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Abstract: The measures for tackling the COVID-19 may shrink the global GDP by approximately 6%
in 2020, the deepest post-war recession. As a result, the global energy demand declined by 3.8% in
the first quarter of 2020. Concerning fossil fuels, this conjuncture reduced the demand drastically
and collapsed the prices to historic levels. Despite the general market disruptions, renewable energy
sources (RES) seem to be more resilient to the crisis because they are the only sources that will grow
in demand in 2020, driven by priority dispatch. The RES's significant growth in cumulative installed
capacity in the last two decades and the significant cost reductions of RES and energy storage
technologies are positive signs towards better market conditions for the global energy transition.
Currently, the crisis is seen by international agencies and transition scholars as an opportunity to
advance a renewable-based energy transformation. Nevertheless, this article aims at caution about
another possibility: if societal changes are not urgently implemented, the crisis may weaken the
global energy transition. This article examines this last possibility from a three-level perspective: 1)
post-COVID economic recovery, 2) low oil and natural gas prices and competitiveness of alternative
sources and, 3) reorganization of the world energy market and the OPEC+. This paper exists to
stimulate debate.
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1. Introduction

The measures for tackling the COVID-19 may shrink the global GDP by approximately 6% in
2020 [1], the deepest post-war recession. As a result, the global energy demand declined by 3.8% in
the first quarter of 2020 and coal (-8%), oil (-5%), and electricity (-20% or more during periods of
lockdown in several countries) were the ones that received the most remarkable impacts [1].
Concerning fossil fuels, this conjuncture reduced the demand drastically and collapsed the prices to
historic levels. Thus, the profits of the fossil fuel industries and oil-exporting countries have been
affected. One of the positive environmental impacts of the crisis is that global CO2 emissions will fall
between 4% (if pre-pandemic conditions return by mid-June) and 7% (if some restrictions remain
worldwide until the end of 2020) [2]. Despite the general market disruptions, renewable energy
sources (RES) seem to be more resilient to the crisis because they are the only sources that will grow
in demand in 2020, driven by priority dispatch [1]. The RES’s significant growth in cumulative

installed capacity in the last two decades and the significant cost reductions of RES (Fig. 1) and
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energy storage technologies1 [3] are positive signs towards better market conditions for the locals

and global energy transition (hereafter, energy transition)z.
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Figure 1. Global Levelized costs of electricity (LCOE) of utility-scale renewable power
generation technologies, 2010-2018. Source: IRENA [4].

IRENA [5] recently developed a renewable energy roadmap to reactive the global economy
after the COVID-19 crisis. Also, the crisis is seen by other international agencies as an opportunity to
advance a renewable-based energy transformation “to meet international climate goals while
boosting economic growth, creating millions of jobs, and improving human life” [6]. Indeed, societal
changes during and after the COVID-19 crisis could reorient the global economy towards a more
sustainable development path [7]. Nevertheless, this article aims at caution about another
hypothesis: if societal changes (e.g., institutional, political, cultural, and socioeconomic) are not
urgently implemented, the COVID-19 crisis may impair the energy transition. We explore this last
possibility from a three-level perspective based on systemic structural dynamics: 1) post-COVID
economic recovery, 2) low oil and natural gas prices, and how they may affect the penetration of
alternative sources, and 3) reorganization of the world energy market and the OPEC+. However, up
until now, neither long-term immunity nor vaccine has been developed. Thus, section 5 briefly
comments on the possibility of the energy transition in a new “normal” reality using recent insights

of Kanda and Kivimaa [8]. Section 6 concludes with the final reflections.

2. Energy transition and post-COVID economic recovery

On a global scale, there is no sign of absolute decoupling of economic growth and the growth of
energy use [9,10] and CO2 emissions [11]. Historically, economic recoveries after pandemic crises

! Especially lithium-ion batteries.

