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ENERGY POLICY 

The federal government has a strong preference for market-based regulations 
in the energy and environment policy area, extensively using trading 
mechanisms to reduce air pollution, and supplier obligations to increase the 
amount of biofuels for vehicles. 

Since the last in-depth review, there have been broad advances in federal 
energy policy through the Energy Policy Act of 2005, Advanced Energy 
Initiative, and the Twenty in Ten initiative, which aims to reduce gasoline 
consumption by 20% over the next ten years. In addition, a large amount 
of new energy policy is being conducted by the states themselves. Together, 
these can be seen as components of a comprehensive energy strategy with 
five key goals:

 Diversify energy supply by promoting alternative and renewable sources  ●

of energy, encouraging the expansion of nuclear energy in a safe and 
secure manner, increasing domestic production of conventional fuels, and 
investing in science and technology.
Increase energy efficiency and conservation in homes and businesses. ●

Improve the energy efficiency of cars and trucks. ●

Modernise electric power infrastructure. ●

Expand the Strategic Petroleum Reserve. ●
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The Twenty in Ten initiative was announced in the 2007 State of the Union 
speech by the President of the United States, consisting of two major elements. 
The first element focuses on the supply side, and sets a mandatory fuels 
standard to require 35 billion gallons1 of renewable and alternative vehicle 
fuels to be supplied in 2017, nearly five times the current 2012 target which 
was set in EPAct 2005. In 2017, it is expected that this will displace 15% of 
projected annual gasoline use compared to the business-as-usual prediction. 
In the energy bill passed in December 2007, a target of 36 billion gallons 
of these fuels was adopted for 2022. The second element of the initiative 
is focusing on the demand side, with the reform and modernisation of the 
Corporate Average Fuel Economy (CAFE) standards for cars and the extension 
of the existing Light Truck Rule. It is expected that by 2017, this will reduce 
projected annual gasoline use by up to 8.5 billion gallons, a further 5% 
reduction compared to business as usual. Together, these measures will bring 
the total reduction in projected annual gasoline use to 20%. In the energy bill 
of 2007, the requirement was toughened, to a 40% improvement by 2020, 
raising CAFE standards to an average of 35 miles per gallon (mpg).

 1. A US gallon equals 3.785 litres. Gasoline sales are handled on a gallon basis in the United States, 
unlike most other IEA countries where they are handled on a litre basis.

 Box 1

The 2005 Energy Policy Act

The Energy Policy Act (EPAct) of 2005 was signed into law after several 
years of debate. In the view of the United States Administration, the 
act “[…] promotes dependable, affordable, and environmentally sound 
production and distribution of energy for America’s future.” To achieve 
this, the act takes major steps to strengthen energy infrastructure, 
promote energy efficiency, expand the use of renewable energy, and 
boost the domestic production of conventional fuels. 
At the federal level, major steps have already been taken to implement 
the provisions of EPAct 2005. These include areas such as electricity 
reliability and transmission, developing unconventional hydrocarbon 
resources in the Rocky Mountains, giving siting authority for LNG 
terminals to the Federal Energy Regulatory Commission (FERC), and 
increasing investment in energy R&D. Many of the measures remain 
dependent on funding being authorised by Congress.
Some of the more notable measures in the act are described below, 
though there are many others.
Measures to Increase Energy Efficiency in Homes and Businesses

 Energy efficiency standards for a wide variety of appliances and  ●

equipment. 
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 Tax incentives for the purchase of efficient appliances and  ●

equipment. 
 Tax incentives for the purchase of fuel-efficient hybrid and diesel  ●

vehicles.
Measures to Improve the Energy Efficiency of Cars and Trucks

 Authorisation of funding to accelerate R&D in batteries, power  ●

electronics, systems integration and other technologies for use in 
hybrid vehicles.
 New, multi-year rule-making by the Department of Transportation to  ●

raise fuel economy standards for passenger cars, light trucks, and 
sport utility vehicles.
 The National Highway Traffic Safety Administration, which administers  ●

Corporate Average Fuel Economy standards, is to report on the 
feasibility of reducing automobile fuel consumption by a significant 
percentage by 2014. 
 The Environmental Protection Agency is to update procedures for  ●

rating automobile fuel efficiency, so that fuel economy labels more 
accurately reflect fuel efficiency with today’s higher speed limits, 
different driving patterns, and faster acceleration rates. 

