ChamberRoundtable

Energy and Economics

Indiana Vision 2025 Plan Offers Priorities
By Charlee Beasor

B

uzzing. Humming. Purring. Whirring. Pulsating.
Energy: it’s a silent symphony; softly vibrating around us every day. We don’t
really notice it at times, taking heed of its absence more than its presence. And
while it seems simple – flip a light switch and the room is illuminated; dial a
phone and have a conversation – it’s multifaceted, with economic, political and
environmental implications.
As part of the Indiana Vision 2025 long-range economic development plan for the state, the
Indiana Chamber of Commerce has identified six goals under the “Superior Infrastructure”
driver. Half of the six are related to energy with the ultimate mission being to maintain Indiana’s
adequate, reliable and affordable energy supply.
Discussing those goals with BizVoice® and the state’s overall energy picture are:
Our Participants:
Ron Christian – executive vice president of electricity and natural gas utility Vectren
Vince Griffin – vice president of energy and environmental affairs for the Indiana Chamber
Mark Maassel – president and CEO of the Northwest Indiana Forum regional economic
development organization
Charlie Smith – president and CEO of oil exploration, production, refining and
marketing company CountryMark

Diversified energy – recipe for success?
You can’t talk about Indiana energy without focusing on coal (much more on that later).
Indiana Vision 2025 highlights the need for a diverse energy mix of clean coal, nuclear power and
renewable resources – particularly in the face of numerous regulations from the federal
Environmental Protection Agency (EPA).
For Maassel, one-time president of the Northern Indiana Public Service Company, diversification
just makes sense. Energy sources include wind, geothermal, nuclear, biodiesel, ethanol, shale and
natural gas, solar, petroleum and more. And while nuclear power might be
too expensive for Indiana to invest in presently, it is still a national player.
Superior Infrastructure: Key Goals
“I’ve got to admit a diversified portfolio is one of those things
• Create and implement a plan to position Indiana
that I think there’s a fairly large agreement around what it means at
as a net exporter of energy.
the high and the wide levels. … I think there is an agreement that, at
• Diversify Indiana’s energy mix with an emphasis
a national level, nuclear certainly plays a part in our mix going
on clean coal, nuclear power and renewables.
forward, as do all of the other resources we touched on.”
Smith emphasizes the need to decide which technologies are
• Identify and implement workable energy conservation
around
for good – and which ones are a flash in the pan.
strategies.
“When I think about diversification, one of the things that I can’t
• Develop and implement a strategic water resource
help but wonder is that we have theories that say certain kinds of
plan that ensures adequate fresh water for citizens
energies are better than others, and for the last five years we’ve
and business.
gotten the opportunity to pursue those ideas … and they’re kind of
• Develop and implement new fiscal systems to
gems in our eye right now,” he indicates.
support the array of infrastructure projects critical
“I wonder: ‘How do these industries and technologies mature
to economic growth.
over time?’ And we start to come to understand the positive aspects
of a given energy source and the negative impacts. And we decided
• Aggressively build out the state’s advanced
to have to learn to live with those negatives. I don’t know where this
telecommunications networks.
sorts out long term. Pick your favorite technology; it’s wonderful until
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you live with it for a while, and then you start to realize
nothing is as good or as bad as you thought it was.”

Don’t get blown away
Despite more wind turbines popping up around the state
(particularly in the northwest), the power generated isn’t going
to replace coal. It could be a possible supplemental energy source,
but there are a few unique obstacles to harnessing the wind.
“(Wind) is certainly a limited resource in the sense that
there’s only so much land that’s available (for wind turbines)
and there’s only so many years that you have fairly good wind
patterns,” Maassel comments.
“I think at the end of the day, the challenge with wind is and
continues to be the fact that it’s so
intermittent, and how do you meet
the needs of individuals and
businesses that want electricity on a
consistent basis with a generating
resource that varies wildly and, in
particular, is not available, at least
not in large quantities, when really
needed? So the real issue with wind
and solar and a number of the
renewables tends to be that intermittent
nature of generation.”
Partially solving the issue of wind
infrequency is natural gas – which backs
up the wind turbines when the winds die down to continue
generating power. Shale gas (natural gas formed between shale
formations) has become an interesting player in the natural gas
game, but the economics of it are also in question.
“I understand natural gas last week or two weeks ago (in
May) went under $2, and a lot of those drillers in Pennsylvania
are saying: ‘We can’t afford to put a drill in the ground for less
than – fill in the blank.’ And I can tell you it’s not $2; it’s probably
not $3 or $4. It’s got to get up there. Shale gas, like all energy
resources, will be driven by the economics,” Griffin explains.

