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We are at a historic turning point the likes of which none of us have ever seen or will likely see
again. The global health crisis—terrible as it is—has forced us to pursue recovery on a scale that
will transform our economy and society, with lasting impacts on our ability to confront another
urgent crisis—climate change. We stand at a threshold of opportunity where we can align our
efforts for post-pandemic reconstruction with the challenge of meeting Canada’s climate goals.

But this will only happen if it happens deliberately. That is, we must impose standards and
conditions on bailouts, stimulus, and recovery spending to ensure that they are in sync with the
ambitious climate change outcomes that Canadians need and expect.

The arguments for such conditions are straightforward. Given the levels of spending involved,
actively steering outcomes is the government’s right and duty. As well, green recovery measures
are proven to create jobs and spur economic growth, which will contribute to the creation of a
low-carbon economy where workers and communities can thrive. Finally, there is strong public
support for ensuring a green recovery—a recent Abacus Data survey in Canada shows the
majority of respondents agreed that the government’s COVID-19 response must not back away

from climate change efforts. Indeed, recovery efforts must be green if we are to address the climate

and biodiversity crises along with the linkages between planetary health and human health.

To ensure a green recovery, clear guidelines are needed. The following seven “green
strings” should be attached to COVID-19 recovery measures announced by Canada’s
government. “Green strings” are those key principles, criteria, and conditionalities that are
critical to apply to our ongoing economic stimulus and recovery efforts.

1. Financial support to industry must include conditions for a zero-emission
transition. It is crucial that support aligns with the goal of net-zero GHG emissions by
2050, and thereby keeps us from getting locked into unsustainable paths.

2. Apply strict financial conditions to increase financial stability, secure jobs, and

incentivize low-carbon transition. This includes measures such as ensuring climate risk

disclosure and prohibiting both buybacks and shareholder dividend payouts.

3. Ensure recovery is worker-focused and accelerates and enables a just transition.
With massive layoffs resulting from COVID-19, linking support to worker conditions must

be a priority. We must also ensure a just transition for those who must transition from
high-carbon sectors.

4. Support the evolution and creation of the sectors and infrastructure of tomorrow.
Government support should prioritize low-carbon sectors while striving for tangible social

and economic benefits for communities.

5. Protect, follow, and strengthen environmental regulations and climate policy
frameworks during recovery. Canada must not backtrack on environmental
commitments and needs to pursue policies that put us on the right track.

IISD.org
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6. Ensure transparency and accountability. Details of federal spending should be
publicly available, and the conditionality of funds provided should be enforced.

7. Support must contribute to increased equity and well-being, leaving no one
behind. We must address the inequities in our society if we are to truly build back better.

Canada has an unprecedented opportunity to alter its course and move toward a low-carbon
economy that benefits communities in long-lasting and meaningful ways. This is the moment
to move collectively at a global scale to build a better future. We can and must use

the current window to pivot to a sustainable and equitable economy through a decisive and
principled approach. The stakes are high.

IISD.org iv
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This paper sets out the “green strings” that should be attached to COVID-19 recovery
measures announced by Canada’s government. “Green strings” are key principles,
criteria, and conditionalities that should be applied to economic recovery from
COVID-19. Economic supports include bailouts (typically short-term support to keep industry
afloat until the economy rebounds), stimulus measures to create jobs and get businesses and
people investing and spending, and recovery measures that aim to set up the economy for
longer-term stability. The green strings recommendations in this document are critical to apply
to all supports as we enter a recovery phase and could also be applied to existing measures.
The application of green strings can also support the government’s development of longer-term
economic strategies, including moving toward a circular economy, while increasing sustainability
and resiliency.

Countries around the world are grappling with the unprecedented health crisis and economic
impacts presented by COVID-19. At the same time, the world is grappling with already-occurring
impacts, health and otherwise, from the climate and biodiversity crises. The federal government
has committed to net-zero emissions by 2050 and setting legally binding 5-year milestones (Office
of the Prime Minister, 2019a). How Canada responds to the economic impacts of COVID-19
will determine whether we can meet this goal and ensure a healthy, low-carbon future. The
current crisis, while presenting many difficulties, also provides an opportunity not to be
missed: aligning efforts to meet Canada’s climate goals with the challenge of economic
reconstruction post-pandemic.

Government spending in the wake of COVID-19 is necessary to promote economic activity and
job creation, secure social protection, and save sectors vital to society’s well-being. Ensuring
supports are climate-focused can achieve these goals while charting a path to a sustainable,
equitable, and resilient future. Canada has already taken some steps to align supports with
climate change. There is much more opportunity to ramp up green strings to support a green
and equitable recovery. This is the moment to move collectively at a global scale to build a
better future.

