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SERIES OVERVIEW

This series explores ways in which the United States and China can coordinate their near-term
and mid-term efforts to achieve carbon neutrality by around the middle of this century, based on
a review of deep decarbonization pathways studies in both countries. The series includes three
reports: a synthesis report that develops a framework and proposes milestones for U.S.-China
coordination on carbon neutrality, and two supporting reports that review and analyze recent
deep decarbonization studies in the United States and China, respectively. This report contains
the U.S.-China framework and milestones for carbon neutrality.
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The California-China Climate Institute was launched in September 2019 and is a University of
California-wide initiative housed jointly at UC Berkeley’s School of Law (through its Center for
Law, Energy & the Environment) and the Rausser College of Natural Resources. It is Chaired by
Jerry Brown, former Governor of the State of California, and Vice-Chaired by the former Chair
of the California Air Resources Board Mary Nichols. The Institute also works closely with other
University of California campuses, departments and leaders. Through joint research, training and
dialogue in and between California and China, this Institute aims to inform policymakers, foster
cooperation and partnership and drive climate solutions at all levels.
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GETTING TO NET ZERO

U.S.-China Framework and Milestones for Carbon Neutrality

“Getting to net zero is the challenge of our time, but it’s also a historic opportunity to
make our future better. Every single government, business and organization has a part
to play, but it’s the United States and China that will determine how far we go. Read this
report closely and let’s get to work—together.”

- California-China Climate Institute Chair Jerry Brown and Vice Chair Mary Nichols

EXECUTIVE SUMMARY

Global momentum and ambition around climate action are now higher than they have been since the
1990s. The European Union (EU) announced in 2019 that it would be climate neutral by 2050, China
announced in September 2020 that it would be carbon neutral by 2060, the United States announced
a 2050 carbon neutrality target through executive order in January 2021, and a growing number of
U.S. states have set mid-century carbon neutrality targets, following California’s lead in 2018.

National and subnational collaboration between the United States and China can accelerate this
momentum and support achievement of longer-term carbon neutrality goals. The two countries
are the world’s dominant greenhouse gas (GHG) emitters, its largest economies, and their bilateral
relationship was instrumental to formation of the Paris Agreement. Collaboration could take many
forms, but, at a minimum, it requires coordination: transparent and shared milestones to gauge
progress; regular dialogue and exchange; a shared understanding of research, development, and
deployment (RD&D) priorities; and coherent international leadership.

This report provides a framework for supporting coordination on carbon neutrality between the
United States and China, identifying shared technology pathways, common milestones, and priority
areas for dialogue, RD&D, and international leadership. The analysis in the report is based on a
review of recent mid-century deep decarbonization and carbon neutrality studies for the United
States and China. In both countries, these studies have begun to shed light on the kinds and pace
of technological transitions needed to achieve carbon neutrality by mid-century.

Despite their different national contexts, the United States and China will have similar approaches
for achieving carbon neutrality, reflected in six “pillars” that span energy-related carbon dioxide
(CO,) emissions, non-energy CO, emissions, and CO, sequestration (Figure 1). Although this report
focuses on CO, emissions, significant reductions in non-CO, GHG emissions will also be necessary
in both countries by mid-century to limit increases in global average temperatures.*

Figure 1 | Six Pillars For Achieving Carbon Neutrality
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1 Non-CO2 GHG reductions could be included in Pillar 5.



Our review of recent studies suggests that, for each pillar, the United States and China are expected
to have similar high-level strategies for reaching their carbon neutrality goals, described in Table 1.

Intandem, and in both countries, these strategies could result in 80% to 90% reductions in fossil fuel
consumption by mid-century, relative to current levels of consumption. Higher levels of remaining
fossil fuel consumption would translate into greater reliance on geological CO, sequestration.

Table1 | High-Level Strategies For Achieving Carbon Neutrality By Pillar

PILLAR HIGH-LEVEL STRATEGY

Flattening or reducing per capita final energy consumption through

1. Energy demand reductions e O . .
gy electrification, end-use efficiency, and conservation

Reducing CO, emissions from electricity generation by more than

2. Electricity decarbonization 95% by 2050

Reducing CO, emissions from solid, liquid, and gaseous fuels by

3. Fuels decarbonization more than 50% by 2050

4. Electrification Doubling to tripling economy-wide electrification rates by 2050
5. Non-energy CO, emission Reducing CO, emissions from industrial processes through process
reductions or materials changes or carbon capture and storage (CCS)

Maintaining or expanding terrestrial CO, sinks and developing

6. CO, sequestration geological CO_ sinks

Similar long-term goals and high-level strategies suggest that the United States and China can
develop shared carbon neutrality milestones for 2030, 2040, and 2050-2060. Unlike international
commitments, milestones are transparent, non-binding measures of progress toward long-term
goals. They help to set minimum levels of policy ambition over time, providing a clear signal to
producers and consumers on the expected pace and scale of technological change. Having a
shared set of milestones for both countries would provide a powerful common point of reference,
facilitating innovation, larger markets, and cost reductions for zero emissions technologies.

This report proposes seven categories of common milestones and target levels for the United
States and China in 2030, 2040, and 2050-2060 (Figure 2). The proposed target levels for each
category of milestone are largely the same for both countries, and are consistent with national and
provincial policies in China, state-level policies and proposed federal policies in the United States,
and longer-term carbon neutrality goals in both countries (Section 3.4, Milestones). The advantage
of common target levels for both countries is in the power of its simplicity. However, even if the
United States and China choose different target levels for these milestones, having commonly-
defined measures of progress would itself be a significant achievement. These milestones can
guide both national and state-provincial policy and can be adapted and updated over time.

Measured in terms of national policies for 2025 and 2030, China is closer to being on a trajectory
to meet these target milestone levels than the United States, which currently lacks a national
climate policy framework or coherent sector-specific policies. In terms of state- and provincial-
level implementation, however, leading U.S. states are in a stronger position to meet milestones
than their counterparts in China. Several US. states, such as California and New York, have
developed expertise in long-term planning, policymaking, and regulation in response to carbon
neutrality goals. In China, provinces have only just begun to develop the planning, policymaking,
and institutional capacity to meet a national carbon neutrality goal. These differences suggest that
the United States’ and China’s strengths are complementary and provide a strong rationale for
subnational collaboration as a complement to collaboration at the bilateral level.



To achieve nearer-and longer-term milestones, the United States and China will need to overcome
a range of policy and technology gaps, from the institutional challenges of expanding renewable
generation to terawatt (TW) scale to the manufacturing and adoption challenges around a 20-fold
increase in electric vehicle (EV) sales by 2030. At a high level, the two countries have similar gaps,
particularly technology gaps, even though their economic, societal, and demographic contexts are
quite different (Section 3.5, Key Technology Strategies, Policy Focus, and Policy and Technology Gaps).

Figure2 | Recommended Carbon Neutrality Milestones for the United States and China
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Industry
Percent reduction in year 2030 2040 2050 -2060
2019 industrial CO2 emissions
15% 40% 80% —— 90%
*** Forestry
Net increase in forest 2030 2040 2050-2060
volume (Bm?) 4 8 12
Notes: Vertical grey bars represent base year (2018) values, where applicable. Target values for each period are shown below
each period marker. See the main text for sources and how these values were determined.

Similar policy and technology gaps underscore the value of U.S.-China coordination on carbon
neutrality: If the world’s two largest economies can direct their attention and resources to the
same problems at the same time, even if they work in parallel, the chances of finding solutions will
be much higher. To this end, we identify four potential areas of U.S.-China coordination.

e Common milestones which would provide clear signals to producers and consumers and
would create larger markets for zero emission technologies that encourage innovation and
drive down costs.



e Dialogue and technical exchange which would seek to build confidence and trust,
create shared understanding of technology pathways and high-level strategies to achieve
carbon neutrality, and share implementation experience.

e RD&D prioritization which would identify common and complementary priority areas
for RD&D spending, helping to focus RD&D, encourage healthy competition, and increase the
chances of breakthrough technologies.

e International leadership which would promote solutions for reducing CO, emissions
in international shipping and aviation, seek to align U.S and China interests on international
technology transfer and development assistance, and begin conversations around the creation
of a system of international governance for the global CO_ sink.

Activities in these four areas could take place through a Carbon Neutrality Working Group, a
natural successor to the U.S.-China Climate Change Working Group (2013-2017). This Working
Group could complement regular trilateral dialogue with Europe and support ongoing global
climate negotiations.

Coordination on carbon neutrality does not require the United States and China to resolve their
differences around trade and intellectual property, though doing so would likely reduce the costs
of meeting GHG emissions goals in both countries. Instead, it only requires that the two countries
recognize that they have common goals, similar paths to achieving those goals,and a shared interest
in harmonizing the pace and scale of technological change along those paths. By working together,
the United States and China will be able to achieve far more than either country could in isolation.



INTRODUCTION

1.1 Report Overview

The Intergovernmental Panel on Climate Change (IPCC) projects that meeting the Paris Agreement
goals of “holding the increase in the global average temperature to well below 2°C above pre-
industrial levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-industrial
levels” will require all countries to achieve net zero CO, emissions by around the middle of this
century, with significant accompanying reductions in non-CO, greenhouse gas (GHG) emissions.?

For the world to achieve GHG emission reductions on this scale by mid-century, the United States
and China must play leading roles in policy, technological innovation, investment and technology
adoption, and international governance. Together, the two countries currently account for more
than 40% of global fossil fuel-related CO, emissions (Figure 3). Given the scale and scope of this
emission reduction challenge, neither country will likely be able to succeed and lead without the
other; at a minimum, coordination and some level of cooperation between them will be critical.

Figure 3 | Fossil Fuel-Related CO2 Emissions, China, U.S., and Rest of World, 1970-2019
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Source: Data are from the Emission Database for Global Atmospheric Research (EDGAR) database, https://www.
eea.europa.eu/themes/air/links/data-sources/emission-database-for-global-atmospheric.

In the near term, the most important areas of U.S.-China coordination will be in identifying common
measures of progress, establishing regular dialogue and technical exchange, developing a shared

2 IPCC (2019).



understanding of priorities for RD&D, and coordinating international leadership. Coordination can
build trust and confidence, create larger markets for zero emissions technologies and drive reductions
in their costs, facilitate dialogue around common problems, focus and increase the scale of R&D for
“missing” technologies, spur CO, emission reductions in international aviation and shipping, support
GHG emission reductions and increases in terrestrial sinks in middle-income countries, and further
the development of institutions needed for international governance of CO, sinks.

