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Introduction
The worst economic crisis since the Great Depression may have abated,
but the general consensus is that the recovery is likely to be weak, uneven
and prolonged (IMF 2010). There are also concerns about rising global
unemployment and poverty, especially as every 1% fall in growth in
developing economies will translate into an additional 20 million people
consigned to poverty (World Bank 2008; ILO 2009).
There are also three features that made the 2008–9 ‘Great Recession’
unique.
First although the economic crisis was triggered by regulatory failure
in the United States and international mortgage and financial markets,
a contributing factor was the structural imbalance of the world economy.
While the US has been amassing large current account deficits, China,
Japan, other Asian emerging market economies and some oil exporters have been generating trade surpluses. Similar structural imbalances
were occurring within major regional economies, such as the European
Union, where the large current account surpluses were offset by deficits in
Ireland, Greece, Portugal, Spain and the United Kingdom. The result was
that those economies with chronic trade deficits were receiving large and
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sustained capital inflows from surplus economies seeking safer assets as
investments. The massive credit flows arising from this global imbalance
may have precipitated the credit bubble and subsequent bust in financial
markets, and the persistence of such an imbalance continues to add to
the uncertainty and instability of the world economy (Feldstein 2008;
Caballero & Krishnamurthy 2009; Gros 2009; IMF 2009b; Lane 2009; Park
& Shin 2009; Prasad 2009; Rodrik 2009).
Second, given the worldwide impacts of the recession, the international policy response had to be swift and far-reaching. The Group of 20
(G20), which comprises the world’s largest and richest countries, quickly
emerged as the global forum for coordinating policy action during the economic crisis.1 For example, the London G20 meeting on 2 April 2009 was
‘a sincere attempt by the leaders of the G20 countries to come up with a
multilateral and coherent set of proposals to deal with the problems that
the world economy is facing’ (Bird 2009, p. 157). At the April meeting,
the G20 demonstrated its new global governance role by expanding the
lending capacity of the International Monetary Fund (IMF) and endorsing recent institutional changes to IMF facilities. By the 24–25 September
2009 summit in Pittsburgh, the G20 leaders acknowledged their new
responsibility for coordinating policies for a global economic recovery:
‘We designated the G-20 to be the premier forum for our international
economic cooperation.’
Third, as part of their efforts to boost aggregate demand and growth,
some G20 governments adopted expansionary policies that also incorporated a sizeable ‘green fiscal’ component. Such measures included support
for renewable energy, carbon capture and sequestration, energy efficiency,
public transport and rail, and improving electrical grid transmission, as
well as other public investments and incentives aimed at environmental
protection (Robins et al. 2009; Robins et al. 2009a, 2009b). Several studies
have shown that such ‘green stimulus’ policies could foster a more sustainable, low-carbon economic development in the medium term while
creating growth and employment in ‘clean energy’ sectors (Pollin et al.
2008; Renner et al. 2008; Houser et al. 2009; Pew Charitable Trusts 2009;
Barbier 2010a, 2010b).
The members of the G20 include 19 countries (Argentina, Australia, Brazil, Canada, China, France, Germany,
India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South Africa, South Korea, Turkey, the UK and the
US) plus the EU.
1
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