 17% of spending can be classified 
as green measures.8 And environmentally positive 
spending is evenly matched by spending on 
measures categorized as having mixed or negative 
environmental impacts. This is hardly a promising 
basis for “building back better”.

 Commitments 
give hope, but 
action is already 
falling far behind 
intentions. We 
are not (yet) 
sufficiently decisive  
and united.
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Looking Forward – 
Building a Better Future

2

The next decade will be decisive

Shaping an Equitable, Inclusive and Sustainable Recovery: Acting Now for a Better Future 7



That the next decade will be decisive was already 
clear before COVID-19. But the pandemic has 
brought home the immediacy of our vulnerability 
to global environmental risks, and its impact has 
brutally highlighted the inequities of our system, 
both domestically and globally. At the same 
time, the pandemic has also brought hope, as 

well as an appreciation of solidarity, leadership 
from business, government acting with strength 
and at scale, and a deeper understanding of our 
mutual connectedness and shared vulnerability. 
“Building back better and broader” has become 
both more urgent and more feasible.

The challenges to the economy, environment and 
society are global challenges. In the same way that 
global collaboration and convergence have enabled 
past decades of material progress, the challenges 
to this model, and building a new one, will require 
numerous stakeholders to come together and act in 
concert. The goal is to recover rapidly and achieve 
strong long-term growth that’s ecologically sustainable 
and economically and socially inclusive and resilient. 
The SDGs and the Paris Agreement, agreed to by 
more than 190 states, provide guideposts, embodying 
values and principles for the new era. At a time of 
growing international division and threats to the global 
order, these are themes than can and should unify.

The new path doesn’t mean trading off prosperity 
for abstract principles. The perception that the 
current generation would be asked to somehow 
pay for its sins has burdened the discussion 
and weighed down the psychology of change. 
Quite to the contrary: charting a new course will 
enable more comprehensive use of all assets 
(human, natural, physical, social) within planetary 
and societal boundaries. Today’s inequality 
and market failures mean that capacity, talent 
and potential resources are wasted, while 
others are consumed in unsustainable excess. 
Sustainability, rooted in new technologies and 
practices, is driving a new industrial revolution. 

Therefore, change — inclusive, efficient, dynamic 
and green — is about opportunities for people,  
the planet and business. It is not about burdens  
on growth. These opportunities will power the next  
big global leap forward. 

To realize these opportunities, we collectively need: 

1.	 A common horizon and common targets that 
interact and reinforce each other.

	– Generate convergence around a more 
inclusive, fairer, more appealing form of 
growth and rising living standards. 

	– Design strategies towards zero-carbon  
and climate-resilient economies and for  
the stewardship of global commons.9 

2.	 A broad-based recovery that leaves  
no one behind. 

	– Deploy the COVID-19 vaccine globally  
and rebuild health systems. 

	– Bring children back to school and mitigate 
disruptions in learning, and prevent the 
“scarring” of job seekers. 

Framework for a new sustainable, inclusive  
and resilient growth path

2.1

Common vision 
and targetsA.

Broad-based 
recovery that leaves 
no one behind

B.

A better and more resilient 
society, promoting inclusion, 
building social capital, and 
addressing the root causes 
of inequality

A better economy, climate 
and nature: build physical, 
human and natural capital 
for sustainable growth

C.

D.

Framework: a new approach for a sustainable, inclusive and resilient growth pathF I G U R E  1
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	– Maintain job-rich, investment-driven economic 
stimulus until growth is robust, while setting 
the framework for fiscal sustainability. 

Act jointly, internationally and in a coordinated 
manner, to address the uneven recovery.

3.	 A better and more resilient society, promoting 
inclusion, building social capital and addressing 
the root causes of inequality — demographics, 
opportunity, policies and institutions. 

	– Rebuild the social contract around access 
to education, health and both young- and 
old-age care. 

	– Ensure distributional fairness and  
cohesion at work. 

	– Rebalance the progressivity of fiscal  
revenue and expenditure. 

	– Create a partnership of stakeholders  
to build trust and promote agency.

4.	 A better economy, climate and nature to 
build physical, human and natural capital for 
sustainable growth. By enabling: 

	– The public sector — the foundational actor 
— to provide infrastructure and guardrails, 
rebalancing incentives and policy towards 
sustainability and innovation. 

	– The private sector to seize the opportunities, 
driving responsible transformation, boosting 
investment and harnessing technologies. 

	– The financial sector to align with long- 
term goals. 

	– International and regional cooperation  
to forge a common path.

There is more to social, environmental and 
economic change than can be captured in this 
framework - but these core components form  
a solid foundation.

A new approach to the global economy and the 
environment would foster a more cohesive society 
- but it also requires cohesion for its creation. The 
last few decades have seen a greater understanding 
of the meaning of well-being and what it takes 
to develop a more cohesive society. These key 
dimensions of development are embodied in the 
UN Sustainable Development Goals (SDGs) 
agreed to in 2015 by more than 190 countries. The 
goals relate to poverty, income, employment and 
good health; education; environment (including 
climate, water, oceans and biodiversity); reducing 
inequalities, including gender; and peace, security 

and cooperation. They are a significant advance 
— in terms of sustainability in particular — on the 
Millennium Development Goals adopted in 2000, 
which were at the time a major advance on what 
was until then a narrow global focus on GDP. Further 
detail as well as further commitments on climate 
change were agreed to in the Paris Agreement 
adopted at the United Nations Climate Change 
Conference (COP21), also in 2015, supplemented 
by growing momentum on biodiversity. 

Box 1 outlines progress and achievements since 
the enactment of the SDGs.

Common horizons2.2

The UN Sustainable Development Solutions 
Network (SDSN) created the SDG Index with 
the goal of assessing each country’s overall 
performance on the 17 SDGs, giving equal weight 
to each Goal. In 2020, for the first time since the 
2015 adoption of the SDGs, the global average 
SDG Index score has decreased, including in 
OECD countries. This decline was driven to 
a large extent by increased poverty rates and 
unemployment. Before the COVID-19 pandemic, 
the world was making significant progress on SDG 
1 (No Poverty) and SDG 9 (Industry, Innovation and 
Infrastructure). Overall, by 2018 the percentage 
of people living in extreme poverty had decreased 

by 1.4 percentage points globally since the 
adoption of the SDGs in 2015, but COVID-19 has 
led to a reversal in progress on SDG 1. Global 
investment in research and development has also 
grown, although with significant gaps between 
high-income countries and the rest of the world, 
contributing to progress towards SDG 9 (Industry, 
Innovation and Infrastructure). By contrast, even 
before COVID-19, many parts of the world were 
progressing too slowly or experiencing reversals in 
progress towards SDG 2 (Zero Hunger), SDG 12 
(Responsible Consumption and Production), SDG 
13 (Climate Action), SDG 14 (Life Below Water) 
and SDG 15 (Life on Land). 

Progress towards different SDGs10B O X  1
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SDG7: Affordable and 
Clean Energy 
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Shaping an Equitable, Inclusive and Sustainable Recovery: Acting Now for a Better Future 10



These overarching notions of well-being, 
development, just social systems and sustainability 
are the guideposts to establish a vision for a better 
world, capable of anchoring growth strategies and 
of driving policy, corporate planning and civil society 
agendas. They have informed a shift towards a 
broader set of targets for businesses and policy-
makers beyond profits and GDP.11 Yet, to serve as a 
dynamic force behind change they need continuous 
affirmation, and for stakeholders to come together 
around an understanding of where the old model 
has failed, what to aim for and how to get there. 
Nurturing this common vision across all actors would 
be a powerful engine for change and for ambition in 
implementing change. Development of  
a common vision is therefore as much a process  
as it is a set of results. 

What emerges is a vision of sustainable and broadly 
inclusive growth - while building human capital, 
replenishing nature and limiting global warming - 
along with a process that restores trust in society 
through participation and agency.12 

The outlines of this vision are much clearer in some 
areas than in others. The UN Intergovernmental 
Panel on Climate Change (IPCC) process has 
produced increasingly detailed guidance and 
targets for mitigating and managing climate change:

	– We know that we need collective pledges 
to net-zero emissions by 2050 at the latest 
if the world is to have a fighting chance of 
limiting global warming to less than 1.5°C. As 
noted, there has been progress, with growing 
numbers of countries, corporations and financial 
institutions pledging to achieve net zero. But all 
stakeholders must pledge — there is no room 
for compromise on the climate. 

	– We also know that we must translate net zero 
into long-term strategies, specify targets for 2030 
and reflect these in revised Nationally Determined 
Contributions (NDCs) ahead of the 2021 United 
Nations Climate Change Conference (COP26) in 
Glasgow beginning in October. Pledges for dates 
far into the future are not enough to inform action 
today. Policy-makers and investors need to be 
able to recognize a path and gauge commitment 
around milestones. 

	– Just as important as the reduction of GHG 
emissions is the design of strategies for 
adaptation and resilience and for the environment 
and biodiversity, casting abstract visions into 
concrete and near-term targets. There is growing 
support for a global target to protect 30% of 
land and ocean areas by 2030, accompanied 
by appropriate domestic targets. As with climate 
change and emissions, part of this task must 
be to better understand the value of nature for 

human well-being and progress. The valuation 
of natural capital should reflect the full range of 
environmental, health and economic benefits. 