Measures to Encourage Expansion of Nuclear Energy
 Production tax credits of USD 0.018/kWh for 6 000 MW of new  ●

nuclear capacity for the first eight years of operation. These will be 
allocated pro-rata to plants for which a licence application is lodged 
before the end of 2008, which will begin construction before the end 
of 2013, and which will enter operation before the end of 2020. 
 Loan guarantees for clean energy projects using innovative or  ●

improved technologies, including nuclear plants. These can cover up 
to 80% of the total cost of a project, but will be subject to overall 
limits set by Congress. 
 Risk insurance for utility companies building the first six new nuclear  ●

power plants, to cover the costs of regulatory and litigation delays 
that are not the fault of the company.
 Support for the continuation of the  ● Nuclear Power 2010 programme 
to demonstrate regulatory processes for siting new plants.

Measures to Promote the Use of Renewable Energy
 Renewable Fuel Standard that requires the yearly use of 7.5 billion  ●

gallons of ethanol and biodiesel by 2012 (a level which is in fact 
expected to be achieved in 2007), representing roughly 3% of total 
gasoline use, and equivalent to roughly 180 million barrels of oil.
 Extension of existing tax credit for production of electricity from  ●

wind, biomass and landfill gas, with a new credit for residential solar 
systems, to the end of December 2007.
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 Full funding authorised for the Hydrogen Fuel Initiative, which aims to  ●

develop fuel cell technology and ways of producing and distributing 
hydrogen fuel.

Measures to Boost Production of Conventional Fuels
 Reforms to clarify the process for obtaining onshore oil and gas  ●

production permits.
 Full funding authorised for the Clean Coal Power Initiative (CCPI),  ●

which includes the FutureGen plant to demonstrate separation of CO2 
streams for sequestration.
 A grant programme to support carbon dioxide injection for enhanced  ●

oil and gas recovery and for increased carbon dioxide sequestration.
 Elimination of a 2% oxygenate requirement for reformulated gasoline,  ●

reducing the number of “boutique fuels”2 and making fuel supply 
more flexible.
 Royalty relief for marginal oil wells, as well as renewal of royalty relief  ●

in risky frontier areas such as offshore Alaska and ultra-deep waters 
in the Gulf of Mexico.
 An R&D programme for methane hydrates, a potentially large new  ●

source of natural gas.
 A task force to co-ordinate and accelerate the commercial development  ●

of oil shale and oil sands, with leasing of federal lands for R&D 
activities related to such development.

Measures to Strengthen Energy Infrastructure
 Requirement for mandatory reliability standards to better protect  ●

power grids against outages in a competitive market-place for 
electricity generation.
 Establishment of a last resort federal government siting authority over  ●

state authority for transmission lines that are found to be of national 
interest, to ensure a better functioning power grid.
 Repeal of the Public Utility Holding Company Act (PUHCA) of 1935  ●

and its replacement with a revised PUHCA placing fewer restrictions 
on investment in electric generation and transmission facilities by 
existing electric utilities. Clarification of FERC’s jurisdiction as lead 
agency in the regulatory approval of onshore LNG facilities, which 
should facilitate the siting of such facilities where needed and 
thereby allow increased imports of LNG.

2. This term refers to gasoline variants produced according to non-standard specifications in some 
regions or states of the United States.