This report develops a framework to support coordination between the United States and China
on mid-century carbon neutrality goals, drawing on reviews of recent deep decarbonization and
carbon neutral pathways studies in both countries. The framework focuses on three areas:

*  Strategies and milestones. What are the different technology strategies and milestones (2030,
2040, 2050-2060) that would be needed to achieve carbon neutrality in both countries by
around mid-century?

*  Policy and technology gaps. What are the technological and policy gaps to achieving carbon
neutrality?

*  Opportunities for coordination. Where should the United States and China focus their
collaborative efforts?

The report includes four sections:

* Introduction which provides an overview of the report and its motivation, as well as a
definition of carbon neutrality used throughout the report.

» Framework Building Blocks which describes the five main elements of our framework
for US.-China coordination: pillars, sectors and activities, time horizons, policy strategies, and
milestones.

* A Shared Framework and Milestones for Carbon Neutrality which compares
high-level strategies for carbon neutrality, develops intermediate and long-term milestones
for both countries, and identifies areas for coordination.

* Conclusions which offers concluding thoughts.

The analysis in this report is supported by reviews of recent deep decarbonization and carbon
neutral pathways studies in both the United States and China, which are companion reports
in this series.?

1.2 Motivation

This report responds to a combination of need and opportunity. In its 2019 report, Global
Warming of 1.5°C, the IPCC emphasized the 2020s as a critical transition period for reorienting
national energy and industrial systems to meet the Paris Agreement’s temperature goals.* During
the last five years, innovations in energy and information technologies have driven down the cost
of renewable energy, zero emission vehicles, and building energy technologies to levels that have
made them increasingly cost-competitive with fossil fuel alternatives. Since 2018, both of these
factors have contributed to governments’ increased climate policy ambition.

3 Loken et al. (2021); Khanna et al. (20271).

4 The IPCC projected that “Avoiding overshoot and reliance on future large-scale deployment of carbon dioxide removal (CDR) can
only be achieved if global CO2 emissions start to decline well before 2030 (high confidence).” IPCC (2019), p. 18.



In China, this increased ambition is reflected in recent national commitments. In September 2020,
China’s President Xi Jinping pledged that China would achieve carbon neutrality before 2060 and
would peak CO, emissions “before” 2030, instead of “by” 2030 per China’s commitment under the
Paris Agreement.s

In the United States, climate and energy policy ambition has been driven by a subset of states. Since
2018, a growing number of states — California, Hawaii, Louisiana, Maine, Massachusetts, Michigan,
Montana, Nevada, New York, Virginia, and Washington — have committed to carbon neutrality goals
by mid-century.® A larger number of states have set mid-century 100% clean energy goals.” At a federal
level, the Biden administration signed an executive order in January 2021 committing the United States
to a 2050 carbon neutrality goal®

With this increased momentum, the next two to three years present a window of opportunity
for making substantive progress on the transitions needed to limit the impacts and risks of
climate change.

1.3 Defining Carbon Neutrality

Narrowly defined, ‘carbon neutrality’ is when anthropogenic CO, emissions are balanced by
anthropogenic CO, removals from the atmosphere.® The United States and China may, however,
define carbon neutrality differently. In the United States, state legislation since the early 2000s
has set carbon neutrality targets in terms of total GHG emissions rather than CO_ emissions. The
Chinese government has not yet specified how it will define carbon neutrality.

The IPCC’s analysis of GHG emissions pathways to limit warming to 1.5°Celsius (C) found that
global anthropogenic CO_ emissions would need to reach net zero by around 2050 (2045-2055
interquartile range) and non-CO, GHG emissions would need to fall significantly by 2050, but
not to zero.*

This report does not seek to provide a prescriptive definition of carbon neutrality. However, because
the deep decarbonization and carbon neutrality studies that form the evidence base for this report
focus more on CO, than non-CO, gases, the scope of this report is limited more narrowly to CO
energy-related CO_ emissions, non-energy CO_ emissions, and CO_ sequestration. This narrower
focus is not intended to diminish the importance of reducing non-CO, GHGs or suggest that the
United States and China should not include non-CO, GHGs in their dialogue on climate change. In
Section 3.6 (Areas for U.S.-China Coordination), we highlight areas where U.S.-China dialogue and
exchange on non-CO, GHGs could be fruitful.

5 Ministry Of Foreign Affairs (2020).

© For a list of state goals, see Natural Resources Defense Council, “Race to 100% Clean,” https://www.nrdc.org/resources/race-100-
clean, and Center for Climate and Energy Solutions, “U.S. State Greenhouse Gas Emission Targets,” https://www.c2es.org/document/
greenhouse-gas-emissions-targets/.

7 Ibid.

8 The White House (2021).
° Rogelj et al. (2015).
©|PCC (2019).

10



FRAMEWORK BUILDING BLOCKS

Even the most expert observer in 1980 could have been forgiven for failing to accurately predict
the changes in global energy supply and demand that would emerge over the next four decades: a
plateau in global energy demand following the fall of the Soviet Unionin 1991; the rapid rise in demand
following China’s ascension to the World Trade Organization in 2001; sustained, innovation-led
growth in global natural gas supplies over in the 2000s and 2010s; chronic construction and safety
setbacks slowing the development of nuclear power; and impressive growth in solar photovoltaic
(PV) and wind energy in the 2010s with accompanying steep declines in their costs.

The same will undoubtedly be true for the next 30 to 40 years: the technologies of 2060, and the societal
forces that will shape them, are beyond the reasonable limits of prognostication. That being said, long-
term planning and “visioning” will be indispensable to the success of a global project as ambitious as
the transformation of the world’s energy, industrial, and land use systems over less than half a century.

Achieving global carbon neutrality by mid-century will entail a level of ongoing focus and socio-
technology “forcing” that is unparalleled in human history. It will require secular, sustained
reductions in CO, emissions over time through continuous replacement of fossil fuel technologies
and limits on industrial sources of CO_. This means step changes rather than incremental change
— zero emission vehicles rather than incremental improvements in the fuel efficiency of internal
combustion engine vehicles, for instance.

Without long-term planning that explores the magnitudes and kinds of changes in technology,
institutions, and behavior required to achieve steep reductions in CO, emissions, carbon neutrality will
be an elusive goal. Long-term planning provides a means to maintain focus, a working understanding
of the required pace and scale of technological change, and an evidentiary basis for policy strategies.
Long-term planning studies also underpin the framework and milestones in this report.

The United States and China will take different policy approaches to carbon neutrality. The two
countries’ differences in economy, demography, administration, and political economy mean that
policy strategies that are effective in one country may not be as relevant in the other. Despite their
different paths, many of the core technologies needed to achieve carbon neutrality will likely be
the same in the United States and China, and indeed globally. Common zero emission technologies
are the result of a common global goal and an interconnected world where, despite recent
protectionism, international trade tends to lead to technology convergence. Having common
technologies suggests that the United States and China can drive technological innovation and cost
reductions through strategic coordination that leads to focused, large-scale RD&D, larger markets,
and manufacturing economies of scale for zero emissions technologies.

This model, where the United States, China, and the European Union develop and buy down the
costs of technologies needed to reduce CO_ emissions in middle-income countries, is implicit in
mid-century goals. Without lower costs, the middle-income countries that will account for most
of the world’s growth in CO_ emissions to 2050 are unlikely to sacrifice economic growth in order
to reduce CO, emissions. Thus, without aggressive efforts to spur innovation in and reduce the
costs of zero emissions technologies, the United States’ and China’s mid-century goals are less
meaningful because middle-income countries are less likely to follow their lead.
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Coordination on long-term carbon neutrality planning between the United States and China will
be a key element of zero emissions technology innovation and cost reductions. Coordination on
carbon neutrality does not require joint planning, policymaking, or investment. It only requires a
shared understanding of technology pathways and sectoral transitions, which in turn can support
common measures of progress, dialogue and exchange, some degree of alignment on RD&D
priorities, and synchronized strategies for international leadership. This report aims to provide a
foundation for this kind of coordination.

Our framework for carbon neutrality coordination has five components:

Pillars;

Sectors;

Time horizons;
Policy strategies;
Milestones.

NI

2.1 Pillars

“Pillars” are high-level strategies for reducing GHG emissions." Although different studies identify
and focus on different pillars based on national or local context, there are generally six pillars:
energy demand reductions, electricity decarbonization, fuels decarbonization, electrification, non-
energy CO, emission reductions, and CO_ sequestration. Each pillar can be assessed through high-
level metrics (Table 2). These metrics are useful analytically, but in some cases may not be the most
useful indicators of progress (see Milestones).

The contributions of these different pillars vary across different technology pathways. For instance,
a technology pathway for reaching carbon neutrality that relies more on electrification will have
less reliance on low-carbon fuels. A technology pathway that has larger residual energy-related CO,
emissions will need have higher CO, sequestration to achieve neutrality.

The pillars and their metrics provide a reasonably simple and straightforward way to calculate
total net CO, emissions (NC). The below equation first calculates final energy consumption as the
product of per capita final energy consumption (PE) and population (PP), multiplies final energy
consumption by the share of electricity (o) and fuels (1-a) in final energy consumption and their
respective gross emission factors (EF¢ and EF"),” and then adds electric and fuel CO, emissions to
non-energy emissions (NE) and subtracts sequestered CO, emissions (CS).?

NC = PE X PP X [@ X EF® + (1 — a) X EF/| + NE — CS

To be carbon neutral (NC = 0), the amount of CO, sequestered must equal energy-related and
non-energy CO_ emissions.

CS = PE X PP x [a X EF® + (1 — a) X EF/| + NE

Although countries have not yet established more formal definitions, most likely carbon neutrality
will be defined as net zero CO_ emissions over some period of time — for instance 5 or 10 years —
to accommodate annual variability in the terrestrial CO, sink.

" Williams et al. (2012); Williams et al. (2014).

2 There will be overlap between the electricity and fuel emission factors because electricity may be used to produce low-carbon fuels,
such as hydrogen via electrolysis. Separate electricity and fuel emission factors can be calculated by first calculating CO2 emissions
for final electricity and fuels, based on emission factors, and then dividing these by final electric and fuel energy consumption. Gross
CO2 emission factors here do not include carbon capture and storage (CCS) at energy facilities, which is included separately in CS.
An alternative approach would be to use net CO2 emission factors (net of CCS) and then limit CS to CO2 sequestration that is not
associated with energy conversion, such as direct air capture.

