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America, it seems, uses too much en ergy. Thus, the govern men t
prep ar es to issue a new round of federal ene rgy efficienc y stand ar ds for
all manner of hou sehold appliances. The Sierra Club insists that the fed­
eral go ve rn me n t increase Corporate
Average Fuel Econ om y (CAFE) stan­
da rd s fo r a u to mobiles an d trucks.
Othe r groups push electric car s.

The Clin ton Adminis tration, for
its part , wan ts th e federal govern­
ment to subs id ize the development
and sa le of "alterna tive" energy tech­
nologies, including solar panels, and
is co nside ring new regulations to
drive d own the use of fossil fuels. An
energy tax was proposed five years
ago, w ith littl e success, so thi s tim e
othe r measures will be used to in ­
crease the cos t of fuel and encourage
American s to do more w ith less.

Does this litany so und fam iliar?
It sho uld. A virtua lly id entical list of
policy prescriptions was trotted out to address the threats of oil deple­
tion , foreig n oil dep endenc e, and even globa l cool ing. It seems no matter
wha t the d an ger , the so lu tion put forward by the env ironme n ta l es tab­
lish ment is always the same: increase government control over th e
economy to drive down ene rgy use.
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Green activis ts have ye t to find an env ironmen tal problem that is
not best ad d ressed with more governmen t spending and increased fed ­
eral regulati on. At times, env iro nme n tal es tablishme n t leader s even
seem to en do rse the expansion of governmental au thor ity for its own
sake, as when then-Senator Tim Wirth (D-CO) commen ted in 1988 that
"What we 've got to do in ene rgy conserva tion is to try to ride the global
warming issue. Even if the theory of globa l warming is wrong , to ha ve
appr oached globa l wa rming as if it is rea l means ene rgy conserva tion, so
we will be doing the right thin g anyway in term s of econo mic policy and
environmen tal policy."

Given the failed legacy of federal interv enti on, one m ight think that
those wh o are trul y concerne d with protecting Moth er Earth would ha ve
learned their lesson . Go ve rn me nts are the greatest polluter s on the
planet. Those nati ons with the greate st govern men tal controls ove r their
economy suffered the worst environmen tal catastrophes.

Even in market-oriented eco no mies, mo st ma jor env iro nmen ta l
pr oblem s can be traced to governmental subs idies or a failure to prot ect
property rights and market ins titutions. It is time for environmental ac­
tivists to learn that env iro nme n tal pr otection does not req u ire mor e
government. In mos t instance s, it would do bett er with less.

THE "MIGHT BE" EXCUSE

This is no less tru e in the context of global warming than any other.
Nea rly every climate scien tist will acknowledge that there is trem en dou s
un cert ainty abo ut the nature and extent of humanity's influe nce on the
globa l clima te. Thou gh it remains unproved, mod ern industry l/l igM be
ca using the earth to warm, that warming lIl igM be dangerou s, and there­
fore efforts to prevent that warming Il/igM be justified .

Thus the ar gument for cu tting greenhou se gas emissions boils
down to a recitation of the precautionary principle: " It is bett er to be safe
th an be so rry." Typi cal of thi s approach is th e sta teme n t from th e
President's Co unci l on Sus taina ble Development th at "Where public
health ma y be adversely affected, or env ironmen tal dam age ma y be se­
riou s or irreversible, prudent action is required even in the face of scien­
tific uncertain tv."

But the sor t of action called for by Vice Preside n t Al Gore, the Si-
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erra Club, and othe rs is any thing but "pruden t." Govern men t-enforced
emiss ions lim its of the sort con templa ted under the Kyot o Protocol
wo uld have a seve re imp act on American families. Whe the r Kyoto leads
to the im pos ition of energy taxes, supply controls, or some othe r form of
regulatory strictures, the impac t will be the same: high er pr ices for all
goo ds and services that rely up on energy use.

In other words, the price of just ab out everyth ing w ill go up.
Worse, the impact of such con tro ls on the econo my will curtail the ability
of famil ies to provide for their chi ldren, and bu sinesses to crea te new job
opportun ities . Ind eed , such contro ls will dampen the economic gro wth
that is necessary to pay for real env ironmental improve men t.

Fortuna tely, there is an alterna tive. If Vice Pres ide n t Gore and his
envi ronmen tal com pa triots are truly more conce rne d wi th sav ing the
p lane t than with inflatin g the power of Uncle Sam, there are many policy
op tions that they can endorse witho ut mortgagin g America's econo mic
future or subjecting people to ano ther round of bureau cratic con tro ls.
Ind eed , in several areas, reducing government spend ing and regulatory
con tro ls is likely to reduce greenho use gas emissions an d spur research
and investm ent in "clea ne r" techn ologies.

A "NO REGRETS" PROPOSAL

A free-market "no regrets" policy wo uld consist of the following
thr ee elemen ts:

1) Rem oving reg ulatory barriers to inn ovation ;
2) Elimina ting subsidies to energy use; and
3) Deregul at ing energy-related markets.

Each eleme nt will produce tangible econo mic benefits by either re­
ducing needl ess governme nt spe nd ing or limiting regul ator y burden s on
the p rivate sector. Each element will also remove governmen t-ind uced
market d istortions which can produce grea ter greenho use gas emiss ions .

