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Abstract

Society must operate within the bounds of
the natural world. Indeed, the multiple
interconnected cascading crises that
Canadians face today, including affordability,
health, biodiversity loss, pollution, and
climate change, are symptoms of a single
structural problem: an economic system that
exceeds the constraints of Earth’s systems
and fails to account for the contributions of
ecosystem services. Therefore, it severely
underprices risk. Gross domestic product
(GDP) measures the flow of money through
the economy and not wealth itself,
underappreciating natural capital,
externalities, and the wellbeing of vulnerable
populations and future generations. Health,
equity, and resilience are not metrics
measured by GDP. Canada has the
necessary tools to transition to an economic

model that operates within planetary bounds.

In fact, the transition to a low-carbon
economy is already mandated by law in the
Canadian Net-Zero Emissions Accountability
Act, while the Quality of Life Framework has
been implemented in the federal budgeting
process since 2021. Transitioning to a low-
carbon economy is an economic opportunity
and a comprehensive strategy for human
wellbeing. Further, protecting nature ensures
environmental stability and ecosystem
resilience which translates to stable
economies and healthy populations.
Consequently, policy must drive sustainable
competitiveness. These policies might
include the integration of planetary limits into
budgeting and the adoption of wellbeing
indicators, mandated disclosure of climate
risk within the financial sector, the phase out
of inefficient subsidies, investmentin

resilient infrastructure, legislation that
advances a circular economy, and alignment
of federal procurement with national
resilience. Ultimately, nation building must
be synonymous with building resilience.

Introduction

All governance, including fiscal, economic,
and social policy, must operate within the
limitations imposed by the principles
governing natural phenomena. This is
because the laws of nature cannot be
changed. Therefore, policy debate must exist
inside the limits of Earth’s systems. This is
not a matter of choice. This is not about
ideological or abstract thinking, but a tangible
evidence-based reality. This is a matter of
economic stability, population wellbeing,
fiscal responsibility, and Canadian
competitiveness and innovation.

When environmental, social, and economic
crises are viewed as separate issues, policy
solutions are siloed and often fail to address
the root cause. The crises we face today are
not separate crises but interconnected
symptoms of exceeding planetary limits. They
are symptoms of a single structural problem:
an economic system designed to exceed the
constraints of Earth’s systems.

Our current economic model is failing
because it uses gross domestic product
(GDP) as a measure of wealth. However, GDP
measures the flow of money through the
economy and not wealth itself. It ignores both
natural capital and social capital and is
based on the false assumption that infinite
growth is possible on a finite planet.

We are at a tipping point in human history.
Earth system risks are rising. Geopolitics are
unstable. However, we have also reached
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positive tipping points: in clean energy and in
our growing recognition that prosperity,
security, and health depend on stable
ecological systems and strong social
foundations.

To address the multiple cascading crises
before us, including, biodiversity loss,
pollution, climate change, health, and
affordability, capital flows need to be
directed towards renewable and clean energy
projects, restoration of nature, (mitigation)
and towards community-led resilience
building initiatives (adaptation).

There is still time to set Canada on the path
to ecologically and socially sustainable

prosperity. Indeed, we can lead the global
transition. However, we must recognize
natural laws as guardrails within which
governance must operate. Policy must drive
sustainable competitiveness which can only
be achieved through efficient governance
that recognizes natural capital, social capital,
and intellectual capital, as well as resource
efficiency, as part of a holistic approach to
economic sustainability (Figure 1). Together,
these six pillars can be used to define
national performance and outlook.:
Measuring what drives sustainable
competitiveness is a comprehensive
alternative to gross domestic product.?

