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Introduction

As of September 2020, the federal government has invested more than $2 trillion
in stimulus measures to mitigate the COVID-19 emergency. Though those

funds held off some of the most disastrous economic effects instigated by the
pandemic, additional funding is still needed, both to provide immediate relief—

to communities, businesses, and state and local governments—and to drive an
economic recovery that countervails the economic recession triggered by COVID-19
and the attendant government response. Unfortunately for our planet and its
people, the initial round of pandemic relief unintentionally fueled investment

in fossil fuels. Because all stimulus policy choices can affect climate, future relief
efforts must affirmatively work to help decarbonize the economy.

The US is experiencing one of the worst—and fastest—recessions in its history.
The economy peaked in February, as the pandemic began to quietly take hold

in the US, and by mid-April the country had lost more than 22 million jobs (BLS
2020), and the official unemployment rate had reached 14.7 percent—the highest
level of unemployment since the Great Depression.' By mid-May, nearly one in five
workers, or 34.2 million people, were either receiving unemployment benefits or
waiting for approval (Shierholz 2020).

Despite its depth, diffusion, and speed, the COVID-19 recession did not continue
apace as some predicted, due in large part to the emergency relief measures
authorized by the nearly $200 billion Families First Coronavirus Response Act
(FFCRA) and the $1.7 trillion Coronavirus Aid, Relief, and Economic Security (CARES)
Act. The combination of federal relief to families and the (often premature) lifting
of stay-at-home orders allowed unemployment to drop over the summer, reaching
7.9 percent in September (BLS 2020d).

However, September’'s numbers also showed that the failure of the federal
government to renew key provisions of the CARES Act—especially the $600
enhancement to unemployment insurance that expired at the end of July—and
pass state and local fiscal relief and other measures has already begun slowing
the economic recovery. There are still 10.7 million fewer jobs than there were in
February, and if job growth continues at last month’s rate it will take years for

' The actual unemployment rate in April was likely much higher—23.5 percent—due to a misclassification error that led the
Bureau of Labor Statistics (BLS) to undercount individuals who were temporarily absent from work because of reasons
related to COVID-19 (Gould 2020).
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the labor market to fully recover (Gould 2020a). Meanwhile, early indications of
a decline in consumer spending (Franck 2020a), and skyrocketing COVID-19 case
counts, point to the possibility of another economic decline.

Furthermore, both the COVID-19 health crisis and the economic crisis it has
precipitated are exacerbating underlying inequities that fueled the downturn,
and also actively reshaping our labor market in ways that could undermine
economic growth. Among the most troubling consequences are the hundreds
of thousands of women who have dropped out of the labor market (Gupta
2020) and the increasing unemployment rates among people of color (Groeger
2020). Additionally, the wildfires in the Western states have highlighted how
opportunities for economic recovery will also be affected by—and increasingly
so—extreme weather events and mounting climate damages.

Over the past 12 years, the US has suffered from the failure to advance bold, public
investments to combat the last economic crisis. The insufficient federal response
to the Great Recession contributed to a decade-long recovery, the job gains from

which were completely erased when COVID-19 shocked the economy (Gould 2020).

The federal response to the current crisis must fill both the output gap created by
the current recession and the output gap left behind from 2008.2

We argue that all fiscal policy is climate policy.

As policymakers debate how to initiate and sustain a recovery from the COVID-19
recession, investments in decarbonization and clean energy—what we refer

to throughout as “green stimulus"—offer a compelling path forward. Here, we
argue that all fiscal policy is climate policy. A green stimulus policy recognizes
this, building the dual goals of reducing emissions and speeding the transition
away from fossil fuels into efforts to induce greater investment, job creation, and
financial flows across the wider economy.

Ultimately, the US can and should recognize this moment for what it is—a rare
opportunity to address two existential crises, climate and economic catastrophe,
at once—and work to craft economic packages that capitalize upon it.

2 Following the 2008 recession, real GDP growth never returned to pre-recession trends as it had in previous downturns.
In “The Macroeconomic Case for a Green New Deal,” JW. Mason (2019, 12) shows that real GDP per capita dropped well
below pre-2007 projections and did not rejoin the projected growth trend. A true recovery from the COVID-19 recession
will require rectifying what’s occurred now and closing the gap in potential output that remains from the Great Recession.
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Green stimulus investments can provide immediate and direct economic
assistance to the people and institutions most in need right now and move the US
toward a fundamental reorientation of our economic system. With the exception
of disaster relief, the climate policy debate tends to be dominated by a focus on
long-term, large-scale interventions, such as the Green New Deal. However, there
are many climate solutions that can provide immediate economic relief, reduce
emissions, facilitate a transition away from fossil fuels, and, in some cases, redress
environmental and economic injustice.

As we show, green stimulus policies offer the US an unprecedented chance to do
what systems theorist Dr. Elizabeth Sawin (2018) refers to as “multi-solving": to
“pool expertise, funding, and political will to solve multiple problems with a single
investment of time and money.” Thus far, however, COVID-19 stimulus packages
have not supported green investments. This is a significant shortcoming that
threatens to undermine the development of clean energy—an industry not only
directed toward preserving the planet but one that was responsible for two of the
three fastest-growing jobs in the US prior to the pandemic (BLS 2020b). Meanwhile,
the same stimulus bills enabled the transfer of billions in aid to fossil fuel
companies, forcing the Federal Reserve (the Fed) to take on riskier debt and further
tying the health of the US economy to dying industries and major pollution
emitters.

