
Does the World Need 
Climate Insurance?

The Best Scientifi c and Economic 
Evidence Says NO





CO2Coalition.org

Does the World Need 
Climate Insurance?

The Best Scientifi c and Economic 
Evidence Says NO



Preface
This white paper summarizes the views of the CO2 CoaliƟ on, a new and independent non-profi t 

organizaƟ on that seeks to engage thought leaders, policy makers, and the public in an informed, dispas-
sionate discussion of how our planet will be aff ected by carbon dioxide (CO2) emissions. 

In our two previous white papers, Carbon Dioxide Benefi ts the World; See for Yourself and A Primer 
on Carbon Dioxide and Climate (both available at www.co2coaliton.org), the CoaliƟ on set forth the 
argument that addiƟ onal CO2 emissions will be a net benefi t, rather than a problem, for the world and 
explored the science behind the interacƟ on between CO2 and climate. 

Our third major report—A Climate Surprise, an account of our fi rst naƟ onal conference, in NYC, 
March 29, 2016—off ers added detail on issues such as the benefi ts to agriculture, along with climate 
economics and global temperature trends based upon the most reliable satellite instruments.

The present white paper is the fi rst in a new ongoing series of special studies examining how CO2
helps our world now and in the future.  This analysis considers a major quesƟ on raised by many people: 
“If there is uncertainty about the impacts of more CO2 in the atmosphere, shouldn’t we buy insurance?”  
Just as the CoaliƟ on has urged in all of its work, please read the assessment here and “see for yourself” 
what path you prefer.

Individuals and businesses rouƟ nely purchase insurance to guard against various 
forms of risk, such as fi re, theŌ , or other loss. This logic of self-protecƟ on also applies 
to climate change.

—“The Cost of Delaying AcƟ on to Stem Climate Change,” President’s Council of Economic Advisers, July 2014 
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Executive Summary
President Obama’s Council of Economic Advisers asserts that climate insurance, like fi re insurance, 

is just common sense. Their analogy, however, is fundamentally wrong.
House fi res are not only serious, but also common. We know what causes them, how oŌ en they 

occur, and the amount of damage that results. For a few hundred dollars a year, a homeowner can 
protect himself against a known risk of a catastrophic incident. Yet there is no empirical evidence that 
catastrophic climate change is a risk at all.  

Many people refer to carbon dioxide 
(CO2) as a “pollutant;” in reality, CO2 gas is a 
natural part of the ecosystem—and essenƟ al 
to life on Earth. CO2 levels are currently at 
record low levels compared with those that 
prevailed over most of the Earth’s history.

The modest increases in CO2 levels that 
have occurred over the past century—thanks, in part, to the combusƟ on of fossil fuels—have led to 
a pronounced and well-documented greening of the Earth. Plants grow beƩ er and are more drought 
resistant with more CO2.  This greening has benefi Ʃ ed—and will conƟ nue to benefi t—human society, 
parƟ cularly the world’s poor, whose lives depend on producƟ ve agriculture.  

The acƟ ons necessary to reduce CO2 emissions by any meaningful amount as “insurance” against 
climate change would be painful for Western countries and devastaƟ ng for poor countries. Sensible 
people spend their insurance dollars carefully to protect their families against real risks. “Climate 
insurance” would simply be a waste of scarce resources.
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I. Is Every Insurance Policy a Good Idea?
Insurance policies allow people to pool their funds to protect themselves against known risks. The 

risks associated with fl oods, fi res, hurricanes, premature death, and other harmful events can generally 
be calculated from actual experience. People pay a premium for insurance coverage whose price is 
slightly above its staƟ sƟ cal value; but in return, they receive peace of mind knowing that they will be 
covered if they are one of the unlucky few who suff er harm.

In 2015, for example, fi re departments in the U.S. responded to 365,500 home fi res, which caused 
$7 billion in direct damage.1 In any given year, roughly one in 265 insured homes suff ers a fi re-related 
loss.2 The average loss is quite predictable: about $19,000 for each fi re, or roughly $70 for each insured 
homeowner. This situaƟ on fi ts the insurance model perfectly.

Almost everyone buys insurance in one form or another; but most people treat insurance salesmen 
with understandable skepƟ cism. Salesmen, aŌ er all, are trying to sell you something. Sensible people 
choose their policies carefully and buy insurance only under three circumstances:

• The risk must be real. Fire insurance makes sense. Yet suppose that your insurance agent off ered 
you a policy to protect your home against a meteor strike.  Even though such an event is unlikely, 
the salesman argues, the consequences would be disastrous—for this reason, you should buy 
insurance coverage.  

 According to the Planetary Science InsƟ tute, hundreds of thousands of meteors enter the Earth’s 
atmosphere every year and about 500 hit the Earth’s surface.3 The probability that a meteor will 
strike your house in any given year is about one in ten billion. In other words, a meteor will hit 
some house in the U.S. roughly once every 140 years. The staƟ sƟ cal value of such a policy would 
be a small fracƟ on of a penny: insuring against such an event would be foolish.

