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POLICY BRIEF (03/2020) ON BEHALF OF GREENPEACE GERMANY

How the necessary economic support measures can cushion
the corona crisis and accelerate the ecological transition
(Update March 30th, 2020)

The Corona crisis is shattering our societies and is forcing governments to provide
emergency aid and far-reaching economic measures of historic proportions. While we
focus on health and short-term support for employees and companies, we must not repeat
the mistakes of past economic crises and think of tomorrow in all our actions. The economic
recovery measures can not only “restart” the economy, but also set the course for the
necessary transformation. Climate protection can and must be a driver of economic
recovery and is the basis for our long-term prosperity. Using a few examples, we want to
illustrate how short-term economic support can be reconciled with our long-term societal
priorities.

By Holger Bir und Matthias Runkel?

"This paper is a translation of a policy brief written in German for the current debate on the
German economic recovery package (Bar/Runkel 2020). While therefore most of
the examples in this paper stem from the German debate, they are often similar to
debates in other countries and partly are related to the debate on the European
Green Deal and the EU Emissions Trading Scheme as well. The examples serve as il-
lustrations of how to think about the design of economic recovery packages in gen-
eral -they are not a “prescription what to do”. In this regard, they should work very
well to readers in all countries. As we state in section 4: we explicitly invite all readers
to think beyond these examples and to enrich the debate about the economic recov-
ery packages in your respective countries!

2The authors give thanks to Swantje Fiedler, Ann-Cathrin Beermann, Florian Zerzawy, Leon-
ard Mdller, Chris McKenna and Tobias Austrup for the many helpful comments.
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The spread of the coronavirus poses enormous challenges
forindividuals and companies. Public life and the economy
are at a standstill in some areas. In addition to the major
challenges for our health care system, short-time work?,
redundancies, liquidity bottlenecks, insolvencies, and
many other problems are looming.

The Stateis forced to support the affected households and
companies. Under the pressure of the crisis, far-reaching
decisions are being made at a rapid pace and massive pub-
lic expenditures are being outlined that will have an effect
for many years beyond the corona crisis.

The paperisintended to provide a first impetus to the de-
bate on the shape of these historic stimulus measures. For
even after the corona crisis, we will still have to find solu-
tions to the climate crisis, structural change, growing ine-
quality and other social challenges. The aid now planned
foran economicrelaunch can set the course for the neces-
sary transformation to a climate-friendly economy.

1 Whatis needed in the short term

The focus of fiscal and monetary policy measures to date
has rightly been on short-term support for those most af-
fected and on general financial relief for citizens, the self-
employed, and companies. The central focus is on bridging
the temporary loss of wages and income of many people
and providing short-term, temporary support to affected
companies in order to minimise the economic conse-
quences of the current exceptional situation. "First, focus
on hardship, not G.D.P" (Krugman 2020). Banks are also
being supported with the aim of facilitating lending to
those affected and bridging liquidity bottlenecks.*

Due to the great uncertainty regarding the coming weeks
and months, these short-term measures represent a nec-
essary rescue package for those whose livelihoods are
threatened. Personal and business insolvencies due to the
temporary economic standstill must be prevented as much
as possible in order to facilitate a quick return to normal
business operations.

As a matter of principle, these measures should be timely,
targeted, and temporary (Bofinger et al. 2020). They must
act quickly, address those affected, and be limited to the
time of the crisis. Since this is not always affordable, less
targeted, less efficient but quick acting, effective measures
may also be necessary.

3 “Kurzarbeit” in German. A measure used in a number of Euro-
pean countries in recessions in which workers agree to
accept a reduction in working time while the firms avoid
laying them off. Part of the “lost” wage income are paid
for by the government. The goal is to create advantages
for everyone in a crisis: companies wage bill is lowered
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Figure 1 compares the size of the national packages of
measures in relation to the national gross domestic prod-
uct (GDP). With a 750 billion euro package of measures,
Germany can replace around one fifth of its national GDP.
In Austria this would currently be around 9%. Both coun-
tries benefit from relatively low public debt ratios (see e.g.
Trading Economics 2019), which provide scope for further
measures.