To subsidize, or not to subsidize
Energy has a number of layers involved – and, like an
onion, sorting through and pulling back those layers can
proverbially leave you in tears. The federal government makes
up several of those layers through subsidies, EPA regulations,
restrictions on nuclear power and much more.
“We’ve long had a position here at the Indiana Chamber
that we support incentives to get some legs underneath some
of these technologies. We do not support long-term subsidies,”
Griffin contends. “We don’t have a number behind the word
‘long-term,’ but at what point do you cut the cord and say:
‘Okay, you’re on your own.’ ”
Smith follows up, “I’m just fascinated that the notion of
when you subsidize things, you subsidize them at the infancy
stage, the raw technology stage. Do you decide that once it
becomes somewhat commercialized, it’s got to be on its own?
These subsidies drive all kinds of behaviors that reach deep
into our economy and unwinding them is tough. It is real
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tough because it distorts markets.”
Christian offers that, “A perfect world would have a rational,
coordinated federal policy that would take into account some
component that would include subsidizing technology
developments … that would be married up with a rational
policy on environmental regulation of existing generation.
“Unfortunately though, it seems like it’s so disjointed, and
it’s really more who happens to be in power at the time and
who’s the most effective in terms of lobbying the government
on which policy.”

Putting the ‘no coal’ cart before the horse
More than 95% of the state’s electricity comes from coal
and there are hundreds of years of it underground in Indiana.
Close at hand and financially viable to turn into energy, it’s a
true natural resource for
Hoosiers.
“Pick your favorite
But there’s also a war
technology; it’s wonderful
being waged against it by the
until you live with it for
federal government and the
a while, and then you
EPA. Air rules and regulations
start to realize nothing is
have a deep effect on coal-fired
as good or as bad as you plants, sometimes rendering
them out of operation due
thought it was.”
to the cost burden.
Charlie Smith
The reality of living
CountryMark
with cheap electric rates is
about to come crashing down, Christian concludes.
“I hate to be a downer, but the reality is we have had really
cheap electric rates in this country and in this state, and I think
that we’re going to move from being one of the really cheap
states to hopefully staying in the median. And I think that’s just
where we are because of our heavy dependence on coal and the
associated cost with compliance with the air rules,” he concedes.
The panel recognizes that the “E” in EPA doesn’t stand for
“economics.” Regulations initiated with the goal of protecting
the environment have done so in many cases, Christian asserts.
“For any of us to try and say
that the environmental regulations
have not been a great benefit, I think,
would be a little ludicrous,” he
acknowledges. “That keys up the

“Exporting energy, in
my mind, is more about
looking at economic
development, economic
growth and jobs. … And
if the target of being a net exporter is
to create economic development and
jobs, then that to me makes an awful
lot of sense.”

Mark Maassel
Northwest Indiana Forum
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next question, the one that I’m not sure is being effaced effectively, and that becomes, once again,
the economics. Have we reached the point that we have imposed so many standards and so
many restrictions on major central units, like generating stations, that the additional investment
to reduce the next tiniest little bit of pollution becomes almost unbearable to the economy?”
For Griffin, using environmental regulations to sweep the legs out
from under coal is a big mistake.
“All of this is pointing in the direction of nailing the lid down on
the coal coffin pretty tight while almost half of our electric power energy
“All of this is pointing
in the United States comes from coal. And I don’t know if anybody’s
in the direction of
held that picture up in front of the President and said: I don’t know if
you really want to do this, and how smart this is…,” he laments.
nailing the lid down
Christian is concerned with the economic impacts on local
on the coal coffin
communities when power plants – and the jobs that go with them –
pretty tight while
are regulated out of existence.
almost half of our
“You’ll have members of Congress whose districts are going to be
ravaged when power plants do close (since those facilities may be the
electric power energy
vast majority of a community’s property tax base) and you’re going to lose hundreds
in the United States comes
of jobs. And I think people will get more ratcheted up over that,” he expresses.
from coal. And I don’t know if
Maassel has seen that firsthand in the city of Hammond: “There’s a major
anybody’s held that picture up
coal fire plant that shut down about a month ago, and that involves a loss of
in front of the President …”
hundreds of jobs, good, high-paying jobs. It was several hundred million
dollars’ worth of property tax base.”
Vince Griffin
The kicker for Smith is how clean our environment actually is, much cleaner
Indiana Chamber
than what previous generations experienced.
“I think we do a great disservice when we’re not honest with ourselves as to how clean things
really are. And that doesn’t mean that there aren’t some bad actors, and that doesn’t mean there
aren’t more things we can do,” he declares.
“This tends to be driven by philosophy, I’m afraid, and who politicians think has disposable
income to throw at the problem, whether it makes economic sense or not. And the EPA does not
consider economics. They just don’t, and they’ll just tell you that it doesn’t matter to them.”

