
THE IMPORTANCE OF SOCIAL PROTECTION FOR CLIMATE 
CHANGE MITIGATION IN LMICS: SUCCESS STORIES AND 
OPPORTUNITIES FOR THE FUTURE



 

MARIO GYÖRI, KATHARINA DIEKMANN AND ELENA KÜHNE 

FEBRUARY 2021

 I  /  AUTHORS 



 CHAPTER 1 ..     INTRODUCTION   

 CHAPTER 2 ..    SOCIAL PROTECTION AS A COMPENSATION MEASURE  

FOR THE ADVERSE IMPACTS OF CLIMATE CHANGE MITIGATION 

THE RATIONALE   6 

ENERGY SUBSIDY REFORMS   8 

CARBON PRICING   10 

GREEN STRUCTURAL CHANGE    11

 CHAPTER 3 ..    THE POTENTIAL OF SOCIAL PROTECTION TO INCENTIVISE CLIMATE-FRIENDLY BEHAVIOUR 

LINKING SOCIAL CASH TRANSFER PROGRAMMES TO CLIMATE-RELATED OBJECTIVES  14 

SUSTAINABLE LIVELIHOOD PROGRAMMES  16 

ENVIRONMENTALLY SENSITIVE PUBLIC WORKS PROGRAMMES   17 

‘CASH + NUDGING’ AND ‘CASH + BEHAVIOUR CHANGE COMMUNICATION’ FOR CLIMATE CHANGE MITIGATION   18 

 CHAPTER 4 ..    CONCLUSION 

BIBLIOGRAPHY   21

ACKNOWLEDGEMENTS  II
ACRONYMS  III

 5 

 1 

CONTENTS

 13 

 19 



This paper was compiled by GIZ’s Sector Initiative Social Protection and benefited from reviews and inputs by internal and external 
experts. We would like to acknowledge the valuable contribution of the experts that peer reviewed the paper: Anna Pegels 
(Deutsches Institut für Entwicklungsforschung, DIE), Daniele Malerba (Deutsches Institut für Entwicklungsforschung, DIE), 
Johannes Uhl (GIZ), and Fabian Klinge. The paper was also enriched by discussions in the context of a cross-sectoral GIZ  
workshop in January 2020. 

ACKNOWLEDGEMENTS

 II  /  ACKNOWLEDGEMENTS 



ALMP active labour market policy

ASP adaptive social protection

CCM climate change mitigation

COTAP Carbon Offsets to Alleviate Poverty

CO
2

carbon dioxide

ECT environmental cash transfer

ETS emissions trading scheme

GDP gross domestic product

GIZ Deutsche Gesellschaft für Internationale Zusammenarbeit

HIC high income country

ILO International Labour Organization

IMF International Monetary Fund

LMIC low and middle income country

PES payment for ecosystem services

PPP purchasing power parity

PROEZA Poverty, Reforestation, Energy and Climate Change (Paraguay)

PSA Pago por Servicios Ambientales (Mexico)

PWP public works programme

SBCC social and behaviour change communication

UNFCCC United Nations Framework Convention on Climate Change

USD United States Dollar

ACRONYMS

 III  /  ACRONYMS 



INTRODUCTION1



Worldwide, the importance of introducing climate change mitigation (CCM) measures is 
being increasingly understood and has become a policy priority. Initiated by international 
agreements such as the Paris Agreement, countries from all over the globe and across all income 
groups have been committing to greener growth models and policies, aiming to reduce the 
global level of greenhouse gas emissions. These reforms ensure that our societies can develop in 
a sustainable way and without compromising the life perspectives of future generations. More-
over, they set the basis for long-term economic growth in a post-carbon world and will trigger 
positive social impacts, such as new green jobs, as well as more sustainable incomes and less 
damage due to natural disasters. These policies are, thus, an opportunity to make our economies 
more socially equitable and inclusive. 

However, while in the long term the positive social and economic impacts will prevail,  
in the short to medium term these reforms can also have costs and bring about hardship 
for segments of the population. Governments are, therefore, increasingly worried about the 
negative social impacts that CCM may have in the short term. Already poor and vulnerable 
households may be especially adversely affected, as many CCM measures carry with them 
additional costs and can endanger incomes and livelihoods. This is particularly true for house-
holds depending on environmentally-damaging activities, such as those engaged in unsustain-
able agriculture or logging. In addition, decarbonisation processes lead to structural 
transformations that may substan tially increase unemployment in some regions and for low 
skilled workers in ‘brown’ sectors. For this reason, concepts such as ‘green growth’, ‘green jobs’, 
and the ‘green economy’ share a broad consensus that ‘green transformation’ needs to be 
designed in an inclusive way (ILO, 2015; OECD, 2017; UNFCCC, 2016). Fortunately, 
many CCM policies will create additional government revenue (e.g. via carbon pricing) or 
reduce government spending (e.g. via subsidy reforms), thereby creating the fiscal space for 
equity-enhancing reforms.
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BOX 1: DEFINITION OF KEY TERMS 

SOCIAL PROTECTION: A set of policy measures to reduce poverty and provide 
income security to individuals along their lifecycle. Social protection may include 
social insurance (e.g. unemployment insurance, health insurance), social assistance 
(e.g. poverty-targeted cash transfers, public works programmes, school feeding, 
universal child grant programmes), as well as active labour market policies (e.g. 
employment promotion, vocational training).

CLIMATE CHANGE MITIGATION POLICIES: Public policy measures to reduce  
global warming. This paper focuses on the reduction of energy subsidies, as well as 
the introduction of carbon prices, which both aim at increasing energy prices and 
thereby discouraging energy consumption. There are other climate change mitiga-
tion policies, like subsidising renewable energy production or public transport, 
but the social impacts of these policies are generally less pronounced than subsidy 
reforms and carbon pricing.

GREEN STRUCTURAL CHANGE: This refers to the re-allocation of resources from 
more polluting to less polluting economic activities. It can be a consequence of  
climate change mitigation policies, but can also be induced by changes in consumer 
preferences (e.g. preference for train travel over air travel) or in the preferences of 
companies regarding sustainability. 
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In light of these considerations, this paper intends to show how social protection can  
contribute to the reduction of CO2 emissions1 and combine the overall aims of CCM and 
social justice. Implementing CCM measures in a socially-just manner is not only important  
for ethical reasons, but can also ensure that CCM policies receive the necessary support from 
the population. While the links between social protection and climate change adaptation  
have been widely acknowledged and transferred into comprehensive concepts and practices, 
such as adaptive social protection (ASP), the role of social protection in climate change  
mitigation policies has only rarely been documented. 

