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Executive Summary
What will be the effect of the current
Covid-19 crisis on the EU environmental
policy agenda? Will it derail the drive to
further greening of the economy, or will
the pandemic merely be a blip in a longerterm move towards a low-carbon
economy in Europe?
Many commentators argued that 2020
would be the year that would herald a
step-change in the way policymakers would
address climate change. Pressure for policy
action came from all angles. Far more
so than in the past, these triggers were
aligning actors in a common direction.
And then the Covid-19 virus struck.
With governments now slowly coaxing
households and businesses out of the
most limiting lockdown, thoughts are
turning back to policy questions that
have been ignored, including the

question about which way next for
the EU environmental agenda.
Popular sentiment, continued global
NGO pressure, new research, and investor
positioning on ESG issues shows that
demand for policy action on climate change
has not diminished. And there seems to
be an increasing appetite by EU
policymakers to use the Covid-19 recovery
to capitalise on this moment to claim a
global leadership role in managing the
transition to a green economy.
Organisations operating in Europe will
need to engage early with the potential
implications of an accelerated Green Deal
agenda and develop a clear position on how
their operations will fit into the transition
to a low-carbon economic model. A failure
to do so will severely limit future success
in a new European marketplace.

2

LEADERSHIP NAVIGATION

Before the Covid-19 pandemic, political
momentum was building to tackle climate change
At the beginning of the year, many commentators
— me included — argued that 2020 would be the
year that would herald a step-change in the way
policymakers would address climate change.
Government action to tackle climate change
had hitherto been insufficient to achieve the
commitments made under the Paris Agreement.
Yet the realities of climate change were becoming
increasingly apparent and were catching up with
governments across the globe. Pressure for policy
action came from all angles, fuelled by fears
over national security, enabled by advances in
technology, and driven by upward pressure from
electorates and businesses. Far more so than
in the past, these triggers were aligning actors
in a common direction.
At the same time, the Paris Agreement “ratchet
mechanism” — starting with the Global Stocktake
in 2023 and leading to the third round of climate
pledges in 2025 — increased the likelihood that
policy announcements to tackle climate change
would accelerate within this period. The UN
Principles for Responsible Investment, a leading
investor initiative addressing climate change,
1

defined it as the Inevitable Policy Response:1
a need for governments to act forcefully
on climate change to ensure that they will
meet their commitments under the Paris
climate agreement.
In January I advised clients that it seems clear
that demand for further movement towards
a low-carbon economy will continue to grow
over the next years, driven by a rapid regulatory
catch-up. Increased societal awareness of climate
change is creating a broad public acceptance that
‘we need to do something’ giving governments
the licence to act (the Greta Thunberg effect).
This combines with a growing acceptance among
policy makers that we are nowhere near close
enough to meeting the Paris Agreement’s goal to
keep the increase in global average temperature
to below 1.5 degrees Celsius. “So all in all”
I advised clients, “the question was no longer
if governments would act, but when they would
do so, what policies they would use and where
the impact would be felt.”
And then Covid-19 struck.

Principles for Responsible Investment, The Inevitable Policy Response Policy Forecasts, www.unpri.org/inevitable-policy-response, December 2019
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Will the Covid-19 crisis
now derail the EU
environmental agenda?
Since the outbreak of the Covid-19 pandemic,
governments all over the world have been
in crisis management mode. Dealing with
the immediate public health crisis has taken
centre stage, and other policy developments
have been postponed. With governments now
slowly coaxing households and businesses out
of the most limiting lockdown, thoughts are
turning back to policy questions that have been
ignored, including the question about which
way next for the EU environmental agenda.

Popular support for
climate change action
remains strong
Popular support for EU government action on
climate change does not seem to have altered
since the Covid-19 crisis. An Ipsos MORI poll taken
at the end of April2 showed that almost threequarters of people believe that in the long term,
climate change is as serious a crisis as Covid-19.
Over 70 per cent of European respondents agreed
that if their governments did not take action to
combat climate change, it would have failed the
people of their country.
Some 60 per cent of people interviewed across
the five largest economies in the EU (Germany,
Great Britain, France, Spain, Italy) agree that
during the economic recovery after the Covid-19
crisis, it is important that government actions
prioritise climate change.