Natural Capital
The given natural environment, including the availability of
resources, and the level of the depletion of those resources

Resource Efficiency & Intensity
The efficiency of using available resources as a measurement

of operational competitiveness in a resource-constraint World

Social Capital
Health, security, freedom, equality and life satisfaction within a

country

Intellectual Capital & Innovation

The capability to generate wealth and jobs through innovation
and value-added industries in the globalised markets

Economic Sustainability
Economic Sustainability & Competitiveness reflects the ability
to generate wealth through sustainable economic

development

@ Governance Efficiency
Results of core state areas and investments - infrastructure,

market and employment structure, the provision of a

framework for sustained and sustainable wealth generation

Figure 1: Sustainable Competitiveness. Source: SolAbility, licensed under CC BY-NC-SA 4.0°
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Partl: The Cost of Global Warming to
Canadians and Governments

Box 1: Indigenous and Northern Impacts of
Global Warming*

Loss of traditional hunting and fishing

Extreme heat, flooding, wildfire, and wildfire grounds
smoke already impose substantial economic Permafrost thaw damaging homes,

and health costs on Canadians, Indigenous

roads, and infrastructure
Disruption of seasonal calendars and

communities (Box 1), and all levels of traditional knowledge systems

government (Table 1).

Disproportionate health burden in
northern and remote communities

Table 1: Impacts of Wildfire, Wildfire Smoke, Extreme Heat, and Flooding in Canada

3{E] 4 Health and Economic Cost

Wildfire

In 2016 total insured losses from the Fort McMurray wildfire totalled $6.5B°
In 2023 insured losses from three wildfires that burned across Canada
totalled nearly $1B.°

Insured losses from the 2024 Jasper wildfire are estimated to be about
$1.3B"7#

Wildfire Smoke

Responsible for emergency hospitalizations across BC, AB, ON, & QC

In June 2023 a single week of wildfire smoke was estimated to have cost
Ontario over $1.2B in health impacts including premature deaths, increased
hospital visits, and health emergencies.’

Smoke from larger & more frequent wildfires is exacerbating asthma across
parts of Western Canada'’

Extreme Heat .

Heat domes in BC (2021) caused 619 excess deaths in one week — the
deadliest weather event in Canadian history'!

In Quebec high temperatures have been associated with 470 deaths, 225
hospitalizations, 36,000 emergency department visits, 7,200 ambulance
transports, and 15,000 calls to Info-Santé per year'?

Flooding

The most frequent and most damaging natural disaster in Canada is
flooding."®

Between 2014 and 2023 catastrophic insured losses from flooding averaged
almost $800 million per year.'*

Currently flood insurance coverage is only available in low- or medium-risk
areas which leaves homeowners or governments responsible for a large part
of the cost of residential property losses.'”

The cost of extreme weather and wildfire Canada indicates that total insured losses

continues to trend upward. The most recent due to severe weather were $9.4 billion
data available from the Insurance Bureau of (adjusted to 2025 dollars) in 2024 (Figure 2).1°

Page | 4


https://www.nccih.ca/Publications/Lists/Publications/Attachments/10367/Climate_Change_and_Indigenous_Peoples_Health_EN_Web_2022-03-22.pdf
https://www.ibc.ca/news-insights/news/severe-weather-related-insured-losses-in-canada-exceed-2-4-billion-in-2025
https://www.ibc.ca/news-insights/news/severe-weather-in-2023-caused-over-3-1-billion-in-insured-damage
https://www.ibc.ca/news-insights/news/insured-losses-from-jasper-wildfire-rise-to-just-under-1-3-billion
https://www.canada.ca/en/parks-canada/news/2025/02/government-of-canada-funding-for-2024-wildfire-season-in-parks-canada-administered-places-including-jasper-national-park-wildfire-response-recovery.html
https://climateinstitute.ca/news/fact-sheet-wildfires/
https://climateinstitute.ca/news/fact-sheet-wildfires/
https://science.gc.ca/site/science/en/blogs/science-health/surviving-heat-impacts-2021-western-heat-dome-canada
https://www.quebec.ca/en/news/actualites/detail/the-unsuspected-effects-of-extreme-heat-on-quebecs-healthcare-system-56819
https://hillnotes.ca/2025/06/16/the-home-insurance-market-and-severe-weather-events-in-canada/
https://hillnotes.ca/2025/06/16/the-home-insurance-market-and-severe-weather-events-in-canada/
https://hillnotes.ca/2025/06/16/the-home-insurance-market-and-severe-weather-events-in-canada/
https://www.ibc.ca/news-insights/news/severe-weather-related-insured-losses-in-canada-exceed-2-4-billion-in-2025