Social protection is concerned with reducing poverty and providing income security to 
individuals throughout their lifecycle. It can, therefore, address the negative side-effects  
of the overall desirable process of climate change mitigation and has an enormous poten-
tial to shape green transformation processes in a socially-just and acceptable manner. 
Social protection can shape such processes in at least two ways. First, various social protection 
instruments, such as cash transfers, public works programmes (PWPs) or active labour market 
policies (ALMPs), can protect vulnerable groups and workers from the adverse effects of cli-
mate change mitigation policies and prevent them from falling into poverty or destitution after 
income losses. Secondly, social protection can help to make sectoral transformation processes 
more socially inclusive, and potentially support poor and vulnerable populations to use green 
transformation as a stepping stone to escape poverty. In this way, social protection can play a 
crucial role in building a broad consensus in society on the necessary transformation process-
es. As recently pointed out by the International Labour Organization (ILO), “green policies 
may […] not be socially acceptable unless they are accompanied by social protection measures” 
(ILO, 2018). Recent green deals, such as the European Commission’s European Green Deal 
have explicitly linked climate-related goals to social objectives and benefits (European Commis-
sion, 2019).  

The same holds true for plans regarding a green recovery after COVID-19 (BMU, 2020). 
Therefore, Chapter 2 focuses on how social protection can protect the poor and  
vulnerable against the adverse impacts of green transformation processes, in particular,  
due to energy subsidy reforms, carbon pricing and green structural change, thereby  
making green transformation processes more socially inclusive and acceptable.

In Chapter 3 it will be argued that social protection also has a great potential to directly 
incentivise the climate-friendly behaviour of individuals. The most prominent and well- 
evaluated example in this regard is environmental cash transfers (ECTs), which compensate 
individuals for using natural assets in a sustainable way. Beyond that, there are also a number 
of innovative approaches for incentivising climate-friendly behaviour, such as sustainable  
livelihood programmes, climate-focused PWPs and nudging approaches.

While it is acknowledged that the highest share of past emissions lies with high income  
countries (HICs), the study focuses on low and middle income countries (LMICs), given  
that our knowledge of related good practices is much more limited for these countries.2  
Figure 1 provides a stylised and simplified overview of the potential interactions between  
social protection and climate change mitigation, which will be discussed in this paper.

1  In order to reach our climate goal, all types of greenhouse gases need to be reduced. For the sake of simplicity, this 
paper only addresses CO

2
 emissions. However, all discussed measures can (and must) be applied to other greenhouse 

gases, such as methane, too.
2  It is important to bear in mind that with almost 60% of the global population, LMICs account for less than 15% of global 

emissions (Ritchie, 2018). Responsibility for climate change mitigation, thus, lies primarily with HICs, as they are 
responsible for by far the largest share of emissions. Nevertheless, global zero emissions can only be achieved with the 
participation of LIMCs. There is also a danger that without consistent economic and social transformation these 
countries will fall behind in terms of green growth models, thereby impeding their growth perspectives in the future. 
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In this chapter it is argued that social protection’s primary potential in the context of  
climate change mitigation lies in assisting individuals and households that are adversely 
affected by mitigation policies. Social protection programmes have proven their role in  
compensating people who suffer important welfare losses due to subsidy reforms. Therefore, 
social protection holds the potential to compensate populations that are affected by carbon 
pricing or sectoral transformation processes.

As a first step, this chapter explores the underlying reasons for providing compensation mea-
sures to poor and vulnerable segments of the population, followed by a section on social protec-
tion’s role in energy subsidy reforms. The chapter then looks at the role of social protection in 
carbon pricing. Finally, the need for social protection within sectoral transformation is explored.

 

THE RATIONALE

It is widely recognised that the costs of mitigating climate change today are much smaller than 
the long-term costs of inaction (Ricke et al., 2018; Bansal, Kiku, & Ochoa, 2016; OECD, 
2015; White House, 2014). Consequently, it is an economically rational choice to green our 
economies now. Moreover, climate change will decrease the economic wellbeing of future gener-
ations through increased adaptation costs, a higher frequency of natural disasters, a higher risk 
of climate-related diseases, and a lower availability of natural resources (Page, 1999; Schuppert, 
2011; Paavola, 2017), among other things. Mitigating climate change is, therefore, also an  
ethical obligation towards future generations. 

However, green transformation processes will also have immediate distributional impacts for 
our societies. In other words, some groups will pay a higher price than others. Initial evidence 
from HICs suggests that poorer segments of the population may be hit hardest by the social 
impacts of most climate change mitigation policies (Zachmann, Fredriksson & Claeys, 2018). 
This may pose a particular difficult obstacle to green transformation policies in LMICs, where  
a large share of the population live below the national poverty line, or even below the World 
Bank’s extreme poverty line of $1.90 per day.3 

Social protection is one of the key policy instruments to protect the poor against the adverse 
distributional impacts of climate change mitigation policies. Indeed, social protection systems 
are designed to address a whole range of risks, from individual-level shocks (e.g. sickness, dis-
ability, old-age) to macro-level shocks (e.g. economic crises, natural disasters). The adverse social 
impacts of climate change mitigation policies can be considered to be just one additional risk 
that could be systematically covered by social protection programmes, based on existing institu-
tions and systems. The following paragraphs provide a more detailed overview of the arguments 
for linking climate change mitigation to compensation measures through social protection. 

The first set of arguments relate to equity. While climate change mitigation is necessary, it 
should not put a disproportionate burden on the poorest segments of the population. Following 
an equity-based approach, the costs of climate change mitigation would be distributed  
progressively, with the rich contributing a higher share of their income than the poor. Ideally, the 
welfare of the poor in LMICs should not even be affected in absolute terms, given that their 
consumption levels are already below a minimum subsistence threshold. However, as shown 
by Zachmann, Fredriksson and Claeys (2018) and Cuesta, El-Lahga and Ibarra (2015), many 

3  It should be noted that CCM policies can be designed in a pro-poor way, e.g. by putting higher tax rates on goods more often 
consumed by high-income households, such as airline tickets. It is crucial to take such concerns into account when designing 
CCM policies. However, in this paper we take the CCM policy environment as a given, and assess different social protection 
policy options to compensate for their negative effects. 



effective climate change mitigation policies have a regressive character (e.g. carbon taxes on 
electricity or heating, the removal of energy subsidies), meaning that poor households lose a 
higher proportion of their disposable income. Although a more recent study by Dorband et al. 
(2019) challenges this view and suggests that carbon taxes are on average progressive, the overall 
effects will differ from country to country. However, even in the case of a progressive effect,  
climate policies may negatively impact on the welfare of the poor in absolute terms. These 
potential welfare-decreasing effects for the low-income households are particularly unfair given 
that they are emitting far less emissions than high-income households (Cuesta, El-Lahga, & 
Ibarra, 2015). If governments want to ensure that climate change mitigation has an equitable 
character, it is unavoidable to compensate the poor for potential losses. The equity case for 
strengthening social protection in response to CCM policies not only holds for transfers within 
a country’s population, but also for international transfers. While HICs emit the largest share  
of global emissions, LMICs suffer disproportionately from the consequences of climate change, 
with the poor in these countries being hit hardest (Mendelsohn, Dinar, & Williams, 2006; 
European Parliament, 2007). If HICs expect LMICs to reduce their CO2 emissions, equity and 
climate justice considerations would also demand a contribution from HICs to the protection 
of the poorest parts of the populations of LMICs. 