 22

MARKET REFORM

The United States oil markets are fully open to competition, and the country’s 
natural gas market is a regulatory model within the IEA for what liberalisation 
can achieve. Since 2001, however, energy market reform in the United States 
has slowed in the electricity sector, where the potential for reform still exists. 
While the federal government and FERC remain committed to reform, the 
attitude in many states has changed, owing to negative experiences with 
reform, particularly in California, together with concerns about rates and 
reliability. The EPAct 2005 reaffirmed a commitment to competition in 
wholesale power markets as national policy, while nothing was mentioned on 
retail power markets which are largely the province of states and municipalities. 
FERC has since then continued to foster competition, which it sees as the best 
protection of consumers against suppliers’ market power.

The major direct influence by FERC can be exerted in the power transmission 
sector, where the Commission issued Order No. 890 in February 2007 to 
reform transmission access and ensure that transmission service is provided 
on a non-discriminatory basis.

ENERGY INSTITUTIONS

Primary responsibility for federal energy policies and programmes is vested in 
the United States Department of Energy. The department’s work is carried 
out by several distinct offices described in detail below. Data are collected and 
analysed by the Energy Information Administration, which is part of the DOE 
but is headed by a functionally independent administrator. 

 The  ● Office of Electricity Delivery and Energy Reliability (OE) supports 
reliable electricity supply through programmes which are described in more 
detail in Chapter 8.

 The  ● Office of Energy Efficiency and Renewable Energy (EERE) develops 
cost-effective energy efficiency and renewable energy technologies that 
provide a diverse supply of reliable, affordable, and environmentally sound 
energy for the nation. Its programmes are described in more detail in the 
energy efficiency, renewable energy and R&D chapters.

 The  ● Office of Fossil Energy (FE) manages a range of programmes in fossil 
fuel R&D, described in Chapter 3. It is also responsible for overseeing the 
Strategic Petroleum Reserve, the country’s emergency crude oil stockpile 
and an integral part of the IEA emergency system. Further, the office has 
regulatory responsibilities in the area of international natural gas sales 
and in the construction of transboundary electricity lines.

 The  ● Office of Nuclear Energy (NE) provides technical leadership to 
address critical domestic and international nuclear issues. It has several 
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programmes dealing with national and international safety of waste 
treatment, and it operates five research reactors. More detail on the 
programmes can be found in Chapter 9.

 The  ● Office of Civilian Radioactive Waste Management develops and 
manages the federal system for disposing of all spent nuclear fuel from 
commercial reactors and high-level radioactive waste resulting from nuclear 
defence activities. The Nuclear Waste Policy Amendments Act of 1987 
directed DOE to characterise only Yucca Mountain, Nevada, to determine 
its suitability as a repository site for the disposal of spent nuclear fuel and 
high-level radioactive waste.

 The  ● Office of Environment, Safety and Health is responsible for protecting 
the environment, workers and public from hazards posed by DOE facilities 
and operations.

 The  ● Office of Science works to produce science and technical knowledge 
that is needed to develop energy technology options; to understand the 
health and environmental implications of energy production and use; to 
improve knowledge of the fundamental nature of energy and matter; to 
operate the large-scale facilities required in natural sciences to ensure 
a competitive position for the United States; and to help ensure the 
availability of scientific talent. It has a number of sub-offices, including 
the Offices of High Energy and Nuclear Physics; Basic Energy Sciences; 
Biological and Environmental Research; Advanced Scientific Computing 
Research; and Fusion Energy Science.

 The  ● Office of Policy and International Affairs (PI) helps to establish and 
improve DOE policies and programmes for energy security, environmental 
security, science and technology. Its main goals are to ensure attention to 
the energy dimensions of policy decisions by other parts of the government, 
develop energy policies and priorities, ensure their effective and consistent 
implementation, and advance them through international agreements.  

The Energy Information Administration (EIA) is an independent statistical 
and analytical agency within DOE. EIA maintains a comprehensive data and 
information programme relevant to energy supplies and reserves, energy 
production, energy demand, energy technologies, and related financial and 
statistical information. The EIA’s mission is to provide high-quality, policy-
independent energy information to meet the requirements of government, 
industry and the public in a manner that promotes sound policy making, 
efficient markets, and public understanding.