Targets and paths are crucial to guide timely 
decisions, even though they are evidently the 
reduced expression of a much richer story. Their 
narrowness might cast this agenda in an onerous 
light; indeed, in the climate change arena, skewed 
perceptions of costs and benefits have been a huge 
impediment to public action. The vision and narrative 
must systematically highlight the opportunity that 
comes with the new path — not just the costs that 
are all too easily associated with targets. 

Apart from climate change, the global community 
lacks a broad and comprehensive framework and 
consultative process. There is no IPCC for SDG10 
(“Reduce inequality within and among countries”), 
and no COP for inclusion. Nevertheless, it is clear 
what the critical work programme should be in 
forging a common vision.

Inequalities persist and the pandemic is 
exacerbating existing inequalities within and among 
countries.13 Stakeholders should, jointly, strive 
for a more precise understanding of the drivers 
of inequality and exclusion and how to address 
them. Despite widespread acknowledgement of 
these realities — including widening income and 
wealth gaps in many countries, low or declining 
social mobility, and the poorest and most fragile 
states falling further behind — and support 
for SDG 10, there is still much further to go in 
this regard. Institutions, policies, exclusionary 
practices and other factors that often differ across 
countries might explain iniquities. So, too, might 
demographics, technology and globalization.

Shared understanding is the foundation of a 
shared vision and strategies — around equality of 
opportunity across gender, race and geography,  
or the distributional incidence of fiscal action. There 
may be a need for national dialogues on equitable 
access to education and health — and there is 
certainly urgency to recognize the growing needs 
related to ageing. 

The common vision for a better economy, 
environment and society must be widely owned, 
and the responsibility to design it broadly shared. 
The SDGs and climate targets are not just for 
governments. Industry groups, civil society, labour 
and other actors should build the future on the same 
foundations, with business forging convergence 
around the purpose of the corporation and 
translating it into models of governance that support 
a balance of targets. Existing initiatives by the World 
Economic Forum and the Business Roundtable are 
encouraging, but need to be continued, widened 
and brought together with other efforts.

 What emerges 
is a vision of 
sustainable 
and broadly 
inclusive growth 
- while building 
human capital, 
replenishing nature 
and limiting global 
warming.
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The COVID-19 pandemic is not over. We must not 
be blinded by the successful vaccine roll-out and 
economic rebound in rich countries. According to 
the International Monetary Fund (IMF), “vaccine 
access has emerged as the principal fault line 
along which the global recovery splits into two 
blocs: those that can look forward to further 
normalization of activity later this year (almost 
all advanced economies) and those that will 
still face resurgent infections and rising COVID 
death tolls.”14 Global output is now projected to 
grow at 6% and 4.9%, respectively, in 2021 and 
2022, after declining by 3.2% in 2020. The past 
few months have seen prospects improving in 
advanced countries, reflecting the vaccine roll-out 
and substantial fiscal packages, but worsening 
in middle- and low-income countries as the Delta 
variant of the virus prolongs uncertainty and 
stop-go economies. In low-income countries, 
just under 2% of the population has received 
one dose of a vaccine (see Figure 2). 

This dichotomous recovery risks amplifying the 
regressive distributional impact of the pandemic. 
Although the impact on cross-country income 
inequality is complex,15 the pandemic has 
exacerbated within-country inequality by hitting 
some groups — including fragile workers, those 
living in poverty, women, racial minorities and 
lagging regions —disproportionately hard, both in 

terms of lives and livelihoods. The number of people 
living in extreme poverty grew by around 120 million 
in 2020.16 At the same time, wealth at the top of the 
global distribution shot up as central bank liquidity 
boosted asset markets. At least as importantly, 
the virus is likely to leave lasting scars on human 
capital. Learning losses from school closures 
have undone much of the educational progress 
achieved in recent years. At least 24 million children, 
predominantly girls, might never return to school. 
The losses are especially pronounced among 
children from poor and vulnerable backgrounds 
who have been unable to access digital and 
other learning alternatives. In total, according 
to the World Bank, children affected by learning 
losses stand to lose $10 trillion in future lifetime 
earnings — equivalent to 8% of global GDP.17

Yet, no country can hope to insulate itself. As long 
as the virus is allowed to thrive anywhere, there is 
the prospect that it will keep developing variants, 
building vaccine resistance, spreading across the 
globe and upending economic recovery. To end 
the pandemic anywhere it must end everywhere. 
There is a need to act globally, to build on positive 
steps towards improved cooperation — but to go 
further and do so far more decisively. The world 
must act on vaccines and on human capital, shift 
economic interventions from rescue to recovery 
and act internationally to support poorer countries.

Completing the rescue, enabling recovery2.3

Note: Data for China added 10 June 2021. 
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Roll out vaccine globally

Address human capital impact

Shift from economic rescue to recovery

The single most important step now, that 
promises by far the highest payback in terms of a 
sustained global recovery as well as human capital 
restoration, is to accelerate the global roll-out of 
vaccines and treatments — based on principles of 
common humanity and mutual responsibility, as well 
as self-interest. This is a challenge that the public 
and private sectors can and should meet jointly, 
with funding and planning by public institutions and 
logistical and implementation assistance by the 
private sector, especially in poorer countries.

The aim must be to have vaccinated at least 
40% of every country’s population by the end of 
2021, and 60% by the first half of 2022.18 Most 
low-income countries rely primarily on collective 

vaccine procurement vehicles such as COVAX 
and the African Vaccine Acquisition Trust (AVAT) 
— which had delivered fewer than 100 million 
doses to about 90 countries as of mid-2021. G20 
Finance Ministers and other bodies have stressed 
that strong international cooperation is needed, 
including support for the Access to COVID-19 Tools 
(ACT) Accelerator and its COVAX facility, but follow-
through is lagging. As of early September 2021, an 
immediate priority is closing the remaining $16.6 
billion bilateral funding gap of COVAX for 2021. 
These funds represent a tiny fraction of high-income 
country fiscal support during the pandemic and 
would yield extraordinarily high returns for humanity 
and the global economy.19

Combined with the vaccine response it will be 
essential to address the skewed health and 
education impact of the pandemic. The immediate 
challenge is to secure delivery of health services 
targeted to the poor, with a focus on fundamental 
programmes that were disrupted by the pandemic 
—disruptions with consequences for public 
health as severe as those of COVID-19 itself. 
Priorities will differ by country and income levels, 
but might include immunization and child nutrition 
programmes, maternal and reproductive health 
services, infectious disease control programmes and 
increased screening for noncommunicable diseases.

Throughout, efforts should focus on the 
repercussions from the lockdown, which includes 
a surge in gender-based domestic violence.20 This 
is not a responsibility that should be left to the 
public sector alone: business can be proactive 
and effective, for instance, in tackling gender-
based violence by shaping culture and norms at 
work and recognizing and supporting victims. 
In fact, several international financial institutions 
issued a guide that sets out the business case 
during the pandemic in 2020, at a time when this 
pathology was spreading.21 Similarly, in supporting 
the recovery, there should be a resumption and 

expansion of child and elderly care services to 
support women’s re-entry into the labour market. 
Women, far more than men, have been pulled out 
of the labour force during the pandemic to care 
for children and elderly relatives—two-thirds more 
often than men according to a UK estimate.22 
Globally, closing the gender gap has been 
delayed by a generation from 99.5 years to 135.6 
years.23 It is clear that businesses can and should 
complement public solutions in these areas.24

Urgent action as part of the recovery is also needed 
on education, which has been a major victim of 
the pandemic response. The return to school 
everywhere takes place under the shadow of 
new virus surges. Schools need support to meet 
safety standards and to design learning recovery 
programmes and measures specifically aimed at 
retaining or winning back the predominantly poor 
students at risk of dropping out — with special 
attention to girls. The World Bank recommends pro-
poor provision of school supplies, school feeding, 
cash transfer programmes with soft conditionality, 
scholarships and girls’ empowerment support, 
as well as assistance for teachers in personalized 
teaching and accelerated learning.25 

The COVID-19 pandemic is causing historically severe 
shocks, both human and economic. The global fiscal 
response, largely for rescue and short-term support, 
has been equally unprecedented, with a global total 
of $16 trillion to date for health measures and to 
support incomes, employment and financial lifelines 
for businesses.26 However, the capacity to act has 
differed enormously, in a way that will also skew the 
recovery. Advanced economies spent one-fifth of 

their 2020 GDP on fiscal support for their people and 
economies, and an additional 10% of GDP on loans, 
guarantees and equity.27 Fiscal support in emerging 
markets was about 5% of GDP, and in low-income 
countries (LICs) only 2%. While advanced countries 
are now rebounding fast, there is no rebound 
happening in LICs.28 A range of developing countries 
are having to prioritize fiscal consolidation even though 
their recovery falls short. A broad, global recovery 

 The immediate 
challenge is to 
secure delivery 
of health 
services targeted 
to the poor.
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requires an urgent, concerted international effort to 
tackle the debt, fiscal and financing constraints of 
emerging market and developing countries.