Secondly, it is also economically worthwhile to compensate the poor for losses caused by  
climate change mitigation policies. Evidence has shown that unprotected households often 
resort to adverse coping strategies in case of shocks, e.g. by selling their productive assets to 
meet immediate consumption needs, or taking their children out of school to avoid education- 
related expenses (Skoufias, 2003; Heltberg & Lund, 2009). These adverse coping strategies  
can perpetuate poverty traps, foster the intergenerational transmission of poverty, and negatively 
impact on a country’s human capital and, hence, economic growth. For society as a whole,  
it is, therefore, often less costly to provide social protection to poor households and avoid the 
long-term costs of adverse coping. As the poor will then also have a higher propensity to con-
sume (Carroll & Kimball, 1996; Carroll et al., 2007), social protection spending will conse-
quently benefit the overall economy by increasing aggregate demand. 

Moreover, social protection systems might be the most cost-efficient policy instrument to  
deliver such compensation measures. Today, most LMICs are in the process of building social 
protection systems and programmes that aim at eradicating poverty and providing income  
security over an individual’s lifecycle (World Bank, 2018; ILO, 2017). Increasingly, they are 
also designed in an adaptive way to be able to mitigate and respond to climate and natural 
disaster related shocks. Given their inherent focus on the poorest and most vulnerable parts of 
the population, social protection systems provide an appropriate institutional framework for 
identifying the poor and delivering adequate support after a shock. Developing these existing 
social protection systems and programmes and expanding them horizontally (broadening  
coverage) and vertically (increasing benefit levels) is likely to be cheaper than building up new 
institutions to compensate the losers under mitigation policies. While industrialised countries 
with sophisticated tax systems might also use tax rebates for compensation purposes, this may 
be less viable in LMICs where large parts of the population are not covered by formal sector  
tax systems (Vogt-Schilb et al., 2019).

In this context, it is also important to highlight that social protection can respond to policy 
changes very quickly, often in real-time. While investments in education or infrastructure  
can also sustainably reduce poverty in the long run, they are not able to compensate the poor  
immediately for a negative income shock related to climate change mitigation. The implemen-
tation and effects of these policies may indeed take a number of years to materialise. Social  
protection measures like cash transfers or PWPs alleviate monetary poverty immediately (as 
soon as the beneficiaries receive the transfer). This has also made them attractive as compensa-
tion measure in many crises, e.g. most recently in response to COVID-19 (Gentilini et al., 2020). 
Given the risk of adverse coping strategies, it makes sense to include a policy tool with imme-
diate impacts like social protection within the package of compensation measures. This can also 
help to preclude any public dissatisfaction and possible unrest related to CCM policies, as indi-
viduals feel that there is no net loss to their welfare, even in the short term. 
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Third, many climate change mitigation policies will inadvertently create additional govern-
ment revenue, opening up the fiscal space for strengthening social protection systems and 
compen sating the poor.4 Most demand-side CCM policies have the objective of increasing 
the price of carbon emissions, e.g. by taxing petrol or reducing electricity subsidies. In this 
way, governments bring the private cost of consuming these goods (the current market price) 
closer to the social cost of the good (unregulated market price + cost of environmental dam-
age), thereby pricing in the externality of the emission-induced environmental damage and 
resolving/reducing the carbon-related market failure. This necessarily creates additional govern-
ment revenue, which can then be re-invested in other public policies. Given the equity and  
efficiency arguments made above, a strong case can be made that at least part of the additional 
resources should be invested in social protection systems to mitigate the unfair impacts of  
CCM on the poor. 

A last set of arguments is related to the political economy of climate change mitigation. In 
this context, it is important to acknowledge that CCM policies will only be sustainable if they 
are supported by the vast majority of the population. However, recent experiences with subsidy 
reforms (for example in Ecuador and Iran) or the introduction of energy taxes have shown that 
they may spur major public resistance or even unrest. Reviews by the International Institute for 
Sustainable Development (2019) and the Nordic Council of Ministers (2016) have concluded 
that the extension of cash transfers and other social protection programmes for the poor and 
vulnerable, as in the Philippines and Morocco, is one of the keys to making climate change  
mitigation policies socially acceptable. A more recent paper by Klenert et al. (2018) provides 
quantitative evidence that the environmentally-optimal level of carbon pricing could be more 
easily achieved if carbon revenue was re-distributed in an equitable way, thereby increasing  
public support and the political feasibility of higher carbon prices.

ENERGY SUBSIDY REFORMS 
 
A large number of countries are currently directly subsidising the consumption of fossil 
fuels. A recent study by the International Monetary Fund (IMF) estimates that in 2012,  
global spending on energy subsidies amounted to USD 572 billion, or 0.77% of global GDP. 
However, the true social cost of the use of fossil fuels is much higher due to their environmen-
tally adverse effects. If these costs do not figure in the market price, this amounts to an enor-
mous indirect subsidy. Hence, if these environmental costs are taken into account, the global 
(direct and indirect) subsidies amount to USD 4.7 trillion, or 6.3% of global GDP (Coady et 
al. 2019). In many countries, these subsidies are considered as part of the government’s social 
spending, as they are primarily used to keep domestic energy prices affordable and protect  
consumers from price volatility on the global energy markets. 

Energy subsidies have been criticised for a number of reasons. First, they contribute to global 
warming by keeping energy prices artificially low and incentivising the consumption of fossil 
fuels. Secondly, energy subsidies have also put an important fiscal strain on government budgets, 
particularly in times of high international energy prices, when a higher amount of subsidies is 
needed to ensure domestic price stability. Before the recent subsidy reform in Egypt, spending on 
energy subsidies in the country amounted to 6% of GDP and as much as 21.9% of the total 
government budget (Breisinger et al., 2018). Lastly, when conceived as a social policy, subsidies 
are considered inefficient and regressive, as poor households only consume a small fraction of 
the subsidised energy. In Tunisia, only 12% of the country’s spending on energy subsidies accrues 
to the poorest income quintile, while 30% accrues to the richest quintile (Györi & Soares, 2018). 
Based on a global review of subsidies using slightly older data (1999–2010), Coady, Flamini 
and Sears (2015) found that 45% of the global spending on energy subsidies accrues to the top 
income quintile, but only 7% to the poorest quintile. As a consequence, several LMICs have 
recently implemented (or are considering implementing) a reform of their energy subsidies.
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One of the key concerns in relation to these subsidy reforms has been their negative impact on 
poor and vulnerable households. Even if they consume less energy than high income house-
holds, their share of energy-related expenses in total household expenditure may be substantial 
(e.g. for cooking gas or electricity). Subsidy reforms may, therefore, have impoverishing effects. 
For example, a recent simulation study by Cuesta, El-Lahga and Ibarra (2015) shows that the 
removal of subsidies on gasoline, diesel, cooking gas, and electricity in Tunisia would decrease 
total consumption in the poorest income quintile by 6.7% and increase the prevalence of pov-
erty by 17% (a 3 percentage point increase in the poverty rate). 

