AROUND THE WORLD

12 steps for governments to build
climate and economic resilience

ction on climate change has never been more

urgent. With current levels of global warming,

scientists warn that some catastrophic climate
system "tipping points" are already dangerously close
to being triggered. Governments and society must act
fast to reduce emissions and adapt to already “baked
in” climate impacts. Yet countries remain far off track
in implementing climate policies at the necessary scale
and speed.

Climate action does not happen in a vacuum, isolat-
ed from the world’s other equally-urgent policy priori-
ties. Climate policies need to go beyond the sole aim to
reduce emissions, and must also aim to be cost-effec-
tive, fair and equitable, politically tenable, compatible
with health, social and fiscal policy and aligned with
foreign policy concerns. Above all, they need to be re-
silient in the face of future disruptions.

FACING THE UNKNOWN: CLIMATE POLICIES
MUST CONSIDER FUTURE DISRUPTIONS

Events over the past few years have hammered
this point home. The COVID-19 pandemic and
Russia’s war of aggression against Ukraine have
demonstrated the climate-related opportunities
a crisis can bring, such as immense economic re-
covery spending and capacity for dramatic soci-
etal transformations within short time periods as
witnessed during COVID lockdowns and through
energy-saving behaviour during the recent energy
crisis. They also bring climate-related challenges to
light - misaligned recovery spending, locked-in fos-
sil fuel use, and the disruptive effects of geopolitical
tensions. The immense scale and speed of the trans-
formation necessary to reach net zero will have pro-
found implications on public revenues, economic
structures and labour markets. If left unaddressed,
these aspects could undermine and even derail cli-
mate policy ambition. In addition, potential future
disruptions, such as the rapidly increasing use and
capabilities of artificial intelligence, must be consid-
ered in the development of climate policies.

NET ZERO+, AN OECD CROSS-CUTTING INI-
TIATIVE

The Organization for Economic Cooperation an
Development (OECD)’s flagship initiative “Build-
ing Climate and Economic Resilience: Net Zero+”
outlines a series of recommendations for a resilient
transition to net-zero emissions while building re-
silience to the impacts of climate change itself. The
initiative collates climate-relevant findings from
across the OECD’s multidisciplinary expertise - for
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example on environment, economic
and tax policy, financial and fiscal af-
fairs, development, science and tech-
nology, and employment and social
affairs - to provide cohesive recommen-
dations for making the transition to net
zero emissions resilient, and as well as
building resilience to the impacts of cli-
mate change.

NET ZERO+: CLIMATE-RELEVANT
POLICY EXPERTISE FROM ACROSS
THE OECD

12 steps for better climate policies

Drawing on a wide range of policy
expertise across the OECD, in its first
phase, the Net Zero+ initiative collated
insights to develop 12 concrete steps
for governments to build climate and
economic resilience:

1. Given the increasing threat of reach-
ing climate system tipping points, do ev-
erything possible to limit global warm-
ing to 1.5°C with no overshoot. Faster
reductions are essential and the shape of
the pathway matters. The most up-to-
date evidence shows that we are already
entering the warming range at which
some potentially catastrophic impacts
become possible. Every fraction of a de-
gree of warming makes a difference.

2. Ensure that crisis relief and econom-
ic stimulus spending are aligned with cli-
mate goals and sufficiently targeted. The
massive amounts spent on crisis relief
and economic recovery over the past
few years were an opportunity to ac-
celerate climate action, but more could
have been done. We must do better to
seize the climate-related opportunities
that may come with future disruptions.

3.“Future-proof” net-zero climate
strategies to the extent possible, using
strategic foresight and anticipating tran-
sition bottlenecks. Some obstacles are
already clear - such as the cost of capi-
tal, critical materials supply, and re- and
up-skilling needed for the transition.
Foresight processes can tease out oth-
er bottlenecks and possible future dis-
ruptions, and develop forward-looking
strategies to deal with them.