• The policy must be priced fairly. If your house is worth $250,000 and the chance of losing your 
home in a fi re is one in 350, you would not pay $10,000 a year for an insurance policy. If you did, 
you would give your insurance company the full value of your home every 25 years, even though 
the odds of a fi re are less than one in fi Ō een over that period. Insurance costs real money and all 
but the wealthiest people need to budget their insurance dollars carefully.

• The policy must protect you. If your insurance agent off ered you a homeowner’s policy with a 
premium of $100 per year—but a payout of only 1% of your house’s value in the event of a fi re—
you would turn him down.  
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Climate “insurance” fails all three of these tests. Catastrophic climate change is a hypothesis without 
empirical support. Signifi cant reducƟ ons in global CO2 emissions would be enormously expensive, 
limiƟ ng living standards in the West and prevenƟ ng the world’s poor from liŌ ing themselves out 
of poverty.

Moreover, the policies that are under discussion in the United NaƟ ons negoƟ aƟ ng framework would 
have virtually no impact on the amount of CO2 in the atmosphere. Therefore, such policies would off er 
no protecƟ on against the catastrophic climate scenarios that these policies are intended to address.

II. Are PrecauƟ ons Always Sensible?
The insurance model doesn’t work for all possible risks. HypotheƟ cal events, such as nuclear war 

or massive solar fl ares, are potenƟ ally catastrophic, but their probabiliƟ es are unknown. Furthermore, 
there is no way to accumulate suffi  cient cash to cover an event that would devastate society. We don’t 
buy insurance policies against nuclear war. We try to stop it from happening.

In other words, we talk about precauƟ ons, not insurance. The President’s Council of Economic 
Advisers is not really proposing a climate-insurance policy but rather a precauƟ onary reducƟ on of 
carbon-dioxide emissions to forestall a supposed catastrophe. 

Even if the climate risk is unknown, shouldn’t we cut CO2 emissions just in case? Aren’t we always 
beƩ er off  reducing risk? The answer to both quesƟ ons is no.

Modern industrial socieƟ es are remarkably safe by historical standards; but risks sƟ ll abound, 
including from illness, war, accidents, crime, polluƟ on, bad weather, and other hazards of our complex 
world. Intelligent people understand these risks and take sensible precauƟ ons for themselves and their 
progeny. The key word: sensible.  

President Obama once said, “This is the only planet we’ve got. And years from now, I want to be 
able to look our children and grandchildren in the eye and tell them that we did everything we could 
to protect it.”4 Our children and grandchildren want a world that’s not only safe, but also free and 
prosperous. If we squander our children and grandchildren’s economic and cultural inheritance chasing 
phantoms, they won’t thank us. For the sake of future generaƟ ons, we need to make sound decisions 
about risks.

Most animals rely on insƟ nct to avoid risks. They know what predators smell like and react quickly 
to the scent. When they hear a sudden noise, they run. Fortunately, humans are uniquely equipped 
to understand and manage risks by applying our innate intelligence—one of our major evoluƟ onary 
advantages.

Intelligence, however, has its drawbacks. Most adults are smart enough to avoid sƟ cking their hand 
in a Ɵ ger’s cage or standing in an open fi eld during a thunderstorm. Our cauƟ on about reasonable 
fears is called “common sense.” Unfortunately, we also have the ability to see risks that do not exist, 
overesƟ mate small risks, and take excessive measures to avoid perceived risks.



Successful risk management requires prioriƟ zing the full range of possibiliƟ es; selecƟ ng for acƟ on 
those risks that are serious and avoidable; and rejecƟ ng acƟ on for those that are not. This process is 
not easy. Yet in addiƟ on to our individual brains, we have another crucial advantage. As a society, we 
can gather and share data regarding risks and then apply the most powerful tool that humans have 
developed: science.

Science allows us to discriminate among potenƟ al risks and take not every possible precauƟ on but 
jusƟ fi ed precauƟ ons. For example, should we take the train as a precauƟ on against dying in a plane 
crash? AŌ er all, a simple steel machine moving along a fi xed track at 60 miles per hour seems intuiƟ vely 
safer than a fragile and technologically complex aluminum tube hurtling through the air at 600 miles an 
hour six miles above the Earth.

Actual data, however, tell us that this intuiƟ on is wrong. The U.S. suff ers one fatality for every 20 
million passenger-miles traveled on trains but only one fatality for every 40 billion passenger miles on 
planes.5 Even though planes are much safer than trains, 15%–20% of the populaƟ on have a fear of fl ying 
and 2%–3% are suffi  ciently afraid that they avoid air travel altogether.6

John Madden, the Oakland Raiders coach 
and TV football commentator, famously 
preferred to travel around the U.S. by bus 
rather than by plane. Taking a bus might 
make sense for reasons of convenience—or 
even to avoid anxiety—but it’s a terrible risk-
management strategy.  