Hence, governments are often reluctant to implement subsidy reforms, fearing a loss of popu-
larity among voters, or even riots and public unrest. Indeed, subsidy reforms have often been 
met with considerable resistance. The riots after the removal of energy subsidies in Ecuador  
and Iran in 2019 are the most recent cases in point. Previous examples include the yellow vests 
protests in France in 2018, the gasolinazo in Mexico 2017, the fuel price riots in Sudan in  
2013, mass-protests against Nigeria’s suppression of fuel subsidies in 2012, as well as large- 
scale protests against the 2010 subsidy removal in Bolivia, just to name a few. In many  
cases, protests have led governments to water down reforms or reverse them altogether 
(Schwab & Sala-i-Martín, 2016; International Institute for Sustainable Development, 2019). 

It is, therefore, crucial to mitigate the impact of subsidy reforms, e.g. by compensating 
households that suffer important welfare losses due to these reforms through social  
protection. Poor and vulnerable households should be a priority here, but it can also make 
sense to include the lower middle class or, ideally, resort to universal measures, in order to  
promote social cohesion. In fact, a number of actors have identified the expansion of social  
protection as a best practice in the context of successful subsidy reforms (Nordic Council of  
Ministers, 2016; International Institute for Sustainable Development, 2019). Indeed, social 
protection programmes can be a much more effective way of alleviating poverty than energy 

subsidies. Györi and Soares (2018) show that in Tunisia, for example, the cost of lifting one 
 person out of poverty through energy subsidies is twice as high (approximately USD 2,000) 
than under a universal cash transfer programme for children (approximately USD 1,000). 
Moreover, subsidy reforms also open up the fiscal space for strengthening social protection  
systems. As mentioned above, subsidies pose a heavy burden on the budgets of many countries, 
e.g. amounting to 22% of government spending in Egypt before its subsidy reform (Breisinger 
et al., 2018). Even by re-investing only a small part of the savings from a subsidy reform, a 
country can make substantial progress in terms of social protection coverage. In Tunisia, a basic 
universal child grant could be financed by just 25% of the savings from a food and fuel subsidy 
reform (Györi & Soares, 2018).

A number of case studies illustrate how the combination of subsidy and social protection 
reforms can mitigate climate change, while at the same reducing poverty. For example, 
between 2011 and 2015, Morocco phased out its subsidies on gasoline, diesel and fuel oil. 
Overall spending on energy subsidies decreased from 5.3% of GDP in 2011 to 1.1% in 2015.  
In order to compensate the poor for the sizeable price shock for these goods, the government 
extended the coverage of its cash transfer programme, Tayssir, from 80,000 families in 2009  
to 466,000 families in 2014. Moreover, it also extended the country’s health insurance scheme 
for low-income households, Régime d’Assistance Médicale (RAMED), from 5.1 million benefi-
ciaries in 2013 to 8.4 million beneficiaries in 2015. The Philippines completely removed energy 
subsidies between 1996 and 2001 and has even introduced taxes on energy. The negative 
income shock was mitigated through a mix of targeted periodic cash transfers for low-income 
households, a ‘senior citizens’ discount on electricity, a once-off cash transfer for marginalised 
electricity consumers, and a public transport assistance programme targeted at jeepney and 
motorised tricycle operators who were particularly affected by the price increases (Nordic Council 
of Ministers, 2016). 
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CARBON PRICING
 
Carbon pricing, implemented through either a carbon tax or an emissions trading scheme 
(ETS), is probably the most widespread policy approach to control climate change. 
According to the World Bank (2020), there are now 61 ETSs or carbon taxes in place or sched-
uled, covering 46 national and 32 subnational jurisdictions, and corresponding to 22% of  
global greenhouse gas emissions. While most of the countries that have planned or implemented 
carbon pricing mechanisms are HICs, a number of middle-income countries such as Brazil, 
Chile, China, Mexico and South Africa are also planning carbon taxes. It can be expected that 
in the future more and more LMICs will introduce similar initiatives. 

From a consumer perspective, much of the discussion on subsidies presented above also 
applies to carbon pricing. Indeed, for the individual consumer, carbon prices appear as  
‘negative subsidies’. While fuel subsidies make fossil fuels cheaper and lead to consumption  
levels above the unregulated market equilibrium, carbon prices increase fossil fuel costs and  
lead to energy consumption levels below the unregulated market equilibrium. Therefore, both 
the abolition of subsidies and the introduction of carbon prices act in the same direction –  
they increase the cost of fossil fuels for the consumer and discourage their consumption. Carbon 
pricing initiatives are often designed with a view to bringing the market price of fossil fuels  
in line with their social cost. The latter not only includes the production and distribution costs 
for fossil fuels, but also the environmental and health costs caused by CO2 emissions (World 
Bank, 2018). 

It goes without saying that carbon pricing would, therefore, lead to a negative income shock  
for households, including the poor. As poor households may not be able to reduce their energy 
consumption easily or switch to renewable energy sources, as, economically speaking, their 
demand for fossil fuels is fairly inelastic (Schulte & Heindl, 2017; Arthur, Bond, & Willson, 
2012), they will need to reduce non-energy consumption in order to pay for the higher energy 
prices. Moreover, carbon pricing will have indirect impacts on the prices of most other goods,-

such as food and commuting (Vogt-Schilb et al., 2019). If a carbon pricing scheme is intro-
duced without compensation mechanisms, a number of vulnerable households will necessarily 
fall into poverty, while the depth of poverty for those already below the poverty line will 
increase (Dorband et al., 2019). In Peru, for example, a recent paper by Malerba, Gaentzsch 
and Ward (2021) shows that the introduction of a carbon tax amounting to USD 50 per  
tonne of CO2 would increase poverty by 6.2%. 

As in the case of the subsidy reforms described above, a country’s social protection system 
or programmes would be well-positioned to mitigate the adverse impacts of carbon pricing 
on low-income households. Social protection provides an already established institutional 
framework, which can be expanded horizontally (increase the number of beneficiaries) and verti-
cally (increase the level or composition of benefits), including by drawing on registries of vul-
nerable people. In this context, the right sequencing of policies is also crucial – social protection 
measures should be introduced shortly before or simultaneously with the carbon price increases. 
Based on data from different Latin American countries, Vogt-Schilb et al. (2019) show that on 
average 30% of the revenue created by a carbon tax would already be enough to fully compen-
sate the poor and vulnerable for the negative income shock. Simulations from Peru show that 
the complete redistribution of carbon tax revenue through the country’s conditional cash transfer 
programme ‘Juntos’ would lead to a decrease in the country’s poverty headcount by approxi-
mately 13%, as compared to the pre-tax situation (Malerba, Gaentzsch & Ward, 2021). 

Given that 30% of the carbon price revenue may already be enough to compensate poor and 
vulnerable households for the ensuing welfare losses, approximately 70% of the revenue can be 
assigned to other purposes. Thus, this revenue is an important source of development finance 
and can help countries to achieve wider social objectives, such as additional investment in gen-
eral social protection, education or health. However, societies may also chose to use the revenue 
for other purposes, such as increasing green investments, thereby further reinforcing the green 
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impacts of carbon pricing. Against this backdrop, Klenert et al. (2018) argue that public accep-
tance of carbon pricing can be substantially increased by employing the right expenditure mix 
for the additional revenue, which will depend on the socioeconomic and cultural situation of 
the country.

