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Pursuing Policies to Drive Economic 
Growth and Reduce Emissions
Nicolas D. Loris

economic growth and a clean envi-
ronment are not mutually exclusive 
objectives. rather, it is economic 
progress that drives positive environ-
mental outcomes.

KEY TAKEAWAYS

extreme, top-down climate regulations 
significantly harm Americans both as 
taxpayers and energy consumers—all for 
negligible environmental benefit.

Pro-growth policies are pro-environ-
ment, too. reforms should break down 
barriers to technological innovation, 
empower consumers, and improve 
access to markets.

Through investment in new technologies and 
through legislation, environmental trends 
have improved significantly in the United 

States. Pollutants known to cause harm to public 
health and the environment are declining.1 As a 
country grows economically, it increases the finan-
cial ability of its citizens to care for the environment 
and reduce pollutants emitted from industrial growth. 
In fact, The Heritage Foundation’s Index of Economic 
Freedom and Yale University’s Environmental Per-
formance Index show a highly positive correlation 
between a country’s environmental performance and 
its economic freedom.2

In a competitive marketplace, companies respond 
to price signals, and entrepreneurs continually search 
for promising new opportunities. Market pressures 
to attract customers incentivize improvements in 
operations, investment, and resource use. These 
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efficiency gains provide price-competitive products with smaller environ-
mental footprints.

For example, beverage manufacturers have significantly reduced the 
amount of plastic to make and package water bottles; moreover, Coca-Co-
la’s PlantBottle, which is made partially from plants, is a decade old—and 
market access continues to expand.3 Grocery stores and office buildings use 
energy-efficient lights and install motion-activated lights in less trafficked 
areas to cut costs. On a microeconomic level, individuals and businesses 
have a financial motivation to do more with less. On a larger scale, the cumu-
lative effect of this incentive structure is that companies provide consumers 
with the goods and services they want—while using fewer resources and 
emitting fewer unwanted emissions.

However, profits alone do not drive investment decisions. Businesses could 
be responding to shareholder, social, or consumer pressures. Owners and 
investors may have their own non-monetary objectives, combating climate 
change being one of them. Indeed, investments in climate mitigation and 
adaptation continue to grow across many sectors of the economy. Entrepre-
neurs have found creative solutions that create new job opportunities and 
generate higher levels of prosperity while reducing emissions in the process.

Some compelling consumer-centric, industry-led examples include:

 l The energy industry has undergone a massive transition over the 
past decade, largely because of market forces.4 In 2008, coal provided 
roughly 50 percent of the country’s electricity generation. A decade 
later, coal’s share of the pie was 27.4 percent.5 The increased pen-
etration of natural gas through smart extraction technologies and 
declining costs of renewable power have fundamentally changed the 
energy landscape. In places like Pennsylvania, more residents are 
moving away from home heating oil to cheaper, cleaner natural gas. 
More than 50 percent of Pennsylvania households use natural gas for 
their home heating source, compared to just 17 percent using fuel oil.

 l The U.S. natural gas industry’s ascension as a leader in exports is 
paying dividends economically and environmentally across the 
globe. A new study from the Department of Energy’s National Energy 
Technology Laboratory analyzed life cycle greenhouse gas emissions 
from U.S. liquefied natural gas (LNG) exports. In different scenarios 
of comparing U.S. LNG shipped to European and Asian markets, when 
compared to coal use or Russian piped gas, the life cycle emissions 
from U.S. LNG exports are lower.6
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 l In direct response to tough economic competition, the Nuclear Energy 
Institute organized nuclear power plants nationally to find operating 
efficiencies that reduced costs by 19 percent, resulting in $1.6 billion in 
savings and keeping emissions-free electricity in the marketplace.7

 l The U.S. has become the world’s leading oil and natural gas producer, 
providing affordable, reliable power to families and businesses. At 
the same time, methane emissions from the natural gas industry 
have fallen from 1990–2017, according to the Environmental Protec-
tion Agency.8

 l Electricity market choice at the wholesale and retail levels empowers 
households and firms. Businesses have committed to using more 
renewable power,9 driven in part by what the Stanford Social Innova-
tion Review calls “strategic concern driven by market forces.”10 Where 
retail choice exists, households have the opportunity to choose from 
what generating source they receive their electricity. Additionally, 
increased demand response and real-time pricing enables consumers 
to reduce energy consumption, thus saving money and lower-
ing emissions.

