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All hands on deck: supporting people, places and firms in the transition to net-zero

CLIMATE ACTION AND 
RESILIENCE IN REGIONS

Regions and local governments are already 
at the forefront of implementing ambitious 
measures to mitigate and adapt to climate 
change. For example, more than 10 000 
cities and regions from over 140 countries 
have committed to their own climate and 
energy targets and actions, some of which 
are more ambitious than those of their 
national governments. However, to maximise 
impact, their efforts need to be co-ordinated 
and aligned with action at higher tiers of 
government. 

Cities and regions require a clear evidence 
base and rationale to prioritise and implement 
climate action measures as well as to monitor 
progress and scale-up ambition. In this process, 
national governments have a crucial role in 
enabling and supporting local governments 
in  their place-based actions to drive the zero-
carbon transition and build systemic resilience. 

The OECD Programme A Territorial Approach 
to Climate Action and Resilience, which will 
be carried out in close collaboration with 4-6 
countries, regions and cities, aims to supports 
the development and implementation of 
climate plans, strategies and policy instruments 
by:

1. Developing comparable and localised “zero-
carbon transition and climate resilience 
benchmarks” to show the signi�cant 
potential for subnational climate action;

2. Assessing national and subnational policy 
frameworks and developing a “checklist for 
action”, to support possible policy reforms 
and propose a consensus-based action plan; 
and

3. Facilitating international and in-country 
policy dialogues and peer-learning 
across levels of governments to enhance 
co-ordinated action and disseminate 
innovative practices.

The climate challenge is global, but with strong local  impacts and implications. National 
go ernments are pla ing an important role ut e ecti e climate action  re uires all 
levels of government to take the initiative to drive change.

A territorial approach to climate action and resilience

Less than a third - 28% - of the CO2 emission reduction potential 

in urban areas can be achieved through land-use regulation by local 

governments, with the rest requiring co-ordinated action between 

regional and national governments.
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Financing subnational environment and climate action

Subnational 

governments 

were, on average, 

responsible for 

   of public 

spending and 

   of public 

investment related 

to climate in the 

OECD in 2016. 

64%

55%

Although regions and cities play a key role in the 
transition and are key actors in �nancing climate 
actions, the true scale of their �nancial engagement 
is poorly understood. This hinders our ability to 
track the progress subnational governments are 
making towards the Paris Agreement commitments, 
to align subnational budgets with climate objectives, 
to anticipate climate-related investment needs, and 
to attract external �nancing for climate action. This 
knowledge gap is due, in large part, to a paucity of 
research and data on the topic. Further research into 
subnational climate �nance is required to support 
subnational government climate action, including by 
developing new tools to align subnational budgets 
to environmental objectives and mobilise external 
sources of funding.

In partnership with DG REGIO, the OECD is working 
to �ll knowledge gaps on the �nancial contribution 
of subnational governments towards environmental 
and climate objectives with the pioneering project 
“Financing Climate Action in Regions and Cities”.  
This innovative project adopts a two-pronged 
approach to measuring subnational public climate 
�nance: a high-level analysis looking at aggregate 
�nancial �ows and a more granular analysis based 
on two subnational green budgeting case studies. 
The results of the high-level analysis will be used 
to develop an Observatory on Subnational Climate 
Finance, which will include a database on subnational 
public climate-related expenditure and a compendium 
of climate-related revenue sources for subnational 
governments in OECD and EU countries. The results 
of the green budgeting case studies with the City of 
Venice and the Region of Brittany, will be used to 
prepare a set of guidelines and a self-assessment 
tool for other subnational governments to use in 
developing their own green budgeting exercises. 
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All hands on deck: supporting people, places and firms in the transition to net-zero

In some industrial production processes, 
such as the production of steel, cement or 
chemicals, moving to net-zero emissions will 
be particularly challenging. These activities 
will require technological and socio-economic 
transformations to make the transition. And 
they are typically geographically concentrated. 
Most OECD countries still have at least one 
region with over 50% coal-�red electricity. 
These areas need to take a proactive approach 
to managing the transition, not just in the 
industries themselves, but on the wider local 
ecosystem, including the impacts on local 
�rms, supply chains and workers.

In collaboration with DG REGIO, the CFE is 
working on a project to support regional 
industrial transitions towards climate 
neutrality. 