The Federal Energy Regulatory Commission (FERC) is an independent 
commission which has regulatory powers in electricity, hydropower, natural 
gas and oil markets. It regulates interstate gas and electricity markets (i.e. 
pipelines and transmission services) and is nominally part of DOE but 
operates independently, with appointed commissioners and professional staff. 
Retail rates charged by local gas and electric distribution companies, as well 
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as the rate of return on electricity-generating facilities that are operated by 
utilities in franchised service territories, are regulated by the states in which 
they are located. 

 Electric Power: ●  The commission oversees wholesale electricity rates 
and service standards, as well as the transmission of electricity in 
interstate commerce. Sales of electricity for resale (sales between investor-
owned utilities or by an investor-owned utility to another publicly- or 
co-operatively-owned), and transmission and interchanges comprise a little 
over a quarter of total United States investor-owned electric utility sales. 
Retail electricity sales, siting of generation and transmission facilities are 
generally regulated by state public utility commissions. Under EPAct 2005, 
new authorities on transmission reliability were given to FERC.
 Hydropower: ●  Hydroelectric power regulation was the first work undertaken 
by the Federal Power Commission, the commission’s predecessor, after 
Congress passed the federal Water Power Act of 1920. This work includes 
project licensing and exemptions, dam safety, project compliance activities, 
investigation and assessment of headwater benefits, review of project 
proposals by other federal agencies, and inter-agency co-ordination.
 Natural Gas: ●  The commission regulates both the construction of pipeline 
facilities and the transportation of natural gas in interstate commerce. 
Companies providing services and constructing and operating interstate 
pipelines must first obtain Commission certificates of public convenience 
and necessity. In addition, approval by the commission is required to 
abandon facility use and services, as well as to set rates for these services. 
The commission also regulates the international transportation of natural 
gas and oversees construction and operation of facilities needed by 
pipelines at the point of entry or exit.
 Oil:  ● The commission regulates the rates and practices of oil pipeline 
companies engaged in interstate transportation. The objective is to 
establish just and reasonable rates to encourage maximum use of oil 
pipelines as a relatively inexpensive means of bringing oil to market, while 
protecting shippers and consumers from unjustified costs. The commission 
does not oversee the construction of oil pipelines or regulate the supply 
and price of oil or oil products. Rather, it helps to assure shippers equal 
access to pipeline transportation, equal service conditions on a pipeline, 
and reasonable rates for moving petroleum and petroleum products by 
pipeline.

The North American Electric Reliability Corporation (NERC) is the body 
responsible for the reliability of the electricity transmission network in the 
United States. On 20 July 2006, it was certified as the “Electric Reliability 
Organisation” by the Federal Energy Regulatory Commission. On 1 January 
2007, the North American Electric Reliability Council, a long-standing 
voluntary reliability body, was merged with it. NERC develops and enforces 
reliability standards; monitors the bulk power system; assesses future 



 25

adequacy; audits owners, operators and users for preparedness; and educates 
and trains industry personnel. NERC is a self-regulatory organisation that relies 
on the diverse and collective expertise of industry participants. As the Electric 
Reliability Organisation, NERC is subject to audit by the United States Federal 
Energy Regulatory Commission and governmental authorities in Canada. 

The United States Department of Transportation (DOT) is responsible for 
transportation policy, including planning. The DOT National Highway Traffic 
Safety Administration (NHTSA) is currently responsible for regulation of 
vehicle safety and the setting of Corporate Average Fuel Economy (CAFE) 
standards. The 2007 Supreme Court ruling that CO2 is a pollutant may 
lead to the latter role being taken over by the EPA and/or some individual 
states. Also under the DOT is the Federal Aviation Administration (FAA), an 
independent agency which is responsible for air traffic regulation and security. 
It participates in projects to increase the energy efficiency of air traffic.

