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One year after the so-called One Big Beautiful Bill (OBBB) pared down the clean energy tax 
credits implemented during the Biden administration, where is the energy transition 
headed? Current analysis shows that while the OBBB alone did not do quite as much 
damage as it could have, its slashing of solar and wind credits, along with the Trump 
administration’s plans to increase fossil fuel production, have pushed the previous 
emissions reduction goals further out of reach. 
 
The United States’ policy posture regarding clean energy has seesawed radically over the 
last two decades. In the wake of the Great Recession, the Obama administration passed the 
American Recovery and Reinvestment Act (ARRA), which dedicated $90 billion toward 
renewable energy projects, and signed the Paris Climate Accords, steering the US on a 
course to lower emissions by 26–28 percent of 2005 levels by 2030.  
 
In 2017, the Trump administration pulled out of the Paris Accords and rolled back over 100 
environmental rules. The Biden administration rejoined the Paris Accords, setting a higher 
goal of 50–52 percent of 2005 emissions, and enacted the Inflation Reduction Act (IRA), 
which was expected to contribute between $400 billion and $1.2 trillion toward clean 
energy, far outstripping the size of Obama’s ARRA.  
 
Most recently, the second Trump administration pulled the US out of Paris (again) and 
pledged to slash the IRA. Yet the president was only partly successful in the latter, as 
congressional Republicans rallied to preserve many of Biden’s tax credits in the OBBB.  
 
This piece examines  

●​ the state of US energy production across different technologies;  
●​ private investment in these sources within the context of clean manufacturing and 

decarbonization projects more broadly;  
●​ the potential impact of tax credit changes on these outcomes; and, finally,  
●​ what all this seesawing has meant for the United States’ emissions trajectory. 
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https://obamawhitehouse.archives.gov/administration/eop/cea/factsheets-reports/economic-impact-arra-4th-quarterly-report/section-4
https://www.nytimes.com/interactive/2020/climate/trump-environment-rollbacks-list.html
https://rhg.com/research/climate-ambition-us-ndc/
https://www.cbo.gov/system/files/2022-09/PL117-169_9-7-22.pdf
https://www.goldmansachs.com/insights/articles/the-us-is-poised-for-an-energy-revolution


 

Overview of Energy Production 
 
Until now, the production of clean energy in the United States has been marked by two 
stark, yet seemingly incongruous, features. First, the vast majority of energy produced 
comes from fossil fuels. Second, solar and wind production has vastly outgrown other 
sources of energy since 2005 (Figure 1), as America’s energy infrastructure undertakes a 
steady transition to renewable sources.  
 
 
Figure 1. 
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How Investment Is Driving Changes in Energy Production 
 
The rapid growth of solar and wind electricity production has been reinforced by higher 
amounts of capital investment in these sectors (Figure 2). Investment in low-emission 
power and fuel supply was less than half that of fossil fuels in 2015. A decade on, total 
investment in clean energy was $245 billion, 16 percent higher than for dirty sources. The 
68 percent increase in low-emissions investment over this period has proven vital to the 
sector’s growth, as the cost of producing clean energy (though having fallen in recent 
decades) requires significant capital upfront.  
 
 
Figure 2. 
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https://www.cell.com/iscience/fulltext/S2589-0042(22)00649-6?_returnURL=https%3A%2F%2Flinkinghub.elsevier.com%2Fretrieve%2Fpii%2FS2589004222006496%3Fshowall%3Dtrue


 

Though clean investment has increased over the last decade, it still faces headwinds. 
Frequent policy changes, high upfront costs, technological risks, and higher costs of 
commercializing still-maturing technologies make investors weary and inhibit the amount 
of private finance available to clean technologies. In all, this leaves an investment gap 
between the investment needed and the investment provided for a clean transition that falls 
to public institutions to bridge and spur.  
 