2

Ipsos MORI Global Survey Earth Day GB 2020, April 2020

4

LEADERSHIP NAVIGATION

NGOs emphasise need for longer term policy action
Global NGOs have continued to emphasise that
progress in the next years is pivotal for future
policy success. “Choices now will shape the
global economy for decades to come,” says
Christina Figueres, former Executive Secretary
of the UN Framework Convention on Climate
Change (UNFCCC) and a leading climate change
campaigner, when asked whether we can
address the Covid-19 crisis and climate
change at the same time.

“One of the main lessons we
have learned from the Covid-19
pandemic is that high probability
risks need to be acted upon in
a timely fashion: delay can be
deadly. And costly.” 3
Environmental NGOs point out that warnings
about Covid-19 abounded early and that countries
which quickly put in place preventive measures

3
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appear to have fared much better than those
countries that waited. They argue that the same
lesson is equally true of climate change.
Policymakers have been aware of the risk of
climate change. Global losses from natural
disasters over the past decade amounted to
$3 trillion. Morgan Stanley calculated that in
2017 alone, 16 weather and climate disasters
cost the US alone some $309 billion.4 However,
greenhouse gas emissions have not reduced
in line with scientific advice.
Covid-19 recovery packages will cost trillions
of public money and several EU leaders
have signalled a recognition that there is an
opportunity to integrate the solutions to both
crises — Covid-19 downturn and climate change.
European leaders have publicly stated that
recovery programmes can be directed to help
the global economy on a transition to a lowcarbon economy.

Can we both tackle climate change and build a Covid-19 recovery? Financial Times, 8 May 2020
Morgan Stanley, Weathering the Storm — Integrating Climate Resilience into Real Assets Investing, 2019
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Academic research
promotes recovery plans
to Build Back Better
The European leaders are supported by
international agencies and academics. Stephane
Hallegatte, the lead economist on the World
Bank’s climate change programme, points to
the opportunity to create millions of jobs in the
short term in the green economy5. With the right
policies, the economy can recover better, create
more jobs, and choose a more environmentally
sustainable future.
In early May, a team of experts led by Cameron
Hepburn, Director of the Smith School of
Enterprise and Environment at the University
of Oxford, and including Nobel prize winner
Joseph Stiglitz and climate economist Nicholas
Stern, published a report on the economic
and climate impact of taking a green route
out of the crisis6.
The study catalogued more than 700 stimulus
policies and conducted a survey of experts from
across 50 countries. Drawing on this survey as
well as learnings from the 2008 financial crisis,
the researchers found that green projects can
create more jobs, deliver higher short-term
returns against government spending, and
lead to increased long-term cost savings in
comparison with traditional fiscal stimulus.
“The COVID-19-initiated emissions reduction
could be short-lived,” says Mr Hepburn, “but
the study shows that we can choose to build
back better.” Research shows that, in the short
term, clean energy infrastructure construction
is particularly labour intensive, creating twice
as many jobs as fossil fuel investments.