This report proceeds as follows:

e First, we explain how ignoring climate crisis mitigation in order to conduct
economic stimulus is a grave mistake and show why “climate-neutral” stimulus
is a myth. In fact, every policy put in place to combat this recession will impact
the environment.

e Second, we explain why a green recovery can meet the immediate economic
relief efforts and stimulus goals borne from COVID-19, both efficiently and
effectively. Not only is addressing climate change imperative to preserving our
planet, it is also a smart investment. Notably, we outline the principles that
we believe are foundational in creating a green stimulus package. To build
a green stimulus program that is effective, it must 1) meet the scale of the
current economic and environmental crises, 2) be fast-acting and implemented
quickly, 3) move money effectively and through the right mechanisms, 4)
continue until a true recovery is achieved (short-term stimulus limits this goal),
5) promote and center the health and welfare of the public, and 6) move the
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economy in a direction that ensures sustainable prosperity. Future stimulus
packages have the potential to launch us forward; no policy that takes our
economy backward should be included.

* Next, we outline several green stimulus policies that are fast-acting and can
contribute to immediate relief efforts.

e Finally, we demonstrate how other leading economies have led the way in a

climate-centered recovery.

In this report, we do not assess the cost of a green stimulus package. We do,
however, wish to state that the cost of doing too little in response to the COVID-19
recession and the climate crisis far exceeds the cost of doing too much (Stiglitz
2020).

Not only is addressing climate change imperative to
preserving our planet, it is also a smart investment.
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SECTION ONE

Putting Climate Policy “On Hold” Could
Disrupt Economic Recovery

This decade, when the US is working to recover from the COVID-19 recession, is the
decade in which we will have to reduce global emissions by 7.6 percent every year
in order to limit global warming to 1.5 degrees Celsius, the target set by the Paris
Agreement (Paul, Fremstad, and Mason 2019). And as the West Coast wildfires and
Hurricane Laura have shown, the recession and climate change are not happening
in isolation; we are trying to rebuild our economies at the same time—and in the
same places—as fires rage, waters rise, and homes are destroyed.

“CLIMATE-NEUTRAL” STIMULUS IS AMYTH: ALL
STIMULUS POLICY CAN BEAR CLIMATE IMPACTS

Based on the economic response to the COVID-19
recession thus far, there is ample reason to believe that
so-called “climate-neutral” approaches will actually
inhibit progress on decarbonization and the overall
recovery.

The choice facing policymakers is not “climate-friendly” policies or “climate-
neutral” policies. All stimulus policies have the potential to affect emissions
levels, even if they do not directly relate to climate or emissions. In that sense,
policymakers are choosing between policies that are climate forward and those
that will entrench carbon-intensive industries and infrastructure. Based on the
economic response to the COVID-19 recession thus far, there is ample reason to
believe that so-called “climate-neutral” approaches will actually inhibit progress
on decarbonization and the overall recovery.

As Mason (2019) argues, stimulus policies affect economic output and employment
long after a crisis—and the initial investment—has ended. This is partially due
to hysteresis, a phenomenon whereby current demand conditions have lasting
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effects on future potential output. And it is partly due to the ways well-crafted
stimulus programs can support the supply side of the economy, by raising

public investment, maintaining and upgrading workers' skills, and supporting
technological progress. In the case of a green stimulus—which requires significant
spending on job creation, worker training, and new production technology—these
investments not only help to decarbonize but also spur growth in wages, jobs,

and GDP at levels that the US needs to meet economic demand, better our global
competitive positioning, and respond to scientific and public health mandates.

Conversely, “climate-neutral” stimulus measures (more accurately referred to as
“climate-blind” stimulus) can cause a long-term drag on the economy, doubling
down on harmful technologies that are destined for near-term obsolescence.
These policies result not in new investments and industries but in the further
entrenchment of fossil fuel industries and interests. There's a danger that a poorly
targeted stimulus could delay or even reverse the long-term shift of US power
generation away from fossil fuels.

Fossil fuel power generation has experienced steady diminution since 2018,
despite efforts by the Trump administration to slow this decline by loosening
environmental restrictions and reversing Obama-era energy policies. By 2019, coal
accounted for 24 percent of electricity generation in the US, down from 48 percent
in 2010 (US Energy Information Administration 2020); 5 percent of coal-fired
power capacity was retired (Hodge 2020); at least 11 coal companies had declared
bankruptcy (Moritz-Rabson 2019); and the Energy Information Administration
(EIA) projected that generation from coal would decline an additional 13 percent
in 2020 (Hodge 2020).

Renewables, on the other hand, were surging pre-COVID-19. By January 2020, it was
cheaper, on average, to build new renewable energy generation than to operate
existing coal-fired power plants (Marcacci 2019) or to build and operate new
natural gas lines (Dyson and Glazer 2019). New investments in renewable energy
had also risen to a record high of $55.5 billion after increasing 28 percent between
2018 and 2019. Additionally, by the end of 2019, 37 states had adopted renewable
portfolio standards that required new renewable energy generation. As a result, in
January of this year, the EIA predicted that 76 percent of new generation in 2020
would come from solar and wind (Ray 2020).
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THE CARES ACT IS FUELING THE FOSSIL
FUEL INDUSTRY

At first glance, the CARES Act does not appear to explicitly benefit clean energy

or fossil fuel companies. However, since its passage, fossil fuel companies have
exploited its provisions—including the Fed's new lending facilities—to create a
“stealth” bailout for fossil fuel industries (Dlouhy 2020). To date, oil, gas, and coal
companies have claimed and sought more than $5.8 billion in aid authorized by
the CARES Act. Conversely, clean energy companies have received very little aid,
even as industry analysts conservatively predict that “the clean energy sector will
lose about a quarter of its workforce[,] or 850,000 jobs[,] by the end of the second
quarter [of 2020] if no actions are taken to support the clean energy industry and
its workers” (Jordan 2020). Funneling COVID-19 stimulus to the fossil fuel industry
is shortsighted, at best, especially as part of an economic stimulus package. As
Hepburn et al. (2020) note, “a key objective” of economic stimulus is to “stabilize
expectations, restore confidence, and to channel surplus desired savings into
productive investment.” Intentional or not, bailing out fossil fuels undermines all
of these aims.

Funneling COVID-19 stimulus to the fossil fuel industry is
shortsighted, at best, especially as part of an economic
stimulus package.