The trifecta of investment bills passed by the 117th Congress and signed by President Biden 
aimed in part to do this. Total clean investment announced in 2022, 2023, and 2024 was 2.4 
times that of the previous three years ($695 billion vs. $288 billion), peaking at $104 billion in 
the quarter following passage of the largest of the three, the IRA, in August 2022. 
 
Donald Trump was elected on a promise to undo this progress. So when the president and the 
Republican-controlled Congress met in early 2025 to agree on their fiscal agenda, early 
proposals envisioned a complete elimination of the IRA tax credits. Over the six months of 
negotiations between the legislative chambers and the White House, many tax credits were 
modified but not completely eliminated. For example, technologies like geothermal or nuclear 
will continue to benefit from subsidies through the early part of the 2030s, as will those for 
clean energy manufacturing inputs (like battery production).  
 
But the most significant casualty of the process (alongside consumer subsidies for electric 
vehicles) were wind and solar tax credits. Unless ground was broken by this month (or put in 
service by the end of 2027), these projects will not receive subsidies.  
 
So first, the bad news.  
 
The withdrawal of federal support has impacted the rate of project cancellations. As shown 
in Figure 3, clean energy project cancellations were pretty rare before Trump came to 
office. In 2023, the IRA’s first full year of implementation, only $11 billion of planned 
investment was cancelled—or 5 percent of the total investment announced in this period. 
In 2025, the year Trump entered office for the second time, that number topped $57 billion, 
or 41 percent of $139 billion of investment announced.  
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https://www.sciencedirect.com/science/article/abs/pii/S2210422421000812?via%3Dihub
https://www.oecd.org/en/publications/bridging-the-clean-energy-investment-gap_1ae47659-en.html
https://rooseveltinstitute.org/wp-content/uploads/2026/04/RI_The-Receipts_Report_202604_2.pdf
https://rooseveltinstitute.org/wp-content/uploads/2026/04/RI_The-Receipts_Report_202604_2.pdf
https://www.ft.com/content/ed4b352b-5c06-4f8d-9df7-1b1f9fecb269?accessToken=zwAGJm2f0TpgkdPtSzUrXAZPjdOd9xsfn-yyaQ.MEUCIQDY3_HcZWS0AGn-VANUtOxmImDe5ltpcf2mz8-cupRIkAIgOIODo1nezjTktsRdMos4IwWhElj0K2cY8_4VlqF6lF8&sharetype=gift&token=22b716c8-b8bc-40e6-99ff-18de762554b2&syn-25a6b1a6=1
https://www.thirdway.org/graphic/a-brief-overview-of-major-us-clean-energy-tax-policy-2005-2025
https://www.cfr.org/articles/congresss-one-big-beautiful-bill-will-shrink-renewable-energy-investments-yet-some
https://www.novoco.com/resource-centers/renewable-energy-tax-credits/about-renewable-energy-tax-credits#:~:text=To%20qualify%2C%20projects,Jan.%201%2C%202028
https://www.novoco.com/resource-centers/renewable-energy-tax-credits/about-renewable-energy-tax-credits#:~:text=To%20qualify%2C%20projects,Jan.%201%2C%202028
https://www.thirdway.org/graphic/a-brief-overview-of-major-us-clean-energy-tax-policy-2005-2025


 

The extent to which tax credit withdrawals have limited the trajectory of future investment 
remains to be seen. However, early evidence suggests that project cancellations are 
concentrated among those who have lost federal support: 64 percent of investments 
canceled since July 2025 had their subsidies pared back or eliminated under the OBBB. (A 
future blog post will separately examine the fate of grant programs.) 
 
 
Figure 3. 
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The good news is that project cancellations are still relatively rare. The data north of the 
x-axis in Figure 3 still vastly outnumber those to the south. Indeed, a sizable 49 percent of 
new project announcements since the OBBB are moving ahead without the full benefit of 
IRA-era tax credits. Moreover, the phase-down of wind and solar subsidies does not appear 
to have shifted the pattern of investment considerably. A similar portion of investments 
were announced in solar energy over the three quarters after the OBBB as in the same 
period prior (Figure 4).  
 