Can we both tackle climate change and build a Covid-19 recovery?
Financial Times, 8 May 2020
6
Will Covid-19 fiscal recovery packages accelerate or retard progress
on climate change, Cameron Hepburn, et al, Oxford University Smith
School of Enterprise and the Environment, in the Oxford Review of
Economic Policy, 4 May 2020
5
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Behavioural changes to accelerate peak
demand trajectory of energy production
Policy makers and industry leaders have started
to reflect on how the crisis will reshape the
outlook for energy production. In a recent
interview, John Browne, former chief executive
of British Petroleum, said that the coronaviruslinked crash of oil prices serves as a warning
for the fossil fuel industry that the market has
changed. Behavioural changes will accelerate
the peak demand trajectory — with the potential
for demand to peak earlier leading to a more
rapid shift into renewable energy.
Competition from renewable energy sources
continues to increase. Falling prices mean wind
and solar projects now work without subsidies
and are becoming increasingly attractive. During
the past 10 years, onshore wind energy prices fell
by 70 per cent and solar voltaic energy process
by 89 per cent. Energy storage technologies are
on a similar innovation and pricing trajectory.
Many investors believe stricter regulation on
emissions could see demand peak between
2030 and 2035, and oil producers such as BP,
Royal Dutch Shell, ENI and Total have responded
by indicating their ambition to address climate
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concerns and achieve net zero emissions
by 2050. In a recent interview, BP’s new
chief executive, Bernard Looney, said that
the pandemic had bolstered his personal
conviction of “the need to shift strategy.”7
At the upcoming AGM, the BP board wants
to present a renewed approach on how the
business aligns with the Paris climate goals.
At the other end of the spectrum, Exxon
Mobil continues to be under pressure from
its shareholders who argue that it is falling
behind global peers on climate change.
Its largest shareholder, Legal & General
Investment Management, publicly stated
that it would oppose the re-election of
Exxon’s chief executive and chairman at
the annual meeting in May, expressing its
concern about Exxon’s lack of strategic
ambition around climate change. NY State
Common Retirement Fund, part of the
investor initiative Climate Action 100+, a
grouping of more than 450 investors with
combined $40 trillion AUM,8 have expressed
the view that engagement with Exxon on
climate change is a frustrating endeavour.

The trailer for oil’s main event, Financial Times, 4 May 2020
Climate Action 100+, www.climateaction100.wordpress.com/about-us/ May 2020
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Ongoing investor demand for action on climate change
Investors had already started to turn their back
on fossil fuels before the pandemic struck,
due to fears that demand growth is weakening,
and because the rise of ESG-led investing is
dampening investor appetite for “big polluters”.
During the last decade, the value of energy
companies in the major US stock index S&P500
has fallen from 11 per cent to less than 5 per cent.

Globally, the universe of dedicated sustainable
investment funds continues to grow with a
combined total of $20.6 billion in European and
US mutual funds and exchange-traded funds last
year, up from $5.5 billion in 2018.10 In the first
quarter of 2020 alone, $14 billion of assets have
been allocated to sustainable funds, already
surpassing well over half of last year’s total.11

Leading investment companies continue to call
investee corporations to account on climate
change, with a full agenda of investor activity
foreseen during the upcoming reporting season.
Larry Fink, founder and CEO of BlackRock, the
world’s largest asset manager with nearly $7
trillion in investments, famously announced
three years ago that his firm would start to
make investment decisions with environmental
sustainability a core goal.

The Covid-19 pandemic has shown no change in
investors’ views on climate risk. There has even
been some early evidence that a focus on climate
change in portfolio construction has acted as an
effective risk measure. In an investment note,
BlackRock analyst Thomas Fekete wrote that:

In his latest annual letter to CEOs, Mr. Fink
reconfirmed that his firm would avoid investments
in companies that present a high sustainability
risk. “This dynamic will accelerate as the next
generation takes the helm of government and
business,” Mr Fink said.

“As trillions of dollars shift
to millennials over the next
few decades…they will further
reshape the world’s approach
to sustainability.”9

“...the COVID-19 pandemic, itself
a medical, social and monetary
goliath…saw world-wide asset
value reduction in Q1. But in
this regard, we believe reducing
exposure to companies who
cannot adapt their business
models to a low carbon
environment has helped protect
…performance in the short
term. Whilst ESG funds have
indeed suffered, they are faring
better than their conventional
fund competitors.”12

