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THE MARKET FORCES BEHIND NORTH
CAROLINA’S FALLING EMISSIONS

The Brookings report made that result seem almost
counterintuitive, using the term “decoupling” of economic growth from emissions — “a task some have said was
impossible.”8 Nevertheless, the idea that economic growth
and emissions are invariably linked without centralized
government control to break them apart is not supported
by economic consensus.
Cleaner and cleaner air has in fact been a reliable trend
in freer societies with faster-growing economies, whereas growing pollution is a trend in command-and-control
economies. Market economies reward innovators who
produce more and waste less, which has the unanticipated
side benefit of encouraging cleaner production. Centrally
controlled economies block this process and lack this entrepreneurial vision.9
Economists use something called the Environmental
Kuznets Curve to describe this relationship. Initially developing economies necessarily produce greater pollution
than the pre-existing state of nature. When societal wealth,
life expectancies, and productivity reach a certain point,
however, people begin valuing cleaner environments,
while technological advances and post-development shifts
in industry produce cleaner and more efficient outcomes.
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A new report from the Brookings Institution1 reiterated encouraging findings on U.S. energy-related emissions
by the U.S. Energy Information Administration,2 the National Oceanic and Atmospheric Administration,3 and
some international environmental organizations.4 Since
2000, carbon dioxide (CO2) and other emissions in the
United States are down.
In North Carolina, the report showed, CO2 emissions
are down 14.6 percent since 2000.5 North Carolina’s rate
of “decarbonizing” its economy is greater than four-fifths
of the 50 U.S. states — ranking it in the top 10.6
Emissions are falling, the report showed, as the economy is growing. Nationally, the economy grew by 30 percent since 2000, while emissions fell 10 percent. In North
Carolina, the economy grew by 26.3 percent while emissions fell by 14.6 percent.7
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Source: Calculations made by the Electric Power Systems and Reliability Team; Office of Electricity, Renewables, and Uranium Statistics; U.S. Energy Information Administration.

New research shows that improvements are market-oriented,
not government-driven

Technological innovation in energy
sourcing — namely, the fracking
revolution leading to significant
price reduction in natural gas — is
responsible for a large part of this
emissions decline.
Those outcomes are not inevitable, however. They require well-established property rights and protections of
market freedom. Government distorting the market, such
as by subsidies or by other cronyist interferences such as
purchase mandates, hinder rather than help improvement
in environmental quality.10

Market Forces Leading to Emissions
Reductions
Reasons identified by Brookings for falling emissions
over the 21st century are directly market-oriented as opposed to government-driven:

Carolina “in large part” from sourcing more of its electricity generation from nuclear (32 percent) and a growing
percentage from natural gas (22 percent) and away from
coal (38 percent).13

No significant impact on CO2 reduction
through renewable energy
The Brookings report included a brief note about renewable energy resources such as wind and solar. Those
sources “have yet to register as broad an impact” as expected. It found, “this analysis does not find a strong statistical relationship between states’ emissions reductions

Market trends

Environmental Kuznets
Curve

Technological change and consumer preferences favor
less “carbon-intensive” goods and services. A growing service sector in the economy’s industry structure also lowers
emissions.
North Carolina’s service sector saw one of the nation’s
largest expansions, growing from 63 percent of Gross Domestic Product (GDP) to 72 percent. Neighboring Georgia
and Virginia were other states with relatively high growth
in the service sector.11

Since 2000, especially because of “the decline of natural gas prices made possible by the ‘fracking’ revolution,”
states have moved into lower-emissions fuel sources “such
as through the substitution of natural gas for coal in power
plants.”12 The other significant low-emissions fuel source
the report notes is nuclear.
The report credited emissions reductions in North

Pollution

Market-driven price changes in energy
sources
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and solar and wind’s share of power generation.”14
In fact, the report found that in most of the states that
saw the greatest growth of wind or solar in terms of the
states’ share of electricity generation, “carbon emissions
rose from 2001 and 2014, as well as in the period since
2008 when wind and solar development has taken place
in the country.”15 (Emphasis added.)
That period since 2008 is also when the decline in natural gas prices owing to fracking began.
The report hypothesizes that “it is likely renewables
will soon contribute” to emissions reductions and suggests
that what reductions renewables could be already having are “probably being undercut by other factors.”16 It
doesn’t identify any factors17 nor give an idea how soon18
renewables would begin contributing.

Conclusion: Free Markets Are
Producing Results That Governments
Aren’t

The top priority for electricity policy in North Carolina is providing reliable power while keeping consumers’
costs as low as possible. Electricity is a basic human need.
It is not the case, however, that North Carolinians face

a hard choice of higher emissions for least-cost, reliable
electricity. This supposed tension, used to justify attempts
at greater state government interventions in energy policy,19 does not actually exist.
Nor is it the case that state government must strike a
balance between least-cost, reliable electricity and lower
emissions. Economic theory warns that would hinder emissions reduction, not help. Meanwhile, it would impose
higher electricity costs than otherwise on poor North Carolina families, small businesses, and everyone else.20
Instead, energy-based emissions in North Carolina
have fallen at a greater rate than in most other states.
Technological innovation in energy sourcing — namely,
the fracking revolution leading to significant price reduction in natural gas — is responsible for a large part of this
emissions decline.
Market trends, a growing service sector, and consumer
preference have also been contributing to the emissions
decline. None of those factors is dictated, let alone is foreseeable, in the halls of power in Raleigh.
In fact, states that tried to force the issue by mandating
the greatest reliance on renewable energy sources have by
and large failed to realize emissions reductions enjoyed by
the rest of the country.
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