IISD.org 1
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The crisis presented by COVID-19 creates an opportunity for policy dynamism, when previously

inconceivable reform and investment is suddenly possible.! Bailouts, stimulus, and recovery

spending have major potential to spur economic transformation through their unprecedented

magnitude. To do so, clear principles for spending are needed. If applied incorrectly, measures

will prevent or delay the structural changes we need to mitigate the climate and biodiversity crises
(Climate Action Tracker et al., 2020; The Investor Agenda, 2020).2

The reasons to set and apply green strings are clear:

1

Conditions in the public interest are the government’s right and duty. Major
public spending comes at a cost for current and future Canadians. The government has
a right and a duty to ensure that such spending will help advance—or at a minimum
not frustrate—major public policy goals. Combatting climate change is one of our
most important goals. Major spending without greens strings risks perpetuating an
unsustainable economy and society when our current objectives—such as net-zero
emissions by 2050—rightly demand radical change.

The benefits of green stimulus and recovery measures are backed by evidence. A
recent survey of 231 economic experts and finance ministry officials on the performance of
fiscal recovery measures shows that environmentally targeted stimulus can create as many
jobs and as much growth as neutral or environmentally harmful measures (Hepburn et al.,
2020). During the 2008-2009 global financial crisis, green stimulus policies performed
extraordinarily well: for every USD 1 billion invested in the United States, 30,100 jobs were
created (Heilmayr et al., 2009). Dollars spent on public transport infrastructure resulted in
70% more job hours than dollars spent on highways; likewise, funds directed toward coastal
restoration created more job hours than had the funds been directed toward fossil fuel
infrastructure (Edwards et al., 2013; Smart Growth America, 2011).

A new economic model is needed for the workers of today and tomorrow. At least
53,000 workers in Alberta lost jobs in the oil and gas sector from 2014 to 2019 (Hussey,
2020). A pre-pandemic study found that the clean energy sector in Canada will account
for 559,400 jobs by 2030 (Clean Energy Canada, 2019b). Changes in technology and
automation, in addition to economic shifts away from high-carbon sectors, make it clear
that recovery must contribute to the creation of good quality jobs that can thrive in a low-
carbon future and promote a circular economy.

1 Calls for green recovery have been made far and wide by diverse groups, from the UN Secretary General, to the head

of the International Energy Agency, to former Bank of England governor Mark Carney (Birol, 2020; Harvey, 2020a;
Johansson, 2020).

2 For example, in the 2008 financial crisis, “zombie banks” were kept alive through subsidies and liquidity. Similarly,

evidence shows that discussion of climate change was sidelined in policy debates as short-term economic priorities

were prioritized by policy-makers (Bir & Runkel, 2020).

IISD.org 2
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4. Urgent action is needed to address the climate crisis. Achieving green economic
recovery will not require a large increase in investment compared to a non-targeted
recovery (Hepburn et al., 2020). Economic scenario analysis shows only strong green
measures will keep countries on track for a 1.5 °C scenario—contingent on a rapid
switch toward low-carbon investments and away from fossil fuels (Climate Action Tracker
et al., 2020). While Canada has made significant progress on climate change over the
past five years, we are currently not on track to meet our 2030 target and have not hit
past targets (UNEDP, 2019; Croome, 2020), demonstrating the need for a comprehensive,
economy-wide approach.

5. Health and climate change imperatives go hand in hand. In a recent open letter to
the G20, over 200 organizations representing half of the global health care workforce have
called for a green recovery since the impacts of air pollution and the climate crisis will
have dire impacts on health; similar calls were made by the World Health Organization
(Harvey, 2020b; World Health Organization, 2020). COVID-19 has starkly illustrated
that planetary and human health must be addressed side by side and that policy must be
directly informed by science and scientific experts.

6. There is strong public support for ensuring a green recovery. In Canada, the
majority of respondents in a recent survey agreed that the COVID-19 response must
not back away from climate change efforts (Abacus Data, 2020). A survey in the United
States and the United Kingdom found that up to 80% of respondents are willing to
make lifestyle changes to deal with climate change comparable to those made during the
pandemic (Townsend, 2020). Unlike previous crises, COVID-19 will fundamentally shift
economic structures and human behaviour for decades, with lasting effects on the way
we work, move, learn, and consume (Redonda, 2020). There is immense opportunity to
encourage positive shifts through strategic recovery efforts.

