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EU Climate Change Proposals

The EU’s proposals to tackle climate change fall under its framework of a “European Green
Deal”, created and updated from its previous strategy after it declared a ‘Climate Emergency’
in November 2019.[1] Overall, this is a comprehensive policy package that operates on a joint
reform and mitigation basis which might crudely be put as ‘carrot and stick’.

The Stick-Binding Climate Targets for States and Industry

On the one hand the EU seeks to enforce strict climate targets enshrined in law for its member
states at successive stages. The Union aims to be by 2050 the “world’s first climate-neutral
continent” by successively increasing energy production from renewable sources and limiting
greenhouse emissions.[2] The burden aims to be fairly shared through specific “national
emission reduction goals” which will vary between Member states according to their ability,
geographic circumstances and wealth.[3]

Concurrently, across the EU certain companies identified as being heavy polluters, such as
airlines, and those operating industrial plants or power stations will be integrated into the EU’s
“Emissions Trading System” (ETS), the world's first and largest carbon market. The ETS
operates by mandating polluting companies to purchase “emission allowances” to
quantitatively match their emissions. They may also additionally purchase a limited number of
“international credits” from emission-saving projects worldwide to increase their emissions
allowance. If at each year's end their emission allowances do not cover all they have emitted,
they face heavy financial penalties. Unspent allowances can be taken into the next year,
encouraging emission-saving investment to keep long-term costs down. The ETS will thus
force companies over-time to invest in ways to keep their emissions low to remain competitive
within the single market.[4]

There are three key chronologically ordered policy plans and target dates for the EU to
implement its vision of climate neutrality. The first is the 2020 Climate and Energy Package in
which three key EU-wide targets are set. The objective is a 20% cut in greenhouse gas
emissions from 1990 levels, a move to renewables, and improvement in energy efficiency.

The second is the 2030 Climate Target plan, in which the EU commits to cutting 55% of
greenhouse gas emissions by 2030. This plan operates alongside a push to stimulate the
creation of green jobs through extra financial packages, and an aim to convince external
partners of the need to limit global temperature rises to the Paris Agreements ideal 1.5°C.[5]

The third, and most ambitious, is the 2050 long-term strategy. It aims for a climate-neutral
Europe by 2050 [6] All plans are to be achieved through a fair distribution of member-state
effort and cost, taking into account their specific contexts.



The Carrot: A New Deal and Financial Aid

The EU seeks to meet these strict targets by providing a degree of financial encouragement to
its Members. EU expenditure plans going forward will focus on the Paris Climate objective.[7]
The EU also aims to reorientate its regional economy towards a green and sustainable footing
that is globally competitive.[8]

It aims to maintain social cohesion and public support during this process through its “Climate
Pact”, which aims to inform and support public discourse on the dangers of climate change as
well as foster innovative ideas to tackle climate related challenges.[9] Concurrently, it hopes
to materially support EU citizens and states via financial support, primarily through the “Just
Transition Mechanism”. The burden of this shift to a new economic footing for governments
and industries is to be shared among Members as needed in an attempt to limit the economic
and social upheaval that comes with such a radical transition.[10]

Key Challenges
Macro-level - Politics and Society
Specific to states and stability;
I. Consensus based political structure:

Among the three states this report explores, the European Union’s Members retain most of
their sovereignty over the vast majority of domestic and foreign policy issues. The EU itself is
limited in only being able to provide an overarching framework that must be majority supported
by its MEP’s and endorsed by its council, consisting of Members national representatives. The
EU thus must carefully work alongside, and consider each of its individual states interests,
contexts and aims. Currently negotiation over climate policy has seen one state, Poland, drop
out of the legislative framework,[11] and others simply not fulfil their requirements [12] based
partly on shifting individual national priorities. For instance, Poland is more concerned about
energy independence than renewables with its strategic energy adviser estimating it will
continue to get 40-50% of its energy from coal in 2040.[13]

