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The Economic Impacts of Repealing Indiana’s Energy Efficiency
Resource Standard: Lost Jobs and Higher Electric Bills
Commissioned by Citizens Action Coalition of Indiana, Applied Economics Clinic (AEC) compared energy efficiency
savings, saved energy costs and job impacts since the repeal of Indiana’s energy efficiency resource standard (EERS) in
2015 with what would have been achieved had the program not been repealed. We find that:
1) Had Indiana’s EERS not been repealed, Indiana utilities would have saved an additional 136 GWh on average
over the 2015 to 2019 period;
2) Ratepayers would have saved millions of dollars—from $16 million in 2015 to $44 million in 2019; and
3) During the program’s lifetime from 2012 to 2014, Indiana’s EERS directly created 19,000 jobs, a number that has
declined dramatically since its repeal.
This policy brief serves as a companion to another AEC policy brief, entitled The Performance of Indiana Utilities’
Energy Efficiency Programs, that compares utility sales, energy efficiency savings and program costs over the period
2012 to 2019 across Indiana’s five investor-owned electric utilities.

Missed Opportunities for Energy
Savings, Cost Savings and Job
Creation
Following the repeal of Indiana’s Energy Efficiency
Resource Standard (EERS), Indiana’s utilities saved less
energy than they had been saving prior to the repeal.
The repeal resulted in higher costs and fewer new jobs
for Indiana residents.

Electric energy efficiency in Indiana
In December 2009, the Indiana Utility Regulatory
Commission passed an EERS that required the state’s
electric utilities to achieve an annual energy savings goal of
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2 percent of weather-normalized average electric sales
within ten years (by 2019). Utilities were also required to
offer five core energy efficiency programs for delivery by a
statewide independent administrator, as well as joint or
utility-specific program delivery offerings to meet the
annual energy savings goal in the order. Indiana officially
launched its statewide energy efficiency program in January
2012 providing residential home energy assessments,
residential lighting, commercial and industrial prescriptive
rebates, residential low-income weatherization, and energy
efficient school programs. However, Indiana’s EERS and
statewide program were short-lived. The EERS was
repealed and statewide delivery of energy efficiency
programs was halted in March 2014 through the passage of
Senate Enrolled Act 340 (SEA 340), an action that made
Indiana the first state in the nation to roll back its energy
savings goals. In May 2014, Senate Enrolled Act 412 (SEA
412) was passed, intended as replacement legislation. SEA
412 still required utilities to draft energy efficiency plans,
but allowed utilities to set their own energy savings goals
and design their own programs.
In addition, both SEA 340 and SEA 412 allowed customers
using more than 1 megawatt (MW) to opt out of
participating or paying into the energy efficiency programs.
This was based on the rationale that larger customers are
already pursuing these savings on their own and do not
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need utility-sponsored energy efficiency program support.
However, no monitoring mechanisms were established that
would allow tracking of the energy efficiency savings of optout customers.
For a more detailed history of Indiana’s energy efficiency
legislation, please refer to our companion policy brief, The
Performance of Indiana Utilities’ Energy Efficiency
Programs.

Energy savings have fallen
In this brief, “missed savings” means the energy savings
that would have been achieved if the EERS had
remained in place (and no customers were allowed to
“opt out”) minus the actual energy savings that
occurred since the repeal of the EERS and the
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introduction of the ability to “opt out”. Figure 1 (below)
shows the actual savings achieved in shades of blue
while “missed savings” that would have been achieved
had the EERS not been repealed and had customers not
been allowed to “opt out” are shown in red.
Since the repeal of Indiana’s EERS and the option for
customers larger than 1 MW to opt out, Indiana’s five
investor-owned electric utilities have not achieved
energy savings that reach the level previously mandated
under the EERS.1 In terms of total gigawatt-hour (GWh)
savings, the utility that “missed” out on the smallest
amount of savings between 2015 and 2019 was the
smallest investor-owned electric utility, Vectren, with
an average of 40 GWh each year, while the largest,
Duke, “missed” the largest amount of savings with an
average of 280 GWh per year.

Figure 1. “Missed” energy efficiency savings from 2015-2019
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Between 2015 and 2019, Indiana utilities’ “missed
savings” totaled an average of 136 GWh per year,
growing from 72 GWh in 2015 to 229 GWh in 2019.