IISD.org 3
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Box 1. Where We Are Now

Canada has already provided a number of short-term support packages related to
COVID-19 recovery that include relief for high-carbon sectors such as:

Source: Bank of Canada, 2020; Canada Development Investment Corporation, 2020; Department of Finance, 2020;

CAD 172 billion for orphan and inactive well cleanup
CAD 750 million for an Emissions Reduction Fund for the oil and gas sector

Changes to the Export Development Act removing the cap on finance and some risk
protections

Business Credit Availability Program
Large Employer Emergency Financing Facility
Waiving of rent for ground leases for airport authorities

Bank of Canada corporate bond program

Department of Justice, 2020; Office of the Prime Minister, 2020.

The introduction of the Large Employer Emergency Financing Facility took an important step
in incorporating conditions for climate risk disclosure and alignment with Canada’s net-zero

objectives (Canada Development Investment Corporation, 2020). There are opportunities to
expand conditionality and green recovery principles past this measure alone.

IISD.org
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Green Strings: Seven principles to guide
recovery

This list of seven principles was developed based on a review of best international practices
and recommendations from leading academics and experts, supplemented with input from
key expert interviews.3 The list is separated into two sections. The first identifies specific
opportunities for conditionality and consists of key conditions for support and critical actions
that will help make those conditions effective. The second outlines general cross-cutting
principles to ensure green recovery.

Principles for Conditionality

The first three principles centre on key conditionalities that should be attached to fiscal supports
for the private sector. Conditionalities should ideally be built into fiscal support from the start to
send the right economic signals and allow companies to plan effectively for a low-carbon future
(Palmer et al., 2020).

Principle 1. Financial support to industry must include conditions for a
zero-emission transition.

KEY CONDITIONS TO APPLY

To receive federal support, firms with production assets in Canada should be required
to develop a measurable plan to meet net-zero by 2050 consistent with Canada’s
commitments under the Paris Agreement. Government fiscal supports—whether in the form
of bailouts, grants, loans, tax breaks, or equity purchases—should push industry toward a net-
zero future compatible with the Paris Agreement (Hepburn et al., 2020; The Investor Agenda,
2020). Companies should report on progress on such plans into the future, for example at 5-year
intervals (Hepburn et al., 2020). Company plans should not heavily rely on offsets or unproven
negative emissions technologies.

It is vital that company action to meet net-zero is guided by, and aligns with, larger efforts at the
federal level to develop climate accountability legislation and a functional framework to achieve net-
zero by 2050 (see Principle 5) (Croome, 2019). The development of such a framework will provide

3 The recommendations included in this document reflect the inclusion of addressing climate change as a key principle
for recovery, as seen in other recovery frameworks proposed by leading institutions such as Smart Prosperity, Sitra,
and the World Resources Institute (Pantsar & Tynkkynen, 2020; Smart Prosperity Institute, 2020).
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a benchmark against which to measure company net-zero plans. Private sector net-zero plans must
be considered an iterative process with emphasis on increasing robustness and ambition.*

Support to emissions-intensive sectors should be conditioned on actions by those
sectors to significantly reduce emissions, and/or acceptance of regulatory changes
that will drive such a reduction.> Substantial support for emissions-intensive sectors may, in
some cases, be necessary as a bridge to keep them solvent and keep people employed until better
conditions return. Governments should look for creative ways to craft such support so that it
contributes to the transition of those sectors toward a viable low-carbon future. Each sector’s
characteristics will differ, demanding ad hoc solutions tailored to the specifics at hand. Boxes

2 to 4 describe specific conditions that have been proposed or implemented in the aviation,
automotive, and oil and gas sectors.

Box 2. Applying Conditions to Key Sectors: Aviation

Canadian airlines are responsible for 22 Mt CO,e per year and are growing (Transport
Canada, 2020). Hepburn et al. (2020) have demonstrated that non-conditional aviation
bailouts have performed extremely poorly in the past on numerous fronts. Any aid to the
sector must be linked to distinct conditions, including maintaining jobs, and be considered
within a wider long-term plan to reduce air traffic, cut emissions, and transition workers

in the sector.® The aviation industry requires massive technological shifts or downsizing to
meet targets under the Carbon Offsetting and Reduction Scheme for International Aviation
(CORSIA) (Liebrich, 2020).

Conditions applied to the aviation sector could include a number of criteriq, including
decarbonizing ground operations, improving low-carbon infrastructure, limiting domestic or
short-haul flights, retiring carbon-intensive capital stocks, or setting biofuel or alternative
fuel quotas (Climate Action Tracker et al,, 2020; O’Callaghan & Hepburn, 2020; Pantsar

& Tynkkynen, 2020; Rutherford, 2020). For example, France’s bailout of Air France-KLM
prohibits certain domestic flights for routes where journey by rail is less than two and a half
hours (BBC News, 2020). Airlines should be required to disclose emissions on all flights in
order to empower consumers to make responsible travel choices (Rutherford, 2020). Any
policies developed must not interfere with the need for essential (e.g., medical) flights and
for remote and Indigenous communities.