Figure 1: Size of economic aid measures relative to
countries’ GDP

Germany I 20,3%
Spain NG 15,4%
UK I 15,2%
USA I ©,7%
Austria I 0%
Australia* I 7,9%
Canada HEE 33%
China HE 29%
EU Hl 25%
[taly W 24%
France I 18%
Japan** N 47%

Source: Own figure based on Quartz (2020) and *
https://treasury.gov.au/coronavirus, ** https://www.japan-
times.co.jp/news/2020/03/23/business/economy-business/japan-
considers-%C2%A530-trillion-stimulus-fight-coronavirus-
outbreak/#XnymU4hKhPY

The existing social networks in Germany as well as the
measures already initiated and announced will take care of
the majority of those affected. Still, the potential ad-
vantages of an unconditional basic income seem to be ap-
parentin such a situation. The crisis shows that the societal
debate (e.g. Gkantiragas 2020) on the introduction of a
basic income should be further promoted.

Depending on the duration and depth of the economic re-
cession, further steps may be necessary. One general rule
could be to reduce the composition of tax income and to
reduce the tax burden on labour (relative to taxes on capi-

and they don’t need to look for new employees after the
crisis while employees do not get laid off in a crisis situa-
tion.

4 Table 1atthe end of the paper gives an overview on measures
agreed throughout different countries.
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taland environmental taxes on pollution and resource con-
sumption) ®. In the short term, this must be financed
through government expenditure with corresponding
public debt; in the long term, government tax revenues
should be reformed and financed more strongly through
the environmental taxes (FOS 2019). Linked to this is the
question of how to design a fairer tax system that offers
new answers to growing inequality.

2 Lessons from the 2008 financial
crisis
Economic crises teach us that they are always both an op-

portunity and a risk. They often bring radical change and
trend-setting decisions - both positive and negative.

In the 2008 financial crisis, for example, climate protection
and other long-term goals were pushed into the back-
ground, while short-term economic interests instead dom-
inated the political agenda. Climate protection lost priority
on the political agenda. For years, climate change was no-
ticeably less debated in the Bundestag before its presence
increased again (see figure). There is no time for another
postponement. Economic recovery and climate protection
can -and must - go hand in hand this time.

5 . Tax bads, not goods” is an important slogan in the work of
Green Budget Germany / Forum Okologisch-Soziale
Marktwirtschaft. It emphasizes that very idea: that higher
taxes should be put on societal “bads” (like pollution and

resource consumption) and the higher revenues should

Forum
Okologisch-Soziale
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Figure 1: During and after the financial crisis, climate
change lost its presence in political debates:
Frequency of terms “Finanzkrise” (financial crisis)
and “Klimawandel” (climate change) used in
speeches in the German federal parliament

_T
(‘Q FINANZKRISE x KLIMAWANDEL x X))

Anzahl pro 100.000
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Source: ZEIT Online, https://www.zeit.de/politik/deutschland /2019~
09/bundestag-jubilaeum-70-jahre-parlament-reden-woerter-spra-
che-wandel#s=klimawandel%2Cfinanzkrise

Crises are a breeding ground for new ideas - good and
bad - and a catalyst for their dissemination. The "scrapping
premium" (officially: environmental bonus), which was
conceived as an economic stimulus measure without con-
sideration of ecological effects, has become infamous. As a
result, old vehicles that could have been used for years
were scrapped. They were replaced by vehicles that were
on average more powerful and had higher COz emissions.
The Obama administration made things better: the Amer-
ican Recovery Act of 2009 promoted the creation of al-
most one million clean energy jobs in the wind and solar in-
dustries in the following years (Lashof 2020).

Another lesson is that some stimulus measures run the risk
of preventing structural change. One example from the
2008 financial crisis is the so-called "zombie banks", which
were only kept alive by subsidies and liquidity injections.
The danger of a repetition of such unintended conse-
quences of economic stimulus measures still exists today -

be used to reduce the tax burden on “goods” labour (as
in: every work hour), in order to reduce unemployment
and allow wages torise.
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e.g. if fundamental structural change is to be "paused" for
short-term crisis management:

“Europe should forget about
the Green Deal now and focus
on the coronavirus instead.”

L

Andrej Babis,
Czech Prime Minister

However, a sustainable structural policy does not attempt
to "prevent" structural change, but recognisesit and uses it
to achieve social goals (climate protection, sustainable de-
velopment, others) through it (cf. Bar/Jacob 2013). It is
therefore important to examine economic stimulus
measures and demands for their long-term effects and not
only for their short-term contribution. Taking this into ac-
count, the mobilisation of enormous sums of money world-
wide can also serve to seize a "historic opportunity" to
jointly tackle the economic crisis and the climate crisis:

“Governments need to make
sure they keep clean energy
transitions front of mind as they
respond to this fast-evolving
crisis (...) They have a historic
opportunity today to steer
those investments onto a more

sustainable path.”

