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Outline

* Background on emissions reductions since 2005
* Overview of policies
* Assessment of policies



Biden Climate Targets
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Emission Reductions Since 2005
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Overview of US Policies

* Federal and state policy survey
* Impacts of federal policy
* Headwinds



Federal Funding Increasing
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90
80
70
60
50
40
30
20
10

0

- Tax Expenditures

Appropriations

2009-2017

IRA

CHIPS

. Jobs Act

2022-2027



Inflation Reduction Act (IRA)
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Electrify Everything!



Biden Regulatory Push



Social Cost of Carbon

* Initially used in analysis for approving
new federal regulations
e US fuel economy standards
* Some states using SCC to price zero-
carbon subsidies

* Many companies use SCC for internal
carbon pricing
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Sub-Federal Policies

e Carbon pricing in California and RGGI
e Other policies



California Allowance Prices



Regional Greenhouse Gas Inventory Prices
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Assessing Federal Policy

* Will current policies achieve Biden’s NDC?
* What will IRA cost?

* Will it create jobs to offset lost jobs in fossil-fuel sector?

e What are the headwinds?



IRA Emissions Impact

H < Biden NDC |

Bistline, Mehrotra, and Wolfram (2023)



IRA Costs Are Highly Uncertain

Bistline, Mehrotra, and Wolfram (2023)



Policy Choices

* Raise the cost of carbon-polluting energy sources?
e Carbon tax

* Lower the cost of carbon-free energy sources?
* Clean energy subsidies

* Direct regulation



Policy Choices

* Bistline et al (2023) compare a carbon tax that yields same emission
reduction path as the IRA between now and 2035
* Relies on less coal and wind/solar and more natural gas
* |IRA lowers energy prices while carbon tax raises them

* Carbon tax achieves same CO, emission reduction at much lower cost

* IRA average abatement cost of $45 — S61 per ton CO, reduction
e Carbon Tax average abatement cost of $10 per ton CO, reduction

* Finkelstein Shapiro and Metcalf (2023) find a carbon tax in the $15
range achieves Biden Administration emission reduction target



2025 Clean Electricity Tax Credits
Other (capped)
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Energy Community under IRA

* Brownfield sites
* High fossil-fuel employment or tax-reliant communities

e Coal communities
 Coal mine has closed after 1999
* Coal-fired power plant has closed after 2009



Graham and Knittel (2024)



Graham and Knittel (2024)



Graham and Knittel (2024)



Investments Flowing Into Economically Distressed Areas

Parilla et al. (2024)



Investments Flowing Into Economically Distressed Areas

Parilla et al. (2024)



Electrify Everything!

Some Headwinds



Challenges to Electrification:
Connecting to the Grid

Lawrence Berkeley National Lab (2022)



Challenges to Electrification:
Building Out the Grid

TransWest Express Transmission Project
e 3,000 MW line
 S3 billion estimated cost

2005 — Project proposed

2017 — BLM & USFS approve ROW
2020 — State & county permitting
completed

2023 — BLM issues Notice to Proceed
2027 — Estimated completion date



Challenges to Electrification:
The Last Mile Problem




Additional Headwinds

* Global energy headwinds
e Ukraine War and NG demand

* Judicial headwinds
* Major questions doctrine

* Congressional headwinds
* Presidential election

“IT]he next conservative Administration should withdraw the U.S. from the U.N. Framework
Convention on Climate Change and the Paris Agreement.

“The next Administration should use Treasury’s tools and authority to promote investment in
domestic energy, including oil and gas.”
-- Project 2025



summing Up

* Biden Administration committed to strong climate goals
* But achieving the Administration NDC may be challenging
* Uncertainty about future policy

* IRA is a costly approach to lowering emissions
e Butit’s the only game in town