In any case, better coordination between the areas of social protection and climate change 
mitigation could be beneficial to both sides. Coordination not only makes sense at the national 
level, but also at the international level: a share of the carbon pricing revenue from HICs could, 
for example, be used in the global fight against poverty and the establishment of universal social 
protection systems and programmes in countries that would not be able to afford them on their 
own. In this way, carbon pricing could not only be a measure to halt global warming, but also 
to promote global social justice.

Given that national carbon pricing initiatives are still in the planning phase in most con-
texts, there are no case studies on compensating social protection measures from LMICs. 
However, Haug, Eden and de Oca (2018) mention two relevant examples from California and 
Switzerland. California has introduced a so-called climate dividend, under which the auction 
earnings from an ETS are re-distributed to energy consumers through a bi-annual lump-sum 
discount on their electricity bill. Switzerland also uses a dividend approach but re-distributes its 
carbon pricing revenue through the national health insurance system. Each household receives  
a lump-sum payment, which is settled against their health insurance contributions (Haug, Eden, 
& de Oca, 2018). However, it is unclear whether these payment mechanisms would also be  
suitable in LMICs, where especially the poorest households may not have access to a formal 
electricity connection or health insurance and would, thus, remain excluded from such a  
redistribution mechanism. In LMICs, it may make more sense to draw on the institutional 
framework provided by social assistance programmes in order to protect the poor from  
the adverse impacts of carbon prices.

GREEN STRUCTURAL CHANGE 
 
Climate change mitigation policies will also lead to the structural transformation of our 
economies. Green structural change will imply a re-allocation of economic resources to less 
polluting and more resource efficient economic activities (OECD, 2017). It can be expected 
that this transformation process will also have important impacts on labour markets, such as: 

•  The creation of new jobs in green economies (e.g. renewable energy, organic agriculture)

•  The substitution of jobs in the ‘brown’ economy with new jobs in the ‘green’ economy  
(e.g. from carbon to renewable energy production)

•  Job elimination in ‘brown’ sectors of the economy, which will not be replaced  
(e.g. coal mining, energy-intensive sectors of the economy)

•  Job transformation and redefinition (e.g. from producing fuel-based cars to electric cars)

Overall, it is expected that green structural change will have a positive net impact on employ-
ment, with employment gains of 0.5–2%, or 15–60 million jobs globally (UNFCCC, 2016), 
also due to the large multiplier effects of green investments (Bowen et al., 2009). Green struc-
tural change can also contribute to the economic development of rural and formerly marginal-
ised areas. Renewable energy generation is, for example, very decentralised and can create jobs 
and business opportunities outside of the main economic centres of a country. Moreover, the 
transition to ecologically sustainable forms of transport may render a country’s transport system 
more socially inclusive, e.g. by disincentivising individual transport and broadening the access 
to transport services for all citizens (see e.g. Jeekel, 2017). This is especially the case when policy- 
makers explicitly link social and environmental concerns when conceiving mobility transitions 
(Stiller et al. 2020). However, it is very likely that there will be geographic and temporal discon-
nects during green structural change processes, i.e. the social opportunities related to green 
structural changes may not materialise at the same time or in the same places where social chal-
lenges arise. As an example, ‘brown jobs’ may be reduced in mining areas, while ‘green jobs’ 
related to renewable energies may emerge in coastal or formerly agricultural areas.
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As a consequence, green structural change will likely imply temporary or permanent 
unemployment for many people. Transformations are expected to be particularly pronounced 
in energy, agriculture, forestry, resource-intensive manufacturing, waste management, buildings  
and transport. Together, these sectors employ approximately 1.5 billion people worldwide 
(UNFCCC, 2016). One can, therefore, expect that the number of jobs directly or indirectly 
affected by green structural change will be large. Recently, the Chinese government announced 
the closure of thousands of coal mines, leading to the loss of 1.3 million jobs in the coal sector, 
along with 500,000 jobs in the steel industry (UNFCCC, 2016). In this context, it should also 
be noted that the risk of job losses is particularly high for workers with low educational achieve-
ment and those working in the informal sector – groups that are already at high risk of poverty 
(Klenert et al. 2018). Moreover, recent simulations show that, while green transformations  
will lead to a net increase in employment, new jobs will emerge predominantly in sectors that 
are characterised by high levels of informality and in-work poverty (Malerba & Wiebe, 2020). 
Social protection can play a key role in smoothing green structural change and ensuring a fair 
transition to a climate-neutral economy. In particular, it can help to reduce the insecurity that 
workers face and compensate for the unequal impacts that green transformations have on  
different parts of the population. 

Most importantly, unemployment insurance, unemployment benefits and, if informal  
sector workers are affected, poverty-targeted cash transfers are crucial to guarantee basic 
income security for everyone during green structural change (ILO, 2015). Given the expect-
ed magnitude of the transformation, the individual risk of becoming unemployed will increase 
substantially once green transformation processes are under way. Access to unemployment ben-
efits should, therefore, ideally be universal, while priority could be given to workers in the  
sectors most affected by the green transformation. In LMICs, where formal unemployment 
insurance might not exist or only cover a small part of the population, (temporary) targeted 
cash transfer programmes could protect vulnerable workers over the transition period. 

Secondly, the European Union Social Protection Systems Programme (EU-SPS, 2018)  
initiative advocates for a holistic understanding of social protection in relation to green 
structural change, also encompassing initiatives for individual capacity development and 
ALMPs. This may include the creation or strengthening of employment services, training and 
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tailor-made courses to im -prove the employability of workers in the green economy, or wage 
subsidies to incentivise the recruitment of workers who transition between sectors (ILO, 2015; 
OECD, 2017). In an LMIC context, it is particularly important that these measures are also open 
to workers from the informal sector who are affected by green transformation processes. In some 
contexts, it may make sense for these policies to be geographically targeted to areas particularly 
affected by green structural change. As argued in OECD (2017), brown sectors of the economy 
are often clustered around fossil fuel reserves, making those areas particularly vulnerable to 
employment losses and, therefore, in need of dedicated employment policies. 

Furthermore, ILO (2015) calls for “innovative social protection mechanisms” that can  
offset the negative impacts of green transitions on incomes and jobs, while at the same time 
contributing to climate friendly activities. The United Nations Framework Convention on 
Climate Change (UNFCCC, 2016) advocates for targeting PWPs in sectors that are critical for 
climate change mitigation (also see Chapter 3). Other innovative measures could include start-
up subsidies or livelihood programmes (again see Chapter 3), which could support unemployed 
workers in setting up their own businesses (ideally with a green character) and thereby re-integrate 
them into the labour market. 

