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dvocates of wind energy are actively lobbying Congress for a multiyear
extension of the 2.2 cent-per-kilowatt-hour production tax credit.

The Obama administration has made an extension of the tax credit part
of the president’s reelection strategy. During the American Wind Energy
Association’s recent WindPower 2012 convention in Atlanta, Heather
Zichal, deputy assistant to the president on energy and climate issues,
declared that if Congress doesn’t extend the tax credit, “factories will close
and tens of thousands of people will lose their jobs.”
The oil and gas sector has made similar claims about the need to preserve
its tax preferences in order to avoid job losses.1
That brings up an obvious question: Which forms of energy get the biggest subsidies? And perhaps just as important: How effective are those
subsidies, or tax preferences, at creating jobs?
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Some simple calculations, based on recent data from the Congressional
Budget Office, show that the tax preferences given to the wind sector
result in far fewer jobs when compared with the tax preferences given to
the fossil-fuel sector. In addition, if conventional sources of electricity
generation were to receive the same level of taxpayer support as is now
extended to the wind-energy sector, the cost to taxpayers would amount
to tens of billions of dollars per year.

Key Findings:
•
•

Each wind-energy-related job costs taxpayers between nine and 39
times as much as a job created by the oil and gas sector.
If natural gas–fired electricity generators were given the same 2.2
cent-per-kilowatt-hour production tax credit as is now given to the
wind-energy sector, the cost to federal taxpayers would be more than
$22 billion per year.

•

If the big conventional sources of electricity generation—coal, nuclear, and natural gas—were
given the same level of subsidies as wind energy,
the cost to taxpayers would amount to more than
$76 billion per year.  

per job. If all of the 905,000 jobs at service stations
are included, then the per-job cost of tax preferences
in the oil and gas sector drops to $1,190. Therefore,
each oil-and-gas-related job costs taxpayers between
$1,190 and $2,100.

In March, the Congressional Budget Office reported
that energy-related tax preferences for renewableelectricity production totaled $1.4 billion in fiscal year
2011. The vast majority of that money went to the
wind-energy sector, which, in 2011, produced more
than 60 times as much electricity as the solar-energy
sector produced.2 (Note that the $1.4 billion figure
does not include any of the $3.25 billion in tax-free
grants that were given to the wind-energy sector by
the Treasury Department under section 1603 of the
American Recovery and Reinvestment Act between
2009 and 2011.) As for fossil fuels, the CBO reported
that tax preferences extended to the fossil-fuel sector
totaled $2.5 billion in fiscal year 2011.3

Put another way, each wind-energy-related job costs
taxpayers between nine and 39 times as much as a job
created by the oil and gas sector.

How many jobs does the wind-energy sector support?
In a recent press release, AWEA said, “Over 470 new
American factories currently employ 30,000 workers
in the wind energy supply chain from coast-to-coast.”4
Assuming that all of the $1.4 billion in tax preferences
for renewable-electricity production was given to the
wind-energy sector, that works out to about $46,600
per wind-related job. But AWEA also says that the
wind-energy industry “currently supports 75,000
jobs across the country.”5 Using that number results
in a per-job cost of about $18,700. Therefore, it can
be assumed that each wind-energy-related job costs
taxpayers between $18,700 and $46,600.
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Now, compare those figures with the jobs created by
the oil and gas sector.

2

A 2007 report published by the American Petroleum
Institute estimated total direct employment from the
oil and gas sector, not counting service stations, at
1.2 million jobs.6 Using the CBO’s $2.5 billion taxpreference number, that works out to about $2,100
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The wind lobby’s continued push for more subsidies
to preserve jobs points to an obvious conclusion: if
subsidizing wind energy is a good deal, then we should
be subsidizing other forms of energy production as
well. But what would happen if other parts of the
energy business got the same level of subsidies as the
wind sector?
Consider the booming natural gas sector, which,
according to a recent report by the International
Energy Agency, is helping the United States reduce
its carbon dioxide emissions more quickly than any
other country on the planet.7
In 2011, U.S. natural gas production was a record
23 trillion cubic feet.8 According to the Energy Information Administration, 1,000 cubic feet of gas
can produce 100 kilowatt-hours of electricity.9 If
the United States used all of its natural gas output
to generate electricity, it could produce 2.3 trillion
kilowatt-hours.10 Multiply that amount by the 2.2
cents per kilowatt-hour that the wind sector gets, and
the natural gas industry alone would be getting $50.6
billion per year in subsidies.
Of course, that’s not going to happen. Natural gas
is great for producing electricity, but we also use it
for heating, chemical production, and other needs.
Nevertheless, consider what would happen if other
types of electricity generation were to get the same
level of subsidy as wind energy.
In 2011, the United States produced 4.1 trillion
kilowatt-hours of electricity.11 The biggest portion of

that—1.7 trillion kilowatt-hours—came from coal.
At 2.2 cents per kilowatt-hour, that would result in
a subsidy for coal-fired electricity of $37.4 billion
per year. The nuclear sector produced 790 billion
kilowatt-hours of electricity. If it got the same 2.2
cent-per-kilowatt-hour subsidy as the wind-energy
sector, the nuclear-energy sector would be collecting
$17.3 billion per year. Meanwhile, natural gas–fired
generators produced 1 trillion kilowatt-hours of
electricity. At 2.2 cents per kilowatt-hour, that would
result in a bill to federal taxpayers of $22 billion.
Therefore, if the big three sources of domestic electricity generation—coal, natural gas, and nuclear, which
provide 85 percent of all U.S. electricity—got the
same level of subsidy as the wind industry, the cost
to taxpayers would be $76.7 billion per year. That
would amount to an annual bill of about $246 for
every man, woman, and child in the United States.12

Which leads to another point: wind energy is being
undercut by an onslaught of market forces. T. Boone
Pickens, the Dallas-based billionaire who began promoting wind energy back in 2008, says that wind
energy isn’t viable unless natural gas prices are above
$6 per thousand cubic feet.13 Other industry analysts
are saying the same thing. In January, Travis Miller, a
utility analyst at Morningstar Inc., declared that “wind
on its own without incentives is far from economic
unless gas is north of $6.50.”14
That’s a troublesome analysis given that the current spot
price for natural gas at Henry Hub is about $2.20.15 Indeed, those low prices are hampering the construction
of new wind-energy projects because the developers of
those projects are often unable—even with the production tax credit—to find utilities willing to enter into
long-term electricity-purchase agreements.

In a recent interview, AWEA’s chief executive, Denise
Again, there’s no way that federal policymakers would Bode, said that the wind industry doesn’t “need tax
agree to extend those subsidies to such large electricity incentives forever.”16 That’s good. The production
producers. But the numbers expose the scale of the tax credit for wind energy expires on December 31.
subsidies being given to the wind-energy sector.
Congress should let it do so.
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