CATASTROPHIC LOSSES IN CAMADA AND TREHD 1983-2024 (indexed) 20202024 Avg
$438B

o
=3

Insured losses in
billions of dollars

$ Billion

CLAIMS COSTS IN $BILLION ($B)
loss + loss adj. expenses

Sources: 1983-2007: Insurance Bureau of Canada, PCS Canada, Swiss Re, Deloitte; 2008-2024: CatiQ, IBC, 2024; amounts in 2024 dollars

—

2015-2019 Avg.
$268B

Source: Insurance Bureau of Canada, CatIQ

Figure 2: Catastrophic Losses in Canada and the Trend from 1983 to 2024. Adapted from: Insurance Bureau of Canada

(2024).17.18

Part ll: Understanding the Economy-
Environment Nexus

Humans are among the most significant
influences shaping the planet.X? Therefore,
ensuring all species, including humans, can
thrive requires a deep understanding of the
multitude of ways people interact with the
environment, and ultimately affect change on
Earth systems.2

The planetary boundaries framework
underscores the rising risks associated with
human pressure on nine critical global
processes necessary for the regulation,
stability, and resilience of the planet.2! This
framework informs our understanding of the
state of Earth system functioning and defines
the limits for safe operation.22 These limits
are known as planetary boundaries.

What are Planetary Boundaries?

Planetary boundaries are interdependent
quantitative assessments of the safe limits
for human pressure on nine Earth systems.22

Given that Earth’s systems are
interconnected any action that affects one
process in the framework will affect the risks
of the other processes.?* All nine boundaries
must be respected to maintain the stability
of Earth’s systems and the safe operating
space for humanity.2 Therefore, decision-
making on sustainability must take a holistic
approach and consider all planetary
boundaries rather than any one in isolation.2®

Historically, the stability of these systems
has been maintained through complex
interactions of biophysical processes within
the systems themselves.?’ This stability not
only supported but also made possible, the
development and prosperity of human
societies up to now.2 However,
transgressing these boundaries increases the
risk of widespread abrupt or irreversible
environmental changes, and seven of the
nine planetary boundaries have already
been transgressed (Table 2).2°
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Table 2: State of Planetary Boundaries as of 2025*°

Planetary Boundary Current Status (2025)

Climate Change TRANSGRESSED

Biosphere Integrity TRANSGRESSED

Land System Change TRANSGRESSED

Freshwater Use TRANSGRESSED

Biogeochemical Flows TRANSGRESSED

Novel Entities TRANSGRESSED

Ocean Acidification TRANSGRESSED (for the first time in 2025)

Ozone Depletion SAFE ZONE
Atmospheric Aerosol Loading SAFE ZONE

Further, the conditions of all breached
boundaries are worsening.: Thus, there is an
ever-increasing risk of essential life-support
systems crossing critical thresholds that
could have severe consequences for
ecosystems, economies, and societies.*?

Planetary boundaries are not
environmental preferences. They are
operating conditions for the economy.

Irreversibility and Risk of Crossing Critical
Tipping Points

A tipping pointis the critical threshold of a
system that when transgressed can lead to a
significant, and often irreversible, change in
the state of the system.22 Crossing critical
system thresholds poses significant risk
because even small changes can setin
motion reinforcing feedback loops that can
push systems away from a stable state into a
profoundly altered state.>* For example, as
global warming pushes the global average
temperature above 1.5°C the risks of Earth’s
system tipping points increase (Box 2) and
humanity is pushed into a danger zone where
multiple tipping points pose catastrophic
risks to billions of people.®®

Box 2: Consequences of Crossing Tipping
Points

Considered the first catastrophic tipping point
to be reached, warm-water coral reefs are
crossing their thermal tipping point, leading to
unprecedented dieback that will not only result
in biodiversity loss and possible species
extinction but also threaten the livelihoods of
nearly one billion people who depend on
them.2837:38 At the same time, polar ice sheets
are approaching tipping points. Transgressing
these critical thresholds will lead to several
metres of irreversible sea-level rise that will
impact hundreds of millions of people.32

