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Overview

Texas is not commonly thought of as a “green state.”  It is home to most of America’s oil companies and the leading state in electricity consumption and production.  Yet (perhaps, quietly), Texas has become the nation’s leader in non-hydroelectric renewable energy production and has implemented a set of successful energy efficiency programs.  These policies were not enacted out of concern over climate change.  In fact, the state’s governor sees no link between global warming and human activities.  These policies simply make economic sense in a state with declining oil production, the largest non-hydroelectric renewable energy resource potential in the U.S., an entrepreneurial business climate, and an interest in diversifying its energy mix.

This paper traces the success of Texas’ renewable energy and energy efficiency initiatives to its vast resource potential and reliance upon well-articulated policy goals and the use of market mechanisms to achieve the policy goals.  Successful policy initiatives are reviewed, including the state’s renewable energy portfolio standard, renewable energy credit trading program, the designation of Competitive Renewable Energy Zones, and energy efficiency goals.  Further, this state’s success demonstrates that goals for renewable energy development and energy efficiency can be successfully achieved within a competitive electricity market structure.  

Methods

The structure of the state’s unique energy markets are described.  The effectiveness of policies to foster renewable energy development and energy efficiency are reviewed.  Further opportunities are identified.
Results

At the same time the state government sought to reduce regulatory oversight and enhance competition in electric and natural gas industries, it established non-market-based programs to foster the development of renewable energy projects which would not otherwise prove cost-effective.  Goals were set for energy efficiency programs.  Each policy had some market-based elements.  A credit trading system was established to permit load-serving entities to meet renewable energy targets in a least-cost manner.  The role of regulated transmission and distribution utilities in energy efficiency was limited to program administration, in hopes of creating a competitive market of energy efficiency services providers. 

An enormous untapped potential for further renewable energy and energy efficiency development remains.  Following an overview of the state’s energy industries, the potential for renewable energy and energy efficiency potential are discussed and the success of various policies are analyzed.

Conclusions

So, is Texas a ‘green state’ or a ‘brown state’?

Texas is not generally perceived to be a national leader in the transition to sustainable development.  Indeed, the state leads in total energy consumption, CO2 emissions, the use of coal as a generation fuel, and has been a laggard in environmental protection.  The state’s conservative leadership has expressed little concern over global warming to date.

Yet, Texas is in the midst of an important transition.  Its wind power industry is the nation’s largest and will increase in scale considerably in the coming decades.  The state’s vast potential for solar power is about to be tapped.  Geothermal resources may also have considerable potential.  Energy efficiency efforts have proven efficient and effective.  The oil and gas and semiconductor which enriched the state in decades past are slowly being replaced with green industries focused on developing wind power, solar power, and batteries.  These new industries are aided by a favorable entrepreneurial and investment climate.

To date, this state’s policies to develop renewable energy and energy efficiency have been largely successful.  Gains in these areas have been made within electricity and natural gas markets which have been restructured to foster competition by setting goals and using market mechanisms to achieve the goals.  
What happens in Texas is not merely of importance to Texans.  The success of any world-wide initiatives to reduce greenhouse gas emissions and reduce reliance upon fossil fuels is greatly impacted by what happens in Texas, in light of the state’s leadership in the energy industry. 
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