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The Role of Public Policy In Energy Markets
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• Public policy is important in shaping and/or influencing factors that 
determine energy supply and demand. 

• Policies, in turn, are a function of the times in which they are 
developed.  For instance:

• 1990-2004:  Relatively lower energy prices, high 
capacity/supply availability.

• 2004-2009:  Relatively high energy prices, tight 
capacity/supply constraints.

• 2010:  Depressed prices, depressed demand, uncertainty.

• Conventional wisdom in policy formulation (implicit and explicit) has 
been that markets are not working, or have not worked effectively.

• Last five years has been reflected by a significant degree of policy 
activity to address these perceived market failures.
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Examples of State and Federal Policy Activism
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U.S. Residential Natural Gas Expenditures as a Share of GDP
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Source:  Energy Information Administration, U.S. Department of Energy; and Bureau of Economic Analysis, U.S. 
Department of Commerce.

Residential natural gas expenditures have been increasing by an
annual average of 2.0 percent since 1997, while natural gas usage
per dollar of income has decreased, on average by 3.7 percent.
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U.S. Base Rates as a Share of Total Retail Rates – Electric and Natural Gas
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Base Rates Dominate Fuel Rates Dominate Base Rates Resurgence



Center for Energy Studies

Annual Percent Change in Base Rate versus Fuel Rate – Natural Gas
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Base rates (gas) have increased by as much as 36 percent since 2005,
compared to fuel rates that have decreased by 25 percent.

Base rates = 28.3%
Fuel rates = 88.0%

Base rates = 36.5%
Fuel rates = - 25%
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Real U.S. Gross Domestic Product
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Source:  U.S Bureau of Economic Analysis, U.S. Department of Commerce.

While the real U.S. Gross Domestic Product is increasing, the real
2010 3rd quarter level was still 0.80 percent below its peak in the
4th quarter of 2007.
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U.S. Unemployment and Underutilization Rate
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2006-2007 reserves growth is the largest in over 30 years.  Natural gas 
reserves have been increasing by almost 5 percent since 2000 (except 2004-

2005 tropical season, 2.5 percent)
Proved gas reserves at 245 Tcf, their 
highest level since 1973-1974 (250 

Tcf)



Questions, Comments and Discussion
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www.enrg.lsu.edudismukes@lsu.edu

http://www.enrg.lsu.edu/
mailto:dismukes@lsu.edu
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