3 CS here would also include carbon sequestered in building materials and plastics.
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Six Pillars and Their Metrics

Table2 |

PILLAR METRIC N
ENERGY DEMAND REDUCTION Per capita final ener
Reducing energy demand through electrification, pita & GJ/person
end-use efficiency, and conservation consumption
ELECTRICITY DECARBONIZATION
Reducing CO, emissions from electricity Gross emissions intensity of final tco /TJ
generation by increasing the share of non-fossil electricity consumption
generation
FUELS DECARBONIZATION
. . Gross emissions intensity of final

Reducing CO, emissions from fuels through fuel consumption tCO/TJ
increasing the share of non-fossil energy in fuels P
ELECTRIFICATION Electricity <h  final
Increasing the share of electricity consumption in coer::stzlnilt{ifmare ot final energy % FEC
buildings, transportation, and industry P
NON-ENERGY CO, EMISSION REDUCTION A | co L. P
Reducing non-energy CO_ emissions from inTiTJL;?rial zr%ng;ssi'::s rom MtCO Jyr
industrial processes P
CO_ SEQUESTRATION

. SEQ . s Annual terrestrial or geological
Permanently sequestering CO_ emissions in CO sequestration MtCO Jyr
terrestrial ecosystems or geological sinks 2 5€q

* Units: GJ is gigajoules, tCO, is metric tons of CO_ and MtCO_ is million metric tons of CO_, TJ is terajoules, FEC is final
energy consumption, yr is year.

Notes: The definitions of final electricity and final fuel consumption should be consistent with that used in electrification
in its treatment of energy conversion and distribution losses. Non-energy uses of fuels, such as feedstocks, are typically
included in final energy consumption and would thus be in “fuels””

This framework of pillars and metrics captures the tradeoffs in policy strategies to achieve a carbon
neutrality target (Figure 4). For instance, higher final energy consumption (less energy demand
reduction through electrification, end-use efficiency, and conservation) requires higher electricity
and fuels decarbonization (lower EF values), more non-energy CO, emission reductions (lower
NE values), and a greater reliance on CO, sinks (greater CS values). Higher fossil fuel consumption
(lower electricity and fuels decarbonization) requires more energy demand reduction, more non-
energy CO, emission reductions, and a greater reliance on CO, sinks.

Figure 4 | lllustration of Tradeoffs in Policy Strategies

FEC a
Less energy demand reduction (FEC, PE x PP 1T*) ™ N2 N2 N2 T
Lower electrification (a ) N2 N2 N N2 T
Lower electricity decarbonization (EFe 1) N2 N2 T N N T
Lower fuels decarbonization (EF* 1) N2 N2 NS T N T
Less non-energy CO_ emission reduction (NE 1) NE N2 N% T T

Notes: FEC is final energy consumption, is the economy-wide electrification rate, EF® is the electricity emission factor,
EF’is the fuel emission factor, NE is non-energy CO, emissions, and CS is CO, sequestration.
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2.2 Sectors

From a sectoral perspective, net CO, emission reductions can be organized into two energy
supply sectors (electricity, non-electric fuels), three energy-end use sectors (buildings, industry,
transportation), non-energy CO_ emissions, and two CO, sinks (terrestrial and geological CO,
sequestration).

CO, emissions within the energy end-use sectors are driven by energy consuming activities. For
instance, travel demand and modal shares drive transportation energy use and emissions. Figure 5
shows activity drivers for each end-use sector and their relationship to energy end-use and supply
sectors. Over a period of three to four decades, activity drivers are highly uncertain, highlighting the
importance of adaptive policy and planning. Reductions in activity drivers, for instance lower travel
demand from telecommuting or reduced industrial energy intensity due to lower materials throughput,
are also an important form of conservation and are part of the energy demand reductions pillar.

Figure 5 | Activity Drivers, End-Use Sectors, and Energy Supply Sectors
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2.3 Time Periods

A focused approach to reducing CO, emissions over three to four decades requires a sense of the
pace and sequencing of technological change over time, which can be aided by organizing the 2020
to 2060 time horizon into discrete periods. In this report, we organize time into three phases, shown
in Figure 6.

Phase | covers the time period between 2020 and 2030, with a milestone date in 2030. Phase 2 covers
the period between 2030 and 2040, with a milestone date in 2040. Phase IIl covers the time period
between 2040 and 2060, with a longer time horizon that captures the final years of all carbon
neutrality goals. Each phase requires a different policy focus and will pose different challenges.
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Figure 6 | lllustration of Three Phases
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2.4 Milestones

Regardless of national context, the end point for carbon neutrality goals is the same: net zero CO,
emissions. The fact that countries share similar timelines and technologies for carbon neutrality
suggests that, at a high level, they should have some common milestones. For instance, what
percentage of electricity should come from non-fossil sources by 2030 and 2040? Because the
pace of CO, emission reductions is limited by the physical and financial inertia of infrastructure and
equipment turnover, milestones are also likely to be best framed in terms of ongoing step changes.

Milestones provide a means to envision technology change over time and gauge progress against
long-term goals. Figure 7 illustrates this aspect of milestones, showing key milestones in California’s
long-term decarbonization planning.

Figure 7 | lllustration of Key Milestones in California’s Decarbonization Planning
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Source: Figure is from E3, based on data from Mahone et al. (2018).
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In this report, we develop a set of common milestones for the United States and China,
across sectors, for each of the time periods identified above. These common milestones
are not intended to be a template for binding commitments and can be adapted over
time as technologies change. Nevertheless, milestones do provide transparency, high-level
accountability, and metrics to track progress.

2.5 Policy Focus

‘Policy focus’ refers to the focus of policies to support the commercialization and deployment of
zero emission technologies in different sectors during different time periods. Policy focus can be
organized into three categories: deployment, market transformation, and RD&D (Table 3).

A sector may have more than one area of policy focus during a time period, but it will generally
have a dominant focus. For instance, as discussed below, the electricity sector has commercially
available, scalable zero emission technologies but requires continued RD&D to develop technologies
to manage solar and wind variability and uncertainty. In this case, deployment is a dominant policy
focus while RD&D is a secondary policy focus.

Table3 | Policy Focus Areas

POLICY FOCUS DESCRIPTION EXAMPLE

RD&D Zero emission technologies still require significant Advanced
RD&D before they will be commercially viable biofuels

Zero emission technologies may be close to

Market transformation commercial viability but require significant policy Hydrogen
support, for instance, to enable supply chain
development or manufacturing scale

Deployment Zero emission technologies are commercially viable Solar PV

and scalable but may require some policy support




A SHARED FRAMEWORK
and MILESTONES FOR CARBON

NEUTRALITY

3.1 Key Differences between the United States and China

The United States and China have myriad differences, from economy to industrial organization, that
will shape their carbon neutrality pathways. An understanding of some of the more fundamental
differences is important for contextualizing the framework and milestones in this section.

Economic Structure And Energy Consumption. Over the last four decades, China’s
remarkable economic growth has been driven by investment, on the expenditure side of gross
domestic product (GDP) and industry, on the production side of GDP. This industrial orientation of
the Chinese economy means that industry is a significantly larger share of energy and CO, emissions
in China than in the United States (Figure 8). It also means that what is arguably China’s most
important climate policy strategy, the shift toward a consumption-driven and services-oriented
model of economic growth, is less relevant for the United States.

Figure 8 | Comparison of Energy-Related CO2 Emissions in China and the United States, 2019
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Sources: Emissions for China are from LBNL estimates. Data from the United States are from Energy
Information Administration, “U.S. Energy-Related Carbon Dioxide Emissions, 2019,” https;//www.eia.gov/
environment/emissions/carbon/.

Industrial organization. In China, many of the firms that will be most affected by climate
policy — electricity generators; grid companies; fossil fuel producers and refiners; steel, cement,
and chemical producers — are fully or partially state-owned, whereas in the United States they are
a mixture of private firms and regulated utilities. Additionally, agriculture and forestry in China are
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typically much smaller scale and often more subsistence-oriented than in the United States. These
differences in industrial organization, political economy, and level of economic development will result
in different policy approaches and tools to achieve the same sectoral goal, such as increasing non-fossil
generation or increasing forest area.

Energy resource endowments. The most important difference in energy resource
endowments between the United States and China is China’s current lack of low-cost natural gas
reserves, which has several implications. It means that the shift from primary coal to natural gas
use in industry, buildings, and electricity that took place in the United States throughout the 20th
century may be a less attractive strategy for improving air quality and reducing CO, emissions in
China. Additionally, it may mean that strategies to “firm” renewable energy in China’s electricity
sector will be different than in the United States, where natural gas generation is often assumed to
provide a reliable, backup (low utilization) energy resource even in 2050.*

Infrastructure age and growth. From the perspective of long-lived infrastructure, such
as power plants, distribution networks, roads, factories, and buildings, China is a much younger
country than the United States. For instance, the average age of coal-fired power plants in the
United States is about 45 years, whereas in China it is around 15 years.’s Additionally, China’s
infrastructure is expected to continue to expand more rapidly than in the United States over the
next 10 to 20 years. China’s younger infrastructure implies that the pace of technological change in
China might be slower than in the United States, but China’s higher expected growth implies that
it will be particularly important in China to align new infrastructure investments with long-term
carbon neutrality goals.

Demographics and population density. China has a much larger population, higher
population density, and larger cities than the United States, though it is less urbanized. Higher
population density means that some infrastructure strategies and transportation modes that have
proved difficult in the United States, such as district heating, transit, and intercity rail, are the norm
in China. These higher density solutions lend themselves to more centralized energy supply and
local initiative and less concern over end-user adoption. For instance, cities in China can significantly
reduce passenger transportation CO, emissions by procuring zero emission buses, rather than
having to rely almost exclusively on policies to encourage adoption of zero emission cars, which will
likely be the case in the United States. China’s lower urbanization rate, 60% compared with 83% in
the United States (2019), means that policymakers in China will place greater emphasis on urban
infrastructure.

3.2 Carbon Neutrality Pillars

In general, the U.S. and China studies reviewed in this report draw consistent conclusions on the
kinds of strategies (pillars) and their level of effort (metric values) for achieving carbon neutrality.
Table 4 compares pillar metrics for each country in 2050, based on two recent studies: a) the
Central scenario (net zero CO, emissions) from Carbon-Neutral Pathways for the United States
(Williams et al., 2021) and b) the 1.5°C scenario from China’s Long-term Low-carbon Development
Strategy and Pathway (He, 2020). These two studies illustrate broadly common strategies: dramatic
reductions in the CO, intensity of electricity, significant but somewhat lower reductions in the CO,
intensity of fuels, a doubling or tripling of electrification rates, and some amount of geological CO,
sequestration.