The project will: 

1. Identify the industrial sectors that are 
affected by major transformations, 
and their impacts on employment and 
value-added changes, as well as the 
transformations themselves.

2. Map regions in the EU hosting industrial 
sectors affected by major transformations, 
including through local industrial 
emissions data; business statistics for 
employment and value added; and 
regional renewable energy potentials.

3. Analyse regional industrial transition 
pathways and socio-economic impacts, 
including within-industry regional 
differences in emissions intensity and the 
impact of those pathways on economic 
performance,  employment, reskilling and 
social inclusion. 

Regional industrial transitions towards climate neutrality 

Most OECD countries still have at least one region with over 50% coal-fired electricity
Share of coal-fired electricity generation, large regions (TL2), 2017

• Regions and cities are facing inter-linked environmental pressures, including risks of heat waves and 
drought, flooding, poor air quality, and loss of biodiversity. 

• The OECD supports developing policies to accelerate green resilient urban infrastructure and 
enhancing biodiversity in cities and regions. An OECD paper on effective subnational biodiversity 
policies, drawing on policy practices from Scotland (UK), France and other signatories to the Edinburgh 
Declaration, was launched at COP26. 

• The OECD is also currently working to support countries to promote the role of subnational 
governments in Nature-based Solutions (NBS), which can be a useful tool to harness synergies between 
climate mitigation, climate adaptation and biodiversity.

Enhancing biodiversity and Nature-based Solutions: the role of subnational governments

Source: Adapted from OECD 
Regions and Cities at a 
Glance 2020
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RURAL POLICY 
FOR CLIMATE ACTION

Many rural areas face major challenges 
in reaching climate change goals as hosts 
to energy intensive industries. Average 
emissions per capita in OECD countries are 
three times higher in remote rural regions 
(26.3 tons of CO2 per capita) compared to 

large metropolitan regions (9.3 tons of CO2 
per capita). Bespoke policies are needed to 
help secure the transition of these places and 
attract new private sector investment.

While metropolitan regions emit the most, emissions per capita are highest in rural 
regions, driven by transport and industry. At the same time, rural areas host many 
natural resources and have capacity for renewable energy that will support the 
transition. Rural regions therefore have an important role to play in the net-zero 
transition, but too often their role is neglected in national policy approaches.

A Rural Agenda for Climate Action 

Production-based emissions per capita are highest in remote rural regions
Contribution to GHG emissions (bars) and GHG emissions per capita (line) by type of region, 2018

Rural places have speci�c challenges, but 
they are also places of opportunity. For 
instance, rural regions, especially remote 
ones, are leading in renewable electricity 
production. The OECD project Realising 
the Net Zero Opportunity and the Rural 
Agenda for Climate Action will show how 
rural regions can make the most of new 
opportunities in the transition to a net-zero 
economy, while generating bene�ts for local 
communities. As part of the project, the Rural 
Agenda for Climate Action was launched 

at the 26th UN Climate Change Conference 
of the Parties (COP26) in Glasgow. The Rural 
Agenda highlights opportunities for rural 
development linked to the net-zero transition, 
showcasing leading policy practices in 
implementing climate-friendly rural policies. 
It also aims to foster a long-term dialogue 
with subnational actors, private stakeholders 
and civil society to better integrate rural 
issues in broader national and sub-national 
climate polices.

Source: OECD 2021 Regional Outlook
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All hands on deck: supporting people, places and firms in the transition to net-zero

Rural regions, especially remote ones, are leading in renewable electricity production
Sources of electricity production, 2017

Source: Adapted from OECD Regions and Cities at a Glance 2020

THE RURAL AGENDA FOR CLIMATE ACTION�e Rural Agenda for Climate Action
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Accelerating 
the circular 
and bio-
economy.

Building local 

capacity.

Improving the 

evidence base 

at the regional 

and local level.

Fostering 

renewable 

energy.
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THE RURAL AGENDA FOR CLIMATE ACTION

he ural genda or limate ction identifies si  main areas o  opportunit  and 
action to drive the transition to net-zero in rural regions: 
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All hands on deck: supporting people, places and firms in the transition to net-zero

Across the OECD, rural regions cover 

           of all territory and are home 

to approximately 30% of the population. 

