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what you need to know

Energy powers our homes, factories, offices, hospitals, and schools. It allows 

us to run our cars, trains, planes, computers, and air conditioners. Given 

the critical role it plays in every aspect of our lives, energy needs to be reliable, 

affordable, and convenient.

Politicians and environmentalists try to convince Americans that our economy 

can run on renewable energy sources. President Obama, for example, recently 

proclaimed that 80 percent of our electricity should come from “clean” sources.

Yet the reality is that the American economy currently depends on fossil 

fuels. Oil and gas provide 62 percent of energy used by the United States. 

Coal delivers another 21 percent. Nuclear and renewable energy supply 

only 9 percent and 8 percent, respectively. Solar and wind’s contributions 

are miniscule, providing just 0.08 percent and 0.72 percent of total energy 

consumption in the US.

Americans may like the notion that our economy could run fully on 

renewable, emission-free energy sources, but today that’s a myth.

Given current technology, solar and wind power are simply unable to 

meet the energy needs of the American public. They are unreliable, costly, and 

inconvenient, and depend on wasteful government subsidies to compete in the 

energy marketplace. 

Similarly, ethanol has failed to live up to its promise of reducing carbon 

emissions and ending American dependence on foreign oil. Instead, US ethanol 

production wastes energy, creates more carbon emissions than it saves, raises 

the cost of fuel, and drives up the prices of nearly all foods.

Instead of wasting taxpayer dollars by lavishing subsidies on select renewable 

energy sources and driving up energy prices by mandating their usage, 

policymakers should reduce artificial barriers to domestic energy production 

and create a level playing field so that energy providers compete on their merits. 
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why you should care

Here are a few reasons you should care about 

America’s misguided energy policies:

●  Higher Prices Everywhere: Energy subsidies 

and mandates drive up energy costs. You pay 

more to heat your house, drive your car, and 

keep the lights on. Businesses also face higher 

energy costs, which they pass on to consumers 

on almost every product you buy. Government 

subsidies waste your taxes and add to the 

already spiraling US debt.

●  Fewer Jobs and Lower Wages: Higher energy 

costs mean employers have less money to grow 

their businesses and hire new workers. Worse 

yet, some businesses whose energy costs grow 

to unsustainable levels might choose to move 

overseas where energy prices aren’t artificially 

inflated. The result is fewer jobs for Americans.

●  Less Innovation: Subsidies and mandates 

mean that governments, instead of markets, 

are picking winners and losers in the energy 

sector. Markets drive resources toward where 

they will be used best and therefore encourage 

the development of efficient solutions. 

Governments, on the other hand, budget based 

on political calculations. Money is wasted 

by propping up inefficient technologies and 

companies, which also makes it harder for 

better solutions to emerge. The results are 

fewer cost-reducing innovations and a less 

secure energy future. 

There are better ways to meet America’s energy needs.

more information

How You Pay More  
for “Green” Energy

In the 2011 State of the Union address, President 

Obama asked the nation to join him in reaching 

his goal to produce 80 percent of electricity in Amer-

ica from “clean” sources. The President’s most well-

known energy goal is to increase the current share of 

renewable energy from 11 percent today to 25 percent 

by 2025. That sounds nice, until you hear that reach-

ing this goal would cause electricity prices to skyrock-

et (as President Obama openly acknowledges).

The simple fact is renewable energy costs more 

than traditional fossil fuels. The energy density 

contained in renewable energy is much, much lower 

than in a fossil fuels like coal or oil. Less density 

means less energy can be harnessed.

Low density isn’t the only reason solar and wind 

energy are particularly uncompetitive. Solar and 

wind are also unreliable, only providing energy 

when conditions are just right. The wind must blow 

or the sun must shine and the temperature must be 

high enough for them to work. 

Storing energy produced by renewable sources 

is difficult, so they require back-up capacity from 

reliable, more conventional, higher-density energy 

sources, such as coal or gas, to replace between 80 

and 90 percent of their energy output when they go 

offline. This makes solar and wind as energy sources 

even more costly. 
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Does it really make sense for us to create 

excess capacity of conventional sources to backup 

renewable sources, even though it would be more 

cost-efficient and effective just to use the more 

affordable and reliable energy sources in the first 

place? That should be up to private investors and 

consumers, not government officials. 

Another problem with renewable energy 

sources is that they are often inconveniently located 

and require large-scale transmission networks. 

The best places to install a solar or wind farm, or 

harness geothermal or hydroelectric power, tend 

to be far away from the cities and industries where 

energy is most needed. The problem is storing and 

transporting energy can be difficult, which adds to 

the cost of using these energy sources. 

For these reasons, private investors shy away 

from putting their money into renewable energy 

production. This should tell us something: Does 

anyone doubt that if solar and wind energy could 

really replace oil and coal that smart investors 

wouldn’t be pouring resources into making that 

happen, hoping to gain a share of this huge market?

