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EXECUTIVE SUMMARY
If current federal climate change legislation is enacted, the Montana economy is likely to experience slower 
growth in jobs and income according to a recent study by the Montana Policy Institute and the American 
Council for Capital Formation. Montana’s gross state product, employment, industrial output, state budget 
revenues and household income would fall relative to the baseline forecast. Higher energy costs resulting 
from the Waxman/Markey bill’s mandatory carbon emission reductions, energy efficiency mandates and 
renewable portfolio standards (RPS) passed by the U.S. House of Representatives will impede recovery from 
the current recession and reduce state budget receipts.

Multiple economic analyses show that these federal 
climate bills would increase the price of electricity, 
gasoline and natural gas. As a consequence, 
economic productivity, employment and household 
income would decline. The manufacturing sectors 
would be particularly impacted.
A recent macroeconomic studyiii conducted by the 
American Council for Capital Formation (ACCF) 
and the National Association of Manufacturers 
(NAM) found significant loss in gross domestic 
product (GDP) as a result of enactment of the 
Waxman/Markey bill. The ACCF/NAM study 
found that the Waxman/Markey bill would reduce 
cumulative GDP by as much as $3.1 trillion from 
2012-2030. A loss of this magnitude would, in turn, 
reduce cumulative tax receipts from $670 billion 
to $1 trillion. Largely based on findings from 
the ACCF/NAM analysis, this study focuses on 
Montana and examines in more detail effects on key 
industrial sectors and employment in the state.
Montana’s economy has benefited from growing 
mining and related industries. Over the last decade, 
employment in Montana’s mining sector has 
increased over 68%. Mining, however, is particularly 
vulnerable to adverse impacts from federal climate 
change bills. Montana now derives 63% of its 

Background on the Study

This paper describes recent economic and energy 
trends in Montana and provides details on the impact 
of federal climate bills such as the Waxman/Markey 
bill on the state.
The U.S. Congress is considering far-reaching 
climate change legislation that would impose a 
cap-and-trade system requiring sharp reductions 
in greenhouse gases (GHGs) and mandate high 
levels of energy efficiency and renewable energy. 
The U.S. House of Representatives passed a 1500-
page climate change bill (Waxman/Markey, H.R. 
2454) by seven votes in June 2009. Led by Senators 
John Kerry and Barbara Boxer, the U.S. Senate 
Environment and Public Works Committee passed 
a similar bill in November 2009, the Kerry/Boxer 
bill, S.1733, which has tighter near term emission 
reduction targets than the Waxman/Markey bill.
Both federal bills would require reductions in GHGs 
beginning in 2012. The emission reduction targets 
would require a reduction of as much as 20% below 
2005 levels in 2020 and an 83% reduction in 2050. 

i Senior Vice President and Chief Economist, American Council for Capital Formation.
ii Economist, American Council for Capital Formation
 ACCF Contact Information: 1750 K Street, N.W., Suite 400, Washington, D.C. 20006-2302; telephone: 
202.293.5811; fax: 202.785.8165; e-mail: info@accf.org; website: www.accf.org

iii This analysis was undertaken by ACCF and NAM using NEMS/ACCF-NAM 2, a version of the 
National Energy Modeling System (NEMS) model, the model used by the U.S. Energy Information 
Administration (EIA) for its energy forecasting and policy analysis. ACCF and NAM applied input 
assumptions under two scenarios (high cost and low cost) investigating the sensitivity of assumptions 
that have proven in the past to significantly impact the cost of limiting CO2 emissions from energy.
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electricity from coal, the energy source most at risk 
under mandatory GHG caps. Without commercially 
available, cost-efficient carbon control technology, 
Montana’s electricity prices for a typical household 
could be 61% higher in 2030. 

key FindingS

Economic Impact of Climate Change Legislation
•  If a cap-and-trade climate change bill similar to 

the Waxman/Markey bill (H.R. 2454) or the Kerry/
Boxer bill (S.1733) is enacted, Montana is likely 
to experience a decrease in manufacturing output 
according to a recent macroeconomic analysis of 
H.R. 2454. Overall manufacturing output declines 
by 5.1% in the low cost case and by 5.8% in the 
high cost case in 2030 compared to the baseline 
forecast. (See Figure A) 

• Another important segment of Montana’s 
manufacturing industry, petroleum product 
manufacturing, falls considerably; declining by up 
to 8% in 2030. Coal production falls by 94 to 96%.