There is widespread agreement on many of the measures
necessary in the short term (see section 1). National gov-
ernments are mobilizing sums in the double or triple-digit
billions to combat the crisis and are taking measures that
would have been unthinkable only a short time ago. Given
these huge levers, we should think very carefully about
how to deal with them and beware of short-sighted crisis
management that ignores long-term goals (i.e. we should
leave the "wrong" things). Instead, we must do the "right”
thing and think about tomorrow, i.e. implement measures

Fatih Birol, Executive Director
International Energy Agency

% See comments by (Bofinger et al. 2020) on how the current sit-
uation represents both a supply and demand crisis.

” This applies both to investment decisions by companies, to em-
ployees who are thinking about the direction in which
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that combine short-terminterests (economic stabilisation)
with the long-term perspective (energy system transfor-
mation, decarbonisation, digitalisation). Translating such
ideas into concrete measures in economic stimulus pack-
ages would create real win-win situations.

3 Avoid the "wrong things”

"Primum non nocere - first do not harm" is part of the Hip-
pocratic Oath. The same should apply to the "healing" of an
economic crisis. Otherwise, there is a danger that fighting
the short-term crisis will lead us to postpone urgent tasks
and thus take one step forward and at the same time two
steps back. Because, as Michael Thone correctly notes:
"The corona crisis relativizes the other problems, but their
absolute size does not diminish. Rather, an additional, very
large and acute problem has come on top of it" (Théne
2020).

Many actors are already bringing their demands to bear in
the current debate on the economic distortions resulting
from the coronacrisis. In some cases, demands from before
the crisis are now reappearing in the guise of "necessary
economic measures". Some of them are in conflict with the
long-term goals of climate protection. Examples from the
European and German policy arena are:

= EU: Abolition of EU emissions trading (Barteczko 2020)

= EU:Softening of the CO2targets EU car manufacturers
(Mortsiefer 2020)

= EU: Putting European Green Deal "on hold" (Simon
2020)

= Germany: Postponement of the introduction of the
CO2 price and the fertilizer ordinance (ntv 2020)

=  Germany: Postponement of the increase of the air
transport tax (Kiani-Kre3 2020; RND 2020)

The current crisis differs from typical economic crises®,
which is why these demands would not only cause great
damage from a climate policy point of view, but would also
have little economic impact in the current situation.

Furthermore, such demands unsettle actors who have set
theirsights onlong-term decisions (e.g.investorsin renew-
able energies or companies investing in their decarbonisa-
tion), they slow down the necessary structural change to-
wards a sustainable, low-carbon economy. Especially in a
crisis, "directional stability"” is extremely important and an
internationally coordinated economic policy has great ad-
vantages over an approach in which each country sets dif-

ferent priorities in national economic stimulus packages

they want to educate themselves in the crisis, and to in-
vestors who invest their money in the expansion of re-
newable energies, for example.
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(OECD 2020). Additionally, the long-term costs of una-
bated or "postponed" climate protection clearly exceed
the investment requirements for the necessary decarbon-
isation. This insight should be common sense since the
Stern Review (Stern et al. 2006).

4 Doingthe "right thing" and
thinking about tomorrow

The Hippocratic Oath further says: "secundum cavere, ter-
tium sanare - secondly be careful® thirdly heal". A good ap-
proach therefore attempts to think of short-andlong-term
challenges together: when dealing with the acute and
short-term effects, not to lose sight of the requirements of
long-term transformation tasks and to find potential syner-
gies between the different objectives®:

1. Health: measuresreduce the number of new infections
and strengthen the health system.

2. Emergency aid for employees* and companies:
Measures provide short-term support for employees*,
households, and companies to cushion social hardship
and economic downturn.

3. Green structural change: measures steer the eco-
nomic relaunch in the right direction and promote sus-
tainable structural change.

"Thinking about tomorrow" means above all keeping an
eye on green structural change - without it we will not
achieve any German or European climate protection or
development goals. We should regard the massive public
spending in the context of combating the corona crisis as
investments in the future and use it to prepare companies
and employees for structural change, to accelerate it and
thus combine economic opportunities and climate protec-
tion™.

The following examples are an invitation to reflect critically
on them and think creatively about the areas where there
is further potential for synergy between the short term and
the long term.