2 The global primary energy transition is understood here as the renewable-based energy transformation of the primary
energy consumption at a global scale, emphasizing the role of the ‘modern’ renewables technologies (mainly solar and wind)
to displace fossil fuels (oil, coal and natural gas). Defining our scope of analysis is essential because there are different scales
of transitions (local, community, national, regional, global) and different layers of energy systems (e.g., primary energy

consumption, final energy demand, end-use technologies) [43].
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increased the global energy demand rapidly (Fig. 2). The relationship between economic growth and
the growth of energy use is weaker than in past crises [9,10], but it is still robust. Hence, we should
expect a rebound in global energy use in a post-COVID economic recovery. We do not know the
duration of the crisis and the intensity of the economic recovery. Even if it is a prolonged deep
economic downturn [12], the main point is that faster the global energy demand will rise in the
forthcoming economic recovery, the more difficult it will be supplying a significant fraction of it
with renewables, and COzemissions could rebound and get back to its long-run growth trajectory
[1,2,5].
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Figure 2. Rate of change in global primary energy demand, 1900- 2020. Source: Ref. [1].

In 2012, RES (mainly wind, solar, and geothermal; excluding hydro) accounted for nearly 3% of
the primary world energy consumption [13]. Seven years later, modern RES accounts for 5% of the
primary world energy consumption (overcoming nuclear participation for the first time) [14].
Despite the significant growth in global cumulative installed capacity, the participation of RES in the
world energy consumption is still low because of the growth in energy demand. However, economic
recovery is necessary for the energy transition, and investments in RES and efficiency are necessary
for a cleaner economic recovery. For instance, China is a coal-based economy, but it is also “the
world leader in both manufacturing and uptake of photovoltaics” [15], and a global producer of
other renewable technologies such as wind turbines and batteries [16].

3. Low oil and natural gas prices and energy transition

3.1. Transport sector

The most significant impact of COVID-19 by far is on the public transport sector, especially air
travel. In normal conditions, fuel and travel demands tend to increase with lower fuel prices and
decrease with lower incomes, ceteris paribus [17,18]. Naturally, to the extent that quarantines and
restrictions are maintained, the demand for transport will remain low because a significant part of
the population prioritizes remote activities and individual mobility for short distances travels. Thus,
electric vehicles (EVs) could eventually be favored by this tendency towards individual mobility for
short distances [8]. However, some recent studies have shown that persisting low oil prices can
damp electric mobility. Baur and Todorova [19] (p. 261) indicate “there is a substitution effect in
place between traditional cars and electric cars partially driven by the price of oil. Thus, persisting
low oil price levels and higher demand for less fuel efficient cars may not only have adverse
environmental consequences but can also dampen the growth potential of electric vehicle
manufacturers.” Similar results point in the same direction from consumers' perspectives [20,21].

Finally, one of the factors that contribute the most to the growth of electric mobility is direct and
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indirect subsidies and incentives [20-22]. It is unclear how the crisis may affect the capacity of the
governments to establish new taxes on fuels and to maintain or increase policies to promote electric
mobility.

3.2. Electricity sector

Cheap natural gas is relevant for the electricity sector because current generation costs of the
natural gas Combined-cycle plants (NGCC) are approximately 15 US$/MWh?. The generation costs
and LCOEs associated with these low fuel prices are an economic incentive to burn natural gas. It is
premature to confirm, but current low oil and natural gas price levels (since 2014), volatility and
uncertainties could be factors that may dampen the growth potential of RES. Figure 3 shows the
global net additions of renewable capacity growth of wind, solar, and geothermal sources and the
average oil prices (2001-2019). During 2001 and 2014 (period of the oil price boom), the average net
addition growth was 19% p.a. (0 = 3%). From 2015 to 2019, the average net addition growth was 15%
p-a. (0 =2%) coinciding partially with a sharp decline in oil prices and despite the plummeting prices
of the RES (except for geothermal). In 2020, net additions of renewable electricity capacity may
decline by 18% compared with 2019, and a rebound in new installations (10%) is expected in 2021
[23].
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Figure 3. Global net additions of renewable electricity capacity growth (wind, solar and, geothermal)
and average oil prices (US$ 2019 per barrel), 2001-2019. Source: own elaboration with data retrieved
from Ref. [14].