The initial policy focus on health and economic 
rescue — i.e. the need to support people’s lives 
and livelihoods and keep businesses solvent during 
the global pandemic — was of course necessary 
and understandable. With the roll-out of effective 
COVID-19 vaccines, however, the focus should 
shift decisively towards economic recovery. Though 
both rescue and recovery require public resources 
and debt, recovery seeks to drive investment and 
growth and is the most promising way of achieving 
fiscal stability over time, through growth that is 
strong and sustained and not at risk of faltering.29 
It is encouraging that programmes such as 
NextGenerationEU and the American Jobs Plan  
are beginning to take this longer-term view. 

The macroeconomic framework supporting 
recovery efforts, including the fiscal stance, 
should be geared towards enabling a significant 
increase in investments. Specifics will differ across 
countries and income groups, but frontloading a 
public investment push, on the order of 1–2% of 
GDP and initially financed by public borrowing and 
declining in the outer years of the 2020s, would:30 

	– Generate infrastructure and other 
capital in support of long-term growth, 
sustainability, resilience and inclusion

	– Provide, in the short term, a fiscal impulse 
for the recovery, supporting demand in 
job-rich sectors while building growth 
expectations for private investors

	– Create the foundation for complementary 
private investment and raise expected 
returns to that investment.31

The fiscal multiplier – the overall impact on GDP 
– of an increase in public investment tends to be 
higher than for other government expenditures or 
tax reductions.32 Modelling by the IMF suggests 
that a green public investment impulse, combined 
with expenditure-switching and other policies, 
would help set economies on a sustainable and 
strong long-term growth trajectory, with public 
investment providing early support for recovery.33 

Public debt remains affordable in many economies 
— across income groups — because interest rates 
are so low. Interest on general government debt 
as a share of GDP is clustering around 2%. For 
advanced and emerging market economies, this is 
lower than it has been for decades despite growing 
debt.34 Low rates continue to be priced into forward 
bond yields, suggesting confidence that inflation 
will remain reasonably subdued.35 Nevertheless, the 
current favourable borrowing environment will not 
last forever. The time for discretionary fiscal tightening 
and consolidation is when the motor of the private 
economy is comfortably running, generating jobs and 
increasing wages, growth and public revenues.36 

Most advanced economies have the fiscal space, 
given the current low-interest environment, to 
implement an investment-led stimulus and growth 
programme. However, many emerging market and 
low-income countries do not have the necessary 
market access; many entered the COVID-19 crisis 
with high debt and limited resources. Yet, only a 
shared, global recovery can be truly vigorous and 
sustained — and ethically acceptable. In addition 
to global vaccine cooperation, there is an urgent 
need for international support to address financial 
constraints to recovery, especially in the poorest and 
most vulnerable countries. Several ideas and initiatives 
are already on the table and should be advanced 

(see Box 2). Stepped-up finance must come from 
multilateral, official bilateral and private sources.

And finally, it is worth underlining that a vigorous 
recovery relies on an open trading system. Disrupted 
supply chains during the pandemic dragged the 
global economy down even further. The good news 
is that global trade volumes are now projected to 
rebound 9.7% in 2021, then moderate to 7.0% in 
2022.37 Recourse to renewed barriers would prevent 
the spread of ideas and global scaling of solutions 
and drive wedges into broader global cooperation. 
Facilitating trade and ensuring market access will in 
turn add further to demand stimulus. 

	– The recent allocation by the IMF Board of 
Governors of $650 billion in Special Drawing 
Rights (SDRs) will provide important liquidity; 
its value would be considerably enhanced if, as 
encouraged by the G20 Venice Communique of 
Finance Ministers, a significant share of SDRs 
would be channelled to the neediest countries. 

	– Full implementation of the G20 “Common 
Framework for Debt Treatments beyond the 
DSSI” would facilitate timely and orderly debt 

treatment with broad creditor participation. In 
this context, there should be consideration of 
debt-for-nature and debt-for-climate swaps. 

	– Furthermore, shareholders should request 
and enable the MDBs to scale up support 
for (green) recovery through the proposed 
accelerated IDA replenishment, more effective 
use of MDB balance sheets and MDB capital 
increases where appropriate. 

International financial support for recovery in lower-income, more vulnerable countriesB O X  2
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5%

The Sustainable Development Goals set out a vision 
of inclusive development, declining inequality and 
political and institutional accountability. But even 
under the old global economic model, the world 

has been moving away from this vision. Rising 
inequality within countries and a growing sense of 
precariousness have been social megatrends well 
before the pandemic.38 

Though across countries incomes have been 
converging,39 within countries they have been 
diverging sharply since the 1980s, with extremes 
that – if allowed to continue – would herald 
dystopian societies. Of the addition to national real 
income between 1980 and 2016, the population 
in the top income decile captured 67% in the 
United States and Canada, while the bottom 
50% garnered virtually zero. In fact, its income 
share declined from 21% to 13%. Distributional 
inequality elsewhere has been less extreme, but 
also significant (Table 1).40 While global forces such 
as technology and trade are factors behind these 
trends, it is clear from the cross-country differences 
that national policies determine outcomes.41

Social mobility is another troubling indicator. While 
countries differ in their experiences, globally, social 
mobility has been decreasing and income inequality 
increasing from one generation to the next.42 The 
World Economic Forum’s Global Social Mobility 
Index shows how low social mobility entrenches 
historical inequalities and higher income inequalities 
have fuelled lower social mobility.43 

The upshot of these trends has been widespread 
public discontent with economic conditions, a 
growing sense of inequity and unfairness, and 
the “global democratic recession” mentioned 
earlier. Further, there has been a societal split: 
between those, better-educated and better-
off for whom the system is working and who 
trust it — and those, for whom it isn’t working 
and who don’t trust it.44 Politically, it has been 
accompanied by new forms of nationalism and 
extreme polarization.45 And the pandemic has 
further exacerbated some of these trends. 

To remedy this situation, societies — with 
governments, business and civil society all called 
upon to act — must address the sources of 
inequality and insecurity. The challenge, however, 
is to design a new socially and ecologically 
sustainable economy. There is a need to act along 
four dimensions for a decisive shift in approach: 1) 
tackling insecurity, 2) creating access and improving 
social mobility, 3) reassessing the distributional 
impact of public finance, and 4) implementing a 
stakeholder approach to business.

Building a better society — Investing in people, 
promoting inclusion and building social capital

2.4

Share of national real income growth captured by income groups,  
selected countries, 1980–2016

TA B L E  1
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Purchasing Power Parity 
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of living between countries. 
Values are net of inflation.
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Tackling insecurity and sharing risks

Declining faith in both capitalism and the fairness 
of institutions is linked to fears about the future. 
Middle-income households have been particularly 
vulnerable in recent decades, battered by the 
steep rise in the prices of core services (housing, 
education and healthcare) relative to their incomes, 
as well as by the growing precariousness of jobs 
in a context of globalization and automation.46  

While research by the World Economic Forum47 
suggests that the world is facing a net-positive job 
landscape by 2025 – with 85 million jobs that will 
be made redundant and 97 million jobs that will 
be created – the Edelman Trust Barometer finds 
83% of employees in developed and developing 
markets still fear losing their job.48 Indeed, 
widescale reskilling (up to 50% of all employees 
by 2025) and a more proactive approach to re-
employment and redeployment will be necessary 
to help workers transition to new opportunities.49 
Rising old-age dependency and dementia ratios 
reinforce the sense of uncertainty and can impose 
steep caregiving burdens on households.50 
Social change can of course be overall positive 
for society, such as the growing participation 
of women in the work force, but can still be 
disruptive — in this case to traditional expectations 
of “free” care for the young and the old. 51

What is needed is a new “social contract”, a 
recasting of our mutual expectations and obligations 

around life’s risks and opportunities. A system 
that, by and large, focuses working-life protections 
on the formally employed and assigns the bulk of 
care responsibilities to households (mostly women) 
does not reflect the direction of technological, 
social and demographic change. Many of the 
most vulnerable workers — such as the self- and 
informally employed — are currently excluded from 
social protections. This new contract would: 

	– Protect people of working age rather than 
jobs. That means tying social entitlements to 
the individual and putting a floor on income 
below which no one should fall. This can 
be achieved, in part, through cash transfer 
programmes in developing economies or tax 
credits for low-wage workers in advanced 
economies.52 Holistic protection for workers 
irrespective of their employment status—
formal, informal, gig or unemployed—would 
facilitate personal and industry transitions and 
support technological change.53 Delinking 
support from traditional employment models 
would also help lower regional disparities 
in living standards. Building adaptive social 
protection systems will further require 
government investment in digital infrastructure, 
including in foundational identification, 
population registers and digital payment 
systems to respond to a range of shocks.54 
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	– Support lifelong learning. National statistics 
from around the world confirm that job seekers 
over the age of 45 comprise the bulk of the 
long-term unemployed.55 Studies of adult 
learning demonstrate how links to employers, 
early intervention and sustained funding can 
keep people in work and contributing to 
society.56 Continuous updating of skills and 
development of talent would help protect 
individuals from technology shocks and from 
being cast adrift mid-career. It has been also 
estimated to potentially boost global GDP by 
$6.5 trillion by 2030.56 Importantly, lifelong 
learning must be a shared responsibility of 
government, business and individuals, and 
would need agreement on new ways to 
promote and finance skills development. 

