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Abstract

This report provides an analysis of preparing for a recession and driving recovery in the context of the 2020 recession in
response to the global COVID-19 pandemic. The research draws attention to the potential for sustainable development as a
mechanism to both drive recession recovery for the private sector and to build resiliency for future crises.

The report outlines recessionary trends at a macro-level to identify opportunities at the micro-level. Collective action from
individual stakeholders is necessary to truly recover and build resiliency from this recession and future crises.

The strategies described are always in the best interest of individual businesses and society but can be particularly beneficial
in the face of recession. Long-term sustainable thinking provides leverage for businesses to either capitalize on or build upon
during times of economic stagnation. These strategies are advantageous in preparing for addressing a recession, or in driving
recovery. Creating sustainable systems within a business’s operations that preserve employment and are resource-efficient is
the greatest safety net for any crisis.
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The Case of the 2020 Recession

Identifying criteria for classifying a period of economic activity as a recession is a heavily debated topic; it is less debatable that
the global economy experienced an abrupt downturn in the first half of 2020. Generally, a recession is defined as GDP
declination for two or more consecutive quarters.

Typical signs of an approaching recession include diminishing consumer confidence, stock market declines, rising
unemployment, and a drop in the Leading Economic Index. As can be seen in Chart 1, only 6 months into this economic
downturn, the United States has already encountered the highest peak unemployment rate at 14.7%, the largest GDP decline
at 4.8%, in the shortest period of time of any recession since 1938 (Barufaldi & Chappelow, 2020).

Chart 1: The duration, peak unemployment rate, and GDP decline of every major recession since 1937 (Barufaldi &
Chappelow, 2020)
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Before COVID-19 the United States was experiencing steady economic growth at 2%, an unemployment rate of 3.6%, its lowest
point in the last 50 years, all while the stock market reached record highs (Schulze, 2020). Historically, the leading causes of
recessions are sudden economic shocks, excessive debt, asset bubbles, too much inflation, too much deflation, or
technological change. This is applicable in today’s context; however, the booming economy was not the actual trigger of this

recession.

The novelty of the 2020 recession is that it is the first in U.S. history not resulting from to an unhealthy economy, but rather due
to a health crisis. While recessions are not abnormal in developed economies, the pandemic triggered an unprecedented
supply crisis that the world was unprepared for. Economists have stated that this crisis resembles more of a natural disaster,
only this disaster is not restricted to a region. COVID-19 has disrupted the entire world.


https://www.investopedia.com/articles/economics/08/past-recessions.asp
https://www.investopedia.com/articles/economics/08/past-recessions.asp
https://www.investopedia.com/articles/economics/08/past-recessions.asp
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Most recessions in U.S. history experience a common contagion: the sudden widespread lack of consumer confidence as a
demand crisis. This 2020 recession poses the additional barrier of a supply-side crisis. Not only are people forced to stop
working for safety and financial contingency, but they are limited in consumption for the same reasons. This is now a supply
and demand crisis.

There will be a cloud of uncertainty throughout the world until the virus itself is under control. The U.S. government has
provided extensive economic stimulus, but people are not yet relieved of the fear of the virus recurring. Unlike past recessions,
2020 has the variable factor of containment. The economy is now depending on a biological solution before beginning real
economic recovery. In the past, the public and private sectors could react much more quickly to economic downturns because
there wasn't a direct life-threat, making this 2020 recession even more fragile.

The 2020 recession is more complex in the way it disproportionately affects different industries, regions, and socioeconomic
classes of the economy. Typically, recessions have had a more centralized economic response. In 2008, for example, federal
financial support was provided first to large banks to “stop the bleeding at the source,” which at least bought time to
theoretically have a trickle-down effect on consumers. While this strategy was highly controversial, the point is that recovery
was approached with acute intervention. In the case of 2020, resource distribution must be highly orchestrated to rebuild
households, businesses, and industries individually.

For example, the first large scale government stimulus package was the Coronavirus Aid, Relief, and Economic Security
(CARES) Act in 2020. The following quarter has shown that providing generalized liquidity to stimulate demand doesn’t
necessarily boost low-income employment across the board. Analyzing consumer behavior throughout the second quarter
shows that lower-income areas realized a spike in consumer spending upon receiving financial aid, compared to more affluent
areas where spending continued to stagnate. Employment data suggests that small businesses, minority proprietors, face-to-
face industries, and low-income households have been harder hit in higher-income regions. Previous studies show that areas
with higher household incomes have a lower marginal propensity to consume. This nuance is amplified in a health crisis and
cannot be neglected in approaching recovery (Brown & Ozoguz, 2020).

The sanguine difference in 2020 is the state of our global infrastructure and the support that global cooperation can provide in
economic and physiological recovery. While there was a debatable level of under-preparedness and passiveness for a global
pandemic, the interconnectedness of the world undoubtedly decreased the potential destruction of COVID-19. This
innovative platform also poses an unprecedented opportunity to build back better.

Ultimately, society faces a biological threat and an economic threat. Since controlling the life-threatening virus is the top
priority, it is difficult to accurately predict the duration and depth of this recession. The 2020 recession has an unprecedented
cause and will have a very different recovery. There are the expected repercussions of job loss, stagnant consumer activity,
lower productivity, and a scarcity mentality....not to mention a pandemic.
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Social Recessionary Trends

The true damage of a recession or depression is most evident in the condition of society. Generally, the poor get poorer, health
declines, and animosity is contagious. These trends highlight the need for sustainable development, particularly, stronger
infrastructure that can eradicate Earth’s most pressing social concerns: poverty, hunger, and access to education.

Many businesses are forced to make difficult decisions to cut costs during a recession. Often, it seems necessary to resort to
furloughs, lowering wages, or worsening working conditions. These decisions made by employers are typically far more costly
in the long term and worsen societal conditions. Inequities are exacerbated, mental, and physical health declines, productivity
is lost, and anxiety is everywhere. Now, more than ever, sustainable development, particularly in preserving employment, is a
financially advantageous strategy.