II. Geo-economic divides on climate change policy:

The lack of consensus on climate change reflects the EU’s geo-economic divides on broadly
East and West lines. Eastern Europe is comparatively less wealthy than its western counterpart,
[14] with lower median income for citizens compared to the EU average. Eastern states have
concentrated their comparatively limited economic and political capital in attempting to raise
living standards and economic opportunities,[15] rather than modernizing their industry and
power infrastructure on renewable lines. They subsequently continue to use more fossil fuels
than elsewhere in the EU.[16] Poland’s largest utility company has highlighted that the EU
2030 target of a 55% cut in emissions is “impossible” for Poland, as it cannot bear the
“technical, economic or social” costs of re-orientating its energy infrastructure and economy
in such little time without a significant increase in EU funding.[17] It estimated that the process
to achieve the EU’s 2050 target would cost Poland €206 billion to renovate its energy



infrastructure, while EU funds for that purpose fall far short of this sum, and have to be shared
among all participants.[18] However, wealthier western EU nations who are net payers to the
budget,[19] are not always able, or politically willing, to increase support.[20] A key reason
for this is that eastern Members tend to be net beneficiaries of EU funding, Poland being the
largest.[21]

III. Social divides give eastern Member states less scope for directly invasive climate
policy:

The East-West European geo-economic divide and its different political priorities filters
through, and in turn informs, social and political outlooks which are also divided. While the
EU’s political entities and societies all broadly recognize climate change as a key issue,[22]
opinion on the nature and targeting of legislation differ. On a scale of 0-10 with O being not at
all and 10 being a great deal, citizens in eastern Member states respond with an average of 4 to
the question of feeling personally responsible for reducing climate change. In wealthier western
states, the answer averages at 7. This is informed by their differing personal and economic
contexts and shapes the scope for government policy.

For instance, Poland has demanded more aid if it is to subscribe to the EU’s 2050 climate
targets to mitigate its wider perception (and greater risk) of the radical reforms causing social
and economic upheaval among its citizens. This demand had a legitimate basis as the EU
climate framework would force it to spend a significant proportion of its own state budget on
attempting to meet the targets, leaving less to spend on far more popular electoral demands like
addressing inequality or healthcare. [23] This caused tensions with the EU’s western net
contributors,[24] whose citizens are more comfortable with bearing directly some of the
economic brunt of climate change policy due to their generally higher standard of living.

IV. Political ‘Spill-over’ from other disputes:

A final issue that impacts all Members is that in the pursuit of their national interests elsewhere,
EU climate policy is prone to becoming an easy arena for competition among rival states.
Poland and Hungary for example, have threatened to veto the EU financial package for the next
7 years over a clause requiring respect for the “rule of law” in light of EU Commission criticism
of policies in both states that “limit media freedoms and the independence of the judiciary”.[25]

Micro-level - Businesses
Specific to business;
I.  Loss of export competitiveness:

The EU’s ‘stick’ approach of extra legislation, an expanding and more restrictive ETS, and
demands that businesses put extra investment into becoming climate neutral, may mean that
outside the EU single market the competitiveness of individual Members’ exports declines.
Non-EU rivals who do not face having to price these extra business costs into the products can
more easily undercut or maintain their comparative prices while the price of EU exports
increases.



1/3rd of all EU exports [26] are to countries outside the single market, and for export heavy
Members like Germany these contribute almost as significantly to their economy as single
market exports do.[27] If German exporters have to increase prices to cover the cost of the ETS
and other EU mandated climate legislation, they put at risk not only Germany’s position as a
lead global exporter, but also the 28% of German jobs that are directly or indirectly reliant on
their exports continuing to be globally competitive. Any downturn here due to climate
legislation can quickly lead to major social and economic repercussions. [28]

Challenges Summary:

With these factors in mind, the EU has performed admirably well so far. While it faced
resistance, it was able to compromise with states through further financial incentives and while
losing Poland for its 2050 target, it’s possible for renegotiation to continue. However, as the
EU’s targets ramp-up, and as states begin to implement radical policies to meet them, we can
expect there to be an increase in public awareness and tension as economic disruption and state
social spending is affected in different ways among different states. EU businesses that are
reliant on non-EU markets may find themselves with onerous regulations that allow
competitors to undercut them, creating issues with stable employment for states reliant on
industry and exports.

It is likely that eastern states will demand, and need greater financial support from the EU,
while simultaneously western Members who are net contributors will become more resistant
to further increases in aid, especially as they require greater self-investment to meet the EU’s
more radical targets approaching 2050. Compromises between meeting the needed radical
targets, increased financial support, and flexible timelines may have to be made, lest the EU’s
approach fall apart, and more states follow the example of Poland.