4 Recommendations of the Task Force on Climate-Related Financial Disclosures provides an analogous example where
company practices are expected to improve over time as processes and best practices evolve (Task Force on Climate-
Related Financial Disclosures, 2019). For development of company net-zero plans in the short term, there are several
high-quality guidance documents available, such as through the Science Based Targets Initiative (Science Based
Targets, n.d.).

5 The United States auto sector bailout after the global financial crisis is an example of the latter (Freeman, 2011).

6 A particularly ambitious policy proposal for aviation conditionalities in the United States has been proposed by
Lazonick et al. (2020). Climate Action Network International (2020) has also released guidelines on aviation bailouts.

IISD.org 6
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Box 3. Applying Conditions to Key Sectors: Automotive

Support provided to the automotive sector needs to facilitate progress on Canada’s targets
on zero-emission vehicles and decarbonization of the transportation sector more generally.
Support can be tied to electric vehicles (EVs), electrification infrastructure, and efficiency
benchmarks. Incentives for scrappage programs should be proportional to fuel economy;,
with consumers receiving the highest incentives for purchases of zero-emission vehicles.
Germany’s automotive stimulus makes its buyback support conditional on the purchase of
an EV, and the country has introduced higher taxes for emissions-heavy vehicles (Hetzner,
2020). In France, the recovery plan for the automotive sector includes an efficiency-based
scrappage program, regulations to convert conventional cars to EVs, and a promise from
industry to keep production in France and pursue environmentally friendly technology
(Légifrance, 2020; Ubertalli, 2020).

More broadly, transportation-focused companies can be incentivized to transition their
fleets. For example, food or small package delivery services, many of whom have seen a
bump in demand due to the pandemic, could be required to invest in an accelerated shift to
EVs (Liebrich, 2020). Overall, Canada must also move toward a stronger policy framework,
better vehicle emission regulations, and a zero-emission vehicle industrial strategy
(Woynillowicz, 2020).

Box 4. Applying Conditions to Key Sectors: Oil and gas

Support to the fossil fuel sector must be clearly tied to maintaining jobs and meeting
environmental objectives, as has been done with the recent funding for orphan wells (Office
of the Prime Minister, 2020). Other opportunities for conditionalities in the fossil fuel sector
could include requiring all companies with retail transport fuel sales to build level 3 EV
infrastructure (McNally & Moffatt, 2020).

CRITICAL ACTION IN SUPPORT OF PRINCIPLE 1: TOWARD ZERO EMISSIONS

Support should not be provided for industries that are clearly incompatible with a
net-zero trajectory. Support should not create or lock in brown infrastructure, such as new
infrastructure that increases capacity for emissions-intensive fossil fuel production.” Nor should it
stimulate sectors that are major consumers of fossil fuels, where support would result in significantly
increased emissions. To set a benchmark, it may be possible to identify compatible activities

against an objective standard (for example, the EU taxonomy for sustainable activities) (European
Commission, 2020a). Ultimately, government may need to decide between using concrete
measurable indicators versus a more flexible approach that allows for discretionary decisions.

7 Some of these investments would also pose significant financial risk. See Erickson & Lazarus, 2020.
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Funding must uphold the “polluter pays” principle. For example, support for orphan
wells reclamation should be contingent on regulatory reform that ensures companies pay for
environmental damages in the long run, not taxpayers.

KEY CONDITIONS TO APPLY

If large companies require government support to remain viable, support must be contingent
on strict financial conditions to ensure funds maximize benefits for workers, communities,
and the climate while positioning companies for the clean economy of the future. If financial
conditionality is not applied, we could repeat the mistakes of the 2008 financial crisis—where
executives and stock markets profited from public money with no benefit to workers or
productivity (Kedward, 2020). In some scenarios, it may make sense for government to take
equity in a company; in these cases, government should leverage its new role to ensure climate
change goals are met (Steffen et al., 2020).

To spur the low-carbon transition, Canada should make it mandatory for all companies
receiving funds to carry out robust climate risk disclosure, at minimum the reporting
framework of the Task Force on Climate-related Financial Disclosures (TCFD). Current
levels of climate risk disclosures in Canada are inadequate (Canadian Securities Administrators,
2018; Chartered Professional Accountants Canada, 2019). Disclosure of climate-related risk has
been demonstrated as critical to incentivizing investors to shift to low-carbon economies and to
ensure financial stability (Johansson, 2020; Levy, 2020).