United States unemployment is already above 14%, the highest since the 1937 recession as can be seen in Chart 2. The
velocity of employment loss has further amplified societal hardships. The U.S. unemployment rate rose over 10% in just one
month shown in Chart 3. In April 2020 alone, 20.6 million people lost employment, most filing for unemployment, and
competing for new jobs at the same time. This influx of requests for government assistance slows the distribution of financial
resources. On top of new federal programs with situational eligibility criteria, is another layer of state legislation further
complicating the different rights and processes a worker must follow for job insurance and protection. In North Carolina, for
example, claims must include extensive details from previous employers, retirement plans, banking information, and more.
This process prolongs financial insecurity while determining eligibility.

Unemployment resources are helpful during crises, but their lack of salience and accessibility distress the unemployed. Even
with government financial relief, unemployed workers are anxious and desperate, knowing that this relief is only temporary.
They will eventually have to re-enter the labor market with millions of others just as qualified and eager.

Chart 2: Peak unemployment rate of each major recession since 1937, and 2020 to date (Barufaldi & Chappelow, 2020)
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Chart 3: Monthly unemployment rates for men and women above 20 years old (BLS, 2020)
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This recession is projected to be one of the deepest in history. With widespread economic strain comes widespread social
destruction. Past recessions and depressions have shown the following societal patterns:

The exploitation of cheap labor, child labor, and general unfair labor practices
Disproportionate destruction to the impoverished

Unexpected mass layoffs and furloughs

Decline in mobilization

International and communal tensions

Lack of food, shelter, and job security

Declines in mental and physiological help; increase in depression and anxiety
Widening socioeconomic gap

Increase in domestic crime

On a macro level, there are many sustainable strategies that businesses, individuals, governments, and society at large can
adopt not only to recover from this recession but also to thrive from this crisis. Recessions expose many inadequacies, and
2020 has emphasized the dire need for sustainability in our social systems.



v CSI— KENAN INSTITUTE OF PRIVATE ENTERPRISE

Center for Sustainable Enterprise UNC KENAN-FLAGLER BUSINESS SCHOOL

The United Nations has announced a “socioeconomic response framework” that includes five streams of work for a recession
and pandemic recovery that continues progress on the Sustainable Development Goal of Decent Work and Economic Growth
and others (“COVID-19 Response”, 2020). While this requires immense political commitment and international support, the UN
believes the framework serves as a useful roadmap for socioeconomic recovery.

1. Ensuring that essential health services are still available and protecting health systems

2. Helping people cope with adversity through social protection and basic services

3. Protecting jobs, supporting small and medium-sized enterprises, and informal sector workers through economic
response and recovery programs

4, Guiding the necessary surge in fiscal and financial stimulus to make macroeconomic policies work for the most
vulnerable and strengthening multilateral and regional responses

5. Promoting social cohesion and investing in community-led resilience and response systems

There are also general actions for sustainable social recovery and resiliency:

Communicate hope and confidence in the recovery

Reevaluate priorities to take advantage of this opportunity

Share skills with others

Distribute resources that would be wasted

Build adaptive capacity for future crises

Build trust in systems for resiliency

Capitalize on diverse perspectives to innovate

Establish common meaning so individuals feel part of a greater mission

Intentionally fostering a deep sense of value and purpose is the foundation of sustainable recovery. If employers truly value
their employees, employees truly value their work, and there is a strong sense of purpose in this work, sustainable practices
will be easier and more advantageous to implement. This creates a shift in mindset from sustainable development and human
capital as “cost-driving” to “profit-driving.”

Similar effects can be found outside of business if individuals feel a deeper sense of value and purpose in themselves, others,
and society at large. This leads people to take their own sustainable initiatives in health, education, and efficacy in general.
Increased awareness of hunger and hardship in other areas of the world could lead to a decrease in food waste, increased
volunteering, innovation for sustainable development, and more.
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Social Opportunities for Stakeholders

Businesses depend on cost-effectiveness, particularly in labor productivity, to survive a recession. As a result, these businesses
appear to face a trade-off between maintaining labor productivity and remaining economically viable. This dependency is far
more complex in the 2020 recession due to additional health and safety operational costs. Not only is there an increased
desire to continue employing workers who depend on these wages, but also limitations on when, where, and how many
people can work at a time. Beyond that, the pandemic creates turbulent demand, making the feasible cost of operating a risky
estimate.

At this point in the 21st century, many leading companies have prioritized implementing social sustainability throughout their
operations. There is increased awareness and transparency in the B2B and B2C relationships on sustainable labor conditions
and user consumption. The issue now shifts to prioritizing these practices amidst economic turmoil and leveraging them to
recover from this recession. Beyond this, businesses have an opportunity to innovate new ways to provide societal value,
building upon their resiliency to future recessions.

Recession recovery and resiliency are not the only benefits of implementing social sustainability. There is a sense of purpose
and responsibility enjoyed by contributing to the greater good of society. The bigger picture is improving welfare for all
through collective action. Particularly during a recession, the basic needs of many are threatened, and businesses have an
opportunity to benefit while relieving concerns of their workers, those involved in their supply chain, their consumers, and
anyone they interact with.

The UN Global Compact has created 10 principles for corporate social responsibility that aid in understanding the importance
of individual action. These principles are related to Human Rights, Labor, Environment, and Anti-Corruption (“The Ten
Principles of the UN Global Compact”, 2020).

The principles are:

1. Businesses should support and respect the protection of internationally proclaimed human rights.

2. Businesses should make sure that they are not complicit in human rights abuses.

Businesses should uphold the freedom of association and the effective recognition of the right to collective
bargaining.

Businesses should eliminate all forms of forced and compulsory labor.

Businesses should uphold the effective abolition of child labor.

Businesses should uphold the elimination of discrimination in respect of employment and occupation.
Businesses should support a precautionary approach to environmental challenges.