Key Opportunities

This is not to say the EU’s climate policy will not be successful. For its 2020 aims, it has
successfully met several key targets, including renewable energy and cutting emissions. While
work is needed for it’s more ambitious 2030 and 2050 goals, they are possible provided greater
focus and more radical policies are adopted by national governments.[29]

I. For investors and businesses:

Two key points here will aid future business opportunities. First the EU is successively turning
its loose policy framework, into an enforceable body of “climate law” applicable to all
Members.[30] Secondly, it has committed that any further additions or changes to its climate
policy must be discussed openly and in detail with public input. These moves will provide
certainty and stability during a period which would otherwise be filled with disruptive and
radical change, aiding investors and businesses expansion to make the best of the potential
opportunities with a degree of certainty and so security.



The EU wants to integrate and leverage private investment and enterprise in its plans to create
a green circular economy.[31] It hopes to do this alongside providing legal stability through a
series of funds and investment support for companies. Indeed, it has earmarked 30% of its
entire 2021-2027 budget for climate related projects.[32] This presents a myriad of
opportunities for green tech development, renewable energy, and new market opportunities
such as in carbon capture and electric cars, and state support for companies making a renewable
transition.[33]

II. For new start-ups:

The market disruption that will stem from EU member states pushing politically and legally to
create ‘climate neutral’ economies will benefit a sleuth of new businesses that are able to be
more flexible and dynamic than established companies who have long-standing commitments
and practices. It may see a European Tesla-story arise in many industries, especially as the EU
have specifically noted as wanting to lead the way globally, towards a green revolution.[34]
The EU has committed state funding to the research and development of cutting-edge tech,
which the private sector might find too risky to deliver without such support.

China Climate Change Proposals

The Chinese government acknowledges the unsustainability of its growth path, and has
attached great importance to pollution reduction, green growth and climate action in its
policymaking. In September 2020, President Xi Jinping declared that China aims for CO,
emissions to peak before 2030, and carbon neutrality to be achieved before 2060. l! As the
largest energy producer and consumer of fossil fuels, China’s actions to reduce emissions will
be a keystone of global action towards limiting global warming to 1.5C above pre-industrial
levels.

The Chinese government has positioned itself as a climate champion since the Paris
Agreement, and has exercised considerable leadership in global climate governance especially
in the absence of US engagement during the Trump administration. China has been highly
proactive in carbon emissions reduction, meeting its 2020 NDC targets 3 years ahead of
schedule. ! Environmental protection expenditure is also at a new high, at 744.357 billion yuan
in 2019.4il Provincial authorities and industries have always responded enthusiastically in the
implementation of central government directives. A combination of favourable investment
conditions, policy incentives, subsidy removal, has led to a flurry of activity in renewables
construction: in 2020, China added 72GW of wind and 48.2GW of solar power capacity. "
Furthermore, last year, a significant 57% of China’s overseas energy investment went into
renewable energy rather than fossil fuels, compared to 39% in 2019. MThe strong track record
China has established thus far is testament to the likelihood that Xi’s ambition of peak
emissions by 2030 will be credibly achieved.

The Chinese government has been progressively implementing policies and guidelines in its
ambition to “win the blue-sky war”.



e On February 1%, China launched a carbon emissions trading market in its power sector,
which covers around 30% of the country’s emissions. Incentivising emissions
reductions among China’s coal-fired power plants will be crucial in its clean energy
transition. In 2018, CO2 emissions from coal plants reached 4.6 gigatons, surpassing
the emissions from fossil-fuel combustion of the EU and Japan combined. ™!

e On February 21st, the State Council issued a document titled “Guiding Opinions on
Accelerating the Establishment of a Green Low-Carbon and Circular Economic
System”. Milln it, the government sets out two targets. Firstly, by 2025, there will be a
“significant increase in the proportion of green industries” through an optimisation of
industrial, energy and transportation structures towards a green circular economy.
Secondly, by 2035, efficient energy and resource allocation in key industries and
products will be expected to reach an “advanced international level”. The decrease of
carbon emissions will lead to an achievement of “building a beautiful China”. I

e On 7th March, a draft policy from the National Energy Administration suggests China
to raise minimum renewable power purchase to 40% by 2030, from 28.2% in 2020. lix!
Of the 40%, the NEA suggests that non-hydropower renewable sources will reach a
minimum of 25.9% by 2030.