The United States Department of Interior (DOI) is responsible for the 
management of royalties from oil and gas, and the environmental impact 
assessment of the development of new resources, such as oil shale.

The Environmental Protection Agency (EPA) is an independent agency 
and is responsible for the development and enforcement of environmental 
regulations based on laws enacted by Congress. It carries out research, offers 
financial assistance, and publishes information for the public. 

The fifty federal states, the District of Columbia, and United States 
Territories are responsible for many environmental and energy-related issues 
within their borders. They have regulatory commissions which are either 
elected or appointed by the governor or the state legislature, and which have 
the responsibility to regulate energy undertakings within the state. States 
regulate all retail electricity rates and services, as well as decisions on siting 
and construction of electricity generation and transmission.

The White House Council of Environmental Quality (CEQ) co-ordinates 
federal environmental efforts and works closely with agencies and other White 
House offices in the development of environmental policies and initiatives. 
Congress established CEQ as part of the National Environmental Policy Act of 
1969 (NEPA). Additional responsibilities were provided by the Environmental 
Quality Improvement Act of 1970. NEPA assigns CEQ the task of ensuring that 
federal agencies meet their obligations under the act. 

The Office of Science and Technology Policy (OSTP) was established in 
1976 with a broad mandate to advise the President on the effects of science 
and technology on domestic and international affairs. The 1976 act also 
authorises OSTP to lead an inter-agency effort to develop and implement 
science and technology policies and budgets. The director of the office serves 
as scientific advisor to the United States President.
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ENERGY PRICING AND TAXATION

Energy prices are set by the market or by regulation where specific conditions 
apply, e.g. in natural monopolies, or certain privately-owned energy suppliers. 
Electricity prices can be regulated either by FERC (wholesale) or by state 
regulatory commissions (retail).

Compared to other IEA member countries, energy is taxed at a relatively low 
rate in the United States. Taxes can be raised independently by states, and/or 
the federal government, and they are cumulative. The most pervasive energy tax 
is the federal gasoline tax, which currently stands at USD 0.184 per gallon of 
gasoline, equivalent to USD 0.049 per litre of gasoline.3 Because of additional 
taxes being imposed in each of the states, the average gasoline tax stands 
at USD 0.459 per gallon (USD 0.121 per litre). The highest combined federal 
and state tax is applied in the state of New York with USD 0.629 per gallon, 
while the lowest combined tax applies in Alaska with USD 0.264 per gallon. 
This level of tax is among the lowest in the IEA, and gasoline is considerably 
cheaper in the United States than in any other member countries.

Income is also raised from mineral rights for the production of coal, oil or 
natural gas on federal lands. This is described in detail in Chapter 7.

The tax system is, however, also used to subsidise some forms of energy, and 
energy efficiency, through the provision of tax breaks for a variety of energy-
related goods, or the production of clean energy products. Tax breaks apply, 
for example, to wind power, ethanol produced from biomass, the purchase 
of energy-efficient cars or investment in insulation. They also apply to some 
forms of offshore oil and gas production, and to coal mining under specific 
conditions (synfuel tax credit).

PUBLIC AWARENESS AND FORECASTING

The Energy Information Administration (EIA) produces projections of energy 
supply and demand each year in the Annual Energy Outlook (AEO). 
The projections in the AEO are not statements of what will happen 
but of what might happen, given the assumptions and methodologies 
used. The projections are business-as-usual trend projections, given known 
policy, technology, and demographic trends. While the analyses in the 
AEO focus primarily on a reference case, lower and higher economic 
growth cases, and lower and higher energy price cases, more than 
30 alternative cases are generally included. EIA also publishes a short-term 

 3. On average in 2006, USD 1 = EUR 1.2554
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energy outlook that is updated each month. Monthly forecasts for up to 
18 months are provided.