Exporting energy and economic success
Creating and implementing a plan to position Indiana as a net exporter of energy is one of
the Indiana Vision 2025 energy goals. While Indiana has historically been in that position because
of its huge coal resources and efficient coal-fired power plants, that status is being challenged by
the impending federal regulations.
Maassel brings it back to the overall focus of Indiana Vision 2025: provide direction, leadership
and a long-range economic development strategy for the state to ensure the prosperity of Hoosiers.
“Exporting energy, in my mind, is more about looking at economic development, economic
growth and jobs,” he asserts. “The investment in the jobs in having a power plant, the investment
of jobs in coal mines; those are the kinds of opportunities that truly exist. And if the target of being
a net exporter is to create economic development and jobs, then that to me makes an awful lot of sense.”
Smith agrees. “When I think of exporting energy though …
we can export coal, we can export electrons, we can export ethanol
“Have we reached the
or we can export cars that we made out of Indiana’s low-cost energy
point that we have
supply. And that’s in the broader context of this plan, anything
imposed so many
that we can do to keep our energy prices globally competitive. We
standards and so many can export that energy, either in its raw form or its finished form.”

restrictions … that the
additional investment
to reduce the next tiniest little bit of
pollution becomes almost
unbearable to the economy?”

Ron Christian
Vectren
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It starts at home
While putting all of the blame or responsibility on the shoulders
of the federal government isn’t smart or practical, the panel agrees
that energy is a national issue for the most part. But that doesn’t
mean that the state should take a back seat to the process.
Governor Mitch Daniels instituted a plan in 2006 – the
Homegrown Energy Plan – that saw some success, Griffin says.
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But with a new administration coming to into play in 2013,
there will be an opportunity for the public sector to step up
and assist with sound energy strategy and policy.
“Going forward, this is going to be more of a question of
what will the new governor be looking at for Indiana’s energy
direction, because this is going to be absolutely critical,” he affirms.
“Energy and energy cost in Indiana is going to be huge as to
where we are because we’re not just competing with Michigan
and Illinois and North Carolina. We’re competing with China,
which has a totally different look at energy.”
Smith points to politics as something to watch out for – as
“energy doesn’t play by geopolitical boundaries.”
“I think a well-thought-out state plan has to recognize that it’s
hard to impose artificial constraints on a state basis because energy
wants to go across the border pretty readily,” he acknowledges.

Back to the future
Each of the panelists has a different opinion – coming from
varying backgrounds – on the future of energy in Indiana.
“From my perspective, anything the government tries to
do to increase the regulatory imprint on our company is very
concerning. We – in the refining industry – we compete with
refineries all around the country … it’s a global commodity.
And the government typically is not here to help,” Smith insists.
Christian offers his perspective on the state role.
“I think we’ve had a good experience in this state over the past
several years under the current administration with respect to
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energy regulation. I think the key will be whoever our next governor
is, is for that person to continue the momentum in terms of
preserving and promoting an environment that, from a regulatory
perspective, is constructive toward enabling companies to be
positioned to reliably provide service, but obviously at the same
time not hobble customers by prices that are prohibitively high.”
Griffin emphasizes that it comes back to economics.
“Indiana has been blessed with adequate, reliable and
affordable electric power rates for decades. But I think what I
hear everybody saying is the economics of this are going to be
changed, and we need to do what we can, starting with the new
governor, to make sure that we maintain that economic advantage.”
You can’t will something into existence, remarks Maassel.
Work will have to be done to accomplish these goals. But, he
says, Indiana is blessed with a rich amount of talent and resources.
“What I’m excited about and what I’m optimistic about is
the fact that the efforts are underway to (help people understand
the economics of what’s being done). But again, we have a
whole lot of work to make sure that happens. It isn’t going to
happen just because we think it should,” he declares.
INFORMATION LINK

Resources: Ron Christian, Vectren, at www.vectren.com
Vince Griffin, Indiana Chamber, at www.indianachamber.com
Mark Maassel, Northwest Indiana Forum, at www.nwiforum.org
Charlie Smith, CountryMark, at www.countrymark.com
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