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America, it seems, uses too much energy. Thus, the government
prepares to issue a new round of federal energy efficiency standards for
all manner of household appliances. The Sierra Club insists that the fed-

eral government increase Corporate
Average Fuel Economy (CAFE) stan-
dards for automobiles and trucks.
Other groups push electric cars.

The Clinton Administration, for
its part, wants the federal govern-
ment to subsidize the development
and sale of “alternative” energy tech-
nologies, including solar panels, and
is considering new regulations to
drive down the use of fossil fuels. An
energy tax was proposed five years
ago, with little success, so this time
other measures will be used to in-
crease the cost of fuel and encourage
Americans to do more with less.

Does this litany sound familiar?
It should. A virtually identical list of

policy prescriptions was trotted out to address the threats of oil deple-
tion, foreign oil dependence, and even global cooling. It seems no matter
what the danger, the solution put forward by the environmental estab-
lishment is always the same: increase government control over the

economy to drive down energy use.
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Green activists have yet to find an environmental problem that is
not best addressed with more government spending and increased fed-
eral regulation. At times, environmental establishment leaders even
seem to endorse the expansion of governmental authority for its own
sake, as when then-Senator Tim Wirth (D-CO) commented in 1988 that
“What we've got to do in energy conservation is to try to ride the global
warming issue. Even if the theory of global warming is wrong, to have
approached global warming as if it is real means energy conservation, so
we will be doing the right thing anyway in terms of economic policy and
environmental policy.”

Given the failed legacy of federal intervention, one might think that
those who are truly concerned with protecting Mother Earth would have
learned their lesson. Governments are the greatest polluters on the
planet. Those nations with the greatest governmental controls over their
economy suffered the worst environmental catastrophes.

Even in market-oriented economies, most major environmental
problems can be traced to governmental subsidies or a failure to protect
property rights and market institutions. It is time for environmental ac-
tivists to learn that environmental protection does not require more
government. In most instances, it would do better with less.

THE “MIGHT BE” EXCUSE

This is no less true in the context of global warming than any other.
Nearly every climate scientist will acknowledge that there is tremendous
uncertainty about the nature and extent of humanity’s influence on the
global climate. Though it remains unproved, modern industry might be
causing the earth to warm, that warming might be dangerous, and there-
fore efforts to prevent that warming might be justified.

Thus the argument for cutting greenhouse gas emissions boils
down to a recitation of the precautionary principle: “It is better to be safe
than be sorry.” Typical of this approach is the statement from the
President’s Council on Sustainable Development that “Where public
health may be adversely affected, or environmental damage may be se-
rious or irreversible, prudent action is required even in the face of scien-
tific uncertainty.”

But the sort of action called for by Vice President Al Gore, the Si-



erra Club, and others is anything but “prudent.” Government-enforced
emissions limits of the sort contemplated under the Kyoto Protocol
would have a severe impact on American families. Whether Kyoto leads
to the imposition of energy taxes, supply controls, or some other form of
regulatory strictures, the impact will be the same: higher prices for all
goods and services that rely upon energy use.

In other words, the price of just about everything will go up.
Worse, the impact of such controls on the economy will curtail the ability
of families to provide for their children, and businesses to create new job
opportunities. Indeed, such controls will dampen the economic growth
that is necessary to pay for real environmental improvement.

Fortunately, there is an alternative. If Vice President Gore and his
environmental compatriots are truly more concerned with saving the
planet than with inflating the power of Uncle Sam, there are many policy
options that they can endorse without mortgaging America’s economic
future or subjecting people to another round of bureaucratic controls.
Indeed, in several areas, reducing government spending and regulatory
controls is likely to reduce greenhouse gas emissions and spur research
and investment in “cleaner” technologies.

A “NO REGRETS” PROPOSAL

A free-market “no regrets” policy would consist of the following
three elements:

1) Removing regulatory barriers to innovation;

2) Eliminating subsidies to energy use; and

3) Deregulating energy-related markets.

Each element will produce tangible economic benefits by either re-
ducing needless government spending or limiting regulatory burdens on
the private sector. Each element will also remove government-induced
market distortions which can produce greater greenhouse gas emissions.

For example, most firms are constantly seeking to cut costs so as to
increase profits. Energy use, in many sectors, is a substantial cost. So,
when new facilities are built, or old facilities are upgraded, they typically
use energy more efficiently than before. Increasing energy productivity is
one way for companies to cut costs and, incidentally, to reduce their emis-
sions while maintaining, if not increasing, their productive output.

