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On the occasion of the annual meeting of the Board of Governors of the Asia-Europe 
Foundation (ASEF) in Budapest, Hungary, a Public Panel debate on the competing crises of 
economy and environment was hosted by the Regional Environmental Center (REC) on 6 May, 
2009. Founded in 1990 as a tool for transition, the REC has grown to include 29 member 
countries from the Central and South Eastern European region, also including Turkey. The 
European Commission is also a member. The Center serves a population of some 200 million 
people today. This policy brief draws on the contributions of  the Public Panel whose members  
included: 
 
 Mr. Istvan Teplan, Centre for Public Administration and Human Resources, Hungary  
 Dr. Radoje Lausevic, Regional Environmental Center, Hungary 
 Mr. Augustine Anthuvan, Channel News Asia, Singapore 
 Prof. Yurika Ayukawa, Office Ecologist & Osaka University, Japan 
 Dr. Brigid Gavin, European Institute for Asian Studies, Brussels. 
 
The author wishes to thank the members of the Public Panel for their excellent presentations 
and the members of the ASEF Board of Governors for their interesting and insightful 
contributions to the debate.  The views expressed in this paper are the personal views of the 
author and do not represent the position of ASEF. 
 
 
 
The double crisis affecting the global economy and global climate represents an 
unprecedented challenge to the people of Asia and Europe. Effects of the global 
economic crisis will be far reaching and prolonged if governments do not act in a 
determined way to cut the vicious circle of ailing banks, spiraling government deficits, 
faltering industry and rising unemployment. Against this background, many fear that the 
economic crisis will have an adverse impact on climate policy making governments and 
business more reluctant to take the necessary steps to cut emissions of greenhouse 
gases (GHG) and prevent irreversible damage to our planet. 
  
How can we position climate change at the forefront of the global agenda – not by 
competing with the ongoing crisis, but supporting the alleviation of the crisis? The idea of 
using the current recovery plan, especially the fiscal stimulus packages, to actually 
subsidise new green technologies will hopefully have a double impact: create new jobs 
and help to get the economy going again while, at the same time, investing in climate 
friendly projects across sectors to support the transition towards a low carbon society. 
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In times of crisis people often look to the past for inspiration. But history does not repeat 
itself, rather the historians repeat one another, as Oscar Wilde quipped. Yet major 
defining moments in the past can provide insight into how to tackle major problems 
today. One such moment was 'The New Deal' of the 1930s in which government spending 
targeted certain sectors and infrastructure as a means of pulling the American economy 
out of depression. Today, the ideal of a 'Global Green New Deal' increasingly fires the 
imagination of many people around the world and it could be the catalyst for a transition 
to a sustainable global economy.  
 
But how can we achieve solutions to the double crisis affecting the global economy and 
the global climate? The existing system of global governance suffers from serious 
deficiencies and the global institutions have been unable to predict, prevent or control 
financial crises - especially the current one. And international climate negotiations have 
become stalemated and polarised between North and South. 
 
But we now see new momentum as the G-20 process assumes increasing importance in 
dealing with the global economic crisis. The G-20, which has given greater 'voice' to the 
emerging market countries of Asia in shaping the new global financial architecture has 
been strongly supported by Europe since the ASEM Declaration in Beijing last October. 
Climate policy negotiations now constitute a second major process. The Bali agreement 
of 2007 set out the road map to Copenhagen and the pressure of the negotiations are 
now building up towards achieving a Kyoto II agreement for the post 2012 period. Thus, 
the G-20 process and the Copenhagen meeting later this year are the two major driving 
forces behind the current drive towards a Global Green New Deal. 
 
 
 

G-20 Leaders statement at the London Summit, 2 April, 2009 
 
 We agreed to make the best possible use of investment funded by fiscal stimulus 

programmes towards the goal of building a resilient sustainable and green 
recovery. We will make the transition towards clean, innovative, resource efficient, 
low carbon technologies and infrastructure. We encourage the MDBs (multilateral 
development banks) to contribute fully to the achievement of this objective. We will 
identify and work together on further measures to build sustainable economies.  

 
 We reaffirm our commitment to address the threat of irreversible climate change, 

based on the principle of common but differentiated responsibilities and to reach 
agreement at the UN Climate Change conference in Copenhagen in December 
2009. 

