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Methane Regulations Add to the Price Tag of
the Administration’s Climate Plan

Nicolas D. Loris

he Obama Administration recently announced

plans to regulate methane emissions from the
energy industry. The goal of the proposal is to cut
methane emissions from the oil and gas sector 40
percent to 45 percent from 2012 levels by 2025.

The federal government’s proposed methane
regulation is yet another costly climate proposal
that will drive up energy costs and drain resources
already invested in reducing methane emissions, all
the while yielding negligible, if any, climate benefits.
Congress should use every legislative and budgetary
tool in its arsenal to roll back the Administration’s
attack on affordable energy.

Are Methane Emissions
Even a Problem?

Methane emissions in the United States present
no human health or environmental threat. Indeed,
the Occupational Safety and Health Administration
(OSHA) does not list any exposure threshold for meth-
ane, nor does the agency list any long-term health
effects.! As such, there is no health or environmental
incentive behind the Administration’s proposal to cut
methane emissions from the oil and gas industry.

The purpose of the Administration’s plan to
reduce methane is the emissions’ alleged impact
on the climate. While methane is the second larg-
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est contributor to greenhouse gas emissions in the
United States, methane still constitutes less than 9
percent of the U.S’s total manmade greenhouse gas
emissions. Methane is approximately 20 times more
powerful of a greenhouse gas than carbon dioxide
(over a 100-year period).2 However, methane chang-
es into carbon dioxide and water vapor in the atmo-
sphere over time, so the warming impact depends on
the time horizon.?

Globally, 60 percent of methane emissions are
manmade, while 40 percent occur naturally.* In the
United States, the single largest source of manmade
emissions comes from enteric fermentation, or the
digestive processes of livestock.” The next most pre-
dominant source is natural gas systems followed by
landfills, coal mining, manure management, and
petroleum systems. Wetlands cause nearly 80 percent
of all naturally occurring methane output, followed
by termites and leakage from the ocean surface.®

Free Markets Driving
Methane Reduction

The Obama Administration’s proposed meth-
ane regulations represent unnecessary government
intervention to address a non-problem. Despite dra-
matic increases in natural gas production, methane
emissions have been falling. According to the Envi-
ronmental Protection Agency (EPA), emissions from
natural gas systems have dropped 17 percent since
1990, and field production emissions have dropped
40 percent since 2006.” A 2014 University of Texas
field study found that methane emissions from natu-
ral gas production and development comprise a mea-
ger 0.38 percent of total emissions, which is a 10 per-
cent decrease from the previous year.®
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The reason for declining methane emissions is
simple. Energy producers have an incentive to cap-
ture and sell methane, the main component in nat-
ural gas, because it has valuable economic use for
the production of electricity and heat. In fact, the
EPA cites “voluntary reductions” as the primary
reason emissions have fallen. According to Depart-
ment of Energy Secretary Ernest Moniz, “More
than half...of the current frack jobs are so-called
‘sreen completions,” where the methane is cap-
tured and is [used] for economic benefit.”® Invest-
ments in new drilling, extraction, and production
technologies have increased productivity, lowered
costs, and captured methane to sell. Institute for
Energy Research President Thomas Pyle argued
that implementing new methane regulations is
like “issuing regulations forcing ice cream makers
to spill less ice cream.” Clearly, the industry has
every incentive to continue reductions without
government intervention.

Despite the Administration’s effort to build off
the private sector’s voluntary actions, federal reg-
ulations institute burdensome, complex processes
that will likely slow the industry’s current efforts
to reduce emissions. Furthermore, regulations
will result in additional compliance costs and force
the industry to implement control technologies
that are not profitable. Producers will then pass
higher costs from those regulations onto families
and businesses.

One Cog in a Costly Climate Plan

The proposed methane regulation is only one
part of the Administration’s climate plan, which
taken as a whole, will drive up prices in the United
States yet achieve no meaningful impact on global
temperatures. The first step taken by the federal
government is regulating greenhouse gas emissions
from light and heavy duty vehicles. The bulk of the
Administration’s climate plan limits emissions from
new and existing power plants.

According to a Heritage Foundation study, these
regulations will have damaging economic effects.
Heritage Foundation economists modeled the effects
of implementing a carbon tax equivalent to the
Administration’s social cost of carbon (SCC), which
the EPA defines as the economic damage a ton of CO,
emitted today will cause over the next 300 years.

To neutralize the analytical impacts of a tax’s
income transfer, The Heritage Foundation modeled
a scenario in which 100 percent of carbon-tax rev-
enue is returned to taxpayers. While the macroeco-
nomicimpacts of aregulatory scheme oracarbon tax
should be broadly comparable, economists generally
agree that, in practice, a carbon tax induces desired
responses more efficiently than regulations.! Heri-
tage analysis found that the U.S. economy would
experience the following by 2030:

m An average employment shortfall of nearly
300,000 jobs;
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m A peak employment shortfall of more than 1 mil-
lion jobs;

m 500,000 jobs lost in manufacturing;

m Anaggregate gross domestic product loss of more
than $2.5 trillion (inflation-adjusted); and

m A total income loss of more than $7,000 per per-
son (inflation-adjusted).*?

To make matters worse, the climate impact of the
government’s climate plan will be almost too small
to measure.’

Opportunity for Congress to Lead

In the most recent State of the Union address,
President Barack Obama affirmed he would not
let “Congress endanger the health of our children
by turning back the clock on our efforts” on cli-

mate change.”* Enacting climate regulations, how-
ever, will have no impact on the health of our chil-
dren and our environment. In fact, the proposed
climate regulations are endangering future gen-
erations by promising a world with less prosperity
and opportunity.

Congress should do everything in its power
to stop these regulations, including prohibiting
any federal government agency from regulating
methane, carbon dioxide, and other greenhouse
gas emissions; using the Congressional Review
Act when applicable to stop any final regulations;
and using its budgetary authority to strip fund-
ing for the promulgation and enforcement of cli-
mate regulations.
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