Environmental regulations, however, often get in the way of these
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improvements. As a recent study by the Environmental Law Institute
concluded, “technology-based emission limits and discharge standards,
which are embedded in most of our pollution laws, play a key role in
discouraging innovation.” Once a technology is anointed as the pre-
ferred pollution control method there is substantially less of an incentive
to introduce newer technologies, even if they will improve environmen-
tal performance.

These problems are compounded by the substantial paperwork,
and uncertainty, that are inherent in the per-
mitting processes mandated under various
environmental statutes. Title V of the Clean
Air Act, for example, imposes substantial
paperwork burdens on industrial facilities
in addition to numerous opportunities for
government regulators and activists to in-
tervene and delay facility upgrades or
modifications.

The end result is that companies are
discouraged at the margin from making investments that could reduce
greenhouse gas emissions. Reducing these regulatory controls, therefore,
could potentially increase environmental performance.

IN SEVERAL AREAS,
REDUCING GOVERN-
MENT SPENDING AND
REGULATORY CON-
TROLS IS LIKELY TO
REDUCE GREENHOUSE
GAS EMISSIONS.

NEW ENERGY TECHNOLOGIES—RESTRICTED

Regulations on industrial facilities are not the only potential regu-
latory barriers to lower greenhouse gas emissions. All sorts of regula-
tions, environmental and otherwise, prevent or delay the introduction of
energy-saving technologies.

Transgenic crops, for instance, can be engineered so as to require
less fertilizer and pesticide use, saving the energy use—and consequent
emissions—associated with the production, distribution, and application
of these chemicals. Regulatory strictures that delay the introduction of
such new transgenic crops are potentially as greenhouse unfriendly as
barriers to industrial innovation. Both artificially delay emission-reduc-
ing innovations.

To begin implementing the Kyoto Protocol, even though it has yet
to be ratified, the Clinton-Gore Administration asked Congress for $6.3
billion in new federal subsidies for “clean” energy sources, yet virtually



ignored the fact that the federal government spends hundreds of mil-
lions of dollars subsidizing fossil fuels every year. Fossil energy research
and development at the Department of Energy received $365 million in
fiscal year 1997.

Eliminating these programs, and other subsidies to carbon-based
fuels, serves to level the playing field for solar and alternative fuels
without dipping Uncle Sam’s hand into the taxpayer’s pocket. If fossil
fuels are such a threat, as the Vice President likes to claim, then why
keep subsidizing their use?

One of the most important elements of a “no regrets” strategy is
already underway at the state level: the deregulation of electricity mar-
kets by eliminating local and regional monopoly franchisee for utilities.
Environmental groups consistently maintain that alternative energy
sources are ready to compete in an open marketplace; deregulation will
give them that chance.

There are good reasons to believe that the long-term result of de-
regulation would be a greater reliance on natural gas-fired turbines and
cogeneration systems. Natural gas is not only an increasingly cost-com-
petitive source of energy, it produces substantially less greenhouse gas
emissions than other fossil fuels. Moreover, the opportunity to compete
with more traditional fuel sources will spur greater investment in the
development and marketing of alternative energy sources that are cur-
rently constrained in their ability to compete.

Energy markets are not the only area to look for “no regrets”
deregulatory opportunities. Deregulation in other areas may also in-
crease the energy efficiency. Airline transportation, for example, is an
increasing source of greenhouse gas emissions. Greater demand for air
travel means more tlight means greater fuel use and increased emissions.
However, deregulating air travel by allowing pilots to fly more direct
routes between destinations — so-called “free flight” — could save sub-
stantial amounts of fuel and reduce emissions by as much as 17 percent.

An obvious objection to the above is that there is no guarantee that
such free market “no regrets” measures will reduce emissions by an
amount enough to change computer model projections of climate
change. True enough, but neither does the Kyoto Protocol. The United
Nations’ Intergovernmental Panel on Climate Change’s own researchers
acknowledge that the reductions called for under Kyoto, while large
enough to impose substantial economic costs, are too small to make a

s
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significant difference in the climate a hundred years hence. So by that
measure, Kyoto is inadequate too. Either option is a “first step,” one is
just far more prudent than the other.

The benefit of a no regrets policy is that it produces benefits
whether or not the threat of climate change is real. Taxpayers benefit
from reduced government spending, businesses benefit from reduced
regulation, and we all benefit from the resulting increase in innovation
and investment in dynamic sectors of the economy. And, if by some
chance A1l Gore’s worst nightmare of a greenhouse apocalypse comes
true, a no regrets policy leaves us in a better position to address it.

The choice is rather simple: Adopt a policy that will impose sub-
stantial costs to address an uncertain threat or adopt a policy that pays
off whether the world warms or not. For those truly concerned about
human welfare, the choice should be clear.
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