Recent results using a time-series approach indicate that oil price affects renewable energy
investment in the USA and Norway, but not in the UK [24]. Moreover, Cao, Guo, and Zhang [25]
provide evidence that the scale of investments of Chinese renewable energy firms (wind, solar, and
biomass) is affected by oil price uncertainty. Nevertheless, more original research, systematic
reviews, and meta-analyses are needed on these topics because the role of RES on the energy mix is
recent (the 2000s), and the sharp decline in oil prices is even more recent (2014-2020). Besides, in

countries where there is little support for the renewable energy sector, the investment will be more

3 Calculations are made considering a fuel price of 2 US$/MMBtu and a Heat rate of 6431 Btu/kWh. Besides, NGCC plants

provide other essential services for the electricity sector, such as firm capacity, dispatchable power, and ancillary services.
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dependent on macroeconomic aspects as well as substitutes such as oil [24]. Finally, there is no
consensus about the impact of oil price behaviors on clean stock markets [26,27], and the effect of oil

prices on green assets appears to be statistically insignificant [28].

3.3. Food production: fertilizers

Typically neglected, decarbonization of fertilizers for agricultural production may also be a
compelling case to note. The dominant process to produce ammonia involves the steam methane
reformation (SMR) of fossil fuels (mainly natural gas and coal) to produce commercial bulk
hydrogen (H2). However, the implementation of non-CO2 emitting sources of the H2 for nitrogen
fertilizer production could be a technological option to produce renewable fertilizers. Currently, the
most mature technological option is to use an electrolyzer system to split water (H20) into hydrogen

(H2) and oxygen using renewable electricity (Figure 4).
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Figure 4. Process flowsheet. Source: Ref. [29].

Still, fossil-free ammonia entails higher costs than conventional fossil fuel-based ammonia [29],
and relatively cheap natural gas and coal do not enhance the potential competitiveness in the face of
the conventional one. Observed lower prices of fossil fuels and conventional fertilizers tend to
diminish the food costs and prices (Fig. 5). If others COVID-19 global waves are avoided [30], lower
prices of fertilizers might partially counterbalance the negative impact of the COVID-19 crisis on
global food security. However, they also reduce the economic incentives to decarbonize the food

production in the short-term.
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Figure 5. Monthly price indices of fertilizers, energy, and food on nominal US dollars, 2010 = 100,
2001 to June 2020. Source: own elaboration based on Ref. [31].

4. Will the OPEC+ emerge more influential in the post-COVID-19 economy?

Recent results using mathematical models of strategic interactions suggest that oil players
(mainly OPEC) may exhibit limit-pricing behaviors regarding RES [32-34]. Figure 6 shows the
production costs curve of liquid supply (axis x) versus recoverable quantities (axis y). Except for
OPEC oil, low oil prices (e.g., 25-30 US$/barrel) make all fuel options (including alternatives fuels
such as Gas-to-Liquids, coal liquefaction, and biofuels) economically unviable. In the case of
non-conventional oil options, recent estimates indicate that the production costs of shale oil,
Brazilian pre-salt, and oil sands are approximately 30 US$/barrel [35], 14.3 US$/barrel [36] and 50
US$/barrel [37], respectively. These non-conventional industries are also affected by prices below or
nearly the production costs. Thus, the OPEC+ could emerge from the pandemic stronger than its
competitors in the energy markets. This implication is crucial because the market power of an

articulated OPEC+ may affect the energy transition through production and price shocks.
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Figure 6. Liquid supply cost curve showing production costs (axis-x, US$/BOE) versus recoverable

quantities (axis-y, BBOE). Source: Ref. [38].