The COVID-19 crisis and how the federal government responds to it represent

a unique opportunity to hasten the transition away from fossil fuel power and
jump-start the growth of green energy. Though carbon emissions have declined
significantly during the COVID-19 shutdowns, global temperatures are still on
track to increase 2.6 to 4.1 degrees Celsius without new, aggressive climate policies
(Forster et al. 2020). Emissions often decline during recessions, but they often
rebound—and sometimes rise—as spending increases once the economy begins
to recover. Investing in fossil fuels—especially without mandated emissions
reductions—only exacerbates this danger, especially at a time when fossil fuel
prices are so low.

Fossil fuel investments also distort markets, both by making oil, gas, and coal
seem more financially viable than they actually are (and certainly will be in the
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future) and by undermining renewables in the eyes of cautious investors. Granted,
markets are not “natural’; they are the result of many factors, including regulation,
public subsidies, and policy choices. Providing aid to fossil fuel companies and
not to clean energy firms is simply another way that federal policy is being used to
shape energy markets in ways that encourage the continued use of fossil fuels and
slow the transition to renewable energy.

If federal policy continues to send supportive signals about fossil fuels, capital
markets for green energy investments could freeze further than they already
have.? significantly slowing the expansion and deployment of renewable energy
(Crist 2020). This, of course, hurts the pace at which the US can decarbonize. But, as
importantly, it also threatens to derail the industries that are critical to generating
enough demand (and jobs) for the US economy to fully recover from the COVID-19
recession.

Supporting fossil fuel lending also exacerbates financial fragility in the economy
and may contribute to a new crisis once current support is withdrawn. Oil and

gas companies owe $744 billion in outstanding debt, which is roughly 9.4 percent
of total corporate debt in the US as of April 2020 (Sanzillo 2020). Notably, much of
that debt is below investment-grade. Such a high level of risky debt creates the
possibility of a crash if liquidity conditions tighten, particularly when combined
with the structural issues—namely, falling prices and consistent overproduction—
that have plagued the industry.

Nevertheless, after intense lobbying from fossil fuel advocates, the Fed loosened
eligibility conditions for the emergency “Main Street” lending programs
established by the CARES Act, which made it easier for oil and gas companies to
receive loans and to use them without restriction. The changes included reversing
rules that prevented loans from being used to refinance and pay down existing
debt; allowing larger companies to qualify for loans; increasing debt thresholds
such that oil companies that were previously considered too indebted could now
qualify for loans; and removing the requirement that companies prove that the
loan is needed due to “exigent circumstances presented by the coronavirus disease
2019 ('COVID-19) pandemic” (CARES Act 2020). As Tom Sanzillo (2020), the director of
finance at the Institute for Energy Economics and Financial Analysis writes:

Federal lending to the oil and gas sector would be a complete waste of money...
The federal [stimulus] money is for companies with short-term liquidity

® The recession already threatens to reduce private investment in clean energy, such that by mid-March, BloombergNEF
downgraded expectations for solar, battery, and electric vehicle markets in 2020 (Holder and Murray 2020).
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problems, but the oil and gas industry faces long-term solvency issues... If the
money were to be channeled exclusively to this sector, the net result would still
be an oil and gas industry that is oversupplying the market, pummeled by low
prices, and sitting in last place on the stock market.

The changes that the Fed made to the Main Street Lending Program not only
undermine the agency's duty to “seed strategic investments in future economic
stability” (Raskin 2020), they do so for little reason; providing loans to the fossil
fuel sector is expected to neither increase employment nor create new jobs, given
that most loans are expected to be used to pay down existing debt and require no
commitment from employers that they will use the loans to retain employees.

As importantly, these changes illustrate that even as we face what could be

an unprecedented economic crisis, policymakers are still rigging the rules in
favor of large, politically connected corporations—even if it means potentially
undermining the country's prospects for economic recovery and a habitable
planet.
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SECTION TWO

Green Policies Can Meet Economic
Relief and Stimulus Goals, Efficiently
and Effectively

For the economy to recover from the COVID-19
downturn, the federal government must significantly
increase investments in financial relief for impacted
families, funding to create jobs, and support for state
and local governments. Green stimulus policies can
help do all three.

Though immediate relief efforts—including a one-time stimulus check,
employment supports through the Paycheck Protection Program (PPP), and
expanded unemployment compensation—mitigated some effects of the
COVID-19 economic shutdown, the early termination of these benefits and the
prolonged impact of the pandemic seem to be pushing the economy toward a
more traditional demand-driven recession. The bungled federal response to the
outbreak and shutdown has prolonged the periods of business closures and
inserted significant uncertainty, resulting in permanent unemployment for
millions (as of September 30, 2020, 7.3 million Americans have been unemployed
for over 15 weeks compared to 2 million in September of 2019 (BLS 2020c)), the
constriction of private and public sector employment, and the permanent
closure of at least 100,000 businesses (Long 2020). For the economy to recover
from the COVID-19 downturn, the federal government must significantly increase
investments in financial relief for impacted families, funding to create jobs, and
support for state and local governments. Green stimulus policies can help do all
three.

In the end, the US has long needed to speed its pace of decarbonization, and the

COVID-19 response offers a unique opportunity to do so. Many policies designed
to both decarbonize and redress environmental injustice are also well suited to

support short-term stimulus needs and a long-term recovery. They can also spur
the creation of millions of green jobs, which could change the composition of
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the labor force—and the economy—in ways that will make it more equitable and
resilient. In the first half of this section, we will show how green stimulus can
revive and reshape the US labor market; then, we will outline six principles for an
effective stimulus package that can achieve the greatest fiscal impact for enduring
recovery, climate mitigation, and environmental justice.