Businesses should undertake initiatives to promote greater environmental responsibility.

Businesses should encourage the development and diffusion of environmentally friendly technologies.
0 Businesses should work against corruption in all its forms, including extortion and bribery.

w

SeeNO o

Each of these principles is crucial to humanity and sustainability. In times of any discomfort, whether it be biological,
physiological, social, mental, or financial, people are tried. Adhering to these principles is not only necessary but is the
foundation of real recovery and resiliency.

During a recession, some employers inevitably cut costs in their labor force, which could violate one or more of these
principles. Establishing and communicating these values early on, or in times of economic stability, will create a culture of
integrity. This public identity of integrity will, therefore, be much harder to violate during times of desperation. As a result, these
employers are more likely to realize innovative solutions to layoffs, which once seemed inevitable.

The uniqueness of the 2020 recession makes these principles even more pertinent. Violating these principles during
hypersensitivity to health will attract public scrutiny and further damage businesses. However, social sustainability amidst a

10
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pandemic is not only a means of survival but also an opportunity to thrive. Businesses may be tempted to cut costs by lowering
wages, worsening labor conditions, or exploiting cheap labor throughout supply chains. Companies that withstand these
temptations and consider the long-term benefits of holding strong to these principles will reap the greatest benefits.

Toillustrate the benefits of a sustainable long-term strategy, consider Nokia’s Bridge program. The Finnish
telecommunications company was forced to massively restructure, laying off 18,000 employees in 13 countries. Senior leaders
developed the Bridge program to help employees successfully pivot from the unfortunate situation. The program aimed to
maximize the percent of employees who knew their next step the day they left the firm. Nokia fostered a new standard for large
employers and their responsibility to employees and surrounding communities (Sucher, 2019).

The program provided 5 paths for furloughed employees, notified far in advance:

1. Find another job at Nokia: implemented retention programs for R&D and additional task forces.

2. Find another job outside of Nokia: offered job search support, career coaching, resume clinics, job fairs, and
networking groups.

3. Start a new business: offered grants for employees to start their own business based on their economic viability;
provided coaching, mentorship, training, and network support with their grants.

4. Learn something new: provided financial support and grants for employees looking to acquire new skills.

5. Create a new path: financial support for less conventional paths such as volunteering.

As a result, 60% of laid-off employees knew their next step leaving Nokia, 1,000 businesses were created through Bridge start-
up grants, and 85% of participants in Finland reported satisfaction with the program and 67% globally. The entire program only
comprised 4% of Nokia’s restructuring costs and avoided many repercussions of layoffs. This transparency paid dividends for
the business and their employers by building a reputation for trust and integrity. The company did not experience a drop in
employee engagement, product quality, or productivity (Sucher, 2019).

Although Nokia is a large business, this mindset is applicable on a smaller scale. Small businesses may not have the
infrastructure or funds for a program build-out such as Bridge, but there are creative ways to maximize employment in a
recession. Alternatives to consider prior to layoffs during a recession:

Implement hiring freezes for non-essential personnel

Encourage attrition for those that are nearing the end of their career
Promote vacation time use

Reduce working hours or organization-wide shorter weeks

Offer job sharing to retain skills

The relevant actions and benefits of sustainable development will differ by industry. The 2020 recession shows an especially
hard hit to certain industries, resulting in concentrated damage to a few in particular. As seen in Chart 4, the Leisure and
Hospitality industry has experienced a 30.9% increase in unemployment since May 2019.

11
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Chart 4: Unemployment rates by industry in 2019, 2020 and the annual growth as of May 2020 (BLS, 2020)
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Itis important to consider that certain companies and industries may not face economic hardship at all, or even experience
growth due to the nature of the recession. In 2020 for example, video-conferencing platforms, the fitness industry, and
household necessities have blossomed in a world where in-person contact has been eliminated. These companies can also
reap the benefits of practicing social sustainability and might even feel a greater sense of responsibility to do so during an
economic downturn.

Practices companies can implement include:

Hiring freelance and contingent work when possible

Finding partnerships to implement sustainability and create jobs throughout business operations
Innovating new streams of business that require more jobs

Providing widespread accessibility of the products that are in-demand

Finding ways to contribute to developing or impoverished areas

Offering services at a reduced cost, or as an incentive for sustainable action

Rewards for implementing and maintaining social sustainability throughout a recession:

Happier, more productive workers

Greater adaptive capacity - less time and money into re-hiring and retaining employees
Positive press and strengthening reputation

Competitive edge

Reduced costs for worker’'s compensation and lawsuits for labor conditions
Sophisticated innovation

Talented workers that have been furloughed in the industry

Greater purpose in work

Increased consumer confidence and employee loyalty

Ultimately, the businesses that refrain from “quick fixes” in cost-cutting, are more likely to survive this recession and be more
profitable in the long run. What is more, these businesses will contribute to social equity and welfare for all of society by
retaining as much employment as possible.

Reputation is often tested in times of hardship, and as stated by the Society for Human Resource Management, “In a down
economy, the way an organization treats its employees, including those it is forced to let go, becomes a central factor in
determining the company’s public reputation.” (“Can Sustainability Initiatives Survive in a Tough Economy?”, 2009)

13
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Environmental Recessionary Trends

During a recession or most any crisis, there is a focus on efficiency and effectiveness. When scarcity is heightened in an
economic crisis, businesses are concerned about how to survive by doing more with less. Fortunately, sustainability has the
same premise. That is, constantly considering how the planet can be more efficient, with its finite resources, to survive.
Applying this environmental awareness to economic actions could be the saving grace of recovery and certainly would build
resiliency for future economic crises (Winston, 2009).

“Going green” is predicated on living and operating in a way that uses less of the Earth'’s finite resources in a more efficient
way. This is not possible without innovation, and there is no better time to innovate than when society is economically
constrained to fewer resources. Not only is environmental sustainability a crutch for recovery, but also an opportunity to thrive.