Tipping points exhibit non-linear dynamics.
Therefore, as we approach the critical
thresholds of a system, that system becomes
progressively more sensitive to change, even
seemingly minor changes.“’ Indeed, as
Earth’s systems are interconnected so too
are tipping point risks** and most of the
interactions between tipping points are
destabilizing, which means that tipping one
system increases the likelihood of tipping
another system.*? Once a tipping point is
crossed the resulting self-reinforcing
feedback loops accelerate the transition to
hugely altered states.*®

The quantity and quality of critical ecosystem
services provided to societies and economies
will abruptly change as tipping points are

crossed.* Therefore, crossing tipping points
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https://www.snexplores.org/article/coral-deaths-first-climate-tipping-point
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https://global-tipping-points.org/
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will cause significant economic and
financial risks (Figure 3). Indeed, high-
magnitude losses across multiple ecosystem
services will cause material economic and
financial risks. By enabling economic

activities linked to ecosystem tipping point
drivers within specific ecosystems, the
financial sector contributes to the
amplification of risk through feedback effects
(double materiality) (Figure 3).%°

Economic
impacts

ECONOMIC SYSTEM
Direct socioeconomic impacts
Value chain transmission
Macroeconomic effects
Limited substitution possibilities

Financial
risks

ECOSYSTEM TIPPING POINTS
Losses to multiple ecosystem services
High magnitude, irreversible Pressures
Amplified climate change on nature

FINANCIAL SYSTEM
Traditional categories of risk
Contagion

Impacts of ’
financing -
activities _ -

Figure 3: Financial Sector Amplifies Ecosystem Tipping Point Risks. Source: Marsden, Ryan-Collins, Abrams, Lenton,

reproduced from Green Central Banking (2024). 4

Economic activity is dependent on a
stable environment. Crossing tipping
points poses significant risks including
insurance risk, fiscal risk, and food
system risk.

Ecosystems as Resilience Building Infrastructure

Roads, bridges, and water/wastewater
systems are not built to withstand the
conditions of a rapidly changing climate.
Urban drainage is overwhelmed by intense
rainfall, while northern buildings are
destabilized by thawing permafrost.%’ At the
same time building codes and land-use
planning have not kept pace with the risks of
a changing climate and homes and
businesses continue to be constructed in
flood plains and wildfire-prone areas.

What are Ecosystem Services?

Ecosystems contribute to human wellbeing
through supporting, regulating, provisioning
and cultural services (Figure 4).

Supporting

Nutrient cycling, water
cycling, photosynthesis,
soil formation

Provisioning

Food, freshwater, fiber,
biomass fuel, and
natural medecine

Regulating Cultural
Air quality, water runoff, Existence values, ethical

erosion, pollination, values, recreation and
climate, natural hazard ecotourism

Figure 4: Direct and Indirect Contributions of
Ecosystem Services. Source: Earthwise Aware (n.d.). a8
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Thus, ecosystem services include the direct
and indirect contributions ecosystems make
to human wellbeing.”® Indeed, wetlands
absorb floodwaters, forests clean air,
peatlands store carbon, and grasslands
stabilize the climate while also providing
vital support for our economy, health, and
safety (Table 3).2°

In Canada, both economic success and
quality of life require investment in natural
capital along with accounting for the benefits
of ecosystem services that sustain life. This
type of investment and accounting are the
cornerstone of efficient nation-building.:

Table 3: Examples of Ecosystem Services and their Economic Significance

Significance of Canada’s Natural Capital

Services Provided by Ecosystems

Store ~150B Tonnes of Carbon)22

Systems?22

e Flood Regulation®* & Storm Surge
Buffering>>

e Pollination Supporting nearly $2.8B for
Canadian Farmers®®

e Disease Regulation through Biodiversity
Buffers®’

e Carbon Sequestration (Peatlands in Boreal

e Water Filtration & Purification for Municipal

e (Canada's forests, wetlands, and oceans
are among the most valuable natural
assets on Earth8

e Coastal & marine ecosystems support
fisheries worth $3.6B annually>2

e Natural ecosystems help prevent flooding
in 54% of urban areas & 74% of agricultural
lands within floodplains®®

e Grasslands & soils store carbon equivalent
to decades of emissions®:

From Environmental Degradation to
Environmental Regeneration

The challenge before us demands a paradigm
shift. Historically sustainable development
was believed to occur at the intersection of
economic, social, and environmental

governance (Figure 6). The concept of
sustainability has since evolved. Notions of
sustainability now recognize that without
healthy ecosystems, biodiversity, and
natural resources, there can be no
prosperity (Figure 5).

