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EXECUTIVE
SUMMARY

In 2019, the United Nations Environment Programme (UNEP) reported that
“unless global greenhouse gas emissions fall by 7.6 percent each year between
2020 and 2030, the world will miss the opportunity to get on track towards the

1.5°C temperature goal of the Paris Agreement.”

It used to be difficult to conceptualize what kind of global commitment was
necessary to achieve these emissions reductions. But in the age of COVID-19,
the scale of this commitment has become clear. In fact, according to the

International Energy Agency (IEA), 2020 emissions are expected to fall by eight

percent compared to 2019.

In other words, it took a worldwide economic lockdown to achieve the scale of
emissions reductions that the U.N. says are needed for the next decade.
However, as noted by foreign policy academic Walter Russell Mead in a recent

Wall Street Journal column, “most of the measures that led to the drop in

emissions aren’t economically sustainable.”

So what might an economically sustainable approach to emissions reduction
look like? This New Center issue brief has some ideas on where to start, and
explores how environmental and energy policy and politics are shifting during

this historic pandemic.



https://www.unenvironment.org/news-and-stories/press-release/cut-global-emissions-76-percent-every-year-next-decade-meet-15degc
https://www.iea.org/reports/global-energy-review-2020
https://www.wsj.com/articles/coronavirus-and-the-climate-11592235174
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GREENHOUSE GAS EMISSIONS: HISTORIC
DECLINE, QUICK RECOVERY

The U.S. Environmental Protection Agency (EPA) considers various human activities to be “responsible for
almost all of the increase in greenhouse gases in the atmosphere over the last 150 years.” According to

ClimateWatch data from the World Resources Institute, this ever-increasing human activity emitted 49.8 billion

metric tonnes of greenhouse gases (GHG) into the atmosphere in 2016. GHGs include carbon dioxide (CO2),
methane (CH4), nitrous oxide (N20), and fluorinated gases (F-gases). Sectors that contributed the most to total
GHG emissions in 2016 were electricity and heat (30%), transportation (15%), and manufacturing and
construction (12%). These sectors, in turn, were the most heavily affected when governments instituted
lockdowns in early 2020 to battle the COVID-19 pandemic.

While lockdown measures vary by country, they generally constitute some combination of stay-at-home orders,
travel restrictions, and business closures (with exceptions made for those providing essential services). According

to the International Energy Agency’s (IEA) Global Energy Review 2020, in Q1 2020 global road transport activity

declined by 50% and global aviation activity declined by 60%, compared to the 2019 average. Electricity demand

also took a hit, with a 20% decrease during full lockdowns.

According to the IEA, its projection of an eight percent emissions decline in 2020 “would be the largest ever, six

times larger than the previous record reduction of 0.4 Gt in 2009 due to the financial crisis and twice as large as
the combined total of all previous reductions since the end of World War II.” In the United States, emissions were
nine percent lower in Q1 2020 than they were in Q1 2019. In its June 2020 Short-Term Energy Outlook, the U.S.

Energy Information Administration (EIA) predicts that U.S. energy-related carbon dioxide (CO2) emissions will

decrease by 14% in 2020, compared to a 2.8% decrease in 2019. These reductions are not expected to last long,
however; the EIA predicts that energy-related CO2 emissions will increase again by five percent in 2021. And

according to a May 2020 study in Nature, global emissions will soon start rising once again too.

ANNUAL CHANGE IN GLOBAL ENERGY-RELATED CO2 EMISSIONS, 2000-2020 (IN GIGATONS)
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Source: International Energy Agency


https://www.epa.gov/ghgemissions/sources-greenhouse-gas-emissions#:~:text=Human%20activities%20are%20responsible%20for,over%20the%20last%20150%20years.&text=The%20largest%20source%20of%20greenhouse,electricity%2C%20heat%2C%20and%20transportation.
https://www.climatewatchdata.org/
https://www.wri.org/blog/2020/02/greenhouse-gas-emissions-by-country-sector#:~:text=Within%20the%20energy%20sector%2C%20generation,12%25%20of%20total%20emissions).
https://www.iea.org/reports/global-energy-review-2020
https://www.iea.org/reports/global-energy-review-2020/global-energy-and-co2-emissions-in-2020#abstract
https://www.eia.gov/outlooks/steo/pdf/steo_full.pdf
https://www.nature.com/articles/s41558-020-0797-x
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REDUCTIONS IN ELECTRICITY DEMAND
AND CONSUMPTION

On average, the IEA found that “every month of full lockdown reduced [electricity] demand by 20% on average,
or over 1.5% on an annual basis.” Italy, which experienced one of the deadliest COVID-19 outbreaks in Europe,
experienced close to a 30% reduction in electricity demand just 30 days into their full lockdown. Overall, the IEA

predicts that by the end of the year, global electricity demand will have decreased by five percent.