• Gross state product declines by $900 million 
to $1.2 billion in 2030. Such reductions in GSP 
will reduce state budget receipts and force 
policymakers to make hard choices.

• Montana will see a reduction in job growth; there 
will be 4,964 to 6,761 fewer jobs in 2030. (See 
Figure B) 

• Disposable income will fall by an average of 
$414 to $764 in 2030. Low-income families and 
the elderly will spend a higher proportion of their 
income on energy.

Figure A. Change in Montana Output by Major Industry
 in 2030 (Percent)
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Economic and Employment Trends
• The Montana economy grew at a lower rate 

in 2008 (1.8%) than in 2007 (3.7%) while the 
U.S. economy grew at a rate of 0.7% in 2008. 
Montana industries had a mixed performance in 
2008. Three industries that grew rapidly in 2008 
were management of companies and enterprises 
(28.8%), mining (11.4%) and professional and 
technical services (9.6%). Overall employment in 
Montana grew at a rate of 1.7% in 2008.

• The positive impact of mining can be seen in the 
breakdown of state employment data by industry. 
In 2008, employment in mining grew by 841 
workers, up 8.3% from 2007 levels. Over the last 
decade, employment in Montana’s mining industry 
increased by 68.4%. For the U.S. as a whole, the 
mining employment increased by only 14.2% in 
2008 and 39.4% over the last decade.  

  Energy Price Trends
• Favorable electricity prices are an important factor 

in a state’s ability to keep existing industries and 
attract new sources of employment. Over the past 
decade, electricity prices for residential, industrial 
and commercial customers in Montana have 
tended to be lower than those for the U.S. as a 
whole. For example, residential electricity prices 
averaged 7.51 cents per kilowatt hour in Montana 
compared to 9.14 cents/kwh in the U.S. and 
industrial prices averaged 4.41 cents/kwh versus 
5.31 cents /kwh for the U.S. during the 1997-2008 
period. Over the same period, natural gas prices 
have tended to be slightly below the U.S. average 
except for industrial customers. 



iv      Montana Policy Institute

 

The MonTana econoMy: 
how will cliMaTe change legislaTion 

iMpacT econoMic and Job growTh?
by

Margo Thorning, Ph.D.1

Pınar Çebi Wilber, Ph.D.2

 
A Joint Project of the Montana Policy Institute

and the
American Council for Capital Formation

Policymakers, private citizens, the business community and the media are  exploring the question of 
how  the Waxman/Markey or the Kerry/Boxer climate change bills being debated in Congress may affect 
Montana’s economic and job growth.  A recent macroeconomic analysis of the Waxman/Markey bill shows 
that in 2030, when the emission reduction targets are tighter  and  emission allowances are no longer being 
given away, Montana’s Gross State Product declines by $900 million to $1.2 billion dollars, manufacturing 
declines by 5.1 to 5.8% and there are between 4,964 and 6,761 fewer jobs in the state. First, this paper 
describes recent economic trend in Montana and second, provides details on the impact of the Waxman/
Markey bill on the state. 

introduction and overview

As the debate over climate change policies continues 
among policymakers at the federal as well as the 
state and local levels, it is important for individuals, 
the business community, government officials and 
the media to understand the potential economic 
impacts on their state. For example, the Waxman/
Markey bill, The American Clean Energy and 
Security Act of 2009 (H.R. 2454) which passed 
in the U.S. House of Representatives in June 
2009, requires large reductions in greenhouse gas 
emissions, renewable portfolio standards for utilities 
and increases in energy efficiency across all sections 
of the economy. 
The Waxman/Markey bill would have far-
reaching impacts on states, including Montana, 
by raising energy prices, accelerating the use of 
renewable energy and pushing for higher levels 
of energy efficiency by households, business and 
government. In the Senate, S. 1733, the Clean 
Energy Jobs and American Power Act, was voted 
out of the Committee on Environment and Public 
Works. The bill is similar to Waxman/Markey 
(H.R. 2454). This paper provides an overview of 