 
Figure 4.  

 
 
 
Is this due to overall market competitiveness of these technologies, rise of demand from AI, or 
other factors? While it is beyond the scope of this piece to definitively determine this, Center 
on Global Energy Policy visiting fellow Lily Bermel, in comparing models looking at the impacts 
of the IRA and OBBB, finds that, on average, the majority of clean capacity (74 percent) will still 
be on the grid through 2035 relative to 2021 levels. Specifically, she attributes that to the 
near-term deployment pipeline, which is “robust and, in many ways locked in: Rhodium Group 
projects the same clean capacity additions through 2030 across its low, middle, and high 
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https://ceepr.mit.edu/wp-content/uploads/2026/07/MIT-CEEPR-RC-2026-07.pdf


 

emissions scenarios. This is in part due to the tax credit eligibility of safe-harbored wind and 
solar projects through 2030 and for other technologies through 2037.” 
 
Moreover, demand for clean energy investments outpaced initial modeling. In December 
2022, just a few months after the IRA’s passage, Congress’s Joint Committee on Taxation 
estimated that the five-year price tag for IRA tax credits would be around $80 billion. As 
uptake of clean energy incentives outpaced earlier projections, these estimates had to be 
revised upward to four times that. (This echoes the revisions to budgetary estimates, which 
doubled between enactment and 2024—though budget numbers and tax expenditure 
numbers are not directly comparable.) While the OBBB has, naturally, turned estimates 
back down, they still remain around three times the initial five-year estimates for the IRA 
(and the ARRA total clean energy spend), as shown in Figures 5 and 5b. 
 
 
Figures 5a and 5b. 
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https://www.crfb.org/blogs/ira-energy-provisions-cost-could-double-new-emissions-rule
https://www.americanprogress.org/article/the-inflation-reduction-act-still-reduces-the-deficit/
https://www.jct.gov/publications/2023/energy-estimates-for-pl-117-169/


 

What Has This Meant for Emissions? 
 
Although the glass is half full when it comes to IRA repeal, the OBBB broke the link between 
supply for clean inputs and demand from clean power providers. Only the latter can lead to 
emissions reductions: Emissions fall when energy infrastructure is deployed, not when 
capacity is built.  
 
So what’s the damage on the emissions front? Modeling conducted in 2025 by the 
Princeton University ZERO Lab shows that Biden-era policies were on course to reduce 
emissions by between 40 percent and 44 percent of 2005 levels by 2035 (roughly 80 
percent of the way toward the Paris goal). The OBBB will fall much short of that, and leave 
emissions only 25 percent below 2005 levels, because it pared back many of the IRA’s clean 
energy subsidies. Notably, however, travel is still naturally in the correct direction, and the 
emissions reduction is roughly on par with what the Obama administration committed to. 
 
Other models project the gap between the IRA’s and OBBB’s 2035 emissions to be smaller, 
but still significant (Figure 6). The Rhodium Group finds that the OBBB would leave the US 
emitting 68 percent of 2005 levels (compared to 59 percent under the IRA), and Energy 
Innovations projects 59 percent (compared to 55 percent under the IRA)—the smallest gap 
with the IRA of the three estimates ). Notably, these other projections still have the US 
surpassing the Obama-era goals. 
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https://zenodo.org/records/15801701


 

Figure 6. 

 

 
These projections, which already show that OBBB will raise emissions relative to the IRA, 
do not account for Trump’s moves to increase fossil fuel extraction in the United States, 
which will further increase emissions. Without further changes, the burden of closing that 
gap will be left—along with an ever warmer planet—to the next generation.  
 

 
The authors thank Lily Bermel, Brendan Duke, Suzanne Kahn, Bobby Kogan, Toyosi Odusola, Casey 
Schoeneberger, and Aastha Uprety for their inputs.  
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https://www.theguardian.com/us-news/2025/may/02/trump-drill-baby-drill-tariffs
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