Bearable

Equitable

SUSTAINABLE
DEVELOPMENT

Viable

sustainable

Figure 5: The Evolution of Sustainability Theory. Sources: EduRev (n.d.), Graves (2018), and SPHERA. (n.d.).6% 6364
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https://www.sciencedirect.com/science/article/pii/S2667325822004150?via%3Dihub
https://edurev.in/t/178470/Shankar-IAS-Summary-of-Environmental-Impact-Assess
https://sryahwapublications.com/article/abstract/2637-5796.0104004
https://www.spherasostenible.com/our-blog/regenerative-design

Further, it is understood that a sustainable
future is about more than surviving. Itis
about thriving — it is about wellbeing for all.
In short, the values of sustainability have
shifted to an understanding that a strong
economy cannot exist without people and the
planet. Thus, realizing the full economic
potential of Canada requires moving away
from a “business-as-usual” approach, and
beyond sustainability, to environmental
restoration and regeneration (Figure 5, Box 3).

Box 3: Regeneration

Regeneration is a holistic approach that aims
not only to conserve but also to restore and
replenish ecosystems, biodiversity, and natural
resources. We need active efforts to regenerate
and revitalize ecosystems through ecosystem

restoration, reconciliation with Indigenous
Peoples, regenerative agriculture, water
conservation and management, transitioning to
renewable energy, community engagement and
collaboration, and evidence-base policy and
governance reform.

The consequences of ecosystem failure
include high economic and social costs
and when ecosystems fail governments

pay.

Part lll: Why the Current Economic Model
Is Failing

The Limitations of Gross Domestic Product

Gross domestic product growth alone does
not capture the real drivers of prosperity.
Gross domestic product measures the flow
of money through an economy: what is
spent, produced, and rebuilt. /t does not tell
us whether that activity improves the
wellbeing of people or the health of the
systems that sustain life. In fact, GDP can

grow in circumstances that reflect profound
human tragedy. Furthermore, economic
growth measured by GDP is based on the
false assumption that infinite growth on a
finite planet is possible. GDP does not
recognize the constraints of ecological limits
(Box 4).

Box 4: Gross Domestic Product Does NOT
Measure:

e The stock of natural capital being
depleted (forests, fisheries, soil, clean
air, water)

The unpaid costs externalized to
ecosystems, future generations, and
vulnerable populations

Healthcare costs

Health, wellbeing, equity, or resilience

Environmental Externalities

The economic concept recognizing the
uncompensated environmental effects of
production and consumption that affect
consumer utility and enterprise cost outside
the market mechanism are known as
environmental externalities.®> Negative
externalities lead to private production
costs that are likely to be lower than the
social costs. These indirect costs include
decreased quality of life, higher healthcare
costs, and lost production opportunities, that
could for example emerge when pollution
harms air and water quality or contaminates
food supply chains.%® The polluter pays
principle intends to encourage both
households and enterprises to internalize
externalities in their plans and budgets to
minimize environmental impacts.®’

When ecological limits are ignored,
economic risk accumulates invisibly
until it materializes suddenly.
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Part IV: Sustainable Finance and the Role
of Government

Sustainable Finance is Risk Management

Historically, finance has been evaluated
through metrics like GDP growth and
shareholder return. Yet, climate change,
inequality, and systemic risk demonstrate
that finance cannot be neutral; it actively
shapes societal outcomes. As Piketty
emphasizes, inequality and capital allocation
reflect policy choices, not market
inevitabilities.®

Sustainable finance is about reorienting
capital flows to support long-term ecological
and social wellbeing. Sustainable finance
recognizes the risks posed by climate
change, notably transition risks and physical
risk (Box 5), making financial institutions
better prepared to deal with these risks. It
also redirects capital towards mitigation and
adaptation. It recognizes that traditional
finance, when indifferent to environmental
externalities, can accelerate ecological
degradation and social inequality.®®

Box 5: Climate-Related Risk

Climate change poses two main categories of
financial risk: physical risk and transition
risks.Z2 Physical risk refers to damage to assets
or supply chains caused by climate
catastrophes like floods. Transition risks are
financial risks that will arise as the world
transitions to a low-carbon economy and
include policy changes and technological
innovations.”L Beyond financial risks,
investments in fossil fuel, mining, and coal
sectors also pose significant legal risks. The
likelihood of litigation against fossil fuel
companies is far from remote, as multiple legal
actions have already been filed against major
oil corporations in Canada.

