Title:  The Peculiar Economics of Federal Energy Management
Overview:  The management of resources within the Federal government is different from that in the private sector.  It is well known that different incentives motivate Federal managers, in part because their employers, the heads of Federal agencies, have no claim to financial resources earned or saved through federal activity whereas those who employ private managers do have claims to resources that are earned or saved by their activities and therefore seek to motivate them accordingly.  
Though the above generalization applies to Federal resource management generally, energy receives special treatment.  Several laws, Executive Orders, and announced Agency objectives specifically target energy management in one way or another.  Generally, these laws and orders set goals and timetables for increased facility or vehicle energy efficiency and the use of renewable energy and fuels.  To the extent these goals or targets are treated as binding by Federal managers, they alter the economics of energy within the Federal sector.  In addition, there are institutional factors surrounding the financing of Federal energy investment that affect these economics, in particular legislative provisions that enable agencies to finance energy projects through private energy contractors. 
In this paper we examine the economics of Federal facility energy management.   We show how energy projects that likely would be rejected by private agents are adopted within the government, and we compare actual Federal borrowing costs under existing institutional arrangements with what they would be without those arrangements.  We conclude with a few observations on Federal policy objectives and how they might be achieved at lower cost.  
Methods:  The paper reviews Federal laws and Executive Orders that constrain Federal managers, and discusses the motivation these give to invest in energy efficiency and renewable energy.  It also examines the legislative provisions that enable agencies to finance energy projects through private contractors, and how these affect the costs of those projects.  The costs of Federal energy management are compared to those within the private sector and some examples of Federal projects presented and discussed.
Results:  The paper shows that Federal management of energy results in more monies being spent than can be justified on strictly economic criteria.  It also shows that agency borrowing costs are higher than they would be were the government itself borrowing monies rather than effectively employing private contractors to do so.  It estimates how much more is spent than would be if only economic criteria were followed, and the increment in Federal borrowing costs for privately financed energy projects.  
[bookmark: _GoBack]Conclusions:  The paper concludes by questioning whether there is legitimate reason for Federal agencies to implement projects that are not economic.  Federal officials have indicated they want the government to lead in energy management, but whether such leadership actually influences private sector behavior is uncertain.  However, assuming such leadership will continue, the paper suggests how the borrowing costs of Federal energy projects might be reduced.
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