BlackRock letter to CEO, www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter, January 2020
Money moving into environmental funds shatters previous record, CNBC, January 2020
11
ESG packed on the Assets in Q1, ETF Trends, April 2020
12
Sustainable Investing — Enduring through Covid-19 and Beyond, BlackRock, 28 April 2020
9
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EU to use recovery programmes to accelerate
green policy agenda
Popular sentiment, continued global NGO
pressure, new research, and investor positioning
on ESG issues shows that demand for policy
action on climate change has not diminished in
the wake of the Covid-19 pandemic. So how will
the new dynamics pan out at the European level?
What are the expectations for the immediate
EU climate change policy agenda?
It is clear to me that there is no let-up among
EU policy makers in addressing environmental
issues; rather there seems be an increasing
appetite to use the Covid-19 recovery to solidify
the leading role that the EU is keen to play in this
area. Since the start of the pandemic, there have
been a steady flow of announcements in support
of an ambitious European agenda, and for the
continued implementation of the EU Green
Deal, the EU’s roadmap to making the
European economy sustainable.

On 18 May, Germany and France announced
their joint proposal for a $500 billion recovery
programme.13 As part of the recovery
programme, the two countries argue, the
EU must press ahead with raising its climate
commitments under the Paris Agreement.
It is essential to introduce carbon pricing
measures to speed up emission cuts in the
EU, and to introduce a carbon border tax
that conforms to WTO rules to manage the
risk of competition from countries with
less ambitious climate strategies. The two
countries confirmed that the European
Green Deal should serve as the basis for a
comprehensive, modern growth strategy on
recovering from the pandemic. Importantly,
the joint statement comes before Germany
takes over the rotating Council presidency
on July 1, when it will oversee negotiations
over the issue of boosting the bloc’s 2030
emissions reduction goal.
At the beginning of May, France and the
Netherlands jointly called for tougher
enforcement of environmental standards in
EU Trade deals, emphasising a willingness to
block access to its market for those companies
threatening unfair competition based on lower
environmental standards. Paris and The Hague
asked the European Commission to press on
with plans for a “carbon border adjustment
mechanism”, a levy on imports from non-EU
countries based on their carbon footprint.
The Franco-Dutch document argues that
ambitious environmental considerations will
need to feed into the wider debate on how
the EU should rethink economic policy after
the Covid-19 pandemic.14

Reuters, 18 May 2020 https://uk.reuters.com/article/us-eu-recovery-fund-factbox/factbox-france-germany-propose-500-billion-euros-ingrants-for-post-covid-recovery-idUKKBN22V1CY
14
Non-Paper from the Netherlands and France on trade, social-economic effects and sustainable development, 21 April 2020
13
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During the (virtual) EU climate summit in
April, 17 of the EU’s 27 Member States
reiterated their belief that “the Green Deal
constitutes a new growth strategy for the EU,
which is able to deliver on the twin benefits
of stimulating economies and creating jobs
while accelerating the green transition in a
cost-effective way.”15 The statement identified
investments in sustainable mobility, renewable
energy, building renovations, research and
innovation, and the circular economy.
As part of the new, seven-year budget
discussion, which will now include additional
funds to help the Covid-19 recovery, the
European Commission expressed the ambition
to use the new budget as an opportunity
to accelerate the transition to a lowcarbon economy. Frans Timmermans, the
Commission’s Vice-President in charge of
the Green Deal told MEPs that “the Green
Deal can be a strategy to get us out of the
crisis.” Mr Timmermans has promised that
the Commission will propose a climate plan
to tighten Europe’s 2030 emission targets
by September.

Policy makers and industry representatives
have started to float the argument that the
current Covid-19 pandemic reinforces the
need for a “sovereign” Europe, that is less
dependent on overseas supply chains. In a
recent discussion with an EU-based global
player in the agricultural industry, a senior
policy officer argued that in a multi-polar
world — with an increasingly decoupled China
and the US — there is a distinct opportunity
for Europe to carve out a leading position
on sustainable economy. Europe has the
most environmentally conscious electorate,
the most progressive climate change policy
makers, and a strong industrial base of diverse
companies. Together these forces can support
a leading role for the EU in transitioning to a
low-carbon economy.