 

 
 
This policy brief explores how Asia and Europe can enhance cooperation to achieve 
mutually reinforcing policies for the global economic crisis and climate change. First, we 
will present a brief overview of the amount of government fiscal packages in Asia and 
Europe and how much spending is planned for 'green stimulus'. We will then analyse the 
major challenges facing Asia and Europe in the run up to a new climate agreement. The 
next section will highlight the special needs of the two sub-regions of South East Asia and 
South Eastern Europe which are especially vulnerable to climate change. The final 
section will provide some recommendations for future areas of cooperation between Asia 
and Europe.  
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I. Comparing green fiscal stimulus in Asia and Europe 
 
Since the financial crisis broke last October, governments around the world have adopted 
various types of stimulus packages to accelerate economic recovery. This has given rise 
to a big debate about which sectors of the economy will actually be the beneficiaries of 
such massive public spending. Key questions concern how much money will be spent on 
sectors that can contribute to restoration of economic growth while, at the same time, 
reducing greenhouse gas emissions? Are governments allocating fiscal stimulus 
spending to achieve low carbon growth as a key strategy for global economic recovery? 
Are we moving in the direction of a transition towards a low carbon economy that will 
provide both economic growth and mitigation of global warming? 
 
Asia is now leading the world in terms of the sheer volume of its financial package for 
economic recovery – which is dominated by the three largest economies in North East 
Asia, in particular China. Many of the smaller South East Asian countries have not 
introduced such stimulus packages according to the Asian Development Bank. But even 
more interesting, East  Asian countries are increasingly going green by investing large 
amounts in green technology and dedicated environmental spending, as shown in Table 
1 below. 
 
Table 1: Asia and Europe: the green stimulus in international comparison 
 

Country Total fund 
$ billion 

Period 
years 

Green Fund 
$ billion 

 Green Fund  
% of total 

 
EAST ASIA 
 
China       

 
586.1 

 
2009-10 

 
221.3 

 
37.8% 

India 13.7 2009 0.0 0.0% 
Japan 485.9 2009 onwards 12.4 2.6% 
S. Korea 38.1 2009-12 30.7 80.5% 
Thailand 3.3 2009 0.0 0.0% 
Total 1,127.1 0 264.4 23.4% 
 
EU 
EU 38.8 2009-10 22.8 58.7% 
Germany 104.8 2009-10 13.8 13.2% 
France 33.7 2009-10 7.1 21.2% 
Italy 103.5 2009 onwards 1.3 1.3% 
Spain 14.2 2009 0.8 5.8% 
UK 30.4 2009-12 2.1 6.9% 
EU  Member 
States total 

308.7 2009 6.2 2.0% 

Total 
 

325.5 0 54.2 16.7% 

 
Source: HSBC Global Research (2009). A Climate for Recovery: The colour of stimulus 
goes green. 
 
As the table shows, there is much more spending in China than in Europe. So why is there 
so much spending in China and so little in Europe? First of all the starting conditions are 
different. China has considerable capacity for deficit spending given its large reserves 
and low stock of government debt. Furthermore, investment makes up almost 50% of 
Chinese GDP and since investment is usually pro-cyclical, the Chinese government was 
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worried that a major economic downturn could lead to serious economic and social 
unrest. By contrast, the stimulus package is much smaller in Europe because of the 
'automatic stabilisers' that are built in to the social security system in European countries, 
especially unemployment assistance. They stabilise the level of spending in times of 
economic downturn which effectively play a similar role to fiscal stimulus. 1 
 
The amount of green stimulus in Asia is also very impressive. China has allocated almost 
40% of the fiscal stimulus towards green investment themes that will help to mitigate 
climate change, such as development of railways and other public transport, energy grids, 
housing, and water management as well as dedicated spending on environmental 
improvement.  
 
Japan is already a world leader in the low carbon emission revolution– as a leading solar 
power producer, the first nation that popularised eco-friendly cars and by introducing an 
eco-point system to incentivise people to use the most energy efficient electrical 
appliances in their homes. Japan's recovery package has four pillars, two of which are 
related to achieving a low carbon economy. The Japanese government now plans a 
growth initiative aimed at 'doubling Asia's economy’ that will contribute to the global 
economic crisis and combat climate change. 
 
But it is South Korea that has emerged as the real green leader in Asia with some 80% of 
total government spending allocated for green investment. A wide array of green projects 
are grouped under four main themes:  
 
 conservation - including green cars, clean energy and recycling;  
 quality of life - including green neighbourhoods and housing;  
 environmental protection - including the revitalisation of major rivers and saving of 

water resources:  
 infrastructure - green transport networks.  
 
While the size of the stimulus package is smaller in Europe, the green investment - 
climate dimension is greater than in Asia, which is due to the focus on low carbon 
investment in France and Germany and, at EU level, for regional energy infrastructure. 
Europe has already  made significant investment in general environmental protection 
over the past decade which has paid off in terms of reducing greenhouse gas emissions 
under the Kyoto protocol. 
 