Today, Americans are bombarded with 
risk claims and accompanying demands for 
precauƟ onary acƟ on. Do cell phones cause 
brain cancer? Do vaccines cause auƟ sm? Are 

geneƟ cally-modifi ed foods dangerous? Do arƟ fi cial sweeteners cause cancer? Has the Earth’s ozone 
layer disappeared? Can I get cancer from living near power lines? Do nuclear power plants emit harmful 
radiaƟ on? Is the Earth running out of mineral resources? Will burning fossil fuels make our planet 
unlivable?

Humans cannot funcƟ on if we treat every possible risk as both real and catastrophic. We have limited 
resources of Ɵ me and money: we must prioriƟ ze the risks that we wish to address. Infi nite precauƟ ons 
are a recipe for paralysis. Furthermore, some precauƟ ons can cause severe damage, regardless of the 
good intenƟ ons of their promoters.

Consider the pesƟ cide DDT. The successful drive to outlaw DDT began in 1962 with the publicaƟ on of 
Rachel Carson’s book The Silent Spring, which claimed that DDT was carcinogenic and would devastate 
bird populaƟ ons. A nascent environmental movement, fueled by the media, demanded a ban on DDT 
as a precauƟ on against its supposedly severe environmental and health eff ects. The argument: cauƟ on 
demanded acƟ on, even if the science was not rock solid.

Science allows us to 
discriminate among potenƟ al 

risks and take not every 
possible precauƟ on but 

jusƟ fi ed precauƟ ons. 
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More than 50 years later, the science of DDT remains controversial. The pesƟ cide may be carcinogenic 
and may cause problems among bird populaƟ ons. The damage caused by our “precauƟ ons,” however, 
is undisputed.

Despite decades of eff orts to fi nd improved methods of prevenƟ ng and curing mosquito-borne 
malaria, DDT remains the most eff ecƟ ve weapon against this killer disease.7

According to the Centers for Disease Control and PrevenƟ on, 214 million people contracted malaria in 
2015 and 438,000 people died, primarily African children.8 Since the 1972 ban on DDT, roughly 20 million 
people have died from malaria.

Only recently have internaƟ onal bodies, such as the World Health OrganizaƟ on, reluctantly begun 
to accept the limited use of DDT as a life-saving approach to mosquito control.9 The preempƟ ve ban on 
DDT may not have been wise, aŌ er all.

III. Is Climate Risk Real?
Media accounts of the present and future eff ects of human-caused climate change present a bleak 

picture. The message: human emissions of CO2 are bringing rapidly rising seas, a dramaƟ c increase in 
extreme weather events, widespread crop failures, climate refugees, and rising military tensions. Some 
U.S. poliƟ cal leaders have even called human-caused climate change the greatest threat to naƟ onal 
security that our naƟ on faces. Science, however, paints a dramaƟ cally diff erent picture.  

Carbon dioxide (CO2) is most assuredly not a “pollutant.” The combusƟ on of fossil fuels and many 
other human acƟ viƟ es—including every breath 
we exhale—do release carbon-dioxide gas into 
the atmosphere; but CO2 is not a contaminant like 
oxides of sulfur and nitrogen, lead, or arsenic.

Instead, carbon dioxide is essenƟ al for—and 
a benefi t to—life on Earth. Current CO2 levels are 
about 400 ppm (parts per million), a record low 
level compared with those that prevailed over most 
of the Earth’s history. The modest increases of CO2 that have already occurred over the past century 
(thanks, in part, to the combusƟ on of fossil fuels) have led to a pronounced and well-documented 
greening of the Earth.

Plants grow beƩ er and are more drought resistant with more CO2. This greening has benefi Ʃ ed—
and will conƟ nue to benefi t—human society, parƟ cularly the world’s poor, whose lives depend on 
producƟ ve agriculture.

So what exactly is the supposed risk of climate change? Is it true, as some claim, that the adverse 
eff ects of atmospheric warming will ulƟ mately overwhelm the clear and present benefi ts of CO2? 
The argument here is not whether carbon dioxide warms the atmosphere. Physics tells us that CO2
is a greenhouse gas, and virtually everyone agrees on this point. The criƟ cal quesƟ ons are how much
warming will occur and what the consequences of that warming will be.  

Carbon dioxide is 
essenƟ al for—and a 

benefi t to—life on Earth 



Straighƞ orward calculaƟ ons show that if atmospheric carbon-dioxide levels were doubled, with no 
changes in the relaƟ ve humidity, cloudiness, or other atmospheric properƟ es, the Earth’s surface would 
warm by about 1° C, a criƟ cal parameter known as the feedback-free equilibrium climate sensiƟ vity. 
A temperature increase of this magnitude over the course of the twenty-fi rst century would be highly 
benefi cial to mankind. The U.N. Intergovernmental Panel on Climate Change (IPCC), however, argues 
that equilibrium climate sensiƟ vity is much higher: 1.5°–4.5° C.

Why this discrepancy? The high IPCC sensiƟ viƟ es are generated by climate models, which make 
assumpƟ ons that lead to feedback eff ects from humidity and other properƟ es of the atmosphere that 
amplify the warming eff ect of greenhouse gases.  