4. Focus policy making on a systems level
rather than individual components or outcomes.
Systemic resilience implies anticipating future
shocks, building in buffers to absorb initial im-
pacts, and ensuring that resources are available
to invest in recovery efforts. Some changes may
be irreversible and require permanent adapta-
tion to new circumstances.

5. Get climate policy basics right, tailoring a
mix of price-based and other instruments to re-
gional, national and local circumstances, and
greening of public governance. Resilient climate
policies must be effective and appropriate to
their context. There are no silver bullets here:
Governments have a wide range of climate pol-
icy tools at their disposal and should make use
of all of them.

6. Mainstream climate change adaptation
throughout national policy processes. Exploit syner-
gies between mitigation and adaptation policy ob-
jectives while minimising trade-offs. It’s time to get
serious about mainstreaming adaptation into core
policy thinking. Governments are already facing
escalating costs from climate damages and climate
impacts will continue to mount even if the most
ambitious emissions reductions are achieved.
Climate mitigation and adaptation actions should
be leveraged in ways that simultaneously support
both sets of policy objectives, for example through
nature-based solutions.

7. Address the public finance implications
of the net-zero transition through careful fis-
cal planning, assessing direct and indirect ef-
fects of policies, and climate-aligned tax instru-
ments. Existing taxes on fossil fuels generate
significant Government revenues. Reaching
net zero means these and others will be lost
as economic structures shift. The OECD’s
modelling of the public finance implications
of the net-zero transition shows widely
heterogeneous effects across countries and time
periods. Careful fiscal planning is essential.

8. Accelerate innovation through a mis-
sion-oriented, outcome-based approach. Tar-
get support measures for early-stage innovation
and research and development. Innovation is
essential to bring down the costs of emissions
reductions and to reach hard-to-abate sectors.
Current policy portfolios put too much focus
on deployment and not enough on research and
development.

9. Carefully assess direct and indirect distri-
butional impacts of climate policy. Communicate
clear, accurate and easily accessible information to
the public about how policies work. Managing the
economic effects of climate policies on people is
essential. Asone example of how to do so, revenue
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from carbon pricing can be recycled
to balance distributional impacts. To
ensure that the net-zero transition
is publicly supported, governments
must clearly communicate not only
why policies are needed, but how they
will be implemented and what impacts
they may have on households.

10. Ensure reasonable labour mar-
ket flexibility and mobility while pro-
moting job quality and protecting
workers. Identify skills needs and bot-
tlenecks and prioritise up- or re-skill-
ing. The net-zero transition will cause
some jobs to be lost, but new jobs
will emerge. Helping workers shift
between sectors, and ensuring they
have the skills needed, is integral to an
effective, fair and equitable transition.

11. Better align financial system
policies with climate mitigation and
adaptation goals, including improved
market practices, alignment of core
investment policies, use of responsible
business conduct tools, and harnessing
the double role of the insurance sec-
tor as investor and insurance provid-
er. Reaching net zero will require vast
amounts of investment. There will be
numerous economic opportunities,
but financial markets and the private
sector cannot rely on public spending
to unlock these.

12. Recognise the interlinkages be-
tween climate and development tran-
sitions, drawing on all levers of devel-
opment co-operation to converge on a
global approach’ that aligns develop-
ment and climate objectives. We need
to reach net zero globally. Developing
countries are both the source of the
majority of future emissions and most
exposed to future impacts of climate
change. Their needs and perspectives
must be given equal consideration.

Each of these recommendations is
expanded upon in the Project’s Phase
I synthesis report, Net Zero+: Climate
and Economic Resilience in a Chang-
ing World. This is not a pick-and-mix
list, however. All of these steps are in-
dispensable. Recent global crises, and
those to come, are an opportunity for
governments to prioritise building cli-
mate and economic resilience - one
that should not be missed =

HUONG PO (Source: OECD)
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