GREEN STIMULUS INVESTMENTS CAN CREATE
MUCH-NEEDED JOBS, BOLSTER THE CLEAN
ENERGY SECTOR, AND RESHAPE THE US LABOR
MARKET AND ECONOMY

Climate policies have the potential to generate large numbers of high-quality jobs
quickly and at every skill level. Compared to fossil fuels, clean energy is highly
labor-intensive. In fact, investments in clean energy generate nearly three times
more jobs than comparable investments in fossil fuels (Garrett-Peltier 2017). This
is largely because “investments in clean energy—including the direct spending

on specific projects plus the indirect spending on purchasing supplies—devote
significantly more of their overall budgets on hiring people and relatively less on
acquiring machines, supplies, land (either on- or offshore), and energy itself” when
compared to fossil fuels (Pollin et al. 2014). Renewables also create many more jobs
in the short term, which leads to more private spending, an expansion of demand,
and an increase in short-run GDP multipliers.

Without significant investment, however, clean energy companies will not be

able to sustain their current workforce, much less lift the US economy out of the
recession as some electoral leaders hope. Before the pandemic, clean energy was
one of the fastest-growing industries in the US; between 2015 and 2019, clean
energy added jobs 70 percent faster than the overall economy (E2 2020), and the
Bureau of Labor Statistics (BLS) projected that jobs in clean energy would be the
fastest growing occupations this decade (BLS 2020b). But COVID-19 has crippled
energy demand and consumer spending and, with it, any prospects for significant
growth in clean energy. Solar Energy Industries Association (SEIA) estimates that
residential solar installations will decrease by 31 percent in 2020, compared to
2019 (SEIA 2020a). The installation of battery storage systems is also expected to
decline by 31 percent by the end of 2020. Furthermore, if the pandemic continues
to delay on-site work, clean energy projects could become ineligible for crucial tax
credits, such as the investment tax credits created by the Energy Policy Act (2005),
destroying their “economies” and causing further collapse in the sector (Wood
Mackenzie 2020).
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The Power of Public Investment in Green Initiatives

Stimulus measures that direct public investment to clean energy and related
industries could provide the capital needed to rebuild their green workforces and
employ millions more. We know this from experience:

e The American Recovery and Reinvestment Act (ARRA) of 2009's clean energy
investments created roughly 900,000 jobs between 2009 and 2015, while also
laying the groundwork for the expansion of solar and wind deployment in the
US over the last decade.

Recent analysis by Robert Pollin and Shouvik Chakraborty (2020, 8) found that
if US governments—local, state, and federal—invested $320 billion per year in
clean energy and land restoration, they could generate 4.5 million jobs per year
for 10 years.

Similarly, investing $260 billion per year in transportation and low-carbon
infrastructure could produce an additional 4.6 million jobs per year (Pollin and
Chakraborty 2020, 5).

Additionally, public investment in clean energy could create opportunities to build
a new US labor market that is more equitable and resilient. Unlike the retail, care,
and hospitality sectors—the three largest sectors by employment in 2019, which
employed 32 percent of the total labor force that year—clean energy creates jobs

at all pay levels, rather than clustering the majority of workers in low-wage jobs
(BLS 2020a). Moreover, employment in clean energy tends to also be concentrated
in fields that provide meaningful career ladders to move from entry-level jobs into
positions with higher wages and skill levels, such as construction and advanced
manufacturing. These effects can be further magnified if investments in clean
energy are paired with commensurate investments in policies that train and place
workers of color in green jobs, such as a federal jobs guarantee program.

Nevertheless, jobs in clean energy still pay less, on average, than jobs in fossil fuel
sectors; however, because clean energy is much more labor-intensive, investments
in clean energy yield more total jobs that provide family-supporting wages and
benefits when compared to investments in fossil fuels. Robert Pollin et al. (2014)
found that if $138 billion were to be invested in renewables and non-renewables,
the investment in renewables would yield 1.5 million more jobs compared to the
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investment in non-renewables. Furthermore, renewable energy and other clean
energy sectors were rapidly adding jobs before the COVID-19 pandemic, but the
share of jobs in fossil fuels was declining (Berardelli 2020).

Finally, green stimulus programs can reshape our economy in the long term,
generating economic benefits for years to come. Government green spending

can spark a private-investment boom by fostering technological change and
transformations within the market. Mason (2019) argues that “historical
investment booms... are invariably associated with the spread of new technologies
that led to large-scale reorganization of production, from electricity in the 1920s,
to the shift from rail to highways in the 1960s, to information technology in the
1990s." Decarbonization could unleash a similar wave of transformation in the
US, which would be welcome given that oil and natural gas were two of the top-
growth industries in the US as of 2019 (Iaccino 2019) and as analysts predict that
reduced demand for fossil fuels could become a permanent post-pandemic reality
(Horowitz 2020).

Government green spending can spark a private-
investment boom by fostering technological change
and transformations within the market.

It is critical that we begin a true green recovery as quickly as possible. But too
often, climate policy, like the climate crisis itself, is constricted as a matter of long-
term change and large-scale interventions. However, there are a number of policies
that can be enacted as part of immediate COVID-19 relief legislation that can meet
the economic needs of this moment and set America on the path toward a better
climate and stronger economy.
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Six Principles to Guide a Green Stimulus

To help design a timely and well-targeted stimulus package, one that is tailored
to the current economic reality, we propose six specific principles of an effective
stimulus that, taken together, can and should guide policymakers in crafting a
spending package that achieves the greatest fiscal impact for enduring recovery,
climate mitigation, and environmental justice.

1. Thescale of stimulus must match the scale of the economic crisis: In addition
to the human tragedy unfolding around us, the US is facing high levels of job
loss, income loss, and economic dislocation. There is broad consensus that
the risk of doing too little is much higher than the risk of overshooting. This
means providing meaningful, ongoing support to struggling families and
individuals. It will also require creating large numbers of good, high-quality
jobs that can be performed safely (through major expenditures on labor-
intensive activities) and making ambitious investments now in an inclusive,
prosperous future economy, financed through robust federal borrowing.
Further, to reach the full breadth of impacted communities, the effects of any
stimulus program should be broadly distributed both geographically and
across sectors of the economy.