8 Probably a "luxury” that political decision-makers currently
would like to have and do not have.

% The three-phase model by Fischedick & Schneidewind (2020) is
similar to our approach.

% Thisiis precisely what Fischedick and Schneidewind (2020) call
"targeted exploitation of synergy potential for urgently
needed investments in the future”.

"Part of the German “Klimapaket” climate policy package
adopted at the end of 2019 was to increase the air traffic
tax, which is scheduled to go into effect April 1t, 2020.

2 Lashof (2020) makes a similar argument with regard to the
workers who lost their jobs in the US oil industry: “Let’s
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4.1 Aviation: Avoiding the wrong
things and thinking about
tomorrow

In the short term, demands for postponement of the in-
crease in air traffic tax™ ("by at least one year", according to
the “Vereinigung Cockpit” (German Association of com-
mercial aircraft pilots and flight engineers)) should be re-
jected. Such demands fail to recognise that the current
collapse is not related to these policy measures, but is due
to temporary entry bans, changes in travel behaviour, etc.
After the end of the crisis, air travel will in all probability re-
turn to its pre-crisis levels. It would be a fatal sign in terms
of climate policy if legislators were now to call on citizens to
"fly more" and postpone or relax urgently needed climate
protection measures.

Of course, the industry has been hit extremely hard by the
current crisis and should be supported to an appropriate
extent. Sensible approaches are to be found among em-
ployees (short-time work compensation, further training,
increased parental allowance for parents who look after
their kids at home, etc.)'? as well as among companies par-
ticularly short term liquidity support and deferrals. How-
ever, these crisis support measures should not inhibited
the necessary reformsin the sector.

Inthe long term, the aid funds could be linked to increased
investment in climate-friendly technologies (e.g. increas-
ing research expenditure on alternative fuels, climate-
friendly drives, etc.)™. The economic relaunch must be
geared to the necessary change.

4.2 Urban transport: Enabling win-
wins for health & environment

A major problem of the current crisis is mobility. Goods and
passenger transport must be maintained despite the
health risks in order to enable critical transport flows and
services. A short-term contribution to solving this problem
could be investmentsin health security, e.g. by disinfecting

help those workers directly, such as by direct payments
and extended unemployment and health benefits—not
by increasing subsidies for oil production or bailing out oil
companies.”

B An ecologically and economically sensible short-term measure
is the prevention of "ghost flights", which only serve to
ensure that airlines do not lose their entitlement to flight
slots. The European Commission has now reacted and
suspended the regulation for four months (Morgan
2020).
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buses, trains etc. The role models could be cities with expe-
rience of epidemics in densely populated areas, such as
Hong Kong or Singapore.

An increasing importance of bicycles in passenger
transport can be expected. Offers for bike sharing™ and
cargo bikes™ are already being adapted. In Bogota, roads
have been temporarily converted to bicycle traffic to facil-
itate mobility for people with a lower risk of infection
(Walker2020). Itis true that relying on cars also represents
alow-risk alternative. However, for many people, especially
those on low incomes, this is not an option.

With aview to the long term, it would make sense to switch
to bicycles and public transport in urban traffic. The other-
wise everyday external effects of urban car traffic (above all
noise, pollutant emissions, and traffic congestion) are cur-
rently becoming particularly apparent due to their ab-
sence. It remains to be seen whether the current crisis will
change mobility behaviour in the long term, e.g. in favour
of the bicycle. In any case, it will reveal the opportunities
and risks of the status quo and identify opportunities for fu-
ture investments.

4.3 ,Energiewende”: Removing short-
term hurdles to PV investment for
the economy and energy system
transformation

Short-term investments in small and medium-sized pho-
tovoltaic plants can support the economy and secure em-
ployment. To this end, the PV cap should be abolished im-
mediately. According to the German Federal Network
Agency, this cap on subsidies for the installation of 52 GW
will be reachedin April 2020, thus already deterring invest-
ment in photovoltaics today. The government has wanted
to abolish it since September 2019, and a motion by the
Greens parliamentary group in the Bundestag to lift the

" When using bike sharing (also car sharing), the question of the
possibility of transmission between users via surfaces (es-
pecially handlebars/ steering wheels) arises. The Robert
Koch Institute comments: "On the other hand, transmis-
sion via inanimate surfaces has not yet been docu-
mented. Other sources in the media speak of up to 72
hours that the viruses can survive on surfaces (SPIEGEL
2020).