Looking at the big picture internationally, we see that most green stimulus spending will 
go for energy efficiency – more than two thirds of the total amount as shown in Table 2. 
The emphasis on energy efficiency shows a new understanding of how energy efficiency, 
energy security and climate change are now linked together. Investment in energy 
efficiency is good for the economy and good for climate change. The quest for greater 
energy security is driven by the depletion of fossil fuels, market volatility surrounding oil 
prices, and intensifying climate change which experts warn may become catastrophic 
within less than 30 years. To this may be added geopolitical factors concerning Russia as 
an unreliable supplier of gas to European countries, the case in point being Ukraine, 
whose gas supply has been cut off periodically in recent months and years. 
 
 
                                                
1 The total fiscal stimulus package in Europe is estimated to be around 200 billion Euros, which is a 
combination of some 30 billion euros from the  EU institutions and some 170 billion from the member states.  
Because the EU does not have powers to act as a 'European Treasury', its contribution is much smaller than 
that of the Member States. A comprehensive analysis of the European fiscal stimulus packages is given by  
Saha and Von Weizacker (2009) from the Bruegel institute in Brussels. 
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Energy efficiency can boost economic growth and help the environment in all countries – 
both industrial and developing. A recent study published by Mc Kinsey (2008) argues that 
targeted investment in energy efficiency from now until the year 2020 could halve the 
projected demand for global energy. And, it could also deliver up to half of the emission 
abatement required to cap the amount of gases needed to prevent global warming. Much 
of this investment would be more cost effective in developing countries and, therefore, 
could make a significant contribution to economic development and climate abatement 
policies. 
 
Table 2: Green themes in the allocation of government spending 
 
Green theme % of stimulus spending  

 
Energy efficiency 68% 
 rail transport  27% 
 Energy grids  21% 
 Buildings  15% 
 Low carbon vehicles  4% 
Water management 19% 
Renewable energy 9% 
Pollution reduction 5% 
 
Source: HSBC Global Research (2009). A Climate for Recovery: The colour of stimulus 
goes green. 
 
 
II: Challenges on the road to Copenhagen  
 
Two big questions dominating international climate negotiations concern what concrete 
commitments will be taken by the industrial countries – who bear the largest share of 
responsibility for greenhouse gas emissions, and what would be a 'fair share' of 
responsibility for advanced developing countries like China and India under a new Kyoto 
regime. 
 
The Inter-governmental Panel for Climate Change (IPCC) has said that industrial countries 
should reduce emissions between 25-40% by 2020 compared to 1990 levels. But it also 
advises developing countries to lower their emissions by 15-30% below business-as-
usual levels by 2020. Such reductions will be necessary if we are to avoid an increase of 
global temperature by two degrees celsius – the benchmark level beyond which 
irreversible  climate change is predicted to occur. 
 
The EU has played a leading role in achieving the Kyoto I agreement and is on track to 
achieve its Kyoto commitments on reduction of emissions. Europe has confirmed its 
leadership role with the adoption of its climate package committing to 20% reduction in 
emissions and an increase of 20% of energy from renewables by 2020 for the Kyoto II 
agreement to be concluded for the post 2012 period. EU policy will be implemented on 
the basis of an 'effort sharing' system whereby the higher income countries will have to 
do relatively more than the lower income member states. 
 
But the second major pillar of EU policy concerning the flow of financial resources to 
developing countries has not yet been finalised. This is crucially important in the energy 
sector, for example. The United Nations Development Programme (UNDP) estimates that 
development of low carbon energy systems in developing countries will cost 25-50 billion 
dollars annually by 2020. The Stern Report (2006) estimates that public funding for R& D 
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in energy should be 50 billion euros annually by 2030. The European Commission (EC) 
has proposed new public funding for a) clean energy, b) forest protection and c) 
measures to adapt to the already unavoidable impacts of climate change. Moreover, this 
funding should be on top of existing overseas development aid (ODA). However, the EC 
has not yet put forward concrete figures which are essential to start any real negotiations. 
They have announced their intention to do so at the European Council, Heads of State 
meeting in June, 2009. 
  
Turning to Asia we see that Asian economies now figure prominently among the top ten 
largest emitters of greenhouse gases in the world as shown in Table 3. This reality will 
inevitably make for difficult climate negotiations in the coming months.  
 
 
Table 3: Key data on the  10 largest CO2 emmiters  
 
Country % share of global 

CO2 emissions  
 
 

% share of 
global primary 
energy supply  

% share of 
global GDP 
 
 

% share of 
global 
population 
 

USA 20.34 19.77 19.57 4.59 
China 20.02 16.00 15.09 20.07 
Russia 5.67 5.76 2.56 2.18 
India 4.46 4.82 6.38 16.98 
Japan 4.33 4.49 6.15 1.95 
Germany 2.94 2.97 3.92 1.26 
Canada 1.92 2.30 1.77 0.50 
UK  1.92 1.97 3.04 0.93 
Korea, Rep. 1.70 1.84 1.76 0.74 
Italy 1.62 1.57 2.67 0.90 
 
Source: The Climate Change Performance Index Results 2009. 
 
