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Key Facts
•	 The top priority for electricity policy in North 

Carolina is keeping consumers’ costs as low as 
possible. 

•	 Thanks to technological advances in natural gas 
exploration, falling prices for natural gas have 
caused actual reductions in consumer electricity 
rates. 

•	 Gas-fired power plants are far more efficient and 
far less expensive than solar and wind plants.

•	 Gas-fired electricity production is responsible for 
actual lowering of CO2, SO2, and NOx emis-
sions.

Introduction
A May 2016 push poll conducted for an advocacy 
group calling itself “Conservatives for Clean Ener-
gy” included a question that gave respondents the 
opportunity to state their “top priority.” One of the 
options was “Looking for low-cost energy sources 
regardless of environment impact.”1

Such wording implied that a low-cost source of 
electricity could not have a positive environmental 
impact. The implication is false.

Low-Cost Energy: What It Means and 
Why It’s Important
What is a “low-cost” energy source? It 
could mean raw fuel cost, which would 
favor renewables such as solar and 
wind2 as they are “free” when nature 
makes them available. But in the context 
of a poll question, it clearly means “low-
cost” to consumers (respondents).

Cost to consumers is the most important 
consideration.3 In 2015, electricity costs 
to the poorest North Carolina house-
holds (those earning less than $30,000 
per year) averaged 9 percent of their 
after-tax income.4 That is a significant 
monthly expense.

Costs to consumers in North Carolina 
are lower than the regional and nation-
al averages. Since the passage of the 
renewable energy portfolio standard 
(REPS) mandate, however, they have 

been increasing at a much faster rate than the regional and 
national averages (see Chart 1).5

Electricity is not a luxury item, however. It is a basic hu-
man need.

Electricity provision in North Carolina is from a monopoly 
provider. There is no choice in provider. A household is 
dictated its electricity provider. There is no choice in rates 
or source of electricity.

Those things — (1) basic human need, (2) no consumer 
choice allowed, (3) serious budget impact on poor house-
holds — show how important consumer costs are. It is 
critical to keep consumer costs as low as possible. State 
officials from the Utilities Commission to the General 
Assembly to the Governor must always bear that responsi-
bility in mind.6

Low-Cost Natural Gas is Behind a Recent Drop in 
Rates
Since 2015 Duke Energy Progress’s electricity rate has 
fallen, on net. That is according to testimony by Kendall 
Bowman, Duke Energy vice president of regulatory affairs 
and policy, and Sam Watson, general counsel of the Utili-
ties Commission, before a January 5, 2016, meeting of the 

Chart 1. Bigger Rate Increases Are Erasing 
North Carolina’s Low-Rate Advantage
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Joint Legislative Commission on Energy Policy.7

As reported by Carolina Journal: 

Bowman said the typical Duke Energy Prog-
ress customer using 1,000 kilowatt hours of 
power per month would pay $1.59 less when 
all the increases and decreases of fuel costs, 
taxes, and various riders are tabulated. Wat-
son said the decrease was $1.52, going from 
$36.43 to $34.91 per month.

Watson said a decrease in fuel costs, mostly 
in natural gas, resulted in a $5.64 decrease in 
that average customer’s bill.

But the cost of the Renewable Energy Portfolio 
Standards that requires utilities to purchase 
increasing amounts of renewable energy went 
up 34 cents, from 83 cents to $1.17 per month. 
A Demand Side Management/Energy Efficiency 
Rider went up $1.95, from $4.26 to $6.21.8

So clearly natural gas is a low-cost energy source. But 
what sort of environmental impacts does it have?

Natural Gas and The Environment
Environmental impacts include many things. Among 
them are carbon dioxide (CO2) and other emissions, 
impacts on water, and impacts on land and wildlife.

CO2 and Other Emissions
According to the U.S. Energy Information Adminis-
tration (EIA), a federal agency, energy-related CO2 
emissions in the U.S. are down 12 percent since 2005.9 
They are not up; they are down. (see Chart 3 on next 
page)

Why CO2 emissions are down, according to the EIA, 
is “mostly because of changes in the electric power 
sector.” The main reason is the changeover to natural 
gas for electricity production:

Many of the changes in energy-related CO2 
emissions in recent history have occurred in 
the electric power sector because of the de-
creased use of coal and the increased use of 
natural gas for electricity generation. … Over-
all, the fuel-use changes in the power sector 
have accounted for 68% of the total energy-re-
lated CO2 reductions from 2005 to 2015.10