 l Despite the regulatory morass and government subsidies that impede 
technological breakthroughs, financiers and entrepreneurs are 
progressing to advance alternative energy sources. Several advanced 
nuclear start-up technologies are emerging,11 and developers of the 
technologies believe they can be cost-competitive with conven-
tional sources of energy without subsidies.12 Companies are making 
improvements in large-scale and small-scale battery storage.13 While 
utility-scale energy storage is currently cost prohibitive, research and 
investment in various battery technologies (e.g., lithium-ion and sodi-
um-sulfur) have investors and entrepreneurs hopeful.14 Furthermore, 
natural gas combined-cycle generators continue to evolve, improving 
efficiency and consequently reducing sulfur dioxide, nitrous oxide, and 
carbon dioxide.15

 l The demand for plant-based and lab-grown meat has increased over 
the past several years. Fast-food restaurants sold 228 million plant-
based burgers so far this year, up 10 percent from the previous year.16 
While the figures pale in comparison to beef consumption, demand is 
on the rise.
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 l The cement industry is collaborating with the Massachusetts Insti-
tute of Technology to explore how to improve efficiencies in cement 
processes, which will improve resiliency, reduce emissions, and save 
lives.17 New investments in cement, steel, plastic, and other building 
materials will make our houses and highways sturdier and our prod-
ucts more durable—with a smaller environmental footprint.18

 l The cryptocurrency industry, labeled as a major climate problem 
because of its energy-intensive operations, is becoming part of the 
solution. Cryptocurrency miners are turning associated gas that 
would be flared into usable energy. Energy companies can install facil-
ities and datacenters to mine cryptocurrency, which generates “over 
15 times more revenue than the market price of the fuel, while limiting 
carbon footprint.”19

 l Markets and investments are occurring for carbon-dioxide removal, 
and those markets are taking a number of different forms. Some 
companies and nonprofit organizations are protecting forests and 
planting more trees, while others are investing in direct air capture or 
topsoil-management programs for farmers and grazers.20 Interestingly, 
voluntary markets are emerging for these carbon-removal processes.21 
In the agricultural space, farmers and researchers have found that 
some crops pair well with the shade provided by solar panels; as a 
result, their growth increased their carbon-dioxide uptake.22

 l For several reasons, including economic opportunity and shareholder 
pressure, investors have taken initiatives to reduce greenhouse gas 
emissions. Led by Bill Gates, Breakthrough Energy Ventures is a more 
than $1 billion investor-led fund “to make sure that everyone on the 
planet can enjoy a good standard of living, including basic electricity, 
healthy food, comfortable buildings, and convenient transportation, 
without contributing to climate change.”23 According to 2017 report 
from the World Wildlife Fund, 48 percent of Fortune 500 companies 
have a climate change or clean energy target.24 Amazon’s recent 
announcement to have 100,000 electric delivery vehicles on the road 
by 2030 is just one of many examples.25

The aforementioned examples provide a mere snapshot of industry-led 
initiatives driving economic growth and reducing emissions. Some of those 
endeavors will have bigger economic and environmental impacts than 
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others. Nevertheless, it is clear for a variety of financial and non-financial 
motivations that the private sector has led, and continues to lead, in creating 
jobs, investing in innovative ideas, and fueling the economy—while reducing 
emissions. The American entrepreneurial spirit will meet consumers’ needs 
while taking environmental strides forward.