Corporate stock buybacks, shareholder dividend payouts, or executive bonuses and
salary increases should not be allowed.? At minimum, for loans, this condition must be

in place until the loan is fully repaid; for grants, the condition should be in place until the
economy is no longer in recession (Pellerin-Carlin et al., 2020). Canada has already committed
to some limitations under the Large Employer Emergency Financing Facility (LEEFF) (Canada
Development Investment Corporation, 2020), but more must be done. Above-market dividend
payouts are the norm in the oil and gas sector, which has added billions in debt in the past year
alone (Bousso, 2020). A recent Bloomberg report showed that the largest U.S. airlines used 96%
of free cash flow to buy back shares (Kochkin, 2020). Some companies have even borrowed
money to do buybacks, which has increased their vulnerability to economic declines and
undermined investment in workers (LLazonick et al., 2020). Taxpayer dollars should not be used
to support these practices. In Germany, companies have been asked to suspend dividends and
reduce wages and bonuses for executives to be eligible for loans and guarantees (Jennen, 2020).
Canada should also explore options to limit pay gaps between the highest and lowest paid workers
at companies receiving aid (Redonda, 2020).

8 For additional specific recommendations on the mining and oil and gas sectors, refer to IGF & ATAF, 2020.

IISD.org 8
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Companies that use offshore tax or anonymous shell companies should not be eligible
for support.® Canadian foreign direct investment in tax havens was CAD 284 billion in 2016
(Canadians for Tax Fairness, 2017). Taxpayers should not be providing money to companies
storing financial resources in tax-sheltered jurisdictions. France, Denmark, Poland, Austria, and
Scotland have all provided varying provisions restricting companies that use tax havens from
receiving funds (Bostock, 2020; Redeke & Trautvetter, 2020).

CRITICAL ACTION IN SUPPORT OF PRINCIPLE 2: SUSTAINABLE FINANCE FOR A
GREEN RECOVERY

Alongside the principles and conditions listed in this paper, Canada should work toward a wider
adoption of sustainable finance approaches, including implementing the recommendations of

the Expert Panel on Sustainable Finance and phasing out fossil fuel subsidies. Canada can also
adopt more international off-the-shelf approaches, such as the EU Sustainable Finance taxonomy
and stricter European Investment Bank-style requirements for Canada’s financial institutions.
Developing a classification system like the EU taxonomy for sustainable activities could also assist
Canada to green the financial sector and guide economic recovery by establishing performance
thresholds for key sectors (European Commission, 2020a; Tubiana, 2020). The taxonomy
includes a “do no harm” test that is intended to minimize investments in fossil fuels and nuclear
power (European Commission, 2019).

Recovery measures implemented by the Bank of Canada, including quantitative easing, must also
incorporate climate change objectives (Kedward, 2020; Martinez-Diaz & Christianson, 2020).
The failure of central banks to integrate climate change after the global financial crisis led to
banks purchasing a disproportionate share of assets from high-carbon firms (Martinez-Diaz &
Christianson, 2020). The Bank of England has implemented measures to embed climate change
into its activities, which provides one useful model (Bank of England, 2020)

KEY CONDITIONS TO APPLY

Government must link support to worker conditions. The current crisis has triggered a job
apocalypse: massive numbers of job layoffs for workers globally, including 3 million in Canada
as of early May (Britneff, 2020). Any recovery efforts must be done with the health and safety
of workers as a top concern and should endeavour to reduce inequality, create good quality and

9 Tax Justice Network provides a five-step test for governments to identify companies using tax havens and to
determine how conditionality should apply (Bou Mansour, 2020).
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well-paid jobs, and maximize employment (Canadian Labour Congress, 2020).10 Support should
be linked to ensuring that the labour force is kept employed or actively transitioned, that pensions
are secure and whole, and that negotiated working conditions (including wages, sick leave and
related packages) are upheld. There is also a need to support those who are unemployed, under-
employed, or in precarious work situations.

Support should facilitate the retraining of workers for the green economy. Funding
should contribute to the career development of workers so that workers do not have to bear the
costs of adjustments (including job transfer and training costs). For example, fossil fuel companies
receiving stimulus could be required to pay skills training for their workers and support
recognized training programs (McNally & Moffatt, 2020). Workers in transitioning sectors must
be able to access skills training while they are on the job, and training must be portable so that
credentials will be recognized by other employers.

CRITICAL ACTION IN SUPPORT OF PRINCIPLE 3: SUPPORTING WORKERS

Canada must ensure a just transition for workers and communities transitioning from
high-carbon sectors, following international best practices.!! The recommendations

from the Task Force on Just Transition for Canadian Coal Power Workers and Communities
(Government of Canada, 2019) should be fully implemented, and approaches to a just transition
should be expanded to other fossil fuel workers and communities. Canada could mirror increased
efforts on a just transition internationally, such as the recent top-up of the European Commission
Just Transition Fund to EUR 40 billion (European Commission, 2020b). In some sectors, such
as the aviation sector, maintaining 100% of the pre-COVID-19 workforce in the long term may
not be possible or necessarily desirable in the context of a low-carbon economy. It is crucial that
the government develop longer-term strategies on how to reduce emissions in—and facilitate
transition from—high-carbon sectors, including by following through on the commitment to
enact a just transition act for all energy workers (Office of the Prime Minister, 2019b).