These policies indicate China’s rising ambition in its environmental policy and is a signal for
what is to come in the country’s upcoming 14th Five Year Plan (2021-2025). In the next few
months, national-level targets and policies will be issued by the National People’s Congress,
followed by sectoral and regional plans. X Environmental policy will be high up on the
government’s agenda, with the Ministry of Ecology and Environment heading the effort in
drafting the country’s first national-level plan specific to climate change.

Key Challenges
I. National policy coordination

It is naive to assume that national-level directives would always lead to consistent and top-
down implementation of goals and rules. Although the central government and its policies reign
supreme, policies can fall short of environmental goals as the regime cannot avoid powerful
constituencies that build up within the system, such as local or provincial governments. For
instance, Inner Mongolia, China’s top coal province, approved twice the number of coal-fired
power plants in 2020 than the year before as a measure of economic growth promotion, despite
government directives to beat pollution and phase out coal fired plants. [xi] Eager to recover
from pandemic-induced economic slumps, sub-national players such as Inner Mongolian
authorities risk locking China into a high-carbon pathway, while justifying their actions as
fulfilling another of the Chinese government’s targets: economic growth. Furthermore,
national-level directives cannot avoid the interests of powerful constituencies within the
system, such as alignments between state agencies and state-owned companies, backed up by
universities and think tanks. [xii] Conflicts could also emerge between energy companies and
grid owners. These sub-national conflicts mean that low-carbon goals cannot necessarily be
implemented in a straightforward manner.

Furthermore, issues have emerged in terms of policy implementation by state agencies. These
can be divided into two key issues. Firstly, the disbursement of subsidies. While the central



government has offered financial incentives to the power sector for decarbonisation, a squeeze
in finances due to COVID-19 has made it increasingly difficult for the government to hand out
the feed-in tariffs. Over 90% of new renewable energy projects from the 13th Five Year Plan
(2015-2020) have not received the subsidy. Secondly, inadequate enforcement by state
agencies. In 2015, Xi Jinping created the Central Environmental Inspection Team (CEIT) to
end local protectionism and increase environmental oversight. The CEIT launched an
investigation against the National Energy Administration (NEA), and openly criticised it for
failing to limit the country’s expansion of coal power plants. The report revealed that from
2013-2017, the NEA approved 22 coal-mining projects without receiving comments from their
environmental impact assessments; 11 of them did not undergo any assessment. [xiii]

II. Continued fixation with emissions-heavy growth

Fossil fuels currently make up 85% of China's energy consumption, and around 60% comes
from coal. [xiv] Despite government ambitions to increase the proportion of domestic
renewable energy and overseas renewable energy investments, provincial governments across
the country have been advancing coal power capacity, leading China to add more than 3 times
as much new coal power capacity as all other countries combined in 2020. [xv] Approval for
coal projects in 2020, reached 40.8GW in the first half of 2020 alone, and total capital
expenditure on oil and gas projects in the works is estimated to be worth US$173 billion. [xvi]
The increase in coal plant development may be a result of the National Energy Administration
(NEA) loosening restrictions on new coal project. At the end of January 2021, China’s Central
Environmental Inspection Team openly criticised the NEA for failing to limit the expansion of
coal power plants in regions that are already severely polluted, prioritising a secure energy
supply at the expense of the environment. [xvii]

In addition to the expansion of coal, China’s pandemic recovery measures are highly energy-
intensive, further compromising the government’s determination to see low-carbon
development. The stimulus package offered by the Chinese government was primarily driven
by infrastructure investment, which is energy-hungry and carbon intensive. [xviii] Data from
carbon-intensive sectors confirms that emissions are on the rise — output of energy-intensive
construction materials such as cement and steel rebounded in March and April 2020. Such
economic recovery measures have led emissions to bounce back, with a relatively small 1.4%
decrease in carbon emissions in 2020, compared to a 6.4% global average decrease. [xix]

