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Many ways to reduce carbon emissions 

 Use less energy overall

 Drive fewer miles

 Smaller, less-powerful cars

 Energy-saving technologies (e.g., hybrids)

 Switch to lower-carbon fuels

 Biofuels

 Electricity (assuming low-carbon supply)



Economists overwhelmingly favor carbon 

pricing—taxes or cap-and-trade

 Rewards ALL behaviors that reduce emissions

 Gets the balance exactly right—allows firms and 

consumers to choose what’s best for them

 Extensive empirical evidence shows that people 

respond as predicted to higher fuel prices



Other policies are more costly



Information on energy costs is crucial

$3.70/gallon x 1/26 gallons/mile = $0.142/mile

x 15,000 miles/year ≈ $2,150/year



Thoughts on Michigan’s energy policy

 Clean Power Plan implementation

 Mass- vs. ratio-based, cost-minimization issues

 Make retail energy pricing more transparent

 Engage consumer behavior (e.g., via RTP) to 

reduce system costs and increase reliability

 Rigorous evaluation of efficiency programs



Q: What is the cost of operating your TV, 

washer, dryer, fridge, water heater, etc …?

1. What’s your marginal 

price of electricity?

2. How much energy do 

your appliances use?

High-tech and low-tech 

options to make prices 

more transparent?



Higher prices + information = conservation

Source: Jessoe and Rapson, “Knowledge is (Less) Power: Experimental

Evidence from Residential Energy Use,” American Economic Review, Volume

104 (4): 1417-1438, April 2014.



Conclusions

 Carbon pricing leads to lowest-cost abatement

 Engage consumer behavioral response

 Support empirical economic research

 Dollars

 Data sharing

 Research partnerships (e.g., program evaluation)