The more opportunities to involve labour representatives in planning, the better.
Company plans for net-zero should be developed with worker representation at the table. Results
from the global financial crisis indicate labour participation in management can be a stabilizing
factor for recovery (Rios, 2020). There are excellent international examples, such as German
works councils, where workers can participate in longer-term planning (Lawton, 2020).

Canada must train the workforce of tomorrow. Beyond workers facing a transition, there is
also a large population of young people who will be coming into a new economy. Canada must

10 The Canadian Labour Congress has released a suite of recommendations, Labour’s Vision for Economic Recovery,
available at: https://canadianlabour.ca/labours-vision-for-economic-recovery/
The International Trade Union Confederation has released multiple statements, including Key Issues on the Return to
Work, available at: https://www.ituc-csi.org/IMG/pdf/ituc - key issues on the return to work.pdf

11 See the International Labour Organization’s Guidelines for a Fust Transition Towards Environmentally Sustainable
Economies and Societies for All, available at: https://www.ilo.org/wecmsp5/groups/public/---ed emp/---emp ent/

documents/publication/wems 432859.pdf
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support training the upcoming generation for low-carbon jobs. With the Indigenous population

the fastest growing population in Canada (Statistics Canada, 2017), there are also dual benefits in
addressing future youth jobs in parallel with reconciliation to ensure Indigenous youth are able to

acquire skills for a green economy in line with their cultural practices.

Box 5. Applying Conditions to Key Sectors: Buildings

Green stimulus in the buildings sector has immense opportunity to create jobs while
creating tangible benefits for communities through deep retrofits and energy-efficient
construction, including for affordable housing. Stimulus in the buildings sector should

be accompanied by robust energy-efficiency criteria, with existing targets increased

and measures to ensure provinces and territories adopt high standards (Lockhart, 2020;
Pembina Institute, 2020).12 British Columbia’s Energy Step Code is an excellent case study
of the kinds of standards that could be conditions of support, whose adoption can be
furthered by provincial stakeholder councils (Energy Step Code, 2018; Lockhart, 2020).
Investments in federally funded, owned or leased building projects should move toward
zero-carbon construction (Canada Green Building Council, 2020). Funding for development
costs could be scaled based on the emissions reduction potential of new construction, with
a portion contingent on performance (Canada Green Building Council, 2020). Opportunities
can be explored to ensure new construction can be connected to other low-carbon
infrastructure such as power storage and EV charging infrastructure (Climate Action
Tracker et al., 2020).

12 Additional recommendations on principles to ensure green recovery in the building sector can be seen in Lockhart

(2020). Opportunities to tie building-related transfers to the adoption of standards could take inspiration from similar

measures for health care transfers (Galloway & Grant, 2016).
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Cross-Cutting Principles to Ensure Green Recovery

The next four principles are cross-cutting recommendations to ensure that the government’s
approach to recovery, including policy and fiscal supports, supports crucial environmental and
equity goals.

Support should contribute to building decarbonized energy and electricity sectors.
Government should use stimulus to increase access to clean and affordable electricity
for all residents of Canada. The federal government’s target is for 90% of the country’s
electricity to come from non-emitting sources by 2030 (Environment and Climate Change
Canada, 2016).To do this requires modern electricity grids, storage, transmission infrastructure,
and district energy, including in regions with emissions-heavy power sectors such as Alberta,
Saskatchewan, and diesel-reliant regions. The government should prioritize clean energy access
for remote, Indigenous, and low-income communities. The declining cost of renewable energy
creates an opportunity to increase access to clean energy among key populations (Climate Action
Tracker et al., 2020). However, equally important is support for demand-side programs to reduce
energy consumption and increase quality of life in order to reduce the need for new energy
production projects.

Canada should invest in the low-carbon fuels of the future, as well as electrification
and low-carbon solutions for key sectors. Approaches such as clinker substitutes in cement
production are urgently needed to decarbonize heavy industry. Canada should also identify
opportunities to maximize environmental and health gains through new spending, such as
mandating low-carbon requirements in public procurement and in infrastructure spending (Clean
Energy Canada, 2017, 2019a). For transportation, funding should support public transit and
active transportation projects rather than urban highway and airport expansion.