Voluntary, market-led initiatives are
insufficient. For example, RBC recently
abandoned its publicly reported sustainable
finance goals, supposedly due to new
restrictions on environmental claims under
the Competition Act.”2 These shifts highlight
the limitations of voluntary disclosure and
the need for rigorous, enforceable standards.

Economic systems must serve people
and the planet, not profits above all.

The Role of Public Finance

Private capital alone will not drive the
transition to a low-carbon, ecologically
sound economy: public investment is
essential to overcome initial barriers and
mobilize private capital.”®> Canada’s
Sustainable Finance Action Council
emphasizes that private capital will only
flow at scale when government reduces
risk and creates supportive policy
environments.”* As of now, the federal
government gives billions of dollars in
subsidies and tax breaks to the fossil fuel
industry,” but has committed to gradually
phasing out inefficient subsidies,’® providing
an opportunity for investment in planetary
health. Federal policy and subsidy
frameworks should align finance with long-
term wellbeing and planetary health,
prioritizing emerging sectors such as clean
energy, resilient infrastructure, and health-
promoting technologies (Table 4).
Investments in these areas directly enhance
community wellbeing and democratic
participation by improving access to services
and reducing inequalities.
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Table 4: Opportunities to Align Financial Flows with Wellbeing and Planetary Health

Lever Mechanism

Federal Budgeting

taxonomy

Integrate natural capital
accounting into federal fiscal
frameworks; create a green

Opportunity for Parliament

Mandate Statistics Canada to
publish comprehensive wealth
alongside GDP

Crown Corporations

Align BDC, EDC, and
infrastructure banks with climate
and biodiversity commitments

Require climate stress testing
and transition planning from
Crown entities; Pass Bill S-238,
the Climate Aligned Finance Act

Federally Regulated Financial
Institutions (FRFIs)

Require FRFIs to disclose
climate-related risk and putin
place transition plans

Pass Bill S-238, the Climate
Aligned Finance Act

Taxation

incentives

Existing carbon price provides a
price signal; gaps remain in
biodiversity and land-use

Extend environmental fiscal
reform to align incentives with
planetary health goals

Public Procurement

Federal procurement (~$22B
annually)’’ can drive demand for | procurement standards and
sustainable goods and services

Embed sustainability criteria in

supplier requirements

These shifts should be paired with a just
transition that protects workers and
communities through retraining, regional
economic diversification, and income
supports, ensuring economic transformation
strengthens both livelihoods and ecological
resilience. Legislation that can help advance
ajust transition has already been passed by
Parliament, including the Canadian
Sustainable Jobs Act, the National Strategy
Respecting Environmental Racism and
Environmental Justice Act and the United
Nations Declaration on the Rights of
Indigenous Peoples Act.

PartV: Towards a Wellbeing Economic
Model

Canada has the tools necessary to move
towards an economic model that works

within planetary limits. By taking a wellbeing
for all approach Canada can move past
antiquated economic assumptions and
move towards ecologically and socially
sustainable prosperity.

The Planetary Commons Framework

The concept of the planetary commons
expands the traditional idea of “global
commons” — shared resources like the high
seas that lie beyond national jurisdiction (Box
6). The planetary commons are not just
geographic spaces but the critical
biophysical functions and regulatory systems
upon which all life, all economies, and all
governance depend, irrespective of where
they physically reside.”®
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Box 6: Canada as Custodian of Planetary Commons

Canada holds a disproportionate share of the world’s most critical planetary
commons:
o ~25% of the world’s remaining intact boreal forest’?— a critical carbon sink
and biodiversity reservoir.®

~20% of the world’s surface freshwater,®' including the Great Lakes and Arctic
watersheds

Vast marine ecosystems across three ocean coasts
Permafrost storing over 200 billion tonnes of carbon® — over half of boreal
peatlands are distributed in permafrost regions®?