15
European Green Deal must be central to a resilient recovery after Covid-19, A statement
by Environment and Climate Minsters of 17 Member States, 11 April 2020
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EU green deal to become “how to” guide for low carbon transition
All this points to a genuine ambition among
the leading European countries to make the
Green Deal transition a “how-to” guide for the
transformation to an environmentally sustainable
economy. The Green Deal will work through a
framework of regulation and legislation setting
clear targets across three broad areas: an
EU-wide goal of net zero carbon emissions by
2050 (and a 50-55% cut in emissions by 2030
compared to 1990 levels); a circular economic
model that limits the pollution caused by plastics
and other waste products; and a “farm-to-fork”
food system that looks at consumption patterns
and reduces unsustainable land use.

production to food consumption, from transport
to manufacturing and construction. Recovery
money will go to support job creation in hightech industries from renewable energy to electric
vehicle production and sustainable construction.
Carbon tariffs will be levied on products arriving
from non-EU countries that have lower environmental standards.
Businesses should expect any recovery funds to
come with stringent environmental conditions
attached as the EU’s budget will be subject to
policy checks to ensure it is spent in ways that
is compatible with environmental objectives.

Nearly every major aspect of the European
economy will be affected, from energy

World Economic Forum — The Great Reset initiative
The direction of the EU policy agenda is
echoed by The Great Reset initiative16 of the
World Economic Forum. Leading up to the
Forum’s Annual Meeting 2021, which will be
devoted to The Great Reset, a series of virtual
Great Reset Dialogues will take place bringing
together global stakeholders from all sectors
to discuss the way forward.

dominates risk perceptions, it also constitutes
a unique opportunity to reshape the global
economy. The outcome of the policy discussions
is intended to guide decision-makers on the
path to a more resilient, sustainable world
beyond coronavirus. Expect EU policymakers
and business leaders to be heavily involved
in the discussions.

The Great Reset initiative supports the idea
that while the economic fall-out from Covid-19

16
How the World can Reset itself after Covid-19, World Economic Forum, 3 June 2020 www.weforum.org/agenda/2020/06/covid19-great-resetgita-gopinath-jennifer-morgan-sharan-burrow-climate/

11

LEADERSHIP NAVIGATION

Organisations need to engage with
an accelerated EU green agenda
Much of the broader environmental policy direction will become clearer over the coming months
when the EU member states will have to sign off on the next seven-year budget, and the Commission
will detail the timing and sequencing of the various Green Deal initiatives.
Companies and investors operating in Europe will need to plan now for the potential implications
of an accelerated green transition in Europe. A failure to do so will severely limit future business
success in a new European marketplace.
There is a clear way forward. I propose a 10-point action plan for companies and investors to be
successful in the European marketplace:

1

Understand the new
EU green policy agenda.

2

Analyse the potential implications
to the business model.

3

Ensure that future activities are based
on a strategy that takes account of
the post Covid-19 green recovery.

4

Articulate a clear position on how an
organisation’s operations will fit into
the EU transition to a low-carbon
economic model.

5

Companies to test future business
activities against the EU net zero target
for 2050, and the transition to a lowcarbon economic model.

6

Develop science-based targets for
future business activities, and report
regularly on progress against the targets.

7

Investors to ensure that they understand
when an economic activity is
environmentally sustainable, or complies
with “do no harm” principles under the
new EU taxonomy (develop environmentally
sustainable/do no harm testing protocol).

8

Map key influencers and stakeholders.

9

Develop a targeted sustainability
communications programme for
key stakeholders.

10

Don’t forget to engage in an active internal
employee engagement programme.
12
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Annex: Timetable of EU Green Deal policy initiatives
Initiatives maintained
Delay possible
Delayed to 2021

“Farm to Fork”
Strategy

Non-legislative,
Q1 2020

Although this is considered “a very important initiative”,
it should “also reflect the lessons of the COVID-19 pandemic
in relation to food security.”

EU Biodiversity
Strategy for
2030

Non-legislative,
Q1 2020

“Adoption of the biodiversity strategy is envisaged for 29 April,”
the document says. But the UN conference of the parties has
been postponed and the UN ministerial will discuss biodiversity
in September. “While the absolute urgency may have receded,
current timing is desirable or shortly thereafter. It is closely
related to the Farm to Fork initiative,” the document states.