2. Stimulus must start quickly, be fast-acting, and be immediately impactful:
To support low- and middle-income workers and families, marginalized
communities, and hard-hit industries and regions of the country, resources
must be mobilized as quickly as possible. This is the only way to make an
immediate difference in people’s lives—people faced with immense hardship
far beyond their control. This urgency will bias stimulus toward fast-moving
cash infusions, especially to households, small businesses, and state and local
governments, to sustain consumption and avoid more layoffs and service
cuts. In addition, however, certain “shovel-ready” construction projects may
be relatively fast-acting as well, when approved and permitted, allowing for
investment to continue in the newly built environment, sustaining the flow of
high-quality wages and supporting domestic supply chains.

3. Stimulus must move money effectively, not just rapidly: In assembling a
stimulus package, it is important to pick the right funding mechanisms to
maximize impact. Federal stimulus investments should leverage proven
channels for moving funds paired with accountability for achieving
the intended results. Cash supports for low income families such as the
Supplemental Nutrition Assistance Program (SNAP) program, for example,
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offer a proven and extremely rapid mechanism for putting federal dollars to

work in the economy, acting through the budgets of working families. Likewise,

federal support for existing state and local government programs offers a well-
worn pathway for infusing capital reliably and at scale within communities.
Federal fiscal relief for cities and states also works double duty by preventing
damaging cuts to critical services, as the burdens of a stalled economy cascade
to impact state and local tax bases, threatening spending cuts just when public
funds and programs are needed most. As a matter of job creation, pushing
dollars down to the community level is also highly impactful.

Stimulus must support true recovery, continuing until the economy is strong:
Ongoing support and sustained investment will be required to produce

a lasting economic recovery. In the current economic crisis, a short-term
infusion of cash, while necessary, is unlikely to sustain impacted workers

and businesses until the economy is functioning at least as it was before the
COVID-19 downturn. Therefore, any immediate cash stimulus program should
be paired with longer-term investments and expansions to social safety nets
that lay the groundwork for future large-scale expenditures over the course

of several years. A well-balanced stimulus and recovery package should thus
include efforts to strengthen public welfare programs to serve as automatic
stabilizers in future downturns, as well as investment in public infrastructure
and construction. Given historically low interest rates, these durable
investments are also timely to modernize the built environment and lay
groundwork for more resilient labor markets and a more productive economy
in future years.

Stimulus must protect health and safety and advance public welfare: Given
the unique drivers of this economic crisis, with its roots in a public health
emergency, attention to personal and environmental health and safety—and
resilience to disaster—must also be at the root of any near-term recovery plan.
Specifically, jobs created through this policy should be safe to perform despite
the COVID-19 pandemic, and existing work should be reoriented to preserve
the health and safety of workers and the population at large. This will allow
for the most rapid return to robust economic activity, while avoiding the
looming potential of triggering a new wave of contagion as social distancing
diminishes. A natural extension of this principle is that capital investments
made in the name of short-term stimulus should not create new future harms
to public health and welfare by increasing toxicity, vulnerability to natural
disaster and warming temperatures, or otherwise weakening the stability and
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sustainability of any recovery once achieved. A science-based approach to both
short-term public health threats and long-term risk drivers from climate and
environmental hazards simply represent prudent public policy in the age of
COVID-19.

Stimulus must anticipate future needs to build sustainable prosperity: The
purpose of stimulus is to not only get the economy moving again when stalled,
but also to move the country forward, affirmatively in the right direction.

Put simply, any investment that exacerbates extant structural risks to the
macroeconomy or that sows the seeds of future economic collapse should be
taken off the table, regardless of whatever immediate jolt they may provide.
Today, climate risks represent the source of our next crisis. Therefore, prudent
stimulus must invest in activities, practices, and infrastructures that aim

to build a green economy that is resilient to the looming threat of climate
disaster and works to diminish climate impacts. As policymakers debate forms
and levels of investment, careful attention should also be paid to the impact
of any spending on patterns of wealth and inequality. Only in this way can we
ensure that stimulus not only stops the immediate hemorrhaging of jobs and
earnings, but that it also positions US workers, communities, and businesses to
thrive, by making a substantial down payment on improved livelihoods and a
better quality of life for all of America’s families.
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SECTION THREE

Fast-Acting Green Policies to Enhance
Immediate Relief Efforts

Green investments are excellent stimulus policies. Fiscal stimulus can include a
range of government policies undertaken with the intention of inducing greater
investment, hiring, and financial flows across the wider economy. Such stimulus can
be triggered through a range of policies from direct cash payments, to changes in the
tax code, to public investment in construction projects, or even through direct hiring
by government entities.

These policies can be enacted immediately and

serve as models for how proven economic stimulus
pathways, such as direct aid to households and fiscal
relief for state and local governments, can be used to
simultaneously address the dual economic and human
crises of COVID-19 and climate change.

The policies below are by no means an exhaustive green stimulus list or recovery
package. There are several proposals for comprehensive, large-scale investment
already in circulation that meet the above criteria. What we present instead is a sample
of green stimulus measures designed to meet the continued need for immediate and
robust stimulus to families, US businesses, and local communities, while also directly
contributing to decarbonization, environmental justice, and long-term economic
sustainability. These policies can be enacted immediately and serve as models for

how proven economic stimulus pathways, such as direct aid to households and fiscal
relief for state and local governments, can be used to simultaneously address the dual
economic and human crises of COVID-19 and climate change.