Rural regions also account for 43% of the 

electricity produced in OECD countries 

and generate 38% of their electricity 

using renewable sources. In total, regions 

far from metropolitan areas account for 

around half of the total electricity pro-

duced from renewable sources in the 

OECD.

80%

Mining regions and communities play 
an important role in the global transition 
towards a zero-carbon economy. Raw 
materials are essential for the production 
of new environmentally sustainable 
technologies. For instance, the rise of low-
carbon power generation to meet climate 
goals will triple the demand of minerals from 
this sector by 2040. Among those, demand for 
Lithium is expected to increase more than 
40-fold by 2040. In addition, supply chains 
of many of these regions and communities 
have the capacity to develop or implement 
environmentally sustainable process and 
technologies to reduce negative externalities 
of mining on the environment, such as CO2 
emissions and water pollution. 

Some OECD mining regions have progressed 
in this direction by setting local innovation 
policies or tightening cooperation within 
supply chains to reduce the environmental 
impact of mining. Other mining regions, 
especially those that focus on coal, will need 
to put in place mechanisms to  support a 
just energy transition for their communities, 
such as strategies to diversify and create new 
business ideas by mobilising local skills.

In this context, the OECD’s Mining Regions 
and Cities Initiative promotes and helps 
implement good practices and policies to 
support regions to adapt and contribute to 
the climate agenda. This initiative promotes 

this goal through three actions:

1. International events to share experiences 
and cutting-edge practices in relevant 
topics for mining regions, including the 
transition to environmentally sustainable 
mining, bene�t-sharing agreements with 
communities and innovation across the 
supply chain. These events bene�t from 
the mobilisation of the mining initiative’s 
network of over 1,500 representatives 
from regional governments, private sector 
(upstream and downstream mining �rms), 
academia and civil society (including 
indigenous peoples).

2. Speci�c regional case studies, which have 
supported regional mining strategies with 
an environmental scope or innovation 
policies to increase green practices in 
mining, such as in North Karelia (Finland), 
Upper Norrland (Sweden), Pilbara 
(Australia) and Andalusia (Spain).

3. A monitoring web tool of indicators 
(under development) to measure 
environmental, social and economic 
outcomes of mining regions, looking 
also at land use change, green energy 
production and water management.

A just energy transition for mining regions 
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All hands on deck: supporting people, places and firms in the transition to net-zero

CARBON NEUTRAL 
AND RESILIENT CITIES

National urban policy (NUP) frameworks can 
help ensure that climate objectives are �rmly 
embedded in policymaking at all levels. The 
2021 global monitoring of National Urban 
Policies shows that close to half (48%) of the 
162 countries surveyed have included climate 
objectives in their national urban policy. 
Although lower than other objectives, it is a 
signi�cant improvement from 2018 (36%). NUP 
frameworks can provide powerful vehicles 
to ensure progress on low-carbon mobility, 
compact urban development, sustainable 
buildings and risk-sensitive land-use policies.

Globally, cities account for more than 70% of energy-related CO2 emissions and two 
thirds o  energ  demand, and these shares are e pected to increase significantl  o er 
the coming decades without ambitious climate action. Many cities are seizing the 
initiative to implement new approaches that will transform the way we live, work and 
move – but a step change is needed in urban policy to meet climate objectives.

Embedding climate in National Urban Policy frameworks

In the next decades, the pressure on natural 
resources is expected to signi�cantly increase, 
as cities will need new infrastructure, services 
and housing to support population growth. By 
delivering outputs that minimise or mitigate 
negative environmental impacts, the circular 
economy can play a key role in improving 
lives and liveability, especially in cities. The 
circular economy implies rethinking notions 
of ownership and sharing, and shifting from 
resource ef�ciency to suf�ciency, through eco-
design, reuse, repurpose and remanufacturing. 

Transitioning to a Circular 
Economy in cities  

By 2050, the global 
population is estimated to reach 
9 billion people, 70% of which will 
be living in cities. Already, cities 
represent almost two-thirds of 
global energy demand, produce 
up to 50% of solid waste and are 
responsible for 70% of greenhouse 
gas emissions. Without action by 
2050,  global levels of municipal 
solid waste will double.