Given that we are only at the very beginning of green transformation processes, even more 
so in LMICs, there are no case studies on how social protection can smooth these processes. 
However, there is a considerable body of literature documenting the positive impacts of 
ALMPs during spells of high unemployment, especially for HICs. Meta-analyses by Vooren  
et al. (2018) and Card, Kluve and Weber (2010) both find positive medium-term impacts of 
ALMPs, even if they often seem ineffective in the short term. Sianesi (2008) evaluates the 
impact of different ALMPs on long-term unemployment in Sweden and shows that the type  
of ALMP is crucial; while employment subsidies and trainee placements have by large the high-
est impact, labour market trainings are much less effective. However, it is important to note 
that the evidence on ALMPs in LMICs is more mixed. McKenzie (2017) shows, for example, 
that many classic ALMP approaches have not achieved the expected impacts in LMICs, with 
the exception of policies to bridge spatial mismatches in employment supply and demand, for 
example, by incentivising the seasonal migration of workers to areas with better employment 
perspectives. However, these programmes are still very limited, especially in LMICs.



THE POTENTIAL OF SOCIAL  
PROTECTION TO INCENTIVISE  
CLIMATE-FRIENDLY BEHAVIOUR 3



This chapter argues that, apart from mitigating the adverse impacts of climate change miti-
gation policies on poor and vulnerable populations, social protection can actively incentivise 
climate-friendly behaviour. While only a few social protection programmes have explicitly 
pursued this aim so far, there is great potential for adding climate-sensitive components to existing 
social protection initiatives. 

The chapter starts with a discussion on linking social protection with payment for ecosystem 
services (PES), also called environmental cash transfers (ECTs)5, being probably the most widely 
adopted approach for ‘greening’ social protection. This is followed by a section on graduation 
and livelihood projects. The next section illustrates the potential of public works programmes to 
pursue climate change mitigation objectives. The final section discusses how nudges and other 
insights from the behavioural sciences could be used to incentivise climate-friendly behaviour 
within social protection programmes. 

LINKING SOCIAL CASH TRANSFER PROGRAMMES TO 
CLIMATE-RELATED OBJECTIVES

Initial evidence suggests that cash transfer programmes may have a direct effect on the  
beneficiaries’ land use and conservation behaviours – even without an explicit environmental 
objective. Recent studies on the Colombian Familias en Acción programme (Malerba, 2020), 
and the Indonesian programme Keluarga Harapan (Ferraro & Simorangkir, 2020) show that 
both programmes have contributed to a considerable decrease in deforestation by 25–30% in 
participating municipalities. Nawaz and Iqbal (2020) found that Pakistan’s Benazir Income 
Support Program has led to the substitution of traditional fuels (e.g. firewood, coal) with  
modern fuels (e.g. electricity, gas) among its beneficiaries, thereby potentially incentivising  
climate-friendly behaviour. It should be noted, however, that at the same time the overall  
share of fuels in the household budget also increased.

PES are programmes that explicitly incentivise owners/users of environmental assets  
(e.g. forests or water resources) to conserve these assets or use them in a sustainable manner 
(Alix-Garcia et al., 2019). A number of PES programmes have been designed in a pro-poor 
manner and, therefore, act in a similar way to classic social assistance programmes (Schwarzer, 
Van Panhuys & Diekmann, 2016). Moreover, in some contexts PES programmes are explicitly 
linked to social protection programmes, for example, Brazil’s Bolsa Verde programme, a PES 
programme that ran from 2011 to 2018 and primarily targeted the beneficiaries of the coun-
try’s flagship social assistance programme Bolsa Familia (Schwarzer, Van Panhuys & Diekmann, 
2016; Wong et al., 2019). An example of civil society-based PESs are the initiatives of the 
non-governmental organisation Carbon Offsets To Alleviate Poverty (COTAP), which raises 
funds in HICs in order to pay wages to smallholder farmers in LMICs who work in community- 
focused forestry carbon projects (COTAP, n.d.) 

It depends on the specific design of a PES programme whether poverty reduction can be expect-
ed. The basic idea of PES is to compensate the owners of environmental assets for the opportu-
nity cost of using this asset in a sustainable way. In the context of forests, this may, for example, 
imply refraining from, or reducing, lumbering. In theory, an individual will agree to participate 
in a PES if she expects that the programme’s cash transfers are at least equal to the gains he or 
she could make from using the natural resource in an unsustainable way. PES can, therefore, be 
expected to improve environmental outcomes and mitigate climate change. Moreover, if the 
PES are higher than the opportunity costs of using assets in a sustainable way, the net income of 
the beneficiary will increase. If PES are targeted to individuals who live below the poverty line 
and benefits are sufficiently generous, they can also reduce poverty.6 The targeting approach as 
well as the transfer amount will, therefore, be key for ensuring that PES can realise the twin 
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5  The terms ECT and PES are used interchangeably in the literature (see e.g. Alix-Garcia et al., 2019) and we are following the 
same approach throughout this paper.

6  From a climate change mitigation point of view, it does not make a difference whether poor or rich people are tasked with  
the conservation of environmental assets. However, it might be more cost efficient to target one group, rather than the other. 
This will depend on the opportunity costs for each group of using the asset in a sustainable way. If poor smallholders have  
a lower opportunity cost than large landowners, it can be more cost-efficient to target smallholders, given that PES could be 
set at lower levels than for large landowners. However, we have not found any empirical evidence for this relationship. 



objectives of environmental protection and poverty reduction. A review study by Schwarzer,  
Van Panhuys and Diekmann (2016) found that 13 of 18 country-wide PES programmes did 
indeed have a pro-poor focus. For example, the Brazilian Bolsa Verde programme aimed at 
combining both objectives: Bolsa Verde was targeted at extremely poor households who benefit 
from the Bolsa Familia programme and live in rural priority areas. Participating families receive 
a regular cash transfer in exchange for complying with the programme’s requirements on sus-
tainable land use.

However, PES also has a number of difficulties. First of all, it may be very challenging to con-
trol whether or not the resources are really used sustainably by the beneficiary, depending on 
the ecosystem service in question and the possibility of establishing causality between the actions 
of the beneficiary and changes in the ecosystem. Secondly, programme impacts will only last  
as long as the users/owners of the environmental asset receive payments for its conservation. 
Once payments stop, there is a risk that people will resume the unsustainable use of the envi-
ronmental asset, unless the PES are also linked to a long-term change of attitudes and values 
(Chan et al. 2017) or the promotion of alternative income-generating opportunities (also see 
next section). Moreover, in the worst case, monetary/economic incentives can also induce 
‘crowding-out effects’: individuals may lose their intrinsic motivation to contribute to sustain-
able land-use and other climate-related objectives (Neuteleers & Engelen, 2015; Rode, Gómez- 
Baggethun, & Krause, 2015). Lastly, PES will also have an income effect, leading the beneficia-
ries to consume more, which in turn may imply higher CO2 emissions. 