According to NASA, atmospheric CO2 concentraƟ ons have increased from about 290 ppm in 1880 
to about 400 ppm today, an increase of nearly 40%.10 But CO2 is not the only greenhouse gas. Other 
anthropogenic greenhouse gases—mainly methane (CH4), halocarbons, and nitrous oxide (N2O)—have 
increased the warming eff ect, “radiaƟ ve forcing,” by about the same amount as CO2.

If human acƟ vity were responsible for all the observed warming, the total temperature increase 
since 1880 should thus be close to what we would see from a doubling of CO2 in the atmosphere. NASA 
data indicate that average surface temperatures have increased by only about 1° C between 1880 and 
2015.11 These observaƟ ons off er no support for high sensiƟ vity.

The high-sensiƟ vity climate models used by the IPCC can reproduce observaƟ onal data only with 
major ad hoc analyƟ cal contorƟ ons, such as the assumpƟ on that aerosols—such as sulfate parƟ cles in 
the upper atmosphere—refl ect enough sunlight back into space to act as a massive off set to warming 
from more greenhouse gases. If only ‘most’ of the warming since 1960 is due to human acƟ vity (which 
is what the IPCC claims), then the task of making high sensiƟ vity compaƟ ble with empirical observaƟ ons 
becomes even more diffi  cult and implausible.

The predicƟ ons of catastrophe contradict the geological record, too. The Earth has already 
experienced much higher CO2 levels than those prevailing today, and life fl ourished on the land and 
in the oceans. A doubling or even quadrupling of CO2 levels over the next century or two would likely 
produce posiƟ ve results for humankind.

Some argue that the complete lack of empirical evidence for accelerated warming is irrelevant; 97% 
of scienƟ sts, they point out, believe that climate change is “real.” This famous 97% fi gure is based on 
literature reviews or surveys asking broad quesƟ ons, such as whether the respondent agrees that man-
made CO2 contributes to warming.

Virtually everyone agrees that climate change is “real” in the sense that the Earth’s climate changes 
over Ɵ me and that CO2 has some infl uence on that change. SƟ ll, surveying opinions on vague quesƟ ons 
adds nothing to a reliable understanding of climate science.

Too oŌ en, observers aƩ ribute every variaƟ on in local weather paƩ erns to sweeping human-induced 
climate change. NASA, for example, cites as evidence of man-made climate change the observed rise 
in sea levels, the observed increase in the temperature of the atmosphere and the oceans, shrinking 
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ice sheets, declining ArcƟ c sea ice, glacial retreat, extreme weather events, ocean acidifi caƟ on, and 
decreased snow cover.12

But this evidence supports such a sweeping asserƟ on only if we really know how to disƟ nguish 
anomalies from natural variability. The geologic record shows that climate has varied greatly over Ɵ me. 
We are only now beginning to understand cyclical variaƟ ons in ocean currents, for example, which may 
explain much, or even all, of the warming observed in recent years.

Some of these ocean cycles operate over periods of years; some work over decades, centuries, 
and even millennia. No individual—whether a trained scienƟ st or an average ciƟ zen—can conclude 
from personal experience that the climate is changing outside natural variability without much stronger 
evidence than exists today. 

The high climate sensiƟ viƟ es required to support claims of catastrophic eff ects are a predicƟ on about 
future developments, not a descripƟ on of the present condiƟ on of the climate. There is no convincing 
evidence that these predicƟ ons will come true.  

Debunking catastrophic climate predicƟ ons has been likened to the stance of tobacco companies 
denying that smoking is hazardous. This charge fails. The correlaƟ on between smoking and lung cancer 
is so strong that it can no longer be dismissed as coincidence.  

According to the American Lung AssociaƟ on, in 2015, lung cancer accounted for the deaths of 158,000 
Americans—27% of all cancer deaths. More than 130,000, or 82%, of those who died of lung cancer 
were smokers.13 Actual deaths are evidence; predicted deaths are not. The conclusion that smoking is 
dangerous is based on science, not on opinion and certainly not on computer models.

There is no comparable evidence for the possibility of catastrophic climate change. In healthy 
scienƟ fi c fi elds, the esƟ mated uncertainty of key parameters decreases with Ɵ me as our understanding 
grows. The link between smoking and lung cancer grew stronger with each passing year, but the evi-
dence for catastrophic global warming 
has become weaker over Ɵ me.

Warming, especially over the past 
20 years, has been much less than 
originally predicted. The key parameter 
of climate sensiƟ vity—the equilibrium 
temperature rise from doubling CO2
concentraƟ ons—has also become less 
certain. In fact, the IPCC has increased 
its range of uncertainly for this criƟ cal 
parameter, from 2.0–4.5°C in its 2007 
report to 1.5–4.5° C in its latest 2014 
report. 

Catastrophic eff ects are 
a predicƟ on about future 

developments, not a descripƟ on 
of the present condiƟ on of the 
climate. There is no convincing 
evidence that these predicƟ ons 

will come true. 