Differences in metric values reflect different policy strategies, resource endowments, and, in
the case of per capita energy consumption, different levels of economic development between
the United States and China. For instance, higher electrification in the China study may be a

4 See, for instance, Williams et al. (2021) and Larson et al. (2020).
5 U.S. data are from Form EIA-860 Data. China estimate is based on Carbon Tracker data.
'® Urbanization rate data are from the World Bank’s World Development Indicators, https;//databank worldbank.org/.
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Table 4 | Pillar Metric Values in 2018 and lllustrative Values in 2050,
Based on Two Recent Studies

UNITED STATES CHINA
PILLAR METRIC
WG s’ | moE | o0

Energy demand reduction GJ/person 203 130 60 60
(FEC shown in parentheses) (EJ) (66) (50) (86) (85)
Electricity decarbonization tCO_/TJ 131 5 224 10
Fuels decarbonization tCO_/TJ 54 25 67 35
Electrification % 21% 50% 25% 70%
Non-energy CO, reduction MtCO_/yr 258 / 1,320 250
CO, sequestration GtCO, [yr / 0.8 / 1.7

Notes: FEC is final energy consumption. All 2050 estimates are rounded to the nearest five, except for CO,
sequestration. All 2018 energy and emissions data is based on International Energy Agency (IEA) (2019a) and
population data for the energy efficiency pillar metric is from the United Nations Department of Economic and
Social Affairs (UN DESA) (2019). U.S. non-energy CO, emissions are from the Environmental Protection Agency
(EPA) (2020); China non-energy CO_ emissions is a 2020 estimate from He (2020).

* Based on the “Central” scenario from Williams et al. (2021). The study’s CO, accounting did not include the U.S.
terrestrial CO, sink. The Central scenario included 0.5 GtCO, of CO, utilized in products, which is included in CO,
sequestration here, and 53 MtCO, of international bunker offsets, which are not separately accounted for in the
table. The study used CCS, included in CO, sequestration, to reduce non-energy CO, emissions.

®Based on He (2020). The numbers here assume final energy consumption of 83 EJ (rounded to 85 EJ in the table)
in 2050 (LBNL, 2020), a population of 1,402 billion in 2050 (UN medium variant estimates), and that 40%/60%
of energy-related CO, emissions in 2050 are from electricity/fuels (based on the figure in p. 20). Non-energy CO,
emission reductions in this study may have used CCS, which means that the non-energy CO, reduction metric
may not be comparable with the Williams et al. (2021) study.

consequence of lower natural gas use in industry. Table 4 also illustrates the relationships among
different pillars. Higher emission factors (tCO /TJ) for electricity and fuels in the China study require
larger CO_ sinks to reach net zero CO, emissions. However, while these metrics can be a useful basis
for comparing high-level strategies, they are less meaningful for goal setting because policy strategies
— for instance, the level of electrification — may reasonably differ across geographies and over time.

An important metric that is implied, but not explicitly reported, in Table 4 is total remaining fossil
fuel consumption in 2050 and the percentage reduction in fossil fuel consumption in 2050 relative
to current consumption. Across the U.S. studies reviewed for this report, remaining fossil fuel
combustion in 2050 ranges from zero to around 30 EJ (60-100% reduction below 2020 levels).””
In the China studies, remaining fossil fuel combustion in 2050 ranges from around 5 to 25 EJ
(approximately 200 to 8oo million tons of coal equivalent (Mtce), 80-95% reduction below 2020
levels).”® Higher fossil fuel use in 2050 implies a larger reliance on geological CO, sequestration,
assuming that there are practical limits to expanding the terrestrial CO, sink.

Higher remaining non-energy CO, emissions also imply higher levels of geological CO, sequestration.
Non-energy CO, emissions in both countries are both diverse and significant. In the United States,
the Environmental Protection Agency (EPA) estimated that annual non-energy CO, emissions

7 This range is based on the Larson et al. (2020) E+ RE+ and E+ RE- scenarios, which encompasses the ranges in all other studies
reviewed in Loken et al. (2021).

*® This range is based on model results reviewed in Sha et al. (2020), which appears to encompass the ranges in other studies. The
percentage reduction here assumes fossil fuel consumption of around 4,100 Mtce in 2020, based on He (2020).

19



were 258 MtCO_ in 2018, covering industrial processes as diverse as cement production to soda
ash manufacturing® Strategies for mitigating non-energy CO_, and non-CO, GHG emissions more
broadly, have traditionally not been a focus of deep decarbonization and carbon neutrality studies,
and will need to be given more attention over the next decade.

3.3 Sectoral Strategies

Most sectors have a “dominant” mitigation strategy, or a main technology or set of similar technologies
that is expected to account for most CO, emission reductions. In many sectors, expectations of what
these dominant strategies will be are similar across United States and China studies, though in some
instances expectations reflect different assumptions and structural differences (Table 5).

* In the electricity sector, solar and wind energy are expected to be the dominant scalable
non-fossil energy resources over the next three decades. Differences between the assumed
shares of solar and wind generation in 2050 reflect China’s larger hydropower resources and
differences in assumptions about the scalability of nuclear power in China.*

* The two dominant strategies for low-carbon fuels across U.S. and China studies include a
significant expansion of biofuel and, to a lesser extent, hydrogen supply. The large ranges in
Table 5 illustrate the uncertainty and differences of opinion around the highest value uses of
scarce bioenergy supplies and the scalability and economics of hydrogen produced through
electrolysis. In both countries, bioenergy is expected to play a much larger role in energy
systems than it does today.

* Differences in sectoral electrification rates may reflect differences in industry structure and
technologies, but also differences in assumptions that may ultimately converge over time as
technologies and markets mature. For instance, higher building electrification in the United
States may be due to China’s larger district heating network. The lower range of electrification
rates in industry in U.S. studies and the lower range in China studies suggests that industry
does not yet have a clear dominant strategy.

* Inboth countries, the dominant strategy for terrestrial CO_ sequestration is likely to be
afforestation and reforestation, though there is still debate over the size of the existing
forest carbon sink and the potential for expanding it by 2050.

Technological innovation will mean that the dominant strategies in Table 5 will evolve over time.
However, the pathway to 2030 is relatively clear in both countries: using renewable generation to
decarbonize the electricity sector, electrification in the building and transportation sectors, land
use policies that encourage CO, sequestration, and initial efforts to decarbonize fuels and achieve
larger CO, emission reductions in industry.

The comparison in Table 5 illustrates again that, while the United States and China may differ in the
specifics of sectoral strategies, to a significant extent their technology pathways to carbon neutrality
will likely be similar.

3.4 Milestones

The shared nature of technology pathways suggests that the United States and China could have
a common set of milestones by 2030, 2040, and 2050-2060. We identify seven milestones metrics
that are impactful, will be common to both countries, and are reasonably straightforward to
measure and monitor. Table 6 shows these milestones, their 2018 baseline values, and proposed
target values for 2030, 2040, and 2050-2060.

' EPA (2020).
* See Khanna et al. (2021) for a range of estimates.
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Table5 | Dominant Strategies and 2050 Metric Values by Sector, Based on Recent Studies

DOMINANT
SECTOR STRATEGY 2050 METRIC - CHINA

f Scale up solar and Solar and wind share of o o
slsitly wind generation electricity generation (%) 70-90% 40-70%
Increase biofuel . .
supply Primary biofuel supply (EJ) 10-15 EJ 2-10 EJ
Fuels
Increase hydrogen Delivered hydrogen (EJ) 2-20 EJ 5-15 EJ
supply
Buildings Electrification Electrification rate (%) 70-90% 55-75%
Transportation | Electrification Electrification rate (%) 45-55% 35-55%
Industry Electrification Electrification rate (%) 20-50% 50-70%
Terrestrial CO, | Afforestation and Annual forest sequestration 0.241 0.7-0.8
sequestration reforestation (GtCO fyr) 315 -7-0-

Units: EJ is exajoules and GtCO2 is gigatons of carbon dioxide.

Notes: All values except for afforestation and reforestation are rounded to the nearest five but not to zero. All values are
from Loken et al. (2021) and the 1.5°C scenarios in Khanna et al. (2021) except for fuels and terrestrial CO2 sequestration.
Primary biofuel ranges in the U.S. are based on Williams et al. (2021) (lower range) and Larson et al. (2020) (B+ scenario)
(higher range). Larsen et al. (2020) allow for up to 23 EJ of primary bioenergy supply in 2050 in their B+ scenario, but
around 500 TWh is used for bioenergy with CCS (BECCS) power generation and is not included in this total. Primary
biofuel ranges in China are from Jiang et al. (2018) (lower range), which assumes most bioenergy is used in BECCS power
generation, and from Sha et al. (2020) (higher range). Delivered hydrogen ranges in the U.S. are based on Williams et
al. (2021) (lower range) and Larson et al. (2020) (higher range). Delivered hydrogen ranges in China are from Sha et al.

(2020). Afforestation and reforestation ranges are from Larson et al. (2020) and He (2020).

e6 | Carbon Neutrality Milestones for the United States and China

2018 Baselines Milestones
Milestone Metric China u.s. 2030 2040 2050-2060
Energy Electricity Share of non-fossil generation 30% 36% 50% 70% 90-100%
supply in total electricity generation
Share of low-carbon fuels in 0% 2% 5% 30% 60-100%
total fuels
Transport | On-Road ZEV sales share of total on- 5% 3% 50% 100% 100%
Passenger road passenger vehicle sales
On-Road ZEV sales share of total on- ~0% ~0% 30% 70% 90-100%
Freight road freight vehicle sales
Buildings Electrification Share of electricity in building 33% 53% 45% (CN) 60% (CN) 70-80% (CN)
final energy consumption 65% (US) 80% (US) 90-100% (US)
Industry Industry-wide Percent reduction in year / / 15% 40% 80-90%
(o[ =T [T LT, B8 2019 industrial CO, emissions
Forestry Terrestrial CO, Net increase in forest volume / / 4 8 12
sink (Bm3)

Notes: ZEV refers to zero emission vehicles, which, with current technologies, would primarily be full electric vehicles (EVs)
and fuel cell vehicles (FCVs). Baseline values are from IEA (2019a) except for ZEV sales, which are from IEA (2019b). For “on-
road passenger;” the emphasis is on cars but could include buses as well; for “on-road freight,” the emphasis is on lighter
and heavier trucks. “Total sales” includes new vehicle sales and leases. China had an electric light commercial vehicle fleet
of around 140,000 vehicles in 2018 (IEA, 2019b), but in terms of total annual freight vehicle sales ZEV sales are negligible.
Baseline (2019) industrial CO2 emissions would include primary fuel consumption and energy feedstocks. We propose 2019
as a baseline year due to the distortionary effects of the COVID-19 pandemic on 2020 industrial emissions. As described later
in the text, we recommend that these values be expanded to include industrial process CO2 emissions as well.
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The target values in Table 6 are intended to be common points on a transition pathway to 2050
and 2060 carbon neutrality goals. Either country could exceed these target values;* they offer a
common floor of ambition for both countries.