Climate objectives in NUPs
Levels of attention given to selected themes in their NUPs
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However, the potential of the circular 
economy to support sustainable cities, regions 
and countries is yet to be unlocked. In an 
OECD survey of 51 cities and regions, it was 
found that the vast majority (73%) reported 
challenges related to insuf�cient funding and 
inadequate regulatory frameworks . The OECD 

Checklist and Scoreboard on the governance 
of the Circular Economy in Cities and Regions 
helps governments identify and implement the 
conditions to promote, facilitate and enable the 
circular economy.

The OECD Programme on the Circular 
Economy in Cities and Regions aims 
to support national and subnational 
governments in their transition towards 
the circular economy through evidence-
based analysis, multi-stakeholder dialogues, 
tailored recommendations and customised 

action plans. The Programme supports the 
development of strategies through multi-
stakeholder processes in several cities and 
countries, including, so far,: Valladolid (Spain), 
Groningen (Netherlands), Umea (Sweden), 
Granada (Spain), Glasgow (UK), Tallinn (Estonia), 
Montreal (Canada) and Ireland. 

Buildings are central to the zero-carbon transition and 
green recovery from COVID-19, especially in cities.
Energy ef�cient buildings are often included in COVID-19 
recovery package, as they create jobs, improve health and 
alleviate energy poverty. Decarbonisation of buildings also 
contributes to reducing heating and cooling needs and 
could lead to expanding renewable energy use in urban 
settings.

Beyond a cluster of high performers, the majority of cities 
in the OECD have not yet achieved the SDG 7 target of 
producing more than 81% of electricity using renewable 
sources. The top performing cities are in Iceland, where 
Reykjavik has already reached the end value,  Switzerland 
and  Austria.

Decarbonising buildings and transports in cities and regions 

Buildings account for about 
40% of energy-related 
CO2 emissions globally, and 
for a much higher share of 
urban emissions - about 70% 
in large cities such as Paris, 
Tokyo or New York.

OECD Checklist for Action towards a circular economy

Source: OECD (2020), The Circular Economy in Cities and Regions: Synthesis Report, OECD Urban Studies, OECD Publishing, Paris
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Cities and regions have a unique ability to 
promote decarbonisation of the building stock, 
through direct ownership as well as through  
planning regulation. The OECD Programme 
on Decarbonising Buildings in Cities and 
Regions supports countries, regions and cities 

to enhance their implementation of energy 
ef�ciency measures in buildings through 
localised data and analysis, international 
knowledge sharing and tailored case studies. 

Decarbonising urban transport is also urgently needed to respond to the climate emergency. 
Measures to decarbonise urban transport include: 

• Eliminating the incentives and subsidies for carbon-intensive modes of transport, including 
individual cars; 

• Adopting higher taxes for high emissions vehicles and/or eco-bonuses for electric or hybrid 
vehicles;

• Providing credible alternatives to motorised transport such as dense, inter-connected and safe 
public transport networks; 

• Ensuring �nancial support for local public transport 
(including �eet replacement programmes);

• Prioritising investment in R&D and infrastructure for 
electric mobility;

• Prioritising shared and electric mobility (e.g. cars, buses, 
trains, trams, bikes and scooters) using 100% renewable 
or clean energy;

• Funding infrastructure for walking and cycling.

Combining transport reforms with housing and wider land 
use policies can generate greater bene�ts. In Mexico City, for 
example, aligning transport and housing policies with low-
carbon development objectives could help save up to 25 000 
lives and USD 5 billion in public health costs over the next 
decade. About 50 countries address public transport, cycling 
and walking countries as measures for climate mitigation in 
their national urban policies (NUPs), according to the recent 
global monitoring of NUP.

Transport produces 36% of 
greenhouse emissions (GHG) in 
New York, 35% in Rio de Janeiro, 
24% in Paris, and 17% in Sydney. 
CO2 emissions from urban 
mobility are expected to increase 
by 26% by 2050, while demand for 
urban passenger transport could 
grow by 60%-70% in the same 
period, if cities go back to the pre-
COVID urban transport demand 
levels.

