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The U.S. Treasury reports that the federal government ran up $870 billion in red ink in the first 
seven months of this fiscal year. That is $70 billion, or 9%, higher than at the same point in fiscal 
2010, which ended up with a record $1.3 trillion deficit.  

America's energy policy is as bad as our fiscal policy. The federal government is focused on 

producing not more energy but less of it, on making costs higher rather than lower, and on 
expanding regulation.  

Start with nuclear power. It's pollution-free and an excellent source of energy. We have 104 

nuclear plants in America today, but only one more is expected to become operative in the next 
few years, the first in two decades.  

As for oil production, our government is limiting it, and over the years domestic drilling has been 
declining. In 1970 the U.S. produced 3.5 billion barrels; by 2010 that figure was down to two 

billion. The federal government has prohibited oil and natural gas drilling on 83% of federally 
owned land and increased the importation of foreign oil. In 1970 only 500 million barrels were 

imported; last year it was 3.3 billion barrels. That means that in 1970 U.S. oil production was 
88% of consumption, and today it is only 37%. 

Drilling for oil in the Gulf of Mexico has been restricted, especially since the explosion of the 

Deepwater Horizon rig last year. The Obama administration first put in place a drilling ban, then 
a virtual moratorium on issuing new Gulf permits. Then with the uproar over high gas prices, 
President Obama announced last week a desire to open up the process to more exploration and 

drilling. But the basic belief of our current administration and the environmental left has been to 
restrict our exploration and extraction of the 163 billion barrels of crude oil that the 

Congressional Research Service says are off our coasts and on our land.  

Take the case of the oil in Alaska: the amount of oil we produce there now has decreased from 
2.0 billion barrels a day in the mid-1980s to about 600 million today. There is more oil off the 
coast of Alaska, but for the last five years the federal government has not given approval for 

drilling in the Beaufort and Chukchi seas. What Mr. Obama said last week may now permit such 



drilling—a bright spot if so. Meanwhile, House Republicans have proposed a bill hopefully 
called the Reverse President Obama's Offshore Moratorium Act.  

As for other energy technology, the National Center for Policy Analysis's Sterling Burnett this 

month published an excellent analysis of America's energy needs and costs (available here). 
Today solar power is close to our fastest-growing renewable energy source. Its production grew 

15.5% in 2009, but it still accounts for less then 0.5% of global electric power output. And it isn't 
cheap: subsidized solar energy costs between $220 and $300 a megawatt hour, compared with 
$110 for electricity nationwide. 

That breaks down to $63.10 a megawatt hour for natural gas, $113.90 for nuclear power, $136.20 
for modern coal- fired plants, and $210.70 for solar photovoltaic power. According to the 
Heritage Foundation the subsidies we pay are $23 per megawatt hour for solar and wind, 

compared with $1.59 for nuclear power, 44 cents for conventional coal, and 25 cents for natural 
gas. We must start becoming competitive, without large subsidies, to reduce the current 

distortion in our energy markets. 

The good news is that it is estimated that there are 50 trillion cubic feet of natural gas 
recoverable from fracking just in the Marcellus shale region of Ohio, West Virginia, 
Pennsylvania and New York. There are concerns about the impact on the environment and 

drinking water, and they need to be addressed, but the natural gas access is important to our 
energy needs. 

We should also end the 45-cent-a-gallon subsidy of ethanol, which yields one-third less energy 

per gallon than gasoline. The cost of ethanol subsidies total about $6 billion per year. Sens. Tom 
Coburn of Oklahoma and Dianne Feinstein of California have introduced a recent bill to do away 
with the subsidies, along with a 2.5% tariff and 54-cent duty on imported ethanol.  

To put it all in the perspective of the environmentalists and the current administration, consider 

the statement of Energy Secretary Steven Chu in The Wall Street Journal: "Somehow we have to 
figure out how to boost the prices of gasoline to the levels in Europe." The current gasoline price 

is about $8.50 a gallon in England and $8.80 in France and Germany.  

Sound and significant energy resources are vitally important to our economy and our people. 
Energy should be reasonably priced, plentiful and be managed by its producing industries. 

Market prices are better than government subsidies and regulation. The government (and the 
green lobby) should get out of the way so that we can develop the new technologies we will need 
over the long term. 
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