Share of non-fossil generation in total electricity generation

Proposed milestones for the share of non-fossil electricity generation in total generation increase
approximately linearly (1-2 percentage points per year) from 2018 to 2050. Because the actual
amount (TWh energy) of non-fossil generation depends on several other factors — total final
energy consumption, the electrification rate, and the amount of fuels produced with electricity
— a linear increase in the share of non-fossil generation will likely translate into a non-linear
increase in the total amount of non-fossil generation.® Figure 9 illustrates this effect for both
countries, based on the milestones in Table 6 and assuming the share of non-fossil generation
reaches 90% by 2050.
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Notes: See Appendix A for more detail on the calculations behind this figure.

In the United States, a 50% non-fossil generation share by 2030 would imply around a doubling
(1,600 TWh increase) of non-fossil generation between 2020 and 2030.% If solar and wind
generation account for most of this increase, generation from these resources would need to
increase four-fold between 2019 and 2030.# A 50% share of non-fossil generation in China by
2030 also implies around a doubling (3,300 TWh increase) of non-fossil generation by 2030
and around a four-fold (2,900 TWh) increase in solar and wind generation.® The latter would
require roughly 1.6 TW of new solar and wind generation capacity (2.1 TW total) by 2030, an
increase of around 9oo GW above the Chinese government’s recent (2020) pledge to increase

# For instance, a recent U.S. National Academies study recommended increasing the share of non-fossil generation to 75% in the
United States by 2030 (NASEM, 2021).

2 | ower final energy consumption will lead to lower non-fossil generation, but a higher electrification rate and more electric fuels
will lead to higher non-fossil generation. The dynamics among these variables — declining or flattening final energy consumption, an
increasing electrification rate, and slow but then rapid increases in the share of non-fossil energy in fuels — will likely translate into a
non-linear expansion of non-fossil fuel generation.

% See Appendix A.
4 |n the United States, solar (including distributed PV) and wind generated 402 TWh in 2019 (EIA, 2021).
% See Appendix A. In China, solar and wind generated 728 TWh in 2020 (CEC, 2021).
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solar and wind generation capacity to 1.2 TW by 2030

For the two countries together, meeting a 50% non-fossil generation goal by 2030 implies a total of
around 2 TW of new solar and wind generation capacity, or 200 GW per year increases in installed
capacity between 2020 and 2030.” This amount is roughly equivalent to existing global solar and
wind manufacturing capacity.?®

Share of low-carbon fuels in total fuels

Proposed milestones for the share of low-carbon fuels in total fuels begin at low levels and increase
rapidly in 2040 and 2050. This approach reflects two considerations: (a) fuels currently account
for around 80-85% of final energy consumption in both the United States and China but the share
and amount of fuel consumption is expected to decline due to electrification, which means that a
linear increase in the share of non-fossil energy will lead to a non-linear increase in total non-fossil
energy; and (b) significant uncertainty in the availability of bioenergy supplies and business models
for low carbon fuels. Figure 10 illustrates the first consideration for both countries, based on the
milestones in Table 6 and assuming the share of low-carbon fuels reaches 80% by 2050.

lllustration of a Non-Linear Change in the Share of Low-Carbon Fuels and a
Non-Linear Increase in Total Low-carbon Fuels
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Notes: See Appendix A for more detail on the calculations behind this figure.

In each country, a 5% milestone for the share of low-carbon fuels would translate into roughly 2-3
EJ of low-carbon fuels by 2030. If half of these fuels are biomass-based and half are derived from
electricity, the primary biomass supply requirements would be around 2-3 EJ per year and the required
increase in electricity generation would be around 9o0o-1,500 TWh per year. This more gradual scaling
up of low-carbon fuels would allow time for supply chain development, to address concerns over
sustainability for bioenergy and to develop regulatory frameworks that facilitate business models.

A 30% milestone in 2040 would require around 10-15 EJ of low-carbon fuels in each country,

* See Appendix A. Generation capacity requirements depend on capacity factors for solar and wind, which in turn depend on energy
conversion efficiency and resource quality. At U.S. average capacity factors for wind (0.35) and solar (0.25) in 2019, for instance,
China’s total wind and solar capacity requirements in 2030 would be around 1.4 TW rather than 2.1 TW. Ultimately, the main reason
that installed capacity is important is due to land use implications.

77 See Appendix A.

% |EA (2020a) estimates that global solar manufacturing capacity in 2020 was 165 GW; the IEA (2020b) projects that net wind
capacity additions in 2020 were 65 GW.
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increasing to 20-27 EJ by 2050.% For reference, in the United States biomass accounts for around
1 EJ of fuels, mostly ethanol that is blended with gasoline, with the remainder (98%) being fossil
fuels3° In China, outside of traditional biomass use in rural areas, biomass use in fuels is negligible
and fossil fuels account for nearly 100% of fuels.2 It is not clear the extent to which current biomass
fuel production in either country could be considered to have net zero CO, emissions, which
underscores the need for rigorous and effective regulatory frameworks to ensure that bioenergy
contributes to mitigation, rather than exacerbation, of climate change.

In the near term, absolute energy-based (EJ) milestones might be more meaningful than relative
share-based ones, for encouraging the development of a low-carbon fuels industry. However, over
the longer term share-based targets are more flexible and meaningful. In the longer term, the
balance between fuels versus electricity and strategies for decarbonizing fuels should be driven
by economic fundamentals and a robust regulatory framework, rather than energy-based targets.

ZEV sales share of on-road passenger and freight vehicle sales

Proposed milestones for zero emission vehicle (ZEV) sales of both passenger and freight on-road
vehicles imply a significant increase in sales of these vehicles by 2030 and 2040. Milestones are in
terms of sales (a flow) rather than total vehicles (a stock), so if passenger and freight vehicles have
roughly 10-15-year and 15-20-year lifetimes, respectively, these milestones would imply that most
internal combustion engine (ICE) passenger vehicles will have been retired by 2050 and remaining
ICE freight vehicles retire between 2050 and 2060.

Actual ZEV Sales (U.S., China) and Policy Goals (China) Relative to a
Generic S-Shaped Adoption Curve that Meets Milestones
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Notes: ZEV sales in this figure do not include plug-in hybrids. ZEV sales data are from DOE (2020) and the Chinese
Association of Automobile Manufacturers (CAAM). Total vehicle sales for the United States are from the Bureau
of Transportation Statistics (BTS) (2020) and for China are from CAAM. U.S. sales total sales data include both
sales and leases. China total passenger vehicle forecasts to 2025 are based on annual average growth consistent
with 30 million passenger vehicle sales by 2030. China ZEV and total sales data are limited to passenger vehicles.

» See Appendix A.
* Williams et al. (2021).

3 USDA (2020) estimates that ethanol and biodiesel production in China were 3 and 0.8 billion liters in 2020, equivalent to around
0.09 EJ of energy (21 MJ/L ethanol, 33 MJ/L biodiesel). Most of the approximately 1 EJ of bioenergy consumption in China is either
consumed in solid form or converted to electricity (Pan et al., 2018).
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China’s current policies target a 20% share of “new energy vehicles” in new passenger vehicle sales
by 2025, which could be consistent with a 50% ZEV target by 2030 and 100% by 2040 assuming
S-shaped adoption (Figure 11)3* The United States does not have federal targets, policies, or
regulations that are consistent with this level of passenger ZEV adoption, but some states have set
or proposed ZEV targets that are aligned with or exceed these milestones and these milestones
were proposed in Congressional legislation in 2019.3 Meeting the 2030 milestone would imply total
annual ZEV sales of between 20 and 25 million vehicles in both two countries by 2030, a more than
20-fold increase relative to 2020 ZEV sales3

Neither the United States nor China have developed national targets for zero-emissions freight vehicles
and sales of these vehicles are still low. A 30% milestone would thus be ambitious but is consistent
with U.S. state-level policies. For instance, in 2020 a coalition of 15 U.S. states signed a memorandum
of understanding setting a target of 30% ZEV sales for medium- and heavy-duty vehicles by 2030.3

Share of electricity in building final energy consumption

Proposed milestones for residential and commercial buildings are based on the total electricity
consumed in buildings as a share of final energy consumption. This metric has the advantage of being
relatively easy to measure and regularly published in government energy statistics. Its downside is
that the United States and China are starting at very different base year values (33% in China versus
53% in the United States) and have historically taken different approaches to heating systems (district
heating in China, natural gas distribution in the United States), which makes it difficult to use the same
target values.

The share of electricity in building final energy consumption can increase as new all-electric or mostly
electric buildings are built, as existing buildings are electrified, and through reductions in the amount
of final energy consumed in buildings. Given the relatively slow pace of new construction relative to
existing buildings and an S-shaped adoption curve for retrofits, the share of electricity in building final
energy consumption will likely change slowly at first. The proposed milestone values work backward
from the 2050 electrification rates in Table 5 and assume that increases in electrification rates from
2020 to 2030 and 2030 to 2040 will be slower.

Even with slower increases from 2020 to 2030, these milestone values imply either that a significant
fraction of new buildings would be all-electric or that a significant number of existing buildings would
replace fossil fuel-based heating systems with electric heat pumps. For China, they assume that it will
be more cost-effective in many cases to reduce CO, emissions from buildings through electrification
than with district heating. If this proves not to be the case, the milestone values in 2050-2060 and in
the intermediate years would be lower.

Two alternative metrics would be (1) the share of electric heating, the share of all-electric, or the
share of zero emission new buildings, but these are more difficult to measure and do not capture
the importance of retrofitting existing buildings, or (2) building CO_ intensity (kgCO, per m? per
year), which is difficult to measure and interpret because it is an aggregate measure (the m?in the
denominator is total building floor area), it overlaps with electricity and low-carbon fuel milestones
(mixes energy supply and end-use), and neither country regularly estimates and reports total
building area.

# The Ministry of Industry and Information Technology’s (MIIT’s) definition of “new energy vehicles” currently includes full EVs, plug-in
hybrid EVs, and FCVs, but would need to be narrowed to include only full EVs and FCVs by 2030 to be consistent with this milestone.

