
 

 

 

 

 

 

 

 

Post-Pandemic Recovery: 

Integrating the Economic and Environmental Responses to Covid-19 

 

Marcus Arcanjo 

May 2020 

 

 

 

 

 

 

 

 

 

 



Introduction 

Covid-19 has caused shockwaves around the world, creating a health crisis and economic impacts 
beyond anything we have seen in our lifetimes. As governments scramble to provide fiscal 
stimulus packages and create recovery plans for the short term, with G20 countries earmarking 
US $7.3 trillion in spending so far,1 there is a threat that environmental considerations will be 
sacrificed in favor of rebuilding the economy quickly. If we pursue economic recovery at all costs, 
however “we will leap from the Covid frying pan into the climate fire.”.2 These worries are valid 
when we consider that carbon emissions rose significantly in the aftermath of the 2008-2009 
financial crisis.3 

This paper explores the response to the coronavirus pandemic. While Covid-19 must be the 
priority in the short-term, actions and policies to recover from it should not neglect or exacerbate 
climate change. A ‘green’ recovery should be the focus and discusses policy recommendations 
from recent research to achieve that.   

As such, any possibility of airline bailouts must come with strict conditions to include the impact 
on climate change while focusing on keeping jobs. The use of taxpayer money must serve the 
public and now is an opportunity to incentivize businesses to limit their environmental impact. 
Lastly, changes to public opinions are discussed, suggesting the potential for positive change once 
lockdown measures are lifted. 

The Current Situation 

The economic implications of the coronavirus pandemic are bleak. In the US, 33.3 million people 
registered as unemployed in six weeks - an unemployment rate of 14.7 per cent.4 In the UK, the 
economy is braced for the worst impact “in living memory”,5 with 79 per cent of services 
reporting a fall in business activity and quarterly GDP estimated to tumble by as much as 7 per 
cent.6 Demand has slumped as lockdown measures remain while supply-side labor shocks in 
many countries have led to dire economic consequences. 

 

While the impact of such national and subnational actions on the climate will not be known for 
some time, researchers have assessed that 4 per cent of the policies have the potential to reduce 
long term emissions, 4 per cent are likely to increase emissions and 92 per cent will maintain 
normality.7 However, there is more clarity surrounding the climate impacts of the pandemic.  

 

Global demand for fossil fuels has tanked, largely as a result of the temporary suspension of 
energy-intensive activities. With fewer cars on the road and a fraction of the planes flying, demand 
for oil dried up while production continued. In April, oil futures prices turned negative, with 
producers having to pay others to store their product. Although production cuts are now in place 
and price has rebounded, there is still a significant likelihood that several oil and fracking 
companies will go bankrupt. Some believe that Covid-19 will reshape the oil industry altogether, 
with the recovery focusing on investing in renewables instead. 

 

Without the normal levels of production, greenhouse gas emissions have fallen. China, the 
world’s largest emitter, saw a 25 per cent reduction in CO2 emissions resulting from its lockdown. 
Analysis by Carbon Brief found India’s CO2 emissions fell by around 1 per cent for the fiscal 
year ending March 2020. In March, estimates show an emissions reduction of 15 per cent and 30 
per cent for April. As oil and coal consumption fell and the demand for renewables increased, 
the country experienced its first reduction in 40 years.8  



Although the situation continues to evolve, current estimates place global emissions reductions at 
8 per cent for the end of the year. Scott and Locke (2020) note that “this puts the world on track 
to achieve the Paris Agreement ambition of a maximum global temperature of 1.5C if the same 
reduction is achieved every year for the next decade.”9 Needless to say, that is an enormous ‘if’. 
Collectively, billions of people’s lives have been disrupted, the way we work has changed, entire 
industries are struggling, and the global economy has come to a grinding halt. To achieve the 
same reductions every year when it seems as though so much has changed in recent months will 
require wide-reaching policy advances.   

Policy Recommendations 

The World Bank warned against actions that yield short-term benefits at the expense of long-
term sustainability. They suggested investments in areas such as energy efficiency improvements 
for buildings, resilience to floods and droughts, and sustainable transport infrastructure. Projects 
already identified within existing climate change adaptation plans should form the basis for 
response and be adapted based upon “their potential to fit the needs of a stimulus”.10 Needs 
should be assessed using short, medium and long term perspectives, preferably funding projects 
and actions that yield benefits across all timeframes.11 The European Commission echoes this 
message, saying that a transition to a Green New Deal must be the way forward and “not a 
single Euro should be spent propping up old, dirty industries.”12  

 
In the UK, government advisers within the Committee on Climate Change (CCC) warned away 
from a carbon-heavy economic recovery, instead recommending that Covid-19 funds should go 
to firms that seek to reduce their emissions.13 The CCC penned a letter to the Prime Minister 
suggesting climate-friendly actions based on six principles for recovery. These included using 
climate investments to support economic recovery by providing training and reskilling and create 
jobs; leading a shift towards positive behaviors focused on health and wellbeing and emissions 
reductions; incentivizing emissions reductions via tax changes that do not hurt the consumer (e.g 
carbon taxes on low oil prices); and building resilience to the risks of climate change alongside 
the response to Covid-19.14  
 
A recent paper by economists at the University of Oxford, including Nobel Laureate Joseph 
Stiglitz, described the current situation as a golden opportunity for change, adding that “the 
recovery packages can either kill these two birds with one stone – setting the global economy on 
a pathway towards net-zero emissions – or lock us into a fossil system from which it will be 
nearly impossible to escape.”15 
 