The available empirical evidence on the effectiveness of PES with regards to environmental 
impact is rather encouraging. Alix-Garcia et al. (2019) found that Mexico’s Pago por Servicios 
Ambientales (PSA) programme increased management activities to protect land cover by 48% 
and reduced the loss of tree cover by 29%. Wong et al. (2019) obtain even higher impact  
estimates for Brazil’s Bolsa Verde programme, indicating that the programme led to a 44–53% 

decrease in forest loss. The programme benefits in terms of carbon dioxide reductions are, there-
fore, valued at USD 335 million between 2011 and 2015, which is three times the cost of the 
programme. On the other hand, Rode, Gómez-Baggethun and Krause’s (2015) meta-review 
also points to cases where environmental conservation policies providing monetary incentives 
have crowded out the intrinsic motivation of residents to behave in a sustainable manner. How-
ever, many of the reviewed policies used negative incentives (fines instead of rewards). More-
over, the two studies that did document crowding-out effects only assessed individual attitudes 
and participation rates, not the ultimate environmental outcomes, such as deforestation rates. 

Empirical evidence on the social and poverty-related impacts of PES is scarce. This may be due 
to the difficulty of disentangling the benefits of ‘regular’ cash transfers from those of environ-
mental cash transfers. Alix-Garcia et al. (2019) did not find any statistically significant impact 
of Mexico’s PSA on household wealth. However, they do interpret this finding as encouraging, 
discarding the possibility that PES might have a negative impact on social outcomes and crowd 
out other pro-social activities, such as voluntary community work.

Overall, a number of positive impact evaluation results of PES programmes underline 
their potential to pursue climate change mitigation, while at the same time generating 
additional income opportunities for beneficiaries, thereby minimising the risk of adverse 
social impacts. The experience with Brazil’s Bolsa Verde and Mexico’s PSA programme also 
confirm that it is feasible to implement these programmes at scale. Promoting similar initiatives 
in other countries could, therefore, also be an interesting option for international development 
agencies. The above-mentioned studies, which indicate that social cash transfers may substan-
tially reduce deforestation even without environmental-conditionalities, are very encouraging. 
However, gathering additional evidence on the limitations of PES programmes (partial lack of 
effective control mechanisms, backsliding to unsustainable asset use after benefit withdrawal, 
crowding-out effects) and how to address them would be an important priority while scaling up 
these programmes. 
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SUSTAINABLE LIVELIHOOD PROGRAMMES
Livelihood programmes usually consist of a coordinated ‘package’ of interventions to sup-
port households in developing income-generating activities that can help them to escape 
from poverty in the long-term. In most cases they involve a combination of asset transfers and 
training, both on the use of the transferred assets as well as general business skills. Recent evi-
dence has shown that social protection programmes and livelihood interventions can mutually 
reinforce each other (Banerjee et al., 2015; Tirivayi, Knowles & Davis, 2016; Cirillo, Györi,  
& Soares, 2017). Among other things, social protection programmes can ease short-term credit 
constraints, instil confidence in the beneficiaries, help them to plan their medium-term future 
with a degree of certainty, and bridge the time gaps between investments in livelihoods and 
returns, thereby enhancing the success of livelihood programmes (Acosta & Avalos, 2018). 

Likewise, livelihood programmes can contribute to the realisation of the objectives of social 
protection. The ultimate goal of social protection is to guarantee income security to everyone. 
Productive work, as promoted through livelihood interventions, can be the key to achieving 
income security for the working age population (Freeland, 2017) and to help poor people 
‘graduate’ from poverty and regular social assistance transfers (periodic transfers linked to life-
cycle risks like illness, maternity, disability, old-age, etc. would of course still be needed). While 
a number of impact evaluations of livelihood programmes have yielded promising results in 
terms of both short- and long-term outcomes (Banerjee et al., 2015; Balboni et al., 2020), 
there have also been papers questioning their effectiveness (see MacLennan, Soares, & Orton, 
2017 for an overview of both supportive and critical research findings).

While the popularity of graduation programmes has recently led to a more intense coordina-
tion between social protection and livelihood interventions, there is still a large potential for 
building sustainability-related components into these coordinated projects. Instead of focusing 
purely on cash and asset transfers to increase the incomes of the beneficiaries, climate change 
concerns could be systematically taken into account in the design of these projects. This could, 
for example, imply the selection of sustainable and low-emission assets for asset transfers, the 
promotion of climate-friendly livelihood activities, and the promotion of sustainable land use. 

One of the few existing initiatives bringing together social protection, livelihood and climate 
change mitigation concerns is Paraguay’s Poverty, Reforestation, Energy and Climate Change 
(PROEZA) project. A key objective of PROEZA is to support households in their food pro-
duction while adopting low emission and climate resilient production methods. The project 
targets poor and extremely poor households that are supported through the government’s Sem-
brando Oportunidades social protection programme, which regroups the country’s conditional 
cash transfer programme for households with school-aged children (Tekoporã), the training 
and asset transfer programme (Tenonderã), and the old-age pension (Adultos Mayores). 
PROEZA provides beneficiary households with technical and financial support to establish 
agroforestry systems and close-to-nature forest plantations and to manage natural forest regen-
eration on their land. These systems are expected to increase the agricultural production, pro-
ductivity and incomes of beneficiaries, while at the same time contributing to climate change 
mitigation. Given that the investments in these systems will only yield income after approxi-
mately five years, PROEZA will also top-up Tekoporã cash transfers during this initial period. 
These top-up payments will be structured as ‘environmental incentive payments’, which, simi-
lar to the PES/ECT programmes discussed above, provide payments conditional on house-
holds establishing and caring for the foreseen agroforestry production systems. In order to 
coordinate the complex interplay of agricultural, social protection and climate-related concerns 
within PROEZA, the programme is coordinated by an inter-institutional Executive Commit-
tee regrouping the six line agencies responsible for agriculture, forestry, social protection, 
indigenous peoples, environment and energy (Green Climate Fund, 2018). While the project 
is promising in terms of its design, there is no empirical evidence on its effectiveness yet.
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ENVIRONMENTALLY SENSITIVE PUBLIC WORKS  
PROGRAMMES
Public work programmes offer paid employment to poor and vulnerable people, mostly 
within infrastructure projects of the government or in the delivery of public services. In 
this way PWPs yield a ‘double dividend’, providing income security to poor and vulnerable 
households, while at the same time promoting the construction of government infrastructure  
or improving service delivery. PWPs usually rely on self-targeting mechanisms offering wages 
below the local market wage in order to ensure that only those in real economic need apply  
and benefit.

While PWPs have traditionally focused on infrastructure development and public service deliv-
ery, their focus has increasingly shifted towards building and maintaining green infrastructure 
and delivering environmental services on behalf of governments (e.g. watershed rehabilitation 
and climate risk reduction). By focusing on environmental asset creation, PWPs not only con-
tribute to individual income security and potentially productive investments on behalf of the 
beneficiaries (Gehrke & Hartwig, 2018), but could also have positive impacts on climate change 
and play a key role in the green transformation of our societies. In its guidelines on just transi-
tions to sustainable societies, ILO (2015) recommends, for example, making “use of employment 
guarantee schemes and public works that also enhance resilience to climate change, rehabilitate 
natural resources and create new productive and sustainable assets”.