The majority of cities in the OECD have not yet achieved SDG 7
Distance of OECD cities to the suggested end values for SDG 7 on affordable and clean energy

Source: OECD (2021), https://www.oecd-local-sdgs.org/index.html 
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THE RURAL AGENDA FOR CLIMATE ACTION�e Rural Agenda for Climate Action

Water pollution from land-based sources, 
such as waste and sewage disposal, 
negatively affects ecosystems. Over 70% of 
the consequences of climate change manifest 
themselves in water. By the 2030s, in the 
absence of adaptation, coastal �ood risk is 
projected to increase by a factor of four, while 
�uvial �ood risk could more than double. By 
2050, the number of people living in severely 
water-stressed areas will double to 3.9 billion 
people, intensifying competition over water 
allocation. Moreover, the lack of clean water 
limits economic growth by one-third, and 
polluted marine environments directly affect 
billions of people worldwide that rely on the 
ocean to provide jobs and food. Water pollution 
was identi�ed as a challenge for 75% of 48 

cities surveyed by the OECD (2016) Water 
Governance in Cities, despite progress on water 
quality.

Cities and local governments have a key role to 
play in fostering a sustainable blue economy. 
First, a wide range of blue economic activities 
such as tourism, �shing and aquaculture take 
place and provide employment at the local 
level. In Europe alone, the ocean economy 
provides 4.5 million direct jobs. Second, how 
cities build resilience to water-related risks 
directly impacts their ability to carry out blue 
economic activities: for example, nature-based 
solutions can restore the natural drainage 
capacity of cities, avoiding urban �ooding.

Building water resilience in cities 

12

The OECD Water 
Governance 
Initiative is an 
international 
network of public, 
private and not-
or-profit sectors 

representatives 
that gathers 
regularly to share 
good practices and 
consult on better 
water governance.

The OECD 
Roundtable on 
Smart Cities and 
Inclusive Growth 
gathers public 
and private 
stakeholders to 
share policies, 
practices and 
knowledge on how 
to leverage smart 
city initiatives 
to shape more 
sustainable and 
inclusive cities.

The OECD 
Champion Mayors 
for Inclusive 
Growth Initiative 
convenes 60+ city 
leaders who have 
committed to 
tac ling ine ualities 
and promoting 
more inclusive and 
greener growth in 
cities. 

The OECD 
Roundtable on the 
Circular Economy 
in Cities provides 
a knowledge-
sharing platform 
for stakeholders 
to share best 
practices related to 
the transition to a 
circular economy.

1 2 3 4

OECD CONVENING PLATFORMS FOR MORE SUSTAINABLE CITIES

5
The OECD 
Roundtable 
on Cities and 
Regions for the 
SDGs gathers 
public and private 
stakeholders to 
share policies, 
best practices 
and knowledge to 
support cities and 
regions to develop, 
implement and 
monitor strategies 
to achieve the 
SDGs. 
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Third, core city competences such as land use, 
spatial planning and waste management, among 
others, greatly affect the level of water security 
and quality which, in turn, affects the blue 
economy. For instance, habitat degradation from 
sand harvesting, mangrove deforestation, coastal 
development and poor land use practices, as well 
as litter and especially plastics, damage marine 
environments and the ecosystem services that 
they provide.

The OECD Blue Cities Project support cities to 
foster a blue economy that is resilient, inclusive 
and that preserves natural ecosystems. Blue 
Cities should adopt a RISC-proof approach 
(Resilient to shocks and risks; Inclusive, by 

providing job opportunities and protecting 
the most vulnerable from water-related risks; 
Sustainable environmentally, preserving natural 
ecosystems; and Circular, in order to limit 
resource extraction by closing material loops, to 
tackle pollution, by halving plastic litter and to 
create new material from waste), following the 
implementation of the OECD Principles on Water 
Governance at the city-basin scale. The OECD/ 
UCLGA Roundtable of Mayor for Water Security, 
to be launched at the 9th World Water Forum 
in March 2022, will provide a regional platform 
to enhance capacities of local governments to 
achieve water security goals.

The OECD Principles on Water Governance

Source: OECD (2015), OECD Principles on Water Governance
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• Recent estimates highlight that between 720 and 811 million people in the world faced hunger in 2020, 
and that 118 million more people were facing hunger in 2020 than in 2019.