The governance obligation is correspondingly large.

What this demands of governance is a
fundamental shift in thinking, moving beyond
thinking just about shared resources and
towards the functions of the Earth systems —
climate regulation, hydrological cycling,
biological diversity maintenance, and
biogeochemical flows that keep the planet
habitable. These functions belong to
everyone and to every generation that
follows. They are, in the fullest sense, our
common inheritance.®

Domestically, the planetary commons
framework provides Parliament with a
coherent organizing principle for a wellbeing
economy: governance must simultaneously
secure a social foundation (access to health,
housing, food, and dignity) while respecting
an ecological ceiling defined by the
boundaries of Earth’s regulatory systems.®
These are not competing goals. A
destabilized climate and collapsed
biodiversity will ultimately undermine the
very social programs Parliament works to
fund and protect. Conversely, a just and
healthy society is far better positioned to
invest in, and insist upon, the long-term
protection of planetary systems.

Markets are not pricing planetary risk
correctly. The wellbeing economy is not
an alternative to prosperity. Within
planetary limits, it is the only form of
prosperity that endures.®®

Circular, Low-Carbon, and Regenerative
Economies

The transition to a low-carbon economy is
mandated by law. The Canadian Net-Zero
Emissions Accountability Act (CNZEAA),
which became law in June 2021 aims for

Canada to achieve net-zero greenhouse gas
(GHG) emissions by 2050. It requires the
government to set five-year emissions
reduction targets, beginning with 2030 (40-
45% below 2005 levels), and create
transparent, independently reviewed
accountability reports.8” Achieving Canada’s
goals will profoundly influence good living
standards and robust health.

The transition to a low-carbon economy
cannot be treated solely as an environmental
fix. Rather, it must be understood as a
comprehensive strategy for human
wellbeing that strengthens community
resilience, health systems, digital and
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physical infrastructure, and democratic

participation (Table 5).

renewables, retrofitting buildings, and low-

carbon services®®—while improving health

outcomes and social cohesion.

Climate mitigation and adaptation expand
economic opportunity creating jobs in

Table 5: Economic Opportunities for Canada to Advance Wellbeing for All

Economic Strategy

Core Principles

Canadian Opportunities

Circular Economy

Design waste out of production
systems; keep materials in use at
highest value; regenerate natural
systems

Manufacturing innovation, zero-
waste public infrastructure,
extended producer responsibility
legislation for packaging and
electronics

Low-Carbon Economy

Systematically reduce and
ultimately eliminate net GHG
emissions across energy,
industry, transport, and buildings

Clean electricity grid expansion,
deep building retrofit programs,
clean transportation incentives

Regenerative Agriculture

Farm and manage land in ways
that restore soil health,
biodiversity, and water cycles
rather than degrading them

Soil carbon incentive programs,
agri-environmental payment
systems, support for Indigenous
food sovereignty

Nature-Based Solutions

Use natural processes — wetland
restoration, urban forests,
coastal protection — to deliver
climate mitigation, adaptation,
and health benefits
simultaneously

Boreal forest protection, urban
tree canopy programs, coastal
wetland restoration, national
parks expansion, integrated
water management

Transitioning to a Wellbeing Society

The shift to a wellbeing economy is ultimately
a social and political project. It requires a
society-wide conversation about what we
value, what we want to sustain, and what
kind of Canada we wish to pass on to future
generations. Achieving Canada’s climate
commitments and advancing reconciliation
with Indigenous communities will require
structural transformations across energy,
transport, buildings, and industry sectors.
They also require a transformation of how
we think about economic concepts such as
growth and wealth. We must move beyond
using GDP as the sole measure of prosperity

and consider other measures such as health,
equity and sustainability.

Several nations — New Zealand,2 Iceland,®®
Scotland,? Finland,%? and Wales?® — have
adopted formal wellbeing budgeting
frameworks that explicitly balance economic,
social, and environmental objectives in fiscal
decision-making. These practical governance
tools have survived changes of government
because they reflect durable public values.