The sad truth is that renewable energy sources 

can only compete when subsidized heavily by the 

government. Policymakers have claimed that taxpayer 

support would be temporary, but government 

mandates and subsidies continue, and renewable 

energy companies depend on them to survive.

Solar and wind receive subsidies of over $23 

per megawatt hour (Mwh) compared with $1.59/

Mwh for nuclear, $0.44/Mwh for conventional coal, 

and $0.25/Mwh for oil and natural gas. This figure 

does not even include the $27.2 billion allocated in 

the 2009 “stimulus” bill for energy efficiency and 

renewable energy research and investment. 

Government policy often means that consumers 

end up paying double for higher-priced renewable 

energy. We pay first through our tax dollars, and 

then again with higher electricity bills when utilities 

are forced to include more expensive renewable 

sources in the energy mix.

Already, consumers in most states have no 

choice in buying renewable energy. Twenty-nine 

states have renewable electricity mandates, forcing 

electric utilities to buy a specified percentage of 

solar, wind, and other “renewable” energy sources. 

The costs of these mandates are immediately passed 

on to consumers in the form of rate increases. A 

study by the Institute for Energy Research showed 

that electricity prices are nearly 40 percent higher in 

states with renewable electricity mandates.

Renewable energy is not always clean energy, 

either. Definitions of what qualifies as a “renewable” 

source vary from state to state. Illinois, for example, 

tried to classify energy gained from burning tires 

as renewable, despite the pollution associated 

with burning material that consists of 75 percent 

petrochemicals. In Maryland, waste burning is 

considered a renewable energy venture. Other 

states are trying to include nuclear energy in their 

renewable energy mandates. What qualifies as a 

“renewable energy source” depends very much on 

the political and economic realities within each state.
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a federal clean energy standard
Many proponents of renewable energy mandates 

are pushing for a federal mandate that would 

force electric utilities in states without renewable 

mandates to generate or purchase renewable 

electricity. 

Past proposals have failed and for good reason. 

A federal one-size-fits-all mandate would fail to 

take into account the different energy environments 

in different states, creating significant burdens for 

some. Some states have abundant coal resources, 

others have advantages in producing hydroelectric 

energy, and others rely on natural gas, or have 

favorable environments to host wind or solar farms. 

States know best what is realistic. 

States that currently generate less renewable 

energy (such as coal heavy West Virginia) would 

be hurt the most by such a mandate. In addition 

to residents facing high energy costs, high-energy-

consumption industries may decide to relocate or 

shut their operations down. 

The national impact from a renewable electricity 

standard would be no less devastating. Studies 

from the National Association for Manufacturers, 

the American Council for Capital Formation, and 

the Heritage Foundation all show that a federal 

renewable electricity mandate would increase US 

electricity prices by 30 percent and lead to at least 1 

million lost jobs, as US industries shut down their 

operations or relocate outside the U.S. 

A federal mandate isn’t the answer to meeting 

America’s energy and environmental needs. If 

renewable energy is going to develop to better 

meet our needs, it will do so in an environment of 

competition where consumer and investor choices 

direct energy resources, not governments.

ethanol: a case study in the dangers 
of Government energy Policy

The best example of misguided US energy policy 

is our history with corn-based ethanol. Since 1979, 

the federal government has spent billions upon 

billions to support ethanol. 

It began with the Energy Tax Act, which created 

a partial federal tax exemption for gasoline blended 

with at least 10% ethanol. In 2004, The Volumetric 

Ethanol Excise Tax Credit (VEETC) was introduced 

to provide a 45 cent subsidy per gallon of ethanol. 

Ethanol continues to be subsidized through the 

VEETC to this day. 

In addition to direct subsidies, government 

also forces gasoline consumers to buy ethanol. The 

Energy Policy Act of 2005 specified how much 

ethanol must be blended with gasoline. Starting at 

4 billion gallons in 2006, the ethanol consumption 

mandate reached 12.6 billion gallons of ethanol in 

2011. This ethanol mandate is scheduled to increase 

to 36 billion gallons by 2022.

Domestic ethanol production is also protected 

from foreign imports. Many nations that use sugar 

(rather than corn) to produce ethanol can supply 

ethanol for a lower cost. The U.S. government has 

put in place a high tariff on foreign ethanol, driving 

up its price for U.S. consumers.



IWF Policy Focus, March 2011  n  5

Ethanol was touted as the fuel of the future. It 

was supposed to reduce our dependence on foreign 

oil imports while also saving the environment. 

Instead, what Americans got for their support of 

ethanol is a great deal of waste.

We now know producing ethanol requires 

more energy than the ethanol ends up containing. 

Therefore, every gallon of ethanol produced wastes 

energy. This means that ethanol is not only more 

expensive than gasoline for fuel, but that it also 

increases pollution, rather than reduces it. 

