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Could Renewable Energy be a Key Driver for Economic Recovery

 from the COVID-19 Shutdown? 
Drivers for an Economic Recovery (Article #2)

Cotter McCarthy, Research Intern Energy Policy
1. University of Oxford 
A study from the University of Oxford recently surveyed 231 senior economists from G20 countries – including senior central bank officials, senior development bank officials, senior members of finance/treasury ministries, expert academics, and think tank commentators – on the economic and climate impact of 25 major fiscal recovery policies, in the context of the COVID-19 economic crisis. These 25 policies were chosen based on a cataloguing of over 700 G20 fiscal stimulus policies proposed and/or implemented during and since the Global Financial Crisis (2008-2020). 
The survey, conducted in April 2020, asked respondents to subjectively evaluate each policy across three core metrics using sliding responses: speed of implementation from the time of legislation (less than a month to more than 3 years), long-run economic multiplier (low to high), and climate impact potential (highly negative to highly positive). In addition, respondents were asked about the “overall desirability” of each policy (strongly opposed to strongly support).  
Overall, survey respondents expressed the belief that economic recovery and addressing the climate crisis can be achieved simultaneously. They identified several stimulus policies that deliver large economic multipliers reasonably quickly and significantly reduce carbon emissions at the same time. These policies included connectivity infrastructure investment, general R&D spending, education investment, clean R&D spending, and clean energy infrastructure investment. Clean energy infrastructure investment, defined as “increased spending in clean electricity and heat generation and storage,” also ranked 5th highest in terms of overall desirability.  
The senior economists were selected for the survey in an impartial manner and from a wide range of institutions. The expert academics were selected by virtue of their publications in top economics journals on matters related to fiscal policy. G20 central bank officials, G20 finance ministry staff, and development bank officials were selected through internet searches of public data for high-level employees at each respective institution. The development bank officials were drawn from prominent multinational development banks (based on scale of operation) and the International Monetary Fund (IMF). Finally, global think tank commentators were selected based on their senior status in Economics at 120 top-tier think tanks, which were identified using ranking systems created by the University of Pennsylvania and IDEAS. Of course, not every individual selected responded to the survey (the overall survey response rate was 19.7%), leaving open the potential for participation and/or response bias. 
The data suggests that survey respondents generally “placed a strong weighting on the importance of climate impact,” which may have influenced the results of the survey. For example, clean R&D spending (high climate impact) was ranked much higher than general R&D spending (moderate climate impact) in terms of overall desirability, despite receiving a worse ranking for both speed of implementation (25th vs. 20th) and long-run economic multiplier (12th vs. 6th). As the authors of the study acknowledge, “climate change beliefs of respondents could have influenced their responses to economic metrics in either direction.” 
In addition to the survey respondents, the authors of the study expressed their own support for clean, renewable energy investment, which provides clear short and long run benefits. In the short run, renewable energy projects are labor intensive, generating many jobs required for assembly and installation. One model suggests that “every $1m in spending generates 7.49 full-time jobs in renewables infrastructure, 7.72 in energy efficiency, but only 2.65 in fossil fuels.” This job creation is crucial in the midst of a recession when jobs are scarce. In the long run, renewable energy requires less labor for operation and maintenance, which “frees up labor as the economy returns to capacity.” In addition, renewables provide cheaper energy than fossil fuels in many cases, offering long-run savings and high returns. Given the benefits of renewable energy investment, the authors of the study included in their own list of suggested fiscal recovery policies “clean physical infrastructure investment in the form of renewable energy assets.” Other policies that offer high economic multipliers and positive climate impact, according to the authors, include (1) building efficiency spending for renovations and retrofits including improved insulation, heating, and domestic energy storage systems (2) investing in education and training to address immediate unemployment from COVID-19 and structural shifts from decarbonization (3) natural capital investment for ecosystem resilience and regeneration including restoration of carbon-rich habitats and climate-friendly agriculture and (4) clean R&D spending. (1)
2. University of California, San Diego 
In another study analyzing past economic recessions, researchers from the University of California, San Diego also highlight investment in renewables as a desirable policy to drive the economic recovery from the COVID-19 crisis. They outline several climate-friendly policies that would deliver jobs and revenues quickly, including “incentives to boost the pipeline of wind and solar power plants.” The renewable energy sector, according to the researchers, is ready to absorb lots of stimulus money quickly, making the sector an obvious option for a shovel-ready investment. Similar to the authors of the Oxford study, the UC San Diego researchers also identify conducting energy retrofits for buildings as a climate-friendly recovery policy that would generate jobs quickly. (2)
3. McKinsey & Company
A recent study from McKinsey & Company expressed similar support for a high-growth, low-carbon economic recovery. According to the study, “a low-carbon recovery could not only initiate the significant emissions reductions needed to halt climate change but also create more jobs and economic growth than a high-carbon recovery would.” McKinsey makes reference to an econometric analysis of government spending on energy technology, which found that spending on renewables generates five more jobs per million dollars invested than spending on fossil fuels. 
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Indeed, the McKinsey study identifies renewables as a key component of low-carbon stimulus packages. More specifically, the study includes “accelerate the build-out of wind- and solar-power generation capacity” among its list of 12 feasible stimulus measures for economic recovery. The 12 stimulus measures were chosen for their strong socioeconomic benefits (offer high job-creation potential and gross-value-added multipliers) and significant decarbonization effects (offer high reductions in CO2 emissions) in the near, medium, and long terms. In addition to expanding renewables, the study recommended retrofitting houses to increase energy efficiency (i.e. installing heat pumps), building carbon-capture-and-storage infrastructure around large industrial clusters, and expanding electric-vehicle (EV) charging networks, among other “green” stimulus policies. (3)
4. Summary
The severity of the COVID-19 economic crisis will require fiscal recovery policies and stimulus programs likely lasting for months or even years. Across the globe, economic experts recognize that these policies can “kill two birds with one stone” by simultaneously stimulating economic growth and addressing the climate crisis. The renewable energy sector, particularly wind and solar, will undoubtedly be key to achieving this goal. 
5. Next: House Select Committee on the Climate Crisis
The Moving Forward Act (H.R. 2) and the recent report released by the House Select Committee on the Climate Crisis detail the Democrat oriented approach towards dealing with the climate crisis over the next several years. Both products had significant minority member input and comment from the public sector. The next essay in this series will analyze the Select Committee’s report. More specifically, we will look at the impact of the programs outlined in the report on the Northeast and Midwest geographic region.
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