# For instance, California’s Executive Order N-79-20 requires 100% of new vehicle sales to be ZEVs by 2035. Washington’s proposed
HB 1204/SB 5256 would require all 2030-model and later passenger cars and light duty trucks registered in the state to be electric.
At a national level, the 2030 milestone is consistent with National Academies recommendations (NASEM, 2021). The 2030 and 2040
milestones are consistent with the Zero-Emission Vehicles Act, which was proposed in 2019.

¥ This estimate assumes total annual passenger vehicle sales of around 20 million in the United States and 30 million in China in
2030, consistent with industry forecasts (Schiller et al., 2020), but does not include vehicle leases. Passenger ZEV sales (excluding
hybrids) in the United States were 0.24 million in 2019 (Department of Energy (DOE), 2020) and in China were 1.00 million in 2020
(Chinese Association of Automobile Manufacturers (CAAM), 2021).

% California’s Advanced Clean Truck Program requires 30% of all new medium- and heavy-duty vehicles sold in California to be a ZEV by
2030 and 100% by 2045. NASEM (2021) also recommends a 30% ZEV target for heavy-duty vehicles in the United States.
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Percent reduction in year 2019 industrial CO_emissions

The milestone for industry is cross-sector and measured in absolute reductions rather than
intensity. Industrial CO_ emissions cover multiple economic sectors that often have very different
production processes and emissions sources, but industrial CO, emissions can be reasonably
well measured and monitored in the aggregate. The milestone is also based on CO_ emissions
from final energy consumption (not including electricity emissions) and industrial process CO,
emissions, which focuses on the emissions that industry has a more direct ability to manage.

This approach to defining an industry milestone would allow the United States and China to use
a range of different strategies — structural economic change (reducing the share of industry
in GDP), end-use efficiency, electrification, fuel switching, and CCS — to reduce industrial CO,
emissions.

The proposed target values assume a significantly larger decline in absolute CO, emissions
from industry in China from 2020 to 2030 because China’s industrial emissions are around five
times larger than industrial emissions in the United States.® However, in terms of percentage
reductions in industrial CO, intensity (CO, emissions per unit industrial value added), the 2030
values have similar implications for both countries. Both would need to reduce industrial CO,
intensity by around 35% by 2030 to meet the 2030 milestone of a 15% reduction in year 2019
emissions.?”

Net increase in forest volume

In both countries, the current terrestrial CO_ sink is mainly due to reforestation and afforestation
over the past two decades.®® Expanding, or even maintaining, existing levels of this sink (0.7-0.8
GtCO Jyr in each country) over the next 30 years would require a significant level of forest policy
effort. The milestones aim to capture a level of CO, sequestration in forests, in volumetric terms,
that is equivalent to maintaining the current annual forestry sink for the next three decades.®

3.5 Key Technology Strategies, Policy Focus, and Policy and Technology Gaps

As suggested by the milestones, key technology strategies within different sectors are at different
stages of the policy focus categories introduced in the Framework Building Blocks section. As
a result, different technology strategies have different policy or technology gaps. The United
States and China face similar challenges for each technology strategy, as discussed below, but
at the level of more detailed policy their different challenges reflect different social, economic,
and regulatory contexts.

Table 7 shows key technology strategies for each sector, policy focus for each strategy, and
policy and technology gaps for the strategy. Key technology strategies are based on the
dominant strategies in Table 5 but the end-use sectors in Table 7 provide more granularity.

¥ This estimate is based on an estimate of 7,087 MtCOz2 of industrial sector (including agriculture) emissions in 2019, from LBNL,
and the EIA’s estimate (EIA, 2020) of 1,423 MtCO2 for the United States in 2019. These estimates include electricity sector emissions.
The ratio of industrial process CO2 emissions for both countries is comparable to the ratio of their energy-related industrial CO2
emissions: 1,320 MtCO2 in China in 2020 (He, 2020) and 258 MtCOz2 in the United States in 2019 (EPA, 2020).

¥ See Appendix A.
# The US. EPA estimates that the net flux for “forest land remaining forest land” and “land converted to forest land” was -773
MtCO2 in 2019, which was equivalent to the total net amount of CO2 sequestered in that year (EPA, 2020). Estimates of China’s

terrestrial CO2 sink vary widely. He (2020) reports a 0.7 GtCO2/yr sink in 2020, but Wang et al. (2020) estimate China’s land sink at
3-4 GtCO2/yr between 2010 and 2016.

¥ The milestones assume 800 MtCO2/yr over 30 years, a carbon fraction of dry wood of o.5 tC/t, and a biomass conversion
expansion factor of 1t/m3. This translates to 425 Mm3/yr (=800 MtCO2/ (44 tCO2/12tC) / (0.5 tC/t x 1t/m3) of new forest, or roughly
4 Bm3 every 10 years.
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Table 7 | Key Technology Strategies, Policy Focus, and Policy and Technology Gaps

DP = Deployment | MT = Market Transformation | RD&D = Research, Development & Deployment

KEY POLICY FOCUS
SECTOR TECHNOLOGY POLICY AND TECHNOLOGY GAPS
STRATEGIES MT | RD&D

. Land use tradeoffs, integration obstacles
Scale up wind and

solar generation

Electricity Lack of cost-effective reliable energy and

long-duration storage technologies

High cost, lack of regulatory frameworks

Fuels Increase biofuel and ‘
hydrogen supply Lack of cost-effective advanced (land
efficient) biofuel technologies
On-road . Adoption barriers and new charging and
passenger | Electrification ‘ electricity distribution infrastructure
transport requirements
On-road Electrification and Adoption barriers and new charging and
freight b ‘ electricity distribution infrastructure
fuel switching ;
transport requirements
Electrification for Adoption barriers and new electricity
new buildings distribution infrastructure requirements
Buildings
e . High cost, adoption barriers, and new
E:(?sc:i::ﬁ%a:illc::lri‘:o; ‘ electricity distribution infrastructure
g & requirements
High cost and lack of business models
Electrification and . .
fuel switching ' Lack of cost-effective alternative
energy technologies for some industrial
Industry processes

Technologies to
reduce industrial CO,

process emissions

Lack of cost-effective technologies for
‘ reducing process emissions

Afforestation,

Forestry/ | reforestation, Lack of funding, monitoring, verification,
agriculture | and soil carbon ‘ and compliance mechanisms
sequestration

Lack of funding, monitoring, verification,

sGi:ﬁloglcal (P:cévsver and industry . and compliance mechanisms
KEY Primary Secondary
’ policy focus policy focus

Electricity. In both countries, the shares in Table 5 imply TW-scale development of solar and
wind resources over the next two decades, which may create land use conflicts and would require
a significant expansion of electric transmission systems. For instance, in their “Central” scenario
Williams et al. (2021) project that the expansion of wind and solar required to meet a 2050 carbon
neutrality goal for the United States would require 36 million hectares of land and would entail a
near-doubling of interstate transmission capacity. To provide a sense of scale, the United States has
a total land area of 915 million hectares and 152 million hectares of arable land.#

4 Loken et al. (2021); Khanna et al. (2021).
4 Data are from the World Bank World Development Indicators, https://databank.worldbank.org/.
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Neither country has national policies that would encourage solar and wind development on
this scale, though some U.S. states have set binding intermediate and longer-term clean energy
goals that could do so.#* In addition, both countries face institutional barriers to generators. In
the United States, electric utility regulation is a more important barrier to the rapid deployment
of solar and wind generation, because utilities procure power on behalf of most electricity
customers but may also own fossil fuel generation.

Recent studies in the United States suggest that electricity systems may be able to cost-effectively
and reliability operate with non-fossil penetrations approaching 80-90% of total generation,
but beyond that their costs would rise significantly to maintain existing levels of reliability.®
Although this challenge could be resolved with existing technologies,* developing new low-cost
zero emission sources of reliable electricity generation, such as advanced nuclear or biogas, and
long-duration electricity storage technologies would greatly reduce the required level of effort
and complexity needed to meet carbon neutrality goals.

Fuels. Biofuels are expected to play an important role in low-carbon energy systems in both
countries, but there are questions around whether biofuels can be produced at the 5-10 EJ
scale shown in Table 5 in either country without negative land use impacts and competition
with food and other uses of biomass. Advanced biofuels that are more land efficient are thus a
key common RD&D area, though even with innovations in biofuel technologies new regulatory
frameworks will still be needed to ensure that sustainability concerns can be addressed. Costs
for liquid biofuels, biogas, hydrogen, and synthetic fuels remain too high to be competitive and
it is not yet clear where their highest value applications will be. Policies and regulatory and
business models that would support either biofuels or electricity-derived fuels at multi-EJ scale
do not exist in either country.

On-road passengerand freighttransport. Electrificationislikely to be the dominant technology
for reducing CO,_ from passenger transport, while technology strategies for freight are likely to
be more mixed. Although EVs are now closer to lifecycle cost parity with ICE vehicles, cost and
convenience concerns and the lack of a more extensive charging network still hamper more
widespread adoption of EVs. Some form of additional policy push is needed in both countries
to reach a 50% ZEV milestone by 2030, though innovation and increases in manufacturing scale
needed to meet this milestone would significantly drive down EV costs. The United States does
not yet have national policies or regulations for encouraging the manufacturing and deployment
of freight ZEVs, though California’s Advanced Clean Truck Program is an example of a state-level
initiative that could serve as a model for national policy. China’s Ministry of Finance has offered
subsidies for heavy-duty “new energy vehicles” since 2015, but the scale of policy and regulation
in China would need to increase dramatically to meet a 30% ZEV sales milestone for on-road
freight transport by 2030.%

Buildings. Electrification and improvements in building shell efficiency are likely to be dominant
strategies for reducing CO, emission from buildings. Implementing these strategies in new
and existing buildings will pose different challenges. In new buildings, electric space and water
heating may be cost-effective in some climates but RD&D is needed to address the heat pump
performance challenges and electric distribution requirements in colder weather climates. For
existing buildings, innovations in policy, diagnostic tools, and retrofit strategies are needed to
reduce costs. In China, an additional challenge will be the role of electrification versus district
heating systems. Greater electrification and buildings and transportation in both countries will

4 For instance, California’s electricity generation policies target 60% clean energy by 2030 and 100% by 2045 an New York’s target 70%
renewables by 2030 and 100% zero emissions electricity by 2040. Both of these targets are backed by existing an existing regulatory
framework, though New York’s is not binding. For an overview, see the National Conference of State Legislatures, “State Renewable
Portfolio Standards and Goals,” https;/www.ncsl.org/research/energy/renewable-portfolio-standards.aspx. China has national goals for
TW-scale solar and wind development but does not yet have a policy or regulatory framework to implement these goals.