the current Montana economy and describes what 
changes, in terms of employment and income and 
other economic variables, can be expected if H.R. 
2454 or a similar climate change bill is enacted 
by the 111th Congress.  The economic impacts of 
climate policy legislation on Montana described 
here are based, in part, on an earlier analysis of the 
Waxman/Markey bill sponsored by the American 
Council for Capital Formation and the National 
Association of Manufactures (see http://www.accf.
org/publications/126/accf-nam-study for the earlier 
report). 

recent economic trendS in montana 
Economic Growth and Real GDP by Industry
The Montana economy grew at a lower rate in 2008 
(1.8%) than in 2007 (3.7%) while the U.S. economy 
grew at a rate of 0.7% in 2008. Montana industries 
had a mixed performance in 2008. Three industries 
that had more rapid increases were management of 
companies and enterprises (28.8%), mining (11.4%) 
and professional and technical services (9.6%). Two 
industries that had significant declines in output in 
2008 were construction (-10.1%) and transportation 
and warehousing (-6.3%). (See Table 1) 

1 Senior Vice President and Chief Economist, American Council for Capital Formation.
2 Economist, American Council for Capital Formation
 ACCF Contact Information: 1750 K Street, N.W., Suite 400, Washington, D.C. 20006-2302; telephone: 
202.293.5811; fax: 202.785.8165; e-mail: info@accf.org; website: www.accf.org
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Role of Mining and Oil and Gas Industries in 
Montana’s Economy
The Montana economy benefits from its considerable 
natural resources. The state has substantial coal 
production as well as metals and coal is the main 
energy source for electricity generation in the state. 
A 2009 study by Moore Economics, conducted for 
the National Mining Association, quantified the 
mining industry’s contribution to state employment 
and output. (See Table 2) According to the study, 
overall mining activity in 2007 contributed a 
little over $3 billion to Montana’s economy. 
The industry’s total contribution to employment 
(including direct and indirect employment effects) 
was 16,220. Metal mining accounted for more than 
half of the impact, directly or indirectly supporting 
8,280 in employment and $1.9 billion in output.  

Montana is also an important oil producing 
state and is responsible for nearly 2% of total 
U.S. production of crude oil. A 2009 study by 
PricewaterhouseCoopers LLP, conducted for the 
American Petroleum Institute, demonstrated the 
importance of the oil and natural gas industry at 
the national and state levels. The industry directly 
or indirectly supported 7.8 million jobs at the 
national level and 34,210 jobs in Montana in 2007. 
(See Table 3) The industry’s total value-added 
contribution was almost $1 trillion nationally and 
$3.3 billion in Montana for the same year. 

Employment in the State
Overall employment in Montana grew at a rate of 
1.7% in 2008. The positive impact of mining can 
be seen in the breakdown of state employment data 

2
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by industry. In 2008, employment in mining grew 
by 841 workers, up 8.3% from 2007 levels. (See 
Table 4)  Over the last decade, employment in the 
mining industry grew by 68.4%.  In contrast, U.S. 
employment growth for the mining industry was 
only 14.2% in 2008 and 39.4% over the last decade. 

Unemployment Rates in Montana Compared to 
the United States
During the current recession, the Montana economy 
has fared better than the U.S. as a whole. According 
to the National Bureau of Economic Research, 
the current recession began in December 2007. 
Figure 1 shows that the unemployment rate in 
Montana has consistently been below the U.S. 
unemployment rate. Montana’s seasonally adjusted 
unemployment rate has been rising slowly since 
March 2007, reaching to 6.7% in December 
2009. The largest increase was in January 2009, 
when the unemployment rate jumped to 5.6%, 
a 0.6 percentage point increase from 5.0% in 
December 2008.  Over the last 10 years, the average 
unemployment rate in Montana was below the U.S. 
rate (4.4% versus 5%).   

Population Growth in Montana
According to the latest Census estimates, the total 
population of Montana was 967,440 in 2008, while 
the total U.S. population was 304 million. The state’s 
population is projected to increase 8% between 2008 
and 2030. (See Figure 2) U.S. projections show a 
20% increase over the same time period. 

