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Abstract

The threat of climate change requires redirecting investment towards low-carbon sectors,
and this shift generates heated debates about its impact on employment. Many studies
exist, most of which use CGE or Input-Output (IO) models. However, the economic
mechanisms at play remain unclear. This paper disentangles the channels of job creation
and studies to what extent the results of simpler IO models diverge from CGE results.

Using stylized models, we show that a shift in investment creates jobs in IO if it
promotes sectors with a higher share of labour in value added, lower wages or a lower
import rate. In CGE, the first two channels also yield job creation, but there is no
positive impact of targeting low-imports sectors - unless these do not export. Then
we undertake a numerical analysis of two policies: the installation of solar panels and
weatherization in France. Both policies have a positive effect on employment, in both
models, due to the high share of labour and low wages in these sectors. IO results provide
a good approximation of CGE results for solar (-14% to +34%) and are slightly higher
for weatherization (+22% to +87%).

Our findings challenge the idea that renewables boost employment by reducing im-
ports, but they also suggest that a double dividend can be achieved by encouraging
low-carbon labour-intensive sectors.
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