Key Opportunities
I. Proactive green investment

Beijing attaches high strategic value to green technologies, with governments at all levels
providing financial and technical support to advance their development and use. China
currently boasts the largest green finance market, with about US $1.8 trillion in green credit
and US $190 billion in green bonds at the end of 2020. [xx] Based on the government’s
ambition to significantly increase the proportion of green industries by 2025, China will likely
be much more proactive in promoting the harmonisation of domestic and global green
standards so that international investors can invest in the country’s green finance market.
Currently, the People’s Bank of China is working on a series of assessment measures to



evaluate green loans and bonds, as well as incentive policies to guide financial resources
towards greater green development. [xxi] On March 7th, 2021, Wang Xin, Director of the
bank’s Research Institute, outlined the comprehensive dimensions of China’s green financial
market development. [xxii] These dimensions include: 1. A low carbon circular economy 2.
Development of green finance 3. Improve international markets for green finance 4. Steadily
open up account convertibility 5. Increase RMB-denominated green investments in BRI
countries. According to Zhu Min, Chairman of the National Institute of Financial Research at
Tsinghua University, it is expected that between 2021 and 2060, annual investment in
renewable energy will exceed 1.5% of China’s GDP. [xxiii] This would mean that in the next
5 years, RMB 1.5 trillion to RMB 2 trillion per year will have to be invested in renewable
energy infrastructure, and after 2030 investments will increase to between RMB 4 trillion to
RMB 6 trillion. These proactive developments will provide many opportunities for investors,
domestic and foreign, to invest in innovative green finance tools, so as to boost green
technology and power a green energy transition.

II. Expansion of the emissions trading market

At the beginning of February this year, China launched a carbon emissions trading market in
its power sector, which covers around 30% of the country’s emissions. [xxiv] Unlike the EU
ETS, which imposes a cap on carbon emissions, China’s scheme imposes carbon intensity
limits on every unit of electricity generated. [xxv] Under the scheme, provincial governments
set caps for power businesses, and issue a certificate for every metric ton of greenhouse gas
emission (carbon dioxide or equivalent) which a company is allowed to emit. Companies can
either cut emissions or pay to pollute.

A significant measure is that companies involved in the trading system will have to make their
emissions levels and pollution data public so as to facilitate the operation of the market. This
is an unprecedented move to increase transparency, especially among China’s state-owned
enterprises. This move will likely foster greater compliance among companies, increase trust
in the working of the market and allow prosecutors and the public to hold them more
accountable. [xxvi]

At this early stage, the government has taken a cautious approach to the market, allocating
emissions allowances for free and not allowing carbon finance derivative markets. It is
expected that after this stage of the scheme runs smoothly, the emissions trading market will
become more complex and also cover sectors of the Chinese economy beyond the power sector.
The Chinese government must increase the stringency of the caps over time and maintain strict
enforcement — with more teeth, it will more likely become an important tool of China’s
decarbonisation efforts.

US Climate Change Proposals

The US despite being the world's second leading greenhouse gas emitter, [1], has the least
fleshed out and most politically fragile climate change policy of all states explored in this



report. The US at time of writing has no climate neutrality target, though this is set to change
under the new Biden Administration who wants to implement for the first time a 2050 net zero
target.[2] However, he will need a significant degree of control over both the House of
Representatives and the Senate to make this commitment stick. The fragility of US climate
policy has stemmed from two factors:

1) A partisan approach to climate change: In 2019 there were 120 elected members of
congress who denied, or doubted climate change, and decried the costs of climate
legislation All but 1 are Republican.[3] This means that when control of the Presidency,
House of Representatives or Senate shifts, so does the ability to pass legislation that
will get approved by all three elements of the USA’s political structure necessary for
policy to become law, which would give the legislation extra protection and political
longevity from any attempts to swiftly overturn it.. US elections over the last decade
for the Presidency and Congress have been politically fraught, coming down to fairly
close races and switching comparatively frequently. Obama won the 2012 Presidency,
but the Democrats lost the House, and in 2014 lost the Senate [4]. Obama was thus
unable to legislate his climate policy into law in the face of Republican opposition, and
instead had to rely on executive orders to bypass Congress, instead of building a firm
legislative agenda with staying power.