IV. How Much Would a “Climate-Insurance Policy” Cost?
Even if the risk of climate catastrophe is very small, couldn’t we reduce carbon-dioxide emissions 

with minimal cost while creaƟ ng posiƟ ve economic and environmental benefi ts for society? The answer 
is no: the costs of carbon reducƟ on are high and the collateral damage would be signifi cant.

Fossil fuels are woven into the fabric of modern economic life. Oil, coal, and natural gas account for 
over 85% of total world primary energy supply and are likely to remain the dominant energy sources for 
decades to come.14 The World Bank esƟ mates current global GDP at about $73 trillion per year.15 The 
total market value of all fossil fuels sold in the world today is $5 trillion–6 trillion per year16—or 6%–8% 
of world economic output.

Energy is an essenƟ al input: its cost 
and performance aff ect everything we do. 
Economists call this a “mulƟ plier” eff ect, 
and the mulƟ plier for energy is very large, 
indeed.

Oil provides criƟ cal mobility for people 
and freight. Coal generates the low-cost 
electricity that supports an industrial base 
and a modern living standard, parƟ cularly 
in countries such as China and India. 
Natural gas heats our homes and generates 
electric power cleanly and effi  ciently. Oil 
and natural gas provide feedstocks for plasƟ cs and other essenƟ al products.

When energy prices rise, the prices of everything we buy rise, too. These negaƟ ve eff ects cascade 
through the economy, aff ecƟ ng producƟ vity, output, and employment. By the same token, declining 
energy prices spur economic growth.

The process of economic development itself and the rise out of soul-crushing poverty in developing 
countries are, in large measure, driven by the subsƟ tuƟ on of chemical energy for human and animal 
power. A key component of any economic-growth strategy, for rich and poor countries alike, is access to 
low-cost, high-performance sources of energy.

Meaningful reducƟ ons in carbon-dioxide emissions would mean converƟ ng the global economy to 
renewable wind and solar power. Unfortunately, renewables are expensive and unreliable.

Today, the lowest-cost source of large-scale electric power in the U.S. is advanced combined-cycle 
generaƟ on fueled by low-priced natural gas. Onshore wind power costs about 2½ Ɵ mes as much, 
off shore wind power 6 Ɵ mes as much, solar photovoltaic power 5 Ɵ mes as much, and solar thermal 
power 8 Ɵ mes as much.17 Widespread use of these energy sources to reduce carbon-dioxide emissions 
would place a severe burden on the budgets of middle-class Americans and would seriously hamper the 
ability of the world’s poor to escape poverty.  

Oil, coal, and natural gas 
account for over 85% of total 
world primary energy supply 
and are likely to remain the 
dominant energy sources for 

decades to come. 
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Wind and solar energy are also “intermiƩ ent” (i.e., power is available only when nature provides it). 
The old proverb, “make hay while the sun shines,” embodies some ancient truths about solar power. 
You only get power when the sun shines, none at all at night, and not much on a cloudy day. If necessary, 
a combined-cycle natural gas plant can operate 85% of the Ɵ me or more. Overall, solar-energy systems 
operate only around 15% of the Ɵ me; wind-power systems, which operate about 25% of the Ɵ me, are 
not much beƩ er.

This lack of predictability and reliability is unmanageable for modern electric grids except in very 
small doses and with signifi cant transmission and dispatch costs. Today’s modern economy relies on 
electricity available not only in large quanƟ Ɵ es but when needed and at precise voltages and frequencies. 
Renewable energy cannot currently—or foreseeably—meet these technical needs. 

In addiƟ on to its high cost, renewable electricity’s role in the energy economy is severely constrained 
by the lack of storage technology. BaƩ eries are parƟ cularly criƟ cal to the use of electricity in transportaƟ on. 
Today’s electric-car baƩ eries cost thousands of dollars yet provide only limited range. BaƩ ery and other 
electricity-storage technologies have improved in recent years; but they are sƟ ll inadequate to support 
large-scale renewable-energy use.

The case for deploying wind and solar energy rests on fi ve major fallacies: 

1. “Renewable energy sources are free.” While the fuel cost of wind and solar power is zero, the 
capital/maintenance costs of the machines that convert wind and sun into stable, usable electricity are 
prohibiƟ vely high.

2. “Fossil fuels appear less expensive than renewables only because of heavy subsidies to fossil 
fuels.” In some countries, primarily oil- and gas-exporters, fuel is sold at arƟ fi cially low prices to local 
ciƟ zens. For example, gasoline costs $0.02 per gallon in Venezuela, $0.88 per gallon in Kuwait, and $1.49 
per gallon in Iran.18

In the industrialized countries, however, fossil fuels are heavily taxed. For example, the OrganisaƟ on 
for Economic Co-operaƟ on and Development (OECD) idenƟ fi ed about $54 billion in fossil-fuel tax breaks 
and subsidies in its member states in 2013,19 but neglected to menƟ on the $475 billion in excise taxes 
that these same countries imposed on fossil fuels—above and beyond the normal levels of consumer 
taxaƟ on (general sales taxes or value-added tax). One cannot reasonably argue that wind turbines are 
having trouble compeƟ ng in Illinois because the mullahs sell cheap gasoline in Tehran.