In the United States, electricity consumption will have decreased by 5.7% in 2020 compared to 2019 consumption
levels, according to EIA estimates. The commercial sector is expected to experience the highest decline (9.1%)
followed by the industrial sector (6.7%) and residential sector (1.5%). The summer months in particular are
expected to feature historic declines in consumption, with the EIA predicting “U.S. electricity demand to total 998
billion kilowatthours this summer (June through August), the lowest level of summer electricity consumption in
the United States since 2009 and 5% less than last summer.” Before the COVID-19 crisis, natural gas and
renewables accounted for a growing share of American energy consumption at the expense of coal and nuclear.
The EIA expects this trend to continue in 2020.

RELAXING OF ENVIRONMENTAL RULES
AND REGULATIONS

In recent months, the Trump administration has loosened or eliminated several environmental rules and
regulations, which it believes necessary to help companies and industries recover from the consequences of

COVID-19 lockdown measures.

On March 26, the Environmental Protection Agency (EPA) announced it will stop seeking penalties for facilities
that are unable to comply with the agency’s emissions enforcement, monitoring, and reporting requirements.
Facilities seeking this enforcement discretion will need to meet certain general conditions, including making
good-faith efforts to comply with existing environmental regulations. If they cannot comply, they must do their
best to minimize their environmental impact, document noncompliance, and take steps to return to compliance
as soon as possible. The enforcement discretion policy does not apply to criminal violations of the law, nor does it

apply to activities carried out under Superfund programs, RCRA Corrective Action Cleanup Enforcement, or

pesticide product imports. The EPA has no set end date for the policy, but emphasizes that facilities are expected

to return to full compliance once the policy is no longer in effect.

In response to the EPA’s COVID-19 enforcement discretion policy, nine states—New York, California, Illinois,

Maryland, Michigan, Minnesota, Oregon, Vermont, and Virginia—filed a complaint against the EPA in the United

States District Court for the Southern District of New York. In the complaint, states claim that the policy: (a)
exceeds EPA’s authority; (b) was adopted arbitrarily and capriciously without regard for public health; (c) runs
contrary to EPA’s responsibility as a primary enforcement authority; and (d) was issued without a usual notice-

and-comment review period.


https://www.iea.org/reports/global-energy-review-2020/electricity#abstract
https://www.eia.gov/outlooks/steo/
https://www.eia.gov/todayinenergy/detail.php?id=44055
https://www.epa.gov/newsreleases/epa-announces-enforcement-discretion-policy-covid-19-pandemic
https://www.epa.gov/superfund
https://www.epa.gov/enforcement/rcra-corrective-action-cleanup-enforcement
https://ag.ny.gov/sites/default/files/new_york_v._epa_complaint.filed_.pdf
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On June 4, 2020, President Trump signed an Executive Order giving federal agencies leeway to make alternative
arrangements with the White House Council on Environmental Quality (CEQ) to comply with the National
Environmental Policy Act (NEPA) when “emergency circumstances make it necessary to take actions with
significant environmental impacts without observing the regulations.” While the Trump administration has

described laws like NEPA as causing “unnecessary regulatory delays,” previous New Center publications have

noted that there is little evidence to support or reject this claim. A Government Accountability Office (GAO)
report from April 2014 determined that there was minimal data available from federal agencies on how many
NEPA analyses are being conducted, as well as the costs and benefits of completing them.

ESG INVESTING: A CHANGING TIDE?

ESG (Environmental, Social, Governance) investing describes an investing approach that evaluates an asset’s
ability to both generate financial returns and enhance several broader measures of societal well-being. According
to a 2019 survey from financial services firm Morgan Stanley, 85% of the general population was interested in

sustainable investing, up from 71% in 2015. Among millennial investors, interest is even higher; in 2019, 95% were
interested in sustainable investing. But this same survey found actual adoption of sustainable investing lags
behind interest. In 2019, only 52% of the general population took “part in at least one sustainable investing
activity,” compared to 67% of millennial investors. This imbalance is reflected in macro-level global energy
investment trends. According to the IEA, in the years running up to 2015, global investments in clean energy and
efficiency were on the rise. Since then, they have hit a plateau, and are expected to take a hit in 2020 as total
global energy investment is projected to decline by 20% compared to 2019 levels. Stagnant trends in investment,
now exacerbated by a global pandemic, led the EIA to conclude that “a flat trend of spending since 2015 is far

from enough to bring a lasting reduction in emissions.”