	– Rebalance the care economy.58 A similar 
rebalancing of risks needs to occur around 
childcare and old age. Funding the costs of 
parental leave through general taxation would 
create a more level playing field for men and 
women in the labour market and be less of a 
burden for smaller firms. Employer-supported 
childcare, including through shared arrangements 
across businesses, supports female employment 
while benefiting firm productivity.59 Linking 
pension ages to life expectancy would make 
sure that individuals save enough for their 
retirement. Automatic enrollment in pension 
plans and insurance for old-age care, funded 
through general taxation rather than linking it to 
employment as is usually the case, would give 
people more security at the end of their lives.

Creating access and improving social mobility

The World Economic Forum, in its report on 
Global Social Mobility Index 2020: why economies 
benefit from fixing inequality, finds that not only 
is social mobility declining in much of the world, 
but economies are generally failing to provide the 
conditions to turn this situation around. Exclusion 
from economic opportunity because of socio-
economic background, gender, religion or race is a 
strong predictor of education, income and wealth 
across lifetimes. Equal access to opportunity is 
critical for individuals to develop their potential 
irrespective of their backgrounds. With human capital 
as the key driver of economic growth, unequal 
access is impoverishing the entire global economy. 

A new approach would focus on rebalancing 
access in key areas linked to social mobility (or 
the absence of it), especially education, health, 
inherited wealth and promising technologies. 
These measures are already mostly well-known 
and understood and can be adjusted to different 
levels of development. What is needed is the 
political will and fiscal means to implement them.

	– Target availability, quality and distribution 
of education programmes. At the top of 
the list is universal early childhood education, 
including broad access to childcare services. 
Such policies would help level the playing 
field by compensating for disadvantages at 
home, financially benefit low-skilled and low-
income workers and help keep women in the 
workforce.60 While countries at all levels of 
economic development struggle to translate 
public spending into results, financing and 
accountability mechanisms that emphasize 
learning outcomes can help mitigate inequality 
and improve efficiency. Furthermore, education 
systems that ensure that learning can happen 

anywhere, based on digital learning platforms, 
will be more resilient to future crises.61

	– Invest in accessible health and insurance. 
Access to health services, especially insurance, 
at all income levels would support mobility over 
a lifetime by cushioning income losses and 
employment transitions from health shocks. 
These can have a lasting and cumulative impact 
at lower income levels. Health investments 
should also target children from lower socio-
economic backgrounds to break the cycle of 
intergenerational disadvantages.

	– Tackle wealth accumulation across 
generations. This should begin by managing 
loopholes and exemptions that resulted, for 
instance in the United States in 2020, in taxes 
on inheritance that are seven times lower than 
those on working-class incomes. They could go 
further towards aligning the principles that apply 
to the taxation of wealth transfers with those 
for incomes.62 With wealth inequality outpacing 
income inequality everywhere, and representing 
one of the main sources of intergenerational 
social stagnation, societies cannot avoid 
eventually confronting this issue with tighter 
taxation or other ways to incentivize change.

	– Create technology-driven markets that 
empower. Technology can provide solutions 
where traditional approaches have failed. Digital 
education and health platforms can achieve 
mass reach at low cost, and fintech can be a 
big equalizer in access to financial services. The 
scaling and maturing of these “markets of the 
future” hinges, in many countries, on adapting 
outdated regulatory frameworks and on creating 
effective public-private delivery schemes.63

 Not only is 
social mobility 
declining in much 
of the world, but 
economies are 
generally failing 
to provide the 
conditions to turn 
this around.
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Reassessing the distributional impact of public finance

Income inequality can have a profound social impact. 
It also hampers long-term economic growth by 
causing human capital to develop below its potential. 
In the context of growing income inequalities, 
redistributive tax and transfer policies — in a careful 
balancing act with individual economic incentives 
— can therefore serve as growth policies, as well as 
being ethically and socially the “right thing to do.” 
Tax and transfer policies have a net redistributive 
impact in all countries for which the data is available, 
but in some countries far more than in others (see 
Figure 3). In OECD countries, the average level of 
redistribution was 16% of the mean income before 
taxes and transfers in the mid-2010s. In about 
one-third of these economies, inequality was cut 
by more than 20%; in others, by less than 5%.64 

As part of the broader effort to tackle inequality 
and build healthier, more inclusive societies there 
should be a reassessment of the progressivity of tax 
and income support/transfer policies.65 Depending 
on the starting points and specific institutional 

features of each country, the focus might be 
on aligning taxation of capital gains with that of 
personal incomes, easing payroll-related taxes, 
closing loopholes that disproportionately benefit the 
rich or adjusting progressivity for different income 
brackets. It will also be necessary to reassess 
the nature and targeting of transfer programmes 
as the labour market changes (unemployment 
insurance, for example, is linked to traditional 
employment models and doesn’t fit the needs of 
the growing gig economy) and as societies age. 

Novel forms of taxation can help to fiscally balance 
these reforms — and indeed those in the previous 
sections). They include revenues from carbon 
taxes or other carbon pricing schemes (see also 
section 2.5 below) and reforms to the international 
corporate tax regime which are expected to 
be implemented by 2023.66 The phasing out of 
subsidies for fossil fuels, which represent some 
$180 billion in budgetary outlays in the OECD alone, 
would be a further and significant funding source.
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Implementing a stakeholder approach to business

The fourth component of a more inclusive 
growth model — in addition to tackling social 
risks, ensuring equal access to opportunity and 
redistributing incomes — is the broadening 
responsibility of businesses to society. Under the 
old growth model, short-term managerial incentives 
have tended to be biased against the build-up of 
capital (physical, human, natural and social). 

There is hope for change, with the rise of the double 
bottom line, impact investing and, in particular, the 
gathering consensus on an enhanced purpose 
of the firm (by the World Economic Forum’s 
International Business Council led efforts on aligning 
ESG [environmental, social and governance] metrics, 
the U.S. Business Roundtable, and others). The 
rethink on the part of business aligns with views in 
academia that have been taking the corporation to 
task. As Colin Mayer emphasizes, profit is not itself a 
business purpose, but a condition for — and result 
of — achieving a purpose. If a business substitutes 
making money for purpose, it will fail at both.67 The 
accountability of businesses — and remuneration 
schemes — need to be rebalanced towards their 
broader purpose and footprint, and towards longer-
term results. A stakeholder approach can leverage 
partnerships with communities and philanthropies 
on shared challenges.

This hope springs also from deeper shifts in 
both social and investment attitudes among 
younger generations, which differ radically from 

their older counterparts and are beginning to 
influence business and finance. Though their 
wealth share remains small, it is growing rapidly. 
Eighty-seven percent of millennials want to 
work for a company that engages in corporate 
responsibility and 65% only buy from responsible 
companies. Further, 43% already engage in impact 
investing, a far-higher rate than for their elders 
— just 12% of boomers invest for impact.68

Shifting attitudes and practices towards diversity, 
equity and inclusion are a key practical area of 
change for businesses. A World Economic Forum 
report highlights the moral, legal and economic 
imperative for companies to give equal access and 
opportunities to all people to work under fair and 
equitable conditions.69 

Economically, there is by now a range of studies 
that document the competitive advantages of 
drawing fully on the talents of a diverse workforce. 
Diverse, equal and inclusive companies outperform 
on profitability, innovation, decision-making and 
employee engagement. A comprehensive study of 
the link between financial returns and gender diversity 
shows that private equity and venture capital funds 
with gender-balanced senior investment teams 
generated 10% to 20% higher returns compared with 
funds that have a majority of male or female leaders.70 
Achieving diversity, equity and inclusion requires an 
organization-wide effort from the most senior leaders 
who can set the tone and lead by example.71
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The SDGs and the Paris Agreement goals are 
critical to realizing an equitable, sustainable and 
climate-resilient economy. A growing number of 
countries have announced net-zero emissions 
targets for the middle of this century. These 
commitments are broadly consistent with 
the Paris Agreement temperature ambition, 
provided they are achieved globally. 

While setting targets in line with the Paris Agreement 
is fundamental, so is their implementation. 
According to the United Nations Environmental 
Programme (UNEP),72 the G20 countries 
collectively — which account for 78% of global 
GHG emissions— are not on track to achieve their 
previous NDC commitments. To ensure that the 
climate goals are met, both 2050 and 2030 targets 
should be accompanied by clear strategies and 
transition pathways that detail the transformations 
required in each sector to meet the medium and 
long-term climate targets and avoid increasing the 
costs and risks associated with the transition.73 

Targets, pathways and policies can provide strong 
signals to markets and businesses. An increasing 
number of companies are aligning their strategies 
and investments with the climate goals and 
SDGs by developing green business strategies 
or promoting investments in green/sustainable 
products and supply chains. Green finance is also 
growing quickly, supported by a yield advantage 
over non-green alternatives. Nevertheless, 
today’s investment levels are insufficient to realize 
an effective transformation to a sustainable, 
equitable, net-zero and climate-resilient economy. 
It is critical to establish policy frameworks that 
unlock investments and innovation, create market 
opportunities for private-sector investment and 
finance, and support a just transition.