Contrary to the arguments of renewable-energy manufacturers, wind and solar power benefi t from 
substanƟ al federal, state, and local subsidies that give them a compeƟ Ɵ ve advantage over convenƟ onal 
energy sources. According to the U.S. Department of Energy’s Energy InformaƟ on AdministraƟ on, wind 
and solar power each receives more federal subsidies than coal, oil, natural gas, and nuclear power 
combined.

On the more meaningful measure of subsidies per unit of energy consumed, fossil fuels receive 
about $0.10 per million Btu20 while wind and solar enjoy subsidies averaging $1.90 per MBtu. State and 
local subsidies add sƟ ll more to government-bestowed wind and solar favoriƟ sm.21



3. “Air polluƟ on from fossil fuels is a killer.” The InternaƟ onal Monetary Fund (IMF), for example, 
esƟ mates that fossil fuels cost the global economy $2.2 trillion annually in air polluƟ on, 60% of which is 
in China.22 Since renewable electricity emits no air pollutants, the implicaƟ on is that the rapid eliminaƟ on 
of fossil fuels must carry major public-health benefi ts.

It’s certainly true that burning fossil fuels emits real pollutants—such as oxides of sulfur and nitrogen, 
carbon monoxide, and parƟ culates (soot)—but energy is, as noted, a criƟ cal element of economic 
growth. Low cost, high-performance energy brings substanƟ al benefi ts as well as drawbacks.

UnƟ l the 1980s, for example, China was a country of generalized misery—a vast home not to 
U.S.-style poverty (where the annual poverty-
income threshold for a family of four is now 
$24,300)23 but abject poverty (defi ned by the 
World Bank as living on less than $1.90 per day). 
In Communist China, a life of malnutriƟ on, 
backbreaking labor, disease, infant mortality, 
constant worry, and an early grave were the 
rule, not the excepƟ on.

China’s post-Mao economic reforms, which 
allowed substanƟ al parts of the country to 
enjoy the benefi ts of freer markets and internaƟ onal trade, have brought extraordinary results. According 
to the World Bank, the number of Chinese living below the $1.90/day line decreased, from 66% (750 
million people) in 1990 to 11.2% (150 million people) in 2010.24  

The availability of low-cost electricity has supported rapid industrial growth in China, including export 
industries that currently generate over $2 trillion annually in foreign exchange, as well as industries that 
have aƩ racted over $100 billion annually in foreign direct investment. These earnings have created 
several hundred million modern jobs, which provide suffi  cient income to allow a Chinese worker to have 
quality housing, a balanced diet, medical care, mobility, and leisure Ɵ me.  

A direct result of increased wealth is an improvement in general health and a longer life expectancy. 
According to the UN, average life expectancy in China increased from 59 years in 1970 to about 75 years 
today.25 Low-cost electricity using inexpensive coal cannot account for all of that improvement, but its 
contribuƟ on is signifi cant.  

Life expectancy is not the only metric of well-being. Living even a modest middle-class lifestyle, as 
many hundreds of millions of Chinese can now do, is vastly superior in terms of human welfare than 
living as a subsistence peasant.

Since China began its economic reforms in 1979, 170 million–340 million Chinese migrated from 
farms to ciƟ es in search of economic opportunity, despite urban air polluƟ on.26 The IMF study cited 
above implies that China’s economic-development process—and the decisions of several hundred 
million Chinese—have been deeply irraƟ onal, and that these people would have been beƩ er off  in 
poverty, but with cleaner air.

Low cost, high-performance 
energy brings substanƟ al 

benefi ts as well as 
drawbacks. 
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4. “Scaling-up wind- and solar-power systems will drive their costs down a steep curve, ulƟ mately 
making them less expensive than fossil fuels.” Not all technologies enjoy economies of scale. Solar 
panels have goƩ en cheaper in recent years largely because of rapid growth in Chinese manufacturing, 
spurred by low labor costs and supporƟ ve government policies.

Although solar-equipment manufacturers oŌ en point to a high growth rate as a sign of success, 
solar energy remains a negligible component of world energy supply—with only about 1% of the global 
electricity market in 201527—despite several decades of government subsidies.  

Wind power has done somewhat beƩ er, with about 4% of the world electricity market.40 Wind 
turbines have also goƩ en less expensive, but not primarily through improved technology. Wind farms 
and individual wind turbines have simply goƩ en bigger; as a result, they have become highly controversial 
in many places.

At least in the U.S., scale-up is likely to be a limitaƟ on, not a boost, for wind power. Moreover, wind 
power is available disproporƟ onately at night, when electricity demand is low and other power plants 
are idle.

5. “The high costs of renewable energy will be off set by the growth and employment benefi ts 
of developing a new industry.” It is not possible to increase economic output by raising the cost of 
essenƟ al inputs. Otherwise, the government could improve our economy by outlawing power tools and 
earthmoving machines.