GLOBAL INVESTMENT IN CLEAN ENERGY AND EFFICIENCY AND
SHARE IN TOTAL INVESTMENT, 2015-2020 (IN BILLION USD)
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Source: International Energy Agency


https://www.morganstanley.com/ideas/sustainable-investing-growing-interest-and-adoption
https://www.iea.org/reports/world-energy-investment-2020/key-findings#abstract
https://www.whitehouse.gov/presidential-actions/eo-accelerating-nations-economic-recovery-covid-19-emergency-expediting-infrastructure-investments-activities/
https://newcenter.org/policy_paper/protecting-americas-public-lands/
https://www.gao.gov/assets/670/662546.pdf
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WHERE DO WE GO FROM HERE?

Although the world will reach the U.N. emissions reduction targets for 2020, it will do so through economically
ruinous lockdown measures that no one hopes we have to repeat in the decade ahead. How, then, could the United
States contribute its share of global emissions reductions? The only answer is through investing in, innovating,

and deploying diverse technologies that contribute to a cleaner energy system.

FEDERAL R&D FUNDING FOR BREAKTHROUGH ENERGY TECHNOLOGIES

In 2018, the Department of Energy received $15 billion for energy research and development (R&D) and related
activities. These funds went toward advancing work on nuclear energy technologies, reactor concepts, renewable
energy resources, carbon capture, advanced energy systems, and electricity efficiency. Of that $15 billion, ARPA-E
(the Advanced Research Projects Agency-Energy)—which funds some of the most ambitious and cutting-edge

energy research—only received $353 million.

The American Energy Innovation Council—a project of the Bipartisan Policy Center—recommended that the
budget for ARPA-E should be at least tripled to over $1 billion per year.

Although this would represent a significant funding increase, it would still pale in comparison to the amount the
U.S. government spends on defense R&D. In 2018, the Department of Defense spent $805 billion, $93.5 billion of

which was for RDT&E (research, development, test, and evaluation).

With increased funding, the Department of Energy would be able to explore and invest in several possible
breakthrough energy technologies, like carbon capture and storage, energy and battery storage, and next

generation and modular nuclear reactors.

CARBON TAX AND DIVIDEND

The COVID-19 outbreak has America mired in the worst economic and employment crisis since the Great

Depression, which makes any effort to raise taxes even harder politically than usual.

But it remains the case that putting a price on carbon could send a powerful market signal to entrepreneurs and
innovators that clean energy technologies are a worthy investment, and would likewise send a signal to polluters

that their emissions come with a price tag.

To achieve revenue neutrality, Congress could distribute a dividend to American households and communities
dependent on fossil fuels to offset rising prices associated with the tax. Alternatively, Congress could employ a tax

shift and reduce certain federal taxes (i.e., income taxes and payroll taxes).


https://fas.org/sgp/crs/misc/R45150.pdf
http://americanenergyinnovation.org/2018/11/energy-innovation-fueling-americas-economic-engine/
https://fas.org/sgp/crs/misc/R45150.pdf
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TECHNOLOGY-NEUTRAL CLEAN ENERGY TAX CREDITS

Rather than prolonging or increasing tax credits that benefit only specific clean energy technologies like solar and
wind, next-generation tax credits should be designed to favor promising, emerging technologies over maturing
ones. By developing a system where tax credits are awarded based on whether they work towards the goal of
achieving a low carbon power system, any clean energy technology that meets certain functional goals of
decarbonization would be eligible to receive the credit.

DEVELOPING AND DEPLOYING NUCLEAR ENERGY

For all the promise and progress of renewable energy sources like wind and solar, they still only account for 17%
of America’s electricity generation due to their intermittency, low storage capabilities, land requirements, and

reliance on rare earth minerals.

Nuclear power remains the one low-carbon power source capable of producing massive quantities of energy to

complement other renewable sources, and it deserves attention and action from Congress.

A price on carbon, for example, would make market conditions conducive to preserving America’s current
nuclear fleet while opening the door to further development with a focus on deploying small modular reactors.
Increased investments in Department of Energy projects and initiatives such as the “Advanced SMR R&D
Program,” the “U.S. Industry Opportunities for Advanced Nuclear Technology Development”, and other programs
could spur technological innovations that could make nuclear energy even more safe, reliable, and profitable,
such as advanced reactors and fuels.

Even as the United States works to revitalize its domestic nuclear power industry, it must also help other
countries do the same. The United States only accounts for 15% of global GHG emissions, so reducing the world’s
climate emissions will require deploying more nuclear power in both developing and developed countries. If the
U.S. can reassert its leadership in nuclear technology and export it, it will provide us with an edge against an

increasingly competitive Russia and China while contributing to global GHG emissions reductions.