The concern for climate change existed long before COVID-19, but being environmentally entrepreneurial is proving even
more advantageous throughout a pandemic. For society at large, this is an opportunity to create jobs, educate, provide better
resources, and contribute to a greater good. Beyond an opportunity, it is a responsibility to avoid future natural existential
crises. According to the United Nations Sustainable Development Solutions Network, there has been serious scientific
speculation linking the emergence of COVID-19 to biodiversity loss as a consequence of climate change. Researchers have
examined the trend of deforestation driving wild species closer to human populations, increasing the likelihood of humans
coming in contact with zoonotic viruses (Koundouri, 2020). This created concern that climate change will accelerate the
emergence of new viruses.

While climate change has the potential to threaten many more lives than COVID-19, the true impact can be diluted through
multiple crises over an extended period of time. As floods, epidemics, and other natural disasters occur more frequently, the
severity of climate change as a whole may be discounted. While the linkage between climate change and this pandemic is
only speculative, climate change can certainly spark future crises with similar far-reaching destruction as 2020 has shown. It is
important to place COVID-19 in the macro perspective of the potential destruction of climate change. Humanity is
undoubtedly stressed in the face of a pandemic; however, prioritizing the likely source of future disasters could mean recovery
now and resiliency for the future.

The long-term environmental effects of the 2020 recession are indeterminable at this point. Nonetheless, reflecting on the
2008 financial crisis can provide insight. John Kenny's research on economic conditions and support for the prioritization of
environmental protection during the great recession suggests that public support for environmental prioritization is more
heavily dependent on low unemployment rather than economic growth. More specifically, Kenny found that countries with the
highest increase in unemployment had roughly the largest decrease in individuals’ environmental protection concerns
(Kenny, 2019). His findings parallel the hypothesis that humans may consciously or subconsciously feel a trade-off in their
concern for climate change versus their concern for economic stability. This perceived trade-off could prolong economic
instability while accelerating climate change if there is a lack of awareness on how the two can actually be each other’s
solution.

History shows a pattern of self-reliance in times of economic security and government reliance in times of economic
uncertainty. How governments act now will be a determining factor of the environmental impacts of this recession. To relieve
the tension between economic concerns and environmental concerns, governments can turn to the macroeconomic solution
of sustainable development, creating jobs while helping the environment. So far the United States has supplied trillions of
dollars in economic stimulus both to provide income for unemployed households and to save large fossil-fueled industries
such as airlines and tourism. While this may provide short-term economic relief, it does not provide real employment nor
underscore the importance of environmental initiatives during this recession. From a macroeconomic standpoint, these
stimulus plans and programs must prioritize the environment just as much as the economy for long-term, sustainable recovery.
In doing so, there is a larger job market for sustainable development and a greater opportunity for cost-effectiveness with
renewable energy.

14
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There is a notable positive consequence of this crisis, the temporary decrease in carbon emissions and global energy
demanded. According to the International Energy Agency, (Global Energy Review, 2020), there was a 3.8% decrease in global
energy demand in the first quarter of 2020 in comparison to 2019. The IEA also projects a 6% drop in 2020 if lockdowns
continue as predicted. As can be seen in Chart 5, renewable is the only type of fuel projected to increase in demand
throughout 2020 in comparison to 2019. This finding further supports the argument that job creation should be focused on
sustainable development, as that is where demand is increasing. The renewables industry has immense opportunities for
labor, with the lack of infrastructure for solar energy, wind energy, and the smart grid. This industry is perhaps the most
obvious overlap of advantageous macroeconomic and environmental recovery.

Chart 5: Projected change in primary energy demand by fuel in 2020 relative to 2019 (IEA, 2020)
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Environmental Opportunities for Stakeholders

Reaping the economic benefits of green infrastructure development will require initiative at the government level, but also
implementation at the individual stakeholder level. Prior to COVID-19, the Business and Sustainable Development Commission
released a report supporting the claim that the sustainable business can unlock at least USD 12 trillion in new market value,
and repair the economic system (The Business and Sustainable Development Commission, 2017). If businesses are successful
in using this economic stagnation as an opportunity to not only maintain but also accelerate green development, major issues
could be addressed simultaneously on a micro and macro level. Individual stakeholders will benefit from more cost-efficient
resources and operations, resulting in the increased use of clean energy thus reducing pollution, particularly in urban areas
that improve the health and safety of society, an especially pressing concern amidst a global pandemic. Finally, this collective
action will better address climate change and reactivate progress towards the Global Goals for Sustainable Development.

The most evident and generally accepted strategy for economic recovery and resiliency in the future is through job creation. In
times of economic turmoil, many business sectors will turn to government stimulus and policy to finance business operations
and maintain a labor force. Fiscal policy on this front remains a controversial topic dependent on policymakers and public
support. On a micro level, businesses have litile control over these measures, but can control their own priorities to survive and
thrive throughout this recession. It is therefore crucial that individual stakeholders remain aware of the importance and
opportunities that lie in their own sustainable development, particularly during a recession. Incorporating “green” operations
throughout this economic downturn can cut efficiency costs and build rapport. The alternative of cutting costs through layoffs,
furloughs, and eliminating sustainability initiatives can be far more costly in the long term.

Simply put, the business case for sustainable development is stronger than ever:

1. The price of renewable energy is cheaper than fossil fuels.
2. Sustainability is now a widely adopted, cross-sector integration.
3. The last decade proved that sustainability is profit-driving.

A specific initiative for any business that uses physical buildings for operation is becoming LEED-certified. Leadership in
Energy and Environmental Design (LEED) is the most widely used green building rating system. Green building benefits the
triple bottom line, and the cost-effectiveness could kickstart individual operations throughout a recession. According to the
United States Green Building Council, LEED buildings report a 20% reduction in maintenance costs than typical commercial
buildings. Operating costs decrease by almost 10% in one year following green building retrofits. Furthermore, millions of jobs
have been created, and billions of dollars generated through green building. Prioritizing green building addresses both issues
of climate change and recession (“Benefits of Green Building”, 2020).