5 Asan example we would like to refer to the Berlin support pro-
gramme for cargo bikes: https://www.lastenfahrrad-
zentrum.de/f%C3%Bérderung-kaufpresC3%Admie/ber-
lin

16 Already in the climate protection program 2030 (September
2019) the German government declared that it wants to
abolish the PV cap.
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cap was rejected by the Economics Committee at the be-
ginning of March (Haufe.de 2020). In this area, too, some
actorsreferto the "more urgent problem" of the corona cri-
sis and thus try to play it off against climate protection
(Barei 2020 as one example)”. The argument that PV
supply chains are interrupted and cannot be delivered in
Germany is not convincing™.

In the case of large-scale PV plants, there may be delaysin
completion in the short term, as a result of which the enti-
tlement to subsidies is lost, or penalties may become due
in the event of delayed commissioning (Enkhardt 2020). In
this respect, the German Solar Industry Association has re-
quested the Federal Government to extend the deadlines
for the realisation of such large-scale projects. Thisis a sen-
sible measure in order not to harm investors.

In the long term and from a global perspective, it is im-
portant that investments in renewable energies do not
come toastandstill, but that governments use this "historic
opportunity”to accelerate the global transformation of en-
ergy systems (Birol 2020). For Germany, lifting the PV cap
and promoting the installation of (especially smalland me-
dium-sized) PV systems and electricity storage " would
make double sense - to support the economic situation in
the short term and to decarbonise electricity generation in
the long term.

4.4 Public funding for energy-
efficient building refurbishment:
Win-win for the construction
industry & climate protection

Short-term investments from the climate protection pro-
gramme 2030 (e.g. for energy-related building refurbish-
ment, replacement of oil heating systems) would contrib-
ute to stabilising the economic situation and have positive
long-term effects if they could be sped up. Investments in

"7 Note: Thomas Barei is Parliamentary State Secretary at the
Federal Ministry for Economic Affairs and Energy. Criti-
cism of the failure to recognize the economic signifi-
cance of the PV sector was voiced, for example, by the
German Solar Industry Association (Bundesverband
Solarwirtschaft 2020) and the Chief Executive of the
German Association of Energy and Water Industries,
Kerstin Andreae.

'8 Wood Mackenzie analysts stress that the Asian supply chains
for photovoltaics and electricity storage are already re-

covering (Wood Mackenzie 2020).

¥ The same applies to investments in charging infrastructure for
the transport sector.
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energy efficiency in particular can have a strong impact on
employment (Umweltbundesamt 2019). Therefore, it
would be important to examine which specific measures
can be implemented in the quickly.?®

Inthe long term, higher public and private investments are
needed to reduce the energy demand of the building sec-
tor. The more funds from the economic stimulus packages
are leveraged for this purpose, the more likely it is that the
climate targets will be metin 2030.

4.5 Work: From the short-term "need
to work from home" to more
digital collaboration and fewer
business trips

In the short term, mobile working from home?'in the cur-
rent situation promises a win-win-win situation: people do
not pose a risk of infection for others; they can basically
continue to work, and care for their children, albeit to a lim-
ited extent; ultimately, there is much less commuting and
environmental pollution is reduced.? In the short term,
there is enormous growth potential here for applications
that improve digital collaboration® and digital further ed-
ucation.?* In the short term, it is important to help compa-
nies and their employees to improve their workflows and
collaboration in a timely manner.?®

From an ecological point of view, the long-term perspec-

tive is exciting. How quickly will we be able to work better
in the home office, and to what extent do employers no

29| this context, repairs to public infrastructure (e.g. rail infra-
structure) could also be an exciting topic. New construc-
tion of railways makes sense in the long term, but due to
their planning horizon they are not a short-term contri-
bution.

2 The term "home office" is used colloquially here for working
from home. In many companies, the same occupational
health and safety regulations apply to "home office" as to
workplaces within the company. In the current situation
and in many cases "improvised" home office conditions,
one must strictly speaking speak of mobile working from
home.

2201 the sake of completeness, it should be noted that mobile
working is not per se associated with ecological ad-
vantages - for example, if an additional computer, moni-
tor, etc. is procured.

B This includes software for digital meetings (Skype, Google
Hangout, Zoom, Go to meeting, etc.) & forinteractions
between meeting participants* (Mentimeter, slido.com,
Click Meeting, etc.)