Federal Policies: Increased Costs and 
Unintended Consequences

Unlike “win-win” private-sector-led initiatives, federal climate policy 
that drives energy prices higher will exact significant harm on American 
households and on the economy broadly. Policies like the Green New Deal 
would cost Americans both as taxpayers and energy consumers. Notably, 
higher energy bills affect low-income households disproportionately 
because these homes spend a higher percentage of their budgets on energy 
costs. Americans with after-tax incomes of less than $30,000 spend 23 per-
cent of their budgets on energy, compared to just 7 percent for those earning 
more than $50,000.26 According to the 2011 National Energy Assistance 
Survey, a poll of low-income families, 24 percent went without food for a 
day, and 37 percent decided to forgo medical and dental coverage, in order to 
pay higher energy bills. Nearly one in five had a family member who became 
sick due to the home being too cold.27

Moreover, the direct energy and taxpayer costs are a small component 
of the overall cost Americans would suffer. Energy is a necessary input for 
nearly all goods and services we consume. Consequently, Americans would 
pay more for food, health care, education, clothes—and every other good 
or service that requires energy to make and transport. When it comes to 
businesses, large or small, they will either pass higher costs onto consumers 
or absorb them. Passing higher prices onto consumers suppresses demand. 
If businesses can manage to absorb the pricier energy, it means less money 
is available for investing in new technologies or hiring more people. Green 
New Deal–type policies act as a vice that squeezes both the production 
and consumption sides of the economy, resulting in lower output, lower 
household income, and higher rates of unemployment. Depending on the 
policy, the costs of stranded assets and lost shareholder value could easily 
end up in the trillions.

Americans have little appetite to pay such costs. A January 2019 poll 
conducted by the Energy Policy Institute at the University of Chicago and 
The Associated Press-NORC Center for Public Affairs Research found that 
68 percent of Americans oppose paying an additional $10 per month to 
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fight climate change.28 Forty-three percent of respondents were not even 
willing to pay an additional dollar on their electricity bill to combat cli-
mate change.29 Similarly, a more recent Washington Post and Kaiser Family 
Foundation poll found that 51 percent of respondents would not be willing 
to pay an additional $2 per month on their residential electricity bill, and 
71 percent of respondents would be unwilling to pay an additional $10 per 
month.30 Importantly, the polls fail to include how much abated warming 
Americans would receive from paying an additional $1, $20, or $50 per 
month—which would be insignificant.

In addition to the economic harm caused by government intervention, 
these policies cause a number of unintended consequences. They include:

 l Cronyism, corporate welfare, and less innovation. Americans 
distrust the federal government intervening in decisions better left for 
producers and consumers to make on their own.31 Federal and state 
subsidies and mandates enacted to slow global warming have concen-
trated benefits for politically preferred energy projects—and dispersed 
the costs to the rest of America. Energy cronyism benefits a select few 
and creates a vicious loop of politicians, lobbyists, and special interests. 
The economic pain cuts deeper than wasted taxpayer money because 
government interventions distort free enterprise, create government 
dependence, and allow Washington to direct the flow of private-sector 
investments. Perhaps most perverse is that energy cronyism obstructs 
the long-term success and viability of the technologies and energy 
sources they intend to promote. Instead of relying on a process that 
rewards competition, taxpayer subsidies prevent a company from 
truly understanding the price point at which the technology will be 
economically viable. When the government plays favorites, valuable 
resources get stuck in unproductive places.

 l Fewer resources available for environmental protection. Econ-
omy-killing climate regulations would not only harm the livelihoods 
of the American people—but it would leave us in a worse position to 
improve the environment. By making us poorer, we would have fewer 
resources available to address climate and environmental challenges 
that exist today and in the future. Money diverted to higher energy bills 
could otherwise be spent on practical purposes that help households and 
businesses adapt to a changing climate. For instance, investing in more 
robust infrastructure can sensibly protect homes and storefronts against 
natural disasters, no matter the cause of the extreme weather event.
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 l Shifting emissions to countries with less rigorous environmen-
tal and safety standards. Despite the increased use of emissions-free 
energy sources and technologies, conventional resources such as coal, 
oil, and natural gas will likely dominate the energy and transporta-
tion landscape well into the future. Therefore, policies that restrict 
natural-resources production in the U.S. will not measurably affect 
energy consumption behavior, nor will it affect which type of energy 
consumers buy domestically or internationally. Higher energy prices 
from curtailed domestic supply could reduce consumption marginally, 
but it would also provide opportunities for increased natural resource 
production around the world—in places where environmental stan-
dards are not as rigorous as in the United States. Energy-intensive 
manufacturers that built their plants in America, citing affordable 
energy as a reason, may choose to build their next factories elsewhere. 
Decisions to curtail resource extraction in the U.S. would likely have 
the unintended environmental consequence of increasing global 
greenhouse gas emissions and criterion pollutants that adversely 
affect public health and the environment.