When determining the cost-effectiveness of energy, renewable energy is becoming cheaper, more efficient, and more urgent
as the global climate continues to change. Lazard’s Levelized Cost of Energy Analysis versions 12.0 and 13.0 show the
levelized cost of renewable energy sources such as onshore wind and solar PV, decreasing by 4% from 2018 t0 2019. The
levelized cost of energy is the unsubsidized cost per hour per megawatt including installation. This cost is becoming more
competitive with the marginal cost of conventional energy use, particularly, coal and nuclear power. As the levelized cost of
renewable energy becomes increasingly competitive with conventional energy, it is more advantageous to switch to
renewables because the bulk of the cost is upfront, upon installation. Making this switch will build resiliency for economic
crises; the marginal cost of renewable energy will be cheaper in the long term as this trend continues. Furthermore, Lazard’s
study found in comparing the levelized cost of both conventional and renewable energy over the last decade, solar PV cost
has decreased 89% to $40 MW/h, wind decreased 70% to $40 MW/h, while gas only decreased 37% to $175 MW/h, and
nuclear and coal have both increased in cost to over $140 MW/h (Lazard, 2019).

Other sustainable, cost-cutting measures that businesses can take (Leblanc, 2019):

e Conduct an energy audit- identify lighting, space heating, and cooling energy usage.

16
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Take advantage of local tax credits for energy efficiency, reduced emissions, solar energy and more.
Educate investors on sustainability initiatives that can provide them with a greater ROI

Utilize reusable packaging in production.

Implement a Bring Your Own Device policy that significantly reduces energy usage and technology costs.
Print only what is necessary and use both sides of the paper.

Invest in water-efficient equipment.

Use low-flow technology for utilities that use water, wherever possible.

Install motion-sensor taps.

Incentivize a “switch-off” initiative, raise awareness on energy consumption to reduce energy costs.
Install in CFL or LED energy-efficient light bulbs that use 75% less energy and last up to 10x longer than traditional
low-cost light bulbs.

Utilize videoconferencing and allow employees to work remotely when possible.

Use natural light when possible and be aware of over-lighting.

Install solar panels.

Adopt general office recycling measures.

Consider purchasing used furniture for office décor.

Install motion-sensor or occupancy-sensor lighting in areas not continually used.

Avoid heating or cooling unused areas and keep areas closed when using HVAC.

Use the hibernation mode or other energy-saving features on appliances when they aren’t in use.

Replace desktops with laptops during the next computer upgrade as they consume less energy.

While there are many green measures that individual businesses can make external to stimulus, there is an even greater
opportunity for widespread job creation and environmental benefit from the private sector that can be achieved with
government fiscal policy. Chart 6 shows the job loss by industry in the clean energy sector in March and April of 2020.
Identifying these sectors exposes where there is the most potential for needed employment. As shown, energy efficiency has
experienced the greatest job loss amongst the major clean energy industries since March 2020.
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Chart 6: Job loss by the clean energy industry in March and April of 2020 (Ellis, D. & Fazeli, S. 2020)
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The opportunities for greener, more efficient business are endless. However, there are a few areas of emphasis that research
and activists are calling attention to that offer great economic and climate benefits. For reference, the Oxford Smith School of
Enterprise and the Environment has suggested the following projects that would allow private and public sector employment
(Hepburn, O’Callaghan, Stern, Stiglitz & Zenghelis, 2020):

e Investmentin clean infrastructure
- Renewable energy assets
- Carbon capture and hydrogen storage
- Grid modernization
e  Retrofits and renovations from building efficiency spending
- Insulation and heating improvements
- Domestic energy storage systems

e Education and training forimmediate COVID-19 unemployment and preparation to a decarbonization shift
e  Ecosystem resilience and regeneration from natural capital investment

- Carbon-rich habitats restoration

- Climate-friendly agricultural development
e Spending onclean R&D

This report by the University of Oxford also references a model on projected clean energy job creation per USD 1 million
investment. The model suggests that each $1 million in spending would generate roughly 7.72 full-time jobs in the energy
efficiency of 7.49 full-time jobs in renewables infrastructure, but only 2.65 jobs in fossil fuel jobs. These findings propose the
greatest opportunity for immediate employment relief, with long-term environmental relief (Hepburn et al., 2020).
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Since COVID-19, policymakers appear to have pushed sustainability to the back-burner and are prioritizing immediate
household financial relief, pursuing bailouts in fossil fuel industries without green conditions. The opportunity forimmediate
financial relief is also possible with shovel-ready green jobs that can be created on the micro-level with government support.
These job creation opportunities include:

Residential energy efficiency retrofits
Commercial energy efficiency retrofits
Afforestation

Parkland expansion

Rural ecosystem enhancement
Carbon capture infrastructure

While there has not been much public policy capitalizing on these opportunities, environmentalists remain optimistic that
these industries will recover quickly and will attract more workers as most of these jobs require minimal preparation and
training time and can be easily adapted to social distancing requirements (Lacey, 2020). Employers of sustainable companies
invest quality time and money in training and have a greater need to “build back better,” so there is confidence in the re-
employment of higher-level clean energy workers. These employers can prepare to hire back workers as quickly as possible as
COVID-19 restrictions are lifted. Chart 7 shows the states that have experienced the most clean energy job loss. These states, in
particular, can benefit from clean energy development and employment.