Five types of action will be required for driving the 
necessary investments and innovation:

1.	 Scaling up the level of investments globally 
— including a big push on public investments

2.	 Changing the composition of investments 
through structural policies that set clear market 
expectations – including carbon pricing, 
the phasing out of fossil-fuel subsidies, and 
regulatory measures

3.	 Accelerating innovation in low- 
carbon technologies through incentives  
and public support

4.	 Aligning financial decisions to shift 
towards low-carbon investments and 
minimise the risks associated with climate 
change impacts and transition policies

5.	 Addressing distributional issues arising from 
the transition to a net-zero economy to ensure an 
equitable, just transition and build public support

These actions should form the basis for a 
comprehensive policy package that can harness 
the combined efforts of both the public and private 
sectors. The actions should be coordinated 
globally, making finance and technology available 
and accessible to developing countries through 
international cooperation. 

Beyond policies targeting individual projects, prices 
or markets there is also the importance of affecting 
broad-based change in key systems, including in cities 
and in areas such as land use, transport and logistics, 
and, of course, energy. Together, these systems 
account for a large majority of GHGs. Change would 
require vision, a strategic approach involving multiple 
public policy tools as well as comprehensive and 
coordinated action by the public and private sectors.

Building a better economy — combining growth, 
climate and biodiversity

2.5

The future of people and the planet will be heavily 
determined by the capital investments realized over 
the next 10-20 years. Investments and innovation 
in low-carbon energy assets, the built environment, 
transport infrastructure and agriculture, as well as 
the protection and restoration of forests, ocean 
and biodiversity will all be critical in delivering a 
strong recovery from the COVID-19 pandemic and 
sustainable growth over the coming decades. 

As a share of GDP, investment has been on a 
downward trend since the 2008 global financial 
crisis, in both advanced economies and 
emerging market and developing economies 

(EMDEs) (see Figure 4). In advanced economies, 
investment declined by 4.5% of GDP between 
the 1970s and the late 2010s, including a 1.5% 
drop in the decade following the global financial 
crisis.74 In 2020, investments collapsed by a 
further 6.4% in advanced economies and by 
4.5% in EMDEs. COVID crisis caused a further 
steep collapse.  Excluding China, investments 
in EMDEs fell by an even steeper 10.6% in 
2020.75 The According to the World Bank, 
based on the experience of past epidemics, 
investment is likely to remain weak for several 
years following the COVID-19 pandemic unless 
decisive action is taken to reverse its effects.76  

1. Economy-wide and lasting step-up in investments: lifting the  
global investment ratio by at least 2 percentage points of GDP

 Companies 
are aligning their 
strategies and 
investments with 
the climate goals 
by developing 
green business 
strategies.
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To promote strong and sustainable economic 
growth beyond the pandemic recovery phase and 
accelerate the transition to a net-zero and climate-
resilient economy, global investment must be 
increased above pre-pandemic levels by around 2% 
of GDP per year over this decade and beyond.77

As shown in Table 2, many of these investments 
can be implemented rapidly, can mobilize significant 
private finance, are labour-intensive in the short 
term, and can drive innovation. While the private 
sector would be the main source of investment, 
public investments will be crucial in the early period 
for creating high-return assets, particularly in 
sustainable infrastructure (see section 2.3). When 
supported by appropriate policies, these investment 
areas can generate significant market opportunities 
for private investments.78

While significant investment opportunities can be 
found across all sectors, the seven investment 
areas identified in Table 2 are particularly important 
for delivering strong and sustainable growth, 
protecting the environment and biodiversity and 
supporting an effective transformation to a net-zero 
and climate-resilient economy. 

The range of areas includes examples of the 
contribution that each investment area can 
make to recovery and growth, climate goals 
and sustainability, as well as other social, 
environmental and economic co-benefits. The 
complete estimates of investment opportunities 
are included in a report commissioned by the UK 
Presidency of the G7 and published in June 2021 
ahead of the G7 summit held in Carbis Bay.79 

Cross-sectoral actions will also play a major 
role. Developing a circular economy and digital 
infrastructure to support digitalization can contribute 
to reducing emissions and deliver cost savings across 
the investment areas outlined above. For example, 
material efficiency and greater circularity could 
reduce CO2 emissions by 40% in heavy industry by 
2050.80 Cross-sectoral action in cities will also be 
key to the achievement of the SDGs and provide 
a broad range of opportunity in terms of economic 
and environmental impact. Recent analysis across 
the nearly 100 cities of the C40 network estimates 
that a green and just recovery from COVID-19 could 
create over 50 million jobs, reduce greenhouse gas 
emissions by more than half, decrease air pollution 
by as much as 29% and prevent over 270,000 
premature deaths over the next decade.81

Source: World Development Indicators Database, World Bank. Accessed, 15 September 2021.
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i) Building solar and wind plants with the necessary storage; 
ii) upgrading distribution networks; iii) extending transmission 
networks to areas of high renewable resource.

Electricity generation, storage 
and networks  
Global investment estimate: 
1.5-1.6 $ tn p.a., mostly 
coming from private finance

Electric vehicles for light and heavy road transport: 
estimated to require a global investment of 
$70 billion p.a. in charging infrastructure. 

Aviation: estimated to require a global investment of 
$10 billion p.a. in scaling Sustainable Aviation Fuel 
production (Energy Transitions Commission analysis, 
based on World Economic Forum91), and at least 
$15 billion in R&D (e.g. e-aviation, hydrogen).

Shipping: estimated to require a global investment 
of $20–$40 billion p.a. between 2020-2030.93 The 
majority of the investments are in green hydrogen 
production. This is therefore a subset of the investment 
estimates for green hydrogen provided in the next 
investment area, rather than incremental.

Transport  
Global investment estimate: 
0.1 $ tn p.a., coming from 
private and public finance

i) Improving energy efficiency of buildings and shifting to net-
zero buildings ($0.4-$0.5 trillion p.a.); ii) enhancing energy 
efficiency in heavy industry ($0.2-$0.3 trillion p.a.). 

Energy efficiency  
Global investment estimate: 
0.6-0.8 $ tn p.a., coming from 
private and public finance

01

03

02

Key investment areas

a

b

c

Renewable energy already 
provides lower cost energy than 
fossil fuels. Solar and wind are 
already the lowest-cost new 
bulk generation in countries 
representing 70% of GDP.83

EVs are three to four times 
cheaper to fuel per kilometre. 
EVs sticker price is expected 
to reach parity with petrol/
diesel cars by 2024. 

Short-haul flights could be 
cost-competitive with jet-
fuelled planes by mid-2030s.

Energy efficiency retrofits 
can deliver energy savings of 
around 50%. Highly energy-
efficient new buildings have 
little additional cost (6–16% 
in residential), or even lower 
costs (-10% in commercial).87

Solar can improve electricity 
access. Improved air quality 
will benefit in particular lower-
income households, as more 
exposed to air pollution.

EV scale-up can reduce 
$3 trillion in annual 
healthcare costs linked to 
air pollution globally.90

Efficiency gains can benefit 
lower-income households by 
helping to reduce fuel poverty. 

Low-carbon electricity 
underpins decarbonization for 
60–80% of the energy system. 

EVs could reduce light 
road transport emissions 
globally by up to 15% and 
trucking emissions by 8% 
by 2030 (versus BAU, 
with no investment).89

Potential to reduce 10% of the 
aviation emissions by 2030 
(vs. 2020 baseline) and the 
majority of those by 2050.92 

These investments could reduce 
emissions associated with 
shipping by 5–10% by 2030 
(vs. BAU with no investment)94 

and up to 100% by 2050 
(assumes 5% green shipping 
fuel in international shipping and 
25% zero-emissions vessels for 
domestic shipping by 2030).95

An investment of €1 billion 
in greening Europe’s inland 
waterway fleet could save 
€7 billion in external costs 
linked to nitrous oxides 
and particulate matter 
between 2020-2030.96 

Investments in energy efficiency 
and low-carbon heating 
could reduce emissions by 
around 25% by 2030 (vs. no 
investment).85  Energy efficiency 
improvements in heavy industry 
can reduce emissions linked to 
this sector by 15% in 2030 (vs. 
no investment).86

Projects are currently ready to 
deploy or in development and 
can deliver three times more 
jobs per dollar invested than 
fossil fuels.82

Charging infrastructure could 
create around 6 million new 
direct jobs by 2030 [jobs are 
in EV charging infrastructure, 
construction, installation, 
maintenance, grid connections, 
civil and road work].88

An estimated 9 to 30 jobs 
are created per $1 million 
investment in building retrofits, 
new builds and installation of 
energy efficient and connected 
appliances.84

Climate
Productivity/
economy Social/otherJobs
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A comprehensive global estimate of investment opportunities 
for adaptation and resilience is not available. Nevertheless, most 
of the financing gap is to be found in developing countries at an 
estimated $140–$300 billion p.a. by 2030.101 

Key investments include: $90 billion p.a in sustainably 
enhancing agricultural yields and transitioning to regenerative 
agriculture practices; $30 billion p.a. in reducing food loss and 
waste; $20–$30 billion p.a. in shifting to more plant-based diets.

Adaptation and resilience  
Global investment estimate: 
>0.1-0.3 $ tn p.a., coming from 
private and public finance

Productive, sustainable and 
efficient agriculture 
Global investment estimate: 0.15 
$ tn p.a., coming from private 
and public finance

05

07

Investment of $1.8 trillion in five 
key areas  is estimated to deliver 
$7.1 trillion returns over the next 
decade, with benefits ranging 
from 2 to 10 times greater 
than original cost.The five key 
areas include: i) strengthening 
early warning systems; ii) 
making new infrastructure 
resilient; iii) improving dry land 
agriculture crop production; 
iv) protecting mangroves; and 
v) making water resources 
management more resilient. 