Some workers might benefi t from the resulƟ ng increased employment; but the cost of everything 
we build would go up, and everyone else would suff er. Living standards come from producƟ vity, not the 
number of jobs.

The employment/growth argument assumes 
that government planning is superior to free 
markets in allocaƟ ng capital and generaƟ ng 
employment. Yet central planning didn’t work 
for the Soviet Union in the twenƟ eth century; 
it won’t work anywhere else in the twenty-
fi rst century.  

The above fallacies for renewable energy 
aim to convince the public that eliminaƟ ng fossil fuels would be relaƟ vely painless, and, therefore, easy 
to accept as a precauƟ on against catastrophic climate change. In reality, real reducƟ ons in fossil-fuel use 
would have a severe adverse eff ect on the living standards of low- and middle-income Americans, as 
well as a devastaƟ ng impact on the world’s poorest, most vulnerable people.

It is not possible to increase 
economic output by raising 
the cost of essenƟ al inputs. 



V. The PoliƟ cians’ Dilemma
Elected leaders are well aware of the potenƟ al negaƟ ve consequences of climate policy for economic 

growth. In the poliƟ cal arena, calls to phase out fossil fuels are inevitably limited to long-term aspiraƟ ons 
unaccompanied by any discussion of means and the consequences of those means.

For example, in May 2015, President Obama said: “I am working internaƟ onally to reduce our carbon 
emissions and to replace over Ɵ me fossil fuels with clean energies.  … But I think that it is important also 
to recognize that that is going to be a transiƟ on process. In the meanƟ me, we are going to conƟ nue to 
be using fossil fuels.”28

 The President’s cauƟ on makes good sense; but how meaningful are the “transiƟ onal” steps that 
he is proposing? The IPCC argues that—to avoid what has been characterized as “dangerous warming,” 
defi ned as 2° C above pre-industrial levels—CO2 emissions must be reduced by 40%–70% below 2010 
levels by 2050.29 Global CO2 emissions in 2010 were about 31.5 billion metric tonnes (mt) per year.30

A 40% reducƟ on would require emissions in 2050 to be no more than about 19 billion mt, a decrease 
of 12.5 billion mt. Since 2010, however, global emissions have increased to 33.5 billion mt, so the IPCC’s 
suggested reducƟ on is, at a minimum, 14.5 billion mt from today’s level.

MeeƟ ng this target would require annual emissions reducƟ ons averaging about 1.5% per year—not 
too diffi  cult at fi rst blush. But U.S. Energy InformaƟ on AdministraƟ on projecƟ ons show carbon-dioxide 
emissions conƟ nuing to increase by about 1% per year for the foreseeable future, assuming climate 
policies in place today.31

This growth does not come from rich Americans wasƟ ng energy, but from the world’s poor working 
their way out of poverty. Compared with the above projecƟ on, meeƟ ng the IPCC’s precauƟ onary target 
would require reducƟ ons of about 2.5% per year—a signifi cantly more challenging feat. For example, an 
annual 2.5% reducƟ on implies global CO2 emissions of no more than 27 billion mt by 2030, a 12 billion 
mt reducƟ on compared with the EIA projecƟ on for that year.

At the December 2015 UN Paris Conference, delegates claimed a major breakthrough in emissions 
reducƟ ons by agreeing to a set of Intended NaƟ onally Determined ContribuƟ ons. In reality, INDCs are 
nothing more than “promises to make future promises.” But take the delegates at their word.

The American pledge was a 26%–28% reducƟ on from the 2005 level of 6.1 billion mt by 2025, which 
translates into a reducƟ on of only about 1 billion mt by 2025, compared with the EIA projecƟ on. The 
selecƟ on of 2005 as the base year is instrucƟ ve. U.S. CO2 emissions peaked in that year and have been on 
a downward trend since, thanks largely to the replacement of coal by low-cost natural gas, which emits 
about 40% less CO2 per unit of electrical-energy generated as coal.

How about China—now the world’s largest emiƩ er, at 9.2 billion mt per year, or 27% of the global 
total? China’s INDC32 promises that by 2030, China will (a) reduce carbon intensity (kilograms of CO2 per 
dollar of GDP) by at least 60% compared with 2005; (b) increase the share of non-fossil energy to 20%; 
and (c) reach its peak carbon-dioxide emissions.
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InteresƟ ngly, these promises are all in line with projecƟ ons of Chinese economic growth made 
before the Paris talks started. In essence, the Chinese government has commiƩ ed to nothing more than 
conƟ nued economic growth; in return, it received congratulaƟ ons and high praise from around the 
world. The U.S. and China, which account for about 45% of total global CO2 emissions, have together 
commiƩ ed to nothing more than slightly slower growth in carbon-dioxide emissions—not much of 
a precauƟ on.