Chart 7: 10 states with the most jobs lost in clean energy in March and April 2020 (E2, 2020)
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Clean energy is the focal point of economic and environmental recovery. However, there are less intuitive opportunities for
massive employment. Kate Aronoff from The New Republic points out the oil industry as an example. These fossil-fueled
workers could be leveraged to capture carbon or clean up extraction sites as a source of income while stimulating the
environment. Similar green conditions could be linked to the government aid provided to oil and gas CEOs to be more
environmentally and economically efficient throughout the recession (Aronoff, 2020). Large business leaders may not take on
such an initiative without government mandates, but small private businesses can take matters into their own hands. Instead
of outright layoffs and furloughs, businesses can leverage financial stimulus and tax programs, such as the NC partial
unemployment insurance, to continue environmental development.

Government prioritization of climate change in fiscal policy is uncertain. What is certain is that the course of climate change
can only be altered by widespread, large-scale collective action. The individual stakeholders and companies that capitalize on
the environmental and economic opportunities of this recession will be the ones to recover the strongest.
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Financial Recessionary Trends

Since this recession is unlike any in history, its recovery will be unlike any in history. Economists are predicting a U-shaped
recovery considering genuine expansion is heavily dependent on a stable, accessible vaccine (Amadeo, 2020). Key economic
indicators of Q1 and Q2 of 2020 are daunting, to say the least. However, it is important to consider that this downturn is not
expected to last as long as a depression. A timely recovery depends on the understanding and preparedness of financial
opportunities moving forward. The figures below will provide a general understanding of the United States’ macroeconomic
status and projected economic behavior. Chart 8 depicts the economic outlook for 2020, 2021, and 2022 in accordance with
Federal Reserve data (“FOMC Projections materials”, 2019).

Economic Growth:

e Inthe first quarter of 2020, the U.S. economy contracted 5%
e Inthe second quarter of 2020, the U.S. economy is predicted to have contracted 45%
e  Throughout the whole year of 2020, the U.S. economy is projected to contract by 6.5-7.2%

Unemployment in April 2020 alone:

e 20.5 million jobs lost in total
e 7.65 million jobs lost in leisure and hospitality
e 2.1 million jobs lost in social assistance and healthcare
e 2.1 million jobs lost in the retail industry
e Roughly 1in7 employees lost their job
Inflation:

e 2020 is projected to have an average inflation rate of .8%
e 2021 is projected to have an average inflation rate of 1.6%
e 2022 is projected to have an average inflation rate of 1.7%

Government Stimulus:

e Coronavirus Preparedness and Response Supplemental Appropriations Act (3/6/2020): provided $8.3 billion to
federal agencies to respond to the pandemic and of that, $6.2 billion went to the Department of Health and Human
Services for vaccine research.

e  Families First Coronavirus Response Act (3/18/2020): provided $3.5 billion for employees’ paid sick leave,
unemployment benefits, and insurance coverage for COVID-19 testing. Additionally, the act increased Medicaid
funding and aid for the poor through food assistance.

e  Coronavirus Aid, Relief, and Economic Security Act (3/27/2020): a $2 trillion stimulus effort including:

- $293 billion in stimulus checks to eligible taxpayers

- $268 billion in expanded unemployment insurance

- $150 billion for state and local governments

- $510 billion in expanded lending for businesses and local governments
- $377 billion in new loans and grants for small businesses

- $127 billion to hospitals for ventilators and other equipment
e  Paycheck Protection Program and Health Care Enhancement Act (4/24/2020): provided $483.4 billion for small
businesses, hospitals, and testing.
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Chart 8: Projected United States Macroeconomic Outlook (“FOMC Projections materials”, 2019).

U.S. Macroeconomic Outlook 2020-2022

Unemployment

Corelnflation

o7 srow [

-8.0% -6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0%

m2022 w2021 m2020

23



I— KENAN INSTITUTE OF PRIVATE ENTERPRISE
Center for Sustainable Enterprise UNC KENAN-FLAGLER BUSINESS SCHOOL

This recession is predicted to be deeper, but not last as long as the 2008 financial crisis. Chart 9 shows how the two recessions

compare, in terms of the 2020 projected economic indicators.

Chart 9: Projected 2020 economic indicators compared to the 2008 financial crisis (Amadeo & Berry-Johnson, 2020)
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It is also important to consider that recessions tend to hit advanced economies harder than emerging economies, in terms of
GDP growth. This trend has continued throughout 2020 so far, as emerging economies have experienced a lower reduction in
GDP growth than advanced economies shown, in Chart 10. However, this does not exempt the consideration of emerging
economies from the global economic recovery. Emerging economies are more vulnerable from a health standpoint, without
widespread access to health services, particularly during a pandemic. This trend shows an even larger opportunity for global
cooperation and leveraging resources to create jobs and recover sustainably.
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Chart 10: Real GDP Growth in advanced, emerging and world economies (IMF, 2020)
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According to Dr. Daniel Bachman from Deloitte Insights, the United States Economic Recovery is dependent on 4 factors
(Bachman, 2020):

Most importantly, the medical response and containment of COVID-19

The economic impact of sectors indirectly negatively impacted by COVID-19
The global impact of the pandemic

The level of public trust extracted from the government and business leaders

Moo=

Bachman also argues that the economy will not return to pre-COVID-19 for two main reasons:

1. Widespread change in demand patterns
2. Changing business patterns that slow productivity

Understanding the current macroeconomic climate informs important decisions in the near future. Business, as usual, will shift
in unrecognizable ways. Physical retailers face replacement by e-commerce retailers, virtual meetings could become the norm,
e-learning platforms will be essential, and supply chains, in general, will restructure for resiliency. Sustainable development
must be the foundation of any and all large-scale operations to survive these shifts.
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Included in the Business & Sustainable Development’s 2017 flagship report “Better Business, Better World,” the CEOs and civil
society leaders determined that sustainable development models could unlock 380 million jobs by 2030, in addition to the
more than USD 12 trillion these models can provide. These models are centered on the global goals related to social equity,
hunger, poverty, and education. During a time of immense job loss and an obvious shift in demanded skills, these issues could
be exacerbated or they could be solved. Today’s macroeconomic conditions are already historically significant, but also have
the potential to shape history and the wellbeing of society.