A good life for all begins with smarter
growth. It is the responsibility of
governments to balance economic,
social, and environmental objectives in
fiscal decision-making.
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Part VI: Governing Within Limits,
Governing for A Good Life

Actionable Policy

Protecting nature is about more than
environmental stability and ecosystem
resilience. Nature forms the foundation on
which our society functions. It provides the
fundamental necessities of life, essential
resources, and ecosystem services required
for wellbeing. Indeed, quality of life is
fundamentally dependent on regenerating
and protecting nature.?* Therefore, nation
building must be synonymous with building
resilience. Investing in resilient
infrastructure, including ecosystem
restoration, provides Canada with a unique
opportunity to not only protect nature, which
is a fundamental part of Canadian self-
identity and history, but also establish a
strong foundation for economic growth. As
Minister of National Defence, the Honourable
David McGuinty has noted, ““we can’t
replace nature — there is no substitute. Our
national and natural security are inextricably
linked."%

A prosperous future is dependent on
preventing planetary boundary transgression,
reversing transgressions that have already
happened, and on adapting to the impacts of
transgressions that have occurred. Indeed,
for a thriving economy and society, mitigation
and adaptation must be part of Canada’s
economic, social, and environmental policy
framework. The transition to a low-carbon
economy is already mandated by the
CNZEAA. The next steps require alignment of
capital flows with national resilience and a
robust climate risk disclosure framework.
This will necessarily require the phase out of
inefficient subsidies to a variety of economic

sectors. At the same time, adaptive
strategies could include advancing legislation
that supports the growth of a circular
economy and aligning federal procurement
with national resilience.

A modern budget must serve more than the
economic needs of a nation. It must seek to
improve and preserve social and
environmental conditions as a fundamental
part of fiscal responsibility. Antiquated
budgets cling to the idea that a strong
economy can only be achieved through a
budget based on resource extraction,
defence, and a hyper-fixation on growth and
gross domestic product. However,
governments must take a pragmatic
approach to fiscal planning by designing
budgets that support the health and
wellbeing of citizens and the environment.

Other G7 economies already have green and
transition taxonomies and are redirecting
investments toward clean growth. Canada
needs a clear framework to guide the
financial sector in mitigating climate risk,
redirecting capital toward resilience and
decarbonization, and reporting transparently
on progress. Furthermore, governments
around the world are starting to reshape
budgetary policy by adopting formal
wellbeing budgeting frameworks that
explicitly balance economic, social, and
environmental objectives in fiscal decision-
making.

The tools necessary to position Canada as a
global leader in the transition and among the
highest rated for quality of life are already
available. Canada’s Quality of Life
Framework (QLF) links data on key indicators
across five domains; prosperity, society,
health, environment, and good governance,
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as well as three central indicators which
include life satisfaction, sense of meaning
and purpose, and future outlook.® This
framework provides critical data that
governments use to understand and improve
the state of equitable and sustainable well-
being in Canada.?’ Indeed the
implementation of the QLF in Canada, at the
federal level has already begun and the
framework is being applied to the federal
budget process.®® Since 2021, to understand
the impacts of the budget on quality of life
new spending proposals have integrated an
assessment of the expected impacts.? The
integration of quality of life in the budgeting

Recommendations:

process could be further advanced by
integrating planetary limits into the budgeting
framework to ensure the economy operates
within the constraints imposed by natural
systems.

As part of arigorous transparency and
accountability reporting mechanism a new
budget that integrates both the QLF and
planetary limits could be evaluated based on
a national measure of comprehensive
wealth. To this end the mandate of Statistics
Canada could be expanded to include the
completion of a national measure of
comprehensive wealth each year.

Integrate Planetary Limits into Budgeting

Adopt Wellbeing Indicators (StatsCan Mandate)
Legislate Climate Risk Disclosure & Mitigation, as well
as Transition Planning (Financial System)

Legislate Biodiversity Protection

Phase Out Inefficient Subsidies

Invest in Resilient Infrastructure

Support Circular Economy Legislation

Align Federal Procurement with National Resilience
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