• Regions and cities have a crucial role to play in achieving sustainable food systems. Food systems 
provide livelihoods for people working on more than 600 million farms, and hundreds of millions of 
people working in food supply chains, including in retail and food service. Of 2.9 billion tons of food 
purchased annually in cities, 1/3 is currently wasted, corresponding to USD 680 billion of economic 
losses each year in terms of food loss, waste and inefficiency in the use of water, energy and land, 
through which that food was produced and then transported to destination and distributed.

• The OECD is analysing the role of cities for sustainable food systems. This new project aims to 
undertake case studies and policy dialogues with interested cities and produce a synthesis report on 
the role of cities for sustainable food systems.

Boosting Sustainable Food Systems in Cities 

By 2050, over 570 low-lying coastal cities will face 
projected sea level rise by at least 0.5 metres, 

putting over 800 million people at risk. 
In addition, urban centres are estimated to produce 

60% of plastic marine debris. 
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GREENING SMES AND 
ENTREPRENEURSHIP

To achieve climate objectives it is important 
that policies provide the right incentives 
and resources for SMEs to participate in the 
transition. SMEs are not only collectively a 
major source of economic growth, value added 
and job creation, but also account for an 
important share of emissions across industries. 
SMEs and entrepreneurs can be a source of 

innovation to develop the technologies and 
solutions needed to address environmental 
challenges. Many SMEs are already leading the 
way in green technologies. For example, while 
small �rms account for about 8% of all United 
States patents, they account for 14% of green 
technology patents . 

Public action and investment alone are not enough to achieve the Paris Agreement 
goals. The involvement of the private sector and the social economy is crucial. Because 
SMEs are the predominant form of enterprise across the globe, they have a central role 
to play in the net-zero transition to a greener economy.

Sustainable and green �nance can help SMEs 
reduce their own environmental footprint. 
However, the role that sustainable and green 
�nance can play in helping SMEs contribute 
to the green transition has received relatively 
little attention. Recovery from the COVID-19 
crisis offers an additional opportunity to 
advance these objectives, as many national 
and supranational recovery packages have 
sustainability at their core.

The platform “Financing SMEs for 
Sustainability”, launched at COP26 by the 
OECD jointly with the British Business Bank 
and the Business Development Bank of 
Canada, provides a forum for dialogue and 
knowledge-sharing among public and private 
�nancial institutions, policy makers and 
SME representatives on how to overcome 

the challenges that SMEs face in accessing 
sustainable �nance and contributing to the 
green transition. 

It will contribute to the OECD’s overall objective 
to foster SME access to a diverse range of 
�nancing instruments, as recommended in 
the G20/OECD High-Level Principles on SME 
Financing. It will do so by: 
1. exploring the main characteristics of 

current sustainable and green �nancing 
instruments for SMEs;

2. investigating supply and demand-side 
barriers in the provision of �nancing 
for different types of green actions and 
different types of SMEs; 

3. analysing the policy approaches and 
identifying good practices to tackle current 
challenges to supply and uptake of this type 
of �nancing for SMEs.

The project will also contribute to the Financing 
SMEs and Entrepreneurs Scoreboard and the 
OECD Strategy for SMEs being developed 
by the OECD Committee on SMEs and 
Entrepreneurship. Its �ndings will inform the 
review of the G20/OECD High-Level Principles 
on SME Financing that will be undertaken in 
2021-22. 

Financing SMEs for sustainability 

In the OECD, SMEs account for 99% of 

all businesses, 60% of total employment 

and between 50% and 60% of national 

business sector value added. Estimates 

suggest that SMEs account for 60-70% of 

industrial pollution in Europe.

FINANCING SMES
FOR SUSTAINABILITY
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SMEs and entrepreneurs have received limited 
attention in analysis and in the policy debate 
regarding climate change. However, this 
is starting to change as there is a growing 
recognition of the signi�cant footprint that 
SMEs have. 

SMEs face a number of barriers in their 
greening efforts, and as a consequence less 
frequently undertake environmental actions 

to reduce their footprint than larger �rms. 
These barriers include a lack of awareness, 
information and knowledge on changing 
environmental requirements and needs, as 
well as support to address these. SMEs also 
have a more limited access than larger �rms 
to resources for greening, such as skills, 
�nance and technology, and have to deal with 
uncertainties in markets and policies that 
make greening investment challenging. 