Climate Science: Certainties and Uncertainties

Climate change is real, and it is clear that man-made emissions are 
having an impact. The Intergovernmental Panel on Climate Change, 5th 
Assessment (IPCC) attributes at least half of the warming from 1951–2010 
to human activities.16 Sea levels have been rising since the planet gradually 
warmed after the Little Ice Age. However, the IPCC does not conclude that 
the world has until 2030 to avoid catastrophic global warming.32 Distin-
guishing what climatologists know, what they do not know, and what they 
might know is necessary so that objective, transparent science can guide 
public policy.

For instance, uncertainty exists with regard to the accuracy of climate 
models (running too hot), how a doubling of carbon-dioxide emissions 
impacts global temperatures, and which trajectory greenhouse gas concen-
trations most accurately reflects the future. Furthermore, the Integrated 
Assessment Models used to justify the social cost of carbon dioxide and 
other greenhouse gas emissions are not credible for policymaking: The 
outputs change significantly with reasonable changes to the inputs. Sub-
jecting the models to reasonable inputs for climate sensitivity and discount 
rates dramatically lowers the figure for the social cost of carbon dioxide. 
Furthermore, attempts to forecast economic damages centuries into the 



 OctOber 16, 2019 | 8BACKGROUNDER | No. 3444
heritage.org

future (as the integrated assessment models do) strain credibility when 
moving to the real world of policy implementation.

With regard to extreme weather events, the IPCC report and other main-
stream science confirms the lack of trends for frequency and intensity of 
natural disasters. Tropical cyclone activity is not becoming more frequent. 
The IPCC notes in its most recent scientific assessment that “[n]o robust 
trends in annual numbers of tropical storms, hurricanes and major hur-
ricanes counts have been identified over the past 100 years in the North 
Atlantic basin,” and that there are “no significant observed trends in global 
tropical cyclone frequency.” Further, “confidence in large scale changes 
in the intensity of extreme extratropical cyclones [such as “Superstorm” 
Sandy] since 1900 is low.”33 A recently published article in the American 
Meteorological Society further shows that there has been no increase in 
trends for frequency or intensity of land-falling hurricanes in the conti-
nental U.S. since 1900.19

Warming could impact future tropical cyclone intensity and rainfall rates, 
but the National Oceanic and Atmospheric Administration clearly states:

In terms of detection and attribution, much less is known about hurricane/

tropical cyclone activity changes, compared to global temperature. In the 

northwest Pacific basin, there is emerging evidence for a detectable poleward 

shift in the latitude of maximum intensity of tropical cyclones, with a tentative 

link to anthropogenic warming. In the Atlantic, it is premature to conclude 

with high confidence that human activities—and particularly greenhouse gas 

emissions that cause global warming—have already had a detectable impact 

on hurricane activity.34

Moreover, the IPCC found evidence for increases, decreases, and “no 
trend at all” in flood activity or severity.21 As the U.S. National Climate 
Assessment summarized:

The IPCC Fifth Assessment Report did not attribute changes in flooding to 

anthropogenic influence nor report detectable changes in flooding magnitude, 

duration, or frequency. Trends in extreme high values of streamflow are mixed 

across the United States. Analysis of 200 U.S. stream gauges indicates areas 

of both increasing and decreasing flooding magnitude but does not provide 

robust evidence that these trends are attributable to human influences.35

Trends in local events like hail and thunderstorms were also inconclu-
sive.23 Data for tornado activity in the U.S. shows tornadoes occur no more 
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frequently now than in the past and that the number of strong tornadoes 
(category F3 and above) has actually decreased.24 As for droughts, the IPCC 
overstated previous conclusions about increasing trends and that “the com-
pelling arguments both for and against a significant increase in the land area 
experiencing drought has hampered global assessment.”25

Science should be a guiding principle for Congress; however, the politi-
cization of science jeopardizes sound policymaking.