Making ethanol from corn requires 29 percent 

more fossil energy than the ethanol fuel will provide. 

Ethanol also contains only about two-thirds of 

the energy contained in gas. That means ethanol-

blended gasoline is more expensive and gets you 

fewer miles than if you were driving your car on 

straight-up gas.

Furthermore, ethanol production is also 

partially responsible for rising world food prices, 

which are leading to food crises in developing 

countries and even social unrest. As corn for fuel 

production takes over more and more of the fertile 

land, less and less is available to grow other foods. 

And as more corn is converted to ethanol, less is 

available for livestock feed. As a result, food prices 

skyrocket, hurting the poor the most. 

It’s been clear for a long time that our ethanol 

policy makes no sense, but politicians are reluctant 

to change it, in part because of the political leverage 

that Iowa and other major corn-producing regions 

carry in presidential politics. Al Gore recently 

admitted that his presidential aspirations for 2000 

were the main reason that he supported the U.S. 

ethanol policy. 

Americans should keep this in mind when they 

hear about another government push to subsidize a 

favored energy source: It’s more likely to be driven 

by politics than sound policy. 

A Better Solution for American Energy

Policymakers should reduce artificial barriers to 
domestic energy production and create a level playing 
field so that energy providers compete on their merits. 

the government should stop picking winners and 
losers in the energy market. By cutting all energy 
subsidies, energy sources would be competing 
based on their own merits, and different energy 
industries would have better incentives to innovate 
and develop more efficient energy. subsidies also 
misdirect taxpayer money towards wasteful energy 
policies that are driven by politics, not by what 
makes sense for america.

the government should stop stifling domestic 
energy production with layers of red tape. excessive 
regulations have imposed a de-facto moratorium 
on offshore drilling of oil and gas in the Gulf, and 
outright drilling bans prevent exploration of other 
promising coastal areas. excessive environmental 
regulations are tying down the establishment 
of more hydroelectric dams, geothermal fields, 
and wind and solar farms, thereby hindering the 
development of sensible renewable projects. 

the government should remove special limited 
tort liability for energy production: the recent BP 
oil spill illustrated the dangers of shielding energy 
producers from the full risks associated with their 
operations. limited liability for energy-related 
accidents means that americans are forced to 
subsidize industry risks. energy producers whose 
risks are reduced by special limited tort liability 
for the most part only take these limited risks into 
account, likely leading them to expose americans 
and the environment to more risk than they 
otherwise would.



what you can do

You can help lead the fight misguided energy policy:

●  Get Informed: Here are some good sources of 

information on energy policy:  

n The Independent Women’s Forum  

 (www.iwf.org) 

n The Institute for Energy Research 

 (www.instituteforenergyresearch.org) 

n The Heritage Foundation 

 ( www.Heritage.org/Issues/Energy-and-

Environment)

●  Talk to Your Friends: You can help friends and 

family members understand these important 

issues. Tell them about what’s going on and 

encourage them to join you in getting involved. 

●  Become a Leader in the Community: What are 

you waiting for? You can make a difference! 

Get a group of friends together each month 

to talk about a political/policy issue (it will 

be fun!). Write a letter to the editor to your 

local paper. Show up at your local government 

meetings and make your opinions known. Go 

to rallies. Better yet, organize rallies! A few 

committed people can change the world.

●  Remain Engaged Politically: Too many good 

citizens see election time as the only time to 

pay attention to politics. Yet we need everyone 

engaged. Stay in contact with your elected Rep-

resentatives and let them know your opinions. 

After all, they are supposed to work for you.

aBout the indePendent  
women’s forum

The Independent Women’s Forum (IWF) is dedicated to 

building support for free markets, limited government, and 

individual responsibility. 

IWF, a non-partisan, 501(c)(3) research and educational 

institution, seeks to combat the too-common presumption 

that women want and benefit from big government, and build 

awareness of the ways that women are better served by greater 

economic freedom. By aggressively seeking earned media, 

providing easy-to-read, timely publications and commentary, and 

reaching out to the public, we seek to cultivate support for these 

important principles and encourage women to join us in working 

to return the country to limited, Constitutional government.

We rely on the support of people like you!  Please visit us on 

our website www.iwf.org to get more information and consider 

making a donation to IWF.  

our Partners

Contact us if you would like to become a partner!

connect with iwf!
follow us on:
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www.iwf.org
http://www.instituteforenergyresearch.org
http://www.Heritage.org/Issues/Energy-and-Environment
http://www.Heritage.org/Issues/Energy-and-Environment
www.iwf.org
http://www.iwf.org/support

	Facebook: 
	Twitter: 
	YouTube: 
	RSS Feed: 
	IWV: 
	NEW: 
	Button 8: 
	NEW 2: 