As in previous editions of the AEO, the reference case assumes that current 
laws and regulations affecting the energy sector generally remain unchanged 
throughout the projection period. Some possible policy changes — notably 
the adoption of policies to limit or reduce greenhouse gas (GHG) emissions 
— could change the reference case projections significantly. The degree of 
uncertainty increases in the out years of the projections because of a variety 
of factors. 

CRITIQUE

Since the last review, major developments have taken place in the United 
States energy policy. The most important of these is the Energy Policy Act 
2005 (EPAct 2005), which is a comprehensive approach to address energy 
challenges faced by the United States. Congress and the Administration 
are working on implementing the policies, mandated and authorised in 
EPAct 2005. The energy strategy which is based on the act, focusing on 
sustainability and security through efficiency and diversification, is fully in line 
with the decisions of the G8 Heiligendamm Summit in 2007. The strong push 
for a nuclear renaissance coming out of the act is particularly noteworthy. But 
there are concerns, described in more detail below, about its implementation 
in some areas, and significant challenges in the energy sector remain to be 
addressed before the vision of a secure, diverse and sustainable energy supply 
can become a reality. Split responsibilities between the federal and state levels, 
as well as significant differences in energy policy between the Administration 
and Congress, and the sheer complexity of the delivery mechanisms, increase 
the challenge of realising a coherent and comprehensive energy strategy for 
the United States.

A fundamental problem is the absence of a clear link at the federal policy 
level between energy, environmental and security policies. While individual 
policies and measures address aspects of each of these three fundamental 
requirements, they are not consistent, and United States energy policy as a 
whole is not doing well at balancing the three Es of economic development, 
energy supply security, and environmental protection. This lack of a balanced 
policy is contributing to the continued high and growing dependence on 
fossil fuels, a situation that is almost unique among IEA member countries, 
which in turn contributes to increasing import dependence, and worsening the 
environmental impacts of energy use. These two issues are interdependent, 
and addressing the environmental impact of energy use, in particular reducing 
the emissions of CO2, will automatically help lower the growing import 
dependence of the United States. 
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Although United States energy policy identifies as important both supply- 
and demand-side mechanisms, the focus has been more strongly on the 
supply side in the past. This is visible, for example, in the strong push to 
open currently exempt regions to oil and gas exploration and production, 
while the plans for vehicle efficiency standard improvements are significantly 
behind the technological potential of car manufacturers. More recently, 
however, the EPAct 2005 contains a commendable range of demand-side 
measures, indicating that this focus may now be shifting. To build on this, the 
Administration should consider reinforcing existing demand-side programmes 
in all sectors of the energy markets, such as vehicles, buildings and appliances, 
and to prolong successful EPAct 2005 demand-side measures. 

Concerns about the lack of coherence in policy development between the 
federal and the state levels relate in particular to a very strong but inconsistent 
policy push, and policies which appear disjointed in terms of pace, consistency, 
continuity, and approach. For example, while a supply requirement of 
renewables for the transport sector has been established at federal level, no 
equivalent federal requirement is foreseen for the electricity sector. In this 
sector, demand is also growing rapidly, while efficiency improvements in 
electricity generation are not in evidence, a situation very similar to that in 
the transport sector. Other examples relate to specific technology areas, the 
development of unconventional resources, CO2 pricing, and the development 
of support schemes for electricity produced from renewables. Strong and 
forward-looking leadership at the federal level would ideally be the way of 
addressing these inconsistencies. Developing a piecemeal, state-by-state 
approach to environmental and renewables policy has serious negative 
consequences on costs and effectiveness of implementing it. Collaboration 
and co-ordination with the states in advance can help lower the overall costs 
to the economy of implementing a balanced environmental policy that, at the 
same time, lowers the country’s reliance on foreign imports.