Greening SMEs

91% of SMEs undertake at least one form of environmental 

or social sustainability action, ranging from 61% in recycling 

or reusing materials, to 52% in reducing energy and the 

consumption of natural resources, but considerably less than 

larger firms. Less than one in four SMEs in the EU currently 

evaluate their impact on society.

Governments have already started to 
implement speci�c policies for SMEs so that 
they contribute to reaching climate objectives.
The OECD is working to better understand 
the drivers and barriers for the greening of 
SMEs with a view to gain better insights on 

differences across sectors, places, business 
types, and the implications for policy (including 
in recovery packages from COVID-19). This will 
inform policy guidance to governments on how 
to develop tailored policies within coherent and 
integrated policy packages.

SMEs lag behind environmental actions to reduce their footprint
Environmental and social sustainability action by firm size

Note: Sample covers 12 
615 �rms in European 
Union Member States. 
The survey was 
conducted between 
February and May 2020. 

Source: (European 
Commission, 2020[37])
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All hands on deck: supporting people, places and firms in the transition to net-zero

Fostering green and inclusive entrepreneurship 
is another key aspect of achieving net zero. 
An increasing number of national and local 
governments, as well as businesses, have 
committed to ambitious targets towards 
net-zero. These commitments call for rapid 
innovation and investment to develop new 
technologies and in�uence the behaviour 
of �rms and people. This creates new 
opportunities for entrepreneurs to exploit new 
markets, which will be an important driver 
for broader change. The COVID-19 pandemic 
has created an opportunity for governments 
to advance on this agenda since economic 

stimulus packages could also be used to 
support actions that simultaneously achieve 
environmental and inclusion objectives. 
In addition to monitoring trends in green 
entrepreneurship activities, the OECD works 
with governments to ensure that the right 
mix of policies are in place to foster green 
entrepreneurship. This includes setting 
up enabling framework conditions for the 
commercialisation of eco-innovation, using 
public-private partnerships to better manage 
risk and increase knowledge diffusion, and 
closing gaps in �nancial markets, particularly 
at the pre-seed funding stage. 

Fostering green and inclusive entrepreneurship

The social economy can play a critical role, 
in collaboration with public and private 
partners, to “build back better” and inspire 
business models to drive an inclusive 
and green transition, for example through 
their engagement in areas such as the low-
carbon energy systems, sustainable �nance,  
sustainable food systems and  sustainable 
management of natural resources. Social 
economy organisations  have played pioneering 
roles for decades in shaping and expanding 
circular economy activities and practices 
while also reinforcing social inclusion and 
often providing decent work and training 
opportunities for vulnerable groups.

The social economy can be a source of quality 
job creation, while addressing environmental 
issues and often integrating disadvantaged 
people into the labour market. In some regions, 
growth in employment in the social economy 
has outpaced that of the private sector in 
recent years . In Europe, two million social 
economy organisations employ about 6% of 
the EU’s workforce,  many of which  operate 
in the circular economy. For instance, RREUSE  
is an international network that gathers 29 
members, federating a wider network of 
approximately 850 social enterprises operating 
in the circular economy. These organisations 
collectively handle around 1 million tonnes 
of goods and materials annually (equivalent 

in weight to 137 Eiffel towers), processed 
either for repair and reuse, or for recycling. 
This generates a turnover in excess of EUR 1.1 
billion, which the organisations use to provide 
jobs and training opportunities to over 100 000 
individuals, many of whom are at risk of social 
exclusion. Likewise, the European Federation 
of Citizen Energy Cooperatives  gathers 1 
900 energy cooperatives  involving 1 250 000 
citizens who  actively participate in the energy 
transition.

The OECD assists national, regional and local 
governments in designing and implementing 
strategies to support the social economy 
through tailored and evidence-based policy 
recommendations. Over the next three years, 
the OECD and the European Union have joined 
forces as part of a Global Action “Promoting 
Social and Solidarity Economy Ecosystems” to 
increase the scale and impact of the social and 
solidarity economy globally. This work, which 
targets all EU countries and Brazil, Canada, 
India, Korea, Mexico, and the United States, 
will result in international guides on legal 
frameworks and social impact measurement 
for the social economy, peer learning 
partnerships, and country-speci�c intelligence.

Fostering the circular and green transition 
through the social economy
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Reading list

Key publications

Access the OECD iLibrary: oecd-ilibrary.org
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