The Commission explains that two conditions are necessary to successfully unleash these economic benefits and gain real
traction on global sustainable development. First is “innovative financing from both private and public sources.” Second is a
“new social contract.” Maximizing profitability for everyone requires business, government, and society to cooperate and
rebuild trust in each other. A social contract modeled on old human rights and social justice principles would have long-term
financial benefits for everyone involved. If the global goals are generally accepted, society could capitalize on this immense
opportunity of a universal, profitable growth model for business (The Business and Sustainable Development Commission,
2017).
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Financial Opportunities for Stakeholders

In the last decade, the private sector has shifted from recognizing the need for sustainable development in business practices,
to actually implementing those practices as they prove more imperative. Now that most businesses have adopted a
sustainable mindset, the 2020 recession will be a test of resiliency and a large market for innovation.

The perceived tradeoff between corporate profit and sustainable development is evident in the cost-cutting measures taken
by businesses during an economic downturn. Historically, it has been challenging for small businesses, in particular, to
maintain their current level of employment and sustainable business practices when every penny matters. However, there are
some important ways that individual stakeholders can benefit by shifting strategies to protecting their employees and
sustainable initiatives, especially in financially challenging times.

Common business benefits to implementing sustainable practices (Rogers, 2016):

Competitive advantage and brand awareness
Reduced costs by increased productivity
Greater ability to comply with regulations
Attract and retain more talent

Increased funding and potential investors
Reduce waste

Happier shareholders

Noohrod=

Sheila Bonini and Steven Swartz of McKinsey described the business benefits to sustainable development in three major
categories: growth, returns on capital and risk management. Sustainability offers growth for individual businesses through
new markets with green opportunities, innovation and product development, and the composition of their business portfolio.
The business can reach higher returns on capital through green sales and marketing, implementing sustainability throughout
its value chain, and operating sustainably. Finally, businesses can better manage risk because of sustainability’s regulatory
management, reputation management, and operational risk management (Bonini & Swartz, 2014).

One of the most general, widespread steps businesses can take during times of financial stagnation is to make the switch to
solar power. EnergySage market data shows that an average corporate property owner spends about $2,000 per month on
electricity bills. There is an opportunity to trim this electricity bill by nearly 75% with a switch to solar. Switching to solar power
can cut costs immediately after the initial investment but provides even greater long term financial gains. EnergySage found
that businesses can pay off these solar installation costs in 3 to 7 years. Once paid off, energy costs can drop to zero for the
remainder of the solar panel lifespan, typically 25-35 years (Leblanc, 2019). Lifting this large cost burden makes businesses
more resilient to future crises.

Additional benefits of solar panel installation include:

e Federal Investment Tax Credits - 26% for projects that begin in 2020, 22% for projects beginning in 2021 (SEIA, 2020)
e Maintenance-free, reliable energy source - eliminates recurring maintenance costs to conventional energy
e Supporting a green-business approach - creating a favorable image for consumers

The federal government provides tax incentives for a variety of sustainable technologies:

Solar technologies
Fuel cells

Small wind turbines
Geothermal systems
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e  Microturbines

e Combined heat and power
There are plentiful financial benefits of becoming socially sustainable. As explained in this report, many businesses cut human
capital during economic downturns. This is not a novel trend; however, there are alternatives that help businesses maintain
employment during hardship. Many people are familiar with unemployment insurance provided through a joint federal-state
program that currently is providing $600 each week to each unemployed person (as of July 2020). This is a well-known aspect
of the 2020 Coronavirus Aid, Relief, and Economic Security (CARES) Act. Section 2108 of the CARES Act is less utilized and
provides short-time compensation for employees. This policy allows employers to reduce layoffs by sharing work across
multiple employees, retaining training and skills costs. The employees can then file for STC with the state and collect
unemployment insurance benefits proportionate to their lost hours. This also allows employees to maintain health care and
other non-wage benefits that they normally exercise, in addition to an increased sense of job security. Most states also have
partial unemployment insurance programs, an alternative if an STC program is unavailable. Professor Paige Ouimet describes
the nuances of these policies in her article, “The Long-term Benefits of Short-Time Compensation.” She explains that partial or
short time unemployment insurance is a helpful tool in reducing long-term unemployment that the U.S. and other countries are
facing in this recession (Ouimet, 2020).

The reality is that laid-off workers are going to flood the job market at the same time creating a supply and demand
misalignment. Those who remain unemployed will likely face significant job discrimination. If employers are able to keep as
many of their workers at least partially employed as possible, they will save time and money on recruiting and training in the
near future and will recover much more quickly by keeping their employees’ skills current. Exploring and utilizing these tools
will boost the recovery of individual businesses and increase profitability long term.

Aspiring entrepreneurs cannot be excluded from this conversation. This may be a favorable time to start a business with a
sustainable mission. There is a wide range of industry opportunities for new leadership to emerge and thrive with sustainable
development. Included in the Business and Sustainable Development Commission’s claim that sustainable business can
unlock at least USD 12 trillion in new market value and repair the economic system is a call to business leaders to take a leap of
action. The commission states that, "Business leaders need to strike out in new directions to embrace more sustainable and
inclusive economic models." However, small businesses should not, and cannot afford, to wait on industry players to make
these changes. This recession is an opportunity for every business to build rapport, make an impact, and increase profitability
throughout recovery. Furthermore, it is an opportunity for entrepreneurs to get a head start while making a difference. The
commission outlines the 60 biggest market opportunities related to delivering global goals (“Better Business, Better World”,
2017). These are the opportunities that can be utilized on a micro-level:
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Reducing food waste in
value chain