LIHEAP AND WAP: DIRECT AID TO HOUSEHOLDS
WITH LASTING EFFECTS

A dramatic expansion of funding and eligibility for both the Low-Income
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Home Energy Assistance Program (LIHEAP) and the Weatherization Assistance
Program (WAP) could provide lasting financial relief to millions of families in
the US by subsidizing and permanently reducing their energy costs, while also
creating thousands of jobs—and fast. As importantly, these investments would
disproportionately help the same communities hurt most by the recession and
COVID-19. Low-income families spend significantly more on energy; for the
median low-income household, energy absorbs 7.2 percent of household income,
compared to 3.5 percent for all households and 2.3 percent for middle- and upper-
income families. Similarly, low-income Black and Latinx households are more
vulnerable to energy poverty and utility shut offs than white people at similar
income levels (Reames 2016; Bednar et al. 2017). African Americans earning

less than 150 percent of the poverty level are about twice as likely to have their
electricity shut off as white households with comparable incomes, despite being
more likely to forgo other necessities in order to pay energy bills (Kowalski 2020).

without federal intervention, unpaid utility bills will increase to the highest

level in decades (Chediak and Freitas Jr. 2020). Nearly 16.2 million US households
faced energy poverty before COVID-19; 14 million had unpaid utility bills, and an
additional 2.2 million households have had their utilities disconnected. Utility
arrearages are rising rapidly. The National Energy Assistance Directors’ Association,
representing the state LIHEAP directors recently estimated that if Congress

does not provide additional federal funding for LIHEAP, electric and natural gas
arrearages could reach as high as $32 billion by the end of the year. Reflecting

the rapidly changing conditions, NEADA estimated between 15 to 20 percent of
residential customers are at least 60 days behind on their electric and natural gas
bills. As of July 31, 2020, the estimated resulting electric arrearages are between $8.0
billion and $9.9 billion, and natural gas arrearages are between $975 million and
$1.3 billion (Wolfe 2020).

LIHEAP, the largest federal program for direct utility assistance to households,

is chronically underfunded. Even in 2010, at the height of ARRA emergency
funding, the program was allocated $5.1 billion and served an estimated 8.1
million households, which was fewer than 20 percent of the estimated 45 million
households eligible that year (CRS 2018). At $4.64 billion, funding for the program
was even less for Fiscal Year (FY) 2020, even after emergency support from the
CARES Act. As a result, LIHEAP currently serves only a fraction of the eligible
population and covers only part of their energy bills. More than 50 percent of

US adults live in households that have lost income in the current recession
(Luhby 2020); that means that significantly more families will likely need utility
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assistance, including many that exceed LIHEAP's maximum income eligibility,
which is the greater of 150 percent of the federal poverty level (FPL) or 60 percent of
state median income.

Current federal funding for LIHEAP is not sufficient to help prevent record
numbers of families being shut off from power when the moratoriums end. In
states where moratoriums have expired, there are already reports of families being
shut off from power; these reports will only increase as the job-related losses due
to the pandemic continue.

Similar issues exist with the Weatherization Assistance Program (WAP), the largest
federal weatherization program in the US. Like utility assistance, weatherization
is crucial to reducing energy burdens, especially for low-income families. Living
in less energy-inefficient housing is one of the primary reasons why low-income
households pay more for energy; the difference is so profound that low-income
households pay, on average, 21 percent more per square foot for energy than
households that have higher incomes. Utility assistance should be coupled with
weatherization assistance not only to amplify the utility assistance's effect but
also to generate lasting reductions in energy costs and greenhouse gas (GHG)
emissions. Though payment assistance provides immediate financial support,
the long-term effects will be minimal—for family budgets and carbon budgets—
without additional investments in weatherization and electrification.

Despite providing $4.50 in total benefits per dollar invested—$1.72 in energy
benefits and $2.78 in non-energy benefits—WAP has received no additional
stimulus funding and was allocated only $290 million for FY 2020. Similar to
LIHEAP, WAP can only serve a fraction of applicants at current funding levels as a
result. The program currently serves 35,000 households and supports 8,500 jobs
(Department of Energy 2019), compared to the 28,000 jobs and 800,000 sites during
the period covered by ARRA, when the federal government invested $5 billion

in weatherization programs from 2009 to 2013 (CEA 2016). According to a recent
analysis by Robert Pollin and the Political Economic Research Institute, investing
an additional $7 billion into WAP over five years could yield 18,760 jobs per year
(over 98,000 jobs total) (Pollin and Chakraborty 2020).

With additional resources and wider eligibility, LIHEAP and WAP could serve
significantly more households (Duckworth 2020). We recommend increasing
income eligibility for both programs temporarily to 250 percent of the FPL to
serve the moderate-income households that are hard hit by COVID-19, as well as
increasing funding for both programs by $70 billion. This funding level would be
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enough to provide the full annual cost of home energy payments for 50 percent of
the eligible population and would help all families in this income category that
have lost their jobs due to the pandemic. It would also provide comprehensive
weatherization services to weatherize 3.5 million homes and provide air
conditioning units for the approximately 9 million low income households that
do not have air conditioning (Wolfe 2020a).

Just as importantly, LIHEAP and WAP should be quickly scaled up in tandem, in
order to deliver these services. In addition, the ramp-up in Weatherization could—
and should—be expanded to provide assistance with home electrification, solar
panel installation, and participation in community solar projects, in order to
maximize savings to low-income households and reductions in GHG emissions.

EXTENDING THE PRODUCTION AND INVESTMENT
TAX CREDITS: AID TO SMALL BUSINESSES THAT
BOOSTS EMPLOYMENT AND THE CLEAN

ENERGY SUPPLY

Production Tax Credits (PTC) and Investment Tax Credits (ITC) were crucial to
bolstering clean energy companies during the Great Recession and should be
extended to prevent further contraction in the clean energy sector as it faces
dramatic job losses since the onset of the COVID-19 recession (SEIA 2020).
Extending PTC and ITC credits is also crucial to protecting small businesses and
preventing further corporate concentration in solar and wind industries.

Typically, the PTC and ITC tax credits require significant tax equity to qualify. But
most small solar and wind companies have too little tax liability to take advantage
of the credits without the support of third-party investors. During the 2008 to

2010 financial crisis, the pool of willing investors for solar ITCs and PTCs for wind
shrank dramatically, prompting the federal government to make the tax credits
refundable through a cash grant program to incentivize continued investment.
without this intervention, it is possible that the solar and wind industries would
have collapsed during the Great Recession (Roth 2020).