4 See, for instance, E3 (2018) and Sepulveda et al. (2018).

44 See, for instance, Williams et al. (2021) and Larson et al. (2020).

4 See Ministry of Finance, 2015, Notice on Financial Support for Encouraging Adoption of New Energy Vehicles 2016-2020 (%
2016-2020 {ETREIRTCZEAME T I VB FRIBOR 1B AT, httpy/fgk.mof.gov.cn/law/getOneLawlinfoAction.do?law_id=83837.
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require thoughtful consideration of how to manage the reliability, resilience, and security needs
of more electric energy systems.

Industry. Industrial CO, emissions are heterogeneous but are dominated by a few key sectors.
In the United States, refining, chemicals, and iron and steel production account for about 65%
of energy-related CO_ emissions from industry.# In China, iron and steel, non-metallic products
(mostly cement), and chemicals account for about 75% of energy-related CO, emissions from
industry.# This suggests that, while technology strategies for reducing CO_ emissions in industry
may be sector specific, key sectors of focus that are common to the United States and China
would include the steel, chemicals, and cement industries. These sectors do not yet have clear
pathways for reducing GHG emissions and require RD&D. In addition to a more sector-specific
focus, there may also be cross-cutting strategies, such as efficiency improvements for motors,
process heating systems, and steam systems, that warrant attention and RD&D. Across sectors,
it is still unclear what the right mix of incentives and regulation will be for encouraging the
development and adoption of new technologies. For internationally traded products, this
challenge is compounded by the desire of governments to avoid reducing the competitiveness
of domestic manufacturing.

Forestry and agriculture. There are broadly two strategies for increasing CO, sequestration in
forestry and agriculture: (1) national programs, which often pay landowners for conservation, and
(2) offsets in cap-and-trade programs, which pay landowners for sequestering CO_ permanently
or at least over long periods of time. The former is typically taxpayer funded and is subject to
the availability of funding, though both countries have historically had large national conservation
programs. The latter may have a ready source of funding, through cap-and-trade systems, but
requires monitoring, verification, and enforcement mechanisms to ensure that payments lead to
CO, sequestration. Neither the United States nor China have the methodologies or institutions to
run rigorous offset programs at million megaton to gigaton CO, per year scale.

Geological sink. Technologies for capturing and geologically sequestering CO_ are increasingly
mature, but geological CO, sequestration lacks both a business model and a model for international
governance of the CO, sink. While other measures for mitigating CO, can be justified in terms
of domestic benefits — air quality improvements, public health, technology innovation, land
conservation — the only benefit of geological CO, sequestration is lower global CO, emissions,
which means that an effective system of international governance will be needed to verify and
monitor sequestered amounts, with mechanisms to encourage compliance.

3.6 Areas for U.S.-China Coordination

The above sections illustrate that many of the high-level technology and policy strategies for
achieving carbon neutrality will be common to both the United States and China. What does this
imply for U.S.-China coordination on carbon neutrality?

We identify four main forms of coordination:

1) Common milestones, which would seek to develop common measures of progress
toward mid-century carbon neutrality goals, with the goal of creating larger markets that spur
innovation and reduce technology costs.

2) Dialogue and technical exchange, which would establish regular dialogue and technical
exchange on topics where the two countries face similar challenges and where discussion
could help to promote convergence in technology strategies.

4 Data are from EIA (2020).
4 Based on Wang et al. (2019).
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3) RD&D prioritization, which would seek to identify common or complementary priority
areas for RD&D, to focus and increase the scale of RD&D efforts, encourage healthy competition,
and enhance the chances of breakthrough technologies.

4) International leadership, which focuses on advancing U.S.-China global leadership on
technology and governance issues.

For each of these four forms, Table 8 describes potential focus areas. For dialogue and technical
exchange, these focus areas are key questions; for RD&D prioritization, they are key technology
areas; for international leadership, they are areas where the United States and China can exert
coordinated leadership.

Coordination around these four areas could occur through a U.S.-China Carbon Neutrality Working
Group, which would be a natural successor to the U.S.-China Climate Change Working Group. This
Carbon Neutrality Working Group could have national and subnational tracks, in recognition of the
comparative strengths of U.S. and Chinese climate policy: China’s national climate policy initiative
has been earlier and stronger than the United States’, whereas, because of a lack of national
leadership, U.S. subnational goal setting, planning, and policy development for meeting long-term
GHG emission reduction targets have been stronger than in China. Creating space for subnational
dialogue and technical exchange under a Working Group would enable U.S. states and cities to
support the development of subnational planning and policymaking capacity in China and would
provide a forum for sharing implementation experience.

A subnational component to U.S.-China coordination around carbon neutrality also recognizes that,
for the United States and China to achieve mid-century goals, some states-provinces and cities will
need to lead by achieving carbon neutrality ahead of national targets. Subnational initiatives under
a US.-China Carbon Neutrality Working Group could thus focus on setting goals and milestones
that may exceed those at a national level.
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Table 8 | Potential Focus Areas for U.S.-China Coordination on Carbon Neutrality

COLLABORATION
FORMS

Common
Milestones

FOCUS AREAS

Developing common and specific milestones for 2030, 2040, and 2050-2060,
along the lines of the milestones proposed in this report, and sharing information on
effective policies and programs for achieving milestones

Dialogue
and Technical
Exchange

Medium- and long-term planning. What are potential technology pathways
to achieving carbon neutrality goals and what are the key policy and technology
pathways along different pathways?

Finance. How can the financial industry support the transition to lower carbon energy
systems and more sustainable agriculture, forestry, and waste management systems?

Just transition. How can governments support the transition to carbon neutral
economies while at the same time reducing inequality?

Renewable electricity systems. How can electricity systems be operated cost-
effectively and reliably with much higher penetrations of solar and wind generation?

Low-carbon fuels. What are potential regulatory and business models that can
support an industry for low-carbon fuels — biofuels, hydrogen, and synthetic fuels?
How can the sustainability and food security concerns around biofuels be addressed?

Zero emission vehicles. What policy and regulatory measures can support the
scaling up in manufacturing and adoption needed to electrify passenger transport?
What are potential regulatory models for encouraging zero emission vehicles in
freight transport?

Zero emission buildings. What policy and regulatory measures can support
electrification and building shell efficiency improvements for new and existing
buildings?

Industry decarbonization. What are the technologies and potential policy and
regulatory measures to encourage CO, reductions in industry, focusing on the steel,
cement, and chemicals sectors and cross-cutting technologies in other sectors?

Forestry and agricultural extension. What management and extension practices can
promote forest and agricultural soil carbon sequestration on a large scale, and how
can sequestration be funded, monitored, and verified?

Non-CO, GHG mitigation. What technologies and regulatory approaches can
reduce methane emissions in energy systems and methane and nitrous oxide
emissions in agriculture? What regulatory approaches can support alternatives to
hydrofluorocarbons (HFCs)?

RD&D
Prioritization

Reliable zero emission energy and long-duration storage technologies, which
would facilitate low-cost, reliable 100% renewable electricity systems

Advanced biofuels, which would reduce the land use impacts and food security
concerns with biofuels

Scalable building retrofit technologies and tools, which would reduce the costs of
electrifying or improving building shell efficiency in existing buildings

Low emissions technologies for industry, which would provide low-cost technology
options for reducing CO, emissions in the steel, cement, and chemical sectors and for
other cross-cutting technologies

International
Leadership

International shipping and aviation. Leadership in international organizations that
creates a path to zero emissions ships and planes

Technology transfer. Incorporating CO, emissions standards into guidelines for
international development aid

CO, sink governance. Development of international institutions to monitor, verify,
and enforce CO, sequestration
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CONCLUSIONS

Momentum from recent national carbon neutrality commitments is creating a window of opportunity
for making meaningful progress against the temperature targets ratified in the Paris Agreement. The
United States and China will be prime movers in efforts to get to net zero emissions globally by around
mid-century, but their bilateral relationship will be equally critical. Given the scale and scope of the
transition challenge, neither country will be able to achieve these goals in isolation.

Although recent attention has focused on differences between the United States and China, the
three reports in this series highlight that there is a significant amount of convergence in technology
pathways to achieve carbon neutrality between the two countries. Overall, strategies for achieving
carbon neutrality are expected to be similar. This convergence is the result of common technologies, a
fundamentally interconnected world, and physical resource limits.

Convergence suggests that, though challenges in the U.S-China bilateral relationship may limit the
depth of their collaboration, there is high value to coordination. Coordination does not require joint
and verifiable commitments or resolving differences as a precondition. At its simplest, coordination
only requires a shared understanding of the pace and direction of technology transition.

An important form of U.S.-China coordination will be around setting intermediate and long-term
sectoral milestones for achieving carbon neutrality. Unlike national commitments, milestones are non-
binding measures of progress toward longer-term goals. They can be designed to capture key sector
transitions — such as the shift toward non-fossil generation in the electricity sector or the shift to non-
internal combustion engine vehicles in transportation sector — in ways that are readily measurable
and provide a meaningful reference for policymaking,

If the United States and China can develop common and credible milestones, as proposed in this
report, this would provide a simple, powerful signal on the pace and direction of expected technology
change, both domestically and internationally. Coordinated milestones could spur the technological
innovation and cost reductions that will be practically needed for success.

Milestones would also fill an important gap between long-term goals and the nearer-term transitions
required to achieve them. Although there has recently been a growing focus in both countries on the
changes in technologies required to meet mid-century carbon neutrality goals, there has been less
focus on what long-term studies imply for needed actions over the next decade. This is an important
oversight. In many ways, the challenges of building momentum and re-orienting capital and political
economy across the energy, buildings, industrial, and transportation sectors will be larger over the next
decade than they will in subsequent decades.

In setting 2030 and 2040 milestones, it is important to work backward from mid-century goals rather
than focusing on incremental change from 2020, in terms of thinking about feasibility. The scale of
2030 milestones may seem daunting, but lower effort in the next decade (a 2030 milestone) will mean
significantly more effort in the following decade (a 2040 milestone). In essence, working backward from
a2050-2060 goal of net zero emissions will raise the trajectory of required intermediate milestones.

Milestones can be adapted over time as technologies change. Indeed, the technologies of 2050
— energy, vehicle, building, industrial, waste management, agricultural, forestry — will likely be
very different than those of today. The necessary steps forward over the next decade to meet
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mid-century emissions targets, however, are relatively clear. They include a significant scaling-up of
renewable energy to decarbonize electricity systems, rapid growth in EV and heat pump adoption,
land use policies that support CO, sequestration, methane controls in energy systems, and initial
efforts to develop low-carbon fuels and reduce CO, emissions in industry.