24M0O0Cs (massive open online courses) and digital educational
offerings (e.g. udemy, edX, P2PU, Khan Academy) can
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longer perceive home office use as a "necessary evil" but as
an efficient option? How many business trips can and do
we want to do without in the future because we have come
to know and appreciate better, digital alternatives? There
is potential here to stabilize the ecological advantages of
"less commuting" or "having to go on business trips" in the
long term. In order to tap this potential, the "home office
experiences" of those who now work from home should be
betterthrough accompanying research. This way, we could
better understand the changes needed in the future to en-
able more people to work more independently of loca-
tion?® and in the long term, having to travel less for busi-
ness purposes and thus reduce environmental impacts.

4.6 Further education: using the
short-term slowdown to get fit for
the demands of tomorrow

For some employees and companies, the crisis offers
short-term opportunities to use for further training and
up-skilling.?” Some further training opportunities also have
positive effects on the environment. Through "green skills"
opportunities, employees can train themselves specifically
for the broad structural change of tomorrow.?

An important bottleneck is the question of whether and
how conventional face-to-face training can be digitalised

provide short-term alternatives in the crisis to on-site
training formats that are currently not possible.

5 |t needs to be clarified who can provide this advice - the local
Chambers of Commerce or trade unions could play a role
here.

2 The question has not only an ecological, but also a social di-
mension: against the background of the rent debate in
large cities and the rural exodus, a long-term opportunity
is emerging here: if villages manage to provide people
with the necessary infrastructure for home office work,
this can bring location-independent jobs from the cities
to the countryside. Such potentials should be actively de-
veloped in pilot projects (e.g. the Neuland 21 initiative) -
detached from the question whether / when the next
pandemic will "force" us to work from home.

7 The "Work for tomorrow" law (Arbeit-von-morgen-Gesetz)
passed by the Bundestag on 13.03.2020 is intended not
only to simplify access to short-time work benefits, but
also to improve the promotion of further training during
this period.

2 An example of this would be motor vehicle mechanics who are
undergoing further training in the field of electromobility.
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so that those interested in further training can take ad-
vantage of these opportunities in a timely manner. 2% Of-
ten, compulsory attendance is necessary to acquire certain
certifications - but this attendance is not necessary for the
simple transfer of knowledge. We should examine how
such mandatory examinations can be made up for after the
crisis.

In the long term, these considerations are important as to
how we can use the time of the crisis for further training in
order to make individual employees®® (and their compa-
nies) fit for the coming structural change processes in their
sectors - in order to guarantee long-term employment
with good working conditions in Germany.

4.7 Energy prices: Reducing climate-
damaging subsidies when oil
prices are low

In the short term, low crude oil prices may lead to a reduc-
tion in energy efficiency efforts (Birol 2020). At the same
time, the situation offers a window of opportunity to tackle
the $160 billions of environmentally and climate-damag-
ing subsidies for oil worldwide and to give a new impetus to
the stalled international processes (for example in the G20
Peer Review process on reporting on environmentally
harmful subsidies) to reduce subsidies. The International
Monetary Fund publishes an update on global fossil fuel
subsidiesin May each year (Coady et al. 2019). Acceptance
for the reduction of these subsidies could be higher due to
the current low price level. *' In the long term, progress in
this area would be doubly important - for fiscal and climate
policy reasons. The dismantling of environmentally harmful
subsidies (e.g. kerosene tax exemption and the diesel priv-
ilege) could release billions of euros that the state will need
to finance the stimulus measures, while at the same time
making enormous progress in moving away from fossil en-

ergy.

2? The formulation here is deliberately "starting" - further training
can certainly be completed even after the end of the cri-
sis.

3 n the long term, the range of further training opportunities for
"blue-collar" workers must be expanded. Today's existing
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4.8 Soziale Dimension priorisieren:
kurzfristige Harten auffangen

"Environmentalissues are al-
ways distributional issues and

distributional issues are al-
Maja Gopel, Secretary-General
German Advisory Council on Global Change
(WBGU)

In the short term, aid and investment packages can halt
the economic downturn, secure jobs and stabilise compa-

ways matters of justice”

nies. Economic aid and economic conjuncture measures
have a distributional dimension per se and, depending on
their design, benefit one group or another to a greater ex-
tent. Thismeansthat thereisariskthatthe wayin whichthe
crisis is combated will exacerbate the already existing ine-
quality of income and wealth. Assets such as shares and
bonds are disproportionately owned by wealthy people
and are therefore drivers of inequality (see e.g. Runkel
2014, Kuhn et al. 2018). The falling real estate and asset
prices of the 2008 financial crisis therefore interrupted the
decades-long trend of growing inequality. Since then,
however, inequality of income and wealth has risen sharply
again in many countries (see e.g. Spannagel/Molitor 2019).