The solar and wind industries in the US are significantly more mature now but
have suffered a similar contraction in private investment during this recession—
especially as the CARES Act and other COVID-19 policies have benefited fossil fuel
companies and overlooked renewable energy firms. Congress should convert the
ITC and PTC to refundable cash grants under Section 1603 of the statute to again
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side-step the need for third party investors and preserve small businesses, which
currently comprise 90 percent of all solar firms (SEIA 2019). From 2009 through
2015, $25 billion in funds from the ARRA were used to support renewable energy
projects through the 1603 cash grant program (CEA 2016), and similar levels of
investment should be considered now. Furthermore, the deadlines for starting
construction and for meeting the safe harbor to qualify for renewable tax credits
should be extended from December 31, 2020, through all of 2021 to provide
renewable energy developers with more time to overcome disruptions resulting
from the pandemic (St. John 2020).

GREEN INFRASTRUCTURE SPENDING:
ENVIRONMENTAL JUSTICE THROUGH STATE AND
LOCAL FISCAL RELIEF

These projects are essential to environmental justice,
and their neglect creates tremendous costs for
communities, both in regard to public health—as
evidenced by the crises in Flint, Michigan, and Newark,
New Jersey—and to climate impacts.

States currently provide 72 percent of all infrastructure spending in the US
(McNichol 2019). without federal relief, investments in water and transit
infrastructure are likely to slow, if not cease, as the recession—and likely
forthcoming austerity measures—continues to bleed state budgets dry. These
projects are essential to environmental justice, and their neglect creates
tremendous costs for communities, both in regard to public health—as evidenced
by the crises in Flint, Michigan, and Newark, New Jersey—and to climate impacts.

Federal stimulus and recovery investments can help close the existing $1.3
trillion funding gap in water infrastructure. Ninety-five percent of this spending
is funded at the local level; without federal assistance, it will be impossible for
localities to close this gap (ASCE 2017) (ASCE 2017b). Federal investment should

fully fund and then expand federal support for the Drinking Water State Revolving

Fund (DWSRF) and the Clean Water State Revolving Fund (CWSRF) to provide
low-cost financing and other financial support to community drinking water
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and stormwater projects. This effort could drive billions of new investments

each year into communities, while reducing climate risk and supporting long-
term public health. Additionally, for more direct short-term fiscal relief with
immediate environmental justice impacts, the federal government should pair
these investments with grants to states to relieve them of the costs of water
infrastructure operations and maintenance. States and localities spent $128
billion on water resources and utilities in 2017 (CBO 2018), compared to $14 billion
in federal spending (Office of Management and Budget 2017).

New federal stimulus investment to states and cities should also be used to
strengthen coastal and inland water infrastructure, including culverts, dams,
levees, seawalls, and locks. The inland levee system in the US currently protects $1.3
trillion in property values, all of which is at risk due to the system’s increasing age
and disrepair (ASCE 2017a). (The American Society of Civil Engineers has given the
nation's inland levee system a “D"” grade in its infrastructure report card.) At the
same time, the flooding, storms, and erosion driven by climate change threaten $1
trillion more in coastal property. In the long term, replacing and rebuilding this
infrastructure will require federal, state, and local funding. During the current
recession, the federal government should prioritize direct, short-term fiscal relief
with immediate environmental justice impacts. There are multiple immediate
“shovel-ready” investments that could improve water infrastructure, make
communities more resilient to climate change, and stimulate local and regional
economies, such as the $7.8 billion inland waterway improvements, as outlined in
the “Bold Plan to Revive and Reinforce the Infrastructure of the Mississippi River
Corridor” (Klipsch and Johnson 2019). These investments are projected to support
eight major economies, to create more than 147,000 jobs, and generate $23.58
billion in economic activity.

Another major state and local expenditure in need of additional federal support
is public transportation. The CARES Act provided $25 billion in funding for

mass transit operations and investment through the Urbanized Area Formula
Funding program and the Formula Grants for Rural Areas program (Department
of Transportation 2020), but transportation advocates estimate the actual need to
be $32 billion (Transportation for America 2020). Fully funding transit shortfalls
through federal investment would directly replace a portion of the spending that
states would otherwise undertake for public transit—a critical component of any
decarbonization plan. This would also help maintain support for transit systems
and workers and lay the groundwork for the increased investments in public
transit that are key to a comprehensive green recovery.
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SECTION FOUR

Follow the Leaders: Experts Approve of
and Major Nations Have Adopted
Green Stimulus

COVID-19 response packages must focus on addressing the public health crisis,
protecting essential workers, and providing the immediate economic relief that
families, businesses, and state and local governments need to weather the ongoing
recession. However, as the pandemic continues and the recession worsens, economists
have begun to embrace investments in green stimulus as a key component of recovery
packages related to COVID-19 (Rathi 2020).

In March, a team of leading economists, including Joseph Stiglitz, Nicholas Stern,
and Cameron Hepburn, surveyed 231 finance ministers, central bank officials, and
economists from all 53 G-20 nations to gauge the efficacy and attractiveness of

potential recovery measures that could be included in forthcoming recovery packages.

Respondents consistently ranked green stimulus policies higher than “traditional”
measures when compared on four metrics: speed of implementation (from the
time of legislation), long-run economic multipliers, “climate impact potential,” and
overall desirability. Participants not only considered the climate-friendly policies
highly desirable but also often ranked these proposals—particularly investments
in clean energy infrastructure, disaster preparedness, and clean energy research
and development (R&D) spending—among their top-10 desired recovery policies.
Conversely, perceptions of income tax cuts, investments in traditional transport
infrastructure, and business tax relief, were far more mixed, with all of the worst-
ranked policies coming from this group (Hepburn et al. 2020).