2) The use of executive orders: The use of executive orders, rather than Congressional
legislation to enact climate change leads to a weak legislative framework, vulnerable
to the whims of the next President. Obama’s use of it to push through key US climate
policy was a mistake when a partisan, non-climate concerned President had the
revocation or adaption of his predecessor’s executive orders totally within his gift.
Trump subsequently repealed most of Obama’s key climate legislation through his own
executive power, bypassing Congress.[5]

In terms of detail, this has meant Obama put in place a flagship 2013 Presidential Climate
Action Plan, which aimed to cut domestic carbon emissions by 17 percent below 2005 levels
by 2020,[6] through targeting US pollution from power plants. It also aimed to increase energy
efficiency and renewable energy sources and laid out a comparatively moderate $8 billion loan
package to support these efforts.[7] This was subsequently repealed by Trump who engaged in
an aggressive unravelling of American climate policy. [8] His dismantling of over 100
regulations,[9] is estimated to have generated 3% more emissions by 2035 than if the rollbacks
did not happen.[10]

During Trump’s tenure, lacking any federal concern for policy that mitigates climate change,
individual US states forged their own climate strategies. Many joined the U.S. Climate
Alliance, a bi-partisan coalition of 25 states which aimed to commit to meeting their Obama-
era Paris Climate targets, despite Trump taking the US out of the agreement. Overall though
their efforts have been unsuccessful without Federal support and resources. By 2025 they will
only have managed to lower their emissions by 18% below 2005 levels, when a reduction of
26-28% was needed to meet the Paris target.[11]

With Biden’s election in 2021, the President is hoping for a full reversal of the Trump
administration's withdrawal of Federal support for climate change mitigation policy. He has
been vocally supportive of setting a target for net zero emissions before 2050, and is planning
to leverage over $5 trillion of climate investment in the next 10 years.[12] On the international
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stage, Biden has used an executive order to rejoin the Paris Agreement, and has appointed John
Kerry as a special climate envoy to tackle the climate as a “national security emergency”.[13]
While US climate policy is not yet fully coherent, Biden’s actions so far indicate that climate
change will be a top priority of the administration, bringing US Climate Policy full circle to
rebuild and expand on the Obama administration's original efforts.

Key Challenges
I. Climate scepticism

Acceptance of climate change in the US is more controversial than in the EU or China. While
64% of adults think protecting the environment is a top priority for the president and congress,
this conviction is heavily divided along partisan lines, where 85% Democrats agree climate
change is a top priority, only 39% of Republicans do.[14]. During the Trump presidency, his
administration sowed mistrust towards climate action, calling it unfair and job destroying, and
that climate change was a hoax created by the Chinese.[15] This plays into existing doubts
among the American people about the detrimental social and economic effects of climate
change policies. Although a just climate transition is generally agreed to be a job creator, many
Americans have continued to buy into narratives, such as allegations that the Paris Agreement
will cost 6.5 million jobs and $3 trillion in economic growth by 2040.[16]. There is not really
a politically or socially stable consensus from which climate policy can be implemented, and
Biden will need to devote substantial effort on education and policy promotion.

II.  Strong fossil fuel lobby

Biden is aiming for a carbon-free electricity grid by 2035. This could prove challenging
because of the significant influence of the fossil fuel industry, across the country, on
Republican lawmakers. In the 3 years following the signing of the Paris Agreement, the five
largest listed oil and gas companies have reportedly invested over $1 billion on misleading
climate-related branding and lobbying to maintain a license to operate and expand fossil fuel
operations.[17] In reaction to Biden’s series of executive orders, the lobby is attempting a series
of obstructive actions against the climate agenda. At the end of January, 6 Republican attorneys
wrote a letter to Biden warning him not to overstep his authority.[18] Republican lawmakers
have attacked Biden’s orders, and the petroleum industry has revived advertisements to
promote the drilling on federal lands. The financial clout and political influence of the industry
will undoubtedly be a lingering thorn in Biden’s side.

