Renewable Energy Is Surging, but Not Fast Enough to Stop Warming
by Benjamin Storrow
Nov. 14, 2018 – Renewable energy is now cheaper than natural gas and coal in parts of the United States.  The only problem is that cheap renewables may not be enough to stop the world from warming to dangerously high levels.
The dynamic is outlined in a pair of recent reports.  The 1st is by the financial advisory firm Lazard Frères & Co. LLC.  It finds that wind and solar costs have declined by 69% and 88%, respectively, over the last 9 years.  In some parts of America, renewables don’t need subsidies to outcompete fossil fuels.
That should be music to the ears of climate hawks.
Yet the International Energy Agency’s (IEA) annual World Energy Outlook outlines the scope of the challenge facing greens.  The agency projects global energy demand will rise 25% through 2040, if it stays on its current trajectory.
Even more vexing for would-be carbon cutters is that the average coal plant in Asia is 11 years old.  That means emissions from the sector will likely be locked in for decades to come, even as older American plants are retiring.
“If we’re trying to avoid the absolute worst and scariest impacts of climate change, we should be transforming the energy system far faster than we are on the economics alone,” said John Larsen.  He is director of power sector and energy systems research at the Rhodium Group.
The IEA’s findings serve as a powerful reminder that the dynamics playing out in America’s power sector are not mirrored everywhere.
In the U.S., coal plant retirements in 2018 are nearing record highs, even as President Trump works to lessen the burden of environmental regulations.
The Lazard report shows why.  The levelized cost of energy—the total cost of building and running a power plant over its lifetime—for an onshore wind farm ranges from $29 per megawatt-hour to $56.  Utility-scale solar costs are $36-$44 per MWh.  And those numbers continue to decline.  Average wind and solar costs fell by 7 and 13% from 2017 levels.
By contrast, the cost of a coal plant was $60-$143 MWh, while a combined-cycle natural gas plant registered at $41-$74 MWh.
“Although diversified energy resources are still required for a modern grid, we have reached an inflection point where, in some cases, it is more cost effective to build and operate new alternative energy projects than to maintain existing conventional generation plants,” George Bilicic, vice chairman and global head of Lazard’s Power, Energy & Infrastructure Group, said in a statement.
The IEA expects renewable growth to continue.  It estimates renewables will account for 2/3 of all new power plant additions by 2040, growing from 25% of global electricity generation today to 40%.
The report also lays out the challenges facing the world when it comes to tackling emissions.  To keep up with rising oil demand, crude production would have to grow by 10 million barrels a day through 2025.  That’s roughly equivalent to Russian oil output, the world’s 3rd-largest crude producer.
The demand comes despite projected gains by electric vehicles.  In fact, it is being driven by the petrochemical, shipping and aviation sectors, areas of the economy almost completely reliant on petroleum products.
“The fastest growing petroleum demand is the hardest to address, from a climate perspective,” said Larsen.  He noted that other alternatives are not readily available in those sectors.
Meanwhile, the IEA estimates that coal will still account for 1/3 of total global emissions in 2030, driven by projects in Southeast Asia.  That’s one reason why the IEA sees global emissions edging higher in the future.  Carbon emissions climbed 1.4% in 2017.
The IEA’s analysis shows that 70% of all new energy investment will be government-driven.  “This means that, if the world is serious about meeting its climate targets, then, as of today, there needs to be a systematic preference for investment in sustainable energy technologies,” IEA Executive Director Fatih Birol said in a statement.
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