PoliƟ cal leaders know that serious carbon reducƟ ons would bring higher energy prices, economic 
recession, and a premature end to their careers. According to the World Bank, U.S. economic growth 
has averaged 1.2% per year over the past eight years, compared with a 2.8% average over the past 
50 years.

The European Union has managed only 0.4% annual growth over the past eight years;33 the 
World Bank does not expect much improvement in the E.U.’s economic-growth rate in the next 
few years, either.34 This dismal economic situaƟ on leaves liƩ le poliƟ cal maneuvering room for severe 
carbon reducƟ ons.

Many of our leaders are aƩ empƟ ng to square this circle by off ering loŌ y rhetoric and symbolic 
acƟ ons, hoping that their environmental consƟ tuents will be mollifi ed while the economy is allowed to 
grow. SƟ ll, many of these symbolic acƟ ons, such as tax credits for wind power, preferenƟ al prices for 
wind and solar, and renewable porƞ olio standards, cost real money and hit the pocketbooks of middle-
class families—through direct taxes or higher uƟ lity bills.

Spain and Germany, for example, have spent billions of dollars on renewable-energy programs, 
which now contribute 11% and 12% of 
their energy requirements respecƟ vely, 
while their consumers endure residen-
Ɵ al electricity prices 2-3 Ɵ mes higher 
than those in the United States.  

The proposed American climate 
policies are no more than a rounding 
error on global atmospheric CO2 con-
centraƟ ons. Recalling that the IPCC wants 
to limit the global temperature rise to 
2° C and assuming climate sensiƟ vity at 
the high end of the IPCC range (4.5° C), 
a 20% cut in U.S. carbon-dioxide emissions would reduce global temperatures by only 0.02° C by 210035

—hardly a precauƟ on against alleged climate risk.

VI. Real PrecauƟ ons
DrasƟ c reducƟ ons in fossil-fuel use should not be seen as a simple precauƟ on against climate 

catastrophe. As shown above, such a policy would be a cost without benefi t.  

PoliƟ cal leaders know that 
serious carbon reducƟ ons would 

bring higher energy prices, 
economic recession, and a 

premature end to their careers. 



Consider other instrucƟ ve cases. Start with house fi res. In addiƟ on to buying insurance to protect 
against fi re losses, we also take steps to minimize kitchen dangers. Good-quality appliances, smoke 
detectors, ground-fault interrupters, and proper electrical wiring and gas supply are all sensible 
steps. What we don’t do: ban kitchens as a precauƟ on against kitchen fi res. Kitchens are too useful 
and necessary.  

Next, consider road accidents. 
In 2013, the U.S. suff ered 35,500 
automobile-related deaths.36 We 
all buy automobile insurance to 
protect against loss; but we don’t 
ban automobiles as a precauƟ on. 
Instead, we work to make cars 
safer, with considerable success.

According to the NaƟ onal Safety Council, the risk of death in motor-vehicle accidents fell from 7.6 
fataliƟ es per 100,000 vehicle-miles in 1950 to 1.2 in 2013—while total vehicle-miles driven increased 
more than six-fold. 37 The U.S. and most other countries have made great progress by focusing on safety 
improvements, including seat belts, air bags, beƩ er road design, stricter enforcement of traffi  c laws, 
improved vehicle crash-resistance, and other useful steps.

Finally, consider fossil fuels, which have shown similar successes in implemenƟ ng genuinely eff ecƟ ve 
precauƟ ons. Between 1980 and 2015, U.S. consumpƟ on of fossil fuels (oil, natural gas, and coal) grew 
from 69.8 quadrillion Btu (Q) to 79.3 Q, an increase of about 14%.38

According to the Environmental ProtecƟ on Agency, emissions of criƟ cal pollutants in the U.S. declined 
as follows over the same period: sulfur dioxide was down 85%, carbon monoxide, 85%, nitrogen dioxide, 
60%, and parƟ culates, 40%.39 These accomplishments are impressive.  

Confusing carbon dioxide with real pollutants will impede—not advance—environmental progress. 
Policies to reduce CO2, an essenƟ al component of life on Earth, carry no benefi t. AŌ er all, babies breathe 
out CO2, not sulfur or fl y ash. Our environmental policy should conƟ nue to focus squarely on reducing 
contaminants that harm public health.

History demonstrates that wealthy countries have the resources to clean up their environments, 
while poor countries do not. According to a 2014 report by the World Health OrganizaƟ on, six of the 
world’s 10 most polluted ciƟ es are in India, three are in Pakistan, and one is in Iran.

Los Angeles now ranks as the world’s 605th most polluted city, London is 829th, and New York is 
918th.40 Shouldn’t developing countries have the same chance for success as Western countries?

VI. Conclusion
Two diff erent salesmen are urging the world to purchase “climate insurance.” One wants to sell a 

policy with an exorbitant premium to protect against a non-existent risk. The second, mostly poliƟ cal 
leaders, off ers an expensive policy that provides zero protecƟ on against any risk. The CoaliƟ on’s advice? 
Decline both off ers.

Confusing carbon dioxide with 
real pollutants will impede—not 

advance—environmental progress. 
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