Government should focus on supporting start-ups and early-stage companies that
offer innovative solutions. To be effective in the short term, commercial off-the-shelf solutions
are needed for job creation and competitiveness (Denning, 2020), but in the longer term we must
invest in innovation that will drive clean sector development. For example, Torrie et al. (2020)
have called for a CAD 25 billion Energy Innovation Fund to focus on research and development
as well as commercial deployment; this could be expanded more generally to a low-carbon
innovation fund focusing on investments beyond energy, including those that support a circular
economy. Supporting social enterprises and community-based projects can ensure tangible
social and economic benefits reach communities in need. Disadvantaged communities should

be targeted, with direct carve-outs from existing funding streams and new stimulus programs
provided for Indigenous communities.
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Support should drive climate resilience, consistent with the adaptation goal of the Paris
Agreement. We can no longer approach climate change through the dichotomy of mitigation
versus adaptation, as the two are invariably intertwined. Canada’s COVID-19-related investments
should not miss the opportunity to maximize resilience and economic co-benefits. Investments

in natural infrastructure can serve to meet the twin objectives of mitigation and adaptation, while
also providing additional co-benefits such as biodiversity protection. As noted by the Global
Commission on Adaptation (2019), the overall rate of return on investments in climate adaptation
is extremely high. In addition, agricultural stimulus must advance efforts to achieve the structural
changes needed to enhance climate resiliency while reducing greenhouse gas emissions and other
environmental impacts.

Advancing energy transition policies will help Canada pursue a roadmap for green
recovery. Canada’s Nationally Determined Contribution (NDC) under the Paris Agreement
already presents the steps that must be taken to reach climate change goals, and it can be used
as a guide for recovery planning (Steiner & Camera, 2020). Canada should strengthen its NDC
in advance of COP 26 and provide further details on its commitments to increase ambition, as
well as how COVID-recovery efforts can align with this ambition. Canada must also not delay
on developing new crucial policies that will support climate change action and a move toward

a circular economy. Legal measures to enshrine our climate change commitments in law and
provide a functional framework to achieve net-zero by 2050 will ensure the government remains
accountable to Canadians and the international community in achieving its climate targets, while
providing greater certainty to the private sector and guiding economic recovery (Beugin et al.,
2020; Croome, 2020).

Strengthening, improving, and enforcing existing environmental regulations and policies
will ensure government support puts us on the right track. It is important that Canada not
suspend, delay, or roll back emissions standards, environmental taxes including carbon pricing,
taxes and levies for high-carbon sectors, or other regulations. During recovery it will be crucial

to continue with existing plans such as the Clean Fuel Standard and Net-Zero Building Code.
Canada should also look to ensure land and environmental regulations uphold Indigenous rights
and address broader reconciliation goals.

Canada should make use of the federal impact assessment process to ensure that new
infrastructure is designed to support sustainability. The new impact assessment regime
offers a process to evaluate environmental, social, and economic impacts and benefits; to support
Indigenous rights; and to include public and community engagement. It can be mobilized to
assess individual projects, regional development, or strategic policies or undertakings. As such,

it offers an established set of tools to balance multiple objectives and maximize the benefits

of stimulus funding. Canada should ensure that an effective climate test for assessed projects

is developed and implemented. To support net-zero pathways, the Project List and other
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components of the Impact Assessment Act should be reviewed to ensure all large emitting projects
are assessed within Canada’s 5-year carbon budgets.

Transparency on all federal funds disbursed should be provided, including those
disbursed through federal credit agencies. This should include a list of funding recipients
and amounts provided, and information on what conditions have been applied. Regular updates
should be provided to the public on whether conditions are being met. As part of increased
transparency, the government should explore further measures to foster tax transparency and
fossil fuel subsidy transparency and reform (Corkal et al., 2020; Redonda, 2020). Funding
provided to subnational governments, including provinces and municipalities, should also be
made public and accountable to ensure benefits are maximized and that funding is reaching
communities in need.

Conditionality of funds provided by government should be enforced. Companies who
have received funding with conditions must have clear and measurable indicators and reporting
requirements. Enforcement of conditions for funding is crucial but has often been neglected.!3
Policy-makers should be aware of the structure needed and the financial resources required to
enforce any conditionality that may be included in support packages.

If large firms do not follow funding conditions, financial or otherwise, government should
consider provisions to convert the type of aid provided. For example, large companies could
have their loans converted to equity if conditions are not met. Likewise, money provided as direct
spending (grants) can be converted to loans. The government should also consider opportunities
to reduce the overall public debt by building in conditions to convert grants to loans once a firm
begins to turn a profit, or once the recession has ended. Government can also consider waiving
conversion if companies meet climate change-related conditionalities, as a further incentive for
companies to comply.