More ambitious efforts over the next decade could reduce the need for expensive or institutionally
challenging solutions, such as direct air capture and sequestration of CO,, in the longer term. This
suggests new ways of considering the insurance value provided by policy-driven efforts to lower
energy demand through conservation and end-use efficiency. Greater nearer-term ambition would
also help to buy down the costs of reducing GHG emissions in middle-income countries, which will
account for most global emissions growth over the coming decades.

Although most of the deep decarbonization and carbon neutrality studies we reviewed in this series
are based on existing technologies, RD&D that improves upon existing technologies or enables
new technologies will be critical for reducing costs or addressing physical challenges. For both
countries, the most critical RD&D problem is in developing additional low-cost reliable generation
and long-duration storage technologies for firming renewable electricity systems. By developing a
shared understanding of RD&D priorities, focusing on common or complementary problems, and
at least publishing results, the United States and China will be able to achieve far more than either
country could in so in isolation. The remarkable cost reductions and global growth of solar PV
technologies over the past decade underscore the upside of parallel, coordinated RD&D and the
fact that a global RD&D effort does not require centralized management.

The focus in this report was more narrowly on CO, emissions, but there are ample reasons to
extend U.S.-China coordination to GHG emissions more broadly, particularly for dialogue, technical
exchange, and RD&D. Reductions in methane, nitrous oxide, and hydrofluorocarbon (HFC)
emissions could reduce the need for negative emissions technologies over the next four decades.

To coordinate effectively, the United States and China will need to reconstitute but also
reimagine the Climate Change Working Group that facilitated their climate-related dialogue and
negotiations from 2013 to 2017. The successor proposed here, a U.S.-China Carbon Neutrality
Working Group, would include participation of subnational governments in recognition of the
two countries’ comparative strengths of the United States and China. Inclusion of a subnational
focus in the Working Group would also provide space for leading states-provinces and cities to
develop commitments and milestones that exceed national ambition.

33



APPENDIX A2 0ocUMENTATION OF CALCULATIONS

5.1 General Calculations

The estimates in the milestone section rely on a high-level model that draws on inputs from the
U.S. and China reviews. This appendix provides a detailed description of the model and calculations
in the main text.

The model separates final energy consumption into electricity and fuels. Final electricity
consumption in year y (EFy) is calculated as final energy consumption in yeary (FEy) multiplied by
the economywide electrification rate (ay)

EF, = FE, X a,,

Fuels are non-electric solid, liquid, and gaseous forms of final energy consumption. Final fuels
consumption in year y (FF ) is calculated as final energy consumption in year y (FE ) multiplied by
one minus the economywide electrification rate in year y (@)

FF, =FE, x (1—a,)

Some portion of fuels consumption will be in the form of electricity derived fuels. The amount of
electricity consumed in final fuels consumption in year y (EFLy) will be final fuels consumption in
year y, multiplied by the share of zero emission fuels in that year (B ), multiplied by the share of
electricity in zero emission fuels (8, )

EFL, = FF, X B, X 0,

The portion of zero emission fuels that are not electric fuels are assumed to be final biofuels (BFL )
BFL, = FF, x B, x (1—6,)

Primary biofuels consumption in year y (PBy) is final biofuels consumption in yeary (BFLy) divided
by a conversion rate (p)

BFL
p

_ y
PB, =

The model calculates total electricity generation in year y (EG) as the sum of final electricity
consumption in year y (EF ) and final electric fuels in year y (EFL ) divided by an electricity-to-fuel
conversion rate (i), divided by one minus transmission and distribution (T&D) losses (v). EG, in EJ
units is converted to TWh by dividing by 3.6 and multiplying by 1,000.

EFL,
. - EF, +Tx PWh 103 TWh
YT -y 3.6E]~ PWh
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This approach assumes that electric fuels have the same T&D losses as direct electricity
consumption, which likely overestimates electricity generation as electric fuel production may be
interconnected at sub-transmission and transmission voltages.

Total non-fossil generation in year y (NFGy) is calculated as total generation multiplied by the share
of non-fossil generation in yeary (oy)

NFG, = EG, X o,

Table 9 shows the input values used for calculations in the main text and Table 10 shows calculated
parameter values.

Tableg | Input Values Used for Calculations in the Main Text
VALUES
UNITED STATES

ARIAB =10 2030 2040 2050 2030 2040 2050
Final energy consumption (EJ) FE, 63 57 51 101 92 83
Electrification rate a, 30% 40% 50% 35% 45% 60%
Share of zero emission fuels By 5% 30% 80% 5% 30% 80%
Share of electric fuels ey 50% 60% 70% 50% 60% 70%
Electric fuels conversion rate o 50% 50% 50% 50% 50% 50%
Biofuels conversion rate vl 50% 50% 50% 50% 50% 50%
T&D losses v 7% 7% 7% 7% 7% 7%
Share of non-fossil generation oy 50% 70% 100% 50% 70% 100%

Notes and sources: U.S. final energy consumption and electrification rate values for 2050 are from Williams et al. (2021);
2030 and 2040 values are linear interpolations between the 2020 and 2050 values in Williams et al. (2021). China final
energy consumption values for 2030 and 2050 are from LBNL (2020); the 2040 value is a linear interpolation between
the LBNL 2030 and 2050 values. Electrification rate for China in 2050 is based on the range of estimates in Khanna et
al. (2021); 2030 and 2040 values are interpolated using a 25% electrification rate in 2020, based on IEA (20193). The
share of electric fuels in 2030 is based on Williams et al. (2021) and increases over time assuming limits to biofuel
supplies. Electric fuels and biofuels conversion rates are middle-of-the-road approximations based on Williams et al.
(2021). T&D losses are based on rule-of-thumb values in the United States. Shares of zero emission fuels and non-fossil
fuel generation are based on milestones.

Table 10 | Calculated Parameter Values

VALUES
UNITED STATES

PARAMETER 2030 | 2040 | 2050 | 2030

Final electricity consumption (EJ) FE, 19 23 26 35 41 50
Final fuels consumption (EJ) FF, 44 34 26 66 51 33
Electric fuels consumption (EJ) EFL, 1 6 14 2 9 19
Biofuels consumption (EJ) BFL, 1 4 6 2 6 8
Primary biofuel supply (EJ) PB, 2 8 12 3 12 16
Net electricity generation (TWh) EG, 6,304 | 10,487 | 16,147 1,539 | 17,806 | 25,081
Non-fossil generation (TWh) NFGy 3,152 7,341 16,147 5,769 12,465 | 25,981




5.2 Wind and Solar Generation Calculations

We use different assumptions to calculate the amount of wind and solar generation for the United
States and China that would result from a 50% non-fossil generation milestone in 2030 (Table 17). For
the United States, we assume that all incremental non-fossil generation comes from solar and wind
generation, due to the limited availability of new hydropower resources and limits on the scalability of
nuclear power in the United States. For China, we assume that hydropower can provide an additional
100 TWh (25-30 GW) from 2020 to 2030, consistent with 2030 forecasts in IEA (20192) and 2050
hydropower generation in He (2020) and taking China’s total hydropower generation capacity close
to 400 GW by 2030.4# We assume that nuclear can provide an additional 300 TWh (~40 GW) from
2020 to 2030, which is consistent with 2050 projections by He (2020) and equivalent to building
approximately 80% of China’s current nuclear generation capacity (49 GW) over the next decade.*

Table 11 | Assumptions and Projections for 2030 Solar and Wind Generation and Installed

UNITED STATES CHINA
Non-fossil generation in 2019/2020 (TWh) 1,572 2,449
Non-fossil generation in 2030 (TWh) 3,152 5,769
New hydro and nuclear generation, 2020-2030 (TWh) o 400
New wind and solar generation, 2020-2030 (TWh) 1,653 2,920
Wind generation / (wind + solar generation) 60% 60%
Wind capacity factor (%) 0.35 0.25
Solar capacity factor (%) 0.25 0.15
Wind generation capacity in 2030 (GW) 402 999
Solar generation capacity in 2030 (GW) 375 1,111
Total wind and solar capacity in 2030 (GW) 777 2,110
Total wind and solar capacity in 2020 (GW) 165 535

Notes and sources: Non-fossil generation and capacity in the United States (2019) and China (2020) are from EIA
(2021) and China Electricity Council (CEC) (2021), respectively. Wind share of wind and solar generation is a rough
estimate, based on its share in China in 2020 (64%) (CEC, 2021) and the 69% 2050 share in Williams et al. (2021). Solar
and wind capacity factors for the United States are based on EIA (2021) and for China are based on CEC (2021).

5.3 Industrial CO_ Intensity Calculations

We estimate the percentage reduction in industrial CO, intensity to meet a 15% industrial CO,
emission reduction milestone by 2030 using

CE, CE, CEyx(1—a)
o1 VA VA _GDPox(A+nTDxp _ A-a) f
- CE __CE, S A+nTO TRy
VA, GDPy X By

4 The hydropower data and capacity factors used in these estimates are based on CEC (2021) data.
4 Ibid.



Where Cl is the percentage change in industrial CO, intensity, CE is CO_ emissions, VA is industrial
value added, a is the industrial CO_ emission reduction milestone, r is the annual average rate of
real GDP growth, T and t are the initial and final periods, and B is the share of industrial value added
in total value added (GDP).

For China, we use an annual average real growth rate of 5% per year from 2020 to 2030. Based on
World Bank data, the share of real industrial value added in real GDP in 2019 in China was 0.45; if
this value were to fall to 0.35 by 2030, comparable to what it was in the early 1990s, the percentage
reduction in industrial CO, intensity would be 33%.5°

(1-015) 045
(1400510 035

1=-0.33

If this value were to fall to 0.40 by 2040, the percentage reduction would be 41%. This illustrates
the role of structural change in reducing industrial CO, emissions in China.

For the United States, we use an annual average real growth rate of 2.5% per year from 2020 to
2030. Based on World Bank data, the share of real industrial value added in real GDP in 2019 in
the United States was 0.19; if this value were to hold steady to 2030, the percentage reduction in
industrial CO, intensity would be 34%.5*

(1 - 0.15)

m)(l—:l:—()B‘l‘

5° Data are from World Bank World Development Indicators, https;/databank.worldbank.org/. The share of industrial value added
here is real industrial value added (2010%) divided by real GDP.

' Ibid.
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