III. Potential difficulties in passing climate legislation

Climate change is a challenge requiring all levels of the US government working towards the
same goal. The best way to coordinate efforts across government agencies, the federal
government, individual states and local authorities, is through a comprehensive climate bill.
However, climate policy does not enjoy bipartisan consensus. Despite Obama’s ambitious
plans for climate action, upon losing his majority in the House in 2010, he was unable to gain
legislative backing for his climate agenda, and instead had to rely on executive orders to take
action.[19] Executive action often leaves policy at the mercy of the successor, in this case
Trump, who undid most of Obama’s climate legacy. Biden currently has control over the
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House, and a tenuous control over the Senate, with vice-president Kamala Harris acting as a
tiebreaker in the event of a 50-50 partisan split. While this may be a favourable situation for
Biden, as it is likely that even a thin majority for the Democrats will lead to more federal
support for climate action, it is also quite precarious, and his success in passing climate policies
are rather uncertain. US business groups plan on relying on maintaining a filibuster to block
climate legislation they oppose. Given that 60 votes in the Senate are required for cloture (to
end debate and move to a vote), Biden’s legislative climate agenda may face considerable
obstacles on Capitol Hill.[20] Until Biden can convince fossil fuel supporting lawmakers to
support his agenda, he will have to rely on the issuing of new rules, which are vulnerable to
being revoked.[21]

Key Opportunities

I. The Biden administration is proactive, and can drive a lot of change through
executive action

Despite the tenuous nature of using executive action to ensure long-term policy, they do allow
for quick short-term action to begin, that may cascade into something more substantial and
harder to unpick.

Biden right off the bat has already used his executive powers to halt new oil and gas leases and
suspend oil and gas drilling on federal land and waters. While it won’t prevent all new oil and
gas drilling as companies already privately own undeveloped plots of land.[22] The activity
overall contributes around 25% of US greenhouse gas emissions,[23] and preventing this on
federal lands will stall at least a quarter of US oil and 1/8 natural gas development.[24] Biden
also immediately on taking office cancelled the Keystone XL pipeline and set federal agencies
to review and reverse more than 100 actions taken by the Trump Presidency on
environment.[25] There is thus clearly political will, at least in the White House to make serious
inroads in implementing climate change proposals as soon as possible.

II. Industry activism driving the winds of change

Implementing climate change policy is still precarious though for Biden, being through the use
of executive action, rather than implementing legally binding legislation through Congress that
successors would find more difficult to pick apart. However, luckily for the longevity of
climate policy in the US, private enterprise has taken it upon itself to limit the excesses of
industrial pollution.

A key example highlighting this was in November 2020 when the Trump administration
opened the Federal-owned Arctic National Wildlife Reserve in Alaska to oil exploration and
extraction hoping it would secure the USA’s “energy dominance”.[26] However, US business
and industry viewed things differently, with all major US banks refusing to fund any company
taking up the Presidents offer.[27] Likewise, the shareholders of insurers lent on their
companies to refuse the provision of financial support to any such endeavours[28]. This refusal
scared off the little interest there was to the extent the Trump administration threatened
ineffectively to legally force the market to fund drilling.[29]
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This was not the first such incident, famously and contextually informing the Alaskan oil
failure by making industry wary of climate-concerned clients was the 2017 Dakota oil pipeline
fiasco. Activists and concerned clients mass divested from firms associated with the
controversial pipeline, costing companies around $4.4 billion in losses.[30] This highlighted
the sheer influence that climate activists can have over the market and how they need to be
accommodated for businesses to not just be successful, but to not have their margins negatively
impacted.

This change has been fostered by a growing ethical consciousness since at least early 2019
among US consumers and shareholders,[31] and among business management themselves who
are becoming concerned about the impact of climate change.[32]

Absent Federal concern, it appears influential citizens have taken things into their own hands.
This helps Biden in two key ways. Firstly, he can build on the work business and consumers
are already doing and rely on market pressure as an ally to solidify an otherwise politically
precarious position. Secondly, it means there is a possibility of mitigating the worst social
unrest that a green transition may necessitate as the market is already creating and rewarding
green-based economic opportunities and orientation, lessening the impact of more radical
policy shocks to come as 2050 looms into view.

III. Funding and Investment

Biden has promised a $2 trillion spending allocation for investment in green technology,
renewable energy, housing, agriculture, and transport.[33] There is vast scope here for new
jobs for skilled and unskilled workers, industries and investments to be had that are to varying
degrees state supported and so a more stable proposition than market alternatives. Importantly
research and development into riskier, but potentially more lucrative environmentally friendly
technologies for private companies is to be underwritten by the Biden Administration, easing
the overall financial risks and increasing confidence in the private sector at pursuing
challenging innovations.
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