Relief and recovery efforts must focus on improving well-being, particularly of those
who have been historically and structurally oppressed. COVID-19 and climate change are
both magnifiers for deep inequities that exist in our society that must be meaningfully addressed if
we are to build back better. In Canada, at least 438 civil society groups have signed the Principles

13 For example, in Canada, a report from the Auditor General shows that enforcement and transparency after the 2008
automotive bailout was insufficient and that more comprehensive reporting and analysis was needed on use of the
funds, impact on company restructuring, and loan repayment (Owram, 2014).
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for a Just Recovery,!¢ which outline how the well-being of peoples and ecosystems must be
prioritized to build an equitable and resilient society (Fust Recovery for All, 2020). Government
should use the current window to address historical inequities for communities that have not been
able to fully participate in the economy, while ensuring conversations and decision making around
recovery are inclusive.

Canada should strive to broaden the public good from COVID-19-related spending as
much as possible. Locally focused investments are key to building community-level capacity
and ensuring disadvantaged communities benefit. For example, using Community Benefits
Agreements where there is project-specific funding will ensure traditionally under-served
communities are able to benefit from projects (including from jobs and training) (Community
Benefits Coalition of BC, n.d.). Local communities should be actively involved in designing
community-based recovery plans.

Canada should fully implement the UN Declaration on the Rights of Indigenous Peoples
(UNDRIP) and ensure recovery upholds Indigenous rights, strengthens nation-to-
nation relationships, and increases the adaptive capacity of Indigenous Peoples.15 The
COVID-19, climate, and biodiversity crises illustrate the continued impacts of colonialism on
Indigenous Peoples in Canada, who continue to be chronically underfunded.!¢ Direct transfers
will ensure communities can access crucial relief and recovery funding, but there is also a need to
minimize administrative burdens for low-capacity communities in need of support.

Government response to COVID-19 must strive for gender equality. The pandemic has
disproportionately impacted female-dominated job sectors (Alini, 2020). A green recovery
must consider gender impacts and include measures such as robust, quality childcare to
ensure women are not left further behind. Green jobs include not only jobs in the energy and
manufacturing sectors, but also jobs in the care and service economies and those that support
broader social goals.

14 For example, in Canada, a report from the Auditor General shows that enforcement and transparency after the 2008
automotive bailout was insufficient and that more comprehensive reporting and analysis was needed on use of the
funds, impact on company restructuring, and loan repayment (Owram, 2014).

15 Additional crucial actions by government that will contribute to reconciliation and increased climate resilience
include abiding by the Principles Respecting the Government of Canada’s Relationship with Indigenous Peoples,
implementation of the Truth and Reconciliation Commission Calls to Action, and more (Department of Justice,
2017; Truth and Reconciliation Commission, 2015).

16 See, for example, the declaration of a First Nations Climate Emergency (Assembly of First Nations, 2019).
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We are straddling a historic moment—in the midst of dealing with a global health
crisis, the ways in which governments decide to pursue recovery will lock in
consumption patterns for decades. As UN Secretary-General Antonio Guterres has stated,
COVID-19 has provided a wake-up call (United Nations, 2020). We can no longer continue
with the status quo, worsening the climate and biodiversity crises and locking in our country
and the global community to stark health, environmental, and economic outcomes. We can and
must use the current window to pivot to a sustainable and equitable economy with a decisive
and principled approach.

Here in Canada, the government is under significant pressure from key high-carbon sectors to
provide bailout funding, including the oil and gas, automotive, and aviation sectors (Nuthall,
2020; Patel, 2020; Rabson, 2020; Roberts, 2020). There is a risk of an even higher emissions
trajectory if policy-makers do not consider climate change in economic responses to COVID-19
(Le Quéré et al., 2020). If recovery spending is captured by special interest groups, social
protection, workers’ rights, and environmental policy goals could be undermined well into the
future (Tubiana, 2020).

We must seize this difficult moment to transform our economy and our institutions to
serve vital public policy goals from the environment to equity. By learning from past crises,
such as the global financial crisis in 2008—-2009, and from other countries in their responses to
COVID-19, Canada can create lasting improvements and facilitate positive structural change.
Aligning the principles in this paper with robust frameworks and accountability mechanisms to
achieve our climate change goals will contribute to a sustainable and resilient recovery for all.

The principles outlined in this paper are only one part of an equitable and fair recovery from
COVID-19. The goals of recovery packages should ultimately include not only environmental
goals but also social well-being goals to increase our resilience to future crises, ensure equitable
distribution of resources and access to social services, and move beyond traditional measurements
of success like GDP. Canada has an immense opportunity to support workers and move our
country to low-carbon systems that benefit communities in long-lasting and meaningful ways. The
stakes are high.
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