Cost impacts of “missed savings”
Estimating the cost of energy efficiency programs
entails taking into account the administrative and
program costs for a utility to run the programs, as well
as the benefits of avoiding the costs of generation that
is no longer needed because the demand for electricity
is lower. (Energy efficiency program cost accounting
often includes some costs paid by the household or
business to buy and install the efficiency measures.
Those “participant” costs are not included in the
discussion and analysis here.) Avoided costs due to
decreased demand include avoided fuel costs, avoided
operations and maintenance costs at existing power
plants, and eliminating the need to build new power
plants or transmission lines.
The net cost effect of energy savings can be either
positive or negative, depending on the relative size of
energy efficiency program costs versus avoided costs.
Program costs are passed onto customers through a
charge on their electric bill. Cost savings (or avoided
costs) are passed onto efficiency participants through
lower usage at participants’ own homes and businesses,
as well as to all customers through the avoided costs
from not needing as much generation and capacity.
To calculate the net cost to consumers of the “missed
savings” represented in Figure 1 (what we refer to as
the “cost of missed savings”), we subtract the avoided
costs of energy efficiency measures from the energy
efficiency program cost and multiply that value by the
“missed savings” in kWh. Our data sources were as
follows:
Program costs: All five investor-owned utilities report
their annual energy efficiency program costs, which we
gathered from a combination of self-reported utility
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scorecards, settlements, and filed energy efficiency and
demand-side management plans.
Avoided costs: Only NIPSCO publicly reports the annual
avoided costs that result from implementing energy
efficiency programs (see Table 1 below). We used
NIPSCO’s dollars per kWh as a proxy for avoided costs
for all five utilities.
Table 1. NIPSCO avoided cost data

“Missed Savings”: In their annual scorecards, energy
efficiency and demand-side management plans, and
settlements, all five investor-owned utilities publish
their annual energy efficiency savings. The savings
mandated under the EERS were given as an incremental
percentage of each utility’s weather-normalized
average electric sales. Since sales data for all five
utilities is available through Federal Energy Regulatory
Commission (FERC) filings and/or in the utilities’
Integrated Resource Plans (IRPs), we were able to
calculate the difference between the energy savings
achieved, and those that would have been achieved had
each utility met its mandated amount of energy savings
under the now-repealed EERS.
For all utilities in all years, we found negative net costs
(that is, program costs were smaller than avoided
costs). In other words, every kWh of energy efficiency
saved money for consumers. Figure 2 shows each
utility’s “cost of missed savings”, which is the negative
net costs multiplied by the “missed savings.”
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In 2015, Indiana’s investor owned electric utility
customers missed out on total savings of $16.2 million,
a figure which grew every year to reach $44.3 million in
2019. Customers of Duke, the largest electric utility in
Indiana, missed out on the greatest savings amounting

to approximately $54 million over the 2015
period. Even customers of Vectren, the
investor owned electric utility, missed
approximately $7 million in energy

to 2019
smallest
out on
savings.

Figure 2. Cost of “missed” energy efficiency savings

Job impacts
repeal

of

Indiana’s

EERS

Recent independent studies, which were overseen by
the utilities and several consumer parties, have shown
that Indiana’s EERS and statewide program delivery
resulted in the creation of 19,000 jobs and that, since its
repeal, job creation has decreased dramatically.
In 2015, the Indiana Statewide Core Program Evaluation
Team released an EERS evaluation report that
presented the impacts of Indiana’s EERS and statewide
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program delivery as of 2014—the final year of its
existence. It found that from 2012 to 2014, Indiana’s
EERS resulted in 11 million megawatt hours of energy
savings across the state and the creation of 19,000 jobs
(in job years, which means the net number of jobs
created in that year). The report also found that the
program was a good investment—for every 1 dollar
spent, ratepayers saved nearly 3 dollars. The report
also found that the program increased the demand for
energy efficient products, which also helped boost
employment in the state, including in the
manufacturing sector.

Page | 4

POLICY BRIEF
Bryndis Woods and Nina Schlegel

July 2018

The Midwest Energy Efficiency Alliance (MEEA) released
a 2016 report on the economic impacts of energy
efficiency investments in Indiana and found that the
1,039 jobs (in job years) created in 2015 was a 37
percent decrease from the 1,662 jobs (again, in job
years) in 2014. The report also found that the utilities’
2015 energy efficiency programs will create 3,726 jobs
in the 2016 to 2039 period, a decrease of 19 percent
from the 2014 plans.

According to Clean Jobs Midwest’s 2017 report,
between 2015 and 2016, the state only added 1,785
energy efficiency jobs. The report estimates that there
are approximately 38,000 total energy efficiency jobs in
Indiana which account for over 80 percent of the state’s
total clean energy employment.

Notes

Indiana Michigan Power (I&M) Scorecards. 2012-2016. Indiana
Utility Regulatory Commission (IURC) Cause No. 44841. Response to
CAC Data Request 1-29.

1

With the exception of IPL in 2016.
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