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Michigan is three years away 
from concluding its first renew-

able energy standard and is already 
considering amending the state 
constitution to incorporate a second 
mandate for 2025. On the Michigan 
ballot this month is Proposal 3, 
which would constitutionally require 
all electricity suppliers to provide 
25 percent of their electricity from 
renewable sources by 2025. 

Though supporters promise that 
the proposal will generate more 
alternative energy and create jobs, 
the real impact of renewable energy 
mandates is higher energy costs, a 
slower economy, and less innovation.

Proposal 3. The Clean, 
Renewable and Efficient Energy Act 
of 2008 required that 10 percent of 
Michigan’s electricity must come 
from renewable energy sources or a 
combination of energy efficiency and 
advanced clean technology credits by 

2015.1 It also set graduated price caps 
meant to protect consumers from 
the cost of compliance for utilities. 

Proposal 3, or “25 x 25,” would 
constitutionally require utilities to 
sell 25 percent of their electricity 
from wind, solar, biomass, or hydro-
power by 2025 without raising their 
rates by more than 1 percent annu-
ally. The mandate does not reward 
energy efficiency or other forms of 
electricity beyond wind, solar, bio-
mass, and hydropower. The only elas-
tic in the proposal is the possibility 
of target date extensions granted to 
companies in order to keep consum-
ers’ rate increases at no more than 1 
percent per year.

The mandate cannot deliver on 
what its supporters promise: ener-
gy security and healthier air from 
cleaner electricity at little extra cost. 
What it will deliver is the same result 
as the 2008 mandate—but on a bigger 
magnitude and at a faster pace.

Higher Energy Costs. Price 
caps do not work, and one need look 
no further than Michigan for proof. 
Electricity prices are rising under 
the current 10 percent mandate and 
have been consistently above the 
national average and the highest 
in the Midwest. This is despite the 
mandate’s price caps, which per-
tain only to the costs attributable 

to compliance with the mandate.2 
However, total cost is not so easily 
traceable: Incorporating intermit-
tent energy makes power plants less 
efficient and therefore more expen-
sive overall to run.3 

Consumers Energy and DTE, 
Michigan’s two biggest utilities, and 
Michigan State University estimate 
the total cost of compliance with a 25 
percent mandate to be between $10 
billion and $12 billion.4 Arguing that 
a price cap will isolate compliance 
costs from consumers ignores the 
fact that costs must be borne some-
where, whether by utilities, consum-
ers, or the government.

Squelching Job Growth. It is 
misleading to call the mandate’s 
expense an investment that will 
pay returns in the form of more 
Michigan jobs. Mandating that 25 
percent of Michigan’s electricity 
come from renewables will not cre-
ate more jobs—new wind and solar 
jobs certainly, but not more overall. 
While the government creates jobs in 
one area, it is shifting or killing jobs 
in others.5

Nearly every service and prod-
uct depends on electricity, so when 
prices go up, they affect the entire 
economy. Though the net economic 
impacts differ in magnitude, the 
direction is clear: Mandating specific 
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energy sources rather than intro-
ducing efficiency slows the economy. 
Electricity prices go up, incomes and 
employment go down, and the effects 
of a mandate escalate as the mile-
stones built into the mandate become 
steeper.6 As it is, Michigan has over 
70 percent of its current mandate to 
accomplish, and yet prices continue 
to climb. Mandating renewable ener-
gy is in effect mandating higher costs 
and market inefficiency.

The converse has been true in 
North Dakota, where a pro-supply 
energy policy has had a positive 
ripple effect throughout the state’s 
economy.7 The U.S. Chamber of 
Commerce calculates that for every 
one of these shale energy jobs cre-
ated, another three in other areas of 
the economy are created.8

Stifling Innovation. The pro-
posed mandate disregards many 
energy sources popularly thought of 
as “renewable” (such as geothermal 

and municipal waste) and ignores 
energy efficiency and other emis-
sions-free means of generation such 
as nuclear energy. Rather than man-
dating cleaner air, Proposal 3 smacks 
of special treatment for wind, solar, 
biomass, and hydropower companies 
and disincentivizes Michiganders to 
pursue emissions-free energy beyond 
what is defined by the mandate.

Michigan’s renewable standard 
also locks these technologies into 
Michigan law and protects them 
from the very competition that 
would lead to lower prices and drive 
these technologies forward. If some 
other energy source not included 
in the renewable standard were to 
emerge, it could possibly drive prices 
down, but the renewable standard 
would artificially keep costs and pric-
es high by effectively keeping this 
new energy source out of the market. 

Harnessing current technolo-
gies to arbitrary mandate timetables 

disincentivizes innovation, essen-
tially allowing inefficient technolo-
gies to have a protected share of the 
market rather than driving them 
toward greater refinement to be com-
petitive in their own right. The result 
is that Michiganders would be stuck 
with obsolete technology that meets 
the mandate rather than cutting-
edge energy technologies that are 
competitive.

State Constitution Not the 
Best Venue. Proposal 3 would 
make Michigan the only state with 
a renewable mandate entrenched in 
its constitution. Considering how 
long it took the Michigan legisla-
ture to write the 2008 legislation for 
the current mandate and its system 
of credits, price caps, and interim 
targets, writing energy policy into 
a constitution is exactly how not to 
deal with the complexity and vola-
tility of both energy and policy. The 
purpose of a constitution is to lay 
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down the foundational principles 
and structures of governing. Policy 
and legislation, on the other hand, 
should remain nimble and respon-
sive to changes.

For example, it was just a few 
years ago that experts were project-
ing natural gas shortages and price 
hikes. Today, because of hydraulic 
fracturing, America is enjoying ever 
cheaper natural gas and is in the 
midst of a jobs-creating energy pro-
duction renaissance. Long before the 
federal government ever took notice, 
states adopted regulations—not 
constitutional amendments—that 
have left people to drill safely and 
profitably. 

In contrast, Proposal 3 would 
implement one of the most restric-
tive renewable energy mandates 

while leaving open a multitude of 
regulatory questions. Government 
cannot anticipate technological 
innovations, and locking people 
into certain technologies that often 
do not make economic sense today, 
much less in 2025, is bad policy 
and an even worse constitutional 
amendment.

The Better Choice. The simplest 
and best answer to these and other 
remaining questions would be to not 
have a mandate at all. By mandating 
certain technologies, renewable or 
otherwise, the government attempts 
to determine for consumers what 
type of energy they will use.

Michigan should instead work 
to increase consumer choice by 
increasing access to Michigan’s 
resources and allowing producers 

and consumers to respond as they 
wish to respond. Competition among 
energy sources and choice are good, 
but mandating the use of certain 
sources favors some at the expense of 
others. 

If renewable energy resources add 
value to Michigan’s energy portfolio 
(or for any other reason are preferred 
by customers), the Michigan govern-
ment would not need to mandate its 
use. The market would respond and 
reflect that desire—so long as it is 
free of government distortions and 
crutches.
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