5. Energy transition in a new “normal” energy reality
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What if long-term immunity is not developed, and it takes much longer than expected to create
an effective vaccine? This scenario imposes a new “normal” energy reality and requires a new -and
little know- spectrum of analysis. Kanda and Kivimaa [8] claim that permanent impacts of the
pandemic may affect public mobility options such as air travel and change mobility patterns (e.g.,
due to the teleworking practices). Thus, the energy demand for transport and other sectors such as
the tertiary sector could be maintained at low levels, while domestic electricity demand increases. If
the recommendation is to avoid public mobility, transport and urban planning policies should be
enhanced to address this new reality. The priority should be low-income and middle-income
workers that must work in their workplace and travel mainly by collective transport. Many more
efforts should be made to address these challenges in large cities in underdeveloped countries with
high poverty rates (e.g., Sao Paulo, Mexico City).

The impacts of the pandemic on the electricity sector seem to be more challenging to predict. If
aggregate electricity demands persist low, the share of renewable generation can be significantly
increased* [8]. However, depending on the regulatory structure of each region or country, the
reduction in electricity demand may raise concerns regarding the potential transfer of costs to
consumers through increased tariffs to compensate for income losses; putting pressure on
governments to maintain or establish new subsidies in a context of a reduced collection of taxes (see
Ref.[39,40] for the Brazilian and Indian cases). Also, if teleworking at home will be part of the new
"normal”, who should pay for increased domestic electricity bills? As Kanda and Kivimaa stated,
“this [type of consideration] points attention to the importance of analyzing the implications of the

pandemic on sustainability transitions from the perspective of social justice.” Ref. [8], p. 4.

5. Conclusions

The terrible COVID-19 crisis is offering to transition scholars an opportunity to improve the
understanding of sustainable transitions. In this article, we suggest that -if there are no significant
societal changes-post-COVID economic recovery and low fossil fuel prices may impair the energy
transition. Moreover, due to the low production costs and massive reserves, probably the most
resilient energy player in the face of the crisis is the OPEC+. Our approach emphasizing economic
dynamics allows us to suggest at least two research streams: the OPEC+ decisions (production,
prices, and the linkage with economic growth) as a parameter of control of the energy transition, and
how underdeveloped countries should address the pandemic crisis to accelerate the sustainable
transitions. In general, the challenge is to reduce or eliminate the influence of systemic forces that
decelerate the energy transition using sound energy policies but considering the potential trade-offs
and unintended consequences [41,42].

Naturally, innovation and policies to continue reducing costs of RES and energy storage
technologies are essential. However, the transition to RES would require significant shifts “in
political regulations, tariffs and pricing regimes, and the behavior of users and adopters” [43].
Removing massive subsidies and internalizing externalities of fossil fuels [44] can further enhance
the competitiveness of RES and electric mobility, contributing to the penetration of these alternatives.
On the one hand, these policies can be particularly challenging to execute in the context of a
pandemic or economic recovery because they could be considered procyclical. On the other hand, it
is the opportunity to think, better understand and, eventually carry out new proposals such as the
Green New Deal (e.g.) [7,45] to fast-track decarbonization, economic activity, and well-being.

A final reflection relates to the need for geopolitical and socioeconomic coordination between
countries, with emphasis on underdeveloped countries [46,47]. Up until now, during the crisis, some
actions point in the opposite direction of cooperation [8] and others in favor [48]. If the CO:

4 The main reason for this phenomenon is the priority dispatch for RES to meet reduced demand.
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emissions rebound and get back to its long-run growth trajectory, the chances to accomplish the
Paris climate goals will remain meager [49]. More broadly, “the world is not on track to achieve
human development-related Sustainable Development Goals by 2030” [50]. Perhaps the pandemic is
forcing us to devise more radical solutions to our energy and climate problems, as well as our social
and economic predicaments more generally.
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