As a matter of fact, a number of countries are already implementing PWPs with a focus on  
climate change adaptation and mitigation. South Africa has, for example, been implement-
ing its Climate Change Response Public Works Flagship Programme since 2004 as a sub-com-
ponent of the country’s Expanded Public Works Programme (EPWP). The programme covers  
a large number of activities in the fields of land conservation, water, wetlands, ecosystems, and 
others. While many of the activities focus on climate change adaptation, others prioritise miti-
gation efforts, for example, through planting trees and reforestation. The programme aimed  
at creating more than 1.1 million work opportunities by the end of 2019 (Department of  

Environmental Affairs, 2016). Another positive example is Ethiopia’s Productive Safety Net  
Programme (PSNP), which promotes smart land management and the restoration of ecosystems, 
thereby contributing to an average carbon capturing of 5.7 tonnes of CO2 per hectare per year 
at its project sites (Woolf et al., 2015). In a similar vein, India’s Mahatma Gandhi National 
Rural Employment Guarantee Act (MGNREGA) has also promoted projects for soil conserva-
tion, afforestation, and drought proofing, thereby contributing to carbon sequestration (Esteves 
et al., 2013). Another case in point is Malawi’s climate sensitive PWP, which focused on the 
promotion of integrated catchment management approaches for resource management. Within 
the nationwide PWP, a pilot was conducted where additional programme features were added 
and evaluated. The qualitative evaluation has shown that relevant mitigation indicators such as 
the planting of trees, as well as soil and water conservation activities, have increased due to the 
project. However, the evaluation also showed that it is key to include relevant awareness-raising 
programmes and trainings for communities to understand the long-term positive effects of  
projects (Beierl & Msuku, 2018).

One should also bear in mind the ambiguous evaluation results of PWPs, when choosing 
between alternative policy tools. For example, a recent review of the evidence (Gehrke & 
Hartwig, 2018) found that PWPs do not seem to increase the employability or business earn-
ings of PWP participants outside of the programme. The evidence on the productive impacts  
of the public infrastructure built through PWPs is also unclear. As a consequence, the authors 
conclude that PWPs should only be preferred over alternative policy options in specific circum-
stances, such as when it can be expected that they have substantial growth effects. The climate 
change mitigation effects related to climate-focused PWPs could be considered such a circum-
stance – even if they do not translate into monetary growth, they may have important social 
(non-monetary) benefits. However, additional evidence would be needed on the efficiency of 
green PWPs.
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‘CASH + NUDGING’ AND ‘CASH + BEHAVIOUR CHANGE 
COMMUNICATION’ FOR CLIMATE CHANGE MITIGATION 
Behavioural economists are increasingly underlining the potential of nudges and 
behaviourally-inspired communication campaigns to change human behaviour. Nudges 
can be defined as simple changes to an individual’s choice architecture that do not interfere  
with their overall freedom of choice, or the related cost of the different choices (Liu et al., 
2014). The labelling of government cash transfers as ‘support for the education of the recipients’ 
children’ can, for example, increase school attendance, even if the cash transfer is completely 
unconditional (Benhassine et al., 2015, see below). Behaviourally-inspired communication 
campaigns, or social and behaviour change communication (SBCC) campaigns often adopt  
a mix of different strategies, such as interpersonal training, home visits, community meetings, 
training of community leaders to become role models and mass-media campaigns, thus going 
beyond the mere provision of information on a certain key behaviour. Previous evidence has 
illustrated the potential of SBCC campaigns to improve key health behaviours and outcomes, 
such as reductions in the incidence of diarrhoea and related stunting (Luby et al., 2018), or an 
increase in exclusive breastfeeding for children under 6 months of age (Menon et al., 2016). 
Moreover, there is also initial evidence that combining cash transfers with an SBCC campaign 
can be more effective in improving child nutrition than implementing both projects in isola-
tion (see Field & Maffioli, 2019). 

The literature review for the present study has not found any initiatives where cash trans-
fers have been combined with nudges or SBCC campaigns with the aim of improving  
environmental behaviours and contributing to climate change mitigation. However, given 
the positive evaluation of cash+messaging or cash+nudging efforts related to child education, 
health and nutrition, it is conceivable that the combination of nudges, messaging and SBCC 
with cash transfers could also be effective in improving climate-related individual behaviour. 
The experience and methodologies from other areas, such as nutrition and health, can be a  
good starting point and may be developed and adapted to make cash transfer programmes  
more climate-sensitive. At the same time, it should be underlined that behavioural interventions 
are highly context-specific and always need to be tested and adapted through formative research 
before being rolled out (Vastine et al., 2005). Implementing and evaluating innovative 
approaches in this field could help to design and develop more effective policies, fulfilling the 
double objective of climate change mitigation and social protection in the future. 
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This paper has illustrated that social protection can make important contributions to  
climate change mitigation and the establishment of climate-neutral or even zero-emission 
economies. A coordinated effort between climate-relevant policy areas and social protection  
can help to increase the acceptance and effectiveness of CCM policies and ensure that they are 
not at the expense of the poorest segments of the population. On the one hand, social protection 
can play a key role in protecting poor and vulnerable populations from the adverse impacts of 
climate change mitigation policies, such as rising energy prices due to subsidy reforms, or job 
losses related to green structural change. On the other hand, social protection can also actively 
incentivise climate-friendly behaviour, for example, through ECT programmes or sustainable 
livelihood interventions.

For a number of areas, there is already substantial empirical evidence illustrating how 
social protection can contribute to climate change mitigation. This is especially true for sub-
sidy reforms. Several countries’ experiences have shown how compensation measures through 
the social protection system can make these reforms socially equitable and, hence, acceptable  
to the public, as well as politically feasible. Moreover, there is evidence that poverty-targeted  
PES can incentivise climate-friendly behaviour among participants, even though the evidence 
on their social outcomes is more mixed. 

However, given that many countries have only started their climate change mitigation 
efforts recently, there are also a number of promising policy approaches that have not yet 
been rigorously implemented or evaluated. This is true for sustainable livelihood programmes 
like PROEZA in Paraguay, environmentally-sensitive public works programmes, and climate- 
related nudging components linked to cash transfer programmes. Additional research will be 
needed in order to find out how social protection initiatives can best fulfil social and climate- 
related objectives at the same time. 

Another question deserving more extensive attention is whether social protection can suc-
cessfully compensate poor and vulnerable populations for income shocks caused by carbon 
pricing and green structural change. While the experience with subsidy reforms is sufficiently 
similar to carbon pricing (both subsidy reforms and carbon pricing schemes lead to an increase 
in energy prices), and has yielded encouraging results, additional studies are needed in order  
to obtain a more solid evidence base. We know very little about the (potential) impacts of green 
structural change in LMICs settings and additional research in this area, including simulations 
based on household and company-level data, would be crucial to inform policy in the future.

Overall, this paper has argued for the importance of coordinating climate change mitiga-
tion and social protection policies in order to achieve both climate-neutral economies and 
an end to poverty worldwide, as stipulated by the Sustainable Development Goals. The 
envisioned green recovery after COVID-19 might open up opportunities to strengthen these twin 
objectives. The coordination of both areas should not only be a goal at the national level, but 
also for multilateral and bilateral development agencies. In particular, it would be advisable to 
link the debate about social protection more systematically to climate change mitigation concerns.
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