In the response to Covid-19, the social dimension of all
measures must be examined more closely in order to en-
sure social acceptance of the aid and stimulus measures.
State aid for large companies should not be given without
conditions (see e.g. Lazonick et al. 2020) and the preserva-
tion of jobs must be clearly prioritised over shareholder
value.

In the long term, distribution issues and people's percep-
tion that things are "fair" in our societies are very important.
A social transformation towards sustainability also requires
a greater degree of social cohesion. Inequality between
rich and poor groups within our societies and in the inter-
national context has risen sharply: while the world's richest
1% receive more than 20% of global income, the poorest
50% receive less than 10% (WID 2018). Economic research
also shows that the amount of assets now "hidden" in off-
shore tax havens has grown to 10% of global GDP over the
last four decades and belongsto only therichest part of the

offers, which can take place digitally, are often very
strongly oriented towards office employees and their
needs.

31 Crisis situations can act as a catalyst for the reduction of envi-
ronmentally harmful subsidies (see Bar et al. 2011).
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richest 1% (Alstadsaeter et al. 2018). The fact that huge as-
sets can be "hidden" offshore from tax authorities harms us
all, limits the ability of our communities to act (e.g. to fi-
nance health care systems) and polarises our societies.
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Table 1: Overview national and international policy measures (as of March 19th, 2020)

Measure Country / Description Source(s)

institution

Fiscal policy measures

DE Short-time work allowance: Employment agency or unemployment insurance | 4,10
pays compensation for lost wages through short-time work.

FR France plans to support short-term unemployed as well as the continued 8,10
payment of wages for parents during school and daycare closings etc.
Wage subsidies,

. IT State subsidy for severance payments for redundant workers. 8
wage subsidies
OouT Wage subsidies for small and medium-sized companies. Wage subsidies for 6
trainees and trainees.
DK The state will take on 75% of the wages of threatened jobs in the next three 7
months (with> 50 layoffs or 30% of the workforce).
DE,FR,ES 8th
Deferral or support of ouT Subsidies for social welfare recipients. 6
social security contribu- - - - — - -
tions etc. UK Three-month "payment leave" for households with payment difficulties with 8th
mortgages.
Tax cuts UK Property taxes are suspended for one year 8th
DE, FR,IT, The tax payment (e.g. trade and corporation tax) can be postponed. 8,10
UK, US
Taxdeferral IT Deferral of mortgage payments, electricity and energy bills etc. 8th
EU EU countries can pay companies up to EUR 500,000 in direct financial 3,4
aid. Relaxation of the guidelines on national aid and the rules of the Stability
Direct subsidies and Growth Pact ("debt cover"). Investment initiative from the Structural
Funds.
DE, FR,IT, 8,10
Government loans and us
| t
oan guarantees IT € 100 billion loan guarantees for small and medium-sized companies 8th
Monetary policy measures
USA, CA, Key interest rate cut 1,6,10
Interest rate cuts AUS, CHN
JP,USA 1,10

Liquidity support, lend-
ing ECB Banks in the euro area will have access to a three-digit billion amount in the 3
next three months (bridge financing)

ECB since Nov. 2019, focus now on corporate bonds 2,10

Purchases of bonds,
stocks etc. JP The Japanese central bank will buy ETFs for around $ 113 billion in 2020. 10
Another around $ 18 billion will be set aside.

. ECB Long-term tenders to banks 2
Lending UK Lending to companies (via banks) 2
HK the equivalent of around 1,200 euros for all adult citizens 2
“Helicopter money" IT 500 euros for self-employed; Cash bonus for people who work during the 8
(direct payments to citi- lockdown (e.g. taxi driver, postman).
zens) us U.S. citizens are said to receive at least a $ 1,000 check from the federal 12
government. If need be, more will follow.
World Bank, development banks etc.
IMF Affected (developing) countries have access to $ 50 billion via the Rapid Fi- 1,5
(internation | nancing Instrument (RFI) and Rapid Credit Facility (RCF). Other instruments
al) are available.
Weltbank $ 12 billion in emergency aid to developing countries, including through the 1

