Introduction

There is now broad scientific consensus that human activity is resulting in the emission of large amounts of gases which amplify the natural heat-retaining characteristics of the Earth’s atmosphere (“greenhouse gases”)
.  The exact extent and effect of the resulting change in climate remain unclear.  However, it is clear at this point that global warming
 has the potential to significantly alter Minnesota’s environment, affecting Minnesotans’ economy and way of life.


While some argue that the economic costs of curtailing emissions outweigh the environmental benefits, others claim the opposite.  Because the bulk of greenhouse emissions can be traced to the use of fossil fuels for energy
, taking major steps to address climate change will require a significant change in the way we use energy.  This, in turn, has the potential to result in significant economic impact – and it is this fact that many opponents to aggressive action focus on.


However, such changes can produce economic opportunities as well as risks.  A recent report by the University of California, for example, found that rather than posing an economic cost, many policies to address global warming had the “potential to help meet [California’s] ambitious [greenhouse gas] reduction objectives, while at the same time stimulating aggregate economic growth by increasing productivity and efficiency.”
  In Minnesota, proponents of renewable energy have pointed to the potential of wind power and biofuels to contribute to increased economic development in the state, particularly in rural areas.


This project seeks to provide an assessment of the relative emissions reduction potential of several possible policy options for Minnesota, as well as outlining some of the potential economic effects of those policies on the state.  Each of the policies represents an area in which advocates have claimed potential benefits both for the state’s economy and with regards to greenhouse gas emissions.


This report is not intended to be authoritative or exhaustive.  Rather, it seeks to provide policy-makers and stakeholders with an idea of the magnitude of the results – both economic and emissions-related – to expect from the specific policies examined, and an indication of the major factors that will determine the success of those policies.


Two policies in each of the transportation and electricity sectors were considered.  These sectors were chosen because the burning of petroleum products for transportation, and coal and other fossil fuels for electric generation, represent the largest sources of anthropogenic carbon dioxide, the primary greenhouse gas.


In each sector, one of the policies examined focused on increasing efficiency, and thereby reducing the energy required to provide the same services, while the other focused on fuel-switching – that is, providing the same amount of energy from sources with fewer greenhouse-gas emissions.


In the electric sector, these policies were:

· Enhancing the Conservation Improvement Program by providing specific energy savings goals;

· A Renewable Electricity Standard, requiring utilities to provide 20% of their electricity from renewable sources by 2020.


In the transportation sector, the policies addressed were:

· The adoption of the vehicle tailpipe carbon dioxide emissions limits embodied in California’s “Pavley” regulations (so named for the state legislator who authored the bill which created them, California AB 1493);

· The state’s current 2% biodiesel requirement, and the possible effects of increasing that requirement to 5%, 10%, or 20%.
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