A transition to plant-based 
healthy diets could reduce 
food- and agriculture-related 
emissions (including imported 
emissions) by ~50% globally.107

Investments in adaptation and 
resilience can help reduce 
poverty and risk of climate-
induced displacement. 

Improving agricultural yields 
can enhance the livelihoods 
of hundreds of millions of 
farmers worldwide by boosting 
incomes and food security. 

Key investment areas include: $44–$200 billion p.a.  to protect 
and restore forests and peatlands (low estimate taken from 
FOLU102, high estimate taken from UNEP, World Economic 
Forum and ELD103) and $30–$40 billion p.a. to restore 
mangroves, seagrasses and saltmarshes.104

Nature protection and restoration   
Global investment estimate: 0.1-
0.25 $ tn p.a., coming mostly from 
public finance

06 The three largest sectors 
(agriculture, food and 
beverages, and construction) 
that are highly dependent on 
nature generate an estimated 
$8 trillion gross value added.105

The allocation 5% of 
stimulus into nature-based 
solutions could create 7% 
more jobs globally than 
the BAU scenario.105

The improved air quality and 
reduced exposure to disease 
can reduce health costs.

Halting deforestation and 
restoring 450 million ha of 
natural land and forests would 
reduce annual net greenhouse 
gases by over 5Gt by 2030. 

Hydrogen: key investment areas include hydrogen 
production facilities and backbone H2 pipes and storage.

Carbon Capture Utilization and Storage (CCUS): the 
investment required to develop CCUS capacity is 
estimated at $160–$190 billion p.a. between 2020-2050 
and $40–$50 billion p.a. over the next decade.98 

Innovation: green hydrogen 
(H2) and carbon capture, 
utilization and storage (CCUS)  
Global investment estimate: 
0.06-0.07 $ tn p.a., coming from 
private and public finance

04 a

b

The cost of green hydrogen is 
projected to decline from $3–$6/
kg H2 today to less than $2/
kg H2 or below before 2030. 

Hydrogen can improve 
energy security, as it can 
be used to store energy 
locally, thus making power 
systems less exposed to 
supply chain disruptions.

CCUS can contribute to 
the decarbonization of the 
steel, cement and chemicals 
sectors, which together 
account for nearly 20% of 
current CO2 emissions.100

Hydrogen can play a key role in 
decarbonising steel, chemicals, 
shipping and aviation. Together 
these sectors account for 12% 
of current emissions (6 Gt CO2e 
in 2018).97 

In Europe, 150,000 jobs could 
be directly or indirectly linked 
to the development of a CCUS 
sector by 2050.99 

The H2 industry and upstream 
solar/wind energy used to feed 
electrolyzers are expected to 
create longer-term jobs. 

Investment opportunities for green recovery and transformational growth (Continued)TA B L E  2

Source: various. See notes 82 to 107. 

Key investment areas Climate
Productivity/
economy Social/otherJobs
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However, increasing the level of investments alone is 
not enough. The composition of the entire economy 
must shift and all new investment decisions should 
be made consistent with a zero-carbon pathway. As 
some physical capital has a long lifetime, investment 
decisions made today will have long-lasting effects. 
As outlined in the recent IPCC AR6, the world must 
act now to avoid catastrophic consequences from 
climate change. To account for the urgency of 
climate action, the alignment of investments to  
net-zero targets must happen very quickly.108 

Such rapid and comprehensive change can 
only be achieved through shifts in price signals 
and economic incentives. This involves the 
implementation of a comprehensive policy  
package, combining carbon pricing, regulation  
and redistributive measures:

	– Carbon pricing and subsidies. Implementing a 
price on carbon, in the form of a tax or emissions 
trading system, is an economically efficient 
mechanism to shift production and consumption 
towards lower-carbon sources and to promote 
the adoption of low-carbon industrial processes 
and energy savings practices – directly and 
through innovation. In the case of a carbon tax, 
it can also generate additional fiscal revenues 
during the transition. As of May 2021, 37 national 
and 27 subnational jurisdictions had introduced a 
price on carbon.109 Carbon pricing has also been 
endorsed by companies and industry bodies 
worldwide. In 2020 over 2,000 companies stated 
that they either use or anticipate using carbon 
pricing in the next two years.110 The Carbon 
Pricing Leadership Coalition launched a Task 
Force on Net Zero Goals and Carbon Pricing 
to contribute to a deeper understanding of the 
role of carbon pricing in achieving net zero. 
Despite all these important initiatives, carbon 
prices remain far below necessary levels.111 

We need far more ambition, guided by the 
CPLC pricing schedule. To ensure alignment of 
investment decisions to climate goals and the 
SDGs, carbon pricing should be complemented 
by the phasing out of fossil fuel subsidies, 
which in practice act as a negative carbon 
price. Eliminating these subsidies, including 
externalities through fiscal measures, would 
generate a fiscal gain of around 4% of global 
GDP.112 Unfortunately, according to the OECD, 
“there is little evidence that governments are 

using COVID-19 recovery efforts and current [oil] 
market conditions as a spur for fossil-fuel subsidy 
reform. Many countries are funnelling the bulk 
of stimulus funding to support fossil-fuel and 
related industries, often with no climate change 
or pollution-reduction requirements attached.”113 

Continuation of such policies, which could,  
of course, significantly undermine a sustainable 
recovery, would be a matter of serious concern.

	– Regulation. While carbon pricing is an effective 
market mechanism to shift investments towards 
low-carbon solutions, in some sectors — such 
as coal and gasoline – a rapid change could 
require unacceptably steep hikes in carbon 
prices due to supply and demand inertia. 
In these cases, a more effective approach 
would be regulatory action and a schedule 
for phasing them out. Regulatory limits can 
also provide a strong signal for private-
sector investment decisions and can boost 
innovation. Commitments to phase out coal 
have been made in various fora —including 
the Leaders’ Summit on Climate in April 2021. 
Disappointingly, as a group this commitment 
was lacking at both the G20 and the G7 in 
2021. Governments must show more political 
will in this direction and make concrete pledges 
with clear time horizons attached, such as 
phasing out unabated coal power generation 
by 2030. Another sector where regulatory 
action would be more effective than market 
mechanisms is fossil fuel use in the transport 
sector. Some countries, like the EU Member 
States, the United Kingdom and Japan, have 
established sunsets for internal combustion 
engines (ICE). Other countries should follow 
those examples and set clear strategies to 
phase out ICE vehicles. 

	– Redistributive measures. 114 Pricing and 
regulation will need to be complemented 
by measures that address their distributive 
effects. This might include the use of 
revenues from carbon pricing to compensate 
affected households for higher energy costs 
during the transition—such as Canada’s 
Climate Action Incentive Payments.115 Other 
measures may have to be taken to level the 
competitive playing field in energy-intensive 
tradable sectors if higher carbon prices are 
introduced unevenly across countries.115

2. Changing the composition of investments

 Rapid and 
comprehensive 
change can only 
be achieved 
through shifts 
in price signals 
and economic 
incentives.
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Technology-driven innovation, and its supporting 
policies, will be central to reaching deep 
decarbonization goals in line with the Paris Agreement. 
In the pathway to net-zero emissions laid out by the 
International Energy Agency, almost half of the annual 
CO2 emissions reductions by 2050 would come from 
technologies that currently are in the prototype or 
demonstration phase. In hard-to-abate sectors — 
such as heavy industry and long-distance transport 
— the share of emissions reductions from technologies 
that are still under development today is even higher.116

Nevertheless, while investors are already taking 
advantage of the growing market potential for  
low-carbon technologies, the pace of innovation  
is still lagging far behind what it needs to be to 
reach climate goals. 