(internation | International Bank for Reconstruction and Development.
al)
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KfW (DE) 500 billion euro loan program for companies with government guarantees. 3,8
Expansion of export credits

Other
Nationalization of affected corporations (similar to the "bad banks" in the con-
text of the 2008 financial crisis)
Nationalization DE The state of Bavaria buys company shares worth 10 billion euros 8
FR The option is being checked (e.g. Air France)
Sources:

1 https://www.spiegel.de/wirtschaft/unternehmen/coronavirus-konjunktur-und-boerse-risiken-und-nebenwirkungen-der-corona-krise-a-6080ec59-
Oa2b-4ef6-b3d3-05b93157ca59

2 https://www.focus.de/finanzen/boerse /wirtschaft-unterstuetzen-das-arsenal-ist-lange-nicht-erschoepft-wie-die-ezb-die-corona-panik-
bekaempfen-kann_id 11781393.html

https://www.absatzwirtschaft.de/eu-kfw-ezb-so-wird-die-wirtschaft-in-der-corona-krise-gestuetzt-170870/
https://www.absatzwirtschaft.de/milliardenhilfen-fuer-unternehmen-und-buerger-in-der-corona-krise-170815/
IMF (2020): "Policy Steps to Address the Corona Crisis"

https://treasury.gov.au/sites/default/files/2020-03/Overview-Economic_Response_to_the_Coronavirus.pdf

N o o0 oW

https://tribunemag.co.uk/2020/03/denmarks-answer-to-the-coronavirus-reces-
sion?fbclid=IWAROBLrAIVOYFmV3OTfQ2aogMO 6aKqgaOpkNgHCggzMelL8sGvNbNDzMOZvc

https://www.ft.com/content/26af5520-6793-11ea-800d-da70cffée4d3

9 https://www.telegraph.co.uk/business/2020/03/16 /south-korea-japan-join-central-bank-efforts-combat-coronavirus/

[ee]

10 https://www.reuters.com/article/us-health-coronavirus-economy-policy-fac/factbox-the-economic-remedies-for-the-coronavirus-idUSKBN2121C4

1 https://www.worldbank.org/en/news /factsheet/2020/02/11/how-the-world-bank-group-is-helping-countries-with-covid-19-coronavirus

12 https://www.spiegel.de/wirtschaft/soziales/konjunkturprogramm-donald-trump-fuellt-die-ganz-grosse-giesskanne-a-a2d48e9%f-a3a?-43ac-a8e8-
d9525172f935
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https://www.spiegel.de/wirtschaft/unternehmen/coronavirus-konjunktur-und-boerse-risiken-und-nebenwirkungen-der-corona-krise-a-6080ec59-0a2b-4ef6-b3d3-05b93157ca59
https://www.focus.de/finanzen/boerse/wirtschaft-unterstuetzen-das-arsenal-ist-lange-nicht-erschoepft-wie-die-ezb-die-corona-panik-bekaempfen-kann_id_11781393.html
https://www.focus.de/finanzen/boerse/wirtschaft-unterstuetzen-das-arsenal-ist-lange-nicht-erschoepft-wie-die-ezb-die-corona-panik-bekaempfen-kann_id_11781393.html
https://www.absatzwirtschaft.de/eu-kfw-ezb-so-wird-die-wirtschaft-in-der-corona-krise-gestuetzt-170870/
https://www.absatzwirtschaft.de/milliardenhilfen-fuer-unternehmen-und-buerger-in-der-corona-krise-170815/
https://treasury.gov.au/sites/default/files/2020-03/Overview-Economic_Response_to_the_Coronavirus.pdf
https://tribunemag.co.uk/2020/03/denmarks-answer-to-the-coronavirus-recession?fbclid=IwAR0BLrAlV9YjFmV3OTfQ9aogMO6aKqqg0pkNqHCggzMeL8sGvNbNDzMOZvc
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https://www.ft.com/content/26af5520-6793-11ea-800d-da70cff6e4d3
https://www.telegraph.co.uk/business/2020/03/16/south-korea-japan-join-central-bank-efforts-combat-coronavirus/
https://www.reuters.com/article/us-health-coronavirus-economy-policy-fac/factbox-the-economic-remedies-for-the-coronavirus-idUSKBN2121C4
https://www.worldbank.org/en/news/factsheet/2020/02/11/how-the-world-bank-group-is-helping-countries-with-covid-19-coronavirus
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