But many Asian countries are now taking remarkable domestic actions for addressing 
climate change. Those efforts need to better known and recognised internationally. To 
achieve that, Asia needs to become better integrated into the international context and 
get international support for future additional activities. By adopting a more pro-active 
stance, Asia could play a much more important role in climate negotiations and could, 
together with Europe, lead the way out of the existing stalemate. 
 
 
III: Special measures for South East Asia and South East Europe 
 
While the climate debate has focused strongly on the large emerging economies we 
should not forget the smaller countries in South East Asia and South East Europe, which 
together account for more than 700 million people. Both of these sub- regions are 
especially vulnerable to the effects of climate change such as rising sea levels, damage 
to coastal regions and marine life, increased risk of severe weather events including 
intense rainfall and flooding which lead to damage to built up areas and infrastructure. 
 
In the case of South East Europe, an REC study has estimated the valuation of losses to 
ecosystems between 2000-2050 equivalent to around 50 billion euros from land based 
ecosystems alone, while cumulative welfare losses could be equivalent to 7% of annual 
consumption by 2050 (Lausevic, 2009) Therefore, it is vitally important to develop 
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cooperation between countries and all stakeholders in the region to develop an action 
plan to deal with climate change, biodiversity and ecosystem services.  
 
A recent study published by the Asian Development Bank (ADB) shows that climate 
change is already affecting SEA countries with rising temperature, decreasing rainfall, 
rising sea levels, more frequent and intensive weather extremes leading to massive 
flooding, landslides, and drought causing extensive damage to human life and assets 
(ADB, 2009). Therefore, it argues that the region needs to pool resources in order to 
adopt measures for adapting to climate change. Such measures include new 
technologies, disaster and risk management and water resource management for the 
whole region. The ADB study recommends investments in infrastructure, energy efficiency 
and forest fire protection systems. Governments must jointly safeguard common 
resources like rivers and cooperate on controlling the outbreak of diseases and 
managing disaster relief. 
 
Conclusions and  Recommendations 
 
On the basis of present evidence, we can say that Asia and Europe have made a good 
start in investing for the future of the green economy. But it is only a start as many open 
questions remain concerning how the fiscal stimulus packages will be implemented in 
practice, within what time frame and how green they will really be etc.  
 
Furthermore, we have seen that governments have been acting individually and have 
been mostly concerned to protect their own national interests, with very little evidence of 
regional co-ordination. But the problems of the global economic crisis are too big for 
countries to resolve individually. There is need for regional collective action that would 
increase the multiplier effects of spending if co-ordinated at the regional integration.  
 
National economies in Asia and Europe are already deeply integrated though intra-
regional production networks and the flows of investment and trade linked to those 
networks. So, all the major industrial actors in the new green revolution already have 
regionalised operations, such as transport, energy, industrial equipment, banking and 
finance etc. But now there is need to build a whole new green infrastructure to make the 
new green technologies viable. 
 
Europe has a headstart over Asia in the creation of a regional internal market and more 
specifically in the establishment of trans-European networks in major sectors including 
transport, telecommunications and, most recently, for the crucially important sector of 
energy. In the context of energy security and climate change, the European experience of 
creating a regional energy market could provide some useful guidelines for East Asia.2 
 
To conclude we propose the following recommendations for enhanced inter-regional co-
operation. 
 
 Asia and Europe should commit to continuing investment in green technology for the 

foundation for their future regional economies.  
 Asia and Europe should establish collaborative projects for research and 

development into new green technologies in order to make them available as soon as 
possible 

                                                
2 See Brigid Gavin and Sangsoo Lee on how regional collaboration can contribute to energy security 
and what lessons East Asia might draw from Europe. 
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 Cooperation on renewable energy offers possibilities for both industrial and 
developing countries because the technologies are at different levels of technological 
and economic development. 

 Special sectors, such as geothermal energy, provide possibilities for transfer of 
technology from Iceland to the Philippines which has much potential in this area. 

 Technical assistance could be provided through the multilateral regional banks for 
the construction of regional energy infrastructure in East Asia. 

 Special regional funding should be made available for protection of ecosystems in 
South East Asia and South East Europe. 

 Asia and Europe should together take a leadership role in the global climate     
negotiations in Copenhagen for a Kyoto II Agreement. 
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