8th
Environmental
Action
Programme

Legislative,
Article 192(3)
TFEU, Q2 2020

“It is still very unclear what the 8th Environmental Action Plan
(EAP) will contain and the added value it can provide,” the
document states. “While the 7th EAP expires at the end of
2020 there is no reason why this initiative cannot wait until
the second half of 2020,” it adds.

Strategy for
smart sector
integration

Non-legislative,
Q2 2020

Smart sector integration is considered as “an important
blueprint” for the energy transition. “But a postponement
would not be detrimental and could be packaged with other
initiatives such as the state of the Energy Union report in
October,” the document states.

Renewed
Sustainable
Finance
Strategy

Non-legislative,
including impact
assessment,
Q3 2020

This is considered an “important part” of the Green Deal
and a “key contributor” to the recovery from the COVID-19
crisis and will therefore be maintained.

2030 Climate
Target Plan

Non-legislative,
Q3 2020

New climate targets for 2030 are “a pivotal element of
the Commission’s climate policy.” However, due to the
postponement of the UN climate conference in Glasgow
(COP26), “additional time could therefore be given to a
complex analytical exercise underpinning the elaboration
of new targets,” the document states.

Renovation
wave

Non-legislative,
Q3 2020

“The renovation wave could be a key element of any postCOVID recovery plan because of its benefits for stimulating
economic activity,” the document says, suggesting the timing
will be maintained.

The European
Climate Pact

Non-legislative,
Q3 2020

“The aim was to establish the Climate pact platform in the
autumn before the planned Conference of the Parties in
Glasgow which has however been postponed.”
13
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Chemicals
strategy for
sustainability

Non-legislative,
Q3 2020

This is considered “a key element of the Commission’s ambition
to tackle all sources of pollution,” the document states. “Work is
on track, but further delay would not be detrimental,” it adds.

Review of the
Non-Financial
Reporting
Directive

Legislative,
including impact
assessment,
Article 114 TFEU,
Q4 2020

“Even though there is no urgency with this file, nothing prevents
to keep the adoption in December, as initially planned,” the
document states.

Offshore
renewable
energy

Non-legislative,
Q4 2020

Currently envisaged for October, the strategy for offshore
renewable energy is timed to coincide with announcements
by EU member states that are members of the North Sea
Alliance. “It is also a priority for the German Presidency
and could also be a significant element of a post-COVID
recovery plan,” the document states.

Strategy for
sustainable and
smart mobility

Non-legislative,
Q4 2020

Maintaining the date of adoption is appropriate but the content
and ambition is linked to the “Communication on 2030 climate
targets (n°1) and the timing should be linked to this. Timing is
sufficiently late to reflect post-COVID lessons and recovery.”

New EU
Strategy on
Adaptation to
Climate Change
and
New EU Forest
Strategy

Non-legislative,
Q4 2020

“Both the forest strategy and the adaptation strategy are
important initiatives but not time critical in relation to climate
policy overall,” the document states. However, “the strategy on
Adaptation to Climate Change was originally envisaged for 2021
in any event and delay will now allow an impact assessment to
be prepared. Postponement would also allow better articulation
with the new EU climate targets for 2030 and the delayed
international discussions on biodiversity.”

Empowering
the consumer
for the green
transition

Legislative,
incl. impact
assessment,
Article 114 TFEU,
Q4 2020

“This initiative is an important element of the Circular
Economy package whose technical work is on track. However,
this initiative on empowering consumers could be delayed to
2021 without undue detriment and might be packaged with
circular economy initiatives on sustainable products,” the
document states.

ReFuelEU
Aviation —
Sustainable
Aviation Fuels
and
FuelEU
Maritime
— Green
European
Maritime Space

Legislative,
incl. impact
assessment,
Article 100(2)
TFEU and/or
Article 192(1)
TFEU, Q4 2020

“The two fuel initiatives are important but already coming
late in 2020 and can be delayed without undue problems to
2021 when many other important climate-related proposals
will be tabled,” the document states.
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