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The Biden-AMLO Summit: Three topics
for Energy and Climate discussions
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Mexico’s president, Andres Manuel Lopez Obrador, arrives in Washington, DC today for bilateral meetings
with United States president Joe Biden. The meeting is a result of a commitment made prior to the Summit
of the Americas, and a unique foreign trip for Mexico’s president.
There was a great deal of ink spilled about the Mexican president not attending the Summit of the
Americas in Los Angeles in June due to questions surrounding the invitation list. But it bears noting that
Mexico was not absent: Foreign Minister Marcelo Ebrard was very active in the formal proceedings and
meetings.
Arguably, this week’s bilateral setting will allow for a much deeper and more substantive engagement
between the two leaders. As always, with US-Mexico relations, there is a long list of priorities. Issues such
as migration, violence - particularly against journalists - labor rights, inflation and trade, among many
others, will be heavily debated.
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But our focus is on energy and climate, which are also major issues facing the world and certainly Mexico
and the United States. Both nations continue to be deeply affected by ongoing global geopolitical
developments. Reinforcing the economic integration agenda and emphasizing how Mexico and the United
States can jointly pursue a path to be more energy secure and less vulnerable to global volatility should
be a principal theme this week in Washington.
To inform those discussions, there are three topics that both leaders and their delegations would do well
to consider:
•
•
•

Refocusing cross-border energy trade on electricity
Enabling financial and technical support for managing methane
Articulating a bilateral governance framework for carbon compensation mechanisms

Refocusing Cross-Border Energy Trade on Electricity

The scope and maturity of integration between the United States and Mexico when it comes to
hydrocarbons is significant. There are issues that both administrations are managing, most critically in
terms of energy security and investment guarantees. On the other hand, electricity trade has not followed
the hydrocarbons markets. Cross-border trade in electricity has paled in comparison to hydrocarbons.
Indeed, although trade in electricity can be traced back to 1905, it is still tiny, representing less than a
hundredth of a percent of the total U.S. electricity consumption. Mexican electricity imports from the U.S.
are less than 1% of domestic consumption. A “rounding error” one power sector stakeholder called it.
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Today, there are only 11 transmission links between the two countries. The potential for cross-border
collaboration on electricity, often viewed positively here along the California-Baja California border,
merits a more comprehensive review. As Texas grapples with market issues, it reinforces the opportunity
to incorporate electric integration into the bilateral energy discourse. Importantly, this effort aligns
perfectly with the ongoing discussions prompted by US Climate Envoy John Kerry’s’ repeated visits to
Mexico: more rapid deployment of renewable energy technologies and electrification.

Managing Methane
One of the principal outcomes from COP26 in Glasgow and a hugely important climate governance topic
is with regards to managing methane emissions. Both the United States and Mexico are among the world’s
largest emitters, prompting both countries commitments as part of the Global Methane Pledge
framework that set the goal of reducing methane by 30% by 2030, compared to 2020 levels. Under the
Biden administration, the United States has sought to revive national regulations and policies, as well as
create major new financial incentives for leveraging technology to reduce leaks, venting and flaring.
Likewise, in Mexico, major regulations and policies already exist to drive action on methane emission
reduction.

President Lopez Obrador committed Pemex to reduce its own methane emissions from exploration
and production activities by 98% as part of a “decalogue” of pledges he made in mid-June. There is,
however, the need to enforce the current regulations, many of which do not require massive
investments. In many cases, fixing leaks, reducing venting and flaring and by extension emissions
reductions can be obtained with minor capital outlays. Moreover, there are clear benefits that could
be accrued during the current natural gas supply-demand crunch and high-price environment, both
fiscal and in terms of production. Increased consideration of targeted financial and technical
support should be discussed this week. Commitments of support from the US will go a long way.
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Governance for Carbon Compensation Mechanisms

Carbon markets have exploded on the back of the need to manage the climate emergency and as NetZero targets are set by governments and industry across the globe. Underscoring this trend, the voluntary
carbon market hit the $1bn mark in 2021, far outpacing its market cap of $306 million in 2020. For better
or worse, carbon credits have become the go-to solution for myriad private sector firms and entities as
they strive to achieve climate goals. Furthermore, there is insufficient regulation, oversight and quality
control for carbon credits in the voluntary markets. Greenwashing claims are mounting.
News and developments on this front in Mexico argue for the topic to be elevated as part of discussions
between Presidents Biden and Lopez Obrador. Indeed, President Lopez Obrador brought up the issue
during one of his recent Mañaneras. The SEC in the US has published proposed regulation on climate
disclosures for publicly listed US firms. Given the vast amount of US enterprises operating in Mexico and
vice-versa, it merits a more unified bilateral approach when it comes to carbon market governance and
ESG disclosures. Mexico’s Hacienda is likewise moving on this space already, by developing green
taxonomies. Working on a uniform set of principles surrounding carbon compensation mechanisms, and
ESG disclosures more broadly, will be key to reduce greenwashing and will facilitate compliance for multinationals in the process.
Produced by Jeremy M. Martin, Energy & Sustainability Vice President, in collaboration with
Tania Miranda, Environment & Climate Change Policy Director
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