Policies to Drive the Economy and Environment Forward

Skepticism of costly, ineffective climate policies is not an excuse to do 
nothing. Americans want affordable, reliable energy and they want a clean 
environment. Policy and regulations significantly lag behind innovation, 
market trends, and consumer preferences. Institutional barriers stymie 
economic and environmental progress.

Policymakers should advance policies that will drive energy and envi-
ronmental innovation. Breaking down barriers to competition, freeing 
up innovative pathways for new technologies, and freely trading energy 
technologies will meet America’s—and the world’s—energy needs while 
reducing emissions. Specifically, Congress and state policymakers should:

Open Access to America’s National Laboratories. The Department 
of Energy’s role, through its system of national laboratories and scientific 
research facilities, should be to conduct basic research to meet national 
objectives that the private sector would not undertake. Too often, advocates 
of government spending on technology-specific activities tout the federal 
government’s involvement in commercial successes, such as the Internet 
or the Global Positioning System. Yet, the initial intention for these gov-
ernment projects was not any private commercial need. Entrepreneurs 
saw a commercial opportunity in these defense technologies and created 
commercially viable products.

Congress should create a pathway that allows the private sector, using 
private funds, to tap into that research and commercialize it. Congress 
should also give lab directors more autonomy and allow federal lab employ-
ees (when appropriate and without violating conflict of interest rules) to 
push research into the marketplace if they see an opportunity. While these 
activities happen to some degree today, giving the labs more autonomy with 
proper oversight and transparency will encourage more innovation at the 
national labs.36

Allow Department of Defense Energy Research to Expand Com-
mercial Opportunities. The Department of Defense can also serve as a 
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good conduit for innovative breakthroughs on energy technologies, but 
spending on energy use should be mission-driven first. Certainly, alter-
native technologies provide advantages that enhance mission capabilities. 
Lighter, more efficient batteries lengthen the duration of a foot soldier’s 
mission and reduce the weight of a soldier’s backpack. Solar photovoltaics 
can also lighten a soldier’s load and extend the travel distance of a drone. 
More fuel-efficient engines reduce the need for refueling. Developing micro 
grids and utilizing very small modular nuclear reactors can safely provide 
reliable power to isolated bases for long periods.37

Fix the Regulatory and Policy Obstacles for Commercial Nuclear 
Power. Facing a complex and burdensome regulatory system, commercial 
nuclear power in the U.S. has unnecessarily high construction costs. The 
regulatory system that licenses and permits nuclear reactors has failed to 
keep up with technological innovations and overregulates existing nuclear 
technologies. Instead of addressing underlying government-imposed prob-
lems, policymakers have focused on mitigating the cost of those policies 
through subsidies, leading to a predictable path of failure: While such an 
approach may spur some amount of commercial activity, it is limited only 
to what is subsidized.

Nuclear plants in America today continue to exhibit superior safety per-
formance. Policy and regulations should reflect that track record. Congress 
should instill regulatory discipline at the Nuclear Regulatory Commission 
(NRC), encourage the Environmental Protection Agency to right-size radi-
ation-exposure standards, review foreign ownership caps, reform the NRC’s 
cost-recovery structure, and introduce market principles into spent-fuel 
management.38

Fix the Regulatory and Policy Obstacles for Renewable Energy. Like 
most other energy projects, renewable power projects face excessive and 
duplicative regulations that increase costs and cause delays. Siting and per-
mitting issues can be particularly problematic for wind and solar because 
the most advantageous locations for generations are in more remote areas. 
Therefore, additional transmission lines are necessary to take the power 
to densely populated places. Complex regulatory processes mean a com-
pany has to hire more lawyers and compliance officers to navigate complex, 
unclear regulatory schemes and fend off legal challenges to development.