The share of public energy R&D spending relative to 
GDP in OECD countries has shown no increase over 
the last decade, while other research objectives, 
like defence, receive around five times more R&D 
funding than energy.117 Companies investing in 
renewable energy showed a remarkable 74% 
growth in R&D spending between 2010 and 2019. 
Nevertheless, their share remains below one-tenth  
of total corporate R&D.118 The COVID-19 crisis 
further reduced private R&D spending. Company 
research spending in energy-related fields fell by 
around 2% in 2020.119 Global energy investment 
is set to rebound by around 10% in 2021, but this 
remains far short of what will be required to avoid 
severe climate impacts, while investment in EMDEs 
is set to remain below pre-crisis levels in 2021.120

3. Accelerating innovation in low-carbon technologies
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Source: International Energy Agency (IEA), Clean Energy Innovation, 2020.
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There will be a need for major efforts over the next 
10 years to bring key new technologies to market 
in time. The biggest innovation opportunities are in 
advanced batteries, green hydrogen, sustainable 
bioenergy, and carbon capture, utilization and 
storage (CCUS). Together, these technology areas 
could make vital contributions to the reduction in 
CO2 emissions between 2030 and 2050 required 
for a net-zero path.121 For instance, innovations 
in hydrogen technologies have the potential for 
reducing emissions, including using hydrogen-
based fuels for ships and planes as well as in heavy 
industries. Producing hydrogen from low-carbon 
energy is relatively expensive now, but costs are 
projected to decline by 30% by 2030.122 The United 
States is allocating $100 million for R&D in hydrogen 
and fuel cells, and the European Union will invest 
$430 million in green hydrogen by 2030 as part of 
the EU Green Deal. Other countries — such as Chile, 
Japan, Germany, Saudi Arabia and Australia — are 
also making major investments in green hydrogen.123

Innovation in electric vehicles (EVs) needs to focus 
on battery efficiency and density improvements, 
as batteries are currently a major cost component. 
In 2020, the average sales-weighted lithium 
battery price fell 13% from 2019 and, according to 
Bloomberg, EVs will start to reach price parity with 
ICE vehicles globally in 2023.124 Half of the battery 
cell production for EVs is concentrated in China, with 
the rest divided among the United States, Republic of 
Korea and Japan. Large private-sector stakeholders 
are at the core of automotive battery development.125 

CCUS will be especially important in reducing 
emissions in the heavy-industry sector, where 
commercially available mitigation options are 

currently limited. Innovation is needed in several 
areas — including for improving post-combustion 
capture technologies; optimizing the use of 
captured CO2 for chemical, fuel and concrete 
production; and reducing the cost of CO2 transport 
and storage. The CEMCAP project, funded by the 
European Commission’s Horizon 2020 programme, 
aims to lay the groundwork for large-scale CO2 
capture in the European cement industry.126

Public-sector financial support is crucial for R&D — 
through government funding of research projects 
and tax credits for private sector R&D — as well 
as for mitigating risks associated with investing in 
early-stage technologies. Direct support can be 
particularly effective through initiatives bringing 
together government and industry, such as Mission 
Innovation and the International Solar Alliance. The 
World Economic Forum’s Climate Action Platform 
aims to build public-private initiatives to turn 
ambition into action as well as to provide a platform 
for innovators to scale solutions. Standards and 
regulations can be crucial in complementing public 
support for innovation. 

There will certainly be a need for international 
cooperation to ensure that the right technologies 
are made available and are affordable for all 
countries. Developed economies can support a 
global and inclusive recovery through trade reforms, 
green trade liberalization and reform of trade-related 
measures that may restrict the diffusion of clean 
technologies to developing countries.127 Options 
to enhance technology transfers include de-risking 
mechanisms like loan guarantees, public equity co-
investments and political risk insurance for private 
investments in developing economies.128 

Transforming the financial system and mobilizing 
finance towards climate and development 
objectives will be critical to scale up and shift the 
composition of investments. The aim must be for 
all financial institutions to align their portfolios with 
sustainable and equitable growth, climate action 
and protection of the environment and biodiversity. 

The private sector is already moving in this direction, 
allocating finance towards low-carbon solutions, 
thanks to a combination of declining capital costs 
and favourable investment conditions. A growing 
number of banks and investors are committing 
to align their portfolios with net-zero objective by 
2050. Over 160 firms that are, together, responsible 
for assets over $70 trillion joined the Glasgow 
Financial Alliance for Net Zero (GFANZ) when it 
launched in April 2021. Ninety-five central banks 
and financial supervisors have joined the Network 
for Greening the Financial System (NGFS) to better 
manage the risks posed by climate change to 
financial and monetary stability. Recommendations 
have been made to central banks to align their own 
portfolios to the net-zero target.129

Despite these improvements, more effort is required 
to accelerate the shift within the financial system. 
Both the private and the public sectors should work 
together to ensure that every financial decision 
takes climate change into account, through the 
application of the ‘3Rs’ – reporting, risk and returns 
(COP26 Private Finance Strategy).130

	– Reporting. Companies should provide reliable 
and comparable information about the exposure 
of portfolios and balance sheets to high-carbon 
assets and to physical climate impacts. Existing 
initiatives in this area include the Task Force on 
Climate-related Financial Disclosures (TCFD) 
and the EU Taxonomy for Sustainable Finance. 
Building on the TCFD, the World Economic 
Forum has developed a set of Climate 
Governance Principles for boards of directors, 
with a view to enabling climate considerations 
in businesses decision-making.131 The 
recommendations of the TCFD should be made 
mandatory and complemented with a new 
regulatory focus on climate transition plans. 

4. Aligning financial-sector decisions with the net-zero path
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	– Risk. Appropriately considering climate-related 
risks in financial decisions will also be key to 
ensure that financial institutions and markets 
are aligned with climate goals. There has been 
significant progress in this area supported by the 
recent work on climate scenarios by the NGFS. 
Systematic accounting for climate risks should 
become mandatory for all financial institutions. 
The analytical tools currently available to assess 
climate risks should be further developed — 
including climate, macroeconomic and financial 
models; appropriate accounting for tail risks and 
tipping points; stress tests; and scenarios. To 
better assess and manage nature-related risks 
derived from biodiversity loss and ecosystem 
degradation, more support should be given 
to the Task Force on Nature-related Financial 
Disclosures (TFND).

	– Returns. Identifying opportunities for returns 
arising from the transition to a net-zero and 
climate-resilient economy will be key to 
attracting investments. This process is well 
underway. Demand for sustainable bonds is 
growing rapidly — 2020 marked $1 trillion 
in cumulative green issuance.132 In recent 
years the range of sustainable bond products 
has expanded to include green, blue, SDG, 

transition and sustainability-linked bonds. The 
EU has already confirmed plans to issue €225 
billion in green bonds to support its recovery 
plan and the implementation of the European 
Green Deal. Bank of America has committed to 
investing an additional $300 billion in capital by 
2030 in sustainable energy and transportation, 
climate resiliency and clean water. Banco 
Santander aims to facilitate €220 billion of 
financing linked to the SDGs by 2030.133 

Throughout, international cooperation will have 
a crucial role in ensuring that financial flows 
are directed towards the dual objectives of net 
zero and development. With over half of the 70 
low-income countries at high risk of or already 
in debt distress and many emerging markets 
facing fiscal and financing constraints, the role of 
grants, concessional finance and bilateral climate 
finance will be particularly important. Emerging 
markets currently represent less than 15% of 
the sustainable debt universe, underscoring high 
growth potential.134 Developed countries should 
make a collective commitment to double climate 
finance to deliver on and go beyond the Paris 
Agreement target of $100 billion per year by 
2020 and commit to providing adequate support 
for a green recovery in developing countries. 
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The post-pandemic recovery and the transition 
to a net-zero and climate- resilient economy 
must be, and must be seen to be, ‘just’, fair and 
inclusive, contributing to a decline in inequality 
and ensuring that the benefits and opportunities 
of the transition are shared widely, while helping 
those most affected by economic losses. Taking 
appropriate actions to support a just transition 
will lead to greater social acceptance of the 
necessary socio-economic transformations. 
It will also be important to tackle inequalities 
between countries, particularly to ensure that 
poor and fragile states are not left behind.

Recovery packages aligned with climate goals can 
have a net-positive employment effect. Net job 
creation is the first and most important element 
of a just transition. However, some workers may 
not be able to move on from carbon-intensive 
industries and ‘browner’ industries will not 
benefit proportionately from a green recovery. 
Dislocation arising from these rapid structural 
changes must be carefully managed, especially 
when concentrated in specific geographies. 
Programmes for a just transition should be 
country-specific, taking account of local 
circumstances and based on social dialogue. 
See, for example, the ILO Climate Actions for 
Jobs Initiative, 2019. Measures should include 
facilitating the reallocation of labour and capital 
through, for example, targeted hiring subsidies, 
wage-loss insurance programmes, and re-training 
and the learning of new skills.135 A just transition 
may also require action at the local level, such as 
restructuring existing housing stock. Programmes 
should consider directing public investment 
towards economically lagging locations, where 
justified by expected economic rates of return.

As part of the European Green Deal, the European 
Commission has created a Just Transition 
Mechanism, which provides targeted support 
to help mobilize at least €65-75 billion over the 
period 2021-2027 in the regions most affected by 
the transition. The mechanism consists of three 
pillars: 1) a Just Transition Fund of nearly €17.5 
billion to support the coal and carbon-intensive 
regions most affected by the low-carbon transition, 
with Poland set to be the largest recipient, 2) a 
dedicated transition scheme under InvestEU, which 
is expected to crowd in €10-15 billion in private-
sector investments, and 3) a public-sector loan 
facility provided by the European Investment Bank, 
to mobilize €25-30 billion of public investment. 

In 2019, Spain outlined a Just Transition Strategy that 
includes a participatory process to protect workers 
in coal regions. In 2019 Scotland established a Just 
Transition Commission to provide recommendations 
on a fair transition process. The German plan for 
phasing out coal has included building new industry 
in coal-mining areas to provide new job opportunities.

Carbon prices and subsidy withdrawal will also 
impact consumers differentially. Much of the burden 
of adjustment tends to fall on urban middle-class 
households on fixed incomes, or those who no longer 
function in the labour market, such as the elderly or 
disabled who rely on government benefits. Possible 
adjustments in benefit payments will need to be 
addressed on a country-by-country basis and might 
include adjustments in pensions, unemployment 
insurance and child benefits, depending on the social 
security arrangements in place in different countries. 
International finance institutions often recommend 
conditional cash transfers (CCTs) in emerging market 
countries to accompany carbon price adjustments. 