This changeover is helping reduce sulfur dioxide 
(SO2) and nitrogen oxides (NOx) emissions as well, 
according to researchers at the National Oceanic and 
Atmospheric Administration (NOAA). They found 
that the increased use of natural gas for electricity gen-
eration was responsible for the following reductions 
per unit of power produced from 1997 to 2012:

•	 23% lower CO2 emissions 
•	 40% lower SO2 emissions
•	 44% lower NOx emissions11

The European Union in 2012 classified natural gas as 
a green, low-carbon energy source.12

What about other sources? A recent Brookings Insti-
tute study evaluated different energy sources accord-
ing to their effect on reducing CO2 emissions and their 
efficiency. 

Chart 2. Rider Changes to Duke Energy Progress Rates, 2015-16

For Residential Customer Using 1,000 kWh/month.



Spotlight #476: Natural Gas | johnlocke.org 5

The study by economist Charles Frank found that natu-
ral gas offered the least expensive way to reduce carbon 
dioxide emissions in generating electricity.  Not solar or 
wind. Frank found solar and wind to be the most expen-
sive ways to reduce carbon dioxide emissions in gener-
ating electricity.13

Here’s why: solar and wind can produce electricity 
at peak capacity for only a fraction of the time. That 
means their benefit of reducing CO2 emissions only 
occurs a fraction of the time. The rest of the time they 
are imposing huge costs.

Because of their variability and inefficiency, Frank esti-
mated “at least 7.3 solar plants and 4.3 wind plants are 

required to produce the same amount 
of power with the same reliability as a 
coal-fired plant.”  On the other hand, 
new gas-fired and nuclear plants “can 
replace a coal-fired plant on a one-to-
one basis.”14 (see Chart 4) 

Frank found:
“In dollar terms, it takes a $29 million 
investment in solar capacity, and $10 
million in wind capacity, to produce 
the same amount of electricity with 
the same reliability as a $1 million 
investment in gas combined cycle 
capacity.” (see Chart 5)

Chart 5. Different Sources, Different Investment Levels Needed To Achieve The 
Same Amount of Electricity With The Same Amount of Reliability. 

Chart 3. U.S. Energy Related Carbon Dioxide (CO2) Emissions (2005 - 2015)

Chart 4. How Many Power Plants Would It Take?

Estimated number of energy plant by source, required to produce 

the same amount of power with the same relibility as a coal-fires plant.
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Impacts on Water
The main concern about an impact of natural gas on 
water is through exploration for natural gas. It centers 
on the misunderstood process of hydraulic fracturing 
(“fracking”), which is not used for drilling wells.16 

The recent combination of hydraulic fracturing with 
horizontal drilling was a revolutionary technological 
innovation that changed the energy industry.17 It essen-
tially opened up America’s vast resources of oil and 
natural gas, where they had been locked in shale rock 
formations.

Such a transformation has been the subject of fear, 
fascination, and study. Several recent major university 
and government studies tested suspicions of fracking 
causing methane and other contamination of drinking 
water.18 All those studies found fracking did not cause 
contamination of drinking water. They reiterated that 
the process of hydraulic fracturing is intrinsically safe. 
Well construction is the key to safe wells.

Impacts on Land and Wildlife
Because of horizontal drilling, the surface profile of 
a well using hydraulic fracturing is quite small. Gas-
fired electricity plants are not very large and can be 
located close to the populated areas whose electricity 
they help provide. 

Wind and solar plants, by contrast, require enormous 
amounts of land.19 (see Chart 6) Conversion of land 
for wind and solar energy production involves large 
disruptions of natural ecosystems, loss of arable 
cropland, clear-cutting, erosion, and other potential 
impacts.20 Wind and solar plants must also be located 
where the resource can be collected, which requires 
building transmission lines out to them.

Conclusions
•	 Keeping consumers costs as low as possible is the 

number one issue in electricity policy in North 
Carolina.

•	 Natural gas is not only a low-cost source of 
electricity, it has positive environmental impacts. 
Gas-fired electricity production is responsible for 
lowering CO2, SO2, and NOx emissions.

•	 Compared with solar and wind plants, natural gas 
is many times over more efficient and reliable. It 
also uses considerably less land and with much 
less disruption of natural ecosystems than solar 
and wind plants. 

Chart 6. Land Use (in acres) For Comparable 1,000 MW-Equivalent Power Plants, by source
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