Forest ecosystem services

Low-income food markets

Reducing consumer food
waste

Product reformulation

Technology in large-scale
farms

Dietary switch

Sustainable aquaculture

Technology in smallholder
farms

Micro-irrigation

Restoring degraded land
Reducing packaging waste
Cattle intensification

Urban agriculture

Energy and Materials Health and Well-Being

Affordable housing

Energy efficiency -
buildings

Electric and hybrid
vehicles

Public transport in urban
areas

Car sharing

Road safety equipment

Autonomous vehicles

ICE vehicle fuel efficiency

Building resilient cities

Municipal water leakage

Cultural tourism

Smart metering

Water and sanitation
infrastructure

Office sharing

Timber buildings

Durable and modular
buildings

Circular models -
automotive

Expansion of renewables

Circular models -
appliances

Circular models -
electronics

Energy efficiency - non-
energy intensive industries

Energy storage systems

Resource recovery

End-use steel efficiency

Energy efficiency - energy
intensive industries

Carbon capture and
storage

Energy access

Green chemicals

Additive manufacturing

Local content in
extractives

Shared infrastructure

Mine rehabilitation

Grid interconnection

Risk pooling

Remote patient monitoring

Telehealth

Advanced genomics

Activity services

Detection of counterfeit
drugs

Tobacco control

Weight management
programs

Better disease
management

Electronic medical records

Better maternal and child
health

Healthcare training

Low-cost surgery
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As the knowledge and awareness of sustainability grow, the financial benefits of sustainable development for businesses
become more promising. The challenge now is prioritizing this progress throughout a recession. The foremost argument for a
green recovery strategy is creating resilience for future economic downturns, in other words, to build back better. Choosing to
reevaluate business operations, energy usage, labor conditions, and employment practices will be the saving grace for
businesses throughout this unpredictable period, but could also drive economic recovery at the macro level. Each effort for
renewable installations, expanding research, maintaining employment, and supply chain audits will create work for someone
else. With the unprecedented level of unemployment in the world and the desperate need for sustainable action, this
recession provides the platform to solve both. However, it will take collective action from individual organizations to reap the

full economic, social, and environmental benefits this crisis is offering.
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Integrating SDGs into Recovery

A current universal and comprehensive metric for sustainable development is the United Nations 17 Sustainable Development
Goals (SDGs). These goals were adopted by all members of the United Nations in 2013 as the 2030 Agenda for Sustainable
Development.

Sustainable Development Goals
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The mission is to foster global partnerships amongst developed and developing countries for long-term peace and prosperity
for people and the planet. With intricate benchmarks and diligent tracking, there has been significant progress on these goals
since their adoption.

In June 2020, the UN released a policy brief on “Achieving the SDGs through the COVID-19 response and recovery.” The brief
includes concerns about eliminating the decades of progress and the future of the SDGs if economic recovery is approached
with unsustainable strategies. UN/DESA suggests that there is an opportunity to support response and recovery in a way that
propels SDG achievement but will require multilateral, comprehensive action, and global cooperation (“The 17 Goals”, 2020).

The true impact on the SDGs and the trajectory of sustainable development will be unknown until the pandemic concludes
and is dependent on the speed of recovery. However, the UN’s most recent assessments are a good indicator of how SDG
progress has been affected, how this progress has mitigated COVID-19 effects, and the impact channels of this pandemic on
the SDGs (Mukherjee & Bonini”, 2020).
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Figure 1
Pathways of COVID-19 impact on select SDGs™
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D63 a6 SDGa9 sDa11 DG15
Good health and well-being Clean water and sanitation Industry, innovation Sustainable cities Life on land
Lack of health care workers; Tin 4 health care fadlities andinfrastructure and communities Over 1/5 of the Earth's land
insufficient health fadlities & lack basic water services; Some 46% of people are More than 1 billion peaple is degraded; the number of
medical supplies; high mortality 3 billion people lack without Internet access live in slums with aowded spedies at risk of extinction
rates from NCDs & air pollution soap & water at home needed for remote housing & no running water; continues to inaease; wildlife
increase risk education & health services overcrowded public transport trafficking has puts lives at risk
through exposure to zoonotic
diseases

IMPACT CHANNELS

Virus Control measures Aggregate effects
(e.g. exposure, infection (e.g. travel restrictions, (e.g. economic recession, falling
rates, fatalities) social distancing) revenues, emissions drop)

Outcomes for the SDGs in 2030 look dire without transformative action

sba1 SDG2 SDG4

DG 13
No poverty Zero hunger Quality education Deml mdmd Climate action
35-60million people could ~ Economic slowdowns and School dosures have Women make up 70% economicgrowth GHG emissions
be pushed backinto extreme  supply chain disruptions affected 90% of the of health careworkers, do Disruption thheulohal are projected o drop 4-7%
poverty— the first are exacerbating world's student the bulk of unpaid care economy hasleft 1.6 billion in 2020& air quality
increase n global poverty  hunger & food insecurity  population—1.6billion ok a etk of [ T has lmproved, butthis(s

in more than 20 years children and youth omestic violence & depend informal sector at risk of temporary without

on informal work losing livelihoods systemic shifts

MITIGATING THE IMPACTS and BUILDING BACK BETTER

Eradicate extreme Provide universal quality Reverse environmental
deprivations essential services degradation

* This figure is indicative. All SDGs are impacted by COVID-19.

This figure shows what the post-COVID-19 world will look like if the SDGs are overlooked in economic recovery, and also the
avenues of opportunity to build back better. Making the SDGs the focal point of private sector action can create a domino

effect of progress from a social, environmental, and financial standpoint. If neglected, there could be more frequent global
crises going forward, and degradation that may be irreversible.
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Conclusion

Humanity is in a fragile state but continues to prove resilient. However, this resiliency cannot continue indefinitely without
sustainability; humanity is too fragile. 2020 has forced the confrontation of global inefficiencies that cannot be neglected
moving forward. The Center for Sustainable Enterprise has a great opportunity and responsibility to lead in educating better
business practices.

The Center for Sustainable Enterprise has resources to spread this knowledge and to guide institutions to sustainable
solutions. If 2020 has exposed anything, it is the importance of preparedness and innovation for the unexpected. Sustainable

development addresses both.
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