5. Managing the distributional impacts of climate change policies

 The post-
pandemic recovery 
and the transition 
to a net-zero and 
climate- resilient 
economy must be, 
and must be seen 
to be, just.
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Conclusion—a Shared 
Responsibility, Acting Now

3

The need for public-private collaboration
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The thrust of the programme for change and its core 
elements are clear and not reasonably disputed. 
But there is a need to move to action, with much 
greater urgency and at much greater scale. Action 
by stakeholders is complementary and mutually 
reinforcing, so all must act. The overall goals for 
“building back better”, encapsulated in the SDGs, 
should be embodied in the strategies of all actors. 
They should answer direct and simple questions: 
who must act and how?; what must we invest in to 
“build back better”?; how to assess progress?. But 
the details are of great importance, will not always 
be simple, and must be worked out together.

There are numerous ways to build an organizing 
framework to drive a coherent set of actions for 
change — around issues, strategies, policies 
and institutions, economic sectors or systems. 
These ways carry their own insights. But 
organizing around actors may be an effective 
perspective for “making things happen”. The 
groups of actors described are individuals 
and communities; firms; financial institutions; 
governments/states; labour movements, NGOs, 
and faith groups; and international institutions.

In the recent months of the pandemic individuals, 
and the communities within which they live and 
work, have been reflecting on and discussing their 
values and what is important. We have seen the 
deep humanity and social commitment of many. 
These reflections and the wish to change society 
will be fundamental to “building back better”. It is 
individuals and communities who will ask whether 

and how we can create a better world. And 
they actively contribute to the change by shifting 
behaviours, such as in transport modes and diets. 
Keeping that discussion going and empowering 
communities will be crucial to success. Young 
people should be at the core of this discussion. It is 
their future. And it is their employment and training 
that is at particular risk. 

Individuals and communities

The purpose of the firm is increasingly and 
rightly understood as being beyond simple profit 
maximization and maximization of the value of the firm, 
narrowly defined. A more modern and enlightened 
definition of its purpose is “to find profitable solutions 
to the problems of people and the planet”. Firms 
should adopt such a definition, build their strategies 
and behaviours on it, and embrace the SDGs.

We have seen that firms that act in this way also 
perform better in relation to conventional criteria. 
Firms following sustainable strategies have seen 
their value do relatively well both in the years up 
to the COVID-19 crisis and during the COVID-19 
crisis. Such firms attract the best employees, 
patient capital and loyal customers. 

Firms should set a time-bound target with 
milestones and actions for net-zero emissions (and 
many are already doing this). They should invest 
still more strongly in their employees to equip them 
for the skills of the future and resilience to crises. 
They should look at their supply chains in terms 
of sustainability, well-being of workers and their 
communities, and resilience. They must take climate 

change and climate-related risks into account in 
their business strategies. And they must play the 
key role in realizing the innovations we need.

Firms can work together by industry to set targets 
and exchange ideas on how to “build back better”, be 
more sustainable and resilient and to set targets for 
zero-carbon. More and more firms are, indeed, doing 
this. Yet, even more firms should participate, and 
targets and strategies could be further strengthened. 

There is much more that firms can and should do 
to build a better world, and the World Economic 
Forum has played a leading role in driving this 
agenda forward. 

Yet there is more to the universe of firms than 
the major companies. The group with the most 
numerous firms is that which includes the hundreds 
of millions of small farms and enterprises across 
the world. Much of the world’s economic activity 
consists of the informal sector, which is the largest 
employer in, for example, India. “Informal is normal” 
and careful thought and emphasis should be given 
to the participation and interests of this group. 

Firms
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Finance is more than just a tool – the evolution 
of finance over the past decades has introduced 
financial imperatives into every aspect of economic 
decision-making, empowering firms, households 

and ideas but also dramatically shortening 
economic horizons and contributing to iniquities. 

Finance now has an opportunity to drive change. It 
can contribute leadership in defining a new, resilient 
and sustainable path and at the same time enable 
the necessary expansion of investments. Financial 
firms have coalesced in the Climate Finance 
Leadership Initiative (CFLI)  and the Glasgow 
Financial Alliance for Net Zero (GFANZ) and are 
helping to push the envelope on climate action. 

Assessment and disclosure of climate risks and 
setting net-zero targets and pathways anchors 
expectations and gives direction to all actors in the 
economy. But there is a long way from targets to 
action. There is a need for innovative designs to 
help channel far more finance into the transition 
and into sustainable investments. This will require 
dialogue and cooperation with public bodies and 
philanthropies — for instance in creating funding 
platforms and asset classes for sustainable 
investments. And financial technologies, if oriented 
to the needs of smaller firms and the general 
population, can help to democratize access to 
finance and make financial systems more inclusive.

Finance

The crisis has taught us of the vital role of the state 
in protecting people from and sustaining them in a 
crisis. We have seen how critical it can be in building 
better societies and the importance of investing within 
public administrations to develop dynamic capabilities 
and capacity.136 Throughout the COVID-19 crisis, 
states have taken a much stronger role in financing 
activities, and some of this is likely to turn into equity. 

All this underlines the importance of a review 
of the role of the state. Many countries will be 
looking to learn from others in “building back 
better.” The World Economic Forum’s platform 
could greatly enhance that process of mutual 
learning and deepening understanding.

The climate crisis is a significant market failure. A 
central subject in the review of the role of the state 
would therefore be its role in regulation, from market 
power to utilities to environment to transparency and 
governance. A narrow view of a bonfire of regulations 
makes little sense here. It is not a matter of more 
versus less regulation. On the contrary, we need 
more good regulations, and less bad regulation. 

It surely does make sense to see government and 
the private sector in partnership to build a better 
world, rather than in conflict or in a client-servant 
relationship. The state can help build a stronger 
investment climate. It can put into practice the 
key elements of the Sustainable Markets Initiative 
proposed by HRH Prince Charles at World 
Economic Forum Annual Meeting in January 2020. 

A key example could be the reform of agricultural 
and fossil-fuel subsidies. The principles of “public 
money in support of public goods” and “polluter 
pays” are fundamental. The world’s agricultural 
subsidies of around half a trillion dollars per annum 
work to degrade land, poison water, and destroy 
forests. A similar sum could lead to much more 
productive, sustainable and equitable outcomes. 
There should be carbon prices not fossil-fuel 
subsidies. There are many more examples where 
we can see how change we can identify and 
understand would help us “build back better”. 

Many sustainable investments can be enacted 
quickly, are labour intensive and have strong 
economic multipliers. We know we should 
do many of them anyway so we should bring 
them forward for implementation at a time of 
unemployment. These are basic areas for public-
private collaboration. The young and the poor have 
been hit hardest by this crisis and supporting them 
through it and investing in their health and skills is  
of vital importance.

Cities and regional government are integral 
components of the challenge of re-thinking 
the role of the state. C40 and other gatherings 
could have a crucial role to play. More than 
any other actor, they will define the future of 
sustainability. There is growing understanding 
of how to create much better functioning, clean 
and compact cities, including the advantage 
of being able to move and breathe.

Government and states
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Non-private, non-government actors are critical to 
building a better world. Many unions have been 
playing a very constructive role in climate change 
(for example, through the International Trade Union 
Confederation [ITUC]). They have played a major role 
in organizing the emergence from lockdown. They 
recognize the importance of the long-term view and 
of skilling and re-skilling for a changing world.

NGOs are, of course, very varied. Philanthropic 
foundations such as Wellcome, Gates Foundation 
and others have been very influential in discovering 
and funding ways forward for development, 
particularly around health. The World Resources 

Institute has done outstanding research and 
campaigning on sustainability. Local philanthropic 
institutions in developing economies have been 
central to sustaining poor people through the 
COVID-19 crisis. For example, the International 
Committee of the Red Cross is doing vital 
humanitarian work.

Faith groups around the world have been leaders 
on sustainability, equity and humanitarian action, 
with Pope Francis being an outstanding example. 
Their voices are being heard on “building back 
better.” They will be central to any discussion on 
underlying values and principles. 

Labour movements, NGOs and faith groups

Internationalism will be fundamental in building the 
new world. We have, in large measure, the necessary 
institutions in the United Nations, the International 
Financial Institutions (IFIs), the World Health 
Organization (WHO) and so on. The challenge now 
is to get behind them and use them much better.

The current debt crisis, together with the climate 
crisis requires a greatly enhanced role for the IFIs, 
including their policy and implementation expertise, 
their ability to mobilize private funding alongside 
their own, as well as boosting their capital. 
Rebooting public action around the SDGs is a  
vital task for the UN. And the role of the WHO will 
be crucial to the management of future pandemics 
and in many other ways. 

Internationalism and globalization are not the  
same. The latter may recede, but we need much 
more of the former. The World Economic Forum  
can provide outstanding leadership in building  
that internationalism. 

International relations and the ability to collaborate 
and work together depends on countries and 
political and community leadership. The last years 
have been a time of tension between major powers. 
Working together to ease or resolve those tensions 
will be a key element in building a more cohesive 
world and strengthening the international institutions 
through which the world can collaborate. A key part 
of that will not only be the global groupings and 
institutions but also regional ones. 

International institutions
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