Other countries have already recognized the importance of green stimulus policies

to economic recovery. The European Union (EU), for example, has committed to
allocating 25 percent of its proposed economic recovery package—totaling more than
$200 billion—to decarbonization measures “like building renovation [for increased
energy efficiency], clean energy technologies, low-carbon vehicles[,] and sustainable
land use” (Jaeger 2020). Several EU member nations have also designed national
recovery packages that provide additional green stimulus measures, including $4
billion for green renovations to social housing (Denmark) (Jaeger 2020); $44 billion
for “clean growth” R&D funding for next-generation, clean energy technology (UK)
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(Department of Business, Energy, and Industrial Strategy 2020); and an additional
$43.5 billion to support low-carbon transportation and energy alternatives (Germany)
(Pontecorvo 2020).

To date, green stimulus measures have not been included in the economic response to
the recession here in the United States. Congress still seems to view green policies as
separate from the fiscal and economic policies needed to stimulate economic recovery;,
particularly in the short term. Furthermore, whereas some legislators have expressed
support for including investments in decarbonization and clean energy in future
stimulus packages,* there has been little indication that policymakers see climate
action as an essential part of the plans for economic recovery. However, as we have
shown, green stimulus policies are more than nice “bonuses” to tack onto otherwise
traditional stimulus measures, and there are far deeper reasons to center climate in
discussions of economic stimulus than the chance—however rare and important—
that it presents to score a two-for-one deal on the cost of existential crises.

Conclusion: Bold, Structural Policies
Will Also Be Needed to Promote

a Resilient Economy and Shared
Prosperity

Federal investment must meet the magnitude of the
crisis, and stimulus policies must be designed to create
sustainable, long-term growth.

Immediate relief is only the beginning: Our federal response to the dual health
and economic crises we now face will decide the fate of our economy for decades
to come. To underestimate the depth of this recession and the impending threat
of climate disaster would be a costly mistake—and, unfortunately, one that we
have made before. The lasting and underlying infirmities that were exposed in
2008 were not remedied, and our insufficient and piecemeal response locked our

4 See the THRIVE proposal (2020) introduced by Rep. llhan Omar (D-MN) and Sen. Ed Markey (D-MA), as well as the letter
signed by Rep. Nanette Diaz Barragén and 59 other members of Congress (2020).
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economy into a grinding, decade-long recovery despite declarations otherwise. It
is imperative that the response to this recession is different. Federal investment
must meet the magnitude of the crisis, and stimulus policies must be designed to
create sustainable, long-term growth.

We acknowledge that, on their own, the green investments outlined in this paper
will not reduce emissions or realign markets enough to offset the uncertainty
caused by the climate or COVID-19 crises—especially since non-climate spending
dwarfs climate spending at least three to one, even in the most climate-friendly
recovery packages (Jaeger 2020). Full and lasting recovery will require significant
structural changes to our economy. Both climate change and COVID-19 require
“decisive state interventions” that can alter the structure of our national economy
and redirect resources toward “a productive and balanced portfolio of sustainable
physical capital, human capital, social capital, intangible capital, and natural
capital assets” (Hepburn et al. 2020).

These interventions include rapidly scaling up production of key goods and
services, transitioning workers into different sectors and activities, filling gaps in
supply chains, and sustaining people’s incomes as existing forms of employment
lapse or end completely—all steps that the federal government has yet to take

in response to either crisis (Hepburn et al. 2020). Effective interventions also
include not only assessing and limiting the climate impacts of “non-climate”
recovery spending but also limiting public investment into fossil-fuel-dependent
industries; otherwise, it is likely that emissions will return to pre-recession levels
as economic activity resumes—especially if governments invest in fossil fuel
industries as a means to stimulate economic activity, as they did after the 2008
financial crisis (Peters et al. 2012).

RESTRUCTURING THE ECONOMY AND
COMBATING SYSTEMIC INEQUITY

The need for structural economic interventions is particularly acute. Structural
racism has shaped our economy and thus the consequences of climate change
and COVID-19. Black, Latinx, and Native American people have been ravaged by the
intersections of environmental injustice, COVID-19, and the recession (Adejumo
2019). All three populations disproportionately suffer from poor air quality, while
also being least likely to be able to work from home (Gould and Shierholz 2020)
and having the least access to needed health and wellbeing supports. As a result,
people of color—Black people especially (COVID Tracking Project 2020)—have the
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highest rates of death and hospitalization from COVID-19 (Stafford et al. 2020).

Stimulus measures that address the economic structures that contributed to
these disparities could significantly improve financial and health outcomes for
people of color. Additionally, if coupled with supplementary policies to tighten
and redress inequities in the labor market, such as a jobs guarantee, could raise
their wages (Paul et al. 2018), increase their share of national income (Mason and
Bossie 2020), and improve the likelihood of full economic recovery (Harvey 2011).
Meanwhile, these direct federal investments in employment can put people to
work on projects that will aid in decarbonization and redress environmental
injustice, like the weatherization and electrification programs discussed earlier,
which predominantly harm communities of color.

Ultimately, economic recovery requires sustained increases in economic activity,
and green stimulus policies can both revive the economy and mitigate future
climate disruption in ways that move the US toward sustained resilience and a
living planet for future generations. As we discussed in Section 2, green stimulus
measures can create millions of jobs, while also reducing emissions. The CARES Act
and earlier stimulus packages did not invest in clean energy but instead facilitated
investments in fossil fuel industries that not only create far fewer jobs but also
threaten to slow investment in clean energy and create more economic risk, as
outlined in Section 1.

Wwithout green stimulus policies, full and lasting economic recovery is much less
probable—if not impossible. Investments in decarbonization, adaptation, and
environmental justice are necessary to transition workers to industries that can
withstand future crises and reverse the damage of a centuries-long dependence
on fossil fuels. Green stimulus policies have also proven to be smart investments
that can put people to work quickly and at scale, and they've been shown to move
countries toward equitable economies and a healthier climate. The Federal Reserve
has already effectively lowered interest rates, eliminating runaway debt concerns
as a critique of robust debt-financed federal investment (Konczal 2020). Now is the
moment to enact change. To halt the progression of climate disaster and secure
the recovery the current economic crisis demands, a green stimulus program is
essential.
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