Real Per Capita GDP in Montana
Between 1997 and 2008, Montana’s real per capita 
GDP grew 25% while U.S. real per capita GDP grew 
20%. However, over the past decade, Montana’s real 
per capita GDP has consistently been below the U.S. 
average. (See Figure 3)  In 2008, only Arkansas 
($27,753), West Virginia ($25,533) and Mississippi 
($24,403) had lower per capita GDP than Montana 
($28,170).

3
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The Montana Energy Sector: Prices, Electricity 
Generation and Greenhouse Gas Emissions
Prices
Over the past decade, electricity prices for 
residential, industrial and commercial customers 
in Montana have tended to be lower than those 
for the U.S. as a whole. For example, residential 
electricity prices averaged 7.51 cents per kilowatt 
hour in Montana compared to 9.14 cents/kwh in 
the U.S. over the 1997-2008 period. Industrial and 
commercial electricity prices in Montana were also 
lower that those for the U.S.  Over the same period, 
natural gas prices have tended to be slightly below 
the U.S. average except for industrial customers. 
(See Table 5)  
Montana’s renewable portfolio standard law, enacted 
in April 2005 as part of the Montana Renewable 
Power Production and Rural Economic Development 
Act, mandates 15% of the state’s energy come from 
renewable sources by 2015. Implementing this law 
may raise Montana’s electricity rates. Surveys show 
that states with RPS standards have higher electricity 
prices than those without them. 

Electricity Generation
The majority of electricity generation in Montana 
depends on coal (63%), which is higher than the 
U.S. average (46%). Conventional hydro plants also 
have a major role in state’s electricity production 
(32%).  For the U.S. as a whole the share of hydro 
is 6%. (See Figure 4)  Montana has no nuclear 
electricity generation.

 

Greenhouse Gas Emissions: Montana and the 
United States
Montana’s greenhouse gas emissions (GHGs) are 
projected to increase significantly by 2020 according 
to a report by the Center for Climate Strategies 
(CCS). Relative to 2005 emission levels, gross 
GHGs are projected to rise by 13% by 2020 to 41.7 
million metric tons of CO2 equivalent (MMtCO2e). 
(See Figure 5) The largest increases come from 
transportation, fossil fuel production and electricity 
use in the state. Montana’s gross GHG emissions 
amounted to about 1% of the U.S. total in 2005. 
Over the 1990-2005 period, Montana’s emissions 
rose by about 14% compared to 16% for the 
U.S. Net GHG emissions, which take account of 
carbon sinks from Montana’s forests, land use and 
agricultural changes, will rise by 43% by 2020 to 
16.3 MMtCO2e according to the CCS report. (See 
Figure 6)
Per capita GHG emissions in Montana are projected 
to increase slightly from 40 tons per person in 2010 
to 41 tons in 2020.  In contrast, U.S. per capita 
emissions are projected to decline from 23 tons per 
person in 2010 to 22 tons in 2020. The decline in 
U.S. per capita emissions assumes no additional 
measures such as federal “cap and trade” legislation 
to curb energy use are enacted.  By 2020, Montana’s 
per capita emissions will be 85% higher than the 
average for the U.S. (See Figure 7)
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Federal climate change legiSlation: 
Potential economic imPact on montana 
The Waxman-Markey Bill
 (H.R. 2454)
The Waxman/Markey bill (H.R. 2454) passed the 
U.S. House of Representatives in June 2009.  (A 
similar bill, S. 1733, “The Clean Energy Jobs and 

American Power Act, 
was voted out of the 
Senate Committee on 
Environment and Public 
Works on November 
5, 2009)  The major 
differences between  
S. 1733 and the House 

bill are that  the Senate bill requires sharper emission 
cuts in 2020 than Waxman Markey, provides fewer 
carbon  allowances  to the business sector, allows 
fewer international offsets and does not have a 
renewable portfolio standard (RPS) for utilities. 
(An RPS bill passed earlier this year out of a 
Senate Committee.) The American Council for 
Capital Formation and the National Association 
of Manufacturers had previously analyzed the 
economic impact of the Waxman/ Markey bill on the 
U.S. and on all 50 states, including Montana. (See 
analysis at http://www.accf.org/publications/126/
accf-nam-study.) 