For example, most firms are constantly seeking to cut cos ts so as to
increase p ro fits. Ene rgy use, in man y sec tors, is a subs tan tia l cos t. So,
when new facilities are built , or old facilities are upgrad ed , they typ ically
use energy more efficiently than before. Increasing energy pr oductivity is
one way for compa nies to cut costs and, incidentally, to reduce their em is­
sions while maintaining, if not increasing, their productive output.

Environmen tal regulations, however, often ge t in the way of these
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imp rovem ent s. As a recent study by the Env ironme ntal Law Inst itute
concl uded, " techno logy -based em ission lim its and di scharge stan dards,
which are emb edded in most of our pollution laws, playa key role in
discouraging innovat ion ." Once a technology is an oint ed as the p re­
ferred pollution con trol method the re is subs tan tially less of an incentive
to introduce newer technologies, even if they will improve env ironme n­
tal pe rforma nce.

These problem s are compo unde d by the subs tan tia l pap erwork,
and un certainty, that are inheren t in the per-
mitt ing pr ocesses mandated under var ious
env iro nme n tal sta tu tes. Title V of the Clean
Ai r Ac t, for example, imposes subs tan tia l
pap erwork burdens on industrial facilities
in ad dition to numerous oppo rtunities for
go ve rn me n t regulators and activis ts to in­
tervene and d elay fac ility up grades or
modificat ion s.

The end result is that companies are
di scou raged at the margin from making investments that could reduce
greenho use gas emissio ns. Reducing these regulatory con tro ls, therefore,
cou ld po tentially increase env ironmental per formance.

NEW ENERGY TECH NOLOGIES-RESTRICTED

Regulations on ind us trial facilities are not the only poten tial regu­
la tory barrier s to low er greenhouse gas emissions. All so rts of regula­
tion s, envi ron men tal and othe rwise, pr event or delay the in trod uc tion of
ene rgy -saving technologies.

Tran sgenic crops, for ins tance, can be engin eered so as to require
less fertilizer and pesticide use, sav ing the ene rgy use-and conse quen t
emissio ns-associated with the production , di stribution , and applica tion
of these chemicals. Regul atory strictures that delay the int roduct ion of
such new transgenic crops are potentially as greenhou se unfriendly as
barrier s to industr ial inn ovation, Both artificially delay ernission- red uc­
U1g innova tions .

To begin implem enting the Kyoto Pro toco l, even thou gh it has ye t
to be ratified, the Clinton-Gore Ad minis tra tion asked Cong ress for 56.3
bill ion in new fede ra l subsid ies for "clean" energy sources, ye t vir tually
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ign ored the fact that the federal governmen t spends hundreds of mil­
lions of do llars subsidizing fossil fuels every yea r. Fossil energy research
and development at the Departmen t of Energy received $365 million in
fiscal year 1997.

Eliminating these program s, and other subsidies to carb on-based
fue ls, serves to level the pla yin g field for solar and alternative fu els
witho u t d ipping Uncle Sam's hand into the taxpa yer 's pocket. If fossil
fuels are such a thr eat, as the Vice Presid ent likes to claim, then wh y
keep subsid izing their use?

One of the most important elemen ts of a "no regrets" strategy is
already underway at the state level: the deregulation of electricity mar­
kets by eliminating local and regiona l monop oly franchisee for utilities.
Environme n ta l groups cons isten tly maintain that alte rna tive ene rgy
sources are read y to compe te in an open marketplace; deregul at ion will
give them that chance.

There are good reasons to believe that the long-term result of de­
reg ulation wo uld be a grea ter relian ce on natural gas -fired tu rbin es and
coge nera tion sys tems . Na tural gas is not only an increasingly cos t-com­
pe titive source of ene rgy, it produ ces subs tantially less greenho use gas
emissions than othe r fossi l fuels. Moreover, the opportunity to compe te
wi th more trad ition al fuel sources will spur grea ter investm ent in the
develop men t and marketing of alterna tive ene rgy sources that are cur­
rently cons tra ined in their ability to compete.

Energy market s are not the on ly are a to look for "no regre ts"
deregulatory opportuni ties . Deregu lation in other areas may also in­
crease the energy efficiency . Airlin e tran sportation, for example, is an
increasing source of greenhouse gas emissions . Grea ter dem and for ai r
travel mea ns more flight mean s greater fuel use and increased em issions .
However, deregulating air tra vel by allow ing pilots to fly more d irect
rou tes bet ween des tina tions - so-called "free flight" - could save sub­
stan tial amo un ts of fuel and reduce emissions by as much as 17 percent.

An obvious objection to the above is that there is no guaran tee that
such free mar ket "no regrets" measures will reduce emissions by an
amo un t enough to cha nge comp ute r model project ion s of cl im at e
change . True eno ug h, but neither does the Kyoto Protocol. The Uni ted
Nations' Intergovernment al Panel on Clima te Change's ow n researchers
acknow ledge that the reductions called for under Kyoto, while large
enough to impose subs tan tial economic cos ts, are too small to make a
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signiiican t difference in the climate a hund red years hence . So by that
measure, Kyoto is inad equa te too. Either option is a "first step," one is
just far mo re pruden t than the other.

Th e benefi t of a no regret s po licy is that it produces benefits
wh ether or not the threat of climate change is real. Taxpayers benefi t
from reduced government spend ing, busin esses benefit from reduced
regulation, and we all benefit from the resu lting increase in inn ovation
and investmen t in dynamic sectors of the econo my . And, if by some
chance Al Gore's wors t nig htmare of a gree nhouse apocalypse comes
tru e, a no regrets po licy leaves us in a bett er position to address it.

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