Two of the biggest hindrances to energy project development are the 
National Environmental Policy Act (NEPA) and the Endangered Species 
Act (ESA). Congress should repeal NEPA and reform ESA laws by removing 
redundancies and transitioning authority to the states when applicable. 
Congress should also allow renewable energy companies to form Master 
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Limited Partnerships (MLPs). Under an MLP, businesses have the tax 
structure of a partnership or a limited liability company, but ownership 
equity trades publicly on a securities exchange. The combination of the 
partnership tax status and the liquidity of a publicly traded company make 
MLPs an attractive investment vehicle.

Yet another policy that senselessly drives up the cost of renewable 
energy is the Trump Administration’s stance on tariffs. Section 201 tar-
iffs hurt the growth of the solar industry,39 and steel and aluminum tariffs 
increase construction costs of wind turbines.40 Most important, these tariffs 
hurt consumers.

End Tariffs, Promote Free Trade, and Expand Technological Inno-
vation Internationally. In addition to solar tariffs, the Administration 
should pursue a zero-tariff policy and end tariffs for all energy sources. 
Tariffs adversely affect investment in new, cleaner energy technologies. 
The economic uncertainty created by the tariffs and the threat of tariffs 
and inaction in company exemption requests results in investment dollars 
sitting on the shelf. Companies do not know whether to move forward with 
projects or whether the costs of the tariffs mean that projects will become 
uneconomical. Opportunities for renewable natural gas and nuclear build-
out and for new manufacturing factories may no longer be available.

In addition to removing the tariffs, policymakers should work with 
other countries to open up their energy markets. For instance, the shale 
revolution in the U.S. is largely responsible for providing families and busi-
nesses with cheap energy while also lowering emissions. Investment and 
innovation have the power to unlock an abundance of shale resources in 
developing countries like China. Currently, China has the world’s largest 
shale gas reserve.41

Commercial nuclear energy trade is another avenue that can meet the 
world’s energy needs while reducing emissions. For instance, Saudi Arabia 
is an important new market in the nuclear industry from both nonpro-
liferation and commercial standpoints. Completing such an agreement 
would also allow the U.S. industry to compete in Saudi Arabia. Even where 
an American company fails to win a bid to build a reactor, U.S. companies 
can supply technical expertise and supply components for new nuclear 
power plants. Expanded commercial nuclear trade would incentivize both 
cooperation and competition—and help bring new nuclear technologies 
to the market.

Encourage Choice in Electricity Markets. Competitive electricity 
markets have served customers well. Some states have accomplished tran-
sition from monopolies to competition more successfully than others, and 
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additional free-market reforms are necessary to spur more entrepreneurial 
activity in electricity markets. However, when the underlying structure 
of competition is sound, the benefits to energy consumers are unambigu-
ously positive.

Competition in electricity services allows greater customer choice 
through the power of the consumers’ own dollars rather than through the 
disconnected votes of a small panel of public utility commissioners. Con-
sumer choice comes not only in the form of resource choice (renewables, 
conventional fuels, or a mix) but also in financial choices (e.g., fixed rates, 
risk preferences, indexed rates, or short-term or long-term contracts). In 
the end, because electricity providers have to work for their customers, 
prices are competitive and quality improves.42 States should fix anti-com-
petitive energy policies such as renewable energy mandates, which have 
wreaked havoc in the electricity sector by putting politics and special inter-
ests over customers.

Eliminate All Subsidies for All Forms of Energy. Favoritism in the 
energy sector takes many forms. Over the years, Congress has implemented 
numerous policies that use the political process to support the production 
or consumption of one good over another, including direct cash grants, 
special tax treatment, taxpayer-backed loans and loan guarantees, and 
socialized risk through insurance programs, mandates, and tariffs. What-
ever shape the favoritism takes, the results are the always the same: The 
government delivers benefits to a small, select group—and spreads the costs 
across families and consumers. Eliminating cronyism and corporate welfare 
has bipartisan support. If Congress removes all of the policies that pick 
winners and losers, the most innovative and cost-competitive fuels and 
technologies will flourish.