The American Clean Energy and Security Act 
(Waxman/Markey [W/M] bill), H.R. 2454, sets 
targets that would reduce GHG emissions  to 
17%  below 2005 levels by 2020, 42% below 2005 
levels by 2030 and 83% below 2005 levels by 
2050. In addition, the bill sets targets for renewable 
energy, carbon capture and storage, low carbon 
transportation fuels, clean electric vehicles, smart 
grid and electricity transmission. By 2020, utilities 
must use renewable energy and energy efficiency 
savings to satisfy 20% of their total load. The bill 
also requires increases in energy efficiency across 
all sectors of the economy. The ACCF/NAM report 
analyzed the W/M bill under low and high cost cases 
with respect to a baseline that projects the future in 
the absence of the bill. 
Because most of the  emission permits to emit a 
ton of GHGs  are given away to industry up until 
the 2027-2030 time period, the cost of meeting 
reduction targets is less and the overall economic 
burden is less that if all permits were auctioned 
to the highest bidder starting in 2012. After 2027, 
most permits to emit a ton of carbon will have to be 
purchased on the open market, thus the economic 
burden on industry and households becomes much 
greater. 

H.R. 2454 would set 
targets to reduce GHG 

emissions by 83% 
below 2005 levels 2050

9
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This analysis was undertaken by ACCF and NAM 
using NEMS/ACCF-NAM 23, a version of the 
National Energy Modeling System (NEMS) model, 
the model used by the U.S. Energy Information 
Administration (EIA) for its energy forecasting 
and policy analysis. ACCF and NAM applied input 
assumptions under two scenarios (high cost and low 
cost) investigating the sensitivity of assumptions 
that have proven in the past to significantly impact 
the cost of limiting CO2 emissions from energy. 
The ACCF-NAM input assumptions embody 
judgment on the likely cost and availability of 
new technologies in the early decades of a long-
term effort to reduce greenhouse gas emissions as 
well as energy efficiency and renewable electricity 
standards. These assumptions include the availability 
of nuclear power technology for electric generation, 
the availability of carbon capture and 
storage for more efficient coal and 
natural gas-based power generation 
technologies, the availability of 
wind and biomass technologies. The 
ACCF-NAM input assumptions also 
included assumptions regarding the 
likely availability of domestic and 
international offsets—key factors 
influencing analysis of the cost of 
limiting greenhouse gas emissions.
Based on the ACCF/NAM analysis of 
the Waxman Markey bill, the ACCF 
and the Montana Policy Institute 
have expanded the original 2 page 
report (see report at http://www.accf.org/media/docs/

nam/2009/Montana.
pdf) on the economic 
impact on Montana 
by examining in more 
detail the effects that 
major provisions of 
the bill would have on 

employment and output in key industrial sectors and 
on jobs in Montana.

W/M’s Impact on Energy Prices 
Under a cap and trade system for GHG emission 
reduction, there is risk and uncertainty for business 
and households (over and above normal market 

risk) about energy prices due to the unpredictability 
of the price of a permit to emit a ton of carbon. 
This uncertainty will increase the cost of capital for 
new investment and thus tend to retard growth in 
investment. 
Most energy prices would rise under W/M, 
particularly coal, oil and natural gas. By 2015, 
gasoline would increase between 6% and 8%, 
electricity between 5% and 2% and natural gas 
between 16% and 26%. 
By 2030, gasoline prices increase between 21% and 
27% while electricity prices increase by up to 61% 
and natural gas by up to 78%. Table 6 shows the 
increase in energy prices faced by a typical Montana 
household compared to national household increases 
over the 2020-2030 period.