Their research surveyed 231 experts in economics and finance, asking for individual assessments 
on potential policy responses. 25 policy archetypes were included, ranging from healthcare 
investment to rural support policies to liquidity support for large corporations. Respondents 
rated each potential policy against four criteria: speed of implementation, multiplier effect, the 
potential impact on net-zero climate targets and overall desirability. Liquidity for households and 
small businesses, healthcare capital investment and direct provision of basic needs ranked as the 
top three overall policies.16  
 
Policies with potential for high economic impact and positive climate implications include energy 
efficiency modifications in existing buildings, investment in natural capital and funding education 
and training.17 The paper notes the importance of well-designed policies that capture co-benefits. 
It explains that while lockdown measures required extreme urgency, recovery plans must account 
for socioeconomic and environmental factors and be “consultative and evidence-based.”18 
 



Perhaps unsurprisingly, income tax cuts, traditional transport infrastructure and liquidity support 
for large corporations all scored poorly overall. Interestingly, the policy that scored rock bottom 
overall, on multiplier effect and on climate impact was airline bailouts.19 This issue is divisive and 
bailout discussions are ongoing. 

The Dangerous Business of Bailouts 

Almost no industry has been hit harder than travel. With lockdowns in place and thousands of 
flights grounded until further notice, the aviation industry faces mass bankruptcies. Bailouts 
remain under enormous scrutiny. After 9/11, several airlines went bankrupt despite receiving 
financial assistance and big bank bailouts in 2008 did little to stop job losses and shore up the 
global economy. Therefore, bailout decisions certainly are not easy.  

The Associate Director of the Institute for Public Policy Research (IPPR), a UK think tank, 
recently mentioned that “the Prime Minister has said that this time must be different from when 
the banks were bailed out in 2008. If that is to be the case, then public money must be used in the 
public interest.”20 Like many others, IPPR suggests that airline bailouts must come with certain 
conditions and have to be reciprocal, they must not be viewed as ‘free money’. Saving jobs has to 
be the top priority and this must be publicly and transparently communicated. By explaining to 
the public how many jobs would be saved and showing the expected costs, a level of trust is 
established when it comes to deciding how to spend taxpayer money. This sends a message that 
creating shareholder value and propping up stock prices are not the main concern.21 

Second, bailout conditions are likely to, and should, include a permanent public stake in the 
companies to build wealth after the crisis22. Experts from the University of Oxford suggest this 
could be tied into much stricter climate targets for airlines, proposing an agreement where the 
failure to meet climate targets results in bailout funding being converted to equity to allow some 
ownership for the taxpayer.23 Climate conditions can range from net-zero commitments, 
reductions in high-carbon jet fuel use, investing in low-emission technologies and committing to 
offsetting, and should allow reasonable flexibility for how they can be achieved, but have to be 
addressed.24 As we seek to make significant reductions in emissions from transport in the coming 
years, any airlines unwilling to tackle their climate impact should not receive public finances. 

Lastly, IPPR suggests the need to tackle issues such as runaway pay for CEOs and board 
members and tightening rules on tax and preferential treatment for shareholders and private 
investors.25 They note that the holding companies of Gatwick, Heathrow and other large airports 
were regularly paying dividends in excess of 100 per cent of net income. Meanwhile, European 
airline Wizz Air maintained a tax rate averaging 3.5 per cent between 2015–2019. Ensuring that 
the creditors and owners of these businesses incur some loss is essential.26 Privatizing gains and 
externalizing losses (again) would be wildly unpopular. 

 

Indeed, we have already seen how airline bailouts can be of little help. Recently, the US 
government agreed a $50 billion bailout for airlines. The bill sought to ensure some strings were 
attached, including the payment of “appropriate compensation” to the government in exchange 
for financial aid, perhaps in the form of equity. Under the agreement, airlines cannot buy back 
stock, furlough staff or give them involuntary pay cuts until the end of September. United Airlines 
finalized the deal and days later announced that they would be laying off 30 per cent of staff 
starting October 1.   

 

In the UK, Easyjet was the recipient of a £600 million (US $736 million) loan despite its owner 
receiving a £60 million (US $73.6 million) dividend from the business in March. Many others 



remain in financial limbo, including Virgin Atlantic and Virgin Australia who recently entered 
administration. Now is the time for a broad reassessment of airlines and aviation in general. The 
competitive nature of airlines, at least in Europe, has led to undercutting on ticket prices and 
racking up enormous debt. Therefore, airlines in financial peril prior to Covid-19 would not be 
the smartest recipients for funding now.  
 
Conclusion 

Covid-19 has proven devastating, the impacts of which will reverberate around the world in the 
short term. Despite the cliché phrasing, the notion that we should move forward from this rather 
than returning back to the pre-pandemic status quo certainly holds value. We have an 
opportunity, unlike anything we have seen for decades, to set the tone for the future.  
 
A delicate balance must be struck. Reopening and rebuilding the global economy is imperative. 
Ensuring people have access to education, jobs and can provide for their families must be the 
top priorities but should not be done at the expense of the environment. While it is likely that 
governments will allow some flexibility in the pursuit of economic recovery, short term actions 
and policies cannot further derail medium- and long-term climate progress.  
 
Research has shown that not only are climate-friendly, economically beneficial policies feasible to 
implement, but they are also supported by both experts and the public. As the pandemic 
continues, the true extent of its economic impact will not be known for some time. Nonetheless, 
it is increasingly obvious that environmental economics has to be a key consideration in any 
recovery plan. 
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