Expand Energy Infrastructure. A significant obstacle that prevents 
investment in cleaner energy sources or fuel switching is the lack of infra-
structure to deliver the energy where it needs to go. Natural gas to the 
northeast region offers a price-competitive alternative to home heating 
oil; however, pipeline infrastructure is lacking. Out of the 5.7 million house-
holds who still rely on home heating oil, 85 percent reside in the northeast.43 
Last year, a tanker carrying Russian natural gas docked in Boston to supply 
Americans with energy despite the abundance of resources domestically.44 
Moreover, efficiently siting and permitting new transmission lines could 
expand the consumption of renewable power where, for example, there 
is a surplus of hydroelectric power in Canada.45 Additional infrastructure 
would also allow energy-intensive manufacturing processes, like the cement 
industry, to fuel switch to save money and reduce emissions.46
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Streamlining the environmental review and permitting processes for 
new pipelines and grid investments would be a welcome step in the right 
direction. However, taxpayers should not subsidize those investments, 
and Congress should eliminate any federally imposed cost-socialization 
requirements through which regulatory agencies support expensive, 
uneconomic projects by spreading the costs to citizens who derive little, if 
any, benefit from those projects. Congress should be mindful of protecting 
private property rights and respect the state authority to control local and 
regional needs.

Make Immediate Expensing a Permanent Fixture of the Tax Code. 
Immediate and full expensing for all new plant and equipment costs—for 
any industry or type of equipment—would allow newer equipment to come 
online faster, which would improve energy efficiency and overall economic 
efficiency. The current system of depreciation raises the cost of capital and 
discourages companies from hiring new workers and increasing wages for 
existing employees.

The Tax Cuts and Jobs Act allows for full expensing for short-lived capital 
investments until 2022. Policymakers should expand this to all investments 
and extend it permanently to encourage investment in capital that will drive 
growth and reduce industry’s environmental footprint.

Repeal New Source Review (NSR). NSR is a vaguely written rule that 
disincentivizes efficiency improvements in power plants and other major 
industrial plants.47 In areas that meet air-quality standards, plants must 
follow Prevention of Significant Deterioration (PSD) rules to demonstrate 
that the construction and operation of new projects and major modifications 
will not increase emissions above a specified threshold. There are several 
problems with NSR and PSD. What constitutes a significant modification is 
subjective under the rules. The amendment excludes routine maintenance, 
repair, and replacement, but what falls under the definition of “significant 
modification” remains murky—despite multiple administrative attempts 
to clarify the meaning. Plant upgrades can improve efficiency and reduce 
operational costs, thereby lowering electricity costs, increasing reliability, 
and providing environmental benefits. Nevertheless, NSR requirements 
for upgrades discourage these activities.

Repeal the Foreign Dredge Act and the Jones Act. Congress enacted 
the Merchant Marine Act (more colloquially known as the Jones Act) and 
the Foreign Dredge Act in the early 20th century to protect American 
maritime interests from foreign competition. These efforts to bolster the 
domestic shipbuilding industry have failed. By restricting competition, 
these laws not only increase costs to consumers but also increase congestion 
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on the roads and at America’s ports. As North Carolina State University 
professor Thomas Grennes points out, “The long-term trend toward moving 
cargo traffic from water to land has increased congestion on highways, rail-
roads, pipelines and ports.”48 Providing more pathways to transport U.S 
products by repealing these protectionist statutes would save consumers 
money while reducing increased emissions due to artificially higher levels 
of congestion.

Conclusion

Americans want a clean, healthy environment; they want breathable air 
and drinkable water. Americans also need affordable, reliable power to light 
and heat homes, to power schools and hospitals, and to get to work every day. 
Economic growth and environmental protection should not be thought of 
as balancing priorities, but instead of pursuing policies that will move the 
country in the right direction on both. Policy reforms that open access to 
markets, eliminate cronyism, and remove burdensome regulatory obstacles 
for all energy sources and technologies will improve the economy and the 
environment.

Nicolas D. Loris is the Deputy Director of the Thomas A. Roe Institute for Economic Policy 
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