Factors Contributing to Higher Electricity Prices 
W/M would reduce GHG emissions from all 
sectors of the economy (transportation, residential, 
commercial, and industry); however, as the largest 
emitter of GHGs, the primary impact would fall 
on the electricity sector. W/M would result in the 
electric industry shutting down most carbon-based 
generation and/or using expensive, as yet unproven 
technology, to capture and store CO2. To meet the 
stringent goals of W/M, the electricity industry 
would also have to substitute high cost technologies, 
such as biomass and wind, for conventional 
generation. (See Figure 8 for decrease in Montana 
coal production over the 2020-2030 period.)
Per capita emissions would have to drop significantly 
for the U.S. as whole, per capita emissions would 

3 The term “NEMS/ACCF-NAM 2” is used in this report to distinguish NEMS runs conducted in this 
project from NEMS runs conducted by EIA, and from those conducted for ACCF and NAM last year in 
analyzing the Lieberman-Warner bill (S. 2191).

By 2030, gasoline prices 
will incrase up to 27%, 

electricity by 61%,
and natural gas by 78%, 
under Waxman/Markey 

Table 6: Change in Energy Prices at Household Level 

(% change from baseline)       

    Montana US 

Sector Year Low High Low High 

2020 15.2% 13.6% 5.0% 7.9% 

2025 11.6% 29.5% 4.9% 11.5% Electricity 

(Residential) 2030 27.7% 61.1% 31.4% 50.0% 

2020 8.6% 11.4% 8.3% 11.1% 

2025 12.1% 16.0% 12.0% 16.0% 

Gasoline  2030 20.8% 27.1% 20.0% 26.1% 

2020 -4.8% -1.0% -3.3% 0.1% 

2025 4.8% 11.3% 4.8% 10.1% Natural Gas 
(Residential) 2030 61.1% 78.4% 56.3% 73.5% 

 

Montana coal production 

would decrease by as 
much as 96% under 

Waxman/Markey 

Table 6: Change in Energy Prices at Household Level
(% change from baseline)

10



xiv      Montana Policy Institute

have to be reduced from 17 tons under the baseline 
forecast to 9 tons in 2030.  (See Figure 9) 

Impact of Waxman/Markey on Agriculture
Passage of cap-and-trade bills such as Waxman/
Markey or Kerry/Boxer would have significant 

impacts on agriculture 
in Montana. Agriculture 
is an energy-intensive 
industry, thus farmers 
and ranchers would face 
higher costs for fuel, 
electricity, fertilizer 

and crop protection products due to the bills’ impact 
on energy costs. Such cost increases will place 
agricultural producers at a competitive disadvantage 
with farmers and ranchers in other countries which 
do not have similar caps on carbon emissions. While 
some farmers would be able to benefit from selling 
carbon offsets to other industries or utilities to meet 
their emission reduction targets, many farmers and 
ranchers would not benefit due to the nature of their 
crops. 

Impact on Industrial Output
Montana’s major economic sectors will be affected 
by emission caps. (See Figure 10)  The current two 
largest sectors, petroleum product manufacturing 
and wood product manufacturing, show decreases 
in output of 7.7% to 8.1% and 6.6% to 7.2%, 
respectively in 2030. All manufacturing sectors 
will suffer output losses of between 5.1% and 
5.8% by 2030, while output from energy intensive 
sectors fall between 12.2% and 13.3%. Montana’s 
electricity production falls by 6.1% under the low 
cost case and rises by 3.5% under the high cost case. 
(See Figure 11) These continued losses will have a 
lasting effect on the economic base of Montana.
As shown in Table 7, while all major manufacturing 
sectors in Montana decline under Waxman-Markey, 
certain energy-intensive sectors like nonmetallic 
mineral product manufacturing and primary metal 
manufacturing tend to be especially hard hit. Output 
in these industries declines by as much as 19 to 24% 
by 2030 compared to the baseline forecast. 

