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In many ways, Vermont has been one of the most progressive states in the country in the area of energy policy. Home to the nation’s first windmill, the Smith-Putnam Machine in 1941, the Green Mountain State has long been a leader in the exploration of alternative forms of energy. Although implementation of some of these energy sources never come to fruition due to Vermont’s tradition of carefully scrutinizing any additions to its landscape, the state is continually searching for new ways to produce energy for its residents. Its innovative approach can be seen in the “Climate Change Action Plan” (http://www.vermont.gov) of its Republican Governor Jim Douglas and in the “2004 Vermont Comprehensive Energy and Electrical Plan” (http://www.state.vt.us/psd) produced by the Vermont Department of Public Service.

Unfortunately, the state’s approach to adding new forms of power to its overall energy portfolio hasn’t always been done in a way that benefits as many sectors of society as it could. Rather than looking at energy in an integrated way that takes into account the many ways it could benefit all sectors of the economy, Vermont has taken more of a piecemeal approach to its energy policy. With many energy analysts predicting that America will be powered by multiple energy sources in the future, Vermont’s policy may sound ahead of its time. Sir John Houghton, former chairman of the Scientific Assessment for the Intergovernmental Panel on Climate Change and the UK's most eminent climate scientist, according to The Guardian (http://www.guardian.co.uk/guardian) says that in the short term (2050) there will be a “need to develop many new sources of energy especially renewables as strongly as possible.”

Although Vermont’s overall energy policy may appear in line with this national diversification theory, which may or may not be the future of energy policy in America, it’s actually costing residents money due to its lack of integration with all the economic players. Effective state energy policy must be an integrated approach which examines all sectors of the economy and creates policy through the following sectors: Agriculture; transportation; housing; economic development; natural resources; and energy.

The State Planning and Policy Office   

The only feasible way to effectively address all of these areas is to create a State Planning and Policy Office within the Governor’s Office, similar to the one Vermont had in the 1970s, and to the offices already in existence in most other New England states. Under my plan, this office would analyze the entire state economy using an Input-Output Analysis similar to the one developed by Wassily Leontief who was awarded the 1973 Nobel Prize in Economics for developing this method of economic analysis (http://www.nobel.se/economics/ laureates/1973/leontief-autobio.html). The main goal of the planning and policy office would be to determine inter-sector impacts, so that there could be integrated legislation drafted and/or executive orders. This sort of analysis will reveal which sectors have the greatest impact on energy consumption and where efficiency regulation or tax incentives will have the most impact.

 Ideally, this office would be linked to various relevant organizations such as the Environmental Economics group in the UVM School of Environment and Natural Resources for assistance in analysis, and with the UVM Extension System to create an effective Energy Extension Service whereby households, small business, and agriculture could get technical assistance for small-scale energy efficiency and generation projects. Low-income loans and/or tax deductions would be implemented to help finance such development. These connections are important not only to meet the need for integrated analysis, but also to create buy-in within the state, as well as spur coordinated inter-agency planning. Cooperative work between UVM, state government, and the business community (industry), is critical to the success of this plan. Another critical component to the success of the planning and policy office would be to spur programs which target the economic sectors that would most impact the reduction of energy consumption and that would generate low-tech, on-site energy to be used within the state.

The Sectors


Energy policy touches on almost every facet of the economy. In order for each of these sectors to realize maximum benefit from an integrated statewide energy plan, a wholistic plan must be developed based on the needs of each area. Starting with the area of agriculture, I would make the following proposals to help spur the above-mentioned areas of Vermont economy.


      Although agriculture has taken on a decreasingly important role in Vermont over the past many decades, it’s still a critical part of the state’s economy and overall image as a beautiful rural state with farms and cows lining the countryside. Therefore, I would stress on-site energy production such as wind, solar and biogas and the use of grass-fed grazing systems using local resources and minimizing import of feeds and fertilizers.  Tax incentives would be used to spur these recommendations.


In the area of transportation, where federal policy has done little to nothing to spur gas conservation, I would push for higher registration fees and tax rates for SUV’s and other low gas mileage vehicles based on EPA mileage. Drivers of alternative fuel vehicles such as hybrids would receive tax breaks and have lower registration fees. 


As for housing, the new office would encourage insulation and efficiency standards via zoning and Act 250 housing development permits. This section of the plan would also have efficiency standards for appliances, and heating and cooling systems. 


Economic development could well be the most critical area that the planning and policy office would address in terms of its overall impact on jobs. Proposals in this area would focus on tax incentives for efficient industry; keeping energy production in state by way of small-scale, on-site projects and joint ownership by the State of Vermont to prevent the export of green energy; and the encouragement of locating shopping areas close to existing populations to reduce travel and spur local development.

Just like the international summits on reducing carbon dioxide emissions, the leaders of each of the areas mentioned above would undoubtedly battle to protect their own turf and make sure they got the best deal possible within the overall plan. But by letting all the players have a say in the planning process via the new office, an amicable agreement could be reached that is beneficial for all the players.   
 

Leontief’s Input-Output Analysis as a Road Map


Any major energy plan that touches so many different areas needs a mechanism for implementation. Under my scenario, the proposed planning and policy office would use Leontief’s Input-Output Analysis model as its guiding force. Considered an important branch of economics that uses linear algebra to model interdependence of industries, Leontief’s analysis is used to model industrial sectors in national economies, or different units of production within a large corporation. Every national government and corporation, as well as most state and local governments, use this kind of modeling. (http://www.cepa.newschool.edu/het/profiles/leontief.htm). In short, this form of analysis goes against the “partial analysis” models used by some corporations and governments, including the State of Vermont in its implementation of a non-integrated energy plan. 


Unknowingly, Leontief own description of his famous analysis model best describes why it would be the best choice for Vermont to use in its development of its future energy policy.


“Having come to the conclusion that so-called partial analysis cannot provide a sufficiently broad basis for fundamental understanding of the structure and operation of economic systems, I set out in 1931 to formulate general equilibrium theory capable of empirical implementation.” (http://www.cepa.newschool.edu/het/profiles/leontief.htm).    
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