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I have been pondering the strategic implications of President Obama’s state of the 
Union when he said, “So tonight, I challenge you to join me in setting a new goal:  By 
2035, 80 percent of America’s electricity will come from clean energy sources.”  As one 
would expect, there have been lots of commentary with some for and some against this 
direction. Well, what does this goal really mean?  The U.S. Energy Information 
Administration’s 2011 Energy Outlook indicates that in 2009, coal provided 45% of the 
electricity generation in this country, and by 2035 is projected to provide about the 
same at 43%.  Oil and other liquids are virtually nothing around 1%.  Natural gas, 
renewables, and nuclear, which the Administration now refers to as “clean energy,” 
represents the rest. Hence, under the 2011 Energy Outlook “clean energy” would be in 
the neighborhood of 56%.  Thus, the President’s goal is really all about reducing 
traditional coal fired power generation by a little over one half its projected 
share to about 20% in the next twenty-five years.  The Administration does 
envision that “clean coal” with carbon dioxide sequestration to be part of the solution. 

Now, in strategy formulation it is always good to have a big hairy audacious goal.  
Reducing traditional coal’s role by over one half over a quarter century is definitely an 
audacious goal.  However, President Obama’s prior goal of producing 25% of 
electricity from renewable sources by 2025 was bigger and hairier. In 2009, 
renewables provided about 10%  of electricity generation with hydroelectricity 
representing around 7%.  The 2011 Energy Outlook forecast renewables climbing to 
14% in 2035.  Hydroelectricity isn’t going to grow, so that goal represented solar, wind, 
wave, etc. increasing by multiples of 6 or 7 over a 15 year period.  That sounds like a 
“Sputnik” vision targeted at reducing greenhouse gases.  Strategically, I am for 
pursuing an “insurance policy” that reduces the probabilities of climate change, but 
strategy requires balancing various factors including economics that this renewable 
vision left unattended.  On the other hand, the current 80 percent goal for clean energy 
is so far out that I doubt it resonates with the American public and accountability will be 
non-existent. 

A balanced energy policy framework outlining the short, medium, and longer term goals 
makes sense to me.  In this respect, it is good to see the Administration bringing 
natural gas and nuclear into the equation.  But overall, there are really three 
dimensions to sound energy policy: environmental, security/reliability, and 
affordability.  The focus on electricity generation continues to ignore the short and 
midterm security and affordability challenges in the transportation sector.  My January 
6, 2011 post on What do Houston, Biofuels, and Energy Security have in common? 
addressed this issue from a short and midterm perspective.  Supplying secure and 
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affordable transportation fuels is by far the biggest challenge the country faces over the 
coming decade. 

How did the President solve this problem in his State of the Union?  He said, “With 
more research and incentives, we can break our dependence on oil with biofuels, and 
become the first country to have a million electric vehicles on the road by 2015.  
(Applause.) We need to get behind this innovation.  And to help pay for it, I’m asking 
Congress to eliminate the billions in taxpayer dollars we currently give to oil 
companies.  (Applause.)  I don’t know if — I don’t know if you’ve noticed, but they’re 
doing just fine on their own.  (Laughter.)  So instead of subsidizing yesterday’s energy, 
let’s invest in tomorrow’s.” 

There was plenty of applause and even laughter, but what really holds for the future? 
The 2011 Energy Outlook does have a rapid growth in unconventional new vehicle sales 
to over 40% by 2035. And the forecast is that biofuels increases and rising fuel prices 
that spur domestic energy production will reduce the demand for energy imports.  But 
overall, the forecast for U.S. consumption of liquid fuels is to grow from 18.8 million 
barrels a day to 22 million barrels a day in 2035.  Biofuels takes up much of that growth 
but that still leaves us with the predominant share fed by crude oil, which is an energy 
source not going away anytime soon. Thus, how do we address this security and 
affordability challenge for transportation fuels?  Well, obviously, increase taxes on the 
energy industry here in the United States so that they go elsewhere to find and produce 
oil.  Somehow, this doesn’t meet the test of a balanced energy policy 
addressing environmental, security, and affordability over the short, medium, 
and long term. 

There will be a lot less laughter if gasoline prices rise to $5 per gallon over the next 
several years.  The American public doesn’t like high gasoline prices and may 
well see this 80% “clean energy” goal way out in the future as a niche play 
with “smoke and mirrors” for the short and medium term. Creating a thoughtful 
comprehensive energy policy needs the knowledgeable input from those in the energy 
business.  I would encourage Energy Secretary Chu to come to Houston where a lot of 
this knowledge exists. 