Energy security is becoming an increasing challenge for United States energy 
policy, due to the very high and growing dependence on imported fossil 
fuels, in particular oil, but also gas. While the link between GDP growth 
and increases in energy consumption has been decoupled, growth in energy 
demand is still considerable, and import dependence is increasing rapidly. 
This reinforces concerns about the geopolitical stability of energy supply. 
While new suppliers have helped to diversify the supply base for the United 
States, these are not without risk, as can be seen by recent destabilising 
developments in Nigeria, now the fourth-largest oil supplier of the United 
States. At the same time, developing domestic resources appears to be very 
difficult, because of continued reluctance at the state and local levels to 
accept the environmental risks they associate with such developments. This is 
making it harder to diversify supply and limit import dependence. Developing 
secure supplies and delivery corridors, e.g. from Canada and Mexico, as well 
as diversified sources, such as renewables and alternative fuels, while at the 



 29

same time harnessing technological developments to reduce energy demand 
in transport and electricity, is therefore a key challenge to United States 
energy policy.

EPAct 2005, the Twenty in Ten initiative, the policy actions of individual 
states, and the scientific and investor communities are all driving a cleaner 
and more sustainable energy policy, consistent with security. To deliver this 
policy, it will need to be vigorously pursued jointly by the Administration and 
Congress. This will demand more regulatory action, more energy R&D, and 
more support for bringing clean and secure technologies from the laboratory 
to the market. Owing to relatively slow progress since the passage of the act, 
a great deal remains to be tackled in this area. To ensure the challenges are 
addressed, the federal government will need to provide strong leadership, in 
co-operation with the states, to articulate and implement a coherent strategy 
for a secure and sustainable energy supply over the longer term.

Such a strategy for a secure and sustainable energy supply should take into 
account the need for diversity and balance, and consider life-cycle impacts of 
different energy sources. More emphasis needs to be put on market-pull as 
opposed to technology-push measures. This could be achieved by expanding 
existing measures such as performance standards, codes and labelling 
schemes into new sectors where they currently do not apply, while increasing 
the requirements for existing sectors. It could also include the consideration 
of a federal renewable portfolio standard, and direct support for currently 
uncompetitive clean technologies. 

A fundamental element in the delivery of a secure and sustainable energy 
supply will, however, be the introduction of a consistent explicit value for 
reduced CO2 emissions. Various incentive programmes for lower-carbon energy 
sources create implicit values for carbon in the market-place, but they are 
not consistent or comprehensive. Efforts by individual groups and states to 
deliver a CO2 price are going in the right direction, but will be less effective, 
and more distorting to the economy than a federal scheme would be. They 
will also not be able to deliver the scale of incentives which is required to 
bring forward fully sustainable technologies across the whole of the United 
States. Introducing such a system would bring the United States energy policy 
closer in line with policies pursued at the international level, increase investor 
security, and allow the country’s energy markets to link more securely to 
international trends. Designing and implementing a pricing mechanism for 
CO2 is probably the most important challenge currently facing United States 
energy policy. The government should, therefore, urgently move to address 
this challenge.

On the international level, the United States is consistently and rightly 
emphasising the importance of open, liberal and competitive markets for the 
security of energy supplies. In many regions in the United States, competitive 
wholesale markets for electricity already deliver the right results for consumers 
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and industry. Nevertheless, at the retail level, liberalisation of markets 
appears to have stalled, and it may be rolled back in some states. To enable 
all customers to benefit from the potential advantages that competition 
may bring, such as reduced prices and more reliable supplies, the federal 
government should push strongly for further liberalisation of energy markets 
throughout the country, through the development of coherent regulatory 
frameworks.

RECOMMENDATIONS

The government of the United States should:

Exert strong leadership to develop and articulate a balanced and sustainable  ◗

energy policy, focusing in particular on a decrease of fossil fuel dependence 
by pushing for strong energy efficiency and clean energy supply policies.

Evaluate the costs and benefits of establishing a consistent CO ◗ 2 price, for 
example by setting up a federal emissions trading scheme or by introducing 
a CO2 tax, taking account of international experience in order to support 
market-pull measures for the accelerated introduction of clean energy 
technologies.

Reinforce the development of open and competitive energy markets through  ◗

consistent regulatory frameworks.




