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The conventional wisdom: Carbon pricing is dead in the U.S. 



But cap-and-trade is alive and well at the state level.



Why is carbon pricing so hard to pass in Congress?
1/6 The Waxman-Markey hangover



Why is carbon pricing so hard to pass in Congress?
2/6 Climate is caught up in increased polarization, by party … 



Why is carbon pricing so hard to pass in Congress?
3/6 ... and increased polarization by geography.



Why is carbon pricing so hard to pass in Congress?
4/6 The geography of fossil fuels reinforces those partisan lines.
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Data source: BLS. 
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"Support activities for mining" (NAICS 21311) wages as a percentage of total county wages, 2015-2018



Why is carbon pricing so hard to pass in Congress?
5/6 Both patterns are compounded by the makeup of the Senate.

• 2 seats per state 
leads to over-
representation of 
rural states

• 60 vote threshold for 
filibuster gives 
further power to the 
minority



Why is carbon pricing so hard to pass in Congress?
6/6  Carbon pricing increasingly faces opposition on the left. 



What are the factors in favor of carbon pricing?
1/4  Growing public support for and salience of climate action.

In exit polling after November election, 2/3 or more of voters said 
climate change was a serious problem (CNN, NBC) or expressed concern 
about climate change (FOX News)

According to a Morning Consult exit poll: Majority of Biden and Trump 
voters say climate is important to their vote.  Seventy-four percent of 
Biden voters said addressing climate change was very important in 
deciding whom to vote for.

Similar majorities supported Biden’s climate plan (New York 
Times/Siena College, October) or increased government spending on 
clean energy (FOX News).  Even carbon pricing does well in some polls!

https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftwitter.com%2FFridaGhitis%2Fstatus%2F1323760742466789381&data=04%7C01%7Cnkeohane%40edf.org%7C5903fccb5d36461e71cf08d881c505b1%7Cfe4574edbcfd4bf0bde843713c3f434f%7C0%7C0%7C637402030499423044%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=ufgdBSHsq%2BacYW7%2F39tIUNG8XzUENGN7TIKcIKqND14%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.nbcnews.com%2Fpolitics%2F2020-election%2Flive-blog%2Felection-day-2020-live-updates-n1245892%2Fncrd1246266%23blogHeader&data=04%7C01%7Cnkeohane%40edf.org%7C5903fccb5d36461e71cf08d881c505b1%7Cfe4574edbcfd4bf0bde843713c3f434f%7C0%7C0%7C637402030499443026%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=eT1aZf28SEGDfzJ1U7k%2Bhyx9XbQ1JbrHdYwi8RS4PwU%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftwitter.com%2Fblkahn%2Fstatus%2F1323757080558424067&data=04%7C01%7Cnkeohane%40edf.org%7C5903fccb5d36461e71cf08d881c505b1%7Cfe4574edbcfd4bf0bde843713c3f434f%7C0%7C0%7C637402030499433035%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=LouyOFs5uKRWF2Q6Dg0ZS%2B%2FEzDpcXSqIrc1RmLStzhY%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fint.nyt.com%2Fdata%2Fdocumenttools%2Fus101520-crosstabs1%2F016bc5d8ae03038c%2Ffull.pdf&data=04%7C01%7Cnkeohane%40edf.org%7C5903fccb5d36461e71cf08d881c505b1%7Cfe4574edbcfd4bf0bde843713c3f434f%7C0%7C0%7C637402030499453019%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=FR0tTpJjDjSn0mkc%2BoTiUaJlfirRlzwRy8niZSduD2M%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftwitter.com%2Floril%2Fstatus%2F1323758918938578945&data=04%7C01%7Cnkeohane%40edf.org%7C5903fccb5d36461e71cf08d881c505b1%7Cfe4574edbcfd4bf0bde843713c3f434f%7C0%7C0%7C637402030499433035%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=3NZs6TbyBEFfisObWEN08xIfQqyUq4YpJa9ZXonxOdA%3D&reserved=0


What are the factors in favor of carbon pricing?
2/4  Need for government revenue.

@ $25/ton



What are the factors in favor of carbon pricing?
3/4  The need for ambitious cuts in GHG emissions.

President Biden 
campaigned on a Net Zero 
by 2050 target.

An ambitious NDC of 50% 
below 2005 levels by 2030 
is feasible with a whole-of-
government approach.  
Carbon pricing can 
facilitate that.

Could Paris be a forcing 
function for domestic 
ambition?



What are the factors in favor of carbon pricing?
4/4  The alternative is Clean Air Act regulation.

The alternative to carbon pricing, especially in the electric power sector, 
is Clean Air Act regulation.

• 111(b) restrictions on new & modified natural gas-fired generating 
units

• 111(d) standards on existing power plants (a la Clean Power Plan)

• Strengthened health-based restrictions on NOx emissions under 
“Good Neighbor” provision of Clean Air Act

• Strengthened restrictions on remaining coal-fired power plants under 
air toxics provisions

While new regulations face legal challenges, industry craves certainty.



Prospects for federal carbon pricing policy

Two scenarios are plausible in this Congress – although far from likely:

1. Carbon tax in a budget reconciliation bill this summer to pay for 
infrastructure and stimulus spending.

2. Federal clean energy standard on electric power sector

Key issues

• Can Congress pass a CES through reconciliation?

• Even to get to 50, you need Joe Manchin (D-WV).

• Is there enough demand for revenue to pass a carbon tax?

• How much risk is posed by Clean Air Act regulation?
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