Montana coal production 
would decrease by as 
much as 96% under 

Waxman/Markey
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Figure 10. Change in Montana Output by Major Industry 
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Impact on Employment  in Montana
The jobs impact of W/M is delayed by the free 
allocation of permits and generous carbon offsets. 
By 2030, as emission reduction targets tighten and 
other W/M provisions phase out, Montana jobs 
decline by 4,964 under the low cost case and by 
6,761 under the high cost case. (See Figure 12) 
The primary cause of job losses is lower industrial 
output due to higher energy prices, the high cost of 
complying with required emissions cuts, and greater 
competition from overseas manufacturers with 
lower energy costs.  Manufacturing employment is 
particularly vulnerable, under the Waxman/Markey 
bill. Table 8 shows the projected job losses by 
sector. Wood product manufacturing, machinery 
manufacturing and nonmetallic mineral product 
manufacturing suffer the largest job losses. (Job 
loss projections in Table 8 were based on the output 
losses from the earlier ACCF/ NAM analysis so they 
are approximations rather than precise estimates.)
Even though W/M will create new “green” jobs due 
to the shift toward less carbon intensive fuels, more 
renewable energy, and increased expenditures for 
energy efficiency across all sectors of the economy, 
the overall result will be fewer jobs than under 
the baseline forecast. Since electricity produced 
by wind and solar power has to be backed up with 
conventional generating capacity,  the impact of 

 

the W/M bill is to force the substitution of more 
expensive energy for cheaper fossil fuel energy. As a 
result, growth in productivity, GDP and employment 
is slowed.

Impact on Economic Growth 
High energy prices, 
fewer jobs, and loss of 
industrial output are 
estimated to reduce 
Montana’s gross state 
product (GSP) by 

between $85 and $147 million per year by 2020 and 
$900 million and $1.2 billion by 2030. (See Figure 13)

Impact on Disposable Income
Higher energy prices would have ripple impacts on 
prices throughout the economy and would impose 
a financial cost on households. Montana would see 
disposable household income reduced by $71 to 
$168 per year by 2020 and $414 to $764 by 2030. 
(See Figure 14)

Impact on Low Income Families
The impacts of W/M will be felt especially by the 
poor, who spend a greater share of their income on 
energy and other goods than other income brackets. 
By 2030, higher energy prices mean that low income 

Gross State Product 
could decrease by $900 
million to $1.2 billion 

per year in 2030

14
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4 Revenue Estimates, 2011 Biennium, Governor’s Office of Budget and Program Planning, http://budget.
mt.gov/content/execbudgets/2011_budget/Front_section_1_and_2.pdf

Montana has fared relatively better in the current 
recession compared to other states.  If climate 
policy bills like Waxman/Markey (H.R. 2454 
or Kerry/Boxer S.1733) are enacted, economic 
recovery from the current recession will be 
impeded as business and households face rising 
energy prices. In the longer term, Montana’s real 

GDP, employment, industrial output, state budget 
revenues and household income will fall relative 
to the baseline forecast. As state policymakers 
consider legislation to reduce U.S. GHG 
emissions, they need to consider that the cost of 
reducing emissions is likely to exert significant 
drag on the states’ economy. 

concluSionS

families in Montana 
(with average incomes 
of $11,541) will 
spend between 21.6% 
and 23.1% of their 
income on energy 
under W/M compared 

to a projected 19.6% without W/M. Others on 
fixed incomes such as the elderly will also suffer 
disproportionately.

Impact on State Budgets
The increases in Montana’s energy costs under 
W/M will impact expenditures throughout the state. 
Specifically, Montana’s 967 schools and universities 
and 65 hospitals will likely experience an 18.1% to 
27.9% increase in energy expenditures by 2030. For 
government entities, costs for services, including 

public transportation and vehicle fleets, such as 
school buses, will also rise under W/M.
In 2008, Montana’s total state tax revenues were 
$1.95 billion which was approximately 5.4% of state 
GSP4. Using the same ratio, if Gross State Product 
declines by between $900 million and $1.2 billion 
in 2030, state tax revenues will decline by about 
$49 to $65 million that year. These estimates may 
understate the true decline in state tax revenues. In 
2008, total natural resource tax revenues contributed 
$218 million to Montana’s budget, or 11.2% of 
the total state tax revenues. The uneven impact 
of climate change policies on natural resource 
production would mean a bigger tax revenue loss 
from natural resources in the form of lower mineral 
royalties, less coal severance tax, and less oil and 
gas production taxes etc. Such budgetary shortfalls 
could force hard choices on Montana policymakers. 

The impacts of 
Waxman/Markey 

will be felt especially 
by the poor
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